Louisville Gas and Electric Company
Case No. 2020-00350
Forecasted Test Period Filing Requirements
(Forecasted Test Period 12ME 6/30/22; Base Period 12ME 2/28/21)
Filing Requirement
Tab 46 - 807 KAR 5:001 Section 16( 7)(p)
Sponsoring Witness: Christopher M. Garrett

Description of Filing Requirement:
A copy of the utility’s annual report on Form 10-K as filed with the Securities and Exchange
Commission for the most recent two (2) years, and any Form 8-K issued during the past two
(2) years, and any Form 10-Q issued during the past six (6) quarters.

Response:
The below-listed documents are attached:
• December 31, 2018 Form 10-K
• March 1, 2019 Form 8-K
• March 8, 2019 Form 8-K
• March 18, 2019 Form 8-K
• March 31, 2019 Form 10-Q
• April 1, 2019 Form 8-K
• June 30, 2019 Form 10-Q
• September 30, 2019 Form 10-Q
• December 31, 2019 Form 10-K
• March 31, 2020 Form 10-Q
• March 31, 2020 Form 8-K
• June 30, 2020 Form 10-Q
• September 30, 2020 10-Q
• November 6, 2020 Form 8-K
• November 13, 2020 Form 8-K
The Commission granted the request of LG&E in lieu of producing one copy of these
documents in paper medium to file an electronic copy of the same on a physical electronic
storage media when filing the remaining portions of their applications in paper medium. 6

6

Ibid.
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-K
[X]

[ ]

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 for the fiscal year ended December 31,
2018
OR
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 for the transition period from
_________ to ___________

Commission File
Number

Registrant; State of Incorporation;
Address and Telephone Number

IRS Employer
Identification No.

1-11459

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

23-2758192

1-905

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

23-0959590

333-173665

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

20-0523163

1-2893

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

61-0264150

1-3464

Kentucky Utilities Company
(Exact name of Registrant as specified in its charter)
(Kentucky and Virginia)
One Quality Street
Lexington, Kentucky 40507-1462
(502) 627-2000

61-0247570
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Securities registered pursuant to Section 12(b) of the Act:
Title of each class

Name of each exchange on which registered

Common Stock of PPL Corporation

New York Stock Exchange

Junior Subordinated Notes of PPL Capital Funding, Inc.
2007 Series A due 2067
2013 Series B due 2073

New York Stock Exchange
New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:
Common Stock of PPL Electric Utilities Corporation
Indicate by check mark whether the registrants are well-known seasoned issuers, as defined in Rule 405 of the Securities Act.
PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

Yes X
Yes
Yes
Yes
Yes

No
No
No
No
No

X
X
X
X

No
No
No
No
No

X
X
X
X
X

Indicate by check mark if the registrants are not required to file reports pursuant to Section 13 or Section 15(d) of the Act.
PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

Yes
Yes
Yes
Yes
Yes

Indicate by check mark whether the registrants (1) have filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934
during the preceding 12 months (or for such shorter period that the registrants were required to file such reports), and (2) have been subject to such filing
requirements for the past 90 days.
PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

Yes
Yes
Yes
Yes
Yes

X
X
X
X
X

No
No
No
No
No

Indicate by check mark whether the registrants have submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of
Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrants were required to submit such files).
PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company
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Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be contained, to the best
of registrants' knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form
10-K.
PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

[ ]
[X]
[X]
[X]
[X]

Indicate by check mark whether the registrants are large accelerated filers, accelerated filers, non-accelerated filers, smaller reporting companies or emerging
growth companies. See definition of "large accelerated filer," "accelerated filer", "smaller reporting company" and "emerging growth company" in Rule 12b-2
of the Exchange Act.

PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

Large accelerated
filer
[X]
[ ]
[ ]
[ ]
[ ]

Accelerated
filer
[ ]
[ ]
[ ]
[ ]
[ ]

Non-accelerated
filer
[ ]
[X]
[X]
[X]
[X]

Smaller reporting
company
[ ]
[ ]
[ ]
[ ]
[ ]

Emerging growth
company
[ ]
[ ]
[ ]
[ ]
[ ]

If emerging growth companies, indicate by check mark if the registrants have elected not to use the extended transition period for complying with any new or
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.
PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

[
[
[
[
[

]
]
]
]
]

Indicate by check mark whether the registrants are shell companies (as defined in Rule 12b-2 of the Act).
PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

Yes
Yes
Yes
Yes
Yes

No
No
No
No
No

X
X
X
X
X

As of June 29, 2018, PPL Corporation had 699,127,940 shares of its $0.01 par value Common Stock outstanding. The aggregate market value of these
common shares (based upon the closing price of these shares on the New York Stock Exchange on that date) held by non-affiliates was $19,960,102,687. As
of January 31, 2019, PPL Corporation had 720,936,897 shares of its $0.01 par value Common Stock outstanding.
As of January 31, 2019, PPL Corporation held all 66,368,056 outstanding common shares, no par value, of PPL Electric Utilities Corporation.
PPL Corporation directly holds all of the membership interests in LG&E and KU Energy LLC.
As of January 31, 2019, LG&E and KU Energy LLC held all 21,294,223 outstanding common shares, no par value, of Louisville Gas and Electric Company.
As of January 31, 2019, LG&E and KU Energy LLC held all 37,817,878 outstanding common shares, no par value, of Kentucky Utilities Company.
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PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company meet the
conditions set forth in General Instructions (I)(1)(a) and (b) of Form 10-K and are therefore filing this form with the reduced disclosure format.
Documents incorporated by reference:
PPL Corporation has incorporated herein by reference certain sections of PPL Corporation's 2019 Notice of Annual Meeting and Proxy Statement, which will
be filed with the Securities and Exchange Commission not later than 120 days after December 31, 2018. Such Statements will provide the information
required by Part III of this Report.
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This combined Form 10-K is separately filed by the following Registrants in their individual capacity: PPL Corporation, PPL Electric Utilities Corporation,
LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company. Information contained herein relating to any individual
Registrant is filed by such Registrant solely on its own behalf and no Registrant makes any representation as to information relating to any other Registrant,
except that information under "Forward-Looking Information" relating to subsidiaries of PPL Corporation is also attributed to PPL Corporation and
information relating to the subsidiaries of LG&E and KU Energy LLC is also attributed to LG&E and KU Energy LLC.
Unless otherwise specified, references in this Report, individually, to PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC,
Louisville Gas and Electric Company and Kentucky Utilities Company are references to such entities directly or to one or more of their subsidiaries, as the
case may be, the financial results of which subsidiaries are consolidated into such Registrants' financial statements in accordance with GAAP. This
presentation has been applied where identification of particular subsidiaries is not material to the matter being disclosed, and to conform narrative disclosures
to the presentation of financial information on a consolidated basis.
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GLOSSARY OF TERMS AND ABBREVIATIONS
PPL Corporation and its subsidiaries
KU - Kentucky Utilities Company, a public utility subsidiary of LKE engaged in the regulated generation, transmission, distribution and sale of electricity,
primarily in Kentucky.
LG&E - Louisville Gas and Electric Company, a public utility subsidiary of LKE engaged in the regulated generation, transmission, distribution and sale of
electricity and the distribution and sale of natural gas in Kentucky.
LKE - LG&E and KU Energy LLC, a subsidiary of PPL and the parent of LG&E, KU and other subsidiaries.
LKS - LG&E and KU Services Company, a subsidiary of LKE that provides administrative, management and support services primarily to LKE and its
subsidiaries.
PPL - PPL Corporation, the parent holding company of PPL Electric, PPL Energy Funding, PPL Capital Funding, LKE and other subsidiaries.
PPL Capital Funding - PPL Capital Funding, Inc., a financing subsidiary of PPL that provides financing for the operations of PPL and certain subsidiaries.
Debt issued by PPL Capital Funding is guaranteed as to payment by PPL.
PPL Electric - PPL Electric Utilities Corporation, a public utility subsidiary of PPL engaged in the regulated transmission and distribution of electricity in
its Pennsylvania service area and that provides electricity supply to its retail customers in this area as a PLR.
PPL Energy Funding - PPL Energy Funding Corporation, a subsidiary of PPL and the parent holding company of PPL Global and other subsidiaries.
PPL EU Services - PPL EU Services Corporation, a subsidiary of PPL that provides administrative, management and support services primarily to PPL
Electric.
PPL Global - PPL Global, LLC, a subsidiary of PPL Energy Funding that, primarily through its subsidiaries, owns and operates WPD, PPL's regulated
electricity distribution businesses in the U.K.
PPL Services - PPL Services Corporation, a subsidiary of PPL that provides administrative, management and support services to PPL and its subsidiaries.
PPL WPD Limited - an indirect U.K. subsidiary of PPL Global. Following a reorganization in October 2015 and October 2017, PPL WPD Limited is an
indirect parent to WPD plc having previously been a sister company.
Safari Energy - Safari Energy, LLC, an indirect subsidiary of PPL, acquired in June 2018, that provides solar energy solutions for commercial customers in
the U.S.
WPD - refers to PPL WPD Limited and its subsidiaries.
WPD (East Midlands) - Western Power Distribution (East Midlands) plc, a British regional electricity distribution utility company.
WPD plc - Western Power Distribution plc, an indirect U.K. subsidiary of PPL WPD Limited. Its principal indirectly owned subsidiaries are WPD (East
Midlands), WPD (South Wales), WPD (South West) and WPD (West Midlands).
WPD Midlands - refers to WPD (East Midlands) and WPD (West Midlands), collectively.
WPD (South Wales) - Western Power Distribution (South Wales) plc, a British regional electricity distribution utility company.
WPD (South West) - Western Power Distribution (South West) plc, a British regional electricity distribution utility company.
i
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WPD (West Midlands) - Western Power Distribution (West Midlands) plc, a British regional electricity distribution utility company.
WKE - Western Kentucky Energy Corp., a subsidiary of LKE that leased certain non-regulated utility generating plants in western Kentucky until July 2009.
Other terms and abbreviations
£ - British pound sterling.
401(h) account(s) - a sub-account established within a qualified pension trust to provide for the payment of retiree medical costs.
Act 11 - Act 11 of 2012 that became effective on April 16, 2012. The Pennsylvania legislation authorized the PUC to approve two specific ratemaking
mechanisms: the use of a fully projected future test year in base rate proceedings and, subject to certain conditions, a DSIC.
Act 129 - Act 129 of 2008 that became effective in October 2008. The law amended the Pennsylvania Public Utility Code and created an energy efficiency
and conservation program and smart metering technology requirements, adopted new PLR electricity supply procurement rules, provided remedies for market
misconduct and changed the Alternative Energy Portfolio Standard (AEPS).
Act 129 Smart Meter program - PPL Electric's system-wide meter replacement program that installs wireless digital meters that provide secure
communication between PPL Electric and the meter as well as all related infrastructure.
Adjusted Gross Margins - a non-GAAP financial measure of performance used in "Item 7. Combined Management's Discussion and Analysis of Financial
Condition and Results of Operations" (MD&A).
Advanced Metering System - meters and meter-reading systems that provide two-way communication capabilities, which communicate usage and other
relevant data to LG&E and KU at regular intervals, and are also able to receive information from LG&E and KU, such as software upgrades and requests to
provide meter readings in real time.
AFUDC - allowance for funds used during construction. The cost of equity and debt funds used to finance construction projects of regulated businesses,
which is capitalized as part of construction costs.
AIP - annual iteration process.
AOCI - accumulated other comprehensive income or loss.
ARO - asset retirement obligation.
ATM Program - at-the-market stock offering program.
Cane Run Unit 7 - a natural gas combined-cycle generating unit in Kentucky, jointly owned by LG&E and KU.
CCR(s) - coal combustion residual(s). CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes.
CDP - a not-for-profit organization based in the United Kingdom formerly known as the Carbon Disclosure Project; that runs the global disclosure system
that enables investors, companies, cities, states and regions to measure and manage their environmental impacts.
Clean Air Act - federal legislation enacted to address certain environmental issues related to air emissions, including acid rain, ozone and toxic air
emissions.
Clean Water Act - federal legislation enacted to address certain environmental issues relating to water quality including effluent discharges, cooling water
intake, and dredge and fill activities.
COBRA - Consolidated Omnibus Budget Reconciliation Act, which provides individuals the option to temporarily continue employer group health
insurance coverage after termination of employment.
ii
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CPCN - Certificate of Public Convenience and Necessity. Authority granted by the KPSC pursuant to Kentucky Revised Statute 278.020 to provide utility
service to or for the public or the construction of certain plant, equipment, property or facility for furnishing of utility service to the public.
CPIH - Consumer Price Index including owner-occupiers' housing costs. An aggregate measure of changes in the cost of living in the U.K., including a
measure of owner-occupiers' housing costs.
Customer Choice Act - the Pennsylvania Electricity Generation Customer Choice and Competition Act, legislation enacted to restructure the state's
electric utility industry to create retail access to a competitive market for generation of electricity.
DDCP - Directors Deferred Compensation Plan.
Depreciation not normalized - the flow-through income tax impact related to the state regulatory treatment of depreciation-related timing differences.
DNO - Distribution Network Operator in the U.K.
DOJ - U.S. Department of Justice.
DPCR5 - Distribution Price Control Review 5, the U.K. five-year rate review period applicable to WPD that commenced April 1, 2010.
DRIP - PPL Amended and Restated Dividend Reinvestment and Direct Stock Purchase Plan.
DSIC - Distribution System Improvement Charge. Authorized under Act 11, which is an alternative ratemaking mechanism providing more-timely cost
recovery of qualifying distribution system capital expenditures.
DSM - Demand Side Management. Pursuant to Kentucky Revised Statute 278.285, the KPSC may determine the reasonableness of DSM programs proposed
by any utility under its jurisdiction. DSM programs consist of energy efficiency programs intended to reduce peak demand and delay the investment in
additional power plant construction, provide customers with tools and information regarding their energy usage and support energy efficiency.
DUoS - Distribution Use of System. The charge to licensed third party energy suppliers who are WPD's customers and use WPD's networks to deliver
electricity to their customers, the end-users.
Earnings from Ongoing Operations - a non-GAAP financial measure of earnings adjusted for the impact of special items and used in "Item 7. Combined
Management's Discussion and Analysis of Financial Condition and Results of Operations" (MD&A).
EBPB - Employee Benefit Plan Board. The administrator of PPL's U.S. qualified retirement plans, which is charged with the fiduciary responsibility to
oversee and manage those plans and the investments associated with those plans.
ECR - Environmental Cost Recovery. Pursuant to Kentucky Revised Statute 278.183, Kentucky electric utilities are entitled to the current recovery of costs
of complying with the Clean Air Act, as amended, and those federal, state or local environmental requirements that apply to coal combustion wastes and byproducts from the production of energy from coal.
ELG(s) - Effluent Limitation Guidelines, regulations promulgated by the EPA.
EPA - Environmental Protection Agency, a U.S. government agency.
EPS - earnings per share.
Fast pot - Under RIIO-ED1, Totex costs that are recovered in the period they are incurred.
FERC - Federal Energy Regulatory Commission, the U.S. federal agency that regulates, among other things, interstate transmission and wholesale sales of
electricity, hydroelectric power projects and related matters.
GAAP - Generally Accepted Accounting Principles in the U.S.
iii
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GBP - British pound sterling.
GHG(s) - greenhouse gas(es).
GLT - gas line tracker. The KPSC approved mechanism for LG&E's recovery of costs associated with gas transmission lines, gas service lines, gas risers, leak
mitigation, and gas main replacements.
GWh - gigawatt-hour, one million kilowatt hours.
HB 487 - House Bill 487. Comprehensive Kentucky state tax legislation enacted on April 27, 2018.
IBEW - International Brotherhood of Electrical Workers.
ICP - The PPL Incentive Compensation Plan. This plan provides for incentive compensation to PPL's executive officers and certain other senior executives.
New awards under the ICP were suspended in 2012 upon adoption of PPL's 2012 Stock Incentive Plan.
ICPKE - The PPL Incentive Compensation Plan for Key Employees. The ICPKE provides for incentive compensation to certain employees below the level of
senior executive.
IRS - Internal Revenue Service, a U.S. government agency.
IT - Information Technology.
KPSC - Kentucky Public Service Commission, the state agency that has jurisdiction over the regulation of rates and service of utilities in Kentucky.
KU 2010 Mortgage Indenture - KU's Indenture, dated as of October 1, 2010, to The Bank of New York Mellon, as supplemented.
kV - kilovolt.
kVA - kilovolt ampere.
kWh - kilowatt hour, basic unit of electrical energy.
LCIDA - Lehigh County Industrial Development Authority.
LG&E 2010 Mortgage Indenture - LG&E's Indenture, dated as of October 1, 2010, to The Bank of New York Mellon, as supplemented.
LIBOR - London Interbank Offered Rate.
MATS - Mercury and Air Toxics Standards, regulations promulgated by the EPA.
Mcf - one thousand cubic feet, a unit of measure for natural gas.
MMBtu - one million British Thermal Units.
MOD - a mechanism applied in the U.K. to adjust allowed base revenue in future periods for differences in prior periods between actual values and those in
the agreed business plan.
Moody's - Moody's Investors Service, Inc., a credit rating agency.
MPR- Mid-period review, a review of output requirements in RIIO-ED1 covering material changes to existing outputs that can be justified by clear changes
in government policy or new outputs that may be needed to meet the needs of consumers and other network users. On April 30, 2018, Ofgem decided not to
engage in a mid-period review of the RIIO-ED1 price-control period.
iv
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MW - megawatt, one thousand kilowatts.
NAAQS - National Ambient Air Quality Standards periodically adopted pursuant to the Clean Air Act.
NERC - North American Electric Reliability Corporation.
New Source Review - a Clean Air Act program that requires industrial facilities to install updated pollution control equipment when they are built or when
making a modification that increases emissions beyond certain allowable thresholds.
NGCC - natural gas-fired combined-cycle generating plant.
NPNS - the normal purchases and normal sales exception as permitted by derivative accounting rules. Derivatives that qualify for this exception may receive
accrual accounting treatment.
NRC - Nuclear Regulatory Commission, the U.S. federal agency that regulates nuclear power facilities.
OCI - other comprehensive income or loss.
Ofgem - Office of Gas and Electricity Markets, the British agency that regulates transmission, distribution and wholesale sales of electricity and gas and
related matters.
OVEC - Ohio Valley Electric Corporation, located in Piketon, Ohio, an entity in which LKE indirectly owns an 8.13% interest (consists of LG&E's 5.63%
and KU's 2.50% interests), which is recorded at cost. OVEC owns and operates two coal-fired power plants, the Kyger Creek plant in Ohio and the Clifty
Creek plant in Indiana, with combined capacities of 2,120 MW.
PEDFA - Pennsylvania Economic Development Financing Authority.
Performance unit - stock-based compensation award that represents a variable number of shares of PPL common stock that a recipient may receive based on
PPL's attainment of (i) relative total shareowner return (TSR) over a three-year performance period as compared to companies in the Philadelphia Stock
Exchange Utility Index; or (ii) corporate return on equity (ROE) based on the average of the annual ROE for each year of the three-year performance period.
PJM - PJM Interconnection, L.L.C., operator of the electricity transmission network and electricity energy market in all or parts of Delaware, Illinois, Indiana,
Kentucky, Maryland, Michigan, New Jersey, North Carolina, Ohio, Pennsylvania, Tennessee, Virginia, West Virginia and the District of Columbia.
PLR - Provider of Last Resort, the role of PPL Electric in providing default electricity supply within its delivery area to retail customers who have not chosen
to select an alternative electricity supplier under the Customer Choice Act.
PP&E - property, plant and equipment.
PPL EnergyPlus - prior to the June 1, 2015 spinoff of PPL Energy Supply, LLC, PPL EnergyPlus, LLC, a subsidiary of PPL Energy Supply that marketed
and traded wholesale and retail electricity and gas, and supplied energy and energy services in competitive markets.
PPL Energy Supply - prior to the June 1, 2015 spinoff, PPL Energy Supply, LLC, a subsidiary of PPL Energy Funding and the parent company of PPL
EnergyPlus and other subsidiaries.
PPL Montana - Prior to the June 1, 2015 spinoff of PPL Energy Supply, PPL Montana, LLC, an indirect subsidiary of PPL Energy Supply that generated
electricity for wholesale sales in Montana and the Pacific Northwest.
PUC - Pennsylvania Public Utility Commission, the state agency that regulates certain ratemaking, services, accounting and operations of Pennsylvania
utilities.
v
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RAV - regulatory asset value. This term, used within the U.K. regulatory environment, is also commonly known as RAB or regulatory asset base. RAV is
based on historical investment costs at time of privatization, plus subsequent allowed additions less annual regulatory depreciation, and represents the value
on which DNOs earn a return in accordance with the regulatory cost of capital. RAV is indexed to Retail Price Index (RPI) in order to allow for the effects of
inflation. RAV additions have been based on a percentage of annual total expenditures that have a long-term benefit to WPD (similar to capital projects for
the U.S. regulated businesses that are generally included in rate base).
RCRA - Resource Conservation and Recovery Act of 1976.
RECs - renewable energy credits.
Registrant(s) - refers to the Registrants named on the cover of this Report (each a "Registrant" and collectively, the "Registrants").
Regulation S-X - SEC regulation governing the form and content of and requirements for financial statements required to be filed pursuant to the federal
securities laws.
RFC - ReliabilityFirst Corporation, one of eight regional entities with delegated authority from NERC that work to safeguard the reliability of the bulk power
systems throughout North America.
RIIO - Ofgem's framework for setting U.K. regulated gas and electric utility price controls which stands for "Revenues = Incentive + Innovation + Outputs."
RIIO-1 refers to the first generation of price controls under the RIIO framework. RIIO-ED1 refers to the RIIO regulatory price control applicable to the
operators of U.K. electricity distribution networks, the duration of which is April 2015 through March 2023. RIIO-2 refers to the second generation of price
controls under the RIIO framework. RIIO-ED2 refers to the second generation of the RIIO regulatory price control applicable to the operators of U.K.
electricity distribution networks, which will begin in April 2023.
Riverstone - Riverstone Holdings LLC, a Delaware limited liability company and, as of December 6, 2016, ultimate parent company of the entities that own
the competitive power generation business contributed to Talen Energy.
RPI - retail price index, is a measure of inflation in the United Kingdom published monthly by the Office for National Statistics.
Sarbanes-Oxley - Sarbanes-Oxley Act of 2002, which sets requirements for management's assessment of internal controls for financial reporting. It also
requires an independent auditor to make its own assessment.
SCRs - selective catalytic reduction, a pollution control process for the removal of nitrogen oxide from exhaust gas.
Scrubber - an air pollution control device that can remove particulates and/or gases (primarily sulfur dioxide) from exhaust gases.
SEC - the U.S. Securities and Exchange Commission, a U.S. government agency primarily responsible to protect investors and maintain the integrity of the
securities markets.
SERC - SERC Reliability Corporation, one of eight regional entities with delegated authority from NERC that work to safeguard the reliability of the bulk
power systems throughout North America.
SIP - PPL Corporation's Amended and Restated 2012 Stock Incentive Plan.
Slow pot - Under RIIO-ED1, Totex costs that are added (capitalized) to RAV and recovered through depreciation over a 20 to 45 year period.
Smart metering technology - technology that can measure, among other things, time of electricity consumption to permit offering rate incentives for
usage during lower cost or demand intervals. The use of this technology also has the potential to strengthen network reliability.
S&P - S&P Global Ratings, a credit rating agency.
Superfund - federal environmental statute that addresses remediation of contaminated sites; states also have similar statutes.
vi
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Talen Energy - Talen Energy Corporation, the Delaware corporation formed to be the publicly traded company and owner of the competitive generation
assets of PPL Energy Supply and certain affiliates of Riverstone, which as of December 6, 2016, became wholly owned by Riverstone.
Talen Energy Marketing - Talen Energy Marketing, LLC, the new name of PPL EnergyPlus subsequent to the spinoff of PPL Energy Supply.
TCJA - Tax Cuts and Jobs Act. Comprehensive U.S. federal tax legislation enacted on December 22, 2017.
Total shareowner return - the change in market value of a share of the company's common stock plus the value of all dividends paid on a share of the
common stock during the applicable performance period, divided by the price of the common stock as of the beginning of the performance period. The price
used for purposes of this calculation is the average share price for the 20 trading days at the beginning and end of the applicable period.
Totex (total expenditures) - Totex generally consists of all the expenditures relating to WPD's regulated activities with the exception of certain specified
expenditure items (Ofgem fees, National Grid transmission charges, property and corporate income taxes, pension deficit funding and cost of capital). The
annual net additions to RAV are calculated as a percentage of Totex. Totex can be viewed as the aggregate net network investment, net network operating
costs and indirect costs, less any cash proceeds from the sale of assets and scrap.
Treasury Stock Method - a method applied to calculate diluted EPS that assumes any proceeds that could be obtained upon exercise of options and
warrants (and their equivalents) would be used to purchase common stock at the average market price during the relevant period.
TRU - a mechanism applied in the U.K. to true-up inflation estimates used in determining base revenue.
U.K. Finance Act - refers to the U.K. Finance Act of 2016, enacted in September 2016, which reduced the U.K. statutory corporate income tax rate from 19%
to 17%, effective April 1, 2020.
VEBA - Voluntary Employee Beneficiary Association. A tax-exempt trust under the Internal Revenue Code Section 501 (c)(9) used by employees to fund
and pay eligible medical, life and similar benefits.
VSCC - Virginia State Corporation Commission, the state agency that has jurisdiction over the regulation of Virginia corporations, including utilities.
vii
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Forward-looking Information
Statements contained in this Annual Report concerning expectations, beliefs, plans, objectives, goals, strategies, future events or performance and underlying
assumptions and other statements that are other than statements of historical fact are "forward-looking statements" within the meaning of the federal securities
laws. Although the Registrants believe that the expectations and assumptions reflected in these statements are reasonable, there can be no assurance that
these expectations will prove to be correct. Forward-looking statements are subject to many risks and uncertainties, and actual results may differ materially
from the results discussed in forward-looking statements. In addition to the specific factors discussed in "Item 1A. Risk Factors" and in "Item 7. Combined
Management's Discussion and Analysis of Financial Condition and Results of Operations" in this Annual Report, the following are among the important
factors that could cause actual results to differ materially and adversely from the forward-looking statements:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

the outcome of rate cases or other cost recovery or revenue proceedings;
changes in U.S. state or federal or U.K. tax laws or regulations, including the TCJA;
the direct or indirect effects on PPL or its subsidiaries or business systems of cyber-based intrusion or the threat of cyber attacks;
significant decreases in demand for electricity in the U.S.;
expansion of alternative and distributed sources of electricity generation and storage;
changes in foreign currency exchange rates for British pound sterling and the related impact on unrealized gains and losses on PPL's foreign currency
economic hedges;
the effectiveness of our risk management programs, including foreign currency and interest rate hedging;
non-achievement by WPD of performance targets set by Ofgem;
the effect of changes in RPI on WPD's revenues and index linked debt;
developments related to ongoing negotiations regarding the U.K.'s intent to withdraw from European Union and any actions in response thereto;
the amount of WPD's pension deficit funding recovered in revenues after March 31, 2021, following the next triennial pension review to begin in March
2019;
defaults by counterparties or suppliers for energy, capacity, coal, natural gas or key commodities, goods or services;
capital market conditions, including the availability of capital or credit, changes in interest rates and certain economic indices, and decisions regarding
capital structure;
a material decline in the market value of PPL's equity;
significant decreases in the fair value of debt and equity securities and its impact on the value of assets in defined benefit plans, and the potential cash
funding requirements if fair value declines;
interest rates and their effect on pension and retiree medical liabilities, ARO liabilities and interest payable on certain debt securities;
volatility in or the impact of other changes in financial markets and economic conditions;
the potential impact of any unrecorded commitments and liabilities of the Registrants and their subsidiaries;
new accounting requirements or new interpretations or applications of existing requirements;
changes in the corporate credit ratings or securities analyst rankings of the Registrants and their securities;
any requirement to record impairment charges pursuant to GAAP with respect to any of our significant investments;
laws or regulations to reduce emissions of GHGs or the physical effects of climate change;
continuing ability to access fuel supply for LG&E and KU, as well as the ability to recover fuel costs and environmental expenditures in a timely manner
at LG&E and KU and natural gas supply costs at LG&E;
weather and other conditions affecting generation, transmission and distribution operations, operating costs and customer energy use;
catastrophic events such as fires, earthquakes, explosions, floods, tornadoes, hurricanes and other storms, droughts, pandemic health events or other
similar occurrences;
war, armed conflicts, terrorist attacks, or similar disruptive events;
changes in political, regulatory or economic conditions in states, regions or countries where the Registrants or their subsidiaries conduct business;
receipt of necessary governmental permits and approvals;
new state, federal or foreign legislation or regulatory developments;
the impact of any state, federal or foreign investigations applicable to the Registrants and their subsidiaries and the energy industry;
our ability to attract and retain qualified employees;
the effect of any business or industry restructuring;
development of new projects, markets and technologies;
performance of new ventures;
business dispositions or acquisitions and our ability to realize expected benefits from such business transactions;
1
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•
•

collective labor bargaining negotiations; and
the outcome of litigation against the Registrants and their subsidiaries.

Any forward-looking statements should be considered in light of these important factors and in conjunction with other documents of the Registrants on file
with the SEC.
New factors that could cause actual results to differ materially from those described in forward-looking statements emerge from time to time, and it is not
possible for the Registrants to predict all such factors, or the extent to which any such factor or combination of factors may cause actual results to differ from
those contained in any forward-looking statement. Any forward-looking statement speaks only as of the date on which such statement is made, and the
Registrants undertake no obligation to update the information contained in the statement to reflect subsequent developments or information.

2
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PART I
ITEM 1. BUSINESS
General
(All Registrants)
PPL Corporation, headquartered in Allentown, Pennsylvania, is a utility holding company, incorporated in 1994, in connection with the deregulation of
electricity generation in Pennsylvania, to serve as the parent company to the regulated utility, PPL Electric, and to generation and other unregulated business
activities. PPL Electric was founded in 1920 as Pennsylvania Power & Light Company. PPL, through its regulated utility subsidiaries, delivers electricity to
customers in the U.K., Pennsylvania, Kentucky and Virginia; delivers natural gas to customers in Kentucky; and generates electricity from power plants in
Kentucky.
PPL's principal subsidiaries at December 31, 2018 are shown below (* denotes a Registrant).

PPL Corporation*

PPL Capital Funding
● Provides financing for the
operations of PPL and certain
subsidiaries

I

I

LKE*

PPL Global
● Engages in the regulated

PPL Electric*
● Engages in the regulated
transmission and distribution of
electricity in Pennsylvania

distribution of electricity in the U.K.

I

I

LG&E*

KU*

● Engages in the regulated

● Engages in the regulated

generation, transmission, distribution
and sale of electricity and the
regulated distribution and sale of
natural gas in Kentucky

generation, transmission, distribution
and sale of electricity, primarily in
Kentucky

U.K.
Regulated Segment

Kentucky
Regulated Segment

Pennsylvania
Regulated Segment

PPL Global is not a registrant. Unaudited annual consolidated financial statements for the U.K. Regulated Segment are furnished contemporaneously with
this report on a Form 8-K with the SEC.
In addition to PPL, the other Registrants included in this filing are as follows.
PPL Electric Utilities Corporation, headquartered in Allentown, Pennsylvania, is a wholly owned subsidiary of PPL organized in Pennsylvania in 1920 and a
regulated public utility that is an electricity transmission and distribution service provider in eastern and central Pennsylvania. PPL Electric is subject to
regulation as a public utility by the PUC, and certain of its transmission activities are subject to the jurisdiction of the FERC under the Federal Power Act.
PPL Electric delivers electricity in its Pennsylvania service area and provides electricity supply to retail customers in that area as a PLR under the Customer
Choice Act.
LG&E and KU Energy LLC, headquartered in Louisville, Kentucky, is a wholly owned subsidiary of PPL and a holding company that owns regulated utility
operations through its subsidiaries, LG&E and KU, which constitute substantially all of LKE's assets. LG&E and KU are engaged in the generation,
transmission, distribution and sale of electricity. LG&E also engages in the distribution and sale of natural gas. LG&E and KU maintain separate corporate
identities and serve customers in Kentucky under their respective names. KU also serves customers in Virginia under the Old Dominion Power name. LKE,
formed in 2003, is the successor to a Kentucky entity incorporated in 1989.
3
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Louisville Gas and Electric Company, headquartered in Louisville, Kentucky, is a wholly owned subsidiary of LKE and a regulated utility engaged in the
generation, transmission, distribution and sale of electricity and distribution and sale of natural gas in Kentucky. LG&E is subject to regulation as a public
utility by the KPSC, and certain of its transmission activities are subject to the jurisdiction of the FERC under the Federal Power Act. LG&E was incorporated
in 1913.
Kentucky Utilities Company, headquartered in Lexington, Kentucky, is a wholly owned subsidiary of LKE and a regulated utility engaged in the generation,
transmission, distribution and sale of electricity in Kentucky and Virginia. KU is subject to regulation as a public utility by the KPSC and the VSCC, and
certain of its transmission and wholesale power activities are subject to the jurisdiction of the FERC under the Federal Power Act. KU serves its Kentucky
customers under the KU name and its Virginia customers under the Old Dominion Power name. KU was incorporated in Kentucky in 1912 and in Virginia in
1991.
Segment Information
(PPL)
PPL is organized into three reportable segments as depicted in the chart above: U.K. Regulated, Kentucky Regulated, and Pennsylvania Regulated. The U.K.
Regulated segment has no related subsidiary Registrants. PPL's other reportable segments' results primarily represent the results of its related subsidiary
Registrants, except that the reportable segments are also allocated certain corporate level financing costs that are not included in the results of the applicable
subsidiary Registrants. PPL also has corporate and other costs which primarily include financing costs incurred at the corporate level that have not been
allocated or assigned to the segments, as well as certain other unallocated costs. The financial results of Safari Energy are also reported within Corporate and
Other.
A comparison of PPL's three regulated segments is shown below.

U.K. Regulated

Kentucky

Pennsylvania

Regulated

Regulated

For the year ended December 31, 2018:
Operating Revenues (in billions)

$

2.3

$

3.2

$

2.3

Net Income (in millions)

$

1,114

$

411

$

431

Electricity delivered (GWh)

74,181

33,650

37,497

At December 31, 2018:
Regulatory Asset Base (in billions) (a)

$

Service area (in square miles)

9.7

9.8

$

6.9

9,400

10,000

7.9

1.3

1.4

End-users (in millions)
(a)

$

21,600

Represents RAV for U.K. Regulated, capitalization for Kentucky Regulated and rate base for Pennsylvania Regulated.

See Note 2 to the Financial Statements for additional financial information about the segments.
(PPL Electric, LKE, LG&E and KU)
PPL Electric has two operating segments that are aggregated into a single reportable segment. LKE, LG&E and KU are individually single operating and
reportable segments.
•

U.K. Regulated Segment (PPL)
Consists of PPL Global, which primarily includes WPD's regulated electricity distribution operations, the results of hedging the translation of
WPD's earnings from British pound sterling into U.S. dollars, and certain costs, such as U.S. income taxes, administrative costs and acquisitionrelated financing costs.

WPD operates four of the 14 Ofgem regulated DNOs providing electricity service in the U.K. through indirect wholly owned subsidiaries: WPD (South West),
WPD (South Wales), WPD (East Midlands) and WPD (West Midlands). The number of network customers (end-users) served by WPD totals 7.9 million across
21,600 square miles in south Wales and southwest and central England.
Revenues, in millions, for the years ended December 31 are shown below.
4
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2018
Operating Revenues (a)
(a)

$

2017
2,268

$

2016
2,091

$

2,207

WPD’s Operating Revenues are translated from GBP to U.S. dollars using the average GBP to U.S. dollar exchange rates in effect each month. The annual weighted average of the
monthly GBP to U.S. dollar exchange rates used for the years ended December 31, 2018, 2017 and 2016 were $1.34 per GBP, $1.28 per GBP and $1.37 per GBP.

Franchise and Licenses
WPD’s operations are regulated by Ofgem under the direction of the Gas and Electricity Markets Authority. Ofgem is a non-ministerial government
department and an independent National Regulatory Authority that is responsible for protecting the interests of existing and future electricity and natural gas
consumers. The Electricity Act 1989 provides the fundamental framework for electricity companies and established licenses that require each of the DNOs to
develop, maintain and operate efficient distribution networks. WPD’s operations are regulated under these licenses which set the outputs WPD needs to
deliver for their customers and associated revenues WPD is allowed to earn. WPD operates under a regulatory year that begins April 1 and ends March 31 of
each year.
Ofgem has the formal power to propose modifications to each distribution license; however licensees can appeal such changes to the U.K.’s Competition and
Markets Authority in the event of a disagreement with the regulator. Generally, any potential changes to these licenses are reviewed with stakeholders in a
formal regulatory consultation process prior to a formal change proposal.
Competition
Although WPD operates in non-exclusive concession areas in the U.K., it currently faces little competition with respect to end-users connected to its network.
WPD's four DNOs are, therefore, regulated monopolies, which operate under regulatory price controls.
Customers
WPD provides regulated electricity distribution services to licensed third party energy suppliers who use WPD's networks to transfer electricity to their
customers, the end-users. WPD bills energy suppliers for this service and the supplier is responsible for billing its end-users. Ofgem requires that all licensed
electricity distributors and suppliers become parties to the Distribution Connection and Use of System Agreement. This agreement specifies how
creditworthiness will be determined and, as a result, whether the supplier needs to collateralize its payment obligations.
WPD’s costs make up approximately 17% of a U.K. end-user customer’s electricity bill.
U.K. Regulation and Rates
Overview
Ofgem has adopted a price control regulatory framework with a balanced objective of enhancing and developing electricity networks for the future,
controlling costs to customers and allowing DNOs, such as WPD's DNOs, to earn a fair return on their investments. This regulatory structure is focused on
outputs and performance in contrast to traditional U.S. utility ratemaking that operates under a cost recovery model. Price controls are established based on
long-term business plans developed by each DNO with substantial input from its stakeholders. To measure the outputs and performance, each DNO business
plan includes incentive targets that allow for increases and/or reductions in revenues based on operational performance, which are intended to align returns
with quality of service, innovation and customer satisfaction.
For comparative purposes, amounts listed below are in British pounds sterling, nominal prices and in calendar years unless otherwise noted.
Key Ratemaking Mechanisms
PPL believes the U.K. electricity utility model is a premium jurisdiction in which to do business due to its significant stakeholder engagement, incentivebased structure and high-quality ratemaking mechanisms.
5
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Current Price Control: RIIO-ED1
WPD is currently operating under an eight-year price control period called RIIO-ED1, which commenced for electricity distribution companies on April 1,
2015. The regulatory framework is based on an updated approach for sustainable network regulation known as the "RIIO" model where Revenue = Incentives
+ Innovation + Outputs.
The RIIO framework allowed for an MPR. On April 30, 2018, Ofgem announced its decision not to conduct an MPR of the RIIO-ED1 price control period.
In coordination with numerous stakeholders, WPD developed its business plans for RIIO-ED1 building off its historical track record and long-term strategy of
delivering industry-leading levels of performance at an efficient level of cost. As a result, all four of WPD’s DNOs' business plans were accepted by Ofgem as
"well justified" and were "fast-tracked" ahead of all of the other DNOs. WPD's DNOs were rewarded for being fast-tracked with preferential financial
incentives, a higher return on equity and higher cost savings retention under their business plans as discussed further below. However, an unintended
consequence of being fast-tracked resulted in WPD being disadvantaged from a cost of debt recovery standpoint as further discussed within “(2) Real Return
on capital from RAV” below.
WPD's combined RIIO-ED1 business plans as accepted by Ofgem included funding for total expenditures of approximately £12.8 billion (nominal) over the
eight-year period, broken down as follows:
•
•
•
•
•

Totex - £8.5 billion (£6.8 billion recovered as additions to RAV over time ("Slow pot"); £1.7 billion recovered in the year spent in the plan
("Fast pot"));
Pension deficit funding - £1.2 billion;
Cost of debt recovery - £1.0 billion;
Pass Through Charges - £1.6 billion (Property taxes, Ofgem fees and National Grid transmissions charges); and
Corporate income taxes recovery - £0.5 billion.

The chart below illustrates the building blocks of allowed revenue and GAAP net income for the U.K. Regulated Segment. The revenue components are
shown in either 2012/13 prices or nominal prices, consistent with the formulas Ofgem established for RIIO-ED1. The reference numbers included in each
block correspond with the descriptions that follow.
Regulatory- year ending Marc h 31
(11

(2 1

Base

Real Return
on RAV

Revenue
(12/13 prices£)

{12/13 prices )

(8 1

(11

+

(31

(41

(51

{0 1

(71

Depre ciation
of RAV

Fast
Pot

Tax
Allowance

Other Base
Reven ue (a)

Fast-tra ck

+

(12/13 p,ice:s )

(12/1 3 p,ic:es )

.....
Allowed

Revenue
{N om i.nal £ )

=[

Base

Revenue
(12/13 prices )

(10)

(9 1

MOD, TRU

+

(12/13 pric:es )

•

Inflati on

+

}

(12/13 p,ic:es )

+

{Nomins ij

+

(12)

{11 )

Ince ntive s

( 12113 prices )

+

K-factor
{Nominaij

Incentive
{12/13 prices )

(131

+

Other Allowed
Revenue (b)
{Nominal)

GAAP - calendar year converted to U.S. dollars
(141

(4 1 & (0 1

Net Income (c)

GAA P
Operating

(Si

Revenue

O&M (d),
Taxes other
than income (e)

GMP

(31

GAAP
Depreciation

{151

+

Other Incom e/
Expen se (f)

{2 1

Interest
Expense (g)

(51

GAA P

In come Ta:,ces
(h)

(a)
(b)
(c)
(d)

Primarily pension deficit funding, pass through costs, profiling adjustments and legacy price control adjustments.
Primarily pass through true-ups and £5 per residential customer reduction completed in the regulatory year ended March 31, 2017.
Reference Form 8-K filed February 14, 2019 for U.K. Regulated Segment GAAP Statement of Income component values.
Includes the service cost component of GAAP pension costs/income. See “Defined Benefits, Net periodic defined benefit costs (credits)” in Note 11 to the Financial
Statements.
(e) Primarily property taxes.
(f) Primarily includes the non-service cost (credit) components of GAAP pension costs/income and gains and losses on foreign currency hedges.
(g) Includes WPD interest and $32 million of allocated interest expense to finance the acquisition of WPD Midlands.
(h) GAAP income taxes represent an effective tax rate of 17% for 2018, 19% for 2017, 16% for 2016 and approximately 17% going forward.
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(1) Base Revenue
The base revenue that a DNO can collect in each year of the current price control period is the sum of the following which are discussed further below:
•
•
•
•
•
•
•
•
•

a return on capital from RAV;
a return of capital from RAV (i.e., depreciation);
the Fast pot recovery, see discussion “(4) Expenditure efficiency mechanisms” below;
an allowance for cash taxes paid less a potential reduction for tax benefits from excess leverage if a DNO is levered more than 65%
Debt/RAV;
pension deficit funding;
certain pass-through costs over which the DNO has no control;
profiling adjustments, see discussion “(6) Other revenue included in base revenue” below;
certain legacy price control adjustments from preceding price control periods, including the information quality incentive (also known as
the rolling RAV incentive); and
fast-track incentive - because WPD's four DNOs were fast-tracked through the price control review process for RIIO-ED1, their base revenue
also includes the fast-track incentive.

(2) Real Return on capital from RAV
Real-time returns on cost of regulated equity (real) - Ofgem establishes an allowed return on regulated equity that DNOs earn in their base business plan
revenues as a consideration of the financial parameters for each RIIO-ED1 business plan. For WPD, the base cost of equity collected in revenues was set at
6.4% (real). Base equity returns exclude inflation adjustments, allowances for incentive rewards/penalties and over/under collections driven by cost
efficiencies. WPD’s base equity returns are calculated using an equity ratio of 35% of RAV at the DNO. The equity ratio was reviewed and set during the
RIIO-ED1 business plan process taking various stakeholder impacts into consideration such as costs to consumers, credit ratings and investor needs. The
amounts of base real equity return for 2018, 2017 and 2016 were £160 million, £151 million and £144 million.
Indexed cost of debt recovery (real) - As part of WPD’s fast-track agreement with Ofgem for RIIO-ED1, WPD collects in revenues an assumed real cost of debt
that is derived from a historical 10-year bond index (iBoxx) and adjusted annually for inflation. This calculated real cost of debt is then applied to 65% of
RAV at the DNOs to determine the cost of debt revenue recovery. The cost of debt was set at 2.55% in the original "well justified" business plans. The
recovery amounts are trued up annually as a component of the MOD true-up mechanism described within "(9) MOD and Inflation True-Up (TRU)" below.
As discussed above, WPD’s cost of debt revenue allowances are derived from using a rolling 10-year trailing average of
historical 10-year bond index (iBoxx); however, the cost of debt revenue allowances for all slow track companies are derived
using an extending trailing average of the index. Under this approach, the trailing average period used is progressively extended from 10 to 20 years and
consequently short-term fluctuations in the interest rate have a less pronounced effect on the regulatory cost of debt applied. Therefore, WPD’s cost of debt
recovery is significantly lower than it would have been had it been derived under the approach used for the slow-track companies.
Over the 8-year RIIO-ED1 period WPD is expected to under-recover its cost of debt at the four DNOs, based upon the latest inflation assumptions and
projected 10-year iBoxx bond indices rates, by approximately £175 million primarily driven by the previously discussed differing cost of debt recovery
calculations. Under the terms of the fast track process, fast tracked companies were not supposed to be disadvantaged financially to slow track companies. It
is uncertain, however, at this time, if WPD will be able to recover any of this under-recovery in the next price control period, RIIO-ED2, beginning April 1,
2023.
Interest costs relating to long-term debt issued at WPD’s holding companies are not recovered in revenues and for 2018, 2017 and 2016 were approximately
£46 million, £49 million and £54 million.
(3) Recovery of depreciation in revenues - Recovery of depreciation in regulatory revenues is one of the key mechanisms Ofgem uses to support financeable
business plans that provide incentives to attract the continued substantial investment required in the U.K. Differences between GAAP and regulatory
depreciation exist primarily due to differing assumptions on asset lives and because RAV is adjusted for inflation using RPI.
Compared to asset lives established for GAAP, asset lives established for ratemaking are set by Ofgem based on economic lives which results in improved
near-term revenues and cash flows for DNOs during investment cycles. Under U.K. regulation prior to RIIO-ED1, electric distribution assets were depreciated
on a 20-year asset life for the purpose of setting revenues. After
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review and consultation, Ofgem decided to use 45-year asset lives for RAV additions after April 1, 2015, with transitional arrangements available for DNOs
that fully demonstrated a need to ensure a financeable plan. WPD adopted a transition that has a linear increase in asset lives from 20 to 45 years for additions
to RAV in each year of RIIO-ED1 (with additions averaging a life of approximately 35 years over this period), which adds support to its credit metrics. RAV
additions prior to March 31, 2015 continue to be recovered in revenues over 20 years.
The asset lives used to determine depreciation expense for GAAP purposes are not the same as those used for the depreciation of the RAV in setting revenues
and, as such, vary by asset type and are based on the expected useful lives of the assets. Effective January 1, 2015, after completing a review of the useful
lives of its distribution network assets, WPD set the weighted average useful lives to 69 years for GAAP depreciation expense.
Because Ofgem uses a real cost of capital, the RAV and recovery of depreciation are adjusted for inflation using RPI. The inflation revenues collected in this
line item help recover the cost of equity and debt returns on a "nominal" basis, compared to the "real" rates used to set the return component of base revenues.
This regulatory construct, in combination with the different assets lives used for ratemaking and GAAP, results in amounts collected by WPD as recovery of
depreciation in revenues being significantly higher than the amounts WPD recorded for depreciation expense under GAAP. For 2018, 2017 and 2016, this
difference was £444 million, £424 million and £415 million (pre-tax) and positively impacted net income. The difference is expected to continue in the £400
million to £450 million (pre-tax) range at least through 2022 (the last full calendar year of RIIO-ED1), assuming RPI of approximately 3.0% per year from
2019 through 2022 and based on expected RAV additions of approximately £800 million per year to prepare the distribution system for future U.K. energy
objectives while maintaining premier levels of reliability and customer service.
(4) Expenditure efficiency mechanisms - Ofgem introduced the concept of Totex in RIIO to ensure all DNOs face equal incentives in choosing between
operating and capital solutions. Totex is split between immediate recovery (called "Fast pot") and deferred recovery as an addition to the RAV (called "Slow
pot"). The ratio of Slow pot to Fast pot was determined by each DNO in their business plan development. WPD established a Totex split of 80% Slow pot and
20% Fast pot for RIIO-ED1 to balance maximizing RAV growth with immediate cost recovery to support investment grade credit ratings. Comparatively,
other DNOs on average used a ratio of approximately 70% Slow pot and 30% Fast pot for RIIO-ED1.
Ofgem also allows a Totex Incentive Mechanism that is intended to reward DNOs for cost efficiency. WPD's DNOs are able to retain 70% of any amounts not
spent against its RIIO-ED1 plan and bear 70% of any over-spends. Any amounts to be returned to customers are trued up in the AIP discussed below.
Because Fast pot cost recovery represents 20% of Totex expenditures and certain other costs are recovered in other components of revenue, Fast pot will not
equal operation and maintenance expenses recorded for GAAP purposes.
(5) Income Tax Allowance - For price control purposes, WPD collects income tax based on Ofgem’s notional tax charge, which will not equal the amount of
income tax expense recorded for GAAP purposes. The following table shows the amount of taxes collected in revenues and recorded under GAAP.
2018
Taxes collected in revenues

£

Taxes recorded under GAAP

2017
58
156

£

2016
57

£

139

53
119

(6) Other revenue included in base revenue - Other revenue included in base revenue primarily consists of pension deficit funding, pass through costs,
profiling adjustments and legacy price control adjustments.
Recovery of annual (normal) pension cost and pension deficit funding - Ofgem allows DNOs to recover annual (normal) pension costs through the Totex
allocation, split between the previously described Fast pot (immediate recovery) and Slow pot recovery (as an addition to RAV). The amount of normal
pension cost is computed by the pension trustees, using assumptions that differ from those used in calculating pension costs/income under GAAP. In
addition, the timing of the revenue collection may not match the actual pension payment schedule, resulting in a timing difference of cash flows.
In addition, WPD recovers approximately 80% of pension deficit funding for certain of WPD's defined benefit pension plans in conjunction with actual costs
similar to the Fast pot mechanism. The pension deficit is determined by the pension trustees on a triennial basis in accordance with their funding
requirements. Pension deficit funding recovered in revenues was £147 million, £142 million and £139 million in 2018, 2017 and 2016. WPD expects similar
amounts to be collected in revenues through
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March 31, 2021, but cannot predict amounts that will be collected in revenues beyond then as the plans are approaching a fully funded status. The next
triennial pension review will commence in March 2019 and is expected to conclude by the end of 2020.
See Note 11 to the Financial Statements for additional information on pension costs/income recognized under GAAP.
Recovery of pass through costs - WPD recovers certain pass-through costs over which the DNO has no control such as property taxes, National Grid
transmission charges and Ofgem fees. Although these items are intended to be pass-through charges there could be timing differences, primarily related to
property taxes, as to when amounts are collected in revenues and when amounts are expensed in the Statements of Income. WPD over-collected property
taxes by £38 million, £19 million and £8 million in 2018, 2017 and 2016. WPD expects to continue to over-recover property taxes until the end of RIIOED1. Amounts under-or over-recovered in revenues in a regulatory year are trued up through revenues two regulatory years later.
Profiling adjustments - Ofgem permitted DNOs the flexibility to make profiling adjustments to their base revenues within their business plans. These
adjustments do not affect the total base revenue in real terms over the eight-year price control period, but change the year in which the revenue is collected.
In the first year of RIIO-ED1, WPD’s base revenue decreased by 11.8% compared to the final year of the prior price control period (DPCR5), primarily due to a
change in profiling methodology and a lower weighted-average cost of capital. Base revenue then increases by approximately 2.5% per annum before
inflation for regulatory years up to March 31, 2019 and by approximately 1% per annum before inflation for each regulatory year thereafter for the remainder
of RIIO-ED1.
(7) Incentives for developing high-quality business plans (known as fast-tracking) - For RIIO-ED1, Ofgem incentivized DNOs with certain financial rewards
to develop "well justified" business plans that drive value to customers. WPD was awarded the following incentives for being fast-tracked by Ofgem:
•
•
•

an annual fast-track revenue incentive worth 2.5% of Totex (approximately £25 million annually for WPD);
a real cost of equity rate of 6.4% compared to 6.0% for slow-tracked DNOs; and,
cost savings retention was established at 70% for WPD compared to approximately 55% for slow-tracked DNOs.

(8) Allowed Revenue - Allowed revenue is the amount that a DNO can collect from its customers in order to fund its investment requirements.
Base revenues are adjusted annually during RIIO-ED1 to arrive at allowed revenues. These adjustments are discussed in sections (9) through (13) below.
(9) MOD and Inflation True-Up (TRU)
MOD - RIIO-ED1 includes an AIP that allows future base revenues, agreed with the regulator as part of the price control review, to be updated during the price
control period for financial adjustments including taxes, pensions, cost of debt, legacy price control adjustments from preceding price control periods and
adjustments relating to actual and allowed total expenditure together with the Totex Incentive Mechanism (TIM). The AIP calculates an incremental change
to base revenue, known as the "MOD" adjustment.
•
•
•
•

The MOD provided by Ofgem in November 2016 included the TIM for the 2015/16 regulatory year, as well as the cost of debt calculation
based on the 10-year trailing average to October 2016. This MOD of £12 million reduced base revenue in calendar years 2017 and 2018 by
£8 million and £4 million.
The MOD provided by Ofgem in November 2017 for the 2016/17 regulatory year is a £39 million reduction to revenue and reduced base
revenue in calendar year 2018 by £26 million and will reduce base revenue in calendar year 2019 by £13 million.
The MOD provided by Ofgem in November 2018 for the 2017/18 regulatory year is a £42 million reduction to revenue and will reduce base
revenue in calendar years 2019 and 2020 by £28 million and £14 million.
The projected MOD for the 2018/19 regulatory year is a £87 million reduction to revenue and is expected to reduce base revenue in
calendar years 2020 and 2021 by £58 million and £29 million.

TRU - As discussed below in "(10) Inflation adjusted, multi-year rate cycle," the base revenue for the RIIO-ED1 period was set based on 2012/13 prices.
Therefore an inflation factor as determined by forecasted RPI, provided by HM Treasury, is applied to base revenue. Forecasted RPI is trued up to actuals and
affects future base revenue two regulatory years later. This revenue change is called the "TRU" adjustment.
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•
•
•
•

The TRU for the 2015/16 regulatory year was a £31 million reduction to revenue and reduced base revenue in calendar years 2017 and
2018 by £21 million and £10 million.
The TRU for the 2016/17 regulatory year was a £6 million reduction to revenue and reduced base revenue in calendar year 2018 by £4
million and will reduce base revenue in calendar year 2019 by £2 million.
The TRU for the 2017/18 regulatory year was a £4 million increase to revenue and will increase base revenue in calendar years 2019 and
2020 by £3 million and £1 million.
The projected TRU for the 2018/19 regulatory year is a £3 million increase to revenue and is expected to increase base revenue in calendar
years 2020 and 2021 by £2 million and £1 million.

As both MOD and TRU are changes to future base revenues as determined by Ofgem, these adjustments are recognized as a component of revenues in future
years in which service is provided and revenues are collected or returned to customers. PPL's projected earnings per share growth rate through 2020 includes
both the TRU and MOD for regulatory years 2015/16, 2016/17 and 2017/18 and the estimated TRU and MOD for 2018/19.
(10) Inflation adjusted, multi-year rate cycle - Ofgem built its price control framework to better coincide with the long-term nature of electricity distribution
investments. The current price control for electricity distribution is for the eight-year period from April 1, 2015 through March 31, 2023. This both required
and enabled WPD to design a base business plan with predictable revenues and expenses over the long-term to drive value for its customers through
predetermined outputs and for its investors through preset base returns. A key aspect to the multi-year cycle is an annual inflation adjustment for revenue and
cost components, which are inflated using RPI from the base 2012/13 prices used to establish the business plans. Consistent with Ofgem’s formulas, the
inflation adjustment is applied to base revenue, MOD and TRU when determining allowed revenue. This inflation adjustment also has the effect of inflating
RAV, and real returns are earned on the inflated RAV.
(11) Incentive revenues for strong operational performance and innovation - Ofgem has established incentives to provide opportunities for DNOs to
enhance overall returns by improving network efficiency, reliability and customer service. These incentives can result in an increase or reduction in revenues
based on incentives or penalties for actual performance against pre-established targets based on past performance. Some of the more significant incentives
that may affect allowed revenue include the Interruptions Incentive Scheme (IIS), the broad measure of customer service (BMCS) and the time to connect
(TTC) incentive:
•
•
•

The IIS has two major components: (1) Customer interruptions (CIs) and (2) Customer minutes lost (CMLs), and both are designed to
incentivize the DNOs to invest in and operate their networks to manage and reduce both the frequency and duration of power outages.
The BMCS encompasses customer satisfaction in supply interruptions, connections and general inquiries, complaints, stakeholder
engagement and delivery of social obligations.
The TTC incentive rewards DNOs for reducing connection times for minor connections against an Ofgem set target.

The annual incentives and penalties are reflected in customer rates on a two-year lag from the time they are earned and/or assessed. Based on applicable
GAAP, incentive revenues and penalties are recorded in revenues when they are billed to customers. The following table shows the amount of incentive
revenues (in total), primarily from IIS, BMCS and TTC that WPD has received and is projected to receive on a calendar year basis:
Incentive Received
Calendar Year Ended Incentive Earned
2014

(a)

Calendar Year Ended Incentive

(in millions)
£

Included in Revenue
83

2016

2015

79

2017

2016

76

2018

2017

72

2019

2018 (a)

70-80

2020

2019 (a)

70-80

2021

Reflects projected incentive revenues.

(12) Correction Factor (K-factor) - During the price control period, WPD sets its tariffs to recover allowed revenue. However, in any fiscal period, WPD's
revenue could be negatively affected if its tariffs and the volume delivered do not fully recover the allowed revenue for a particular period. Conversely, WPD
could over-recover revenue. Over- and under-recoveries are subtracted from or added to allowed revenue in future years, known as the "Correction Factor" or
"K-factor." Over and under-recovered amounts during RIIO-ED1 will be refunded/recovered two regulatory years later.
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•
•
•
•

The K-factor for the 2015/16 regulatory year was a £4 million under-recovery and increased allowed revenue in calendar years 2017 and
2018 by £3 million and £1 million.
The K-factor for the 2016/17 regulatory year was a £23 million over-recovery and reduced allowed revenue in calendar year 2018 by £15
million and will reduce allowed revenue in calendar year 2019 by £8 million.
The K-factor for the 2017/18 regulatory year was a £3 million over-recovery and will reduce allowed revenue in calendar years 2019 and
2020 by £2 million and £1 million.
The projected K-factor for the 2018/19 regulatory year is a £31 million over-recovery and is expected to reduce allowed revenue in
calendar years 2020 and 2021 by £21 million and £10 million.

Historically, tariffs have been set a minimum of three months prior to the beginning of the regulatory year (April 1). In February 2015, Ofgem determined that,
beginning with the 2017/18 regulatory year, tariffs would be established a minimum of fifteen months in advance. Therefore, in December 2015, WPD was
required to establish tariffs for the 2016/17 and 2017/18 regulatory years. This change will potentially increase volatility in future revenue forecasts due to
the need to forecast components of allowed revenue including MOD, TRU, K-factor and incentive revenues.
(13) Other Allowed Revenue - Other Allowed Revenue primarily consists of pass through true-ups and £5 per residential customer reduction. For a discussion
on property tax true-ups, see recovery of pass through costs in "(6) Other revenue included in base revenue" above.
In the 2016/17 regulatory year, WPD recovered a £5 per residential network customer reduction given through reduced tariffs in 2014/15. As a result,
revenues were positively affected in calendar years 2017 and 2016 by £13 million and £25 million.
(14) GAAP Operating Revenue - Operating revenue under GAAP primarily consists of allowed revenue that has been collected in the calendar year converted
to U.S. dollars. It also includes miscellaneous revenue primarily from engineering recharge work and ancillary activity revenue. Engineering recharge is work
performed for a third party by WPD which is not for general network maintenance or to increase reliability. Examples are diversions and running new lines
and equipment for a new housing complex. Ancillary activity revenue includes revenue primarily from WPD’s Telecoms and Property companies. For
additional information on ancillary activity revenue, see footnote c in "Item 7. Combined Management’s Discussion and Analysis of Financial Conditions
and Results of Operation - Reconciliation of Adjusted Gross Margins." The amounts of miscellaneous revenue for 2018, 2017 and 2016 were £115 million,
£90 million and £84 million. The margin or profit on these activities; however, was not significant.
(15) Currency Hedging - Earnings generated by PPL's U.K. subsidiaries are subject to foreign currency translation risk. Due to the significant earnings
contributed from WPD, PPL enters into foreign currency contracts to economically hedge the value of the GBP versus the U.S. dollar. These hedges do not
receive hedge accounting treatment under GAAP. See "Overview- Financial and Operational Developments - U.K. Membership in European Union" in "Item
7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" for a discussion of U.K. earnings hedging activity.
GAAP Accounting implications:
As the regulatory model in the U.K. is incentive based rather than a cost recovery model, WPD is not subject to accounting for the effects of certain types of
regulation as prescribed by GAAP. Therefore, the accounting treatment for the differences in the amounts collected in revenues and the amounts recorded for
expenses related to depreciation, pensions, cost of debt and income taxes, and the adjustments to base revenue and/or allowed revenue are evaluated
primarily based on revenue recognition guidance.
See "Revenue Recognition" in Note 1 to the Financial Statements for additional information.
See "Item 1A. Risk Factors - Risks related to our U.K. Regulated Segment" for additional information on the risks associated with the U.K. Regulated
Segment.
RIIO-2 Framework
On March 7, 2018, Ofgem issued its consultation document on the RIIO-2 framework, which covers all U.K. gas and electricity transmission and distribution
price controls. The current electricity distribution price control, RIIO-ED1, continues through March 31, 2023 and will not be impacted by this RIIO-2
consultation process. Ofgem consulted on a wide range of issues, including cost of debt and equity methodologies, the length of the price control period,
indexation methodologies, innovation, stakeholder engagement in the business planning process and performance incentive mechanisms. The purpose of the
RIIO-2 framework consultation was to build on lessons learned from the current price controls while supporting low costs to
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consumers, improved customer service and reliability, and the U.K.'s continued shift to a low-carbon future. Comments on the RIIO-2 framework were due in
May 2018. On July 30, 2018, Ofgem published its decision following its RIIO-2 framework consultation after consideration of comments received. Ofgem
confirmed the following points in the decision document:
•
•
•
•
•

•
•

There will be a five-year default length for the price control period, compared to eight years in the current RIIO-ED1 price control.
There is intent to shift the inflation index used for calculating RAV and allowed returns from RPI to CPIH. Ofgem stated overall, consumers
and investors as a whole will be neither better nor worse off in net present value terms as a result of the shift to CPIH and a transition period
may be required.
There will be no change to the existing depreciation policy of using economic asset lives as the basis for depreciating RAV as part of base
revenue calculations. WPD is currently transitioning to 45 year asset lives for new additions in RIIO-ED1 based on Ofgem’s extensive
review of asset lives in RIIO-ED1.
Ofgem will retain the option for fast-tracking for electricity distribution companies only. Fast tracking will be further considered as part of
the electricity distribution sector specific consultation.
A new enhanced engagement model will be introduced which will require distribution companies to set up a customer engagement group to
provide Ofgem with a public report of their views on the companies’ business plans from the perspective of local stakeholders. Ofgem will
also establish an independent RIIO-2 challenge group comprised of consumer experts to provide Ofgem with a public report on companies’
business plans.
Ofgem intends to expand the role of competition for projects that are new, separable and high value. WPD does not currently have any
planned projects that would meet the high value threshold.
A focus of RIIO-2 will be on whole-system outcomes. Ofgem envisions network companies and system operators working together to ensure
the energy system as a whole is efficient and delivers best value to consumers. Ofgem is undertaking further work to clarify the definition of
whole-system and the appropriate roles of the network companies in supporting the energy transition.

Ofgem also indicated further work is needed on other price control principles, including but not limited to, cost of equity, cost of debt, financeability and
incentives with decisions on these items expected to be made in the sector specific consultations or within the individual company business plan
submissions.
In December 2018, the promulgation of sector specific price controls began with Ofgem publishing its consultation related to its RIIO-2 price controls for the
gas distribution, gas transmission and electricity transmission operators that will be effective from April 2021 to March 2026. This current consultation does
not apply directly to electricity distribution network operators although some decisions will be precedent setting. The electricity distribution price control
work is scheduled to begin in 2020, at which time Ofgem plans to publish its RIIO-ED2 strategy consultation document.
Although the electricity distribution consultation does not commence until 2020, WPD is engaged in the RIIO-2 process and will be responding to the
December 2018 consultation document. PPL cannot predict the outcome of this process or the long-term impact it or the final RIIO-ED2 regulations will have
on its financial condition or results of operations.
•

Kentucky Regulated Segment (PPL)
Consists of the operations of LKE, which owns and operates regulated public utilities engaged in the generation, transmission, distribution and sale
of electricity and distribution and sale of natural gas, representing primarily the activities of LG&E and KU. In addition, certain acquisition-related
financing costs are allocated to the Kentucky Regulated segment.

(PPL, LKE, LG&E and KU)
LG&E and KU, direct subsidiaries of LKE, are engaged in the regulated generation, transmission, distribution and sale of electricity in Kentucky and, in KU's
case, also Virginia. LG&E also engages in the distribution and sale of natural gas in Kentucky. LG&E provides electric service to approximately 414,000
customers in Louisville and adjacent areas in Kentucky, covering approximately 700 square miles in nine counties and provides natural gas service to
approximately 328,000 customers in its electric service area and eight additional counties in Kentucky. KU provides electric service to approximately
527,000 customers in 77 counties in central, southeastern and western Kentucky and approximately 28,000 customers in five counties in southwestern
Virginia, covering approximately 4,800 non-contiguous square miles. KU also sells wholesale electricity to 10 municipalities in Kentucky under load
following contracts.
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Details of operating revenues, in millions, by customer class for the years ended December 31 are shown below.
2018

2017
% of
Revenue

Revenue

2016
% of
Revenue

Revenue

% of
Revenue

Revenue

LKE
Commercial

$

858

27

854

27

834

27

566

18

603

19

601

19

1,313

41

1,259

40

1,261

40

Other (a)

293

9

280

9

288

9

Wholesale - municipal

105

3

112

4

116

4

Wholesale - other (b)

79

2

48

1

41

1

3,214

100

3,156

100

3,141

100

Industrial
Residential

$

Total

$

$

$

$

(a) Primarily includes revenues from street lighting and other public authorities.
(b) Includes wholesale power and transmission revenues.
2018

2017
% of
Revenue

Revenue

2016
% of
Revenue

Revenue

% of
Revenue

Revenue

LG&E
Commercial

451

30

453

31

442

31

Industrial

$

178

12

187

13

185

13

Residential

661

44

637

44

627

44

Other (a)

133

9

123

8

135

9

73

5

53

4

41

3

1,496

100

1,453

100

1,430

100

Wholesale - other (b)
$

Total

$

$

$

$

(a) Primarily includes revenues from street lighting and other public authorities.
(b) Includes wholesale power and transmission revenues. Also includes intercompany power sales and transmission revenues, which are eliminated upon consolidation at LKE.
2018

2017
% of
Revenue

Revenue

Revenue

2016
% of
Revenue

Revenue

% of
Revenue

KU
Commercial

407

23

401

23

392

22

Industrial

$

388

22

416

24

416

24

Residential

652

37

622

36

634

36

Other (a)

160

9

157

9

153

9

Wholesale - municipal

105

6

112

6

116

7

Wholesale - other (b)

48

3

36

2

38

2

1,760

100

1,744

100

1,749

100

$

Total

$

$

$

$

(a) Primarily includes revenues from street lighting and other public authorities.
(b) Includes wholesale power and transmission revenues. Also includes intercompany power sales and transmission revenues, which are eliminated upon consolidation at LKE.

Franchises and Licenses
LG&E and KU provide electricity delivery service, and LG&E provides natural gas distribution service, in their respective service territories pursuant to
certain franchises, licenses, statutory service areas, easements and other rights or permissions granted by state legislatures, cities or municipalities or other
entities.
Competition
There are currently no other electric public utilities operating within the electric service areas of LKE. From time to time, bills are introduced into the
Kentucky General Assembly which seek to authorize, promote or mandate increased distributed generation, customer choice or other developments. Neither
the Kentucky General Assembly nor the KPSC has adopted or approved a plan or timetable for retail electric industry competition in Kentucky. The nature or
timing of legislative or regulatory actions, if any, regarding industry restructuring and their impact on LKE, which may be significant, cannot currently
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be predicted. Virginia, formerly a deregulated jurisdiction, has enacted legislation that implemented a hybrid model of cost-based regulation. KU's operations
in Virginia have been and remain regulated.
Alternative energy sources such as electricity, oil, propane and other fuels indirectly impact LG&E's natural gas revenues. Marketers may also compete to sell
natural gas to certain large end-users. LG&E's natural gas tariffs include gas price pass-through mechanisms relating to its sale of natural gas as a commodity.
Therefore, customer natural gas purchases from alternative suppliers do not generally impact LG&E's profitability. Some large industrial and commercial
customers, however, may physically bypass LG&E's facilities and seek delivery service directly from interstate pipelines or other natural gas distribution
systems.
Power Supply
At December 31, 2018, LKE owned, controlled or had a minority ownership interest in generating capacity of 8,017 MW, of which 2,920 MW related to
LG&E and 5,097 MW related to KU, in Kentucky, Indiana, and Ohio. See "Item 2. Properties - Kentucky Regulated Segment" for a complete list of LKE's
generating facilities.
The system capacity of LKE's owned or controlled generation is based upon a number of factors, including the operating experience and physical condition
of the units, and may be revised periodically to reflect changes in circumstances.
During 2018, LKE's power plants generated the following amounts of electricity.
GWh
Fuel Source

LKE

Coal (a)

LG&E

KU

28,742

12,446

16,296

6,301

1,584

4,717

Hydro

344

191

153

Solar

17

7

10

35,404

14,228

21,176

Gas

Total (b)

(a) Includes 859 GWh of power generated by and purchased from OVEC for LKE, 594 GWh for LG&E and 265 GWh for KU.
(b) This generation represents increases for LKE, LG&E and KU of 5.7%, 5% and 6.2% from 2017 output.

The majority of LG&E's and KU's generated electricity was used to supply their retail and KU's municipal customer base.
LG&E and KU jointly dispatch their generation units with the lowest cost generation used to serve their retail and municipal customers. When LG&E has
excess generation capacity after serving its own retail customers and its generation cost is lower than that of KU, KU purchases electricity from LG&E and
vice versa.
As a result of environmental requirements and energy efficiency measures, KU anticipates retiring two older coal-fired units at the E.W. Brown plant in 2019
with a combined summer rating capacity of 272 MW.
In 2016, LG&E and KU completed construction activities and placed into commercial operation a 10 MW solar generating facility at the E.W. Brown
generating site. Additionally, LG&E and KU received approval from the KPSC to develop a 4 MW Solar Share facility to service a Solar Share program. The
Solar Share program is an optional, voluntary program that allows customers to subscribe capacity in the Solar Share facility. Construction is expected to
begin, in 500-kilowatt phases, when subscription is complete. The subscription for the first 500-kilowatt phase was completed in June 2018. Construction of
the first section has begun and is expected to be operational in the summer of 2019. LG&E and KU continue to market the program and receive interest from
customers for the second 500-kilowatt phase.
Fuel Supply
Coal and natural gas will continue to be the predominant fuel used by LG&E and KU for generation for the foreseeable future. Natural gas used for generation
is primarily purchased using contractual arrangements separate from LG&E's natural gas distribution operations. Natural gas and oil are also used for
intermediate and peaking capacity and flame stabilization in coal-fired boilers.
Fuel inventory is maintained at levels estimated to be necessary to avoid operational disruptions at coal-fired generating units. Reliability of coal deliveries
can be affected from time to time by a number of factors including fluctuations in demand, coal mine production issues and other supplier or transporter
operating difficulties.
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LG&E and KU have entered into coal supply agreements with various suppliers for coal deliveries through 2023 and augment their coal supply agreements
with spot market purchases, as needed.
For their existing units, LG&E and KU expect for the foreseeable future to purchase most of their coal from western Kentucky, southern Indiana and southern
Illinois. LG&E and KU continue to purchase certain quantities of ultra-low sulfur content coal from Wyoming for blending at Trimble County Unit 2. Coal is
delivered to the generating plants primarily by barge and rail.
To enhance the reliability of natural gas supply, LG&E and KU have secured firm long-term pipeline transport capacity with contracts of various durations
from 2019 to 2024 on the interstate pipeline serving Cane Run Unit 7. This pipeline also serves the six simple cycle combustion turbine units located at the
Trimble County site as well as four other simple cycle units at the Cane Run and Paddy's Run sites. For the seven simple cycle combustion turbines at the
E.W. Brown facility, no firm long-term pipeline transport capacity has been purchased due to the facility being interconnected to two pipelines and some of
the units having dual fuel capability.
LG&E and KU have firm contracts for a portion of the natural gas fuel for Cane Run Unit 7 through December 2020. The bulk of the natural gas fuel remains
purchased on the spot market.
(PPL, LKE and LG&E)
Natural Gas Distribution Supply
Five underground natural gas storage fields, with a current working natural gas capacity of approximately 15 billion cubic feet (Bcf), are used in providing
natural gas service to LG&E's firm sales customers. Natural gas is stored during the summer season for withdrawal during the following winter heating season.
Without this storage capacity, LG&E would be required to purchase additional natural gas and pipeline transportation services during winter months when
customer demand increases and the prices for natural gas supply and transportation services are expected to be higher. At December 31, 2018, LG&E had 12
Bcf of natural gas stored underground with a carrying value of $41 million.
LG&E has a portfolio of supply arrangements of varying durations and terms that provide competitively priced natural gas designed to meet its firm sales
obligations. These natural gas supply arrangements include pricing provisions that are market-responsive. In tandem with pipeline transportation services,
these natural gas supplies provide the reliability and flexibility necessary to serve LG&E's natural gas customers.
LG&E purchases natural gas supply transportation services from two pipelines. LG&E has contracts with one pipeline that are subject to termination by
LG&E between 2020 and 2023. Total winter season capacity under these contracts is 184,900 MMBtu/day and summer season capacity is 60,000
MMBtu/day. With this same pipeline, LG&E also has another contract for pipeline capacity through 2026 in the amount of 60,000 MMBtu/day during both
the winter and summer seasons. LG&E has a single contract with a second pipeline with a total capacity of 20,000 MMBtu/day during both the winter and
summer seasons that expires in 2023.
LG&E expects to purchase natural gas supplies for its gas distribution operations from onshore producing regions in South Texas, East Texas, North
Louisiana and Arkansas, as well as gas originating in the Marcellus and Utica production areas.
(PPL, LKE, LG&E and KU)
Transmission
LG&E and KU contract with the Tennessee Valley Authority to act as their transmission reliability coordinator and contract with TranServ International, Inc.
to act as their independent transmission organization.
Rates
LG&E is subject to the jurisdiction of the KPSC and the FERC, and KU is subject to the jurisdiction of the KPSC, the FERC and the VSCC. LG&E and KU
operate under a FERC-approved open access transmission tariff.
LG&E's and KU's Kentucky base rates are calculated based on a return on capitalization (common equity, long-term debt and short-term debt) including
adjustments for certain net investments and costs recovered separately through other means. As such, LG&E and KU generally earn a return on regulatory
assets in Kentucky.

15

Source: PPL CORP, 10-K, February 14, 2019

Powered by Morningstar® Document Research℠

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

Table of Contents
KU's Virginia base rates are calculated based on a return on rate base (net utility plant plus working capital less accumulated deferred income taxes and
miscellaneous deductions). As all regulatory assets and liabilities, except the levelized fuel factor and regulatory assets or liabilities recorded for pension and
postretirement benefits and AROs related to certain CCR impoundments, are excluded from the return on rate base utilized in the calculation of Virginia base
rates, no return is earned on the related assets.
KU's rates to 10 municipal customers for wholesale power requirements are calculated based on annual updates to a formula rate that utilizes a return on rate
base (net utility plant plus working capital less accumulated deferred income taxes and miscellaneous deductions). As all regulatory assets and liabilities,
except regulatory assets recorded for AROs related to CCR impoundments, are excluded from the return on rate base utilized in the development of municipal
rates, no return is earned on the related assets. In April 2014, certain municipalities submitted notices of termination, under the notice period provisions, to
cease taking power under the wholesale requirements contracts. KU's service to eight municipalities will terminate effective May 1, 2019.
Rate Case Proceedings
(PPL, LKE, LG&E and KU)
On September 28, 2018, LG&E and KU filed requests with the KPSC for an increase in annual base electricity rates of approximately $112 million at KU and
increases in annual base electricity and gas rates of approximately $35 million and $25 million at LG&E. The proposed base rate increases would result in an
electricity rate increase of 6.9% at KU and electricity and gas rate increases of 3% and 7.5% at LG&E. As discussed in the "TCJA Impact on LG&E and KU
Rates" section below, LG&E's and KU's applications seek to include applicable changes associated with the TCJA in the calculation of the proposed base
rates and to terminate the TCJA bill credit mechanism when the new base rates go into effect.
New rates are expected to become effective on May 1, 2019. The applications are based on a forecasted test year of May 1, 2019 through April 30, 2020 with
a requested return-on-equity of 10.42%. A number of parties have been granted intervention requests in the proceeding. Data discovery and the filing of
written testimony will continue through February 2019 and a hearing is scheduled in March 2019. LG&E and KU cannot predict the outcome of these
proceedings.
(LKE and KU)
In September 2017, KU filed a request seeking approval from the VSCC to increase annual Virginia base electricity revenue by $7 million, representing an
increase of 10.4%. On March 22, 2018, KU reached a settlement agreement regarding the case, including the impact of the TCJA on rates, resulting in an
increase in annual Virginia base electricity revenue of $2 million. This represents an increase of 2.8% with rates effective June 1, 2018. On May 8, 2018, the
VSCC issued an Order approving the settlement agreement.
TCJA Impact on LG&E and KU Rates
(PPL, LKE, LG&E and KU)
On December 21, 2017, Kentucky Industrial Utility Customers, Inc. submitted a complaint with the KPSC against LG&E and KU, as well as other utility
companies in Kentucky, alleging that their respective rates would no longer be fair, just and reasonable following the enactment of the TCJA, which reduced
the federal corporate tax rate from 35% to 21%. The complaint requested the KPSC to issue an order requiring LG&E and KU to begin deferring, as of January
1, 2018, the revenue requirement effect of all income tax expense savings resulting from the federal corporate income tax reduction, including the
amortization of excess deferred income taxes by recording those savings in a regulatory liability account and establishing a process by which the federal
corporate income tax savings will be passed back to customers.
On January 29, 2018, LG&E, KU, Kentucky Industrial Utility Customers, Inc. and the Office of the Attorney General reached a settlement agreement to
commence returning savings related to the TCJA to their customers through their ECR, DSM and LG&E's GLT rate mechanisms beginning in March 2018
and through a new bill credit mechanism from April 1, 2018 through April 30, 2019 and thereafter until tax-reform related savings are reflected in changes in
base rates. The estimated impact of the rate reduction represents approximately $91 million in KU electricity revenues ($70 million through the new bill
credit and $21 million through existing rate mechanisms), $69 million in LG&E electricity revenues ($49 million through the new bill credit and $20 million
through existing rate mechanisms) and $17 million in LG&E gas revenues (substantially all through the new bill credit) for the period January 2018 through
April 2019.
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On March 20, 2018, the KPSC issued an Order approving, with certain modifications, the settlement agreement reached between LG&E, KU, Kentucky
Industrial Utility Customers, Inc. and the Office of the Attorney General. The KPSC estimates that, pursuant to its modifications, electricity revenues would
incorporate reductions of approximately $108 million for KU ($87 million through the new bill credit and $21 million through existing rate mechanisms)
and $79 million for LG&E ($59 million through the new bill credit and $20 million through existing rate mechanisms). This represents $27 million ($17
million at KU and $10 million at LG&E) in additional reductions from the amounts proposed by the settlement. The KPSC's modifications to the settlement
include certain changes in assumptions or inputs used in assessing tax reform or calculating LG&E's and KU's electricity rates. LG&E gas rate reductions were
not modified significantly from the amount included in the settlement agreement.
On September 28, 2018, the KPSC issued an Order on reconsideration, pursuant to LG&E's and KU's petition, implementing rates reflecting electricity
revenue reductions of $101 million for KU ($80 million through the new bill credit and $21 million through existing rate mechanisms), $74 million for
LG&E electricity revenues ($54 million through the new bill credit and $20 million through existing rate mechanisms) and $16 million LG&E gas revenues
(substantially all through the new bill credit) for the period January 2018 through April 2019. This represents lower revenue reduction amounts than the
March 20, 2018 Order of approximately $13 million ($7 million at KU and $6 million at LG&E).
In January 2018, the VSCC ordered KU, as well as other utilities in Virginia, to accrue regulatory liabilities reflecting the Virginia jurisdictional revenue
requirement impacts of the reduced federal corporate tax rate. In March 2018, KU reached a settlement agreement regarding its rate case in Virginia. New
rates, inclusive of TCJA impacts, were effective June 1, 2018. The settlement also stipulates that actual tax savings for the five month period prior to new
rates taking effect would be addressed through KU's annual information filing for calendar year 2018. In May 2018, the VSCC approved the settlement
agreement. The TCJA and rate case are not expected to have a significant impact on KU's financial condition or results of operations related to Virginia.
On November 15, 2018, the FERC issued a Policy Statement which stated that the appropriate ratemaking treatment for changes in accumulated deferred
income taxes as a result of the TCJA will be addressed in a Notice of Proposed Rulemaking. Also on November 15, 2018, the FERC issued the Notice of
Proposed Rulemaking which proposes that public utility transmission providers include mechanisms in their formula rates to deduct excess accumulated
deferred income taxes from, or add deficient accumulated deferred income taxes to, rate base and adjust their income tax allowances by amortized excess or
deficient accumulated deferred income taxes. The Notice of Proposed Rulemaking did not prescribe the mechanism companies should use to adjust their
formula rates. LG&E and KU are currently assessing the Notice of Proposed Rulemaking and are continuing to monitor guidance issued by the FERC. On
February 5, 2019, in connection with a separate element of federal and Kentucky state tax reform effects, LG&E and KU filed a request with the FERC to
amend their transmission formula rates, effective June 1, 2019, to incorporate reductions to corporate income tax rates as a result of the TCJA and HB 487.
LG&E and KU do not anticipate the impact of the TCJA related to their FERC-jurisdictional rates to be significant.
See Note 7 to the Financial Statements for additional information on rate mechanisms.
•

Pennsylvania Regulated Segment (PPL)
Consists of PPL Electric, a regulated public utility engaged in the distribution and transmission of electricity.

(PPL and PPL Electric)
PPL Electric delivers electricity to approximately 1.4 million customers in a 10,000-square mile territory in 29 counties of eastern and central Pennsylvania.
PPL Electric also provides electricity to retail customers in this territory as a PLR under the Customer Choice Act.
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Details of revenues, in millions, by customer class for the years ended December 31 are shown below.
2018
Revenue

2017

% of Revenue

Revenue

2016

% of Revenue

Revenue

% of Revenue

Distribution
Residential

$

Industrial
Commercial

1,379

61

1,351

62

54

2

$

44

2

42

2

368

16

349

16

338

16

Other (a)

(73)

(3)

(36)

(2)

Transmission

549

24

487

22

2,277

100

2,195

100

$

Total
(a)

$

$

1,327

(4)
$

61

—

453

21

2,156

100

Includes regulatory over- or under-recovery reconciliation mechanisms, pole attachment revenues and street lighting, offset by contra revenue associated with the network
integration transmission service expense.

Franchise, Licenses and Other Regulations
PPL Electric is authorized to provide electric public utility service throughout its service area as a result of grants by the Commonwealth of Pennsylvania in
corporate charters to PPL Electric and companies, which it has succeeded and as a result of certification by the PUC. PPL Electric is granted the right to enter
the streets and highways by the Commonwealth subject to certain conditions. In general, such conditions have been met by ordinance, resolution, permit,
acquiescence or other action by an appropriate local political subdivision or agency of the Commonwealth.
Competition
Pursuant to authorizations from the Commonwealth of Pennsylvania and the PUC, PPL Electric operates a regulated distribution monopoly in its service area.
Accordingly, PPL Electric does not face competition in its electricity distribution business. Pursuant to the Customer Choice Act, generation of electricity is
a competitive business in Pennsylvania, and PPL Electric does not own or operate any generation facilities.
The PPL Electric transmission business, operating under a FERC-approved PJM Open Access Transmission Tariff, is subject to competition pursuant to FERC
Order 1000 from entities that are not incumbent PJM transmission owners with respect to the construction and ownership of transmission facilities within
PJM.
Rates and Regulation
Transmission
PPL Electric's transmission facilities are within PJM, which operates the electricity transmission network and electric energy market in the Mid-Atlantic and
Midwest regions of the U.S.
PJM serves as a FERC-approved Regional Transmission Operator (RTO) to promote greater participation and competition in the region it serves. In addition
to operating the electricity transmission network, PJM also administers regional markets for energy, capacity and ancillary services. A primary objective of
any RTO is to separate the operation of, and access to, the transmission grid from market participants that buy or sell electricity in the same markets. Electric
utilities continue to own the transmission assets and to receive their share of transmission revenues, but the RTO directs the control and operation of the
transmission facilities. Certain types of transmission investments are subject to competitive processes outlined in the PJM tariff.
As a transmission owner, PPL Electric's transmission revenues are recovered through PJM and billed in accordance with a FERC-approved Open Access
Transmission Tariff that allows recovery of incurred transmission costs, a return on transmission-related plant and an automatic annual update based on a
formula-based rate recovery mechanism. Under this formula, rates are put into effect in June of each year based upon prior year actual expenditures and
current year forecasted capital additions. Rates are then adjusted the following year to reflect actual annual expenses and capital additions, as reported in PPL
Electric’s annual FERC Form 1, filed under the FERC’s Uniform System of Accounts. Any difference between the revenue requirement in effect for the prior
year and actual expenditures incurred for that year is recorded as a regulatory asset or regulatory liability. Any change in the prior year PPL zonal peak load
billing factor applied on January 1st of each year, will result in an increase or decrease in revenue until the next annual rate update goes into effect on June
1st of that same year.
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As a PLR, PPL Electric also purchases transmission services from PJM. See "PLR" below.
See Note 7 to the Financial Statements for additional information on rate mechanisms.
Distribution
PPL Electric's distribution base rates are calculated based on a return on rate base (net utility plant plus a cash working capital allowance less plant-related
deferred taxes and other miscellaneous additions and deductions). All regulatory assets and liabilities are excluded from the return on rate base. Therefore, no
return is earned on the related assets unless specifically provided for by the PUC. Currently, PPL Electric's Smart Meter rider and the DSIC are the only riders
authorized to earn a return. Certain operating expenses are also included in PPL Electric's distribution base rates including wages and benefits, other
operation and maintenance expenses, depreciation and taxes.
Pennsylvania's Alternative Energy Portfolio Standard (AEPS) requires electricity distribution companies and electricity generation suppliers to obtain from
alternative energy resources a portion of the electricity sold to retail customers in Pennsylvania. Under the default service procurement plans approved by the
PUC, PPL Electric purchases all of the alternative energy generation supply it needs to comply with the AEPS.
Act 129 created an energy efficiency and conservation program, a demand side management program, smart metering technology requirements, new PLR
generation supply procurement rules, remedies for market misconduct and changes to the existing AEPS.
Act 11 authorizes the PUC to approve two specific ratemaking mechanisms: the use of a fully projected future test year in base rate proceedings and, subject
to certain conditions, the use of a DSIC. Such alternative ratemaking procedures and mechanisms provide opportunity for accelerated cost-recovery and,
therefore, are important to PPL Electric as it is in a period of significant capital investment to maintain and enhance the reliability of its delivery system,
including the replacement of aging assets. PPL Electric has utilized the fully projected future test year mechanism in its 2015 base rate proceeding. PPL has
had the ability to utilize the DSIC recovery mechanism since July 2013.
See Note 7 to the Financial Statements for additional information regarding Act 129 and other legislative and regulatory impacts.
PLR
The Customer Choice Act requires Electric Distribution Companies (EDCs), including PPL Electric, or an alternative supplier approved by the PUC to act as
a PLR of electricity supply for customers who do not choose to shop for supply with a competitive supplier and provides that electricity supply costs will be
recovered by the PLR pursuant to PUC regulations. In 2018, the following average percentages of PPL Electric's customer load were provided by competitive
suppliers: 47% of residential, 83% of small commercial and industrial and 98% of large commercial and industrial customers. The PUC continues to favor
expanding the competitive market for electricity.
PPL Electric's cost of electricity generation is based on a competitive solicitation process. The PUC approved PPL Electric's default service plan for the
period June 2015 through May 2017, which included four solicitations for electricity supply held semiannually in April and October. The PUC approved
PPL Electric's default service plan for the period June 2017 through May 2021, which includes a total of eight solicitations for electricity supply held
semiannually in April and October. Pursuant to both the current and future plans, PPL Electric contracts for all of the electricity supply for residential
customers and commercial and industrial customers who elect to take that service from PPL Electric. These solicitations include a mix of 6- and 12-month
fixed-price load-following contracts for residential and small commercial and industrial customers, and 12-month real-time pricing contracts for large
commercial and industrial customers to fulfill PPL Electric's obligation to provide customer electricity supply as a PLR.
Numerous alternative suppliers have offered to provide generation supply in PPL Electric's service territory. As the cost of generation supply is a passthrough cost for PPL Electric, its financial results are not impacted if its customers purchase electricity supply from these alternative suppliers.
See Note 7 to the Financial Statements for additional information regarding Act 129 and other legislative and regulatory impacts.
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TCJA Impact on PPL Electric Rates
On February 12, 2018, the PUC issued a Secretarial Letter requesting certain information from regulated utilities and inviting comment from interested parties
on potential revision to customer rates as a result of enactment of the TCJA. PPL Electric submitted its response to the Secretarial Letter on March 9, 2018. On
March 15, 2018, the PUC issued a Temporary Rates Order to allow time to determine the manner in which rates could be adjusted in response to the TCJA.
The PUC issued another Temporary Rates Order on May 17, 2018 to address the impact of the TCJA and indicated that utilities without a currently pending
general rate proceeding would receive a utility specific order. The PUC issued an Order specific to PPL Electric on May 17, 2018 that required PPL Electric to
file a tariff or tariff supplement by June 15, 2018 to establish (a) temporary rates to be effective July 1, 2018, and (b) to record a deferred regulatory liability to
reflect the tax savings associated with the TCJA for the period January 1 through June 30, 2018. On June 8, 2018, PPL Electric submitted a petition to the
PUC to charge a negative surcharge of 7.05% to reflect the estimated 2018 tax savings associated with the TCJA. The PUC approved PPL Electric's petition
on June 14, 2018 and PPL Electric filed a tariff on June 15, 2018 reflecting the increased negative surcharge. PPL Electric recorded a $41 million noncurrent
regulatory liability and a corresponding reduction of revenue to be distributed to customers pursuant to a future rate adjustment related to the period January
1, 2018 through June 30, 2018.
On March 15, 2018, the FERC issued a Notice of Inquiry seeking information on whether and how it should address changes to FERC-jurisdictional rates
relating to accumulated deferred income taxes and bonus depreciation resulting from passage of the TCJA. On March 16, 2018, PPL Electric filed a waiver
request, pursuant to Rule 207(a)(5) of the Rules of Practice and Procedure of the FERC, to accelerate incorporation of the changes to the federal corporate
income tax rate in its transmission formula rate commencing on June 1, 2018 rather than allowing the TCJA tax rate reduction to be initially incorporated in
PPL Electric's June 1, 2019 transmission formula rate. The waiver was approved on April 23, 2018 and PPL Electric submitted its transmission formula rate,
reflecting the TCJA rate reduction, on April 27, 2018. In addition, on May 21, 2018, PPL Electric, as part of a PJM Transmission Owners joint filing,
submitted comments in response to the FERC's March 15, 2018 Notice of Inquiry. The filing requested guidance on how the reduction in accumulated
deferred income taxes, resulting from the TCJA reduced federal corporate income tax rate, should be treated for ratemaking purposes. On November 15, 2018,
the FERC issued a Policy Statement which stated that the appropriate ratemaking treatment for changes in accumulated deferred income taxes as a result of
the TCJA will be addressed in a Notice of Proposed Rulemaking. Also on November 15, 2018, the FERC issued the Notice of Proposed Rulemaking which
proposes that public utility transmission providers should include mechanisms in their formula rates to deduct excess accumulated deferred income taxes
from, or add deficient accumulated deferred income taxes to, rate base and adjust their income tax allowances by amortized excess or deficient accumulated
deferred income taxes. The Notice of Proposed Rulemaking did not prescribe the mechanism companies should use to adjust their formula rates. PPL Electric
is currently assessing the Notice of Proposed Rulemaking and is continuing to monitor guidance issued by the FERC. The changes, related to accumulated
deferred income taxes impacting the transmission formula rate revenues, have not been significant since the new rate went into effect on June 1, 2018.
(PPL)
•

Corporate and Other

PPL Services provides PPL subsidiaries with administrative, management and support services. The costs of these services are charged directly to the
respective recipients for the services provided or indirectly charged to applicable recipients based on an average of the recipients' relative invested capital,
operation and maintenance expenses and number of employees or a ratio of overall direct and indirect costs.
PPL Capital Funding, PPL's financing subsidiary, provides financing for the operations of PPL and certain subsidiaries. PPL's growth in rate-regulated
businesses provides the organization with an enhanced corporate level financing alternative, through PPL Capital Funding, that enables PPL to cost
effectively support targeted credit profiles across all of PPL's rated companies. As a result, PPL plans to utilize PPL Capital Funding as a source of capital in
future financings, in addition to continued direct financing by the operating companies.
Unlike PPL Services, PPL Capital Funding's costs are not generally charged to PPL subsidiaries. Costs are charged directly to PPL. However, PPL Capital
Funding participated significantly in the financing for the acquisitions of LKE and WPD Midlands and certain associated financing costs were allocated to
the Kentucky Regulated and U.K. Regulated segments. The associated financing costs, as well as the financing costs associated with prior issuances of certain
other PPL Capital Funding securities, have been assigned to the appropriate segments for purposes of PPL management's assessment of segment performance.
The financing costs associated primarily with PPL Capital Funding's securities issuances beginning in 2013, with certain exceptions, have not been directly
assigned or allocated to any segment.
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During the second quarter of 2018, PPL completed the acquisition of all the outstanding membership interests of Safari Energy, a privately held provider of
solar energy solutions for commercial customers in the U.S. The acquisition is not material to PPL and the financial results of Safari Energy are reported
within Corporate and Other.
(All Registrants)
SEASONALITY
The demand for and market prices of electricity and natural gas are affected by weather. As a result, the Registrants' operating results in the future may
fluctuate substantially on a seasonal basis, especially when unpredictable weather conditions make such fluctuations more pronounced. The pattern of this
fluctuation may change depending on the type and location of the facilities owned. See "Environmental Matters" in Note 13 to the Financial Statements for
additional information regarding climate change.
FINANCIAL CONDITION
See "Financial Condition" in "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" for this
information.
CAPITAL EXPENDITURE REQUIREMENTS
See "Financial Condition - Liquidity and Capital Resources - Forecasted Uses of Cash - Capital Expenditures" in "Item 7. Combined Management's
Discussion and Analysis of Financial Condition and Results of Operations" for information concerning projected capital expenditure requirements for 2019
through 2023. See Note 13 to the Financial Statements for additional information concerning the potential impact on capital expenditures from
environmental matters.
ENVIRONMENTAL MATTERS
The Registrants are subject to certain existing and developing federal, regional, state and local laws and regulations with respect to air and water quality, land
use and other environmental matters. The EPA has issued numerous environmental regulations relating to air, water and waste that directly affect the electric
power industry. See "Financial Condition - Liquidity and Capital Resources - Forecasted Uses of Cash - Capital Expenditures" in "Item 7. Combined
Management's Discussion and Analysis of Financial Condition and Results of Operations" for information on projected environmental capital expenditures
for 2019 through 2023. Also, see "Environmental Matters" in Note 13 to the Financial Statements for additional information and Note 7 to the Financial
Statements for information related to the recovery of environmental compliance costs.
EMPLOYEE RELATIONS
At December 31, 2018, PPL and its subsidiaries had the following full-time employees and employees represented by labor unions.
Total Full-Time
Employees
PPL

Number of Union
Employees

Percentage of Total
Workforce

12,444

5,970

48%

PPL Electric

1,674

1,014

61%

LKE

3,504

781

22%

LG&E

1,028

663

64%

904

118

13%

KU

PPL's domestic workforce has 1,924 employees, or 33%, that are members of labor unions.
WPD has 4,046 employees who are members of labor unions (or 61% of PPL's U.K. workforce). WPD recognizes four unions, the largest of which represents
41% of its union workforce. WPD's Electricity Business Agreement, which covers 3,989 union employees, may be amended by agreement between WPD and
the unions and can be terminated with 12 months' notice by either side.
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CYBERSECURITY MANAGEMENT
The Registrants and their subsidiaries are subject to risks from cyber-attacks that have the potential to cause significant interruptions to the operation of their
businesses. The frequency of these attempted intrusions has increased in recent years and the sources, motivations and techniques of attack continue to
evolve and change rapidly. PPL has undertaken a variety of actions to monitor and address cyber-related risks. Cybersecurity and the effectiveness of PPL’s
cybersecurity strategy are regular topics of discussion at Board meetings. PPL's strategy for managing cyber-related risks is risk-based and, where appropriate,
integrated within PPL's enterprise risk management processes. PPL’s Chief Information Security Officer (CISO), who reports directly to the Chief Executive
Officer, leads a dedicated cybersecurity team and is responsible for the design, implementation, and execution of cyber-risk management strategy. Among
other things, the CISO and the cybersecurity team actively monitor the Registrants' systems, regularly review policies, compliance, regulations and best
practices, perform penetration testing, lead response exercises and internal campaigns, and provide training and communication across the organization to
strengthen secure behavior. The cybersecurity team also routinely participates in industry-wide programs to further information sharing, intelligence
gathering, and unity of effort in responding to potential or actual attacks. In addition, in 2018, PPL revised and formalized its internal policy and procedures
for communicating cybersecurity incidents on an enterprise-wide basis.
In addition to these enterprise-wide initiatives, PPL’s Kentucky and Pennsylvania operations are subject to extensive and rigorous mandatory cybersecurity
requirements that are developed and enforced by NERC and approved by FERC to protect grid security and reliability. Finally, PPL purchases insurance to
protect against a wide range of costs that could be incurred in connection with cyber-related incidents. There can be no assurance, however, that these efforts
will be effective to prevent interruption of services or other damage to the Registrants' businesses or operations or that PPL's insurance coverage will cover all
costs incurred in connection with any cyber-related incident.
AVAILABLE INFORMATION
PPL's Internet website is www.pplweb.com. Under the Investors heading of that website, PPL provides access to all SEC filings of the Registrants (including
annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to these reports filed or furnished pursuant to
Section 13(d) or 15(d)) free of charge, as soon as reasonably practicable after filing with the SEC. Additionally, the Registrants' filings are available at the
SEC's website (www.sec.gov).
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ITEM 1A. RISK FACTORS
The Registrants face various risks associated with their businesses. Our businesses, financial condition, cash flows or results of operations could be materially
adversely affected by any of these risks. In addition, this report also contains forward-looking and other statements about our businesses that are subject to
numerous risks and uncertainties. See "Forward-Looking Information," "Item 1. Business," "Item 7. Combined Management's Discussion and Analysis of
Financial Condition and Results of Operations" and Note 13 to the Financial Statements for more information concerning the risks described below and for
other risks, uncertainties and factors that could impact our businesses and financial results.
As used in this Item 1A., the terms "we," "our" and "us" generally refer to PPL and its consolidated subsidiaries taken as a whole, or PPL Electric and its
consolidated subsidiaries taken as a whole within the Pennsylvania Regulated segment discussion, or LKE and its consolidated subsidiaries taken as a whole
within the Kentucky Regulated segment discussion.
(PPL)
Risks related to our U.K. Segment
Our U.K. distribution business contributes a significant amount of PPL's earnings and exposes us to the following additional risks related to operating
outside the U.S., including risks associated with changes in U.K. laws and regulations, taxes, economic conditions and political conditions and policies of
the U.K. government and the European Union. These risks may adversely impact the results of operations of our U.K. distribution business or affect our
ability to access U.K. revenues for payment of distributions or for other corporate purposes in the U.S.
•
•
•
•
•
•
•
•
•
•

changes in laws or regulations relating to U.K. operations, including rate regulations beginning in April 2023 under RIIO-ED2, operational performance
and tax laws and regulations;
changes in government policies, personnel or approval requirements;
changes in general economic conditions affecting the U.K.;
regulatory reviews of tariffs for DNOs;
changes in labor relations;
limitations on foreign investment or ownership of projects and returns or distributions to foreign investors;
limitations on the ability of foreign companies to borrow money from foreign lenders and lack of local capital or loans;
changes in U.S. tax law applicable to taxation of foreign earnings;
compliance with U.S. foreign corrupt practices laws; and
prolonged periods of low inflation or deflation.

PPL's earnings may be adversely affected in the event the U.K. withdraws from the European Union.
In 2018, approximately 61% of PPL’s net income was generated from its U.K. businesses. Significant uncertainty continues to exist concerning the financial,
economic and other consequences of a withdrawal by the U.K. from the European Union, including the outcome of negotiations between the U.K. and
European Union as to the terms of the withdrawal. PPL cannot predict the impact, in either the short-term or long-term, on foreign exchange rates or PPL’s
financial condition that may be experienced as a result of the actions taken by the U.K. government to withdraw from the European Union, although such
impacts could be material.
We are subject to foreign currency exchange rate risks because a significant portion of our cash flows and reported earnings are currently generated by
our U.K. business operations.
These risks relate primarily to changes in the relative value of the British pound sterling and the U.S. dollar between the time we initially invest U.S. dollars
in our U.K. businesses, and our strategy to hedge against such changes, and the time that cash is repatriated to the U.S. from the U.K., including cash flows
from our U.K. businesses that may be distributed to PPL or used for repayments of intercompany loans or other general corporate purposes. In addition, PPL's
consolidated reported earnings on a GAAP basis may be subject to earnings translation risk, which is the result of the conversion of earnings as reported in
our U.K. businesses on a British pound sterling basis to a U.S. dollar basis in accordance with GAAP requirements.
Our U.K. segment's earnings are subject to variability based on fluctuations in RPI, which is a measure of inflation.
In RIIO-ED1, WPD's base revenue was established by Ofgem based on 2012/13 prices. Base revenue is subsequently adjusted to reflect any increase or
decrease in RPI for each year to determine the amount of revenue WPD can collect in tariffs. The RPI is forecasted annually by HM Treasury and subject to
true-up in subsequent years. Consequently, the fluctuations between
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forecasted and actual RPI can result in variances in base revenue. Although WPD also has debt that is indexed to RPI and certain components of operations
and maintenance expense are affected by inflation, these may not offset changes in base revenue and timing of such offsets would likely not be correlated
precisely with the calendar year in which the variance in demand revenue was initially incurred. Further, as RAV is indexed to RPI under U.K. rate
regulations, a reduction in RPI could adversely affect a borrower's debt-to-RAV ratio, potentially limiting future borrowings at WPD's holding company.
Our U.K. delivery business is subject to revenue variability based on operational performance.
Our U.K. delivery businesses operate under an incentive-based regulatory framework. Managing operational risk and delivering agreed-upon performance are
critical to the U.K. Regulated segment's financial performance. Disruption to these distribution networks could reduce profitability both directly by incurring
costs for network restoration and also through the system of penalties and rewards that Ofgem administers relating to customer service levels.
Our ability to collect current levels of pension deficit funding for certain WPD pension plans after March 2021 is uncertain.
WPD recovers approximately 80% of pension deficit funding for certain of WPD's defined benefit pension plans in conjunction with actual costs under the
RIIO-ED1 price control. The pension deficit is determined by the pension trustees on a triennial basis in accordance with their funding requirements. Pension
deficit funding recovered in revenues was £147 million, £142 million and £139 million in 2018, 2017 and 2016. WPD expects similar amounts to be
collected in revenues through March 31, 2021, but cannot predict amounts that will be collected in revenues beyond then as the plans are approaching a
fully funded status. The next triennial pension review will commence in March 2019 and is expected to conclude by the end of 2020.
A failure by any of our U.K. regulated businesses to comply with the terms of a distribution license may lead to the issuance of an enforcement order by
Ofgem that could have an adverse impact on PPL.
Ofgem has powers to levy fines of up to ten percent of revenue for any breach of a distribution license or, in certain circumstances, such as insolvency, the
distribution license itself may be revoked. Ofgem also has formal powers to propose modifications to each distribution license and there can be no assurance
that a restrictive modification will not be introduced in the future, which could have an adverse effect on the operations and financial condition of the U.K.
regulated businesses and PPL.
Risks Related to All Segments
(All Registrants)
The operation of our businesses is subject to cyber-based security and integrity risks.
Numerous functions affecting the efficient operation of our businesses are dependent on the secure and reliable storage, processing and communication of
electronic data and the use of sophisticated computer hardware and software systems. The operation of our transmission and distribution systems, as well as
our generation plants, are all reliant on cyber-based technologies and, therefore, subject to the risk that these systems could be the target of disruptive actions
by terrorists or criminals or otherwise be compromised by unintentional events. As a result, operations could be interrupted, property could be damaged and
sensitive customer information lost or stolen, causing us to incur significant losses of revenues, other substantial liabilities and damages, costs to replace or
repair damaged equipment and damage to our reputation. In addition, under the Energy Policy Act of 2005, users, owners and operators of the bulk power
transmission system, including PPL Electric, LG&E and KU, are subject to mandatory reliability standards promulgated by NERC and SERC and enforced by
FERC. As an operator of natural gas distribution systems, LG&E is also subject to mandatory reliability standards of the U.S. Department of Transportation.
Failure to comply with these standards could result in the imposition of fines or civil penalties, and potential exposure to third party claims for alleged
violations of the standards.
We are subject to risks associated with federal and state tax laws and regulations.
Changes in tax law, including the December 2017 enactment of the TCJA, as well as the inherent difficulty in quantifying potential tax effects of business
decisions could negatively impact our results of operations and cash flows. We are required to make judgments in order to estimate our obligations to taxing
authorities. These tax obligations include income, property, gross receipts, franchise, sales and use, employment-related and other taxes. We also estimate our
ability to utilize tax benefits and tax credits. Due to the revenue needs of the jurisdictions in which our businesses operate, various tax and fee increases may
be proposed or considered. We cannot predict changes in tax law or regulation or the effect of any such changes on our businesses. Any such changes could
increase tax expense and could have a significant negative impact on our results of operations and
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cash flows. We have completed or made reasonable estimates of the effects of the TCJA reflected in our December 31, 2018 financial statements, and we
continue to evaluate the application of various components of the law in the calculation of income tax expense.
Increases in electricity prices and/or a weak economy, can lead to changes in legislative and regulatory policy, including the promotion of energy
efficiency, conservation and distributed generation or self-generation, which may adversely impact our business.
Energy consumption is significantly impacted by overall levels of economic activity and costs of energy supplies. Economic downturns or periods of high
energy supply costs can lead to changes in or the development of legislative and regulatory policy designed to promote reductions in energy consumption
and increased energy efficiency, alternative and renewable energy sources, and distributed or self-generation by customers. This focus on conservation,
energy efficiency and self-generation may result in a decline in electricity demand, which could adversely affect our business.
We could be negatively affected by rising interest rates, downgrades to our credit ratings, adverse credit market conditions or other negative developments
in our ability to access capital markets.
In the ordinary course of business, we are reliant upon adequate long-term and short-term financing to fund our significant capital expenditures, debt service
and operating needs. As a capital-intensive business, we are sensitive to developments in interest rates, credit rating considerations, insurance, security or
collateral requirements, market liquidity and credit availability and refinancing opportunities necessary or advisable to respond to credit market changes.
Changes in these conditions could result in increased costs and decreased availability of credit. In addition, certain sources of debt and equity capital have
expressed reservations about investing in companies that rely on fossil fuels. If sources of our capital are reduced, capital costs could increase materially.
A downgrade in our credit ratings could negatively affect our ability to access capital and increase the cost of maintaining our credit facilities and any
new debt.
Credit ratings assigned by Moody's and S&P to our businesses and their financial obligations have a significant impact on the cost of capital incurred by our
businesses. A ratings downgrade could increase our short-term borrowing costs and negatively affect our ability to fund liquidity needs and access new longterm debt at acceptable interest rates. See "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations Financial Condition - Liquidity and Capital Resources - Ratings Triggers" for additional information on the financial impact of a downgrade in our credit
ratings.
Our operating revenues could fluctuate on a seasonal basis, especially as a result of extreme weather conditions.
Our businesses are subject to seasonal demand cycles. For example, in some markets demand for, and market prices of, electricity peak during hot summer
months, while in other markets such peaks occur in cold winter months. As a result, our overall operating results may fluctuate substantially on a seasonal
basis if weather conditions diverge adversely from seasonal norms.
Operating expenses could be affected by weather conditions, including storms, as well as by significant man-made or accidental disturbances, including
terrorism or natural disasters.
Weather and these other factors can significantly affect our profitability or operations by causing outages, damaging infrastructure and requiring significant
repair costs. Storm outages and damage often directly decrease revenues and increase expenses, due to reduced usage and restoration costs.
Our businesses are subject to physical, market and economic risks relating to potential effects of climate change.
Climate change may produce changes in weather or other environmental conditions, including temperature or precipitation levels, and thus may impact
consumer demand for electricity. In addition, the potential physical effects of climate change, such as increased frequency and severity of storms, floods, and
other climatic events, could disrupt our operations and cause us to incur significant costs to prepare for or respond to these effects. These or other
meteorological changes could lead to increased operating costs, capital expenses or power purchase costs. Greenhouse gas regulation could increase the cost
of electricity, particularly power generated by fossil fuels, and such increases could have a depressive effect on regional economies. Reduced economic and
consumer activity in our service areas -- both generally and specific to certain industries and consumers accustomed to previously lower cost power -- could
reduce demand for the power we generate, market and deliver. Also,
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demand for our energy-related services could be similarly lowered by consumers' preferences or market factors favoring energy efficiency, low-carbon power
sources or reduced electricity usage.
We cannot predict the outcome of legal proceedings or investigations related to our businesses in which we are periodically involved. An unfavorable
outcome or determination in any of these matters could have a material adverse effect on our financial condition, results of operations or cash flows.
We are involved in legal proceedings, claims and litigation and periodically are subject to state and federal investigations arising out of our business
operations, the most significant of which are summarized in Note 7 to the Financial Statements and in "Legal Matters," "Regulatory Issues" and
"Environmental Matters" in Note 13 to the Financial Statements. We cannot predict the ultimate outcome of these matters, nor can we reasonably estimate the
costs or liabilities that could potentially result from a negative outcome in each case.
Significant increases in our operation and maintenance expenses, including health care and pension costs, could adversely affect our future earnings and
liquidity.
We continually focus on limiting and reducing our operation and maintenance expenses. However, we expect to continue to face increased cost pressures in
our operations. Increased costs of materials and labor may result from general inflation, increased regulatory requirements (especially in respect of
environmental regulations), the need for higher-cost expertise in the workforce or other factors. In addition, pursuant to collective bargaining agreements, we
are contractually committed to provide specified levels of health care and pension benefits to certain current employees and retirees. These benefits give rise
to significant expenses. Due to general inflation with respect to such costs, the aging demographics of our workforce and other factors, we have experienced
significant health care cost inflation in recent years, and we expect our health care costs, including prescription drug coverage, to continue to increase despite
measures that we have taken and expect to take to require employees and retirees to bear a higher portion of the costs of their health care benefits. In addition,
we expect to continue to incur significant costs with respect to the defined benefit pension plans for our employees and retirees. The measurement of our
expected future health care and pension obligations, costs and liabilities is highly dependent on a variety of assumptions, most of which relate to factors
beyond our control. These assumptions include investment returns, interest rates, health care cost trends, inflation rates, benefit improvements, salary
increases and the demographics of plan participants. If our assumptions prove to be inaccurate, our future costs and cash contribution requirements to fund
these benefits could increase significantly.
We may incur liabilities in connection with discontinued operations.
In connection with various divestitures, and certain other transactions, we have indemnified or guaranteed parties against certain liabilities. These
indemnities and guarantees relate, among other things, to liabilities which may arise with respect to the period during which we or our subsidiaries operated a
divested business, and to certain ongoing contractual relationships and entitlements with respect to which we or our subsidiaries made commitments in
connection with the divestiture. See "Guarantees and Other Assurances" in Note 13 to the Financial Statements.
We are subject to liability risks relating to our generation, transmission and distribution operations.
The conduct of our physical and commercial operations subjects us to many risks, including risks of potential physical injury, property damage or other
financial liability, caused to or by employees, customers, contractors, vendors, contractual or financial counterparties and other third parties.
Our facilities may not operate as planned, which may increase our expenses and decrease our revenues and have an adverse effect on our financial
performance.
Operation of power plants, transmission and distribution facilities, information technology systems and other assets and activities subjects us to a variety of
risks, including the breakdown or failure of equipment, accidents, security breaches, viruses or outages affecting information technology systems, labor
disputes, obsolescence, delivery/transportation problems and disruptions of fuel supply and performance below expected levels. These events may impact
our ability to conduct our businesses efficiently and lead to increased costs, expenses or losses. Operation of our delivery systems below our expectations
may result in lost revenue and increased expense, including higher maintenance costs, which may not be recoverable from customers. Planned and unplanned
outages at our power plants may require us to purchase power at then-current market prices to satisfy our commitments or, in the alternative, pay penalties and
damages for failure to satisfy them.
Although we maintain customary insurance coverage for certain of these risks, no assurance can be given that such insurance coverage will be sufficient to
compensate us in the event losses occur.
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We are required to obtain, and to comply with, government permits and approvals.
We are required to obtain, and to comply with, numerous permits, approvals, licenses and certificates from governmental agencies. The process of obtaining
and renewing necessary permits can be lengthy and complex and can sometimes result in the establishment of permit conditions that make the project or
activity for which the permit was sought unprofitable or otherwise unattractive. In addition, such permits or approvals may be subject to denial, revocation or
modification under various circumstances. Failure to obtain or comply with the conditions of permits or approvals, or failure to comply with any applicable
laws or regulations, may result in the delay or temporary suspension of our operations and electricity sales or the curtailment of our power delivery and may
subject us to penalties and other sanctions. Although various regulators routinely renew existing licenses, renewal could be denied or jeopardized by various
factors, including failure to provide adequate financial assurance for closure; failure to comply with environmental, health and safety laws and regulations or
permit conditions; local community, political or other opposition; and executive, legislative or regulatory action.
Our cost or inability to obtain and comply with the permits and approvals required for our operations could have a material adverse effect on our operations
and cash flows. In addition, new environmental legislation or regulations, if enacted, or changed interpretations of existing laws may elicit claims that
historical routine modification activities at our facilities violated applicable laws and regulations. In addition to the possible imposition of fines in such
cases, we may be required to undertake significant capital investments in pollution control technology and obtain additional operating permits or approvals,
which could have an adverse impact on our business, results of operations, cash flows and financial condition.
War, other armed conflicts or terrorist attacks could have a material adverse effect on our business.
War, terrorist attacks and unrest have caused and may continue to cause instability in the world's financial and commercial markets and have contributed to
high levels of volatility in prices for oil and gas. In addition, unrest in the Middle East could lead to acts of terrorism in the United States, the United
Kingdom or elsewhere, and acts of terrorism could be directed against companies such as ours. Armed conflicts and terrorism and their effects on us or our
markets may significantly affect our business and results of operations in the future. In addition, we may incur increased costs for security, including
additional physical plant security and security personnel or additional capability following a terrorist incident.
We are subject to counterparty performance, credit or other risk in their provision of goods or services to us, which could adversely affect our ability to
operate our facilities or conduct business activities.
We purchase from a variety of suppliers energy, capacity, fuel, natural gas, transmission service and certain commodities used in the physical operation of our
businesses, as well as goods or services, including information technology rights and services, used in the administration of our businesses. Delivery of these
goods and services is dependent on the continuing operational performance and financial viability of our contractual counterparties and also the markets,
infrastructure or third-parties they use to provide such goods and services to us. As a result, we are subject to the risks of disruptions, curtailments or increased
costs in the operation of our businesses if such goods or services are unavailable or become subject to price spikes or if a counterparty fails to perform. Such
disruptions could adversely affect our ability to operate our facilities or deliver our services and collect our revenues, which could result in lower sales and/or
higher costs and thereby adversely affect our results of operations. The performance of coal markets and producers may be the subject of increased
counterparty risk to LKE, LG&E and KU currently due to weaknesses in such markets and suppliers. The coal industry is subject to increasing competitive
pressures from natural gas markets and new or more stringent environmental regulation, including greenhouse gases or other air emissions, combustion
byproducts and water inputs or discharges. Consequently, the coal industry faces increased production costs or closed customer markets.
We are subject to the risk that our workforce and its knowledge base may become depleted in coming years.
We are experiencing an increase in attrition due primarily to the number of retiring employees, with the risk that critical knowledge will be lost and that it
may be difficult to replace departed personnel, and to attract and retain new personnel, with appropriate skills and experience, due to a declining trend in the
number of available skilled workers and an increase in competition for such workers.
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(PPL and LKE)
Risk Related to Registrant Holding Companies
PPL and LKE are holding companies and their cash flows and ability to meet their obligations with respect to indebtedness and under guarantees, and
PPL's ability to pay dividends, largely depends on the financial performance of their respective subsidiaries and, as a result, is effectively subordinated to
all existing and future liabilities of those subsidiaries.
PPL and LKE are holding companies and conduct their operations primarily through subsidiaries. Substantially all of the consolidated assets of these
Registrants are held by their subsidiaries. Accordingly, these Registrants' cash flows and ability to meet debt and guaranty obligations, as well as PPL's
ability to pay dividends, are largely dependent upon the earnings of those subsidiaries and the distribution or other payment of such earnings in the form of
dividends, distributions, loans, advances or repayment of loans and advances. The subsidiaries are separate legal entities and have no obligation to pay
dividends or distributions to their parents or to make funds available for such a payment. The ability of the Registrants' subsidiaries to pay dividends or
distributions in the future will depend on the subsidiaries' future earnings and cash flows and the needs of their businesses, and may be restricted by their
obligations to holders of their outstanding debt and other creditors, as well as any contractual or legal restrictions in effect at such time, including the
requirements of state corporate law applicable to payment of dividends and distributions, and regulatory requirements, including restrictions on the ability of
PPL Electric, LG&E and KU to pay dividends under Section 305(a) of the Federal Power Act.
Because PPL and LKE are holding companies, their debt and guaranty obligations are effectively subordinated to all existing and future liabilities of their
subsidiaries. Although certain agreements to which certain subsidiaries are parties limit their ability to incur additional indebtedness, PPL and LKE and their
subsidiaries retain the ability to incur substantial additional indebtedness and other liabilities. Therefore, PPL's and LKE's rights and the rights of their
creditors, including rights of debt holders, to participate in the assets of any of their subsidiaries, in the event that such a subsidiary is liquidated or
reorganized, will be subject to the prior claims of such subsidiary's creditors.
(PPL Electric, LG&E and KU)
Risks Related to Domestic Regulated Utility Operations
Our domestic regulated utility businesses face many of the same risks, in addition to those risks that are unique to each of the Kentucky Regulated segment
and the Pennsylvania Regulated segment. Set forth below are risk factors common to both domestic regulated segments, followed by sections identifying
separately the risks specific to each of these segments.
Our profitability is highly dependent on our ability to recover the costs of providing energy and utility services to our customers and earn an adequate
return on our capital investments. Regulators may not approve the rates we request and existing rates may be challenged.
The rates we charge our utility customers must be approved by one or more federal or state regulatory commissions, including the FERC, KPSC, VSCC and
PUC. Although rate regulation is generally premised on the recovery of prudently incurred costs and a reasonable rate of return on invested capital, there can
be no assurance that regulatory authorities will consider all of our costs to have been prudently incurred or that the regulatory process by which rates are
determined will always result in rates that achieve full or timely recovery of our costs or an adequate return on our capital investments. Federal or state
agencies, intervenors and other permitted parties may challenge our current or future rate requests, structures or mechanisms, and ultimately reduce, alter or
limit the rates we receive. Although our rates are generally regulated based on an analysis of our costs incurred in a base year or on future projected costs, the
rates we are allowed to charge may or may not match our costs at any given time. Our domestic regulated utility businesses are subject to substantial capital
expenditure requirements over the next several years, which will likely require rate increase requests to the regulators. If our costs are not adequately
recovered through rates, it could have an adverse effect on our business, results of operations, cash flows and financial condition.
Our domestic utility businesses are subject to significant and complex governmental regulation.
In addition to regulating the rates we charge, various federal and state regulatory authorities regulate many aspects of our domestic utility operations,
including:
•
•

the terms and conditions of our service and operations;
financial and capital structure matters;
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•
•
•
•
•
•
•

siting, construction and operation of facilities;
mandatory reliability and safety standards under the Energy Policy Act of 2005 and other standards of conduct;
accounting, depreciation and cost allocation methodologies;
tax matters;
affiliate transactions;
acquisition and disposal of utility assets and issuance of securities; and
various other matters, including energy efficiency.

Such regulations or changes thereto may subject us to higher operating costs or increased capital expenditures and failure to comply could result in sanctions
or possible penalties which may not be recoverable from customers.
Our domestic regulated businesses undertake significant capital projects and these activities are subject to unforeseen costs, delays or failures, as well as
risk of inadequate recovery of resulting costs.
The domestic regulated utility businesses are capital intensive and require significant investments in energy generation (in the case of LG&E and KU) and
transmission, distribution and other infrastructure projects, such as projects for environmental compliance and system reliability. The completion of these
projects without delays or cost overruns is subject to risks in many areas, including:
•
•
•
•
•
•

approval, licensing and permitting;
land acquisition and the availability of suitable land;
skilled labor or equipment shortages;
construction problems or delays, including disputes with third-party intervenors;
increases in commodity prices or labor rates; and
contractor performance.

Failure to complete our capital projects on schedule or on budget, or at all, could adversely affect our financial performance, operations and future growth if
such expenditures are not granted rate recovery by our regulators.
We are or may be subject to costs of remediation of environmental contamination at facilities owned or operated by our former subsidiaries.
We may be subject to liability for the costs of environmental remediation of property now or formerly owned by us with respect to substances that we may
have generated regardless of whether the liabilities arose before, during or after the time we owned or operated the facilities. We also have current or previous
ownership interests in sites associated with the production of manufactured gas for which we may be liable for additional costs related to investigation,
remediation and monitoring of these sites. Remediation activities associated with our former manufactured gas plant operations are one source of such costs.
Citizen groups or others may bring litigation regarding environmental issues including claims of various types, such as property damage, personal injury and
citizen challenges to compliance decisions on the enforcement of environmental requirements, which could subject us to penalties, injunctive relief and the
cost of litigation. We cannot predict the amount and timing of all future expenditures (including the potential or magnitude of fines or penalties) related to
such environmental matters, although they could be material.
Risks Specific to Kentucky Regulated Segment
(PPL, LKE, LG&E and KU)
The costs of compliance with, and liabilities under, environmental laws are significant and are subject to continuing changes.
Extensive federal, state and local environmental laws and regulations are applicable to LG&E's and KU's generation business, including its air emissions,
water discharges and the management of hazardous and solid wastes, among other business-related activities, and the costs of compliance or alleged noncompliance cannot be predicted but could be material. In addition, our costs may increase significantly if the requirements or scope of environmental laws,
regulations or similar rules are expanded or changed. Costs may take the form of increased capital expenditures or operating and maintenance expenses,
monetary fines, penalties or forfeitures, operational changes, permit limitations or other restrictions. At some of our older generating facilities it may be
uneconomic for us to install necessary pollution control equipment, which could cause us to retire those units. Market prices for energy and capacity also
affect this cost-effectiveness analysis. Many of these environmental law considerations are
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also applicable to the operations of our key suppliers or customers, such as coal producers, power producers and industrial power users, and may impact the
costs of their products and demand for our services.
Ongoing changes in environmental regulations or their implementation requirements and our related compliance strategies entail a number of
uncertainties.
The environmental standards governing LG&E's and KU's businesses, particularly as applicable to coal-fired generation and related activities, continue to be
subject to uncertainties due to rulemaking and other regulatory developments, legislative activities and litigation, administrative or permit challenges.
Revisions to applicable standards, changes in compliance deadlines and invalidation of rules on appeal may require major changes in compliance strategies,
operations or assets and adjustments to prior plans. Depending on the extent, frequency and timing of such changes, the companies may be subject to
inconsistent requirements under multiple regulatory programs, compressed windows for decision-making and short compliance deadlines that may require
new technologies or aggressive schedules for construction, permitting and other regulatory approvals. Under such circumstances, the companies may face
higher risks of unsuccessful implementation of environmental-related business plans, noncompliance with applicable environmental rules, delayed or
incomplete rate recovery or increased costs of implementation.
We are subject to operational, regulatory and other risks regarding certain significant developments in environmental regulation affecting coal-fired
generation facilities.
Certain regulatory initiatives have been implemented or are under development which could represent significant developments or changes in environmental
regulation and compliance costs or risk associated with the combustion of coal as occurs at LG&E's and KU's coal-fired generation facilities. In particular,
such developments include the federal Coal Combustion Residuals regulations governing coal by-product storage activities and the federal Effluent
Limitations Guidelines governing water discharge activities. Such initiatives have the potential to require significant changes in coal combustion byproduct
handling and disposal or water treatment and release facilities and methods from those historically used or currently available. Consequently, such
developments may involve increased risks relating to the uncertain cost, efficacy and reliability of new technologies, equipment or methods. Compliance
with such regulations could result in significant changes to LG&E's and KU's operations or commercial practices and material additional capital or operating
expenditures. Such circumstances could also involve higher risks of compliance violations or of variations in rate or regulatory treatment when compared to
existing frameworks.
(PPL, LKE and LG&E)
We are subject to operational, regulatory and other risks regarding natural gas supply infrastructure.
A natural gas pipeline explosion or associated incident could have a significant impact on LG&E’s natural gas operations or result in significant damages
and penalties that could have an adverse impact on LG&E’s financial position and results of operations. The Pipeline and Hazardous Materials Safety
Administration has regulations that govern the design, construction, operation and maintenance of pipeline facilities. Failure to comply with these
regulations could result in the assessment of fines or penalties against LG&E. These regulations require, among other things, that pipeline operators engage
in a pipeline integrity program. Depending on the results of these integrity tests and other integrity program activities, we could incur significant and
unexpected costs to perform remedial activities on our natural gas infrastructure to ensure our continued safe and reliable operation. Recent pipeline
incidents in the U.S. have also led to the introduction of proposed rules and possible federal legislative actions which could impose restrictions on LG&E’s
operations or require more stringent testing to ensure pipeline integrity. Implementation of these regulations could increase our costs of compliance with
pipeline integrity and safety regulations.
Risks Specific to Pennsylvania Regulated Segment
(PPL and PPL Electric)
We face competition for transmission projects, which could adversely affect our rate base growth.
FERC Order 1000, issued in July 2011, establishes certain procedural and substantive requirements relating to participation, cost allocation and nonincumbent developer aspects of regional and inter-regional electric transmission planning activities. The PPL Electric transmission business, operating under
a FERC-approved PJM Open Access Transmission Tariff, is subject to
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competition pursuant to FERC Order 1000 from entities that are not incumbent PJM transmission owners with respect to the construction and ownership of
transmission facilities within PJM. Increased competition can result in lower rate base growth.
We could be subject to higher costs and/or penalties related to Pennsylvania Conservation and Energy Efficiency Programs.
PPL Electric is subject to Act 129 which contains requirements for energy efficiency and conservation programs and for the use of smart metering technology,
imposes PLR electricity supply procurement rules, provides remedies for market misconduct, and made changes to the existing Alternative Energy Portfolio
Standard. The law also requires electric utilities to meet specified goals for reduction in customer electricity usage and peak demand. Utilities not meeting
these Act 129 requirements are subject to significant penalties that cannot be recovered in rates. Numerous factors outside of our control could prevent
compliance with these requirements and result in penalties to us.
ITEM 1B. UNRESOLVED STAFF COMMENTS
PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities
Company
None.
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ITEM 2. PROPERTIES
U.K. Regulated Segment (PPL)
For a description of WPD's service territory, see "Item 1. Business - General - Segment Information - U.K. Regulated Segment." WPD has electric distribution
lines in public streets and highways pursuant to legislation and rights-of-way secured from property owners. At December 31, 2018, WPD's distribution
system in the U.K. includes 1,863 substations with a total capacity of 74 million kVA, 55,947 circuit miles of overhead lines and 84,032 underground cable
miles.
Kentucky Regulated Segment (PPL, LKE, LG&E and KU)
LG&E's and KU's properties consist primarily of regulated generation facilities, electricity transmission and distribution assets and natural gas transmission
and distribution assets in Kentucky. The capacity of generation units is based on a number of factors, including the operating experience and physical
condition of the units, and may be revised periodically to reflect changed circumstances. The electricity generating capacity at December 31, 2018 was:
LKE

Primary Fuel/Plant

Total MW
Capacity
Summer

LG&E

Ownership or
Other Interest
in MW

% Ownership
or Other
Interest

KU
Ownership or
Other Interest
in MW

% Ownership
or Other
Interest

Ownership or
Other Interest
in MW

Coal
Ghent - Units 1- 4

1,919

1,919

Mill Creek - Units 1- 4

1,465

1,465

E.W. Brown - Units 1-3

681

681

Trimble County - Unit 1 (a)

493

Trimble County - Unit 2 (a)

100.00

1,465

370

75.00

370

100.00

1,919

100.00

681

732

549

14.25

104

60.75

445

OVEC - Clifty Creek (b)

1,164

95

5.63

66

2.50

29

OVEC - Kyger Creek (b)

956

78

5.63

54

2.50

7,410

5,157

E.W. Brown Unit 5 (c)

130

130

53.00

69

47.00

61

E.W. Brown Units 6 - 7

292

292

38.00

111

62.00

181

E.W. Brown Units 8 - 11 (c)

484

484

100.00

484

Trimble County Units 5 - 6

318

318

29.00

92

71.00

226

Trimble County Units 7 - 10

636

636

37.00

235

63.00

401

35

35

100.00

35

Paddy's Run Unit 13

147

147

53.00

78

Haefling - Units 1 - 2

24

24

Zorn Unit

14

14

Cane Run Unit 7

662

Cane Run Unit 11

14
2,756

2,756

Ohio Falls - Units 1-8 (d)

64

64

Dix Dam - Units 1-3

32

32

96

96

8

8

10,270

8,017

2,059

24
3,098

Natural Gas/Oil

Paddy's Run Units 11 - 12

100.00

14

662

22.00

146

14

100.00

14

47.00

69

100.00

24

78.00

516

794

1,962

Hydro
100.00

64
100.00

32

64

32

Solar
E.W. Brown Solar (e)

Total

39.00

3
2,920

61.00

5
5,097

(a)

Trimble County Unit 1 and Trimble County Unit 2 are jointly owned with Illinois Municipal Electric Agency and Indiana Municipal Power Agency. Each owner is entitled to its
proportionate share of the units' total output and funds its proportionate share of capital, fuel and other operating costs. See Note 12 to the Financial Statements for additional
information.
(b) These units are owned by OVEC. LG&E and KU have a power purchase agreement that entitles LG&E and KU to their proportionate share of these units' total output and LG&E
and KU fund their proportionate share of fuel and other operating costs, including debt service. Clifty Creek is located in Indiana and Kyger Creek is located in Ohio. See Note 13
to the Financial Statements for additional information.
(c) There is an inlet air cooling system attributable to these units. This inlet air cooling system is not jointly owned; however, it is used to increase production on the units to which it
relates, resulting in an additional 12 MW of capacity for LG&E and an additional 86 MW of capacity for KU.
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(d) In 2019, LKE completed upgrades to the Ohio Falls Hydroelectric Generating Station (Units 1-8), expanding the total generating capacity to 100 megawatts.
(e) This unit is a 10 MW facility and achieves such production. The 8 MW solar facility summer capacity rating is reflective of an average expected output across the peak hours
during the summer period based on average weather conditions at the solar facility.

For a description of LG&E's and KU's service areas, see "Item 1. Business - General - Segment Information - Kentucky Regulated Segment." At December 31,
2018, LG&E's transmission system included in the aggregate, 45 substations (31 of which are shared with the distribution system) with a total capacity of 8
million kVA and 669 pole miles of lines. LG&E's distribution system included 96 substations (31 of which are shared with the transmission system) with a
total capacity of 5 million kVA, 3,887 circuit miles of overhead lines and 2,609 underground cable miles. KU's transmission system included 142 substations
(61 of which are shared with the distribution system) with a total capacity of 14 million kVA and 4,067 pole miles of lines. KU's distribution system included
469 substations (61 of which are shared with the transmission system) with a total capacity of 8 million kVA, 14,017 circuit miles of overhead lines and 2,543
underground cable miles.
LG&E's natural gas transmission system includes 4,369 miles of gas distribution mains and 370 miles of gas transmission mains, consisting of 234 miles of
gas transmission pipeline, 116 miles of gas transmission storage lines, 19 miles of gas combustion turbine lines and one mile of gas transmission pipeline in
regulator facilities. Five underground natural gas storage fields, with a total working natural gas capacity of approximately 15 Bcf, are used in providing
natural gas service to ultimate consumers. KU's service area includes an additional 11 miles of gas transmission pipeline providing gas supply to natural gas
combustion turbine electricity generating units.
Substantially all of LG&E's and KU's respective real and tangible personal property located in Kentucky and used or to be used in connection with the
generation, transmission and distribution of electricity and, in the case of LG&E, the storage and distribution of natural gas, is subject to the lien of either the
LG&E 2010 Mortgage Indenture or the KU 2010 Mortgage Indenture. See Note 8 to the Financial Statements for additional information.
LG&E and KU continuously reexamine development projects based on market conditions and other factors to determine whether to proceed with the
projects, sell, cancel or expand them or pursue other options. In 2016, LG&E and KU received approval from the KPSC to develop a 4 MW Solar Share
facility to service a Solar Share program. The Solar Share program is an optional, voluntary program that allows customers to subscribe capacity in the Solar
Share facility. Construction is expected to begin, in 500-kilowatt phases, when subscription is complete. The subscription for the first 500-kilowatt phase was
completed in June 2018. Construction of the first section has begun and is expected to be operational in the summer of 2019. LG&E and KU continue to
market the program and receive interest from customers for the second 500-kilowatt phase.
Pennsylvania Regulated Segment (PPL and PPL Electric)
For a description of PPL Electric's service territory, see "Item 1. Business - General - Segment Information - Pennsylvania Regulated Segment." PPL Electric
has electric transmission and distribution lines in public streets and highways pursuant to franchises and rights-of-way secured from property owners. At
December 31, 2018, PPL Electric's transmission system includes 50 substations with a total capacity of 30 million kVA and 5,455 circuit miles in service.
PPL Electric's distribution system includes 353 substations with a total capacity of 14 million kVA, 36,312 circuit miles of overhead lines and 8,428
underground circuit miles. All of PPL Electric's facilities are located in Pennsylvania. Substantially all of PPL Electric's distribution properties and certain
transmission properties are subject to the lien of the PPL Electric 2001 Mortgage Indenture. See Note 8 to the Financial Statements for additional
information.
ITEM 3. LEGAL PROCEEDINGS
See Notes 6, 7 and 13 to the Financial Statements for information regarding legal, tax litigation, regulatory and environmental proceedings and matters.
ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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PART II
ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY,
RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES
See "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations - Financial Condition - Liquidity and
Capital Resources - Forecasted Uses of Cash" for information regarding certain restrictions on the ability to pay dividends for all Registrants.
PPL Corporation
Additional information for this item is set forth in the sections entitled "Quarterly Financial and Dividend Data," "Item 12. Security Ownership of Certain
Beneficial Owners and Management and Related Stockholder Matters" and "Shareowner and Investor Information" of this report. At January 31, 2019, there
were 53,571 common stock shareowners of record.
There were no purchases by PPL of its common stock during the fourth quarter of 2018.
PPL Electric Utilities Corporation
There is no established public trading market for PPL Electric's common stock, as PPL owns 100% of the outstanding common shares. Dividends paid to PPL
on those common shares are determined by PPL Electric's Board of Directors. PPL Electric paid common stock dividends to PPL of $390 million in 2018 and
$336 million in 2017.
LG&E and KU Energy LLC
There is no established public trading market for LKE's membership interests. PPL owns all of LKE's outstanding membership interests. Distributions on the
membership interests are paid as determined by LKE's Board of Directors. LKE made cash distributions to PPL of $302 million in 2018 and $402 million in
2017.
Louisville Gas and Electric Company
There is no established public trading market for LG&E's common stock, as LKE owns 100% of the outstanding common shares. Dividends paid to LKE on
those common shares are determined by LG&E's Board of Directors. LG&E paid common stock dividends to LKE of $156 million in 2018 and $192 million
in 2017.
Kentucky Utilities Company
There is no established public trading market for KU's common stock, as LKE owns 100% of the outstanding common shares. Dividends paid to LKE on
those common shares are determined by KU's Board of Directors. KU paid common stock dividends to LKE of $246 million in 2018 and $226 million in
2017.
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ITEM 6. SELECTED FINANCIAL AND OPERATING DATA
PPL Corporation (a) (b)

2018

2017

2016

2015

2014

Income Items (in millions)
Operating revenues

$

7,785

$

7,447

$

7,517

$

7,669

$

7,852

Operating income (c)

2,852

2,901

2,936

2,802

2,822

Income from continuing operations after income taxes attributable to PPL
shareowners

1,827

1,128

1,902

1,603

1,437

Income (loss) from discontinued operations (net of
income taxes) (f)
Net income attributable to PPL shareowners (f)

—

—

—

1,827

1,128

1,902

(921)
682

1,737

300

48,606

Balance Sheet Items (in millions)
Total assets (d)

43,396

41,479

38,315

39,301

Short-term debt (d)

1,430

1,080

923

916

836

Long-term debt (d)

20,599

20,195

18,326

19,048

18,054

Common equity (d)

11,657

10,761

9,899

9,919

13,628

Total capitalization (d)

33,686

32,036

29,148

29,883

32,518

16.1

10.9

19.2

5.8

13.0

Year-end

720,323

693,398

679,731

673,857

665,849

Weighted-average

704,439

685,240

677,592

669,814

653,504

Financial Ratios
Return on common equity - % (d)(f)
Common Stock Data
Number of shares outstanding - Basic (in thousands)

Income from continuing operations after income taxes
available to PPL common shareowners - Basic EPS

$

2.59

$

1.64

$

2.80

$

2.38

$

2.19

Income from continuing operations after income taxes
available to PPL common shareowners - Diluted EPS

$

2.58

$

1.64

$

2.79

$

2.37

$

2.16

Net income available to PPL common shareowners - Basic EPS

$

2.59

$

1.64

$

2.80

$

1.01

$

2.64

Net income available to PPL common shareowners - Diluted EPS

$

2.58

$

1.64

$

2.79

$

1.01

$

2.61

Dividends declared per share of common stock

$

1.64

$

1.58

$

1.52

$

1.50

$

1.49

Book value per share (d)

$

16.18

$

15.52

$

14.56

$

14.72

$

20.47

Market price per share

$

28.33

$

30.95

$

34.05

$

34.13

$

36.33

Dividend payout ratio - % (e)(f)

64

96

55

149

57

Dividend yield - % (g)

5.8

5.1

4.5

4.4

4.1

11.0

18.9

12.2

33.8

13.9

Price earnings ratio (e)(f)(g)
Sales Data - GWh
Domestic - Electric energy supplied - wholesale

2,461

2,084

2,177

2,241

2,365

Domestic - Electric energy delivered - retail

68,686

65,751

67,474

67,798

68,569

U.K. - Electric energy delivered

74,181

74,317

74,728

75,907

75,813

(a)

The earnings each year were affected by several items that management considers special. See "Results of Operations - Segment Earnings" in "Item 7. Combined Management's
Discussion and Analysis of Financial Condition and Results of Operations" for a description of special items in 2018, 2017 and 2016. The earnings for 2015 and 2014 were also
affected by the spinoff of PPL Energy Supply and the sale of the Montana hydroelectric generating facilities.
(b) See "Item 1A. Risk Factors" and Notes 1, 7 and 13 to the Financial Statements for a discussion of uncertainties that could affect PPL's future financial condition.
(c) 2014 through 2017 reflect the retrospective application of new accounting guidance related to the income statement presentation of net periodic benefit costs adopted by PPL in
January 2018. See Note 1 to the Financial Statements for additional information on the adoption of this guidance.
(d) 2015 reflects the impact of the spinoff of PPL Energy Supply and a $3.2 billion related dividend.
(e) Based on diluted EPS.
(f) 2015 includes an $879 million loss on the spinoff of PPL Energy Supply, reflecting the difference between PPL's recorded value for the Supply segment and the estimated fair
value determined in accordance with GAAP. 2015 also includes five months of Supply segment earnings, compared to 12 months in 2014.
(g) Based on year-end market prices.
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ITEM 6. SELECTED FINANCIAL AND OPERATING DATA
PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company
Item 6 is omitted as PPL Electric, LKE, LG&E and KU meet the conditions set forth in General Instructions (I)(1)(a) and (b) of Form 10-K.
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Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations
(All Registrants)
This "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" is separately filed by PPL, PPL Electric,
LKE, LG&E and KU. Information contained herein relating to any individual Registrant is filed by such Registrant solely on its own behalf, and no
Registrant makes any representation as to information relating to any other Registrant. The specific Registrant to which disclosures are applicable is
identified in parenthetical headings in italics above the applicable disclosure or within the applicable disclosure for each Registrant's related activities and
disclosures. Within combined disclosures, amounts are disclosed for individual Registrants when significant.
The following should be read in conjunction with the Registrants' Consolidated Financial Statements and the accompanying Notes. Capitalized terms and
abbreviations are defined in the glossary. Dollars are in millions, except per share data, unless otherwise noted.
"Management's Discussion and Analysis of Financial Condition and Results of Operations" includes the following information:
•

"Overview" provides a description of each Registrant's business strategy and a discussion of important financial and operational developments.

•

"Results of Operations" for all Registrants includes a "Statement of Income Analysis," which discusses significant changes in principal line items on
the Statements of Income, comparing 2018 with 2017 and 2017 with 2016. For PPL, "Results of Operations" also includes "Segment Earnings" and
"Adjusted Gross Margins" which provide a detailed analysis of earnings by reportable segment. These discussions include non-GAAP financial
measures, including "Earnings from Ongoing Operations" and "Adjusted Gross Margins" and provide explanations of the non-GAAP financial
measures and a reconciliation of the non-GAAP financial measures to the most comparable GAAP measure. The "2019 Outlook" discussion identifies
key factors expected to impact 2019 earnings. For PPL Electric, LKE, LG&E and KU, a summary of earnings and adjusted gross margins is also
provided.

•

"Financial Condition - Liquidity and Capital Resources" provides an analysis of the Registrants' liquidity positions and credit profiles. This section
also includes a discussion of forecasted sources and uses of cash and rating agency actions.

•

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

•

"Application of Critical Accounting Policies" provides an overview of the accounting policies that are particularly important to the results of
operations and financial condition of the Registrants and that require their management to make significant estimates, assumptions and other
judgments of inherently uncertain matters.
Overview

For a description of the Registrants and their businesses, see "Item 1. Business."
Business Strategy
(All Registrants)
PPL operates seven fully regulated high-performing utilities. These utilities are located in the U.K., Pennsylvania and Kentucky, constructive regulatory
jurisdictions with distinct regulatory structures and customer classes. PPL believes this business portfolio positions the company well for continued success
and provides earnings and dividend growth potential.
PPL's strategy, and that of the other Registrants, is to deliver best-in-sector operational performance, invest in a sustainable energy future, maintain a strong
financial foundation, and engage and develop its people. PPL's business plan is designed to achieve growth by providing efficient, reliable and safe
operations and strong customer service, maintaining constructive regulatory relationships and achieving timely recovery of costs. These businesses are
expected to achieve strong, long-term growth in rate base in the U.S. and RAV in the U.K. Rate base growth is being driven by planned significant capital
expenditures to maintain existing assets and improve system reliability and, for LKE, LG&E and KU, to comply with federal and state environmental
regulations related to coal-fired electricity generation facilities.
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For the U.S. businesses, central to PPL's strategy is recovering capital project costs efficiently through various rate-making mechanisms, including periodic
base rate case proceedings using forward test years, annual FERC formula rate mechanisms and other regulatory agency-approved recovery mechanisms
designed to limit regulatory lag. In Kentucky, the KPSC has adopted a series of regulatory mechanisms (ECR, DSM, GLT, fuel adjustment clause, gas supply
clause and recovery on construction work-in-progress) that reduce regulatory lag and provide timely recovery of and return on, as appropriate, prudently
incurred costs. In addition, the KPSC requires a utility to obtain a CPCN prior to constructing a facility, unless the construction is an ordinary extension of
existing facilities in the usual course of business or does not involve sufficient capital expenditures to materially affect the utility's financial
condition. Although such KPSC proceedings do not directly address cost recovery issues, the KPSC, in awarding a CPCN, concludes that the public
convenience and necessity require the construction of the facility on the basis that the facility is the lowest reasonable cost alternative to address the need. In
Pennsylvania, the FERC transmission formula rate, DSIC mechanism, Smart Meter Rider and other recovery mechanisms are in place to reduce regulatory lag
and provide for timely recovery of and a return on, as appropriate, prudently incurred costs.
To manage financing costs and access to credit markets, and to fund capital expenditures, a key objective of the Registrants is to maintain their investment
grade credit ratings and adequate liquidity positions. In addition, the Registrants have financial and operational risk management programs that, among other
things, are designed to monitor and manage exposure to earnings and cash flow volatility, as applicable, related to changes in interest rates, foreign currency
exchange rates and counterparty credit quality. To manage these risks, PPL generally uses contracts such as forwards, options and swaps. See "Financial
Condition - Risk Management" below for further information.
Earnings generated by PPL's U.K. subsidiaries are subject to foreign currency translation risk. Because WPD's earnings represent such a significant portion of
PPL's consolidated earnings, PPL enters into foreign currency contracts to economically hedge the value of the GBP versus the U.S. dollar. These hedges do
not receive hedge accounting treatment under GAAP. See "Financial and Operational Developments - U.K. Membership in European Union" for additional
discussion of the U.K. earnings hedging activity.
The U.K. subsidiaries also have currency exposure to the U.S. dollar to the extent of their U.S. dollar denominated debt. To manage these risks, PPL generally
uses contracts such as forwards, options and cross-currency swaps that contain characteristics of both interest rate and foreign currency exchange contracts.
As discussed above, a key component of this strategy is to maintain constructive relationships with regulators in all jurisdictions in which the Registrants
operate (U.K., U.S. federal and state). This is supported by a strong culture of integrity and delivering on commitments to customers, regulators and
shareowners, and a commitment to continue to improve customer service, reliability and operational efficiency.
Financial and Operational Developments
Equity Forward Contracts (PPL)
In May 2018, PPL completed a registered underwritten public offering of 55 million shares of its common stock. In conjunction with that offering, the
underwriters exercised an option to purchase 8.25 million additional shares of PPL common stock solely to cover over-allotments.
In connection with the registered public offering, PPL entered into forward sale agreements with two counterparties covering the 63.25 million shares of PPL
common stock. Full settlement of these forward sale agreements will occur no later than November 2019. The forward sale agreements are classified as equity
transactions. PPL only receives proceeds and issues shares of common stock upon any settlements of the forward sale agreements. PPL intends to use net
proceeds that it receives upon any settlements for general corporate purposes.
In September 2018, PPL settled a portion of the initial forward sale agreements by issuing 20 million shares of PPL common stock, and received net cash
proceeds of $520 million. For the unsettled portion of the agreements, the only impact to the financial statements is the inclusion of incremental shares
within the calculation of diluted EPS using the Treasury Stock Method.
See Note 8 to the Financial Statements for additional information.
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U.S. Tax Reform (All Registrants)
The Registrants recognized certain provisional amounts relating to the impact of the enactment of the TCJA in their December 31, 2017 financial statements,
in accordance with SEC guidance. Included in those provisional amounts were estimates of: tax depreciation, deductible executive compensation,
accumulated foreign earnings, foreign tax credits, and deemed dividends from foreign subsidiaries, all of which were based on the interpretation and
application of various provisions of the TCJA.
In the third quarter of 2018, PPL filed its consolidated federal income tax return, which was prepared using guidance issued by the U.S. Treasury Department
and the IRS since the filing of each Registrant's 2017 Form 10-K. Accordingly, the Registrants have updated the following provisional amounts and now
consider them to be complete: (1) the amount of the deemed dividend and associated foreign tax credits relating to the transition tax imposed on
accumulated foreign earnings as of December 31, 2017; (2) the amount of accelerated 100% "bonus" depreciation PPL was eligible to claim in its 2017
federal income tax return; and (3) the related impacts on PPL's 2017 consolidated federal net operating loss to be carried forward to future periods. In
addition, the Registrants recorded the tax impact of the U.S. federal corporate income tax rate reduction from 35% to 21% on the changes to deferred tax
assets and liabilities resulting from the completed provisional amounts. The completed provisional amounts related to the tax rate reduction had an
insignificant impact on the net regulatory liabilities of PPL's U.S. regulated operations. In the fourth quarter of 2018, PPL completed its analysis of the
deductibility of executive compensation awarded as of November 2, 2017 and concluded that no material change to the provisional amounts is required. See
Note 6 to the Financial Statements for the final amounts reported in PPL's 2017 federal income tax return, provisional adjustment amounts for the year ended
December 31, 2017, the related measurement period adjustments and the resulting tax impact for 2018.
The Registrants' accounting related to the effects of the TCJA on financial results for the period ended December 31, 2017 is complete as of December 31,
2018 with respect to all provisional amounts.
In 2018, the IRS issued proposed regulations for certain provisions of the TCJA, including interest deductibility, Base Erosion Anti-Avoidance Tax (BEAT),
and Global Intangible Low-Taxed Income (GILTI). PPL has determined that the proposed regulations related to BEAT and GILTI do not materially change
PPL's current interpretation of the statutory impact of these rules on the company. Proposed regulations relating to the limitation on the deductibility of
interest expense were issued in November 2018 and such regulations provide detailed rules implementing the broader statutory provisions. These proposed
regulations should not apply to the Registrants until the year in which the regulations are issued in final form, which is expected to be 2019. It is uncertain
what form the final regulations will take and, therefore, the Registrants cannot predict what impact the final regulations will have on the tax deductibility of
interest expense. However, if the proposed regulations were issued as final in their current form, the Registrants could have a limitation on a portion of their
interest expense deduction for tax purposes and such limitation could be significant.
Kentucky State Tax Reform (All Registrants)
HB 487, which became law on April 27, 2018, provides for significant changes to the Kentucky tax code including (1) adopting mandatory combined
reporting for corporate members of unitary business groups for taxable years beginning on or after January 1, 2019 (members of a unitary business group may
make an eight-year binding election to file consolidated corporate income tax returns with all members of their federal affiliated group) and (2) a reduction in
the Kentucky corporate income tax rate from 6% to 5% for taxable years beginning after December 31, 2017. LKE recognized a deferred tax charge of $9
million in the second quarter of 2018 primarily associated with the remeasurement of non-regulated accumulated deferred income tax balances.
As indicated in Note 1 to the Financial Statements, LG&E's and KU's accounting for income taxes is impacted by rate regulation. Therefore, reductions in
regulated accumulated deferred income tax balances due to the reduction in the Kentucky corporate income tax rate to 5% under the provisions of HB 487
will result in amounts previously collected from utility customers for these deferred taxes to be refundable to such customers in future periods. In the second
quarter of 2018, LG&E and KU recorded the impact of the reduced tax rate, related to the remeasurement of deferred income taxes, as an increase in regulatory
liabilities of $16 million and $19 million. In a separate regulatory proceeding, LG&E and KU have requested to begin returning state excess deferred income
taxes to customers in conjunction with the 2018 Kentucky base rate case, which was filed on September 28, 2018. See Note 7 to the Financial Statements for
additional information related to the rate case proceedings. PPL is evaluating the impact, if any, of unitary or elective consolidated income tax reporting on
all its Registrants.
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U.K. Membership in European Union (PPL)
The U.K. formally began the process of leaving the European Union (EU) on March 29, 2017 by triggering Article 50 of the Lisbon Treaty. The U.K. has two
years from that date to negotiate a withdrawal agreement governing its exit from the EU (Brexit). The U.K. and EU also agreed to a transition period lasting
until the end of 2020, during which both parties will negotiate a future trade relationship. The final withdrawal agreement and future trade relationship are
subject to ratification by both the U.K. and EU parliaments.
In November 2018, U.K. Prime Minister Theresa May and the EU decided on a withdrawal agreement covering a broad range of issues. On January 15, 2019,
the U.K. Parliament voted overwhelmingly to reject this withdrawal agreement. On January 29, 2019, the U.K. Parliament voted on a series of non-binding
amendments to influence future Brexit negotiations, directing May to conduct further negotiations with the EU. The EU has said that it is not prepared to
renegotiate the existing deal.
Significant uncertainty surrounds the status of negotiations and next steps in the Brexit process. If an agreement is not reached, the default position is that the
U.K. will have a disorderly exit from the EU on March 29, 2019. The U.K. may also request an extension of the Article 50 process, subject to approval from
the EU’s 27 remaining members. The U.K. could also choose to revoke Article 50 and remain in the EU.
PPL believes that its greatest risk related to Brexit is the potential decline in the value of the GBP compared to the U.S. dollar. A decline in the value of the
GBP compared to the U.S. dollar will reduce the value of WPD's earnings to PPL.
PPL has executed hedges to mitigate the foreign exchange risk to its U.K. earnings. As of February 6, 2019, PPL's foreign exchange exposure related to
budgeted earnings is 100% hedged for the remainder of 2019 at an average rate of $1.39 per GBP and 49% hedged for 2020 at an average rate of $1.49 per
GBP.
PPL cannot predict the impact, in either the short-term or long-term, on foreign exchange rates or PPL's financial condition that may be experienced as a
result of the actions taken by the U.K. government to withdraw from the EU, although such impacts could be material.
PPL does not expect the financial condition and results of operations of WPD itself to change significantly as a result of Brexit, with or without an approved
plan of withdrawal. The regulatory environment and operation of WPD's businesses are not expected to change. WPD is less than halfway through RIIO-ED1,
the current price control period, with allowed revenues agreed with Ofgem through March 2023. The impact of a slower economy or recession on WPD would
be mitigated in part because U.K. regulation provides that any reduction in the volume of electricity delivered will be recovered in allowed revenues in future
periods through the K-factor adjustment. See "Item 1. Business - Segment Information - U.K. Regulated Segment" for additional information on the current
price control and K-factor adjustment. In addition, an increase in inflation would have a positive effect on revenues and RAV as annual inflation adjustments
are applied to both revenues and RAV (and real returns are earned on inflated RAV). This impact, however, would be partially offset by higher O&M and
interest expense on index-linked debt. With respect to access to financing, WPD has substantial borrowing capacity under existing credit facilities and
expects to continue to have access to all major financial markets. With respect to access to and cost of equipment and other materials, WPD management
continues to review U.K. government issued advice on preparations for Brexit without an approved plan of withdrawal and has taken actions to mitigate
potential increasing costs and disruption to its critical sources of supply. Additionally, less than 1% of WPD's employees are non-U.K. EU nationals and no
change in their domicile is expected.
Regulatory Requirements
(All Registrants)
The Registrants cannot predict the impact that future regulatory requirements may have on their financial condition or results of operations.
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TCJA Impact on LG&E and KU Rates (PPL, LKE, LG&E and KU)
On December 21, 2017, Kentucky Industrial Utility Customers, Inc. submitted a complaint with the KPSC against LG&E and KU, as well as other utility
companies in Kentucky, alleging that their respective rates would no longer be fair, just and reasonable following the enactment of the TCJA, which reduced
the federal corporate tax rate from 35% to 21%. The complaint requested the KPSC to issue an order requiring LG&E and KU to begin deferring, as of January
1, 2018, the revenue requirement effect of all income tax expense savings resulting from the federal corporate income tax reduction, including the
amortization of excess deferred income taxes by recording those savings in a regulatory liability account and establishing a process by which the federal
corporate income tax savings will be passed back to customers.
On January 29, 2018, LG&E, KU, Kentucky Industrial Utility Customers, Inc. and the Office of the Attorney General reached a settlement agreement to
commence returning savings related to the TCJA to their customers through their ECR, DSM and LG&E's GLT rate mechanisms beginning in March 2018
and through a new bill credit mechanism from April 1, 2018 through April 30, 2019 and thereafter until tax-reform related savings are reflected in changes in
base rates. The estimated impact of the rate reduction represents approximately $91 million in KU electricity revenues ($70 million through the new bill
credit and $21 million through existing rate mechanisms), $69 million in LG&E electricity revenues ($49 million through the new bill credit and $20 million
through existing rate mechanisms) and $17 million in LG&E gas revenues (substantially all through the new bill credit) for the period January 2018 through
April 2019.
On March 20, 2018, the KPSC issued an Order approving, with certain modifications, the settlement agreement reached between LG&E, KU, Kentucky
Industrial Utility Customers, Inc. and the Office of the Attorney General. The KPSC estimates that, pursuant to its modifications, electricity revenues would
incorporate reductions of approximately $108 million for KU ($87 million through the new bill credit and $21 million through existing rate mechanisms)
and $79 million for LG&E ($59 million through the new bill credit and $20 million through existing rate mechanisms). This represents $27 million ($17
million at KU and $10 million at LG&E) in additional reductions from the amounts proposed by the settlement. The KPSC's modifications to the settlement
include certain changes in assumptions or inputs used in assessing tax reform or calculating LG&E's and KU's electricity rates. LG&E gas rate reductions were
not modified significantly from the amount included in the settlement agreement.
On September 28, 2018, the KPSC issued an Order on reconsideration, pursuant to LG&E's and KU's petition, implementing rates reflecting electricity
revenue reductions of $101 million for KU ($80 million through the new bill credit and $21 million through existing rate mechanisms), $74 million for
LG&E electricity revenues ($54 million through the new bill credit and $20 million through existing rate mechanisms) and $16 million LG&E gas revenues
(substantially all through the new bill credit) for the period January 2018 through April 2019. This represents lower revenue reduction amounts than the
March 20, 2018 Order of approximately $13 million ($7 million at KU and $6 million at LG&E).
In January 2018, the VSCC ordered KU, as well as other utilities in Virginia, to accrue regulatory liabilities reflecting the Virginia jurisdictional revenue
requirement impacts of the reduced federal corporate tax rate. In March 2018, KU reached a settlement agreement regarding its rate case in Virginia. New
rates, inclusive of TCJA impacts, were effective June 1, 2018. The settlement also stipulates that actual tax savings for the five month period prior to new
rates taking effect would be addressed through KU's annual information filing for calendar year 2018. In May 2018, the VSCC approved the settlement
agreement. The TCJA and rate case are not expected to have a significant impact on KU's financial condition or results of operations related to Virginia.
On November 15, 2018, the FERC issued a Policy Statement which stated that the appropriate ratemaking treatment for changes in accumulated deferred
income taxes as a result of the TCJA will be addressed in a Notice of Proposed Rulemaking. Also on November 15, 2018, the FERC issued the Notice of
Proposed Rulemaking which proposes that public utility transmission providers include mechanisms in their formula rates to deduct excess accumulated
deferred income taxes from, or add deficient accumulated deferred income taxes to, rate base and adjust their income tax allowances by amortized excess or
deficient accumulated deferred income taxes. The Notice of Proposed Rulemaking did not prescribe the mechanism companies should use to adjust their
formula rates. LG&E and KU are currently assessing the Notice of Proposed Rulemaking and are continuing to monitor guidance issued by the FERC. On
February 5, 2019, in connection with a separate element of federal and Kentucky state tax reform effects, LG&E and KU filed a request with the FERC to
amend their transmission formula rates, effective June 1, 2019, to incorporate reductions to corporate income tax rates as a result of the TCJA and HB 487.
LG&E and KU do not anticipate the impact of the TCJA related to their FERC-jurisdictional rates to be significant.
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(PPL and PPL Electric)
TCJA Impact on PPL Electric Rates
On February 12, 2018, the PUC issued a Secretarial Letter requesting certain information from regulated utilities and inviting comment from interested parties
on potential revision to customer rates as a result of enactment of the TCJA. PPL Electric submitted its response to the Secretarial Letter on March 9, 2018. On
March 15, 2018, the PUC issued a Temporary Rates Order to allow time to determine the manner in which rates could be adjusted in response to the TCJA.
The PUC issued another Temporary Rates Order on May 17, 2018 to address the impact of the TCJA and indicated that utilities without a currently pending
general rate proceeding would receive a utility specific order. The PUC issued an Order specific to PPL Electric on May 17, 2018 that required PPL Electric to
file a tariff or tariff supplement by June 15, 2018 to establish (a) temporary rates to be effective July 1, 2018, and (b) to record a deferred regulatory liability to
reflect the tax savings associated with the TCJA for the period January 1 through June 30, 2018. On June 8, 2018, PPL Electric submitted a petition to the
PUC to charge a negative surcharge of 7.05% to reflect the estimated 2018 tax savings associated with the TCJA. The PUC approved PPL Electric's petition
on June 14, 2018 and PPL Electric filed a tariff on June 15, 2018 reflecting the increased negative surcharge. PPL Electric recorded a $41 million noncurrent
regulatory liability and a corresponding reduction of revenue to be distributed to customers pursuant to a future rate adjustment related to the period January
1, 2018 through June 30, 2018.
On March 15, 2018, the FERC issued a Notice of Inquiry seeking information on whether and how it should address changes to FERC-jurisdictional rates
relating to accumulated deferred income taxes and bonus depreciation resulting from passage of the TCJA. On March 16, 2018, PPL Electric filed a waiver
request, pursuant to Rule 207(a)(5) of the Rules of Practice and Procedure of the FERC, to accelerate incorporation of the changes to the federal corporate
income tax rate in its transmission formula rate commencing on June 1, 2018 rather than allowing the TCJA tax rate reduction to be initially incorporated in
PPL Electric's June 1, 2019 transmission formula rate. The waiver was approved on April 23, 2018 and PPL Electric submitted its transmission formula rate,
reflecting the TCJA rate reduction, on April 27, 2018. In addition, on May 21, 2018, PPL Electric, as part of a PJM Transmission Owners joint filing,
submitted comments in response to the FERC's March 15, 2018 Notice of Inquiry. The filing requested guidance on how the reduction in accumulated
deferred income taxes, resulting from the TCJA reduced federal corporate income tax rate, should be treated for ratemaking purposes. On November 15, 2018,
the FERC issued a Policy Statement which stated that the appropriate ratemaking treatment for changes in accumulated deferred income taxes as a result of
the TCJA will be addressed in a Notice of Proposed Rulemaking. Also on November 15, 2018, the FERC issued the Notice of Proposed Rulemaking which
proposes that public utility transmission providers should include mechanisms in their formula rates to deduct excess accumulated deferred income taxes
from, or add deficient accumulated deferred income taxes to, rate base and adjust their income tax allowances by amortized excess or deficient accumulated
deferred income taxes. The Notice of Proposed Rulemaking did not prescribe the mechanism companies should use to adjust their formula rates. PPL Electric
is currently assessing the Notice of Proposed Rulemaking and is continuing to monitor guidance issued by the FERC. The changes, related to accumulated
deferred income taxes impacting the transmission formula rate revenues, have not been significant since the new rate went into effect on June 1, 2018.
Pennsylvania Alternative Ratemaking
In June 2018, Governor Tom Wolf signed House Bill 1782 (now known as Act 58 of 2018, and to be codified at 66 Pa. C.S. § 1330) authorizing public
utilities to implement alternative rates and rate mechanisms in base rate proceedings before the PUC. The effective date of Act 58 was August 27, 2018.
Under the new law, a public utility may file an application to establish alternative rates and rate mechanisms in a base rate proceeding. These alternative rates
and rate mechanisms include, but are not limited to, the following: decoupling mechanisms, performance-based rates, formula rates, multi-year rate plans, or a
combination of those or other mechanisms.
The alternative rate mechanisms may include reconcilable surcharges and rates established under current law, including returns on and return of capital
investments. Act 58 explicitly provides that it does not invalidate or void any rate mechanisms approved by the PUC prior to the legislation's effective date.
Act 58 also specifies customer notice requirements concerning the utility's application for alternative rates or rate mechanisms.
On August 23, 2018, the PUC issued a Tentative Implementation Order seeking comments on its proposed interpretation and implementation of Act 58,
Section 1330 of the Public Utility Code, 66 Pa. C.S. 1330. PPL Electric and various other parties filed comments on October 8, 2018. This matter remains
pending before the PUC.
PPL Electric views the passage of Act 58 to be a favorable regulatory development that is expected to expand the rate-making mechanisms available to
Pennsylvania regulated utility companies.
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(PPL)
RIIO-ED1 Mid-period Review
The RIIO framework allowed for an MPR. On April 30, 2018, Ofgem announced its decision not to conduct an MPR of the RIIO-ED1 price control period.
RIIO-2 Framework Review
On March 7, 2018, Ofgem issued its consultation document on the RIIO-2 framework, which covers all U.K. gas and electricity transmission and distribution
price controls. The current electricity distribution price control, RIIO-ED1, continues through March 31, 2023 and will not be impacted by this RIIO-2
consultation process. Ofgem consulted on a wide range of issues, including cost of debt and equity methodologies, the length of the price control period,
indexation methodologies, innovation, stakeholder engagement in the business planning process and performance incentive mechanisms. The purpose of the
RIIO-2 framework consultation was to build on lessons learned from the current price controls while supporting low costs to consumers, improved customer
service and reliability, and the U.K.'s continued shift to a low-carbon future. Comments on the RIIO-2 framework were due in May 2018. On July 30, 2018,
Ofgem published its decision following its RIIO-2 framework consultation after consideration of comments received. Ofgem confirmed the following points
in the decision document:
•
•
•
•
•

•
•

There will be a five-year default length for the price control period, compared to eight years in the current RIIO-ED1 price control.
There is intent to shift the inflation index used for calculating RAV and allowed returns from RPI to CPIH. Ofgem stated overall, consumers
and investors as a whole will be neither better nor worse off in net present value terms as a result of the shift to CPIH and a transition period
may be required.
There will be no change to the existing depreciation policy of using economic asset lives as the basis for depreciating RAV as part of base
revenue calculations. WPD is currently transitioning to 45 year asset lives for new additions in RIIO-ED1 based on Ofgem’s extensive
review of asset lives in RIIO-ED1.
Ofgem will retain the option for fast-tracking for electricity distribution companies only. Fast tracking will be further considered as part of
the electricity distribution sector specific consultation.
A new enhanced engagement model will be introduced which will require distribution companies to set up a customer engagement group to
provide Ofgem with a public report of their views on the companies’ business plans from the perspective of local stakeholders. Ofgem will
also establish an independent RIIO-2 challenge group comprised of consumer experts to provide Ofgem with a public report on companies’
business plans.
Ofgem intends to expand the role of competition for projects that are new, separable and high value. WPD does not currently have any
planned projects that would meet the high value threshold.
A focus of RIIO-2 will be on whole-system outcomes. Ofgem envisions network companies and system operators working together to ensure
the energy system as a whole is efficient and delivers best value to consumers. Ofgem is undertaking further work to clarify the definition of
whole-system and the appropriate roles of the network companies in supporting the energy transition.

Ofgem also indicated further work is needed on other price control principles, including but not limited to, cost of equity, cost of debt, financeability and
incentives with decisions on these items expected to be made in the sector specific consultations or within the individual company business plan
submissions.
In December 2018, the promulgation of sector specific price controls began with Ofgem publishing its consultation related to its RIIO-2 price controls for the
gas distribution, gas transmission and electricity transmission operators that will be effective from April 2021 to March 2026. This current consultation does
not apply directly to electricity distribution network operators although some decisions will be precedent setting. The electricity distribution price control
work is scheduled to begin in 2020, at which time Ofgem plans to publish its RIIO-ED2 strategy consultation document.
Although the electricity distribution consultation does not commence until 2020, WPD is engaged in the RIIO-2 process and will be responding to the
December 2018 consultation document. PPL cannot predict the outcome of this process or the long-term impact it or the final RIIO-ED2 regulations will have
on its financial condition or results of operations.
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(PPL, LKE, LG&E and KU)
FERC Transmission Rate Filing
On August 3, 2018, LG&E and KU submitted an application to the FERC requesting elimination of certain on-going credits to a sub-set of transmission
customers relating to the 1998 merger of LG&E's and KU's parent entities and the 2006 withdrawal of LG&E and KU from the Midcontinent Independent
System Operator, Inc. (MISO), a regional transmission operator and energy market. The application seeks termination of LG&E's and KU's commitment to
provide mitigation for certain horizontal market power concerns arising out of the 1998 merger for certain transmission service between MISO and LG&E and
KU. The affected transmission customers are a limited number of municipal entities in Kentucky. The amounts at issue are generally waivers or credits for
either LG&E and KU or for MISO transmission charges depending upon the direction of transmission service incurred by the municipalities. LG&E and KU
estimate that such charges may average approximately $22 million annually, depending upon actual transmission customer and market volumes, structures
and prices, with such charges allocated according to LG&E's and KU's respective transmission system ownership ratio. Due to the development of robust
accessible energy markets over time, LG&E and KU believe the mitigation commitments are no longer relevant or appropriate. LG&E and KU currently
receive recovery of such expenses in other rate mechanisms. LG&E and KU cannot predict the outcome of the proceeding, including any effects on their
financial condition or results of operations.
The businesses of LKE, LG&E and KU are subject to extensive federal, state and local environmental laws, rules and regulations, including those pertaining
to CCRs, GHG, and ELGs. See Note 7, Note 13 and Note 19 to the Financial Statements for a discussion of these significant environmental matters. These and
other stringent environmental requirements led PPL, LKE, LG&E and KU to retire approximately 800 MW of coal-fired generating plants in Kentucky,
primarily in 2015. Additionally, KU anticipates retiring two older coal-fired units at the E.W. Brown plant in 2019 with a combined summer rating capacity
of 272 MW.
Also as a result of the environmental requirements discussed above, LKE projects $682 million ($261 million at LG&E and $421 million at KU) in
environmental capital investment over the next five years. See PPL's "Financial Condition - Forecasted Uses of Cash - Capital Expenditures", Note 7 and Note
13 for additional information.
Rate Case Proceedings
(PPL, LKE, LG&E and KU)
On September 28, 2018, LG&E and KU filed requests with the KPSC for an increase in annual base electricity rates of approximately $112 million at KU and
increases in annual base electricity and gas rates of approximately $35 million and $25 million at LG&E. The proposed base rate increases would result in an
electricity rate increase of 6.9% at KU and electricity and gas rate increases of 3% and 7.5% at LG&E. As discussed in the "TCJA Impact on LG&E and KU
Rates" section above, LG&E's and KU's applications seek to include applicable changes associated with the TCJA in the calculation of the proposed base
rates and to terminate the TCJA bill credit mechanism when the new base rates go into effect.
New rates are expected to become effective on May 1, 2019. The applications are based on a forecasted test year of May 1, 2019 through April 30, 2020 with
a requested return-on-equity of 10.42%. A number of parties have been granted intervention requests in the proceeding. Data discovery and the filing of
written testimony will continue through February 2019 and a hearing is scheduled in March 2019. LG&E and KU cannot predict the outcome of these
proceedings.
(LKE and KU)
In September 2017, KU filed a request seeking approval from the VSCC to increase annual Virginia base electricity revenue by $7 million, representing an
increase of 10.4%. On March 22, 2018, KU reached a settlement agreement regarding the case, including the impact of the TCJA on rates, resulting in an
increase in annual Virginia base electricity revenue of $2 million. This represents an increase of 2.8% with rates effective June 1, 2018. On May 8, 2018, the
VSCC issued an Order approving the settlement agreement.
Acquisition of Solar Energy Solution Provider (PPL)
During the second quarter of 2018, PPL completed the acquisition of all the outstanding membership interests of Safari Energy, a privately held provider of
solar energy solutions for commercial customers in the U.S. For its clients, Safari Energy develops highly structured turnkey solutions, managing projects
through all phases of development, from inception to financing, design, engineering, permitting, construction, interconnection and asset management.
Headquartered in New York City, Safari Energy
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has completed over 200 solar projects in 19 states, with over 70 projects underway as of December 31, 2018. The acquisition is not material to PPL and the
financial results of Safari Energy are reported within Corporate and Other.
Results of Operations
(PPL)
The "Statement of Income Analysis" discussion below describes significant changes in principal line items on PPL's Statements of Income, comparing yearto-year changes. The "Segment Earnings" and "Adjusted Gross Margins" discussions for PPL provide a review of results by reportable segment. These
discussions include non-GAAP financial measures, including "Earnings from Ongoing Operations" and "Adjusted Gross Margins," and provide explanations
of the non-GAAP financial measures and a reconciliation of those measures to the most comparable GAAP measure. The "2019 Outlook" discussion identifies
key factors expected to impact 2019 earnings.
Tables analyzing changes in amounts between periods within "Statement of Income Analysis," "Segment Earnings" and "Adjusted Gross Margins" are
presented on a constant GBP to U.S. dollar exchange rate basis, where applicable, in order to isolate the impact of the change in the exchange rate on the item
being explained. Results computed on a constant GBP to U.S. dollar exchange rate basis are calculated by translating current year results at the prior year
weighted-average GBP to U.S. dollar exchange rate.
(PPL Electric, LKE, LG&E and KU)
A "Statement of Income Analysis, Earnings and Adjusted Gross Margins" is presented separately for PPL Electric, LKE, LG&E and KU. The "Statement of
Income Analysis" discussion below describes significant changes in principal line items on the Statements of Income, comparing year-to-year changes. The
"Earnings" discussion provides a summary of earnings. The "Adjusted Gross Margins" discussion includes a reconciliation of non-GAAP financial measures
to "Operating Income."

PPL: Statement of Income Analysis, Segment Earnings and Adjusted Gross Margins
Statement of Income Analysis
Net income for the years ended December 31 includes the following results.
Change
2018
Operating Revenues

$

2017
7,785

$

2016
7,447

$

2018 vs. 2017
7,517

$

338

2017 vs. 2016
$

(70)

Operating Expenses
Operation
Fuel

799

759

791

40

(32)

Energy purchases

745

685

706

60

(21)

1,983

1,802

1,857

181

(55)

1,094

1,008

926

86

82

Taxes, other than income

312

292

301

20

(9)

Total Operating Expenses

4,933

4,546

4,581

387

(35)

Other Income (Expense) - net

396

(88)

502

484

(590)

Interest Expense

963

901

888

62

13

Income Taxes

458

784

648

(326)

136

Other operation and maintenance
Depreciation

Net Income

$

1,827

$

1,128

$

1,902

$

699

$

(774)
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Operating Revenues
The increase (decrease) in operating revenues was due to:
2018 vs. 2017

2017 vs. 2016

Domestic:
PPL Electric Distribution price (a)

$

3

$

53

PPL Electric Distribution volume (b)

55

(21)

PPL Electric PLR (c)

39

(16)

PPL Electric Transmission Formula Rate (d)

62

34

PPL Electric TCJA refund (e)

(79)

—

LKE Volumes (b)

134

(73)

LKE Base rates (f)

58

58

LKE ECR

21

10

(143)

—

LKE TCJA refund (e)
LKE DSM
LKE Fuel and other energy prices
Other
Total Domestic

(16)

3

(4)

10

31

(12)

161

46

U.K.:
Price

42

60

Volume

(4)

(30)

Foreign currency exchange rates

106

(154)

Engineering recharge income (g)

42

10

Other

(9)

Total U.K.

(2)

177
$

Total

338

(116)
$

(70)

(a)
(b)
(c)
(d)

Distribution rider prices resulted in an increase of $47 million in 2017 compared with 2016.
Increase in 2018 compared with 2017 was primarily due to favorable weather in 2018. Decrease in 2017 compared with 2016 was primarily due to milder weather in 2017.
Increase in 2018 compared with 2017 was primarily due to higher energy purchase volumes.
Transmission Formula Rate revenues increased primarily from returns on additional transmission capital investments focused on replacing aging infrastructure and improving
reliability and includes the impacts of the TCJA which reduced the new revenue requirement that went into effect June 1, 2018.
(e) Represents income tax savings owed to or already returned to customers related to the impact of the U.S. federal corporate income tax rate reduction from 35% to 21%, as enacted
by the TCJA, effective January 1, 2018. See Note 7 to the Financial Statements for additional information.
(f) Increase primarily due to new base rates approved by the KPSC effective July 1, 2017.
(g) These revenues are offset by costs reflected in "Other operation and maintenance" on the Statement of Income.

Fuel
Fuel increased $40 million in 2018 compared with 2017, primarily due to an increase in volumes at LKE driven by weather in 2018.
Fuel decreased $32 million in 2017 compared with 2016, primarily due to a decrease in volumes at LKE driven by weather in 2017.
Energy Purchases
Energy purchases increased $60 million in 2018 compared with 2017 primarily due to an increase of $37 million at PPL Electric primarily due to higher
energy volumes and an increase of $23 million at LKE primarily due to higher gas volumes driven by weather in 2018.
Energy purchases decreased $21 million in 2017 compared with 2016 primarily due to a decrease in PLR prices at PPL Electric.
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Other Operation and Maintenance
The increase (decrease) in other operation and maintenance was due to:
2018 vs. 2017

2017 vs. 2016

Domestic:
PPL Electric Act 129

$

1

$

9

PPL Electric Payroll-related costs

(5)

(14)

PPL Electric Bad debts

11

(17)

PPL Electric Inventory reserve

8

(2)

LKE timing and scope of generation maintenance outages

8

(1)

LKE gas distribution maintenance and compliance

7

3

LKE electricity distribution outage and repairs

7

—

Storm costs

12

4

5

(15)

Vegetation management
Stock compensation expense

(7)

5

Other operation and maintenance of Safari Energy (a)

30

—

Other

23

(10)

U.K.:
Pension expense

(2)

3

Foreign currency exchange rates

20

(28)

Third-party engineering (b)

35

6

Engineering management

13

3

Other

15

(1)

$

Total

181

$

(55)

(a) The increase in 2018 compared with 2017 primarily represents the other operation and maintenance expense of Safari Energy, which was acquired on June 1, 2018.
(b) These costs are offset by revenues reflected in "Operating Revenues" on the Statement of Income.

Depreciation
The increase (decrease) in depreciation was due to:
2018 vs. 2017
Additions to PP&E, net

$

65

2017 vs. 2016
$

93

Foreign currency exchange rates

11

Depreciation rates (a)

15

15

Other

(5)

(10)

$

Total
(a)

86

(16)

$

82

Higher depreciation rates were effective July 1, 2017 at LG&E and KU.

Taxes, Other Than Income
The increase (decrease) in taxes, other than income was due to:
2018 vs. 2017
State gross receipts tax

$

2017 vs. 2016

—

$

3

Domestic property tax expense

5

4

Domestic capital stock tax

6

(6)

Foreign currency exchange rates

7

(8)

Other

2
$

Total

20

(2)
$

(9)
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Other Income (Expense) - net
The increase (decrease) in other income (expense) - net was due to:
2018 vs. 2017
Economic foreign currency exchange contracts (Note 17)

$

Defined benefit plans - non-service credits (Note 11)

2017 vs. 2016

411

$

(645)

90

Charitable contributions
Other
$

Total

55

(16)

1

(1)

(1)

484

$

(590)

Interest Expense
The increase (decrease) in interest expense was due to:
2018 vs. 2017
Long-term debt interest expense (a)

$

Short-term debt interest
Foreign currency exchange rates
Other

$

34

9

7

17

(26)

—
$

Total
(a)

2017 vs. 2016

36

62

(2)
$

13

Interest expense increased in 2018 compared with 2017, primarily due to debt issuances by PPL Electric in June 2018 and May 2017 and by PPL Capital Funding in September
2017.
Interest expense increased in 2017 compared with 2016, primarily due to accretion on Index linked bonds at WPD and a debt issuance at PPL Electric in May 2017.

Income Taxes
The increase (decrease) in income taxes was due to:
2018 vs. 2017
Change in pre-tax income at current period tax rates

$

Reduction in U.S. federal income tax rate (a)
Valuation allowance adjustments (b)
Foreign income tax return adjustments
U.S. income tax on foreign earnings net of foreign tax credit(c)
Impact of U.K. Finance Acts (d)

(57)

2017 vs. 2016
$

(223)

(138)

—

(15)

20

8

(10)

(44)

89

3

33

Impact of lower U.K. income tax rates (e)

151

1

Amortization of excess deferred income tax (f)

(37)

—

(220)

220

Deferred tax impact of U.S. tax reform (g)
Deferred tax impact of Kentucky state tax reform (h)

9

Stock-based compensation

7

7

Other

7

(1)

$

Total

(326)

—

$

136

(a)

The decrease in 2018 compared with 2017 is related to the impact of the U.S. federal corporate income tax rate reduction from 35% to 21%, as enacted by the TCJA, effective
January 1, 2018.
(b) During 2017, PPL recorded an increase in valuation allowances of $23 million primarily related to foreign tax credits recorded in 2016. The future utilization of these credits is
expected to be lower as a result of the TCJA.

(c)

During 2018, 2017 and 2016, PPL recorded deferred income tax expense of $24 million, $16 million and $13 million for valuation allowances primarily related to increased
Pennsylvania net operating loss carryforwards expected to be unutilized.
During 2017, PPL recorded a federal income tax benefit of $35 million primarily attributable to UK pension contributions.
During 2017, PPL recorded deferred income tax expense of $83 million primarily related to enactment of the TCJA. The enacted tax law included a conversion from a worldwide
tax system to a territorial tax system, effective January 1, 2018. In the transition to the territorial regime, a one-time transition tax was imposed on PPL’s unrepatriated
accumulated foreign earnings in 2017. These earnings were treated as a taxable deemed dividend to PPL of approximately $462 million, including $205 million of foreign tax
credits. As the PPL consolidated U.S. group had a taxable loss for 2017,
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inclusive of the taxable deemed dividend, these credits were recorded as a deferred tax asset. However, it is expected that under the TCJA, only $83 million of the $205 million of
foreign tax credits will be realized in the carry forward period. Accordingly, a valuation allowance on the current year foreign tax credits in the amount of $122 million has been
recorded to reflect the reduction in the future utilization of the credits. The foreign tax credits associated with the deemed repatriation result in a gross carryforward and
corresponding deferred tax asset of $205 million offset by a valuation allowance of $122 million.
During 2016, PPL recorded a federal income tax benefit of $40 million attributable to the foreign tax credit carrryforwards, arising from a decision to amend prior year tax
returns to claim foreign tax credits rather than deduct foreign taxes. This decision was prompted by changes to the company's most recent business plan.
(d) The U.K. Finance Act 2016, enacted in September 2016, reduced the U.K. statutory income tax rate effective April 1, 2020 to 17%. As a result, PPL reduced its net deferred tax
liabilities and recognized a $42 million deferred income tax benefit during 2016.
(e) The reduction in the U.S. federal corporate income tax rate from 35% to 21% significantly reduced the difference between the U.K. and U.S. income tax rates in 2018 compared
with 2017.
(f) During 2018, PPL recorded lower income tax expense for the amortization of excess deferred income taxes that primarily resulted from the U.S. federal corporate income tax rate
reduction from 35% to 21% enacted by the TCJA.
(g) During 2017, PPL recorded deferred income tax expense for the U.S. federal corporate income tax rate reduction from 35% to 21% enacted by the TCJA.
(h) During 2018, PPL recorded deferred income tax expense, primarily associated with LKE’s non-regulated entities, due to the Kentucky corporate income tax rate reduction from
6% to 5%, as enacted by HB 487, effective January 1, 2018.

See Note 6 to the Financial Statements for additional information on income taxes.
Segment Earnings
PPL's net income by reportable segments were as follows:
Change
2018
U.K. Regulated

$

2017
1,114

$

2016
652

$

2018 vs. 2017
1,246

$

462

2017 vs. 2016
$

(594)

Kentucky Regulated

411

286

398

125

Pennsylvania Regulated

431

359

338

72

21

Corporate and Other (a)

(129)

(169)

(80)

40

(89)

Net Income
(a)

$

1,827

$

1,128

$

1,902

$

699

(112)

$

(774)

Primarily represents financing and certain other costs incurred at the corporate level that have not been allocated or assigned to the segments, which are presented to reconcile
segment information to PPL's consolidated results. The increase in 2018 compared with 2017 was primarily due to lower income tax expense of $82 million, partially offset by
higher interest expense of $15 million, Talen Montana litigation costs of $9 million and higher charitable contributions of $6 million. 2017 includes $97 million of additional
income tax expense related to the enactment of the TCJA. See Note 6 to the Financial Statements for additional information.

Earnings from Ongoing Operations
Management utilizes "Earnings from Ongoing Operations" as a non-GAAP financial measure that should not be considered as an alternative to net income, an
indicator of operating performance determined in accordance with GAAP. PPL believes that Earnings from Ongoing Operations is useful and meaningful to
investors because it provides management's view of PPL's earnings performance as another criterion in making investment decisions. In addition, PPL's
management uses Earnings from Ongoing Operations in measuring achievement of certain corporate performance goals, including targets for certain
executive incentive compensation. Other companies may use different measures to present financial performance.
Earnings from Ongoing Operations is adjusted for the impact of special items. Special items are presented in the financial tables on an after-tax basis with the
related income taxes on special items separately disclosed. Income taxes on special items, when applicable, are calculated based on the effective tax rate of
the entity where the activity is recorded. Special items include:
•
•
•
•
•
•
•

Unrealized gains or losses on foreign currency economic hedges (as discussed below).
Spinoff of the Supply segment.
Gains and losses on sales of assets not in the ordinary course of business.
Impairment charges.
Significant workforce reduction and other restructuring effects.
Acquisition and divestiture-related adjustments.
Other charges or credits that are, in management's view, non-recurring or otherwise not reflective of the company's ongoing operations.
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Unrealized gains or losses on foreign currency economic hedges include the changes in fair value of foreign currency contracts used to hedge GBPdenominated anticipated earnings. The changes in fair value of these contracts are recognized immediately within GAAP earnings. Management believes that
excluding these amounts from Earnings from Ongoing Operations until settlement of the contracts provides a better matching of the financial impacts of
those contracts with the economic value of PPL's underlying hedged earnings. See Note 17 to the Financial Statements and "Risk Management" below for
additional information on foreign currency economic activity.
PPL's Earnings from Ongoing Operations by reportable segment were as follows:
Change
2018
U.K. Regulated

$

2017
968

$

2016
885

$

2018 vs. 2017
1,015

$

2017 vs. 2016

83

$

(130)

Kentucky Regulated

418

395

398

23

(3)

Pennsylvania Regulated

436

349

338

87

11

Corporate and Other
Earnings from Ongoing Operations

(117)
$

1,705

(76)
$

1,553

(77)
$

(41)

1,674

$

152

1
$

(121)

See "Reconciliation of Earnings from Ongoing Operations" below for a reconciliation of this non-GAAP financial measure to Net Income.
U.K. Regulated Segment
The U.K. Regulated segment consists of PPL Global, which primarily includes WPD's regulated electricity distribution operations, the results of hedging the
translation of WPD's earnings from GBP into U.S. dollars, and certain costs, such as U.S. income taxes, administrative costs, and certain acquisition-related
financing costs. The U.K. Regulated segment represents 61% of PPL's Net Income for 2018 and 38% of PPL's assets at December 31, 2018.
Net Income and Earnings from Ongoing Operations include the following results.
Change
2018
Operating revenues

$

2017
2,268

$

2016
2,091

$

2018 vs. 2017
2,207

$

2017 vs. 2016

177

$

(116)

Other operation and maintenance

538

449

465

89

(16)

Depreciation

247

230

233

17

(3)

Taxes, other than income

134

127

135

7

(8)

Total operating expenses

919

806

833

113

(27)

Other Income (Expense) - net

403

(84)

507

487

(591)

Interest Expense

413

397

402

16

(5)

Income Taxes

225

152

233

73

(81)

652

1,246

462

(594)

231

379

Net Income

1,114

Less: Special Items
Earnings from Ongoing Operations

146
$

968

(233)
$

885

$

1,015

$

83

(464)
$

(130)

The following after-tax gains (losses), which management considers special items, impacted the U.K. Regulated segment's results and are excluded from
Earnings from Ongoing Operations.
Income Statement Line Item

2018

U.S. tax reform (b)

Income Taxes

Settlement of foreign currency contracts, net of tax of $0, $0, ($108) (c)

Other Income (Expense) - net

—

—

202

Change in U.K. tax rate (d)

Income Taxes

—

—

37

Death benefit, net of tax of $1, $0, $0 (e)

Other operation and maintenance

(5)

—

$

3

$

Total

148

2016

Other Income (Expense) - net

(a)

$

2017

Foreign currency economic hedges, net of tax of ($39), $59, $4 (a)

146

(111)

$

(122)

$

(233)

(8)
—

—
$

231

Represents unrealized gains (losses) on contracts that economically hedge anticipated GBP-denominated earnings. 2016 includes the reversal of $310 million ($202 million aftertax) of unrealized gains related to the settlement of 2017 and 2018 contracts.

(b) During 2018, PPL recorded adjustments to certain provisional amounts recognized in the December 31, 2017 Statement of Income relating to the enactment of the TCJA.
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During 2017, PPL recorded deferred income tax expense for the enactment of the TCJA. See Note 6 to the Financial Statements for additional information.
In 2016, PPL settled 2017 and 2018 foreign currency contracts, resulting in $310 million of cash received ($202 million after-tax). The settlement did not have a material impact
on net income as the contracts were previously marked to fair value and recognized in "Other Income (Expense) - net" on the Statement of Income. See Note 17 to the Financial
Statements for additional information.
(d) The U.K. Finance Act of 2016 reduced the U.K.'s statutory income tax rate. As a result, PPL reduced its net deferred tax liability and recognized a deferred tax benefit in 2016.
See Note 6 to the Financial Statements for additional information.
(e) Primarily a payment related to the death of the WPD Chief Executive.
(c)

The changes in the components of the U.K. Regulated segment's results between these periods were due to the factors set forth below, which reflect amounts
classified as U.K. Adjusted Gross Margins, the items that management considers special and the effects of movements in foreign currency exchange,
including the effects of foreign currency hedge contracts, on separate lines and not in their respective Statement of Income line items.
2018 vs. 2017

2017 vs. 2016

U.K.
Adjusted Gross Margins

$

Other operation and maintenance

39

$

30

(18)

(5)

Depreciation

(6)

(14)

Other Income (Expense) - net

63

69

1

(21)

Interest expense
Other
Income taxes

(4)

(6)

(23)

11

U.S.
Interest expense and other

(8)

1

(48)

(10)

Foreign currency exchange, after-tax

87

(185)

Earnings from Ongoing Operations

83

(130)

Income taxes

Special items, after-tax

379
$

Net Income

462

(464)
$

(594)

U.K.
•

See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of U.K. Adjusted Gross Margins.

•

Higher depreciation expense in 2017 compared with 2016 primarily due to additions to PP&E, net of retirements.

•

Higher other income (expense) - net in 2018 compared with 2017 primarily due to higher pension income due to an increase in expected returns on
higher asset balances.

•

Higher other income (expense) - net in 2017 compared with 2016 primarily due to higher pension income due to an increase in expected returns on
higher asset balances and lower interest costs due to a lower discount rate.

•

Higher interest expense in 2017 compared with 2016 primarily due to higher interest expense on indexed linked bonds.

•

Higher income taxes in 2018 compared with 2017 primarily due to higher pre-tax income.

•

Lower income taxes in 2017 compared with 2016 primarily due to decreases of $10 million related to accelerated tax deductions and $7 million from
lower U.K. tax rates, partially offset by an increase of $11 million from higher pre-tax income.

U.S.
•

Higher income taxes in 2018 compared with 2017 primarily due to a $35 million tax benefit on accelerated pension contributions in the first quarter of
2017 and a $16 million increase from a reduction in tax benefits on interest deductibility due to the U.S. federal corporate income tax rate reduction from
35% to 21%, as enacted by the TCJA, effective January 1, 2018.
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•

Higher income taxes in 2017 compared with 2016 primarily due to a $37 million benefit related to foreign tax credit carryforwards in 2016, partially
offset by a $29 million tax benefit on accelerated pension contributions made in the first quarter of 2017.

Kentucky Regulated Segment
The Kentucky Regulated segment consists primarily of LKE's regulated electricity generation, transmission and distribution operations of LG&E and KU, as
well as LG&E's regulated distribution and sale of natural gas. In addition, certain acquisition-related financing costs are allocated to the Kentucky Regulated
segment. The Kentucky Regulated segment represents 22% of PPL's Net Income for 2018 and 35% of PPL's assets at December 31, 2018.
Net Income and Earnings from Ongoing Operations include the following results.
Change
2018
Operating revenues

$

2017
3,214

$

2016
3,156

$

2018 vs. 2017

3,141

$

2017 vs. 2016

58

$

15

Fuel

799

759

791

40

(32)

Energy purchases

201

178

171

23

7

Other operation and maintenance

848

801

798

47

3

Depreciation

475

439

404

36

35

Taxes, other than income
Total operating expenses

70

65

62

5

3

2,393

2,242

2,226

151

16

Other Income (Expense) - net

(16)

(15)

(8)

Interest Expense

274

261

260

13

Income Taxes

120

359

242

(239)

117

Net Income

411

286

398

125

(112)

—

102

Less: Special Items
Earnings from Ongoing Operations

(8)

(7)
$

418

(109)
$

395

$

398

$

7
1

(109)

23

$

(3)

The following after-tax gains (losses), which management considers special items, impacted the Kentucky Regulated segment's results and are excluded from
Earnings from Ongoing Operations.
Income Statement Line Item

2018
$

2017

Income Taxes

Kentucky state tax reform (b)

Income Taxes

(9)

—

—

Adjustment to investment, net of tax of $0, $0, $0 (c)

Other Income (Expense) - net

—

(1)

—

Settlement of indemnification agreement, net of tax of $0, ($2), $0 (d)

Other Income (Expense) - net

—

4

$

Total

2

(7)

$

2016

U.S. tax reform (a)

$

(112)

(109)

$

—

—
$

—

(a)

During 2018, LKE recorded adjustments to certain provisional amounts associated with LKE's non-regulated entities recognized in the December 31, 2017 Statement of Income
relating to the enactment of the TCJA.
During 2017, LKE recorded deferred income tax expense related to the enactment of the TCJA associated with LKE's non-regulated entities. See Note 6 to the Financial
Statements for additional information.
(b) During 2018, LKE recorded deferred income tax expense, primarily associated with LKE's non-regulated entities, due to the Kentucky corporate income tax rate reduction from
6% to 5%, as enacted by HB 487, effective January 1, 2018. See Note 6 to the Financial Statements for additional information.
(c) KU recorded a write-off of an equity method investment.
(d) Recorded at LKE and represents the settlement of a WKE indemnification. See Note 13 to the financial statements for additional information.

The changes in the components of the Kentucky Regulated segment's results between these periods were due to the factors set forth below, which reflect
amounts classified as Kentucky Adjusted Gross Margins and the items that management considers special on separate lines and not in their respective
Statement of Income line item.
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2018 vs. 2017
Kentucky Adjusted Gross Margins

$

3

2017 vs. 2016
$

29

Other operation and maintenance

(60)

(1)

Depreciation

(30)

(27)

Taxes, other than income

(6)

(2)

Other Income (Expense) - net

(3)

2

Interest Expense

(13)

(1)

Income Taxes

132

(3)

Earnings from Ongoing Operations
Special Items, after-tax
$

Net Income

23

(3)

102

(109)

125

$

(112)

•

See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of Kentucky Adjusted Gross Margins.

•

Higher other operation and maintenance expense in 2018 compared with 2017 primarily due to an $8 million increase in vegetation management, an $8
million increase in timing and scope of generation maintenance outages, a $7 million increase in gas distribution maintenance and compliance, a $7
million increase in electricity distribution outage and repairs and increases in other costs that were not individually significant in comparison to the prior
year.

•

Higher depreciation expense in 2018 compared with 2017 primarily due to a $16 million increase related to additional assets placed into service, net of
retirements, and a $12 million increase related to higher depreciation rates effective July 1, 2017.

•

Higher depreciation expense in 2017 compared with 2016 primarily due to a $15 million increase related to additional assets placed into service, net of
retirements, and a $12 million increase related to higher depreciation rates effective July 1, 2017.

•

Higher interest expense in 2018 compared with 2017 primarily due to increased borrowings under LG&E's term loan credit facility and from affiliates.

•

Lower income taxes in 2018 compared with 2017 primarily due to a $74 million decrease related to the impact of the U.S. federal corporate income tax
rate reduction from 35% to 21%, as enacted by the TCJA, effective January 1, 2018, a $42 million decrease related to lower pre-tax income and an $18
million decrease primarily related to higher amortization of excess deferred income taxes as a result of the TCJA.

Pennsylvania Regulated Segment
The Pennsylvania Regulated segment includes the regulated electricity transmission and distribution operations of PPL Electric. In addition, certain costs are
allocated to the Pennsylvania Regulated segment. The Pennsylvania Regulated segment represents 24% of PPL's Net Income for 2018 and 26% of PPL's
assets at December 31, 2018.
Net Income and Earnings from Ongoing Operations include the following results.
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Change
2018
Operating revenues

$

2017
2,277

$

2016
2,195

$

2018 vs. 2017
2,156

Energy purchases

544

507

535

Other operation and maintenance

578

572

Depreciation

352

309

Taxes, other than income

109
1,583

Total operating expenses
Other Income (Expense) - net

$

2017 vs. 2016

82

$

39

37

(28)

604

6

(32)

253

43

56

107

105

2

2

1,495

1,497

88

(2)

32

17

20

15

(3)

Interest Expense

159

142

129

17

13

Income Taxes

136

216

212

(80)

4

Net Income

431

359

338

72

21

Less: Special Items
Earnings from Ongoing Operations

(5)
$

436

10
$

349

—
$

338

(15)
$

10

87

$

11

The following after-tax gains (losses), which management considers special items, impacted the Pennsylvania Regulated segment's results and are excluded
from Earnings from Ongoing Operations.
Income Statement Line Item
IT transformation, net of tax of $2, $0, $0 (a)

Other operation and maintenance

U.S. tax reform (b)

Income Taxes

2018
$

$

(5)

2016
—

—
$

Total

2017
(5)

$

—

10
$

10

—
$

—

(a)

In June 2018, PPL EU Services' IT department announced an internal reorganization. As a result, $5 million of after-tax costs, which includes separation benefits as well as outside
services for strategic consulting to establish the new IT organization, were incurred. See Note 13 to the Financial Statements for additional information.
(b) During 2017, PPL recorded a deferred income tax benefit for the enactment of the TCJA. See Note 6 to the Financial Statements for additional information.

The changes in the components of the Pennsylvania Regulated segment's results between these periods were due to the factors set forth below, which reflect
amounts classified as Pennsylvania Adjusted Gross Margins and the items that management considers special on separate lines and not in their respective
Statement of Income line items.
2018 vs. 2017
Pennsylvania Adjusted Gross Margins

$

Other operation and maintenance
Depreciation

28

2017 vs. 2016
$

31

3

44

(30)

(35)

Taxes, other than income

—

1

Other Income (Expense) - net

15

(3)

Interest Expense

(17)

(13)

Income Taxes

88

(14)

Earnings from Ongoing Operations

87

11

Special Items, after-tax

(15)
$

Net Income

72

10
$

21

•

See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of Pennsylvania Adjusted Gross Margins.

•

Lower other operation and maintenance expense in 2018 compared with 2017 primarily due to $36 million of lower corporate service costs allocated to
PPL Electric, partially offset by $11 million of higher non-recoverable storm expenses and $11 million of higher bad debt expense.

•

Lower other operation and maintenance expense in 2017 compared with 2016 primarily due to $17 million of lower bad debt expense, $17 million of
lower vegetation management expenses and $14 million of lower payroll expenses, partially offset by $19 million of higher corporate service costs
allocated to PPL Electric.
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•

Higher depreciation expense in 2018 compared with 2017 and 2017 compared with 2016 primarily due to additional assets placed into service, related
to the ongoing efforts to ensure the reliability of the delivery system and the replacement of aging infrastructure, net of retirements.

•

Higher interest expense in 2018 compared with 2017 primarily due to the May 2017 issuance of $475 million of 3.95% First Mortgage Bonds and the
June 2018 issuance of $400 million of 4.15% First Mortgage Bonds.

•

Higher interest expense in 2017 compared with 2016 primarily due to the issuance of $475 million of 3.95% First Mortgage Bonds in May 2017.

•

Lower income taxes in 2018 compared with 2017 primarily due to the impact of the U.S federal corporate income tax rate reduction from 35% to 21%, as
enacted by the TCJA, effective January 1, 2018 of $71 million and $18 million of lower income taxes due to amortization of excess deferred income
taxes.

•

Higher income taxes in 2017 compared with 2016 primarily due to higher pre-tax income at current period tax rates.

Reconciliation of Earnings from Ongoing Operations
The following tables contain after-tax gains (losses), in total, which management considers special items, that are excluded from Earnings from Ongoing
Operations and a reconciliation to PPL's "Net Income" for the years ended December 31.
2018
U.K.
Regulated
Net Income

$

KY
Regulated

1,114

$

PA
Regulated

411

$

Corporate
and Other

431

$

Total

(129)

$

1,827

Less: Special Items (expense) benefit:
Foreign currency economic hedges, net of tax of ($39)

148

—

—

—

3

2

—

(5)

—

Kentucky state tax reform (b)

—

(9)

—

—

(9)

IT transformation, net of tax of $2

—

—

(5)

—

(5)

Talen litigation costs, net of tax of $2 (c)

—

—

—

(7)

(7)

Death benefit, net of tax of $1

(5)

—

—

—

(7)

(5)

(12)

U.S. tax reform (a)

Total Special Items
Earnings from Ongoing Operations

146
$

968

$

418

$

436

$

(117)

148

(5)
122
$

1,705

(a)

During 2018, PPL recorded adjustments to certain provisional amounts recognized in the December 31, 2017 Statement of Income relating to the enactment of the TCJA. See
Note 6 to the Financial Statements for additional information.
(b) During 2018, LKE recorded deferred income tax expense, primarily associated with LKE's non-regulated entities, due to the Kentucky corporate income tax rate reduction from
6% to 5%, as enacted by HB 487, effective January 1, 2018. See Note 6 to the Financial Statements for additional information.
(c) During 2018, PPL incurred legal expenses related to litigation with its former affiliate, Talen Montana. See Note 13 to the Financial Statements for additional information.
2017
U.K. Regulated
Net Income

$

652

KY Regulated
$

286

Corporate and
Other

PA Regulated
$

359

$

(169)

Total
$

1,128

Less: Special Items (expense) benefit:
Foreign currency economic hedges, net of tax of $59

(111)

Spinoff of the Supply segment, net of tax of ($1)

—

U.S. tax reform (a)

(122)

—

—

—

—

—

4

10

(97)

(112)

(111)
4
(321)

Settlement of indemnification agreement, net of tax ($2)

—

4

—

—

4

Adjustment to investment, net of tax of $0

—

(1)

—

—

(1)

Total Special Items
Earnings from Ongoing Operations
(a)

(233)
$

885

(109)
$

395

10
$

349

(93)
$

(76)

(425)
$

1,553

During 2017, PPL recorded deferred income tax (expense) benefit related to the enactment of the TCJA. See Note 6 to the Financial Statements for additional information.
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2016
U.K.
Regulated
Net Income

$

1,246

KY
Regulated
$

PA
Regulated

398

$

Corporate
and Other

338

$

(80)

Total
$

1,902

Less: Special Items (expense) benefit:
Foreign currency economic hedges, net of tax of $4

(8)

—

—

—

(8)

Spinoff of the Supply segment, net of tax of $2

—

—

—

(3)

(3)

202

—

—

—

37

—

—

—

37

231

—

—

(3)

228

Settlement of foreign currency contracts, net of tax of ($108)
Change in U.K. tax rate
Total Special Items
Earnings from Ongoing Operations

$

1,015

$

398

$

338

$

(77)

202

$

1,674

Adjusted Gross Margins
Management also utilizes the following non-GAAP financial measures as indicators of performance for its businesses.
•

"U.K. Adjusted Gross Margins" is a single financial performance measure of the electricity distribution operations of the U.K. Regulated segment. In
calculating this measure, direct costs such as connection charges from National Grid, which owns and manages the electricity transmission network in
England and Wales, and Ofgem license fees (recorded in "Other operation and maintenance" on the Statements of Income) are deducted from operating
revenues, as they are costs passed through to customers. As a result, this measure represents the net revenues from the delivery of electricity across WPD's
distribution network in the U.K. and directly related activities.

•

"Kentucky Adjusted Gross Margins" is a single financial performance measure of the electricity generation, transmission and distribution operations of
the Kentucky Regulated segment, LKE, LG&E and KU, as well as the Kentucky Regulated segment's, LKE's and LG&E's distribution and sale of natural
gas. In calculating this measure, fuel, energy purchases and certain variable costs of production (recorded in "Other operation and maintenance" on the
Statements of Income) are deducted from operating revenues. In addition, certain other expenses, recorded in "Other operation and maintenance",
"Depreciation" and "Taxes, other than income" on the Statements of Income, associated with approved cost recovery mechanisms are offset against the
recovery of those expenses, which are included in revenues. These mechanisms allow for direct recovery of these expenses and, in some cases, returns on
capital investments and performance incentives. As a result, this measure represents the net revenues from electricity and gas operations.

•

"Pennsylvania Adjusted Gross Margins" is a single financial performance measure of the electricity transmission and distribution operations of the
Pennsylvania Regulated segment and PPL Electric. In calculating this measure, utility revenues and expenses associated with approved recovery
mechanisms, including energy provided as a PLR, are offset with minimal impact on earnings. Costs associated with these mechanisms are recorded in
"Energy purchases," "Other operation and maintenance," (which are primarily Act 129, Storm Damage and Universal Service program costs),
"Depreciation" (which is primarily related to the Act 129 Smart Meter program) and "Taxes, other than income," (which is primarily gross receipts tax) on
the Statements of Income. This measure represents the net revenues from the Pennsylvania Regulated segment's and PPL Electric's electricity delivery
operations.

These measures are not intended to replace "Operating Income," which is determined in accordance with GAAP, as an indicator of overall operating
performance. Other companies may use different measures to analyze and report their results of operations. Management believes these measures provide
additional useful criteria to make investment decisions. These performance measures are used, in conjunction with other information, by senior management
and PPL's Board of Directors to manage operations and analyze actual results compared with budget.
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Changes in Adjusted Gross Margins
The following table shows Adjusted Gross Margins by PPL's reportable segments and by component, as applicable, for the year ended December 31 as well
as the changes between periods. The factors that gave rise to the changes are described following the table.
Change
2018

2017

2016

2018 vs. 2017

2017 vs. 2016

U.K. Regulated
U.K. Adjusted Gross Margins

$

2,089

$

1,952

$

2,067

$

Impact of changes in foreign currency exchange rates

137

$

98

U.K. Adjusted Gross Margins excluding impact of foreign currency exchange rates

(115)
(145)

$

39

$

30

$

12

$

23
29

Kentucky Regulated
Kentucky Adjusted Gross Margins
LG&E

$

922

KU
Total Kentucky Adjusted Gross Margins

$

1,119

910

$

1,128

887
1,122

(9)

6

$

2,041

$

2,038

$

2,009

$

3

$

$

924

$

958

$

960

$

(34)

$

Pennsylvania Regulated
Pennsylvania Adjusted Gross Margins
Distribution
Transmission
Total Pennsylvania Adjusted Gross Margins

549
$

1,473

487
$

1,445

454
$

1,414

62
$

28

(2)
33

$

31

U.K. Adjusted Gross Margins
U.K. Adjusted Gross Margins, excluding the impact of changes in foreign currency exchange rates, increased in 2018 compared with 2017 primarily due to
$52 million from the April 1, 2018 price increase, partially offset by $10 million from the April 1, 2017 price decrease, driven by lower true-up mechanisms
partially offset by higher base demand revenue.
U.K. Adjusted Gross Margins, excluding the impact of changes in foreign currency exchange rates, increased in 2017 compared with 2016 primarily due to
$81 million from the April 1, 2016 price increase, partially offset by $30 million from lower volumes and $21 million from the April 1, 2017 price decrease,
which includes lower true-up mechanisms partially offset by higher base demand revenue.
Kentucky Adjusted Gross Margins
Kentucky Adjusted Gross Margins increased in 2018 compared with 2017 primarily due to $63 million of increased sales volumes related to favorable
weather in 2018 ($23 million at LG&E and $40 million at KU), higher base rates of $58 million ($32 million at LG&E and $26 million at KU) as new base
rates were approved by the KPSC effective July 1, 2017, returns on additional environmental capital investments of $19 million ($12 million at LG&E and
$7 million at KU) and other factors that were not individually significant in comparison to the prior year, partially offset by $143 million of income tax
savings owed to customers ($67 million at LG&E and $76 million at KU) related to the impact of U.S. federal corporate income tax rate reduction from 35%
to 21%, as enacted by the TCJA, effective January 1, 2018.
Kentucky Adjusted Gross Margins increased in 2017 compared with 2016 primarily due to higher base rates of $58 million ($32 million at LG&E and $26
million at KU) as new base rates were approved by the KPSC effective July 1, 2017 and gas cost recoveries added to base rates of $5 million at LG&E,
partially offset by $41 million of lower sales volumes due to milder weather in 2017 ($15 million at LG&E and $26 million at KU).
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Pennsylvania Adjusted Gross Margins
Distribution
Distribution Adjusted Gross Margins decreased in 2018 compared with 2017 primarily due to a $37 million net of gross receipts tax impact of the estimated
income tax savings owed to customers for the period January 1, 2018 through June 30, 2018 and $38 million from the negative surcharge beginning on July
1, 2018, as a result of the impact of the U.S. federal corporate income tax rate reduction from 35% to 21%, as enacted by the TCJA. These decreases were
partially offset by $43 million of higher electricity sales volumes primarily due to weather.
Distribution Adjusted Gross margins decreased in 2017 compared with 2016 primarily due to $10 million of lower electricity sales volumes due to milder
weather in 2017, partially offset by $7 million of returns on additional Smart Meter capital investments.
Transmission
Transmission Adjusted Gross Margins increased in 2018 compared with 2017 primarily due to increases of $78 million from returns on additional
transmission capital investments focused on replacing aging infrastructure and improving reliability and $25 million as a result of a higher annual PPL zonal
peak load billing factor in the first five months of 2018, partially offset by $38 million from the impact of the reduced federal income taxes as a result of the
TCJA.
Transmission Adjusted Gross Margins increased in 2017 compared with 2016 primarily due to an increase of $51 million from returns on additional
transmission capital investments focused on replacing aging infrastructure and improving reliability, partially offset by a $17 million decrease as a result of a
lower annual PPL zonal peak load billing factor which affected transmission revenue in the first five months of 2017.
Reconciliation of Adjusted Gross Margins
The following tables contain the components from the Statement of Income that are included in the non-GAAP financial measures and a reconciliation to
PPL's "Operating Income" for the years ended December 31.
2018
Kentucky
Adjusted
Gross
Margins

U.K. Adjusted
Gross
Margins
Operating Revenues

$

2,230 (c)

$

Pennsylvania
Adjusted Gross
Margins

3,214

$

2,277

Operating
Income (b)

Other (a)
$

64

$

7,785

Operating Expenses
Fuel

—

799

—

—

Energy purchases

—

201

544

—

745

141

98

121

1,623

1,983

Depreciation

—

70

35

989

1,094

Taxes, other than income

—

5

104

203

312

141

1,173

804

2,815

4,933

Other operation and maintenance

Total Operating Expenses
Total

$

2,089

$

2,041

$

1,473

$

(2,751)

799

$

2,852

58

Source: PPL CORP, 10-K, February 14, 2019

Powered by Morningstar® Document Research℠

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

Table of Contents

2017
Kentucky
Adjusted
Gross
Margins

U.K. Adjusted
Gross
Margins
Operating Revenues

$

2,050 (c)

$

Pennsylvania
Adjusted Gross
Margins

3,156

$

2,195

Operating
Income (b)

Other (a)
$

46

$

7,447

Operating Expenses
Fuel

—

759

—

—

Energy purchases

—

178

507

—

685

Other operation and maintenance

98

111

120

1,473

1,802

Depreciation

—

64

21

923

1,008

Taxes, other than income

—

6

102

184

292

98

1,118

750

2,580

4,546

Total Operating Expenses
$

Total

1,952

$

2,038

$

1,445

$

(2,534)

759

$

2,901

2016
Kentucky
Adjusted
Gross
Margins

U.K. Adjusted
Gross
Margins
Operating Revenues

$

2,165 (c)

$

Pennsylvania
Adjusted Gross
Margins

3,141

$

2,156

Operating
Income (b)

Other (a)
$

55

$

7,517

Operating Expenses
Fuel

—

791

—

—

Energy purchases

—

171

535

—

706

Other operation and maintenance

98

109

108

1,542

1,857

Depreciation

—

56

—

870

926

Taxes, other than income

—

5

99

197

301

98

1,132

742

2,609

4,581

Total Operating Expenses
Total

$

2,067

$

2,009

$

1,414

$

(2,554)

791

$

2,936

(a) Represents amounts excluded from Adjusted Gross Margins.
(b) As reported on the Statements of Income.
(c) 2018, 2017 and 2016 exclude $38 million, $41 million and $42 million of ancillary revenues.

2019 Outlook
(PPL)
Lower net income is projected in 2019 compared with 2018. The decrease in net income primarily reflects the 2018 favorable impact of unrealized gains on
foreign currency economic hedges. Excluding 2018 special items, net income is expected to increase primarily attributable to increases in the U.K. Regulated
segment and the Corporate and Other category. The following projections and factors underlying these projections (on an after-tax basis) are provided for
PPL's segments and the Corporate and Other category and the related Registrants.
(PPL's U.K. Regulated Segment)
Lower net income is projected in 2019 compared with 2018. The decrease in net income reflects the 2018 favorable impact of unrealized gains on foreign
currency economic hedges. Excluding 2018 special items, net income is expected to increase driven primarily by higher revenues from higher prices, higher
pension income and higher assumed GBP exchange rates, partially offset by higher interest expense and higher income taxes.
(PPL's Kentucky Regulated Segment and LKE, LG&E and KU)
Comparable net income is projected in 2019 compared with 2018 , primarily driven by higher base electricity and gas rates and returns on additional
environmental capital investments, offset by an assumed return to normal weather, higher operation and maintenance expense, higher depreciation expense
and higher interest expense.
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(PPL's Pennsylvania Regulated Segment and PPL Electric)
Comparable net income is projected in 2019 compared with 2018, driven primarily by higher returns on transmission investments and lower operation and
maintenance expense, offset by higher depreciation expense and an assumed return to normal weather.
(PPL's Corporate and Other Category)
Lower costs are projected in 2019 compared with 2018, driven primarily by lower expenses and other factors.
(All Registrants)
Earnings in future periods are subject to various risks and uncertainties. See "Forward-Looking Information," "Item 1. Business," "Item 1A. Risk Factors," the
rest of this Item 7, and Notes 1, 7 and 13 to the Financial Statements (as applicable) for a discussion of the risks, uncertainties and factors that may impact
future earnings.

PPL Electric: Statement of Income Analysis, Earnings and Adjusted Gross Margins
Statement of Income Analysis
Net income for the years ended December 31 includes the following results.
Change
2018
Operating Revenues

$

2017
2,277

$

2016
2,195

$

2018 vs. 2017

2,156

$

82

2017 vs. 2016
$

39

Operating Expenses
Operation
Energy purchases

544

507

535

37

(28)

Other operation and maintenance

578

572

602

6

(30)

352

309

253

43

56

Depreciation
Taxes, other than income

109

107

105

2

2

Total Operating Expenses

1,583

1,495

1,495

88

—

Other Income (Expense) - net

23

12

20

11

(8)

Interest Income from Affiliate

8

5

—

3

5

159

142

129

17

13

Interest Expense
Income Taxes
Net Income

136
$

430

213
$

362

212
$

340

(77)
$

68

1
$

22

Operating Revenues
The increase (decrease) in operating revenues was due to:
2018 vs. 2017
Distribution Price (a)

$

2017 vs. 2016
3

$

53

Distribution volume (b)

55

(21)

PLR (c)

39

(16)

Transmission Formula Rate (d)

62

34

TCJA Refund (e)
Other
$

Total

(79)

—

2

(11)

82

$

39

(a) Distribution rider prices resulted in an increase of $47 million in 2017 as compared with 2016.
(b) Increase in 2018 compared with 2017 was primarily due to favorable weather in 2018. Decrease in 2017 compared with 2016 was primarily due to milder weather in 2017.
(c) Increase in 2018 compared with 2017 was primarily due to higher energy purchase volumes.
(d) Transmission Formula Rate revenues increased primarily from returns on additional transmission capital investments focused on replacing aging infrastructure and improving
reliability and includes the impacts of the TCJA which reduced the new revenue requirement that went into effect June 1, 2018.
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(e)

Represents the estimated income tax savings owed to or already returned to distribution customers related to the impact of the U.S federal corporate income tax rate reduction
from 35% to 21%, as enacted by the TCJA, effective January 1, 2018. See Note 7 to the Financial Statements for additional information.

Energy Purchases
Energy purchases increased $37 million in 2018 compared with 2017. This increase was primarily due to higher energy volumes. Energy purchases decreased
$28 million in 2017 compared with 2016 primarily due to lower PLR prices.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance was due to:
2018 vs. 2017
Act 129

$

Act 129 Smart Meter program
Universal service programs

Payroll-related costs
Corporate service costs

9
3

(4)

(3)

5

(4)

(3)

(17)

(5)

(14)

(29)

19

9

5

Storm costs
Bad debts

$

5

Contractor-related expenses
Vegetation management

2017 vs. 2016
1

11

(17)

Inventory reserve

8

(2)

Other

8
$

Total

6

(9)
$

(30)

Depreciation
Depreciation increased by $43 million in 2018 compared with 2017 and $56 million in 2017 compared with 2016. These increases were primarily due to
additional assets placed into service, related to the ongoing efforts to ensure the reliability of the delivery system and the replacement of aging infrastructure
as well as the roll-out of the Act 129 Smart Meter program, net of retirements.
Interest Expense
Interest expense increased $17 million in 2018 compared with 2017, primarily due to the June 2018 issuance of $400 million of 4.15% First Mortgage Bonds
due 2048 and the May 2017 issuance of $475 million of 3.950% First Mortgage Bonds due 2047.
Interest expense increased $13 million in 2017 compared with 2016, primarily due to the May 2017 issuance of $475 million of 3.950% First Mortgage
Bonds due 2047.
Income Taxes
The increase (decrease) in income taxes was due to:
2018 vs. 2017
Change in pre-tax income at current period tax rates

$

(4)

2017 vs. 2016
$

10

Reduction in U.S. federal income tax rate (a)

(71)

—

Depreciation and other items not normalized

(3)

—

Amortization of excess deferred income taxes (a)
Deferred tax impact of U.S. tax reform (b)

(17)

—

13

(13)

Stock-based compensation

3

4

Other

2

—

$

Total
(a)

(77)

$

1

Decreases are related to the impact of the U.S. federal corporate income tax rate reduction from 35% to 21%, as enacted by the TCJA, effective January 1, 2018.
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(b) During 2017, PPL Electric recorded a deferred income tax benefit related to the U.S. federal corporate income tax rate reduction from 35% to 21% enacted by the TCJA.

See Note 6 to the Financial Statements for additional information on income taxes.
Earnings
2018
Net Income

$

2017
430

Special items, gains (losses), after-tax

2016

$

362

(5)

$

340

10

—

Excluding special items, earnings increased in 2018 compared with 2017, driven primarily by returns on additional capital investments in transmission, a
higher annual PPL zonal peak load billing factor and higher distribution sales volumes primarily due to favorable weather, partially offset by higher
depreciation expense and higher interest expense.
Excluding special items, earnings increased in 2017 compared with 2016, primarily due to lower operation and maintenance expense and higher transmission
margins from additional capital investments, partially offset by a lower annual PPL zonal peak load billing factor, lower distribution sales volumes due to
unfavorable weather, higher depreciation expense, higher interest expense and higher income taxes.
The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts classified as Pennsylvania Adjusted
Gross Margins and items that management considers special on separate lines within the table and not in their respective Statement of Income line items.
2018 vs. 2017
Pennsylvania Adjusted Gross Margins

$

28

Other operation and maintenance
Depreciation

2017 vs. 2016
$

31

3

42

(30)

(35)

Taxes, other than income

—

1

Other Income (Expense) - net

14

(3)

(17)

(13)

85

(11)

Interest Expense
Income Taxes
Special Items, after-tax (a)

(15)
$

Net Income
(a)

68

10
$

22

See PPL's "Results of Operations - Segment Earnings - Pennsylvania Regulated Segment" for details of the special items.

Adjusted Gross Margins
"Pennsylvania Adjusted Gross Margins" is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its
business. See PPL's "Results of Operations - Adjusted Gross Margins" for information on why management believes this measure is useful and for
explanations of the underlying drivers of the changes between periods.
The following tables contain the components from the Statements of Income that are included in this non-GAAP financial measure and a reconciliation to
"Operating Income."
2018
Adjusted Gross
Margins
Operating Revenues

$

2,277

2017
Operating
Income (b)

Other (a)
$

—

$

2,277

Adjusted Gross
Margins
$

2,195

Operating
Income (b)

Other (a)
$

—

$

2,195

Operating Expenses
Energy purchases

544

—

544

507

—

507

Other operation and maintenance

121

457

578

120

452

572

35

317

352

21

288

309

104

5

109

102

5

107

804

779

1,583

750

745

1,495

Depreciation
Taxes, other than income
Total Operating Expenses
Total

$

1,473

$

(779)

$

694

$

1,445

$

(745)

$

700
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2016
Adjusted Gross
Margins
Operating Revenues

$

2,156

Operating
Income (b)

Other (a)
$

—

$

2,156

Operating Expenses
Energy purchases

535

—

535

Other operation and maintenance

108

494

602

Depreciation

—

253

253

Taxes, other than income

99

6

105

742

753

1,495

Total Operating Expenses
$

Total

1,414

$

(753)

$

661

(a) Represents amounts excluded from Adjusted Gross Margins.
(b) As reported on the Statements of Income.

LKE: Statement of Income Analysis, Earnings and Adjusted Gross Margins
Statement of Income Analysis
Net income for the years ended December 31 includes the following results.
Change
2018
Operating Revenues

$

2017
3,214

$

2016
3,156

$

2018 vs. 2017

3,141

$

58

2017 vs. 2016
$

15

Operating Expenses
Operation
Fuel

799

759

791

40

(32)

Energy purchases

201

178

171

23

7

Other operation and maintenance

848

801

798

47

3

475

439

404

36

35

Depreciation
Taxes, other than income

70

65

62

5

3

Total Operating Expenses

2,393

2,242

2,226

151

16

Other Income (Expense) - net

(16)

Interest Expense

206

Interest Expense with Affiliate
Income Taxes
Net Income

$

(8)
197

(15)

(8)

7

197

9

—

25

18

17

129

375

257

445

$

316

$

429

7

1

(246)
$

129

118
$

(113)

Operating Revenues
The increase (decrease) in operating revenues was due to:
2018 vs. 2017
Volumes (a)

$

134

2017 vs. 2016
$

(73)

Base rates (b)

58

58

ECR

21

10

(143)

—

TCJA refund (c)
DSM
Fuel and other energy prices
Other
$

Total

(16)

3

(4)

10

8

7

58

$

15

(a) Increase in 2018 compared with 2017 primarily due to favorable weather in 2018. Decrease in 2017 compared with 2016 primarily due to milder weather in 2017.
(b) Increases primarily due to new base rates approved by the KPSC effective July 1, 2017.
(c) Represents income tax savings owed to customers related to the impact of the U.S. federal corporate income tax rate reduction from 35% to 21%, as enacted by the TCJA,
effective January 1, 2018. See Note 7 to the Financial Statements for additional information.
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Fuel
Fuel increased $40 million in 2018 compared with 2017, primarily due to an increase in volumes driven by weather in 2018.
Fuel decreased $32 million in 2017 compared with 2016, primarily due to a decrease in volumes driven by weather in 2017.
Energy Purchases
Energy purchases increased $23 million in 2018 compared with 2017, primarily due to an increase in gas volumes driven by weather in 2018.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance was due to:
2018 vs. 2017
Vegetation management

$

2017 vs. 2016

8

$

2

Timing and scope of generation maintenance outages

8

Gas distribution maintenance and compliance

7

3

Electricity distribution outage and repairs

7

—

Storm costs

(1)

3

(1)

Plant operations and maintenance

(4)

(2)

Other

18
$

Total

47

2
$

3

Depreciation
Depreciation increased $36 million in 2018 compared with 2017, primarily due to a $15 million increase related to additional assets placed into service, net
of retirements, and a $15 million increase related to higher depreciation rates effective July 1, 2017.
Depreciation increased $35 million in 2017 compared with 2016, primarily due to a $19 million increase related additional assets placed into service, net of
retirements, and a $15 million increase related to higher depreciation rates effective July 1, 2017.
Income Taxes
The increase (decrease) in income taxes was due to:
2018 vs. 2017
Deferred tax impact of U.S. tax reform (a)

$

(112)

2017 vs. 2016
$

112

Reduction in U.S. federal income tax rate (b)

(75)

Change in pre-tax income

(46)

2

Amortization of excess deferred federal and state income taxes (b)

(18)

(1)

Reduction in Kentucky income tax rate (c)

—

(5)

—

Deferred tax impact of Kentucky state tax reform (d)

9

—

Other

1
$

Total

(246)

5
$

118

(a)

During 2017, LKE recorded deferred tax expense related to the U.S. federal corporate income tax rate reduction from 35% to 21% enacted by the TCJA associated with LKE's
non-regulated entities.
(b) The decrease is related to the impact of the U.S. federal corporate income tax rate reduction from 35% to 21%, as enacted by the TCJA, effective January 1, 2018. See Note 6 to
the Financial Statements for additional information.
(c) The decrease is related to the impact of the Kentucky state corporate income tax rate reduction from 6% to 5%, as enacted by HB 487, effective January 1, 2018.
(d) During 2018, LKE recorded deferred income tax expense, primarily associated with LKE's non-regulated entities, due to the Kentucky corporate income tax rate reduction from
6% to 5%, as enacted by HB 487, effective January 1, 2018. See Note 6 to the Financial Statements for additional information.

64

Source: PPL CORP, 10-K, February 14, 2019

Powered by Morningstar® Document Research℠

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

Table of Contents
See Note 6 to the Financial Statements for additional information on income taxes.
Earnings
2018
Net Income

$

2017
445

Special items, gains (losses), after-tax

2016

$

316

(7)

$

429

(109)

—

Excluding special items, earnings increased in 2018 compared with 2017, primarily due to higher electricity and gas sales volumes driven by favorable
weather in 2018, higher base electricity and gas rates effective July 1, 2017 and returns on additional environmental capital investments, partially offset by
higher other operation and maintenance expense, higher depreciation expense, higher interest expense and a lower tax shield on holding company interest
and expenses.
Excluding special items, earnings decreased in 2017 compared with 2016, primarily due to lower electricity and gas sales volumes driven by milder weather
in 2017 and higher depreciation expense, partially offset by higher base electricity and gas rates effective July 1, 2017.
The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts classified as Margins and an item that
management considers special on separate lines and not in their respective Statement of Income line items.
2018 vs. 2017
Adjusted Gross Margins

$

3

2017 vs. 2016
$

29

Other operation and maintenance

(60)

(1)

Depreciation

(30)

(27)

Taxes, Other than income

(6)

(2)

Other Income (Expense) - net

(3)

2

Interest Expense

(16)

(1)

Income Taxes

139

(4)

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

102

(109)

$

Net Income
(a)

129

$

(113)

See PPL's "Results of Operations - Segment Earnings - Kentucky Regulated Segment" for details of the special items.

Adjusted Gross Margins
"Adjusted Gross Margins" is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its business. See
PPL's "Results of Operations - Adjusted Gross Margins" for an explanation of why management believes this measure is useful and the factors underlying
changes between periods. Within PPL's discussion, LKE's Adjusted Gross Margins are referred to as "Kentucky Adjusted Gross Margins."
The following tables contain the components from the Statements of Income that are included in this non-GAAP financial measure and a reconciliation to
"Operating Income" for the periods ended December 31.
2018
Adjusted Gross
Margins
Operating Revenues

$

3,214

2017
Operating Income
(b)

Other (a)
$

—

$

3,214

Adjusted Gross
Margins
$

3,156

Operating
Income (b)

Other (a)
$

—

$

3,156

Operating Expenses
Fuel

799

—

799

759

—

759

Energy purchases

201

—

201

178

—

178

Other operation and maintenance

98

750

848

111

690

801

Depreciation

70

405

475

64

375

439

5

65

70

6

59

65

1,173

1,220

2,393

1,118

1,124

2,242

Taxes, other than income
Total Operating Expenses
Total

$

2,041

$

(1,220)

$

821

$

2,038

$

(1,124)

$

914

65

Source: PPL CORP, 10-K, February 14, 2019

Powered by Morningstar® Document Research℠

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

Table of Contents

2016
Adjusted Gross
Margins
Operating Revenues

$

3,141

Operating
Income (b)

Other (a)
$

—

$

3,141

Operating Expenses
Fuel

791

—

791

Energy purchases

171

—

171

Other operation and maintenance

109

689

798

56

348

404

Taxes, other than income

5

57

62

Total Operating Expenses

1,132

1,094

2,226

Depreciation

$

Total

2,009

$

(1,094)

$

915

(a) Represents amounts excluded from Adjusted Gross Margins.
(b) As reported on the Statements of Income.

LG&E: Statement of Income Analysis, Earnings and Adjusted Gross Margins
Statement of Income Analysis
Net income for the years ended December 31 includes the following results.
Change
2018

2017

2016

2018 vs. 2017

2017 vs. 2016

Operating Revenues
Retail and wholesale

$

Electric revenue from affiliate

1,467

$

1,422

$

1,406

29

31

24

1,496

1,453

Fuel

308

Energy purchases

183

Energy purchases from affiliates
Other operation and maintenance

Total Operating Revenues

$

45

$

16

(2)

7

1,430

43

23

292

301

16

(9)

160

153

23

7

13

10

14

3

(4)

376

350

350

26

—

195

183

170

12

13
1

Operating Expenses
Operation

Depreciation
Taxes, other than income

36

33

32

3

Total Operating Expenses

1,111

1,028

1,020

83

8

(2)

—
—

Other Income (Expense) - net

(12)

(10)

(10)

Interest Expense

76

71

71

5

Income Taxes

64

131

126

(67)

Net Income

$

233

$

213

$

203

$

20

5
$

10

Operating Revenues
The increase (decrease) in operating revenues was due to:
2018 vs. 2017
Volumes (a)

$

66

2017 vs. 2016
$

(20)

Base rates (b)

32

32

ECR

10

5

(67)

—

TCJA refund (c)
DSM

(6)

2

Fuel and other energy prices

(2)

—

Other

10
$

Total

43

4
$

23
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(a) Increase in 2018 compared with 2017 primarily due to favorable weather in 2018. Decrease in 2017 compared with 2016 primarily due to milder weather in 2017.
(b) Increases primarily due to new base rates approved by the KPSC effective July 1, 2017.
(c) Represents income tax savings owed to customers related to the impact of the U.S. federal corporate income tax rate reduction from 35% to 21%, as enacted by the TCJA,
effective January 1, 2018. See Note 6 to the Financial Statements for additional information.

Fuel
Fuel increased $16 million in 2018 compared with 2017, primarily due to an increase in volumes driven by weather in 2018.
Fuel decreased $9 million in 2017 compared with 2016, primarily due to a decrease in commodity costs.
Energy Purchases
Energy purchases increased $23 million in 2018 compared with 2017, primarily due to an increase in gas volumes driven by weather in 2018.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance was due to:
2018 vs. 2017
Gas distribution maintenance and compliance

$

7

2017 vs. 2016
$

3

Electricity distribution outage and repairs

5

Storm costs

3

(1)

Timing and scope of generation maintenance outages

2

—

2

—

(1)

(1)

Vegetation management
Plant operations and maintenance
Other

—

8
$

Total

26

(1)
$

—

Depreciation
Depreciation increased $12 million in 2018 compared with 2017, primarily due to a $7 million increase related to additional assets placed into service, net of
retirements, and a $4 million increase related to higher depreciation rates effective July 1, 2017.
Depreciation increased $13 million in 2017 compared with 2016, primarily due to a $9 million increase related to additional assets placed into service, net of
retirements, and a $4 million increase related to higher depreciation rates effective July 1, 2017.
Income Taxes
The increase (decrease) in income taxes was due to:
2018 vs. 2017
Reduction in U.S. federal income tax rate (a)

$

Change in pre-tax income

(39)

2017 vs. 2016
$

—

(18)

5

Amortization of excess deferred federal and state income taxes (a)

(7)

(1)

Reduction in Kentucky income tax rate (b)

(2)

—

Other

(1)
$

Total

(67)

1
$

5

(a) The decrease is related to the impact of the U.S. federal corporate income tax rate reduction from 35% to 21%, as enacted by the TCJA, effective January 1, 2018.
(b) The decrease is related to the impact of the Kentucky state corporate income tax rate reduction from 6% to 5%, as enacted by HB 487, effective January 1, 2018.

See Note 6 to the Financial Statements for additional information on income taxes.
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Earnings
2018
Net Income

$

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

2017
233

2016

$

213

—

$

203

—

—

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

Earnings in 2018 compared with 2017 increased primarily due to higher electricity and gas sales volumes driven by favorable weather in 2018, higher base
electricity and gas rates effective July 1, 2017 and returns on additional environmental capital investments, partially offset by higher other operation and
maintenance expense and higher depreciation expense.
Earnings in 2017 compared with 2016 increased primarily due to higher base electricity and gas rates effective July 1, 2017, partially offset by lower
electricity and gas sales volumes driven by milder weather in 2017 and higher depreciation expense.
The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts classified as Adjusted Gross Margins
on a separate line and not in their respective Statement of Income line items.
2018 vs. 2017
Adjusted Gross Margins

$

12

2017 vs. 2016
$

23

Other operation and maintenance

(34)

2

Depreciation

(13)

(10)

Taxes, other than income

(5)

—

Other Income (Expense) - net

(2)

—

Interest Expense

(5)

—

Income Taxes

67
$

Net Income

20

(5)
$

10

Adjusted Gross Margins
"Adjusted Gross Margins" is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its business. See
PPL's "Results of Operations - Adjusted Gross Margins" for an explanation of why management believes this measure is useful and the underlying drivers of
the changes between periods. Within PPL's discussion, LG&E's Adjusted Gross Margins are included in "Kentucky Adjusted Gross Margins."
The following tables contain the components from the Statements of Income that are included in this non-GAAP financial measure and a reconciliation to
"Operating Income" for the periods ended December 31.
2018
Adjusted Gross
Margins
Operating Revenues

$

1,496

2017
Operating
Income (b)

Other (a)
$

—

$

Adjusted Gross
Margins

1,496

$

1,453

Operating
Income (b)

Other (a)
$

—

$

1,453

Operating Expenses
Fuel

308

—

308

292

—

292

Energy purchases

196

—

196

170

—

170

Other operation and maintenance

37

339

376

45

305

350

Depreciation

31

164

195

32

151

183

2

34

36

4

29

33

574

537

1,111

543

485

1,028

Taxes, other than income
Total Operating Expenses
Total

$

922

$

(537)

$

385

$

910

$

(485)

$

425
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2016
Adjusted Gross
Margins
Operating Revenues

$

1,430

Operating
Income (b)

Other (a)
$

—

$

1,430

Operating Expenses
Fuel

301

—

301

Energy purchases

167

—

167

Other operation and maintenance

43

307

350

Depreciation

29

141

170

3

29

32

543

477

1,020

Taxes, other than income
Total Operating Expenses
$

Total

887

$

(477)

$

410

(a) Represents amounts excluded from Adjusted Gross Margins.
(b) As reported on the Statements of Income.

KU: Statement of Income Analysis, Earnings and Adjusted Gross Margins
Statement of Income Analysis
Net income for the years ended December 31 includes the following results.
Change
2018

2017

2016

2018 vs. 2017

2017 vs. 2016

Operating Revenues
Retail and wholesale

$

Electric revenue from affiliate
Total Operating Revenues

1,747

$

1,734

$

1,735

$

13

$

(1)

13

10

14

3

(4)

1,760

1,744

1,749

16

(5)

Operating Expenses
Operation
Fuel

491

467

490

24

(23)

Energy purchases

18

18

18

—

—

Energy purchases from affiliates

29

31

24

(2)

7

Other operation and maintenance

441

423

422

18

1

279

255

234

24

21

Depreciation
Taxes, other than income

34

32

30

2

2

Total Operating Expenses

1,292

1,226

1,218

66

8

Other Income (Expense) - net

(6)

Interest Expense

100

Income Taxes
Net Income

76
$

286

(4)

(7)

(2)

3

96

96

4

—

159
$

259

163
$

265

(83)
$

27

(4)
$

(6)

Operating Revenue
The increase (decrease) in operating revenue was due to:
2018 vs. 2017
Volumes (a)

$

69

2017 vs. 2016
$

(48)

Base rates (b)

26

26

ECR

11

5

TCJA refund (c)

(76)

—

DSM

(10)

2

Fuel and other energy prices

(3)

8

Other

(1)
$

Total

16

2
$

(5)
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(a) Increase in 2018 compared with 2017 primarily due to favorable weather in 2018. Decrease in 2017 compared with 2016 primarily due to milder weather in 2017.
(b) Increases primarily due to new base rates approved by the KPSC effective July 1, 2017.
(c) Represents income tax savings owed to customers related to the impact of the U.S. federal corporate income tax rate reduction from 35% to 21%, as enacted by the TCJA,
effective January 1, 2018. See Note 6 to the Financial Statements for additional information.

Fuel
Fuel increased $24 million in 2018 compared with 2017, primarily due to an increase in volumes driven by weather in 2018.
Fuel decreased $23 million in 2017 compared with 2016, primarily due to a decrease in volumes driven by milder weather in 2017.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance was due to:
2018 vs. 2017
Timing and scope of generation maintenance outages

$

2017 vs. 2016
6

$

(1)

Vegetation management

6

2

Electricity distribution outage and repairs

2

—

(3)

(1)

Plant operation and maintenance
Other

7
$

Total

18

1
$

1

Depreciation
Depreciation increased $24 million in 2018 compared with 2017, primarily due to an $11 million increase related to higher depreciation rates effective July
1, 2017, and an $8 million increase related to additional assets placed into service, net of retirements.
Depreciation increased $21 million in 2017 compared with 2016, primarily due to an $11 million increase related to higher depreciation rates effective July
1, 2017, and a $9 million increase related to additional assets placed into service, net of retirements.
Income Taxes
The increase (decrease) in income taxes was due to:
2018 vs. 2017
Reduction in U.S. federal income tax rate (a)

$

(47)

2017 vs. 2016
$

—

Change in pre-tax income

(22)

(4)

Amortization of excess deferred federal and state income taxes (a)

(11)

—

Reduction in Kentucky income tax rate (b)

(3)
$

Total

(83)

—
$

(4)

(a) The decrease is related to the impact of the U.S. federal corporate income tax rate reduction from 35% to 21%, as enacted by the TCJA, effective January 1, 2018.
(b) The decrease is related to the impact of the Kentucky state corporate income tax rate reduction from 6% to 5%, as enacted by HB 487, effective January 1, 2018.

See Note 6 to the Financial Statements for additional information on income taxes.
Earnings
2018
Net Income

$

Special items, gains (losses), after tax

2017
286
—

$

2016
259
(1)

$

265
—
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Excluding special items, earnings increased in 2018 compared with 2017, primarily due to higher electricity sales volumes driven by favorable weather in
2018, higher base electricity rates effective July 1, 2017 and returns on additional environmental capital investments, partially offset by higher other
operation and maintenance expense and higher depreciation expense.
Excluding special items, earnings decreased in 2017 compared with 2016, primarily due to lower electricity sales volumes driven by milder weather in 2017
and higher depreciation expense, partially offset by higher base electricity rates effective July 1, 2017.
The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts classified as Adjusted Gross Margins
on separate line and not in their respective Statement of Income line items.
2018 vs. 2017
Adjusted Gross Margins

$

2017 vs. 2016

(9)

$

6

Other operation and maintenance

(23)

(1)

Depreciation

(17)

(16)

Taxes, Other than income

(1)

(2)

Other Income (Expense) - net

(3)

4

Interest Expense

(4)

—

Income Taxes

83

4

1

(1)

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

Net Income
(a)

27

$

(6)

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

Adjusted Gross Margins
"Adjusted Gross Margins" is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its business. See
PPL's "Results of Operations - Adjusted Gross Margins" for an explanation of why management believes this measure is useful and the factors underlying
changes between periods. Within PPL's discussion, KU's Adjusted Gross Margins are included in "Kentucky Adjusted Gross Margins."
The following tables contain the components from the Statements of Income that are included in this non-GAAP financial measure and a reconciliation to
"Operating Income."
2018
Adjusted Gross
Margins
Operating Revenues

$

1,760

2017
Operating
Income (b)

Other (a)
$

—

$

Adjusted Gross
Margins

1,760

$

1,744

Operating
Income (b)

Other (a)
$

—

$

1,744

Operating Expenses
Fuel

491

—

491

467

—

Energy purchases

47

—

47

49

—

49

Other operation and maintenance

61

380

441

66

357

423

Depreciation

39

240

279

32

223

255

3

31

34

2

30

32

641

651

1,292

616

610

1,226

Taxes, other than income
Total Operating Expenses
Total

$

1,119

$

(651)

$

468

$

1,128

$

(610)

467

$

518
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2016
Adjusted Gross
Margins
Operating Revenues

$

1,749

Operating
Income (b)

Other (a)
$

—

$

1,749

Operating Expenses
Fuel

490

—

490

Energy purchases

42

—

42

Other operation and maintenance

66

356

422

Depreciation

27

207

234

2

28

30

627

591

1,218

Taxes, other than income
Total Operating Expenses
$

Total

1,122

$

(591)

$

531

(a) Represents amounts excluded from Adjusted Gross Margins.
(b) As reported on the Statements of Income.

Financial Condition
The remainder of this Item 7 in this Form 10-K is presented on a combined basis, providing information, as applicable, for all Registrants.
Liquidity and Capital Resources
(All Registrants)
The Registrants' cash flows from operations and access to cost effective bank and capital markets are subject to risks and uncertainties. See "Item 1A. Risk
Factors" for a discussion of risks and uncertainties that could affect the Registrants' cash flows.
The Registrants had the following at:
PPL
Electric

PPL (a)

LKE

LG&E

KU

December 31, 2018
Cash and cash equivalents

$

Short-term debt
Long-term debt due within one year

621

$

267

$

24

$

10

$

14

1,430

—

514

279

235

530

—

530

434

96

—

113

—

—

Notes payable with affiliates
December 31, 2017
Cash and cash equivalents

$

Short-term debt
Long-term debt due within one year

485

$

49

$

30

$

15

$

15

1,080

—

244

199

45

348

—

98

98

—

—

225

—

—

Notes payable with affiliates
December 31, 2016
Cash and cash equivalents

$

341

$

13

$

13

$

5

$

7

Short-term debt

923

295

185

169

16

Long-term debt due within one year

518

224

194

194

—

—

163

—

—

Notes payables with affiliates
(a)

At December 31, 2018, $3 million of cash and cash equivalents were denominated in GBP. If these amounts would be remitted as dividends, PPL would not anticipate an
incremental U.S. tax cost. See Note 6 to the Financial Statements for additional information on undistributed earnings of WPD.

(All Registrants)
Net cash provided by (used in) operating, investing and financing activities for the years ended December 31 and the changes between periods were as
follows.
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PPL
Electric

PPL

LKE

LG&E

KU

2018
Operating activities

$

Investing activities

2,821

$

(3,361)

Financing activities

978

$

(1,193)

690

915

$

443

(1,116)

433

195

$

581

(554)

(561)

106

(21)

2017
Operating activities

$

Investing activities

2,461

$

(3,161)

Financing activities

880

$

1,099

(1,252)

824

408

$

512

$

634

(888)

(458)

(428)

(194)

(44)

(198)

2016
Operating activities

$

2,890

Investing activities

(2,926)

Financing activities

(439)

$

872

$

1,027

(1,130)
224

$

482

$

606

(790)

(439)

(349)

(254)

(57)

(261)

2018 vs. 2017 Change
Operating activities

$

360

$

98

$

(184)

$

(69)

$

(53)

Investing activities

(200)

59

(228)

(96)

(133)

Financing activities

(134)

25

389

150

177

2017 vs. 2016 Change
Operating activities

$

(429)

Investing activities

$

8

(235)

Financing activities

$

72

$

30

$

28

(122)

(98)

(19)

(79)

184

60

13

63

1,263

Operating Activities
The components of the change in cash provided by (used in) operating activities were as follows.
PPL
Electric

PPL

LKE

LG&E

KU

2018 vs. 2017
Change - Cash Provided (Used):
Net income

$

Non-cash components

699

$

68

(752)

(106)

Working capital

199

134

Defined benefit plan funding

204

Other operating activities
Total

$

(4)

10

6

$

360

$

$

(774)

$

129

$

(182)

20

$

(59)

27
(94)

34

51

89

(96)

(57)

(31)

(69)

(24)

(44)

98

$

(184)

$

(69)

$

22

$

(113)

$

10

$

(53)

2017 vs. 2016
Change - Cash Provided (Used):
Net income
Non-cash components
Working capital
Defined benefit plan funding
Other operating activities
Total

$

(6)

363

100

31

(8)

42

38

(87)

93

(33)

(14)

(138)

(24)

50

42

(3)

82

(3)

11

19

(429)

$

8

$

72

$

30

9
$

28

(PPL)
PPL had a $360 million increase in cash provided by operating activities in 2018 compared with 2017.
• Net income increased $699 million between periods and included a decrease in net non-cash charges of $752 million. The decrease in net non-cash
charges was primarily due to an increase in unrealized gains on hedging activities, a decrease in deferred income taxes (primarily due to the
unfavorable adjustments recorded in 2017 for the tax changes
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related to the enactment of TCJA) and an increase in the U.K. net periodic defined benefit credits (primarily due to an increase in expected returns on
higher asset balances).
•

The $199 million increase in cash from changes in working capital was primarily due to a decrease in unbilled revenue (primarily due to lower
volumes due to milder temperatures in December 2018 versus December 2017), an increase in accounts payable (primarily due to timing of
payments), a decrease in accounts receivable (primarily due to timing of receipts) and a decrease in net regulatory assets and liabilities (primarily
due to the impact of the TCJA and timing of rate recovery mechanisms), partially offset by a decrease in customer deposits and an increase in fuel,
materials and supplies (primarily due to higher generation driven by weather in 2018 compared with 2017).

•

Defined benefit plan funding was $204 million lower in 2018. The decrease was primarily due to the acceleration of WPD's contributions to its U.K.
pension plans in 2017.

PPL had a $429 million decrease in cash provided by operating activities in 2017 compared with 2016.
• Net income declined $774 million between periods and included net non-cash benefits of $363 million. The increase in net non-cash benefits was
primarily due to an increase in unrealized losses on hedging activities, an increase in deferred income taxes (primarily due to the impact of the
TCJA) and an increase in depreciation expense (primarily due to additional assets placed into service, net of retirements, and higher depreciation
rates at LG&E and KU effective July 1, 2017, partially offset by the impact of foreign currency at WPD), partially offset by an increase in the U.K. net
periodic defined benefit credits (primarily due to a decrease in the U.K. pension plan discount rates used to calculate the interest cost component of
the net periodic defined benefit costs (credits) and increase in expected returns).
•

The $38 million increase in cash from changes in working capital was primarily due a decrease in net regulatory assets and liabilities (due to timing
of rate recovery mechanisms), a decrease in fuel, materials and supplies (primarily due to a decrease in fuel purchases due to lower generation driven
by milder weather in 2017 compared to 2016) and a decrease in unbilled revenue (primarily due to lower growth in volumes in 2017 compared to
2016), partially offset by a decrease in accounts payable (due to timing of payments), a decrease in taxes payable (primarily due to the timing of
payments) and an increase in accounts receivable.

•

Defined benefit plan funding was $138 million higher in 2017. The increase was primarily due to the acceleration of WPD's contributions to its U.K.
pension plans.

(PPL Electric)
PPL Electric had a $98 million increase in cash provided by operating activities in 2018 compared with 2017.
• Net income improved by $68 million between the periods. This included a decrease of $106 million of net non-cash charges primarily due to a $133
million decrease in deferred income tax expense (primarily due to book versus tax plant timing differences) partially offset by a $43 million increase
in depreciation expense (primarily due to additional assets placed into service, net of retirements, related to the ongoing efforts to ensure the
reliability of the delivery system, the replacement of aging infrastructure as well as the roll-out of the Act 129 Smart Meter Program).
•

The $134 million increase in cash from changes in working capital was primarily due to a decrease in accounts receivable (primarily due to the
timing of receipts including the 2017 federal income tax benefit refund received in 2018) and a decrease in unbilled revenues (primarily due to
colder weather in December 2017).

PPL Electric had an $8 million increase in cash provided by operating activities in 2017 compared with 2016.
• Net income improved by $22 million between the periods. This included an additional $100 million of net non-cash benefits primarily due to a $56
million increase in depreciation expense (primarily due to additional assets placed into service, related to the ongoing efforts to ensure the
reliability of the delivery system and the replacement of aging infrastructure as well as the roll-out of the Act 129 Smart Meter program, net of
retirements) and a $37 million increase in deferred income taxes (primarily due to book versus tax plant timing differences).
•

The $87 million decrease in cash from changes in working capital was primarily due to an increase in accounts receivable (primarily due to a 2017
federal income tax benefit refund, not yet received), a decrease in accounts payable (primarily due to timing of payments) and an increase in
prepayments (primarily due to an increase in the 2017 gross receipts tax prepayment compared to 2016), partially offset by an decrease in net
regulatory assets and liabilities (due to timing of rate recovery mechanisms) and a decrease in unbilled revenue (primarily due to lower growth in
volumes in 2017 compared to 2016).
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•

Pension funding was $24 million higher in 2017 due to contributions made in 2017 to the PPL Retirement Plan.

(LKE)
LKE had a $184 million decrease in cash provided by operating activities in 2018 compared with 2017.
• Net income increased $129 million between the periods and included a decrease in net non-cash charges of $182 million. The decrease in net noncash charges was primarily driven by a decrease in deferred income tax expense (primarily due to book versus tax plant timing differences and the
impacts of federal and state tax reform), partially offset by an increase in depreciation expense (primarily due to higher depreciation rates effective
July 1, 2017 and additional assets placed into service, net of retirements).
•

The increase in cash from changes in working capital was primarily driven by a decrease in unbilled revenues (primarily due to milder weather in
December 2018 compared to 2017), an increase in accounts payable (primarily due to timing of payments) and a decrease in net regulatory assets
and liabilities (primarily due to the impact of the TJCA and the timing of rate recovery mechanisms), partially offset by a decrease in other current
liabilities and accrued taxes (primarily due to timing of payments) and an increase in fuel purchases (primarily due to higher generation driven by
weather in 2018 compared with 2017).

•

Defined benefit plan funding was $96 million higher in 2018.

•

The decrease in cash from LKE's other operating activities was driven primarily by an increase in ARO expenditures and an increase in other assets
(primarily due to non-current regulatory asset increases as a result of significant storm activity).

LKE had a $72 million increase in cash provided by operating activities in 2017 compared with 2016.
• Net income decreased $113 million between the periods and included an increase in net non-cash charges of $31 million. The increase in net noncash charges was primarily driven by increases in depreciation expense and deferred income taxes (primarily due to the impact of the TCJA).
•

The increase in cash from changes in working capital was driven primarily by an increase in other current liabilities (due to customer advances and
the timing of payments), a decrease in fuel purchases (primarily due to lower generation driven by milder weather in 2017 compared to 2016), an
increase in taxes payable (primarily due to the timing of payments), partially offset by a decrease in accounts payable (primarily due to the timing of
payments).

•

Defined benefit plan funding was $50 million lower in 2017.

(LG&E)
LG&E had a $69 million decrease in cash provided by operating activities in 2018 compared with 2017.
• Net income increased $20 million between the periods and included a decrease in net non-cash charges of $59 million. The decrease in net non-cash
charges was primarily driven by a decrease in deferred income tax expense (primarily due to book versus tax plant timing differences and the
impacts of federal and state tax reform), partially offset by an increase in depreciation expense (primarily due to higher depreciation rates effective
July 1, 2017 and additional assets placed into service, net of retirements).
•

The increase in cash from changes in working capital was primarily driven by a decrease in unbilled revenues (primarily due to milder weather in
December 2018 compared to 2017), an increase in accounts payable and accrued taxes (primarily due to timing of payments) and a decrease in net
regulatory assets and liabilities (primarily due to the impact of the TJCA and the timing of rate recovery mechanisms), partially offset by a decrease
in other current liabilities (primarily due to timing of payments).

•

Defined benefit plan funding was $57 million higher in 2018.

•

The decrease in cash from LG&E’s other operating activities was driven primarily by an increase in other assets (primarily due to non-current
regulatory asset increases as a result of significant storm activity).

LG&E had a $30 million increase in cash provided by operating activities in 2017 compared with 2016.
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•

Net income increased $10 million between the periods and included a decrease in net non-cash charges of $8 million. The decrease in net non-cash
charges was primarily driven by a decrease in deferred income tax expense (primarily due to book versus tax plant timing differences), partially
offset by an increase in depreciation expense.

•

The decrease in cash from changes in working capital was driven primarily by decreases in accounts payable and taxes payable (primarily due to the
timing of payments), partially offset by a decrease in accounts receivable from affiliates (due to lower intercompany settlements associated with
energy sales and inventory) and an increase in other current liabilities (primarily due to customer advances and the timing of payments).

•

Defined benefit plan funding was $42 million lower in 2017.

•

The increase in cash from LG&E's other operating activities was driven primarily by lower payments for the settlement of interest rate swaps.

(KU)
KU had a $53 million decrease in cash provided by operating activities in 2018 compared with 2017.
• Net income increased $27 million between the periods and included a decrease in net non-cash charges of $94 million. The decrease in net non-cash
charges was primarily driven by a decrease in deferred income tax expense (primarily due to book versus tax plant timing differences, differences in
the utilization of net operating losses and the impacts of federal and state tax reform), partially offset by an increase in depreciation expense
(primarily due to higher depreciation rates effective July 1, 2017 and additional assets placed into service, net of retirements).
•

The increase in cash from changes in working capital was primarily driven by a decrease in unbilled revenues (primarily due to milder weather in
December 2018 compared to 2017), an increase in accrued taxes and accounts payable (primarily due to timing of payments), and a decrease in net
regulatory assets and liabilities (primarily due to the impact of the TJCA and the timing of rate recovery mechanisms), partially offset by an increase
in fuel purchases (primarily due to higher generation driven by weather in 2018 compared to 2017) and a decrease in other current liabilities
(primarily due to timing of payments).

•

Defined benefit plan funding was $31 million higher in 2018.

•

The decrease in cash from KU’s other operating activities was driven primarily by an increase in ARO expenditures and an increase in other assets
(primarily due to noncurrent regulatory asset increases as a result of significant storm activity).

KU had a $28 million increase in cash provided by operating activities in 2017 compared with 2016.
• Net income decreased $6 million between the periods and included an increase in net non-cash charges of $42 million. The increase in net non-cash
charges was primarily driven by an increase in deferred income tax expense (primarily due to the utilization of net operating losses) and an increase
in depreciation expense.
•

The decrease in cash from changes in working capital was driven primarily by a decrease in taxes payable (primarily due to the timing of payments)
and a decrease in accounts payable to affiliates (due to lower intercompany settlements associated with energy purchases and inventory), partially
offset by a decrease in fuel purchases (primarily due to lower generation driven by milder weather in 2017 compared to 2016) and an increase in
accounts payable (primarily due to the timing of payments).

Investing Activities
(All Registrants)
The components of the change in cash provided by (used in) investing activities were as follows.
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PPL
Electric

PPL

LKE

LG&E

KU

2018 vs. 2017
Change - Cash Provided (Used):
Expenditures for PP&E

$

(105)

$

52

$

(225)

$

(96)

Purchase of available-for-sale securities

(65)

—

—

—

Other investing activities

(30)

7

(3)

—

Total

$

(130)
—
(3)

$

(200)

$

59

$

(228)

$

(96)

$

(133)

$

(213)

$

(119)

$

(101)

$

(19)

$

(82)

$

(79)

2017 vs. 2016
Change - Cash Provided (Used):
Expenditures for PP&E
Other investing activities
Total

(22)
$

(235)

(3)
$

(122)

3
$

(98)

—
$

(19)

3

For PPL, in 2018 compared with 2017, higher project expenditures at LKE, LG&E and KU were partially offset by lower project expenditures at WPD and
PPL Electric. The increase in expenditures for LKE, LG&E and KU was primarily due to increased spending for environmental water projects at LG&E’s Mill
Creek and Trimble County plants and increased spending for environmental water projects at KU's Ghent plant. The decrease in expenditures at WPD was
primarily due to a decrease in expenditures to enhance system reliability partially offset by an increase in foreign currency exchange rates. The decrease in
expenditures for PPL Electric was primarily due to timing differences on capital spending projects related to ongoing efforts to improve reliability and
replace aging infrastructure.
For PPL, in 2017 compared with 2016, higher project expenditures at PPL Electric, LKE, LG&E and KU were partially offset by lower project expenditures at
WPD. The increase in project expenditures for PPL Electric was primarily due to an increase in capital spending related to the ongoing efforts to improve
reliability and replace aging infrastructure, as well as the roll-out of the Act 129 Smart Meter program. The increase in expenditures for LKE, LG&E and KU
was primarily due to increased spending for environmental water projects at LG&E’s Mill Creek plant, CCR projects at the Trimble County plant and
increased spending on various transmission projects at KU, partially offset by lower spending driven by completion of environmental air projects. The
decrease in expenditures at WPD was primarily due to a decrease in foreign currency exchange rates partially offset by an increase in expenditures to enhance
system reliability.
See "Forecasted Uses of Cash" for detail regarding projected capital expenditures for the years 2019 through 2023.
Financing Activities
(All Registrants)
The components of the change in cash provided by (used in) financing activities were as follows.
PPL
Electric

PPL

LKE

LG&E

KU

2018 vs. 2017
Change - Cash Provided (Used):
Debt issuance/retirement, net

$

(565)

$

Debt issuance/retirement, affiliate

(72)

$

1

—

250

$

10

$

—

(9)
—

Stock issuances/redemptions, net

245

—

—

—

—

Dividends

(61)

(54)

—

36

(20)

(146)

100

53

45

295

211

50

161

(174)

—

—

Capital contributions/distributions, net
Changes in net short-term debt

248

Note payable with affiliate

—

Other financing activities
Total

(1)
$

(134)

2
$

25

1
$

389

1
$

150

—
$

177
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PPL
Electric

PPL

LKE

LG&E

KU

2017 vs. 2016
Change - Cash Provided (Used):
Debt issuance/retirement, net

$

935

$

470

$

115

$

115

$

—

Stock issuances/redemptions, net

309

—

—

—

—

Dividends

(42)

(48)

—

(64)

22

355

(147)

(41)

(20)

86

(590)

139

3

61

—

(47)

—

—

(3)

—

—

Capital contributions/distributions, net
Changes in net short-term debt
Note payable with affiliate
Other financing activities
Total

(25)
$

1,263

$

184

$

60

$

—

13

$

63

(PPL)
For PPL, in 2018 compared with 2017, $134 million less cash from financing activities was required primarily due to improvements in cash from operations
of $360 million.
For PPL, in 2017 compared with 2016, cash provided by financing activities increased primarily as a result of an increase in cash required to fund capital and
general corporate expenditures and a decrease in cash from operations of $429 million.
(PPL Electric)
For PPL Electric, in 2018 compared with 2017 and 2017 compared with 2016, cash provided by financing activities increased primarily as a result of an
increase in cash required to fund capital and general expenditures.
(LKE, LG&E and KU)
For LKE, LG&E and KU, in 2018 compared with 2017 and 2017 compared with 2016, cash provided by financing activities increased primarily as a result of
an increase in cash required to fund capital and general corporate expenditures.
(All Registrants)
See "Long-term Debt and Equity Securities" below for additional information on current year activity. See "Forecasted Sources of Cash" for a discussion of
the Registrants' plans to issue debt and equity securities, as well as a discussion of credit facility capacity available to the Registrants. Also see "Forecasted
Uses of Cash" for a discussion of PPL's plans to pay dividends on common securities in the future, as well as the Registrants' maturities of long-term debt.
Long-term Debt and Equity Securities
Long-term debt and equity securities activity for 2018 included:
Debt
Issuances (a)

Net Stock
Retirements

Issuances

Cash Flow Impact:
PPL

$

1,059

$

277

PPL Electric

398

—

LKE

368

27

LG&E

100

—

18

27

KU
(a)

$

698

Issuances are net of pricing discounts, where applicable, and exclude the impact of debt issuance costs. Includes debt issuances with affiliates.

See Note 8 to the Financial Statements for additional information about long-term debt.
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(PPL)
Equity Securities Activities
Equity Forward Contracts
In May 2018, PPL completed a registered underwritten public offering of 55 million shares of its common stock. In connection with that offering, the
underwriters exercised an option to purchase 8.25 million additional shares of PPL common stock solely to cover over-allotments.
In connection with the registered public offering, PPL entered into forward sale agreements with two counterparties covering the 63.25 million shares of PPL
common stock. Full settlement of these forward sale agreements will occur no later than November 2019. PPL only receives proceeds and issues shares of
common stock upon any settlements of the forward sale agreements. PPL intends to use net proceeds that it receives upon any settlement for general corporate
purposes.
In September 2018, PPL settled a portion of the initial forward sale agreements by issuing 20 million shares of PPL common stock, resulting in net cash
proceeds of $520 million.
See Note 8 to the Financial Statements for additional information.
ATM Program
In February 2018, PPL entered into an equity distribution agreement, pursuant to which PPL may sell, from time to time, up to an aggregate of $1.0 billion of
its common stock through an at-the-market offering program; including a forward sales component. The compensation paid to the selling agents by PPL may
be up to 2% of the gross offering proceeds. PPL issued 4.2 million shares of common stock and received gross proceeds of $119 million for the year ended
December 31, 2018.
Forecasted Sources of Cash
(All Registrants)
The Registrants expect to continue to have adequate liquidity available from operating cash flows, cash and cash equivalents, credit facilities and
commercial paper issuances. Additionally, subject to market conditions, the Registrants and their subsidiaries may access the capital markets, and PPL
Electric, LG&E and KU anticipate receiving equity contributions from their parent or member in 2019.
Credit Facilities
The Registrants maintain credit facilities to enhance liquidity, provide credit support and provide a backstop to commercial paper programs. Amounts
borrowed under these credit facilities are reflected in "Short-term debt" on the Balance Sheets. At December 31, 2018, the total committed borrowing capacity
under credit facilities and the borrowings under these facilities were:
External

Committed
Capacity
PPL Capital Funding Credit Facilities

$

1,050

Letters of
Credit
and
Commercial
Paper
Issued

Borrowed
$

—

$

Unused
Capacity

684

$

366

PPL Electric Credit Facility

650

—

1

649

LG&E Credit Facilities

700

200

279

221

KU Credit Facilities

598

—

433

165

1,298

200

712

Total LKE Consolidated
Total U.S. Credit Facilities (a) (b)

Total U.K. Credit Facilities (b) (c)

386

$

2,998

$

200

$

1,397

$

1,401

£

1,055

£

195

£

—

£

861
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(a)

The syndicated credit facilities, KU's letter of credit facility and PPL Capital Funding's bilateral facility, each contain a financial covenant requiring debt to total capitalization not
to exceed 70% for PPL Capital Funding, PPL Electric, LKE, LG&E and KU, as calculated in accordance with the facility, and other customary covenants.

The commitments under the domestic credit facilities are provided by a diverse bank group, with no one bank and its affiliates providing an aggregate commitment of more than
the following percentages of the total committed capacity: PPL - 11%, PPL Electric 7%, LKE - 19%, LG&E - 33% and KU - 37%.
(b) Each company pays customary fees under its respective syndicated credit facility, as does LG&E under its term loan agreement and KU under its letter of credit facility.
Borrowings generally bear interest at LIBOR-based rates plus an applicable margin.
(c) The facilities contain financial covenants to maintain an interest coverage ratio of not less than 3.0 times consolidated earnings before income taxes, depreciation and amortization
and total net debt not in excess of 85% of its RAV, calculated in accordance with the credit facility.
The amounts borrowed at December 31, 2018, include a USD-denominated borrowing of $200 million and GBP-denominated borrowings of £38 million, which equated to $48
million. The unused capacity reflects the USD-denominated amount borrowed in GBP of £156 million as of the date borrowed. At December 31, 2018, the USD equivalent of
unused capacity under the U.K. committed credit facilities was $1.1 billion.
The commitments under the U.K.'s credit facilities are provided by a diverse bank group with no one bank providing more than 13% of the total committed capacity.

In addition to the financial covenants noted in the table above, the credit agreements governing the above credit facilities contain various other covenants.
Failure to comply with the covenants after applicable grace periods could result in acceleration of repayment of borrowings and/or termination of the
agreements. The Registrants monitor compliance with the covenants on a regular basis. At December 31, 2018, the Registrants were in compliance with these
covenants. At this time, the Registrants believe that these covenants and other borrowing conditions will not limit access to these funding sources.
See Note 8 to the Financial Statements for further discussion of the Registrants' credit facilities.
Intercompany (LKE, LG&E and KU)
Committed
Capacity
LKE Credit Facility

$

375

Non-affiliate Used
Capacity

Borrowed
$

113

$

—

Unused
Capacity
$

262

LG&E Money Pool (a)

500

—

279

221

KU Money Pool (a)

500

—

235

265

(a)

LG&E and KU participate in an intercompany agreement whereby LKE, LG&E and/or KU make available funds up to $500 million at an interest rate based on a market index of
commercial paper issues. However, the FERC has authorized a maximum aggregate short-term debt limit for each utility at $500 million from all covered sources.

See Note 14 to the Financial Statements for further discussion of intercompany credit facilities.
Commercial Paper (All Registrants)
PPL, PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund short-term liquidity needs, as
necessary. Commercial paper issuances, included in "Short-term debt" on the Balance Sheets, are supported by the respective Registrant's credit facilities. The
following commercial paper programs were in place at:
December 31, 2018
Commercial
Paper
Issuances

Capacity
PPL Capital Funding

$

1,000

$

Unused
Capacity
669

$

331

PPL Electric

650

—

LG&E

350

279

71

KU

350

235

115

Total LKE

700
$

Total PPL

2,350

650

514
$

1,183

186
$

1,167

80

Source: PPL CORP, 10-K, February 14, 2019

Powered by Morningstar® Document Research℠

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

Table of Contents
Long-term Debt and Equity Securities
(PPL)
PPL and its subsidiaries are authorized to incur, subject to market conditions, up to $4 billion of long-term indebtedness in 2019, the proceeds of which
would be used to fund capital expenditures and for general corporate purposes.
In 2018, PPL was authorized to issue, subject to market conditions, up to $3.5 billion of equity over three years.
(PPL Electric)
PPL Electric is authorized to incur, subject to market conditions, up to $650 million of long-term indebtedness in 2019, the proceeds of which would be used
to fund capital expenditures and for general corporate purposes.
(LKE, LG&E and KU)
LG&E is authorized to incur, subject to market conditions and regulatory approvals, up to $700 million of long-term indebtedness in 2019. The proceeds
would be used to pay down LG&E's short-term debt balance, fund capital expenditures and for general corporate purposes. LG&E currently plans to remarket,
subject to market conditions, $234 million of its Pollution Control Bonds with put dates in 2019.
KU is authorized to incur, subject to market conditions and regulatory approvals, up to $500 million of long-term indebtedness in 2019, the proceeds of
which would be used to pay down KU's short-term debt balances, fund capital expenditures and for general corporate purposes. KU currently plans to
remarket, subject to market conditions, $96 million of its Pollution Control Bonds with put dates in 2019.
Contributions from Parent/Member (PPL Electric, LKE, LG&E and KU)
From time to time, LKE's member or the parents of PPL Electric, LG&E and KU make capital contributions to subsidiaries. The proceeds from these
contributions are used to fund capital expenditures and for other general corporate purposes and, in the case of LKE, to make contributions to its subsidiaries.
Forecasted Uses of Cash
(All Registrants)
In addition to expenditures required for normal operating activities, such as purchased power, payroll, fuel and taxes, the Registrants currently expect to incur
future cash outflows for capital expenditures, various contractual obligations, payment of dividends on its common stock, distributions by LKE to its
member, and possibly the purchase or redemption of a portion of debt securities.
Capital Expenditures
The table below shows the Registrants' current capital expenditure projections for the years 2019 through 2023. Expenditures for the domestic regulated
utilities are expected to be recovered through rates, pending regulatory approval.
Projected
Total

2019 (b)

2020

2021

2022

2023

PPL
Construction expenditures (a)
Generating facilities

$

855

$

268

$

157

$

193

$

107

$

130

Distribution facilities

9,327

1,899

1,843

1,880

1,832

1,873

Transmission facilities

3,238

867

892

630

482

367

Environmental

682

198

112

109

148

115

Other

449

101

109

104

72

Total Capital Expenditures

$

14,551

$

3,333

$

3,113

$

2,916

$

2,641

63
$

2,548
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Projected
Total

2019 (b)

2020

2021

2022

2023

PPL Electric (a)
Distribution facilities

$

Transmission facilities
Total Capital Expenditures

1,946

$

430

2,415
$

$

408

698

$

402

702

$

403

406

$

303

362

247

4,361

$

1,128

$

1,110

$

808

$

765

$

550

855

$

268

$

157

$

193

$

107

$

130

LKE
Generating facilities

$

Distribution facilities

1,816

432

370

395

305

314

Transmission facilities

823

169

190

224

120

120

Environmental

682

198

112

109

148

115

Other

425

97

101

97

70

Total Capital Expenditures

$

4,601

$

1,164

$

381

$

107

$

930

$

62

$

1,018

$

93

$

60

750

$

58

$

739

LG&E
Generating facilities

$

Distribution facilities

61

1,165

287

239

262

187

190

Transmission facilities

173

37

34

42

27

33

Environmental

261

71

39

54

67

30

Other

201

47

49

46

32

Total Capital Expenditures

$

2,181

$

549

$

$

474

$

161

$

423

$

497

$

95

$

100

$

27

371

$

49

$

341

KU
Generating facilities

69

Distribution facilities

651

145

131

133

118

124

Transmission facilities

650

132

156

182

93

87

Environmental

421

127

73

55

81

85

Other

200

45

48

47

33

Total Capital Expenditures

$

2,396

$

610

$

503

$

517

$

374

27
$

392

(a) Construction expenditures include capitalized interest and AFUDC, which are expected to total approximately $81 million for PPL and $50 million for PPL Electric.
(b) The 2019 total excludes amounts included in accounts payable as of December 31, 2018.

Capital expenditure plans are revised periodically to reflect changes in operational, market and regulatory conditions. For the years presented, this table
includes PPL Electric's asset optimization program to replace aging transmission and distribution assets.
In addition to cash on hand and cash from operations, the Registrants plan to fund capital expenditures in 2019 with proceeds from the sources noted below.
Source

PPL

Issuance of common stock

X

Issuance of long-term debt securities

X

Equity contributions from parent/member
Short-term debt

X

PPL Electric

LKE

LG&E

KU

X

X

X

X

X

X

X

X

X

X

X

X

X = Expected funding source.

Contractual Obligations
The Registrants have assumed various financial obligations and commitments in the ordinary course of conducting business. At December 31, 2018,
estimated contractual cash obligations were as follows:
82

Source: PPL CORP, 10-K, February 14, 2019

Powered by Morningstar® Document Research℠

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

Table of Contents

Total

2019

2020 - 2021

2022 - 2023

After 2023

PPL
Long-term Debt (a)

$

Interest on Long-term Debt (b)
Operating Leases (c)
Purchase Obligations (d)
Pension Benefit Plan Funding Obligations (e)
Total Contractual Cash Obligations

20,694

$

530

$

2,514

$

3,507

$

14,143

14,941

886

1,680

1,474

116

26

36

21

33

3,134

1,165

1,061

406

502

784

265

$

39,669

$

$

3,739

$

353

10,901

166

—

2,872

$

5,644

$

5,574

$

25,579

—

$

500

$

564

$

2,675

PPL Electric
Long-term Debt (a)
Interest on Long-term Debt (b)
Unconditional Power Purchase Obligations
Total Contractual Cash Obligations

3,243

158

310

271

53

22

31

—

$

7,035

$

180

$

841

$

$

5,541

$

530

$

1,323

$

2,504
—

835

$

5,179

13

$

3,675

LKE
Long-term Debt (a)
Interest on Long-term Debt (b)

3,023

212

369

307

2,135

70

20

26

13

11

Coal and Natural Gas Purchase Obligations (f)

1,733

614

811

283

25

Unconditional Power Purchase Obligations (g)

564

27

53

54

430

Construction Obligations (h)

385

291

81

13

—

20

20

—

—

—

328

140

85

56

47

Operating Leases (c)

Pension Benefit Plan Obligations (e)
Other Obligations
Total Contractual Cash Obligations

$

11,664

$

1,854

$

$

1,824

$

434

$

2,748

$

98

$

739

$

6,323

—

$

1,292

LG&E
Long-term Debt (a)
Interest on Long-term Debt (b)

1,136

66

114

108

30

10

10

6

4

Coal and Natural Gas Purchase Obligations (f)

942

303

442

177

20

Unconditional Power Purchase Obligations (g)

391

19

37

38

297

Construction Obligations (h)

143

123

17

3

—

Other Obligations

112

42

29

25

16

Operating Leases (c)

Total Contractual Cash Obligations

$

4,578

$

997

$

747

$

$

2,342

$

96

$

500

$

848

357

$

2,477

13

$

1,733

KU
Long-term Debt (a)
Interest on Long-term Debt (b)

1,618

93

167

151

1,207

39

10

16

7

6

Coal and Natural Gas Purchase Obligations (f)

791

311

369

106

5

Unconditional Power Purchase Obligations (g)

173

8

16

16

133

Construction Obligations (h)

197

137

53

7

—

Other Obligations

135

43

38

23

31

Operating Leases (c)

Total Contractual Cash Obligations

$

5,295

$

698

$

1,159

$

323

$

3,115

(a)

Reflects principal maturities based on stated maturity or earlier put dates. See Note 8 to the Financial Statements for a discussion of variable-rate remarketable bonds issued on
behalf of LG&E and KU. The Registrants do not have any significant capital lease obligations.
(b) Assumes interest payments through stated maturity or earlier put dates. For PPL, LKE, LG&E and KU the payments herein are subject to change, as payments for debt that is or
becomes variable-rate debt have been estimated and for PPL, payments denominated in British pounds sterling have been translated to U.S. dollars at a current foreign currency
exchange rate.
(c) See Note 9 to the Financial Statements for additional information.
(d) The amounts include agreements to purchase goods or services that are enforceable and legally binding and specify all significant terms, including: fixed or minimum quantities
to be purchased; fixed, minimum or variable price provisions; and the approximate timing of the transaction. Primarily includes, as applicable, the purchase obligations of
electricity, coal, natural gas and limestone, as well as certain construction expenditures, which are also included in the Capital Expenditures table presented above.
(e) The amounts for PPL include WPD's contractual deficit pension funding requirements arising from actuarial valuations performed in March 2016. The U.K. electricity regulator
currently allows a recovery of a substantial portion of the contributions relating to the plan deficit. The amounts also include contributions made or committed to be made in 2019
for PPL's and LKE's U.S. pension plans (for PPL Electric, LG&E and KU includes their share of these amounts). Based on the current funded status of these plans, except for
WPD's plans, no cash contributions are required. See Note 11 to the Financial Statements for a discussion of expected contributions.
Source: PPL CORP, 10-K, February 14, 2019
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(f) Represents contracts to purchase coal, natural gas and natural gas transportation. See Note 13 to the Financial Statements for additional information.
(g) Represents future minimum payments under OVEC power purchase agreements through June 2040. See Note 13 to the Financial Statements for additional information.
(h) Represents construction commitments, including commitments for LG&E's and KU's Trimble County landfill construction, CCR Rule Closure and Process Water Program along
with Cane Run plant demolition, which are also reflected in the Capital Expenditures table presented above.

Dividends/Distributions
(PPL)
PPL views dividends as an integral component of shareowner return and expects to continue to pay dividends in amounts that are within the context of
maintaining a capitalization structure that supports investment grade credit ratings. In November 2018, PPL declared its quarterly common stock dividend,
payable January 2, 2019, at 41.0 cents per share (equivalent to $1.64 per annum). On February 14, 2019, PPL announced that the company is increasing its
common stock dividend to 41.25 cents per share on a quarterly basis (equivalent to $1.65 per annum). Future dividends will be declared at the discretion of
the Board of Directors and will depend upon future earnings, cash flows, financial and legal requirements and other relevant factors.
Subject to certain exceptions, PPL may not declare or pay any cash dividend or distribution on its capital stock during any period in which PPL Capital
Funding defers interest payments on its 2007 Series A Junior Subordinated Notes due 2067 or 2013 Series B Junior Subordinated Notes due 2073. At
December 31, 2018, no interest payments were deferred.
(PPL Electric, LKE, LG&E and KU)
From time to time, as determined by their respective Board of Directors, the Registrants pay dividends or distributions, as applicable, to their respective
shareholders or members. Certain of the credit facilities of PPL Electric, LKE, LG&E and KU include minimum debt covenant ratios that could effectively
restrict the payment of dividends or distributions.
(All Registrants)
See Note 8 to the Financial Statements for these and other restrictions related to distributions on capital interests for the Registrants and their subsidiaries.
Purchase or Redemption of Debt Securities
The Registrants will continue to evaluate outstanding debt securities and may decide to purchase or redeem these securities in open market or privately
negotiated transactions, in exchange transactions or otherwise, depending upon prevailing market conditions, available cash and other factors, and may be
commenced or suspended at any time. The amounts involved may be material.
Rating Agency Actions
Moody's and S&P periodically review the credit ratings of the debt of the Registrants and their subsidiaries. Based on their respective independent reviews,
the rating agencies may make certain ratings revisions or ratings affirmations.
A credit rating reflects an assessment by the rating agency of the creditworthiness associated with an issuer and particular securities that it issues. The credit
ratings of the Registrants and their subsidiaries are based on information provided by the Registrants and other sources. The ratings of Moody's and S&P are
not a recommendation to buy, sell or hold any securities of the Registrants or their subsidiaries. Such ratings may be subject to revisions or withdrawal by the
agencies at any time and should be evaluated independently of each other and any other rating that may be assigned to the securities.
The credit ratings of the Registrants and their subsidiaries affect their liquidity, access to capital markets and cost of borrowing under their credit facilities. A
downgrade in the Registrants' or their subsidiaries' credit ratings could result in higher borrowing costs and reduced access to capital markets. The Registrants
and their subsidiaries have no credit rating triggers that would result in the reduction of access to capital markets or the acceleration of maturity dates of
outstanding debt.
The following table sets forth the Registrants' and their subsidiaries' credit ratings for outstanding debt securities or commercial paper programs as of
December 31, 2018.
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Senior Unsecured
Issuer

Moody's

S&P

PPL Capital Funding

Baa2

BBB+

WPD plc

Baa3

BBB+

WPD (East Midlands)

Baa1

A-

WPD (West Midlands)

Baa1

A-

WPD (South Wales)

Baa1

A-

WPD (South West)

Baa1

A-

Senior Secured
Moody's

S&P

Commercial Paper
Moody's

S&P

P-2

A-2

PPL

PPL and PPL Electric
PPL Electric

A1

A

P-2

A-2

LG&E

A1

A

P-2

A-2

KU

A1

A

P-2

A-2

PPL and LKE
LKE

Baa1

BBB+

The rating agencies have taken the following actions related to the Registrants and their subsidiaries.
(PPL)
In March 2018, Moody's and S&P assigned ratings of Baa1 and A- to WPD (South Wales)'s £30 million 0.01% Index-linked Senior Notes due 2036.
In May 2018, Moody's and S&P assigned ratings of Baa1 and A- to WPD (West Midlands)'s £30 million 0.01% Index-linked Senior Notes due 2028.
In October 2018, Moody's and S&P assigned ratings of Baa3 and BBB+ to WPD plc's £350 million 3.5% Senior Notes due 2026.
(PPL and PPL Electric)
In June 2018, Moody's and S&P assigned ratings of A1 and A to PPL Electric's $400 million 4.15% First Mortgage Bonds due 2048.
(PPL, LKE and LG&E)
In February 2018, Moody’s assigned a rating of A1 and S&P confirmed its rating of A to the County of Trimble, Kentucky's $28 million 2.30% Pollution
Control Revenue Bonds, 2001 Series A (Louisville Gas and Electric Company Project) due 2026, previously issued on behalf of LG&E.
In April 2018, Moody's assigned a rating of A1 and S&P confirmed its rating of A to the County of Trimble, Kentucky's $35 million 2.55% Pollution Control
Revenue Bonds, 2001 Series B (Louisville Gas and Electric Company Project) due 2027, previously issued on behalf of LG&E.
In April 2018, Moody's assigned a rating of A1 and S&P confirmed its rating of A to the County of Jefferson, Kentucky's $35 million 2.55% Pollution
Control Revenue Bonds, 2001 Series B (Louisville Gas and Electric Company Project) due 2027, previously issued on behalf of LG&E.
Ratings Triggers
(PPL)
As discussed in Note 8 to the Financial Statements, certain of WPD's senior unsecured notes may be put by the holders to the issuer for redemption if the longterm credit ratings assigned to the notes are withdrawn by any of the rating agencies (Moody's or S&P) or reduced to a non-investment grade rating of Ba1 or
BB+ or lower in connection with a restructuring event. A restructuring event includes the loss of, or a material adverse change to, the distribution licenses
under which WPD (East
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Midlands), WPD (South West), WPD (South Wales) and WPD (West Midlands) operate and would be a trigger event for each company. These notes totaled
£5.1 billion (approximately $6.5 billion) nominal value at December 31, 2018.
(PPL, LKE, LG&E and KU)
Various derivative and non-derivative contracts, including contracts for the sale and purchase of electricity and fuel, commodity transportation and storage,
interest rate and foreign currency instruments (for PPL), contain provisions that require the posting of additional collateral, or permit the counterparty to
terminate the contract, if PPL's, LKE's, LG&E's or KU's or their subsidiaries' credit rating, as applicable, were to fall below investment grade. See Note 17 to
the Financial Statements for a discussion of "Credit Risk-Related Contingent Features," including a discussion of the potential additional collateral
requirements for PPL, LKE and LG&E for derivative contracts in a net liability position at December 31, 2018.
Guarantees for Subsidiaries (PPL)
PPL guarantees certain consolidated affiliate financing arrangements. Some of the guarantees contain financial and other covenants that, if not met, would
limit or restrict the consolidated affiliates' access to funds under these financing arrangements, accelerate maturity of such arrangements or limit the
consolidated affiliates' ability to enter into certain transactions. At this time, PPL believes that these covenants will not limit access to relevant funding
sources. See Note 13 to the Financial Statements for additional information about guarantees.
Off-Balance Sheet Arrangements (All Registrants)
The Registrants have entered into certain agreements that may contingently require payment to a guaranteed or indemnified party. See Note 13 to the
Financial Statements for a discussion of these agreements.
Risk Management
Market Risk
(All Registrants)
See Notes 1, 16, and 17 to the Financial Statements for information about the Registrants' risk management objectives, valuation techniques and accounting
designations.
The forward-looking information presented below provides estimates of what may occur in the future, assuming certain adverse market conditions and model
assumptions. Actual future results may differ materially from those presented. These are not precise indicators of expected future losses, but are rather only
indicators of possible losses under normal market conditions at a given confidence level.
Interest Rate Risk
The Registrants and their subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. The Registrants and their subsidiaries
utilize various financial derivative instruments to adjust the mix of fixed and floating interest rates in their debt portfolios, adjust the duration of their debt
portfolios and lock in benchmark interest rates in anticipation of future financing, when appropriate. Risk limits under the risk management program are
designed to balance risk exposure to volatility in interest expense and changes in the fair value of the debt portfolios due to changes in the absolute level of
interest rates. In addition, the interest rate risk of certain subsidiaries is potentially mitigated as a result of the existing regulatory framework or the timing of
rate cases.
The following interest rate hedges were outstanding at December 31.
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2018

Exposure
Hedged

2017
Effect of a
10% Adverse
Movement
in Rates (b)

Fair Value,
Net - Asset
(Liability) (a)

Maturities
Ranging
Through

Effect of a
10% Adverse
Movement
in Rates (b)

Fair Value,
Net - Asset
(Liability) (a)

Exposure
Hedged

PPL
Cash flow hedges
Cross-currency swaps (c)

$

702

$

137

$

(76)

2028

$

702

$

103

$

(84)

Economic hedges
Interest rate swaps (d)

147

(20)

(1)

2033

147

(27)

(1)

147

(20)

(1)

2033

147

(27)

(1)

147

(20)

(1)

2033

147

(27)

(1)

LKE
Economic hedges
Interest rate swaps (d)
LG&E
Economic hedges
Interest rate swaps (d)

(a) Includes accrued interest, if applicable.
(b) Effects of adverse movements decrease assets or increase liabilities, as applicable, which could result in an asset becoming a liability. Sensitivities represent a 10% adverse
movement in interest rates, except for cross-currency swaps which also includes a 10% adverse movement in foreign currency exchange rates.
(c) Changes in the fair value of these instruments are recorded in equity and reclassified into earnings in the same period during which the item being hedged affects earnings.
(d) Realized changes in the fair value of such economic hedges are recoverable through regulated rates and any subsequent changes in the fair value of these derivatives are included
in regulatory assets or regulatory liabilities.

The Registrants are exposed to a potential increase in interest expense and to changes in the fair value of their debt portfolios. The estimated impact of a 10%
adverse movement in interest rates on interest expense at December 31, 2018 and 2017 was insignificant for PPL, PPL Electric, LKE, LG&E and KU. The
estimated impact of a 10% adverse movement in interest rates on the fair value of debt at December 31 is shown below.
10% Adverse Movement in Rates
2018
PPL

2017

$

652

$

620

PPL Electric

188

162

LKE

172

168

LG&E

62

62

KU

92

92

Foreign Currency Risk (PPL)
PPL is exposed to foreign currency risk primarily through investments in and earnings of U.K. affiliates. Under its risk management program, PPL may enter
into financial instruments to hedge certain foreign currency exposures, including translation risk of expected earnings, firm commitments, recognized assets
or liabilities, anticipated transactions and net investments.
The following foreign currency hedges were outstanding at December 31.
2018

Fair Value,
Net - Asset
(Liability)

Exposure
Hedged
Economic hedges (b)

£

1,540

$

201

2017

Effect of a 10%
Adverse Movement
in Foreign
Currency
Exchange Rates (a)
$

(181)

Maturities
Ranging
Through
2020

Fair Value,
Net - Asset
(Liability)

Exposure
Hedged
£

2,563

$

15

Effect of a 10%
Adverse Movement
in Foreign Currency
Exchange Rates (a)
$

(323)

(a) Effects of adverse movements decrease assets or increase liabilities, as applicable, which could result in an asset becoming a liability.
(b) To economically hedge the translation of expected earnings denominated in GBP.

87

Source: PPL CORP, 10-K, February 14, 2019

Powered by Morningstar® Document Research℠

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

Table of Contents
(All Registrants)
Commodity Price Risk
PPL is exposed to commodity price risk through its domestic subsidiaries as described below.
•
•

PPL Electric is required to purchase electricity to fulfill its obligation as a PLR. Potential commodity price risk is insignificant and mitigated through its
PUC-approved cost recovery mechanism and full-requirement supply agreements to serve its PLR customers which transfer the risk to energy suppliers.
LG&E's and KU's rates include certain mechanisms for fuel, fuel-related expenses and energy purchases. In addition, LG&E's rates include a mechanism
for natural gas supply expenses. These mechanisms generally provide for timely recovery of market price fluctuations associated with these expenses.

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

WPD is exposed to volumetric risk which is significantly mitigated as a result of the method of regulation in the U.K. Under the RIIO-ED1 price control
regulations, recovery of such exposure occurs on a two year lag. See Note 1 to the Financial Statements for additional information on revenue
recognition under RIIO-ED1.
PPL Electric, LG&E and KU are exposed to volumetric risk on retail sales, mainly due to weather and other economic conditions for which there is
limited mitigation between rate cases.

Defined Benefit Plans - Equity Securities Price Risk
See "Application of Critical Accounting Policies - Defined Benefits" for additional information regarding the effect of equity securities price risk on plan
assets.
Credit Risk
(All Registrants)
Credit risk is the risk that the Registrants would incur a loss as a result of nonperformance by counterparties of their contractual obligations. The Registrants
maintain credit policies and procedures with respect to counterparty credit (including requirements that counterparties maintain specified credit ratings) and
require other assurances in the form of credit support or collateral in certain circumstances in order to limit counterparty credit risk. However, the Registrants,
as applicable, have concentrations of suppliers and customers among electric utilities, financial institutions and energy marketing and trading companies.
These concentrations may impact the Registrants' overall exposure to credit risk, positively or negatively, as counterparties may be similarly affected by
changes in economic, regulatory or other conditions.
(PPL and PPL Electric)
In January 2017, the PUC issued a Final Order approving PPL Electric's PLR procurement plan for the period June 2017 through May 2021, which includes a
total of eight solicitations for electricity supply semi-annually in April and October. To date, PPL Electric has conducted four of its planned eight
competitive solicitations.
Under the standard Supply Master Agreement (the Agreement) for the competitive solicitation process, PPL Electric requires all suppliers to post collateral if
their credit exposure exceeds an established credit limit. In the event a supplier defaults on its obligation, PPL Electric would be required to seek replacement
power in the market. All incremental costs incurred by PPL Electric would be recoverable from customers in future rates. At December 31, 2018, most of the
successful bidders under all of the solicitations had an investment grade credit rating from S&P, and were not required to post collateral under the Agreement.
A small portion of bidders were required to post an insignificant amount of collateral under the Agreement. There is no instance under the Agreement in
which PPL Electric is required to post collateral to its suppliers.
See Note 17 to the Financial Statements for additional information on credit risk.
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Foreign Currency Translation (PPL)
The value of the British pound sterling fluctuates in relation to the U.S. dollar. In 2018, changes in this exchange rate resulted in a foreign currency
translation loss of $453 million, which primarily reflected a $754 million decrease to PP&E and $150 million decrease to goodwill partially offset by a $445
million decrease to long-term debt and a $6 million decrease to other net liabilities. In 2017, changes in this exchange rate resulted in a foreign currency
translation gain of $537 million, which primarily reflected a $935 million increase to PP&E and $198 million increase to goodwill partially offset by a $549
million increase to long-term debt and an increase of $47 million to other net liabilities. In 2016, changes in this exchange rate resulted in a foreign currency
translation loss of $1.1 billion, which primarily reflected a $2.1 billion decrease to PP&E and $490 million decrease to goodwill partially offset by a $1.3
billion decrease to long-term debt and a decrease of $208 million to other net liabilities.
(All Registrants)
Related Party Transactions
The Registrants are not aware of any material ownership interests or operating responsibility by senior management in outside partnerships, including leasing
transactions with variable interest entities, or other entities doing business with the Registrants. See Note 14 to the Financial Statements for additional
information on related party transactions for PPL Electric, LKE, LG&E and KU.
Acquisitions, Development and Divestitures
The Registrants from time to time evaluate opportunities for potential acquisitions, divestitures and development projects. Development projects are
reexamined based on market conditions and other factors to determine whether to proceed with, modify or terminate the projects. Any resulting transactions
may impact future financial results.
Capacity Needs (PPL, LKE, LG&E and KU)
As a result of environmental requirements and energy efficiency measures, KU anticipates retiring two older coal-fired electricity generating units at the E.W.
Brown plant in 2019 with a combined summer rating capacity of 272 MW.
(All Registrants)
Environmental Matters
Extensive federal, state and local environmental laws and regulations are applicable to PPL's, PPL Electric's, LKE's, LG&E's and KU's air emissions, water
discharges and the management of hazardous and solid waste, as well as other aspects of the Registrants' businesses. The cost of compliance or alleged noncompliance cannot be predicted with certainty but could be significant. In addition, costs may increase significantly if the requirements or scope of
environmental laws or regulations, or similar rules, are expanded or changed. Costs may take the form of increased capital expenditures or operating and
maintenance expenses, monetary fines, penalties or other restrictions. Many of these environmental law considerations are also applicable to the operations
of key suppliers, or customers, such as coal producers and industrial power users, and may impact the cost for their products or their demand for the
Registrants' services. Increased capital and operating costs are subject to rate recovery. PPL, PPL Electric, LKE, LG&E and KU can provide no assurances as
to the ultimate outcome of future environmental or rate proceedings before regulatory authorities.
See below for further discussion of the EPA's CCR Rule and Note 13 to the Financial Statements for a discussion of the more significant environmental
matters including: Legal Matters, NAAQS, Climate Change and ELGs. See "Financial Condition - Liquidity and Capital Resources - Forecasted Uses of Cash
- Capital Expenditures" in "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" for information on
projected environmental capital expenditures for 2019 through 2023. See Note 19 to the Financial Statements for information related to the impacts of CCRs
on AROs.
EPA's CCR Rule (PPL, LKE, LG&E and KU)
Over the next several years, LG&E and KU anticipate undertaking extensive measures, including significant capital expenditures, in complying with the
provisions of the EPA's CCR Rule. Although LG&E and KU have identified compliance strategies and are finalizing closure plans and schedules as required
by the CCR Rule, remaining regulatory uncertainties could
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substantially impact current plans. As a result of a judicial settlement, legislative amendments, and the EPA's review of the current program, the EPA is in the
process of undertaking significant revisions to the CCR Rule. On July 30, 2018, the EPA published certain amendments to the CCR Rule which include
extending the deadline for commencement of closure of certain impoundments from April 2019 to October 31, 2020. The EPA has announced that additional
amendments to the rule will be proposed. On August 21, 2018, the D.C. Circuit Court of Appeals vacated and remanded portions of the CCR Rule, including
the provisions allowing unlined impoundments to continue operating and provisions exempting certain inactive impoundments from regulation. The exact
impact of the judicial decision will be highly dependent on the EPA's rulemaking actions on remand and any subsequent legal challenges. LG&E and KU are
evaluating the specific plan impacts of developments to date and will continue to monitor the EPA's ongoing regulatory proceedings.
In connection with the CCR Rule, LG&E and KU have recorded adjustments to existing AROs beginning in 2015 and continue to record adjustments as
required. See Note 19 to the Financial Statements for additional information on AROs. LG&E and KU continue to perform technical evaluations related to
their plans to close impoundments at all of their generating plants. Although LG&E and KU believe their recorded liabilities appropriately reflect their
obligations under current rules, changes to current compliance strategies as a result of ongoing regulatory proceedings or other developments could result in
additional closure costs. It is not currently possible to determine the magnitude of any potential cost increases related to changes in compliance strategies or
plans, and the timing of future cash outflows are indeterminable at this time. As rules are revised, technical evaluations are completed, and the timing and
details of impoundment closures develop further on a plant by-plant basis, LG&E and KU will updated their cost estimates and record any changes as
necessary to their ARO liability, which could be material. These costs are subject to rate recovery.
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Sustainability
Increasing attention has been focused on a broad range of corporate activities under the heading of “sustainability”, which has resulted in a significant
increase in the number of requests from interested parties for information on sustainability topics. These parties range from investor groups focused on
environmental, social, governance and other matters to non-investors concerned with a variety of public policy matters. Often the scope of the information
sought is very broad and not necessarily relevant to an issuer’s business or industry. As a result, a number of private groups have proposed to standardize the
subject matter constituting sustainability, either generally or by industry. Those efforts remain ongoing. In addition, certain of these private groups have
advocated that the SEC promulgate regulations requiring specific sustainability reporting under the Securities Exchange Act of 1934, as amended (the “’34
Act”), or that issuers voluntarily include certain sustainability disclosure in their ’34 Act reports. To date, no new reporting requirements have been adopted
or proposed by the SEC.
As has been PPL’s practice, to the extent sustainability issues have or may have a material impact on the Registrants’ financial condition or results of
operation, PPL discloses such matters in accordance with applicable securities law and SEC regulations. With respect to other sustainability topics that PPL
deems relevant to investors but that are not required to be reported under applicable securities law and SEC regulation, PPL will continue each spring to
publish its annual sustainability report and post that report on its corporate website at www.pplweb.com and on www.pplsustainability.com. Neither the
information in such annual sustainability report nor the information at such websites is incorporated in this Form 10-K by reference, and it should not be
considered a part of this Form 10-K. In preparing its sustainability report, PPL is guided by the framework established by the Global Reporting Initiative,
which identifies environmental, social, governance and other subject matter categories. PPL also participates in efforts by the Edison Electric Institute to
provide the appropriate subset of sustainability information that can be applied consistently across the electric utility industry and responds to the CDP
climate survey.
Cybersecurity
See “Cybersecurity Management” in “Item 1. Business” and “Item 1A. Risk factors” for a discussion of cybersecurity risks affecting the Registrants and the
related strategies for managing these risks.
Competition
See "Competition" under each of PPL's reportable segments in "Item 1. Business - General - Segment Information" and "Item 1A. Risk Factors" for a discussion
of competitive factors affecting the Registrants.
New Accounting Guidance
See Note 1 and 21 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.
Application of Critical Accounting Policies
Financial condition and results of operations are impacted by the methods, assumptions and estimates used in the application of critical accounting policies.
The following accounting policies are particularly important to an understanding of the reported financial condition or results of operations and require
management to make estimates or other judgments of matters that are inherently uncertain. Changes in the estimates or other judgments included within these
accounting policies could result in a significant change to the information presented in the Financial Statements (these accounting policies are also discussed
in Note 1 to the Financial Statements). Senior management has reviewed with PPL's Audit Committee these critical accounting policies, the following
disclosures regarding their application, and the estimates and assumptions regarding them.
Defined Benefits
(All Registrants)
Certain of the Registrants and/or their subsidiaries sponsor or participate in, as applicable, certain qualified funded and non-qualified unfunded defined
benefit pension plans and both funded and unfunded other postretirement benefit plans. These plans are applicable to certain of the Registrants' employees
(based on eligibility for their applicable plans). The Registrants and certain of their subsidiaries record an asset or liability to recognize the funded status of
all defined benefit plans with an offsetting entry to AOCI or, in the case of PPL Electric, LG&E and KU, regulatory assets and liabilities for amounts that are
expected to be recovered through regulated customer rates. Consequently, the funded status of all defined benefit plans is fully
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recognized on the Balance Sheets. See Notes 7 and 11 to the Financial Statements for additional information about the plans and the accounting for defined
benefits.
A summary of plan sponsors by Registrant and whether a Registrant or its subsidiaries sponsor (S) or participate in and receives allocations (P) from those
plans is shown in the table below.
Plan Sponsor

PPL

PPL Electric

PPL Services

S

P

WPD (a)

S

LKE
LG&E
(a)

LKE

LG&E

KU

S

P

P

S

Does not sponsor or participate in other postretirement benefits plans.

Management makes certain assumptions regarding the valuation of benefit obligations and the performance of plan assets. As such, annual net periodic
defined benefit costs are recorded in current earnings or regulatory assets and liabilities based on estimated results. Any differences between actual and
estimated results are recorded in AOCI, or in the case of PPL Electric, LG&E and KU, regulatory assets and liabilities for amounts that are expected to be
recovered through regulated customer rates. These amounts in AOCI or regulatory assets and liabilities are amortized to income over future periods. The
delayed recognition allows for a smoothed recognition of costs over the working lives of the employees who benefit under the plans. The significant
assumptions are:
•

Discount Rate - The discount rate is used in calculating the present value of benefits, which is based on projections of benefit payments to be made in the
future. The objective in selecting the discount rate is to measure the single amount that, if invested at the measurement date in a portfolio of high-quality
debt instruments, would provide the necessary future cash flows to pay the accumulated benefits when due.

•

Expected Return on Plan Assets - Management projects the long-term rates of return on plan assets that will be earned over the life of the plan. These
projected returns reduce the net benefit costs the Registrants record currently.

•

Rate of Compensation Increase - Management projects employees' annual pay increases, which are used to project employees' pension benefits at
retirement.

(PPL)
In selecting the discount rate for its U.K. pension plans, WPD starts with a cash flow analysis of the expected benefit payment stream for its plans. These planspecific cash flows are matched against a spot-rate yield curve to determine the assumed discount rate. The spot-rate yield curve uses an iBoxx British pounds
sterling denominated corporate bond index as its base. From this base, those bonds with the lowest and highest yields are eliminated to develop an
appropriate subset of bonds. Historically, WPD used the single weighted-average discount rate derived from the spot rates used to discount the benefit
obligation. Concurrent with the annual remeasurement of plan assets and obligations at December 31, 2015, WPD began using individual spot rates to
measure service cost and interest cost beginning with the calculation of 2016 net periodic defined benefit cost.
An individual bond matching approach, which is used for the U.S. pension plans as discussed below, is not used for the U.K. pension plans because the
universe of bonds in the U.K. is not deep enough to adequately support such an approach.
(All Registrants)
In selecting the discount rates for U.S. defined benefit plans, the plan sponsors start with a cash flow analysis of the expected benefit payment stream for their
plans. The plan-specific cash flows are matched against the coupons and expected maturity values of individually selected bonds. This bond matching
process begins with the full universe of Aa-rated non-callable (or callable with make-whole provisions) bonds, serving as the base from which those with the
lowest and highest yields are eliminated to develop an appropriate subset of bonds. Individual bonds are then selected based on the timing of each plan's
cash flows and parameters are established as to the percentage of each individual bond issue that could be hypothetically purchased and the surplus
reinvestment rates to be assumed.
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To determine the expected return on plan assets, plan sponsors project the long-term rates of return on plan assets using a best-estimate of expected returns,
volatilities and correlations for each asset class. Each plan's specific current and expected asset allocations are also considered in developing a reasonable
return assumption.
In selecting a rate of compensation increase, plan sponsors consider past experience in light of movements in inflation rates.
The following table provides the weighted-average assumptions selected for discount rate, expected return on plan assets and rate of compensation increase
at December 31 used to measure current year obligations and subsequent year net periodic defined benefit costs under GAAP, as applicable.
Assumption / Registrant

2018

2017

Discount rate
Pension - PPL (U.S.)

4.35%

3.70%

Pension - PPL (U.K.) Obligations

2.98%

2.65%

Pension - PPL (U.K.) Service Cost (a)

3.12%

2.73%

Pension - PPL (U.K.) Interest Cost (a)

2.62%

2.31%

Pension - LKE

4.35%

3.69%

Pension - LG&E

4.33%

3.65%

Other Postretirement - PPL

4.31%

3.64%

Other Postretirement - LKE

4.32%

3.65%

Pension - PPL (U.S.)

7.25%

7.25%

Pension - PPL (U.K.)

7.21%

7.23%

Pension - LKE

7.25%

7.25%

Pension - LG&E

7.25%

7.25%

Other Postretirement - PPL

6.46%

6.40%

Other Postretirement - LKE

7.00%

7.15%

Pension - PPL (U.S.)

3.79%

3.78%

Pension - PPL (U.K.)

3.50%

3.50%

Pension - LKE

3.50%

3.50%

Other Postretirement - PPL

3.76%

3.75%

Other Postretirement - LKE

3.50%

3.50%

Expected return on plan assets

Rate of compensation increase

(a)

WPD uses individual spot rates from the yield curve used to discount the benefit obligation to measure service cost and interest cost for the calculation of net periodic defined
benefit cost. PPL's U.S. plans use a single discount rate derived from an individual bond matching model to measure the benefit obligation, service cost and interest cost. See Note
1 to the Financial Statements for additional details.

A variance in the assumptions listed above could have a significant impact on accrued defined benefit liabilities or assets, reported annual net periodic
defined benefit costs and AOCI or regulatory assets and liabilities. At December 31, 2018, the defined benefit plans were recorded in the Registrants' financial
statements as follows.
PPL

PPL Electric

LKE

LG&E

KU

Balance Sheet:
Regulatory assets (a)

$

Regulatory liabilities

963

$

558

$

405

$

249

$

156

37

5

32

—

32

Pension assets

535

—

—

—

—

Pension liabilities

783

285

286

11

1

239

120

100

69

31

3,209

—

121

—

—

Other postretirement and postemployment
benefit liabilities
AOCI (pre-tax)
Statement of Income:
Defined benefits expense
Increase (decrease) from prior year
(a)

$

(184)
(97)

$

3
(9)

$

24
(9)

$

6

$

(5)

3
(2)

As a result of the 2014 Kentucky rate case settlement that became effective July 1, 2015, the difference between pension cost calculated in accordance with LG&E's and KU's
pension accounting policy and pension cost calculated using a 15 year amortization period for actuarial gains and losses is
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recorded as a regulatory asset. At December 31, 2018, the balances were $45 million for PPL and LKE, $25 million for LG&E and $20 million for KU. See Note 7 to the
Financial Statements for additional information.

The following tables reflect changes in certain assumptions based on the Registrants' primary defined benefit plans. The tables reflect either an increase or
decrease in each assumption. The inverse of this change would impact the accrued defined benefit liabilities or assets, reported annual net periodic defined
benefit costs and AOCI or regulatory assets and liabilities by a similar amount in the opposite direction. The sensitivities below reflect an evaluation of the
change based solely on a change in that assumption.
Actuarial assumption
Discount Rate

(0.25%)

Expected Return on Plan Assets

(0.25%)

Rate of Compensation Increase

0.25 %

Actuarial assumption

Increase
(Decrease)

Increase
(Decrease)

(Increase)
Decrease

Increase
(Decrease)

Increase
(Decrease)

Defined Benefit
Asset

Defined Benefit
Liabilities

AOCI
(pre-tax)

Net Regulatory
Assets

Defined Benefit
Costs

PPL
Discount rates

$

(296)

$

134

$

342

$

88

$

43

Expected return on plan assets

n/a

n/a

n/a

n/a

30

Rate of compensation increase

(44)

15

51

9

12

Discount rates

55

—

55

7

Expected return on plan assets

n/a

—

n/a

4

Rate of compensation increase

6

—

6

1

PPL Electric

LKE
Discount rates

57

24

33

8

Expected return on plan assets

n/a

n/a

n/a

4

Rate of compensation increase

7

4

3

2

Discount rates

18

n/a

18

2

Expected return on plan assets

n/a

n/a

n/a

1

Rate of compensation increase

1

n/a

1

—

Discount rates

15

n/a

15

2

Expected return on plan assets

n/a

n/a

n/a

1

Rate of compensation increase

2

n/a

2

—

LG&E

KU

Income Taxes (All Registrants)
The Registrants recognized certain provisional amounts relating to the impact of the enactment of the TCJA in their December 31, 2017 financial statements,
in accordance with SEC guidance. Included in those provisional amounts were estimates of: tax depreciation, deductible executive compensation,
accumulated foreign earnings, foreign tax credits, and deemed dividends from foreign subsidiaries, all of which were based on the interpretation and
application of various provisions of the TCJA.
In the third quarter of 2018, PPL filed its consolidated federal income tax return, which was prepared using guidance issued by the U.S. Treasury Department
and the IRS since the filing of each Registrant's 2017 Form 10-K. Accordingly, the Registrants have updated the following provisional amounts and now
consider them to be complete: (1) the amount of the deemed dividend and associated foreign tax credits relating to the transition tax imposed on
accumulated foreign earnings as of December 31, 2017; (2) the amount of accelerated 100% "bonus" depreciation PPL was eligible to claim in its 2017
federal income tax return; and (3) the related impacts on PPL's 2017 consolidated federal net operating loss to be carried forward to future periods. In
addition, the Registrants recorded the tax impact of the U.S. federal corporate income tax rate reduction from 35% to 21% on
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the changes to deferred tax assets and liabilities resulting from the completed provisional amounts. The completed provisional amounts related to the tax rate
reduction had an insignificant impact on the net regulatory liabilities of PPL's U.S. regulated operations. In the fourth quarter of 2018, PPL completed its
analysis of the deductibility of executive compensation awarded as of November 2, 2017 and concluded that no material change to the provisional amounts
is required.
The Registrants' accounting related to the effects of the TCJA on financial results for the period ended December 31, 2017 is complete as of December 31,
2018 with respect to all provisional amounts.
In 2018, the IRS issued proposed regulations for certain provisions of the TCJA, including interest deductibility, Base Erosion Anti-Avoidance Tax (BEAT),
and Global Intangible Low-Taxed Income (GILTI). PPL has determined that the proposed regulations related to BEAT and GILTI do not materially change
PPL's current interpretation of the statutory impact of these rules on the company. Proposed regulations relating to the limitation on the deductibility of
interest expense were issued in November 2018 and such regulations provide detailed rules implementing the broader statutory provisions. These proposed
regulations should not apply to the Registrants until the year in which the regulations are issued in final form, which is expected to be 2019. It is uncertain
what form the final regulations will take and, therefore, the Registrants cannot predict what impact the final regulations will have on the tax deductibility of
interest expense. However, if the proposed regulations were issued as final in their current form, the Registrants could have a limitation on a portion of their
interest expense deduction for tax purposes and such limitation could be significant.
Significant management judgment is also required in developing the Registrants' provision for income taxes, primarily due to the uncertainty related to tax
positions taken or expected to be taken in tax returns, valuation allowances on deferred tax assets and whether the undistributed earnings of WPD are
considered indefinitely reinvested.
Additionally, significant management judgment is required to determine the amount of benefit recognized related to an uncertain tax position. Tax positions
are evaluated following a two-step process. The first step requires an entity to determine whether, based on the technical merits supporting a particular tax
position, it is more likely than not (greater than a 50% chance) that the tax position will be sustained. This determination assumes that the relevant taxing
authority will examine the tax position and is aware of all the relevant facts surrounding the tax position. The second step requires an entity to recognize in
the financial statements the benefit of a tax position that meets the more-likely-than-not recognition criterion. The benefit recognized is measured at the
largest amount of benefit that has a likelihood of realization, upon settlement, that exceeds 50%. Management considers a number of factors in assessing the
benefit to be recognized, including negotiation of a settlement.
On a quarterly basis, uncertain tax positions are reassessed by considering information known as of the reporting date. Based on management's assessment of
new information, a tax benefit may subsequently be recognized for a previously unrecognized tax position, a previously recognized tax position may be
derecognized, or the benefit of a previously recognized tax position may be remeasured. The amounts ultimately paid upon resolution of issues raised by
taxing authorities may differ materially from the amounts accrued and may materially impact the financial statements in the future. Unrecognized tax benefits
are classified as current to the extent management expects to settle an uncertain tax position by payment or receipt of cash within one year of the reporting
date.
At December 31, 2018, no significant changes in unrecognized tax benefits are projected over the next 12 months.
The need for valuation allowances to reduce deferred tax assets also requires significant management judgment. Valuation allowances are initially recorded
and reevaluated each reporting period by assessing the likelihood of the ultimate realization of a deferred tax asset. Management considers a number of
factors in assessing the realization of a deferred tax asset, including the reversal of temporary differences, future taxable income and ongoing prudent and
feasible tax planning strategies. Any tax planning strategy utilized in this assessment must meet the recognition and measurement criteria utilized to account
for an uncertain tax position. Management also considers the uncertainty posed by political risk and the effect of this uncertainty on the various factors that
management takes into account in evaluating the need for valuation allowances. The amount of deferred tax assets ultimately realized may differ materially
from the estimates utilized in the computation of valuation allowances and may materially impact the financial statements in the future.
See Note 6 to the Financial Statements for income tax disclosures, including the impact of the TCJA and management's conclusion that the undistributed
earnings of WPD are considered indefinitely reinvested. Based on this conclusion, PPL Global does not record deferred U.S. federal income taxes on WPD's
undistributed earnings.
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Regulatory Assets and Liabilities
(All Registrants)
PPL Electric, LG&E and KU, are subject to cost-based rate regulation. As a result, the effects of regulatory actions are required to be reflected in the financial
statements. Assets and liabilities are recorded that result from the regulated ratemaking process that may not be recorded under GAAP for non-regulated
entities. Regulatory assets generally represent incurred costs that have been deferred because such costs are probable of future recovery in regulated customer
rates. Regulatory liabilities are recognized for amounts expected to be returned through future regulated customer rates. In certain cases, regulatory liabilities
are recorded based on an understanding or agreement with the regulator that rates have been set to recover costs that are expected to be incurred in the future,
and the regulated entity is accountable for any amounts charged pursuant to such rates and not yet expended for the intended purpose.
Management continually assesses whether the regulatory assets are probable of future recovery by considering factors such as changes in the applicable
regulatory and political environments, the ability to recover costs through regulated rates, recent rate orders to the Registrants and other regulated entities,
and the status of any pending or potential deregulation legislation. Based on this continual assessment, management believes the existing regulatory assets
are probable of recovery. This assessment reflects the current political and regulatory climate at the state and federal levels, and is subject to change in the
future. If future recovery of costs ceases to be probable, the regulatory asset would be written-off. Additionally, the regulatory agencies can provide flexibility
in the manner and timing of recovery of regulatory assets.
See Note 7 to the Financial Statements for regulatory assets and regulatory liabilities recorded at December 31, 2018 and 2017, as well as additional
information on those regulatory assets and liabilities. All regulatory assets are either currently being recovered under specific rate orders, represent amounts
that are expected to be recovered in future rates or benefit future periods based upon established regulatory practices.
(PPL)
WPD operates in an incentive-based regulatory structure under distribution licenses granted by Ofgem. As the regulatory model is incentive-based rather than
a cost recovery model, WPD is not subject to accounting for the effects of certain types of regulation as prescribed by GAAP for entities subject to cost-based
rate regulation and does not record regulatory assets and liabilities. Therefore, the accounting treatment of adjustments to base revenue and/or allowed
revenue is evaluated based on revenue recognition guidance. See Note 1 to the Financial Statements for additional information.
Price Risk Management (PPL)
See "Financial Condition - Risk Management" above, as well as "Price Risk Management" in Note 1 to the Financial Statements.
Goodwill Impairment (PPL, LKE, LG&E and KU)
Goodwill is tested for impairment at the reporting unit level. PPL has determined its reporting units to be primarily at the same level as its reportable
segments. LKE, LG&E and KU are individually single operating and reportable segments. A goodwill impairment test is performed annually or more
frequently if events or changes in circumstances indicate that the carrying amount of the reporting unit may be greater than the reporting unit's fair value.
Additionally, goodwill is tested for impairment after a portion of goodwill has been allocated to a business to be disposed of.
PPL, LKE, LG&E and KU may elect either to initially make a qualitative evaluation about the likelihood of an impairment of goodwill or to bypass the
qualitative evaluation and test goodwill for impairment using a two-step quantitative test. If the qualitative evaluation (referred to as "step zero") is elected
and the assessment results in a determination that it is not more likely than not that the fair value of a reporting unit is less than the carrying amount, the twostep quantitative impairment test is not necessary.
When the two-step quantitative impairment test is elected or required as a result of the step zero assessment, in step one, PPL, LKE, LG&E and KU determine
whether a potential impairment exists by comparing the estimated fair value of the reporting unit with its carrying amount, including goodwill, on the
measurement date. If the estimated fair value exceeds its carrying amount, goodwill is not considered impaired. If the carrying amount exceeds the estimated
fair value, the second step is performed to measure the amount of impairment loss, if any.
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The second step of the quantitative test requires a calculation of the implied fair value of goodwill, which is determined in the same manner as the amount of
goodwill in a business combination. That is, the estimated fair value of a reporting unit is allocated to all of the assets and liabilities of that reporting unit as
if the reporting unit had been acquired in a business combination and the estimated fair value of the reporting unit was the price paid to acquire the reporting
unit. The excess of the estimated fair value of a reporting unit over the amounts assigned to its assets and liabilities is the implied fair value of goodwill. The
implied fair value of the reporting unit's goodwill is then compared with the carrying amount of that goodwill. If the carrying amount exceeds the implied fair
value, an impairment loss is recognized in an amount equal to that excess. The loss recognized cannot exceed the carrying amount of the reporting unit's
goodwill.
PPL, LKE, LG&E and KU elected to perform the two-step quantitative impairment test of goodwill for all reporting units in the fourth quarter of 2018.
Management used both discounted cash flows and market multiples, which required significant assumptions, to estimate the fair value of the reporting units.
Significant assumptions used in the discounted cash flows include discount and growth rates, outcomes of future rate filings, and projected operating and
capital cash flows. Projected operating and capital cash flows is based on the Registrants' internal business plan, which assumes the occurrence of certain
events in the future. Significant assumptions used in the market multiples include utility sector market performance and comparable transactions.
PPL's goodwill was $3.2 billion at December 31, 2018, which primarily consists of $2.4 billion related to the acquisition of WPD and $662 million related to
the acquisition of LKE. The goodwill balances of LKE, LG&E and KU at December 31, 2018 were $996 million, $389 million and $607 million. Applying an
appropriate weighting to both the discounted cash flow and market multiple valuations for the most recent impairment tests performed as of October 1, 2018
did not require the second-step assessment and did not result in any impairment.
A high degree of judgment is required in developing estimates related to fair value conclusions. A decrease in the forecasted cash flows of 10%, an increase in
the discount rate by 0.25%, or a 10% decrease in the market multiples would not have resulted in an impairment of goodwill for these reporting units.
Asset Retirement Obligations (PPL, LKE, LG&E and KU)
ARO liabilities are required to be recognized for legal obligations associated with the retirement of long-lived assets. The initial obligation is measured at its
estimated fair value. An ARO must be recognized when incurred if the fair value of the ARO can be reasonably estimated. An equivalent amount is recorded
as an increase in the value of the capitalized asset and amortized to expense over the useful life of the asset. For LKE, LG&E and KU, all ARO accretion and
depreciation expenses are reclassified as a regulatory asset. ARO regulatory assets associated with certain CCR projects are amortized to expense in
accordance with regulatory approvals. For other AROs, at the time of retirement, the related ARO regulatory asset is offset against the associated cost of
removal regulatory liability, PP&E and ARO liability.
See Note 7 and Note 19 to the Financial Statements for additional information on AROs.
In determining AROs, management must make significant judgments and estimates to calculate fair value. Fair value is developed using an expected present
value technique based on assumptions of market participants that consider estimated retirement costs in current period dollars that are inflated to the
anticipated retirement date and then discounted back to the date the ARO was incurred. Changes in assumptions and estimates included within the
calculations of the fair value of AROs could result in significantly different results than those identified and recorded in the financial statements. Estimated
ARO costs and settlement dates, which affect the carrying value of the ARO and the related capitalized asset, are reviewed periodically to ensure that any
material changes are incorporated into the latest estimate of the ARO. Any change to the capitalized asset, positive or negative, is generally amortized over
the remaining life of the associated long-lived asset.
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At December 31, 2018, the total recorded balances and information on the most significant recorded AROs were as follows.
Most Significant AROs
Total
ARO
Recorded
PPL

$

347

Amount
Recorded
$

% of Total

Description

245

71

Ponds, landfills and natural gas mains

LKE

296

245

83

Ponds, landfills and natural gas mains

LG&E

103

81

79

Ponds, landfills and natural gas mains

KU

193

164

85

Ponds and landfills

The most significant assumptions surrounding AROs are the forecasted retirement costs (including the settlement dates and the timing of cash flows), the
discount rates and the inflation rates. At December 31, 2018, a 10% increase to retirement cost would increase these ARO liabilities by $33 million. A 0.25%
decrease in the discount rate would increase these ARO liabilities by $4 million and a 0.25% increase in the inflation rate would increase these ARO
liabilities by $3 million. There would be no significant change to the annual depreciation expense of the ARO asset or the annual accretion expense of the
ARO liability as a result of these changes in assumptions.
Revenue Recognition - Unbilled Revenues (LKE, LG&E and KU)
Revenues related to the sale of energy are recorded when service is rendered or when energy is delivered to customers. Because customers are billed on cycles
which vary based on the timing of the actual meter reads taken throughout the month, estimates are recorded for unbilled revenues at the end of each
reporting period. For LG&E and KU, such unbilled revenue amounts reflect estimates of deliveries to customers since the date of the last reading of their
meters. The unbilled revenue estimates reflect consideration of factors including daily load models, estimated usage for each customer class, the effect of
current and different rate schedules, the meter read schedule, the billing schedule, actual weather data and where applicable, the impact of weather
normalization or other regulatory provisions of rate structures. See "Unbilled revenues" on the Registrants' Balance Sheets for balances at December 31, 2018
and 2017.
Other Information (All Registrants)
PPL's Audit Committee has approved the independent auditor to provide audit and audit-related services, tax services and other services permitted by
Sarbanes-Oxley and SEC rules. The audit and audit-related services include services in connection with statutory and regulatory filings, reviews of offering
documents and registration statements, and internal control reviews.
ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities
Company
Reference is made to "Risk Management" for the Registrants in "Item 7. Combined Management's Discussion and Analysis of Financial Condition and
Results of Operations."
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Shareowners and the Board of Directors of PPL Corporation
Opinion on the Financial Statements
We have audited the accompanying consolidated balance sheets of PPL Corporation and subsidiaries (the "Company") as of December
31, 2018 and 2017, the related consolidated statements of income, comprehensive income, equity, and cash flows, for each of the three
years in the period ended December 31, 2018, and the related notes (collectively referred to as the "financial statements"). In our
opinion, the financial statements present fairly, in all material respects, the financial position of the Company as of December 31, 2018
and 2017, and the results of its operations and its cash flows for each of the three years in the period ended December 31, 2018, in
conformity with accounting principles generally accepted in the United States of America.
We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB),
the Company's internal control over financial reporting as of December 31, 2018, based on criteria established in Internal Control Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated
February 14, 2019, expressed an unqualified opinion on the Company's internal control over financial reporting.
Basis for Opinion
These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the
Company's financial statements based on our audits. We are a public accounting firm registered with the PCAOB and are required to be
independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of
the Securities and Exchange Commission and the PCAOB.
We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. Our
audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to error or
fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding
the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe that
our audits provide a reasonable basis for our opinion.
/s/ Deloitte & Touche LLP
Parsippany, New Jersey
February 14, 2019
We have served as the Company's auditor since 2015.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Shareowners and the Board of Directors of PPL Corporation
Opinion on Internal Control over Financial Reporting
We have audited the internal control over financial reporting of PPL Corporation and subsidiaries (the "Company") as of December 31, 2018, based
on criteria established in Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO). In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of
December 31, 2018, based on criteria established in Internal Control - Integrated Framework (2013) issued by COSO.
We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the
consolidated financial statements as of and for the year ended December 31, 2018, of the Company and our report dated February 14, 2019,
expressed an unqualified opinion on those financial statements.
Basis for Opinion
The Company’s management is responsible for maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting, included in the accompanying Management’s Report on Internal Control over Financial
Reporting at Item 9A. Our responsibility is to express an opinion on the Company’s internal control over financial reporting based on our audit. We
are a public accounting firm registered with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S.
federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.
We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether effective internal control over financial reporting was maintained in all material respects. Our audit included
obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the
design and operating effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinion.
Definition and Limitations of Internal Control over Financial Reporting
A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company's
internal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and directors of the company; and (3) provide
reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company's assets that could have
a material effect on the financial statements.
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the
degree of compliance with the policies or procedures may deteriorate.

/s/ Deloitte & Touche LLP
Parsippany, New Jersey
February 14, 2019
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Shareowner and the Board of Directors of PPL Electric Utilities Corporation
Opinion on the Financial Statements
We have audited the accompanying consolidated balance sheets of PPL Electric Utilities Corporation and subsidiaries (the "Company")
as of December 31, 2018 and 2017, the related consolidated statements of income, equity, and cash flows for each of the three years in
the period ended December 31, 2018, and the related notes (collectively referred to as the "financial statements"). In our opinion, the
financial statements present fairly, in all material respects, the financial position of the Company as of December 31, 2018 and 2017,
and the results of its operations and its cash flows for each of the three years in the period ended December 31, 2018, in conformity
with accounting principles generally accepted in the United States of America.
Basis for Opinion
These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the
Company's financial statements based on our audits. We are a public accounting firm registered with the Public Company Accounting
Oversight Board (United States) (PCAOB) and are required to be independent with respect to the Company in accordance with the U.S.
federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.
We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. The
Company is not required to have, nor were we engaged to perform, an audit of its internal control over financial reporting. As part of
our audits, we are required to obtain an understanding of internal control over financial reporting but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such opinion.
Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to error
or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence
regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting principles used
and significant estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe
that our audits provide a reasonable basis for our opinion.
/s/ Deloitte & Touche LLP
Parsippany, New Jersey
February 14, 2019
We have served as the Company's auditor since 2015.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Sole Member and the Board of Directors of LG&E and KU Energy LLC
Opinion on the Financial Statements
We have audited the accompanying consolidated balance sheets of LG&E and KU Energy LLC and subsidiaries (the “Company”) as of
December 31, 2018 and 2017, the related consolidated statements of income, comprehensive income, equity, and cash flows, for each
of the three years in the period ended December 31, 2018, and the related notes and the schedule listed in the Index at Item 15
(collectively referred to as the “financial statements”). In our opinion, the financial statements present fairly, in all material respects, the
financial position of the Company as of December 31, 2018 and 2017, and the results of its operations and its cash flows for each of the
three years in the period ended December 31, 2018, in conformity with accounting principles generally accepted in the United States of
America.
Basis for Opinion
These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the
Company's financial statements based on our audits. We are a public accounting firm registered with the Public Company Accounting
Oversight Board (United States) (PCAOB) and are required to be independent with respect to the Company in accordance with the U.S.
federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.
We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. The
Company is not required to have, nor were we engaged to perform, an audit of its internal control over financial reporting. As part of
our audits, we are required to obtain an understanding of internal control over financial reporting but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such opinion.
Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to error
or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence
regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting principles used
and significant estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe
that our audits provide a reasonable basis for our opinion.
/s/ Deloitte & Touche LLP
Louisville, Kentucky
February 14, 2019
We have served as the Company’s auditor since 2015.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Stockholder and the Board of Directors of Louisville Gas and Electric Company
Opinion on the Financial Statements
We have audited the accompanying balance sheets of Louisville Gas and Electric Company (the “Company”) as of December 31, 2018
and 2017, the related statements of income, equity, and cash flows, for each of the three years in the period ended December 31, 2018,
and the related notes (collectively referred to as the “financial statements”). In our opinion, the financial statements present fairly, in all
material respects, the financial position of the Company as of December 31, 2018 and 2017, and the results of its operations and its
cash flows for each of the three years in the period ended December 31, 2018, in conformity with accounting principles generally
accepted in the United States of America.
Basis for Opinion
These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the
Company's financial statements based on our audits. We are a public accounting firm registered with the Public Company Accounting
Oversight Board (United States) (PCAOB) and are required to be independent with respect to the Company in accordance with the U.S.
federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.
We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. The
Company is not required to have, nor were we engaged to perform, an audit of its internal control over financial reporting. As part of
our audits, we are required to obtain an understanding of internal control over financial reporting but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such opinion.
Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to error
or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence
regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting principles used
and significant estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe
that our audits provide a reasonable basis for our opinion.
/s/ Deloitte & Touche LLP
Louisville, Kentucky
February 14, 2019
We have served as the Company’s auditor since 2015.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Stockholder and the Board of Directors of Kentucky Utilities Company
Opinion on the Financial Statements
We have audited the accompanying balance sheets of Kentucky Utilities Company (the “Company”) as of December 31, 2018 and
2017, the related statements of income, equity, and cash flows, for each of the three years in the period ended December 31, 2018, and
the related notes (collectively referred to as the “financial statements”). In our opinion, the financial statements present fairly, in all
material respects, the financial position of the Company as of December 31, 2018 and 2017, and the results of its operations and its
cash flows for each of the three years in the period ended December 31, 2018, in conformity with accounting principles generally
accepted in the United States of America.
Basis for Opinion
These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the
Company's financial statements based on our audits. We are a public accounting firm registered with the Public Company Accounting
Oversight Board (United States) (PCAOB) and are required to be independent with respect to the Company in accordance with the U.S.
federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.
We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due to error or fraud.
The Company is not required to have, nor were we engaged to perform, an audit of its internal control over financial reporting. As part
of our audits, we are required to obtain an understanding of internal control over financial reporting but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no
such opinion.
Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to error
or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence
regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting principles used
and significant estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe
that our audits provide a reasonable basis for our opinion.
/s/ Deloitte & Touche LLP
Louisville, Kentucky
February 14, 2019
We have served as the Company’s auditor since 2015.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
PPL Corporation and Subsidiaries
(Millions of Dollars, except share data)

2018
Operating Revenues

$

Operating Expenses
Operation
Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses
Operating Income

7,785

2017
$

2016

7,447

$

7,517

799
745
1,983
1,094
312

759
685
1,802
1,008
292

791
706
1,857
926
301

4,933

4,546

4,581

2,852

2,901

2,936

Other Income (Expense) - net

396

(88)

502

Interest Expense

963

901

888

2,285

1,912

2,550

458

784

648

Income Before Income Taxes
Income Taxes
Net Income

$

1,827

$

1,128

$

1,902

$
$

2.59
2.58

$
$

1.64
1.64

$
$

2.80
2.79

Earnings Per Share of Common Stock:
Net Income Available to PPL Common Shareowners:
Basic
Diluted

Weighted-Average Shares of Common Stock Outstanding (in thousands)
704,439
708,619

Basic
Diluted

685,240
687,334

677,592
680,446

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31,
PPL Corporation and Subsidiaries
(Millions of Dollars)

2018
Net income

$

Other comprehensive income (loss):
Amounts arising during the period - gains (losses), net of tax (expense) benefit:
Foreign currency translation adjustments, net of tax of ($2), ($1), ($4)
Qualifying derivatives, net of tax of ($9), $19, ($18)
Defined benefit plans:
Prior service costs, net of tax of $3, $0, $2
Net actuarial gain (loss), net of tax of $44, $72, $40
Reclassifications to net income - (gains) losses, net of tax expense (benefit):
Qualifying derivatives, net of tax of $6, ($18), $21
Equity investees' other comprehensive (income) loss, net of tax of $0, $0, $0
Defined benefit plans:
Prior service costs, net of tax of $0, ($1), ($1)
Net actuarial (gain) loss, net of tax of ($36), ($37), ($35)
Total other comprehensive income (loss)
Comprehensive income

$

2017

1,827

$

2016

1,128

$

1,902

(444)
36

538
(79)

(1,107)
91

(11)
(187)

—
(308)

(3)
(61)

(29)
—

73
1

(91)
(1)

2
142

1
130

(491)

356

1,336

$

1,484

1
121
(1,050)
$

852

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
PPL Corporation and Subsidiaries
(Millions of Dollars)
2018

2017

2016

Cash Flows from Operating Activities
Net income

$

1,827

$

1,128

$

1,902

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

1,094

1,008

Amortization

78

97

80

(192)

(95)

(40)

Defined benefit plans - (income)
Deferred income taxes and investment tax credits

926

355

707

560

(186)

178

19

Stock compensation expense

26

38

28

Other

(3)

(9)

(12)

Accounts receivable

28

(33)

(15)

Accounts payable

78

(10)

57

Unbilled revenues

41

(48)

(63)

Unrealized (gains) losses on derivatives, and other hedging activities

Change in current assets and current liabilities

Fuel, materials and supplies
Customer deposits
Regulatory assets and liabilities, net
Other current liabilities
Other

17

40

(3)

(35)

16

(50)
(59)

13

(12)

(22)

6

(6)

33

(5)

55

Other operating activities
Defined benefit plans - funding

(361)

Proceeds from transfer of excess benefit plan funds
Other assets
Other liabilities

(565)
—

—

(75)

32

33

40

Net cash provided by operating activities

(427)

65

(12)

(95)

2,821

2,461

2,890

(3,238)

(3,133)

(2,920)

Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Purchase of available-for-sale securities

(65)

—

Other investing activities

(58)

(28)

(6)

(3,361)

(3,161)

(2,926)

1,059

1,515

1,342

Net cash used in investing activities

—

Cash Flows from Financing Activities
Issuance of long-term debt
Retirement of long-term debt
Issuance of common stock
Payment of common stock dividends

(277)

(168)

698

453

(1,133)

144

(1,072)

Net increase in short-term debt

363

115

Other financing activities

(20)

(19)

690

824

Net cash provided by (used in) financing activities

(930)
(1,030)
29
6
(439)

Effect of Exchange Rates on Cash, Cash Equivalents and Restricted Cash

(18)

15

(28)

Net Increase (Decrease) in Cash, Cash Equivalents and Restricted Cash

132

139

(503)

Cash, Cash Equivalents and Restricted Cash at Beginning of Period

511

372

875

$

643

$

511

$

372

Interest - net of amount capitalized

$

910

$

845

$

854

Income taxes - net

$

127

$

65

$

70

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

$

345

$

360

$

281

Accrued expenditures for intangible assets at December 31,

$

64

$

68

$

117

Cash, Cash Equivalents and Restricted Cash at End of Period

Supplemental Disclosures of Cash Flow Information
Cash paid during the period for:

Significant non-cash transactions:

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Corporation and Subsidiaries
(Millions of Dollars, shares in thousands)

2018

2017

Assets
Current Assets
Cash and cash equivalents
Accounts receivable (less reserve: 2018, $56; 2017, $51)
Customer
Other
Unbilled revenues
Fuel, materials and supplies
Prepayments
Price risk management assets
Other current assets

$

621

Regulated utility plant, net

681
100
543
320
66
49
50

2,432

2,294

39,734
7,310

38,228
6,785

32,424

31,443

355
101

384
110

254
1,780

274
1,375

34,458

33,092

1,673
3,162
716
535
228
192

1,504
3,258
697
284
215
135

6,506

6,093

Non-regulated property, plant and equipment
Less: accumulated depreciation - non-regulated property, plant and equipment
Non-regulated property, plant and equipment, net
Construction work in progress
Property, Plant and Equipment, net
Other Noncurrent Assets
Regulatory assets
Goodwill
Other intangibles
Pension benefit asset
Price risk management assets
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

485

663
107
496
303
70
109
63

Total Current Assets
Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

$

43,396

$

41,479

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Corporation and Subsidiaries
(Millions of Dollars, shares in thousands)

2018

2017

Liabilities and Equity
Current Liabilities
Short-term debt
Long-term debt due within one year
Accounts payable
Taxes
Interest
Dividends
Customer deposits
Regulatory liabilities
Other current liabilities

$

Total Current Liabilities
Long-term Debt
Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment tax credits
Accrued pension obligations
Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

1,430
530
989
110
278
296
257
122
551

$

1,080
348
924
105
282
273
292
95
624

4,563

4,023

20,069

19,847

2,796
126
771
264
2,714
436

2,462
129
800
312
2,704
441

7,107

6,848

7
11,021
4,593
(3,964)

7
10,305
3,871
(3,422)

11,657

10,761

Commitments and Contingent Liabilities (Notes 7 and 13)
Equity
Common stock - $0.01 par value (a)
Additional paid-in capital
Earnings reinvested
Accumulated other comprehensive loss
Total Equity
$

Total Liabilities and Equity

(a)

43,396

$

41,479

1,560,000 shares authorized; 720,323 and 693,398 shares issued and outstanding at December 31, 2018 and December 31, 2017.
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF EQUITY
PPL Corporation and Subsidiaries
(Millions of Dollars)

PPL Shareowners
Common
stock shares
outstanding
(a)

December 31, 2015
Common stock issued
Stock-based compensation
Net income
Dividends and dividend equivalents (b)
Other comprehensive income (loss)
Adoption of stock-based compensation guidance
cumulative effect adjustment (Note 1)

673,857
5,874

December 31, 2016

679,731

Common stock issued
Stock-based compensation
Net income
Dividends and dividend equivalents (b)
Other comprehensive income (loss)

Common stock issued
Stock-based compensation
Net income
Dividends and dividend equivalents (b)
Other comprehensive income (loss)
Adoption of reclassification of certain tax effects from
AOCI guidance cumulative effect adjustment (Note 1)
December 31, 2018

$

7

$

9,687
185
(31)

Accumulated other
comprehensive
loss

Earnings
reinvested

$

2,953

$

(2,728)

Total

$

9,919
185
(31)
1,902
(1,033)
(1,050)

$

9,899

1,902
(1,033)
(1,050)
7
$

7

$

13,667

9,841

$

3,829

7
$

(3,778)

482
(18)

482
(18)
1,128
(1,086)
356

1,128
(1,086)
356
693,398

December 31, 2017

Additional
paid-in
capital

Common
stock

$

7

$

26,925

10,305

$

3,871

$

(3,422)

$

718
(2)

718
(2)
1,827
(1,156)
(491)

1,827
(1,156)
(491)
51
720,323

$

7

$

11,021

$

4,593

(51)
$

(3,964)

10,761

—
$

11,657

(a) Shares in thousands. Each share entitles the holder to one vote on any question presented at any shareowners' meeting.
(b) Dividends declared per share of common stock at December 31, 2018, 2017 and 2016: $1.64, $1.58 and $1.52.
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
PPL Electric Utilities Corporation and Subsidiaries
(Millions of Dollars)

2018
Operating Revenues

$

Operating Expenses
Operation
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income

2017

2,277

$

2016

2,195

$

2,156

544
578
352
109

507
572
309
107

535
602
253
105

1,583

1,495

1,495

694

700

661

Other Income (Expense) - net

23

12

20

Interest Income from Affiliate

8

5

—

Interest Expense

159

142

129

Income Before Income Taxes

566

575

552

Income Taxes

136

213

212

Total Operating Expenses
Operating Income

$

Net Income (a)
(a)

430

$

362

$

340

Net income equals comprehensive income.
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
PPL Electric Utilities Corporation and Subsidiaries
(Millions of Dollars)

2018
Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by (used in) operating activities
Depreciation
Amortization
Defined benefit plans - expense
Deferred income taxes and investment tax credits
Other
Change in current assets and current liabilities
Accounts receivable
Accounts payable
Unbilled revenues
Prepayments
Regulatory assets and liabilities
Taxes payable
Other
Other operating activities
Defined benefit plans - funding
Other assets
Other liabilities

$

Net cash provided by operating activities
Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Expenditures for intangible assets
Other investing activities

2017
430

$

2016
362

$

340

352
22
3
125
(4)

309
33
12
258
(8)

253
32
11
221
(13)

47
10
7
1
(19)
4
10

(57)
3
(13)
3
(5)
(4)
(1)

16
58
(23)
43
(62)
(12)
(7)

(28)
(37)
55

(24)
15
(3)

—
19
(4)

978

880

872

(1,192)
(4)
3

(1,244)
(10)
2

(1,125)
(9)
4

(1,193)

(1,252)

(1,130)

Cash Flows from Financing Activities
Issuance of long-term debt
Retirement of long-term debt
Contributions from PPL
Payment of common stock dividends to parent
Net increase (decrease) in short-term debt
Other financing activities

398
—
429
(390)
—
(4)

470
—
575
(336)
(295)
(6)

224
(224)
220
(288)
295
(3)

Net cash provided by financing activities

433

408

224

218
51

36
15

Net cash used in investing activities

Net Increase (Decrease) in Cash, Cash Equivalents and Restricted Cash
Cash, Cash Equivalents and Restricted Cash at Beginning of Period
Cash, Cash Equivalents and Restricted Cash at End of Period

(34)
49

$

269

$

51

$

15

$
$

144
(20)

$
$

128
4

$
$

115
(48)

$

158

$

133

$

126

Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:
Interest - net of amount capitalized
Income taxes - net
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at December 31,

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Electric Utilities Corporation and Subsidiaries
(Millions of Dollars, shares in thousands)

2018

2017

Assets
Current Assets
Cash and cash equivalents
Accounts receivable (less reserve: 2018, $27; 2017, $24)
Customer
Other
Accounts receivable from affiliates
Unbilled revenues
Materials and supplies
Prepayments
Regulatory assets
Other current assets
Total Current Assets

$

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant
Regulated utility plant, net
Construction work in progress
Property, Plant and Equipment, net
Other Noncurrent Assets
Regulatory assets
Intangibles
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

267

$

49

264
38
11
120
25
5
11
9

279
71
—
127
34
6
16
6

750

588

11,637
2,856

10,785
2,778

8,781
586

8,007
508

9,367

8,515

824
260
42

709
259
11

1,126

979

11,243

$

10,082

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Electric Utilities Corporation and Subsidiaries
(Millions of Dollars, shares in thousands)

2018

2017

Liabilities and Equity
Current Liabilities
Accounts payable
Accounts payable to affiliates
Taxes
Interest
Regulatory liabilities
Other current liabilities

$

Total Current Liabilities

418
25
12
37
74
101

$

386
31
8
36
86
98

667

645

Long-term Debt

3,694

3,298

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

1,320
282
675
144

1,154
246
668
79

2,421

2,147

364
3,158
939

364
2,729
899

4,461

3,992

Total Deferred Credits and Other Noncurrent Liabilities
Commitments and Contingent Liabilities (Notes 7 and 13)
Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
$

Total Liabilities and Equity
(a)

11,243

$

10,082

170,000 shares authorized; 66,368 shares issued and outstanding at December 31, 2018 and December 31, 2017.
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF EQUITY
PPL Electric Utilities Corporation and Subsidiaries
(Millions of Dollars)

Common stock
shares
outstanding
(a)

Common
stock

December 31, 2015
Net income
Capital contributions from parent
Dividends declared on common stock

66,368

December 31, 2016

66,368

$

364

Additional paidin
capital
$

(a)

821
340

$

3,119
340
220
(288)

$

3,391

(288)
$

364

$

2,154

$

873
362

362
575
(336)

575
(336)
66,368

$

364

$

Net income
Capital contributions from parent
Dividends declared on common stock
December 31, 2018

$

Total

220

Net income
Capital contributions from parent
Dividends declared on common stock
December 31, 2017

1,934

Earnings
reinvested

2,729

$

899

$

430

430
429
(390)

429
(390)
66,368

$

364

$

3,158

$

939

3,992

$

4,461

Shares in thousands. All common shares of PPL Electric stock are owned by PPL.
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries
(Millions of Dollars)

2018
Operating Revenues

$

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

2017

3,214

$

2016

3,156

$

3,141

799
201
848
475
70

759
178
801
439
65

791
171
798
404
62

2,393

2,242

2,226

Operating Income

821

914

915

Other Income (Expense) - net

(16)

Interest Expense

206

197

197

Interest Expense with Affiliate

25

18

17

Income Before Income Taxes

574

691

686

Income Taxes

129

375

257

Total Operating Expenses

$

Net Income

445

(8)

$

316

(15)

$

429

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries
(Millions of Dollars)

2018
Net income

$

Other comprehensive income (loss):
Amounts arising during the period - gains (losses), net of tax (expense) benefit:
Defined benefit plans:
Prior service costs, net of tax of $0, $1, $0
Net actuarial gain (loss), net of tax of ($2), $13, $18
Reclassifications to net income - (gains) losses, net of tax expense (benefit):
Equity investees' other comprehensive (income) loss, net of tax of $0, $0, $0
Defined benefit plans:
Prior service costs, net of tax of $0, ($1), ($1)
Net actuarial (gain) loss, net of tax of ($3), ($2), ($1)
Total other comprehensive income (loss)
$

Comprehensive income

2017

445

$

2016

316

$

429

—
7

(2)
(23)

—
(27)

—

1

(1)

2
8

1
5

2
2

17

(18)

(24)

462

$

298

$

405

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries
(Millions of Dollars)
2018

2017

2016

Cash Flows from Operating Activities
Net income

$

445

$

316

$

429

Adjustments to reconcile net income to net cash provided by (used in) operating activities
Depreciation

475

439

404

Amortization

18

24

29

Defined benefit plans - expense

17

25

27

Deferred income taxes and investment tax credits

94

294

291

Other

(4)

—

—

Change in current assets and current liabilities
Accounts receivable
Accounts payable
Accounts payable to affiliates
Unbilled revenues
Fuel, materials and supplies

1

(12)

(31)

39

(9)

24

2

2

1

34

(33)

(23)
2

7

45

Regulatory assets and liabilities, net

32

(7)

1

Taxes payable

(3)

27

(7)

(24)

41

(6)

(131)

(35)

(85)

Other
Other operating activities
Defined benefit plans - funding
Settlement of interest rate swaps

—

—

(9)

Expenditures for asset retirement obligations

(72)

(34)

(26)

Other assets

(24)

8

2

9

8

4

915

1,099

1,027

Other liabilities
Net cash provided by operating activities
Cash Flows from Investing Activities
Expenditures for property, plant and equipment

(1,117)

Other investing activities

(892)

1

Net cash used in investing activities

(791)

4

(1,116)

1

(888)

(790)
109

Cash Flows from Financing Activities
Net increase (decrease) in notes payable with affiliates

(112)

62

Issuance of long-term note with affiliate

250

—

—

Issuance of long-term debt

118

160

221

(27)

(70)

(246)

(302)

(402)

(316)

Retirement of long-term debt
Distributions to member
Contributions from member
Net increase (decrease) in short-term debt
Other financing activities

—

—

61

270

59

(80)

(2)

Net cash provided by (used in) financing activities

195
(6)

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period

30

(3)

(3)

(194)

(254)

17

(17)

13

30

$

24

$

30

$

13

Interest - net of amount capitalized

$

218

$

204

$

198

Income taxes - net

$

46

$

48

$

(24)

$

150

$

174

$

104

Cash and Cash Equivalents at End of Period

Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:

Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at December 31,

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries
(Millions of Dollars)

2018

2017

Assets
Current Assets
Cash and cash equivalents
Accounts receivable (less reserve: 2018, $27; 2017, $25)
Customer
Other
Unbilled revenues
Fuel, materials and supplies
Prepayments
Regulatory assets
Other current assets
Total Current Assets

$

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant
Regulated utility plant, net
Construction work in progress
Property, Plant and Equipment, net
Other Noncurrent Assets
Regulatory assets
Goodwill
Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

24

$

30

239
63
169
248
25
25
—

246
44
203
254
25
18
8

793

828

13,721
2,125

13,187
1,785

11,596
1,018

11,402
627

12,614

12,029

849
996
78
82

795
996
86
68

2,005

1,945

15,412

$

14,802

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries
(Millions of Dollars)

2018

2017

Liabilities and Equity
Current Liabilities
Short-term debt
Long-term debt due within one year
Notes payable with affiliates
Accounts payable
Accounts payable to affiliates
Customer deposits
Taxes
Price risk management liabilities
Regulatory liabilities
Interest
Asset retirement obligations
Other current liabilities

$

514
530
113
366
9
61
63
4
48
32
82
126

$

244
98
225
338
7
58
66
4
9
32
85
161

Total Current Liabilities

1,948

1,327

Long-term Debt
Long-term debt
Long-term debt to affiliate

4,322
650

4,661
400

4,972

5,061

956
126
16
282
214
2,039
136

866
129
22
365
271
2,036
162

3,769

3,851

4,723

4,563

Total Long-term Debt
Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment tax credits
Price risk management liabilities
Accrued pension obligations
Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities
Commitments and Contingent Liabilities (Notes 7 and 13)
Member's equity
Total Liabilities and Equity

$

15,412

$

14,802

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF EQUITY
LG&E and KU Energy LLC and Subsidiaries
(Millions of Dollars)

Member's
Equity
December 31, 2015
Net income
Contributions from member
Distributions to member
Other comprehensive income (loss)

$

4,517
429
61
(316)
(24)

December 31, 2016

$

4,667

Net income
Distributions to member
Other comprehensive income (loss)

$

December 31, 2017

$

Net income
Distributions to member
Other comprehensive income (loss)

$

December 31, 2018

$

316
(402)
(18)
4,563
445
(302)
17
4,723

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
Louisville Gas and Electric Company
(Millions of Dollars)

2018
Operating Revenues
Retail and wholesale
Electric revenue from affiliate

$

Total Operating Revenues

2017

1,467
29

$

2016

1,422
31

$

1,406
24

1,496

1,453

1,430

308
183
13
376
195
36

292
160
10
350
183
33

301
153
14
350
170
32

1,111

1,028

1,020

Operating Income

385

425

410

Other Income (Expense) – net

(12)

(10)

(10)

76

71

71

297

344

329

64

131

126

Operating Expenses
Operation
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses

Interest Expense
Income Before Income Taxes
Income Taxes
$

Net Income (a)
(a)

233

$

213

$

203

Net income equals comprehensive income.
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
Louisville Gas and Electric Company
(Millions of Dollars)

2018
Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by (used in) operating activities
Depreciation
Amortization
Defined benefit plans - expense
Deferred income taxes and investment tax credits
Other
Change in current assets and current liabilities
Accounts receivable
Accounts receivable from affiliates
Accounts payable
Accounts payable to affiliates
Unbilled revenues
Fuel, materials and supplies
Regulatory assets and liabilities, net
Taxes payable
Other
Other operating activities
Defined benefit plans - funding
Settlement of interest rate swaps
Expenditures for asset retirement obligations
Other assets
Other liabilities

$

Net cash provided by operating activities
Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Net cash used in investing activities
Cash Flows from Financing Activities
Issuance of long-term debt
Retirement of long-term debt
Payment of common stock dividends to parent
Contributions from parent
Net increase in short-term debt
Other financing activities
Net cash provided by (used in) financing activities
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period

2017
233

$

213

$

203

195
14
3
60
—

183
14
7
126
1

170
14
8
147
—

4
—
10
1
14
4
5
1
(10)

(7)
4
(7)
(4)
(16)
12
(5)
(15)
16

(22)
(16)
31
1
(8)
8
(1)
20
(2)

(61)
—
(22)
(12)
4

(4)
—
(15)
5
4

(46)
(9)
(18)
—
2

443

512

482

(554)

(458)

(439)

(554)

(458)

(439)

100
—
(156)
83
80
(1)

160
(70)
(192)
30
30
(2)

125
(150)
(128)
71
27
(2)

106

(44)

(57)

10
5

(14)
19

(5)
15

Cash and Cash Equivalents at End of Period

2016

$

10

$

15

$

5

$
$

71
7

$
$

65
22

$
$

65
(43)

$

61

$

92

$

56

Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:
Interest - net of amount capitalized
Income taxes - net
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at December 31,

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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BALANCE SHEETS AT DECEMBER 31,
Louisville Gas and Electric Company
(Millions of Dollars, shares in thousands)

2018

2017

Assets
Current Assets
Cash and cash equivalents
Accounts receivable (less reserve: 2018, $1; 2017, $1)
Customer
Other
Unbilled revenues
Accounts receivable from affiliates
Fuel, materials and supplies
Prepayments
Regulatory assets
Other current assets
Total Current Assets

$

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant
Regulated utility plant, net
Construction work in progress
Property, Plant and Equipment, net
Other Noncurrent Assets
Regulatory assets
Goodwill
Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

10

$

15

110
30
77
24
127
12
21
—

116
13
91
24
131
11
12
3

411

416

5,816
741

5,587
614

5,075
514

4,973
305

5,589

5,278

431
389
47
16

411
389
53
12

883

865

6,883

$

6,559

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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BALANCE SHEETS AT DECEMBER 31,
Louisville Gas and Electric Company
(Millions of Dollars, shares in thousands)

2018

2017

Liabilities and Equity
Current Liabilities
Short-term debt
Long-term debt due within one year
Accounts payable
Accounts payable to affiliates
Customer deposits
Taxes
Price risk management liabilities
Regulatory liabilities
Interest
Asset retirement obligations
Other current liabilities

$

Total Current Liabilities

279
434
172
26
29
26
4
17
11
23
39

$

199
98
179
23
27
25
4
3
11
24
52

1,060

645

1,375

1,611

628
34
16
11
80
915
77

572
35
22
45
97
919
86

1,761

1,776

Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested

424
1,795
468

424
1,712
391

Total Equity

2,687

2,527

Long-term Debt
Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment tax credits
Price risk management liabilities
Accrued pension obligations
Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities
Commitments and Contingent Liabilities (Notes 7 and 13)

Total Liabilities and Equity
(a)

$

6,883

$

6,559

75,000 shares authorized; 21,294 shares issued and outstanding at December 31, 2018 and December 31, 2017.
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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STATEMENTS OF EQUITY
Louisville Gas and Electric Company
(Millions of Dollars)
Common
stock
shares
outstanding
(a)

December 31, 2015
Net income
Capital contributions from LKE
Cash dividends declared on common stock

21,294

December 31, 2016

21,294

Additional
paid-in
capital

Common
stock

$

424

$

$

295
203

Total

$

2,330
203
71
(128)

$

2,476

(128)
$

424

$

1,682

$

370
213

213
30
(192)

30
(192)
21,294

$

424

$

Net income
Capital contributions from LKE
Cash dividends declared on common stock

1,712

$

391

$

233
(156)
$

424

$

1,795

$

468

2,527
233
83
(156)

83
21,294

December 31, 2018

1,611
71

Net income
Capital contributions from LKE
Cash dividends declared on common stock
December 31, 2017

Earnings
reinvested

$

2,687

(a) Shares in thousands. All common shares of LG&E stock are owned by LKE.
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
Kentucky Utilities Company
(Millions of Dollars)

2018
Operating Revenues
Retail and wholesale
Electric revenue from affiliate

$

Total Operating Revenues
Operating Expenses
Operation
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses
Operating Income
Other Income (Expense) – net

2017

1,747
13

$

2016

1,734
10

$

1,735
14

1,760

1,744

1,749

491
18
29
441
279
34

467
18
31
423
255
32

490
18
24
422
234
30

1,292

1,226

1,218

468

518

531

(6)

(4)

(7)

Interest Expense

100

96

96

Income Before Income Taxes

362

418

428

76

159

163

Income Taxes
$

Net Income (a)
(a)

286

$

259

$

265

Net income approximates comprehensive income.
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
Kentucky Utilities Company
(Millions of Dollars)

2018

2017

2016

Cash Flows from Operating Activities
Net income

$

286

$

259

$

265

Adjustments to reconcile net income to net cash provided by (used in) operating activities
Depreciation

279

255

234

Amortization

3

9

14

Defined benefit plans - expense

—

4

5

Deferred income taxes and investment tax credits

48

152

126

Other

(4)

—

(1)

Change in current assets and current liabilities
Accounts receivable

(4)

(5)

(8)

Accounts payable

29

—

(10)

Accounts payable to affiliates

(3)

(6)

15

Unbilled revenues

20

(17)

(15)
(6)

Fuel, materials and supplies

3

32

27

(2)

2

5

(26)

25

(3)

9

(4)

Defined benefit plans - funding

(54)

(23)

(20)

Expenditures for asset retirement obligations

(50)

(19)

(8)

Other assets

(12)

3

(6)

11

9

581

634

606

(562)

(432)

(350)

Regulatory assets and liabilities, net
Taxes payable
Other
Other operating activities

Other liabilities
Net cash provided by operating activities

(2)

Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Other investing activities

1

Net cash used in investing activities

4

(561)

(428)

1
(349)

Cash Flows from Financing Activities
Issuance of long-term debt
Retirement of long-term debt
Payment of common stock dividends to parent
Contributions from parent
Net increase (decrease) in short-term debt
Other financing activities
Net cash used in financing activities

18

—

96

(27)

—

(96)

(246)

(226)

(248)

45

—

20

190

29

(32)

(1)

(1)

(1)

(21)

(198)

(261)

Net Increase (Decrease) in Cash and Cash Equivalents

(1)

8

(4)

Cash and Cash Equivalents at Beginning of Period

15

7

11

$

14

$

15

$

7

Interest - net of amount capitalized

$

95

$

92

$

89

Income taxes - net

$

25

$

34

$

13

$

88

$

82

$

47

Cash and Cash Equivalents at End of Period
Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:

Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at December 31,

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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BALANCE SHEETS AT DECEMBER 31,
Kentucky Utilities Company
(Millions of Dollars, shares in thousands)

2018

2017

Assets
Current Assets
Cash and cash equivalents
Accounts receivable (less reserve: 2018, $2; 2017, $1)
Customer
Other
Unbilled revenues
Fuel, materials and supplies
Prepayments
Regulatory assets
Other current assets
Total Current Assets

$

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant
Regulated utility plant, net
Construction work in progress
Property, Plant and Equipment, net
Other Noncurrent Assets
Regulatory assets
Goodwill
Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

14

$

15

129
34
92
121
11
4
—

130
30
112
123
14
6
5

405

435

7,895
1,382

7,592
1,170

6,513
503

6,422
321

7,016

6,743

418
607
31
63

384
607
33
52

1,119

1,076

8,540

$

8,254

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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BALANCE SHEETS AT DECEMBER 31,
Kentucky Utilities Company
(Millions of Dollars, shares in thousands)

2018

2017

Liabilities and Equity
Current Liabilities
Short-term debt
Long-term debt due within one year
Accounts payable
Accounts payable to affiliates
Customer deposits
Taxes
Regulatory liabilities
Interest
Asset retirement obligations
Other current liabilities

$

Total Current Liabilities

235
96
171
53
32
24
31
16
59
35

$

45
—
137
53
31
19
6
16
61
46

752

414

Long-term Debt

2,225

2,328

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment tax credits
Accrued pension obligations
Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities

735
92
1
134
1,124
35

691
94
36
174
1,117
43

2,121

2,155

308
2,661
473

308
2,616
433

3,442

3,357

Total Deferred Credits and Other Noncurrent Liabilities
Commitments and Contingent Liabilities (Notes 7 and 13)
Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
Total Liabilities and Equity
(a)

$

8,540

$

8,254

80,000 shares authorized; 37,818 shares issued and outstanding at December 31, 2018 and December 31, 2017.
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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STATEMENTS OF EQUITY
Kentucky Utilities Company
(Millions of Dollars)

Common
stock
shares
outstanding
(a)

December 31, 2015
Net income
Capital contributions from LKE
Cash dividends declared on common stock
Other comprehensive income (loss)

37,818

December 31, 2016

37,818

Additional
paid-in
capital

Common
stock

$

308

$

2,596

Earnings
reinvested

$

(a)

$

—

Total

$

3,287
265
20
(248)
(1)

$

3,323

(248)
(1)
$

308

$

2,616

$

400

$

(1)

259
(226)

259
(226)
1

1
37,818

$

308

$

Net income
Capital contributions from LKE
Cash dividends declared on common stock
December 31, 2018

383
265

20

Net income
Cash dividends declared on common stock
Other comprehensive income (loss)
December 31, 2017

Accumulated
other
comprehensive
income
(loss)

2,616

$

433

$

—

$

286

286
45
(246)

45
(246)
37,818

$

308

$

2,661

$

473

3,357

$

—

$

3,442

Shares in thousands. All common shares of KU stock are owned by LKE.
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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COMBINED NOTES TO FINANCIAL STATEMENTS
Index to Combined Notes to Consolidated Financial Statements
The notes to the consolidated financial statements that follow are a combined presentation. The following list indicates the Registrants to which the
footnotes apply:
Registrant
PPL

PPL Electric

LKE

LG&E

KU

1. Summary of Significant Accounting Policies

x

x

x

x

x

2. Segment and Related Information

x

x

x

x

x

3. Revenue from Contracts with Customers

x

x

x

x

x

4. Preferred Securities

x

x

x

x

5. Earnings Per Share

x

6. Income and Other Taxes

x

x

x

x

x

7. Utility Rate Regulation

x

x

x

x

x

8. Financing Activities

x

x

x

x

x

9. Leases

x

x

x

x

10. Stock-Based Compensation

x

x

x

11. Retirement and Postemployment Benefits

x

x

x

x

x

12. Jointly Owned Facilities

x

x

x

x

13. Commitments and Contingencies

x

x

x

x

x

x

x

x

x

14. Related Party Transactions
15. Other Income (Expense) - net

x

x

16. Fair Value Measurements

x

x

x

x

x

17. Derivative Instruments and Hedging Activities

x

x

x

x

x

18. Goodwill and Other Intangible Assets

x

x

x

x

x

19. Asset Retirement Obligations

x

x

x

x

20. Accumulated Other Comprehensive Income (Loss)

x

x

21. New Accounting Guidance Pending Adoption

x

x

x

x

x

1. Summary of Significant Accounting Policies
(All Registrants)
General
Capitalized terms and abbreviations appearing in the combined notes to financial statements are defined in the glossary. Dollars are in millions, except per
share data, unless otherwise noted. The specific Registrant to which disclosures are applicable is identified in parenthetical headings in italics above the
applicable disclosure or within the applicable disclosure for each Registrants' related activities and disclosures. Within combined disclosures, amounts are
disclosed for any Registrant when significant.
Business and Consolidation
(PPL)
PPL is a utility holding company that, through its regulated subsidiaries, is primarily engaged in: 1) the distribution of electricity in the U.K.; 2) the
generation, transmission, distribution and sale of electricity and the distribution and sale of natural gas, primarily in Kentucky; and 3) the transmission,
distribution and sale of electricity in Pennsylvania. Headquartered in Allentown, PA, PPL's principal subsidiaries are PPL Global, LKE (including its
principal subsidiaries, LG&E and KU) and PPL Electric. PPL's corporate level financing subsidiary is PPL Capital Funding.
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WPD, a subsidiary of PPL Global, through indirect, wholly owned subsidiaries, operates distribution networks providing electricity service in the U.K. WPD
serves end-users in South Wales and southwest and central England. Its principal subsidiaries are WPD (South Wales), WPD (South West), WPD (East
Midlands) and WPD (West Midlands).
PPL consolidates WPD on a one-month lag. Material events, such as debt issuances that occur in the lag period, are recognized in the current period financial
statements. Events that are significant but not material are disclosed.
(PPL and PPL Electric)
PPL Electric is a cost-based rate-regulated utility subsidiary of PPL. PPL Electric's principal business is the transmission and distribution of electricity to
serve retail customers in its franchised territory in eastern and central Pennsylvania and the regulated supply of electricity to retail customers in that territory
as a PLR.
(PPL, LKE, LG&E and KU)
LKE is a utility holding company with cost-based rate-regulated utility operations through its subsidiaries, LG&E and KU. LG&E and KU are engaged in the
generation, transmission, distribution and sale of electricity. LG&E also engages in the distribution and sale of natural gas. LG&E and KU maintain their
separate identities and serve customers in Kentucky under their respective names. KU also serves customers in Virginia under the Old Dominion Power name.
(All Registrants)
The financial statements of the Registrants include each company's own accounts as well as the accounts of all entities in which the company has a
controlling financial interest. Entities for which a controlling financial interest is not demonstrated through voting interests are evaluated based on
accounting guidance for Variable Interest Entities (VIEs). The Registrants consolidate a VIE when they are determined to have a controlling interest in the
VIE, and as a result are the primary beneficiary of the entity. The Registrants are not the primary beneficiary in any VIEs. Investments in entities in which a
company has the ability to exercise significant influence but does not have a controlling financial interest are accounted for under the equity method. All
other investments are carried at cost or fair value. All significant intercompany transactions have been eliminated.
The financial statements of PPL, LKE, LG&E and KU include their share of any undivided interests in jointly owned facilities, as well as their share of the
related operating costs of those facilities. See Note 12 for additional information.
Regulation
(PPL)
WPD operates in an incentive-based regulatory structure under distribution licenses granted by Ofgem. Electricity distribution revenues are set by Ofgem for
a given time period through price control reviews that are not directly based on cost recovery. The price control formula that governs WPD's allowed revenue
is designed to provide economic incentives to minimize operating, capital and financing costs. As a result, WPD is not subject to accounting for the effects of
certain types of regulation as prescribed by GAAP and does not record regulatory assets and liabilities.
(All Registrants)
PPL Electric, LG&E and KU are cost-based rate-regulated utilities for which rates are set by regulators to enable PPL Electric, LG&E and KU to recover the
costs of providing electric or gas service, as applicable, and to provide a reasonable return to shareholders. Base rates are generally established based on a
future test period. As a result, the financial statements are subject to the accounting for certain types of regulation as prescribed by GAAP and reflect the
effects of regulatory actions. Regulatory assets are recognized for the effect of transactions or events where future recovery of underlying costs is probable in
regulated customer rates. The effect of such accounting is to defer certain or qualifying costs that would otherwise currently be charged to expense.
Regulatory liabilities are recognized for amounts expected to be returned through future regulated customer rates. In certain cases, regulatory liabilities are
recorded based on an understanding or agreement with the regulator that rates have been set to recover costs that are expected to be incurred in the future, and
the regulated entity is accountable for any amounts charged pursuant to such rates and not yet expended for the intended purpose. The accounting for
regulatory assets and regulatory liabilities is based on specific ratemaking decisions or precedent for each transaction or event as prescribed by the FERC or
the applicable state regulatory commissions. See Note 7 for additional details regarding regulatory matters.
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Accounting Records
The system of accounts for domestic regulated entities is maintained in accordance with the Uniform System of Accounts prescribed by the FERC and
adopted by the applicable state regulatory commissions.
Use of Estimates
The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities, the disclosure of contingent liabilities at the date of the financial statements and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates.
Loss Accruals
Potential losses are accrued when (1) information is available that indicates it is "probable" that a loss has been incurred, given the likelihood of the uncertain
future events and (2) the amount of the loss can be reasonably estimated. Accounting guidance defines "probable" as cases in which "the future event or
events are likely to occur." The Registrants continuously assess potential loss contingencies for environmental remediation, litigation claims, regulatory
penalties and other events. Loss accruals for environmental remediation are discounted when appropriate.
The accrual of contingencies that might result in gains is not recorded, unless realization is assured.
Earnings Per Share (PPL)
EPS is computed using the two-class method, which is an earnings allocation method for computing EPS that treats a participating security as having rights
to earnings that would otherwise have been available to common shareowners. Share-based payment awards that provide recipients a non-forfeitable right to
dividends or dividend equivalents are considered participating securities.
Price Risk Management
(All Registrants)
Interest rate contracts are used to hedge exposure to changes in the fair value of debt instruments and to hedge exposure to variability in expected cash flows
associated with existing floating-rate debt instruments or forecasted fixed-rate issuances of debt. Foreign currency exchange contracts are used to hedge
foreign currency exposures, primarily associated with PPL's investments in U.K. subsidiaries. Similar derivatives may receive different accounting treatment,
depending on management's intended use and documentation.
Certain contracts may not meet the definition of a derivative because they lack a notional amount or a net settlement provision. In cases where there is no net
settlement provision, markets are periodically assessed to determine whether market mechanisms have evolved that would facilitate net settlement. Certain
derivative contracts may be excluded from the requirements of derivative accounting treatment because NPNS has been elected. These contracts are
accounted for using accrual accounting. Contracts that have been classified as derivative contracts are reflected on the balance sheets at fair value. The
portion of derivative positions that deliver within a year are included in "Current Assets" and "Current Liabilities," while the portion of derivative positions
that deliver beyond a year are recorded in "Other Noncurrent Assets" and "Deferred Credits and Other Noncurrent Liabilities."
Cash inflows and outflows related to derivative instruments are included as a component of operating, investing or financing activities on the Statements of
Cash Flows, depending on the classification of the hedged items.
PPL and its subsidiaries have elected not to offset net derivative positions against the right to reclaim cash collateral (a receivable) or the obligation to return
cash collateral (a payable) under master netting arrangements.
(PPL)
Processes exist that allow for subsequent review and validation of the contract information as it relates to interest rate and foreign currency derivatives. The
accounting department provides the treasury department with guidelines on appropriate
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accounting classifications for various contract types and strategies. Examples of accounting guidelines provided to the treasury department staff include, but
are not limited to:
•

Transactions to lock in an interest rate prior to a debt issuance can be designated as cash flow hedges, to the extent the forecasted debt issuances remain
probable of occurring.

•

Cross-currency transactions to hedge interest and principal repayments can be designated as cash flow hedges.

•

Transactions to hedge fluctuations in the fair value of existing debt can be designated as fair value hedges.

•

Transactions to hedge the value of a net investment of foreign operations can be designated as net investment hedges.

•

Derivative transactions that do not qualify for cash flow or net investment hedge treatment are marked to fair value through earnings. These transactions
generally include foreign currency forwards and options to hedge GBP-denominated earnings translation risk associated with PPL's U.K. subsidiaries that
report their financial statements in GBP. As such, these transactions reduce earnings volatility due solely to changes in foreign currency exchange rates.

(All Registrants)
•

Derivative transactions may be marked to fair value through regulatory assets/liabilities at PPL Electric, LG&E and KU if approved by the appropriate
regulatory body. These transactions generally include the effect of interest rate swaps that are included in customer rates.

(PPL and PPL Electric)
To meet its obligation as a PLR to its customers, PPL Electric has entered into certain contracts that meet the definition of a derivative. However, NPNS has
been elected for these contracts.
See Notes 16 and 17 for additional information on derivatives.
Revenue
(PPL)
Operating Revenues
For the years ended December 31, the Statements of Income "Operating Revenues" line item contains revenue from the following:
2018
Domestic electric and gas revenues (a)

$

U.K. operating revenues (b)
Domestic - other
$

Total

2017
5,491

$

2016
5,351

2,268

2,091

26

5

7,785

$

7,447

$

5,297
2,207
13

$

7,517

(a) Represents revenues from cost-based rate-regulated generation, transmission and/or distribution in Pennsylvania, Kentucky and Virginia, including regulated wholesale revenue.
(b) Primarily represents regulated electricity distribution revenues from the operation of WPD's distribution networks.

Revenue Recognition
(All Registrants)
Operating revenues are primarily recorded based on energy deliveries through the end of the calendar month. Unbilled retail revenues result because
customers' bills are rendered throughout the month, rather than bills being rendered at the end of the month. For LKE, LG&E and KU, unbilled revenues for a
month are calculated by multiplying an estimate of unbilled kWh by the estimated average cents per kWh. Any difference between estimated and actual
revenues is adjusted the following month when the previous unbilled estimate is reversed and actual billings occur. For PPL Electric, unbilled revenues for a
month are calculated by multiplying the actual unbilled kWh by an average rate per customer class.
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PPL Electric's, LG&E's and KU's base rates are determined based on cost of service. Some regulators have also authorized the use of additional alternative
revenue programs, which enable PPL Electric, LG&E and KU to adjust rates in the future as a result of past activities or completed events. Revenues from
alternative revenue programs are recognized when the specific events permitting future billings have occurred. Revenues from alternative revenue programs
are required to be presented separately from revenues from contracts with customers. These amounts are, however, presented as revenues from contracts with
customers, with an offsetting adjustment to alternative revenue program revenue, when they are billed to customers in future periods. See Note 3 for
additional information.
(PPL)
WPD is currently operating under the eight-year price control period of RIIO-ED1, which commenced for electric distribution companies on April 1, 2015.
Ofgem has adopted a price control mechanism that establishes the amount of base demand revenue WPD can earn, subject to certain true-ups, and provides
for an increase or reduction in revenues based on incentives or penalties for performance relative to pre-established targets. WPD's allowed revenue primarily
includes base demand revenue (adjusted for inflation using RPI), performance incentive revenues/penalties and adjustments for over or under-recovery from
prior periods.
As the regulatory model is incentive based rather than a cost recovery model, WPD is not subject to accounting for the effects of certain types of regulation as
prescribed by GAAP. Therefore, the accounting treatment of adjustments to base demand revenue and/or allowed revenue is evaluated based on revenue
recognition accounting guidance.
Unlike prior price control reviews, base demand revenue under RIIO-ED1 is adjusted during the price control period. The most significant of those
adjustments are:
•

Inflation True-Up - The base demand revenue for the RIIO-ED1 period was set based on 2012/13 prices. Therefore an inflation factor as determined by
forecasted RPI, provided by HM Treasury, is applied to base demand revenue.
Forecasted RPI is trued up to actuals and affects future base demand revenue two regulatory years later. This revenue change is called the "TRU"
adjustment.

•

Annual Iteration Process (AIP) - The RIIO-ED1 price control period also includes an AIP. This will allow future base demand revenues agreed with the
regulator as part of the price control review, to be updated during the price control period for financial adjustments including tax, pensions, cost of debt,
legacy price control adjustments from preceding price control periods and adjustments relating to actual and allowed total expenditure together with the
Totex Incentive Mechanism (TIM). Under the TIM, WPD's DNOs are able to retain 70% of any amounts not spent against the RIIO-ED1 plan and bear
70% of any over-spends. The AIP calculates an incremental change to base demand revenue, known as the "MOD" adjustment.

As both MOD and TRU are changes to future base demand revenues as determined by Ofgem, these adjustments are recognized as a component of revenues in
future years in which service is provided and revenues are collected or returned to customers.
In addition to base demand revenue, certain other items are added or subtracted to arrive at allowed revenue. The most significant of these are:
•

Incentives - Ofgem has established incentives to provide opportunities for DNO's to enhance overall returns by improving network efficiency, reliability
and customer service. These incentives can result in an increase or reduction in revenues based on incentives or penalties for actual performance against
pre-established targets based on past performance. The annual incentives and penalties are reflected in customers' rates on a two-year lag from the time
they are earned and/or assessed. Incentive revenues and penalties are included in revenues when they are billed to customers.

•

Correction Factor - During the current price control period, WPD sets its tariffs to recover allowed revenue. However, in any fiscal period, WPD's revenue
could be negatively affected if its tariffs and the volume delivered do not fully recover the revenue allowed for a particular period. Conversely, WPD
could also over-recover revenue. Over and under-recoveries are subtracted from or added to allowed revenue in future years when they are billed to
customers, known as the "Correction Factor" or "K-factor." Over and under-recovered amounts arising for the periods beginning with the 2014/15
regulatory year and refunded/recovered under RIIO-ED1 are refunded/recovered on a two year lag (previously one year). Therefore the 2015/16
over/under-recovery adjustment occurred in the 2017/18 regulatory year.
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Accounts Receivable
(All Registrants)
Accounts receivable are reported on the Balance Sheets at the gross outstanding amount adjusted for an allowance for doubtful accounts.
Allowance for Doubtful Accounts
Accounts receivable collectability is evaluated using a combination of factors, including past due status based on contractual terms, trends in write-offs and
the age of the receivable. Specific events, such as bankruptcies, are also considered when applicable. Adjustments to the allowance for doubtful accounts are
made when necessary based on the results of analysis, the aging of receivables and historical and industry trends.
Accounts receivable are written off in the period in which the receivable is deemed uncollectible.
The changes in the allowance for doubtful accounts were:
Additions
Balance at
Beginning of Period

Charged to Income

$

$

Charged to
Other Accounts

Balance at
End of Period

Deductions (a)

PPL
2018

51

41

$

3

$

39

$

56

2017

54

28

(1)

30

51

2016

41

44

—

31

54

PPL Electric
2018

$

24

$

29

$

—

$

26

$

27

2017

28

18

—

22

24

2016

16

35

—

23

28

LKE
2018

$

25

$

10

$

3

$

11

$

27

2017

24

8

(1)

6

25

2016

23

8

—

7

24

LG&E
2018

$

1

$

4

$

1

$

5

$

1

2017

2

2

(1)

2

1

2016

1

2

1

2

2

KU
2018

$

1

$

5

$

2

$

6

$

2

2017

2

4

(1)

4

1

2016

2

4

—

4

2

(a)

Primarily related to uncollectible accounts written off.

Cash
(All Registrants)
Cash Equivalents
All highly liquid investments with original maturities of three months or less are considered to be cash equivalents.
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(PPL and PPL Electric)
Restricted Cash and Cash Equivalents
Bank deposits and other cash equivalents that are restricted by agreement or that have been clearly designated for a specific purpose are classified as
restricted cash and cash equivalents. On the Balance Sheets, the current portion of restricted cash and cash equivalents is included in "Other current assets,"
while the noncurrent portion is included in "Other noncurrent assets."
(All Registrants)
Fair Value Measurements
The Registrants value certain financial and nonfinancial assets and liabilities at fair value. Generally, the most significant fair value measurements relate to
price risk management assets and liabilities, investments in securities in defined benefit plans, and cash and cash equivalents. PPL and its subsidiaries use, as
appropriate, a market approach (generally, data from market transactions), an income approach (generally, present value techniques and option-pricing
models) and/or a cost approach (generally, replacement cost) to measure the fair value of an asset or liability. These valuation approaches incorporate inputs
such as observable, independent market data and/or unobservable data that management believes are predicated on the assumptions market participants
would use to price an asset or liability. These inputs may incorporate, as applicable, certain risks such as nonperformance risk, which includes credit risk.
The Registrants classify fair value measurements within one of three levels in the fair value hierarchy. The level assigned to a fair value measurement is based
on the lowest level input that is significant to the fair value measurement in its entirety. The three levels of the fair value hierarchy are as follows:
•

Level 1 - quoted prices (unadjusted) in active markets for identical assets or liabilities that are accessible at the measurement date. Active markets are
those in which transactions for the asset or liability occur with sufficient frequency and volume to provide pricing information on an ongoing basis.

•

Level 2 - inputs other than quoted prices included within Level 1 that are either directly or indirectly observable for substantially the full term of the
asset or liability.

•

Level 3 - unobservable inputs that management believes are predicated on the assumptions market participants would use to measure the asset or
liability at fair value.

Assessing the significance of a particular input requires judgment that considers factors specific to the asset or liability. As such, the Registrants' assessment
of the significance of a particular input may affect how the assets and liabilities are classified within the fair value hierarchy.
Investments
(All Registrants)
Generally, the original maturity date of an investment and management's intent and ability to sell an investment prior to its original maturity determine the
classification of investments as either short-term or long-term. Investments that would otherwise be classified as short-term, but are restricted as to withdrawal
or use for other than current operations or are clearly designated for expenditure in the acquisition or construction of noncurrent assets or for the liquidation
of long-term debts, are classified as long-term.
Short-term Investments
Short-term investments generally include certain deposits as well as securities that are considered highly liquid or provide for periodic reset of interest rates.
Investments with original maturities greater than three months and less than a year, as well as investments with original maturities of greater than a year that
management has the ability and intent to sell within a year, are included in "Other current assets" on the Balance Sheets.
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(PPL)
Investments in Debt Securities
Investments in debt securities are classified as held-to-maturity and measured at amortized cost when there is an intent and ability to hold the securities to
maturity. Debt securities held principally to capitalize on fluctuations in their value with the intention of selling them in the near-term are classified as
trading. All other investments in debt securities are classified as available-for-sale. Both trading and available-for-sale securities are carried at fair value. The
specific identification method is used to calculate realized gains and losses on debt securities. Unrealized gains and losses on available-for-sale debt
securities are reported in other comprehensive income until realized.
The criteria for determining whether a decline in fair value of a debt security is other than temporary and whether the other-than-temporary impairment is
recognized in earnings or reported in OCI require that when a debt security is in an unrealized loss position and:
• there is an intent or a requirement to sell the security before recovery, the other-than-temporary impairment is recognized currently in earnings; or
• there is no intent or requirement to sell the security before recovery, the portion of the other-than-temporary impairment that is considered a credit loss is
recognized currently in earnings and the remainder of the other-than-temporary impairment is reported in OCI, net of tax; or
• there is no intent or requirement to sell the security before recovery and there is no credit loss, the unrealized loss is reported in OCI, net of tax.
(PPL, LKE, LG&E and KU)
Investments in Equity Securities
LG&E and KU each have an investment in OVEC, which is recorded at cost. The investment is recorded in "Other noncurrent assets" on the PPL, LKE, LG&E
and KU Balance Sheets. LG&E and KU and ten other electric utilities are equity owners of OVEC. OVEC's power is currently supplied to LG&E and KU and
11 other companies affiliated with the various owners. LG&E and KU own 5.63% and 2.5% of OVEC's common stock. Pursuant to a power purchase
agreement, LG&E and KU are contractually entitled to their ownership percentage of OVEC's output, which is approximately 120 MW for LG&E and
approximately 53 MW for KU.
LG&E's and KU's combined investment in OVEC is not significant. The direct exposure to loss as a result of LG&E's and KU's involvement with OVEC is
generally limited to the value of their investments; however, LG&E and KU are responsible for a pro-rata share of certain OVEC obligations, pursuant to their
power purchase contract with OVEC. As part of PPL's acquisition of LKE, the value of the power purchase contract was recorded as an intangible asset with an
offsetting regulatory liability, both of which are being amortized using the units-of-production method until March 2026. For information relating to the
bankruptcy filing of a co-sponsor of OVEC and potential impact, see footnote (f) under “Guarantees and Other Assurances” in Note 13. See also Notes 7, 13
and 18 for additional discussion of the power purchase agreement.
Long-Lived and Intangible Assets
Property, Plant and Equipment
(All Registrants)
PP&E is recorded at original cost, unless impaired. PP&E acquired in business combinations is recorded at fair value at the time of acquisition. If impaired,
the asset is written down to fair value at that time, which becomes the new cost basis of the asset. Original cost for constructed assets includes material, labor,
contractor costs, certain overheads and financing costs, where applicable. The cost of repairs and minor replacements are charged to expense as incurred. The
Registrants record costs associated with planned major maintenance projects in the period in which the costs are incurred. No costs associated with planned
major maintenance projects are accrued to PP&E in advance of the period in which the work is performed. LG&E and KU accrue costs of removal net of
estimated salvage value through depreciation, which is included in the calculation of customer rates over the assets' depreciable lives in accordance with
regulatory practices. Cost of removal amounts accrued through depreciation rates are accumulated as a regulatory liability until the removal costs are
incurred. For LKE, LG&E and
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KU, all ARO depreciation expenses are reclassified to a regulatory asset. See "Asset Retirement Obligations" below and Note 7 for additional information.
PPL Electric records net costs of removal when incurred as a regulatory asset. The regulatory asset is subsequently amortized through depreciation over a
five-year period, which is recoverable in customer rates in accordance with regulatory practices.
AFUDC is capitalized at PPL Electric as part of the construction costs for cost-based rate-regulated projects for which a return on such costs is recovered after
the project is placed in service. The debt component of AFUDC is credited to "Interest Expense" and the equity component is credited to "Other Income
(Expense) - net" on the Statements of Income. LG&E and KU generally do not record AFUDC, except for certain instances in KU's FERC approved rates
charged to its municipal customers, as a return is provided on construction work in progress.
(PPL)
PPL capitalizes interest costs as part of construction costs. Capitalized interest, including the debt component of AFUDC for PPL, was $15 million in 2018
and $11 million in 2017 and 2016.
Depreciation
(All Registrants)
Depreciation is recorded over the estimated useful lives of property using various methods including the straight-line, composite and group methods. When a
component of PP&E that was depreciated under the composite or group method is retired, the original cost is charged to accumulated depreciation. When all
or a significant portion of an operating unit that
was depreciated under the composite or group method is retired or sold, the property and the related accumulated depreciation account is reduced and any
gain or loss is included in income, unless otherwise required by regulators.
Following are the weighted-average annual rates of depreciation, for regulated utility plant, for the years ended December 31:
2018

2017

2016

PPL

2.77%

2.65%

2.73%

PPL Electric

3.01%

2.86%

2.63%

LKE

3.69%

3.64%

3.69%

LG&E

3.63%

3.63%

3.58%

KU

3.74%

3.66%

3.77%

(All Registrants)
Goodwill and Other Intangible Assets
Goodwill represents the excess of the purchase price paid over the fair value of the identifiable net assets acquired in a business combination.
Other acquired intangible assets are initially measured based on their fair value. Intangibles that have finite useful lives are amortized over their useful lives
based upon the pattern in which the economic benefits of the intangible assets are consumed or otherwise used. Costs incurred to obtain an initial license and
renew or extend terms of licenses are capitalized as intangible assets.
When determining the useful life of an intangible asset, including intangible assets that are renewed or extended, PPL and its subsidiaries consider:
•
•
•
•
•
•

the expected use of the asset;
the expected useful life of other assets to which the useful life of the intangible asset may relate;
legal, regulatory, or contractual provisions that may limit the useful life;
the company's historical experience as evidence of its ability to support renewal or extension;
the effects of obsolescence, demand, competition, and other economic factors; and,
the level of maintenance expenditures required to obtain the expected future cash flows from the asset.
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Asset Impairment (Excluding Investments)
The Registrants review long-lived assets that are subject to depreciation or amortization, including finite-lived intangibles, for impairment when events or
circumstances indicate carrying amounts may not be recoverable.
A long-lived asset classified as held and used is impaired when the carrying amount of the asset exceeds the sum of the undiscounted cash flows expected to
result from the use and eventual disposition of the asset. If impaired, the asset's carrying value is written down to its fair value.
A long-lived asset classified as held for sale is impaired when the carrying amount of the asset (disposal group) exceeds its fair value less cost to sell. If
impaired, the asset's (disposal group's) carrying value is written down to its fair value less cost to sell.
PPL, LKE, LG&E and KU review goodwill for impairment at the reporting unit level annually or more frequently when events or circumstances indicate that
the carrying amount of a reporting unit may be greater than the unit's fair value. Additionally, goodwill must be tested for impairment in circumstances when
a portion of goodwill has been allocated to a business to be disposed. PPL's, LKE's, LG&E's and KU's reporting units are primarily at the operating segment
level.
PPL, LKE, LG&E and KU may elect either to initially make a qualitative evaluation about the likelihood of an impairment of goodwill or to bypass the
qualitative evaluation and test goodwill for impairment using a two-step quantitative test. If the qualitative evaluation (referred to as "step zero") is elected
and the assessment results in a determination that it is not more likely than not that the fair value of a reporting unit is less than the carrying amount, the twostep quantitative impairment test is not necessary. However, the quantitative impairment test is required if management concludes it is more likely than not
that the fair value of a reporting unit is less than the carrying amount based on the step zero assessment.
If the carrying amount of the reporting unit, including goodwill, exceeds its fair value, the implied fair value of goodwill must be calculated in the same
manner as goodwill in a business combination. The fair value of a reporting unit is allocated to all assets and liabilities of that unit as if the reporting unit had
been acquired in a business combination. The excess of the fair value of the reporting unit over the amounts assigned to its assets and liabilities is the implied
fair value of goodwill. If the implied fair value of goodwill is less than the carrying amount, goodwill is written down to its implied fair value.
PPL, LKE, LG&E and KU elected to bypass the qualitative step zero evaluation of goodwill and quantitatively tested the goodwill of all reporting units for
impairment as of the fourth quarter of 2018. No impairment was recognized.
(PPL, LKE, LG&E and KU)
Asset Retirement Obligations
PPL and its subsidiaries record liabilities to reflect various legal obligations associated with the retirement of long-lived assets. Initially, this obligation is
measured at fair value and offset with an increase in the value of the capitalized asset, which is depreciated over the asset's useful life. Until the obligation is
settled, the liability is increased through the recognition of accretion expense classified within "Other operation and maintenance" on the Statements of
Income to reflect changes in the obligation due to the passage of time. For LKE, LG&E and KU, all ARO accretion and depreciation expenses are reclassified
as a regulatory asset. ARO regulatory assets associated with certain CCR projects are amortized to expense in accordance with regulatory approvals. For other
AROs, at the time of retirement, the related ARO regulatory asset is offset against the associated cost of removal regulatory liability, PP&E and ARO liability.
Estimated ARO costs and settlement dates, which affect the carrying value of the ARO and the related capitalized asset, are reviewed periodically to ensure
that any material changes are incorporated into the latest estimate of the ARO. Any change to the capitalized asset, positive or negative, is generally
amortized over the remaining life of the associated long-lived asset. See Note 7 and Note 19 for additional information on AROs.
Compensation and Benefits
Defined Benefits (All Registrants)
Certain PPL subsidiaries sponsor various defined benefit pension and other postretirement plans. An asset or liability is recorded to recognize the funded
status of all defined benefit plans with an offsetting entry to AOCI or, for LG&E, KU and PPL Electric, to regulatory assets or liabilities. Consequently, the
funded status of all defined benefit plans is fully recognized on the Balance Sheets.
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The expected return on plan assets is determined based on a market-related value of plan assets, which is calculated by rolling forward the prior year marketrelated value with contributions, disbursements and long-term expected return on investments. One-fifth of the difference between the actual value and the
expected value is added (or subtracted if negative) to the expected value to determine the new market-related value.
PPL uses an accelerated amortization method for the recognition of gains and losses for its defined benefit pension plans. Under the accelerated method,
actuarial gains and losses in excess of 30% of the plan's projected benefit obligation are amortized on a straight-line basis over one-half of the expected
average remaining service of active plan participants. Actuarial gains and losses in excess of 10% of the greater of the plan's projected benefit obligation or
the market-related value of plan assets and less than 30% of the plan's projected benefit obligation are amortized on a straight-line basis over the expected
average remaining service period of active plan participants.
In selecting the discount rates for U.S. defined benefit plans, the plan sponsors start with a cash flow analysis of the expected benefit payment stream for their
plans. The plan-specific cash flows are matched against the coupons and expected maturity values of individually selected bonds. This bond matching
process begins with the full universe of Aa-rated non-callable (or callable with make-whole provisions) bonds, serving as the base from which those with the
lowest and highest yields are eliminated to develop an appropriate subset of bonds. Individual bonds are then selected based on the timing of each plan's
cash flows and parameters are established as to the percentage of each individual bond issue that could be hypothetically purchased and the surplus
reinvestment rates to be assumed.
In selecting the discount rate for its U.K. pension plans, WPD starts with a cash flow analysis of the expected benefit payment stream for its plans. These planspecific cash flows are matched against a spot-rate yield curve to determine the assumed discount rate. The spot-rate yield curve uses an iBoxx British pounds
sterling denominated corporate bond index as its base. From this base, those bonds with the lowest and highest yields are eliminated to develop an
appropriate subset of bonds. WPD uses the single weighted-average discount rate derived from the spot rates to discount the benefit obligation. In addition,
the spot rates that match the cash flows associated with the service cost and interest cost are used to discount those components of net periodic defined
benefit cost.
See Note 7 for a discussion of the regulatory treatment of defined benefit costs and Note 11 for a discussion of defined benefits.
Stock-Based Compensation (PPL, PPL Electric and LKE)
PPL has several stock-based compensation plans for purposes of granting stock options, restricted stock, restricted stock units and performance units to
certain employees as well as stock units and restricted stock units to directors. PPL grants most stock-based awards in the first quarter of each year. PPL and its
subsidiaries recognize compensation expense for stock-based awards based on the fair value method. Forfeitures of awards are recognized when they occur.
See Note 10 for a discussion of stock-based compensation. All awards are recorded as equity or a liability on the Balance Sheets. Stock-based compensation
is primarily included in "Other operation and maintenance" on the Statements of Income. Stock-based compensation expense for PPL Electric and LKE
includes an allocation of PPL Services' expense.
Taxes
Income Taxes
(All Registrants)
PPL and its domestic subsidiaries file a consolidated U.S. federal income tax return.
The Registrants recognized certain provisional amounts relating to the impact of the enactment of the TCJA in their December 31, 2017 financial statements,
in accordance with SEC guidance. Included in those provisional amounts were estimates of: tax depreciation, deductible executive compensation,
accumulated foreign earnings, foreign tax credits, and deemed dividends from foreign subsidiaries, all of which were based on the interpretation and
application of various provisions of the TCJA.
In the third quarter of 2018, PPL filed its consolidated federal income tax return, which was prepared using guidance issued by the U.S. Treasury Department
and the IRS since the filing of each Registrant's 2017 Form 10-K. Accordingly, the Registrants have updated the following provisional amounts and now
consider them to be complete: (1) the amount of the deemed dividend and associated foreign tax credits relating to the transition tax imposed on
accumulated foreign earnings as of December 31, 2017; (2) the amount of accelerated 100% "bonus" depreciation PPL was eligible to claim in its 2017
federal income tax return;
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and (3) the related impacts on PPL's 2017 consolidated federal net operating loss to be carried forward to future periods. In addition, the Registrants recorded
the tax impact of the U.S. federal corporate income tax rate reduction from 35% to 21% on the changes to deferred tax assets and liabilities resulting from the
completed provisional amounts. The completed provisional amounts related to the tax rate reduction had an insignificant impact on the net regulatory
liabilities of PPL's U.S. regulated operations. In the fourth quarter of 2018, PPL completed its analysis of the deductibility of executive compensation
awarded as of November 2, 2017 and concluded that no material change to the provisional amounts is required. See Note 6 to the Financial Statements for the
final amounts reported in PPL's 2017 federal income tax return, provisional adjustment amounts for the year ended December 31, 2017, the related
measurement period adjustments and the resulting tax impact for 2018.
The Registrants' accounting related to the effects of the TCJA on financial results for the period ended December 31, 2017 is complete as of December 31,
2018 with respect to all provisional amounts.
In 2018, the IRS issued proposed regulations for certain provisions of the TCJA, including interest deductibility, Base Erosion Anti-Avoidance Tax (BEAT),
and Global Intangible Low-Taxed Income (GILTI). PPL has determined that the proposed regulations related to BEAT and GILTI do not materially change
PPL's current interpretation of the statutory impact of these rules on the company. Proposed regulations relating to the limitation on the deductibility of
interest expense were issued in November 2018 and such regulations provide detailed rules implementing the broader statutory provisions. These proposed
regulations should not apply to the Registrants until the year in which the regulations are issued in final form, which is expected to be 2019. It is uncertain
what form the final regulations will take and, therefore, the Registrants cannot predict what impact the final regulations will have on the tax deductibility of
interest expense. However, if the proposed regulations were issued as final in their current form, the Registrants could have a limitation on a portion of their
interest expense deduction for tax purposes and such limitation could be significant.
Significant management judgment is also required in developing the Registrants' provision for income taxes, primarily due to the uncertainty related to tax
positions taken or expected to be taken in tax returns, valuation allowances on deferred tax assets and whether the undistributed earnings of WPD are
considered indefinitely reinvested.
Additionally, significant management judgment is also required to determine the amount of benefit to be recognized in relation to an uncertain tax position.
The Registrants use a two-step process to evaluate tax positions. The first step requires an entity to determine whether, based on the technical merits
supporting a particular tax position, it is more likely than not (greater than a 50% chance) that the tax position will be sustained. This determination assumes
that the relevant taxing authority will examine the tax position and is aware of all the relevant facts surrounding the tax position. The second step requires an
entity to recognize in the financial statements the benefit of a tax position that meets the more-likely-than-not recognition criterion. The benefit recognized
is measured at the largest amount of benefit that has a likelihood of realization, upon settlement, that exceeds 50%. The amounts ultimately paid upon
resolution of issues raised by taxing authorities may differ materially from the amounts accrued and may materially impact the financial statements of the
Registrants in future periods.
Deferred income taxes reflect the net future tax effects of temporary differences between the carrying amounts of assets and liabilities for accounting purposes
and their basis for income tax purposes, as well as the tax effects of net operating losses and tax credit carryforwards.
The Registrants record valuation allowances to reduce deferred income tax assets to the amounts that are more likely than not to be realized. The Registrants
consider the reversal of temporary differences, future taxable income and ongoing prudent and feasible tax planning strategies in initially recording and
subsequently reevaluating the need for valuation allowances. If the Registrants determine that they are able to realize deferred tax assets in the future in
excess of recorded net deferred tax assets, adjustments to the valuation allowances increase income by reducing tax expense in the period that such
determination is made. Likewise, if the Registrants determine that they are not able to realize all or part of net deferred tax assets in the future, adjustments to
the valuation allowances would decrease income by increasing tax expense in the period that such determination is made.
The Registrants defer investment tax credits when the credits are utilized and amortize the deferred amounts over the average lives of the related assets.
The Registrants recognize tax-related interest and penalties in "Income Taxes" on their Statements of Income.
The Registrants use the portfolio approach method of accounting for deferred taxes related to pre-tax other comprehensive income or loss transactions. The
portfolio approach involves a strict period-by-period cumulative incremental allocation of income taxes to the change in income and losses reflected in OCI.
Under this approach, the net cumulative tax effect is ignored.
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The net change in pre-tax income and losses recorded in AOCI under this approach would be eliminated only on the date the entire balance is sold or
otherwise disposed of.
See Note 6 for additional discussion regarding income taxes, including the impact of the TCJA and management's conclusion that the undistributed earnings
of WPD are considered indefinitely reinvested.
The provision for PPL's, PPL Electric's, LKE's, LG&E's and KU's deferred income taxes for regulatory assets and liabilities is based upon the ratemaking
principles reflected in rates established by the regulators. The difference in the provision for deferred income taxes for regulatory assets and liabilities and the
amount that otherwise would be recorded under GAAP is deferred and included on the Balance Sheets in noncurrent "Regulatory assets" or "Regulatory
liabilities."
(PPL Electric, LKE, LG&E and KU)
The income tax provision for PPL Electric, LG&E and KU is calculated in accordance with an intercompany tax sharing agreement, which provides that
taxable income be calculated as if PPL Electric, LG&E, KU and any domestic subsidiaries each filed a separate return. Tax benefits are not shared between
companies. The entity that generates a tax benefit is the entity that is entitled to the tax benefit. The effect of PPL filing a consolidated tax return is taken into
account in the settlement of current taxes and the recognition of deferred taxes.
At December 31, the following intercompany tax receivables (payables) were recorded:
2018
PPL Electric

$

2017
19

LKE

$

61

(16)

(23)

LG&E

—

—

KU

(5)

—

Taxes, Other Than Income (All Registrants)
The Registrants present sales taxes in "Other current liabilities" and PPL presents value-added taxes in "Taxes" on the Balance Sheets. These taxes are not
reflected on the Statements of Income. See Note 6 for details on taxes included in "Taxes, other than income" on the Statements of Income.
Other
(All Registrants)
Leases
The Registrants evaluate whether arrangements entered into contain leases for accounting purposes. See Note 9 for additional information.
Fuel, Materials and Supplies
Fuel, natural gas stored underground and materials and supplies are valued using the average cost method. Fuel costs for electric generation are charged to
expense as used. For LG&E, natural gas supply costs are charged to expense as delivered to the distribution system. See Note 7 for further discussion of the
fuel adjustment clause and gas supply clause.
(PPL, LKE, LG&E and KU)
"Fuel, materials and supplies" on the Balance Sheets consisted of the following at December 31:
PPL
2018
Fuel

$

Natural gas stored underground
Materials and supplies
Total

$

LKE
2017

98

$

2018

107

$

LG&E
2017

98

$

2018

107

$

KU
2017

42

$

2018
45

$

2017
56

$

62

41

43

41

43

41

43

—

—

164

170

109

104

44

43

65

61

303

$

320

$

248

$

254

$

127

$

131

$

121

$

123
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Guarantees (All Registrants)
Generally, the initial measurement of a guarantee liability is the fair value of the guarantee at its inception. However, there are certain guarantees excluded
from the scope of accounting guidance and other guarantees that are not subject to the initial recognition and measurement provisions of accounting
guidance that only require disclosure. See Note 13 for further discussion of recorded and unrecorded guarantees.
Treasury Stock (PPL)
PPL restores all shares of common stock acquired to authorized but unissued shares of common stock upon acquisition.
Foreign Currency Translation and Transactions (PPL)
WPD's functional currency is the GBP, which is the local currency in the U.K. As such, assets and liabilities are translated to U.S. dollars at the exchange rates
on the date of consolidation and related revenues and expenses are generally translated at average exchange rates prevailing during the period included in
PPL's results of operations. Adjustments resulting from foreign currency translation are recorded in AOCI.
Gains or losses relating to foreign currency transactions are recognized in "Other Income (Expense) - net" on the Statements of Income. See Note 15 for
additional information.
New Accounting Guidance Adopted (All Registrants)
Accounting for Revenue from Contracts with Customers
Effective January 1, 2018, the Registrants adopted accounting guidance that establishes a comprehensive new model for the recognition of revenue from
contracts with customers. This model is based on the core principle that revenue should be recognized to depict the transfer of control of promised goods or
services to customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. The
Registrants adopted this guidance using the modified retrospective transition method. No cumulative effect adjustment was required as of the January 1,
2018 adoption date.
The adoption of this guidance did not have a material impact on the Registrants' revenue recognition policies. See Note 3 for the required disclosures
resulting from the adoption of this standard.
Presentation of Net Periodic Pension Cost and Net Periodic Postretirement Benefit Cost
Effective January 1, 2018, the Registrants adopted accounting guidance that changes the income statement presentation of net periodic benefit cost.
Retrospectively, this guidance requires the service cost component to be disaggregated from other components of net benefit cost and presented in the same
income statement line items as other employee compensation costs arising from services rendered during the period. The other components of net periodic
benefits are presented separately from the line items that include the service cost and outside of any subtotal of operating income. Prospectively, the
guidance limits the capitalization to the service cost component of net periodic benefit costs.
For PPL, the non-service cost components of net periodic benefit costs were in a net credit position for the twelve months ended December 31, 2018. The
non-service cost credits that would have been capitalized under previous guidance, but are now recorded as income within "Other Income (Expense) - net,"
were $22 million ($17 million after-tax or $0.02 per share) for the twelve months ended December 31, 2018. For PPL Electric, LG&E and KU, non-service
costs or credits that would have been capitalized under previous guidance are now recognized as a regulatory asset or regulatory liability, as applicable, in
accordance with regulatory approvals.
The following provides the non-service cost components of net periodic benefits (costs) or credits presented in "Other Income (Expense) - net" in 2018 and
reclassified from "Other operation and maintenance" to "Other Income (Expense) - net" in 2017 and 2016 on the Statements of Income as a result of the
adoption.
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2018
PPL

2017

$

257

$

2016
167

$

112

PPL Electric

5

1

3

LKE

4

(5)

(6)

(2)

(5)

(5)

3

(1)

(2)

LG&E
KU

PPL and PPL Electric elected to use the practical expedient that permits using the amounts disclosed in the defined benefit plan note for the prior
comparative period as the estimation basis for applying the retrospective presentation requirements.
Presentation of Restricted Cash in the Statement of Cash Flows (PPL and PPL Electric)
Effective January 1, 2018, PPL and PPL Electric adopted accounting guidance that changes the cash flow statement presentation of restricted cash. Under the
new guidance, amounts considered restricted cash are presented with cash and cash equivalents when reconciling the beginning-of-period and end-of-period
total cash amounts on the Statements of Cash Flows. The guidance requires a reconciliation of the total cash, cash equivalents and restricted cash from the
Statement of Cash Flows to amounts on the Balance Sheets and disclosure of the nature of the restrictions. PPL and PPL Electric have applied this guidance
on a retrospective basis for all periods presented. The adoption of this guidance did not have a material impact on the Statements of Cash Flows.
Reconciliation of Cash, Cash Equivalents and Restricted Cash
The following provides a reconciliation of Cash, Cash Equivalents and Restricted Cash reported within the Balance Sheets that sum to the total of the same
amounts shown on the Statements of Cash Flows:
PPL
December 31,
2018
Cash and cash equivalents

$

Restricted cash - current
Restricted cash - noncurrent (a)
Total Cash, Cash Equivalents and Restricted Cash
(a)

$

PPL Electric
December 31,
2017

621

$

December 31,
2018

485

$

December 31,
2017

267

$

49

3

3

2

2

19

23

—

—

643

$

511

$

269

$

51

Primarily consists of funds received by WPD, which are to be spent on approved initiatives to support a low carbon environment.

Reclassification of Certain Tax Effects from Accumulated Other Comprehensive Income (PPL and LKE)
Effective October 1, 2018, prospectively adopted accounting guidance that gives entities the option to reclassify tax effects stranded within AOCI as a result
of the TCJA to retained earnings. The reclassification applies only to those stranded tax effects arising from the TCJA enactment.
The adoption of this guidance resulted in PPL and LKE reclassifying $51 million and $18 million of deferred tax effects (primarily related to pension and
other post-retirement benefits) stranded in AOCI as a result of the TCJA to retained earnings.
2. Segment and Related Information
(PPL)
PPL is organized into three segments: U.K. Regulated, Kentucky Regulated and Pennsylvania Regulated. PPL's segments are segmented by geographic
location.
The U.K. Regulated segment consists of PPL Global, which primarily includes WPD's regulated electricity distribution operations, the results of hedging the
translation of WPD's earnings from GBP into U.S. dollars, and certain costs, such as U.S. income taxes, administrative costs, and certain acquisition-related
financing costs.

150

Source: PPL CORP, 10-K, February 14, 2019

Powered by Morningstar® Document Research℠

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

Table of Contents
The Kentucky Regulated segment consists primarily of LKE's regulated electricity generation, transmission and distribution operations of LG&E and KU, as
well as LG&E's regulated distribution and sale of natural gas. In addition, certain acquisition-related financing costs are allocated to the Kentucky Regulated
segment.
The Pennsylvania Regulated segment includes the regulated electricity transmission and distribution operations of PPL Electric. In addition, certain costs are
allocated to the Pennsylvania Regulated segment.
"Corporate and Other" primarily includes financing costs incurred at the corporate level that have not been allocated or assigned to the segments, certain
other unallocated costs, as well as the financial results of Safari Energy, which is presented to reconcile segment information to PPL's consolidated results.
Income Statement data for the segments and reconciliation to PPL's consolidated results for the years ended December 31 are as follows:
2018

2017

2016

Operating Revenues from external customers (a)
U.K. Regulated

$

2,268

$

2,091

$

2,207

Kentucky Regulated

3,214

3,156

3,141

Pennsylvania Regulated

2,277

2,195

2,156

26

5

Corporate and Other
Total

13

$

7,785

$

7,447

$

7,517

$

247

$

230

$

233

Depreciation
U.K. Regulated
Kentucky Regulated

475

439

404

Pennsylvania Regulated

352

309

253

20

30

Corporate and Other
Total

36

$

1,094

$

1,008

$

926

$

34

$

34

$

16

Amortization (b)
U.K. Regulated
Kentucky Regulated

18

24

29

Pennsylvania Regulated

22

33

32

4

6

Corporate and Other
Total

3

$

78

$

97

$

80

$

(190)

$

166

$

13

Unrealized (gains) losses on derivatives and other hedging activities (c)
U.K. Regulated
Kentucky Regulated

6

6

6

Corporate and Other

(2)

6

—

Total

$

(186)

$

178

$

19

$

413

$

397

$

402

Interest Expense
U.K. Regulated
Kentucky Regulated

274

261

260

Pennsylvania Regulated

159

142

129

Corporate and Other

117

101

Total

97

$

963

$

901

$

888

$

1,339

$

804

$

1,479

Income Before Income Taxes
U.K. Regulated
Kentucky Regulated

531

645

Pennsylvania Regulated

567

575

550

(152)

(112)

(119)

Corporate and Other
$

Total

2,285

$

1,912

640

$

2,550
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2018

2017

2016

Income Taxes (d)
U.K. Regulated

$

225

$

152

$

233

Kentucky Regulated

120

359

242

Pennsylvania Regulated

136

216

212

Corporate and Other

(23)

57

Total

$

458

$

$

118

$

(39)

784

$

66

$

648

Deferred income taxes and investment tax credits (e)
U.K. Regulated
Kentucky Regulated
Pennsylvania Regulated
Corporate and Other
Total

31

94

294

291

125

257

221

18

90

17

$

355

$

707

$

560

$

1,114

$

652

$

1,246

Net Income
U.K. Regulated
Kentucky Regulated

411

286

398

Pennsylvania Regulated

431

359

338

(129)

(169)

Corporate and Other
$

Total
(a)
(b)
(c)
(d)
(e)

1,827

$

1,128

(80)
$

1,902

See Note 1 for additional information on Operating Revenues.
Represents non-cash expense items that include amortization of regulatory assets, debt discounts and premiums and debt issuance costs.
Includes unrealized gains and losses from economic activity. See Note 17 for additional information.
Represents both current and deferred income taxes, including investment tax credits. See Note 6 for additional information on the impact of the TCJA in 2018 and 2017.
Represents a non-cash expense item that is also included in "Income Taxes."

Cash Flow data for the segments and reconciliation to PPL's consolidated results for the years ended December 31 are as follows:
2018

2017

2016

Expenditures for long-lived assets
U.K. Regulated

$

954

$

1,015

$

1,031

Kentucky Regulated

1,117

892

791

Pennsylvania Regulated

1,196

1,254

1,134

Corporate and Other

1
$

Total

3,268

10
$

3,171

1
$

2,957

The following provides Balance Sheet data for the segments and reconciliation to PPL's consolidated results as of:
As of December 31,
2018

2017

Total Assets
U.K. Regulated (a)

$

16,700

$

16,813

Kentucky Regulated

15,078

14,468

Pennsylvania Regulated

11,257

10,082

Corporate and Other (b)

361

116

$

Total

43,396

$

41,479

(a)

Includes $12.4 billion and $12.5 billion of net PP&E as of December 31, 2018 and December 31, 2017. WPD is not subject to accounting for the effects of certain types of
regulation as prescribed by GAAP.
(b) Primarily consists of unallocated items, including cash, PP&E, goodwill, the elimination of inter-segment transactions as well as the assets of Safari Energy.
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Geographic data for the years ended December 31 are as follows:
2018

2017

2016

Revenues from external customers
U.K.

$

U.S.

2,268

$

2,091

5,517
$

Total

7,785

$

2,207

5,356
$

7,447

5,310
$

7,517

As of December 31,
2018

2017

Long-Lived Assets
U.K.

$

U.S.

12,791

$

22,384
$

Total

35,175

12,851
20,936

$

33,787

(PPL Electric, LKE, LG&E and KU)
PPL Electric has two operating segments that are aggregated into a single reportable segment. LKE, LG&E and KU are individually single operating and
reportable segments.
3. Revenue from Contracts with Customers
(All Registrants)
The following is a description of the principal activities from which the Registrants and PPL’s segments generate their revenues.
(PPL)
U.K. Regulated Segment Revenue
The U.K. Regulated Segment generates revenues from contracts with customers primarily from WPD’s DUoS operations.
DUoS revenues result from WPD charging licensed third-party energy suppliers for their use of WPD’s distribution systems to deliver energy to their
customers. WPD satisfies its performance obligation and DUoS revenue is recognized over-time as electricity is delivered. The amount of revenue recognized
is based on actual and forecasted volumes of electricity delivered during the period multiplied by a per-unit energy tariff, plus fixed charges. This method of
recognition fairly presents WPD's transfer of electric service to the customer as the calculation is based on volumes, and the tariff rate is set by WPD using a
methodology prescribed by Ofgem. Customers are billed monthly and outstanding amounts are typically due within 14 days of the invoice date.
DUoS customers are “at will” customers of WPD with no term contract and no minimum purchase commitment. Performance obligations are limited to the
service requested and received to date. Accordingly, there is no unsatisfied performance obligation associated with WPD’s DUoS contracts.
(PPL and PPL Electric)
Pennsylvania Regulated Segment Revenue
The Pennsylvania Regulated Segment generates substantially all of its revenues from contracts with customers from PPL Electric’s tariff-based distribution
and transmission of electricity.
Distribution Revenue
PPL Electric provides distribution services to residential, commercial, industrial, municipal and governmental end users of energy. PPL Electric satisfies its
performance obligation to its distribution customers and revenue is recognized over-time as electricity is delivered and simultaneously consumed by the
customer. The amount of revenue recognized is the volume of electricity delivered during the period multiplied by a per-unit of energy tariff, plus a monthly
fixed charge. This method of recognition fairly presents PPL Electric's transfer of electric service to the customer as the calculation is based on actual
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volumes, and the per-unit of energy tariff rate and the monthly fixed charge are set by the PUC. Customers are typically billed monthly and outstanding
amounts are typically due within 21 days of the date of the bill.
Distribution customers are "at will" customers of PPL Electric with no term contract and no minimum purchase commitment. Performance obligations are
limited to the service requested and received to date. Accordingly, there is no unsatisfied performance obligation associated with PPL Electric’s retail
account contracts.
Transmission Revenue
PPL Electric generates transmission revenues from a FERC-approved PJM Open Access Transmission Tariff. An annual revenue requirement for PPL Electric
to provide transmission services is calculated using a formula-based rate. This revenue requirement is converted into a daily rate (dollars per day). PPL
Electric satisfies its performance obligation to provide transmission services and revenue is recognized over-time as transmission services are provided and
consumed. This method of recognition fairly presents PPL Electric's transfer of transmission services as the daily rate is set by a FERC approved formulabased rate. PJM remits payment on a weekly basis.
PPL Electric's agreement to provide transmission services contains no minimum purchase commitment. The performance obligation is limited to the service
requested and received to date. Accordingly, PPL Electric has no unsatisfied performance obligations.
(PPL, LKE, LG&E and KU)
Kentucky Regulated Segment Revenue
The Kentucky Regulated Segment generates substantially all of its revenues from contracts with customers from LG&E's and KU's regulated tariff-based sales
of electricity and LG&E's regulated tariff-based sales of natural gas.
LG&E and KU are engaged in the generation, transmission, distribution and sale of electricity in Kentucky and, in KU's case, Virginia. LG&E also engages in
the distribution and sale of natural gas in Kentucky. Revenue from these activities is generated from tariffs approved by applicable regulatory authorities
including the FERC, KPSC and VSCC. LG&E and KU satisfy their performance obligations upon LG&E's and KU's delivery of electricity and LG&E's
delivery of natural gas to customers. This revenue is recognized over-time as the customer simultaneously receives and consumes the benefits provided by
LG&E and KU. The amount of revenue recognized is the billed volume of electricity or natural gas delivered multiplied by a tariff rate per-unit of energy,
plus any applicable fixed charges or additional regulatory mechanisms. Customers are billed monthly and outstanding amounts are typically due within 22
days of the date of the bill. Additionally, unbilled revenues are recognized as a result of customers' bills rendered throughout the month, rather than bills
being rendered at the end of the month. Unbilled revenues for a month are calculated by multiplying an estimate of unbilled kWh or Mcf delivered but not
yet billed by the estimated average cents per kWh or Mcf. Any difference between estimated and actual revenues is adjusted the following month when the
previous unbilled estimate is reversed and actual billings occur. This method of recognition fairly presents LG&E's and KU's transfer of electricity and
LG&E's transfer of natural gas to the customer as the amount recognized is based on actual and estimated volumes delivered and the tariff rate per-unit of
energy and any applicable fixed charges or regulatory mechanisms as set by the respective regulatory body.
LG&E's and KU's customers generally have no minimum purchase commitment. Performance obligations are limited to the service requested and received to
date. Accordingly, there is no unsatisfied performance obligation associated with these customers.
(All Registrants)
The following table reconciles "Operating Revenues" included in each Registrant's Statement of Income with revenues generated from contracts with
customers for the year ended December 31:
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2018
PPL
Operating Revenues (a)

$

PPL Electric
7,785

$

LKE

2,277

$

LG&E

3,214

$

KU

1,496

$

1,760

Revenues derived from:
Alternative revenue programs (b)
Other (c)
Revenues from Contracts with Customers

$

32

(6)

38

12

26

(38)

(12)

(17)

(5)

(12)

7,779

$

2,259

$

3,235

$

1,503

$

1,774

(a)

PPL includes $2.3 billion for the year ended December 31, 2018 of revenues from external customers reported by the U.K. Regulated segment. PPL Electric and LKE represent
revenues from external customers reported by the Pennsylvania Regulated and Kentucky Regulated segments. See Note 2 for additional information.
(b) Alternative revenue programs for PPL Electric include the over/under-collection of its transmission formula rate. Alternative revenue programs for LKE, LG&E and KU include
the over/under collection for the ECR and DSM programs as well as LG&E's over/under collection of its GLT program and KU's over/under collection of its generation formula
rate. Over-collections of revenue are shown as positive amounts in the table above; under-collections are shown as negative amounts.
(c) Represents additional revenues outside the scope of revenues from contracts with customers such as leases and other miscellaneous revenues.

As discussed in Note 2, PPL's segments are segmented by geographic location. Revenues from external customers for each segment/geographic location are
reconciled to revenues from contracts with customers in the table above. For PPL Electric, revenues from contracts with customers are further disaggregated
by distribution and transmission, which were $1.9 billion and $405 million for the year ended December 31, 2018.
The following table shows revenues from contracts with customers disaggregated by customer class for the year ended December 31:
2018
PPL
Licensed energy suppliers (a)

$

PPL Electric
2,127

$

—

LKE
$

LG&E
—

$

KU
—

$

—

Residential

2,704

1,379

1,325

666

659

Commercial

1,233

368

865

455

410

Industrial

624

54

570

180

390

Other (b)

489

53

278

129

149

Wholesale - municipal

118

—

118

—

118

Wholesale - other (c)

79

—

79

73

48

405

405

—

—

Transmission
Revenues from Contracts with Customers

$

7,779

$

2,259

$

3,235

$

1,503

—
$

1,774

(a) Represents customers of WPD.
(b) Primarily includes revenues from pole attachments, street lighting, other public authorities and other non-core businesses.
(c) Includes wholesale power and transmission revenues. LG&E and KU amounts include intercompany power sales and transmission revenues, which are eliminated upon
consolidation at LKE.

Contract receivables from customers are primarily included in "Accounts receivable - Customer" and "Unbilled revenues" on the Balance Sheets. For PPL
Electric, the "Accounts receivable - Customer" balance includes purchased receivables from alternative electricity suppliers. See Note 7 for additional
information regarding the purchase of receivables program.
The following table shows the accounts receivable balances from contracts with customers that were impaired for the year ended December 31:
2018
PPL

$

PPL Electric

34
24

LKE

9

LG&E

4

KU

5
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The following table shows the balances of contract liabilities resulting from contracts with customers.
PPL
Contract liabilities as of December 31, 2017
Contract liabilities as of December 31, 2018

$

PPL Electric
29
42

$

19
23

LKE
$

LG&E
8
9

$

KU
4

$

4

5

4

The following table shows the revenue recognized in 2018 that was included in the contract liability balance at the beginning of the year.
2018
PPL

$

21

PPL Electric

8

LKE

8

LG&E

4

KU

4

Contract liabilities result from recording contractual billings in advance for customer attachments to the Registrants' infrastructure and payments received in
excess of revenues earned to date. Advanced billings for customer attachments are recognized as revenue ratably over the billing period. Payments received
in excess of revenues earned to date are recognized as revenue as services are delivered in subsequent periods.
At December 31, 2018, PPL had $49 million of performance obligations attributable to Corporate and Other that have not been satisfied. Of this amount, PPL
expects to recognize approximately $37 million within the next 12 months.
4. Preferred Securities
(PPL)
PPL is authorized to issue up to 10 million shares of preferred stock. No PPL preferred stock was issued or outstanding in 2018, 2017 or 2016.
(PPL Electric)
PPL Electric is authorized to issue up to 20,629,936 shares of preferred stock. No PPL Electric preferred stock was issued or outstanding in 2018, 2017 or
2016.
(LG&E)
LG&E is authorized to issue up to 1,720,000 shares of preferred stock at a $25 par value and 6,750,000 shares of preferred stock without par value. LG&E had
no preferred stock issued or outstanding in 2018, 2017 or 2016.
(KU)
KU is authorized to issue up to 5,300,000 shares of preferred stock and 2,000,000 shares of preference stock without par value. KU had no preferred or
preference stock issued or outstanding in 2018, 2017 or 2016.
5. Earnings Per Share
(PPL)
Basic EPS is computed by dividing income available to PPL common shareowners by the weighted-average number of common shares outstanding during
the applicable period. Diluted EPS is computed by dividing income available to PPL common shareowners by the weighted-average number of common
shares outstanding, increased by incremental shares that would be outstanding if potentially dilutive non-participating securities were converted to common
shares as calculated using the Treasury Stock Method. Incremental non-participating securities that have a dilutive impact are detailed in the table below. In
2018, these securities also included the PPL common stock forward sale agreements. See Note 8 for additional information
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on these agreements. The forward sale agreements are dilutive under the Treasury Stock Method to the extent the average stock price of PPL's common shares
exceeds the forward sale price prescribed in the agreements.
Reconciliations of the amounts of income and shares of PPL common stock (in thousands) for the periods ended December 31, used in the EPS calculation
are:
2018

2017

2016

Income (Numerator)
Net income

$

1,827

Less amounts allocated to participating securities

$

1,128

2
$

Net income available to PPL common shareowners - Basic and Diluted

1,825

$

1,902

$

1,896

2
$

1,126

6

Shares of Common Stock (Denominator)
Weighted-average shares - Basic EPS

704,439

685,240

677,592
2,854

Add incremental non-participating securities:
Share-based payment awards (a)

445

2,094

3,735

—

—

708,619

687,334

680,446

Forward sale agreements
Weighted-average shares - Diluted EPS

Basic EPS
Net Income available to PPL common shareowners

$

2.59

$

1.64

$

2.80

$

2.58

$

1.64

$

2.79

Diluted EPS
Net Income available to PPL common shareowners
(a)

The Treasury Stock Method was applied to non-participating share-based payment awards.

For the year ended December 31, PPL issued common stock related to stock-based compensation plans and DRIP as follows (in thousands):
2018
Stock-based compensation plans (a)

720

DRIP
(a)

1,974

Includes stock options exercised, vesting of performance units, vesting of restricted stock and restricted stock units and conversion of stock units granted to directors.

See Note 8 for additional information on common stock issued under ATM Program and settlement of a portion of the PPL common stock forward sale
agreements.
For the years ended December 31, the following shares (in thousands) were excluded from the computations of diluted EPS because the effect would have
been antidilutive:
2018
Stock options

2017

2016

172

696

696

Performance units

—

—

176

Restricted stock units

11

—

—
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6. Income and Other Taxes
(All Registrants)
Tax Cuts and Jobs Act (TCJA)
On December 22, 2017, President Trump signed into law the TCJA. Substantially all of the provisions of the TCJA are effective for taxable years beginning
after December 31, 2017. The TCJA included significant changes to the taxation of corporations, including provisions specifically applicable to regulated
public utilities. The more significant changes that impact the Registrants were:
•
•
•
•
•

The reduction in the U.S. federal corporate income tax rate from a top marginal rate of 35% to a flat rate of 21%, effective January 1, 2018;
The exclusion from U.S. federal taxable income of dividends from foreign subsidiaries and the associated "transition tax;"
Limitations on the tax deductibility of interest expense, with an exception to these limitations for regulated public utilities;
Full current year expensing of capital expenditures with an exception for regulated public utilities that qualify for the exception to the interest expense
limitation; and
The continuation of certain rate normalization requirements for accelerated depreciation benefits. For non-regulated businesses, the TCJA generally
provides for full expensing of property acquired after September 27, 2017.

Under GAAP, the tax effect of changes in tax laws must be recognized in the period in which the law is enacted, or December 2017 for the TCJA. The changes
enacted by the TCJA were recorded as an adjustment to the Registrants' deferred tax provisions, and have been reflected in "Income Taxes" on the Statement
of Income for the year ended December 31, 2017 as follows:
PPL
Income tax expense (benefit)

$

PPL Electric
321

$

(13)

LKE

LG&E

$

112

$

KU
—

$

—

The components of these adjustments are discussed below:
Reduction of U.S. Federal Corporate Income Tax Rate
GAAP requires deferred tax assets and liabilities to be measured at the enacted tax rate expected to apply when temporary differences are to be realized or
settled. Thus, at the date of enactment, the Registrants' deferred taxes were remeasured based upon the U.S. federal corporate income tax rate of 21%. For
PPL’s regulated entities, the changes in deferred taxes were, in large part, recorded as an offset to either a regulatory asset or regulatory liability and will be
reflected in future rates charged to customers. The tax rate reduction impacts on non-regulated deferred tax assets and liabilities were recorded as an
adjustment to the Registrants' deferred tax provisions, and have been reflected in "Income Taxes" on the Statement of Income for the year ended December
31, 2017 as follows:
PPL
Income tax expense (benefit)

$

PPL Electric
220

$

(13)

LKE

LG&E

$

112

$

KU
—

$

—

As indicated in Note 1 - "Summary of Significant Accounting Policies - Income Taxes", PPL’s U.S. regulated operations' accounting for income taxes are
impacted by rate regulation. Therefore, reductions in accumulated deferred income tax balances due to the reduction in the U.S. federal corporate income tax
rate to 21% under the provisions of the TCJA will result in amounts previously collected from utility customers for these deferred taxes to be refundable to
such customers over a period of time. The TCJA includes provisions that stipulate how these excess deferred taxes are to be passed back to customers for
certain accelerated tax depreciation benefits. Refunds of other deferred taxes either have been or will be determined by the Registrants’ regulators. The
Balance Sheets at December 31, 2017 reflect the increase to the Registrants' net regulatory liabilities as a result of the TCJA as follows:
PPL
Net Increase in Regulatory Liabilities

$

PPL Electric
2,185

$

1,019

LKE
$

1,166

LG&E
$

KU
532

$

634

Transition Tax
The TCJA included a conversion from a worldwide tax system to a territorial tax system, effective January 1, 2018. In the transition to the territorial regime, a
one-time transition tax was imposed on PPL’s unrepatriated accumulated foreign earnings
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in 2017. These earnings were treated as a taxable deemed dividend to PPL of approximately $462 million for purposes of the 2017 tax provision. As the PPL
consolidated U.S. group had a taxable loss for 2017, inclusive of the taxable deemed dividend, the foreign tax credits associated with the deemed dividend
were recorded as a deferred tax asset. However, it is expected that under the TCJA, the current and prior year foreign tax credit carryforwards will not be fully
realizable.
As a result, the net deferred income tax expense impact of the deemed repatriation was $101 million and was recorded in "Income Taxes" on the PPL
Statement of Income for the year ended December 31, 2017 and "Deferred tax liabilities" on the PPL Balance Sheet at December 31, 2017.
2018 Impacts of TCJA
The Registrants recognized certain provisional amounts relating to the impact of the enactment of the TCJA in their December 31, 2017 financial statements,
in accordance with SEC guidance. Included in those provisional amounts were estimates of: tax depreciation, deductible executive compensation,
accumulated foreign earnings, foreign tax credits, and deemed dividends from foreign subsidiaries, all of which were based on the interpretation and
application of various provisions of the TCJA.
In the third quarter of 2018, PPL filed its consolidated federal income tax return, which was prepared using guidance issued by the U.S. Treasury Department
and the IRS since the filing of each Registrant's 2017 Form 10-K. Accordingly, the Registrants have updated the following provisional amounts and now
consider them to be complete: (1) the amount of the deemed dividend and associated foreign tax credits relating to the transition tax imposed on
accumulated foreign earnings as of December 31, 2017; (2) the amount of accelerated 100% "bonus" depreciation PPL was eligible to claim in its 2017
federal income tax return; and (3) the related impacts on PPL's 2017 consolidated federal net operating loss to be carried forward to future periods. In
addition, the Registrants recorded the tax impact of the U.S. federal corporate income tax rate reduction from 35% to 21% on the changes to deferred tax
assets and liabilities resulting from the completed provisional amounts. The completed provisional amounts related to the tax rate reduction had an
insignificant impact on the net regulatory liabilities of PPL's U.S. regulated operations. In the fourth quarter of 2018, PPL completed its analysis of the
deductibility of executive compensation awarded as of November 2, 2017 and concluded that no material change to the provisional amounts is required. The
final amounts reported in PPL's 2017 federal income tax return, provisional amounts for the year ended December 31, 2017, the related measurement period
adjustments, and the resulting tax impact for the year ended December 31,2018 are as follows.
Taxable Income (Loss) (a)
Adjustments per
2017 Tax Return

Adjustments per
2017 Tax Provision

2018 Adjustments

PPL
Deemed Dividend

$

397

$

(67)

Bonus Depreciation (b)
Total

$

—

(330)

Consolidated Federal Net Operating Loss due to the TCJA (c)

462

(67)

(462)

$

—

$

$

(39)

$

(65)
132

—

$

—

—

$

(39)

PPL Electric
Bonus Depreciation (b)

(68)

Consolidated Federal Net Operating Loss reallocated due to the TCJA (c)
Total

(105)

$

(107)

$

$

(28)

$

(105)

37
$

(2)

$

(28)

LKE
Bonus Depreciation (b)

(32)

Consolidated Federal Net Operating Loss reallocated due to the TCJA (c)
Total

—
(45)

13

$

(60)

$

(45)

$

(15)

$

(17)

$

—

$

(17)

LG&E
Bonus Depreciation (b)

17

Consolidated Federal Net Operating Loss reallocated due to the TCJA (c)
Total

—

17

$

—

$

—

$

—

$

(11)

$

—

$

(11)

KU
Bonus Depreciation (b)

11

Consolidated Federal Net Operating Loss reallocated due to the TCJA (c)
$

Total

—

—
$

—

11
$

—
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(a)

The above table reflects, for each item, the amount subject to change as a result of the TCJA and does not reflect the total amount of each item included in the return and the
provision.
(b) The TCJA increased the bonus depreciation percentage from 50% to 100% for qualified property acquired and placed in service after September 27, 2017 and before January 1,
2018. Increases in tax depreciation reduce the Registrants' taxes payable and increase net deferred tax liabilities with no impact to “Income Taxes” on the Statements of Income.
(c) An increase in the consolidated federal net operating loss reduces net deferred tax liabilities with the opposite effect if there is a decrease in the consolidated federal net operating
loss. These increases or decreases have no impact to “Income Taxes” on the Statements of Income.
Income Tax Expense (Benefit)
Adjustments per
2017 Tax Return

Adjustments per
2017 Tax Provision

2018 Adjustments

PPL
Deemed Dividend

$

139

Foreign Tax Credits
Valuation of Foreign Tax Credit Carryforward

$

161

Total

(22)

(205)

48

110

145

(35)

229

Reduction in U.S. federal income tax rate

$

(157)

220

9

$

321

$

321

$

—

$

(13)

$

(13)

$

—

$

110

$

112

$

(2)

PPL Electric
Reduction in U.S. federal income tax rate
LKE
Reduction in U.S. federal income tax rate

The Registrants' accounting related to the effects of the TCJA on financial results for the period ended December 31, 2017 is complete as of December 31,
2018 with respect to all provisional amounts.
In 2018, the IRS issued proposed regulations for certain provisions of the TCJA, including interest deductibility, Base Erosion Anti-Avoidance Tax (BEAT),
and Global Intangible Low-Taxed Income (GILTI). PPL has determined that the proposed regulations related to BEAT and GILTI do not materially change
PPL's current interpretation of the statutory impact of these rules on the company. Proposed regulations relating to the limitation on the deductibility of
interest expense were issued in November 2018 and such regulations provide detailed rules implementing the broader statutory provisions. These proposed
regulations should not apply to the Registrants until the year in which the regulations are issued in final form, which is expected to be 2019. It is uncertain
what form the final regulations will take and, therefore, the Registrants cannot predict what impact the final regulations will have on the tax deductibility of
interest expense. However, if the proposed regulations were issued as final in their current form, the Registrants could have a limitation on a portion of their
interest expense deduction for tax purposes and such limitation could be significant.
(PPL)
"Income Before Income Taxes" included the following:
2018
Domestic income

$

Foreign income

2017
1,127

$

1,158
$

Total

2,285

2016
874

$

1,038
$

1,912

1,463
1,087

$

2,550

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets and liabilities for accounting purposes and
their basis for income tax purposes and the tax effects of net operating loss and tax credit carryforwards. The provision for PPL's deferred income taxes for
regulated assets and liabilities is based upon the ratemaking principles of the applicable jurisdiction. See Notes 1 and 7 for additional information.
Net deferred tax assets have been recognized based on management's estimates of future taxable income for the U.S. and the U.K.
Significant components of PPL's deferred income tax assets and liabilities were as follows:
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2018

2017

Deferred Tax Assets
Deferred investment tax credits

$

31

Regulatory liabilities

$

33

87

68

Income taxes due to customer

479

499

Accrued pension and postretirement costs

277

232

Federal loss carryforwards

325

356

State loss carryforwards

419

409

Federal and state tax credit carryforwards

392

455

Foreign capital loss carryforwards

313

329

1

2

—

2

Foreign loss carryforwards
Foreign - regulatory obligations
Foreign - other
Contributions in aid of construction
Domestic - other
Unrealized losses on qualifying derivatives

9

7

139

134

81

102

7

Valuation allowances

10

(808)

Total deferred tax assets

(838)

1,752

1,800

3,359

3,168

314

288

Deferred Tax Liabilities
Domestic plant - net
Regulatory assets
Reacquired debt costs

12

15

Foreign plant - net

724

726

Foreign - pensions

83

32

Domestic - other

28

9

4,520

4,238

Total deferred tax liabilities
$

Net deferred tax liability

2,768

$

2,438

State deferred taxes are determined on a by entity, by jurisdiction basis. As a result, $28 million and $24 million of net deferred tax assets are shown as "Other
noncurrent assets" on the Balance Sheets for 2018 and 2017.
At December 31, 2018, PPL had the following loss and tax credit carryforwards, related deferred tax assets and valuation allowances recorded against the
deferred tax assets.
Gross

Valuation
Allowance

Deferred Tax Asset

Expiration

Loss carryforwards
Federal net operating losses
Federal charitable contributions

$

1,519

$

319

$

—

2031-2037

—

2020-2022

29

6

5,725

418

State charitable contributions

7

1

—

2020-2022

Foreign net operating losses

6

1

—

Indefinite

1,842

313

State net operating losses

Foreign capital losses

(370)

2019-2038

(313)

Indefinite

133

—

2025-2036

15

—

Credit carryforwards
Federal investment tax credit
Federal alternative minimum tax credit (a)
Federal foreign tax credits (b)
Federal - other
State - other

218

Indefinite

(113)

2024-2027

25

(8)

2019-2038

1

—

Indefinite

(a)

The TCJA repealed the corporate alternative minimum tax (AMT) for tax years beginning after December 31, 2017. The existing indefinite carryforward period for AMT credits
was retained.
(b) Includes $62 million of foreign tax credits carried forward from 2016 and $156 million of additional foreign tax credits from 2017 related to the taxable deemed dividend
associated with the TCJA.

Valuation allowances have been established for the amount that, more likely than not, will not be realized. The changes in deferred tax valuation allowances
were as follows:

Source: PPL CORP, 10-K, February 14, 2019

Powered by Morningstar® Document Research℠

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

161

Source: PPL CORP, 10-K, February 14, 2019

Powered by Morningstar® Document Research℠

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

Table of Contents

Additions
Balance at
Beginning
of Period
2018

$

838

Charged to
Other
Accounts

Charged
to Income
$

26

2017

593

256

2016

662

17

$

Deductions
—

(b)

Balance
at End
of Period

$

56 (a)

—
2

$

808

11

838

88 (c)

593

(a)

Decrease in the valuation allowance of approximately $35 million due to the change in the total foreign tax credits available after finalization of the deemed dividend calculation
required by the TCJA in 2017. In addition, the deferred tax assets and corresponding valuation allowances were reduced in 2018 by approximately $19 million due to the effect
of foreign currency exchange rates.
(b) Increase in valuation allowance of approximately $145 million related to expected future utilization of both 2017 foreign tax credits and pre-2017 foreign tax credits carried
forward. For additional information, see the "Reconciliation of Income Tax Expense" and associated notes below.

(c)

In addition, the reduction of the U.S. federal corporate income tax rate enacted by the TCJA in 2017 resulted in a $62 million increase in federal deferred tax assets and a
corresponding valuation allowance related to the federal tax benefits of state net operating losses.
The reduction of the U.K. statutory income tax rate in 2016 resulted in a $19 million reduction in deferred tax assets and corresponding valuation allowances. See "Reconciliation
of Income Tax Expense" below for additional information on the impact of the U.K. Finance Act 2016. In addition, deferred tax assets and corresponding valuation allowances
were reduced in 2016 by approximately $65 million due to the effect of foreign currency exchange rates.

PPL Global does not record U.S. income taxes on the unremitted earnings of WPD, as management has determined that such earnings are indefinitely
reinvested. Current year distributions from WPD to the U.S. are sourced from a portion of the current year’s earnings of the WPD group. There have been no
material changes to the facts underlying PPL’s assertion that historically reinvested earnings of WPD as well as some portion of current year earnings will
continue to be indefinitely reinvested. WPD's long-term working capital forecasts and capital expenditure projections for the foreseeable future require
reinvestment of WPD's undistributed earnings. Additionally, U.S. long-term working capital forecasts and capital expenditure projections for the foreseeable
future do not require or contemplate annual distributions from WPD in excess of some portion of WPD's future annual earnings. The cumulative undistributed
earnings are included in "Earnings reinvested" on the Balance Sheets. The amount considered indefinitely reinvested at December 31, 2018 was $6.7 billion.
The foregoing is not impacted by U.S. tax reform and the conversion from a worldwide to a participation exemption system. It is not practicable to estimate
the amount of additional taxes that could be payable on these foreign earnings in the event of repatriation to the U.S.
Details of the components of income tax expense, a reconciliation of federal income taxes derived from statutory tax rates applied to "Income Before Income
Taxes" to income taxes for reporting purposes, and details of "Taxes, other than income" were as follows:
2018

2017

2016

Income Tax Expense (Benefit)
Current - Federal

$

Current - State

(19)

$

6

$

(14)

17

25

21

104

45

80

102

76

87

Deferred - Federal (a)

203

532

385

Deferred - State

100

88

89

Deferred - Foreign

107

133

86

410

753

560

Current - Foreign
Total Current Expense

Total Deferred Expense, excluding operating loss carryforwards

Amortization of investment tax credit

(3)

(3)

(3)

Deferred - Federal

(20)

(16)

25

Deferred - State

(31)

(26)

(21)

Tax expense (benefit) of operating loss carryforwards

Total Tax Expense (Benefit) of Operating Loss Carryforwards

(51)

(42)

4

Total income taxes

$

458

$

784

$

648

Total income tax expense - Federal

$

161

$

519

$

393

Total income tax expense - State
Total income tax expense - Foreign
$

Total income taxes
(a)

86

87

89

211

178

166

458

$

784

$

648

Due to the enactment of the TCJA, PPL recorded the following in 2017:
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$220 million of deferred income tax expense related to the impact of the U.S. federal corporate income tax rate reduction from 35% to 21% on deferred tax assets and
liabilities;
$162 million of deferred tax expense related to the utilization of current year losses resulting from the taxable deemed dividend; partially offset by,
$60 million of deferred tax benefits related to the $205 million of 2017 foreign tax credits partially offset by $145 million of valuation allowances.

In the table above, the following income tax expense (benefit) are excluded from income taxes.
2018
Stock-based compensation recorded to Earnings reinvested

$

2017
—

$

2016
—

Other comprehensive income

(6)

(34)

Valuation allowance on state deferred taxes recorded to other comprehensive income

—

(1)

$

Total

(6)

$

2018

(35)

$

(7)
(6)
1

$

2017

(12)
2016

Reconciliation of Income Tax Expense
Federal income tax on Income Before Income Taxes at statutory tax rate (a)

$

480

$

669

$

893

Increase (decrease) due to:
State income taxes, net of federal income tax benefit (a)

40

46

Valuation allowance adjustments (b)

21

36

16

(25)

(176)

(177)
(42)

Impact of lower U.K. income tax rates(c)
U.S. income tax on foreign earnings - net of foreign tax credit (a)(d)

46

3

47

—

(8)

2

Impact of the U.K. Finance Act on deferred tax balances (e)

(13)

(16)

(49)

Depreciation and other items not normalized

(11)

(10)

(10)

Amortization of excess deferred federal and state income taxes(f)

(37)

—

—

Interest benefit on U.K. financing entities

(17)

(16)

(17)

(3)

(10)

Foreign income return adjustments

Stock-based compensation

4

Deferred tax impact of U.S. tax reform (g)

—

220

—

Deferred tax impact of Kentucky tax reform (h)

9

—

—

Other (i)

4

(5)

Total increase (decrease)

(22)
$

Total income taxes
Effective income tax rate

458
20.0%

(4)

115
$

784
41.0%

(245)
$

648
25.4%

(a) The U.S. federal corporate tax rate was reduced from 35% to 21%, as enacted by the TCJA, effective January 1, 2018.
(b) During 2017, PPL recorded an increase in valuation allowances of $23 million primarily related to foreign tax credits recorded in 2016. The future utilization of these credits is
expected to be lower as a result of the TCJA.
During 2018, 2017 and 2016, PPL recorded deferred income tax expense of $24 million, $16 million and $13 million for valuation allowances primarily related to increased
Pennsylvania net operating loss carryforwards expected to be unutilized.
(c) The reduction in the U.S. federal corporate income tax rate from 35% to 21% significantly reduced the difference between the U.K. and U.S. income tax rates in 2018 compared
with 2017.
(d) During 2017, PPL recorded a federal income tax benefit of $35 million primarily attributable to U.K. pension contributions.
During 2017, PPL recorded deferred income tax expense of $83 million primarily related to enactment of the TCJA. The enacted tax law included a conversion from a worldwide
tax system to a territorial tax system, effective January 1, 2018. In the transition to the territorial regime, a one-time transition tax was imposed on PPL’s unrepatriated
accumulated foreign earnings in 2017. These earnings were treated as a taxable deemed dividend to PPL of approximately $462 million, including $205 million of foreign tax
credits. As the PPL consolidated U.S. group had a taxable loss for 2017, inclusive of the taxable deemed dividend, these credits were recorded as a deferred tax asset. However, it
is expected that under the TCJA, only $83 million of the $205 million of foreign tax credits will be realized in the carry forward period. Accordingly, a valuation allowance on
the current year foreign tax credits in the amount of $122 million has been recorded to reflect the reduction in the future utilization of the credits. The foreign tax credits
associated with the deemed repatriation result in a gross carryforward and corresponding deferred tax asset of $205 million offset by a valuation allowance of $122 million.
During 2016, PPL recorded lower income taxes primarily attributable to foreign tax credit carryforwards, arising from a decision to amend prior year tax returns to claim foreign
tax credits rather than deduct foreign taxes. This decision was prompted by changes to the company's most recent business plan.
(e) The U.K. Finance Act 2016, enacted in September 2016, reduced the U.K. statutory income tax rate effective April 1, 2020 to 17%. As a result, PPL reduced its net deferred tax
liabilities and recognized a $42 million deferred income tax benefit during 2016.
(f) During 2018, PPL recorded lower income tax expense for the amortization of excess deferred income taxes that primarily resulted from the U.S. federal corporate income tax rate
reduction from 35% to 21% enacted by the TCJA.
(g) During 2017, PPL recorded deferred income tax expense related to the U.S. federal corporate income tax rate reduction from 35% to 21% enacted by the TCJA.
(h) During 2018, PPL recorded deferred income tax expense, primarily associated with LKE’s non-regulated entities, due to the Kentucky corporate income tax rate reduction from
6% to 5%, as enacted by HB 487, effective January, 1, 2018.
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(i)

During 2018, PPL filed its consolidated federal income tax return, which included updates to the TCJA provisional amounts recorded in 2017. The adjustments to the various
provisional amounts that are considered complete as of the filed tax return resulted in an immaterial impact to income tax expense and are discussed in the TCJA section above.
2018

2017

2016

Taxes, other than income
State gross receipts

$

103

State capital stock

—

Foreign property

134

Domestic Other

$

102

100
—

127

75
$

Total

$

(6)

135

69

312

$

292

66
$

301

(PPL Electric)
The provision for PPL Electric's deferred income taxes for regulated assets and liabilities is based upon the ratemaking principles reflected in rates established
by the PUC and the FERC. The difference in the provision for deferred income taxes for regulated assets and liabilities and the amount that otherwise would
be recorded under GAAP is deferred and included in "Regulatory assets" or "Regulatory liabilities" on the Balance Sheets.
Significant components of PPL Electric's deferred income tax assets and liabilities were as follows:
2018

2017

Deferred Tax Assets
Accrued pension and postretirement costs

$

Contributions in aid of construction

110

$

118

Regulatory liabilities

81
117

35

25

181

193

State loss carryforwards

14

19

Federal loss carryforwards

79

91

Other

25

27

562

553

1,681

1,544

Income taxes due to customers

Total deferred tax assets

Deferred Tax Liabilities
Electric utility plant - net
Reacquired debt costs
Regulatory assets
Other
Total deferred tax liabilities
$

Net deferred tax liability

6

8

176

150

19

5

1,882

1,707

1,320

$

1,154

PPL Electric expects to have adequate levels of taxable income to realize its recorded deferred income tax assets.
At December 31, 2018, PPL Electric had the following loss carryforwards and related deferred tax assets:
Gross

Deferred Tax Asset

Expiration

$

Loss carryforwards
Federal net operating losses

$

Federal charitable contributions
State net operating losses
State charitable contributions

370

78

2031-2037

6

1

2020-2022

180

14

2031-2032

5

—

2020-2022

Credit carryforwards were insignificant at December 31, 2018.
Details of the components of income tax expense, a reconciliation of federal income taxes derived from statutory tax rates applied to "Income Before Income
Taxes" to income taxes for reporting purposes, and details of "Taxes, other than income" were as follows.
164

Source: PPL CORP, 10-K, February 14, 2019

Powered by Morningstar® Document Research℠

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

Table of Contents

2018

2017

2016

Income Tax Expense (Benefit)
Current - Federal

$

2

Current - State

$

(65)

$

(29)

9

20

19

11

(45)

(10)

Deferred - Federal (a)

96

234

193

Deferred - State

37

29

29

133

263

222

Total Current Expense (Benefit)

Total Deferred Expense, excluding operating loss carryforwards

Tax expense (benefit) of operating loss carryforwards
Deferred - Federal
Total Tax Expense (Benefit) of Operating Loss Carryforwards

(8)

(5)

(8)

(5)

—
—

Total income taxes

$

136

$

213

$

212

Total income tax expense - Federal

$

90

$

164

$

164

$

212

Total income tax expense - State

46
$

Total income taxes
(a)

136

49
$

213

48

Due to the enactment of the TCJA in 2017, PPL Electric recorded a $13 million deferred tax benefit related to the impact of the U.S. federal corporate income tax rate reduction
from 35% to 21% on deferred tax assets and liabilities.
2018

2017

2016

Reconciliation of Income Taxes
Federal income tax on Income Before Income Taxes at statutory tax rate (a)

$

119

$

201

$

193

Increase (decrease) due to:
State income taxes, net of federal income tax benefit (a)

43

36

Depreciation and other items not normalized

(11)

(8)

(8)

Amortization of excess deferred federal income taxes (a)

(17)

—

—

Stock-based compensation
Deferred tax impact of U.S. tax reform (b)
Other
Total increase (decrease)
$

Total income taxes

1

(2)

(6)

—

(13)

—

1

(1)

(3)

17

12

19

136

Effective income tax rate

36

$

213

24.0%

$

212

37.0%

38.4%

(a) The U.S. federal corporate tax rate was reduced from 35% to 21%, as enacted by the TCJA, effective January 1, 2018.
(b) During 2017, PPL Electric recorded a deferred tax benefit related to the U.S. federal corporate income tax rate reduction from 35% to 21% enacted by the TCJA.
2018

2017

2016

Taxes, other than income
State gross receipts

$

Property and other

103

$

6
$

Total

109

102

$

100

$

105

5
$

107

5

(LKE)
The provision for LKE's deferred income taxes for regulated assets and liabilities is based upon the ratemaking principles reflected in rates established by the
KPSC, VSCC and the FERC. The difference in the provision for deferred income taxes for regulated assets and liabilities and the amount that otherwise would
be recorded under GAAP is deferred and included in "Regulatory assets" or "Regulatory liabilities" on the Balance Sheets.
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Significant components of LKE's deferred income tax assets and liabilities were as follows:
2018

2017

Deferred Tax Assets
Federal loss carryforwards

$

142

State loss carryforwards

$

150

33

41

169

181

Contributions in aid of construction

21

17

Regulatory liabilities

52

43

Accrued pension and postretirement costs

92

100

Income taxes due to customers

299

305

Deferred investment tax credits

32

33

Valuation allowances

(8)

(8)

Other

29

33

861

895

1,671

1,615

138

138

Federal tax credit carryforwards

Total deferred tax assets

Deferred Tax Liabilities
Plant - net
Regulatory assets
Other
Total deferred tax liabilities

8

8

1,817

1,761

$

Net deferred tax liability

956

$

866

At December 31, 2018, LKE had the following loss and tax credit carryforwards, related deferred tax assets, and valuation allowances recorded against the
deferred tax assets.
Deferred Tax
Asset

Gross

Valuation
Allowance

Expiration

Loss carryforwards
Federal net operating losses

$

674

Federal charitable contributions
State net operating losses

—

2031 - 2037

11

$

142
2

$

—

2020 - 2022

848

33

—

2029 - 2038

2025 - 2028, 2036

Credit carryforwards
Federal investment tax credit

133

—

Federal alternative minimum tax credit (a)

14

—

Indefinite

Federal - other

22

(8)

2019-2038

1

—

Indefinite

State - other
(a)

The TCJA repealed the corporate alternative minimum tax (AMT) for tax years beginning after December 31, 2017. The existing indefinite carryforward period for AMT credits
was retained.

Changes in deferred tax valuation allowances were:
Balance at
Beginning
of Period
2018

Additions

$

8

2017

11

2016

12

(a)

$

Balance
at End
of Period

Deductions
—
4 (a)
—

$

—

$

8

7 (b)

8

1 (b)

11

Federal tax credits expiring in 2021 that are more likely than not to expire before being utilized.

(b) Federal tax credit expiring.

Details of the components of income tax expense, a reconciliation of federal income taxes derived from statutory tax rates applied to "Income Before Income
Taxes" to income taxes for reporting purposes, and details of "Taxes, other than income"
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were:
2018

2017

2016

Income Tax Expense (Benefit)
Current - Federal

$

31

Current - State

$

74

$

(36)

4

6

1

35

80

(35)

Deferred - Federal (a)

65

268

248

Deferred - State

34

32

38

99

300

286

Total Current Expense (Benefit)

Total Deferred Expense, excluding benefits of operating loss carryforwards
Amortization of investment tax credit - Federal

(3)

(3)

(3)

Tax benefit of operating loss carryforwards
Deferred - Federal

(2)

(2)

10

Deferred - State

—

—

(1)

(2)

(2)

Total Tax Expense (Benefit) of Operating Loss Carryforwards

9

Total income taxes (b)

$

129

$

375

$

257

Total income tax expense - Federal

$

91

$

337

$

219

$

257

Total income tax expense - State

38
$

Total income taxes (b)

129

38
$

375

38

(a)

Due to the enactment of the TCJA in 2017, LKE recorded $112 million of deferred income tax expense, of which $108 million related to the impact of the U.S. federal corporate
income tax rate reduction from 35% to 21% on deferred tax assets and liabilities and $4 million related to valuation allowances on tax credits expiring in 2021.
(b) Excludes deferred federal and state tax expense (benefit) recorded to OCI of $5 million in 2018, $(10) million in 2017 and $(16) million in 2016.
2018

2017

2016

Reconciliation of Income Tax Expense
Federal income tax on Income Before Income Taxes at statutory tax rate (a)

$

121

$

242

$

240

Increase (decrease) due to:
State income taxes, net of federal income tax benefit
Amortization of investment tax credit
Amortization of excess deferred federal and state income taxes (b)
Stock-based compensation
Deferred tax impact of U.S. tax reform (c)
Deferred tax impact of state tax reform (d)
Other (e)
Total increase

22

26

26

(3)

(3)

(3)

(20)

(2)

(1)

1

1

—

112

—

9

—

—

(1)

(1)

8
$

Total income taxes

129

Effective income tax rate

(3)

(2)

133
$

375

22.5%

17
$

257

54.3%

37.5%

(a) The U.S. federal corporate tax rate was reduced from 35% to 21%, as enacted by the TCJA, effective January 1, 2018.
(b) During 2018, LKE recorded lower income tax expense for the amortization of excess deferred income taxes that primarily resulted from the U.S. federal corporate income tax
rate reduction from 35% to 21% enacted by the TCJA.
(c) During 2017, LKE recorded deferred income tax expense primarily due to the U.S. federal corporate income tax rate reduction from 35% to 21% enacted by the TCJA.
(d) During 2018, LKE recorded deferred income tax expense, primarily associated with LKE's non-regulated entities, due to the Kentucky corporate income tax rate reduction from
6% to 5%, as enacted by HB 487, effective January 1, 2018.
(e) During 2018, PPL filed its consolidated federal income tax return, which included updates to the TCJA provisional amounts recorded in 2017. The adjustments to the various
provisional amounts that are considered complete as of the filed tax return resulted in an immaterial impact to income tax expense and are discussed in the TCJA section above.
2018

2017

2016

Taxes, other than income
Property and other
Total

$

70

$

65

$

62

$

70

$

65

$

62

(LG&E)
The provision for LG&E's deferred income taxes for regulated assets and liabilities is based upon the ratemaking principles reflected in rates established by
the KPSC and the FERC. The difference in the provision for deferred income taxes for
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regulated assets and liabilities and the amount that otherwise would be recorded under GAAP is deferred and included in "Regulatory assets" or "Regulatory
liabilities" on the Balance Sheets.
Significant components of LG&E's deferred income tax assets and liabilities were as follows:
2018

2017

Deferred Tax Assets
Federal loss carryforwards

$

—

$

29

Contributions in aid of construction

14

11

Regulatory liabilities

24

21

Accrued pension and postretirement costs

16

14

Deferred investment tax credits

9

9

Income taxes due to customers

139

142

Other
Total deferred tax assets

15

19

217

245

751

724

88

88

Deferred Tax Liabilities
Plant - net
Regulatory assets
Other
Total deferred tax liabilities
$

Net deferred tax liability

6

5

845

817

628

$

572

LG&E expects to have adequate levels of taxable income to realize its recorded deferred income tax assets.
At December 31, 2018 LG&E had $6 million of federal credit carryforwards that expire from 2036 - 2038.
Details of the components of income tax expense, a reconciliation of federal income taxes derived from statutory tax rates applied to "Income Before Income
Taxes" to income taxes for reporting purposes, and details of "Taxes, other than income" were:
2018

2017

2016

Income Tax Expense (Benefit)
Current - Federal

$

Current - State

—

$

—

$

(22)

4

5

1

4

5

(21)

Deferred - Federal

51

112

Deferred - State

10

14

18

61

126

152

Total current Expense (Benefit)

Total Deferred Expense, excluding benefits of operating loss carryforwards
Amortization of investment tax credit - Federal

134

(1)

(1)

(1)

—

1

(4)

—

1

Tax benefit of operating loss carryforwards
Deferred - Federal
Total Tax Benefit of Operating Loss Carryforwards

(4)

Total income taxes

$

64

$

131

$

126

Total income tax expense - Federal

$

50

$

112

$

107

$

126

Total income tax expense - State

14
$

Total income taxes

64

19
$

131

19
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2018

2017

2016

Reconciliation of Income Tax Expense
Federal income tax on Income Before Income Taxes at statutory tax rate (a)

$

62

$

120

$

115

Increase (decrease) due to:
State income taxes, net of federal income tax benefit

11

14

Amortization of investment tax credit

(1)

(1)

(1)

Amortization of excess deferred federal and state income taxes (b)

(8)

(1)

—

Other

—

(1)

—

2

11

11

Total increase
$

Total income taxes

64

Effective income tax rate

$

131

21.5%

12

$

126

38.1%

38.3%

(a) The U.S. federal corporate tax rate was reduced from 35% to 21%, as enacted by the TCJA, effective January 1, 2018.
(b) During 2018, LG&E recorded lower income tax expense for the amortization of excess deferred income taxes that primarily resulted from the U.S. federal corporate income tax
rate reduction from 35% to 21% enacted by the TCJA.
2018

2017

2016

Taxes, other than income
Property and other
Total

$

36

$

33

$

32

$

36

$

33

$

32

(KU)
The provision for KU's deferred income taxes for regulated assets and liabilities is based upon the ratemaking principles reflected in rates established by the
KPSC, VSCC and the FERC. The difference in the provision for deferred income taxes for regulated assets and liabilities and the amount that otherwise would
be recorded under GAAP is deferred and included in "Regulatory assets" or "Regulatory liabilities" on the Balance Sheets.
Significant components of KU's deferred income tax assets and liabilities were as follows:
2018

2017

Deferred Tax Assets
Federal loss carryforwards

$

Contributions in aid of construction
Regulatory liabilities
Accrued pension and postretirement costs

—

$

13

7

6

28

22

7

7

Deferred investment tax credits

23

24

Income taxes due to customers

160

163

Other
Total deferred tax assets

3

8

228

243

911

882

50

50

Deferred Tax Liabilities
Plant - net
Regulatory assets
Other
Total deferred tax liabilities
$

Net deferred tax liability

2

2

963

934

735

$

691

KU expects to have adequate levels of taxable income to realize its recorded deferred income tax assets.
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Details of the components of income tax expense, a reconciliation of federal income taxes derived from statutory tax rates applied to "Income Before Income
Taxes" to income taxes for reporting purposes, and details of "Taxes, other than income" were:
2018

2017

2016

Income Tax Expense (Benefit)
Current - Federal

$

22

Current - State

$

—

$

31

6

7

5

28

7

36

Deferred - Federal

40

138

131

Deferred - State

10

16

19

50

154

150

Total Current Expense (Benefit)

Total Deferred Expense, excluding benefits of operating loss carryforwards
Amortization of investment tax credit - Federal

(2)

(2)

(2)

—

—

(21)

—

—

Tax benefit of operating loss carryforwards
Deferred - Federal
Total Tax Benefit of Operating Loss Carryforwards

(21)

Total income taxes

$

76

$

159

$

163

Total income tax expense - Federal

$

60

$

136

$

139

$

163

Total income tax expense - State

16
$

Total income taxes

76

23
$

2018

159

24

2017

2016

Reconciliation of Income Tax Expense
Federal income tax on Income Before Income Taxes at statutory tax rate (a)

$

76

$

146

$

150

Increase (decrease) due to:
State income taxes, net of federal income tax benefit

13

15

16

Amortization of investment tax credit

(2)

(2)

(2)

(12)

(1)

(1)

1

1

—

Amortization of excess deferred federal and state income taxes (b)
Other
Total increase (decrease)

—
$

Total income taxes

76

Effective income tax rate

13
$

159

21.0%

13
$

163

38.0%

38.1%

(a) The U.S. federal corporate tax rate was reduced from 35% to 21%, as enacted by the TCJA, effective January 1, 2018.
(b) During 2018, KU recorded lower income tax expense for the amortization of excess deferred income taxes that primarily resulted from the U.S. federal corporate income tax rate
reduction from 35% to 21% enacted by the TCJA.
2018

2017

2016

Taxes, other than income
Property and other
Total

$

34

$

32

$

30

$

34

$

32

$

30

Unrecognized Tax Benefits (All Registrants)
PPL or its subsidiaries file tax returns in four major tax jurisdictions. The income tax provisions for PPL Electric, LG&E and KU are calculated in accordance
with an intercompany tax sharing agreement, which provides that taxable income be calculated as if each domestic subsidiary filed a separate consolidated
return. Based on this tax sharing agreement, PPL Electric or its subsidiaries indirectly or directly file tax returns in two major tax jurisdictions, and LKE,
LG&E and KU or their subsidiaries indirectly or directly file tax returns in two major tax jurisdictions. With few exceptions, at December 31, 2018, these
jurisdictions, as well as the tax years that are no longer subject to examination, were as follows.
PPL

PPL Electric

LKE

LG&E

KU

U.S. (federal)

2013 and prior

2013 and prior

2013 and prior

2013 and prior

2013 and prior

Pennsylvania (state)

2011 and prior

2011 and prior

Kentucky (state)

2013 and prior

2013 and prior

2013 and prior

2013 and prior

U.K. (foreign)

2015 and prior
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Kentucky State Tax Reform (All Registrants)
HB 487, which became law on April 27, 2018, provides for significant changes to the Kentucky tax code including (1) adopting mandatory combined
reporting for corporate members of unitary business groups for taxable years beginning on or after January 1, 2019 (members of a unitary business group may
make an eight-year binding election to file consolidated corporate income tax returns with all members of their federal affiliated group) and (2) a reduction in
the Kentucky corporate income tax rate from 6% to 5% for taxable years beginning after December 31, 2017. LKE recognized a deferred tax charge of $9
million in the second quarter of 2018 primarily associated with the remeasurement of non-regulated accumulated deferred income tax balances.
As indicated in Note 1, LG&E's and KU's accounting for income taxes is impacted by rate regulation. Therefore, reductions in regulated accumulated deferred
income tax balances due to the reduction in the Kentucky corporate income tax rate to 5% under the provisions of HB 487 will result in amounts previously
collected from utility customers for these deferred taxes to be refundable to such customers in future periods. In the second quarter of 2018, LG&E and KU
recorded the impact of the reduced tax rate, related to the remeasurement of deferred income taxes, as an increase in regulatory liabilities of $16 million and
$19 million. In a separate regulatory proceeding, LG&E and KU have requested to begin returning state excess deferred income taxes to customers in
conjunction with the 2018 Kentucky base rate case, which was filed on September 28, 2018. See Note 7 for additional information related to the rate case
proceedings. PPL is evaluating the impact, if any, of unitary or elective consolidated income tax reporting on all its Registrants.
7. Utility Rate Regulation
Regulatory Assets and Liabilities
(All Registrants)
PPL, PPL Electric, LKE, LG&E and KU reflect the effects of regulatory actions in the financial statements for their cost-based rate-regulated utility operations.
Regulatory assets and liabilities are classified as current if, upon initial recognition, the entire amount related to an item will be recovered or refunded within
a year of the balance sheet date.
(PPL)
WPD is not subject to accounting for the effects of certain types of regulation as prescribed by GAAP and does not record regulatory assets and liabilities. See
Note 1 for additional information.
(PPL, LKE, LG&E and KU)
LG&E is subject to the jurisdiction of the KPSC and FERC, and KU is subject to the jurisdiction of the KPSC, FERC and VSCC.
LG&E's and KU's Kentucky base rates are calculated based on a return on capitalization (common equity, long-term debt and short-term debt) including
adjustments for certain net investments and costs recovered separately through other means. As such, LG&E and KU generally earn a return on regulatory
assets.
As a result of purchase accounting requirements, certain fair value amounts related to contracts that had favorable or unfavorable terms relative to market
were recorded on the Balance Sheets with an offsetting regulatory asset or liability. LG&E and KU recover in customer rates the cost of power purchases. As a
result, management believes the regulatory assets and liabilities created to offset the fair value amounts at LKE's acquisition date meet the recognition criteria
established by existing accounting guidance and eliminate any rate-making impact of the fair value adjustments. LG&E's and KU's customer rates continue to
reflect the original contracted prices for remaining contracts.
(PPL, LKE and KU)
KU's Virginia base rates are calculated based on a return on rate base (net utility plant plus working capital less accumulated deferred income taxes and
miscellaneous deductions). As all regulatory assets and liabilities, except the levelized fuel factor and regulatory assets or liabilities recorded for pension and
postretirement benefits and AROs related to certain CCR
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impoundments, are excluded from the return on rate base utilized in the calculation of Virginia base rates, no return is earned on the related assets.
KU's rates to 10 municipal customers for wholesale power requirements are calculated based on annual updates to a formula rate that utilizes a return on rate
base (net utility plant plus working capital less accumulated deferred income taxes and miscellaneous deductions). As all regulatory assets and liabilities,
except regulatory assets recorded for AROs related to certain CCR impoundments, are excluded from the return on rate base utilized in the development of
municipal rates, no return is earned on the related assets.
(PPL and PPL Electric)
PPL Electric's distribution base rates are calculated based on recovery of costs as well as a return on distribution rate base (net utility plant plus a working
capital allowance less plant-related deferred taxes and other miscellaneous additions and deductions). PPL Electric's transmission revenues are billed in
accordance with a FERC tariff that allows for recovery of transmission costs incurred, a return on transmission-related rate base (net utility plant plus a
working capital allowance less plant-related deferred taxes and other miscellaneous additions and deductions) and an automatic annual update. See
"Transmission Formula Rate" below for additional information on this tariff. All regulatory assets and liabilities are excluded from distribution and
transmission return on investment calculations; therefore, generally no return is earned on PPL Electric's regulatory assets.
(All Registrants)
The following table provides information about the regulatory assets and liabilities of cost-based rate-regulated utility operations at December 31:
PPL
2018

PPL Electric
2017

2018

2017

Current Regulatory Assets:
Environmental cost recovery

$

—

$

5

$

—

$

—

Generation formula rate

—

6

—

Gas supply clause

12

4

—

—

Smart meter rider

11

15

11

15

Plant outage costs

10

3

—

—

3

1

—

Other
Total current regulatory assets (a)

—

1

$

36

$

34

$

11

$

16

$

963

$

880

$

558

$

504

Noncurrent Regulatory Assets:
Defined benefit plans
Taxes recoverable through future rates

3

3

3

3

Storm costs

56

33

22

—

Unamortized loss on debt

45

54

22

29

Interest rate swaps

20

26

—

—

Terminated interest rate swaps

87

92

—

—

Accumulated cost of removal of utility plant

200

173

200

173

AROs

273

234

—

—

19

—

19

—

7

9

—

Act 129 compliance rider
Other
Total noncurrent regulatory assets

—

$

1,673

$

1,504

$

824

$

709

$

33

$

34

$

33

$

34

Current Regulatory Liabilities:
Generation supply charge
Transmission service charge

3

9

3

9

Environmental cost recovery

16

1

—

—

Universal service rider

27

26

27

26

3

9

3

9

20

—

3

—

5

8

5

8

15

8

—

—

Transmission formula rate
TCJA customer refund
Storm damage expense rider
Other
Total current regulatory liabilities

$

122

$

95

$

74

$

86
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PPL
2018

PPL Electric
2017

2018

2017

Noncurrent Regulatory Liabilities:
Accumulated cost of removal of utility plant

$

674

Power purchase agreement - OVEC

$

677

$

—

$

—

59

68

—

—

1,826

1,853

629

668

Defined benefit plans

37

27

5

—

Terminated interest rate swaps

72

74

—

—

TCJA customer refund

41

—

41

—

5

5

—

Net deferred taxes

Other
Total noncurrent regulatory liabilities

$

2,714

LKE
2018

$

2,704

$

675

LG&E
2017

2018

—
$

668

KU
2017

2018

2017

Current Regulatory Assets:
Plant outage costs

$

10

$

3

$

7

$

3

$

3

$

—

Generation formula rate

—

6

—

—

—

6

Gas supply clause

12

4

12

4

—

—

Other
Total current regulatory assets

3

5

2

5

1

—

$

25

$

18

$

21

$

12

$

4

$

6

$

405

$

376

$

249

$

234

$

156

$

142

Noncurrent Regulatory Assets:
Defined benefit plans
Storm costs

34

33

20

18

14

Unamortized loss on debt

23

25

15

16

8

9

Interest rate swaps

20

26

20

26

—

—

87

92

51

54

36

38

273

234

75

61

198

173

Terminated interest rate swaps
AROs
Other
Total noncurrent regulatory assets

7

9

1

$

849

$

795

$

$

16

$

1

$

2

15

6

7

431

$

411

$

418

$

384

6

$

—

$

10

$

1

Current Regulatory Liabilities:
Environmental cost recovery
Fuel adjustment clauses
Gas line tracker
TCJA customer refund

—

3

—

—

—

3

2

3

2

3

—

—

17

—

7

—

10

—

Generation formula Rate

7

—

—

—

7

—

Other

6

2

2

—

4

Total current regulatory liabilities

2

$

48

$

9

$

17

$

3

$

31

$

6

$

674

$

677

$

279

$

282

$

395

$

395

Noncurrent Regulatory Liabilities:
Accumulated cost of removal of utility plant
Power purchase agreement - OVEC

59

68

41

47

18

21

1,197

1,185

557

552

640

633

Defined benefit plans

32

27

—

—

32

27

Terminated interest rate swaps

72

74

36

37

36

37

5

5

2

1

3

Net deferred taxes

Other
Total noncurrent regulatory liabilities
(a)

$

2,039

$

2,036

$

915

$

919

$

1,124

4
$

1,117

For PPL, these amounts are included in "Other current assets" on the Balance Sheets.

Following is an overview of selected regulatory assets and liabilities detailed in the preceding tables. Specific developments with respect to certain of these
regulatory assets and liabilities are discussed in "Regulatory Matters."
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Defined Benefit Plans
(All Registrants)
Defined benefit plan regulatory assets and liabilities represent prior service cost and net actuarial gains and losses that will be recovered in defined benefit
plans expense through future base rates based upon established regulatory practices and, generally, are amortized over the average remaining service lives of
plan participants. These regulatory assets and liabilities are adjusted at least annually or whenever the funded status of defined benefit plans is remeasured.
Effective January 1, 2018, the Registrants adopted new accounting guidance that changes the income statement presentation of net periodic benefit cost and
limits the capitalization to the service cost component of net periodic benefit cost. The non-service costs or credits that would have been capitalized under
previous guidance are still able to be recovered through future base rates and are therefore now recognized as a regulatory asset or liability and amortized
over the weighted average useful life of the asset base on which those non-service costs would have been capitalized. As of December 31, 2018, the
regulatory liability balances were $11 million for PPL, $5 million for PPL Electric and $6 million for LKE and KU. As of December 31, 2018, the regulatory
asset balances were $1 million for PPL, LKE and LG&E.
(PPL, LKE, LG&E and KU)
As a result of the 2014 Kentucky rate case settlement that became effective July 1, 2015, the difference between pension cost calculated in accordance with
LG&E's and KU's pension accounting policy and pension cost calculated using a 15-year amortization period for actuarial gains and losses is recorded as a
regulatory asset. As of December 31, 2018, the balances were $45 million for PPL and LKE, $25 million for LG&E and $20 million for KU. As of
December 31, 2017, the balances were $33 million for PPL and LKE, $18 million for LG&E and $15 million for KU.
(All Registrants)
Storm Costs
PPL Electric, LG&E and KU have the ability to request from the PUC, KPSC and VSCC, as applicable, the authority to treat expenses related to specific
extraordinary storms as a regulatory asset and defer such costs for regulatory accounting and reporting purposes. Once such authority is granted, LG&E and
KU can request recovery of those expenses in a base rate case and begin amortizing the costs when recovery starts. PPL Electric can recover qualifying
expenses caused by major storm events, as defined in its retail tariff, over three years through the Storm Damage Expense Rider commencing in the
application year after the storm occurred. PPL Electric's regulatory assets for storm costs are being amortized through various dates ending in 2021. The
amortization period of LG&E's and KU's regulatory assets for storm costs are subject to the results of the current Kentucky rate case discussed below in
"Regulatory Matters - Kentucky Activities - Rate Case Proceedings."
Unamortized Loss on Debt
Unamortized loss on reacquired debt represents losses on long-term debt reacquired or redeemed that have been deferred and will be amortized and recovered
over either the original life of the extinguished debt or the life of the replacement debt (in the case of refinancing). Such costs are being amortized through
2029 for PPL Electric, through 2042 for KU, and through 2044 for LKE and LG&E.
Accumulated Cost of Removal of Utility Plant
LG&E and KU charge costs of removal through depreciation expense with an offsetting credit to a regulatory liability. The regulatory liability is relieved as
costs are incurred.
PPL Electric does not accrue for costs of removal. When costs of removal are incurred, PPL Electric records the costs as a regulatory asset. Such deferral is
included in rates and amortized over the subsequent five-year period.
TCJA Customer Refund
As a result of the reduced U.S. federal corporate income tax rate as enacted by the TCJA, the regulators of PPL Electric, LG&E and KU have ruled that these
tax benefits should be refunded to customers. In some instances, timing differences occur between the recognition of these tax benefits and the refund of the
benefit to the customers which create a regulatory asset or liability.
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LG&E and KU are currently distributing these amounts through the TCJA bill credit until tax-related savings will be reflected in base rates.
PPL Electric's current liability relates to the period of July 1, 2018 through December 31, 2018 and will be credited back to distribution customers through a
negative surcharge which became effective July 1, 2018. Additionally, PPL Electric's noncurrent liability balance relates to the period of January 1, 2018
through June 30, 2018 which is not yet reflected in distribution customer rates. PPL Electric must propose to the PUC the method by which it would like to
return the amount of this liability to customers at the earlier of May 2021 or PPL Electric's next rate case.
Net Deferred Taxes
Regulatory liabilities associated with net deferred taxes represent the future revenue impact from the adjustment of deferred income taxes required primarily
for excess deferred taxes and unamortized investment tax credits, largely a result of the TCJA enacted in 2017. See Note 6 for additional information on the
TCJA.
(PPL and PPL Electric)
Generation Supply Charge (GSC)
The GSC is a cost recovery mechanism that permits PPL Electric to recover costs incurred to provide generation supply to PLR customers who receive basic
generation supply service. The recovery includes charges for generation supply, as well as administration of the acquisition process. In addition, the GSC
contains a reconciliation mechanism whereby any over- or under-recovery from prior quarters is refunded to, or recovered from, customers through the
adjustment factor determined for the subsequent rate filing period.
Transmission Service Charge (TSC)
PPL Electric is charged by PJM for transmission service-related costs applicable to its PLR customers. PPL Electric passes these costs on to customers, who
receive basic generation supply service through the PUC-approved TSC cost recovery mechanism. The TSC contains a reconciliation mechanism whereby
any over- or under-recovery from customers is either refunded to, or recovered from, customers through the adjustment factor determined for the subsequent
year.
Transmission Formula Rate
PPL Electric's transmission revenues are billed in accordance with a FERC-approved Open Access Transmission Tariff that utilizes a formula-based rate
recovery mechanism. Under this formula, rates are put into effect in June of each year based upon prior year actual expenditures and current year forecasted
capital additions. Rates are then adjusted the following year to reflect actual annual expenses and capital additions, as reported in PPL Electric's annual
FERC Form 1, filed under the FERC's Uniform System of Accounts. Any difference between the revenue requirement in effect for the prior year and actual
expenditures incurred for that year is recorded as a regulatory asset or regulatory liability.
Storm Damage Expense Rider (SDER)
The SDER is a reconcilable automatic adjustment clause under which PPL Electric annually will compare actual storm costs to storm costs allowed in base
rates and refund or recover any differences from customers. In the 2015 rate case settlement approved by the PUC in November 2015, it was determined that
reportable storm damage expenses to be recovered annually through base rates will be set at $20 million. The SDER will recover from or refund to customers,
as appropriate, only applicable expenses from reportable storms that are greater than or less than $20 million recovered annually through base rates. Storm
costs incurred in PPL Electric's territory from a March 2018 storm will be amortized from 2019 through 2021.
Taxes Recoverable through Future Rates
Taxes recoverable through future rates represent the portion of future income taxes that will be recovered through future rates based upon established
regulatory practices. Accordingly, this regulatory asset is recognized when the offsetting deferred tax liability is recognized. For general-purpose financial
reporting, this regulatory asset and the deferred tax liability are not offset; rather, each is displayed separately. This regulatory asset is expected to be
recovered over the period that the underlying book-tax timing differences reverse and the actual cash taxes are incurred.
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Act 129 Compliance Rider
In compliance with Pennsylvania's Act 129 of 2008 and implementing regulations, PPL Electric is currently in Phase III of the energy efficiency and
conservation plan which was approved in June 2016. Phase III allows PPL Electric to recover the maximum $313 million over the five year period, June 1,
2016 through May 31, 2021. The plan includes programs intended to reduce electricity consumption. The recoverable costs include direct and indirect
charges, including design and development costs, general and administrative costs and applicable state evaluator costs. The rates are applied to customers
who receive distribution service through the Act 129 Compliance Rider. The actual Phase III program costs are reconcilable after each 12 month period, and
any over- or under-recovery from customers will be refunded or recovered over the next rate filing period.
Smart Meter Rider (SMR)
Act 129 requires each electric distribution company (EDC) with more than 100,000 customers to have a PUC approved Smart Meter Technology Procurement
and Installation Plan (SMP). Under its SMP, PPL Electric will replace its current meters with new meters that meet the Act 129 requirements by the end of
2019. Under Act 129, EDCs are able to recover the costs and earn a return on capital of providing smart metering technology. PPL Electric uses a mechanism
known as the Smart Meter Rider (SMR) to recover the costs to implement its SMP on a full and current basis. The SMR is a reconciliation mechanism
whereby any over-or under-recovery from prior years is refunded to, or recovered from, customers through the adjustment factor determined for the
subsequent quarters.
Universal Service Rider (USR)
The USR provides for recovery of costs associated with universal service programs, OnTrack and Winter Relief Assistance Program (WRAP), provided by PPL
Electric to residential customers. OnTrack is a special payment program for low-income households and WRAP provides low-income customers a means to
reduce electric bills through energy saving methods. The USR rate is applied to residential customers who receive distribution service. The actual program
costs are reconcilable, and any over- or under-recovery from customers will be refunded or recovered annually in the subsequent year.
(PPL, LKE, LG&E and KU)
Environmental Cost Recovery
Kentucky law permits LG&E and KU to recover the costs, including a return of operating expenses and a return of and on capital invested, of complying with
the Clean Air Act and those federal, state or local environmental requirements, which apply to coal combustion wastes and by-products from coal-fired
electricity generating facilities. The KPSC requires reviews of the past operations of the environmental surcharge for six-month and two-year billing periods
to evaluate the related charges, credits and rates of return, as well as to provide for the roll-in of ECR amounts to base rates each two-year period. The KPSC
has authorized a return on equity of 9.7% for all existing approved ECR plans and projects. The ECR regulatory asset or liability represents the amount that
has been under- or over-recovered due to timing or adjustments to the mechanism and is typically recovered within 12 months.
Fuel Adjustment Clauses
LG&E's and KU's retail electric rates contain a fuel adjustment clause, whereby variances in the cost of fuel to generate electricity, including transportation
costs, from the costs embedded in base rates are adjusted in LG&E's and KU's rates. The KPSC requires public hearings at six-month intervals to examine past
fuel adjustments and at two-year intervals to review past operations of the fuel adjustment clause and, to the extent appropriate, reestablish the fuel charge
included in base rates. The regulatory assets or liabilities represent the amounts that have been under- or over-recovered due to timing or adjustments to the
mechanism and are typically recovered within 12 months. LG&E's fuel adjustment clause asset is included within other current regulatory assets above.
KU also employs a levelized fuel factor mechanism for Virginia customers using an average fuel cost factor based primarily on projected fuel costs. The
Virginia levelized fuel factor allows fuel recovery based on projected fuel costs for the coming year plus an adjustment for any under- or over-recovery of fuel
expenses from the prior year. The regulatory assets or liabilities represent the amounts that have been under- or over-recovered due to timing or adjustments
to the mechanism and are typically recovered within 12 months.
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AROs
As discussed in Note 1, for LKE, LG&E and KU, all ARO accretion and depreciation expenses are reclassified as a regulatory asset. ARO regulatory assets
associated with certain CCR projects are amortized to expense in accordance with regulatory approvals. For other AROs, at the time of retirement, the related
ARO regulatory asset is offset against the associated cost of removal regulatory liability, PP&E and ARO liability.
Power Purchase Agreement - OVEC
As a result of purchase accounting associated with PPL's acquisition of LKE, the fair values of the OVEC power purchase agreement were recorded on the
balance sheets of LKE, LG&E and KU with offsets to regulatory liabilities. The regulatory liabilities are being amortized using the units-of-production
method until March 2026, the expiration date of the agreement at the date of the acquisition. See Notes 1, 13 and 18 for additional discussion of the power
purchase agreement.
Interest Rate Swaps
LG&E's unrealized gains and losses are recorded as regulatory assets or regulatory liabilities until they are realized as interest expense. Interest expense from
existing swaps is realized and recovered over the terms of the associated debt, which matures through 2033.
Terminated Interest Rate Swaps
Net realized gains and losses on all interest rate swaps are probable of recovery through regulated rates. As such, any gains and losses on these derivatives are
included in regulatory assets or liabilities and are primarily recognized in "Interest Expense" on the Statements of Income over the life of the associated debt.
Plant Outage Costs
The Stipulation to the 2016 Kentucky rate case that became effective July 1, 2017 provided for the normalization of expenses associated with plant outages
using an eight-year average. The eight-year average is comprised of four historical years' and four forecasted years' expenses. Plant outage expenses that are
greater or less than the eight-year average will be collected from or returned to customers, through future base rates. Prior year plant outage liabilities are
included within other current regulatory liabilities above.
(PPL, LKE and LG&E)
Gas Line Tracker
The GLT authorizes LG&E to recover its incremental operating expenses, depreciation, property taxes and cost of capital, including a return on equity, for
capital associated with the five year gas service riser, leak mitigation and customer service line ownership programs. As part of this program, LG&E makes
necessary repairs to the gas distribution system and assumes ownership of service lines when replaced. In the 2016 rate case, the KPSC approved additional
projects for recovery through the GLT mechanism related to further gas line replacements and transmission pipeline modernizations. Effective July 1, 2017,
LG&E is authorized to earn a 9.7% return on equity for the GLT mechanism. As part of the 2016 rate case, LG&E now annually files a combined application
which includes revised rates based on projected costs and a balancing adjustment calculation with rates effective on the first billing cycle in May. After the
completion of a plan year, the balancing adjustment, as part of the combined application filing to the KPSC, amends rates charged for the differences between
the actual costs and actual GLT charges for the preceding year. The regulatory assets or liabilities represent the amounts that have been under- or overrecovered due to these cost differences.
Gas Supply Clause
LG&E's natural gas rates contain a gas supply clause, whereby the expected cost of natural gas supply and variances between actual and expected costs from
prior periods are adjusted quarterly in LG&E's rates, subject to approval by the KPSC. The gas supply clause also includes a separate natural gas procurement
incentive mechanism, which allows LG&E's rates to be adjusted annually to share savings between the actual cost of gas purchases and market indices, with
the shareholders and the customers during each performance-based rate year (12 months ending October 31). The regulatory assets or liabilities represent the
total amounts that have been under- or over-recovered due to timing or adjustments to the mechanisms and are typically recovered within 18 months.
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(PPL, LKE and KU)
Generation Formula Rate
KU provides wholesale requirements service to its municipal customers and bills for this service pursuant to a FERC approved generation formula rate. Under
this formula, rates are put into effect each July utilizing a return on rate base calculation and actual expenses from the preceding year. The regulatory asset or
liability represents the difference between the revenue requirement in effect for the current year and actual expenditures incurred for the current year.
Regulatory Matters
(PPL, LKE, LG&E and KU)
Kentucky Activities
Rate Case Proceedings
On September 28, 2018, LG&E and KU filed requests with the KPSC for an increase in annual base electricity rates of approximately $112 million at KU and
increases in annual base electricity and gas rates of approximately $35 million and $25 million at LG&E. The proposed base rate increases would result in an
electricity rate increase of 6.9% at KU and electricity and gas rate increases of 3% and 7.5% at LG&E. As discussed in the "TCJA Impact on LG&E and KU
Rates" section below, LG&E's and KU's applications seek to include applicable changes associated with the TCJA in the calculation of the proposed base
rates and to terminate the TCJA bill credit mechanism when the new base rates go into effect.
New rates are expected to become effective on May 1, 2019. The applications are based on a forecasted test year of May 1, 2019 through April 30, 2020 with
a requested return-on-equity of 10.42%. A number of parties have been granted intervention requests in the proceeding. Data discovery and the filing of
written testimony will continue through February 2019 and a hearing is scheduled in March 2019. LG&E and KU cannot predict the outcome of these
proceedings.
CPCN Filing
On January 10, 2018, LG&E and KU filed an application for a CPCN with the KPSC requesting approval for implementing Advanced Metering Systems
across their Kentucky service territories, including gas operations for LG&E. The application projected completion in 2021 with estimated capital costs of
$166 million and $155 million for LG&E and KU. On August 30, 2018, the KPSC issued an Order denying the CPCN for full deployment of the Advanced
Metering Systems. The KPSC acknowledged the benefits of Advanced Metering Systems, expanded LG&E's and KU's Advanced Metering System pilot
programs and encouraged LG&E and KU to consider other items to enhance the customer experience. This decision is not expected to have a significant
impact on LG&E's and KU's results of operations.
TCJA Impact on LG&E and KU Rates
On December 21, 2017, Kentucky Industrial Utility Customers, Inc. submitted a complaint with the KPSC against LG&E and KU, as well as other utility
companies in Kentucky, alleging that their respective rates would no longer be fair, just and reasonable following the enactment of the TCJA, which reduced
the federal corporate tax rate from 35% to 21%. The complaint requested the KPSC to issue an order requiring LG&E and KU to begin deferring, as of January
1, 2018, the revenue requirement effect of all income tax expense savings resulting from the federal corporate income tax reduction, including the
amortization of excess deferred income taxes by recording those savings in a regulatory liability account and establishing a process by which the federal
corporate income tax savings will be passed back to customers.
On January 29, 2018, LG&E, KU, Kentucky Industrial Utility Customers, Inc. and the Office of the Attorney General reached a settlement agreement to
commence returning savings related to the TCJA to their customers through their ECR, DSM and LG&E's GLT rate mechanisms beginning in March 2018
and through a new bill credit mechanism from April 1, 2018 through April 30, 2019 and thereafter until tax-reform related savings are reflected in changes in
base rates. The estimated impact of the rate reduction represents approximately $91 million in KU electricity revenues ($70 million through the new bill
credit and $21 million through existing rate mechanisms), $69 million in LG&E electricity revenues ($49 million through the new bill credit and $20 million
through existing rate mechanisms) and $17 million in LG&E gas revenues (substantially all through the new bill credit) for the period January 2018 through
April 2019.
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On March 20, 2018, the KPSC issued an Order approving, with certain modifications, the settlement agreement reached between LG&E, KU, Kentucky
Industrial Utility Customers, Inc. and the Office of the Attorney General. The KPSC estimates that, pursuant to its modifications, electricity revenues would
incorporate reductions of approximately $108 million for KU ($87 million through the new bill credit and $21 million through existing rate mechanisms)
and $79 million for LG&E ($59 million through the new bill credit and $20 million through existing rate mechanisms). This represents $27 million ($17
million at KU and $10 million at LG&E) in additional reductions from the amounts proposed by the settlement. The KPSC's modifications to the settlement
include certain changes in assumptions or inputs used in assessing tax reform or calculating LG&E's and KU's electricity rates. LG&E gas rate reductions were
not modified significantly from the amount included in the settlement agreement.
On September 28, 2018, the KPSC issued an Order on reconsideration, pursuant to LG&E's and KU's petition, implementing rates reflecting electricity
revenue reductions of $101 million for KU ($80 million through the new bill credit and $21 million through existing rate mechanisms), $74 million for
LG&E electricity revenues ($54 million through the new bill credit and $20 million through existing rate mechanisms) and $16 million LG&E gas revenues
(substantially all through the new bill credit) for the period January 2018 through April 2019. This represents lower revenue reduction amounts than the
March 20, 2018 Order of approximately $13 million ($7 million at KU and $6 million at LG&E).
In January 2018, the VSCC ordered KU, as well as other utilities in Virginia, to accrue regulatory liabilities reflecting the Virginia jurisdictional revenue
requirement impacts of the reduced federal corporate tax rate. In March 2018, KU reached a settlement agreement regarding its rate case in Virginia. New
rates, inclusive of TCJA impacts, were effective June 1, 2018. The settlement also stipulates that actual tax savings for the five month period prior to new
rates taking effect would be addressed through KU's annual information filing for calendar year 2018. In May 2018, the VSCC approved the settlement
agreement. The TCJA and rate case are not expected to have a significant impact on KU's financial condition or results of operations related to Virginia.
On November 15, 2018, the FERC issued a Policy Statement which stated that the appropriate ratemaking treatment for changes in accumulated deferred
income taxes as a result of the TCJA will be addressed in a Notice of Proposed Rulemaking. Also on November 15, 2018, the FERC issued the Notice of
Proposed Rulemaking which proposes that public utility transmission providers include mechanisms in their formula rates to deduct excess accumulated
deferred income taxes from, or add deficient accumulated deferred income taxes to, rate base and adjust their income tax allowances by amortized excess or
deficient accumulated deferred income taxes. The Notice of Proposed Rulemaking did not prescribe the mechanism companies should use to adjust their
formula rates. LG&E and KU are currently assessing the Notice of Proposed Rulemaking and are continuing to monitor guidance issued by the FERC. On
February 5, 2019, in connection with a separate element of federal and Kentucky state tax reform effects, LG&E and KU filed a request with the FERC to
amend their transmission formula rates, effective June 1, 2019, to incorporate reductions to corporate income tax rates as a result of the TCJA and HB 487.
LG&E and KU do not anticipate the impact of the TCJA related to their FERC-jurisdictional rates to be significant.
(LKE and LG&E)
Gas Franchise
LG&E’s gas franchise agreement for the Louisville/Jefferson County service area expired in March 2016. In August 2016, LG&E and Louisville/Jefferson
County entered into a revised 5-year franchise agreement (with renewal options). The franchise fee may be modified at Louisville/Jefferson County's election
upon 60 days' notice. However, any franchise fee is capped at 3% of gross receipts for natural gas service within the franchise area. The agreement further
provides that if the KPSC determines that the franchise fee should be recovered from LG&E's Louisville/Jefferson county customers in the franchise areas as a
separate line item on their bill, the franchise fee will revert to zero. In August 2016, LG&E filed an application requesting the KPSC to review and rule upon
the recoverability of the franchise fee.
On March 14, 2018, the KPSC issued an Order authorizing the franchise fee to be recovered only from LG&E's Louisville/Jefferson County customers in the
franchise area. As a result, the franchise fee will continue to be zero in accordance with the terms of the August 2016, 5-year gas franchise agreement.
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(PPL and PPL Electric)
Pennsylvania Activities
TCJA Impact on PPL Electric Rates
On February 12, 2018, the PUC issued a Secretarial Letter requesting certain information from regulated utilities and inviting comment from interested parties
on potential revision to customer rates as a result of enactment of the TCJA. PPL Electric submitted its response to the Secretarial Letter on March 9, 2018. On
March 15, 2018, the PUC issued a Temporary Rates Order to allow time to determine the manner in which rates could be adjusted in response to the TCJA.
The PUC issued another Temporary Rates Order on May 17, 2018 to address the impact of the TCJA and indicated that utilities without a currently pending
general rate proceeding would receive a utility specific order. The PUC issued an Order specific to PPL Electric on May 17, 2018 that required PPL Electric to
file a tariff or tariff supplement by June 15, 2018 to establish (a) temporary rates to be effective July 1, 2018, and (b) to record a deferred regulatory liability to
reflect the tax savings associated with the TCJA for the period January 1 through June 30, 2018. On June 8, 2018, PPL Electric submitted a petition to the
PUC to charge a negative surcharge of 7.05% to reflect the estimated 2018 tax savings associated with the TCJA. The PUC approved PPL Electric's petition
on June 14, 2018 and PPL Electric filed a tariff on June 15, 2018 reflecting the increased negative surcharge. PPL Electric recorded a $41 million noncurrent
regulatory liability and a corresponding reduction of revenue to be distributed to customers pursuant to a future rate adjustment related to the period January
1, 2018 through June 30, 2018.
On March 15, 2018, the FERC issued a Notice of Inquiry seeking information on whether and how it should address changes to FERC-jurisdictional rates
relating to accumulated deferred income taxes and bonus depreciation resulting from passage of the TCJA. On March 16, 2018, PPL Electric filed a waiver
request, pursuant to Rule 207(a)(5) of the Rules of Practice and Procedure of the FERC, to accelerate incorporation of the changes to the federal corporate
income tax rate in its transmission formula rate commencing on June 1, 2018 rather than allowing the TCJA tax rate reduction to be initially incorporated in
PPL Electric's June 1, 2019 transmission formula rate. The waiver was approved on April 23, 2018 and PPL Electric submitted its transmission formula rate,
reflecting the TCJA rate reduction, on April 27, 2018. In addition, on May 21, 2018, PPL Electric, as part of a PJM Transmission Owners joint filing,
submitted comments in response to the FERC's March 15, 2018 Notice of Inquiry. The filing requested guidance on how the reduction in accumulated
deferred income taxes, resulting from the TCJA reduced federal corporate income tax rate, should be treated for ratemaking purposes. On November 15, 2018,
the FERC issued a Policy Statement which stated that the appropriate ratemaking treatment for changes in accumulated deferred income taxes as a result of
the TCJA will be addressed in a Notice of Proposed Rulemaking. Also on November 15, 2018, the FERC issued the Notice of Proposed Rulemaking which
proposes that public utility transmission providers should include mechanisms in their formula rates to deduct excess accumulated deferred income taxes
from, or add deficient accumulated deferred income taxes to, rate base and adjust their income tax allowances by amortized excess or deficient accumulated
deferred income taxes. The Notice of Proposed Rulemaking did not prescribe the mechanism companies should use to adjust their formula rates. PPL Electric
is currently assessing the Notice of Proposed Rulemaking and is continuing to monitor guidance issued by the FERC. The changes, related to accumulated
deferred income taxes impacting the transmission formula rate revenues, have not been significant since the new rate went into effect on June 1, 2018.
Federal Matters
(PPL and PPL Electric)
FERC Formula Rate
In April 2018, PPL Electric filed its annual transmission formula rate update with the FERC, reflecting a revised revenue requirement, which includes the
impact of the TCJA. The filing establishes the revenue requirement used to set rates that took effect in June 2018. The time period for any challenges to PPL
Electric's annual update has expired. No formal challenges were submitted.
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(PPL, LKE, LG&E and KU)
FERC Transmission Rate Filing
On August 3, 2018, LG&E and KU submitted an application to the FERC requesting elimination of certain on-going credits to a sub-set of transmission
customers relating to the 1998 merger of LG&E's and KU's parent entities and the 2006 withdrawal of LG&E and KU from the Midcontinent Independent
System Operator, Inc. (MISO), a regional transmission operator and energy market. The application seeks termination of LG&E's and KU's commitment to
provide mitigation for certain horizontal market power concerns arising out of the 1998 merger for certain transmission service between MISO and LG&E and
KU. The affected transmission customers are a limited number of municipal entities in Kentucky. The amounts at issue are generally waivers or credits for
either LG&E and KU or for MISO transmission charges depending upon the direction of transmission service incurred by the municipalities. LG&E and KU
estimate that such charges may average approximately $22 million annually, depending upon actual transmission customer and market volumes, structures
and prices, with such charges allocated according to LG&E's and KU's respective transmission system ownership ratio. Due to the development of robust
accessible energy markets over time, LG&E and KU believe the mitigation commitments are no longer relevant or appropriate. LG&E and KU currently
receive recovery of such expenses in other rate mechanisms. LG&E and KU cannot predict the outcome of the proceeding, including any effects on their
financial condition or results of operations.
Transmission Customer Complaint
On September 21, 2018, a transmission customer filed a complaint with the FERC against LG&E and KU alleging LG&E and KU have violated and continue
to violate their obligations under an existing rate schedule to credit this customer for certain transmission charges from MISO. On October 11, 2018, LG&E
and KU filed an answer to the complaint arguing such MISO transmission transactions are not covered by the rate schedule, and the amounts in question are
not eligible for credits. LG&E and KU cannot predict the outcome of the proceeding, but believe that any potential required credits, including amounts
currently reserved, would be subject to rate recovery.
Other
Purchase of Receivables Program
(PPL and PPL Electric)
In accordance with a PUC-approved purchase of accounts receivable program, PPL Electric purchases certain accounts receivable from alternative electricity
suppliers at a discount, which reflects a provision for uncollectible accounts. The alternative electricity suppliers have no continuing involvement or interest
in the purchased accounts receivable. Accounts receivable that are acquired are initially recorded at fair value on the date of acquisition. During 2018, 2017
and 2016, PPL Electric purchased $1.3 billion, $1.3 billion and $1.4 billion of accounts receivable from alternative suppliers.
8. Financing Activities
Credit Arrangements and Short-term Debt
(All Registrants)
The Registrants maintain credit facilities to enhance liquidity, provide credit support and provide a backstop to commercial paper programs. For reporting
purposes, on a consolidated basis, the credit facilities and commercial paper programs of PPL Electric, LKE, LG&E and KU also apply to PPL and the credit
facilities and commercial paper programs of LG&E and KU also apply to LKE. The amounts borrowed below are recorded as "Short-term debt" on the Balance
Sheets except for borrowings under LG&E's Term Loan Facility which are recorded as "Long-term debt due within one year" on the December 31, 2018
Balance Sheet and "Long-term debt" on the December 31, 2017 Balance Sheet. The following credit facilities were in place at:
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December 31, 2018

Expiration
Date

Capacity

December 31, 2017
Letters of
Credit
and
Commercial
Paper
Issued

Borrowed

Unused Capacity

Letters of
Credit
and
Commercial
Paper
Issued

Borrowed

PPL
U.K.
WPD plc
Syndicated Credit Facility (a) (c)

Jan. 2023

£

210

£

157

£

—

£

54

£

148

£

—

WPD (South West)
Syndicated Credit Facility (a) (c)

July 2021

245

—

—

245

—

—

July 2021

300

38

—

262

180

—

July 2021

300

—

—

300

120

—

130

—

4

126

—

WPD (East Midlands)
Syndicated Credit Facility (a) (c)
WPD (West Midlands)
Syndicated Credit Facility (a) (c)
Uncommitted Credit Facilities
Total U.K. Credit Facilities (b)

4

£

1,185

£

195

£

4

£

987

£

448

£

4

$

950

$

—

$

669

$

281

$

—

$

230

U.S.
PPL Capital Funding
Syndicated Credit Facility (c) (d)

Jan. 2023

Bilateral Credit Facility (c) (d)

Mar. 2019

Total PPL Capital Funding Credit
Facilities

100

—

15

85

—

18

$

1,050

$

—

$

684

$

366

$

—

$

248

Jan. 2023

$

650

$

—

$

1

$

649

$

—

$

1

Syndicated Credit Facility (c) (d)

Jan. 2023

$

500

$

—

$

279

$

221

$

—

$

199

Term Loan Credit Facility (c) (e)

Oct. 2019

199

PPL Electric
Syndicated Credit Facility (c) (d)
LG&E

Total LG&E Credit Facilities

200

200

—

—

100

—

$

700

$

200

$

279

$

221

$

100

$

$

400

$

—

$

235

$

165

$

—

$

KU
Syndicated Credit Facility (c) (d)

Jan. 2023

Letter of Credit Facility (c) (d) (f)

Oct. 2020

Total KU Credit Facilities

198
$

598

—
$

—

198
$

433

—
$

165

—
$

—

45
198

$

243

(a)

The facilities contain financial covenants to maintain an interest coverage ratio of not less than 3.0 times consolidated earnings before income taxes, depreciation and amortization
and total net debt not in excess of 85% of its RAV, calculated in accordance with the credit facility.
(b) The WPD plc amounts borrowed at December 31, 2018 and 2017 included USD-denominated borrowings of $200 million for both periods, which bore interest at 3.17% and
2.17%. The unused capacity reflects the amount borrowed in GBP of £156 million as of the date borrowed. The WPD (East Midlands) amount borrowed at December 31, 2018
and December 31, 2017 was a GBP-denominated borrowing, which equated to $48 million and $244 million and bore interest at 1.12%. and 0.89%. The WPD (West Midlands)
amount borrowed at December 31, 2017 was a GBP-denominated borrowing, which equated to $162 million and bore interest at 0.89%. At December 31, 2018, the unused
capacity under the U.K. credit facilities was approximately $1.3 billion.
(c) Each company pays customary fees under its respective facility and borrowings generally bear interest at LIBOR-based rates plus an applicable margin.
(d) The facilities contain a financial covenant requiring debt to total capitalization not to exceed 70% for PPL Capital Funding, PPL Electric, LKE, LG&E and KU, as calculated in
accordance with the facilities and other customary covenants. Additionally, as it relates to the syndicated and bilateral credit facilities and subject to certain conditions, PPL Capital
Funding may request that the capacity of its facility expiring in March 2019 be increased by up to $30 million, LG&E and KU each may request up to a $100 million increase in
its facility's capacity.
(e) LG&E entered into a term loan credit agreement in October 2017 whereby it may borrow up to $200 million. The outstanding borrowings at December 31, 2018 and December
31, 2017 bore interest at an average rate of 2.97% and 2.06%.
(f) KU's letter of credit facility agreement allows for certain payments under the letter of credit facility to be converted to loans rather than requiring immediate payment.

PPL, PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund short-term liquidity needs, as
necessary. Commercial paper issuances, included in "Short-term debt" on the Balance Sheets, are supported by the respective Registrant's credit facilities. The
following commercial paper programs were in place at:
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December 31, 2018
Weighted Average
Interest Rate
PPL Capital Funding

2.82%

Capacity
$

PPL Electric
LG&E

2.94%

KU

2.94%
Total

1,000

$

Weighted Average
Interest Rate

Unused
Capacity

669

$

331

—

650

350

279

71

1.83%

115

1.97%

2,350

235
$

1,183

$

Commercial
Paper
Issuances

1.64%

650
350
$

December 31, 2017

Commercial
Paper
Issuances

$

230
—
199
45

1,167

$

474

(PPL Electric, LKE, LG&E and KU)
See Note 14 for discussion of intercompany borrowings.
Long-term Debt (All Registrants)
December 31,
Weighted-Average
Rate (g)

Maturities (g)

2018

2017

PPL
U.S.
Senior Unsecured Notes

3.88%

2020 - 2047

Senior Secured Notes/First Mortgage Bonds (a) (b) (c)

3.99%

2019 - 2048

$

7,705

7,314

Junior Subordinated Notes

5.68%

2067 - 2073

930

930

Term Loan Credit Facility

2.97%

2019

Total U.S. Long-term Debt

4,325

$

4,575

200

100

13,160

12,919

U.K.
Senior Unsecured Notes (d)

5.13%

2020 - 2040

6,471

6,351

Index-linked Senior Unsecured Notes (e)

1.45%

2026 - 2056

1,063

1,012

Total U.K. Long-term Debt (f)
Total Long-term Debt Before Adjustments

Fair market value adjustments
Unamortized premium and (discount), net (e)

7,534

7,363

20,694

20,282

16

21

9

Unamortized debt issuance costs

14

(120)

Total Long-term Debt

(122)

20,599

Less current portion of Long-term Debt

20,195

530

Total Long-term Debt, noncurrent

348

$

20,069

$

19,847

$

3,739

$

3,339

PPL Electric
Senior Secured Notes/First Mortgage Bonds (a) (b)

4.22%

2020 - 2048

Total Long-term Debt Before Adjustments

3,739

Unamortized discount

(18)

Unamortized debt issuance costs

(27)

Total Long-term Debt
Less current portion of Long-term Debt
$

Total Long-term Debt, noncurrent

3,339

(16)
(25)

3,694

3,298

—

—

3,694

$

3,298
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December 31,
Weighted-Average
Rate (g)

Maturities (g)

2018

2017

LKE
Senior Unsecured Notes

3.97%

2020 - 2021

Term Loan Credit Facility

2.97%

2019

$

200

100

First Mortgage Bonds (a) (c)

3.76%

2019 - 2045

3,966

3,975

Long-term debt to affiliate

3.69%

2026 - 2028

Total Long-term Debt Before Adjustments

725

650

400
5,200

(13)

Unamortized debt issuance costs

(26)

(14)
(27)

5,502

Less current portion of Long-term Debt

5,159

530
$

Total Long-term Debt, noncurrent

725

5,541

Unamortized discount
Total Long-term Debt

$

98

4,972

$

200

$

5,061

LG&E
Term Loan Credit Facility

2.97%

2019

First Mortgage Bonds (a) (c)

3.58%

2019 - 2045

$

Total Long-term Debt Before Adjustments

Unamortized discount
Unamortized debt issuance costs
Total Long-term Debt

1,624

1,824

1,724

(4)

(4)

(11)

(11)

1,809

Less current portion of Long-term Debt

1,709

434

Total Long-term Debt, noncurrent

100

1,624

98

$

1,375

$

1,611

$

2,342

$

2,351

KU
First Mortgage Bonds (a) (c)

3.89%

2019 - 2045

Total Long-term Debt Before Adjustments

2,342

Unamortized discount
Unamortized debt issuance costs
Total Long-term Debt

(8)

(9)

(13)

(14)

2,321

Less current portion of Long-term Debt

2,328

96
$

Total Long-term Debt, noncurrent
(a)

2,351

2,225

—
$

2,328

Includes PPL Electric's senior secured and first mortgage bonds that are secured by the lien of PPL Electric's 2001 Mortgage Indenture, which covers substantially all electric
distribution plant and certain transmission plant owned by PPL Electric. The carrying value of PPL Electric's property, plant and equipment was approximately $9.4 billion and
$8.5 billion at December 31, 2018 and 2017.
Includes LG&E's first mortgage bonds that are secured by the lien of the LG&E 2010 Mortgage Indenture which creates a lien, subject to certain exceptions and exclusions, on
substantially all of LG&E's real and tangible personal property located in Kentucky and used or to be used in connection with the generation, transmission and distribution of
electricity and the storage and distribution of natural gas. The aggregate carrying value of the property subject to the lien was $5.1 billion and $4.7 billion at December 31, 2018
and 2017.

Includes KU's first mortgage bonds that are secured by the lien of the KU 2010 Mortgage Indenture which creates a lien, subject to certain exceptions and exclusions, on
substantially all of KU's real and tangible personal property located in Kentucky and used or to be used in connection with the generation, transmission and distribution of
electricity. The aggregate carrying value of the property subject to the lien was $6.3 billion and $6.0 billion at December 31, 2018 and 2017.
(b) Includes PPL Electric's series of senior secured bonds that secure its obligations to make payments with respect to each series of Pollution Control Bonds that were issued by the
LCIDA and the PEDFA on behalf of PPL Electric. These senior secured bonds were issued in the same principal amount, contain payment and redemption provisions that
correspond to and bear the same interest rate as such Pollution Control Bonds. These senior secured bonds were issued under PPL Electric's 2001 Mortgage Indenture and are
secured as noted in (a) above. This amount includes $224 million of which PPL Electric is allowed to convert the interest rate mode on the bonds from time to time to a
commercial paper rate, daily rate, weekly rate, or term rate of at least one year and $90 million that may be redeemed, in whole or in part, at par beginning in October 2020, and
are subject to mandatory redemption upon determination that the interest rate on the bonds would be included in the holders' gross income for federal tax purposes.
(c) Includes LG&E's and KU's series of first mortgage bonds that were issued to the respective trustees of tax-exempt revenue bonds to secure its respective obligations to make
payments with respect to each series of bonds. The first mortgage bonds were issued in the same principal amounts, contain payment

184

Source: PPL CORP, 10-K, February 14, 2019

Powered by Morningstar® Document Research℠

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

Table of Contents
and redemption provisions that correspond to and bear the same interest rate as such tax-exempt revenue bonds. These first mortgage bonds were issued under the LG&E 2010
Mortgage Indenture and the KU 2010 Mortgage Indenture and are secured as noted in (a) above. The related tax-exempt revenue bonds were issued by various governmental
entities, principally counties in Kentucky, on behalf of LG&E and KU. The related revenue bond documents allow LG&E and KU to convert the interest rate mode on the bonds
from time to time to a commercial paper rate, daily rate, weekly rate, term rate of at least one year or, in some cases, an auction rate or a LIBOR index rate.
At December 31, 2018, the aggregate tax-exempt revenue bonds issued on behalf of LG&E and KU that were in a term rate mode totaled $505 million for LKE, comprised of
$391 million and $114 million for LG&E and KU respectively. At December 31, 2018, the aggregate tax-exempt revenue bonds issued on behalf of LG&E and KU that were in a
variable rate mode totaled $375 million for LKE, comprised of $147 million and $228 million for LG&E and KU respectively. These variable rate tax-exempt revenue bonds are
subject to tender for purchase by LG&E and KU at the option of the holder and to mandatory tender for purchase by LG&E and KU upon the occurrence of certain events.
(d) Includes £225 million ($287 million at December 31, 2018) of notes that may be redeemed, in total but not in part, on December 21, 2026, at the greater of the principal value or
a value determined by reference to the gross redemption yield on a nominated U.K. Government bond.
(e) The principal amount of the notes issued by WPD (South West), WPD (East Midlands) and WPD (South Wales) is adjusted based on changes in a specified index, as detailed in the
terms of the related indentures. The adjustment to the principal amounts from 2017 to 2018 was an increase of approximately £26 million ($33 million) resulting from inflation.
In addition, this amount includes £319 million ($407 million at December 31, 2018) of notes issued by WPD (South West) that may be redeemed, in total by series, on
December 1, 2026, at the greater of the adjusted principal value and a make-whole value determined by reference to the gross real yield on a nominated U.K. government bond.
(f) Includes £5.3 billion ($6.7 billion at December 31, 2018) of notes that may be put by the holders to the issuer for redemption if the long-term credit ratings assigned to the notes
are withdrawn by any of the rating agencies (Moody's or S&P) or reduced to a non-investment grade rating of Ba1 or BB+ or lower in connection with a restructuring event,
which includes the loss of, or a material adverse change to, the distribution licenses under which the issuer operates.
(g) The table reflects principal maturities only, based on stated maturities or earlier put dates, and the weighted-average rates as of December 31, 2018.

None of the outstanding debt securities noted above have sinking fund requirements. The aggregate maturities of long-term debt, based on stated maturities
or earlier put dates, for the periods 2019 through 2023 and thereafter are as follows:
PPL
Electric

PPL
2019

$

530

$

LKE
—

$

LG&E
530

$

KU
434

$

96

2020

1,266

100

975

—

500

2021

1,248

400

348

98

—

2022

1,274

474

—

—

—

2023

2,233

90

13

—

13

Thereafter
Total

14,143
$

20,694

2,675
$

3,739

3,675
$

5,541

1,292
$

1,824

1,733
$

2,342

(PPL)
In March 2018, WPD (South Wales) issued £30 million of 0.01% Index-linked Senior Notes due 2036. WPD (South Wales) received proceeds of £31 million,
which equated to $44 million at the time of issuance, net of fees and including a premium. The principal amount of the notes is adjusted based on changes in
a specified index, as detailed in the terms of the related indenture. The proceeds were used for general corporate purposes.
In May 2018, WPD (West Midlands) issued £30 million of 0.01% Index-linked Senior Notes due 2028. WPD (West Midlands) received proceeds of £31
million, which equated to $41 million at the time of issuance, net of fees and including a premium. The principal amount of the notes is adjusted based on
changes in a specified index, as detailed in the terms of the related indenture. The proceeds were used for general corporate purposes.
In June 2018, PPL Capital Funding repaid the entire $250 million principal amount of its 1.90% Senior Note upon maturity.
In October 2018, WPD plc issued £350 million of 3.5% Senior Notes due 2026. WPD plc received proceeds of £346 million, which equated to $456 million
at the time of issuance, net of fees and a discount. The proceeds were used for general corporate purposes.
(PPL and PPL Electric)
In June 2018, PPL Electric issued $400 million of 4.15% First Mortgage Bonds due 2048. PPL Electric received proceeds of $394 million, net of a discount
and underwriting fees, which were used to repay short-term debt and for general corporate purposes.
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(PPL, LKE and LG&E)
In March 2018, the County of Trimble, Kentucky remarketed $28 million of Pollution Control Revenue Bonds, 2001 Series A (Louisville Gas and Electric
Company Project) due 2026 previously issued on behalf of LG&E. The bonds were remarketed at a long-term rate and will bear interest at 2.30% through
their mandatory purchase date of September 1, 2021.
In May 2018, the County of Trimble, Kentucky remarketed $35 million of Pollution Control Revenue Bonds, 2001 Series B (Louisville Gas and Electric
Company Project) due 2027 previously issued on behalf of LG&E. The bonds were remarketed at a long-term rate and will bear interest at 2.55% through
their mandatory purchase date of May 3, 2021.
In May 2018, the County of Jefferson, Kentucky remarketed $35 million of Pollution Control Revenue Bonds, 2001 Series B (Louisville Gas and Electric
Company Project) due 2027 previously issued on behalf of LG&E. The bonds were remarketed at a long-term rate and will bear interest at 2.55% through
their mandatory purchase date of May 3, 2021.
(LKE)
In May 2018, LKE borrowed $250 million from a PPL affiliate through the issuance of a 4% ten-year note due 2028. The proceeds were used to repay its
outstanding notes payable to a PPL Energy Funding subsidiary. See Note 14 for additional information related to intercompany borrowings.
Legal Separateness (All Registrants)
The subsidiaries of PPL are separate legal entities. PPL's subsidiaries are not liable for the debts of PPL. Accordingly, creditors of PPL may not satisfy their
debts from the assets of PPL's subsidiaries absent a specific contractual undertaking by a subsidiary to pay PPL's creditors or as required by applicable law or
regulation. Similarly, PPL is not liable for the debts of its subsidiaries, nor are its subsidiaries liable for the debts of one another. Accordingly, creditors of
PPL's subsidiaries may not satisfy their debts from the assets of PPL or its other subsidiaries absent a specific contractual undertaking by PPL or its other
subsidiaries to pay the creditors or as required by applicable law or regulation.
Similarly, the subsidiaries of PPL Electric and LKE are each separate legal entities. These subsidiaries are not liable for the debts of PPL Electric and LKE.
Accordingly, creditors of PPL Electric and LKE may not satisfy their debts from the assets of their subsidiaries absent a specific contractual undertaking by a
subsidiary to pay the creditors or as required by applicable law or regulation. Similarly, PPL Electric and LKE are not liable for the debts of their subsidiaries,
nor are their subsidiaries liable for the debts of one another. Accordingly, creditors of these subsidiaries may not satisfy their debts from the assets of PPL
Electric and LKE (or their other subsidiaries) absent a specific contractual undertaking by that parent or other subsidiary to pay such creditors or as required
by applicable law or regulation.
(PPL)
Equity Securities
Equity Forward Contracts
In May 2018, PPL completed a registered underwritten public offering of 55 million shares of its common stock. In conjunction with that offering, the
underwriters exercised an option to purchase 8.25 million additional shares of PPL common stock solely to cover over-allotments.
In connection with the registered public offering, PPL entered into forward sale agreements with two counterparties covering the 63.25 million shares of PPL
common stock. Full settlement of these forward sale agreements will occur no later than November 2019. Upon any physical settlements of any forward sale
agreement, PPL will issue and deliver to the applicable forward counterparty shares of its common stock in exchange for cash proceeds per share equal to the
forward sale price. The forward sale price will be calculated based on an initial forward price of $26.7057 per share, reduced during the period the applicable
forward contract is outstanding as specified in such forward sale agreement. PPL may, in certain circumstances, elect cash settlement or net share settlement
for all or a portion of its rights or obligations under each forward sale agreement. The forward sale agreements are classified as equity transactions. PPL only
receives proceeds and issues shares of common stock upon any settlements of the forward sale agreements. PPL intends to use net proceeds that it receives
upon any settlement for general corporate purposes.
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In September 2018, PPL settled a portion of the initial forward sale agreements by issuing 20 million shares of PPL common stock, resulting in net cash
proceeds of $520 million. For the unsettled portion of the agreements, the only impact to the financial statements will be the inclusion of incremental shares
within the calculation of diluted EPS using the Treasury Stock Method. See Note 5 for information on the forward sale agreements impact on the calculation
of diluted EPS.
ATM Program
In February 2018, PPL entered into an equity distribution agreement, pursuant to which PPL may sell, from time to time, up to an aggregate of $1.0 billion of
its common stock through an at-the-market offering program; including a forward sales component. The compensation paid to the selling agents by PPL may
be up to 2% of the gross offering proceeds of the shares. PPL issued 4.2 million shares of common stock and received gross proceeds of $119 million for the
year ended December 31, 2018.
Distributions and Related Restrictions
In November 2018, PPL declared its quarterly common stock dividend, payable January 2, 2019, at 41.0 cents per share (equivalent to $1.64 per annum). On
February 14, 2019, PPL announced that the company is increasing its common stock dividend to 41.25 cents per share on a quarterly basis (equivalent to
$1.65 per annum). Future dividends, declared at the discretion of the Board of Directors, will depend upon future earnings, cash flows, financial and legal
requirements and other factors.
Neither PPL Capital Funding nor PPL may declare or pay any cash dividend or distribution on its capital stock during any period in which PPL Capital
Funding defers interest payments on its 2007 Series A Junior Subordinated Notes due 2067 or 2013 Series B Junior Subordinated Notes due 2073. At
December 31, 2018, no interest payments were deferred.
WPD subsidiaries have financing arrangements that limit their ability to pay dividends. However, PPL does not, at this time, expect that any of such
limitations would significantly impact PPL's ability to meet its cash obligations.
(All Registrants)
PPL relies on dividends or loans from its subsidiaries to fund PPL's dividends to its common shareholders. The net assets of certain PPL subsidiaries are
subject to legal restrictions. LKE primarily relies on dividends from its subsidiaries to fund its distributions to PPL. LG&E, KU and PPL Electric are subject to
Section 305(a) of the Federal Power Act, which makes it unlawful for a public utility to make or pay a dividend from any funds "properly included in capital
account." The meaning of this limitation has never been clarified under the Federal Power Act. LG&E, KU and PPL Electric believe, however, that this
statutory restriction, as applied to their circumstances, would not be construed or applied by the FERC to prohibit the payment from retained earnings of
dividends that are not excessive and are for lawful and legitimate business purposes. In February 2012, LG&E and KU petitioned the FERC requesting
authorization to pay dividends in the future based on retained earnings balances calculated without giving effect to the impact of purchase accounting
adjustments for the acquisition of LKE by PPL. In May 2012, the FERC approved the petitions with the further condition that each utility may not pay
dividends if such payment would cause its adjusted equity ratio to fall below 30% of total capitalization. Accordingly, at December 31, 2018, net assets of
$2.8 billion ($1.2 billion for LG&E and $1.6 billion for KU) were restricted for purposes of paying dividends to LKE, and net assets of $3.3 billion ($1.5
billion for LG&E and $1.8 billion for KU) were available for payment of dividends to LKE. LG&E and KU believe they will not be required to change their
current dividend practices as a result of the foregoing requirement. In addition, under Virginia law, KU is prohibited from making loans to affiliates without
the prior approval of the VSCC. There are no comparable statutes under Kentucky law applicable to LG&E and KU, or under Pennsylvania law applicable to
PPL Electric. However, orders from the KPSC require LG&E and KU to obtain prior consent or approval before lending amounts to PPL.
9. Leases
(PPL, LKE, LG&E and KU)
PPL and its subsidiaries have entered into various agreements for the lease of office space, vehicles, land, gas storage and other equipment.
Rent - Operating Leases
Rent expense for the years ended December 31 for operating leases was as follows:
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2018
PPL

$

2017
45

$

2016
45

$

50

LKE

29

26

26

LG&E

16

15

15

KU

12

11

11

Total future minimum rental payments for all operating leases are estimated to be:
PPL
2019

$

LKE
26

$

LG&E
20

$

KU
10

$

10

2020

21

15

6

9

2021

15

11

4

7

2022

13

7

3

4

2023

8

6

3

3

33

11

4

Thereafter
$

Total

116

$

70

$

6

30

$

39

10. Stock-Based Compensation
(PPL, PPL Electric and LKE)
Under the ICP, SIP and the ICPKE (together, the Plans), restricted shares of PPL common stock, restricted stock units, performance units and stock options
may be granted to officers and other key employees of PPL, PPL Electric, LKE and other affiliated companies. Awards under the Plans are made by the
Compensation, Governance and Nominating Committee (CGNC) of the PPL Board of Directors, in the case of the ICP and SIP, and by the PPL Corporate
Leadership Council (CLC), in the case of the ICPKE.
The following table details the award limits under each of the Plans.

Plan

Total Plan

Annual Grant Limit
Total As % of
Outstanding

Annual Grant

Award
Limit

PPL Common Stock
On First Day of

Limit
Options

For awards
denominated in

(Shares)

Each Calendar Year

(Shares)

shares (Shares)

SIP

15,000,000

ICPKE

14,199,796

2,000,000
2%

Annual Grant Limit
For Individual Participants Performance Based Awards

750,000

For awards
denominated in
cash (in dollars)
$

15,000,000

3,000,000

Any portion of these awards that has not been granted may be carried over and used in any subsequent year. If any award lapses, the rights of the participant
terminate, or, with respect to certain awards, is forfeited, the shares of PPL common stock underlying such an award are again available for grant. Shares
delivered under the Plans may be in the form of authorized and unissued PPL common stock, common stock held in treasury by PPL or PPL common stock
purchased on the open market (including private purchases) in accordance with applicable securities laws.
Restricted Stock Units
Restricted stock units are awards based on the fair value of PPL common stock on the date of grant. Actual PPL common shares will be issued upon
completion of a restriction period, generally three years.
Under the SIP, each restricted stock unit entitles the executive to accrue additional restricted stock units equal to the amount of quarterly dividends paid on
PPL stock. These additional restricted stock units are deferred and payable in shares of PPL common stock at the end of the restriction period. Dividend
equivalents on restricted stock unit awards granted under the ICPKE are currently paid in cash when dividends are declared by PPL.
The fair value of restricted stock units granted is recognized on a straight-line basis over the service period or through the date at which the employee reaches
retirement eligibility. The fair value of restricted stock units granted to retirement-eligible employees is recognized as compensation expense immediately
upon the date of grant. Recipients of restricted stock units granted under the ICPKE may also be granted the right to receive dividend equivalents through the
end of the restriction period or until the award is forfeited. Restricted stock units are subject to forfeiture or accelerated payout under the plan provisions for
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termination, retirement, disability and death of employees. Restrictions lapse on restricted stock units fully, in certain situations, as defined by each of the
Plans.
The weighted-average grant date fair value of restricted stock units granted was:
2018
PPL

$

2017
30.58

$

2016
35.30

$

33.84

PPL Electric

30.00

35.45

34.32

LKE

30.98

35.25

33.73

Restricted stock unit activity for 2018 was:
WeightedAverage
Grant Date Fair
Value Per Share

Restricted
Shares/Units
PPL
Nonvested, beginning of period

1,291,649

$

34.07

Granted

369,308

30.58

Vested

(529,263)

32.97

(33,491)

33.30

Forfeited

1,098,203

Nonvested, end of period (a)

33.45

PPL Electric
Nonvested, beginning of period

184,416

$

34.20

Transfer between registrants

(2,906)

33.95

Granted

76,051

30.00

Vested

(56,352)

32.39

Forfeited

(13,872)

33.50

Nonvested, end of period

187,337

33.09

LKE
Nonvested, beginning of period

231,557

$

34.01

Transfer between registrants

(1,284)

33.98

Granted

58,377

30.98

Vested

(154,606)

33.38

(1,014)

29.52

Forfeited

133,030

Nonvested, end of period
(a)

33.45

Excludes 45,298 restricted stock units for which restrictions lapsed for former PPL Energy Supply employees as a result of the June 2015 spinoff, but for which distribution will
not occur until the end of the original restriction period of the awards.

Substantially all restricted stock unit awards are expected to vest.
The total fair value of restricted stock units vesting for the years ended December 31 was:
2018
PPL

$

2017
16

$

2016
20

$

30

PPL Electric

2

3

3

LKE

5

4

5

Performance Units - Total Shareowner Return
Performance units based on relative Total Shareowner Return (TSR) are intended to encourage and reward future corporate performance. Performance units
represent a target number of shares (Target Award) of PPL's common stock that the recipient would receive upon PPL's attainment of the applicable
performance goal. Performance is determined based on TSR during a three-year performance period. At the end of the period, payout is determined by
comparing PPL's performance to the TSR of the companies included in the Philadelphia Stock Exchange Utility Index. Awards are payable on a graduated
basis based on
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thresholds that measure PPL's performance relative to peers that comprise the applicable index on which each year's awards are measured. Awards can be paid
up to 200% of the Target Award or forfeited with no payout if performance is below a minimum established performance threshold. Dividends payable during
the performance cycle accumulate and are converted into additional performance units and are payable in shares of PPL common stock upon completion of
the performance period based on the determination of the CGNC of whether the performance goals have been achieved. Under the plan provisions, TSR
performance units are subject to forfeiture upon termination of employment except for retirement, one year or more from commencement of the performance
period, disability or death of an employee.
The fair value of TSR performance units granted to retirement-eligible employees is recognized as compensation expense on a straight-line basis over a oneyear period, the minimum vesting period required for an employee to be entitled to payout of the awards with no proration. For employees who are not
retirement-eligible, compensation expense is recognized over the shorter of the three-year performance period or the period until the employee is retirementeligible, with a minimum vesting and recognition period of one-year. If an employee retires before the one-year vesting period, the performance units are
forfeited. Performance units vest on a pro rata basis, in certain situations, as defined by each of the Plans.
The fair value of each performance unit granted was estimated using a Monte Carlo pricing model that considers stock beta, a risk-free interest rate, expected
stock volatility and expected life. The stock beta was calculated comparing the risk of the individual securities to the average risk of the companies in the
index group. The risk-free interest rate reflects the yield on a U.S. Treasury bond commensurate with the expected life of the performance unit. Volatility over
the expected term of the performance unit is calculated using daily stock price observations for PPL and all companies in the index group and is evaluated
with consideration given to prior periods that may need to be excluded based on events not likely to recur that had impacted PPL and the companies in the
index group. PPL uses a mix of historic and implied volatility to value awards.
The weighted-average assumptions used in the model were:
2018
Expected stock volatility

2017

17.60%

Expected life

2016

17.40%

3 years

19.60%

3 years

3 years

The weighted-average grant date fair value of TSR performance units granted was:
2018
PPL

$

2017
38.26

$

2016
38.38

$

35.74

PPL Electric

38.37

38.37

35.68

LKE

38.32

38.24

35.28

TSR Performance
Units

WeightedAverage Grant
Date Fair Value
Per Share

TSR performance unit activity for 2018 was:

PPL
Nonvested, beginning of period

978,231

$

36.67

Granted

263,593

38.26

Vested

(89,015)

34.78

(312,685)

35.26

840,124

37.89

Forfeited (a)
Nonvested, end of period

PPL Electric
Nonvested, beginning of period

75,513

$

37.00

Granted

22,394

38.37

Vested

(5,817)

35.34

(24,227)

36.27

67,863

37.86

Forfeited (a)
Nonvested, end of period
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WeightedAverage Grant
Date Fair Value
Per Share

TSR Performance
Units

LKE
Nonvested, beginning of period

180,289

$

36.69

Granted

53,961

38.32

Vested

(14,547)

35.04

Forfeited (a)

(70,707)

35.91

148,996

37.81

Nonvested, end of period
(a)

Primarily related to the forfeiture of 2015 performance units as performance during the period was below the minimum established performance threshold, which resulted in no
payout.

The total fair value of TSR performance units vesting for the year ended December 31, 2018, 2017 and 2016 was $3 million, $8 million and $12 million for
PPL and insignificant for PPL Electric and LKE.
Performance Units - Return on Equity
Beginning in 2017, PPL changed its executive compensation mix to add performance units based on achievement of a corporate Return on Equity (ROE).
ROE performance units are intended to further align compensation with the company’s strategy and reward for future corporate performance.
Payout of these performance units will be based on the calculated average of the annual corporate ROE for each year of the three-year performance period for
PPL Corporation. ROE performance units represent a target number of shares (Target Award) of PPL's common stock that the recipient would receive upon
PPL's attainment of the applicable ROE performance goal. ROE performance units can be paid up to 200% of the Target Award or forfeited with no payout if
performance is below a minimum established performance threshold. Dividends payable during the performance cycle accumulate and are converted into
additional performance units and are payable in shares of PPL common stock upon completion of the performance period based on the determination of the
CGNC of whether the performance goals have been achieved. Under the plan provisions, these performance units are subject to forfeiture upon termination of
employment except for retirement, disability or death of an employee.
The fair value of each ROE performance unit is based on the closing price of PPL Common Stock on the date of grant. The fair value of ROE performance
units is recognized on a straight-line basis over the service period or through the date at which the employee reaches retirement eligibility. The fair value
awards granted to retirement-eligible employees is recognized as compensation expense immediately upon the date of grant. As these awards are based on
performance conditions, the level of attainment is monitored each reporting period and compensation expense is adjusted based on the expected attainment
level.
The weighted-average grant date fair value of ROE performance units granted was:
2018
PPL

$

2017
32.21

$

32.42

PPL Electric

32.32

34.41

LKE

32.28

34.29
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ROE performance unit activity for 2018 was:
WeightedAverage Grant
Date Fair Value
Per Share

ROE Performance
Unit
PPL
Nonvested, beginning of period

96,928

Granted

$

234,664

Forfeited

32.21

(2,634)

32.96

328,958

Nonvested, end of period

34.42

32.86

PPL Electric
Nonvested, beginning of period

8,696

$

34.41

Granted

19,899

32.32

Forfeited

(2,635)

32.96

25,960

32.96

Nonvested, end of period

LKE
Nonvested, beginning of period

20,539

Granted
Nonvested, end of period

$

34.29

49,081

32.28

69,620

32.87

Stock Options
PPL's CGNC eliminated the use of stock options due to changes in its long-term incentive mix beginning in January 2014.
Under the Plans, stock options had been granted with an option exercise price per share not less than the fair value of PPL's common stock on the date of
grant. Options outstanding at December 31, 2018, are fully vested. All options expire no later than 10 years from the grant date. The options become
exercisable immediately in certain situations, as defined by each of the Plans.
Stock option activity for 2018 was:
Weighted
Average
Exercise
Price Per Share

Number
of Options

WeightedAverage
Remaining
Contractual
Term (years)

Aggregate
Total Intrinsic
Value

PPL
Outstanding at beginning of period

3,762,183

$

29.42

Exercised

(151,750)

28.43

Forfeited

(695,908)

42.87

2,914,525

Outstanding and exercisable at end of period

26.26

3.4

$

6

For 2018, 2017 and 2016, PPL received $5 million, $19 million and $52 million in cash from stock options exercised. The related income tax benefits
realized were not significant.
The total intrinsic value of stock options exercised for 2018 was insignificant and was $8 million and $18 million for 2017 and 2016.
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Compensation Expense
Compensation expense for restricted stock, restricted stock units, performance units and stock options accounted for as equity awards, which for PPL Electric
and LKE includes an allocation of PPL Services' expense, was:
2018
PPL

$

2017
25

PPL Electric
LKE

$

2016
32

$

27

10

18

16

8

8

7

The income tax benefit related to above compensation expense was as follows:
2018
PPL

$

2017
10

$

2016
13

$

12

PPL Electric

3

8

7

LKE

2

3

3

At December 31, 2018, unrecognized compensation expense related to nonvested stock awards was:
WeightedAverage
Period for
Recognition

Unrecognized
Compensation
Expense
PPL

10

1.6

PPL Electric

$

2

1.7

LKE

1

1.4

11. Retirement and Postemployment Benefits
(All Registrants)
Defined Benefits
Certain employees of PPL's domestic subsidiaries are eligible for pension benefits under non-contributory defined benefit pension plans with benefits based
on length of service and final average pay, as defined by the plans. Effective January 1, 2012, PPL's primary defined benefit pension plan was closed to all
newly hired salaried employees. Effective July 1, 2014, PPL's primary defined benefit pension plan was closed to all newly hired bargaining unit employees.
Newly hired employees are eligible to participate in the PPL Retirement Savings Plan, a 401(k) savings plan with enhanced employer contributions.
The defined benefit pension plans of LKE and its subsidiaries were closed to new salaried and bargaining unit employees hired after December 31, 2005.
Employees hired after December 31, 2005 receive additional company contributions above the standard matching contributions to their savings plans.
Effective April 1, 2010, the principal defined benefit pension plan applicable to WPD (South West) and WPD (South Wales) was closed to most new
employees, except for those meeting specific grandfathered participation rights. WPD Midlands' defined benefit plan had been closed to new members,
except for those meeting specific grandfathered participation rights, prior to acquisition. New employees not eligible to participate in the plans are offered
benefits under a defined contribution plan.
PPL and certain of its subsidiaries also provide supplemental retirement benefits to executives and other key management employees through unfunded
nonqualified retirement plans.
Certain employees of PPL's domestic subsidiaries are eligible for certain health care and life insurance benefits upon retirement through contributory plans.
Effective January 1, 2014, the PPL Postretirement Medical Plan was closed to all newly hired salaried employees. Effective July 1, 2014, the PPL
Postretirement Medical Plan was closed to all newly hired bargaining unit employees. Postretirement health benefits may be paid from 401(h) accounts
established as part of the PPL Retirement Plan and the LG&E and KU Retirement Plan within the PPL Services Corporation Master Trust, funded VEBA trusts
and company funds. WPD does not sponsor any postretirement benefit plans other than pensions.
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(PPL)
The following table provides the components of net periodic defined benefit costs (credits) for PPL's domestic (U.S.) and WPD's (U.K.) pension and other
postretirement benefit plans for the years ended December 31.
Pension Benefits
U.S.
2018

U.K.

2017

2016

2018

Other Postretirement Benefits

2017

2016

2018

2017

2016

Net periodic defined benefit costs (credits):
Service cost

$

Interest cost

62

$

65

$

66

$

82

$

76

$

69

$

7

$

7

$

7

156

168

174

185

178

235

21

23

26

(249)

(231)

(228)

(587)

(514)

(504)

(23)

(22)

(22)

Prior service cost (credit)

10

10

8

—

—

—

(1)

(1)

—

Actuarial (gain) loss

84

69

50

151

144

138

—

1

1

Net periodic defined benefit costs
(credits) prior to settlements and termination
benefits

63

81

70

(169)

(116)

(62)

4

8

12

Settlements

—

1

3

—

—

—

—

—

—

Termination benefits

—

1

—

—

—

—

—

—

—

Expected return on plan assets
Amortization of:

Net periodic defined benefit costs
(credits)

$

63

$

83

$

73

$

(169)

$

(116)

$

(62)

$

4

$

8

$

12

Other Changes in Plan Assets and Benefit
Obligations Recognized in OCI and Regulatory
Assets/Liabilities - Gross:
Settlement

—

—

—

—

—

—

—

27

253

201

346

7

8

(28)

9

1

(1)

15

13

—

—

—

8

—

Prior service (cost) credit

(10)

(10)

(8)

1

1

(1)

Actuarial gain (loss)

(84)

(69)

(50)

(151)

(144)

(138)

—

(1)

(1)

64

(54)

207

63

202

(131)

9

(20)

7

Net (gain) loss

(1)

157

Prior service cost
(credit)

(3)

Amortization of:

Total recognized in OCI and
regulatory assets/liabilities (a)
Total recognized in net periodic
defined benefit costs, OCI and regulatory
assets/liabilities (a)
(a)

$

127

$

29

$

—

280

$

(106)

—

$

86

—

$

(193)

$

13

$

(12)

$

19

WPD is not subject to accounting for the effects of certain types of regulation as prescribed by GAAP. As a result, WPD does not record regulatory assets/liabilities.

For PPL's U.S. pension benefits and for other postretirement benefits, the amounts recognized in OCI and regulatory assets/liabilities for the years ended
December 31 were as follows:
U.S. Pension Benefits
2018
OCI

$

Regulatory assets/liabilities
Total recognized in OCI and
regulatory assets/liabilities

90

$

(26)
$

Other Postretirement Benefits

2017

64

2016
(53)

$

(1)
$

(54)

2018
236

$

(29)
$

207

2017
20

$

(11)
$

9

2016
(25)

$

5
$

(20)

7
—

$

7
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(LKE)
The following table provides the components of net periodic defined benefit costs for LKE's pension and other postretirement benefit plans for the years
ended December 31.
Pension Benefits
2018

Other Postretirement Benefits

2017

2016

2018

2017

2016

Net periodic defined benefit costs (credits):
Service cost

$

25

Interest cost
Expected return on plan assets

$

24

$

23

$

4

$

4

$

5

63

68

71

8

9

9

(102)

(92)

(91)

(9)

(7)

(6)

Amortization of:
Prior service cost
Actuarial (gain) loss (a)
Net periodic defined benefit costs (b)

9

8

8

1

1

3

35

31

21

—

—

(1)

$

30

$

39

$

32

$

$

40

$

30

$

119

$

4

$

7

$

1

$

(14)

$

10

Other Changes in Plan Assets and Benefit
Obligations Recognized in OCI and
Regulatory Assets/Liabilities - Gross:
Net (gain) loss
Prior service cost

—

7

—

—

6

8

—

Amortization of:
Prior service credit

(9)

(8)

(8)

(1)

(1)

(3)

Actuarial gain (loss)

(35)

(32)

(21)

—

—

1

Total recognized in OCI and
regulatory assets/liabilities

(4)

(3)

90

—

(7)

4

Total recognized in net periodic
defined benefit costs, OCI and
regulatory assets/liabilities

$

26

$

36

$

122

$

4

$

—

$

14

(a)

As a result of the 2014 Kentucky rate case settlement that became effective July 1, 2015, the difference between actuarial (gain)/loss calculated in accordance with LKE's pension
accounting policy and actuarial (gain)/loss calculated using a 15 year amortization period was $11 million in 2018 and 2017 and $6 million in 2016.
(b) Due to the amount of lump sum payment distributions from the LG&E qualified pension plan, a settlement charge of $6 million in 2018 and $5 million in 2017 was incurred. In
accordance with existing regulatory accounting treatment, LG&E has maintained the settlement charge in regulatory assets. The amount will be amortized in accordance with
existing regulatory practice.

For LKE's pension and other postretirement benefits, the amounts recognized in OCI and regulatory assets/liabilities for the years ended December 31 were
as follows:
Pension Benefits
2018
OCI

$

Regulatory assets/liabilities
Total recognized in OCI and
regulatory assets/liabilities

(25)

$

21
$

Other Postretirement Benefits

2017

(4)

2016
33

$

(36)
$

(3)

2018
42

$

48
$

90

2017
4

$

(4)
$

—

2016
(2)

$

(5)
$

(7)

2
2

$

4

(LG&E)
The following table provides the components of net periodic defined benefit costs for LG&E's pension benefit plan for the years ended December 31.
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Pension Benefits
2018

2017

2016

Net periodic defined benefit costs (credits):
Service cost

$

1

Interest cost

$

1

$

1

12

13

15

(22)

(22)

(21)

Prior service cost

5

5

4

Actuarial loss (a)

7

9

Expected return on plan assets
Amortization of:

Net periodic defined benefit costs (b)

7

$

3

$

6

$

6

$

22

$

(9)

$

22

Other Changes in Plan Assets and Benefit Obligations
Recognized in Regulatory Assets - Gross:
Net (gain) loss
Prior service cost

—

7

—

Prior service credit

(5)

(5)

(4)

Actuarial gain

(7)

(9)

(7)

10

(16)

11

Amortization of:

Total recognized in regulatory assets/liabilities
$

Total recognized in net periodic defined benefit costs and regulatory assets

13

$

(10)

$

17

(a)

As a result of the 2014 Kentucky rate case settlement that became effective July 1, 2015, the difference between actuarial (gain)/loss calculated in accordance with LG&E's
pension accounting policy and actuarial (gain)/loss calculated using a 15 year amortization period was $2 million in 2018, $7 million in 2017 and $5 million in 2016.
(b) Due to the amount of lump sum payment distributions from the LG&E qualified pension plan, a settlement charge of $6 million in 2018 and $5 million in 2017 was incurred. In
accordance with existing regulatory accounting treatment, LG&E has maintained the settlement charge in regulatory assets. The amount will be amortized in accordance with
existing regulatory practice.

(All Registrants)
The following net periodic defined benefit costs (credits) were charged to expense or regulatory assets, excluding amounts charged to construction and other
non-expense accounts. The U.K. pension benefits apply to PPL only.
Pension Benefits
U.S.
2018
PPL

$

PPL Electric (a)

U.K.

2017

40

$

2016

59

$

2018

53

$

(226)

Other Postretirement Benefits

2017
$

(151)

2016
$

2018

(95)

$

2017
2

2016

$

5

$

7

4

12

10

(1)

—

1

21

28

24

3

5

6

LG&E (b)

4

8

8

2

3

3

KU (a) (b)

2

4

5

1

1

2

LKE (b)

(a)

PPL Electric and KU do not directly sponsor any defined benefit plans. PPL Electric and KU were allocated these costs of defined benefit plans sponsored by PPL Services (for
PPL Electric) and by LKE (for KU), based on their participation in those plans, which management believes are reasonable. KU is also allocated costs of defined benefit plans
from LKS for defined benefit plans sponsored by LKE. See Note 14 for additional information on costs allocated to KU from LKS.
(b) As a result of the 2014 Kentucky rate case settlement that became effective July 1, 2015, the difference between net periodic defined benefit costs calculated in accordance with
LKE's, LG&E's and KU's pension accounting policy and the net periodic defined benefit costs calculated using a 15 year amortization period for gains and losses is recorded as a
regulatory asset. Of the costs charged to Other operation and maintenance, Other Income (Expense) - net or regulatory assets, excluding amounts charged to construction and
other non-expense accounts, $3 million for LG&E and $2 million for KU were recorded as regulatory assets in 2018, $4 million for LG&E and $2 million for KU were recorded
as regulatory assets in 2017 and $3 million for LG&E and $2 million for KU were recorded as regulatory assets in 2016.

In the table above, LG&E amounts include costs for the specific plans it sponsors and the following allocated costs of defined benefit plans sponsored by
LKE. LG&E is also allocated costs of defined benefit plans from LKS for defined benefit plans sponsored by LKE. See Note 14 for additional information on
costs allocated to LG&E from LKS. These allocations are based on LG&E's participation in those plans, which management believes are reasonable:
Pension Benefits
2018
LG&E Non-Union Only

$

Other Postretirement Benefits

2017
2

$

2016
5

$

2018
4

$

2017
2

$

2016
3

$

3
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(PPL, LKE and LG&E)
PPL, LKE and LG&E use the base mortality tables issued by the Society of Actuaries in October 2014 (RP-2014 base tables with collar and factor
adjustments, where applicable) for all U.S. defined benefit pension and other postretirement benefit plans. For 2016, PPL, LKE and LG&E estimated projected
mortality improvements using the IRS BB-2D two-dimensional improvement scale on a generational basis for all U.S. defined benefit pension and other
postretirement benefit plans. In 2017, PPL, LKE and LG&E updated to the MP-2017 mortality improvement scale from 2006 on a generational basis and
continue to use this improvement scale in 2018.
The following weighted-average assumptions were used in the valuation of the benefit obligations at December 31. The U.K. pension benefits apply to PPL
only.
Pension Benefits
U.S.
2018

U.K.
2017

2018

Other Postretirement Benefits
2017

2018

2017

PPL
Discount rate

4.35%

3.70%

2.98%

2.65%

4.31%

3.64%

Rate of compensation increase

3.79%

3.78%

3.50%

3.50%

3.76%

3.75%

Discount rate

4.35%

3.69%

4.32%

3.65%

Rate of compensation increase

3.50%

3.50%

3.50%

3.50%

4.33%

3.65%

LKE

LG&E
Discount rate

The following weighted-average assumptions were used to determine the net periodic defined benefit costs for the years ended December 31. The U.K.
pension benefits apply to PPL only.
Pension Benefits
U.S.
2018

2017

U.K.
2016

2018

2017

Other Postretirement Benefits
2016

2018

2017

2016

PPL
Discount rate service cost

3.70%

4.21%

4.59%

2.73%

2.99%

3.90%

3.64%

4.11%

4.48%

Discount rate interest cost

3.70%

4.21%

4.59%

2.31%

2.41%

3.14%

3.64%

4.11%

4.48%

Rate of compensation increase

3.78%

3.95%

3.93%

3.50%

3.50%

4.00%

3.75%

3.92%

3.91%

Expected return on plan assets

7.25%

7.00%

7.00%

7.23%

7.22%

7.20%

6.40%

6.21%

6.11%

Discount rate

3.69%

4.19%

4.56%

3.65%

4.12%

4.49%

Rate of compensation increase

3.50%

3.50%

3.50%

3.50%

3.50%

3.50%

Expected return on plan assets (a)

7.25%

7.00%

7.00%

7.15%

6.82%

6.82%

Discount rate

3.65%

4.13%

4.49%

Expected return on plan assets (a)

7.25%

7.00%

7.00%

LKE

LG&E

(a)

The expected long-term rates of return for pension and other postretirement benefits are based on management's projections using a best-estimate of expected returns, volatilities
and correlations for each asset class. Each plan's specific current and expected asset allocations are also considered in developing a reasonable return assumption.
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(PPL and LKE)
The following table provides the assumed health care cost trend rates for the years ended December 31:
2018

2017

2016

PPL and LKE
Health care cost trend rate assumed for next year
– obligations

6.6%

6.6%

7.0%

– cost

6.6%

7.0%

6.8%

– obligations

5.0%

5.0%

5.0%

– cost

5.0%

5.0%

5.0%

Rate to which the cost trend rate is assumed to decline (the ultimate trend rate)

Year that the rate reaches the ultimate trend rate
– obligations

2023

2022

2022

– cost

2022

2022

2020

(PPL)
The funded status of PPL's plans at December 31 was as follows:
Pension Benefits
U.S.
2018

U.K.
2017

2018

Other Postretirement Benefits
2017

2018

2017

Change in Benefit Obligation
Benefit Obligation, beginning of period

$

4,288

$

4,079

$

8,219

$

7,383

$

589

$

591

Service cost

62

65

82

76

7

7

Interest cost

156

168

185

178

21

23

—

—

13

13

13

14

1

(1)

12

—

—

8

Participant contributions
Plan amendments
Actuarial (gain) loss

(352)

Settlements

233

—

Termination benefits

(6)

—

Gross benefits paid

—

—

Currency conversion

—

—

3,883

4,288

3,488

3,243

(1)

—

(251)

Federal subsidy

293

—

1

(272)

Benefit Obligation, end of period

(406)

—

(381)

(345)

—

(34)

4

—

—

—

—

(58)

(59)

—

—

1

622

—

—

7,275

8,219

538

589

8,490

7,211

(449)

Change in Plan Assets
Plan assets at fair value, beginning of period

405

378

(260)

437

(30)

480

(20)

54

Employer contributions

153

65

188

486

23

15

Participant contributions

—

—

13

13

11

13

Transfer out (a)

—

—

—

—

(65)

—

Settlements

—

(6)

—

(1)

—

—

(53)

(55)

Actual return on plan assets

Gross benefits paid

(272)

Currency conversion
Plan assets at fair value, end of period

Funded Status, end of period

$

(251)

—

—

3,109

3,488

(774)

$

(800)

(381)

(345)

(479)
7,801

646

—

—

8,490

301

405

$

526

$

271

$

$

535

$

284

$

(237)

$

(184)

Amounts recognized in the Balance Sheets consist
of:
Noncurrent asset

$

Current liability
Noncurrent liability
Net amount recognized, end of period

—

$

(13)
(761)
$

(774)

—
(13)

(1)

(787)
$

(800)

—

(8)
$

526

(13)
$

271

2

$

(3)
(236)
$

(237)

2
(3)
(183)

$

(184)

198
Source: PPL CORP, 10-K, February 14, 2019

Powered by Morningstar® Document Research℠

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

Table of Contents

Pension Benefits
U.S.
2018

U.K.
2017

2018

Other Postretirement Benefits
2017

2018

2017

Amounts recognized in AOCI and regulatory
assets/liabilities (pre-tax) consist of:
Prior service cost (credit)

$

Net actuarial (gain) loss

40

$

1,207

49

$

1,134

12

$

—

2,806

$

10

2,755

Total (b)

$

1,247

$

1,183

$

2,818

$

2,755

Total accumulated benefit obligation
for defined benefit pension plans

$

3,668

$

4,000

$

6,689

$

7,542

$

9

24
$

16

34

$

25

(a)

In May 2018, PPL received a favorable private letter ruling from the IRS permitting a transfer of excess funds from the PPL Bargaining Unit Retiree Health Plan VEBA to a new
subaccount within the VEBA to be used to pay medical claims of active bargaining unit employees.
(b) WPD is not subject to accounting for the effects of certain types of regulation as prescribed by GAAP and as a result, does not record regulatory assets/liabilities.

For PPL's U.S. pension and other postretirement benefit plans, the amounts recognized in AOCI and regulatory assets/liabilities at December 31 were as
follows:
U.S. Pension Benefits
2018
AOCI

Other Postretirement Benefits

2017

$

370

Regulatory assets/liabilities

2018

$

374

877
$

Total

$

809

1,247

$

2017
21

$

15

13

1,183

$

10

34

$

25

The actuarial (gain) loss for all pension plans in 2018 and 2017 was primarily related to a change in the discount rate used to measure the benefit obligations
of those plans.
The following tables provide information on pension plans where the projected benefit obligation (PBO) or accumulated benefit obligation (ABO) exceed
the fair value of plan assets:
U.S.

U.K.

PBO in excess of plan assets

PBO in excess of plan assets

2018
Projected benefit obligation

$

2017
3,883

Fair value of plan assets

$

3,109

$

Fair value of plan assets

$

2017
9

3,488

$

—

3,083
3,070

U.S.

U.K.

ABO in excess of plan assets

ABO in excess of plan assets

2018
Accumulated benefit obligation

2018

4,288

2017
3,668

$

2018

4,000

3,109

$

2017
9

3,488

$

10

—

—

(LKE)
The funded status of LKE's plans at December 31 was as follows:
Pension Benefits
2018

Other Postretirement Benefits

2017

2018

2017

Change in Benefit Obligation
Benefit Obligation, beginning of period

$

1,771

$

1,669

$

223

$

220

Service cost

25

24

4

4

Interest cost

63

68

8

9

Participant contributions

—

—

8

8

Plan amendments (a)

—

6

—

8

(16)

(7)

Actuarial (gain) loss (b)

(168)

Gross benefits paid (a)

(111)

Benefit Obligation, end of period

1,580

113
(109)
1,771

(22)

(19)

205

223
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Pension Benefits
2018

Other Postretirement Benefits

2017

2018

2017

Change in Plan Assets
Plan assets at fair value, beginning of period

1,402

Actual return on plan assets

1,315

116

98

(106)

175

(9)

14

Employer contributions

109

21

24

15

Participant contributions

—

—

8

8

(22)

(19)

117

116

Gross benefits paid

(111)

Plan assets at fair value, end of period

(109)

1,294
$

Funded Status, end of period

(286)

1,402
$

(369)

$

(88)

$

2

$

(107)

Amounts recognized in the Balance Sheets consist of:
Noncurrent asset

$

—

Current liability

$

—

(4)

Noncurrent liability

(282)
$

Net amount recognized, end of period

$

(4)
(365)

(286)

$

35

$

2

(3)

(3)

(87)

(369)

$

44

$

(106)

(88)

$

12

$

(107)

Amounts recognized in AOCI and regulatory assets/liabilities (pre-tax) consist of:
Prior service cost

$

Net actuarial (gain) loss

439

434

Total

$

474

$

478

Total accumulated benefit obligation
for defined benefit pension plans

$

1,467

$

1,616

13

(25)
$

(13)

(26)
$

(13)

(a)

The pension plans were amended in December 2015 to allow active participants and terminated vested participants who had not previously elected a form of payment of their
benefit to elect to receive their accrued pension benefit as a one-time lump-sum payment effective January 1, 2016. Gross benefits paid by the plans include lump-sum cash
payments made to participants during 2018 and 2017 of $52 million and $50 million in connection with these offerings.
(b) The actuarial (gain) loss for all pension plans in 2018 and 2017 was primarily related to change in the discount rate used to measure the benefit obligations of those plans.

The amounts recognized in AOCI and regulatory assets/liabilities at December 31 were as follows:
Pension Benefits
2018
AOCI

$

Regulatory assets/liabilities

2017
118

$

356
$

Total

Other Postretirement Benefits

474

2018
144

$

334
$

478

2017
10

$

6

(23)
$

(13)

(19)
$

(13)

The following tables provide information on pension plans where the projected benefit obligation (PBO) or accumulated benefit obligations (ABO) exceed
the fair value of plan assets:
PBO in excess of plan assets
2018
Projected benefit obligation

$

2017
1,580

Fair value of plan assets

$

1,294

1,771
1,402

ABO in excess of plan assets
2018
Accumulated benefit obligation

$

Fair value of plan assets

2017
1,467
1,294

$

1,616
1,402
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The funded status of LG&E's plan at December 31, was as follows:
Pension Benefits
2018

2017

Change in Benefit Obligation
Benefit Obligation, beginning of period

$

326

$

329

Service cost

1

1

Interest cost

12

13

Plan amendments (a)

—

6

Actuarial (gain) loss

(24)

11

Gross benefits paid (a)
Benefit Obligation, end of period

(30)

(34)

285

326

325

318

(24)

41

Change in Plan Assets
Plan assets at fair value, beginning of period
Actual return on plan assets
Employer contributions
Gross benefits paid
Plan assets at fair value, end of period

Funded Status, end of period

10

—

(30)

(34)

281

325

$

(4)

$

(1)

$

(4)

$

(1)

$

(4)

$

(1)

22

$

27

Amounts recognized in the Balance Sheets consist of:
Noncurrent liability
Net amount recognized, end of period

Amounts recognized in regulatory assets (pre-tax) consist of:
Prior service cost

$

Net actuarial loss

107

92

Total

$

129

$

119

Total accumulated benefit obligation for defined benefit pension plan

$

285

$

326

(a)

The pension plan was amended in December 2015 to allow active participants and terminated vested participants who had not previously elected a form of payment of their
benefit to elect to receive their accrued pension benefit as a one-time lump-sum payment effective January 1, 2016. Gross benefits paid by the plan include lump-sum cash
payments made to participants during 2018 and 2017 of $16 million and $19 million in connection with this offering.

LG&E's pension plan had projected and accumulated benefit obligations in excess of plan assets at December 31, 2018 and 2017.
In addition to the plan it sponsors, LG&E is allocated a portion of the funded status and costs of certain defined benefit plans sponsored by LKE. LG&E is
also allocated costs of defined benefit plans from LKS for defined benefit plans sponsored by LKE. See Note 14 for additional information on costs allocated
to LG&E from LKS. These allocations are based on LG&E's participation in those plans, which management believes are reasonable. The actuarially
determined obligations of current active employees and retired employees are used as a basis to allocate total plan activity, including active and retiree costs
and obligations. Allocations to LG&E resulted in liabilities at December 31 as follows:
2018
Pension

$

Other postretirement benefits

2017
7
65

$

44
74

(PPL Electric)
Although PPL Electric does not directly sponsor any defined benefit plans, it is allocated a portion of the funded status and costs of plans sponsored by PPL
Services based on its participation in those plans, which management believes are reasonable. The actuarially determined obligations of current active
employees and retirees are used as a basis to allocate total plan activity, including active and retiree costs and obligations. Allocations to PPL Electric
resulted in liabilities at December 31 as follows:
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2018
Pension

$

2017
285

Other postretirement benefits

$

246

120

62

(KU)
Although KU does not directly sponsor any defined benefit plans, it is allocated a portion of the funded status and costs of plans sponsored by LKE. KU is
also allocated costs of defined benefit plans from LKS for defined benefit plans sponsored by LKE. See Note 14 for additional information on costs allocated
to KU from LKS. These allocations are based on KU's participation in those plans, which management believes are reasonable. The actuarially determined
obligations of current active employees and retired employees of KU are used as a basis to allocate total plan activity, including active and retiree costs and
obligations. Allocations to KU resulted in liabilities at December 31 as follows.
2018
Pension

$

Other postretirement benefits

2017
1

$

25

36
32

Plan Assets - U.S. Pension Plans
(PPL, LKE and LG&E)
PPL's primary legacy pension plan and the pension plans sponsored by LKE and LG&E are invested in the PPL Services Corporation Master Trust (the Master
Trust) that also includes 401(h) accounts that are restricted for certain other postretirement benefit obligations of PPL and LKE. The investment strategy for
the Master Trust is to achieve a risk-adjusted return on a mix of assets that, in combination with PPL's funding policy, will ensure that sufficient assets are
available to provide long-term growth and liquidity for benefit payments, while also managing the duration of the assets to complement the duration of the
liabilities. The Master Trust benefits from a wide diversification of asset types, investment fund strategies and external investment fund managers, and
therefore has no significant concentration of risk.
The investment policy of the Master Trust outlines investment objectives and defines the responsibilities of the EBPB, external investment managers,
investment advisor and trustee and custodian. The investment policy is reviewed annually by PPL's Board of Directors.
The EBPB created a risk management framework around the trust assets and pension liabilities. This framework considers the trust assets as being composed
of three sub-portfolios: growth, immunizing and liquidity portfolios. The growth portfolio is comprised of investments that generate a return at a reasonable
risk, including equity securities, certain debt securities and alternative investments. The immunizing portfolio consists of debt securities, generally with long
durations, and derivative positions. The immunizing portfolio is designed to offset a portion of the change in the pension liabilities due to changes in interest
rates. The liquidity portfolio consists primarily of cash and cash equivalents.
Target allocation ranges have been developed for each portfolio based on input from external consultants with a goal of limiting funded status volatility. The
EBPB monitors the investments in each portfolio, and seeks to obtain a target portfolio that emphasizes reduction of risk of loss from market volatility. In
pursuing that goal, the EBPB establishes revised guidelines from time to time. EBPB investment guidelines as of the end of 2018 are presented below.
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The asset allocation for the trust and the target allocation by portfolio at December 31 are as follows:
Percentage of trust assets
2018 (a)
Growth Portfolio

2018
Target Asset
Allocation (a)

2017 (a)
55%

56%

Equity securities

30%

32%

Debt securities (b)

15%

14%

Alternative investments

10%

10%

Immunizing Portfolio

43%

43%

Debt securities (b)

39%

39%

Derivatives

4%

4%

Liquidity Portfolio

2%

1%

2%

100%

100%

100%

Total

55%

43%

(a) Allocations exclude consideration of a group annuity contract held by the LG&E and KU Retirement Plan.
(b) Includes commingled debt funds, which PPL treats as debt securities for asset allocation purposes.

(LKE)
LKE has pension plans, including LG&E's plan, whose assets are invested solely in the Master Trust, which is fully disclosed below. The fair value of these
plans' assets of $1.3 billion and $1.4 billion at December 31, 2018 and 2017 represents an interest of approximately 42% and 40% in the Master Trust.
(LG&E)
LG&E has a pension plan whose assets are invested solely in the Master Trust, which is fully disclosed below. The fair value of this plan's assets of $281
million and $325 million at December 31, 2018 and 2017 represents an interest of approximately 9% in the Master Trust.
(PPL, LKE and LG&E)
The fair value of net assets in the Master Trust by asset class and level within the fair value hierarchy was:
December 31, 2018

December 31, 2017

Fair Value Measurements Using
Total

Level 1

Level 2

Fair Value Measurements Using

Level 3

Total

Level 1

Level 2

Level 3

PPL Services Corporation Master Trust
Cash and cash equivalents

$

220

$

220

$

—

$

—

$

301

$

301

$

—

$

—

Equity securities:
U.S. Equity

159

159

—

—

229

229

—

—

U.S. Equity fund measured at NAV (a)

340

—

—

—

364

—

—

—

International equity fund at NAV (a)

466

—

—

—

538

—

—

—

Commingled debt measured at NAV (a)

543

—

—

—

611

—

—

—

U.S. Treasury and U.S. government sponsored
agency

212

212

—

—

186

186

—

—

Corporate

899

—

874

25

883

—

870

13

17

—

17

—

10

—

10

—

Real estate measured at NAV (a)

90

—

—

—

109

—

—

—

Private equity measured at NAV (a)

65

—

—

—

80

—

—

—

Hedge funds measured at NAV (a)

175

—

—

—

175

—

—

—

Debt securities:

Other
Alternative investments:
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December 31, 2018

December 31, 2017

Fair Value Measurements Using
Total

Level 1

Level 2

Fair Value Measurements Using

Level 3

Total

Level 1

Level 2

Level 3

Derivatives

33

—

33

—

51

—

51

—

Insurance contracts

21

—

—

21

24

—

—

24

46

3,561

PPL Services Corporation Master Trust assets, at
fair value

3,240

Receivables and payables, net (b)
401(h) accounts restricted for other
postretirement benefit obligations
Total PPL Services Corporation Master Trust
pension assets

$

591

$

924

$

(2)
(129)
$

$

716

$

931

$

37

72
(145)

3,109

$

3,488

(a)

In accordance with accounting guidance certain investments that are measured at fair value using the net asset value per share (NAV), or its equivalent, practical expedient have
not been classified in the fair value hierarchy. The fair value amounts presented in the table are intended to permit reconciliation of the fair value hierarchy to the amounts
presented in the statement of financial position.
(b) Receivables and payables, net represents amounts for investments sold/purchased but not yet settled along with interest and dividends earned but not yet received.

A reconciliation of the Master Trust assets classified as Level 3 at December 31, 2018 is as follows:
Corporate
debt
Balance at beginning of period

$

Insurance
contracts
13

$

Total
24

$

37

Actual return on plan assets
Relating to assets still held at the reporting date
Relating to assets sold during the period
Purchases, sales and settlements
$

Balance at end of period

(2)

1

(1)

3

—

3

11

(4)

25

$

7

21

$

27

$

46

A reconciliation of the Master Trust assets classified as Level 3 at December 31, 2017 is as follows:
Corporate
debt
Balance at beginning of period

$

Insurance
contracts
13

$

Total
40

Actual return on plan assets
Relating to assets still held at the reporting date
Purchases, sales and settlements
$

Balance at end of period

—

1

1

—

(4)

(4)

13

$

24

$

37

The fair value measurements of cash and cash equivalents are based on the amounts on deposit.
The market approach is used to measure fair value of equity securities. The fair value measurements of equity securities (excluding commingled funds), which
are generally classified as Level 1, are based on quoted prices in active markets. These securities represent actively and passively managed investments that
are managed against various equity indices.
Investments in commingled equity and debt funds are categorized as equity securities. Investments in commingled equity funds include funds that invest in
U.S. and international equity securities. Investments in commingled debt funds include funds that invest in a diversified portfolio of emerging market debt
obligations, as well as funds that invest in investment grade long-duration fixed-income securities.
The fair value measurements of debt securities are generally based on evaluations that reflect observable market information, such as actual trade information
for identical securities or for similar securities, adjusted for observable differences. The fair value of debt securities is generally measured using a market
approach, including the use of pricing models, which incorporate observable inputs. Common inputs include benchmark yields, relevant trade data,
broker/dealer bid/ask prices, benchmark securities and credit valuation adjustments. When necessary, the fair value of debt securities is measured using the
income approach, which incorporates similar observable inputs as well as payment data, future predicted cash flows, collateral performance and new issue
data. For the Master Trust, these securities represent investments in securities issued by U.S. Treasury and U.S. government sponsored agencies; investments
securitized by residential mortgages, auto loans, credit cards and other pooled loans; investments in investment grade and non-investment grade bonds
issued by U.S. companies across several industries; investments in debt securities issued by foreign governments and corporations.
204

Source: PPL CORP, 10-K, February 14, 2019

Powered by Morningstar® Document Research℠

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

Table of Contents

Investments in real estate represent an investment in a partnership whose purpose is to manage investments in core U.S. real estate properties diversified
geographically and across major property types (e.g., office, industrial, retail, etc.). The strategy is focused on properties with high occupancy rates with
quality tenants. This results in a focus on high income and stable cash flows with appreciation being a secondary factor. Core real estate generally has a lower
degree of leverage when compared with more speculative real estate investing strategies. The partnership has limitations on the amounts that may be
redeemed based on available cash to fund redemptions. Additionally, the general partner may decline to accept redemptions when necessary to avoid adverse
consequences for the partnership, including legal and tax implications, among others. The fair value of the investment is based upon a partnership unit value.
Investments in private equity represent interests in partnerships in multiple early-stage venture capital funds and private equity fund of funds that use a
number of diverse investment strategies. The partnerships have limited lives of at least 10 years, after which liquidating distributions will be received. Prior to
the end of each partnership's life, the investment cannot be redeemed with the partnership; however, the interest may be sold to other parties, subject to the
general partner's approval. The Master Trust has unfunded commitments of $71 million that may be required during the lives of the partnerships. Fair value is
based on an ownership interest in partners' capital to which a proportionate share of net assets is attributed.
Investments in hedge funds represent investments in a fund of hedge funds. Hedge funds seek a return utilizing a number of diverse investment strategies. The
strategies, when combined aim to reduce volatility and risk while attempting to deliver positive returns under most market conditions. Major investment
strategies for the fund of hedge funds include long/short equity, tactical trading, event driven, and relative value. Shares may be redeemed with 45 days prior
written notice. The fund is subject to short term lockups and other restrictions. The fair value for the fund has been estimated using the net asset value per
share.
The fair value measurements of derivative instruments utilize various inputs that include quoted prices for similar contracts or market-corroborated inputs. In
certain instances, these instruments may be valued using models, including standard option valuation models and standard industry models. These securities
primarily represent investments in treasury futures, total return swaps, interest rate swaps and swaptions (the option to enter into an interest rate swap), which
are valued based on quoted prices, changes in the value of the underlying exposure or on the swap details, such as swap curves, notional amount, index and
term of index, reset frequency, volatility and payer/receiver credit ratings.
Insurance contracts, classified as Level 3, represent an investment in an immediate participation guaranteed group annuity contract. The fair value is based on
contract value, which represents cost plus interest income less distributions for benefit payments and administrative expenses.
Plan Assets - U.S. Other Postretirement Benefit Plans
The investment strategy with respect to other postretirement benefit obligations is to fund VEBA trusts and/or 401(h) accounts with voluntary contributions
and to invest in a tax efficient manner. Excluding the 401(h) accounts included in the Master Trust, other postretirement benefit plans are invested in a mix of
assets for long-term growth with an objective of earning returns that provide liquidity as required for benefit payments. These plans benefit from
diversification of asset types, investment fund strategies and investment fund managers and, therefore, have no significant concentration of risk. Equity
securities include investments in domestic large-cap commingled funds. Ownership interests in commingled funds that invest entirely in debt securities are
classified as equity securities, but treated as debt securities for asset allocation and target allocation purposes. Ownership interests in money market funds are
treated as cash and cash equivalents for asset allocation and target allocation purposes. The asset allocation for the PPL VEBA trusts, excluding LKE, and the
target allocation, by asset class, at December 31 are detailed below.
Target Asset
Allocation

Percentage of plan assets
2018

2017

2018

Asset Class
U.S. Equity securities

40%

47%

45%

Debt securities (a)

56%

49%

50%

4%

4%

5%

100%

100%

100%

Cash and cash equivalents (b)
Total

(a) Includes commingled debt funds and debt securities.
(b) Includes money market funds.
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LKE's other postretirement benefit plan is invested primarily in a 401(h) account, as disclosed in the PPL Services Corporation Master Trust, with
insignificant amounts invested in money market funds within VEBA trusts for liquidity.
The fair value of assets in the U.S. other postretirement benefit plans by asset class and level within the fair value hierarchy was:
December 31, 2018

December 31, 2017

Fair Value Measurement Using
Total
Money market funds

$

Level 1
6

$

Level 2
6

$

—

Fair Value Measurement Using

Level 3
$

—

Total
$

Level 1

10

$

10

Level 2
$

—

Level 3
$

—

U.S. Equity securities:
Large-cap equity fund measure at NAV (a)

69

—

—

—

123

—

—

—

Commingled debt fund measured at NAV (a)

68

—

—

—

96

—

—

—

Debt securities:
Corporate bonds

28

Total VEBA trust assets, at fair value

171

Receivables and payables, net (b)

6

28
$

28

$

—

30

—

259

1

401(h) account assets
Total other postretirement benefit plan assets

—
$

10

30
$

30

—
$

—

1

129
$

—
$

145

301

$

405

(a)

In accordance with accounting guidance certain investments that are measured at fair value using the net asset value per share (NAV), or its equivalent, practical expedient have
not been classified in the fair value hierarchy. The fair value amounts presented in the table are intended to permit reconciliation of the fair value hierarchy to the amounts
presented in the statement of financial position.
(b) Receivables and payables represent amounts for investments sold/purchased but not yet settled along with interest and dividends earned but not yet received.

Investments in money market funds represent investments in funds that invest primarily in a diversified portfolio of investment grade money market
instruments, including, but not limited to, commercial paper, notes, repurchase agreements and other evidences of indebtedness with a maturity not
exceeding 13 months from the date of purchase. The primary objective of the fund is a level of current income consistent with stability of principal and
liquidity. Redemptions can be made daily on this fund.
Investments in large-cap equity securities represent investments in a passively managed equity index fund that invests in securities and a combination of
other collective funds. Fair value measurements are not obtained from a quoted price in an active market but are based on firm quotes of net asset values per
share as provided by the trustee of the fund. Redemptions can be made daily on this fund.
Investments in commingled debt securities represent investments in a fund that invests in a diversified portfolio of investment grade long-duration fixed
income securities. Redemptions can be made daily on these funds.
Investments in corporate bonds represent investment in a diversified portfolio of investment grade long-duration fixed income securities. The fair value of
debt securities are generally based on evaluations that reflect observable market information, such as actual trade information for identical securities or for
similar securities, adjusted for observable differences.
Plan Assets - U.K. Pension Plans (PPL)
The overall investment strategy of WPD's pension plans is developed by each plan's independent trustees in its Statement of Investment Principles in
compliance with the U.K. Pensions Act of 1995 and other U.K. legislation. The trustees' primary focus is to ensure that assets are sufficient to meet members'
benefits as they fall due with a longer term objective to reduce investment risk. The investment strategy is intended to maximize investment returns while not
incurring excessive volatility in the funding position. WPD's plans are invested in a wide diversification of asset types, fund strategies and fund managers;
and therefore, have no significant concentration of risk. Commingled funds that consist entirely of debt securities are traded as equity units, but treated by
WPD as debt securities for asset allocation and target allocation purposes. These include investments in U.K. corporate bonds and U.K. gilts.
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The asset allocation and target allocation at December 31 of WPD's pension plans are detailed below.
Target Asset
Percentage of plan assets
2018

Allocation

2017

2018

Asset Class
Cash and cash equivalents

2%

2%

—%

Equity securities
U.K.

—%

2%

2%

European (excluding the U.K.)

1%

1%

1%

Asian-Pacific

1%

1%

1%

North American

1%

1%

1%

Emerging markets

1%

1%

1%

Global equities

19%

16%

10%

Global Tactical Asset Allocation

31%

33%

41%

38%

37%

38%

6%

6%

5%

100%

100%

100%

Debt securities (a)
Alternative investments
Total

(a)

Includes commingled debt funds.

The fair value of assets in the U.K. pension plans by asset class and level within the fair value hierarchy was:
December 31, 2018

December 31, 2017

Fair Value Measurement Using
Total
Cash and cash equivalents

$

Level 1

147

$

147

Level 2
$

—

Fair Value Measurement Using

Level 3
$

—

Total
$

Level 1

216

$

216

Level 2
$

—

Level 3
$

—

Equity securities measured at NAV (a) :
U.K. companies

27

—

—

—

157

—

—

—

European companies (excluding the U.K.)

76

—

—

—

98

—

—

—

Asian-Pacific companies

49

—

—

—

60

—

—

—

105

—

—

—

123

—

—

—

44

—

—

—

62

—

—

—

Global Equities

1,465

—

—

—

1,335

—

—

—

Other

2,437

—

—

—

2,807

—

—

—

4

—

4

—

3

—

3

—

2,933

—

2,933

—

3,137

—

3,137

—

North American companies
Emerging markets companies

Debt Securities:
U.K. corporate bonds
U.K. gilts
Alternative investments:
Real estate measured at NAV (a)

485

Fair value - U.K. pension plans

7,772

Receivables and payables, net (b)
Total U.K. pension assets

—
$

147

—
$

2,937

$

—

492

—

8,490

29
$

—
$

216

—
$

3,140

—
$

—

—

7,801

$

8,490

(a)

In accordance with accounting guidance certain investments that are measured at fair value using the net asset value per share (NAV), or its equivalent, practical expedient have
not been classified in the fair value hierarchy. The fair value amounts presented in the table are intended to permit reconciliation of the fair value hierarchy to the amounts
presented in the statement of financial position.
(b) Receivables and payables, net represents amounts for investments sold/purchased but not yet settled along with interest and dividends earned but not yet received.

Except for investments in real estate, the fair value measurements of WPD's pension plan assets are based on the same inputs and measurement techniques
used to measure the U.S. pension plan assets described above.
Investments in equity securities represent actively and passively managed funds that are measured against various equity indices.
Other comprises a range of investment strategies, which invest in a variety of assets including equities, bonds, currencies, real estate and forestry held in
unitized funds, which are considered in the Global Tactical Asset Allocation target.
U.K. corporate bonds include investment grade corporate bonds of companies from diversified U.K. industries.
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U.K. gilts include gilts, index-linked gilts and swaps intended to track a portion of the plans' liabilities.
Investments in real estate represent holdings in a U.K. unitized fund that owns and manages U.K. industrial and commercial real estate with a strategy of
earning current rental income and achieving capital growth. The fair value measurement of the fund is based upon a net asset value per share, which is based
on the value of underlying properties that are independently appraised in accordance with Royal Institution of Chartered Surveyors valuation standards at
least annually with quarterly valuation updates based on recent sales of similar properties, leasing levels, property operations and/or market conditions. The
fund may be subject to redemption restrictions in the unlikely event of a large forced sale in order to ensure other unit holders are not disadvantaged.
Expected Cash Flows - U.S. Defined Benefit Plans (PPL)
While PPL's U.S. defined benefit pension plans have the option to utilize available prior year credit balances to meet current and future contribution
requirements, PPL contributed $50 million to its U.S. pension plans in January 2019. No additional contributions are expected in 2019.
PPL sponsors various non-qualified supplemental pension plans for which no assets are segregated from corporate assets. PPL expects to make approximately
$13 million of benefit payments under these plans in 2019.
PPL is not required to make contributions to its other postretirement benefit plans but has historically funded these plans in amounts equal to the
postretirement benefit costs recognized. Continuation of this past practice would cause PPL to contribute $15 million to its other postretirement benefit plans
in 2019.
The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid by the plans and the following federal subsidy
payments are expected to be received by PPL.
Other Postretirement

Pension
2019

$

Expected
Federal
Subsidy

Benefit
Payment
274

$

50

$

—

2020

266

50

1

2021

265

49

—

2022

265

48

1

2023

264

46

—

1,290

210

1

2024-2028

(LKE)
While LKE's defined benefit pension plans have the option to utilize available prior year credit balances to meet current and future contribution
requirements, LKE contributed $20 million to its pension plans in January 2019. No additional contributions are expected in 2019.
LKE sponsors various non-qualified supplemental pension plans for which no assets are segregated from corporate assets. LKE expects to make $4 million of
benefit payments under these plans in 2019.
LKE is not required to make contributions to its other postretirement benefit plan but has historically funded this plan in amounts equal to the postretirement
benefit costs recognized. Continuation of this past practice would cause LKE to contribute a projected $15 million to its other postretirement benefit plan in
2019.
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The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid by the plans and the following federal subsidy
payments are expected to be received by LKE.
Other Postretirement

Pension
2019

$

Expected
Federal
Subsidy

Benefit
Payment
112

$

15

$

—

2020

112

15

—

2021

113

16

—

2022

113

16

1

2023

112

16

—

2024-2028

547

78

1

(LG&E)
While LG&E's defined benefit pension plan has the option to utilize available prior year credit balances to meet current and future contribution requirements,
LG&E contributed $1 million to its pension plan in January 2019. No additional contributions are expected in 2019.
The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid by the plan.
Pension
2019

$

25

2020

25

2021

24

2022

23

2023

22

2024-2028

95

Expected Cash Flows - U.K. Pension Plans (PPL)
The pension plans of WPD are subject to formal actuarial valuations every three years, which are used to determine funding requirements. Contribution
requirements were evaluated in accordance with the valuation performed as of March 31, 2016. WPD expects to make contributions of approximately $277
million in 2019. WPD is currently permitted to recover in current revenues approximately 78% of its pension funding requirements for its primary pension
plans.
The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid by the plans.
Pension
2019

$

337

2020

340

2021

344

2022

349

2023

352

2024-2028

1,781

Savings Plans (All Registrants)
Substantially all employees of PPL's subsidiaries are eligible to participate in deferred savings plans (401(k)s). Employer contributions to the plans were:
2018
PPL

$

PPL Electric

2017
40

$

2016
36

$

35

6

6

6

20

18

17

LG&E

6

5

5

KU

5

4

4

LKE
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12. Jointly Owned Facilities
(PPL, LKE, LG&E and KU)
At December 31, 2018 and 2017, the Balance Sheets reflect the owned interests in the facilities listed below.
Ownership
Interest

Construction
Work
in Progress

Accumulated
Depreciation

Electric Plant

PPL and LKE
December 31, 2018
Generating Plants
Trimble County Unit 1

75.00%

Trimble County Unit 2

75.00%

$

427

$

1,063

77

$

199

—
293

December 31, 2017
Generating Plants
Trimble County Unit 1

75.00%

Trimble County Unit 2

75.00%

$

427

$

1,032

69

$

176

1
198

LG&E
December 31, 2018
Generating Plants
E.W. Brown Units 6-7

38.00%

Paddy's Run Unit 13 & E.W. Brown Unit 5

53.00%

$

41
51

$

20
17

$

—

Trimble County Unit 1

75.00%

427

77

—

Trimble County Unit 2

14.25%

226

39

152

Trimble County Units 5-6

29.00%

32

11

—

Trimble County Units 7-10

37.00%

77

24

—

Cane Run Unit 7

22.00%

119

9

—

E.W. Brown Solar Unit

39.00%

10

1

—

—

December 31, 2017
Generating Plants
E.W. Brown Units 6-7

38.00%

Paddy's Run Unit 13 & E.W. Brown Unit 5

53.00%

$

41
52

$

17
15

$

—

Trimble County Unit 1

75.00%

427

69

1

Trimble County Unit 2

14.25%

215

36

102

Trimble County Units 5-6

29.00%

32

9

—

Trimble County Units 7-10

37.00%

73

21

—

Cane Run Unit 7

22.00%

120

8

1

E.W. Brown Solar Unit

39.00%

10

1

—

—

KU
December 31, 2018
Generating Plants
E.W. Brown Units 6-7

62.00%

Paddy's Run Unit 13 & E.W. Brown Unit 5

47.00%

$

66
46

$

31
15

$

—
—

Trimble County Unit 2

60.75%

837

160

141

Trimble County Units 5-6

71.00%

76

25

—

Trimble County Units 7-10

63.00%

129

41

—

Cane Run Unit 7

78.00%

428

36

—

E.W. Brown Solar Unit

61.00%

16

2

—
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Ownership
Interest

Construction
Work
in Progress

Accumulated
Depreciation

Electric Plant

December 31, 2017
Generating Plants
E.W. Brown Units 6-7

62.00%

Paddy's Run Unit 13 & E.W. Brown Unit 5

47.00%

$

66
46

$

27
13

$

—
—

Trimble County Unit 2

60.75%

817

140

96

Trimble County Units 5-6

71.00%

76

20

—

Trimble County Units 7-10

63.00%

120

34

—

Cane Run Unit 7

78.00%

431

31

4

E.W. Brown Solar Unit

61.00%

16

1

—

Each subsidiary owning these interests provides its own funding for its share of the facility. Each receives a portion of the total output of the generating
plants equal to its percentage ownership. The share of fuel and other operating costs associated with the plants is included in the corresponding operating
expenses on the Statements of Income.
13. Commitments and Contingencies
Energy Purchase Commitments (PPL, LKE, LG&E and KU)
LG&E and KU enter into purchase contracts to supply the coal and natural gas requirements for generation facilities and LG&E's retail natural gas supply
operations. These contracts include the following commitments:

Contract Type

Maximum
Maturity
Date

Natural Gas Fuel

2020

Natural Gas Retail Supply

2020

Coal

2023

Coal Transportation and Fleeting Services

2027

Natural Gas Transportation

2026

LG&E and KU have a power purchase agreement with OVEC expiring in June 2040. See footnote (f) to the table in "Guarantees and Other Assurances" below
for information on the OVEC power purchase contract, including recent developments in credit or debt conditions relating to OVEC. Future obligations for
power purchases from OVEC are demand payments, comprised of debt-service payments and contractually-required reimbursements of plant operating,
maintenance and other expenses, and are projected as follows:
LG&E
2019

$

KU
19

$

Total
8

$

27

2020

18

8

26

2021

19

8

27

2022

19

8

27

2023

19

8

27

297

133

430

Thereafter
$

Total

391

$

173

$

14

$

564

LG&E and KU had total energy purchases under the OVEC power purchase agreement for the years ended December 31 as follows:
2018
LG&E

$

KU

2017
14

$

6
$

Total

20

2016
16

6
$

20

7
$

23
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Legal Matters
(All Registrants)
PPL and its subsidiaries are involved in legal proceedings, claims and litigation in the ordinary course of business. PPL and its subsidiaries cannot predict the
outcome of such matters, or whether such matters may result in material liabilities, unless otherwise noted.
Talen Litigation (PPL)
Background
In September 2013, PPL Montana entered into an agreement to sell its hydroelectric generating facilities. In June 2014, PPL and PPL Energy Supply entered
into various definitive agreements with affiliates of Riverstone to spin off PPL Energy Supply and ultimately combine it with Riverstone's competitive power
generation businesses to form a stand-alone company named Talen Energy. In November 2014, after executing the spinoff agreements but prior to the closing
of the spinoff transaction, PPL Montana closed the sale of its hydroelectric generating facilities. Subsequently, on June 1, 2015, the spinoff of PPL Energy
Supply was completed. Following the spinoff transaction, PPL had no continuing ownership interest in or control of PPL Energy Supply. In connection with
the spinoff transaction, PPL Montana became Talen Montana, LLC (Talen Montana), a subsidiary of Talen Energy. Talen Energy Marketing became a
subsidiary of Talen Energy as a result of the June 2015 spinoff of PPL Energy Supply. Talen Energy has owned and operated both Talen Montana and Talen
Energy Marketing since the spinoff. At the time of the spinoff, affiliates of Riverstone acquired a 35% ownership interest in Talen Energy. Riverstone
subsequently acquired the remaining interests in Talen Energy in a take private transaction in December 2016.
Talen Montana, LLC v. PPL Corporation et al.
On October 29, 2018, Talen Montana filed a complaint against PPL and certain of its affiliates and current and former officers and directors in the First
Judicial District of the State of Montana, Lewis & Clark County (Talen Direct Action). Talen Montana alleges that in November 2014, PPL and certain
officers and directors improperly distributed to PPL's subsidiaries $733 million of the proceeds from the sale of Talen Montana's (then PPL Montana's)
hydroelectric generating facilities, rendering PPL Montana insolvent. The complaint includes claims for, among other things, breach of fiduciary duty;
aiding and abetting breach of fiduciary duty; breach of an LLC agreement; breach of the implied duty of good faith and fair dealing; tortious interference;
negligent misrepresentation; and constructive fraud. Talen Montana is seeking unspecified damages, including punitive damages, and other relief. In
December 2018, PPL moved to dismiss the Talen Direct Action for lack of jurisdiction and, in the alternative, to dismiss because Delaware is the appropriate
forum to decide this case. In January 2019, Talen Montana dismissed without prejudice all current and former PPL Corporation directors from the case. The
parties are proceeding with limited jurisdictional discovery.
Talen Montana Retirement Plan and Talen Energy Marketing, LLC, Individually and on Behalf of All Others Similarly Situated v. PPL Corporation et
al.
Also on October 29, 2018, Talen Montana Retirement Plan and Talen Energy Marketing filed a putative class action complaint on behalf of current and
contingent creditors of Talen Montana who allegedly suffered harm or allegedly will suffer reasonably foreseeable harm as a result of the November 2014
distribution. The action was filed in the Sixteenth Judicial District of the State of Montana, Rosebud County, against PPL and certain of its affiliates and
current and former officers and directors (Talen Putative Class Action). The plaintiffs assert claims for, among other things, fraudulent transfer, both actual
and constructive; recovery against subsequent transferees; civil conspiracy; aiding and abetting tortious conduct; and unjust enrichment. They are seeking
avoidance of the purportedly fraudulent transfer, unspecified damages, including punitive damages, the imposition of a constructive trust, and other relief. In
December 2018, PPL removed the Talen Putative Class Action from the Sixteenth Judicial District of the State of Montana to the United States District Court
for the District of Montana, Billings Division. In January 2019, the plaintiffs moved to remand the Talen Putative Class Action back to state court and
dismissed without prejudice all current and former PPL Corporation directors from the case. The parties are proceeding with limited jurisdictional discovery
in connection with the motion to remand.
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PPL Corporation et al. vs. Riverstone Holdings LLC, Talen Energy Corporation et al.
On November 30, 2018, PPL, certain PPL affiliates, and certain current and former officers and directors (PPL plaintiffs) filed a complaint in the Court of
Chancery of the State of Delaware seeking various forms of relief against Riverstone, Talen Energy and certain of their affiliates (Delaware Action). In the
complaint, the PPL plaintiffs ask the Delaware Court of Chancery for declaratory and injunctive relief. This includes a declaratory judgment that, under the
separation agreement governing the spinoff of PPL Energy Supply, all related claims that arise must be heard in Delaware; that the statute of limitations in
Delaware and the spinoff agreement bar these claims at this point; that PPL is not liable for the claims in either the Talen Direct Action or the Talen Putative
Class Action as PPL Montana was solvent at all relevant times; and that the separation agreement requires that Talen Energy indemnify PPL for all losses
arising from the debts of Talen Montana, among other things. PPL's complaint also seeks damages against Riverstone for interfering with the separation
agreement and against Riverstone affiliates for breach of the implied covenant of good faith and fair dealing. In addition, the complaint asks the court to
order, on behalf of creditors, the recovery of a $500 million "special cash dividend" that Riverstone extracted from Talen Energy in December 2017. On
January 11, 2019, the PPL plaintiffs filed an amended complaint, adding claims related to indemnification with respect to the Talen Direct Action and the
Talen Putative Class Action (together, the Montana Actions) and requested a declaration that the Montana Actions are time-barred under the spinoff
agreements. On February 11, 2019, the defendants filed motions to dismiss the amended complaint.
With respect to each of the Talen-related matters described above, PPL believes that the 2014 distribution of proceeds was made in compliance with all
applicable laws and that PPL Montana was solvent at all relevant times. Additionally, the agreements entered into in connection with the spinoff, which PPL
and affiliates of Talen Energy and Riverstone negotiated and executed prior to the 2014 distribution, directly address the treatment of the proceeds from the
sale of PPL Montana's hydroelectric generating facilities; in those agreements, Talen Energy and Riverstone definitively agreed that PPL was entitled to
retain the proceeds.
PPL believes that it has meritorious defenses to the claims made in the Montana Actions and intends to vigorously defend against these actions. The
Montana Actions and the Delaware Action are all in the early stages of litigation; at this time, PPL cannot predict the outcome of these matters or estimate the
range of possible losses, if any, that PPL might incur as a result of the claims, although they could be material.
(PPL, LKE and LG&E)
Cane Run Environmental Claims
In December 2013, six residents, on behalf of themselves and others similarly situated, filed a class action complaint against LG&E and PPL in the U.S.
District Court for the Western District of Kentucky (U.S. District Court) alleging violations of the Clean Air Act, RCRA, and common law claims of nuisance,
trespass and negligence. These plaintiffs seek injunctive relief and civil penalties, plus costs and attorney fees, for the alleged statutory violations. Under the
common law claims, these plaintiffs seek monetary compensation and punitive damages for property damage and diminished property values for a class
consisting of residents within four miles of the Cane Run plant, which retired three coal-fired units in 2015. In their individual capacities, these plaintiffs
sought compensation for alleged adverse health effects. In July 2014, the court dismissed the RCRA claims and all but one Clean Air Act claim, but declined
to dismiss the common law tort claims. In November 2016, the plaintiffs filed an amended complaint removing the personal injury claims and removing
certain previously named plaintiffs. In February 2017, the U.S. District Court issued an Order dismissing PPL as a defendant and dismissing the final federal
claim against LG&E. In April 2017, the U.S. District Court issued an Order declining to exercise supplemental jurisdiction on the state law claims and
dismissed the case in its entirety. In June 2017, the plaintiffs filed a class action complaint in Jefferson County, Kentucky Circuit Court, against LG&E
alleging state law nuisance, negligence and trespass tort claims. The plaintiffs seek compensatory and punitive damages for alleged property damage due to
purported plant emissions on behalf of a class of residents within one to three miles of the plant. Proceedings are currently underway regarding potential class
certification, for which a decision may be rendered in 2019. PPL, LKE and LG&E cannot predict the outcome of this matter and an estimate or range of
possible losses cannot be determined.
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(PPL, LKE and KU)
E.W. Brown Environmental Claims
On July 12, 2017, the Kentucky Waterways Alliance and the Sierra Club filed a citizen suit complaint against KU in the U.S. District Court for the Eastern
District of Kentucky (U.S. District Court) alleging discharges at the E.W. Brown plant in violation of the Clean Water Act and the plant's water discharge
permit and alleging contamination that may present an imminent and substantial endangerment in violation of the RCRA. The plaintiffs' suit relates to prior
notices of intent to file a citizen suit submitted in October and November 2015 and October 2016. These plaintiffs sought injunctive relief ordering KU to
take all actions necessary to comply with the Clean Water Act and RCRA, including ceasing the discharges in question, abating effects associated with prior
discharges and eliminating the alleged imminent and substantial endangerment. These plaintiffs also sought assessment of civil penalties and an award of
litigation costs and attorney fees. On December 28, 2017 the U.S. District Court issued an Order dismissing the Clean Water Act and RCRA complaints
against KU in their entirety. On January 26, 2018, the plaintiffs appealed the dismissal Order to the U.S. Court of Appeals for the Sixth Circuit. On September
24, 2018, the U.S. Court of Appeals for the Sixth Circuit issued its ruling affirming the lower court's decision to dismiss the Clean Water Act claims and
reversing its dismissal of the RCRA claims against KU and remanding the latter to the U.S. District Court. On October 9, 2018, KU filed a petition for
rehearing to the U.S. Court of Appeals for the Sixth Circuit regarding the RCRA claims. On November 27, 2018, the U.S. Court of Appeals for the Sixth
Circuit denied KU's petition for rehearing regarding the RCRA claims. On January 8, 2019, KU filed an answer to plaintiffs’ complaint in the U.S. District
Court.
PPL, LKE and KU cannot predict the outcome of these matters and an estimate or range of possible losses cannot be determined.
KU is undertaking extensive remedial measures at the E.W. Brown plant including closure of the former ash pond, implementation of a groundwater remedial
action plan and performance of a corrective action plan including aquatic study of adjacent surface waters and risk assessment. The aquatic study and risk
assessment are being undertaken pursuant to a 2017 agreed Order with the Kentucky Energy and Environment Cabinet (KEEC). KU conducted sampling of
Herrington Lake in 2017 and 2018. A final report of KU's findings is expected to be submitted to the KEEC in 2019. KU believes that current and planned
measures for the E.W. Brown plant, including closure of impoundments, cessation of certain discharges and deployment of new discharge controls, are
sufficient to ensure compliance with applicable requirements. However, until completion of the aquatic study and related assessments and issuance of
regulatory determinations by the KEEC, PPL, LKE and KU are unable to determine whether additional remedial measures will be required at the E.W. Brown
plant.
(All Registrants)
Regulatory Issues
See Note 7 for information on regulatory matters related to utility rate regulation.
Electricity - Reliability Standards
The NERC is responsible for establishing and enforcing mandatory reliability standards (Reliability Standards) regarding the bulk electric system in North
America. The FERC oversees this process and independently enforces the Reliability Standards.
The Reliability Standards have the force and effect of law and apply to certain users of the bulk electric system, including electric utility companies,
generators and marketers. Under the Federal Power Act, the FERC may assess civil penalties for certain violations.
PPL Electric, LG&E and KU monitor their compliance with the Reliability Standards and self-report or self-log potential violations of applicable reliability
requirements whenever identified, and submit accompanying mitigation plans, as required. The resolution of a small number of potential violations is
pending. Penalties incurred to date have not been significant. Any Regional Reliability Entity (including RFC or SERC) determination concerning the
resolution of violations of the Reliability Standards remains subject to the approval of the NERC and the FERC.
In the course of implementing their programs to ensure compliance with the Reliability Standards by those PPL affiliates subject to the standards, certain
other instances of potential non-compliance may be identified from time to time. The Registrants cannot predict the outcome of these matters, and an
estimate or range of possible losses cannot be determined.

214

Source: PPL CORP, 10-K, February 14, 2019

Powered by Morningstar® Document Research℠

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

Table of Contents
Environmental Matters
(All Registrants)
Due to the environmental issues discussed below or other environmental matters, it may be necessary for the Registrants to modify, curtail, replace or cease
operation of certain facilities or performance of certain operations to comply with statutes, regulations and other requirements of regulatory bodies or courts.
In addition, legal challenges to new environmental permits or rules add to the uncertainty of estimating the future cost of these permits and rules. Finally, the
regulatory reviews specified in the President's March 2017 Executive Order (the March 2017 Executive Order) promoting energy independence and
economic growth could result in future regulatory changes and additional uncertainty.
WPD's distribution businesses are subject to certain statutory and regulatory environmental requirements. It may be necessary for WPD to incur significant
compliance costs, which costs may be recoverable through rates subject to the approval of Ofgem. PPL believes that WPD has taken and continues to take
measures to comply with all applicable environmental laws and regulations.
LG&E and KU are entitled to recover, through the ECR mechanism, certain costs of complying with the Clean Air Act, as amended, and those federal, state or
local environmental requirements applicable to coal combustion wastes and by-products from facilities that generate electricity from coal in accordance with
approved compliance plans. Costs not covered by the ECR mechanism for LG&E and KU and all such costs for PPL Electric are subject to rate recovery
before the companies' respective state regulatory authorities, or the FERC, if applicable. Because neither WPD nor PPL Electric owns any generating plants,
their exposure to related environmental compliance costs is reduced. PPL, PPL Electric, LKE, LG&E and KU can provide no assurances as to the ultimate
outcome of future environmental or rate proceedings before regulatory authorities.
Air
(PPL, LKE, LG&E and KU)
NAAQS
The Clean Air Act, which regulates air pollutants from mobile and stationary sources in the United States, has a significant impact on the operation of fossil
fuel generation plants. Among other things, the Clean Air Act requires the EPA periodically to review and establish concentration levels in the ambient air for
six pollutants to protect public health and welfare. The six pollutants are carbon monoxide, lead, nitrogen dioxide, ozone (contributed to by nitrogen oxide
emissions), particulate matter and sulfur dioxide. The established concentration levels for these six pollutants are known as NAAQS. Under the Clean Air Act,
the EPA is required to reassess the NAAQS on a five-year schedule.
Federal environmental regulations of these six pollutants require states to adopt implementation plans, known as state implementation plans, which detail
how the state will attain the standards that are mandated by the relevant law or regulation. Each state identifies the areas within its boundaries that meet the
NAAQS (attainment areas) and those that do not (non-attainment areas), and must develop a state implementation plan both to bring non-attainment areas
into compliance with the NAAQS and to maintain good air quality in attainment areas. In addition, for attainment of ozone and fine particulates standards,
states in the eastern portion of the country, including Kentucky, are subject to a regional program developed by the EPA known as the Cross-State Air
Pollution Rule. The NAAQS, future revisions to the NAAQS and state implementation plans, or future revisions to regional programs, may require installation
of additional pollution controls, the costs of which PPL, LKE, LG&E and KU believe are subject to cost recovery.
Although PPL, LKE, LG&E and KU do not anticipate significant costs to comply with these programs, changes in market or operating conditions could result
in different costs than anticipated.
Ozone
The EPA issued the current ozone standard in October 2015. The states and the EPA are required to determine (based on ambient air monitoring data) those
areas that meet the standard and those that are in nonattainment. The EPA was scheduled to designate areas as being in attainment or nonattainment of the
current ozone standard by no later than October 2017 which was to be followed by further regulatory proceedings identifying compliance measures and
deadlines. However, the current implementation and compliance schedule is uncertain because the EPA failed to make nonattainment designations by the
applicable deadline. In addition, some industry groups have requested the EPA to defer implementation of the 2015 ozone standard, but the EPA has not yet
acted on this request. Although implementation of the 2015 ozone standard could potentially
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require the addition of SCRs at some LG&E and KU generating units, PPL, LKE, LG&E and KU are currently unable to determine what the compliance
measures and deadlines may ultimately be with respect to the new standard.
States are also obligated to address interstate transport issues associated with ozone standards through the establishment of "good neighbor" state
implementation plans for those states that are found to contribute significantly to another state's non-attainment. As a result of a partial consent decree
addressing claims regarding federal implementation, the EPA and several states, including Kentucky, have evaluated the need for further nitrogen oxide
reductions from fossil-fueled plants to address interstate impacts. On August 23, 2018, Kentucky submitted a proposed state implementation plan finding that
no additional reductions beyond existing and planned controls set forth in Kentucky's existing State Implementation Plan are necessary to prevent Kentucky
from contributing significantly to any other state's nonattainment. On September 14, 2018, the EPA announced its denial of petitions filed by Maryland and
Delaware alleging that the states including Kentucky and Pennsylvania contribute to nonattainment in the petitioning states. PPL, LKE, LG&E, and KU are
unable to predict the outcome of ongoing and future evaluations by the EPA and the states, or whether such evaluations could potentially result in
requirements for nitrogen oxide reductions beyond those currently required under the Cross-State Air Pollution Rule.
Sulfur Dioxide
In 2010, the EPA issued the current NAAQS for sulfur dioxide and required states to identify areas that meet those standards and areas that are in
nonattainment. In July 2013, the EPA finalized nonattainment designations for parts of the country, including part of Jefferson County in Kentucky. As a
result of scrubber replacements completed by LG&E at the Mill Creek plant in 2016, all Jefferson County monitors now indicate compliance with the sulfur
dioxide standards. Additionally, LG&E accepted a new sulfur dioxide emission limit to ensure continuing compliance with the NAAQS. PPL, LKE, LG&E
and KU do not anticipate any further measures to achieve compliance with the new sulfur dioxide standards.
MATS
On December 28, 2018, the EPA proposed to revise its previous finding that regulation of hazardous air emissions from coal- and oil-fired electric generating
units is justified and instead find that the agency erred in determining such regulation is “appropriate and necessary” due to mistakes in its regulatory costbenefit analysis. As a result of its review of relevant precedent, the EPA further proposed not to remove the coal- and oil-fired electric generating unit source
category from the list of sources that must be regulated under Section 112 of the Clean Air Act and leave existing emission standards in place. Finally, the
EPA proposed to find that the results of its residual risk and technology review indicate that residual risk due to air toxic emissions from this source category
is acceptable and current standards provide an ample margin of safety to protect public health. LG&E and KU have completed installation of controls at their
plants as necessary to achieve compliance with the applicable provision of MATS. It is not possible to predict the outcome of the pending regulatory
proceedings including whether existing standards may be repealed, or the resulting impacts on plant operations, financial condition or results of operations.
Climate Change
There is continuing world-wide attention focused on issues related to climate change. In June 2016, President Obama announced that the United States,
Canada and Mexico established the North American Climate, Clean Energy, and Environment Partnership Plan, which specifies actions to promote clean
energy, address climate change and protect the environment. The plan includes a goal to provide 50% of the energy used in North America from clean energy
sources by 2025. The plan does not impose any nation-specific requirements.
In December 2015, 195 nations, including the U.S., signed the Paris Agreement on Climate, which establishes a comprehensive framework for the reduction
of GHG emissions from both developed and developing nations. Although the agreement does not establish binding reduction requirements, it requires each
nation to prepare, communicate, and maintain GHG reduction commitments. Reductions can be achieved in a variety of ways, including energy conservation,
power plant efficiency improvements, reduced utilization of coal-fired generation or replacing coal-fired generation with natural gas or renewable generation.
Based on the EPA's rules issued in 2015 imposing GHG emission standards for both new and existing power plants, the U.S. committed to an initial reduction
target of 26% to 28% below 2005 levels by 2025. However, on June 1, 2017, President Trump announced a plan to withdraw from the Paris Agreement and
undertake negotiations to reenter the current agreement or enter a new agreement on terms more favorable to the U.S. Under the terms of the Paris Agreement,
any U.S. withdrawal would not be complete until November 2020.
Additionally, the March 2017 Executive Order directed the EPA to review its 2015 greenhouse gas rules for consistency with certain policy directives and
suspend, revise, or rescind those rules as appropriate. The March 2017 Executive Order also
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directs rescission of specified guidance, directives, and prior Presidential actions regarding climate change. PPL, LKE, LG&E and KU cannot predict the
outcome of such regulatory actions or the impact, if any, on plant operations, rate treatment or future capital or operating needs.
The U.K. has enacted binding carbon reduction requirements that are applicable to WPD. Under the U.K. law, WPD must purchase carbon allowances to offset
emissions associated with WPD's operations. The cost of these allowances is not significant and is included in WPD's current operating expenses.
The EPA's Rules under Section 111 of the Clean Air Act including the EPA's Proposed Affordable Clean Energy Rule
In 2015 the EPA finalized rules imposing GHG emission standards for both new and existing power plants and had proposed a federal implementation plan
that would apply to any states that failed to submit an acceptable state implementation plan to reduce GHG emissions on a state-by-state basis (the Clean
Power Plan).
Following legal challenges to the Clean Power Plan, a stay of those rules by the U.S. Supreme Court and the March 2017 Executive Order requiring the EPA
to review the Clean Power Plan in October 2017, the EPA proposed to rescind the Clean Power Plan. On August 21, 2018, the EPA proposed the Affordable
Clean Energy (ACE) Rule as a replacement for the Clean Power Plan pertaining to existing sources. The ACE Rule would give states broad latitude in
establishing emission guidelines providing for plant-specific efficiency upgrades or "heat-rate improvements" that would reduce GHG emissions per unit of
electricity generated. The ACE Rule proposes a list of "candidate technologies" that would be considered in establishing standards of performance at
individual power plants. The ACE Rule also proposes new criteria for determining whether such efficiency projects would trigger New Source Review and
thus be subject to more stringent emission controls.
In April 2014, the Kentucky General Assembly passed legislation limiting the measures that the Kentucky Energy and Environment Cabinet may consider in
setting performance standards to comply with the Clean Power Plan, if enacted. The legislation provides that such state GHG performance standards will be
based on emission reductions, efficiency measures and other improvements available at each power plant, rather than renewable energy, end-use energy
efficiency, fuel switching and re-dispatch. These statutory restrictions are broadly consistent with the EPA's proposed ACE Rule.
LG&E and KU are monitoring developments at the state and federal level. Until the ACE Rule is finalized and the state determines implementation measures,
PPL, LKE, LG&E and KU cannot predict the potential impact, if any, on plant operations, future capital or operating costs. PPL, LKE, LG&E and KU believe
that the costs, which could be significant, would be subject to rate recovery.
Sulfuric Acid Mist Emissions (PPL, LKE and LG&E)
In June 2016, the EPA issued a notice of violation under the Clean Air Act alleging that LG&E violated applicable rules relating to sulfuric acid mist
emissions at its Mill Creek plant. The notice alleges failure to install proper controls, failure to operate the facility consistent with good air pollution control
practice, and causing emissions exceeding applicable requirements or constituting a nuisance or endangerment. LG&E believes it has complied with
applicable regulations during the relevant time period. Discussions between the EPA and LG&E are ongoing. The parties have entered into a tolling
agreement with respect to this matter through June 2019. PPL, LKE and LG&E are unable to predict the outcome of this matter or the potential impact on
operations of the Mill Creek plant, including increased capital or operating costs, and potential civil penalties or remedial measures, if any.
Water/Waste
(PPL, LKE, LG&E and KU)
CCRs
In April 2015, the EPA published its final rule regulating CCRs. CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes. The rule became
effective in October 2015. It imposes extensive new requirements, including location restrictions, design and operating standards, groundwater monitoring
and corrective action requirements, and closure and post-closure care requirements on CCR impoundments and landfills that are located on active power
plants in the United States and not closed. Under the rule, CCRs are regulated as non-hazardous under Subtitle D of RCRA and beneficial use of CCRs is
allowed, with some restrictions. The rule's requirements for covered CCR impoundments and landfills include implementation of
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groundwater monitoring and commencement or completion of closure activities generally between three and ten years from certain triggering events. The
rule requires posting of compliance documentation on a publicly accessible website. Industry groups, environmental groups, individual companies and
others have filed legal challenges to the final rule, which are pending before the D.C. Circuit Court of Appeals. On March 1, 2018, the EPA proposed
amendments to the CCR rule primarily relating to impoundment closure and remediation requirements. On July 30, 2018, the EPA published in the Federal
Register a final rule extending the deadline for closure of certain impoundments to October 2020 and adopting substantive changes relating to certifications,
suspensions of groundwater monitoring and groundwater protection standards for certain constituents. The EPA has announced that additional amendments
to the rule will be proposed. On August 21, 2018, the D.C. Circuit Court of Appeals vacated and remanded portions of the CCR rule including provisions
allowing unlined impoundments to continue operating and exempting inactive impoundments at inactive plants from regulation. PPL, LKE, LG&E and KU
are unable to predict the outcome of the ongoing rulemaking or potential impacts on current LG&E and KU compliance plans. The Registrants are currently
finalizing closure plans and schedules.
In January 2017, Kentucky issued a new state rule relating to CCR matters, effective May 2017, aimed at reflecting the requirements of the federal CCR rule.
In May 2017, a resident adjacent to LG&E's and KU's Trimble County plant filed a lawsuit in Franklin County, Kentucky Circuit Court against the Kentucky
Energy and Environmental Cabinet and LG&E seeking to invalidate the new rule. On January 31, 2018, the state court issued an opinion invalidating certain
procedural elements of the new rule but finding the substantive requirements of the new rule to be consistent with those of the federal CCR rule. This ruling
was not appealed by any party to the litigation and is now final. Accordingly, LG&E and KU presently operate their facilities under continuing permits
authorized via the former program and do not currently anticipate material impacts as a result of the judicial ruling. Separately, in December 2016, federal
legislation was enacted that authorized the EPA to approve equally protective state programs that would operate in lieu of the CCR rule. The Kentucky
Energy and Environmental Cabinet has indicated it may propose rules under such authority in the future.
LG&E and KU received KPSC approval for a compliance plan providing for the closure of impoundments at the Mill Creek, Trimble County, E.W. Brown,
and Ghent stations, and construction of process water management facilities at those plants. In addition to the foregoing measures required for compliance
with the federal CCR rule, KU also received KPSC approval for its plans to close impoundments at the retired Green River, Pineville and Tyrone plants to
comply with applicable state law. On January 26, 2018, KU filed an application requesting a CPCN and approval of amendments to the second phase of its
compliance plan for the landfill at the E.W. Brown station. On July 9, 2018, the KPSC granted approval to KU for amendments to the second phase of its
compliance plan for the landfill at the E.W. Brown station.
In connection with the final CCR rule, LG&E and KU recorded adjustments to existing AROs beginning in 2015, and continue to record adjustments as
required. See Note 19 for additional information. Further changes to AROs, current capital plans or operating costs may be required as estimates are refined
based on closure developments, groundwater monitoring results, and regulatory or legal proceedings. Costs relating to this rule are subject to rate recovery.
Clean Water Act
Regulations under the federal Clean Water Act dictate permitting and mitigation requirements for facilities and construction projects in the United States.
Many of those requirements relate to power plant operations, including requirements related to the treatment of pollutants in effluents prior to discharge, the
temperature of effluent discharges and the location, design and construction of cooling water intake structures at generating facilities, standards intended to
protect aquatic organisms that become trapped at or pulled through cooling water intake structures at generating facilities. The requirements could impose
significant costs for LG&E and KU, which are subject to rate recovery.
Litigation is currently pending in various courts relating to whether Clean Water Act jurisdiction covers discharges of contaminated groundwater that reach
surface water via a direct hydrologic connection. Courts in different jurisdictions have come to contrary conclusions in the past. On February 20, 2018, the
EPA issued a notice requesting comment on the scope of discharges subject to regulation under the Clean Water Act. Specifically, the EPA seeks comments
on whether Clean Water Act jurisdiction should cover discharges to groundwater that reach surface water via a direct hydrologic connection. Extending
Clean Water Act jurisdiction to such discharges could potentially subject certain releases from CCR impoundments to additional permitting and remediation
requirements. PPL, LKE, LG&E and KU are unable to predict the future regulatory developments or potential impacts on current LG&E and KU compliance
plans.
ELGs
In September 2015, the EPA released its final ELGs for wastewater discharge permits for new and existing steam electric generating facilities. The rule
provides strict technology-based discharge limitations for control of pollutants in scrubber
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wastewater, fly ash and bottom ash transport water, mercury control wastewater, gasification wastewater and combustion residual leachate. The new
guidelines require deployment of additional control technologies providing physical, chemical and biological treatment of wastewaters. The guidelines also
mandate operational changes including "no discharge" requirements for fly ash and bottom ash transport waters and mercury control wastewaters. The
implementation date for individual generating stations will be determined by the states on a case-by-case basis according to criteria provided by the EPA.
Industry groups, environmental groups, individual companies and others have filed legal challenges to the final rule, which have been consolidated before
the U.S. Court of Appeals for the Fifth Circuit. In April 2017, the EPA announced that it would grant petitions for reconsideration of the rule. In September
2017, the EPA published in the Federal Register a proposed rule that would postpone the compliance date for requirements relating to bottom ash transport
waters and scrubber wastewaters discharge limits. The EPA expects to complete its reconsideration of best available technology standards by the fall of 2020.
Upon completion of the ongoing regulatory proceedings, the rule will be implemented by the states in the course of their normal permitting activities. LG&E
and KU are developing compliance strategies and schedules. PPL, LKE, LG&E and KU are unable to predict the outcome of the EPA's pending
reconsideration of the rule or fully estimate compliance costs or timing. Additionally, certain aspects of these compliance plans and estimates relate to
developments in state water quality standards, which are separate from the ELG rule or its implementation. Costs to comply with ELGs or other discharge
limits are expected to be significant. Certain costs are included in the Registrants' capital plans and are subject to rate recovery.
Seepages and Groundwater Infiltration
In addition to the actions described above, LG&E and KU have completed, or are completing, assessments of seepages or groundwater infiltration at various
facilities and have completed, or are working with agencies to implement, further testing, monitoring or abatement measures, where applicable. Depending on
the circumstances in each case, certain costs, which may be subject to rate recovery, could be significant. LG&E and KU cannot currently estimate a possible
loss or range of possible losses related to this matter.
(All Registrants)
Other Issues
In June 2016, the Frank Lautenberg Chemical Safety Act took effect as an amendment to the Toxic Substance Control Act (TSCA). The Act made no changes
to the pre-existing TSCA rules as it pertains to polychlorinated biphenyls (PCB). Registrants have been concerned that the EPA may issue a rule under TSCA
relating to the use of PCBs in electrical equipment and natural gas pipelines, as well as continued use of PCB-contaminated porous surfaces which may affect
Registrants' facilities in the United States, including phase-out of some or all equipment containing PCBs. The costs of such a phase-out, which are subject to
rate recovery, could be significant. However, the EPA has continued to defer undertaking the rule-making of concern and no such rulemaking is on the EPA's
rulemaking docket.
Superfund and Other Remediation
PPL Electric, LG&E and KU are potentially responsible for investigating, responding to agency inquiries, implementing various preventative measures,
and/or remediating contamination under programs other than those described in the sections above. These include a number of former coal gas manufacturing
plants in Pennsylvania and Kentucky previously owned or operated or currently owned by predecessors or affiliates of PPL Electric, LG&E and KU. To date,
the costs of these sites have not been significant.
There are additional sites, formerly owned or operated by PPL Electric, LG&E and KU predecessors or affiliates. PPL Electric, LG&E and KU lack sufficient
information about such additional sites to estimate any potential liability they may have or a range of reasonably possible losses, if any, related to these
matters.
PPL Electric is potentially responsible for a share of the costs at several sites listed by the EPA under the federal Superfund program, including the Columbia
Gas Plant site and the Brodhead site. Clean-up actions have been or are being undertaken at all of these sites, the costs of which have not been, and are not
expected to be, significant to PPL Electric.
The EPA is evaluating the risks associated with polycyclic aromatic hydrocarbons and naphthalene, chemical by-products of coal gas manufacturing. As a
result of the EPA's evaluation, individual states may establish stricter standards for water quality and soil cleanup. This could require several PPL subsidiaries
to take more extensive assessment and remedial actions at former coal gas manufacturing plants. PPL, PPL Electric, LKE, LG&E and KU cannot estimate a
range of reasonably possible losses, if any, related to these matters.
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From time to time, PPL's subsidiaries in the United States undertake testing, monitoring or remedial action in response to notices of violations, spills or other
releases at various on-site and off-site locations, negotiate with the EPA and state and local agencies regarding actions necessary to comply with applicable
requirements, negotiate with property owners and other third parties alleging impacts from PPL's operations and undertake similar actions necessary to
resolve environmental matters that arise in the course of normal operations. Based on analyses to date, resolution of these environmental matters is not
expected to have a significant adverse impact on the operations of PPL Electric, LG&E and KU.
As of December 31, 2018 and December 31, 2017, PPL Electric had a recorded liability of $11 million and $10 million representing its best estimate of the
probable loss incurred to remediate the sites identified in this section. Depending on the outcome of investigations at identified sites where investigations
have not begun or been completed, or developments at sites for which information is incomplete, additional costs of remediation could be incurred; however,
such costs are not expected to be significant.
Future cleanup or remediation work at sites not yet identified may result in significant additional costs for PPL, PPL Electric, LKE, LG&E and KU. Insurance
policies maintained by LKE, LG&E and KU may be available to cover certain of the costs or other obligations related to these matters but the amount of
insurance coverage or reimbursement cannot be estimated or assured.
Other
Labor Union Agreements
(LKE and KU)
In August 2018, KU and the IBEW ratified a three-year labor agreement through August 2021. The agreement covers approximately 68 employees. The
agreement includes a wage reopener in 2020. The terms of the new labor agreement are not expected to have a significant impact on the financial results of
LKE or KU.
The Registrants cannot predict the outcome of future union labor negotiations.
Separation Benefits
(PPL and PPL Electric)
In June 2018, PPL EU Services announced it was reorganizing its IT organization into the following new areas: planning, operations, data and information
management and IT transformation. Organizational plans and staffing selections for the new IT organization were substantially completed in the third quarter
of 2018 which reduced the number of contractors and PPL EU Services’ employees in IT. Affected employees had the option of joining a managed services
vendor, applying for a newly created position in IT or opting for severance. As a result, for the twelve months ended December 31, 2018, estimated charges
for separation benefits of $6 million, which were primarily allocated to PPL Electric, relating to 86 displaced PPL EU Services’ IT employees, was recorded in
“Other operation and maintenance” on the Statement of Income and in “Other current liabilities” on the Balance Sheet. The separation benefits include cash
severance compensation, lump sum COBRA reimbursement payments, outplacement services and accelerated stock award vesting and were primarily paid in
2018.
Guarantees and Other Assurances
(All Registrants)
In the normal course of business, the Registrants enter into agreements that provide financial performance assurance to third parties on behalf of certain
subsidiaries. Such agreements include, for example, guarantees, stand-by letters of credit issued by financial institutions and surety bonds issued by insurance
companies. These agreements are entered into primarily to support or enhance the creditworthiness attributed to a subsidiary on a stand-alone basis or to
facilitate the commercial activities in which these subsidiaries engage.
(PPL)
PPL fully and unconditionally guarantees all of the debt securities of PPL Capital Funding.
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(All Registrants)
The table below details guarantees provided as of December 31, 2018. "Exposure" represents the estimated maximum potential amount of future payments
that could be required to be made under the guarantee. The probability of expected payment/performance under each of these guarantees is remote except for
"WPD guarantee of pension and other obligations of unconsolidated entities." The total recorded liability at December 31, 2018 was $6 million for PPL. The
total recorded liability at December 31, 2017 was $17 million for PPL and $11 million for LKE. For reporting purposes, on a consolidated basis, all
guarantees of PPL Electric, LKE, LG&E and KU also apply to PPL, and all guarantees of LG&E and KU also apply to LKE.
Exposure at
December 31, 2018

Expiration
Date

PPL
Indemnifications related to the WPD Midlands acquisition

(a)

WPD indemnifications for entities in liquidation and sales of assets

$

WPD guarantee of pension and other obligations of unconsolidated entities

10 (b)

2020

80 (c)

PPL Electric
Guarantee of inventory value

8 (d)

2020

200 (e)

2021

LKE
Indemnification of lease termination and other divestitures
LG&E and KU
LG&E and KU obligation of shortfall related to OVEC

(f)

(a)

Indemnifications related to certain liabilities, including a specific unresolved tax issue and those relating to properties and assets owned by the seller that were transferred to WPD
Midlands in connection with the acquisition. A cross indemnity has been received from the seller on the tax issue. The maximum exposure and expiration of these
indemnifications cannot be estimated because the maximum potential liability is not capped and the expiration date is not specified in the transaction documents.
(b) Indemnification to the liquidators and certain others for existing liabilities or expenses or liabilities arising during the liquidation process. The indemnifications are limited to
distributions made from the subsidiary to its parent either prior or subsequent to liquidation or are not explicitly stated in the agreements. The indemnifications generally expire
two to seven years subsequent to the date of dissolution of the entities. The exposure noted only includes those cases where the agreements provide for specific limits.
In connection with their sales of various businesses, WPD and its affiliates have provided the purchasers with indemnifications that are standard for such transactions, including
indemnifications for certain pre-existing liabilities and environmental and tax matters or have agreed to continue their obligations under existing third-party guarantees, either for
a set period of time following the transactions or upon the condition that the purchasers make reasonable efforts to terminate the guarantees. Additionally, WPD and its affiliates
remain secondarily responsible for lease payments under certain leases that they have assigned to third parties.
(c) Relates to certain obligations of discontinued or modified electric associations that were guaranteed at the time of privatization by the participating members. Costs are allocated to
the members and can be reallocated if an existing member becomes insolvent. At December 31, 2018, WPD has recorded an estimated discounted liability for which the expected
payment/performance is probable. Neither the expiration date nor the maximum amount of potential payments for certain obligations is explicitly stated in the related agreements,
and as a result, the exposure has been estimated.
(d) A third party logistics firm provides inventory procurement and fulfillment services. The logistics firm has title to the inventory, however, upon termination of the contracts, PPL
Electric has guaranteed to purchase any remaining inventory that has not been used or sold. In January 2018, this agreement was superseded by a new contract which extends the
guarantee until 2020.
(e) LKE provides certain indemnifications covering the due and punctual payment, performance and discharge by each party of its respective obligations. The most comprehensive
of these guarantees is the LKE guarantee covering operational, regulatory and environmental commitments and indemnifications made by WKE under a 2009 Transaction
Termination Agreement. This guarantee has a term of 12 years ending July 2021, and a maximum exposure of $200 million, exclusive of certain items such as government fines
and penalties that may exceed the maximum. Additionally, LKE has indemnified various third parties related to historical obligations for other divested subsidiaries and affiliates.
The indemnifications vary by entity and the maximum exposures range from being capped at the sale price to no specified maximum. LKE could be required to perform on these
indemnifications in the event of covered losses or liabilities being claimed by an indemnified party. LKE cannot predict the ultimate outcomes of the various indemnification
scenarios, but does not expect such outcomes to result in significant losses above the amounts recorded.
(f) Pursuant to the OVEC power purchase contract, LG&E and KU are obligated to pay for their share of OVEC's excess debt service, post-retirement and decommissioning costs, as
well as any shortfall from amounts included within a demand charge designed and expected to cover these costs over the term of the contract. LKE's proportionate share of
OVEC's outstanding debt was $113 million at December 31, 2018, consisting of LG&E's share of $78 million and KU's share of $35 million. The maximum exposure and the
expiration date of these potential obligations are not presently determinable. See "Energy Purchase Commitments" above for additional information on the OVEC power purchase
contract.
In March 2018, a sponsor with a pro-rata share of certain OVEC obligations of 4.85% filed for bankruptcy under Chapter 11 and, in August 2018, received a rejection Order for
the OVEC power purchase contract in the bankruptcy proceeding. OVEC and certain sponsors are appealing this action, in addition to pursuing appropriate rejection claims in the
bankruptcy proceeding. OVEC and certain of its sponsors, including LG&E and KU, are analyzing certain potential additional credit support actions to preserve OVEC's access to
credit markets or mitigate risks or adverse impacts relating thereto, including increased interest costs, establishing or continuing debt reserve accounts or other changes involving
OVEC's existing short and long-term debt. The ultimate outcome of these matters, including the sponsor bankruptcy and related proceedings and any other potential impact on
LG&E's and KU's obligations relating to OVEC debt under the power purchase contract cannot be predicted.
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The Registrants provide other miscellaneous guarantees through contracts entered into in the normal course of business. These guarantees are primarily in the
form of indemnification or warranties related to services or equipment and vary in duration. The amounts of these guarantees often are not explicitly stated,
and the overall maximum amount of the obligation under such guarantees cannot be reasonably estimated. Historically, no significant payments have been
made with respect to these types of guarantees and the probability of payment/performance under these guarantees is remote.
PPL, on behalf of itself and certain of its subsidiaries, maintains insurance that covers liability assumed under contract for bodily injury and property damage.
The coverage provides maximum aggregate coverage of $225 million. This insurance may be applicable to obligations under certain of these contractual
arrangements.
14. Related Party Transactions
Wholesale Sales and Purchases (LG&E and KU)
LG&E and KU jointly dispatch their generation units with the lowest cost generation used to serve their retail customers. When LG&E has excess generation
capacity after serving its own retail customers and its generation cost is lower than that of KU, KU purchases electricity from LG&E and vice versa. These
transactions are reflected in the Statements of Income as "Electric revenue from affiliate" and "Energy purchases from affiliate" and are recorded at a price
equal to the seller's fuel cost plus any split savings. Savings realized from such intercompany transactions are shared equally between both companies. The
volume of energy each company has to sell to the other is dependent on its retail customers' needs and its available generation.
Support Costs (PPL Electric, LKE, LG&E and KU)
PPL Services, PPL EU Services and LKS provide PPL, PPL Electric and LKE, their respective subsidiaries, including LG&E and KU, and each other with
administrative, management and support services. For all service companies, the costs of these services are charged to the respective recipients as direct
support costs. General costs that cannot be directly attributed to a specific entity are allocated and charged to the respective recipients as indirect support
costs. PPL Services and PPL EU Services use a three-factor methodology that includes the applicable recipients' invested capital, operation and maintenance
expenses and number of employees to allocate indirect costs. PPL Services may also use a ratio of overall direct and indirect costs or a weighted average cost
ratio. LKS bases its indirect allocations on the subsidiaries' number of employees, total assets, revenues, number of customers and/or other statistical
information. PPL Services, PPL EU Services and LKS charged the following amounts for the years ended December 31, including amounts applied to
accounts that are further distributed between capital and expense on the books of the recipients, based on methods that are believed to be reasonable.
2018
PPL Electric from PPL Services

$

LKE from PPL Services

2017
59

$

2016
182

$

132

26

20

PPL Electric from PPL EU Services

148

64

18
69

LG&E from LKS

151

169

178

KU from LKS

169

190

194

In addition to the charges for services noted above, LKS makes payments on behalf of LG&E and KU for fuel purchases and other costs for products or
services provided by third parties. LG&E and KU also provide services to each other and to LKS. Billings between LG&E and KU relate to labor and
overheads associated with union and hourly employees performing work for the other company, charges related to jointly-owned generating units and other
miscellaneous charges. Tax settlements between LKE and LG&E and KU are reimbursed through LKS.
Intercompany Borrowings
(PPL Electric)
PPL Energy Funding maintains a revolving line of credit with a PPL Electric subsidiary. In June 2018, the revolving line of credit was increased by $250
million and the limit as of December 31, 2018 was $650 million. No balance was outstanding at December 31, 2018 and 2017. The interest rates on
borrowings are equal to one-month LIBOR plus a spread. Interest income is reflected in "Interest Income from Affiliate" on the Income Statements.
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(LKE)
LKE maintains a $375 million revolving line of credit with a PPL Energy Funding subsidiary whereby LKE can borrow funds on a short-term basis at marketbased rates. In October 2018, the revolving line of credit was increased by $75 million to the current limit of $375 million. The interest rates on borrowings
are equal to one-month LIBOR plus a spread. At December 31, 2018 and 2017, $113 million and $225 million were outstanding and reflected in "Notes
payable with affiliates" on the Balance Sheets. The interest rate on the outstanding borrowings at December 31, 2018 and 2017 were 3.85% and 2.87%.
Interest expense on the revolving line of credit was not significant for 2018, 2017 or 2016.
LKE maintains an agreement with a PPL affiliate that has a $300 million borrowing limit whereby LKE can loan funds on a short-term basis at market-based
rates. No balance was outstanding at December 31, 2018 and 2017. The interest rate on the
loan based on the PPL affiliates credit rating is currently equal to one-month LIBOR plus a spread.
LKE maintains a $400 million ten-year-note with a PPL affiliate with an interest rate of 3.5%. At December 31, 2018 and 2017, the note was reflected in
"Long-term debt to affiliate" on the Balance Sheets. Interest expense on this note was $14 million for 2018 and 2017 and not significant for 2016.
In May 2018, LKE borrowed $250 million from a PPL affiliate through the issuance of a 4% ten-year note due 2028 with interest due in May and November.
At December 31, 2018, the note was reflected in "Long-term debt to affiliate" on the Balance Sheets. The proceeds were used to repay its outstanding notes
payable with a PPL Energy Funding subsidiary. Interest expense on this note was $7 million for 2018.
(LG&E)
LG&E participates in an intercompany money pool agreement whereby LKE and/or KU make available to LG&E funds up to $500 million at an interest rate
based on a market index of commercial paper issues. No balances were outstanding at December 31, 2018 and 2017.
(KU)
KU participates in an intercompany money pool agreement whereby LKE and/or LG&E make available to KU funds up to $500 million at an interest rate
based on a market index of commercial paper issues. No balances were outstanding at December 31, 2018 and 2017.
Other (PPL Electric, LKE, LG&E and KU)
See Note 1 for discussions regarding the intercompany tax sharing agreement (for PPL Electric, LKE, LG&E and KU) and intercompany allocations of stockbased compensation expense (for PPL Electric and LKE). For PPL Electric, LG&E and KU, see Note 11 for discussions regarding intercompany allocations
associated with defined benefits. For PPL Electric, see Note 13 for discussions regarding separation benefits.
15. Other Income (Expense) - net
(PPL)
The breakdown of "Other Income (Expense) - net" for the years ended December 31, was:
2018

2017

2016

Other Income
Economic foreign currency exchange contracts (Note 17)

$

Defined benefit plans - non-service credits (Note 11)
Interest income
AFUDC - equity component
Miscellaneous

150

(261)

$

384

167

6

2

3

21

16

19

6

Total Other Income

$

257

440

112

17
(59)

6
524
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2018

2017

2016

Other Expense
Charitable contributions

24

8

9

Miscellaneous

20

21

13

Total Other Expense

44
$

Other Income (Expense) - net

396

29
$

(88)

22
$

502

(PPL Electric)
The breakdown of "Other Income (Expense) - net" for the years ended December 31, was:
2018

2017

2016

Other Income
Interest income

$

2

AFUDC - equity component

$

1

20

Defined benefit plans - non-service credits (Note 11)

$

1

15

18
3

5

1

Miscellaneous

—

—

2

Total Other Income

27

17

24

Charitable contribution

3

2

2

Miscellaneous

1

3

2

Total Other Expense

4

5

Other Expense

$

Other Income (Expense) - net

23

$

12

4
$

20

16. Fair Value Measurements
(All Registrants)
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date (an exit price). A market approach (generally, data from market transactions), an income approach (generally, present value techniques and
option-pricing models), and/or a cost approach (generally, replacement cost) are used to measure the fair value of an asset or liability, as appropriate. These
valuation approaches incorporate inputs such as observable, independent market data and/or unobservable data that management believes are predicated on
the assumptions market participants would use to price an asset or liability. These inputs may incorporate, as applicable, certain risks such as nonperformance
risk, which includes credit risk. The fair value of a group of financial assets and liabilities is measured on a net basis. See Note 1 for information on the levels
in the fair value hierarchy.
Recurring Fair Value Measurements
The assets and liabilities measured at fair value were:
December 31, 2018
Total

Level 1

December 31, 2017

Level 2

Level 3

Total

Level 1

Level 2

Level 3

PPL
Assets
Cash and cash equivalents

$

621

$

621

$

—

$

—

$

485

$

485

$

—

$

—

Restricted cash and cash equivalents (a)

22

22

—

—

26

26

—

—

Special use funds (a)

59

59

—

—

—

—

—

—

Foreign currency contracts

202

—

202

—

163

—

163

—

Cross-currency swaps

135

—

135

—

101

—

101

—

337

—

337

—

264

—

264

—

Price risk management assets (b):

Total price risk management assets
Total assets

$

1,039

$

702

$

337

$

—

$

775

$

511

$

264

$

—
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December 31, 2018
Total

Level 1

December 31, 2017

Level 2

Level 3

Total

Level 1

Level 2

Level 3

Liabilities
Price risk management liabilities (b):
Interest rate swaps

$

Foreign currency contracts
Total price risk management liabilities

20

$

2

—

$

—

20

$

2

—

$

—

26

$

148

—

$

—

26

$

148

—
—

$

22

$

—

$

22

$

—

$

174

$

—

$

174

$

—

$

267

$

267

$

—

$

—

$

49

$

49

$

—

$

—

PPL Electric
Assets
Cash and cash equivalents
Restricted cash and cash equivalents (a)
Total assets

2

2

—

—

2

2

—

—

$

269

$

269

$

—

$

—

$

51

$

51

$

—

$

—

$

24

$

24

$

—

$

—

$

30

$

30

$

—

$

—

$

24

$

24

$

—

$

—

$

30

$

30

$

—

$

—

$

20

$

—

$

20

$

—

$

26

$

—

$

26

$

—

$

20

$

—

$

20

$

—

$

26

$

—

$

26

$

—

$

10

$

10

$

—

$

—

$

15

$

15

$

—

$

—

$

10

$

10

$

—

$

—

$

15

$

15

$

—

$

—

$

20

$

—

$

20

$

—

$

26

$

—

$

26

$

—

$

20

$

—

$

20

$

—

$

26

$

—

$

26

$

—

$

14

$

14

$

—

$

—

$

15

$

15

$

—

$

—

$

14

$

14

$

—

$

—

$

15

$

15

$

—

$

—

LKE
Assets
Cash and cash equivalents
Total assets

Liabilities
Price risk management liabilities:
Interest rate swaps
Total price risk management liabilities

LG&E
Assets
Cash and cash equivalents
Total assets

Liabilities
Price risk management liabilities:
Interest rate swaps
Total price risk management liabilities

KU
Assets
Cash and cash equivalents
Total assets

(a) Current portion is included in "Other current assets" and long-term portion is included in "Other noncurrent assets" on the Balance Sheets.
(b) Current portion is included in "Price risk management assets" and "Other current liabilities" and noncurrent portion is included in "Price risk management assets" and "Other
deferred credits and noncurrent liabilities" on the Balance Sheets.

Special Use Funds
(PPL)
The special use funds are investments restricted for paying active union employee medical costs. In May 2018, PPL received a favorable private letter ruling
from the IRS permitting a transfer of excess funds from the PPL Bargaining Unit Retiree Health Plan VEBA to a new subaccount within the VEBA to be used
to pay medical claims of active bargaining unit employees. The funds are invested primarily in money market funds.
Price Risk Management Assets/Liabilities - Interest Rate Swaps/Foreign Currency Contracts/Cross-Currency Swaps (PPL, LKE, LG&E and KU)
To manage interest rate risk, PPL, LKE, LG&E and KU use interest rate contracts such as forward-starting swaps, floating-to-fixed swaps and fixed-to-floating
swaps. To manage foreign currency exchange risk, PPL uses foreign currency contracts such as forwards, options, and cross-currency swaps that contain
characteristics of both interest rate and foreign currency contracts. An income approach is used to measure the fair value of these contracts, utilizing readily
observable inputs, such as forward
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interest rates (e.g., LIBOR and government security rates) and forward foreign currency exchange rates (e.g., GBP), as well as inputs that may not be
observable, such as credit valuation adjustments. In certain cases, market information cannot practicably be obtained to value credit risk and therefore
internal models are relied upon. These models use projected probabilities of default and estimated recovery rates based on historical observances. When the
credit valuation adjustment is significant to the overall valuation, the contracts are classified as Level 3.
Financial Instruments Not Recorded at Fair Value (All Registrants)
The carrying amounts of long-term debt on the Balance Sheets and their estimated fair values are set forth below. Long-term debt is classified as Level 2. The
effect of third-party credit enhancements is not included in the fair value measurement.
December 31, 2018
Carrying
Amount (a)
PPL

$

20,599

December 31, 2017
Carrying
Amount (a)

Fair Value
$

22,939

$

20,195

Fair Value
$

23,783

PPL Electric

3,694

3,901

3,298

3,769

LKE

5,502

5,768

5,159

5,670

LG&E

1,809

1,874

1,709

1,865

KU

2,321

2,451

2,328

2,605

(a)

Amounts are net of debt issuance costs.

The carrying amounts of other current financial instruments (except for long-term debt due within one year) approximate their fair values because of their
short-term nature.
17. Derivative Instruments and Hedging Activities
Risk Management Objectives
(All Registrants)
PPL has a risk management policy approved by the Board of Directors to manage market risk associated with commodities, interest rates on debt issuances
and foreign exchange (including price, liquidity and volumetric risk) and credit risk (including non-performance risk and payment default risk). The Risk
Management Committee, comprised of senior management and chaired by the Senior Director-Risk Management, oversees the risk management function.
Key risk control activities designed to ensure compliance with the risk policy and detailed programs include, but are not limited to, credit review and
approval, validation of transactions, verification of risk and transaction limits, value-at-risk analyses (VaR, a statistical model that attempts to estimate the
value of potential loss over a given holding period under normal market conditions at a given confidence level) and the coordination and reporting of the
Enterprise Risk Management program.
Market Risk
Market risk includes the potential loss that may be incurred as a result of price changes associated with a particular financial or commodity instrument as well
as market liquidity and volumetric risks. Forward contracts, futures contracts, options, swaps and structured transactions are utilized as part of risk
management strategies to minimize unanticipated fluctuations in earnings caused by changes in commodity prices, interest rates and foreign currency
exchange rates. Many of these contracts meet the definition of a derivative. All derivatives are recognized on the Balance Sheets at their fair value, unless
NPNS is elected.
The following summarizes the market risks that affect PPL and its subsidiaries.
Interest Rate Risk
•

PPL and its subsidiaries are exposed to interest rate risk associated with forecasted fixed-rate and existing floating-rate debt issuances. PPL and WPD
hold over-the-counter cross currency swaps to limit exposure to market fluctuations on interest and principal payments from changes in foreign currency
exchange rates and interest rates. PPL, LKE and LG&E utilize over-the-counter interest rate swaps to limit exposure to market fluctuations on floatingrate debt. PPL, LKE, LG&E and KU utilize forward starting interest rate swaps to hedge changes in benchmark interest rates, when appropriate, in
connection with future debt issuances.
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•

PPL and its subsidiaries are exposed to interest rate risk associated with debt securities and derivatives held by defined benefit plans. This risk is
significantly mitigated to the extent that the plans are sponsored at, or sponsored on behalf of, the regulated domestic utilities and for certain plans at
WPD due to the recovery methods in place.

Foreign Currency Risk (PPL)
•

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

(All Registrants)
Commodity Price Risk
PPL is exposed to commodity price risk through its domestic subsidiaries as described below.
•
•

PPL Electric is required to purchase electricity to fulfill its obligation as a PLR. Potential commodity price risk is insignificant and mitigated through its
PUC-approved cost recovery mechanism and full-requirement supply agreements to serve its PLR customers which transfer the risk to energy suppliers.
LG&E's and KU's rates include certain mechanisms for fuel, fuel-related expenses and energy purchases. In addition, LG&E's rates include a mechanism
for natural gas supply expenses. These mechanisms generally provide for timely recovery of market price fluctuations associated with these expenses.

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

WPD is exposed to volumetric risk which is significantly mitigated as a result of the method of regulation in the U.K. Under the RIIO-ED1 price control
regulations, recovery of such exposure occurs on a two year lag. See Note 1 for additional information on revenue recognition under RIIO-ED1.
PPL Electric, LG&E and KU are exposed to volumetric risk on retail sales, mainly due to weather and other economic conditions for which there is
limited mitigation between rate cases.

Equity Securities Price Risk
•
•

PPL and its subsidiaries are exposed to equity securities price risk associated with the fair value of the defined benefit plans' assets. This risk is
significantly mitigated at the regulated domestic utilities and for certain plans at WPD due to the recovery methods in place.
PPL is exposed to equity securities price risk from future stock sales and/or purchases.

Credit Risk
Credit risk is the potential loss that may be incurred due to a counterparty's non-performance.
PPL is exposed to credit risk from "in-the-money" interest rate and foreign currency derivatives with financial institutions, as well as additional credit risk
through certain of its subsidiaries, as discussed below.
In the event a supplier of PPL Electric, LG&E or KU defaults on its obligation, those Registrants would be required to seek replacement power or replacement
fuel in the market. In general, subject to regulatory review or other processes, appropriate incremental costs incurred by these entities would be recoverable
from customers through applicable rate mechanisms, thereby mitigating the financial risk for these entities.
PPL and its subsidiaries have credit policies in place to manage credit risk, including the use of an established credit approval process, daily monitoring of
counterparty positions and the use of master netting agreements or provisions. These agreements generally include credit mitigation provisions, such as
margin, prepayment or collateral requirements. PPL and its subsidiaries may request additional credit assurance, in certain circumstances, in the event that the
counterparties' credit ratings fall below investment grade, their tangible net worth falls below specified percentages or their exposures exceed an established
credit limit.
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Master Netting Arrangements (PPL, LKE, LG&E and KU)
Net derivative positions on the balance sheets are not offset against the right to reclaim cash collateral (a receivable) or the obligation to return cash collateral
(a payable) under master netting arrangements.
PPL had a $40 million and $20 million obligation to return cash collateral under master netting arrangements at December 31, 2018 and 2017.
PPL had no obligation to post cash collateral under master netting arrangements at December 31, 2018 and 2017.
LKE, LG&E and KU had no obligation to return cash collateral under master netting arrangements at December 31, 2018 and 2017.
LKE, LG&E and KU had no cash collateral posted under master netting arrangements at December 31, 2018 and 2017.
See "Offsetting Derivative Instruments" below for a summary of derivative positions presented in the balance sheets where a right of setoff exists under these
arrangements.
Interest Rate Risk
(All Registrants)
PPL and its subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. A variety of financial derivative instruments are
utilized to adjust the mix of fixed and floating interest rates in their debt portfolios, adjust the duration of the debt portfolios and lock in benchmark interest
rates in anticipation of future financing, when appropriate. Risk limits under PPL's risk management program are designed to balance risk exposure to
volatility in interest expense and changes in the fair value of the debt portfolio due to changes in benchmark interest rates. In addition, the interest rate risk of
certain subsidiaries is potentially mitigated as a result of the existing regulatory framework or the timing of rate cases.
Cash Flow Hedges (PPL)
Interest rate risks include exposure to adverse interest rate movements for outstanding variable rate debt and for future anticipated financings. Financial
interest rate swap contracts that qualify as cash flow hedges may be entered into to hedge floating interest rate risk associated with both existing and
anticipated debt issuances. PPL had no such contracts at December 31, 2018.
For 2018 and 2017, PPL had no hedge ineffectiveness associated with interest rate derivatives. For 2016, hedge ineffectiveness associated with interest rate
derivatives was insignificant.
At December 31, 2018, PPL held an aggregate notional value in cross-currency interest rate swap contracts of $702 million that range in maturity from 2021
through 2028 to hedge the interest payments and principal of WPD's U.S. dollar-denominated senior notes.
For 2018, 2017 and 2016, PPL had no hedge ineffectiveness associated with cross-currency interest rate swap derivatives.
Cash flow hedges are discontinued if it is no longer probable that the original forecasted transaction will occur by the end of the originally specified time
period and any amounts previously recorded in AOCI are reclassified into earnings once it is determined that the hedged transaction is not probable of
occurring.
For 2018 and 2016, PPL had no cash flow hedges reclassified into earnings associated with discontinued cash flow hedges and had an insignificant amount
of cash flow hedges reclassified into earnings associated with discontinued cash flow hedges in 2017.
At December 31, 2018, the amount of accumulated net unrecognized after-tax gains (losses) on qualifying derivatives expected to be reclassified into
earnings during the next 12 months is insignificant. Amounts are reclassified as the hedged interest expense is recorded.

228

Source: PPL CORP, 10-K, February 14, 2019

Powered by Morningstar® Document Research℠

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

Table of Contents
Economic Activity (PPL, LKE and LG&E)
LG&E enters into interest rate swap contracts that economically hedge interest payments on variable rate debt. Because realized gains and losses from the
swaps, including terminated swap contracts, are recoverable through regulated rates, any subsequent changes in fair value of these derivatives are included in
regulatory assets or liabilities until they are realized as interest expense. Realized gains and losses are recognized in "Interest Expense" on the Statements of
Income at the time the underlying hedged interest expense is recorded. In December 2016, a swap with a notional amount of $32 million was terminated. A
cash settlement of $9 million was paid on the terminated swap. The settlement is included in noncurrent regulatory assets on the Balance Sheet and in "Cash
Flows from Operating Activities" on the Statement of Cash Flows. At December 31, 2018, LG&E held contracts with a notional amount of $147 million that
range in maturity through 2033.
Foreign Currency Risk
(PPL)
PPL is exposed to foreign currency risk, primarily through investments in and earnings of U.K. affiliates. PPL has adopted a foreign currency risk management
program designed to hedge certain foreign currency exposures, including firm commitments, recognized assets or liabilities, anticipated transactions and net
investments. In addition, PPL enters into financial instruments to protect against foreign currency translation risk of expected GBP earnings.
Net Investment Hedges
PPL enters into foreign currency contracts on behalf of a subsidiary to protect the value of a portion of its net investment in WPD. There were no contracts
outstanding at December 31, 2018.
At December 31, 2018 and 2017, PPL had $31 million and $22 million of accumulated net investment hedge after tax gains (losses) that were included in the
foreign currency translation adjustment component of AOCI.
Economic Activity
PPL enters into foreign currency contracts on behalf of a subsidiary to economically hedge GBP-denominated anticipated earnings. At December 31, 2018,
the total exposure hedged by PPL was approximately £1.5 billion (approximately $2.2 billion based on contracted rates). These contracts had termination
dates ranging from January 2019 through October 2020.
In the third quarter of 2016, PPL settled foreign currency hedges related to 2017 and 2018 anticipated earnings, resulting in receipt of $310 million of cash
and entered into new hedges at current market rates. The notional amount of the settled hedges was approximately £1.3 billion (approximately $2.0 billion
based on contracted rates) with termination dates from January 2017 through November 2018. The settlement did not have a significant impact on net
income as the hedge values were previously marked to fair value and recognized in "Other Income (Expense) - net" on the Statement of Income.
Accounting and Reporting
(All Registrants)
All derivative instruments are recorded at fair value on the Balance Sheet as an asset or liability unless NPNS is elected. NPNS contracts for PPL and PPL
Electric include certain full-requirement purchase contracts and other physical purchase contracts. Changes in the fair value of derivatives not designated as
NPNS are recognized in earnings unless specific hedge accounting criteria are met and designated as such, except for the changes in fair values of LG&E's
interest rate swaps that are recognized as regulatory assets or regulatory liabilities. See Note 7 for amounts recorded in regulatory assets and regulatory
liabilities at December 31, 2018 and 2017.
See Note 1 for additional information on accounting policies related to derivative instruments.
(PPL)
The following table presents the fair value and location of derivative instruments recorded on the Balance Sheets.
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December 31, 2018

December 31, 2017

Derivatives designated as
hedging instruments

Derivatives not designated
as hedging instruments

Derivatives designated as
hedging instruments

Assets

Assets

Assets

Liabilities

Liabilities

Derivatives not designated
as hedging instruments

Liabilities

Assets

Liabilities

Current:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps (b)

$

Cross-currency swaps (b)
Foreign currency contracts
Total current

—

$

—

$

—

$

4

$

—

$

—

$

—

$

4

6

—

—

—

4

—

—

—

—

—

103

2

—

—

45

67

6

—

103

6

4

—

45

71

22

Noncurrent:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps (b)
Cross-currency swaps (b)
Foreign currency contracts
Total noncurrent
Total derivatives

—

—

—

16

—

—

—

129

—

—

—

97

—

—

—

—

—

99

—

—

—

118

81

129
$

135

—
$

—

99
$

202

16
$

22

97
$

101

—
$

118

—

$

163

103
$

174

(a)

Current portion is included in "Price risk management assets" and "Other current liabilities" and noncurrent portion is included in "Price risk management assets" and "Other
deferred credits and noncurrent liabilities" on the Balance Sheets.
(b) Excludes accrued interest, if applicable.

The following tables present the pre-tax effect of derivative instruments recognized in income, OCI or regulatory assets and regulatory liabilities.

Derivative Gain
(Loss) Recognized in
OCI (Effective Portion)

Derivative
Relationships

Location of Gain (Loss)
Recognized in Income
on Derivative

Gain (Loss) Recognized
in Income on Derivative
(Ineffective Portion and
Amount Excluded from
Effectiveness Testing)

Gain (Loss) Reclassified
from AOCI into Income
(Effective Portion)

2018
Cash Flow Hedges:
Interest rate swaps

$

Cross-currency swaps

4
41

Interest Expense

$

Other Income (Expense) - net
Interest Expense

Total

$

45

$

11

(8)

$

42

—

1
$

—
—

35

$

—

(9)

$

—

Net Investment Hedges:
Foreign currency contracts

2017
Cash Flow Hedges:
Interest rate swaps

$

Cross-currency swaps
Total

—
(98)

$

(98)

$

1

Interest Expense

$

Other Income (Expense) - net

(82)
$

—

(91)

$

—

(7)

$

—

Net Investment Hedges:
Foreign currency contracts

2016
Cash Flow Hedges:
Interest rate swaps

$

Cross-currency swaps

(21)

Interest Expense

130

Other Income (Expense) - net

$

116

Interest Expense
Total

$

109

$

2

—

3
$

112

—
$

—

Net Investment Hedges:
Foreign currency contracts
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Derivatives Not Designated as
Hedging Instruments

Location of Gain (Loss) Recognized in
Income on Derivative

Foreign currency contracts

Other Income (Expense) - net

Interest rate swaps

Interest Expense

2018

Interest rate swaps

150

$

2016
(261)

(5)

Total

Derivatives Not Designated as
Hedging Instruments

2017

$
$

$

2018

Regulatory assets - noncurrent

384

$

377

(6)

145

Location of Gain (Loss) Recognized as
Regulatory Liabilities/Assets

$

(7)

(267)

2017

$

6

$

2016
5

$

7

(LKE and LG&E)
The following table presents the fair value and the location on the Balance Sheets of derivatives not designated as hedging instruments.
December 31, 2018
Assets

December 31, 2017

Liabilities

Assets

Liabilities

Current:
Price Risk Management
Assets/Liabilities:
Interest rate swaps

$

Total current

—

$

4

$

—

$

4

—

4

—

4

Interest rate swaps

—

16

—

22

Total noncurrent

—

16

—

Noncurrent:
Price Risk Management
Assets/Liabilities:

$

Total derivatives

—

$

20

$

—

22
$

26

The following tables present the pre-tax effect of derivatives not designated as cash flow hedges that are recognized in income or regulatory assets.
Derivative Instruments
Interest rate swaps
Derivative Instruments
Interest rate swaps

Location of Gain (Loss)

2018
$

Interest Expense
Location of Gain (Loss)
Regulatory assets - noncurrent

2017
(5)

$

2018
$

2016
(6)

$

2017
6

$

(7)
2016

5

$

7

(PPL, LKE, LG&E and KU)
Offsetting Derivative Instruments
PPL, LKE, LG&E and KU or certain of their subsidiaries have master netting arrangements in place and also enter into agreements pursuant to which they
purchase or sell certain energy and other products. Under the agreements, upon termination of the agreement as a result of a default or other termination
event, the non-defaulting party typically would have a right to set off amounts owed under the agreement against any other obligations arising between the
two parties (whether under the agreement or not), whether matured or contingent and irrespective of the currency, place of payment or place of booking of the
obligation.
PPL, LKE, LG&E and KU have elected not to offset derivative assets and liabilities and not to offset net derivative positions against the right to reclaim cash
collateral pledged (an asset) or the obligation to return cash collateral received (a liability) under derivatives agreements. The table below summarizes the
derivative positions presented in the balance sheets where a right of setoff exists under these arrangements and related cash collateral received or pledged.
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Assets

Liabilities

Eligible for Offset
Cash
Collateral
Received

Derivative
Instruments

Gross

Eligible for Offset

Net

Cash
Collateral
Pledged

Derivative
Instruments

Gross

Net

December 31, 2018
Treasury Derivatives
PPL

$

337

$

2

$

40

$

295

$

22

$

2

$

—

$

20

LKE

—

—

—

—

20

—

—

20

LG&E

—

—

—

—

20

—

—

20

December 31, 2017
Treasury Derivatives
PPL

$

264

$

107

$

20

$

137

$

174

$

107

$

—

$

67

LKE

—

—

—

—

26

—

—

26

LG&E

—

—

—

—

26

—

—

26

Credit Risk-Related Contingent Features
Certain derivative contracts contain credit risk-related contingent features, which when in a net liability position, would permit the counterparties to require
the transfer of additional collateral upon a decrease in the credit ratings of PPL, LKE, LG&E and KU or certain of their subsidiaries. Most of these features
would require the transfer of additional collateral or permit the counterparty to terminate the contract if the applicable credit rating were to fall below
investment grade. Some of these features also would allow the counterparty to require additional collateral upon each downgrade in credit rating at levels
that remain above investment grade. In either case, if the applicable credit rating were to fall below investment grade, and assuming no assignment to an
investment grade affiliate were allowed, most of these credit contingent features require either immediate payment of the net liability as a termination
payment or immediate and ongoing full collateralization on derivative instruments in net liability positions.
Additionally, certain derivative contracts contain credit risk-related contingent features that require adequate assurance of performance be provided if the
other party has reasonable concerns regarding the performance of PPL's, LKE's, LG&E's and KU's obligations under the contracts. A counterparty demanding
adequate assurance could require a transfer of additional collateral or other security, including letters of credit, cash and guarantees from a creditworthy
entity. This would typically involve negotiations among the parties. However, amounts disclosed below represent assumed immediate payment or immediate
and ongoing full collateralization for derivative instruments in net liability positions with "adequate assurance" features.
(PPL, LKE and LG&E)
At December 31, 2018, derivative contracts in a net liability position that contain credit risk-related contingent features, collateral posted on those positions
and the related effect of a decrease in credit ratings below investment grade are summarized as follows:
PPL
Aggregate fair value of derivative instruments in a net liability position with credit risk-related contingent features
Aggregate fair value of collateral posted on these derivative instruments
Aggregate fair value of additional collateral requirements in the event of a credit downgrade below investment
grade (a)
(a)

$

LKE
6

$

LG&E
6

$

6

—

—

—

6

6

6

Includes the effect of net receivables and payables already recorded on the Balance Sheet.

18. Goodwill and Other Intangible Assets
Goodwill
(PPL)
The changes in the carrying amount of goodwill by segment were:
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U.K.
Regulated
2018
Balance at beginning of period (a)

$

Effect of foreign currency exchange rates

2,596

Balance at end of period (a)

2017
$

(149)

Goodwill recognized during the period (b)

—
$

2,447

Kentucky
Regulated

$

2018

2,398

$

Corporate and
Other

2017

662

$

662

2018
$

Total

2017

—

$

2018
—

$

198

—

—

—

—

(149)

—

—

—

53

—

53

2,596

$

662

$

662

$

53

$

—

2017

3,258

$

$

3,060
198
—

3,162

$

3,258

(a) There were no accumulated impairment losses related to goodwill.
(b) Recognized as a result of the acquisition of Safari Energy.

Other Intangible Assets
(PPL)
The gross carrying amount and the accumulated amortization of other intangible assets were:
December 31, 2018
Gross
Carrying
Amount

December 31, 2017
Gross
Carrying
Amount

Accumulated
Amortization

Accumulated
Amortization

Subject to amortization:
Contracts (a)

$

137

Land rights and easements

$

75

418

Licenses and other
Total subject to amortization

$

138

128

$

67

382

120

21

1

8

3

576

204

528

190

339

—

359

—

6

—

—

—

345

—

359

Not subject to amortization due to indefinite life:
Land rights and easements
Other
Total not subject to amortization due to indefinite life
$

Total
(a)

921

$

204

$

—

887

$

190

Gross carrying amount in 2018 and 2017 includes the fair value at the acquisition date of the OVEC power purchase contract with terms favorable to market recognized as a result
of the 2010 acquisition of LKE by PPL.

Current intangible assets are included in "Other current assets" and long-term intangible assets are included in "Other intangibles" on the Balance Sheets.
Amortization Expense was as follows:
2018
Intangible assets with no regulatory offset

$

2017
7

Intangible assets with regulatory offset

$

8
$

Total

2016
6

$

6

9

15

$

7

$

24

15

$

30

7

$

7

$

15

Amortization expense for each of the next five years is estimated to be:
2019
Intangible assets with no regulatory offset

$

Intangible assets with regulatory offset
Total

2020
7

$

9
$

16

2021
7

$

8
$

15

2022
8

$

15

2023
8

$

15

8
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(PPL Electric)
The gross carrying amount and the accumulated amortization of other intangible assets were:
December 31, 2018
Gross
Carrying
Amount

December 31, 2017
Gross
Carrying
Amount

Accumulated
Amortization

Accumulated
Amortization

Subject to amortization:
Land rights and easements

$

363

Licenses and other
Total subject to amortization

$

121

$

361

$

117

2

1

3

1

365

122

364

118

Not subject to amortization due to indefinite life:
Land rights and easements

17
$

Total

—

382

$

13

122

$

—

377

$

118

Intangible assets are shown as "Intangibles" on the Balance Sheets.
Amortization expense was insignificant in 2018, 2017 and 2016 and is expected to be insignificant in future years.
(LKE)
The gross carrying amount and the accumulated amortization of other intangible assets were:
December 31, 2018
Gross
Carrying
Amount

December 31, 2017
Gross
Carrying
Amount

Accumulated
Amortization

Accumulated
Amortization

Subject to amortization:
Land rights and easements

$

21

OVEC power purchase agreement (a)
$

Total subject to amortization
(a)

$

3

126
147

$

21

66
$

$

3

126

69

$

58

147

$

61

Gross carrying amount represents the fair value at the acquisition date of the OVEC power purchase contract recognized as a result of the 2010 acquisition by PPL. An offsetting
regulatory liability was recorded related to this contract, which is being amortized over the same period as the intangible asset, eliminating any income statement impact. See Note
7 for additional information.

Long-term intangible assets are presented as "Other intangibles" on the Balance Sheets.
Amortization expense was as follows:
2018
Intangible assets with no regulatory offset

$

2017
—

Intangible assets with regulatory offset

$

8
$

Total

8

2016
—

$

1

9
$

24

9

$

8

$

25

Amortization expense for each of the next five years is estimated to be:
2019
Intangible assets with regulatory offset

$

2020
9

$

2021
8

$

2022
8

$

2023
8
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(LG&E)
The gross carrying amount and the accumulated amortization of other intangible assets were:
December 31, 2018
Gross
Carrying
Amount

December 31, 2017
Gross
Carrying
Amount

Accumulated
Amortization

Accumulated
Amortization

Subject to amortization:
Land rights and easements

$

7

OVEC power purchase agreement (a)
$

Total subject to amortization
(a)

$

1

87
94

$

7

46
$

$

1

87

47

$

40

94

$

41

Gross carrying amount represents the fair value at the acquisition date of the OVEC power purchase contract recognized as a result of the 2010 acquisition by PPL. An offsetting
regulatory liability was recorded related to this contract, which is being amortized over the same period as the intangible asset, eliminating any income statement impact. See Note
7 for additional information.

Long-term intangible assets are presented as "Other intangibles" on the Balance Sheets.
Amortization expense was as follows:
2018
Intangible assets with regulatory offset

2017

$

6

$

6

$

2016
6

$

6

$

13

Amortization expense for each of the next five years is estimated to be:
2019
Intangible assets with regulatory offset

$

2020
6

$

2021
6

2022

$

2023
6

(KU)
The gross carrying amount and the accumulated amortization of other intangible assets were:
December 31, 2018
Gross
Carrying
Amount

December 31, 2017
Gross
Carrying
Amount

Accumulated
Amortization

Accumulated
Amortization

Subject to amortization:
Land rights and easements

$

14

OVEC power purchase agreement (a)
$

Total subject to amortization
(a)

$

2

39
53

$

14

20
$

$

2

39

22

$

18

53

$

20

Gross carrying amount represents the fair value at the acquisition date of the OVEC power purchase contract recognized as a result of the 2010 acquisition by PPL. An offsetting
regulatory liability was recorded related to this contract, which is being amortized over the same period as the intangible asset, eliminating any income statement impact. See Note
7 for additional information.

Long-term intangible assets are presented as "Other intangibles" on the Balance Sheets.
Amortization expense was as follows:
2018
Intangible assets with no regulatory offset

$

2017
—

Intangible assets with regulatory offset

$

2
$

Total

2

2016
—

$

1

3
$

11

3

$

2

$

12

Amortization expense for each of the next five years is estimated to be:
2019
Intangible assets with regulatory offset

$

2020
3

$

2021
2

$

2022
2

$

2023
2
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19. Asset Retirement Obligations
(PPL)
WPD has recorded conditional AROs required by U.K. law related to treated wood poles, gas-filled switchgear and fluid-filled cables.
(PPL and PPL Electric)
PPL Electric has identified legal retirement obligations for the retirement of certain transmission assets that could not be reasonably estimated due to
indeterminable settlement dates. These assets are located on rights-of-way that allow the grantor to require PPL Electric to relocate or remove the assets. Since
this option is at the discretion of the grantor of the right-of-way, PPL Electric is unable to determine when these events may occur.
(PPL, LKE, LG&E and KU)
LKE, LG&E's and KU's ARO liabilities are primarily related to CCR closure costs. See Note 13 for information on the CCR rule. ARO regulatory assets
associated with certain CCR projects are amortized to expense in accordance with regulatory approvals. LG&E also has AROs related to natural gas mains
and wells. LG&E's and KU's transmission and distribution lines largely operate under perpetual property easement agreements, which do not generally require
restoration upon removal of the property. Therefore, no material AROs are recorded for transmission and distribution assets. As described in Notes 1 and 7, for
LKE, LG&E and KU, all ARO accretion and depreciation expenses are reclassified as a regulatory asset. For other AROs, at the time of retirement, the related
ARO regulatory asset is offset against the associated cost of removal regulatory liability, PP&E and ARO liability.
The changes in the carrying amounts of AROs were as follows:
PPL
2018
ARO at beginning of period

$

397

Accretion
Obligations incurred
Changes in estimated timing or cost
Effect of foreign currency exchange rates
Obligations settled
$

ARO at end of period

LKE
2017

$

2018

488

$

LG&E
2017

356

$

433

2018
$

KU
2017

121

$

2018

145

$

2017

235

$

288

20

21

18

20

6

7

12

8

—

8

—

—

—

8

13
—

(3)

(73)

(14)

(54)

(2)

(8)

(12)

(46)

(3)

4

—

—

—

—

—

—

(72)

(43)

(72)

(43)

(22)

(23)

(50)

(20)

347

$

397

$

296

$

356

$

103

$

121

$

193

$

235

20. Accumulated Other Comprehensive Income (Loss)
(PPL and LKE)
The after-tax changes in AOCI by component for the years ended December 31 were as follows:
Defined benefit plans
Foreign
currency
translation
adjustments

Unrealized gains
(losses) on
qualifying
derivatives

Equity
investees'
AOCI

Prior
service
costs

Actuarial
gain
(loss)

Total

PPL
December 31, 2015

$

Amounts arising during the year
Reclassifications from AOCI

$

—

Net OCI during the year
December 31, 2016

(520)
(1,107)
(1,107)

$

(1,627)

$

(7)

$

—

$

(6)

$

(2,195)

91

—

(3)

(61)

(91)

(1)

1

121

—

(1)

(2)

60

(7)

$

(1)

$

(8)

$

(2,135)

$

(2,728)
(1,080)
30
(1,050)

$

(3,778)
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Defined benefit plans
Foreign
currency
translation
adjustments

Amounts arising during the year

538

Reclassifications from AOCI

—

Net OCI during the year
December 31, 2017

538
$

Amounts arising during the year

(1,089)

$

(444)

Reclassifications from AOCI

—

Net OCI during the year

(444)

Adoption of reclassification of certain tax effects
from AOCI guidance cumulative effect adjustment
(Note 1)
December 31, 2018

Unrealized gains
(losses) on
qualifying
derivatives

—
$

(1,533)

Equity
investees'
AOCI

Actuarial
gain
(loss)

Total

(79)

—

—

(308)

151

73

1

1

130

205

(6)

1

1

(178)

(13)

$

—

$

(7)

$

(2,313)

356
$

(3,422)

36

—

(11)

(187)

(29)

—

2

142

115

7

—

(9)

(45)

(491)

(1)
$

Prior
service
costs

(7)

—

(3)

(606)

(47)

(51)

$

—

$

(19)

$

(2,405)

$

(3,964)

$

—

$

(10)

$

(36)

$

(46)

LKE
December 31, 2015
Amounts arising during the year

—

—

(27)

Reclassifications from AOCI

(1)

2

2

3

Net OCI during the year

(1)

2

(25)

(24)

$

December 31, 2016

Amounts arising during the year

(1)

$

(8)

$

(61)

(27)

$

(70)

—

(2)

(23)

Reclassifications from AOCI

1

1

5

7

Net OCI during the year

1

(1)

(18)

(18)

$

December 31, 2017

—

$

(9)

$

(79)

(25)

$

(88)

Amounts arising during the year

—

—

7

7

Reclassifications from AOCI

—

2

8

10

Net OCI during the year

—

2

15

17

Adoption of reclassification of certain tax effects
from AOCI guidance cumulative effect adjustment
(Note 1)

—
$

December 31, 2018

—

(2)
$

(9)

(16)
$

(80)

(18)
$

(89)
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The following table presents PPL's gains (losses) and related income taxes for reclassifications from AOCI for the years ended December 31, 2018, 2017 and
2016. LKE amounts are insignificant for the years ended December 31, 2018, 2017 and 2016. The defined benefit plan components of AOCI are not reflected
in their entirety in the statement of income; rather, they are included in the computation of net periodic defined benefit costs (credits) and subject to
capitalization. See Note 11 for additional information.
PPL
Details about AOCI

2018

2017

Affected Line Item on the
Statements of Income

2016

Qualifying derivatives
Interest rate swaps

$

Cross-currency swaps
Total Pre-tax

(8)

$

(9)

$

(7)

42

(82)

116

1

—

35

(91)

112

3

Income Taxes

(6)

18

(21)

Total After-tax

29

(73)

91

Equity Investees' AOCI

—

(1)

1

Total Pre-tax

—

(1)

1

Income Taxes

—

—

—

Total After-tax

—

(1)

1

Interest Expense
Other Income (Expense) - net
Interest Expense

Other Income (Expense) - net

Defined benefit plans
Prior service costs

(2)

(2)

(2)

(178)

(167)

(156)

Total Pre-tax

(180)

(169)

(158)

Income Taxes

36

38

36

Total After-tax

(144)

(131)

(122)

Net actuarial loss

Total reclassifications during the year

$

(115)

$

(205)

$

(30)

21. New Accounting Guidance Pending Adoption
(All Registrants)
Accounting for Leases
In February 2016, the Financial Accounting Standards Board (FASB) issued accounting guidance for leases. This new guidance requires lessees to recognize
a right-of-use asset and a lease liability for virtually all of their leases (other than leases that meet the definition of a short-term lease). For income statement
purposes, the FASB retained a dual model for lessees, requiring leases to be classified as either operating or finance. Operating leases will result in straightline expense (similar to current operating leases) while finance leases will result in a front-loaded expense pattern (similar to current capital leases).
Classification will be based on criteria that are largely similar to those applied in current lease accounting, but without explicit bright line tests. The
Registrants currently do not have any finance leases.
Lessor accounting under the new guidance is similar to the current model, but updated to align with certain changes to the lessee model and the new revenue
recognition standard. Similar to current practice, lessors will classify leases as operating, direct financing, or sales-type. The Registrants currently do not have
significant lessor activity.
The Registrants adopted this standard on January 1, 2019 using a modified retrospective transition method with transition applied as of the beginning of the
period of adoption. Additionally, the Registrants have elected the following practical expedients:
•
•

For existing leases, the Registrants did not re-assess whether those contracts contain leases, retained existing lease classifications and did not
reassess initial direct costs.
The Registrants did not evaluate land easements that were not previously accounted for as leases under this new guidance. Land easements are
evaluated under this new guidance beginning January 1, 2019.
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Key implementation activities have been completed, which included compiling the lease inventory, concluding on industry issues and implementing
controls over the new requirements to record operating leases on the balance sheet. The Registrants are expecting amounts recorded on the balance sheet at
adoption to be approximately:
PPL
Right of Use Asset

$

LKE
80

$

LGE
55

$

KU
25

$

30

Current Lease Liability

25

20

10

10

Noncurrent Lease Liability

65

45

15

25

The Registrants’ are expecting no impact to the Statements of Cash Flows or Statements of Income. The Registrants will also provide additional disclosures
around the nature of the leasing activities beginning in the Form 10-Q for the period ended March 31, 2019. These include additional qualitative disclosures,
such as a general description of leases, and quantitative disclosures, such as lease costs, weighted average remaining lease term and weighted average
discount rate.
Accounting for Financial Instrument Credit Losses
In June 2016, the FASB issued accounting guidance that requires the use of a current expected credit loss (CECL) model for the measurement of credit losses
on financial instruments within the scope of this guidance, which includes accounts receivable. The CECL model requires an entity to measure credit losses
using historical information, current information and reasonable and supportable forecasts of future events, rather than the incurred loss impairment model
required under current GAAP.
For public business entities, this guidance will be applied using a modified retrospective approach and is effective for fiscal years beginning after December
15, 2019, and interim periods within those years. All entities may early adopt this guidance beginning after December 15, 2018, including interim periods
within those years.
The Registrants are currently assessing the impact of adopting this guidance and the period they will adopt it.
Improvements to Accounting for Hedging Activities
In August 2017, the FASB issued accounting guidance that reduces complexity when applying hedge accounting as well as improves transparency about an
entity's risk management activities. This guidance eliminates recognizing hedge ineffectiveness for cash flow and net investment hedges and provides for the
ability to perform subsequent effectiveness assessments qualitatively. The guidance also makes certain changes to allowable methodologies such as allowing
entities to apply the short-cut method to partial-term fair value hedges of interest rate risk as well as expands the ability to apply the critical terms match
method to cash flow hedges of groups of forecasted transactions.
For public business entities, this guidance is effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2018. Early
adoption is permitted. This standard must be adopted using a modified retrospective approach and provides for certain transition elections that must be made
prior to the first effectiveness testing date after adoption.
The Registrants will also provide additional disclosures around the income statement impacts of hedging activities as well as remove disclosures related to
ineffectiveness in the Form 10-Q for the period ended March 31, 2019. Other impacts of adopting this guidance are not expected to be material. The
Registrants adopted this guidance effective January 1, 2019.
Accounting for Implementation Costs in a Cloud Computing Service Arrangement
In August 2018, the FASB issued accounting guidance that requires a customer in a cloud computing hosting arrangement that is a service contract to
capitalize implementation costs consistent with internal-use software guidance for non-service arrangements. Prior guidance had not addressed these
implementation costs. The guidance requires these capitalized implementation costs to be amortized over the term of the hosting arrangement to the
statement of income line item where the service arrangement costs are recorded. The guidance also prescribes the financial statement classification of the
capitalized implementation costs and cash flows associated with the arrangement. Additional quantitative and qualitative disclosures are also required.
For public business entities, this guidance is effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2019. Early
adoption is permitted. This standard must be applied either retrospectively or prospectively to all implementation costs incurred after the date of adoption.
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The Registrants are currently assessing the impact of adopting this guidance and the period they will adopt it.
Simplifying the Test for Goodwill Impairment (PPL, LKE, LG&E and KU)
In January 2017, the FASB issued accounting guidance that simplifies the test for goodwill impairment by eliminating the second step of the quantitative
test. The second step of the quantitative test requires a calculation of the implied fair value of goodwill, which is determined in the same manner as the
amount of goodwill in a business combination. Under this new guidance, an entity will now compare the estimated fair value of a reporting unit with its
carrying value and recognize an impairment charge for the amount the carrying amount exceeds the fair value of the reporting unit.
For public business entities, this guidance will be applied prospectively and is effective for annual or any interim goodwill impairment tests for fiscal years
beginning after December 15, 2019. All entities may early adopt this guidance for interim or annual goodwill impairment tests performed on testing dates
after January 1, 2017.
The Registrants are currently assessing the impact of adopting this guidance and the period they will adopt it.
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SCHEDULE I - LG&E and KU Energy LLC
CONDENSED UNCONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31,
(Millions of Dollars)

2018
Other Income (Expense) - net
Equity in Earnings of Subsidiaries
Interest Income with Affiliate

$

Total

2017
470
25

$

2016
397
14

$

452
9

495

411

461

Interest Expense

29

30

29

Interest Expense with Affiliate

28

20

18

Income Before Income Taxes

438

361

414

Income Tax Expense (Benefit)

(7)
$

Net Income
Total other comprehensive income (loss)

445

45
$

17
$

Comprehensive Income Attributable to Member

462

316

(15)
$

(18)
$

298

429
(24)

$

405

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

241

Source: PPL CORP, 10-K, February 14, 2019

Powered by Morningstar® Document Research℠

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

Table of Contents

SCHEDULE I - LG&E and KU Energy LLC
CONDENSED UNCONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31,
(Millions of Dollars)

2018
Cash Flows from Operating Activities
Net cash provided by (used in) operating activities

$

2017
346

$

2016
401

$

285

Cash Flows from Investing Activities
Capital contributions to affiliated subsidiaries
Net decrease (increase) in notes receivable from affiliates

(128)
(26)

(30)
(28)

(91)
47

Net cash provided by (used in) investing activities

(154)

(58)

(44)

Cash Flows from Financing Activities
Net increase (decrease) in notes payable with affiliates
Net increase (decrease) in short-term debt
Contribution from member
Distribution to member

110
—
—
(302)

58
—
—
(402)

90
(75)
61
(316)

Net cash provided by (used in) financing activities

(192)

(344)

(240)

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period

—
—

(1)
1

1
—

Cash and Cash Equivalents at End of Period

$

—

$

—

$

1

Supplemental disclosures of cash flow information:
Cash Dividends Received from Subsidiaries

$

402

$

418

$

376

The accompanying Notes to Condensed Unconsolidated Financial Statements are an integral part of the financial statements.
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SCHEDULE I - LG&E and KU Energy LLC
CONDENSED UNCONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
(Millions of Dollars)

2018

2017

Assets
Current Assets
Accounts receivable
Accounts receivable from affiliates
Income taxes receivable
Notes receivable from affiliates
Total Current Assets

$

Investments
Affiliated companies at equity
Other Noncurrent Assets
Deferred income taxes
Total Assets

—
—
—
1,061

$

1
8
1
1,035

1,061

1,045

5,422

5,209

299

263

$

6,782

$

6,517

$

177
487
11
6

$

241
469
35
5

Liabilities and Equity
Current Liabilities
Notes payable to affiliates
Accounts payable to affiliates
Taxes
Other current liabilities
Total Current Liabilities

681

750

Long-term Debt
Long-term debt
Notes payable to affiliates

723
650

722
476

1,373

1,198

5

6

4,723

4,563

Total Long-term Debt
Deferred Credits and Other Noncurrent Liabilities
Equity
Total Liabilities and Equity

$

6,782

$

6,517

The accompanying Notes to Condensed Unconsolidated Financial Statements are an integral part of the financial statements.
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Schedule I - LG&E and KU Energy LLC
Notes to Condensed Unconsolidated Financial Statements
1. Basis of Presentation
LG&E and KU Energy LLC (LKE) is a holding company and conducts substantially all of its business operations through its subsidiaries. Substantially all of
its consolidated assets are held by such subsidiaries. LKE uses the equity method to account for its investments in entities in which it has a controlling
financial interest. LKE's cash flow and its ability to meet its obligations are largely dependent upon the earnings of these subsidiaries and the distribution or
other payment of such earnings to it in the form of dividends or repayment of loans and advances from the subsidiaries. These condensed financial statements
and related footnotes have been prepared in accordance with Reg. §210.12-04 of Regulation S-X. These statements should be read in conjunction with the
consolidated financial statements and notes thereto of LKE.
LKE indirectly or directly owns all of the ownership interests of its significant subsidiaries. LKE relies primarily on dividends from its subsidiaries to fund
LKE's distributions to its member and to meet its other cash requirements. See Note 8 to LKE's consolidated financial statements for discussions related to
restricted net assets of its subsidiaries for the purposes of transferring funds to LKE in the form of distributions, loans or advances.
2. Commitments and Contingencies
See Note 13 to LKE's consolidated financial statements for commitments and contingencies of its subsidiaries.
Guarantees
LKE provides certain indemnifications covering the due and punctual payment, performance and discharge by each party of its respective obligations. The
most comprehensive of these guarantees is the LKE guarantee covering operational, regulatory and environmental commitments and indemnifications made
by WKE under a 2009 Transaction Termination Agreement. This guarantee has a term of 12 years ending July 2021, and a maximum exposure of $200
million, exclusive of certain items such as government fines and penalties that may exceed the maximum.
Additionally, LKE has indemnified various third parties related to historical obligations for other divested subsidiaries and affiliates. The indemnifications
vary by entity and the maximum exposures range from being capped at the sale price to no specified maximum. LKE could be required to perform on these
indemnifications in the event of covered losses or liabilities being claimed by an indemnified party. LKE cannot predict the ultimate outcomes of the various
indemnification scenarios, but does not expect such outcomes to result in significant losses above the amounts recorded.
3. Long-Term Debt
See Note 8 to LKE's consolidated financial statements for the terms of LKE's outstanding senior unsecured notes outstanding. Of the total outstanding, $475
million matures in 2020 and $250 million matures in 2021. These maturities are based on stated maturities. Also see Note 8 to LKE's consolidated financial
statements for the terms of LKE's $650 million in notes payable to a PPL affiliate. These notes range in maturity through 2028.
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QUARTERLY FINANCIAL AND DIVIDEND DATA (Unaudited)
PPL Corporation and Subsidiaries
(Millions of Dollars, except per share data)

For the Quarters Ended (a)
March 31

June 30

Sept. 30

Dec. 31

2018
Operating revenues
Operating income
Net income (e)
Net income available to PPL common shareowners: (b)
Basic EPS
Diluted EPS
Dividends declared per share of common stock (d)

$

2,126
851
452

$

0.65
0.65
0.41

2017
Operating revenues
Operating income (c)
Net income (e)
Net income available to PPL common shareowners: (b)
Basic EPS
Diluted EPS
Dividends declared per share of common stock (d)

$

1,951
758
403
0.59
0.59
0.395

1,848
658
515

$

0.74
0.73
0.41

$

1,725
658
292
0.43
0.43
0.395

1,872
686
445

$

0.63
0.62
0.41

$

1,845
736
355
0.52
0.51
0.395

1,939
657
415
0.57
0.57
0.41

$

1,926
749
78
0.11
0.11
0.395

(a)

Quarterly results can vary depending on, among other things, weather. Accordingly, comparisons among quarters of a year may not be indicative of overall trends and changes in
operations.
(b) The sum of the quarterly amounts may not equal annual earnings per share due to changes in the number of common shares outstanding during the year or rounding.
(c) 2017 reflects the retrospective application of new accounting guidance related to the income statement presentation of net periodic benefit costs adopted by PPL in January 2018.
See Note 1 to the Financial Statements for additional information on the adoption of this guidance.
(d) PPL has paid quarterly cash dividends on its common stock in every year since 1946. Future dividends, declared at the discretion of the Board of Directors, will be dependent
upon future earnings, cash flows, financial requirements and other factors.
(e) Increases in net income for the quarter ended June 30, 2018 compared with June 30, 2017 were primarily due to the favorable impact of foreign currency economic hedges.
Increases in net income for the quarter ended December 31, 2018 compared with December 31, 2017 were primarily due to the favorable impact of foreign currency economic
hedges in 2018 and the unfavorable impact of U.S. tax reform in 2017.
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QUARTERLY FINANCIAL DATA (Unaudited)
PPL Electric Utilities Corporation and Subsidiaries
(Millions of Dollars)

For the Quarters Ended (a)
March 31

June 30

Sept. 30

Dec. 31

2018
Operating revenues
Operating income
Net income

$

639
228
148

$

517
133
75

$

548
178
111

$

573
155
96

$

573
160
79

$

500
155
77

$

547
189
95

$

575
196
111

2017
Operating revenues
Operating income
Net income
(a)

PPL Electric's business is seasonal in nature, with peak sales periods generally occurring in the winter and summer months. Accordingly, comparisons among quarters of a year
may not be indicative of overall trends and changes in operations.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS
ON ACCOUNTING AND FINANCIAL DISCLOSURE
PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities
Company
None.
ITEM 9A. CONTROLS AND PROCEDURES
(a) Evaluation of disclosure controls and procedures.
PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities
Company
The Registrants' principal executive officers and principal financial officers, based on their evaluation of the Registrants' disclosure controls and
procedures (as defined in Rules 13a-15(e) or 15d-15(e) of the Securities Exchange Act of 1934) have concluded that, as of December 31, 2018, the
Registrants' disclosure controls and procedures are effective to ensure that material information relating to the Registrants and their consolidated
subsidiaries is recorded, processed, summarized and reported within the time periods specified by the SEC's rules and forms, particularly during the period
for which this annual report has been prepared. The aforementioned principal officers have concluded that the disclosure controls and procedures are also
effective to ensure that information required to be disclosed in reports filed under the Exchange Act is accumulated and communicated to management,
including the principal executive officers and principal financial officers, to allow for timely decisions regarding required disclosure.
(b) Changes in internal control over financial reporting.
PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company, and Kentucky Utilities
Company
The Registrants' principal executive officers and principal financial officers have concluded that there were no changes in the Registrants' internal
control over financial reporting during the Registrants' fourth fiscal quarter that have materially affected, or are reasonably likely to materially affect, the
Registrants' internal control over financial reporting.
Management's Report on Internal Control over Financial Reporting
PPL Corporation
PPL's management is responsible for establishing and maintaining adequate internal control over financial reporting, as such term is defined in Exchange
Act Rule 13a-15(f) or 15d-15(f). PPL's internal control over financial reporting is a process designed to provide reasonable assurance to PPL's
management and Board of Directors regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. Because of its inherent limitations, internal control over financial reporting may not prevent
or detect misstatements.
Under the supervision and with the participation of our management, including our principal executive officer and principal financial officer, we
conducted an evaluation of the effectiveness of our internal control over financial reporting based on the framework in "Internal Control - Integrated
Framework" (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on our evaluation under the framework in
"Internal Control - Integrated Framework" (2013), our management concluded that our internal control over financial reporting was effective
December 31, 2018. The effectiveness of our internal control over financial reporting has been audited by Deloitte & Touche LLP, an independent
registered public accounting firm, as stated in their report contained on page 100.
PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company
Management of PPL's non-accelerated filer companies, PPL Electric, LKE, LG&E and KU, are responsible for establishing and maintaining adequate
internal control over financial reporting, as such term is defined in Exchange Act Rule 13a-15(f) or 15d-15(f). Each of the aforementioned companies'
internal control over financial reporting is a process
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designed to provide reasonable assurance to management and Board of Directors of these companies regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. Because of its inherent
limitations, internal control over financial reporting may not prevent or detect misstatements.
Under the supervision and with the participation of our management, including the principal executive officers and principal financial officers of the
companies listed above, we conducted an evaluation of the effectiveness of our internal control over financial reporting based on the framework in
"Internal Control - Integrated Framework" (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on our
evaluation under the framework in "Internal Control - Integrated Framework" (2013), management of these companies concluded that our internal control
over financial reporting was effective as of December 31, 2018. This annual report does not include an attestation report of Deloitte & Touche LLP, the
companies' independent registered public accounting firm regarding internal control over financial reporting for these non-accelerated filer companies.
The effectiveness of internal control over financial reporting for the aforementioned companies was not subject to attestation by the companies'
registered public accounting firm pursuant to rules of the Securities and Exchange Commission that permit these companies to provide only
management's report in this annual report.
ITEM 9B. OTHER INFORMATION
PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities
Company
None.
PART III
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE
PPL Corporation
Additional information for this item will be set forth in the sections entitled "Nominees for Directors," "Board Committees - Board Committee Membership"
and "Section 16(a) Beneficial Ownership Reporting Compliance" in PPL's 2019 Notice of Annual Meeting and Proxy Statement, which will be filed with the
SEC not later than 120 days after December 31, 2018, and which information is incorporated herein by reference. There have been no changes to the
procedures by which shareowners may recommend nominees to PPL's board of directors since the filing with the SEC of PPL's 2018 Notice of Annual
Meeting and Proxy Statement.
PPL has adopted a code of ethics entitled "Standards of Integrity" that applies to all directors, managers, trustees, officers (including the principal executive
officers, principal financial officers and principal accounting officers (each, a "principal officer")), employees and agents of PPL and PPL's subsidiaries for
which it has operating control (PPL Electric, LKE, LG&E and KU). The "Standards of Integrity" are posted on PPL's Internet website:
www.pplweb.com/Standards-of-Integrity. A description of any amendment to the "Standards of Integrity" (other than a technical, administrative or other nonsubstantive amendment) will be posted on PPL's Internet website within four business days following the date of the amendment. In addition, if a waiver
constituting a material departure from a provision of the "Standards of Integrity" is granted to one of the principal officers, a description of the nature of the
waiver, the name of the person to whom the waiver was granted and the date of the waiver will be posted on PPL's Internet website within four business days
following the date of the waiver.
PPL also has adopted its "Guidelines for Corporate Governance," which address, among other things, director qualification standards and director and board
committee responsibilities. These guidelines, and the charters of each of the committees of PPL's board of directors, are posted on PPL's Internet website:
www.pplweb.com/Guidelines and www.pplweb.com/board-committees.
PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company
Item 10 is omitted as PPL Electric, LKE, LG&E and KU meet the conditions set forth in General Instruction (I)(1)(a) and (b) of Form 10-K.
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EXECUTIVE OFFICERS OF THE REGISTRANTS
Officers of the Registrants are elected annually by their Boards of Directors to serve at the pleasure of the respective Boards. There are no family relationships
among any of the executive officers, nor is there any arrangement or understanding between any executive officer and any other person pursuant to which the
officer was selected.
There have been no events under any bankruptcy act, no criminal proceedings and no judgments or injunctions material to the evaluation of the ability and
integrity of any executive officer during the past five years.
Listed below are the executive officers at December 31, 2018.
PPL Corporation
Name

Positions Held During the Past Five Years

Dates

William H. Spence

Age
61

Chairman, President and Chief Executive Officer

April 2012 - present

Joanne H. Raphael (a)

59

Senior Vice President, General Counsel and Corporate Secretary
Senior Vice President and Chief External Affairs Officer-PPL
Services

June 2015 - January 2019
October 2012 - May 2015

Vincent Sorgi (a)

47

Senior Vice President and Chief Financial Officer
Vice President and Controller

June 2014 - January 2019
March 2010 - June 2014

Gregory N. Dudkin (b)

61

President-PPL Electric

March 2012 - present

Paul W. Thompson (b)

61

Chairman of the Board, Chief Executive Officer and President-LKE
President and Chief Operating Officer
Chief Operating Officer

March 2018 - present
January 2017 - March 2018
February 2013 - December 2016

Philip Swift (b)

51

Chief Executive-WPD
Operations Director

November 2018 - present
July 2013 - November 2018

Stephen K. Breininger (c)

45

Vice President and Controller
Controller
Assistant Controller-Business Lines
Controller-Supply Accounting

January 2015 - present
June 2014 - January 2015
March 2013 - June 2014
April 2010 - March 2013

Tadd J. Henninger

43

Vice President and Treasurer
Assistant Treasurer
Director-Corporate Finance

January 2018 - present
December 2015 - December 2017
October 2013 - November 2015

(a)

Effective January 25, 2019, Joanne H. Raphael was promoted to Executive Vice President, General Counsel and Corporate Secretary and Vincent Sorgi to Executive Vice
President and Chief Financial Officer.
(b) Designated an executive officer of PPL by virtue of their respective positions at a PPL subsidiary.
(c) Effective March 1, 2019, Marlene C. Beers will become Vice President and Controller of PPL Corporation and Stephen K. Breininger will become Vice President-Finance and
Regulatory Affairs and Controller of PPL Electric Utilities Corporation.
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ITEM 11. EXECUTIVE COMPENSATION
PPL Corporation
Information for this item will be set forth in the sections entitled "Compensation of Directors," "The Board's Role in Risk Oversight," "Board Committees Compensation Committee Interlocks and Insider Participation" and "Executive Compensation" in PPL's 2019 Notice of Annual Meeting and Proxy
Statement, which will be filed with the SEC not later than 120 days after December 31, 2018, and which information is incorporated herein by reference.
PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company
Item 11 is omitted as PPL Electric, LKE, LG&E and KU meet the conditions set forth in General Instructions (I)(1)(a) and (b) of Form 10-K.
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS
PPL Corporation
Information for this item will be set forth in the section entitled "Stock Ownership" in PPL's 2019 Notice of Annual Meeting and Proxy Statement, which will
be filed with the SEC not later than 120 days after December 31, 2018, and which information is incorporated herein by reference. In addition, provided
below in tabular format is information as of December 31, 2018, with respect to compensation plans (including individual compensation arrangements) under
which equity securities of PPL are authorized for issuance.
Equity Compensation Plan Information
Number of securities to be
issued upon exercise of
outstanding options, warrants
and rights (3)
Equity compensation
plans approved by
security holders (1)

80,225
1,505,242
1,329,058
2,914,525

– ICP
– SIP
– ICPKE
– Total

Weighted-average exercise
price of outstanding options,
warrants and rights (3)
$
$
$
$

24.61
26.40
26.21
26.26

– ICP
– SIP
– ICPKE
– Combined

Number of securities
remaining available for future
issuance under equity
compensation plans (4)
1,617,762
10,658,659
1,805,052
14,081,473

– DDCP
– SIP
– ICPKE
– Total

Equity compensation
plans not approved by
security holders (2)
(1) Includes (a) the ICP, under which stock options, restricted stock, restricted stock units, performance units, dividend equivalents and other stock-based
awards were awarded to executive officers of PPL and no awards remain for issuance under this plan; (b) the ICPKE, under which stock options, restricted
stock, restricted stock units, performance units, dividend equivalents and other stock-based awards may be awarded to non-executive key employees of
PPL and its subsidiaries; (c) the PPL 2012 SIP approved by shareowners in 2012 under which stock options, restricted stock, restricted stock units,
performance units, dividend equivalents and other stock-based awards may be awarded to executive officers of PPL and its subsidiaries; and (d) the
DDCP, under which stock units may be awarded to directors of PPL. See Note 10 to the Financial Statements for additional information.
(2) All of PPL's current compensation plans under which equity securities of PPL are authorized for issuance have been approved by PPL's shareowners.
(3) Relates to common stock issuable upon the exercise of stock options awarded under the ICP, SIP and ICPKE as of December 31, 2018. In addition, as of
December 31, 2018, the following other securities had been awarded and are outstanding under the ICP, SIP, ICPKE and DDCP: 460,095 restricted stock
units, 586,383 TSR performance awards and 226,260 ROE performance awards under the SIP; 638,109 restricted stock units 253,741 TSR performance
awards and 102,698 ROE performance awards under the ICPKE; and 518,539 stock units under the DDCP.
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(4) Based upon the following aggregate award limitations under the ICP, SIP, ICPKE and DDCP: (a) under the ICP, 15,769,431 awards (i.e., 5% of the total
PPL common stock outstanding as of April 23, 1999) granted after April 23, 1999; (b) under the SIP, 15,000,000 awards; (c) under the ICPKE,
16,573,608 awards (i.e., 5% of the total PPL common stock outstanding as of January 1, 2003) granted after April 25, 2003, reduced by outstanding
awards for which common stock was not yet issued as of such date of 2,373,812 resulting in a limit of 14,199,796; and (d) under the DDCP, the number
of stock units available for issuance was reduced to 2,000,000 stock units in March 2012. In addition, each of the ICP and ICPKE includes an annual
award limitation of 2% of total PPL common stock outstanding as of January 1 of each year.
PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company
Item 12 is omitted as PPL Electric, LKE, LG&E and KU meet the conditions set forth in General Instructions (I)(1)(a) and (b) of Form 10-K.
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE
PPL Corporation
Information for this item will be set forth in the sections entitled "Transactions with Related Persons" and "Independence of Directors" in PPL's 2019 Notice
of Annual Meeting and Proxy Statement, which will be filed with the SEC not later than 120 days after December 31, 2018, and is incorporated herein by
reference.
PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company
Item 13 is omitted as PPL Electric, LKE, LG&E and KU meet the conditions set forth in General Instructions (I)(1)(a) and (b) of Form 10-K.
ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES
PPL Corporation
Information for this item will be set forth in the section entitled "Fees to Independent Auditor for 2018 and 2017" in PPL's 2019 Notice of Annual Meeting
and Proxy Statement, which will be filed with the SEC not later than 120 days after December 31, 2018, and which information is incorporated herein by
reference.
PPL Electric Utilities Corporation
For the fiscal year ended 2018 and 2017, Deloitte & Touche LLP (Deloitte) served as PPL Electric's independent auditor. The following table presents an
allocation of fees billed, including expenses, by the independent auditor to PPL Electric, for professional services rendered for the audit of PPL Electric's
annual financial statements and for fees billed for other services rendered by Deloitte.
2018

2017
(in thousands)

Audit fees (a)

$

1,093

$

1,086

Audit-related fees (b)

28

Taxes (c)

15

28
—

All other fees (d)

—

253

(a)

Includes estimated fees for audit of annual financial statements and review of financial statements included in PPL Electric's Quarterly Reports on Form 10-Q and for services in
connection with statutory and regulatory filings or engagements, including comfort letters and consents for financings and filings made with the SEC.
(b) Includes fees for agreed upon procedures related to Annual EPA filings.
(c) Fees for services related to Puerto Rico hurricane recovery efforts.
(d) Fees for a systems portfolio analysis.

LG&E and KU Energy LLC
For the fiscal years ended 2018 and 2017, Deloitte served as LKE's independent auditor. The following table presents an allocation of fees billed, including
expenses, by the independent auditor to LKE, for professional services rendered for the audits of LKE's annual financial statements and for fees billed for
other services rendered by Deloitte.
2018

2017
(in thousands)

Audit fees (a)

$

Audit-related fees (b)

1,761

$

18

1,717
—

(a)

Includes estimated fees for audit of annual financial statements and review of financial statements included in LKE's Quarterly Reports on Form 10-Q and for services in
connection with statutory and regulatory filings or engagements, including comfort letters and consents for financings and filings made with the SEC.
(b) Includes fees for agreed upon procedures related to Kentucky Energy and Environment Cabinet forms.
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Louisville Gas and Electric Company
For the fiscal years ended 2018 and 2017, Deloitte served as LG&E's independent auditor. The following table presents an allocation of fees billed, including
expenses, by the independent auditor to LG&E, for professional services rendered for the audits of LG&E's annual financial statements and for fees billed for
other services rendered by Deloitte.
2018

2017
(in thousands)

Audit fees (a)

$

870

Audit-related fees (b)

$

826

9

—

(a)

Includes estimated fees for audit of annual financial statements and review of financial statements included in LG&E's Quarterly Reports on Form 10-Q and for services in
connection with statutory and regulatory filings or engagements, including comfort letters and consents for financings and filings made with the SEC.
(b) Includes fees for agreed upon procedures related to Kentucky Energy and Environment Cabinet forms.

Kentucky Utilities Company
For the fiscal years ended 2018 and 2017, Deloitte served as KU's independent auditor. The following table presents an allocation of fees billed, including
expenses, by the independent auditor to KU, for professional services rendered for the audits of KU's annual financial statements and for fees billed for other
services rendered by Deloitte.
2018

2017
(in thousands)

Audit fees (a)

$

Audit-related fees (b)

875

$

9

874
—

(a)

Includes estimated fees for audit of annual financial statements and review of financial statements included in KU's Quarterly Reports on Form 10-Q and for services in connection
with statutory and regulatory filings or engagements, including comfort letters and consents for financings and filings made with the SEC.
(b) Includes fees for agreed upon procedures related to Kentucky Energy and Environment Cabinet forms.

PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities
Company
Approval of Fees. The Audit Committee of PPL has procedures for pre-approving audit and non-audit services to be provided by the independent auditor.
These procedures are designed to ensure the continued independence of the independent auditor. More specifically, the use of the independent auditor to
perform either audit or non-audit services is prohibited unless specifically approved in advance by the Audit Committee of PPL. As a result of this approval
process, the Audit Committee of PPL has pre-approved specific categories of services and authorization levels. All services outside of the specified categories
and all amounts exceeding the authorization levels are approved by the Chair of the Audit Committee of PPL, who serves as the Committee designee to
review and approve audit and non-audit related services during the year. A listing of the approved audit and non-audit services is reviewed with the full
Audit Committee of PPL no later than its next meeting.
The Audit Committee of PPL approved 100% of the 2018 and 2017 services provided by Deloitte.
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PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities
Company
(a) The following documents are filed as part of this report:
1.

Financial Statements - Refer to the "Table of Contents" for an index of the financial statements included in this report.

2.

Supplementary Data and Supplemental Financial Statement Schedule - included in response to Item 8.
Schedule I - LG&E and KU Energy LLC Condensed Unconsolidated Financial Statements.
All other schedules are omitted because of the absence of the conditions under which they are required or because the required information is
included in the financial statements or notes thereto.

3.

Exhibits
See Exhibit Index immediately following the signature pages.

254

Source: PPL CORP, 10-K, February 14, 2019

Powered by Morningstar® Document Research℠

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

Table of Contents
SHAREOWNER AND INVESTOR INFORMATION
Annual Meeting: The 2019 annual meeting of shareowners of PPL will be held on Tuesday, May 14, 2019, at the Hyatt Regency Lexington, 401 West High
St., Lexington, Kentucky 40507.
Proxy Statement Material: A proxy statement and notice of PPL's annual meeting will be provided to all shareowners who are holders of record as of
February 28, 2019. The latest proxy statement can be accessed at www.pplweb.com/PPLCorpProxy.
PPL Annual Report: The report will be published in the beginning of April and will be provided to all shareowners who are holders of record as of February
28, 2019. The latest annual report can be accessed at www.pplweb.com/PPLCorpProxy.
Dividends: Subject to the declaration of dividends on PPL common stock by the PPL Board of Directors or its Executive Committee, dividends are paid on
the first business day of April, July, October and January. The 2019 record dates for dividends are expected to be March 8, June 10, September 10 and
December 10.
PPL's Website (www.pplweb.com): Shareowners can access PPL publications such as annual and quarterly reports to the Securities and Exchange
Commission (SEC Forms 10-K and 10-Q), other PPL filings, corporate governance materials, news releases, stock quotes and historical performance. Visitors
to our website can subscribe to receive automated email alerts for SEC filings, earnings releases, daily stock prices or other financial news.
Financial reports which are available at www.pplweb.com will be mailed without charge upon request.
By mail:
PPL Treasury Dept.
Two North Ninth Street
Allentown, PA 18101
By email: invserv@pplweb.com
By telephone:
Shareowner Services: Toll-free at 1-800-345-3085
PPL Treasury Dept: 610-774-5151
Online Account Access: Registered shareowners can activate their account for online access by visiting shareowneronline.com.
Direct Stock Purchase and Dividend Reinvestment Plans (Plan): PPL offers investors the opportunity to acquire shares of PPL common stock
through its Plan. Through the Plan, participants are eligible to invest up to $25,000 per calendar month in PPL common stock. Shareowners may choose to
have dividends on their PPL common stock fully or partially reinvested in PPL common stock or can receive full payment of cash dividends by check or
electronic funds transfer. Participants in the Plan may choose to have their common stock certificates deposited into their Plan account.
Direct Registration System: PPL participates in the Direct Registration System (DRS). Shareowners may choose to have their common stock certificates
converted to book entry form within the DRS by submitting their certificates to PPL's transfer agent.
Listed Securities:
New York Stock Exchange
PPL Corporation:
Common Stock (Code: PPL)
PPL Capital Funding, Inc.:
2007 Series A Junior Subordinated Notes due 2067 (Code: PPL/67)
2013 Series B Junior Subordinated Notes due 2073 (Code: PPX)
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Fiscal Agents:
Transfer Agent and Registrar; Dividend Disbursing Agent; Plan Administrator
Equiniti Trust Company
Shareowner Services
1110 Centre Pointe Curve, Suite 101
Mendota Heights, MN 55120
Toll Free: 1-800-345-3085
Outside U.S.: 651-450-4064
Website: shareowneronline.com
Indenture Trustee
The Bank of New York Mellon
Corporate Trust Administration
500 Ross Street
Pittsburgh, PA 15262
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EXHIBIT INDEX
The following Exhibits indicated by an asterisk preceding the Exhibit number are filed herewith. The balance of the Exhibits has heretofore been filed with
the Commission and pursuant to Rule 12(b)-32 are incorporated herein by reference. Exhibits indicated by a [_] are filed or listed pursuant to Item 601(b)(10)
(iii) of Regulation S-K.
1(a)

- Securities Purchase and Registration Rights Agreement, dated March 5, 2014, among PPL Capital Funding, Inc., PPL
Corporation, and the several purchasers named in Schedule B thereto (Exhibit 1.1 to PPL Corporation Form 8-K Report (File No.
1-11459) dated March 10, 2014)

1(b)

- Equity Distribution Agreement, dated February 26, 2015, by and among PPL Corporation and Merrill Lynch, Pierce, Fenner &
Smith Incorporation (Exhibit 1.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated February 26, 2015)

1(c)

- Equity Distribution Agreement, dated February 26, 2015, by and among PPL Corporation and Morgan Stanley & Co. LLC
(Exhibit 1.2 to PPL Corporation Form 8-K Report (File No. 1-11459) dated February 26, 2015)

1(d)

- Final Terms, dated November 14, 2017, of Western Power Distribution (South West) plc £250,000,000 2.375% Notes due May
2029 (Exhibit 1.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated November 16, 2017)

1(e)

- Distribution Agreement, dated February 23, 2018, by and among PPL Corporation and J.P. Morgan Securities, LLC, Barclays
Capital Inc., Citigroup Global Markets Inc., JPMorgan Chase Bank, National Association, London Branch, Barclays Bank PLC
and Citibank N.A. (Exhibit 1.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated February 23, 2018)

1(f)

- Final Terms, dated March 23, 2018, of Western Power Distribution (South Wales) plc £30,000,000 RPI Index Linked Senior
Unsecured Notes due March 2036 (Exhibit 1(b) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended
March 31, 2018)

1(g)

- Final Terms, dated May 11, 2018, of Western Power Distribution (West Midlands) plc £30,000,000 RPI Index Linked Senior
Unsecured Notes due March 2028 (Exhibit 1(a) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended
June 30, 2018)

2(a)

- Separation Agreement among PPL Corporation, Talen Energy Holdings, Inc., Talen Energy Corporation, PPL Energy Supply,
LLC, Raven Power Holdings LLC, C/R Energy Jade, LLC and Sapphire Power Holdings LLC., dated as of June 9, 2014 (Exhibit
2.1 to PPL Energy Supply, LLC Form 8-K Report (File No. 1-32944) dated June 12, 2014)

2(b)

- Transaction Agreement among PPL Corporation, Talen Energy Holdings, Inc., Talen Energy Corporation, PPL Energy Supply,
LLC, Talen Energy Merger Sub, Inc., C/R Energy Jade, LLC, Sapphire Power Holdings LLC. and Raven Power Holdings LLC,
dated as of June 9, 2014 (Exhibit 2.2 to PPL Energy Supply, LLC Form 8-K Report (File No. 1-32944) dated June 12, 2014)

3(a)

- Amended and Restated Articles of Incorporation of PPL Corporation, effective as of May 25, 2016 (Exhibit 3(i) to PPL
Corporation Form 8-K Report (File No. 1-11459) dated May 26, 2016)

3(b)

- Bylaws of PPL Corporation, effective as of December 18, 2015 (Exhibit 3(ii) to PPL Corporation Form 8-K Report (File No. 111459) dated December 21, 2015)

3(c)

- Amended and Restated Articles of Incorporation of PPL Electric Utilities Corporation, effective as of October 31, 2013 (Exhibit
3(a) to PPL Electric Utilities Corporation Form 10-Q Report (File No. 1-905) for the quarter ended September 30, 2013)

3(d)

- Bylaws of PPL Electric Utilities Corporation, effective as of October 27, 2015 (Exhibit 3(a) to PPL Corporation Form 10-Q Report
(File No. 1-11459) for the quarter ended September 30, 2015)
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3(e)

- Articles of Organization of LG&E and KU Energy LLC, effective as of December 29, 2003 (Exhibit 3(a) to Registration Statement
filed on Form S-4 (File No. 333-173665))

3(f)-1

- Amended and Restated Operating Agreement of LG&E and KU Energy LLC, effective as of November 1, 2010 (Exhibit 3(b) to
Registration Statement filed on Form S-4 (File No. 333-173665))

3(f)-2

- Amendment to Amended and Restated Operating Agreement of LG&E and KU Energy LLC, effective as of November 25, 2013
(Exhibit 3(h)-2) to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2013)

3(g)-1

- Amended and Restated Articles of Incorporation of Louisville Gas and Electric Company, effective as of November 6, 1996
(Exhibit 3(a) to Registration Statement filed on Form S-4 (File No. 333-173676))

3(g)-2

- Articles of Amendment to Articles of Incorporation of Louisville Gas and Electric Company, effective as of April 6, 2004 (Exhibit
3(b) to Registration Statement filed on Form S-4 (File No. 333-173676))

3(h)

- Bylaws of Louisville Gas and Electric Company, effective as of December 16, 2003 (Exhibit 3(c) to Registration Statement filed
on Form S-4 (File No. 333-173676))

3(i)-1

- Amended and Restated Articles of Incorporation of Kentucky Utilities Company, effective as of December 14, 1993 (Exhibit 3(a)
to Registration Statement filed on Form S-4 (File No. 333-173675))

3(i)-2

- Articles of Amendment to Articles of Incorporation of Kentucky Utilities Company, effective as of April 8, 2004 (Exhibit 3(b) to
Registration Statement filed on Form S-4 (File No. 333-173675))

3(j)

- Bylaws of Kentucky Utilities Company, effective as of December 16, 2003 (Exhibit 3(c) to Registration Statement filed on Form
S-4 (File No. 333-173675))

4(a)-1

- Amended and Restated Employee Stock Ownership Plan, dated December 1, 2016 (Exhibit 4(a) to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2016)

4(a)-2

- Amendment No. 1 to PPL Employee Stock Ownership Plan, dated October 2, 2017 (Exhibit 4(c) to PPL Corporation Form 10-Q
Report (File No. 1-11459) for the quarter ended September 30, 2017)

*4(a)-3

- Amendment No. 2 to PPL Employee Stock Ownership Plan, dated December 1, 2018

*4(a)-4

- Amendment No. 3 to PPL Employee Stock Ownership Plan, dated January 1, 2019

4(b)

- Trust Deed constituting £150 million 9.25% percent Bonds due 2020, dated November 9, 1995, between South Wales Electric plc
and Bankers Trustee Company Limited (Exhibit 4(k) to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2004)

4(c)-1

- Indenture, dated as of November 1, 1997, among PPL Corporation, PPL Capital Funding, Inc. and JPMorgan Chase Bank
(formerly The Chase Manhattan Bank), as Trustee (Exhibit 4.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated
November 12, 1997)

4(c)-2

- Supplemental Indenture No. 8, dated as of June 14, 2012, to said Indenture (Exhibit 4(b) to PPL Corporation Form 8-K Report
(File No. 1-11459) dated June 14, 2012)

4(c)-3

- Supplemental Indenture No. 9, dated as of October 15, 2012, to said Indenture (Exhibit 4(b) to PPL Corporation Form 8-K Report
(File No. 1-11459) dated October 15, 2012)
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4(c)-4

- Supplemental Indenture No. 10, dated as of May 24, 2013, to said Indenture (Exhibit 4.2 to PPL Corporation Form 8-K Report
(File No. 1-11459) dated May 24, 2013)

4(c)-5

- Supplemental Indenture No. 11, dated as of May 24, 2013, to said Indenture (Exhibit 4.3 to PPL Corporation Form 8-K Report
(File No. 1-11459) dated May 24, 2013)

4(c)-6

- Supplemental Indenture No. 12, dated as of May 24, 2013, to said Indenture (Exhibit 4.4 to PPL Corporation Form 8-K Report
(File No. 1-11459) dated May 24, 2013)

4(c)-7

- Supplemental Indenture No. 13, dated as of March 10, 2014, to said Indenture (Exhibit 4.2 to PPL Corporation Form 8-K Report
(File No. 1-11459) dated March 10, 2014)

4(c)-8

- Supplemental Indenture No. 14, dated as of March 10, 2014, to said Indenture (Exhibit 4.3 to PPL Corporation Form 8-K Report
(File No. 1-11459) dated March 10, 2014)

4(c)-9

- Supplemental Indenture No. 15, dated as of May 17, 2016, to said Indenture (Exhibit 4(b) to PPL Corporation Form 8-K Report
(File No. 1-11459) dated May 17, 2016)

4(c)-10

- Supplemental Indenture No. 16, dated as of September 8, 2017, to said Indenture (Exhibit 4(b) to PPL Corporation Form 8-K
Report (File No. 1-11459) dated September 6, 2017)

4(d)-1

- Indenture, dated as of March 16, 2001, among WPD Holdings UK, Bankers Trust Company, as Trustee, Principal Paying Agent,
and Transfer Agent and Deutsche Bank Luxembourg, S.A., as Paying and Transfer Agent (Exhibit 4(g) to PPL Corporation Form
10-K Report (File No. 1-11459) for the year ended December 31, 2009)

4(d)-2

- First Supplemental Indenture constituting the creation of $200 million 6.75% Notes due 2004, $200 million 6.875% Notes due
2007, $225 million 6.50% Notes due 2008, $100 million 7.25% Notes due 2017 and $300 million 7.375% Notes due 2028, dated
as of March 16, 2001, to said Indenture (Exhibit 4(n)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year
ended December 31, 2004)

4(d)-3

- Second Supplemental Indenture, dated as of January 30, 2003, to said Indenture (Exhibit 4(n)-3 to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2004)

4(d)-4

- Third Supplemental Indenture, dated as of October 31, 2014, to said Indenture (Exhibit 4(b) to PPL Corporation Form 10-Q
Report (File No. 1-11459) for the quarter ended September 30, 2014)

4(d)-5

- Fourth Supplemental Indenture, dated as of December 1, 2016 (Exhibit 4(d)-5 to PPL Corporation Form 10-K Report (File No. 111459) for the year ended December 31, 2016)

*4(d)-6

- Fifth Supplemental Indenture, dated as of January 2, 2019, to said Indenture

4(e)-1

- Indenture, dated as of August 1, 2001, by PPL Electric Utilities Corporation and JPMorgan Chase Bank (formerly The Chase
Manhattan Bank), as Trustee (Exhibit 4.1 to PPL Electric Utilities Corporation Form 8-K Report (File No. 1-905) dated August 21,
2001)

4(e)-2

- Supplemental Indenture No. 6, dated as of December 1, 2005, to said Indenture (Exhibit 4(a) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated December 22, 2005)

4(e)-3

- Supplemental Indenture No. 7, dated as of August 1, 2007, to said Indenture (Exhibit 4(b) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated August 14, 2007)
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4(e)-4

- Supplemental Indenture No. 9, dated as of October 1, 2008, to said Indenture (Exhibit 4(c) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated October 31, 2008)

4(e)-5

- Supplemental Indenture No. 10, dated as of May 1, 2009, to said Indenture (Exhibit 4(b) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated May 22, 2009)

4(e)-6

- Supplemental Indenture No. 11, dated as of July 1, 2011, to said Indenture (Exhibit 4.1 to PPL Electric Utilities Corporation Form
8-K Report (File No. 1-905) dated July 13, 2011)

4(e)-7

- Supplemental Indenture No. 12, dated as of July 1, 2011, to said Indenture (Exhibit 4(a) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated July 18, 2011)

4(e)-8

- Supplemental Indenture No. 13, dated as of August 1, 2011, to said Indenture (Exhibit 4(a) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated August 23, 2011)

4(e)-9

- Supplemental Indenture No. 14, dated as of August 1, 2012, to said Indenture (Exhibit 4(a) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated August 24, 2012)

4(e)-10

- Supplemental Indenture No. 15, dated as of July 1, 2013, to said Indenture (Exhibit 4(a) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated July 11, 2013)

4(e)-11

- Supplemental Indenture No. 16, dated as of June 1, 2014, to said Indenture (Exhibit 4(a) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated June 5, 2014)

4(e)-12

- Supplemental Indenture No. 17, dated as of October 1, 2015, to said Indenture (Exhibit 4(a) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated October 1, 2015)

4(e)-13

- Supplemental Indenture No. 18, dated as of March 1, 2016, to said Indenture (Exhibit 4(c) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated March 10, 2016)

4(e)-14

- Supplemental Indenture No. 19, dated as of May 1, 2017, to said Indenture (Exhibit 4(a) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated May 11, 2017)

4(e)-15

- Supplemental Indenture No. 20, dated as of June 1, 2018, to said Indenture (Exhibit 4(a) to PPL Corporation Form 8-K Report
(File No. 1-11459) dated June 14, 2018)

4(f)-1

- Trust Deed constituting £200 million 5.875 percent Bonds due 2027, dated March 25, 2003, between Western Power Distribution
(South West) plc and J.P. Morgan Corporate Trustee Services Limited (Exhibit 4(o)-1 to PPL Corporation Form 10-K Report (File
No. 1-11459) for the year ended December 31, 2004)

4(f)-2

- Supplement, dated May 27, 2003, to said Trust Deed, constituting £50 million 5.875 percent Bonds due 2027 (Exhibit 4(o)-2 to
PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2004)

4(g)-1

- Pollution Control Facilities Loan Agreement, dated as of October 1, 2008, between Pennsylvania Economic Development
Financing Authority and PPL Electric Utilities Corporation (Exhibit 4(a) to PPL Electric Utilities Corporation Form 8-K Report
(File No. 1-905) dated October 31, 2008)

4(g)-2

- Pollution Control Facilities Loan Agreement, dated as of March 1, 2016, between PPL Electric Utilities Corporation and the
Lehigh County Industrial Development Authority (Exhibit 4(a) to PPL Electric Utilities Corporation Form 8-K Report (File No. 1905) dated March 10, 2016)
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4(g)-3

- Pollution Control Facilities Loan Agreement, dated as of March 1, 2016, between PPL Electric Utilities Corporation and the
Lehigh County Industrial Development Authority (Exhibit 4(b) to PPL Electric Utilities Corporation Form 8-K Report (File No. 1905) dated March 10, 2016)

4(h)

- Trust Deed constituting £105 million 1.541 percent Index-Linked Notes due 2053, dated December 1, 2006, between Western
Power Distribution (South West) plc and HSBC Trustee (CI) Limited (Exhibit 4(i) to PPL Corporation Form 10-K Report (File No.
1-11459) for the year ended December 31, 2006)

4(i)

- Trust Deed constituting £120 million 1.541 percent Index-Linked Notes due 2056, dated December 1, 2006, between Western
Power Distribution (South West) plc and HSBC Trustee (CI) Limited (Exhibit 4(j) to PPL Corporation Form 10-K Report (File No.
1-11459) for the year ended December 31, 2006)

4(j)

- Trust Deed constituting £225 million 4.80436 percent Notes due 2037, dated December 21, 2006, between Western Power
Distribution (South Wales) plc and HSBC Trustee (CI) Limited (Exhibit 4(k) to PPL Corporation Form 10-K Report (File No. 111459) for the year ended December 31, 2006)

4(k)-1

- Subordinated Indenture, dated as of March 1, 2007, between PPL Capital Funding, Inc., PPL Corporation and The Bank of New
York, as Trustee (Exhibit 4(a) to PPL Corporation Form 8-K Report (File No. 1-11459) dated March 20, 2007)

4(k)-2

- Supplemental Indenture No. 1, dated as of March 1, 2007, to said Subordinated Indenture (Exhibit 4(b) to PPL Corporation Form
8-K Report (File No. 1-11459) dated March 20, 2007)

4(k)-3

- Supplemental Indenture No. 4, dated as of March 15, 2013, to said Subordinated Indenture (Exhibit 4(b) to PPL Corporation Form
8-K Report (File No. 1-11459) dated March 15, 2013)

4(l)

- Trust Deed constituting £200 million 5.75 percent Notes due 2040, dated March 23, 2010, between Western Power Distribution
(South Wales) plc and HSBC Corporate Trustee Company (UK) Limited (Exhibit 4(a) to PPL Corporation Form 10-Q Report (File
No. 1-11459) for the quarter ended March 31, 2010)

4(m)

- Trust Deed constituting £200 million 5.75 percent Notes due 2040, dated March 23, 2010, between Western Power Distribution
(South West) plc and HSBC Corporate Trustee Company (UK) Limited (Exhibit 4(b) to PPL Corporation Form 10-Q Report (File
No. 1-11459) for the quarter ended March 31, 2010)

4(n)-1

- Indenture, dated as of October 1, 2010, between Kentucky Utilities Company and The Bank of New York Mellon, as Trustee
(Exhibit 4(q)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2010)

4(n)-2

- Supplemental Indenture No. 1, dated as of October 15, 2010, to said Indenture (Exhibit 4(q)-2 to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2010)

4(n)-3

- Supplemental Indenture No. 2, dated as of November 1, 2010, to said Indenture (Exhibit 4(q)-3 to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2010)

4(n)-4

- Supplemental Indenture No. 3, dated as of November 1, 2013, to said Indenture (Exhibit 4(b) to PPL Corporation Form 8-K Report
(File No. 1-11459) dated November 13, 2013)

4(n)-5

- Supplemental Indenture No. 4, dated as of September 1, 2015, to said Indenture (Exhibit 4(b) to Kentucky Utilities Company
Form 8-K Report (File No. 1-3464) dated September 28, 2015)

4(n)-6

- Supplemental Indenture No. 5, dated as of August 1, 2016, to said Indenture (Exhibit 4(b) to Kentucky Utilities Company Form 8K Report (File No. 1-3464) dated August 26, 2016)
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4(n)-7

- Supplemental Indenture No. 6, dated as of August 1, 2018, to Indenture, dated as of October 1, 2010, between Kentucky Utilities
Company and The Bank of New York Mellon, as Trustee (Exhibit 4(a) to PPL Corporation 10-Q Report (File No. 1-11459) for the
quarter ended September 30, 2018)

4(o)-1

- Indenture, dated as of October 1, 2010, between Louisville Gas and Electric Company and The Bank of New York Mellon, as
Trustee (Exhibit 4(r)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2010)

4(o)-2

- Supplemental Indenture No. 1, dated as of October 15, 2010, to said Indenture (Exhibit 4(r)-2 to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2010)

4(o)-3

- Supplemental Indenture No. 2, dated as of November 1, 2010, to said Indenture (Exhibit 4(r)-3 to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2010)

4(o)-4

- Supplemental Indenture No. 3, dated as of November 1, 2013, to said Indenture (Exhibit 4(a) to PPL Corporation Form 8-K Report
(File No. 1-11459) dated November 13, 2013)

4(o)-5

- Supplemental Indenture No. 4, dated as of September 1, 2015, to said Indenture (Exhibit 4(a) to Louisville Gas and Electric
Company Form 8-K Report (File No. 1-2893) dated September 28, 2015)

4(o)-6

- Supplemental Indenture No. 5, dated as of September 1, 2016, to said Indenture (Exhibit 4(b) to Louisville Gas and Electric
Company Form 8-K (File No. 1-2893) dated September 15, 2016)

4(o)-7

- Supplemental Indenture No. 6, dated as of May 15, 2017, to said Indenture (Exhibit 4(b) to Louisville Gas and Electric Company
Form 8-K Report (File No. 1-2893) dated June 1, 2017)

4(p)-1

- Indenture, dated as of November 1, 2010, between LG&E and KU Energy LLC and The Bank of New York Mellon, as Trustee
(Exhibit 4(s)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2010)

4(p)-2

- Supplemental Indenture No. 1, dated as of November 1, 2010, to said Indenture (Exhibit 4(s)-2 to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2010)

4(p)-3

- Supplemental Indenture No. 2, dated as of September 1, 2011, to said Indenture (Exhibit 4(a) to PPL Corporation Form 8-K Report
(File No. 1-11459) dated September 30, 2011)

4(q)-1

- 2002 Series A Carroll County Loan Agreement, dated February 1, 2002, by and between Kentucky Utilities Company, and
County of Carroll, Kentucky (Exhibit 4(w)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(q)-2

- Amendment No. 1 dated as of September 1, 2010 to said Loan Agreement by and between Kentucky Utilities Company, and
County of Carroll, Kentucky (Exhibit 4(w)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(r)-1

- 2002 Series B Carroll County Loan Agreement, dated February 1, 2002, by and between Kentucky Utilities Company, and
County of Carroll, Kentucky (Exhibit 4(x)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(r)-2

- Amendment No. 1 dated as of September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company, and
County of Carroll, Kentucky (Exhibit 4(x)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)
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4(s)-1

- 2004 Series A Carroll County Loan Agreement, dated October 1, 2004 and amended and restated as of September 1, 2008, by and
between Kentucky Utilities Company, and County of Carroll, Kentucky (Exhibit 4(z)-1 to PPL Corporation Form 10-K Report
(File No. 1-11459) for the year ended December 31, 2010)

4(s)-2

- Amendment No. 1 dated as of September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company, and
County of Carroll, Kentucky (Exhibit 4(z)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(t)-1

- 2006 Series B Carroll County Loan Agreement, dated October 1, 2006 and amended and restated September 1, 2008, by and
between Kentucky Utilities Company, and County of Carroll, Kentucky (Exhibit 4(aa)-1 to PPL Corporation Form 10-K Report
(File No. 1-11459) for the year ended December 31, 2010)

4(t)-2

- Amendment No. 1 dated as of September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company, and
County of Carroll, Kentucky (Exhibit 4(aa)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(u)-1

- 2008 Series A Carroll County Loan Agreement, dated August 1, 2008 by and between Kentucky Utilities Company, and County
of Carroll, Kentucky (Exhibit 4(cc)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31,
2010)

4(u)-2

- Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company, and County of
Carroll, Kentucky (Exhibit 4(cc)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31,
2010)

4(v)

- 2016 Series A Carroll County Loan Agreement dated as of August 1, 2016 between Kentucky Utilities Company and the County
of Carroll, Kentucky (Exhibit 4(a) to Kentucky Utilities Company Form 8-K Report (File No. 1-3464) dated August 26, 2016)

4(w)-1

- 2000 Series A Mercer County Loan Agreement, dated May 1, 2000 and amended and restated as of September 1, 2008, by and
between Kentucky Utilities Company, and County of Mercer, Kentucky (Exhibit 4(dd)-1 to PPL Corporation Form 10-K Report
(File No. 1-11459) for the year ended December 31, 2010)

4(w)-2

- Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company, and County of
Mercer, Kentucky (Exhibit 4(dd)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31,
2010)

4(x)-1

- 2002 Series A Mercer County Loan Agreement, dated February 1, 2002, by and between Kentucky Utilities Company, and
County of Mercer, Kentucky (Exhibit 4(ee)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(x)-2

- Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company, and County of
Mercer, Kentucky (Exhibit 4(ee)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31,
2010)

4(y)-1

- 2002 Series A Muhlenberg County Loan Agreement, dated February 1, 2002, by and between Kentucky Utilities Company, and
County of Muhlenberg, Kentucky (Exhibit 4(ff)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(y)-2

- Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company, and County of
Muhlenberg, Kentucky (Exhibit 4(ff)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31,
2010)
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4(z)

- 2018 Series A Carroll County Loan Agreement, dated as of August 1, 2018, by and between Kentucky Utilities Company and
County of Carroll, Kentucky (Exhibit 4(b) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended
September 30, 2018)

4(aa)-1

- 2001 Series A Jefferson County Loan Agreement, dated November 1, 2001, by and between Louisville Gas and Electric
Company, and Jefferson County, Kentucky (Exhibit 4(jj)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year
ended December 31, 2010)

4(aa)-2

- Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric Company, and
Jefferson County, Kentucky (Exhibit 4(jj)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(bb)-1

- 2001 Series B Jefferson County Loan Agreement, dated November 1, 2001, by and between Louisville Gas and Electric
Company, and Jefferson County, Kentucky (Exhibit 4(kk)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year
ended December 31, 2010)

4(bb)-2

- Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric Company, and
Jefferson County, Kentucky (Exhibit 4(kk)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(cc)-1

- 2003 Series A Louisville/Jefferson County Metro Government Loan Agreement, dated October 1, 2003, by and between
Louisville Gas and Electric Company and Louisville/Jefferson County Metro Government, Kentucky (Exhibit 4(ll)-1 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2010)

4(cc)-2

- Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric Company, and
Louisville/Jefferson County Metro Government, Kentucky (Exhibit 4(ll)-2 to PPL Corporation Form 10-K Report (File No. 111459) for the year ended December 31, 2010)

4(dd)-1

- 2005 Series A Louisville/Jefferson County Metro Government Loan Agreement, dated February 1, 2005 and amended and
restated as of September 1, 2008, by and between Louisville Gas and Electric Company, and Louisville/Jefferson County Metro
Government, Kentucky (Exhibit 4(mm)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December
31, 2010)

4(dd)-2

- Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric Company, and
Louisville/Jefferson County Metro Government, Kentucky (Exhibit 4(mm)-2 to PPL Corporation Form 10-K Report (File No. 111459) for the year ended December 31, 2010)

4(ee)-1

- 2007 Series A Louisville/Jefferson County Metro Government Loan Agreement, dated as of March 1, 2007 and amended and
restated as of September 1, 2008, by and between Louisville Gas and Electric Company, and Louisville/Jefferson County Metro
Government, Kentucky (Exhibit 4(nn)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December
31, 2010)

4(ee)-2

- Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric Company, and
Louisville/Jefferson County Metro Government, Kentucky (Exhibit 4(nn)-2 to PPL Corporation Form 10-K Report (File No. 111459) for the year ended December 31, 2010)

4(ff)

- 2007 Series B Louisville/Jefferson County Metro Government Amended and Restated Loan Agreement, dated November 1, 2010,
by and between Louisville Gas and Electric Company and Louisville/Jefferson County Metro Government, Kentucky (Exhibit
4(oo) to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2010)

4(gg)-1

- 2001 Series A Trimble County Loan Agreement, dated November 1, 2001, by and between Louisville Gas and Electric Company,
and County of Trimble, Kentucky (Exhibit 4(qq)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)
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4(gg)-2

- Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric Company, and
the County of Trimble, Kentucky (Exhibit 4(qq)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(hh)

- 2017 Series A Trimble County Loan Agreement, dated as of June 1, 2017, by and between Louisville Gas and Electric Company
and the County of Trimble, Kentucky (Exhibit 4(a) to Louisville Gas and Electric Company Form 8-K Report (File No. 1-2893)
dated June 1, 2017)

4(ii)-1

- 2001 Series B Trimble County Loan Agreement, dated November 1, 2001, by and between Louisville Gas and Electric Company,
and County of Trimble, Kentucky (Exhibit 4(rr)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(ii)-2

- Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric Company, and
County of Trimble, Kentucky (Exhibit 4(rr)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(jj)

- 2016 Series A Trimble County Loan Agreement dated as of September 1, 2016 between Louisville Gas and Electric Company and
the County of Trimble, Kentucky (Exhibit 4(a) to Louisville Gas and Electric Company Form 8-K (File No. 1-2893) dated
September 15, 2016)

4(kk)

- Trust Deed, dated November 26, 2010, between Central Networks East plc and Central Networks West plc, the Issuers, and
Deutsche Trustee Company Limited relating to Central Networks East plc and Central Network West plc £3 billion Euro Medium
Term Note Programme (Exhibit 4(pp) to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31,
2015)

4(ll)-1

- Indenture, dated April 21, 2011, between PPL WEM Holdings PLC, as Issuer, and The Bank of New York Mellon, as Trustee
(Exhibit 10.2 to PPL Corporation Form 8-K Report (File No. 1-11459) dated April 21, 2011)

4(ll)-2

- Supplemental Indenture No. 1, dated April 21, 2011, to said Indenture (Exhibit 10.3 to PPL Corporation Form 8-K Report (File
No. 1-11459) dated April 21, 2011)

4(ll)-3

- Second Supplemental Indenture, dated as of October 30, 2014, to said Indenture (Exhibit 4(a) to PPL Corporation Form 10-Q
Report (File No. 1-11459) for the quarter ended September 30, 2014)

4(mm)-1

- Trust Deed, dated April 27, 2011, by and among Western Power Distribution (East Midlands) plc and Western Power Distribution
(West Midlands) plc, as Issuers, and HSBC Corporate Trustee Company (UK) Limited as Note Trustee (Exhibit 4.1 to PPL
Corporation Form 8-K Report (File No.1-11459) dated May 17, 2011)

4(mm)-2

- Amended and Restated Trust Deed, dated September 10, 2013, by and among Western Power Distribution (East Midlands) plc,
Western Power Distribution (West Midlands) plc, Western Power Distribution (South West) plc and Western Power Distribution
(South Wales) plc as Issuers, and HSBC Corporate Trustee Company (UK) Limited as Note Trustee (Exhibit 4.1 to PPL
Corporation Form 8-K Report (File No. 1-11459) dated October 18, 2013)

4(mm)-3

- £3,000,000,000 Euro Medium Term Note Programme entered into by Western Power Distribution (East Midlands) plc, Western
Power Distribution (South Wales) plc, Western Power Distribution (South West) plc and Western Power Distribution (West
Midlands) plc, dated as of September 9, 2016 (Exhibit 4(oo)-3 to PPL Corporation Form 10-K Report (File No. 1-11459) for the
year ended December 31, 2016)

4(mm)-4

- £3,000,000,000 Euro Medium Term Note Programme entered into by Western Power Distribution (East Midlands) plc, Western
Power Distribution (South Wales) plc, Western Power Distribution (South West) plc and Western Power Distribution (West
Midlands) plc, dated as of September 15, 2017 (Exhibit 4(b) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the
quarter ended September 30, 2017)
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4(mm)-5

- Amended and Restated Trust Deed, relating to the £3,000,000,000 Euro Medium Term Note Programme of the Issuers, dated
September 9, 2016, by and among Western Power Distribution (East Midlands) plc, Western Power Distribution (South Wales)
plc, Western Power Distribution (South West) plc and Western Power Distribution (West Midlands) plc as Issuers, and HSBC
Corporate Trustee Company (UK) Limited as Note Trustee (Exhibit 4(a)-1 to PPL Corporation 10-Q Report (File No. 1-11459) for
the quarter ended March 31, 2018)

4(mm)-6

- Supplement Prospectus, dated March 15, 2018 to the £3,000,000,000 Euro Medium Term Note Programme, entered into by
Western Power Distribution (East Midlands) plc, Western Power Distribution (South Wales) plc, Western Power Distribution
(South West) plc and Western Power Distribution (West Midlands) plc, dated as of September 15, 2017 (Exhibit 4(a)-2 to PPL
Corporation 10-Q Report (File No. 1-11459) for the quarter ended March 31, 2018)

4(mm)-7

- Amended and Restated Trust Deed, dated August 14, 2018, by and among Western Power Distribution (East Midlands) plc,
Western Power Distribution (South Wales) plc, Western Power Distribution (South West) plc and Western Power Distribution
(West Midlands) plc as Issuers, and HSBC Corporate Trustee Company (UK) Limited as Note Trustee (Exhibit 4(c) to PPL
Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended September 30, 2018)

4(nn)

- Trust Deed constituting £500 million 3.625% Senior Unsecured Notes due 2023, dated November 6, 2015, by and among
Western Power Distribution plc as Issuer, and HSBC Corporate Trustee Company (UK) Limited as Note Trustee (Exhibit 4.1 to
PPL Corporation Form 8-K Report (File No. 1-11459) dated November 6, 2015)

4(oo)

- Subscription Agreement, dated November 14, 2017, by and among Western Power Distribution(South West) plc as Issuer, HSBC
Bank plc, Mizuho International plc, The Royal Bank of Scotland plc (trading as NatWest Markets), Banco Santander, S.A.,
Barclays Bank PLC, Lloyds Bank plc, Merrill Lynch International, MUFG Securities EMEA plc and RBC Europe Limited.
(Exhibit 4.3 to PPL Corporation Form 8-K Report (File No. 1-11459) dated November 14, 2017).

4(pp)

- Trust Deed, dated October 16, 2018, between Western Power Distribution plc as Issuer, and HSBC Corporate Trustee Company
(UK) Limited as Trustee (Exhibit 4(d) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended September
30, 2018)

10(a)

- $300 million Revolving Credit Agreement, dated as of November 12, 2013, among PPL Capital Funding, Inc., as borrower, PPL
Corporation, as Guarantor, the Lenders party thereof and PNC Bank National Association, as Administrative Agent, and
Manufactures and Traders Trust as Syndication Agent (Exhibit 10.1 to PPL Corporation Form 8-K Report (File No. 1-11459)
dated November 13, 2013)

10(b)-1

- $150 million Revolving Credit Agreement, dated as of March 26, 2014, among PPL Capital Funding, Inc., as Borrower, PPL
Corporation, as Guarantor and The Bank of Nova Scotia, as Administrative Agent, Issuing Lender and Lender (Exhibit 10.1 to
PPL Corporation Form 8-K Report (File No. 1-11459) dated April 1, 2014)

10(b)-2

- First Amendment to said Revolving Credit Agreement, dated as of March 17, 2015 (Exhibit 10(c)-2 to PPL Corporation Form 10K Report (File No. 1-11459) for the year ended December 31, 2015)

10(b)-3

- Second Amendment to said Revolving Credit Agreement, dated as of March 17, 2016 (Exhibit 10(a) to PPL Corporation Form 10Q Report (File No. 1-11459) for the quarter ended June 30, 2016)

10(b)-4

- Third Amendment to said Revolving Credit Agreement, dated as of March 17, 2017, (Exhibit 10(a) to PPL Corporation Form 10Q Report (File No. 1-11459) for the quarter ended March 31, 2017)

*10(b)-5

- Fourth Amendment to said Revolving Credit Agreement, dated as of March 16, 2018
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10(c)

- Employee Matters Agreement, among PPL Corporation, Talen Energy Corporation, C/R Energy Jade, LLC, Sapphire Power
Holdings LLC. and Raven Power Holdings LLC, dated as of June 9, 2014 (Exhibit 10.1 to PPL Energy Supply, LLC Form 8-K
Report (File No. 1-32944) dated June 12, 2014)

10(d)-1

- $300 million Amended and Restated Revolving Credit Agreement, dated as of July 28, 2014, among PPL Electric Utilities
Corporation, as the Borrower, the Lenders from time to time party thereto and Wells Fargo Bank, National Association, as
Administrative Agent, Issuing Lender and Swingline Lender (Exhibit 10(e) to PPL Electric Utilities Corporation Form 10-Q
Report (File No. 1-905) for the quarter ended June 30, 2014)

10(d)-2

- Notice of Automatic Extension, dated as of September 29, 2014, to said Amended and Restated Credit Agreement (Exhibit 10(b)
to PPL Electric Utilities Corporation Form 10-Q Report (File No. 1-905) for the quarter ended September 30, 2014)

10(d)-3

- Amendment No. 1 to said Credit Agreement, dated as of January 29, 2016 (Exhibit 10.2 to PPL Corporation Form 8-K Report (File
No. 1-11459) dated February 3, 2016)

10(d)-4

- Commitment Extension and Increase Agreement and Amendment No. 2 to said Credit Agreement, dated as of December 1, 2016
(Exhibit 10(e)-4 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2016)

10(d)-5

- Commitment Extension Agreement and Amendment No. 3 to said Credit Agreement, dated as of January 26, 2018 (Exhibit 10(e)5 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2017)

10(e)-1

- $300 million Revolving Credit Agreement, dated as of July 28, 2014, among PPL Capital Funding, Inc., as the Borrower, PPL
Corporation, as the Guarantor, the Lenders from time to time party thereto and Wells Fargo Bank, National Association, as
Administrative Agent, Issuing Lender and Swingline Lender (Exhibit 10(d) to PPL Corporation Form 10-Q Report (File No. 111459) for the quarter ended June 30, 2014)

10(e)-2

- Amendment No. 1 to said Credit Agreement, dated as of January 29, 2016 (Exhibit 10.1 to PPL Corporation Form 8-K Report (File
No. 1-11459) dated February 3, 2016)

10(e)-3

- Commitment Extension and Increase Agreement and Amendment No. 2 to said Credit Agreement, dated as of December 1, 2016
(Exhibit 10(f)-3 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2016)

10(e)-4

- Commitment Extension Agreement and Amendment No. 3 to said Credit Agreement, dated as of January 26, 2018 (Exhibit 10(f)-4
to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2017)

10(f)-1

- $400 million Amended and Restated Revolving Credit Agreement, dated as of July 28, 2014, among Kentucky Utilities
Company, as the Borrower, the Lenders from time to time party thereto and Wells Fargo Bank, National Association, as
Administrative Agent, Issuing Lender and Swingline Lender (Exhibit 10(f) to PPL Corporation Form 10-Q Report (File No. 111459) for the quarter ended June 30, 2014)

10(f)-2

- Amendment No. 1 to said Credit Agreement, dated as of January 29, 2016 (Exhibit 10.4 to PPL Corporation Form 8-K Report (File
No. 1-11459) dated February 3, 2016)

10(f)-3

- Commitment Extension Agreement and Amendment No. 2 to said Credit Agreement, dated as of January 4, 2017 (Exhibit 10(g)-3
to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2016)
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10(f)-4

- Commitment Extension Agreement and Amendment No. 3 to said Credit Agreement, dated as of January 26, 2018 (Exhibit 10(g)4 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2017)

10(g)-1

- $500 million Amended and Restated Revolving Credit Agreement, dated as of July 28, 2014, among Louisville Gas and Electric
Company, as the Borrower, the Lenders from time to time party thereto and Wells Fargo Bank, National Association, as
Administrative Agent, Issuing Lender and Swingline Lender (Exhibit 10(g) to PPL Corporation Form 10-Q Report (File No. 111459) for the quarter ended June 30, 2014)

10(g)-2

- Amendment No. 1 to said Credit Agreement, dated as of January 29, 2016 (Exhibit 10.3 to PPL Corporation Form 8-K Report (File
No. 1-11459) dated February 3, 2016)

10(g)-3

- Commitment Extension Agreement and Amendment No. 2 to said Credit Agreement, dated as of January 4, 2017 (Exhibit 10(h)-3
to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2016)

10(g)-4

- Commitment Extension Agreement and Amendment No. 3 to said Credit Agreement, dated as of January 26, 2018 (Exhibit 10(h)4 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2017)

10(h)-1

- Amendment and Restatement Agreement, dated July 29, 2014, between Western Power Distribution (South West) plc and the
banks party thereto, as Bookrunners and Mandated Lead Arrangers, HSBC Bank plc and Mizuho Bank, Ltd., as Joint
Coordinators, and Mizuho Bank, Ltd., as Facility Agent, relating to the £245 million Multicurrency Revolving Credit Facility
Agreement originally dated January 12, 2012 (Exhibit 10(h) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the
quarter ended June 30, 2014)

10(h)-2

- Amendment Agreement, dated March 21, 2018, between Western Power Distribution (South West) plc and the banks party
thereto, as Bookrunners and Mandated Lead Arrangers, HSBC Bank plc and Mizuho Bank Ltd., as Joint Coordinators, and
Mizuho Bank, Ltd., as Facility Agent, relating to the £245 million Multicurrency Revolving Credit Facility Agreement originally
dated January 12, 2012 and amended and restated on July 29, 2014 (Exhibit 10(d) to PPL Corporation 10-Q Report (File No. 111459) for the quarter ended March 31, 2018)

10(i)-1

- Amendment and Restatement Agreement, dated July 29, 2014, between Western Power Distribution (East Midlands) plc and the
banks party thereto, as Bookrunners and Mandated Lead Arrangers, HSBC Bank plc and Mizuho Bank Ltd., as Joint
Coordinators, and Bank of America Merrill Lynch International Limited, as Facility Agent, relating to the £300 million
Multicurrency Revolving Credit Facility Agreement originally dated April 4, 2011(Exhibit 10(i) to PPL Corporation Form 10-Q
Report (File No. 1-11459) for the quarter ended June 30, 2014)

10(i)-2

- Amendment Agreement, dated March 13, 2018, between Western Power Distribution (East Midlands) plc and the banks party
thereto, as Bookrunners and Mandated Lead Arrangers, HSBC Bank plc and Mizuho Bank Ltd., as Joint Coordinators, and Bank
of America Merrill Lynch International Limited, as Facility Agent, relating to the £300 million Multicurrency Revolving Credit
Facility Agreement originally dated April 4, 2011 and amended and restated on July 29, 2014 (Exhibit 10(b) to PPL Corporation
10-Q Report (File No. 1-11459) for the quarter ended March 31, 2018)

10(j)-1

- Amendment and Restatement Agreement, dated July 29, 2014, between Western Power Distribution (West Midlands) plc and the
banks party thereto, as Bookrunners and Mandated Lead Arrangers, HSBC Bank plc and Mizuho Bank Ltd., as Joint
Coordinators, and Bank of America Merrill Lynch International Limited, as Facility Agent, relating to the £300 million
Multicurrency Revolving Credit Facility Agreement originally dated April 4, 2011(Exhibit 10(j) to PPL Corporation Form 10-Q
Report (File No. 1-11459) for the quarter ended June 30, 2014)
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10(j)-2

- Amendment Agreement, dated March 13, 2018, between Western Power Distribution (West Midlands) plc and the banks party
thereto, as Bookrunners and Mandated Lead Arrangers, HSBC Bank plc and Mizuho Bank Ltd., as Joint Coordinators, and Bank
of America Merrill Lynch International Limited, as Facility Agent, relating to the £300 million Multicurrency Revolving Credit
Facility Agreement originally dated April 4, 2011 and amended and restated on July 29, 2014 (Exhibit 10(a) to PPL Corporation
10-Q Report (File No. 1-11459) for the quarter ended March 31, 2018)

10(k)-1

- $198,309,583.05 Letter of Credit Agreement dated as of October 1, 2014 among Kentucky Utilities Company, as the Borrower,
the Lenders from time to time party hereto and The Bank of Tokyo-Mitsubishi UFJ, Ltd., New York Branch, as Administrative
Agent (Exhibit 10.1 to Kentucky Utilities Company Form 8-K Report (File No. 1-3464) dated October 2, 2014)

10(k)-2

- Amendment No. 1 to said Letter of Credit Agreement, dated as of August 1, 2017 (Exhibit 10(a) to PPL Corporation Form 10-Q
Report (File No. 1-11459) for the quarter ended June 30, 2017)

10(l)

- £210 million Multicurrency Revolving Credit Facility Agreement, dated January 13 2016, among Western Power Distribution plc
and HSBC Bank PLC and Mizuho Bank, Ltd. as Joint Coordinators and Bookrunners, Mizuho Bank, Ltd. as Facility Agent and
the other banks party thereto as Mandated Lead Arrangers (Exhibit 10.1 to PPL Corporation Form 8-K Report (File No. 1-11459)
dated January 19, 2016)

10(m)

- £100,000,000 Term Loan Agreement, dated May 24, 2016, between Western Power Distribution (East Midlands) plc and The
Bank of Tokyo-Mitsubishi UFJ, Ltd. (Exhibit 10.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated May 26, 2016)

10(n)-1

- £20,000,000 Uncommitted Facility Letter entered into between Western Power Distribution (South West) plc, Western Power
Distribution (South Wales) plc, Western Power Distribution (West Midlands) plc, Western Power Distribution (East Midlands) plc
and BNP Paribas, dated as of January 23, 2014 (Exhibit 10(a)-1 to PPL Corporation Form 10-Q Report (File No. 1-11459) for the
quarter ended September 30, 2017)

10(n)-2

- Amendment to said Uncommitted Facility Letter, dated as of July 28, 2017 (Exhibit 10(a)-2 to PPL Corporation Form 10-Q
Report (File No. 1-11459) for the quarter ended September 30, 2017)

10(o)

- $200,000,000 Term Loan Credit Agreement, dated as of October 26, 2017, among Louisville Gas and Electric Company, as the
Borrower, the Lenders from time to time party hereto and U.S. Bank National Association, as Administrative Agent (Exhibit 10(b)
to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended September 30, 2017)

10(p)

- £5,000,000 Letter of Credit Facility entered into between Western Power Distribution (South West) plc and Svenska
Handelsbanken AB dated as of February 20, 2018 (Exhibit 10(e) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the
quarter ended March 31, 2018)

10(q)

- £75,000,000 Facility Letter entered into between Western Power Distribution (South West) plc and Svenska Handelsbanken AB
dated as of February 28, 2018 (Exhibit 10(f) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended
March 31, 2018)

10(r)

- Confirmation of Forward Sale Transaction, dated May 8, 2018, between the Company and JPMorgan Chase Bank, National
Association, London Branch (Exhibit 10.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated May 11, 2018)

10(s)

- Confirmation of Forward Sale Transaction, dated May 8, 2018, between the Company and Barclays Bank PLC (Exhibit 10.2 to
PPL Corporation Form 8-K Report (File No. 1-11459) dated May 11, 2018)

10(t)

- Additional Confirmation of Forward Sale Transaction, dated May 10, 2018, between the Company and JPMorgan Chase Bank,
National Association, London Branch (Exhibit 10.3 to PPL Corporation Form 8-K Report (File No. 1-11459) dated May 11, 2018)
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10(u)

- Additional Confirmation of Forward Sale Transaction, dated May 8, 2018, between the Company and Barclays Bank PLC
(Exhibit 10.4 to PPL Corporation Form 8-K Report (File No. 1-11459) dated May 11, 2018)

[_]10(v)-1

- Amended and Restated Directors Deferred Compensation Plan, dated June 12, 2000 (Exhibit 10(h) to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2000)

[_]10(v)-2

- Amendment No. 1 to said Directors Deferred Compensation Plan, dated December 18, 2002 (Exhibit 10(m)-1 to PPL Corporation
Form 10-K Report (File No. 1-11459) for the year ended December 31, 2002)

[_]10(v)-3

- Amendment No. 2 to said Directors Deferred Compensation Plan, dated December 4, 2003 (Exhibit 10(q)-2 to PPL Corporation
Form 10-K Report (File No. 1-11459) for the year ended December 31, 2003)

[_]10(v)-4

- Amendment No. 3 to said Directors Deferred Compensation Plan, dated as of January 1, 2005 (Exhibit 10(cc)-4 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2005)

[_]10(v)-5

- Amendment No. 4 to said Directors Deferred Compensation Plan, dated as of May 1, 2008 (Exhibit 10(x)-5 to PPL Corporation
Form 10-K Report (File No. 1-11459) for the year ended December 31, 2008)

[_]10(v)-6

- Amendment No. 5 to said Directors Deferred Compensation Plan, dated May 28, 2010 (Exhibit 10(a) to PPL Corporation Form 10Q Report (File No. 1-11459) for the quarter ended June 30, 2010)

[_]10(v)-7

- Amendment No. 6 to said Directors Deferred Compensation Plan, dated as of April 15, 2015 (Exhibit 10(b) to PPL Corporation
Form 10-Q Report (File No. 1-11459) for the quarter ended March 31, 2015)

[_]10(w)-1

- PPL Corporation Directors Deferred Compensation Plan Trust Agreement, dated as of April 1, 2001, between PPL Corporation and
Wachovia Bank, N.A. (as successor to First Union National Bank), as Trustee (Exhibit 10(hh)-1 to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2012)

[_]10(w)-2

- PPL Officers Deferred Compensation Plan, PPL Supplemental Executive Retirement Plan and PPL Supplemental Compensation
Pension Plan Trust Agreement, dated as of April 1, 2001, between PPL Corporation and Wachovia Bank, N.A. (as successor to
First Union National Bank), as Trustee (Exhibit 10(hh)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year
ended December 31, 2012)

[_]10(w)-3

- PPL Revocable Employee Nonqualified Plans Trust Agreement, dated as of March 20, 2007, between PPL Corporation and
Wachovia Bank, N.A., as Trustee (Exhibit 10(c) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended
March 31, 2007)

[_]10(w)-4

- PPL Employee Change in Control Agreements Trust Agreement, dated as of March 20, 2007, between PPL Corporation and
Wachovia Bank, N.A., as Trustee (Exhibit 10(d) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended
March 31, 2007)

[_]10(w)-5

- PPL Revocable Director Nonqualified Plans Trust Agreement, dated as of March 20, 2007, between PPL Corporation and
Wachovia Bank, N.A., as Trustee (Exhibit 10(e) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended
March 31, 2007)

[_]10(x)-1

- Amended and Restated Officers Deferred Compensation Plan, dated December 8, 2003 (Exhibit 10(r) to PPL Corporation Form
10-K Report (File No. 1-11459) for the year ended December 31, 2003)
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[_]10(x)-2

- Amendment No. 1 to said Officers Deferred Compensation Plan, dated as of January 1, 2005 (Exhibit 10(ee)-1 to PPL Corporation
Form 10-K Report (File No. 1-11459) for the year ended December 31, 2005)

[_]10(x)-3

- Amendment No. 2 to said Officers Deferred Compensation Plan, dated as of January 22, 2007 (Exhibit 10(bb)-3 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2006)

[_]10(x)-4

- Amendment No. 3 to said Officers Deferred Compensation Plan, dated as of June 1, 2008 (Exhibit 10(z)-4 to PPL Corporation
Form 10-K Report (File No. 1-11459) for the year ended December 31, 2008)

[_]10(x)-5

- Amendment No. 4 to said Officers Deferred Compensation Plan, dated as of February 15, 2012 (Exhibit 10(ff)-5 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2011)

[_]10(x)-6

- Amendment No. 5 to said Executive Deferred Compensation Plan, dated as of May 8, 2014 (Exhibit 10(a) to PPL Corporation
Form 10-Q Report (File No. 1-11459) for the quarter ended June 30, 2014)

[_]10(x)-7

- Amendment No. 6 to said Executive Deferred Compensation Plan, dated as of December 16, 2015 (Exhibit [_]10(q)-7 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2015)

*[_]10(x)-8

- Amendment No. 7 to said Executive Deferred Compensation Plan, dated as of January 1, 2019

[_]10(y)-1

- Amended and Restated Supplemental Executive Retirement Plan, dated December 8, 2003 (Exhibit 10(s) to PPL Corporation
Form 10-K Report (File No. 1-11459) for the year ended December 31, 2003)

[_]10(y)-2

- Amendment No. 1 to said Supplemental Executive Retirement Plan, dated December 16, 2004 (Exhibit 99.1 to PPL Corporation
Form 8-K Report (File No. 1-11459) dated December 17, 2004)

[_]10(y)-3

- Amendment No. 2 to said Supplemental Executive Retirement Plan, dated as of January 1, 2005 (Exhibit 10(ff)-3 to PPL
Corporation Form 10-K Report (File 1-11459) for the year ended December 31, 2005)

[_]10(y)-4

- Amendment No. 3 to said Supplemental Executive Retirement Plan, dated as of January 22, 2007 (Exhibit 10(cc)-4 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2006)

[_]10(y)-5

- Amendment No. 4 to said Supplemental Executive Retirement Plan, dated as of December 9, 2008 (Exhibit 10(aa)-5 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2008)

[_]10(y)-6

- Amendment No. 5 to said Supplemental Executive Retirement Plan, dated as of February 15, 2012 (Exhibit 10(gg)-6 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2011)

[_]10(y)-7

- Amendment No. 6 to the Amended and Restated Supplemental Executive Retirement Plan, dated March 23, 2018 (Exhibit 10(g)
to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended March 31, 2018)

[_]10(z)-1

- Amended and Restated Incentive Compensation Plan, effective January 1, 2003 (Exhibit 10(p) to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2002)
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[_]10(z)-2

- Amendment No. 1 to said Incentive Compensation Plan, dated as of January 1, 2005 (Exhibit 10(gg)-2 to PPL Corporation Form
10-K Report (File 1-11459) for the year ended December 31, 2005)

[_]10(z)-3

- Amendment No. 2 to said Incentive Compensation Plan, dated as of January 26, 2007 (Exhibit 10(dd)-3 to PPL Corporation Form
10-K Report (File No. 1-11459) for the year ended December 31, 2006)

[_]10(z)-4

- Amendment No. 3 to said Incentive Compensation Plan, dated as of March 21, 2007 (Exhibit 10(f) to PPL Corporation Form 10-Q
Report (File No. 1-11459) for the quarter ended March 31, 2007)

[_]10(z)-5

- Amendment No. 4 to said Incentive Compensation Plan, effective December 1, 2007 (Exhibit 10(a) to PPL Corporation Form 10Q Report (File No. 1-11459) for the quarter ended September 30, 2008)

[_]10(z)-6

- Amendment No. 5 to said Incentive Compensation Plan, dated as of December 16, 2008 (Exhibit 10(bb)-6 to PPL Corporation
Form 10-K Report (File 1-11459) for the year ended December 31, 2008)

[_]10(z)-7

- Form of Stock Option Agreement for stock option awards under the Incentive Compensation Plan (Exhibit 10(a) to PPL
Corporation Form 8-K Report (File No. 1-11459) dated February 1, 2006)

[_]10(z)-8

- Form of Restricted Stock Unit Agreement for restricted stock unit awards under the Incentive Compensation Plan (Exhibit 10(b)
to PPL Corporation Form 8-K Report (File No. 1-11459) dated February 1, 2006)

[_]10(z)-9

- Form of Performance Unit Agreement for performance unit awards under the Incentive Compensation Plan (Exhibit 10(ss) to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2007)

[_]10(aa)

- Amended and Restated Incentive Compensation Plan for Key Employees, effective October 25, 2018 (Exhibit 10(a) to PPL
Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended September 30, 2018)

[_]10(bb)

- Short-term Incentive Plan (Annex B to Proxy Statement of PPL Corporation, dated April 12, 2016)

[_]10(cc)

- Employment letter, dated May 31, 2006, between PPL Services Corporation and William H. Spence (Exhibit 10(pp) to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2006)

[_]10(dd)

- Form of Retention Agreement entered into between PPL Corporation and Gregory N. Dudkin (Exhibit 10(h) to PPL Corporation
Form 10-Q Report (File No. 1-11459) for the quarter ended March 31, 2007)

[_]10(ee)-1

- Form of Severance Agreement entered into between PPL Corporation and William H. Spence (Exhibit 10(i) to PPL Corporation
Form 10-Q Report (File No. 1-11459) for the quarter ended March 31, 2007)

[_]10(ee)-2

- Amendment to said Severance Agreement (Exhibit 10(a) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter
ended June 30, 2009)

[_]10(ff)

- Form of Change in Control Severance Protection Agreement entered into between PPL Corporation and Gregory N. Dudkin,
Joanne H. Raphael, Vincent Sorgi and Victor A. Staffieri (Exhibit 10(b) to PPL Corporation Form 10-Q Report (File No. 1-11459)
for the quarter ended March 31, 2012)

[_]10(gg)-1

- PPL Corporation Amended and Restated 2012 Stock Incentive Plan, effective October 25, 2018 (Exhibit 10(b) to PPL
Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended September 30, 2018)
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[_]10(gg)-2

- Form of Performance Unit Agreement for performance unit awards under the Stock Incentive Plan (Exhibit 10(tt)-2 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2012)

[_]10(gg)-3

- Form of Performance Contingent Restricted Stock Unit Agreement for restricted stock unit awards under the Stock Incentive Plan
(Exhibit 10(tt)-3 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2012)

[_]10(gg)-4

- Form of Nonqualified Stock Option Agreement for stock option awards under the Stock Incentive Plan (Exhibit 10(tt)-4 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2012)

[_]10(gg)-5

- Form of Total Shareholder Return Performance Unit Agreement for performance units under the Amended and Restated 2012
Stock Incentive Plan (Exhibit 10(dd)-5 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31,
2017)

[_]10(gg)-6

- Form of Return on Equity Performance Unit Agreement for performance units under the Amended and Restated 2012 Stock
Incentive Plan (Exhibit 10(dd)-6 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2017)

[_]10(hh)

- PPL Corporation Executive Severance Plan, effective as of July 26, 2012 (Exhibit 10(d) to PPL Corporation Form 10-Q Report
(File No. 1-11459) for the quarter ended June 30, 2012)

[_]10(ii)

- Form of Western Power Distribution Phantom Stock Option Award Agreement for stock option awards under the Western Power
Distribution Long-Term Incentive Plan (Exhibit [_]10(bbb)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the
year ended December 31, 2014)

[_]10(jj)

- Form of Grant Letter dated May 29, 2015 (Exhibit 10.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated June 1,
2015)

*[_]10(kk)-1

- Amended and Restated Personal Contract dated August 13, 2013, between Western Power Distribution (South West) plc and
Philip Swift

*[_]10(kk)-2

- Ill-Health Retirement Arrangement letter agreement dated March 2, 2016, between Western Power Distribution (South West) plc
and Philip Swift

*[_]10(kk)-3

- Pension Arrangement letter agreement dated March 2, 2016, between Western Power Distribution (South West) plc and Philip
Swift

*21

- Subsidiaries of PPL Corporation

*23(a)

- Consent of Deloitte & Touche LLP - PPL Corporation

*23(b)

- Consent of Deloitte & Touche LLP - PPL Electric Utilities Corporation

*23(c)

- Consent of Deloitte & Touche LLP - LG&E and KU Energy LLC

*23(d)

- Consent of Deloitte & Touche LLP - Louisville Gas and Electric Company
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*23(e)

- Consent of Deloitte & Touche LLP - Kentucky Utilities Company

*24

- Power of Attorney

*31(a)

- Certificate of PPL's principal executive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(b)

- Certificate of PPL's principal financial officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(c)

- Certificate of PPL Electric's principal executive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(d)

- Certificate of PPL Electric's principal financial officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(e)

- Certificate of LKE's principal executive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(f)

- Certificate of LKE's principal financial officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(g)

- Certificate of LG&E's principal executive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(h)

- Certificate of LG&E's principal financial officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(i)

- Certificate of KU's principal executive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(j)

- Certificate of KU's principal financial officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*32(a)

- Certificate of PPL's principal executive officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

*32(b)

- Certificate of PPL Electric's principal executive officer and principal financial officer pursuant to Section 906 of the SarbanesOxley Act of 2002

*32(c)

- Certificate of LKE's principal executive officer and principal financial officer pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002

*32(d)

- Certificate of LG&E's principal executive officer and principal financial officer pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002

*32(e)

- Certificate of KU's principal executive officer and principal financial officer pursuant to Section 906 of the Sarbanes-Oxley Act of
2002

274

Source: PPL CORP, 10-K, February 14, 2019

Powered by Morningstar® Document Research℠

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

Table of Contents

*99(a)

- PPL Corporation and Subsidiaries Long-term Debt Schedule

101.INS

- XBRL Instance Document for PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU
Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company

101.SCH

- XBRL Taxonomy Extension Schema for PPL Corporation, PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU
Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company

101.CAL

- XBRL Taxonomy Extension Calculation Linkbase for PPL Corporation, PPL Corporation, PPL Electric Utilities Corporation,
LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company

101.DEF

- XBRL Taxonomy Extension Definition Linkbase for PPL Corporation, PPL Corporation, PPL Electric Utilities Corporation,
LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company

101.LAB

- XBRL Taxonomy Extension Label Linkbase for PPL Corporation, PPL Corporation, PPL Electric Utilities Corporation, LG&E
and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company

101.PRE

- XBRL Taxonomy Extension Presentation Linkbase for PPL Corporation, PPL Corporation, PPL Electric Utilities Corporation,
LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.
PPL Corporation
(Registrant)
By /s/ William H. Spence
William H. Spence Chairman, President and
Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the Registrant
and in the capacities and on the date indicated.

/s/ William H. Spence
William H. Spence Chairman, President and
Chief Executive Officer
(Principal Executive Officer)

/s/ Vincent Sorgi
Vincent Sorgi Executive Vice President and
Chief Financial Officer
(Principal Financial Officer)

/s/ Stephen K. Breininger
Stephen K. Breininger Vice President and Controller
(Principal Accounting Officer)

Directors:
Rodney C. Adkins
John W. Conway
Steven G. Elliott
Venkata Rajamannar Madabhushi
Craig A. Rogerson

William H. Spence
Natica von Althann
Keith H. Williamson
Phoebe A. Wood
Armando Zagalo de Lima

/s/ William H. Spence
William H. Spence, Attorney-in-fact

Date: February 14, 2019
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.
PPL Electric Utilities Corporation
(Registrant)
By /s/ Gregory N. Dudkin
Gregory N. Dudkin President
Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the Registrant
and in the capacities and on the date indicated.

/s/ Gregory N. Dudkin
Gregory N. Dudkin President
(Principal Executive Officer)
/s/ Marlene C. Beers
Marlene C. Beers Vice President-Finance and Regulatory Affairs and
Controller
(Principal Financial Officer and Principal Accounting
Officer)

Directors:
/s/ Gregory N. Dudkin

/s/ Vincent Sorgi

Gregory N. Dudkin

Vincent Sorgi

/s/ Joanne H. Raphael

/s/ William H. Spence

Joanne H. Raphael

William H. Spence

Date: February 14, 2019
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.
LG&E and KU Energy LLC
(Registrant)
By /s/ Paul W. Thompson
Paul W. Thompson Chairman of the Board, Chief Executive Officer
and President

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the Registrant
and in the capacities and on the date indicated.

By /s/ Paul W. Thompson
Paul W. Thompson Chairman of the Board, Chief Executive Officer
and President
(Principal Executive Officer)

/s/ Kent W. Blake
Kent W. Blake Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer)

Directors:
/s/ Lonnie E. Bellar

/s/ William H. Spence

Lonnie E. Bellar

William H. Spence

/s/ Kent W. Blake

/s/ Paul W. Thompson

Kent W. Blake

Paul W. Thompson

/s/ Vincent Sorgi
Vincent Sorgi

Date: February 14, 2019
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.
Louisville Gas and Electric Company
(Registrant)
By /s/ Paul W. Thompson
Paul W. Thompson Chairman of the Board, Chief Executive Officer
and President

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the Registrant
and in the capacities and on the date indicated.

By /s/ Paul W. Thompson
Paul W. Thompson Chairman of the Board, Chief Executive Officer
and President
(Principal Executive Officer)

/s/ Kent W. Blake
Kent W. Blake Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer)

Directors:
/s/ Lonnie E. Bellar

/s/ William H. Spence

Lonnie E. Bellar

William H. Spence

/s/ Kent W. Blake

/s/ Paul W. Thompson

Kent W. Blake

Paul W. Thompson

/s/ Vincent Sorgi
Vincent Sorgi
Date: February 14, 2019
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.
Kentucky Utilities Company
(Registrant)
By /s/ Paul W. Thompson
Paul W. Thompson Chairman of the Board, Chief Executive Officer
and President

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the Registrant
and in the capacities and on the date indicated.

By /s/ Paul W. Thompson
Paul W. Thompson Chairman of the Board, Chief Executive Officer
and President
(Principal Executive Officer)

/s/ Kent W. Blake
Kent W. Blake Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer)

Directors:
/s/ Lonnie E. Bellar

/s/ William H. Spence

Lonnie E. Bellar

William H. Spence

/s/ Kent W. Blake

/s/ Paul W. Thompson

Kent W. Blake

Paul W. Thompson

/s/ Vincent Sorgi
Vincent Sorgi
Date: February 14, 2019
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Exhibit 4(a)-4
AMENDMENT NO. 3
TO
PPL EMPLOYEE STOCK OWNERSHIP PLAN

WHEREAS, PPL Services Corporation (“PPL”) sponsors and maintains the PPL Employee Stock Ownership
Plan as amended and restated effective December 1, 2016 (“Plan”); and
WHEREAS, PPL desires to amend the Plan to (1) provide certain benefits to domestic partners and (2) make a
top-paid group election for determining highly compensated employees to align with its other plans;
NOW, THEREFORE, the Plan is hereby amended as follows:
I. Effective January 1, 2019, a new section 2.8A shall be added to Article II as follows:
“2.8A “Domestic Partner” shall mean an individual who is in a domestic partnership with a Participant
and an affidavit of domestic partnership (in the form prescribed by PPL) is on file with PPL and the affidavit is still
in effect.”
II. Effective January 1, 2018, Section 2.16 of the Plan, “Highly Compensated Eligible Employee”, is amended
to read as follows:
“2.16 “Highly Compensated Eligible Employee” shall mean an Eligible Employee who:
(a) is a five-percent owner, as defined in section 416(i)(1) of the Code, either for the current Plan Year or
the immediately preceding Plan Year; or
(b) (1) received more than $125,000 (as indexed) in Compensation in the immediately preceding Plan
Year, from a Participating Company or an Affiliated Company; and
(2) was among the top 20% of Employees of the Participating Company and Affiliated Companies
ranked by Compensation in the immediately

Source: PPL CORP, 10-K, February 14, 2019

Powered by Morningstar® Document Research℠

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

preceding Plan Year (excluding Employees described in section 414(q)(5) of the Code to the extent permitted
under the Code and regulations thereunder).”
III. Effective January 1, 2019, Section 7.3 of the Plan, “Beneficiary Designation,” is amended to read as follows:

“7.3

Beneficiary Designation.

(a)
Death benefits under the Plan shall be paid to the surviving Spouse of a Participant, including the
Spouse of a Participant who has retired or whose employment has terminated before the Effective Date, (1)
unless (A) such Spouse consents in writing not to receive such benefit and consents to the specific beneficiary
designated by the Participant, (B) such consent acknowledges its own effect, and (C) such consent is witnessed
by a notary public; or (2) unless the Participant establishes to the satisfaction of a Plan representative either that
he has no Spouse, that his Spouse cannot be located, or that his Spouse's consent is not required under such
other circumstances as are prescribed under governmental regulations.
(b)
Except as provided in this Section, each Participant shall have the unrestricted right at any time to
designate the beneficiary or beneficiaries who shall receive, upon or after his death, his interest in the Fund by
executing and filing with the Employee Benefit Plan Board a written instrument in such form as may be prescribed
by the Employee Benefit Plan Board for that purpose. Except as provided in this Section, the Participant shall
have the unrestricted right to revoke and to change, at any time and from time to time, any beneficiaries previously
designated by him by executing and filing with the Employee Benefit Plan Board a written instrument in such form
as may be prescribed by the Employee Benefit Plan Board for that purpose. No designation, revocation or change
of beneficiaries shall be valid and effective unless and until filed with the Employee Benefit Plan Board.
If no designation is made, or if the beneficiaries named in such designation pre-decease the Participant, or
if the beneficiary cannot be located by the Employee Benefit Plan Board, the interest of the deceased Participant
shall be paid to the surviving spouse or if none, to the Participant's Domestic Partner, or if none, to the
Participant’s estate.
The amount payable upon the death of a Participant shall be paid in Stock or cash as elected by the
recipients.”
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IN WITNESS WHEREOF, this Amendment No. 3 is executed this _______ day of _____________________,
2018.

PPL SERVICES CORPORATION

By:_________________________________
Thomas J. Lynch
Vice President & Chief Human Resources Officer
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Exhibit 4(a)-3
AMENDMENT NO. 2
TO
PPL EMPLOYEE STOCK OWNERSHIP PLAN
WHEREAS, PPL Services Corporation (“PPL”) has adopted the PPL Employee Stock Ownership Plan (“Plan”)
effective January 1, 2000; and
WHEREAS, the Plan was amended and restated effective December 1, 2016, and subsequently amended by
Amendment No. 1; and
NOW, THEREFORE, the Plan is hereby amended as follows:
I. Effective December 1, 2018, Appendix A is amended to read as follows:

Appendix A
Participating Company
Name
1.
PPL Services Corporation

Effective Date
July 1, 2000

2.

PPL Electric Utilities Corporation

January 1, 1975

3.

PPL EnergyPlus, LLC

July 14, 1998
(not participating as of June 1, 2015)

4.

PPL Generation, LLC

July 1, 2000
(not participating as of June 1, 2015)

5.

PPL Brunner Island, LLC

July 1, 2000
(not participating as of June 1, 2015)

6.

PPL Holtwood, LLC

July 1, 2000
(not participating as of June 1, 2015)

7.

PPL Martins Creek, LLC

July 1, 2000
(not participating as of June 1, 2015)

8.

PPL Montour, LLC

July 1, 2000
(not participating as of June 1, 2015)
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9.

PPL Susquehanna, LLC

July 1, 2000
(not participating as of June 1, 2015)

10.

PPLSolutions, LLC

January 1, 2002

11.

Lower Mount Bethel Energy, LLC

September 30, 2002
(not participating as of June 1, 2015)

12.

PPL Development Company, LLC

January 1, 2006

13.

PPL Global, LLC

January 1, 2006

14.

PPL Energy Services Group, LLC

September 25, 2006
(not participating as of June 1, 2015)

15.

PPL Interstate Energy Company

January 1, 2008
(not participating as of June 1, 2015)

16.

PPL Strategic Development, LLC

January 1, 2012

17.

PPL EnergyPlus Retail, LLC

June 23, 2011
(not participating as of June 1, 2015)

18.

PPL Energy Supply, LLC

September 17, 2012
(not participating as of June 1, 2015)

19.

PPL TransLink, Inc

February 11, 2016

20.

PPL EU Services Corporation

Effective January 1, 2015

21.

PPL Distributed Energy Resources, LLC

December 1, 2018
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II. Except as provided in this Amendment No. 2, all other provisions of the Plan shall remain in full force and effect.
IN WITNESS WHEREOF, this Amendment No. 2 is executed this _____ day of _______________, 2018.

EMPLOYEE BENEFIT PLAN BOARD

By:_________________________________
Julissa Burgos
Chair, Employee Benefit Plan Board
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Exhibit 4(d)-6
FIFTH SUPPLEMENTAL INDENTURE
Dated as of January 2, 2019
FIFTH SUPPLEMENTAL INDENTURE, dated as of January 2, 2019, among Western Power Distribution plc, a company
incorporated under the laws of England and Wales (“WPD” or the “Remaining Obligor”), PPL UK Distribution Holdings Limited
(“PUDHL”), PPL UK Management Partners (“PLUMP”, and together with PUDHL, the “Assigning Obligors”), PPL UK Resources
Limited (“PLURL” or the “New Obligor”), and Deutsche Bank Trust Company Americas (formerly known as Bankers Trust
Company), a New York banking corporation, as Trustee under the Indenture, as defined below (the “Trustee”).
W I T N E S S E T H:
WHEREAS, WPD Holdings UK (the “Original Issuer”) has heretofore executed and delivered to the Trustee an indenture dated
as of March 16, 2001 (as supplemented and amended, the “Indenture”), to provide for the issuance by it of its indebtedness;
WHEREAS, the Original Issuer has heretofore executed and delivered to the Trustee a first supplemental indenture dated as of
March 16, 2001, to create multiple series of securities to be issuable under the Indenture, including one series of the Original Issuer’s
7.375% Notes Due 2028 (the “Securities”);
WHEREAS, the Original Issuer and PUDHL (formerly PPL WW Holdings Limited (formerly known as Western Power
Distribution Holdings Limited)), have heretofore executed and delivered to the Trustee a second supplemental indenture dated as of
January 30, 2003, to convey and transfer the Original Issuer’s properties and assets substantially as an entirety under the Indenture, the
Securities and all other documents, agreements and instruments related thereto to PUDHL, as the successor entity, which thereby
expressly assumed the Original Issuer’s applicable obligations on the Securities;
WHEREAS, PUDHL and WPD have heretofore executed and delivered to the Trustee a third supplemental indenture dated as of
October 31, 2014, under which WPD assumed, as full and equal co-obligor of PUDHL, all of PUDHL’s obligations under the Indenture
and the Securities, and the performance or observance of every covenant of the Indenture and the Securities to be performed or
observed;
WHEREAS, PUDHL, WPD, and PLUMP, have heretofore executed and delivered to the Trustee a fourth supplemental indenture
dated as of December 1, 2016, under which PLUMP assumed, as full and equal co-obligor of PUDHL and WPD, all of PUDHL’s and
WPD’s obligations under the Indenture and the Securities, and the performance or observance of every covenant of the Indenture and
the Securities to be performed or observed;
WHEREAS, pursuant to Article One of this Fifth Supplemental Indenture, PLURL will assume, as full and equal co-obligor of
WPD, all of the Remaining Obligor’s obligations under the Indenture and the Securities, and the performance or observance of every
covenant of the Indenture and the Securities to be performed or observed;
WHEREAS, pursuant to the internal reorganization plan of the group of companies of which the Remaining Obligor, the
Assigning Obligors, and the New Obligor are members, and in accordance with
1
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Article VIII (Section 801) and Article IX (Section 901) of the Indenture, PLURL, as a person that owns all of the ordinary shares of
PUDHL, will assume by this Fifth Supplemental Indenture, as successor entity to PUDHL, all of its rights and obligations under the
Indenture, the Securities, any supplemental indenture relating to the Securities, and all other documents, agreements, and instruments
related thereto (the “PUDHL Transfer”). In addition, in accordance with Article VIII (Section 801) and Article IX (Section 901) of the
Indenture, PLURL, as a person that owns all partnership interests in PLUMP, will assume by this Fifth Supplemental Indenture, as
successor entity to PLUMP, all of its rights and obligations under the Indenture, the Securities, and any supplemental indenture relating
to the Securities, and all other documents, agreements, and instruments related thereto (the “PLUMP Transfer ” and together with the
PUDHL Transfer, the “Succession”).
WHEREAS, pursuant to Article VIII and Article IX of the Indenture, the Remaining Obligor, the Assigning Obligors, the New
Obligor, and the Trustee may enter into this Fifth Supplemental Indenture; and
WHEREAS, all other acts necessary to make this Fifth Supplemental Indenture a valid, binding and enforceable instrument, and
all of the conditions and requirements set forth in the Indenture, have been performed and fulfilled and the execution and delivery of
this Fifth Supplemental Indenture have been in all respects duly authorized.
NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, each
of the Remaining Obligor, the Assigning Obligors, the New Obligor, and the Trustee hereby agrees for the other parties’ benefit, and for
the equal ratable benefit of the Holders, as follows:

ARTICLE ONE
ASSUMPTION OF OBLIGATIONS BY NEW OBLIGOR
Section 1.01 ASSUMPTION OF OBLIGATIONS BY NEW OBLIGOR. Each Assigning Obligor hereby agrees to assign and delegate
all of its rights and obligations in relation to the Succession. The New Obligor hereby agrees that as of the date hereof, it expressly, and
without any further action being necessary, assumes all of the Remaining Obligor’s and Assigning Obligors’ obligations under the
Indenture and the Securities, and the due and punctual performance and observance of all the covenants and conditions to be
performed or observed by the Remaining Obligor pursuant to the Indenture and the Securities in accordance with Section 801 of the
Indenture, as if originally named the Company under the Indenture.
Section 1.02 WAIVER OF DISCHARGE OF OBLIGATIONS BY THE REMAINING OBLIGOR. The Remaining Obligor hereby
agrees to waive the automatic release of its obligations under Section 801 of the Indenture; furthermore, the Remaining Obligor hereby
agrees to waive the discharge under Section 802 of the Indenture of its obligations under the Indenture and the Securities; and without
any further action being necessary, hereby reaffirms and agrees to comply with its obligations as the Company under the Indenture and
the Securities and the due and punctual performance and observance of all the covenants and conditions to be performed or observed
pursuant to the Indenture and the Securities in accordance with the Indenture.
Section 1.03 CO-OBLIGORS. Each of the Remaining Obligor and New Obligor hereby agrees to act as co-obligors, jointly and
severally, and fully and unconditionally liable on the Securities; each shall be considered for purposes of the Indenture to be the issuer
of the Securities; and the Indenture and the
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Securities shall be construed and/or deemed amended in light of, and in order to give full effect to, the foregoing.

ARTICLE TWO
MISCELLANEOUS
Section 2.01 CAPITALIZED TERMS. Capitalized terms used herein without definition shall have the meanings assigned to them in
the Indenture.
Section 2.02 EXECUTION AS SUPPLEMENTAL INDENTURE. This Fifth Supplemental Indenture is executed as and shall constitute
an Indenture supplemental to the Indenture, and the Indenture and this Fifth Supplemental Indenture shall form a part of the Indenture.
Section 2.03 CONFIRMATION. The Indenture as amended and supplemented by this Fifth Supplemental Indenture is in all respects
confirmed and preserved.
Section 2.04 COUNTERPARTS. This Fifth Supplemental Indenture may be executed in several counterparts, each of which shall be
deemed an original, but all of which together shall constitute one instrument.
Section 2.05 EFFECT OF HEADINGS. The Article and Section headings herein are for convenience only and shall not affect the
construction hereof.
Section 2.06 SEPARABILITY CLAUSE. In case any provision in this Fifth Supplemental Indenture shall be invalid, illegal or
unenforceable, the validity, legality and enforceability of the remaining provisions shall not in any way be affected or impaired thereby.
Section 2.07 GOVERNING LAW. This Fifth Supplemental Indenture shall be governed by and construed in accordance with the laws
of the State of New York.

Section 2.08 TRUSTEE MAKES NO REPRESENTATION. The Trustee makes no representation as to the validity or sufficiency
of this Fifth Supplemental Indenture or the statements made in the recitals of this Fifth Supplemental Indenture.
[THE REMAINDER OF THIS PAGE IS LEFT BLANK INTENTIONALLY]
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IN WITNESS WHEREOF, the parties hereof have caused this Fifth Supplemental Indenture to be duly executed by their
respective officers or directors duly authorized thereto, all as of the day and year first above written.
Western Power Distribution plc

By:
Name:

I. R. Williams
Ian Robert Williams

PPL UK Resources Limited

By:
Name:
Title:

I. R. Williams
Ian Robert Williams
Director

PPL UK Distribution Holdings Limited

By:
Name:
Title:

I. R. Williams
Ian Robert Williams
Director

PPL UK Management Partners

By:
Name:
Title:
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Deutsche Bank Trust Company Americas,

as Trustee
By: Deutsche Bank National Trust Company

By:
Name:
Title:
By:
Name:
Title:
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Irina Golovashchuk
Irina Golovashchuk
Vice President
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Exhibit 10(b)-5
EXECUTION VERSION
FOURTH AMENDMENT TO REVOLVING CREDIT AGREEMENT
THIS FOURTH AMENDMENT TO REVOLVING CREDIT AGREEMENT, dated as of March 16, 2018 (this
“Amendment”), to the Existing Credit Agreement (as defined below) is made by PPL CAPITAL FUNDING, INC., a Delaware
corporation (the “Borrower”), PPL CORPORATION, a Pennsylvania corporation (the “ Guarantor”) and each Lender (such
capitalized term and other capitalized terms used in this preamble and the recitals below to have the meanings set forth in, or are
defined by reference in, Article I below).
W I T N E S S E T H:
WHEREAS, the Borrower, the Guarantor, the Lenders and The Bank of Nova Scotia, as the Administrative Agent, Sole Lead
Arranger and Sole Bookrunner, are all parties to the Revolving Credit Agreement, dated as of March 26, 2014 (as amended or
otherwise modified prior to the date hereof, the “Existing Credit Agreement”, and as amended by this Amendment and as the same
may be further amended, supplemented, amended and restated or otherwise modified from time to time, the “Credit Agreement”); and
WHEREAS, the Borrower has requested that the Lenders amend the Existing Credit Agreement in order to extend the maturity
date therein and the Lenders are willing to modify the Existing Credit Agreement on the terms and subject to the conditions hereinafter
set forth;
NOW, THEREFORE, the parties hereto hereby covenant and agree as follows:
ARTICLE I
DEFINITIONS
SECTION 1.1. Certain Definitions. The following terms when used in this Amendment shall have the following meanings
(such meanings to be equally applicable to the singular and plural forms thereof):
“Amendment” is defined in the preamble.
“Borrower” is defined in the preamble.
“Credit Agreement” is defined in the first recital.
“Existing Credit Agreement” is defined in the first recital.
“Guarantor” is defined in the preamble.
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SECTION 1.2. Other Definitions. Terms for which meanings are provided in the Existing Revolving Credit Agreement are,
unless otherwise defined herein or the context otherwise requires, used in this Amendment with such meanings.
ARTICLE II
AMENDMENTS TO THE EXISTING CREDIT AGREEMENT
Effective as of the date hereof, but subject to the satisfaction of the conditions in Article III,
(a) The recitals of the Existing Credit Agreement are hereby amended and restated in their entirety as follows:
“The Loan Parties (as hereinafter defined) have requested that the Lenders provide a revolving credit facility in an
aggregate principal amount, subject to Section 2.19, not to exceed $100,000,000. In consideration of their mutual covenants
and agreements hereinafter set forth and intending to be legally bound hereby, the parties hereto covenant and agree as
follows:”.
(b)
Section 1.1 of the Existing Credit Agreement is hereby amended by amending and restating the following
definitions in their entirety as follows:
““Change of Control” means (i) the acquisition by any Person, or two or more Persons acting in concert, of beneficial
ownership (within the meaning of Rule 13d‑3 of the Securities and Exchange Commission under the Securities Exchange Act
of 1934, as amended) of 25% or more of the outstanding shares of Voting Stock of the Guarantor or its successors or (ii) the
failure at any time of the Guarantor or its successors to own, directly or indirectly, 80% or more of the outstanding shares of the
Voting Stock in the Borrower.”; and
““Termination Date” means the earliest to occur of (i) March 15, 2019 and (ii) such earlier date upon which all
Commitments shall have been terminated in their entirety in accordance with this Agreement.”.
(c) Sections 5.04(a), 5.04(c), 5.05 and 5.13 of the Existing Credit Agreement are hereby amended by replacing
references to “December 31, 2016” with “December 31, 2017”.
(d) Appendix A of the Existing Credit Agreement is hereby amended and restated in its entirety as set forth on
Schedule I of this Amendment.
ARTICLE III
CONDITIONS TO EFFECTIVENESS
This Amendment and the amendments contained herein shall become effective as of the date hereof when each of the
conditions set forth in this Article III shall have been fulfilled to the satisfaction of the Administrative Agent.
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SECTION 3.1. Counterparts. The Administrative Agent shall have received counterparts hereof executed on behalf of the
Borrower, the Guarantor and the each of the Lenders.
SECTION 3.2. Costs and Expenses, etc. The Administrative Agent shall have received for the account of each Lender, all
fees, costs and expenses due and payable pursuant to Section 9.03 of the Credit Agreement, if then invoiced.
SECTION 3.3. Resolutions, etc. The Administrative Agent shall have received from the Borrower and the Guarantor (i) a
copy of a good standing certificate for such Loan Party, dated a date reasonably close to the date hereof and (ii) a certificate, dated as
of the date hereof, of a Secretary or an Assistant Secretary of each Loan Party certifying (a) that attached thereto is a true, correct and
complete copy of (x) the articles or certificate of incorporation of such Loan Party certified by the Secretary of State (or equivalent
body) of the jurisdiction of incorporation of such Loan Party and (y) the bylaws of such Loan Party, and (b) that attached thereto is a
true, correct and complete copy of resolutions adopted by the board of directors of such Loan Party authorizing the execution,
delivery and performance of this Amendment and each other document delivered in connection herewith and that such resolutions
have not been amended and are in full force.
SECTION 3.4. Opinion of Counsel. The Administrative Agent shall have received an opinion, dated the date hereof and
addressed to the Administrative Agent and all Lenders, from counsel to the Borrower, in form and substance satisfactory to the
Administrative Agent.
SECTION 3.5. Satisfactory Legal Form. The Administrative Agent and its counsel shall have received all information, and
such counterpart originals or such certified or other copies of such materials, as the Administrative Agent or its counsel may reasonably
request, and all legal matters incident to the effectiveness of this Amendment shall be satisfactory to the Administrative Agent and its
counsel. All documents executed or submitted pursuant hereto or in connection herewith shall be reasonably satisfactory in form and
substance to the Administrative Agent and its counsel.
ARTICLE IV
MISCELLANEOUS
SECTION 4.1. Cross-References. References in this Amendment to any Article or Section are, unless otherwise specified, to
such Article or Section of this Amendment.
SECTION 4.2. Loan Document Pursuant to Existing Credit Agreement. This Amendment is a Loan Document executed
pursuant to the Existing Credit Agreement and shall (unless otherwise expressly indicated therein) be construed, administered and
applied in accordance with all of the terms and provisions of the Existing Credit Agreement, as amended hereby, including Article IX
thereof.
SECTION 4.3. Successors and Assigns. This Amendment shall be binding upon and inure to the benefit of the parties hereto
and their respective successors and assigns.
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SECTION 4.4. Counterparts. This Amendment may be executed by the parties hereto in several counterparts, each of which
when executed and delivered shall be an original and all of which shall constitute together but one and the same agreement. Delivery
of an executed counterpart of a signature page to this Amendment by facsimile shall be effective as delivery of a manually executed
counterpart of this Amendment.
SECTION 4.5. Governing Law. THIS AMENDMENT WILL BE DEEMED TO BE A CONTRACT MADE UNDER
AND GOVERNED BY THE INTERNAL LAWS OF THE STATE OF NEW YORK (INCLUDING FOR SUCH PURPOSE
SECTIONS 5‑1401 AND 5‑1402 OF THE GENERAL OBLIGATIONS LAW OF THE STATE OF NEW YORK).
SECTION 4.6. Full Force and Effect; Limited Amendment. Except as expressly amended hereby, all of the representations,
warranties, terms, covenants, conditions and other provisions of the Existing Credit Agreement and the Loan Documents shall remain
unchanged and shall continue to be, and shall remain, in full force and effect in accordance with their respective terms. The
amendments set forth herein shall be limited precisely as provided for herein to the provisions expressly amended herein and shall not
be deemed to be an amendment to, waiver of, consent to or modification of any other term or provision of the Existing Credit
Agreement or any other Loan Document or of any transaction or further or future action on the part of any Obligor which would
require the consent of the Lenders under the Existing Credit Agreement or any of the Loan Documents.
SECTION 4.7. Representations and Warranties. In order to induce the Lenders to execute and deliver this Amendment, the
Borrower and Guarantor each hereby represents and warrants to the Lenders, on the date this Amendment becomes effective pursuant
to Article III, that both before and after giving effect to this Amendment, all representations and warranties set forth in Article V of the
Credit Agreement are true and correct as of such date, except to the extent that any such statement expressly relates to an earlier date
(in which case such statement was true and correct on and as of such earlier date).

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

PPL CAPITAL FUNDING, INC., as the Borrower

By:

/s/ Tadd J. Henninger
Name:
Title:

Tadd J. Henninger
Vice President and Treasurer

PPL CORPORATION, as the Guarantor

By:

/s/ Tadd J. Henninger
Name:
Title:

Tadd J. Henninger
Vice President and Treasurer

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

By:

/s/ Nick Giarratano
Name:
Title:
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Schedule I
Appendix A
COMMITMENTS

Lender

Commitment

Applicable
Percentage

The Bank of Nova Scotia

$

100,000,000.00

100.000000000%

Total

$

100,000,000.00

100.000000000%
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Exhibit 10(kk)-3

Chief Executive's Office
Avonbank
Feeder Road
Bristol
BS2 0TB

PERSONAL
Mr P Swift
The Old Rectory
St Johns Road
Slimbridge
GL2 7BJ

Telephone 0117 933 2000
Fax 0117 933 2022

Your ref

our ref

Extension

RS

Date

2 March 2016

Dear Phil
Your Pension Arrangements
1

Introduction

1.1

You are currently a Contributing Member of the Western Power Distribution Group (the "Group") of the Electricity Supply
Pension Scheme ("ESPS").

1.2

The Finance Bill 2016 will, once passed, enact changes in the tax regime to take effect from 6 April 2016. These changes
include the reduction of the standard lifetime allowance to £1 million. As you know, there is a lifetime allowance charge on
benefits in excess of the lifetime allowance. In response to this change, it has been agreed that your pension arrangements with
the Company should be restructured with effect from 2 March 2016.

1.3

This letter sets out the terms of the arrangements that will apply between us with effect from 2 March 2016, including death in
service benefits.

2

Individual Protection 2014

2.1

You gave notice to HM Revenue & Customs of your intention to rely on individual protection 2014 on 8 April 2015.
Accordingly you have a personalised lifetime allowance based on the value of your pension savings on 5 April 2014 up to a
maximum of £1.5 million.

3

Withdrawal from Contributory Membership of the ESPS

3.1

It is a condition of the arrangements that:
(a)

you will withdraw from Membership of the ESPS as a Contributor with effect from 23:59 on 2 March 2016;
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(b)

you will not be entitled to rejoin the ESPS as a Contributor whilst you are in the Service of the Company without the
agreement of the Company; and

(c)

you agree that if any of your Benefits become chargeable to the lifetime allowance charge under the Finance Act 2004,
the charge shall be borne by you or the recipient of the Benefits and should accordingly be deducted by the Group
Trustees from the Benefits in accordance with normal actuarial practice.

4

No Accrual of Benefits after 2 March 2016

4.1

You will not accrue Benefits under the ESPS in respect of your Service with the Company after 2 March 2016. However, as set
out in paragraph 5.2, your Benefits accrued up to and including 2 March 2016 will be calculated on your retirement from or
cessation of Service with the Company using the Pensionable Salary that would have been applicable to you on your retirement
from or cessation of Service with the Company if you had remained as a Contributor in Service with the Company up to that
time.

4.2

Instead an annual amount will be payable to you, which will be a fixed percentage of your salary and annual bonuses. This will
be set out in your Service Agreement and will be non-pensionable for the purposes of the ESPS. It will only be payable during
your employment for so long as you are not a Contributor to the ESPS.

5

Benefits Accrued by Service up to and including 2 March 2016

5.1

You will have withdrawn from Membership as a Contributor with effect from 23:59 on 2 March 2016 and thus become entitled
to Frozen Benefits under the ESPS calculated on the basis set out in the Rules of the ESPS as if you had left the ESPS without
leaving the Company's employment on 2 March 2016.

5.2

However, pursuant to the special terms made under Rule 32 and described in this letter, your entitlement to Benefits under the
ESPS (including the terms on which they are granted and any discretions exercised) will continue to be determined in
accordance with the Rules of the ESPS as if you remained a Contributor in Service for so long as you remain in Service with the
Company, subject to the remaining terms of this letter (notably paragraph 5.3). In particular, your Benefits will be calculated on
your retirement from or cessation of Service with the Company using the Pensionable Salary that would have been applicable to
you on your retirement from or cessation of Service with the Company if you had remained as a Contributor in Service with the
Company up to that time.

5.3

Your Benefits under the ESPS will be determined only with reference to your Contributory Service accrued as at the end of 2
March 2016, and no Contributory Service shall be accrued by or credited in respect of you after that date.

5.4

You will be entitled to your Frozen Benefits (as in paragraph 5.1) including increases under Rule 26 of the ESPS and actuarial
adjustment for early payment if payable before age 63, instead of your Benefits calculated under paragraph 5.2 above, if they
are greater than your Benefits calculated under paragraph 5.2 above.
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6

Benefits on Retirement through Ill-Health

6.1

For the avoidance of doubt, on retirement through Ill-Health, benefits will be calculated under ESPS based on Contributing
Service (but not on prospective service until Normal Pension Age).

7

Benefits on your Death

7.1

If you die while in Service with the Company, benefits will be payable as if you had been in Contributing Service immediately
prior to your death.

7.2

For the avoidance of doubt, if you die in Retirement, benefits will be payable in respect of you under the ESPS based on your
pension actually in payment immediately prior to your death.

8

Leaving Service

8.1

For the avoidance of doubt, if you leave Service before age 63, and your Benefits are not brought into payment immediately,
your Benefits will be calculated in accordance with the Rules of the ESPS, subject to paragraph 5 above.

9

Transfer basis

9.1

For the avoidance of doubt, if you wish to transfer your Benefits to another registered pension scheme, the transfer value will be
calculated on a basis reflecting the cash equivalent of your Benefits as determined by the Actuary.

10

Salary

10.1

Your Salary for the purposes of the ESPS (and the special terms as detailed in this letter) shall include any annual bonuses under
the Directors' Results Related Bonus Scheme.

11

Definitions

11.1

Terms that are defined in Clause 46 of the ESPS shall have the same meanings where used in this letter with initial capitals.

"Company" means Western Power Distribution (South West) plc.
"Service Agreement" means your service agreement dated 13 August 2013 with the Company.
12

Interpretation

12.1

In the event of any dispute regarding the interpretation of this letter and its interaction with the ESPS, the decision of the
Company shall be final and binding. The terms of this letter are supplemental to the ESPS as applicable to the Western Power
Distribution Group, with the intention that the normal Benefits applicable under the ESPS will apply but on the special terms
granted by this letter. For the avoidance of doubt:
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(a)

the special terms set out in this letter are not payable in addition to Benefits normally provided under the ESPS to which
they correspond but enhance those corresponding Benefits;

(b)

any Benefits that are based on or calculated with reference to the Member's pension under the ESPS shall in your case be
based on or calculated with reference to the pension actually payable to you under the ESPS and as detailed in this letter
dated 2 March 2016 (rather than the standard ESPS pension that would have been payable but for this letter).

13

Acceptance

13.1

Please acknowledge your receipt of this letter and acceptance of its terms by signing and returning the enclosed copy. If you
have any queries regarding its terms I would be pleased to help, but we do recommend that you take independent legal and
financial advice on the contents of this letter.

Yours sincerely

ROBERT SYMONS
Chief Executive
For and on behalf of Western Power Distribution (South West) plc

I accept the terms of the above

Date

02-March-2016
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Exhibit 10(kk)-2
Chief Executive's Office
Avonbank
Feeder Road
Bristol
BS2 0TB

PERSONAL
Mr P Swift
The Old Rectory
St Johns Road
Slimbridge
GL2 7BJ

Telephone 0117 933 2000
Fax 0117 933 2022

Your ref

our ref

Extension

RS

Date

2 March 2016

Dear Phil
Ill-Health Retirement Arrangements whilst in Service with the Company
1

As you know, it has been agreed that you will be granted special pension benefit terms with the Company with effect from 2
March 2016.

2

This letter sets out arrangements in respect of your retirement through Ill-Health whilst in Service with the Company.

3

As set out in paragraph 6.1 of your special terms letter dated 2 March 2016, on retirement through Ill-Health, benefits will be
calculated under ESPS based on Contributing Service (but not on prospective service until Normal Pension Age).

4

As set out in paragraph 4.2 of your special terms letter dated 2 March 2016, instead of accruing Benefits under the ESPS after
the 2 March 2016, an annual pension compensation amount will be payable to you as set out in your Service Agreement.

5

Subject to paragraph 9 below, the Company will seek to arrange insurance cover with an insurance company so that you may
be provided with a benefit on retirement through Ill-Health as an alternative to the benefit that you would have been provided
with on retirement through Ill-Health had you not withdrawn from Membership of the ESPS at the end of 2 March 2016. You
agree that this alternative will not necessarily be of equivalent value to the benefit that you would have been provided with on
retirement through Ill-Health had you not withdrawn from Membership of the ESPS at the end of 2 March 2016. This is due to
the nature of insurance cover that is available in the marketplace.

6

You hereby agree that you will use reasonable endeavours to facilitate the implementation of such insurance cover with an
insurance company to the extent that action is required from you (for example by providing relevant documents and
information and attending any necessary medical examination).
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7

In the event that the Company is unable or unwilling (for whatever reason save for where you have not used your reasonable
endeavours to take necessary action in accordance with paragraph 6 above) to obtain the necessary insurance cover from an
insurance company, the Company will provide the Ill-Health benefit described in paragraph 8 below from its own resources.

8

ln the event that paragraph 6 above applies (and subject to paragraph 9 below), should you retire through Ill-Health before
attaining Normal Pension Age, you will be provided with benefits from the Company equal to those specified and calculated as
provided by Rule 15(4) of the WPD Group of ESPS on the basis that Contributing Service shall mean the total number of years
that you would be entitled to reckon if you had been in Service from the date of your Ill-Health Retirement until Normal Pension
Age.

9

For the avoidance of doubt, the lll-Health arrangements referred to in paragraph 8 of this letter are intended to put you in the
position that you would have been in on retirement through Ill-Health had you not withdrawn from Membership of the ESPS at
the end of 2 March 2016. There shall be no element of double counting of the IllHealth benefits you are entitled to under the
WPD Group of the ESPS or of the additional pension compensation amounts that have been paid to you from 3 March 2016 to
the date of your lll-Health Retirement in lieu of further accrual of Contributing Service in the ESPS.

Yours Sincerely

ROBERT SYMONS
Chief Executive
For and on behalf of Western Power Distribution (South West) plc
I accept the terms of the above

Date
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Exhibit 10(kk)-1
AMENDMENT TO PERSONAL CONTRACT DATED 5 DECEMBER 1997
This AMENDMENT TO YOUR PERSONAL CONTRACT dated the 13 th day of August 2013.
BETWEEN
(1)

WESTERN POWER DISTRIBUTION (SOUTH WEST) plc ("the Company") whose registered office is at Avonbank, Feeder
Road, Bristol BS2 0TB
and

(2)

PHILIP SWIFT ("the Director") of The Old Rectory, St Johns Road, Slimbridge, Gloucestershire GL2 7BJ

amends the Personal Contract dated 5 December 1997 and the letter of 24 October 2006 and restates the provisions contained therein as
follows:
References in this Agreement to "Group" shall mean the Company and any holding company of the Company or any subsidiary or
subsidiary undertaking of the Company or the Company's holding company as defined in the Companies Act 1985 and any reference
to the Company shall, where the context so requires or implies, include a reference to any company which controls the Company or
which the Company controls or any subsidiary or any subsidiary undertaking.
NOW IT IS HEREBY AGREED:
1.

Appointment and Term
(a)

2.

The Director is appointed to serve the Company as Operations Director in accordance with the terms and conditions of this
Agreement from the first day of July 2013 (the "Employment") until:
(i)

it is determined in accordance with Clause 14; or

(ii)

the expiry of 6 months' notice to terminate this Agreement given by the Company to the Director or 6 months' notice
to terminate this Agreement given by the Director to the Company.

(b)

The Company may without prior notice suspend and/or exclude the Director from all or any premises of the Company or
the Group for any period not exceeding 6 months provided that throughout such period the Director's salary and other
contractual benefits shall continue to be paid and the Director shall keep himself available for work notwithstanding that
the Company shall not be obliged to provide any work for the Director during such period.

(c)

The Company may from time to time appoint a person any other person or persons to act jointly with the Director in
relation to some or all his duties.

Duties
During the Employment the Director must:
(a)

in relation to the Group perform the duties and exercise the functions as may from time to time reasonably be assigned to
or vested in him by the Chief Executive of the Company;

(b)

well and faithfully serve the Company to the best of his knowledge, power and ability and use his utmost endeavours to
promote the interests and welfare of the Group; and
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(c)

3.

4.

comply with all lawful and reasonable requests; instructions and regulations made by the Chief Executive or by anyone
authorised by him and promptly provide such explanations, information and assistance as to his activities in the business
of the Group as are reasonable.

Place and Time of Work
(a)

The Company's hours of work are from 8.30 am to 5.00 pm Monday to Friday. However the Director will be required and
expected to devote to the affairs of the Group the whole of his time and attention during normal business hours and at
such other times as his duties may reasonably require.

(b)

The Director shall perform his duties at the head office of the Company or at such other place as the Company shall
reasonably require from time to time. If the Director is required subsequently to relocate the Company shall pay all
reasonable expenses in accordance with the Company's relocation scheme in force from time to time.

Conflicts of Interest
The Director must:

5.

6.

(a)

not during his Employment hereunder (except in the proper performance of his duties or with the prior written consent of
the Company) be directly or indirectly engaged, concerned or interested in any other business activity (where such
engagement, concern or interest may reasonably be expected to interfere with the performance of his duties in the
Employment) provided that this provision shall not inhibit the holding (directly or through nominees) of quoted
investments as long as not more than 5% of the shares or stock of any class of any one company shall be so held;

(b)

comply with the Company's Code of Ethics and PPL's Standards of Integrity as may be modified from time to time.

Remuneration
(a)

As remuneration for his services in the Employment the Director shall (unless and until otherwise agreed) receive a base
salary at the rate of £225,000 per annum which shall accrue from day to day and be payable in instalments monthly, such
salary being inclusive of any fees to which the Director may be entitled as a Director of any company in the group.

(b)

The Company shall review the Director's salary as provided for in the subclause above annually and any changes
consequent upon the said review shall take effect from 1 April of the same year.

(c)

In addition to the salary referred to above the Director shall be eligible to participate at the Company's discretion in any
bonus or incentive schemes for senior executives and/or directors that the Company may operate from time to time subject
to and in accordance with the rules of such schemes. Attachment A outlines the provisions of the Company's
Compensation Scheme. Specific details are provided on an annual basis.

Expenses
The Director shall be reimbursed such expenses as are properly and reasonably incurred by him in the performance of his duties
and are detailed in the Company's policy on expenses from time to time. The Director shall produce such vouchers and receipts
if practical as may be required.
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7.

Pension
The Director shall be entitled to continue to be a member of the Electricity Supply Pension Scheme during the employment. A
contracting-out certificate is in force in relation to the Employment.
Pensionable salary will consist of base salary and payments made under the short-term incentive plan (annual bonus payments).

8.

Car
The Director shall be entitled to car usership benefits and private fuel benefits in accordance with the Company's Executive User
Car Scheme as published and varied from time to time.

9.

Private Medical Insurance
The Director, his wife and dependant children up to age 21, or up to age 25 if in full time education, shall be entitled to
participate in a private medical insurance scheme to be provided at the expense of the Company.

10.

11.

Holidays
(a)

In addition to the usual bank and public holidays the Director shall be entitled to 30 working days’ holiday in each
Holiday Year to be taken at a time or· times to be agreed with him by the Chief Executive of the Company. The Holiday
Year will be the twelve month period commencing from the first day of the month in which the Director's birthday falls.
Accrued but untaken holiday will lapse at the end of the Holiday Year in which the entitlement arises and may not be
carried forward for use in the next Holiday Year unless otherwise agreed with the Chief Executive.

(b)

Upon termination of the Employment for whatever reason the Director:
(i)

Shall be entitled to payment in lieu of accrued but untaken holiday entitlement for the current Holiday Year; and

(ii)

may be required to repay the Company any salary received in respect of holiday taken in excess of his proportionate
holiday entitlement.

Illness
(a)

Should the Director be prevented by sickness, injury or other incapacity from properly performing his duties in the
Employment he shall report the fact directly or indirectly to the Chief Executive of the Company as soon as is reasonably
practicable.

(b)

For sickness, injury or other incapacity of seven days or less, upon his return to work, the Director shall complete an
Absence Self Certificate. For sickness, injury or other incapacity of eight days or more the Director must obtain a doctor's
statement which he shall submit to the Company at appropriate intervals.
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12.

(c)

Provided the Director complies with sub-clauses (a) and (b) above, he shall be entitled to receive his full basic rate of
remuneration (to include any statutory sick pay or social security benefits payable) for the first twenty six weeks of any
sickness, injury or other incapacity in any one year of employment under this Agreement (whether such weeks are
consecutive or in aggregate). For the next twenty six week period, payment shall be at half the Director's basic rate of
remuneration for so much of the next twenty six week period as the Director suffers sickness, injury or other-incapacity in
any one year.

(d)

For any injury or illness in excess of eight days or in the case of persistent or recurring injury or illness, the Company shall
be entitled to approach the Director's own doctor having obtained on each occasion the Director's specific prior consent
.and/or to require the Director to attend a medical examination with a doctor nominated by the Company at the Company's
expense.

Confidentiality
The Director must not at any time without the previous consent in writing of the Company, other than in the course of his duties,
divulge or make known to anyone any secrets or any technical, commercial, financial or other information of. a confidential
nature relating to the business or customers of the Group save to the extent that such information has become a matter of public
record. All papers and documents used by the Director in the course of his Employment are and will remain the property of the
Company and must be delivered up to the Company on termination of the Agreement. This clause operates independently of the
existence of the Agreement.

13.

Non-Solicitation
By accepting this Employment and continuing to be employed by the Company the Director undertakes and covenants with the
Company that unless otherwise agreed and consented to by the Company, the Director shall not during this Employment nor for
a period of twelve months it has come to an end solicit, entice, procure or endeavour to persuade any other director, officer,
manager, supervisor or senior technical or sales employee of the Company or the Group with whom the Director shall have had
personal contact or dealings during the course of his employment to leave the employment of the Group.

14.

Summary Termination
Without prejudice to any remedy which it may have against the Director for breach or non-performance of any of the provisions
of this Agreement, the Company may by notice in writing to the Director. forthwith determine this Agreement if he:
(a)

becomes bankrupt or makes any composition or enters into any deed of arrangement with his creditors; or

(b)

is prevented by law from holding the office of director; or

(c)

is guilty of;
(i)

any gross misconduct; or

(ii)

gross negligence in the performance of his duties; or

(iii) any breach of any fundamental term of this Agreement; or

Source: PPL CORP, 10-K, February 14, 2019

Powered by Morningstar® Document Research℠

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

(iv) persistent neglect of his duties or persistent non-observance of any condition of this Agreement (provided that in
each case the Company shall. first have given due written warning of such neglect or nonobservance as the case
may be).
15.
15.1

Change of Control
For the purposes of this clause
(a)

Relevant Event means either:
(i)

the giving of notice by the Company or the termination of the Director's employment (other than for reason of gross
misconduct or material breach of contract on the Director's part (an "excluded reason"); or

(ii)

without a Director's express written consent, after written notice to his Employing Company, and after a, thirty day
opportunity for the Employing Company to cure, the continuing occurrence of any of the following events:
(a)

Inconsistent Duties. A meaningful and detrimental alteration in the Director's position or in the nature or status
of his responsibilities from those in effect immediately prior to the Change in Control;

(b)

Reduced Salary. A reduction of 5% or more by the Employing Company in either of the following: (i) the
Director's highest annual base salary rate as in effect at any time during the 12 month period immediately
preceding the date of the Change in Control ("Base Salary") (except for a less than 10%, across-the-board Base
Salary rate reduction similarly affecting at least 95% of all Employees of the Employing Company); or (ii) the
sum of the Director's Base Salary plus target bonus under the Employing Company’s short term bonus plan, as
in effect immediately prior to the Change in Control (except for a less than 10%, across-the-board reduction of
Base Salary plus target bonus under such short term plan similarly affecting at least 95% of all Employees of
the Employing Company);

(c)

Pension and Compensation Plans. The failure by the Employing Company to continue in effect any "pension
plan or agreement" or "compensation plan or agreement'' in which the Director participates as of the date of the
Change in Control or the elimination of the Director's participation in any such plan (except for across-theboard plan changes or terminations similarly. affecting at least 95% of all Employees of the Employing
Company). For purposes of this subsection (c), a "pension plan or agreement" shall mean any written
arrangement executed by an authorized officer of the Employing Company which provides for payments upon
retirement; and a "compensation plan or agreement" shall mean any written arrangement executed by an
authorized officer of the Employing Company which provides for periodic, nondiscretionary compensatory
payments to employees in the nature of bonuses;

(d)

Relocation. A change in the Director's work location to a location more than 50 miles from the facility where
the Director was located immediately prior to the Change in Control, unless such new work location is within
50 miles from the Director's principal place of residence at the time of the change in Control. The acceptance,
if any, by the Director by an Employing Company at a work location which is outside the 50 mile radius set
forth in this Section shall not be a waiver
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of the Director's right to refuse subsequent transfer by the Employing Company to a location which is more
than 50 miles from the Director's principal place of residence at the time of the Change in Control, and such
subsequent, unconsented transfer shall be "Relevant Event" under this Policy; or
(e)

Benefits and Perquisites. The taking of any action by the Employing Company that would directly or indirectly
materially reduce the benefits enjoyed by the Director under the Employing Company's retirement, life
insurance, medical, health and accident, disability, deferred compensation or savings plans in which the
Director was participating immediately prior to the Change in Control, or the failure by the Employing
Company to provide the Director with the number of paid holidays to which the Director is entitled on the
basis of years of service with the Employing Company in accordance with the Employing Company's normal
annual leave policy in effect immediately prior to the Change in Control (except for across-the-board plan or
vacation policy changes or plan terminations similarly affecting at least 95% of all Employees of the
Employing Company).

Relevant Event shall not include the Director's Death or Disability. The fact that the Director may be eligible for
Retirement shall not prevent him from resigning for a Relevant Event provided a Relevant Event shall have occurred.
Any dispute as to whether a Relevant Event shall have occurred or been cured on a timely basis shall be resolved by the
relevant PPL Committee; provided, however, that if any member of the relevant PPL Committee is a Director involved in
the dispute, such dispute shall be resolved by the PPL Board. Any such resolution by the PPL Committee or the Board,
as appropriate, shall be binding on the Employing Company and the Director.
The Relevant Event occurs if the Director's employment is involuntarily terminated by the Employing Company at any
time during the 2 year; period following a Change in Control for any reason other than for Cause or who shall
voluntarily terminate his employment with his Employment Company for a Relevant Event at any time during the 2 year
period following a Change of Control. Notwithstanding anything to the contrary above, a Relevant Event does not occur
if the Director:

(b)

(a)

is on leave of absence as of his Termination Date, unless such Director is capable of returning to work within 12
weeks of such leave of absence from work;

(b)

voluntarily terminates his employment with the Employing Company other than for a Relevant Event;

(c)

has his employment terminated by the Employing Company for Cause; or

(d)

terminates from employment by reason of his Death or Disability.

Change of Control means where;
(i)

the Company comes under. the control of any person or persons acting in concert (as those terms are defined for the
time being in the City Code on Takeovers and Mergers) not having control of the Company at the date of this letter;
or

(ii)

the person or persons having the right to control, directly or indirectly, a majority of the votes which may ordinarily
be cast at general meetings of the Company or the right to control the composition of the Board, cease to have those
rights.
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Change of Control does not occur unless PPL does not maintain at least 50% equity or voting interest.
(c)

To the extent that terms used in this clause 15 are not defined elsewhere in this Agreement, the definitions set out in
clause 46 of the Electricity Supply Pension Scheme shall apply.

15.2 If a Relevant Event occurs the Company shall
(a)

pay to the Director within 7 days of the termination of his employment a sum equal to one and a half (1.5) times his
taxable pay (as would fall to be included in the amount shown on the annual forms P60 and P11D) received from the
Company during the twelve months immediately preceding the Change of Control;

(b)

procure that the Director's benefits under the Electricity Supply Pension Scheme which have accrued at the date of
termination of employment are augmented by crediting him with two additional years' Pensionable Service subject to the
Director contributing 6% of his Pensionable Salary to the pension scheme and the Company shall make such additional
contributions to the Electricity Supply Pension Scheme as are necessary to secure that augmentation and, if this is not
possible, due to Inland Revenue limits, procure the payment of such cash sum as is of equivalent value;

(c)

procure the payment of pension benefits to the Director by the Electricity Supply Pension Scheme on the basis of his
termination of employment being caused by reorganisation, such benefits to include the augmentation described in
15.2(b) above.

15.3

Subject to any rights accrued at the date of termination of the Director's employment under the provisions of any pension
scheme of the Company, any payment by the Company pursuant to this clause 15 shall be made in full and final settlement of
all and any claims arising from or in connection with the Director's employment or its termination or his office of Director and
its loss in each case in respect of the Company or the Group.

15.4

All payments to be made pursuant to this clause 15 shall be paid less any necessary withholdings.

15.5

The Director hereby agrees that he shall not bring any claim before any court or employment tribunal relating to his
employment and/or its termination except in so far as such claim is brought solely to enforce the provisions of this clause. The
Director agrees to enter into an agreed form of compromise agreement on or around the date of termination of his employment
to give effect to this clause.

16.

Resignation from Directorships Following Termination of Employment
Upon termination of this Employment for whatever reason the Director must forthwith tender his resignation as a Director of
any Group company without compensation. The Director hereby irrevocably authorises the Company to appoint some person in
his name and on his behalf to sign any documents and do any things necessary to give effect thereto, if the Director shall fail to
sign or do the same himself. The Director shall also promptly return all Company property, equipment and documents
(including all copies) to the Company.

17.

Effect of Termination of this Agreement
The expiry or termination of this Agreement howsoever arising shall not operate to affect any of the provisions hereof which are
expressed to operate or have effect thereafter and shall not prejudice the exercise of any right to remedy of either patty accrued
beforehand.

18.

Disciplinary and Grievance Procedure
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If the Director is dissatisfied with any disciplinary action or has any grievance concerning this Employment he should raise the
matter with the Chief Executive.
19.

20.

Patents, Secrets, Processes and Improvements
(a)

Any discovery or invention or secret process or improvement in procedure made or discovered by the Director while in
the service of the company whether before or after the date of this Agreement with or in any way affecting or relating to
the business of the Company or of any company in the Group or capable of being used or adapted for the use therein or in
connection therewith shall forthwith be disclosed to the Company and shall belong to and be the absolute property of the
Company:

(b)

The Director shall, if and when required so to do by the Company at the expense of the Company, apply to join with the
Company in applying for letters patent or other equivalent protection in the United Kingdom and in any part of the world
for any such discovery, invention, process or improvement as aforesaid and shall at the expense of the Company execute
and do all instruments and things necessary for vesting the said letters patent or other equivalent protection when obtained
and all rights, title to, and interest in the same in the Company absolutely and as sole beneficial owner or in such other
person as the Company may specify. The Director hereby irrevocably appoints the Company to be his attorney in his
name and on his behalf to execute and to do any such instrument or thing and generally to use his name for the purpose of
giving to the Company the full benefit of the provisions of this clause but not otherwise in favour of any third patty a
certificate in writing signed by any Director or the Secretary of the Company that any instrument or act falls within the
authority hereby conferred shall be conclusive evidence that such is the case.

Health and Safety
The Company attaches great importance to the health and safety of its employees and recognises a duty to prevent where
possible personal injury by ensuring that the design, construction, operation and maintenance of all equipment, facilities and
systems are in accordance with the Health and Safety requirements of the Company. In order to achieve this aim the Director
must ensure compliance with all reasonable requirements of the Company in relation to the employees whom the Director
controls in order to prevent injury to themselves and others.

21.

Gratuities
The Manager must not under any circumstances either directly or indirectly receive or accept for his own benefit any
commission, rebate, discount, gratuity, profit or other benefits from any person, company or firm having business transactions
with the Company or any Associated Company except those gifts or benefits of a token nature and insignificant in value (such
as diaries, calendars, writing instruments and business lunches).

22.

Governing Law and Entire Agreement
(a)

This Agreement and the Employment shall be governed by and construed in accordance with English law in all respects.
The parties agree that the English Courts and Tribunals shall have exclusive jurisdiction to determine any disputes or
claims arising under or in connection with this Agreement, the Employment or the termination of either or both of them.

(b)

Except as otherwise expressly provided by its terms and for any detailed rules (not being inconsistent with the express
terms hereof) from time to time laid down by the Company, this Agreement represents the entire understanding, and
supersedes any previous agreement, between the parties in relation to the Employment.
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23.

Notices
Any notice to be given hereunder shall be in writing. Notice to the Director shall be sufficiently served by being delivered
personally to him or by being sent by first class post addressed to him at his usual or last know place of abode. Any notice if so
posted shall be deemed served upon the first day following that on which it was posted. Notice to the Company shall be
sufficiently served by being delivered to the Company Secretary at the Registered Office of the Company.

SIGNED on behalf of the Company
by R A Symons, Chief Executive

/s/ R. A. Symons

in the presence of:

Witness signature Name
(block capitals)
Address

SIGNED by the Director
P Swift
in the presence of:

Witness signature Name
(block capitals)
Address

Source: PPL CORP, 10-K, February 14, 2019

/s/ Beverly Collins
c/o Western Power Distribution
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/s/ Philip Swift
c/o Western Power Distribution
Avon Bank, Feeder Road, Bristol

D. Harris
c/o Western Power Distribution
Avon Bank, Feeder Road, Bristol
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Amendment to Service Agreement
Between the Company and Phil Swift
1.
1.1

The following amendments will be made to your Service Agreement dated 13 August 2013 with effect from 2 March 2016:
The following will be inserted as new paragraph (d) into clause 5 (Remuneration):
"(d)

1.2

In addition to the salary referred to above, the Director will also receive an amount calculated at an annual rate of 30%
of his salary and annual bonuses under the Directors' Results Related Bonus Scheme payable to him by the Company
from time to time. This annual amount will accrue with effect from 3 March 2016 from day to day and be payable in
instalments monthly. It will only be payable during the Director's Employment for so long as he is not a Contributor to
the Electricity Supply Pension Scheme. It will be non pensionable."

Clause 7 (Pension) shall be deleted and replaced with the following:
"From 3 March 2016 the Director shall cease to be a contributing member of the Electricity Supply Pension Scheme and
shall accordingly cease to accrue pensionable service under the Electricity Supply Pension Scheme. He shall not be
entitled to rejoin the Electricity Supply Pension Scheme as a contributing member without the agreement of the
Company. The Employment of the Director shall cease to be contracted-out with reference to the Electricity Supply
Pension Scheme with effect from 3 March 2016. From that date the Director's death and retirement benefits shall be
provided in accordance with a letter from the Company to the Director dated 2 March 2016."
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Exhibit 10(x)-8
AMENDMENT NO. 7
TO
PPL EXECUTIVE DEFERRED COMPENSATION PLAN
WHEREAS, PPL Services Corporation ("PPL") has adopted the PPL Officers Deferred Compensation Plan ("Plan") effective
July 1, 2000; and
WHEREAS, the Plan was amended and restated effective November 1, 2003, and subsequently amended by Amendment No.
1, 2, 3, 4, 5 and 6; and
WHEREAS, PPL desires to further amend the Plan to (1) provide Participants the opportunity to elect a specified time and
form of payment for amounts of deferred cash compensation in each calendar year, (2) provide that employees with eligible
compensation anticipated to exceed Code Section 401(a)(17) limits are eligible to participate, and (3) certain other changes;
NOW, THEREFORE, the Plan is hereby amended as follows:
1. Effective January 1, 2019, Section 1.1 of the Plan, Purpose, is hereby amended to read as follows:
“1.1 The purpose of this Executive Deferred Compensation Plan is to provide certain executive officers, senior management
employees and eligible highly compensated employees of PPL and other Participating Companies a financially advantageous
method to defer earned income. This Plan received account balance from the terminated PPL Montana Officers Deferred
Compensation Plan and the terminated PPL Global Officers Deferred Compensation Plan, effective November 1, 2003, by
reason of the merger of those two terminated plans into this Plan as of that date.”
2. Effective January 1, 2019, Section 2.1 of the Plan, “Account”, is hereby amended to read as follows:
“ 2 . 1 . “Account” means the account of Deferred Cash Compensation, Deferred Cash Awards and Deferred Company
Contributions established solely as a bookkeeping entry and maintained under Article V of this Plan. This account includes the
balance of any account from the PPL Global Officers Deferred Compensation Plan and/or the PPL Montana Officers Deferred
Compensation Plan as of the date those Plans were terminated and merged into this Plan. Each Account shall have subaccounts for each calendar year of a Participant’s participation in the Plan for (i) Deferred Cash Compensation, (ii) Deferred
Cash Awards, and (iii) Deferred Company Contributions. Each Account will classify each sub-account as either “Pre-2005
Amounts” or “Post-2004 Amounts” (each defined in Section 6.1).”
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3. Effective January 1, 2019, Article II of the Plan, Definitions, shall be amended to add the following new sections and the
remaining sections shall be renumbered:
“ 2 . 8 “Deferred Company Contributions” means the company contributions credited to a Participant’s Account under
Sections 4.11 and 4.12.
2.9

“Deferred Compensation” means Deferred Cash Compensation and Deferred Cash Award.

2.10 “Disability” or “Disabled” means a Participant who is unable to engage in any substantial gainful activity by reason of
any medically determinable physical or mental impairment which can be expected to result in death or can be expected to last
for a continuous period of not less than 12 months, or is, by reason of any medically determinable physical or mental
impairment which can be expected to result in death or can be expected to last for a continuous period of not less than 12
months, receiving income replacement benefits for a period of not less than 3 months under an accident and health plan
covering employees of the Participant's employer.
2.11

“Fixed Contributions” means the company contributions credited to a Participant Account under Section 4.12.

2 . 2 4 “Total Amount Payable” means the amount credited to a Participant's Account plus the calculated rate of return
pursuant to Section 5.1(e) but excluding amounts in a Participant’s Account attributable to Deferred Company Contributions
plus the calculated rate of return on such contributions pursuant to Section 5.1(e).”
4. Effective January 1, 2019, Section 3.1 of the Plan, “Eligibility”, is hereby amended to read as follows:
“3.1 Any salaried employee who will have Cash Compensation and targeted Cash Awards anticipated to exceed the annual
income ceiling of Code Section 401(a)(17), determined as of the beginning of a calendar year, shall be eligible.”
5. Effective January 1, 2019, Article IV of the Plan, Deferred Cash Compensation and Deferred Cash Awards , is hereby
amended by adding a new Section 4.6 and renumbering the remaining sections accordingly:
“4.6 If a Participant chooses to defer Cash Compensation and/or Cash Awards for the upcoming calendar year, the election
shall provide the Participant the opportunity to elect the following regarding that year’s deferral and associated Deferred
Company Contributions: (i) the form of payment upon his or her Separation from Service, (ii) the form of payment upon his or
her becoming Disabled but without incurring a Separation from Service, and (iii) a specified date, at least twelve (12) months
after the deferral election becomes irrevocable and associated form of payment. A Participant may elect a different
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payment form for each payment event specified above. Deferral elections under this Plan shall be made in the form and manner
prescribed by the CLC.”
6. Effective January 1, 2015, Section 4.12 of the Plan is hereby amended to read as follows:
“4.12 The Account of any Participant hired on or after January 1, 2012, with Deferred Cash Compensation and Deferred
Cash Awards for the calendar year shall be increased by a Matching Contribution. The Matching Contribution shall be an
amount equal to 75% of the aggregate Deferred Compensation that does not exceed 6% of Cash Compensation and Cash
Award (effective January 1, 2019, an amount equal to 100% of the aggregate Deferred Compensation that does not exceed 3%
of Cash Compensation and Cash Award and an additional amount equal to 50% of the aggregate Deferred Compensation that
does not exceed the next 3% of Cash Compensation and Cash Award), minus the maximum amount of Matching Contributions
that could have been made to the Participant’s Accounts in the PPL Retirement Savings Plan for that calendar year if the
Participant made the maximum employee contributions permitted. Any employee hired after January 1, 2012 who is eligible
under Article III shall receive a Fixed Contribution to an Account of that employee. The Fixed Contribution shall be an amount
equal to 3% of Cash Compensation and Cash Award paid for the year minus the amount of the Fixed Contribution made to the
Participant’s Accounts in the PPL Retirement Savings Plan for that calendar year.”
7. Effective January 1, 2016 except as otherwise provided herein, Section 4.13 of the Plan is hereby amended to read as follows:
“4.13 For each year a salaried employee is eligible for the make-up contribution described herein, in accordance with Section
3.1, there shall be an Account for that employee to which shall be credited an amount equal to 7.5% of the excess of the Cash
Compensation and Cash Awards paid for the year over the Code Section 401(a)(17) annual income ceiling. Except for the
absence of any deferral by the employee, this Account shall constitute an “Account” under this Plan and subject to all
provisions herein.”
8. Effective January 1, 2019, Section 4.13 of the Plan is hereby deleted.
9. Effective January 1, 2019, Section 6.1 of the Plan is hereby amended to read as follows:
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“6.1

Time of Payment.
(a) Pre-2005 Amounts. When the Participant's employment with PPL terminates for any reason, including retirement,
payments will commence immediately for the amount of Participant's Account as of December 31, 2004, plus applicable
earnings under Section 5.4 to the date of payment (“Pre- 2005 Amount”).
(b)Post-2004 Amounts.
a. With respect to a particular calendar year’s Deferred Compensation and Deferred Company Contributions, for the
portion and amount of Participant's Account attributable to deferrals after December 31, 2004, and applicable earnings
under Section 5.4 (“Post-2004 Amount”) payments will begin on the earlier of:
i.The date that is six months after Separation from Service
ii.Within thirty (30) days of Disability
iii. Specified date, as elected by the Participant if applicable.
If there is not a valid election on file with respect to any Deferred Compensation and Deferred Company
Contributions, amounts will be paid on the date that is six months after Separation from Service.”

10. Effective January 1, 2018, Section 6.2 of the Plan is hereby amended to read as follows:
“6.2 Form of Payment
(a) (1) Pre-2005 Amounts. The Total Amount Payable with respect to Pre-2005 Amounts shall be paid to Participant in a
single sum or in annual installments up to a maximum of fifteen (15) years, as elected by the Participant. The election must
be made before the applicable Cash Compensation and/or Cash Award is deferred and may not be changed with respect to
Cash Compensation and/or Cash Award and associated Company contributions once it has been deferred. Any election
made less than 12 months prior to the date that the amount is to be paid under the election shall be void. For Pre-2005
Amounts in a Participant’s Account for which the Participant did not make a valid election, the amounts shall be paid in
the form of a single lump-sum payment.
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(2) Post-2004 Amounts. Post-2004 Amounts shall be paid to Participant as elected by Participant for the applicable
payment event, in a single sum or in annual installments up to a maximum of fifteen (15) years for each calendar year’s
Deferred Compensation and Deferred Company Contributions. The election must be made and become irrevocable
pursuant to the timing rules set forth for deferral elections under Article IV. For Post-2004 Amounts in a Participant’s
Account for which the Participant did not make a valid election, the amounts shall be paid in the form of a single lumpsum payment.”
IN WITNESS WHEREOF, this Amendment No. 7 is executed this _____ day of
_____________________, 2018.

PPL SERVICES CORPORATION

By:
Thomas J. Lynch
Vice President & Chief Human Resources Officer
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PPL Corporation
Subsidiaries of the Registrant
At December 31, 2018

Exhibit 21

The following listing of subsidiaries omits subsidiaries which, considered in the aggregate as a single subsidiary, would not constitute
a significant subsidiary as of December 31, 2018.
Company Name
Business Conducted under Same Name

State or Jurisdiction of
Incorporation/Formation

CEP Reserves, Inc.

Delaware

Kentucky Utilities Company

Kentucky and Virginia

LG&E and KU Energy LLC

Kentucky

Louisville Gas and Electric Company

Kentucky

PMDC International Holdings, Inc.

Delaware

PPL (Barbados) SRL

Barbados

PPL Capital Funding, Inc.

Delaware

PPL Electric Utilities Corporation

Pennsylvania

PPL Energy Funding Corporation

Pennsylvania

PPL Global, LLC

Delaware

PPL UK Management Partners

England

PPL UK Holdings, LLC

Delaware

PPL UK Resources Limited

England and Wales

PPL WPD Limited

England and Wales

Western Power Distribution (East Midlands) plc

England and Wales

Western Power Distribution (South West) plc

England and Wales

Western Power Distribution (West Midlands) plc

England and Wales
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Exhibit 23(a)

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference in Registration Statement Nos. 333-223142 and 333-223140 on Form S-3 and
Registration Statement Nos. 333-215193, 333-209618, 333-181752, and 333-197629 on Form S-8 of our reports dated February 14,
2019, relating to the consolidated financial statements of PPL Corporation and subsidiaries, and the effectiveness of PPL Corporation’s
internal control over financial reporting, appearing in this Annual Report on Form 10-K of PPL Corporation for the year ended
December 31, 2018.
/s/ Deloitte & Touche LLP
Parsippany, New Jersey
February 14, 2019
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Exhibit 23(b)

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in Registration Statement No. 333-223142-04 on Form S-3 of our report dated February
14, 2019, relating to the consolidated financial statements of PPL Electric Utilities Corporation and subsidiaries appearing in this
Annual Report on Form 10-K of PPL Electric Utilities Corporation for the year ended December 31, 2018.
/s/ Deloitte & Touche LLP

Parsippany, New Jersey
February 14, 2019
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Exhibit 23(c)

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference in Registration Statement No. 333-223142-03 on Form S-3 of our report dated February
14, 2019, relating to the consolidated financial statements and financial statement schedule of LG&E and KU Energy LLC and
subsidiaries appearing in this Annual Report on Form 10-K of LG&E and KU Energy LLC for the year ended December 31, 2018.
/s/ Deloitte & Touche LLP
Louisville, Kentucky
February 14, 2019
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Exhibit 23(d)

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference in Registration Statement No. 333-223142-02 on Form S-3 of our report dated February
14, 2019, relating to the financial statements of Louisville Gas and Electric Company appearing in this Annual Report on Form 10-K of
Louisville Gas and Electric Company for the year ended December 31, 2018.
/s/ Deloitte & Touche LLP

Louisville, Kentucky
February 14, 2019
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Exhibit 23(e)

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference in Registration Statement No. 333-223142-01 on Form S-3 of our report dated February
14, 2019, relating to the financial statements of Kentucky Utilities Company appearing in this Annual Report on Form 10-K of
Kentucky Utilities Company for the year ended December 31, 2018.
/s/ Deloitte & Touche LLP
Louisville, Kentucky
February 14, 2019
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Exhibit 24
PPL CORPORATION
2018 ANNUAL REPORT
TO THE SECURITIES AND EXCHANGE COMMISSION
ON FORM 10-K
POWER OF ATTORNEY
The undersigned directors of PPL Corporation, a Pennsylvania corporation, that is to file with the Securities and
Exchange Commission, Washington, D.C., under the provisions of the Securities Exchange Act of 1934, as amended, its
Annual Report on Form 10-K for the year ended December 31, 2018 ("Form 10-K Report"), do hereby appoint each of
William H. Spence, Vincent Sorgi, Joanne H. Raphael, Jennifer L. McDonough and Frederick C. Paine, and each of
them, their true and lawful attorney, with power to act without the other and with full power of substitution and
resubstitution, to execute for them and in their names the Form 10-K Report and any and all amendments thereto,
whether said amendments add to, delete from or otherwise alter the Form 10-K Report, or add or withdraw any exhibits
or schedules to be filed therewith and any and all instruments in connection therewith. The undersigned hereby grant to
each said attorney full power and authority to do and perform in the name of and on behalf of the undersigned, and in any
and all capacities, any act and thing whatsoever required or necessary to be done in and about the premises, as fully
and to all intents and purposes as the undersigned might do, hereby ratifying and approving the acts of each of the said
attorneys.
IN WITNESS WHEREOF, the undersigned have hereunto set their hands this 14th day of February, 2019.
/s/ Rodney C. Adkins
Rodney C. Adkins

/s/ William H. Spence
William H. Spence

/s/ John W. Conway
John W. Conway

/s/ Natica von Althann
Natica von Althann

/s/ Steven G. Elliott
Steven G. Elliott

/s/ Keith H. Williamson
Keith H. Williamson

/s/ Venkata Rajamannar Madabhushi
Venkata Rajamannar Madabhushi

/s/ Phoebe A. Wood
Phoebe A. Wood

/s/ Craig A. Rogerson
Craig A. Rogerson

/s/ Armando Zagalo de Lima
Armando Zagalo de Lima
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Exhibit 31(a)
CERTIFICATION
I, WILLIAM H. SPENCE, certify that:
1.

I have reviewed this annual report on Form 10-K of PPL Corporation (the "registrant") for the year ended December 31, 2018;

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

Date:

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

February 14, 2019

/s/ William H. Spence
William H. Spence
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation
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Exhibit 31(b)
CERTIFICATION
I, VINCENT SORGI, certify that:
1.

I have reviewed this annual report on Form 10-K of PPL Corporation (the "registrant") for the year ended December 31, 2018;

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

Date:

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

February 14, 2019

/s/ Vincent Sorgi
Vincent Sorgi
Executive Vice President and Chief Financial Officer
(Principal Financial Officer)
PPL Corporation

Source: PPL CORP, 10-K, February 14, 2019
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Exhibit 31(c)
CERTIFICATION
I, GREGORY N. DUDKIN, certify that:
1.

I have reviewed this annual report on Form 10-K of PPL Electric Utilities Corporation (the "registrant") for the year ended December 31, 2018;

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

Date:

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

February 14, 2019

/s/ Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation

Source: PPL CORP, 10-K, February 14, 2019
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Exhibit 31(d)
CERTIFICATION
I, MARLENE C. BEERS, certify that:
1.

I have reviewed this annual report on Form 10-K of PPL Electric Utilities Corporation (the "registrant") for the year ended December 31, 2018;

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

Date:

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

February 14, 2019

/s/ Marlene C. Beers
Marlene C. Beers
Vice President-Finance and Regulatory Affairs and Controller
(Principal Financial Officer)
PPL Electric Utilities Corporation

Source: PPL CORP, 10-K, February 14, 2019
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Exhibit 31(e)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this annual report on Form 10-K of LG&E and KU Energy LLC (the "registrant") for the year ended December 31, 2018;

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

Date:

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

February 14, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC

Source: PPL CORP, 10-K, February 14, 2019
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Exhibit 31(f)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this annual report on Form 10-K of LG&E and KU Energy LLC (the "registrant") for the year ended December 31, 2018;

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

Date:

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

February 14, 2019

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
LG&E and KU Energy LLC

Source: PPL CORP, 10-K, February 14, 2019
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Exhibit 31(g)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this annual report on Form 10-K of Louisville Gas and Electric Company (the "registrant") for the year ended December 31, 2018;

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

Date:

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

February 14, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Louisville Gas and Electric Company

Source: PPL CORP, 10-K, February 14, 2019
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Exhibit 31(h)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this annual report on Form 10-K of Louisville Gas and Electric Company (the "registrant") for the year ended December 31, 2018;

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

Date:

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

February 14, 2019

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Louisville Gas and Electric Company

Source: PPL CORP, 10-K, February 14, 2019
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Exhibit 31(i)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this annual report on Form 10-K of Kentucky Utilities Company (the "registrant") for the year ended December 31, 2018;

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

Date:

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

February 14, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company

Source: PPL CORP, 10-K, February 14, 2019
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Exhibit 31(j)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this annual report on Form 10-K of Kentucky Utilities Company (the "registrant") for the year ended December 31, 2018;

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

Date:

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

February 14, 2019

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Kentucky Utilities Company

Source: PPL CORP, 10-K, February 14, 2019

Powered by Morningstar® Document Research℠

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

Exhibit 32(a)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL CORPORATION'S FORM 10-K FOR THE YEAR ENDED DECEMBER 31, 2018
In connection with the annual report on Form 10-K of PPL Corporation (the "Company") for the year ended December 31, 2018, as filed with the
Securities and Exchange Commission on the date hereof (the "Covered Report"), we, William H. Spence, the Principal Executive Officer of the Company, and
Vincent Sorgi, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, hereby certify that:

Date:

•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended;
and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

February 14, 2019

/s/ William H. Spence
William H. Spence
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation
/s/ Vincent Sorgi
Vincent Sorgi
Executive Vice President and Chief Financial Officer
(Principal Financial Officer)
PPL Corporation

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Source: PPL CORP, 10-K, February 14, 2019
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Exhibit 32(b)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL ELECTRIC UTILITIES CORPORATION'S FORM 10-K FOR THE YEAR ENDED DECEMBER 31, 2018
In connection with the annual report on Form 10-K of PPL Electric Utilities Corporation (the "Company") for the year ended December 31, 2018, as
filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Gregory N. Dudkin, the Principal Executive Officer of the
Company, and Marlene C. Beers, the Principal Financial Officer and Principal Accounting Officer of the Company, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:

Date:

•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended;
and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

February 14, 2019

/s/ Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation
/s/ Marlene C. Beers
Marlene C. Beers
Vice President-Finance and Regulatory Affairs and Controller
(Principal Financial Officer)
PPL Electric Utilities Corporation

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Source: PPL CORP, 10-K, February 14, 2019
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Exhibit 32(c)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LG&E AND KU ENERGY LLC'S FORM 10-K FOR THE YEAR ENDED DECEMBER 31, 2018
In connection with the annual report on Form 10-K of LG&E and KU Energy LLC (the "Company") for the year ended December 31, 2018, as filed
with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive Officer of the
Company, and Kent W. Blake, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended;
and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

Date: February 14, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
LG&E and KU Energy LLC

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Source: PPL CORP, 10-K, February 14, 2019
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Exhibit 32(d)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LOUISVILLE GAS AND ELECTRIC COMPANY'S FORM 10-K FOR THE YEAR ENDED DECEMBER 31, 2018
In connection with the annual report on Form 10-K of Louisville Gas and Electric Company (the "Company") for the year ended December 31, 2018,
as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive Officer of
the Company, and Kent W. Blake, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended;
and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of
operations of the Company

Date: February 14, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Louisville Gas and Electric Company
/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Louisville Gas and Electric Company

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Source: PPL CORP, 10-K, February 14, 2019
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Exhibit 32(e)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR KENTUCKY UTILITIES COMPANY'S FORM 10-K FOR THE YEAR ENDED DECEMBER 31, 2018
In connection with the annual report on Form 10-K of Kentucky Utilities Company (the "Company") for the year ended December 31, 2018, as filed
with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive Officer of the
Company, and Kent W. Blake, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended;
and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

Date: February 14, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company
/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Kentucky Utilities Company

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Source: PPL CORP, 10-K, February 14, 2019
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Exhibit 99(a)
PPL CORPORATION AND SUBSIDIARIES
LONG-TERM DEBT SCHEDULE
(Unaudited)
(Millions of Dollars)
Interest Rate
PPL
U.S.
PPL Capital Funding
Senior Unsecured Notes
69352PAD5
69352PAE3
69352PAF0
69352PAH6
69352PAK9
69352PAJ2
69352PAL7
69352PAM5

4.200%
3.500%
3.400%
4.700%
3.950%
5.000%
3.100%
4.000%

Maturity
Date

06/15/2022 $
12/01/2022
06/01/2023
06/01/2043
03/15/2024
03/15/2044
05/15/2026
09/15/2047

Total Senior Unsecured Notes
Junior Subordinated Notes
69352PAC7 1
69352P202
Total Junior Subordinated Notes
Total PPL Capital Funding Long-term Debt

December 31, 2018

400
400
600
300
350
400
650
500
3,600

5.468%
5.900%

03/30/2067
04/30/2073

480
450
930
4,530

PPL Electric
Senior Secured Notes/First Mortgage Bonds

3,739

Total PPL Electric Long-term Debt

3,739

LKE
Senior Unsecured Notes
Term Loan
First Mortgage Bonds
Total LKE Long-term Debt 2
Total U.S. Long-term Debt

Source: PPL CORP, 10-K, February 14, 2019
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Interest Rate
U.K.
Senior Unsecured Notes
USG7208UAA90
USG9796VAE32
XS1315962602
XS0627333221
XS0568142482
XS0568142052
XS0627336321
XS0979476602
XS0061222484
XS0280014282
XS0496999219
XS0165510313
XS0496975110
XS1718489898
XS1893807120

5.375%
7.375%
3.625%
5.250%
6.250%
6.000%
5.750%
3.875%
9.250%
4.804%
5.750%
5.875%
5.750%
2.375%
3.500%

Maturity
Date

December 31, 2018

05/01/2021
12/15/2028
11/06/2023
01/17/2023
12/10/2040
05/09/2025
04/16/2032
10/17/2024
11/09/2020
12/21/2037
03/23/2040
03/25/2027
03/23/2040
05/16/2029
10/16/2026

500
202
637
892
319
319
1,020
510
191
287
255
319
255
319
446

Total Senior Unsecured Notes
Index-Linked Notes
XS0632038666
XS0974143439
XS0277685987
XS0279320708
N/A 4
XS1577901702
XS1797949267
XS1821535678

6,471

3

2.671%
1.676%
1.541%
1.541%
0.498%
0.010%
0.010%
0.010%

06/01/2043
09/24/2052
12/01/2053
12/01/2056
05/31/2026
03/14/2029
03/26/2036
05/16/2028

218
153
190
217
139
68
39
39

Total Index-Linked Notes

1,063

Total U.K. Long-term Debt

7,534

Total Long-term Debt Before Adjustments

20,694

Fair market value adjustments
Unamortized premium and (discount), net
Unamortized debt issuance costs

16
9
(120)

Total Long-term Debt

20,599

Less current portion of Long-term Debt
Total Long-term Debt, noncurrent

Source: PPL CORP, 10-K, February 14, 2019

530
$

20,069

Powered by Morningstar® Document Research℠

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

Interest Rate
PPL Electric
Senior Secured Notes/First Mortgage Bonds
524808BW1 5
524808BX9 5
70869MAC8
69351UAG8
69351UAP8
69351UAQ6
69351UAH6
69351UAM5
69351UAN3
69351UAR4
69351UAS2
69351UAV7
69351UAT0
69351UAU7

1.800%
1.800%
4.000%
5.150%
3.000%
2.500%
6.450%
6.250%
5.200%
4.750%
4.125%
4.150%
4.150%
3.950%

Maturity
Date

December 31, 2018

02/15/2027 $
09/01/2029
10/01/2023
12/15/2020
09/15/2021
09/01/2022
08/15/2037
05/15/2039
07/15/2041
07/15/2043
06/15/2044
06/15/2048
10/01/2045
06/01/2047

108
116
90
100
400
250
250
300
250
350
300
400
350
475

Total Senior Secured Notes

3,739

Total Long-term Debt Before Adjustments

3,739

Unamortized discount
Unamortized debt issuance costs

(18)
(27)

Total Long-term Debt

3,694

Less current portion of Long-term Debt

—

Total Long-term Debt, noncurrent

$

3,694

11/15/2020 $
10/01/2021

475
250

LKE
Senior Unsecured Notes
50188FAD7
50188FAE5
Total Senior Unsecured Notes
LG&E
First Mortgage Bonds
Term Loan
KU
First Mortgage Bonds
Total Long-term Debt Before Adjustments
Unamortized discount
Unamortized debt issuance costs
Total Long-term Debt
Less current portion of Long-term Debt
Total Long-term Debt, noncurrent 2

Source: PPL CORP, 10-K, February 14, 2019

3.750%
4.375%

725
1,624
200
2,342
4,891
(13)
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4,852
530
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Interest Rate
LG&E
Term Loan
First Mortgage Bonds
473044BV6 5
546676AU1
546676AV9
546676AW7
546676AX5
546749AM4 5
546749AK8 5
546749AN2 5
546751AH1 5
546751AJ7 5
896221AD0
896224AZ5 5
896224AX0 5
896224AY8 6
Total Long-term Debt Before Adjustments
Unamortized discount
Unamortized debt issuance costs

Maturity
Date

December 31, 2018

2.97%

10/25/2019

200

1.920%
5.125%
4.650%
3.300%
4.375%
1.500%
2.200%
2.550%
1.250%
1.250%
3.750%
2.550%
2.300%
1.880%

09/01/2026
11/15/2040
11/15/2043
10/01/2025
10/01/2045
10/01/2033
02/01/2035
11/01/2027
06/01/2033
06/01/2033
06/01/2033
11/01/2027
09/01/2026
09/01/2044

23
285
250
300
250
128
40
35
35
31
60
35
27
125
1,824
(4)
(11)

Total Long-term Debt
Less current portion of Long-term Debt

1,809
434

Total Long-term Debt, noncurrent

1,375

Source: PPL CORP, 10-K, February 14, 2019
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Interest Rate
KU
First Mortgage Bonds
144838AA7 6
144838AB5 6
144838AD1 5
14483RAQ0
14483RAM9 6
14483RAN7 6
14483RAP2 6
491674BE6
491674BG1/BF3
491674BJ5
491674BK2
491674BL0
587824AA1 6
587829AC6 6
62479PAA4 6

1.770%
1.770%
1.050%
3.375%
1.780%
1.780%
1.770%
3.250%
5.125%
4.650%
3.300%
4.375%
1.750%
1.730%
1.770%

Maturity
Date

December 31, 2018

02/01/2032 $
02/01/2032
09/01/2042
02/01/2026
10/01/2034
02/01/2032
10/01/2034
11/01/2020
11/01/2040
11/15/2043
10/01/2025
10/01/2045
02/01/2032
05/01/2023
02/01/2032

Total Long-term Debt Before Adjustments

2,342

Unamortized discount
Unamortized debt issuance costs

(8)
(13)

Total Long-term Debt
Less current portion of Long-term Debt
Total Long-term Debt, noncurrent

21
2
96
18
50
78
54
500
750
250
250
250
8
13
2

2,321
96
$

2,225

(1)Securities are in a floating rate mode through maturity.
(2)Excludes $650 million of intercompany notes between LKE and an affiliate due 2026 and 2028.
(3)Principal amount of the notes are adjusted based on changes in a specified index, as detailed in the terms of the related indentures.
(4)No CUSIP - Facility loan.
(5)Securities are currently in a term rate mode. Securities may be put back to the company on a date prior to the stated maturity date.
(6)Securities have a floating rate of interest that periodically resets. Securities may be put back to the company on a date prior to the stated maturity date.

Source: PPL CORP, 10-K, February 14, 2019
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 8-K
CURRENT REPORT
Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934
Date of Report (Date of earliest event reported): March 8, 2019
Commission File
Number

Registrant; State of Incorporation;
Address and Telephone Number

IRS Employer
Identification No.

1-11459

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

23-2758192

1-905

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

23-0959590

333-173665

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

20-0523163

1-2893

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

61-0264150

1-3464

Kentucky Utilities Company
(Exact name of Registrant as specified in its charter)
(Kentucky and Virginia)
One Quality Street
Lexington, KY 40507-1462
(502) 627-2000

61-0247570

Source: PPL CORP, 8-K, March 08, 2019
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Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under
any of the following provisions:
[
[
[
[

]
]
]
]

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Indicate by a check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933
(§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).
[
[
[
[
[

]
]
]
]
]

PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.
[
[
[
[
[

]
]
]
]
]

PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

Source: PPL CORP, 8-K, March 08, 2019
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Section 2 – Financial Information
Item 2.03 Creation of a Direct Financial Obligation under an Off-Balance Sheet Arrangement of a Registrant
and
Section 8 - Other Events
Item 8.01 Other Events
Certain of the Registrants maintain credit facilities to enhance liquidity, provide credit support and backstop commercial paper
programs. On March 8, 2019, the Registrants entered into the following amendments to certain of such credit facilities.
PPL Corporation
On March 8, 2019, PPL Capital Funding, Inc., as Borrower, and PPL Corporation, as Guarantor, amended their existing revolving credit
facility with Wells Fargo, National Association, as Administrative Agent, Issuing Lender and Swingline Lender and the other Lenders
party thereto, to extend the termination date of such revolving credit facility from January 26, 2023 to January 26, 2024 and to increase
the borrowing capacity under such revolving credit facility from $950 million to $1.450 billion, as set forth in the copy of the
amendment to the revolving credit facility filed as Exhibit 10.1 to this Report.
Also on March 8, 2019, PPL Capital Funding, Inc., as Borrower, and PPL Corporation, as guarantor, amended their existing $100
million Revolving Credit Agreement with The Bank of Nova Scotia, as Administrative Agent and Lenders party thereto from time to
time, to extend the term of such facility to March 13, 2020, as set forth in the copy of the amendment to the revolving credit facility
filed as Exhibit 10.2 to this Report.
PPL Electric Utilities Corporation
On March 8, 2019, PPL Electric Utilities Corporation amended its existing $650 million revolving credit facility with Wells Fargo,
National Association, as Administrative Agent, Issuing Lender and Swingline Lender and the other Lenders party thereto, to extend the
termination date of such revolving credit facility from January 26, 2023 to January 26, 2024, as set forth in the copy of the amendment
to the revolving credit facility filed as Exhibit 10.3 to this Report.
Louisville Gas and Electric Company
On March 8, 2019, Louisville Gas and Electric Company, amended its existing $500 million revolving credit facility with Wells Fargo,
National Association, as Administrative Agent, Issuing Lender and Swingline Lender and the other Lenders party thereto, to extend the
termination date of such revolving credit facility from January 26, 2023 to January 26, 2024, as set forth in the copy of the amendment
to the revolving credit facility filed as Exhibit 10.4 to this Report.

Source: PPL CORP, 8-K, March 08, 2019
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Kentucky Utilities Company
On March 8, 2019, Kentucky Utilities Company, amended its existing $400 million revolving credit facility with Wells Fargo, National
Association, as Administrative Agent, Issuing Lender and Swingline Lender and the other Lenders party thereto, to extend the
termination date of such revolving credit facility from January 26, 2023 to January 26, 2024, as set forth in the copy of the amendment
to the revolving credit facility filed as Exhibit 10.5 to this Report.
Section 9 - Financial Statements and Exhibits
Item 9.01 Financial Statements and Exhibits
(d)

Exhibits
10.1 -

10.2 -

10.3 -

10.4 -

10.5 -

Source: PPL CORP, 8-K, March 08, 2019

Amendment No. 4 to Credit Agreement dated as of March 8, 2019 to Revolving Credit Agreement dated
as of July 28, 2014 (as previously amended) among PPL Capital Funding, Inc., as Borrower, PPL
Corporation, as Guarantor, the Lenders party thereto and Wells Fargo, National Association, as
Administrative Agent, Issuing Lender and Swingline Lender.
Fifth Amendment to Revolving Credit Agreement (as previously amended) dated as of March 8, 2019
among PPL Capital Funding, Inc., as Borrower, PPL Corporation, as guarantor, The Bank of Nova Scotia,
as Administrative Agent and the Lenders from time to time party thereto.
Amendment No. 4 to Credit Agreement dated as of March 8, 2019 to Amended and Restated Revolving
Credit Agreement dated as of July 28, 2014 (as previously amended) among PPL Electric Utilities
Corporation, as Borrower, the Lenders party thereto and Wells Fargo, National Association, as
Administrative Agent, Issuing Lender and Swingline Lender.
Amendment No. 4 to Credit Agreement dated as of March 8, 2019 to Amended and Restated Revolving
Credit Agreement dated as of July 28, 2014 (as previously amended) among Louisville Gas and Electric
Company, as Borrower, the Lenders party thereto and Wells Fargo, National Association, as
Administrative Agent, Issuing Lender and Swingline Lender.
Amendment No. 4 to Credit Agreement dated as of March 8, 2019 to Amended and Restated Revolving
Credit Agreement dated as of July 28, 2014 (as previously amended) among Kentucky Utilities
Company, as Borrower, the Lenders party thereto and Wells Fargo, National Association, as
Administrative Agent, Issuing Lender and Swingline Lender.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrants have duly caused this report to be signed on their
behalf by the undersigned hereunto duly authorized.
PPL CORPORATION
By:

/s/ Marlene C. Beers
Marlene C. Beers
Vice President and Controller

PPL ELECTRIC UTILITIES CORPORATION
By:

/s/ Stephen K. Breininger
Stephen K. Breininger
Vice President-Finance and Regulatory Affairs and
Controller

LG&E AND KU ENERGY LLC
By:

/s/ Christopher M. Garrett
Christopher M. Garrett
Controller

LOUISVILLE GAS AND ELECTRIC COMPANY
By:

/s/ Christopher M. Garrett
Christopher M. Garrett
Controller

KENTUCKY UTILITIES COMPANY
By:

/s/ Christopher M. Garrett
Christopher M. Garrett
Controller

Dated: March 8, 2019

Source: PPL CORP, 8-K, March 08, 2019
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Exhibit 10.1
Execution Version

AMENDMENT NO. 4 TO CREDIT AGREEMENT
AMENDMENT dated as of March 8, 2019 (this “Amendment”) to the Revolving Credit Agreement dated as of July 28, 2014
(as amended, amended and restated or otherwise modified prior to the date hereof, the “Existing Credit Agreement” and as amended
hereby, the “Amended Credit Agreement”) among PPL CAPITAL FUNDING, INC. (the “Borrower”), PPL CORPORATION
(the “Guarantor”), the LENDERS party thereto (the “Lenders”) and WELLS FARGO BANK, NATIONAL ASSOCIATION, as
Administrative Agent, Issuing Lender and Swingline Lender (the “Agent”).
WITNESSETH:
WHEREAS, the parties hereto desire to amend the Existing Credit Agreement to (i) extend the scheduled Termination Date,
(ii) increase the Commitments from an aggregate principal amount of $950,000,000 to an aggregate principal amount of
$1,450,000,000 and (iii) make certain other amendments, all as provided herein.
NOW, THEREFORE, the parties hereto agree as follows:
Section 1. Defined Terms; References. Unless otherwise specifically defined herein, each term used herein that is
defined in the Amended Credit Agreement has the meaning assigned to such term in the Amended Credit Agreement. Each
reference to “hereof”, “hereunder”, “herein” and “hereby” and each other similar reference and each reference to “this
Agreement” and each other similar reference contained in the Existing Credit Agreement shall, after this Amendment becomes
effective, refer to the Amended Credit Agreement.
Section 2. Credit Agreement Amendments. With effect from and including the Amendment No. 4 Closing Date, the
Existing Credit Agreement is hereby amended as follows:
(a) Defined Terms.
(i) Section 1.01 of the Existing Credit Agreement is amended by replacing the definitions of the terms listed
below in their entirety with the following:
“FATCA” means Sections 1471 through 1474 of the Internal Revenue Code, as of the date of this Agreement (or any amended
or successor version that is substantively comparable and not materially more onerous to comply with), any current or future
regulations or official interpretations thereof, any agreements entered into pursuant to Section 1471(b)(1) of the

Source: PPL CORP, 8-K, March 08, 2019
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Internal Revenue Code and any fiscal or regulatory legislation, rules or practices adopted pursuant to any intergovernmental agreement,
treaty or convention among Governmental Authorities and implementing such Sections of the Internal Revenue Code.
“Swingline Sublimit” means the lesser of (a) $75,000,000 and (b) the aggregate Commitments of all Lenders.
“Termination Date” means the earlier to occur of (i) January 26, 2024, as may be extended from time to time pursuant to
Section 2.08(d), and (ii) the date upon which all Commitments shall have been terminated in their entirety in accordance with this
Agreement.
(ii) Section 1.01 of the Existing Credit Agreement is amended by inserting the following definitions in their
correct alphabetical order:
“Amendment No. 4 Closing Date” means March 8, 2019.
“Beneficial Ownership Regulation” means 31 C.F.R. § 1010.230.
(iii) Article I of the Existing Credit Agreement is amended by inserting a new Section 1.02 immediately after
Section 1.01 as follows:
“Section 1.02 Divisions. For all purposes under the Loan Documents, pursuant to any statutory division or plan of division
under Delaware law, including a statutory division pursuant to Section 18-217 of the Delaware Limited Liability Company Act (or any
comparable event under a different state’s laws): (a) if any asset, right, obligation or liability of any Person becomes the asset, right,
obligation or liability of one or more different Persons, then such asset, right, obligation or liability shall be deemed to have been
transferred from the original Person to the subsequent Person(s) on the date such division becomes effective, and (b) if any new Person
comes into existence, such new Person shall be deemed to have been organized on the first date of its existence by the holders of its
equity interests on the date such division becomes effective.”
(b) Optional Extensions. Section 2.08(d)(ii) of the Existing Credit Agreement is amended by replacing it in its entirety with
the following:
“(ii) The Borrower may, by sending an Extension Letter to the Administrative Agent (in which case the Administrative Agent
shall promptly deliver a copy to each of the Lenders), not less than thirty (30) nor more than ninety (90) days prior to each anniversary
of the Amendment No. 4 Closing Date (such anniversary, the “Extension Date”) request, but on not more than one occasion during the
term of the revolving credit facilities hereunder, that the Lenders extend the Termination Date then in effect (the “Current Termination
Date”) so that it will occur up to one year after the Current Termination Date. Each Lender, acting in its sole discretion, may, by notice
to the Administrative Agent given no later than fifteen (15) days prior to each anniversary of the Amendment No. 4 Closing Date, as
applicable (the “Election Date”), advise the Administrative Agent in writing whether or not it agrees to such extension (each Lender to
respond negatively to such request being referred to herein as a “Non-Extending Lender”); provided, that, any Lender not responding
to such request within such time period shall be
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deemed to be a Non-Extending Lender. The election of any Lender to agree to such extension shall not obligate any other Lender to
agree.”
(c) Increases in Commitments. Section 2.19(a) of the Existing Credit Agreement is amended by replacing it in its entirety
with the following:
“(a) Subject to the terms and conditions of this Agreement, on and from the Amendment No. 4 Closing Date, the Borrower
may by delivering to the Administrative Agent and the Lenders a Notice of Revolving Increase in the form of Exhibit E, request
increases to the Lenders’ Commitments (each such request, an “Optional Increase”); provided that: (i) the Borrower may not request
any increase to the Commitments after the occurrence and during the continuance of a Default; (ii) each Optional Increase shall be in a
minimum amount of $50,000,000 and (iii) the aggregate amount of all Optional Increases shall be no more than $250,000,000.”
(d) Representations and Warranties.
(i) Sections 5.04(a) and 5.04(c) of the Existing Credit Agreement are amended and restated by replacing
“December 31, 2014” where it appears therein with “December 31, 2018”;
(ii) Section 5.04(b) of the Existing Credit Agreement is amended to read in its entirety “[Intentionally
Omitted].”
(iii) Sections 5.05, 5.13(a) and 5.13(b) are amended by replacing “the Guarantor’s Annual Report on Form
10-K filed with the SEC for the fiscal year ended December 31, 2014” with “the financial statements referenced in
Sections 5.04(a) and 5.04(b) above”
(iv) Section 5.08 of the Existing Credit Agreement is amended by replacing the reference to “Effective Date
or the Amendment No. 1 Closing Date” where it appears therein with “Amendment No. 4 Closing Date”.
(e) Covenants.
(i) Section 6.01(h) of the Existing Credit Agreement is amended by inserting the following immediately prior
to the end period as follows:
“, and to the extent such Loan Party is a “legal entity customer” under the Beneficial Ownership Regulation, such certifications
as to its beneficial ownership as any Lender shall reasonably request to enable such Lender to comply with the Beneficial Ownership
Regulation”.
(f) Miscellaneous.
(i) Section 9.13 of the Existing Credit Agreement is amended by replacing it in its entirety with the following:
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“Section 9.13 USA PATRIOT Act Notice. Each Lender that is subject to the Patriot Act (as hereinafter defined) and the
Beneficial Ownership Regulation and the Administrative Agent (for itself and not on behalf of any Lender) hereby notifies the Loan
Parties that pursuant to the requirements of the USA PATRIOT Act (Title III of Pub.L. 107-56 (signed into law October 26, 2001))
(the “Patriot Act”) and the Beneficial Ownership Regulation, it is required to obtain, verify and record information that identifies the
Borrower and the Guarantor, which information includes the name and address of each Loan Party and other information that will
allow such Lender or the Administrative Agent, as applicable, to identify each Loan Party in accordance with the Patriot Act and, to
the extent such Loan Party is a “legal entity customer” under the Beneficial Ownership Regulation, the Beneficial Ownership
Regulation.”
(ii) Section 5.16 is amended by inserting “or any applicable anti-money laundering law” immediately after “or
any other applicable anti-corruption law” where it first appears therein.
(iii) Section 6.06 is amended by inserting “or in violation of any applicable anti-corruption laws or anti-money
laundering laws” immediately prior to the end period.
(g) Appendices.
(i) Appendix A to the Existing Credit Agreement (Commitments) is amended and replaced in its entirety with
Appendix A annexed hereto.
Section 3. LIBOR Discontinuation. From the Amendment No. 4 Closing Date (but subject, for the avoidance of
doubt, to the satisfaction of the condition set forth in the proviso to Section 4(a) hereof), the following amendments to the
Existing Credit Agreement shall becoming effective:
(a) Section 2.14 is amended by replacing it in its entirety with the following:
“Section 2.14 Basis for Determining Interest Rate Inadequate, Unfair or Unavailable.
(a) If on or prior to the first day of any Interest Period for any Euro-Dollar Loan: (i) Lenders having 50% or more of
the aggregate amount of the Commitments advise the Administrative Agent that the Adjusted London Interbank Offered Rate
as determined by the Administrative Agent, will not adequately and fairly reflect the cost to such Lenders of funding their
Euro-Dollar Loans for such Interest Period; or (ii) the Administrative Agent shall determine that no reasonable means exists for
determining the Adjusted London Interbank Offered Rate, the Administrative Agent shall forthwith give notice thereof to the
Borrower and the Lenders, whereupon, until the Administrative Agent notifies the Borrower and the Lenders that the
circumstances giving rise to such suspension no longer exist, (x) the obligations of the Lenders to make Euro-Dollar Loans, or
to convert outstanding Loans into Euro-Dollar Loans shall be suspended; and (y) each outstanding Euro-Dollar Loan shall be
converted into a Base Rate Loan on the last day of the current Interest Period applicable thereto. Unless the Borrower notifies
the

Source: PPL CORP, 8-K, March 08, 2019

Powered by Morningstar® Document Research℠

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

Administrative Agent at least two (2) Business Days before the date of (or, if at the time the Borrower receives such notice the
day is the date of, or the date immediately preceding, the date of such Euro-Dollar Borrowing, by 10:00 A.M. (Charlotte, North
Carolina time) on the date of) any Euro-Dollar Borrowing for which a Notice of Borrowing has previously been given that it
elects not to borrow on such date (in which case the Borrower shall not be subject to any liability pursuant to Section 2.12 with
respect to such election), such Borrowing shall instead be made as a Base Rate Borrowing.
(b) Notwithstanding anything to the contrary in this Agreement or any other Loan Document, if the Administrative
Agent determines (which determination shall be conclusive absent manifest error), or the Borrower or Required Lenders notify
the Administrative Agent (with, in the case of the Required Lenders, a copy to the Borrower) that the Borrower or Required
Lenders (as applicable) have determined, that:
(i)

the circumstances set forth in Section 2.14(a)(ii) have occurred and such circumstances are unlikely to be temporary; or

(ii)

the administrator of the London Interbank Offered Rate or a Governmental Authority having jurisdiction over the
Administrative Agent has made a public statement identifying a specific date after which the London Interbank Offered
Rate shall no longer be made available, or used for determining the interest rate of loans (such specific date, the
“Scheduled Unavailability Date”), or

(iii)

any applicable interest rate specified herein (other than the Prime Rate or the Federal Funds Rate) is no longer a widely
recognized benchmark rate for newly originated loans in the U.S. syndicated loan market in the applicable currency,

then, reasonably promptly after such determination by the Administrative Agent or receipt by the Administrative Agent of such
notice, as applicable, the Administrative Agent and such Borrower shall negotiate in good faith to amend this Agreement to replace the
London Interbank Offered Rate with an alternate benchmark rate (including any mathematical or other adjustments to the benchmark
(if any) incorporated therein) (any such proposed rate, a “LIBOR Successor Rate”), together with any proposed LIBOR Successor
Rate Conforming Changes (as defined below) and any such amendment shall become effective at 5:00 P.M. (Charlotte, North Carolina
time) on the fifth Business Day after the Administrative Agent shall have posted such proposed amendment to all Lenders and the
Borrower unless, prior to such time, Lenders comprising the Required Lenders have delivered to the Administrative Agent written
notice that such Required Lenders do not accept such amendment. Such LIBOR Successor Rate shall be applied in a manner
consistent with market practice; provided that to the extent such market practice is not administratively feasible for the Administrative
Agent, such LIBOR Successor Rate shall be applied in a manner as otherwise reasonably determined by the Administrative Agent.
If no LIBOR Successor Rate has been determined and the circumstances under clause (i) above exist or the Scheduled
Unavailability Date has occurred (as applicable), the Administrative
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Agent will promptly so notify each Borrower and each Lender. Thereafter, (x) the obligation of the Lenders to make or maintain EuroDollar Loans shall be suspended (to the extent of the affected Euro-Dollar Loans or Interest Periods only), and (y) the London
Interbank Offered Rate component shall no longer be utilized in determining the Base Rate. Upon receipt of such notice, any Borrower
may revoke any pending request for a Borrowing of, conversion to, or continuation of Euro-Dollar Loans (to the extent of the affected
Euro-Dollar Loans or Interest Periods) or, failing that, will be deemed to have converted such request into a Base Rate Borrowing
(subject to the foregoing clause (y)) in the amount specified therein.
Notwithstanding anything else herein, any definition of LIBOR Successor Rate shall provide that in no event shall such
LIBOR Successor Rate be less than 0% for purposes of this Agreement.
For purposes hereof, “LIBOR Successor Rate Conforming Changes” means, with respect to any proposed LIBOR Successor
Rate, any conforming changes to the definition of Base Rate, Interest Period, timing and frequency of determining rates and making
payments of interest and other administrative matters as may be appropriate, determined by the Administrative Agent with the consent
of the Borrower, to reflect the adoption of such LIBOR Successor Rate and to permit the administration thereof by the Administrative
Agent in a manner substantially consistent with market practice (or, if the Administrative Agent determines that adoption of any portion
of such market practice is not administratively feasible or that no market practice for the administration of such LIBOR Successor Rate
exists, in such other manner of administration as the Administrative Agent determines is reasonably necessary in connection with the
administration of this Agreement).”
(b) Section 9.05 is amended by replacing it in its entirety with the following:
“Section 9.05 Amendments and Waivers. Any provision of this Agreement or the Notes may be amended or waived if, but
only if, such amendment or waiver is in writing and is signed by the Loan Parties and the Required Lenders (and, if the rights or duties
of the Administrative Agent, Swingline Lender or any Issuing Lenders are affected thereby, by the Administrative Agent, Swingline
Lender or such Issuing Lender, as relevant); provided, that the Administrative Agent and the Borrower may, without the consent of
any Lender, enter into amendments or modifications to this Agreement or any of the other Loan Documents or to enter into additional
Loan Documents as the Administrative Agent reasonably deems appropriate in order to implement any LIBOR Successor Rate or
otherwise effectuate the terms of Section 2.14(b) in accordance with the terms of Section 2.14(b); provided, further, that no such
amendment or waiver shall, (a) unless signed by each Lender adversely affected thereby, (i) extend or increase the Commitment of any
Lender or subject any Lender to any additional obligation (it being understood that waivers or modifications of conditions precedent,
covenants, Defaults or of mandatory reductions in the Commitments shall not constitute an increase of the Commitment of any Lender,
and that an increase in the available portion of any Commitment of any Lender as in effect at any time shall not constitute an increase
in such Commitment), (ii) reduce the principal of or rate of interest on any Loan (except in connection with a waiver of applicability of
any post-default increase in interest rates) or the amount to be reimbursed in respect of any Letter of

Source: PPL CORP, 8-K, March 08, 2019

Powered by Morningstar® Document Research℠

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

Credit or any interest thereon or any fees hereunder, (iii) postpone the date fixed for any payment of interest on any Loan or the
amount to be reimbursed in respect of any Letter of Credit or any interest thereon or any fees hereunder or for any scheduled reduction
or termination of any Commitment or (except as expressly provided in Article III) expiration date of any Letter of Credit, (iv) postpone
or change the date fixed for any scheduled payment of principal of any Loan, (v) change any provision hereof in a manner that would
alter the pro rata funding of Loans required by Section 2.04(b), the pro rata sharing of payments required by Sections 2.09(b), 2.11(a)
or 9.04 or the pro rata reduction of Commitments required by Section 2.08(a) or (vi) change the currency in which Loans are to be
made, Letters of Credit are to be issued or payment under the Loan Documents is to be made, or add additional borrowers or (b) unless
signed by each Lender, (i) change the definition of Required Lender or this Section 9.05 or Section 9.06(a) or (ii) release the Guarantor
from its Obligations under the Guaranty.”
(c) Section 1.01 of the Existing Credit Agreement is amended by inserting the following definitions in their correct
alphabetical order:
“LIBOR Successor Rate” shall have the meaning specified in Section 2.14(b).
“LIBOR Successor Rate Conforming Changes” shall have the meaning specified in Section 2.14(b).
“Scheduled Unavailability Date” shall have the meaning specified in Section 2.14(b).
Section 4. .Effectiveness. This Amendment shall become effective as of the first date when each of the following
conditions are met (the “Amendment No. 4 Closing Date”):
(a) the Agent shall have received from the Borrower, the Guarantor and each Continuing Lender and Lenders constituting
Required Lenders (for the avoidance of doubt, determined prior to the Amendment No. 4 Closing Date) a counterpart hereof signed by
such party or facsimile or other written confirmation (in form satisfactory to the Agent) that such party has signed a counterpart hereof;
provided that notwithstanding the foregoing, the amendments set forth in Section 3 shall not be effective on the Amendment No. 4
Closing Date unless the Agent shall have received from each Continuing Lender party to the Existing Credit Agreement a counterpart
hereof signed by such party or facsimile or other written confirmation (in form satisfactory to the Agent) that such party has signed a
counterpart hereof;
(b) the Agent shall have received a duly executed revised Note for the account of each Lender requesting delivery of such
Note pursuant to Section 2.05 of the Credit Agreement;
(c) the Agent shall have received satisfactory opinions of counsel for the Borrower, dated the Amendment No. 4 Closing
Date;
(d) the Agent shall have received a certificate dated the Amendment No. 4 Closing Date signed on behalf of the Borrower by
the Chairman of the Board, the President, any Vice President, the Treasurer or any Assistant Treasurer of the Borrower stating that (A)
on the
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Amendment No. 4 Closing Date, before and after giving effect to this Amendment, no Default shall have occurred and be continuing
and (B) the representations and warranties contained in the Amended Credit Agreement are true and correct on and as of the
Amendment No. 4 Closing Date, except to the extent that such representations and warranties specifically refer to an earlier date, in
which case they were true and correct as of such earlier date;
(e) the Agent shall have received (i) a certificate of the Secretary of the State of Delaware, dated as of a recent date, as to the
good standing of the Borrower and (ii) a certificate of the Secretary or an Assistant Secretary of the Borrower dated the Amendment
No. 4 Closing Date and certifying (A) that attached thereto are true, correct and complete copies of (x) the Borrower’s articles of
incorporation certified by the Secretary of the State of Delaware and (y) the bylaws of the Borrower, (B) as to the absence of
dissolution or liquidation proceedings by or against the Borrower, (C) that attached thereto are true, correct and complete copy of
resolutions adopted by the board of directors of the Borrower authorizing the execution, delivery and performance of this Amendment
and each other document delivered in connection herewith and that such resolutions have not been amended and are in full force and
effect on the date of such certificate and (D) as to the incumbency and specimen signatures of each officer of the Borrower executing
this Amendment or any other document delivered in connection herewith;
(f) the Agent shall have received (i) a certificate of the Secretary of the Commonwealth of the Commonwealth of
Pennsylvania, dated as of a recent date, as to the good standing of the Guarantor and (ii) a certificate of the Secretary or an Assistant
Secretary of the Guarantor dated the Amendment No. 4 Closing Date and certifying (A) that attached thereto is a true, correct and
complete copies of (x) the Guarantor’s articles of incorporation certified by the Secretary of the Commonwealth of the Commonwealth
of Pennsylvania and (y) the bylaws of the Guarantor, (B) as to the absence of dissolution or liquidation proceedings by or against the
Guarantor, (C) that attached thereto is a true, correct and complete copy of resolutions adopted by the board of directors of the
Guarantor authorizing the execution, delivery and performance of this Amendment and each other document delivered in connection
herewith and that such resolutions have not been amended and are in full force and effect on the date of such certificate and (D) as to
the incumbency and specimen signatures of each officer of the Guarantor executing this Amendment or any other document delivered
in connection herewith;
(g) all necessary governmental (domestic or foreign), regulatory and third party approvals, if any, in connection with the
transactions contemplated by this Amendment and the other Loan Documents shall have been obtained and remain in full force and
effect, in each case without any action being taken by any competent authority which could restrain or prevent such transaction or
impose, in the reasonable judgment of the Agent, materially adverse conditions upon the consummation of such transactions; provided
that any such approvals with respect to elections by the Borrower to increase the Commitment as contemplated by Section 2.19 of the
Credit Agreement or extend the Termination Date as contemplated by Section 2.08(d) of the Credit Agreement need not be obtained or
provided until the Borrower makes any such election;
(h) each New Lender shall have received all documentation and other information required by regulatory authorities under
applicable “know your customer” and anti-money
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laundering rules and regulations, including, without limitation, the Patriot Act, and, to the extent a Loan Party is a “legal entity
customer” under the Beneficial Ownership Regulation, a beneficial ownership certification for such Loan Party pursuant to the
Beneficial Ownership Regulation, as has been reasonably requested in writing;
(i) there shall be no outstanding Loans;
(j) all fees and expenses pursuant to each of the following fee letters shall have been paid in the amounts and manners set
forth therein: (i) that certain Fee Letter dated as of February 13, 2019 among the Borrower, Wells Fargo Securities, LLC and
JPMorgan Chase Bank, N.A. and (ii) that certain Fee Letter dated as of February 13, 2019 among the Borrower and Merrill Lynch,
Pierce, Fenner & Smith Incorporated, Mizuho Bank, Ltd., Citigroup Global Markets Inc. and Barclays Bank PLC); and
(k) the Agent shall have received full payment from the Borrower of the fees and expenses of Davis Polk & Wardwell LLP
which are billed through the Amendment No. 4 Closing Date and which have been invoiced one Business Day prior to the
Amendment No. 4 Closing Date.
Section 5. Changes in Commitments. With effect from and including the Amendment No. 4 Closing Date, (i) each
Person listed on Appendix A hereto that is not a party to the Existing Credit Agreement (each, a “New Lender” and, together
with each Person that is not an Exiting Lender, the “Continuing Lenders”) shall become a Lender party to the Amended
Credit Agreement, (ii) the Commitment of each Lender shall be the amount set forth opposite the name of such Lender on
Appendix A hereto in the column titled “Commitment immediately after giving effect to Amendment No. 4”. On the
Amendment No. 4 Closing Date, any Lender whose name does not appear on Appendix A (each, an “Exiting Lender”) shall
cease to be a Lender party to the Credit Agreement, and all accrued fees and other amounts payable under the Credit
Agreement for the account of each Exiting Lender shall be due and payable on such date; provided that the provisions of
Sections 2.12, 2.16, 2.17 and 9.03 of the Credit Agreement shall continue to inure to the benefit of each Exiting Lender after
the Amendment No. 4 Closing Date. On the Amendment No. 4 Closing Date, the Commitment Ratio of the Continuing
Lenders shall be redetermined giving effect to the adjustments to the Commitments referred to in this Section 3, and the
participations of the Continuing lenders in and the obligations of the Continuing Lenders in respect of any Letters of Credit
outstanding on the Amendment No. 4 Closing Date shall be reallocated to reflect such redetermined Commitment Ratio.
Section 6. Full Force and Effect; Ratification. Except as expressly modified herein, all of the terms and conditions of
the Existing Credit Agreement are unchanged, and, as modified hereby, the Borrower and the Guarantor confirm and ratify all
of the terms, covenants and conditions of the Existing Credit Agreement. This Amendment constitutes the entire and final
agreement among the parties hereto with respect to the subject matter hereof and there are no other agreements, understandings,
undertakings, representations or warranties among the parties hereto with respect to the subject matter hereof except as set forth
herein.
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Section 7. Governing Law. This Amendment shall be governed by and construed in accordance with the laws of the
State of New York.
Section 8. Counterparts. This Amendment may be signed in any number of counterparts, each of which shall be an
original, with the same effect as if the signatures thereto and hereto were upon the same instrument. Delivery of an executed
counterpart of a signature page of this Amendment by email as a “.pdf” or “.tif” attachment shall be effective as delivery of a
manually executed original counterpart of this Amendment.
Section 9. Notes. Any Lender receiving a revised Note as contemplated by Section 7(b) above shall on or promptly
after the Amendment No. 4 Closing Date return any prior Note issued under the Existing Credit Agreement to the Borrower for
cancellation.
Section 10. Miscellaneous. This Amendment shall constitute a Loan Document for all purposes of the Credit
Agreement and the other Loan Documents. The provisions of this Amendment are deemed incorporated into the Credit
Agreement as if fully set forth therein. The Borrower shall pay all reasonable out-of-pocket costs and expenses of the Agent
incurred in connection with the negotiation, preparation and execution of this Amendment and the transactions contemplated
hereby. The execution, delivery and effectiveness of this Amendment shall not, except as expressly provided herein, operate as
a waiver of any right, power or remedy of any Lender or the Administrative Agent under any of the Loan Documents, nor
constitute a waiver of any provision of any of the Loan Documents.
[Signature Pages to Follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be duly executed as of the date first above
written.

PPL CAPITAL FUNDING, INC., as Borrower

By:

/s/ Tadd J. Henninger
Name: Tadd J. Henninger
Title: Vice President and Treasurer

PPL CORPORATION, as Guarantor

By:
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WELLS FARGO BANK, NATIONAL ASSOCIATION,
As Administrative Agent, Issuing Lender, Swingline Lender and a Lender

By:

/s/ Keith Luettel
Name: Keith Luettel
Title: Managing Director
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CREDIT SUISSE AG, CAYMAN ISLANDS BRANCH, as a Lender
By:

/s/ Mikhail Faybusovich
Name: Mikhail Faybusovich
Title: Authorized Signatory

By:

/s/ Komal Shah
Name: Komal Shah
Title: Authorized Signatory
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BANK OF MONTREAL, CHICAGO BRANCH as a Lender
By:
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SUNTRUST BANK, as a Lender

By:

/s/ Carmen Malizia
Name: Carmen Malizia
Title: Director
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ROYAL BANK OF CANADA, as a Lender

By:

/s/ Frank Lambrinos
Name: Frank Lambrinos
Title: Authorized Signatory
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U.S. BANK NATIONAL ASSOCIATION, as a Lender

By:

/s/ James O’Shaughnessy
Name: James O’Shaughnessy
Title: Vice President

Source: PPL CORP, 8-K, March 08, 2019
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The Bank of Nova Scotia, as a Lender

By:

/s/ David Dewar
Name: David Dewar
Title: Director

Source: PPL CORP, 8-K, March 08, 2019
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BNP PARIBAS, as a Lender

By:

/s/ Denis O’Meara
Name: Denis O’Meara
Title: Managing Director

By:

/s/ Theodore Sheen
Name: Theodore Sheen
Title: Director

Source: PPL CORP, 8-K, March 08, 2019
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THE BANK OF NEW YORK MELLON, as a Lender

By:

Source: PPL CORP, 8-K, March 08, 2019

/s/ Molly H. Ross
Name: Molly H. Ross
Title: Vice President
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CANADIAN IMPERIAL BANK OF COMMERCE, NEW YORK
BRANCH, as a Lender

By:

/s/ Anju Abraham
Name: Anju Abraham
Title: Authorized Signatory

By:

/s/ Jim King
Name: Jim King
Title: Authorized Signatory

Source: PPL CORP, 8-K, March 08, 2019
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BARCLAYS BANK PLC, as a Lender and Issuing Lender

By:

Source: PPL CORP, 8-K, March 08, 2019

/s/ Sydney G. Dennis
Name: Sydney G. Dennis
Title: Director
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TD Bank, N.A., as a Lender

By:

Source: PPL CORP, 8-K, March 08, 2019

/s/ Shannon Batchman
Name: Shannon Batchman
Title: Senior Vice President
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SANTANDER BANK, N.A., as a Lender

Source: PPL CORP, 8-K, March 08, 2019

By:

/s/ Carolina Gutierrez
Name: Carolina Gutierrez
Title: Vice President

By:

/s/ Zara Kamal
Name: Zara Kamal
Title: Vice President
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MIZUHO BANK, LTD., as a Lender and Issuing Lender

By:

Source: PPL CORP, 8-K, March 08, 2019

/s/ Raymond Ventura
Name: Raymond Ventura
Title: Managing Director
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JPMORGAN CHASE BANK, N.A., as a Lender and Issuing Lender

By:

Source: PPL CORP, 8-K, March 08, 2019

/s/ Juan J. Javellana
Name: Juan J. Javellana
Title: Executive Director
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PNC BANK, NATIONAL ASSOCIATION, as a Lender

By:

Source: PPL CORP, 8-K, March 08, 2019

/s/ Thomas E. Redmond
Name: Thomas E. Redmond
Title: Managing Director
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MUFG BANK, LTD., as a Lender

By:

Source: PPL CORP, 8-K, March 08, 2019

/s/ Chi-Cheng Chen
Name: Chi-Cheng Chen
Title: Director
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BANK OF AMERICA, N.A., as a Lender and Issuing Lender

By:

Source: PPL CORP, 8-K, March 08, 2019

/s/ Margaret Halleland
Name: Margaret Halleland
Title: Vice President
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CITIBANK, N.A., as a Lender and Issuing Lender

By:

Source: PPL CORP, 8-K, March 08, 2019

/s/ Richard Rivera
Name: Richard Rivera
Title: Vice President
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GOLDMAN SACHS BANK USA, as a Lender

By:

Source: PPL CORP, 8-K, March 08, 2019

/s/ Ryan Durkin
Name: Ryan Durkin
Title: Authorized Signatory
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MORGAN STANLEY BANK, N.A., as a lender

By:

/s/ Michael King
Name: Michael King
Title: Authorized Signatory

Source: PPL CORP, 8-K, March 08, 2019
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Appendix A
COMMITMENTS
Lender

Commitment immediately prior to
Amendment No. 4 Closing Date

Commitment immediately after giving
effect to Amendment No. 4

Wells Fargo Bank, National Association

$61,750,000

$87,268,518.52

JPMorgan Chase Bank, N.A.

$61,750,000

$87,268,518.52

Bank of America, N.A.

$61,750,000

$87,268,518.52

Barclays Bank PLC

$61,750,000

$87,268,518.52

Citibank, N.A.

$61,750,000

$87,268,518.52

Mizuho Bank, Ltd.

$61,750,000

$87,268,518.52

Bank of Montreal, Chicago Branch

$47,500,000

$67,129,629.63

BNP Paribas

$47,500,000

$67,129,629.63

Canadian Imperial Bank of Commerce, New
York Branch

$47,500,000

$67,129,629.63

Credit Suisse AG, Cayman Islands Branch

$47,500,000

$67,129,629.63

Goldman Sachs Bank USA

$47,500,000

$67,129,629.63

Morgan Stanley Bank, N.A.

$47,500,000

$67,129,629.63

MUFG Bank, Ltd.

$47,500,000

$67,129,629.63

PNC Bank, National Association

$28,500,000

$67,129,629.63

Royal Bank of Canada

$47,500,000

$67,129,629.63

SunTrust Bank

$47,500,000

$67,129,629.63

The Bank of Nova Scotia

$47,500,000

$67,129,629.63

U.S. Bank National Association

$47,500,000

$67,129,629.63

The Bank of New York Mellon

$28,500,000

$40,277,777.78

0

$40,277,777.77

0

$40,277,777.77

$950,000,000.00

$1,450,000,000

Santander Bank, N.A.
TD Bank, N.A.
Total

Source: PPL CORP, 8-K, March 08, 2019
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Exhibit 10.2
Execution Version
FIFTH AMENDMENT TO REVOLVING CREDIT AGREEMENT
THIS FIFTH AMENDMENT TO REVOLVING CREDIT AGREEMENT, dated as of March 8, 2019 (this “ Amendment”),
to the Existing Credit Agreement (as defined below) is made by PPL CAPITAL FUNDING, INC., a Delaware corporation (the
“Borrower”), PPL CORPORATION, a Pennsylvania corporation (the “ Guarantor”) and each Lender (such capitalized term and other
capitalized terms used in this preamble and the recitals below to have the meanings set forth in, or are defined by reference in, Article I
below).
W I T N E S S E T H:
WHEREAS, the Borrower, the Guarantor, the Lenders and The Bank of Nova Scotia, as the Administrative Agent, Sole Lead
Arranger and Sole Bookrunner, are all parties to the Revolving Credit Agreement, dated as of March 26, 2014 (as amended or
otherwise modified prior to the date hereof, the “Existing Credit Agreement”, and as amended by this Amendment and as the same
may be further amended, supplemented, amended and restated or otherwise modified from time to time, the “Credit Agreement”); and
WHEREAS, the Borrower has requested that the Lenders amend the Existing Credit Agreement in order to extend the maturity
date therein and the Lenders are willing to modify the Existing Credit Agreement on the terms and subject to the conditions hereinafter
set forth;
NOW, THEREFORE, the parties hereto hereby covenant and agree as follows:
ARTICLE I
DEFINITIONS
SECTION 1.1. Certain Definitions. The following terms when used in this Amendment shall have the following meanings
(such meanings to be equally applicable to the singular and plural forms thereof):
“Amendment” is defined in the preamble.
“Borrower” is defined in the preamble.
“Credit Agreement” is defined in the first recital.
“Existing Credit Agreement” is defined in the first recital.
“Guarantor” is defined in the preamble.
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SECTION 1.2. Other Definitions. Terms for which meanings are provided in the Existing Revolving Credit Agreement are,
unless otherwise defined herein or the context otherwise requires, used in this Amendment with such meanings.
ARTICLE II
AMENDMENTS TO THE EXISTING CREDIT AGREEMENT
Effective as of the date hereof, but subject to the satisfaction of the conditions in Article III,
(a)
Section 1.1 of the Existing Credit Agreement is hereby amended by amending and restating the following
definition in its entirety as follows:
““Termination Date” means the earliest to occur of (i) March 13, 2020 and (ii) such earlier date upon which all
Commitments shall have been terminated in their entirety in accordance with this Agreement.”.
(b) Sections 5.04(a), 5.04(c), 5.05 and 5.13 of the Existing Credit Agreement are hereby amended by replacing
references to “December 31, 2017” with “December 31, 2018”.
ARTICLE III
CONDITIONS TO EFFECTIVENESS
This Amendment and the amendments contained herein shall become effective as of the date hereof when each of the
conditions set forth in this Article III shall have been fulfilled to the satisfaction of the Administrative Agent.
SECTION 3.1. Counterparts. The Administrative Agent shall have received counterparts hereof executed on behalf of the
Borrower, the Guarantor and the each of the Lenders.
SECTION 3.2. Costs and Expenses, etc. The Administrative Agent shall have received for the account of each Lender, all
fees, costs and expenses due and payable pursuant to Section 9.03 of the Credit Agreement, if then invoiced.
SECTION 3.3. Resolutions, etc. The Administrative Agent shall have received from the Borrower and the Guarantor (i) a
copy of a good standing certificate for such Loan Party, dated a date reasonably close to the date hereof and (ii) a certificate, dated as
of the date hereof, of a Secretary or an Assistant Secretary of each Loan Party certifying (a) that attached thereto is a true, correct and
complete copy of (x) the articles or certificate of incorporation of such Loan Party certified by the Secretary of State (or equivalent
body) of the jurisdiction of incorporation of such Loan Party and (y) the bylaws of such Loan Party, and (b) that attached thereto is a
true, correct and complete copy of resolutions adopted by the board of directors of such Loan Party authorizing the execution,
delivery and performance of this Amendment and each other document delivered in connection herewith and that such resolutions
have not been amended and are in full force.
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SECTION 3.4. Opinion of Counsel. The Administrative Agent shall have received an opinion, dated the date hereof and
addressed to the Administrative Agent and all Lenders, from counsel to the Borrower, in form and substance satisfactory to the
Administrative Agent.
SECTION 3.5. Satisfactory Legal Form. The Administrative Agent and its counsel shall have received all information, and
such counterpart originals or such certified or other copies of such materials, as the Administrative Agent or its counsel may reasonably
request, and all legal matters incident to the effectiveness of this Amendment shall be satisfactory to the Administrative Agent and its
counsel. All documents executed or submitted pursuant hereto or in connection herewith shall be reasonably satisfactory in form and
substance to the Administrative Agent and its counsel.
ARTICLE IV
MISCELLANEOUS
SECTION 4.1. Cross-References. References in this Amendment to any Article or Section are, unless otherwise specified, to
such Article or Section of this Amendment.
SECTION 4.2. Loan Document Pursuant to Existing Credit Agreement. This Amendment is a Loan Document executed
pursuant to the Existing Credit Agreement and shall (unless otherwise expressly indicated therein) be construed, administered and
applied in accordance with all of the terms and provisions of the Existing Credit Agreement, as amended hereby, including Article IX
thereof.
SECTION 4.3. Successors and Assigns. This Amendment shall be binding upon and inure to the benefit of the parties hereto
and their respective successors and assigns.
SECTION 4.4. Counterparts. This Amendment may be executed by the parties hereto in several counterparts, each of which
when executed and delivered shall be an original and all of which shall constitute together but one and the same agreement. Delivery
of an executed counterpart of a signature page to this Amendment by facsimile shall be effective as delivery of a manually executed
counterpart of this Amendment.
SECTION 4.5. Governing Law. THIS AMENDMENT WILL BE DEEMED TO BE A CONTRACT MADE UNDER
AND GOVERNED BY THE INTERNAL LAWS OF THE STATE OF NEW YORK (INCLUDING FOR SUCH PURPOSE
SECTIONS 5‑1401 AND 5‑1402 OF THE GENERAL OBLIGATIONS LAW OF THE STATE OF NEW YORK).
SECTION 4.6. Full Force and Effect; Limited Amendment. Except as expressly amended hereby, all of the representations,
warranties, terms, covenants, conditions and other provisions of the Existing Credit Agreement and the Loan Documents shall remain
unchanged and shall continue to be, and shall remain, in full force and effect in accordance with their respective terms. The
amendments set forth herein shall be limited precisely as provided for herein to the provisions expressly amended herein and shall not
be deemed to be an amendment to, waiver of, consent to or modification of any other term or provision of the Existing Credit
Agreement or any other Loan Document or of any transaction or further or future action on the part of any Obligor which would
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require the consent of the Lenders under the Existing Credit Agreement or any of the Loan Documents.
SECTION 4.7. Representations and Warranties. In order to induce the Lenders to execute and deliver this Amendment, the
Borrower and Guarantor each hereby represents and warrants to the Lenders, on the date this Amendment becomes effective pursuant
to Article III, that both before and after giving effect to this Amendment, all representations and warranties set forth in Article V of the
Credit Agreement are true and correct as of such date, except to the extent that any such statement expressly relates to an earlier date
(in which case such statement was true and correct on and as of such earlier date).

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

PPL CAPITAL FUNDING, INC., as the Borrower

By:

/s/ Tadd J. Henninger
Name: Tadd J. Henninger
Title: Vice President and Treasurer

PPL CORPORATION, as the Guarantor

By:

/s/ Tadd J. Henninger
Name: Tadd J. Henninger
Title: Vice President and Treasurer
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THE BANK OF NOVA SCOTIA, as the
Administrative Agent and as a Lender
By:

Source: PPL CORP, 8-K, March 08, 2019

/s/ David Dewar
Name: David Dewar
Title: Director
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Exhibit 10.3
Execution Version
AMENDMENT NO. 4 TO CREDIT AGREEMENT
AMENDMENT dated as of March 8, 2019 (this “Amendment”) to the Amended and Restated Revolving Credit Agreement
dated as of July 28, 2014 (as amended, amended and restated or otherwise modified prior to the date hereof, the “Existing Credit
Agreement” and as amended hereby, the “Amended Credit Agreement”) among PPL ELECTRIC UTILITIES CORPORATION
(the “Borrower”), the LENDERS party thereto (the “Lenders”) and WELLS FARGO BANK, NATIONAL ASSOCIATION, as
Administrative Agent, Issuing Lender and Swingline Lender (the “Agent”).
WITNESSETH:
WHEREAS, the parties hereto desire to amend the Existing Credit Agreement to (i) extend the scheduled Termination Date,
and (ii) make certain other amendments, all as provided herein.
NOW, THEREFORE, the parties hereto agree as follows:
SECTION 1. Defined Terms; References. Unless otherwise specifically defined herein, each term used herein that is
defined in the Amended Credit Agreement has the meaning assigned to such term in the Amended Credit Agreement. Each
reference to “hereof”, “hereunder”, “herein” and “hereby” and each other similar reference and each reference to “this
Agreement” and each other similar reference contained in the Existing Credit Agreement shall, after this Amendment becomes
effective, refer to the Amended Credit Agreement.
SECTION 2. Credit Agreement Amendments. With effect from and including the Amendment No. 4 Closing Date,
the Existing Credit Agreement is hereby amended as follows:
(a) Defined Terms.
(i) Section 1.01 of the Existing Credit Agreement is amended by replacing the definitions of the terms listed
below in their entirety with the following:
“FATCA” means Sections 1471 through 1474 of the Internal Revenue Code, as of the date of this Agreement (or any amended
or successor version that is substantively comparable and not materially more onerous to comply with), any current or future
regulations or official interpretations thereof, any agreements entered into pursuant to Section 1471(b)(1) of the Internal Revenue Code
and any fiscal or regulatory legislation, rules or practices adopted pursuant to any intergovernmental agreement, treaty or convention
among Governmental Authorities and implementing such Sections of the Internal Revenue Code.
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“Termination Date” means the earlier to occur of (i) January 26, 2024, as may be extended from time to time pursuant to
Section 2.08(d), and (ii) the date upon which all Commitments shall have been terminated in their entirety in accordance with this
Agreement.
(ii) Section 1.01 of the Existing Credit Agreement is amended by inserting the following definitions in their
correct alphabetical order:
“Amendment No. 4 Closing Date” means March 8, 2019.
“Beneficial Ownership Regulation” means 31 C.F.R. § 1010.230.
(iii) Article I of the Existing Credit Agreement is amended by inserting a new Section 1.02 immediately after
Section 1.01 as follows:
“Section 1.02. Divisions. For all purposes under the Loan Documents, pursuant to any statutory division or plan of division
under Delaware law, including a statutory division pursuant to Section 18-217 of the Delaware Limited Liability Company Act (or any
comparable event under a different state’s laws): (a) if any asset, right, obligation or liability of any Person becomes the asset, right,
obligation or liability of one or more different Persons, then such asset, right, obligation or liability shall be deemed to have been
transferred from the original Person to the subsequent Person(s) on the date such division becomes effective, and (b) if any new Person
comes into existence, such new Person shall be deemed to have been organized on the first date of its existence by the holders of its
equity interests on the date such division becomes effective.”
(b) Optional Extensions. Section 2.08(d)(ii) of the Existing Credit Agreement is amended by replacing it in its entirety with
the following:
“(ii) The Borrower may, by sending an Extension Letter to the Administrative Agent (in which case the Administrative Agent
shall promptly deliver a copy to each of the Lenders), not less than thirty (30) nor more than ninety (90) days prior to each anniversary
of the Amendment No. 4 Closing Date (such anniversary, the “Extension Date”) request, but on not more than one occasion during the
term of the revolving credit facilities hereunder, that the Lenders extend the Termination Date then in effect (the “Current Termination
Date”) so that it will occur up to one year after the Current Termination Date. Each Lender, acting in its sole discretion, may, by notice
to the Administrative Agent given no later than fifteen (15) days prior to each anniversary of the Amendment No. 4 Closing Date, as
applicable (the “Election Date”), advise the Administrative Agent in writing whether or not it agrees to such extension (each Lender to
respond negatively to such request being referred to herein as a “Non-Extending Lender”); provided, that, any Lender not responding
to such request within such time period shall be deemed to be a Non-Extending Lender. The election of any Lender to agree to such
extension shall not obligate any other Lender to agree.”
(c) Increases in Commitments. Section 2.19(a) of the Existing Credit Agreement is amended by replacing it in its entirety
with the following:
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“(a) Subject to the terms and conditions of this Agreement, on and from the Amendment No. 4 Closing Date, the Borrower
may by delivering to the Administrative Agent and the Lenders a Notice of Revolving Increase in the form of Exhibit E, request
increases to the Lenders’ Commitments (each such request, an “Optional Increase”); provided that: (i) the Borrower may not request
any increase to the Commitments after the occurrence and during the continuance of a Default; (ii) each Optional Increase shall be in a
minimum amount of $50,000,000 and (iii) the aggregate amount of all Optional Increases shall be no more than $250,000,000.”
(d) Representations and Warranties.
(i) Sections 5.04(a) and 5.04(c) of the Existing Credit Agreement are amended and restated by replacing
“December 31, 2014” where it appears therein with “December 31, 2018”;
(ii) Section 5.04(b) of the Existing Credit Agreement is amended to read in its entirety “[Intentionally
Omitted].”
(iii) Sections 5.05, 5.13(a) and 5.13(b) are amended by replacing “the Borrower’s Annual Report on Form 10K for the year ended December 31, 2014” with “the financial statements referenced in Sections 5.04(a) and 5.04(b)
above”
(iv) Section 5.08 of the Existing Credit Agreement is amended by replacing the reference to “Effective Date
or the Amendment No. 1 Closing Date” where it appears therein with “Amendment No. 4 Closing Date”.
(e) Covenants.
(i) Section 6.01(h) of the Existing Credit Agreement is amended by inserting the following immediately prior
to the end period as follows:
“, and to the extent the Borrower is a “legal entity customer” under the Beneficial Ownership Regulation, such certifications as
to its beneficial ownership as any Lender shall reasonably request to enable such Lender to comply with the Beneficial Ownership
Regulation”
(f) Miscellaneous.
(i) Section 9.13 of the Existing Credit Agreement is amended by replacing it in its entirety with the following:
“Section 9.13 USA PATRIOT Act Notice. Each Lender that is subject to the Patriot Act (as hereinafter defined) and the
Beneficial Ownership Regulation and the Administrative Agent (for itself and not on behalf of any Lender) hereby notifies the
Borrower that pursuant to the requirements of the USA PATRIOT Act (Title III of Pub.L. 107-56 (signed into law October 26, 2001))
(the “Patriot Act”) and the Beneficial Ownership Regulation, it is required to obtain, verify and record information that identifies the
Borrower, which information includes the name and address of the Borrower and other information that will allow such Lender or the
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Administrative Agent, as applicable, to identify the Borrower in accordance with the Patriot Act and, to the extent the Borrower is a
“legal entity customer” under the Beneficial Ownership Regulation, the Beneficial Ownership Regulation.”
(ii) Section 5.15 is amended by inserting “or any applicable anti-money laundering law” immediately after “or
any other applicable anti-corruption law” where it first appears therein.
(iii) Section 6.06 is amended by inserting “or in violation of any applicable anti-corruption laws or anti-money
laundering laws” immediately prior to the end period.
(g) Appendices.
(i) Appendix A to the Existing Credit Agreement (Commitments) is amended and replaced in its entirety with
Appendix A annexed hereto.
SECTION 3. LIBOR Discontinuation. From the Amendment No. 4 Closing Date (but subject, for the avoidance of
doubt, to the satisfaction of the condition set forth in the proviso to Section 4(a) hereof), the following amendments to the
Existing Credit Agreement shall becoming effective:
(a) Section 2.14 is amended by replacing it in its entirety with the following:
“Section 2.14 Basis for Determining Interest Rate Inadequate, Unfair or Unavailable.
(a) If on or prior to the first day of any Interest Period for any Euro-Dollar Loan: (i) Lenders having 50% or more of the
aggregate amount of the Commitments advise the Administrative Agent that the Adjusted London Interbank Offered Rate as
determined by the Administrative Agent, will not adequately and fairly reflect the cost to such Lenders of funding their EuroDollar Loans for such Interest Period; or (ii) the Administrative Agent shall determine that no reasonable means exists for
determining the Adjusted London Interbank Offered Rate, the Administrative Agent shall forthwith give notice thereof to the
Borrower and the Lenders, whereupon, until the Administrative Agent notifies the Borrower and the Lenders that the
circumstances giving rise to such suspension no longer exist, (x) the obligations of the Lenders to make Euro-Dollar Loans, or
to convert outstanding Loans into Euro-Dollar Loans shall be suspended; and (y) each outstanding Euro-Dollar Loan shall be
converted into a Base Rate Loan on the last day of the current Interest Period applicable thereto. Unless the Borrower notifies
the Administrative Agent at least two (2) Business Days before the date of (or, if at the time the Borrower receives such notice
the day is the date of, or the date immediately preceding, the date of such Euro-Dollar Borrowing, by 10:00 A.M. (Charlotte,
North Carolina time) on the date of) any Euro-Dollar Borrowing for which a Notice of Borrowing has previously been given
that it elects not to borrow on such date (in which case the Borrower shall not be subject to any liability pursuant to Section
2.12 with
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respect to such election), such Borrowing shall instead be made as a Base Rate Borrowing.
(b) Notwithstanding anything to the contrary in this Agreement or any other Loan Document, if the Administrative
Agent determines (which determination shall be conclusive absent manifest error), or the Borrower or Required Lenders notify
the Administrative Agent (with, in the case of the Required Lenders, a copy to the Borrower) that the Borrower or Required
Lenders (as applicable) have determined, that:
(i) the circumstances set forth in Section 2.14(a)(ii) have occurred and such circumstances are unlikely to be
temporary; or
(ii) the administrator of the London Interbank Offered Rate or a Governmental Authority having jurisdiction
over the Administrative Agent has made a public statement identifying a specific date after which the London Interbank
Offered Rate shall no longer be made available, or used for determining the interest rate of loans (such specific date, the
“Scheduled Unavailability Date”), or
(iii) any applicable interest rate specified herein (other than the Prime Rate or the Federal Funds Rate) is no
longer a widely recognized benchmark rate for newly originated loans in the U.S. syndicated loan market in the
applicable currency,
then, reasonably promptly after such determination by the Administrative Agent or receipt by the Administrative Agent of such
notice, as applicable, the Administrative Agent and such Borrower shall negotiate in good faith to amend this Agreement to replace the
London Interbank Offered Rate with an alternate benchmark rate (including any mathematical or other adjustments to the benchmark
(if any) incorporated therein) (any such proposed rate, a “LIBOR Successor Rate”), together with any proposed LIBOR Successor
Rate Conforming Changes (as defined below) and any such amendment shall become effective at 5:00 P.M. (Charlotte, North Carolina
time) on the fifth Business Day after the Administrative Agent shall have posted such proposed amendment to all Lenders and the
Borrower unless, prior to such time, Lenders comprising the Required Lenders have delivered to the Administrative Agent written
notice that such Required Lenders do not accept such amendment. Such LIBOR Successor Rate shall be applied in a manner
consistent with market practice; provided that to the extent such market practice is not administratively feasible for the Administrative
Agent, such LIBOR Successor Rate shall be applied in a manner as otherwise reasonably determined by the Administrative Agent.
If no LIBOR Successor Rate has been determined and the circumstances under clause (i) above exist or the Scheduled
Unavailability Date has occurred (as applicable), the Administrative Agent will promptly so notify each Borrower and each Lender.
Thereafter, (x) the obligation of the Lenders to make or maintain Euro-Dollar Loans shall be suspended (to the extent of the affected
Euro-Dollar Loans or Interest Periods only), and (y) the London Interbank Offered Rate component shall no longer be utilized in
determining the Base Rate. Upon receipt of such notice,

Source: PPL CORP, 8-K, March 08, 2019

Powered by Morningstar® Document Research℠

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

any Borrower may revoke any pending request for a Borrowing of, conversion to, or continuation of Euro-Dollar Loans (to the extent
of the affected Euro-Dollar Loans or Interest Periods) or, failing that, will be deemed to have converted such request into a Base Rate
Borrowing (subject to the foregoing clause (y)) in the amount specified therein.
Notwithstanding anything else herein, any definition of LIBOR Successor Rate shall provide that in no event shall such
LIBOR Successor Rate be less than 0% for purposes of this Agreement.
For purposes hereof, “LIBOR Successor Rate Conforming Changes” means, with respect to any proposed LIBOR Successor
Rate, any conforming changes to the definition of Base Rate, Interest Period, timing and frequency of determining rates and making
payments of interest and other administrative matters as may be appropriate, determined by the Administrative Agent with the consent
of the Borrower, to reflect the adoption of such LIBOR Successor Rate and to permit the administration thereof by the Administrative
Agent in a manner substantially consistent with market practice (or, if the Administrative Agent determines that adoption of any portion
of such market practice is not administratively feasible or that no market practice for the administration of such LIBOR Successor Rate
exists, in such other manner of administration as the Administrative Agent determines is reasonably necessary in connection with the
administration of this Agreement).”
(b) Section 9.05 is amended by replacing it in its entirety with the following:
“Section 9.05 Amendments and Waivers. Any provision of this Agreement or the Notes may be amended or waived if, but
only if, such amendment or waiver is in writing and is signed by the Borrower and the Required Lenders (and, if the rights or duties of
the Administrative Agent, Swingline Lender or any Issuing Lenders are affected thereby, by the Administrative Agent, Swingline
Lender or such Issuing Lender, as relevant); provided, that the Administrative Agent and the Borrower may, without the consent of
any Lender, enter into amendments or modifications to this Agreement or any of the other Loan Documents or to enter into additional
Loan Documents as the Administrative Agent reasonably deems appropriate in order to implement any LIBOR Successor Rate or
otherwise effectuate the terms of Section 2.14(b) in accordance with the terms of Section 2.14(b); provided, further, that no such
amendment or waiver shall, (a) unless signed by each Lender adversely affected thereby, (i) extend or increase the Commitment of any
Lender or subject any Lender to any additional obligation (it being understood that waivers or modifications of conditions precedent,
covenants, Defaults or of mandatory reductions in the Commitments shall not constitute an increase of the Commitment of any Lender,
and that an increase in the available portion of any Commitment of any Lender as in effect at any time shall not constitute an increase
in such Commitment), (ii) reduce the principal of or rate of interest on any Loan (except in connection with a waiver of applicability of
any post-default increase in interest rates) or the amount to be reimbursed in respect of any Letter of Credit or any interest thereon or
any fees hereunder, (iii) postpone the date fixed for any payment of interest on any Loan or the amount to be reimbursed in respect of
any Letter of Credit or any interest thereon or any fees hereunder or for any scheduled reduction or termination of any Commitment or
(except as expressly provided in Article III) expiration date of any Letter of
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Credit, (iv) postpone or change the date fixed for any scheduled payment of principal of any Loan, (v) change any provision hereof in
a manner that would alter the pro rata funding of Loans required by Section 2.04(b), the pro rata sharing of payments required by
Sections 2.09(b), 2.11(a) or 9.04 or the pro rata reduction of Commitments required by Section 2.08(a) or (vi) change the currency in
which Loans are to be made, Letters of Credit are to be issued or payment under the Loan Documents is to be made, or add additional
borrowers or (b) unless signed by each Lender, change the definition of Required Lender or this Section 9.05 or Section 9.06(a).”
(c) Section 1.01 of the Existing Credit Agreement is amended by inserting the following definitions in their correct
alphabetical order:
“LIBOR Successor Rate” shall have the meaning specified in Section 2.14(b).
“LIBOR Successor Rate Conforming Changes” shall have the meaning specified in Section 2.14(b).
“Scheduled Unavailability Date” shall have the meaning specified in Section 2.14(b).
SECTION 4. Effectiveness. This Amendment shall become effective as of the first date when each of the following
conditions are met (the “Amendment No. 4 Closing Date”):
(a) the Agent shall have received from the Borrower and each Continuing Lender and Lenders constituting Required Lenders
(for the avoidance of doubt, determined prior to the Amendment No. 4 Closing Date) a counterpart hereof signed by such party or
facsimile or other written confirmation (in form satisfactory to the Agent) that such party has signed a counterpart hereof; provided that
notwithstanding the foregoing, the amendments set forth in Section 3 shall not be effective on the Amendment No. 4 Closing Date
unless the Agent shall have received from each Continuing Lender party to the Existing Credit Agreement a counterpart hereof signed
by such party or facsimile or other written confirmation (in form satisfactory to the Agent) that such party has signed a counterpart
hereof;
(b) the Agent shall have received a duly executed revised Note for the account of each Lender requesting delivery of such
Note pursuant to Section 2.05 of the Credit Agreement;
(c) the Agent shall have received satisfactory opinions of counsel for the Borrower, dated the Amendment No. 4 Closing
Date;
(d) the Agent shall have received a certificate dated the Amendment No. 4 Closing Date signed on behalf of the Borrower by
the Chairman of the Board, the President, any Vice President, the Treasurer or any Assistant Treasurer of the Borrower stating that (A)
on the Amendment No. 4 Closing Date, before and after giving effect to this Amendment, no Default shall have occurred and be
continuing and (B) the representations and warranties contained in the Amended Credit Agreement are true and correct on and as of
the Amendment No. 4 Closing
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Date, except to the extent that such representations and warranties specifically refer to an earlier date, in which case they were true and
correct as of such earlier date;
(e) the Agent shall have received (i) a certificate of the Secretary of the Commonwealth of the Commonwealth of
Pennsylvania, dated as of a recent date, as to the good standing of the Borrower and (ii) a certificate of the Secretary or an Assistant
Secretary of the Borrower dated the Amendment No. 4 Closing Date and certifying (A) that attached thereto are true, correct and
complete copies of (x) the Borrower’s articles of incorporation certified by the Secretary of the Commonwealth of the Commonwealth
of Pennsylvania and (y) the bylaws of the Borrower, (B) as to the absence of dissolution or liquidation proceedings by or against the
Borrower, (C) that attached thereto is a true, correct and complete copy of resolutions adopted by the board of directors of the
Borrower authorizing the execution, delivery and performance of this Amendment and each other document delivered in connection
herewith and that such resolutions have not been amended and are in full force and effect on the date of such certificate and (D) as to
the incumbency and specimen signatures of each officer of the Borrower executing this Amendment or any other document delivered
in connection herewith;
(f) all necessary governmental (domestic or foreign), regulatory and third party approvals, if any, in connection with the
transactions contemplated by this Amendment and the other Loan Documents shall have been obtained and remain in full force and
effect, in each case without any action being taken by any competent authority which could restrain or prevent such transaction or
impose, in the reasonable judgment of the Agent, materially adverse conditions upon the consummation of such transactions; provided
that any such approvals with respect to elections by the Borrower to increase the Commitment as contemplated by Section 2.19 of the
Credit Agreement or extend the Termination Date as contemplated by Section 2.08(d) of the Credit Agreement need not be obtained or
provided until the Borrower makes any such election;
(g) each New Lender shall have received all documentation and other information required by regulatory authorities under
applicable “know your customer” and anti-money laundering rules and regulations, including, without limitation, the Patriot Act, and,
to the extent the Borrower is a “legal entity customer” under the Beneficial Ownership Regulation, a beneficial ownership certification
pursuant to the Beneficial Ownership Regulation, as has been reasonably requested in writing;
(h) there shall be no outstanding Loans;
(i) all fees and expenses pursuant to each of the following fee letters shall have been paid in the amounts and manners set
forth therein: (i) that certain Fee Letter dated as of February 13, 2019 among the Borrower, Wells Fargo Securities, LLC and
JPMorgan Chase Bank, N.A. and (ii) that certain Fee Letter dated as of February 13, 2019 among the Borrower and Merrill Lynch,
Pierce, Fenner & Smith Incorporated, Mizuho Bank, Ltd., Citigroup Global Markets Inc. and Barclays Bank PLC; and
(j) the Agent shall have received full payment from the Borrower of the fees and expenses of Davis Polk & Wardwell LLP
which are billed through the Amendment No. 4 Closing
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Date and which have been invoiced one Business Day prior to the Amendment No. 4 Closing Date.
SECTION 5. Changes in Commitments. With effect from and including the Amendment No. 4 Closing Date, (i) each
Person listed on Appendix A hereto that is not a party to the Existing Credit Agreement (each, a “New Lender” and, together
with each Person that is not an Exiting Lender, the “Continuing Lenders”) shall become a Lender party to the Amended
Credit Agreement, (ii) the Commitment of each Lender shall be the amount set forth opposite the name of such Lender on
Appendix A hereto in the column titled “Commitment immediately after giving effect to Amendment No. 4”. On the
Amendment No. 4 Closing Date, any Lender whose name does not appear on Appendix A (each, an “Exiting Lender”) shall
cease to be a Lender party to the Credit Agreement, and all accrued fees and other amounts payable under the Credit
Agreement for the account of each Exiting Lender shall be due and payable on such date; provided that the provisions of
Sections 2.12, 2.16, 2.17 and 9.03 of the Credit Agreement shall continue to inure to the benefit of each Exiting Lender after
the Amendment No. 4 Closing Date. On the Amendment No. 4 Closing Date, the Commitment Ratio of the Continuing
Lenders shall be redetermined giving effect to the adjustments to the Commitments referred to in this Section 3, and the
participations of the Continuing lenders in and the obligations of the Continuing Lenders in respect of any Letters of Credit
outstanding on the Amendment No. 4 Closing Date shall be reallocated to reflect such redetermined Commitment Ratio.
SECTION 6. Full Force and Effect; Ratification. Except as expressly modified herein, all of the terms and conditions
of the Existing Credit Agreement are unchanged, and, as modified hereby, the Borrower confirm and ratify all of the terms,
covenants and conditions of the Existing Credit Agreement. This Amendment constitutes the entire and final agreement among
the parties hereto with respect to the subject matter hereof and there are no other agreements, understandings, undertakings,
representations or warranties among the parties hereto with respect to the subject matter hereof except as set forth herein.
SECTION 7. Governing Law. This Amendment shall be governed by and construed in accordance with the laws of
the State of New York.
SECTION 8. Counterparts. This Amendment may be signed in any number of counterparts, each of which shall be
an original, with the same effect as if the signatures thereto and hereto were upon the same instrument. Delivery of an executed
counterpart of a signature page of this Amendment by email as a “.pdf” or “.tif” attachment shall be effective as delivery of a
manually executed original counterpart of this Amendment.
SECTION 9. Notes. Any Lender receiving a revised Note as contemplated by Section 7(b) above shall on or
promptly after the Amendment No. 4 Closing Date return any prior Note issued under the Existing Credit Agreement to the
Borrower for cancellation.
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SECTION 10. Miscellaneous. This Amendment shall constitute a Loan Document for all purposes of the Credit
Agreement and the other Loan Documents. The provisions of this Amendment are deemed incorporated into the Credit
Agreement as if fully set forth therein. The Borrower shall pay all reasonable out-of-pocket costs and expenses of the Agent
incurred in connection with the negotiation, preparation and execution of this Amendment and the transactions contemplated
hereby. The execution, delivery and effectiveness of this Amendment shall not, except as expressly provided herein, operate as
a waiver of any right, power or remedy of any Lender or the Administrative Agent under any of the Loan Documents, nor
constitute a waiver of any provision of any of the Loan Documents.
[Signature Pages to Follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be duly executed as of the date first above
written.

PPL ELECTRIC UTILITIES CORPORATON

By:
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/s/ Tadd J. Henninger
Name: Tadd J. Henninger
Title: Vice President and Treasurer
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WELLS FARGO BANK, NATIONAL ASSOCIATION, as
Administrative Agent, Issuing Lender, Swingline Lender and a
Lender

By:
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/s/ Keith Luettel
Name: Keith Luettel
Title: Managing Director
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CREDIT SUISSE AG, CAYMAN ISLANDS BRANCH, as a
Lender
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By:

/s/ Mikhail Faybusovich
Name: Mikhail Faybusovich
Title: Authorized Signatory

By:

/s/ Komal Shah
Name: Komal Shah
Title: Authorized Signatory
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BANK OF MONTREAL, CHICAGO BRANCH, as a Lender

By:
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/s/ Brian L. Banke
Name: Brian L. Banke
Title: Managing Director
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SUNTRUST BANK, as a Lender

By:
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/s/ Carmen Malizia
Name: Carmen Malizia
Title: Director
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ROYAL BANK OF CANADA, as a Lender

By:
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/s/ Frank Lambrinos
Name: Frank Lambrinos
Title: Authorized Signatory
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U.S. BANK NATIONAL ASSOCIATION, as a Lender

By:
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/s/ James O’Shaughnessy
Name: James O’Shaughnessy
Title: Vice President
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The Bank of Nova Scotia, as a Lender

By:
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/s/ David Dewar
Name: David Dewar
Title: Director
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BNP PARIBAS, as a Lender
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By:

/s/ Denis O’Meara
Name: Denis O’Meara
Title: Managing Director

By:

/s/ Theodore Sheen
Name: Theodore Sheen
Title: Director
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THE BANK OF NEW YORK MELLON, as a Lender

By:
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/s/ Molly H. Ross
Name: Molly H. Ross
Title: Vice President
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CANADIAN IMPERIAL BANK OF COMMERCE, NEW YORK
BRANCH, as a Lender
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By:

/s/ Anju Abraham
Name: Anju Abraham
Title: Authorized Signatory

By:

/s/ Jim King
Name: Jim King
Title: Authorized Signatory
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BARCLAYS BANK PLC, as a Lender and Issuing Lender

By:
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/s/ Sydney G. Dennis
Name: Sydney G. Dennis
Title: Director
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TD Bank, N.A., as a Lender

By:
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/s/ Shannon Batchman
Name: Shannon Batchman
Title: Senior Vice President
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SANTANDER BANK, N.A., as a Lender

By:

/s/ Carolina Gutierrez
Name: Carolina Gutierrez
Title: Vice President

By:

/s/ Zara Kamal
Name: Zara Kamal
Title: Vice President
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MIZUHO BANK, LTD., as a Lender and Issuing Lender

By:
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/s/ Raymond Ventura
Name: Raymond Ventura
Title: Managing Director
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JPMORGAN CHASE BANK N.A., as a Lender and Issuing Lender

By:

/s/ Juan J. Javellana
Name: Juan J. Javellana
Title: Executive Director
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PNC BANK, NATIONAL ASSOCIATION, as a Lender

By:
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/s/ Thomas E. Redmond
Name: Thomas E. Redmond
Title: Managing Director
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MUFG BANK, LTD., as a Lender

By:

/s/ Chi-Cheng Chen
Name: Chi-Cheng Chen
Title: Director
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BANK OF AMERICA N.A., as a Lender and Issuing Lender

By:

/s/ Margaret Halleland
Name: Margaret Halleland
Title: Vice President
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CITIBANK, N.A., as a Lender and Issuing Lender

By:

Source: PPL CORP, 8-K, March 08, 2019

/s/ Richard Rivera
Name: Richard Rivera
Title: Vice President
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GOLDMAN SACHS BANK USA, as a Lender

By:

/s/ Ryan Durkin
Name: Richard Rivera
Title: Authorized Signatory
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MORGAN STANLEY BANK, N.A., as a lender

By:
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/s/ Michael King
Name: Michael King
Title: Authorized Signatory
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Appendix A
COMMITMENTS

Lender

Commitment immediately prior to
Amendment No. 4 Closing Date

Commitment immediately after giving
effect to Amendment No. 4

Wells Fargo Bank, National Association

$42,250,000

$39,120,370.38

JPMorgan Chase Bank, N.A.

$42,250,000

$39,120,370.38

Bank of America, N.A.

$42,250,000

$39,120,370.37

Barclays Bank PLC

$42,250,000

$39,120,370.37

Citibank, N.A.

$42,250,000

$39,120,370.37

Mizuho Bank, Ltd.

$42,250,000

$39,120,370.37

Bank of Montreal, Chicago Branch

$32,500,000

$30,092,592.59

BNP Paribas

$32,500,000

$30,092,592.59

Canadian Imperial Bank of Commerce, New York
Branch

$32,500,000

$30,092,592.59

Credit Suisse AG, Cayman Islands Branch

$32,500,000

$30,092,592.59

Goldman Sachs Bank USA

$32,500,000

$30,092,592.59

Morgan Stanley Bank, N.A.

$32,500,000

$30,092,592.59

MUFG Bank, Ltd.

$32,500,000

$30,092,592.59

PNC Bank, National Association

$19,500,000

$30,092,592.59

Royal Bank of Canada

$32,500,000

$30,092,592.59

SunTrust Bank

$32,500,000

$30,092,592.59

The Bank of Nova Scotia

$32,500,000

$30,092,592.59

U.S. Bank National Association

$32,500,000

$30,092,592.59

The Bank of New York Mellon

$19,500,000

$18,055,555.56

Santander Bank, N.A.

0

$18,055,555.56

TD Bank, N.A.

0

$18,055,555.56

$650,000,000.00

$650,000,000.00

Total
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Exhibit 10.4
Execution Version
AMENDMENT NO. 4 TO CREDIT AGREEMENT
AMENDMENT dated as of March 8, 2019 (this “Amendment”) to the Amended and Restated Revolving Credit Agreement
dated as of July 28, 2014 (as amended, amended and restated or otherwise modified prior to the date hereof, the “Existing Credit
Agreement” and as amended hereby, the “Amended Credit Agreement”) among LOUISVILLE GAS AND ELECTRIC
COMPANY (the “Borrower”), the LENDERS party thereto (the “Lenders”) and WELLS FARGO BANK, NATIONAL
ASSOCIATION, as Administrative Agent, Issuing Lender and Swingline Lender (the “Agent”).
WITNESSETH:
WHEREAS, the parties hereto desire to amend the Existing Credit Agreement to (i) extend the scheduled Termination Date,
and (ii) make certain other amendments, all as provided herein.
NOW, THEREFORE, the parties hereto agree as follows:
Section 1. Defined Terms; References. Unless otherwise specifically defined herein, each term used herein that is
defined in the Amended Credit Agreement has the meaning assigned to such term in the Amended Credit Agreement. Each
reference to “hereof”, “hereunder”, “herein” and “hereby” and each other similar reference and each reference to “this
Agreement” and each other similar reference contained in the Existing Credit Agreement shall, after this Amendment becomes
effective, refer to the Amended Credit Agreement.
Section 2. Credit Agreement Amendments. With effect from and including the Amendment No. 4 Closing Date, the
Existing Credit Agreement is hereby amended as follows:
(a) Defined Terms.
(i) Section 1.01 of the Existing Credit Agreement is amended by replacing the definitions of the terms listed below in
their entirety with the following:
“FATCA” means Sections 1471 through 1474 of the Internal Revenue Code, as of the date of this Agreement (or any amended
or successor version that is substantively comparable and not materially more onerous to comply with), any current or future
regulations or official interpretations thereof, any agreements entered into pursuant to Section 1471(b)(1) of the Internal Revenue Code
and any fiscal or regulatory legislation, rules or practices adopted pursuant to any intergovernmental agreement, treaty or convention
among Governmental Authorities and implementing such Sections of the Internal Revenue Code.
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“Termination Date” means the earlier to occur of (i) January 26, 2024, as may be extended from time to time pursuant to
Section 2.08(d), and (ii) the date upon which all Commitments shall have been terminated in their entirety in accordance with this
Agreement.
(ii) Section 1.01 of the Existing Credit Agreement is amended by inserting the following definitions in their correct
alphabetical order:
“Amendment No. 4 Closing Date” means March 8, 2019.
“Beneficial Ownership Regulation” means 31 C.F.R. § 1010.230.
(iii) Article I of the Existing Credit Agreement is amended by inserting a new Section 1.02 immediately after Section
1.01 as follows:
“Section 1.02 Divisions. For all purposes under the Loan Documents, pursuant to any statutory division or plan of division
under Delaware law, including a statutory division pursuant to Section 18-217 of the Delaware Limited Liability Company Act (or any
comparable event under a different state’s laws): (a) if any asset, right, obligation or liability of any Person becomes the asset, right,
obligation or liability of one or more different Persons, then such asset, right, obligation or liability shall be deemed to have been
transferred from the original Person to the subsequent Person(s) on the date such division becomes effective, and (b) if any new Person
comes into existence, such new Person shall be deemed to have been organized on the first date of its existence by the holders of its
equity interests on the date such division becomes effective.”
(b) Optional Extensions. Section 2.08(d)(ii) of the Existing Credit Agreement is amended by replacing it in its entirety with
the following:
“(ii) The Borrower may, by sending an Extension Letter to the Administrative Agent (in which case the Administrative
Agent shall promptly deliver a copy to each of the Lenders), not less than thirty (30) nor more than ninety (90) days prior to
each anniversary of the Amendment No. 4 Closing Date (such anniversary, the “Extension Date”) request, but on not more
than one occasion during the term of the revolving credit facilities hereunder, that the Lenders extend the Termination Date
then in effect (the “Current Termination Date”) so that it will occur up to one year after the Current Termination Date. Each
Lender, acting in its sole discretion, may, by notice to the Administrative Agent given no later than fifteen (15) days prior to
each anniversary of the Amendment No. 4 Closing Date, as applicable (the “Election Date”), advise the Administrative Agent
in writing whether or not it agrees to such extension (each Lender to respond negatively to such request being referred to herein
as a “Non-Extending Lender”); provided, that, any Lender not responding to such request within such time period shall be
deemed to be a Non-Extending Lender. The election of any Lender to agree to such extension shall not obligate any other
Lender to agree.”
(c) Increases in Commitments. Section 2.19(a) of the Existing Credit Agreement is amended by replacing it in its entirety
with the following:
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“(a) Subject to the terms and conditions of this Agreement, on and from the Amendment No. 4 Closing Date, the Borrower
may by delivering to the Administrative Agent and the Lenders a Notice of Revolving Increase in the form of Exhibit E, request
increases to the Lenders’ Commitments (each such request, an “Optional Increase”); provided that: (i) the Borrower may not request
any increase to the Commitments after the occurrence and during the continuance of a Default; (ii) each Optional Increase shall be in a
minimum amount of $50,000,000 and (iii) the aggregate amount of all Optional Increases shall be no more than $250,000,000.”
(d) Representations and Warranties.
(i) Sections 5.04(a) and 5.04(c) of the Existing Credit Agreement are amended and restated by replacing “December
31, 2014” where it appears therein with “December 31, 2018”;
(ii) Section 5.04(b) of the Existing Credit Agreement is amended to read in its entirety “[Intentionally Omitted].”
(iii) Sections 5.05, 5.13(a) and 5.13(b) are amended by replacing “the Borrower’s Annual Report on Form 10-K for
the year ended December 31, 2014” with “the financial statements referenced in Sections 5.04(a) and 5.04(b) above”
(iv) Section 5.08 of the Existing Credit Agreement is amended by replacing the reference to “Effective Date or the
Amendment No. 1 Closing Date” where it appears therein with “Amendment No. 4 Closing Date”.
(e) Covenants.
(i) Section 6.01(h) of the Existing Credit Agreement is amended by inserting the following immediately prior to the
end period as follows:
“, and to the extent the Borrower is a “legal entity customer” under the Beneficial Ownership Regulation, such
certifications as to its beneficial ownership as any Lender shall reasonably request to enable such Lender to comply with the
Beneficial Ownership Regulation”
(f) Miscellaneous.
(i) Section 9.13 of the Existing Credit Agreement is amended by replacing it in its entirety with the following:
“Section 9.13 USA PATRIOT Act Notice. Each Lender that is subject to the Patriot Act (as hereinafter defined) and the
Beneficial Ownership Regulation and the Administrative Agent (for itself and not on behalf of any Lender) hereby notifies the
Borrower that pursuant to the requirements of the USA PATRIOT Act (Title III of Pub.L. 107-56 (signed into law October 26, 2001))
(the “Patriot Act”) and the Beneficial Ownership Regulation, it is required to obtain, verify and record information that identifies the
Borrower, which information includes the name
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and address of the Borrower and other information that will allow such Lender or the Administrative Agent, as applicable, to identify
the Borrower in accordance with the Patriot Act and, to the extent the Borrower is a “legal entity customer” under the Beneficial
Ownership Regulation, the Beneficial Ownership Regulation.”
(ii) Section 5.15 is amended by inserting “or any applicable anti-money laundering law” immediately after “or any
other applicable anti-corruption law” where it first appears therein.
(iii) Section 6.06 is amended by inserting “or in violation of any applicable anti-corruption laws or anti-money
laundering laws” immediately prior to the end period.
(g) Appendices.
(i) Appendix A to the Existing Credit Agreement (Commitments) is amended and replaced in its entirety with
Appendix A annexed hereto.
Section 3. LIBOR Discontinuation. From the Amendment No. 4 Closing Date (but subject, for the avoidance of
doubt, to the satisfaction of the condition set forth in the proviso to Section 4(a) hereof), the following amendments to the
Existing Credit Agreement shall becoming effective:
(a) Section 2.14 is amended by replacing it in its entirety with the following:
“Section 2.14 Basis for Determining Interest Rate Inadequate, Unfair or Unavailable.
(a) If on or prior to the first day of any Interest Period for any Euro-Dollar Loan: (i) Lenders having 50% or more of the
aggregate amount of the Commitments advise the Administrative Agent that the Adjusted London Interbank Offered Rate as
determined by the Administrative Agent, will not adequately and fairly reflect the cost to such Lenders of funding their Euro-Dollar
Loans for such Interest Period; or (ii) the Administrative Agent shall determine that no reasonable means exists for determining the
Adjusted London Interbank Offered Rate, the Administrative Agent shall forthwith give notice thereof to the Borrower and the
Lenders, whereupon, until the Administrative Agent notifies the Borrower and the Lenders that the circumstances giving rise to such
suspension no longer exist, (x) the obligations of the Lenders to make Euro-Dollar Loans, or to convert outstanding Loans into EuroDollar Loans shall be suspended; and (y) each outstanding Euro-Dollar Loan shall be converted into a Base Rate Loan on the last day
of the current Interest Period applicable thereto. Unless the Borrower notifies the Administrative Agent at least two (2) Business Days
before the date of (or, if at the time the Borrower receives such notice the day is the date of, or the date immediately preceding, the date
of such Euro-Dollar Borrowing, by 10:00 A.M. (Charlotte, North Carolina time) on the date of) any Euro-Dollar Borrowing for which
a Notice of Borrowing has previously been given that it elects not to borrow on such date (in which case the Borrower shall not be
subject to any liability pursuant to Section 2.12 with respect to such election), such Borrowing shall instead be made as a Base Rate
Borrowing.
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(b) Notwithstanding anything to the contrary in this Agreement or any other Loan Document, if the Administrative Agent
determines (which determination shall be conclusive absent manifest error), or the Borrower or Required Lenders notify the
Administrative Agent (with, in the case of the Required Lenders, a copy to the Borrower) that the Borrower or Required Lenders (as
applicable) have determined, that:
(i)

the circumstances set forth in Section 2.14(a)(ii) have occurred and such circumstances are unlikely to be temporary; or

(ii)

the administrator of the London Interbank Offered Rate or a Governmental Authority having jurisdiction over the
Administrative Agent has made a public statement identifying a specific date after which the London Interbank Offered
Rate shall no longer be made available, or used for determining the interest rate of loans (such specific date, the
“Scheduled Unavailability Date”), or

(iii)

any applicable interest rate specified herein (other than the Prime Rate or the Federal Funds Rate) is no longer a widely
recognized benchmark rate for newly originated loans in the U.S. syndicated loan market in the applicable currency,

then, reasonably promptly after such determination by the Administrative Agent or receipt by the Administrative Agent of such
notice, as applicable, the Administrative Agent and such Borrower shall negotiate in good faith to amend this Agreement to replace the
London Interbank Offered Rate with an alternate benchmark rate (including any mathematical or other adjustments to the benchmark
(if any) incorporated therein) (any such proposed rate, a “LIBOR Successor Rate”), together with any proposed LIBOR Successor
Rate Conforming Changes (as defined below) and any such amendment shall become effective at 5:00 P.M. (Charlotte, North Carolina
time) on the fifth Business Day after the Administrative Agent shall have posted such proposed amendment to all Lenders and the
Borrower unless, prior to such time, Lenders comprising the Required Lenders have delivered to the Administrative Agent written
notice that such Required Lenders do not accept such amendment. Such LIBOR Successor Rate shall be applied in a manner
consistent with market practice; provided that to the extent such market practice is not administratively feasible for the Administrative
Agent, such LIBOR Successor Rate shall be applied in a manner as otherwise reasonably determined by the Administrative Agent.
If no LIBOR Successor Rate has been determined and the circumstances under clause (i) above exist or the Scheduled
Unavailability Date has occurred (as applicable), the Administrative Agent will promptly so notify each Borrower and each Lender.
Thereafter, (x) the obligation of the Lenders to make or maintain Euro-Dollar Loans shall be suspended (to the extent of the affected
Euro-Dollar Loans or Interest Periods only), and (y) the London Interbank Offered Rate component shall no longer be utilized in
determining the Base Rate. Upon receipt of such notice, any Borrower may revoke any pending request for a Borrowing of,
conversion to, or continuation of Euro-Dollar Loans (to the extent of the affected Euro-Dollar Loans or Interest Periods) or, failing that,
will be deemed to have converted such request into a Base Rate Borrowing (subject to the foregoing clause (y)) in the amount
specified therein.
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Notwithstanding anything else herein, any definition of LIBOR Successor Rate shall provide that in no event shall such
LIBOR Successor Rate be less than 0% for purposes of this Agreement.
For purposes hereof, “LIBOR Successor Rate Conforming Changes” means, with respect to any proposed LIBOR Successor
Rate, any conforming changes to the definition of Base Rate, Interest Period, timing and frequency of determining rates and making
payments of interest and other administrative matters as may be appropriate, determined by the Administrative Agent with the consent
of the Borrower, to reflect the adoption of such LIBOR Successor Rate and to permit the administration thereof by the Administrative
Agent in a manner substantially consistent with market practice (or, if the Administrative Agent determines that adoption of any portion
of such market practice is not administratively feasible or that no market practice for the administration of such LIBOR Successor Rate
exists, in such other manner of administration as the Administrative Agent determines is reasonably necessary in connection with the
administration of this Agreement).”
(b) Section 9.05 is amended by replacing it in its entirety with the following:
“Section 9.05 Amendments and Waivers. Any provision of this Agreement or the Notes may be amended or waived if, but
only if, such amendment or waiver is in writing and is signed by the Borrower and the Required Lenders (and, if the rights or duties of
the Administrative Agent, Swingline Lender or any Issuing Lenders are affected thereby, by the Administrative Agent, Swingline
Lender or such Issuing Lender, as relevant); provided, that the Administrative Agent and the Borrower may, without the consent of
any Lender, enter into amendments or modifications to this Agreement or any of the other Loan Documents or to enter into additional
Loan Documents as the Administrative Agent reasonably deems appropriate in order to implement any LIBOR Successor Rate or
otherwise effectuate the terms of Section 2.14(b) in accordance with the terms of Section 2.14(b); provided, further, that no such
amendment or waiver shall, (a) unless signed by each Lender adversely affected thereby, (i) extend or increase the Commitment of any
Lender or subject any Lender to any additional obligation (it being understood that waivers or modifications of conditions precedent,
covenants, Defaults or of mandatory reductions in the Commitments shall not constitute an increase of the Commitment of any Lender,
and that an increase in the available portion of any Commitment of any Lender as in effect at any time shall not constitute an increase
in such Commitment), (ii) reduce the principal of or rate of interest on any Loan (except in connection with a waiver of applicability of
any post-default increase in interest rates) or the amount to be reimbursed in respect of any Letter of Credit or any interest thereon or
any fees hereunder, (iii) postpone the date fixed for any payment of interest on any Loan or the amount to be reimbursed in respect of
any Letter of Credit or any interest thereon or any fees hereunder or for any scheduled reduction or termination of any Commitment or
(except as expressly provided in Article III) expiration date of any Letter of Credit, (iv) postpone or change the date fixed for any
scheduled payment of principal of any Loan, (v) change any provision hereof in a manner that would alter the pro rata funding of
Loans required by Section 2.04(b), the pro rata sharing of payments required by Sections 2.09(b), 2.11(a) or 9.04 or the pro rata
reduction of Commitments required by Section 2.08(a) or (vi) change the currency in which Loans are to be made, Letters of Credit are
to be issued or
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payment under the Loan Documents is to be made, or add additional borrowers or (b) unless signed by each Lender, change the
definition of Required Lender or this Section 9.05 or Section 9.06(a).”
(c) Section 1.01 of the Existing Credit Agreement is amended by inserting the following definitions in their correct
alphabetical order:
“LIBOR Successor Rate” shall have the meaning specified in Section 2.14(b).
“LIBOR Successor Rate Conforming Changes” shall have the meaning specified in Section 2.14(b).
“Scheduled Unavailability Date” shall have the meaning specified in Section 2.14(b).
Section 4. Effectiveness. This Amendment shall become effective as of the first date when each of the following
conditions are met (the “Amendment No. 4 Closing Date”):
(a) the Agent shall have received from the Borrower and each Continuing Lender and Lenders constituting Required Lenders
(for the avoidance of doubt, determined prior to the Amendment No. 4 Closing Date) a counterpart hereof signed by such party or
facsimile or other written confirmation (in form satisfactory to the Agent) that such party has signed a counterpart hereof; provided that
notwithstanding the foregoing, the amendments set forth in Section 3 shall not be effective on the Amendment No. 4 Closing Date
unless the Agent shall have received from each Continuing Lender party to the Existing Credit Agreement a counterpart hereof signed
by such party or facsimile or other written confirmation (in form satisfactory to the Agent) that such party has signed a counterpart
hereof;
(b) the Agent shall have received a duly executed revised Note for the account of each Lender requesting delivery of such
Note pursuant to Section 2.05 of the Credit Agreement;
(c) the Agent shall have received satisfactory opinions of counsel for the Borrower, dated the Amendment No. 4 Closing
Date;
(d) the Agent shall have received a certificate dated the Amendment No. 4 Closing Date signed on behalf of the Borrower by
the Chairman of the Board, the President, any Vice President, the Treasurer or any Assistant Treasurer of the Borrower stating that (A)
on the Amendment No. 4 Closing Date, before and after giving effect to this Amendment, no Default shall have occurred and be
continuing and (B) the representations and warranties contained in the Amended Credit Agreement are true and correct on and as of
the Amendment No. 4 Closing Date, except to the extent that such representations and warranties specifically refer to an earlier date, in
which case they were true and correct as of such earlier date;
(e) the Agent shall have received (i) a certificate of the Secretary of the Commonwealth of the Commonwealth of Kentucky,
dated as of a recent date, as to the good standing of the Borrower and (ii) a certificate of the Secretary or an Assistant Secretary of the
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Borrower dated the Amendment No. 4 Closing Date and certifying (A) that attached thereto are true, correct and complete copies of
(x) the Borrower’s articles of incorporation certified by the Secretary of the Commonwealth of the Commonwealth of Kentucky and
(y) the bylaws of the Borrower, (B) as to the absence of dissolution or liquidation proceedings by or against the Borrower, (C) that
attached thereto is a true, correct and complete copy of resolutions adopted by the board of directors of the Borrower authorizing the
execution, delivery and performance of this Amendment and each other document delivered in connection herewith and that such
resolutions have not been amended and are in full force and effect on the date of such certificate and (D) as to the incumbency and
specimen signatures of each officer of the Borrower executing this Amendment or any other document delivered in connection
herewith;
(f) all necessary governmental (domestic or foreign), regulatory and third party approvals, if any, in connection with the
transactions contemplated by this Amendment and the other Loan Documents shall have been obtained and remain in full force and
effect, in each case without any action being taken by any competent authority which could restrain or prevent such transaction or
impose, in the reasonable judgment of the Agent, materially adverse conditions upon the consummation of such transactions; provided
that any such approvals with respect to elections by the Borrower to increase the Commitment as contemplated by Section 2.19 of the
Credit Agreement or extend the Termination Date as contemplated by Section 2.08(d) of the Credit Agreement need not be obtained or
provided until the Borrower makes any such election;
(g) each New Lender shall have received all documentation and other information required by regulatory authorities under
applicable “know your customer” and anti-money laundering rules and regulations, including, without limitation, the Patriot Act, and,
to the extent the Borrower is a “legal entity customer” under the Beneficial Ownership Regulation, a beneficial ownership certification
pursuant to the Beneficial Ownership Regulation, as has been reasonably requested in writing;
(h) there shall be no outstanding Loans;
(i) all fees and expenses pursuant to each of the following fee letters shall have been paid in the amounts and manners set
forth therein: (i) that certain Fee Letter dated as of February 13, 2019 among the Borrower, Wells Fargo Securities, LLC and
JPMorgan Chase Bank, N.A. and (ii) that certain Fee Letter dated as of February 13, 2019 among the Borrower and Merrill Lynch,
Pierce, Fenner & Smith Incorporated, Mizuho Bank, Ltd., Citigroup Global Markets Inc. and Barclays Bank PLC; and
(j) the Agent shall have received full payment from the Borrower of the fees and expenses of Davis Polk & Wardwell LLP
which are billed through the Amendment No. 4 Closing Date and which have been invoiced one Business Day prior to the
Amendment No. 4 Closing Date.
Section 5. Changes in Commitments. With effect from and including the Amendment No. 4 Closing Date, (i) each
Person listed on Appendix A hereto that is not a party to the Existing Credit Agreement (each, a “New Lender” and, together
with each Person that is not an Exiting Lender, the “Continuing Lenders”) shall become a Lender
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party to the Amended Credit Agreement, (ii) the Commitment of each Lender shall be the amount set forth opposite the name
of such Lender on Appendix A hereto in the column titled “Commitment immediately after giving effect to Amendment No.
4”. On the Amendment No. 4 Closing Date, any Lender whose name does not appear on Appendix A (each, an “Exiting
Lender”) shall cease to be a Lender party to the Credit Agreement, and all accrued fees and other amounts payable under the
Credit Agreement for the account of each Exiting Lender shall be due and payable on such date; provided that the provisions of
Sections 2.12, 2.16, 2.17 and 9.03 of the Credit Agreement shall continue to inure to the benefit of each Exiting Lender after
the Amendment No. 4 Closing Date. On the Amendment No. 4 Closing Date, the Commitment Ratio of the Continuing
Lenders shall be redetermined giving effect to the adjustments to the Commitments referred to in this Section 3, and the
participations of the Continuing lenders in and the obligations of the Continuing Lenders in respect of any Letters of Credit
outstanding on the Amendment No. 4 Closing Date shall be reallocated to reflect such redetermined Commitment Ratio.
Section 6. Full Force and Effect; Ratification. Except as expressly modified herein, all of the terms and conditions of
the Existing Credit Agreement are unchanged, and, as modified hereby, the Borrower confirm and ratify all of the terms,
covenants and conditions of the Existing Credit Agreement. This Amendment constitutes the entire and final agreement among
the parties hereto with respect to the subject matter hereof and there are no other agreements, understandings, undertakings,
representations or warranties among the parties hereto with respect to the subject matter hereof except as set forth herein.
Section 7. Governing Law. This Amendment shall be governed by and construed in accordance with the laws of the
State of New York.
Section 8. Counterparts. This Amendment may be signed in any number of counterparts, each of which shall be an
original, with the same effect as if the signatures thereto and hereto were upon the same instrument. Delivery of an executed
counterpart of a signature page of this Amendment by email as a “.pdf” or “.tif” attachment shall be effective as delivery of a
manually executed original counterpart of this Amendment.
Section 9. Notes. Any Lender receiving a revised Note as contemplated by Section 7(b) above shall on or promptly
after the Amendment No. 4 Closing Date return any prior Note issued under the Existing Credit Agreement to the Borrower for
cancellation.
Section 10. Miscellaneous. This Amendment shall constitute a Loan Document for all purposes of the Credit
Agreement and the other Loan Documents. The provisions of this Amendment are deemed incorporated into the Credit
Agreement as if fully set forth therein. The Borrower shall pay all reasonable out-of-pocket costs and expenses of the Agent
incurred in connection with the negotiation, preparation and execution of this Amendment and the transactions contemplated
hereby. The execution, delivery and effectiveness of this Amendment shall not, except as expressly provided herein, operate as
a waiver of any right, power or remedy of any Lender or the Administrative Agent
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under any of the Loan Documents, nor constitute a waiver of any provision of any of the Loan Documents.
[Signature Pages to Follow]

Source: PPL CORP, 8-K, March 08, 2019

Powered by Morningstar® Document Research℠

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

IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be duly executed as of the date first above
written.

LOUISVILLE GAS AND ELECTRIC COMPANY

By:
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/s/ Daniel K. Arbough
Name: Daniel K. Arbough
Title: Treasurer
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WELLS FARGO BANK, NATIONAL ASSOCIATION, as Administrative Agent,
Issuing Lender, Swingline Lender and a Lender

By:
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/s/ Keith Luettel
Name: Keith Luettel
Title: Managing Director
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CREDIT SUISSE AG, CAYMAN ISLANDS BRANCH, as a Lender
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By:

/s/ Mikhail Faybusovich
Name: Mikhail Faybusovich
Title: Authorized Signatory

By:

/s/ Komal Shah
Name: Komal Shah
Title: Authorized Signatory
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BANK OF MONTREAL, CHICAGO BRANCH, as a Lender

By:
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/s/ Brian L. Banke
Name: Brian L. Banke
Title: Managing Director
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SUNTRUST BANK, as a Lender

By:
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/s/ Carmen Malizia
Name: Carmen Malizia
Title: Director
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ROYAL BANK OF CANADA, as a Lender

By:
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/s/ Frank Lambrinos
Name: Frank Lambrinos
Title: Authorized Signatory
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U.S. BANK NATIONAL ASSOCIATION, as a Lender

By:
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/s/ James O’Shaughnessy
Name: James O’Shaughnessy
Title: Vice President
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The Bank of Nova Scotia, as a Lender

By:
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/s/ David Dewar
Name: David Dewar
Title: Director
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BNP PARIBAS, as a Lender
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By:

/s/ Denis O’Meara
Name: Denis O’Meara
Title: Managing Director

By:

/s/ Theodore Sheen
Name: Theodore Sheen
Title: Director
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THE BANK OF NEW YORK MELLON, as a Lender

By:
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/s/ Molly H. Ross
Name: Molly H. Ross
Title: Vice President
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CANADIAN IMPERIAL BANK OF COMMERCE, NEW YORK BRANCH, as a
Lender
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By:

/s/ Anju Abraham
Name: Anju Abraham
Title: Authorized Signatory

By:

/s/ Jim King
Name: Jim King
Title: Authorized Signatory
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BARCLAYS BANK PLC, as a Lender and Issuing Lender

By:
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/s/ Sydney G. Dennis
Name: Sydney G. Dennis
Title: Director
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TD Bank, N.A., as a Lender

By:
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/s/ Shannon Batchman
Name: Shannon Batchman
Title: Senior Vice President
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SANTANDER BANK, N.A., as a Lender

By:

/s/ Carolina Gutierrez
Name: Carolina Gutierrez
Title: Vice President

By:

/s/ Zara Kamal
Name: Zara Kamal
Title: Vice President
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MIZUHO BANK, LTD., as a Lender and Issuing Lender

By:
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/s/ Raymond Ventura
Name: Raymond Ventura
Title: Managing Director
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JPMORGAN CHASE BANK N.A., as a Lender and Issuing Lender

By:

/s/ Juan J. Javellana
Name: Juan J. Javellana
Title: Executive Director

Source: PPL CORP, 8-K, March 08, 2019

Powered by Morningstar® Document Research℠

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

PNC BANK, NATIONAL ASSOCIATION, as a Lender

By:
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/s/ Thomas E. Redmond
Name: Thomas E. Redmond
Title: Managing Director
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MUFG BANK, LTD., as a Lender

By:
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/s/ Chi-Cheng Chen
Name: Chi-Cheng Chen
Title: Director
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BANK OF AMERICA N.A., as a Lender and Issuing Lender

By:
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/s/ Margaret Halleland
Name: Margaret Halleland
Title: Vice President
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CITIBANK, N.A., as a Lender and Issuing Lender

By:
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/s/ Richard Rivera
Name: Richard Rivera
Title: Vice President
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GOLDMAN SACHS BANK USA, as a Lender

By:

/s/ Ryan Durkin
Name: Ryan Durkin
Title: Authorized Signatory
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MORGAN STANLEY BANK, N.A., as a lender

By:
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/s/ Michael King
Name: Michael King
Title: Authorized Signatory
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Appendix A
COMMITMENTS
Lender

Commitment immediately prior to
Amendment No. 4 Closing Date

Commitment immediately after
giving effect to Amendment No. 4

Wells Fargo Bank, National Association

$32,500,000

$30,092,592.59

JPMorgan Chase Bank, N.A.

$32,500,000

$30,092,592.59

Bank of America, N.A.

$32,500,000

$30,092,592.59

Barclays Bank PLC

$32,500,000

$30,092,592.59

Citibank, N.A.

$32,500,000

$30,092,592.59

Mizuho Bank, Ltd.

$32,500,000

$30,092,592.59

Bank of Montreal, Chicago Branch

$25,000,000

$23,148,148.15

BNP Paribas

$25,000,000

$23,148,148.15

Canadian Imperial Bank of Commerce, New York
Branch

$25,000,000

$23,148,148.15

Credit Suisse AG, Cayman Islands Branch

$25,000,000

$23,148,148.15

Goldman Sachs Bank USA

$25,000,000

$23,148,148.15

Morgan Stanley Bank, N.A.

$25,000,000

$23,148,148.15

MUFG Bank, Ltd.

$25,000,000

$23,148,148.15

PNC Bank, National Association

$15,000,000

$23,148,148.15

Royal Bank of Canada

$25,000,000

$23,148,148.15

SunTrust Bank

$25,000,000

$23,148,148.15

The Bank of Nova Scotia

$25,000,000

$23,148,148.15

U.S. Bank National Association

$25,000,000

$23,148,148.15

The Bank of New York Mellon

$15,000,000

$13,888,888.88

Santander Bank, N.A.

0

$13,888,888.89

TD Bank, N.A.

0

$13,888,888.89

$500,000,000.00

$500,000,000.00

Total

Source: PPL CORP, 8-K, March 08, 2019

Powered by Morningstar® Document Research℠

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

Exhibit 10.5
Execution Version

AMENDMENT NO. 4 TO CREDIT AGREEMENT
AMENDMENT dated as of March 8, 2019 (this “Amendment”) to the Amended and Restated Revolving Credit Agreement
dated as of July 28, 2014 (as amended, amended and restated or otherwise modified prior to the date hereof, the “Existing Credit
Agreement” and as amended hereby, the “Amended Credit Agreement”) among KENTUCKY UTILITIES COMPANY (the
“Borrower”), the LENDERS party thereto (the “Lenders”) and WELLS FARGO BANK, NATIONAL ASSOCIATION, as
Administrative Agent, Issuing Lender and Swingline Lender (the “Agent”).
WITNESSETH:
WHEREAS, the parties hereto desire to amend the Existing Credit Agreement to (i) extend the scheduled Termination Date,
and (ii) make certain other amendments, all as provided herein.
NOW, THEREFORE, the parties hereto agree as follows:
SECTION 1. Defined Terms; References. Unless otherwise specifically defined herein, each term used herein that is
defined in the Amended Credit Agreement has the meaning assigned to such term in the Amended Credit Agreement. Each
reference to “hereof”, “hereunder”, “herein” and “hereby” and each other similar reference and each reference to “this
Agreement” and each other similar reference contained in the Existing Credit Agreement shall, after this Amendment becomes
effective, refer to the Amended Credit Agreement.
SECTION 2. Credit Agreement Amendments. With effect from and including the Amendment No. 4 Closing Date,
the Existing Credit Agreement is hereby amended as follows:
(a) Defined Terms.
(i) Section 1.01 of the Existing Credit Agreement is amended by replacing the definitions of the terms listed
below in their entirety with the following:
“FATCA” means Sections 1471 through 1474 of the Internal Revenue Code, as of the date of this Agreement (or any amended
or successor version that is substantively comparable and not materially more onerous to comply with), any current or future
regulations or official interpretations thereof, any agreements entered into pursuant to Section 1471(b)(1) of the Internal Revenue Code
and any fiscal or regulatory legislation, rules or practices adopted
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pursuant to any intergovernmental agreement, treaty or convention among Governmental Authorities and implementing such Sections
of the Internal Revenue Code.
“Termination Date” means the earlier to occur of (i) January 26, 2024, as may be extended from time to time pursuant to
Section 2.08(d), and (ii) the date upon which all Commitments shall have been terminated in their entirety in accordance with this
Agreement.
(ii) Section 1.01 of the Existing Credit Agreement is amended by inserting the following definitions in their
correct alphabetical order:
“Amendment No. 4 Closing Date” means March 8, 2019.
“Beneficial Ownership Regulation” means 31 C.F.R. § 1010.230.
(iii) Article I of the Existing Credit Agreement is amended by inserting a new Section 1.02 immediately after
Section 1.01 as follows:
“Section 1.02 Divisions. For all purposes under the Loan Documents, pursuant to any statutory division or plan of division
under Delaware law, including a statutory division pursuant to Section 18-217 of the Delaware Limited Liability Company Act (or any
comparable event under a different state’s laws): (a) if any asset, right, obligation or liability of any Person becomes the asset, right,
obligation or liability of one or more different Persons, then such asset, right, obligation or liability shall be deemed to have been
transferred from the original Person to the subsequent Person(s) on the date such division becomes effective, and (b) if any new Person
comes into existence, such new Person shall be deemed to have been organized on the first date of its existence by the holders of its
equity interests on the date such division becomes effective.”
(b) Optional Extensions. Section 2.08(d)(ii) of the Existing Credit Agreement is amended by replacing it in its entirety with
the following:
“(ii) The Borrower may, by sending an Extension Letter to the Administrative Agent (in which case the Administrative
Agent shall promptly deliver a copy to each of the Lenders), not less than thirty (30) nor more than ninety (90) days prior to
each anniversary of the Amendment No. 4 Closing Date (such anniversary, the “Extension Date”) request, but on not more
than one occasion during the term of the revolving credit facilities hereunder, that the Lenders extend the Termination Date
then in effect (the “Current Termination Date”) so that it will occur up to one year after the Current Termination Date. Each
Lender, acting in its sole discretion, may, by notice to the Administrative Agent given no later than fifteen (15) days prior to
each anniversary of the Amendment No. 4 Closing Date, as applicable (the “Election Date”), advise the Administrative Agent
in writing whether or not it agrees to such extension (each Lender to respond negatively to such request being referred to herein
as a “Non-Extending Lender”); provided, that, any Lender not responding to such request within such time period shall be
deemed to be a Non-Extending Lender. The election of any Lender to agree to such extension shall not obligate any other
Lender to agree.”
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(c) Increases in Commitments. Section 2.19(a) of the Existing Credit Agreement is amended by replacing it in its entirety
with the following:
“(a) Subject to the terms and conditions of this Agreement, on and from the Amendment No. 4 Closing Date, the
Borrower may by delivering to the Administrative Agent and the Lenders a Notice of Revolving Increase in the form of
Exhibit E, request increases to the Lenders’ Commitments (each such request, an “Optional Increase”); provided that: (i) the
Borrower may not request any increase to the Commitments after the occurrence and during the continuance of a Default; (ii)
each Optional Increase shall be in a minimum amount of $50,000,000 and (iii) the aggregate amount of all Optional Increases
shall be no more than $250,000,000.”
(d) Representations and Warranties.
(i) Sections 5.04(a) and 5.04(c) of the Existing Credit Agreement are amended and restated by replacing
“December 31, 2014” where it appears therein with “December 31, 2018”;
(ii) Section 5.04(b) of the Existing Credit Agreement is amended to read in its entirety “[Intentionally
Omitted].”
(iii) Section 5.08 of the Existing Credit Agreement is amended by replacing the reference to “Effective Date
or the Amendment No. 1 Closing Date” where it appears therein with “Amendment No. 4 Closing Date”.
(e) Covenants.
(i) Section 6.01(h) of the Existing Credit Agreement is amended by inserting the following immediately prior
to the end period as follows:
“, and to the extent the Borrower is a “legal entity customer” under the Beneficial Ownership Regulation, such certifications as
to its beneficial ownership as any Lender shall reasonably request to enable such Lender to comply with the Beneficial Ownership
Regulation”
(f) Miscellaneous.
(i) Section 9.13 of the Existing Credit Agreement is amended by replacing it in its entirety with the following:
“Section 9.13 USA PATRIOT Act Notice. Each Lender that is subject to the Patriot Act (as hereinafter defined) and the
Beneficial Ownership Regulation and the Administrative Agent (for itself and not on behalf of any Lender) hereby notifies the
Borrower that pursuant to the requirements of the USA PATRIOT Act (Title III of Pub.L. 107-56 (signed into law October 26, 2001))
(the “Patriot Act”) and the Beneficial Ownership Regulation, it is required to obtain, verify and record information that identifies the
Borrower, which information includes the name and address of the Borrower and other information that will allow such Lender or the
Administrative Agent, as applicable, to identify the Borrower in accordance with the Patriot Act
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and, to the extent the Borrower is a “legal entity customer” under the Beneficial Ownership Regulation, the Beneficial Ownership
Regulation.”
(ii) Section 5.15 is amended by inserting “or any applicable anti-money laundering law” immediately after “or
any other applicable anti-corruption law” where it first appears therein.
(iii) Section 6.06 is amended by inserting “or in violation of any applicable anti-corruption laws or anti-money
laundering laws” immediately prior to the end period.
(g) Appendices.
(i) Appendix A to the Existing Credit Agreement (Commitments) is amended and replaced in its entirety with
Appendix A annexed hereto.
SECTION 3. LIBOR Discontinuation. From the Amendment No. 4 Closing Date (but subject, for the avoidance of
doubt, to the satisfaction of the condition set forth in the proviso to Section 4(a) hereof), the following amendments to the
Existing Credit Agreement shall becoming effective:
(a) Section 2.14 is amended by replacing it in its entirety with the following:
“Section 2.14 Basis for Determining Interest Rate Inadequate, Unfair or Unavailable.
(a) If on or prior to the first day of any Interest Period for any Euro-Dollar Loan: (i) Lenders having 50% or more of the
aggregate amount of the Commitments advise the Administrative Agent that the Adjusted London Interbank Offered Rate as
determined by the Administrative Agent, will not adequately and fairly reflect the cost to such Lenders of funding their EuroDollar Loans for such Interest Period; or (ii) the Administrative Agent shall determine that no reasonable means exists for
determining the Adjusted London Interbank Offered Rate, the Administrative Agent shall forthwith give notice thereof to the
Borrower and the Lenders, whereupon, until the Administrative Agent notifies the Borrower and the Lenders that the
circumstances giving rise to such suspension no longer exist, (x) the obligations of the Lenders to make Euro-Dollar Loans, or
to convert outstanding Loans into Euro-Dollar Loans shall be suspended; and (y) each outstanding Euro-Dollar Loan shall be
converted into a Base Rate Loan on the last day of the current Interest Period applicable thereto. Unless the Borrower notifies
the Administrative Agent at least two (2) Business Days before the date of (or, if at the time the Borrower receives such notice
the day is the date of, or the date immediately preceding, the date of such Euro-Dollar Borrowing, by 10:00 A.M. (Charlotte,
North Carolina time) on the date of) any Euro-Dollar Borrowing for which a Notice of Borrowing has previously been given
that it elects not to borrow on such date (in which case the Borrower shall not be subject to any liability pursuant to Section
2.12 with respect to such election), such Borrowing shall instead be made as a Base Rate Borrowing.
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(b) Notwithstanding anything to the contrary in this Agreement or any other Loan Document, if the Administrative
Agent determines (which determination shall be conclusive absent manifest error), or the Borrower or Required Lenders notify
the Administrative Agent (with, in the case of the Required Lenders, a copy to the Borrower) that the Borrower or Required
Lenders (as applicable) have determined, that:
(i) the circumstances set forth in Section 2.14(a)(ii) have occurred and such circumstances are unlikely to be
temporary; or
(ii) the administrator of the London Interbank Offered Rate or a Governmental Authority having jurisdiction
over the Administrative Agent has made a public statement identifying a specific date after which the London Interbank
Offered Rate shall no longer be made available, or used for determining the interest rate of loans (such specific date, the
“Scheduled Unavailability Date”), or
(iii) any applicable interest rate specified herein (other than the Prime Rate or the Federal Funds Rate) is no longer a widely
recognized benchmark rate for newly originated loans in the U.S. syndicated loan market in the applicable currency,
then, reasonably promptly after such determination by the Administrative Agent or receipt by the Administrative Agent of such
notice, as applicable, the Administrative Agent and such Borrower shall negotiate in good faith to amend this Agreement to replace the
London Interbank Offered Rate with an alternate benchmark rate (including any mathematical or other adjustments to the benchmark
(if any) incorporated therein) (any such proposed rate, a “LIBOR Successor Rate”), together with any proposed LIBOR Successor
Rate Conforming Changes (as defined below) and any such amendment shall become effective at 5:00 P.M. (Charlotte, North Carolina
time) on the fifth Business Day after the Administrative Agent shall have posted such proposed amendment to all Lenders and the
Borrower unless, prior to such time, Lenders comprising the Required Lenders have delivered to the Administrative Agent written
notice that such Required Lenders do not accept such amendment. Such LIBOR Successor Rate shall be applied in a manner
consistent with market practice; provided that to the extent such market practice is not administratively feasible for the Administrative
Agent, such LIBOR Successor Rate shall be applied in a manner as otherwise reasonably determined by the Administrative Agent.
If no LIBOR Successor Rate has been determined and the circumstances under clause (i) above exist or the Scheduled
Unavailability Date has occurred (as applicable), the Administrative Agent will promptly so notify each Borrower and each Lender.
Thereafter, (x) the obligation of the Lenders to make or maintain Euro-Dollar Loans shall be suspended (to the extent of the affected
Euro-Dollar Loans or Interest Periods only), and (y) the London Interbank Offered Rate component shall no longer be utilized in
determining the Base Rate. Upon receipt of such notice, any Borrower may revoke any pending request for a Borrowing of,
conversion to, or continuation of Euro-Dollar Loans (to the extent of the affected Euro-Dollar Loans or Interest Periods) or, failing that,
will be deemed to have converted such request into a Base Rate Borrowing (subject to the foregoing clause (y)) in the amount
specified therein.
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Notwithstanding anything else herein, any definition of LIBOR Successor Rate shall provide that in no event shall such
LIBOR Successor Rate be less than 0% for purposes of this Agreement.
For purposes hereof, “LIBOR Successor Rate Conforming Changes” means, with respect to any proposed LIBOR Successor
Rate, any conforming changes to the definition of Base Rate, Interest Period, timing and frequency of determining rates and making
payments of interest and other administrative matters as may be appropriate, determined by the Administrative Agent with the consent
of the Borrower, to reflect the adoption of such LIBOR Successor Rate and to permit the administration thereof by the Administrative
Agent in a manner substantially consistent with market practice (or, if the Administrative Agent determines that adoption of any portion
of such market practice is not administratively feasible or that no market practice for the administration of such LIBOR Successor Rate
exists, in such other manner of administration as the Administrative Agent determines is reasonably necessary in connection with the
administration of this Agreement).”
(b) Section 9.05 is amended by replacing it in its entirety with the following:
“Section 9.05 Amendments and Waivers. Any provision of this Agreement or the Notes may be amended or waived if, but
only if, such amendment or waiver is in writing and is signed by the Borrower and the Required Lenders (and, if the rights or duties of
the Administrative Agent, Swingline Lender or any Issuing Lenders are affected thereby, by the Administrative Agent, Swingline
Lender or such Issuing Lender, as relevant); provided, that the Administrative Agent and the Borrower may, without the consent of
any Lender, enter into amendments or modifications to this Agreement or any of the other Loan Documents or to enter into additional
Loan Documents as the Administrative Agent reasonably deems appropriate in order to implement any LIBOR Successor Rate or
otherwise effectuate the terms of Section 2.14(b) in accordance with the terms of Section 2.14(b); provided, further, that no such
amendment or waiver shall, (a) unless signed by each Lender adversely affected thereby, (i) extend or increase the Commitment of any
Lender or subject any Lender to any additional obligation (it being understood that waivers or modifications of conditions precedent,
covenants, Defaults or of mandatory reductions in the Commitments shall not constitute an increase of the Commitment of any Lender,
and that an increase in the available portion of any Commitment of any Lender as in effect at any time shall not constitute an increase
in such Commitment), (ii) reduce the principal of or rate of interest on any Loan (except in connection with a waiver of applicability of
any post-default increase in interest rates) or the amount to be reimbursed in respect of any Letter of Credit or any interest thereon or
any fees hereunder, (iii) postpone the date fixed for any payment of interest on any Loan or the amount to be reimbursed in respect of
any Letter of Credit or any interest thereon or any fees hereunder or for any scheduled reduction or termination of any Commitment or
(except as expressly provided in Article III) expiration date of any Letter of Credit, (iv) postpone or change the date fixed for any
scheduled payment of principal of any Loan, (v) change any provision hereof in a manner that would alter the pro rata funding of
Loans required by Section 2.04(b), the pro rata sharing of payments required by Sections 2.09(b), 2.11(a) or 9.04 or the pro rata
reduction of Commitments required by Section 2.08(a) or (vi) change the currency in which Loans are to be made, Letters of Credit are
to be issued or
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payment under the Loan Documents is to be made, or add additional borrowers or (b) unless signed by each Lender, change the
definition of Required Lender or this Section 9.05 or Section 9.06(a).”
(c) Section 1.01 of the Existing Credit Agreement is amended by inserting the following definitions in their correct
alphabetical order:
“LIBOR Successor Rate” shall have the meaning specified in Section 2.14(b).
“LIBOR Successor Rate Conforming Changes” shall have the meaning specified in Section 2.14(b).
“Scheduled Unavailability Date” shall have the meaning specified in Section 2.14(b).
SECTION 4. Effectiveness. This Amendment shall become effective as of the first date when each of the following
conditions are met (the “Amendment No. 4 Closing Date”):
(a) the Agent shall have received from the Borrower and each Continuing Lender and Lenders constituting Required Lenders
(for the avoidance of doubt, determined prior to the Amendment No. 4 Closing Date) a counterpart hereof signed by such party or
facsimile or other written confirmation (in form satisfactory to the Agent) that such party has signed a counterpart hereof; provided that
notwithstanding the foregoing, the amendments set forth in Section 3 shall not be effective on the Amendment No. 4 Closing Date
unless the Agent shall have received from each Continuing Lender party to the Existing Credit Agreement a counterpart hereof signed
by such party or facsimile or other written confirmation (in form satisfactory to the Agent) that such party has signed a counterpart
hereof;
(b) the Agent shall have received a duly executed revised Note for the account of each Lender requesting delivery of such
Note pursuant to Section 2.05 of the Credit Agreement;
(c) the Agent shall have received satisfactory opinions of counsel for the Borrower, dated the Amendment No. 4 Closing
Date;
(d) the Agent shall have received a certificate dated the Amendment No. 4 Closing Date signed on behalf of the Borrower by
the Chairman of the Board, the President, any Vice President, the Treasurer or any Assistant Treasurer of the Borrower stating that (A)
on the Amendment No. 4 Closing Date, before and after giving effect to this Amendment, no Default shall have occurred and be
continuing and (B) the representations and warranties contained in the Amended Credit Agreement are true and correct on and as of
the Amendment No. 4 Closing Date, except to the extent that such representations and warranties specifically refer to an earlier date, in
which case they were true and correct as of such earlier date;
(e) the Agent shall have received (i) a certificate of the Secretary of the Commonwealth of the Commonwealth of Kentucky
and a certificate of the Secretary of the Commonwealth of the Commonwealth of Virginia, dated as of a recent date, as to the good
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standing of the Borrower and (ii) a certificate of the Secretary or an Assistant Secretary of the Borrower dated the Amendment No. 4
Closing Date and certifying (A) that attached thereto are true, correct and complete copies of (x) the Borrower’s articles of
incorporation certified by the Secretary of the Commonwealth of the Commonwealth of Kentucky and the Secretary of the
Commonwealth of the Commonwealth of Virginia and (y) the bylaws of the Borrower, (B) as to the absence of dissolution or
liquidation proceedings by or against the Borrower, (C) that attached thereto is a true, correct and complete copy of resolutions adopted
by the board of directors of the Borrower authorizing the execution, delivery and performance of this Amendment and each other
document delivered in connection herewith and that such resolutions have not been amended and are in full force and effect on the date
of such certificate and (D) as to the incumbency and specimen signatures of each officer of the Borrower executing this Amendment or
any other document delivered in connection herewith;
(f) all necessary governmental (domestic or foreign), regulatory and third party approvals, if any, in connection with the
transactions contemplated by this Amendment and the other Loan Documents shall have been obtained and remain in full force and
effect, in each case without any action being taken by any competent authority which could restrain or prevent such transaction or
impose, in the reasonable judgment of the Agent, materially adverse conditions upon the consummation of such transactions; provided
that any such approvals with respect to elections by the Borrower to increase the Commitment as contemplated by Section 2.19 of the
Credit Agreement or extend the Termination Date as contemplated by Section 2.08(d) of the Credit Agreement need not be obtained or
provided until the Borrower makes any such election;
(g) each New Lender shall have received all documentation and other information required by regulatory authorities under
applicable “know your customer” and anti-money laundering rules and regulations, including, without limitation, the Patriot Act, and,
to the extent the Borrower is a “legal entity customer” under the Beneficial Ownership Regulation, a beneficial ownership certification
pursuant to the Beneficial Ownership Regulation, as has been reasonably requested in writing;
(h) there shall be no outstanding Loans;
(i) all fees and expenses pursuant to each of the following fee letters shall have been paid in the amounts and manners set
forth therein: (i) that certain Fee Letter dated as of February 13, 2019 among the Borrower, Wells Fargo Securities, LLC and
JPMorgan Chase Bank, N.A. and (ii) that certain Fee Letter dated as of February 13, 2019 among the Borrower and Merrill Lynch,
Pierce, Fenner & Smith Incorporated, Mizuho Bank, Ltd., Citigroup Global Markets Inc. and Barclays Bank PLC; and
(j) the Agent shall have received full payment from the Borrower of the fees and expenses of Davis Polk & Wardwell LLP
which are billed through the Amendment No. 4 Closing Date and which have been invoiced one Business Day prior to the
Amendment No. 4 Closing Date.
SECTION 5. Changes in Commitments. With effect from and including the Amendment No. 4 Closing Date, (i) each
Person listed on Appendix A hereto that is not a
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party to the Existing Credit Agreement (each, a “New Lender” and, together with each Person that is not an Exiting Lender,
the “Continuing Lenders”) shall become a Lender party to the Amended Credit Agreement, (ii) the Commitment of each
Lender shall be the amount set forth opposite the name of such Lender on Appendix A hereto in the column titled
“Commitment immediately after giving effect to Amendment No. 4”. On the Amendment No. 4 Closing Date, any Lender
whose name does not appear on Appendix A (each, an “Exiting Lender”) shall cease to be a Lender party to the Credit
Agreement, and all accrued fees and other amounts payable under the Credit Agreement for the account of each Exiting Lender
shall be due and payable on such date; provided that the provisions of Sections 2.12, 2.16, 2.17 and 9.03 of the Credit
Agreement shall continue to inure to the benefit of each Exiting Lender after the Amendment No. 4 Closing Date. On the
Amendment No. 4 Closing Date, the Commitment Ratio of the Continuing Lenders shall be redetermined giving effect to the
adjustments to the Commitments referred to in this Section 3, and the participations of the Continuing lenders in and the
obligations of the Continuing Lenders in respect of any Letters of Credit outstanding on the Amendment No. 4 Closing Date
shall be reallocated to reflect such redetermined Commitment Ratio.
SECTION 6. Full Force and Effect; Ratification. Except as expressly modified herein, all of the terms and conditions
of the Existing Credit Agreement are unchanged, and, as modified hereby, the Borrower confirm and ratify all of the terms,
covenants and conditions of the Existing Credit Agreement. This Amendment constitutes the entire and final agreement among
the parties hereto with respect to the subject matter hereof and there are no other agreements, understandings, undertakings,
representations or warranties among the parties hereto with respect to the subject matter hereof except as set forth herein.
SECTION 7. Governing Law. This Amendment shall be governed by and construed in accordance with the laws of
the State of New York.
SECTION 8. Counterparts. This Amendment may be signed in any number of counterparts, each of which shall be
an original, with the same effect as if the signatures thereto and hereto were upon the same instrument. Delivery of an executed
counterpart of a signature page of this Amendment by email as a “.pdf” or “.tif” attachment shall be effective as delivery of a
manually executed original counterpart of this Amendment.
SECTION 9. Notes. Any Lender receiving a revised Note as contemplated by Section 7(b) above shall on or
promptly after the Amendment No. 4 Closing Date return any prior Note issued under the Existing Credit Agreement to the
Borrower for cancellation.
SECTION 10. Miscellaneous. This Amendment shall constitute a Loan Document for all purposes of the Credit
Agreement and the other Loan Documents. The provisions of this Amendment are deemed incorporated into the Credit
Agreement as if fully set forth therein. The Borrower shall pay all reasonable out-of-pocket costs and expenses of the Agent
incurred in connection with the negotiation, preparation and execution of this Amendment and the transactions contemplated
hereby. The execution,

Source: PPL CORP, 8-K, March 08, 2019

Powered by Morningstar® Document Research℠

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

delivery and effectiveness of this Amendment shall not, except as expressly provided herein, operate as a waiver of any right,
power or remedy of any Lender or the Administrative Agent under any of the Loan Documents, nor constitute a waiver of any
provision of any of the Loan Documents.

[Signature Pages to Follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be duly executed as of the date first above
written.

KENTUCKY UTILITIES COMPANY

By:

Source: PPL CORP, 8-K, March 08, 2019

/s/ Daniel K. Arbough
Name: Daniel K. Arbough
Title: Treasurer
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WELLS FARGO BANK, NATIONAL
ASSOCIATION, as Administrative Agent,
Issuing Lender, Swingline Lender and a
Lender

By:
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/s/ Keith Luettel
Name: Keith Luettel
Title: Managing Director
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CREDIT SUISSE AG, CAYMAN ISLANDS BRANCH, as a Lender
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By:

/s/ Mikhail Faybusovich
Name: Mikhail Faybusovich
Title: Authorized Signatory

By:

/s/ Komal Shah
Name: Komal Shah
Title: Authorized Signatory
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BANK OF MONTREAL, CHICAGO BRANCH, as a Lender

By:
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/s/ Brian L. Banke
Name: Brian L. Banke
Title: Managing Director
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SUNTRUST BANK, as a Lender

By:
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/s/ Carmen Malizia
Name: Carmen Malizia
Title: Director
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ROYAL BANK OF CANADA, as a Lender

By:
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/s/ Frank Lambrinos
Name: Frank Lambrinos
Title: Authorized Signatory
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U.S. BANK NATIONAL ASSOCIATION, as a Lender

By:
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/s/ James O’Shaughnessy
Name: James O’Shaughnessy
Title: Vice President

Powered by Morningstar® Document Research℠

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

The Bank of Nova Scotia, as a Lender

By:
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/s/ David Dewar
Name: David Dewar
Title: Director
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BNP PARIBAS, as a Lender
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By:

/s/ Denis O’Meara
Name: Denis O’Meara
Title: Managing Director

By:

/s/ Theodore Sheen
Name: Theodore Sheen
Title: Director
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THE BANK OF NEW YORK MELLON, as a Lender

By:
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/s/ Molly H. Ross
Name: Molly H. Ross
Title: Vice President
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CANADIAN IMPERIAL BANK OF COMMERCE, NEW YORK
BRANCH, as a Lender
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By:

/s/ Anju Abraham
Name: Anju Abraham
Title: Authorized Signatory

By:

/s/ Jim King
Name: Jim King
Title: Authorized Signatory

Powered by Morningstar® Document Research℠

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

BARCLAYS BANK PLC, as a Lender and Issuing Lender

By:
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/s/ Sydney G. Dennis
Name: Sydney G. Dennis
Title: Director
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TD Bank, N.A., as a Lender

By:
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/s/ Shannon Batchman
Name: Shannon Batchman
Title: Senior Vice President
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SANTANDER BANK, N.A., as a Lender
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By:

/s/ Carolina Gutierrez
Name: Carolina Gutierrez
Title: Vice President

By:

/s/ Zara Kamal
Name: Zara Kamal
Title: Vice President
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MIZUHO BANK, LTD., as a Lender and Issuing Lender

By:
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/s/ Raymond Ventura
Name: Raymond Ventura
Title: Managing Director
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JPMORGAN CHASE BANK, N.A., as a Lender and Issuing Lender

By:

/s/ Juan J. Javellana
Name: Juan J. Javellana
Title: Executive Director
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PNC BANK, NATIONAL ASSOCIATION, as a Lender

By:
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/s/ Thomas E. Redmond
Name: Thomas E. Redmond
Title: Managing Director
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MUFG BANK, LTD., as a Lender

By:

/s/ Chi-Cheng Chen
Name: Chi-Cheng Chen
Title: Director
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BANK OF AMERICA, N.A., as a Lender and Issuing Lender

By:
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/s/ Margaret Halleland
Name: Margaret Halleland
Title: Vice President
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CITIBANK, N.A., as a Lender and Issuing Lender

By:
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/s/ Richard Rivera
Name: Richard Rivera
Title: Vice President
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GOLDMAN SACHS BANK USA, as a Lender

By:

/s/ Ryan Durkin
Name: Ryan Durkin
Title: Vice President
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MORGAN STANLEY BANK, N.A., as a lender

By:
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/s/ Michael King
Name: Michael King
Title: Authorized Signatory
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Appendix A
COMMITMENTS

Lender

Commitment immediately prior to
Amendment No. 4 Closing Date

Commitment immediately after giving
effect to Amendment No. 4

Wells Fargo Bank, National Association

$26,000,000

$24,074,074.07

JPMorgan Chase Bank, N.A.

$26,000,000

$24,074,074.07

Bank of America, N.A.

$26,000,000

$24,074,074.08

Barclays Bank PLC

$26,000,000

$24,074,074.07

Citibank, N.A.

$26,000,000

$24,074,074.07

Mizuho Bank, Ltd.

$26,000,000

$24,074,074.07

Bank of Montreal, Chicago Branch

$20,000,000

$18,518,518.52

BNP Paribas

$20,000,000

$18,518,518.52

Canadian Imperial Bank of Commerce, New York
Branch

$20,000,000

$18,518,518.52

Credit Suisse AG, Cayman Islands Branch

$20,000,000

$18,518,518.52

Goldman Sachs Bank USA

$20,000,000

$18,518,518.52

Morgan Stanley Bank, N.A.

$20,000,000

$18,518,518.52

MUFG Bank, Ltd.

$20,000,000

$18,518,518.52

PNC Bank, National Association

$12,000,000

$18,518,518.52

Royal Bank of Canada

$20,000,000

$18,518,518.52

SunTrust Bank

$20,000,000

$18,518,518.52

The Bank of Nova Scotia

$20,000,000

$18,518,518.52

U.S. Bank National Association

$20,000,000

$18,518,518.52

The Bank of New York Mellon

$12,000,000

$11,111,111.11

Santander Bank, N.A.

0

$11,111,111.11

TD Bank, N.A.

0

$11,111,111.11

$400,000,000.00

$400,000,000.00

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

FORM 8-K
CURRENT REPORT
Pursuant to Section 13 or 15(d)
of the Securities Exchange Act of 1934
Date of Report (Date of earliest event reported): March 18, 2019
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1-11459
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(Pennsylvania)
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23-2758192

333-173665

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

20-0523163

1-2893

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

61-0264150

1-3464

Kentucky Utilities Company
(Exact name of Registrant as specified in its charter)
(Kentucky and Virginia)
One Quality Street
Lexington, KY 40507-1462
(502) 627-2000

61-0247570

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the
following provisions:
☐

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

☐

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

☐

Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

☐

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 under the Securities Act (17 CFR 230.405) or
Rule 12b-2 under Exchange Act (17 CFR 240.12b-2).
Emerging growth company ☐
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Section 8 – Other Events
Item 8.01 Other Events
Louisville Gas and Electric Company
On March 18, 2019, Louisville Gas and Electric Company (“LG&E”) entered into an underwriting agreement (the “LG&E Underwriting Agreement”)
with Merrill Lynch, Pierce, Fenner & Smith Incorporated, Mizuho Securities USA LLC and MUFG Securities Americas Inc. as representatives of the
several underwriters, relating to the offering and sale by LG&E of $400 million of 4.25% First Mortgage Bonds due 2049 (the “LG&E Bonds”). LG&E
expects to issue the LG&E Bonds on or about April 1, 2019. The LG&E Bonds are due April 1, 2049, subject to early redemption. LG&E intends to use
the net proceeds from the sale of the LG&E Bonds to repay short term debt, for the repayment of LG&E’s $200,000,000 term loan that matures October
2019 and for other general corporate purposes.
The LG&E Bonds were offered under LG&E’s Registration Statement on Form S-3 on file with the Securities and Exchange Commission (Registration
No. 333-223142-02).
A copy of the LG&E Underwriting Agreement is attached as Exhibit 1(a) to this report and incorporated herein by reference.
Kentucky Utilities Company
On March 18, 2019, Kentucky Utilities Company (“KU”) entered into an underwriting agreement (the “KU Underwriting Agreement”) with Merrill
Lynch, Pierce, Fenner & Smith Incorporated, Mizuho Securities USA LLC and MUFG Securities Americas Inc., as representatives of the several
underwriters, relating to the offering and sale by KU of $300 million of 4.375% First Mortgage Bonds due 2045 (the “KU Bonds”). The KU Bonds are
due October 1, 2045, subject to early redemption. KU intends to use the net proceeds from the sale of the KU Bonds to repay short term debt, including
commercial paper, and for other general corporate purposes.
KU expects to issue the KU Bonds on or about April 1, 2019. The KU Bonds will be part of the same series of bonds as the $250,000,000 aggregate
principal amount of KU’s 4.375% First Mortgage Bonds due 2045 originally issued by KU in 2015.
The KU Bonds were offered under KU’s Registration Statement on Form S-3 on file with the Securities and Exchange Commission (Registration
Statement No. 333-223142-01).
A copy of the KU Underwriting Agreement is attached as Exhibit 1(b) to this report and incorporated herein by reference.
Section 9 – Financial Statements and Exhibits
Item 9.01 Financial Statements and Exhibits
(a) Exhibits
1(a) Underwriting Agreement, dated March 18, 2019, among Louisville Gas and Electric Company and Merrill Lynch, Pierce, Fenner & Smith
Incorporated, Mizuho Securities USA LLC and MUFG Securities Americas Inc., as representatives of the several underwriters named therein.
1(b) Underwriting Agreement, dated March 18, 2019, among Kentucky Utilities Company and Merrill Lynch, Pierce, Fenner & Smith
Incorporated, Mizuho Securities USA LLC and MUFG Securities Americas Inc., as representatives of the several underwriters named therein.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrants have duly caused this report to be signed on their behalf by the
undersigned hereunto duly authorized.
PPL CORPORATION
By: /s/ Marlene C. Beers
Marlene C. Beers
Vice President and Controller
LG&E AND KU ENERGY LLC
By: /s/ Daniel K. Arbough
Daniel K. Arbough
Treasurer
LOUISVILLE GAS AND ELECTRIC COMPANY
By: /s/ Daniel K. Arbough
Daniel K. Arbough
Treasurer
KENTUCKY UTILITIES COMPANY
By: /s/ Daniel K. Arbough
Daniel K. Arbough
Treasurer
Dated: March 18, 2019
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Exhibit 1(a)
LOUISVILLE GAS AND ELECTRIC COMPANY
$400,000,000
First Mortgage Bonds, 4.25% Series due 2049
UNDERWRITING AGREEMENT
March 18, 2019
Merrill Lynch, Pierce, Fenner & Smith
Incorporated
Mizuho Securities USA LLC
MUFG Securities Americas Inc.
As Representatives of the several Underwriters
c/o Merrill Lynch, Pierce, Fenner & Smith
Incorporated
One Bryant Park
New York, New York 10036
Ladies and Gentlemen:
1. Introductory.
Louisville Gas and Electric Company, a corporation organized under the laws of the Commonwealth of Kentucky (the “Company”), proposes to
issue and sell, and the several Underwriters named in Section 3 hereof (the “Underwriters”), for whom you are acting as representatives (the
“Representatives”), propose, severally and not jointly, to purchase, upon the terms and conditions set forth herein, $400,000,000 aggregate principal
amount of the Company’s First Mortgage Bonds, 4.25% Series due 2049 (the “Bonds”) to be issued under an Indenture, dated as of October 1, 2010
(the “Base Indenture”), between the Company and The Bank of New York Mellon, as trustee thereunder (the “Trustee”), as previously amended and
supplemented and as to be further amended and supplemented by Supplemental Indenture No. 7 thereto relating to the Bonds, dated as of March 1,
2019 (the “Supplemental Indenture,” and the Base Indenture as so amended and supplemented, the “Indenture”).
The Company has filed with the Securities and Exchange Commission (the “Commission”) an automatic shelf registration statement (No.
333-223142-02) on Form S-3, including the related preliminary prospectus or prospectus, which registration statement became effective upon filing
under Rule 462(e) (“Rule 462(e)”) of the rules and regulations of the Commission (the “Securities Act Regulations”) under the Securities Act of 1933,
as amended (the “Securities Act”). Such registration statement covers the registration of the Bonds under the Securities Act. Promptly after the date of
this Agreement, the Company will prepare and file a prospectus in accordance with the provisions of Rule 430B (“Rule 430B”) of the Securities Act
Regulations and paragraph (b) of Rule 424 (“Rule 424(b)”) of the Securities Act Regulations. Any information included in such prospectus that was
omitted from such registration statement
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at the time it became effective but that is deemed to be part of and included in such registration statement pursuant to Rule 430B is referred to as “Rule
430B Information.” Each prospectus used in connection with the offering of the Bonds that omitted Rule 430B Information (other than a “free writing
prospectus” as defined in Rule 405 of the Securities Act Regulations (“Rule 405”) that has not been approved in writing by the Company and the
Representatives), including any related prospectus supplement and the documents incorporated by reference therein pursuant to Item 12 of Form S-3, is
herein called a “preliminary prospectus.” Such registration statement, at any given time, including the amendments or supplements thereto to such
time, the exhibits and any schedules thereto at such time, the documents incorporated by reference therein pursuant to Item 12 of Form S-3 under the
Securities Act at such time and the documents otherwise deemed to be a part thereof or included therein by the Securities Act Regulations, is herein
called the “Registration Statement.” The Registration Statement at the time it originally became effective is herein called the “Original Registration
Statement.” The final prospectus in the form first furnished to the Underwriters for use in connection with the offering of the Bonds, including the
related prospectus supplement and the documents incorporated by reference therein pursuant to Item 12 of Form S-3 under the Securities Act as of the
date hereof, is herein called the “Prospectus.” For purposes of this Agreement, all references to the Registration Statement, any preliminary prospectus,
the Prospectus or any amendment or supplement to any of the foregoing shall be deemed to include the copy filed with the Commission pursuant to its
Electronic Data Gathering, Analysis and Retrieval (“EDGAR”) system.
All references in this Agreement to financial statements and schedules and other information which is “contained,” “included” or “stated” in the
Registration Statement, any preliminary prospectus or the Prospectus (or other references of like import) shall be deemed to mean and include all such
financial statements and schedules and other information which is incorporated by reference in or otherwise deemed by the Securities Act Regulations
to be a part of or included in the Registration Statement, any preliminary prospectus or the Prospectus, as the case may be; and all references in this
Agreement to amendments or supplements to the Registration Statement, any preliminary prospectus or the Prospectus shall be deemed to mean and
include the filing of any document under the Securities Exchange Act of 1934, as amended (the “Exchange Act”) which is incorporated by reference in
or otherwise deemed by the Securities Act Regulations to be a part of or included in the Registration Statement, such preliminary prospectus or the
Prospectus, as the case may be.
2. Representations and Warranties.
The Company represents and warrants to each Underwriter as of the date hereof, as of the Applicable Time referred to in Section 2(b) hereof and
as of the Closing Date referred to in Section 5 hereof, and agrees with each Underwriter as follows:
(a) (A) At the time of filing the Original Registration Statement, (B) at the time of the most recent amendment thereto for the purposes of
complying with Section 10(a)(3) of the Securities Act (whether such amendment was by post-effective amendment, incorporated report filed pursuant
to Section 13 or 15(d) of the Exchange Act or form of prospectus), (C) at the time the Company or any person acting on its behalf (within the meaning,
for this clause only, of Rule 163(c) of the Securities Act Regulations) made any offer relating to the Bonds in reliance on the exemption of Rule 163 of
the Securities Act Regulations (“Rule 163”) or made a bona fide offer
2
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(within the meaning of Rule 164(h)(2) of the Securities Act Regulations) and (D) at the date hereof, the Company was and is eligible to register and
issue the Bonds as a “well-known seasoned issuer” as defined in Rule 405, including not having been and not being an “ineligible issuer” as defined in
Rule 405. The Registration Statement is an “automatic shelf registration statement,” as defined in Rule 405, and the Bonds, since their registration on
the Registration Statement, have been and remain eligible for registration by the Company on a Rule 405 “automatic shelf registration statement.” The
Company has not received from the Commission any notice pursuant to Rule 401(g)(2) of the Securities Act Regulations objecting to the use of the
automatic shelf registration statement form;
(b) The Original Registration Statement became effective upon filing under Rule 462(e) of the Securities Act Regulations on February 22, 2018,
and any post-effective amendment thereto also became effective upon filing under Rule 462(e). No stop order suspending the effectiveness of the
Registration Statement or any notice objecting to its use has been issued under the Securities Act and no proceedings for that purpose have been
instituted or are pending or, to the knowledge of the Company, are contemplated by the Commission, and any request on the part of the Commission
for additional information has been complied with.
Any offer that is a written communication relating to the Bonds made prior to the filing of the Original Registration Statement by the Company
or any person acting on its behalf (within the meaning, for this paragraph only, of Rule 163(c) of the Securities Act Regulations) has been filed with the
Commission in accordance with the exemption provided by Rule 163 and otherwise complied with the requirements of Rule 163, including without
limitation the legending requirement, to qualify such offer for the exemption from Section 5(c) of the Securities Act provided by Rule 163.
At the respective times the Original Registration Statement and each amendment thereto became effective, at each deemed effective date with
respect to the Underwriters pursuant to Rule 430B(f)(2) of the Securities Act Regulations and at the Closing Date, the Registration Statement complied
and will comply in all material respects with the requirements of the Securities Act and the Securities Act Regulations and the Trust Indenture Act of
1939, as amended (the “Trust Indenture Act”), and the rules and regulations thereunder, and did not and will not contain an untrue statement of a
material fact or omit to state a material fact required to be stated therein or necessary to make the statements therein not misleading.
Neither the Prospectus nor any amendments or supplements thereto, at the time the Prospectus or any such amendment or supplement was issued
and at the Closing Date, included or will include an untrue statement of a material fact or omitted or will omit to state a material fact necessary in order
to make the statements therein, in the light of the circumstances under which they were made, not misleading.
Each preliminary prospectus (including the prospectus or prospectuses filed as part of the Original Registration Statement or any amendment
thereto) complied when so filed and each Prospectus will comply when so filed in all material respects with the Securities Act Regulations and each
preliminary prospectus and the Prospectus delivered to the Underwriters for use in connection with this offering was identical to the electronically
transmitted copies thereof filed with the Commission pursuant to EDGAR, except to the extent permitted by Regulation S-T.
3
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As of the Applicable Time (as defined below), neither (x) the Issuer General Use Free Writing Prospectus(es) (as defined below) issued at or prior
to the Applicable Time (including the Final Term Sheet prepared and filed pursuant to Section 6(b) identified on Schedule A hereto), and the Statutory
Prospectus (as defined below), considered together (collectively, the “General Disclosure Package”), nor (y) any individual Issuer Limited Use Free
Writing Prospectus (as defined below), when considered together with the General Disclosure Package, included any untrue statement of a material fact
or omitted to state any material fact necessary in order to make the statements therein, in the light of the circumstances under which they were made,
not misleading.
As of the time of the filing of the Final Term Sheet, the General Disclosure Package, will not include any untrue statement of a material fact or
omit to state any material fact necessary in order to make the statements therein, in the light of the circumstances under which they were made, not
misleading.
As used in this subsection and elsewhere in this Agreement:
“Applicable Time” means 4:00 p.m., New York City time, on March 18, 2019 or such other time as agreed by the Company and the
Representatives.
“Issuer Free Writing Prospectus” means any “issuer free writing prospectus,” as defined in Rule 433 of the Securities Act Regulations (“Rule
433”), relating to the Bonds that (i) is required to be filed with the Commission by the Company, (ii) is a “road show that is a written communication”
within the meaning of Rule 433(d)(8)(i), whether or not required to be filed with the Commission or (iii) is exempt from filing pursuant to Rule 433(d)
(5)(i) because it contains a description of the Bonds or of the offering that does not reflect the final terms, in each case in the form filed or required to be
filed with the Commission or, if not required to be filed, in the form retained in the Company’s records pursuant to Rule 433(g).
“Issuer General Use Free Writing Prospectus” means any Issuer Free Writing Prospectus that is intended for general distribution to prospective
investors, as evidenced by its being specified in Schedule A hereto.
“Issuer Limited Use Free Writing Prospectus” means any Issuer Free Writing Prospectus that is not an Issuer General Use Free Writing Prospectus.
“Permitted Free Writing Prospectus” means any free writing prospectus consented to in writing by the Company and the Representatives. For the
avoidance of doubt, any free writing prospectus that is not consented to in writing by the Company does not constitute a Permitted Free Writing
Prospectus and will not be an Issuer Free Writing Prospectus.
“Statutory Prospectus” as of any time means the prospectus relating to the Bonds that is included in the Registration Statement immediately prior
to that time, including any document incorporated by reference therein and any preliminary or other prospectus deemed to be a part thereof.
4
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Each Issuer Free Writing Prospectus, as of its issue date and at all subsequent times through the completion of the public offer and sale of the
Bonds or until any earlier date that the Company notified or notifies the Representatives as described in Section 6(g), did not, does not and will not
include any information that conflicted, conflicts or will conflict with the information contained in the Registration Statement or the Prospectus,
including any document incorporated by reference therein and any preliminary or other prospectus deemed to be a part thereof that has not been
superseded or modified.
The representations and warranties in this subsection shall not apply to statements in or omissions from the Registration Statement, the
Prospectus or any Issuer Free Writing Prospectus made in reliance upon and in conformity with written information furnished to the Company as set
forth in Schedule B hereto by any Underwriter through the Representatives expressly for use therein or to any statements in or omissions from the
Statement of Eligibility of the Trustee under the Indenture. At the effective date of the Registration Statement, the Indenture conformed in all material
respects to the Trust Indenture Act and the rules and regulations thereunder;
(c) The Company has been duly organized, is validly existing as a corporation in good standing under the laws of the Commonwealth of
Kentucky, has the power and authority to own its property and to conduct its business as described in the General Disclosure Package and the
Prospectus and to enter into and perform its obligations under this Agreement, the Indenture and the Bonds, and is duly qualified to transact business
and is in good standing in each jurisdiction in which the conduct of its business or its ownership or leasing of property requires such qualification,
except to the extent that the failure to be so qualified or be in good standing would not have a material adverse effect on the Company;
(d) The Bonds have been duly authorized by the Company and, when issued, authenticated and delivered in the manner provided for in the
Indenture and delivered against payment of the consideration therefor, will constitute valid and binding obligations of the Company enforceable in
accordance with their terms, except to the extent limited by bankruptcy, insolvency, fraudulent conveyance, reorganization or moratorium laws or by
other laws now or hereafter in effect relating to or affecting the enforcement of mortgagee’s and other creditors’ rights and by general equitable
principles (regardless of whether considered in a proceeding in equity or at law), an implied covenant of good faith and fair dealing and consideration
of public policy, and federal or state securities law limitations on indemnification and contribution (the “Enforceability Exceptions”); the Bonds will
be in the forms established pursuant to, and entitled to the benefits of, the Indenture; and the Bonds will conform in all material respects to the
statements relating thereto contained in the General Disclosure Package and the Prospectus;
(e) The Indenture has been duly authorized by the Company; at the Closing Date, the Supplemental Indenture will have been duly executed and
delivered by the Company, and assuming due authorization, execution and delivery of the Indenture by the Trustee, the Indenture will constitute a
valid and legally binding obligation of the Company enforceable in accordance with its terms (except to the extent limited by the Enforceability
Exceptions); the Indenture conforms and will conform in all material respects to the statements relating thereto contained in the General Disclosure
Package and the Prospectus; and at the effective date of the Registration Statement, the Indenture was duly qualified under the Trust Indenture Act;
5
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(f) The Company is in compliance in all material respects with its amended and restated articles of incorporation and bylaws;
(g) The Order of the Kentucky Public Service Commission, dated December 3, 2018, has been obtained and is in full force and effect and is
sufficient to authorize the issuance and sale by the Company of the Bonds as contemplated by this Agreement, and no further consent, approval,
authorization, order, registration or qualification of or with any federal, state or local governmental agency or body or any federal, state or local court is
required to be obtained by the Company for the consummation of the transactions contemplated by this Agreement and the Indenture in connection
with the offering, issuance and sale of the Bonds by the Company, or the performance by the Company of its obligations hereunder or thereunder,
except (i) such as have been obtained or (ii) such as may be required under the blue sky laws of any jurisdiction in connection with the purchase and
distribution of the Bonds by the Underwriters in the manner contemplated herein and in the General Disclosure Package and the Prospectus;
(h) None of the execution and delivery of this Agreement, the Supplemental Indenture, the issue and sale of the Bonds, or the consummation of
any of the transactions herein or therein contemplated, will (i) violate any law or any regulation, order, writ, injunction or decree of any court or
governmental instrumentality applicable to the Company, (ii) breach or violate, or constitute a default under, the Company’s amended and restated
articles of incorporation or bylaws, or (iii) breach or violate, or constitute a default under, any material agreement or instrument to which the Company
is a party or by which it is bound, except in the case of clauses (i) and (iii), for such violations, breaches or defaults that would not in the aggregate
have a material adverse effect on the Company’s ability to perform its obligations hereunder or thereunder;
(i) The consolidated financial statements of the Company, together with the related notes and schedules, each set forth or incorporated by
reference in the Registration Statement comply as to form in all material respects with the applicable accounting requirements of the Securities Act and
the Exchange Act and the related published rules and regulations thereunder; such audited financial statements have been prepared in all material
respects in accordance with generally accepted accounting principles consistently applied throughout the periods involved, except as disclosed
therein; and no material modifications are required to be made to the unaudited interim financial statements for them to be in conformity with
generally accepted accounting principles;
(j) This Agreement has been duly and validly authorized, executed and delivered by the Company;
(k) Since the respective dates as of which information is given in the General Disclosure Package and the Prospectus, except as otherwise stated
therein or contemplated thereby, there has been no material adverse change, or event or occurrence that would result in a material adverse change, in
the financial position or results of operations of the Company;
(l) The Company is not, and after giving effect to the offering and sale of the Bonds and the application of the proceeds thereof as described in
the General Disclosure Package and the Prospectus, will not be, an “investment company” as such term is defined in the Investment Company Act of
1940, as amended;
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(m) Deloitte & Touche LLP, which has audited certain financial statements of the Company and issued its report with respect to the audited
consolidated financial statements and schedules included and incorporated by reference in the General Disclosure Package and the Prospectus, is an
independent registered public accounting firm with respect to the Company during the periods covered by its report within the meaning of the
Securities Act and the Securities Act Regulations and the standards of the Public Company Accounting Oversight Board (United States) (“PCAOB”);
(n) (i) The Company maintains (A) “disclosure controls and procedures” as such term is defined in Rule 13a-15(e) under the Exchange Act and
(B) “internal control over financial reporting” as such term is defined in Rule 13a-15(f) under the Exchange Act;
(ii) The Company evaluated its disclosure controls and procedures as of the end of the period covered by its most recent periodic report
filed with the Commission pursuant to Section 13 of the Exchange Act and, based on such evaluation, concluded that the controls and
procedures were effective to ensure that material information relating to the Company is recorded, processed, summarized and reported within the
time periods specified by the Commission’s rules and forms; and since the date of such evaluation, there have been no significant changes in the
Company’s disclosure controls and procedures or in other factors that have come to the Company’s attention that have caused the Company to
conclude that such disclosure controls and procedures are ineffective in any material respect for such purposes; and
(iii) The Company assessed the effectiveness of its internal control over financial reporting as of the end of the period covered by its most
recent Annual Report on Form 10-K filed with the Commission and, based on such assessment, and except as contemplated in the General
Disclosure Package and the Prospectus, concluded that it had effective internal control over financial reporting. Since the date of such
assessment, except as contemplated in the General Disclosure Package and the Prospectus, there have been no significant changes in the
Company’s internal control over financial reporting or in other factors that have come to the Company’s attention that have caused the Company
to conclude that the Company’s internal control over financial reporting was ineffective in any material respect.
(o) (i) The Company has good and sufficient title to the interest and estate of the Company in all real property, and good title to all other
property, which is or is to be specifically or generally described or referred to in the Indenture as being subject to the lien thereof, subject only to
(A) the lien of the Indenture, (B) Permitted Liens (as defined in the Indenture), and (C) defects and irregularities in title and other Liens (as defined in
the Indenture) that in each case are not prohibited by the Indenture and that, in the Company’s judgment, do not, individually or in the aggregate,
impair the operation of the Company’s business in any material respect; (ii) the descriptions of all such property contained or referred to in the
Indenture are adequate for purposes of the lien purported to be created by the Indenture; (iii) the Indenture (excluding the Supplemental Indenture)
constitutes, and, on the Closing Date, the Indenture will constitute, a
7
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valid mortgage lien on and security interest in all property which is specifically or generally described or referred to therein as being subject to the lien
thereof (other than such property as has been released from the lien of the Indenture in accordance with the terms thereof), subject only to the Liens,
defects and irregularities referred to in subparagraph (i) above; and (iv) on and after the Closing Date, the Indenture by its terms will effectively subject
to the lien thereof all property located in the Commonwealth of Kentucky acquired by the Company after the Closing Date of the character generally
described or referred to in the Indenture as being subject to the lien thereof, subject to (A) defects and irregularities in title existing at the time of such
acquisition, (B) Purchase Money Liens (as defined in the Indenture) and any other Liens placed or otherwise existing or placed on such property at the
time of such acquisition, (C) with respect to real property, Liens placed thereon following the acquisition thereof by the Company and prior to the
recording and filing of a supplemental indenture or other instrument specifically describing such real property and (D) possible limitations arising out
of laws relating to preferential transfers of property during certain periods prior to commencement of bankruptcy, insolvency or similar proceedings
and to limitations on liens on property acquired by a debtor after the commencement of any such proceedings, and possible claims and taxes of the
federal government, and except as otherwise provided in Article Thirteen of the Indenture; it being understood that, if any property were to become
subject to the lien of the Indenture by virtue of the “springing lien provisions” contained in the proviso at the end of the definition of “Excepted
Property” in the granting clauses of the Indenture, the lien of the Indenture as to such property would be subject to any Liens existing on such property
at the time such property became subject to the lien of the Indenture;
(p) On the Closing Date, the Indenture will have been duly recorded or lodged for record as a mortgage of real estate, and any required filings
with respect to personal property and fixtures subject to the lien of the Indenture will have been duly made, in each place in which such recording and
filing is required to protect, preserve and perfect the lien of the Indenture, and all taxes and recording and filing fees required to be paid with respect to
the execution, recording or filing of the Indenture, the filing of financing statements and similar documents and the issuance of the Bonds will have
been paid;
(q) The interactive data in eXtensible Business Reporting Language included or incorporated by reference in the Registration Statement fairly
presents the information called for in all material respects and has been prepared in accordance with the Commission’s rules and guidelines applicable
thereto;
(r) None of the Company or, to the knowledge of the Company, any director, officer, agent, employee or affiliate of the Company is aware of or
has taken any action, directly or indirectly, that would result in a violation by such persons of the Foreign Corrupt Practices Act of 1977, as amended,
and the rules and regulations thereunder (collectively, the “FCPA”) including, without limitation, making use of the mails or any means or
instrumentality of interstate commerce corruptly in furtherance of an offer, payment, promise to pay or authorization of the payment of any money, or
other property, gift, promise to give, or authorization of the giving of anything of value to any “foreign official” (as such term is defined in the FCPA)
or any foreign political party or official thereof or any candidate for foreign political office, in contravention of the FCPA, and the Company and, to the
knowledge of the Company, its affiliates have conducted their businesses in compliance with the FCPA and have instituted and maintain policies and
procedures designed to ensure, and which are reasonably expected to continue to ensure, continued compliance therewith;
8
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(s) The operations of the Company are and have been conducted at all times in compliance in all material respects with applicable financial
recordkeeping and reporting requirements of the Currency and Foreign Transactions Reporting Act of 1970, as amended, the money laundering
statutes of all applicable jurisdictions, the rules and regulations thereunder and any related or similar rules, regulations or guidelines issued,
administered or enforced by any governmental agency (collectively, the “Anti-Money Laundering Laws”) and no action, suit or proceeding by or
before any court or governmental agency, authority or body or any arbitrator involving the Company with respect to the Anti-Money Laundering Laws
is pending or, to the best knowledge of the Company, threatened; and
(t) None of the Company or any subsidiary of the Company, or to the knowledge of the Company, any director, officer, agent, employee or
affiliate of the Company or any subsidiary is currently the target of any U.S. sanctions administered by the Office of Foreign Assets Control of the U.S.
Treasury Department (“OFAC”) (“Sanctions”); and the Company will not directly or indirectly use the proceeds of the offering, or lend, contribute or
otherwise make available such proceeds, to any subsidiary, joint venture partner or other person or entity, for the purpose of financing the activities of
any person, or in any country or territory, that, at the time of such financing, is the target of Sanctions.
Each of you, as one of the several Underwriters, represents and warrants to, and agrees with, the Company, its directors and such of its officers as
shall have signed the Registration Statement, and to each other Underwriter, that the information set forth in Schedule B hereto furnished to the
Company by or through you or on your behalf expressly for use in the Registration Statement or the Prospectus does not contain an untrue statement of
a material fact and does not omit to state a material fact in connection with such information required to be stated therein or necessary to make such
information not misleading.
3. Purchase and Sale of Bonds.
On the basis of the representations, warranties and agreements herein contained, but subject to the terms and conditions herein contained, the
Company agrees to sell to the Underwriters, and the Underwriters agree, severally and not jointly, to purchase from the Company, at a purchase price of
99.007% of the principal amount thereof, plus accrued interest, if any, from the date of the first authentication of the Bonds to the Closing Date (as
hereinafter defined), the respective principal amounts of the Bonds set forth below opposite the names of such Underwriters.
9
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Principal
Amount of
Bonds

Underwriters

Merrill Lynch, Pierce, Fenner & Smith
Incorporated
Mizuho Securities USA LLC
MUFG Securities Americas Inc.
Morgan Stanley & Co. LLC
PNC Capital Markets LLC
BMO Capital Markets Corp.
BNP Paribas Securities Corp.
BNY Mellon Capital Markets, LLC
U.S. Bancorp Investments, Inc.
Total
4.

$ 64,000,000
$ 64,000,000
$ 64,000,000
$ 64,000,000
$ 64,000,000
$ 20,000,000
$ 20,000,000
$ 20,000,000
$ 20,000,000
$400,000,000

Offering of the Bonds.

The several Underwriters agree that as soon as practicable, in their judgment, they will make an offering of their respective portions of the Bonds
in accordance with the terms set forth in the General Disclosure Package and the Prospectus.
5.

Delivery and Payment.

The Bonds will be represented by one or more definitive global securities in book-entry form which will be deposited by or on behalf of the
Company with The Depository Trust Company (“DTC”) or its designated custodian. The Company will deliver the Bonds to you against payment by
you of the purchase price therefor (such delivery and payment herein referred to as the “Closing”) by wire transfer of immediately available funds to the
Company’s account specified by the Company in writing to Merrill Lynch, Pierce, Fenner & Smith Incorporated not later than two (2) Business Days
prior to the Closing Date, by 10:00 a.m., New York City time, on the Closing Date. Such payment shall be made upon delivery of the Bonds for the
account of Merrill Lynch, Pierce, Fenner & Smith Incorporated at DTC. The Bonds so to be delivered will be in fully registered form in such authorized
denominations as established pursuant to the Indenture. The Company will make the Bonds available for inspection by you at the office of The Bank
of New York Mellon, 101 Barclay Street, 7 th Floor, New York, New York 10286, Attention: Corporate Trust Administration, not later than 10:00 a.m.,
New York City time, on the Business Day next preceding the Closing Date. “Business Day” shall mean any day other than a Saturday, a Sunday or a
legal holiday or a day on which banking institutions or trust companies are authorized or obligated by law to close in the City of New York.
Each Underwriter represents and agrees that, unless it obtains the prior written consent of the Company and the Representatives, it has not and
will not make any offer relating to the Bonds that would constitute or would use an “issuer free writing prospectus” as defined in Rule 433 or that
would otherwise constitute a “free writing prospectus” as defined in Rule 405 of the Securities Act Regulations that would be required to be filed with
the Commission, other than information contained in the Final Term Sheet prepared in accordance with Section 6(b).
The term “Closing Date” wherever used in this Agreement shall mean April 1, 2019, or such other date (i) not later than the seventh full Business
Day thereafter as may be agreed upon in writing by the Company and you, or (ii) as shall be determined by postponement pursuant to the provisions of
Section 10 hereof.
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6. Certain Covenants of the Company.
The Company covenants and agrees with the several Underwriters:
(a) Subject to Section 6(b), to comply with the requirements of Rule 430B and to notify the Representatives immediately, and confirm the notice
in writing, (i) when any post-effective amendment to the Registration Statement or new registration statement relating to the Bonds shall become
effective, or any supplement to the Prospectus or any amended Prospectus shall have been filed, (ii) of the receipt of any comments from the
Commission, (iii) of any request by the Commission for any amendment to the Registration Statement or the filing of a new registration statement or
any amendment or supplement to the Prospectus or any document incorporated by reference therein or otherwise deemed to be a part thereof or for
additional information, (iv) of the issuance by the Commission of any stop order suspending the effectiveness of the Registration Statement or such
new registration statement or any notice objecting to its use or of any order preventing or suspending the use of any preliminary prospectus, or of the
suspension of the qualification of the Bonds for offering or sale in any jurisdiction, or of the initiation or threatening of any proceedings for any of
such purposes or of any examination pursuant to Section 8(e) of the Securities Act concerning the Registration Statement and (v) if the Company
becomes the subject of a proceeding under Section 8A of the Securities Act in connection with the offering of the Bonds. The Company will effect the
filings required under Rule 424(b), in the manner and within the time period required by Rule 424(b) (without reliance on Rule 424(b)(8)). The
Company will make every reasonable effort to prevent the issuance of any stop order and, if any stop order is issued, to obtain the lifting thereof at the
earliest possible moment. The Company shall pay the required Commission filing fees relating to the Bonds within the time required by Rule 456(b)(1)
(i) of the Securities Act Regulations without regard to the proviso therein and otherwise in accordance with Rules 456(b) and 457(r) of the Securities
Act Regulations (including, if applicable, by updating the “Calculation of Registration Fee” table in accordance with Rule 456(b)(1)(ii) either in a
post-effective amendment to the Registration Statement or on the cover page of a prospectus filed pursuant to Rule 424(b)).
(b) To give the Representatives notice of its intention to file or prepare any amendment to the Registration Statement or new registration
statement relating to the Bonds or any amendment, supplement or revision to either any preliminary prospectus (including any prospectus included in
the Original Registration Statement or amendment thereto at the time it became effective) or to the Prospectus, whether pursuant to the Securities Act,
the Exchange Act or otherwise, and the Company will furnish the Representatives with copies of any such documents a reasonable amount of time
prior to such proposed filing or use, as the case may be, and will not file or use any such document to which the Representatives shall reasonably object
in writing. The Company will give the Representatives notice of its intention to make any such filing pursuant to the Exchange Act, Securities Act or
Securities Act Regulations from the Applicable Time to the Closing Date and will furnish the Representatives with copies of any such documents a
reasonable amount of time prior to such proposed filing and will not file or use any such document to which the Representatives shall reasonably
object in writing. The Company will prepare a final term sheet (the “Final Term Sheet”) substantially in the form attached as Annex I hereto reflecting
the final terms of the Bonds, and shall file such Final Term Sheet as an “Issuer Free Writing Prospectus” in accordance with Rule 433; provided that the
Company shall furnish the Representatives with copies of any such Final Term Sheet a reasonable amount of time prior to such proposed filing and will
not use or file any such document to which the Representatives shall reasonably object in writing.
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(c) To furnish to each Underwriter, without charge, during the period when the Prospectus is required to be delivered under the Securities Act, as
many copies of the Prospectus and any amendments and supplements thereto as each Underwriter may reasonably request.
(d) That before amending and supplementing the preliminary prospectus or the Prospectus, it will furnish to the Representatives a copy of each
such proposed amendment or supplement and that it will not use any such proposed amendment or supplement to which the Representatives
reasonably object in writing.
(e) To use its best efforts to qualify the Bonds and to assist in the qualification of the Bonds by you or on your behalf for offer and sale under the
securities or “blue sky” laws of such jurisdictions as you may designate, to continue such qualification in effect so long as required for the distribution
of the Bonds and to reimburse you for any expenses (including filing fees and fees and disbursements of counsel) paid by you or on your behalf to
qualify the Bonds for offer and sale, to continue such qualification, to determine its eligibility for investment and to print any preliminary or
supplemental “blue sky” survey or legal investment memorandum relating thereto; provided that the Company shall not be required to qualify as a
foreign corporation in any State, to consent to service of process in any State other than with respect to claims arising out of the offering or sale of the
Bonds, or to meet any other requirement in connection with this paragraph (e) deemed by the Company to be unduly burdensome;
(f) To promptly deliver to you a true and correct copy of the Registration Statement as originally filed and of all amendments thereto heretofore
or hereafter filed, including conformed copies of all exhibits except those incorporated by reference, and such number of conformed copies of the
Registration Statement (but excluding the exhibits), each related preliminary prospectus, the Prospectus, and any amendments and supplements
thereto, as you may reasonably request;
(g) If at any time prior to the completion of the sale of the Bonds by the Underwriters (as determined by the Representatives), any event occurs as
a result of which the Prospectus, as then amended or supplemented, would include any untrue statement of a material fact or omit to state any material
fact necessary to make the statements therein, in the light of the circumstances under which they were made, not misleading, or if it is necessary to
amend or supplement the Prospectus to comply with applicable law, the Company promptly (i) will notify the Representatives of any such event;
(ii) subject to the requirements of paragraph (b) of this Section 6, will prepare an amendment or supplement that will correct such statement or omission
or effect such compliance; and (iii) will supply any supplemented or amended Prospectus to the several Underwriters without charge in such quantities
as they may reasonably request; provided that the expense of preparing and filing any such amendment or supplement to the Prospectus (x) that is
necessary in connection with such a delivery of a supplemented or amended Prospectus more than nine months after the date of this Agreement or
(y) that relates solely to the activities of any Underwriter shall be borne by the Underwriter or Underwriters or the dealer or dealers requiring the same;
and provided further that you shall, upon inquiry by the Company,
12
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advise the Company whether or not any Underwriter or dealer which shall have been selected by you retains any unsold Bonds and, for the purposes of
this subsection (g), the Company shall be entitled to assume that the distribution of the Bonds has been completed when they are advised by you that
no such Underwriter or dealer retains any Bonds. If at any time following issuance of an Issuer Free Writing Prospectus, there occurs an event or
development as a result of which such Issuer Free Writing Prospectus would conflict with the information contained in the Registration Statement (or
any other registration statement related to the Bonds) or the Statutory Prospectus or any preliminary prospectus would include an untrue statement of a
material fact or would omit to state a material fact necessary in order to make the statements therein, in the light of the circumstances prevailing at that
subsequent time, not misleading, the Company will promptly notify the Representatives and will promptly amend or supplement, at its own expense,
such Issuer Free Writing Prospectus to eliminate or correct such conflict, untrue statement or omission.
(h) As soon as practicable, to make generally available to its security holders an earnings statement covering a period of at least twelve months
beginning after the “effective date of the registration statement” within the meaning of Rule 158 under the Securities Act which will satisfy the
provisions of Section 11(a) of the Securities Act;
(i) To pay or bear (i) all expenses in connection with the matters herein required to be performed by the Company, including all expenses (except
as provided in Section 6(g) above) in connection with the preparation and filing of the Registration Statement, the General Disclosure Package and the
Prospectus, and any amendment or supplement thereto, and the furnishing of copies thereof to the Underwriters, and all audits, statements or reports in
connection therewith, and all expenses in connection with the issue and delivery of the Bonds to the Underwriters at the place designated in Section 5
hereof, any fees and expenses relating to the eligibility and issuance of the Bonds in book-entry form and the cost of obtaining CUSIP or other
identification numbers for the Bonds, all federal and state taxes (if any) payable (not including any transfer taxes) upon the original issue of the Bonds;
(ii) all expenses in connection with the printing, reproduction and delivery of this Agreement and the printing, reproduction and delivery of any
preliminary prospectus and each Prospectus, and (except as provided in Section 6(g) above) any amendment or supplement thereto, to the
Underwriters; (iii) any and all fees payable in connection with the rating of the Bonds; (iv) all costs and expenses relating to the creation, filing or
perfection of the security interests under the Indenture; and (v) the reasonable fees and expenses of the Trustee, including the fees and disbursements of
counsel for the Trustee, in connection with the Indenture and the Bonds;
(j) During the period from the date of this Agreement through the Closing Date, the Company shall not, without the Representatives’ prior written
consent, directly or indirectly, sell, offer to sell, grant any option for the sale of, or otherwise dispose of, any Bonds, any security convertible into or
exchangeable into or exercisable for Bonds or any debt securities substantially similar to the Bonds (except for the Bonds issued pursuant to this
Agreement and for the remarketing of certain tax exempt bonds previously issued on the Company’s behalf); and
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(k) The Company represents and agrees that, unless it obtains the prior consent of the Representatives (such consent not to be unreasonably
withheld), it has not made and will not make any offer relating to the Bonds that would constitute an Issuer Free Writing Prospectus or that would
otherwise constitute a “free writing prospectus,” as defined in Rule 405 of the Securities Act Regulations, required to be filed with the Commission.
The Company represents that it has treated or agrees that it will treat each Permitted Free Writing Prospectus as an “issuer free writing prospectus,” as
defined in Rule 433, and has complied and will comply with the requirements of Rule 433 applicable to any Permitted Free Writing Prospectus,
including timely filing with the Commission where required, legending and record keeping in accordance with the Securities Act Regulations.
7. Conditions of Underwriters’ Obligations.
The obligations of the several Underwriters to purchase and pay for the Bonds on the Closing Date shall be subject to the accuracy of the
representations and warranties on the part of the Company contained herein at the date of this Agreement and the Closing Date, to the accuracy of the
statements of the Company made in any certificates pursuant to the provisions hereof, to the performance by the Company of its obligations hereunder
and to the following additional conditions:
(a) You shall have received a certificate, dated the Closing Date, of an executive officer and a financial or accounting officer of the Company, in
which such officers, to the best of their knowledge after reasonable investigation, shall state that (i) the representations and warranties of the Company
in this Agreement are true and correct in all material respects as of the Closing Date, (ii) the Company has complied in all material respects with all
agreements and satisfied all conditions on its part to be performed or satisfied at or prior to the Closing Date, (iii) no stop order suspending the
effectiveness of the Registration Statement has been issued, and no proceedings for that purpose have been instituted or are pending by the
Commission, and (iv) subsequent to the date of the latest financial statements in the General Disclosure Package and the Prospectus, there has been no
material adverse change in the financial position or results of operations of the Company except as set forth or contemplated in the General Disclosure
Package and the Prospectus.
(b) You shall have received letters, dated the date of this Agreement and the Closing Date, in form and substance reasonably satisfactory to the
Representatives, from Deloitte & Touche LLP, independent registered public accountants, containing statements and information of the type ordinarily
included in accountants’ “comfort letters”, with respect to the Company.
(c) The Registration Statement shall have become effective and, on the Closing Date, no stop order suspending the effectiveness of the
Registration Statement and/or any notice objecting to its use shall have been issued under the Securities Act or proceedings therefor initiated or
threatened by the Commission, and any request on the part of the Commission for additional information shall have been complied with to the
reasonable satisfaction of counsel to the Underwriters. A prospectus containing the Rule 430B Information shall have been filed with the Commission
in the manner and within the time period required by Rule 424(b) without reliance on Rule 424(b)(8) (or a post-effective amendment providing such
information shall have been filed and become effective in accordance with the requirements of Rule 430B). The Company shall have paid the required
Commission filing fees relating to the Bonds within the time period required by Rule 456(b)(1)(i) of the Securities Act Regulations without regard to
the proviso therein and otherwise in accordance with Rules 456(b) and 457(r) of the Securities Act Regulations and, if applicable, shall have updated
the “Calculation of Registration Fee” table in accordance with Rule 456(b)(1)(ii) either in a post-effective amendment to the Registration Statement or
on the cover page of a prospectus filed pursuant to Rule 424(b).
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(d) Subsequent to the execution of this Agreement, there shall not have occurred (i) any material adverse change not contemplated by the General
Disclosure Package or the Prospectus (as it exists on the date hereof) in or affecting particularly the business or properties of the Company which, in
your judgment, materially impairs the investment quality of the Bonds; (ii) any suspension or limitation of trading in securities generally on the New
York Stock Exchange, or any setting of minimum prices for trading on such exchange, or any suspension of trading of any securities of the Company
on any exchange or in the over-the-counter market; (iii) a general banking moratorium declared by federal or New York authorities or a material
disruption in securities settlement, payment or clearance services in the United States; (iv) any outbreak or escalation of major hostilities in which the
United States is involved, any declaration of war by Congress or any other substantial national or international calamity or emergency if, in your
reasonable judgment, the effect of any such outbreak, escalation, declaration, calamity or emergency makes it impractical and inadvisable to proceed
with completion of the sale of and payment for the Bonds and you shall have made a similar determination with respect to all other underwritings of
debt securities of utility or energy companies in which you are participating and have a contractual right to make such a determination; or (v) any
decrease in the ratings of the Bonds by Standard & Poor’s Financial Services LLC or Moody’s Investors Service, Inc. or any such organization shall
have publicly announced that it has under surveillance or review, with possible negative implications, its rating of the Bonds.
(e) At or before the Closing Date, the Kentucky Public Service Commission and any other regulatory authority whose consent or approval shall
be required for the issue and sale of the Bonds by the Company shall have taken all requisite action, or all such requisite action shall be deemed in fact
and law to have been taken, to authorize such issue and sale on the terms set forth in the Prospectus.
(f) You shall have received from John R. Crockett III, General Counsel, Chief Compliance Officer and Corporate Secretary of the Company, or
such other counsel for the Company as may be acceptable to you, an opinion in form and substance satisfactory to you, dated the Closing Date and
addressed to you, as Representatives of the Underwriters, substantially to the effect that:
(i) The Company has been duly organized and is validly existing as a corporation in good standing under the laws of the Commonwealth
of Kentucky, with power and authority to own its properties and conduct its business as described in the General Disclosure Package and the
Prospectus;
(ii) The Bonds have been duly authorized, executed and delivered by the Company and, assuming due authentication and delivery by the
Trustee in the manner provided for in the Indenture and delivery against payment therefor, are valid and legally binding obligations of the
Company entitled to the benefits and security of the Indenture, enforceable against the Company in accordance with their terms (except to the
extent limited by the Enforceability Exceptions);
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(iii) The Indenture has been duly authorized, executed and delivered by the Company and, assuming due authorization, execution and
delivery by the Trustee, constitutes a valid and legally binding obligation of the Company, enforceable against the Company in accordance with
its terms (except to the extent limited by the Enforceability Exceptions);
(iv) The Company has good and sufficient title to the interest and estate of the Company in all real property which is or is to be specifically
or generally described or referred to in the Indenture as being subject to the lien thereof, subject only to (A) the lien of the Indenture,
(B) Permitted Liens (as defined in the Indenture), and (C) defects and irregularities in title and other Liens (as defined in the Indenture) that in
each case are not prohibited by the Indenture and that, in the judgment of such counsel, do not individually or in the aggregate, impair the
operation of the Company’s business in any material respect;
(v) The descriptions of all such property contained or referred to in the Indenture are adequate for purposes of the lien purported to be
created by the Indenture;
(vi) The Indenture constitutes a valid mortgage lien on and security interest in all property which is specifically or generally described or
referred to therein as being subject to the lien thereof (other than such property as has been released from the Lien of the Indenture in accordance
with the terms thereof), subject only to the Liens, defects and irregularities referred to in subparagraph (iv) above;
(vii) The Indenture by its terms will effectively subject to the lien thereof all property located in the Commonwealth of Kentucky acquired
by the Company after the Closing Date of the character generally described or referred to in the Indenture as being subject to the lien thereof,
subject to (A) defects and irregularities in title existing at the time of such acquisition, (B) Purchase Money Liens (as defined in the Indenture)
and any other Liens placed or otherwise existing on such property at the time of such acquisition, (C) with respect to real property, Liens placed
thereon following the acquisition thereof by the Company and prior to the recording and filing of a supplemental indenture or other instrument
specifically describing such real property and (D) possible limitations arising out of laws relating to preferential transfers of property during
certain periods prior to commencement of bankruptcy, insolvency or similar proceedings and to limitations on liens on property acquired by a
debtor after the commencement of any such proceedings, and possible claims and taxes of the federal government, and except as otherwise
provided in Article Thirteen of the Indenture; it being understood that, if any property were to become subject to the lien of the Indenture by
virtue of the “springing lien” provisions contained in the proviso at the end of the definition of “Excepted Property” in the granting clauses of
the Indenture, the lien of the Indenture as to such property would be subject to any Liens existing on such property at the time such property
became subject to the Lien of the Indenture;
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(viii) The Indenture has been duly recorded or lodged for record as a mortgage of real estate, and any required filings with respect to
personal property and fixtures subject to the lien of the Indenture have been duly made, in each place in which such recording and filing is
required to protect, preserve and perfect the lien of the Indenture, and all taxes and recording and filing fees required to be paid with respect to
the execution, recording or filing of the Indenture, the filing of financing statements and similar documents and the issuance of the Bonds have
been paid;
(ix) The descriptions in the Registration Statement, the General Disclosure Package and the Prospectus of statutes, legal and governmental
proceedings and contracts and other documents are accurate and fairly present the information required to be shown; and (1) such counsel does
not know of any legal or governmental proceedings required to be described in the Registration Statement, the General Disclosure Package or the
Prospectus which are not described, or of any contracts or documents of a character required to be described in the Registration Statement, the
General Disclosure Package or the Prospectus or to be filed as exhibits to the Registration Statement which are not described and filed as required
and (2) nothing has come to the attention of such counsel that would lead such counsel to believe either that the Registration Statement, at its
effective date, contained any untrue statement of a material fact or omitted or omits to state any material fact required to be stated therein or
necessary to make the statements therein not misleading, or that the General Disclosure Package, as of the Applicable Time, or that the
Prospectus, as supplemented, as of the date of this Agreement and as of the Closing Date, contained or contains any untrue statement of a material
fact or omits or omitted to state any material fact necessary to make the statements therein, in the light of the circumstances under which they
were made, not misleading; it being understood that such counsel need express no opinion as to the financial statements and other financial data
contained in the Registration Statement, the General Disclosure Package or the Prospectus;
(x) None of the execution and delivery of this Agreement, the Supplemental Indenture, the issue and sale of the Bonds, or the
consummation of any of the transactions herein or therein contemplated, will (i) violate any law or any regulation, order, writ, injunction or
decree of any court or governmental instrumentality known to such counsel to be applicable to the Company, (ii) breach or violate, or constitute
a default under, the Company’s amended and restated articles of incorporation or bylaws, or (iii) breach or violate, or constitute a default under,
any material agreement or instrument known to such counsel to which the Company is a party or by which it is bound, except in the case of
clauses (i) and (iii), for such violations, breaches or defaults that would not in the aggregate have a material adverse effect on the Company’s
ability to perform its obligations hereunder or thereunder;
(xi) This Agreement has been duly authorized, executed and delivered by the Company;
(xii) The Order of the Kentucky Public Service Commission, dated December 3, 2018, has been obtained and is in full force and effect and
is sufficient to authorize the issuance and sale by the Company of the Bonds as contemplated by this Agreement, and no further consent,
approval, authorization, order, registration or qualification of or with any federal, state or local governmental agency or body or any federal, state
or local court is required to be obtained by the Company for the consummation of the transactions
17

Source: PPL CORP, 8-K, March 19, 2019

Powered by Morningstar® Document Research℠

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

contemplated by this Agreement and the Indenture in connection with the offering, issuance and sale by the Company of the Bonds, or the
performance by the Company of its obligations hereunder or thereunder, except (i) such as have been obtained or (ii) such as may be required
under the blue sky laws of any jurisdiction; and
(xiii) Except as described in the Registration Statement, the General Disclosure Package and the Prospectus, and except where the failure to
hold such is not reasonably expected to have a material adverse effect on the Company’s operations, the Company holds all franchises,
certificates of public convenience, licenses and permits (some of which expire at various dates and some of which are without time limit)
necessary to carry on the utility business in which it is engaged.
In expressing any of the foregoing opinions (other than the opinions in paragraph (ix) above), the General Counsel, Chief Compliance Officer
and Corporate Secretary (or such other counsel for the Company) may rely on opinions, dated the Closing Date, of Pillsbury Winthrop Shaw Pittman
LLP, Stoll Keenon Ogden PLLC, special Kentucky counsel to the Company, and/or Dinsmore & Shohl LLP, and in the case of the opinions in
paragraphs (iv) to (viii) above, General Counsel, Chief Compliance Officer and Corporate Secretary Counsel (or such other counsel as the case may be)
shall rely, in part, on such opinions of Stoll Keenon Ogden PLLC and/or Dinsmore & Shohl. Copies of the opinions of Stoll Keenon Ogden PLLC and
Steptoe & Johnson LLP shall be delivered to the Underwriters and the Underwriters and Counsel for the Underwriters shall be entitled to rely on such
opinions.
(g) You shall have received from Pillsbury Winthrop Shaw Pittman LLP, special counsel to the Company, an opinion in form and substance
satisfactory to you, dated the Closing Date and addressed to you, as Representatives of the Underwriters, substantially to the effect that:
(i) The Bonds have been duly authorized, executed and delivered by the Company and, assuming due authentication and delivery by the
Trustee in the manner provided for in the Indenture and delivery against payment therefor, are valid and legally binding obligations of the
Company, enforceable against the Company in accordance with their terms (except to the extent limited by the Enforceability Exceptions) and
are entitled to the benefits and security of the Indenture;
(ii) The Indenture has been duly authorized, executed and delivered by the Company, has been qualified under the Trust Indenture Act and,
assuming due authorization, execution and delivery by the Trustee, constitutes a valid and legally binding obligation of the Company,
enforceable against the Company in accordance with its terms (except to the extent limited by the Enforceability Exceptions);
(iii) This Agreement has been duly authorized, executed and delivered by the Company;
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(iv) (1) The Registration Statement has become effective under the Securities Act, and any preliminary prospectus included in the General
Disclosure Package at the Applicable Time and the Prospectus were filed with the Commission pursuant to the subparagraph of Rule 424(b)
specified in such opinion on the date or dates specified therein, and the Issuer General Use Free Writing Prospectus described in Schedule A
attached hereto was filed with the Commission pursuant to Rule 433 on the date specified in such opinion; (2) to the knowledge of such counsel
based solely upon a review of the page entitled “Stop Orders” on the Commission’s website, as of the date of such review, no stop order
suspending the effectiveness of the Registration Statement or any part thereof has been issued and no proceedings for that purpose have been
instituted under the Securities Act; (3) the Registration Statement, as of its effective date, the Prospectus, as of the date of this Agreement, and
any amendment or supplement thereto, as of its date, appeared on their face to be appropriately responsive in all material respects to the
requirements of the Securities Act, the Trust Indenture Act and the rules and regulations of the Commission thereunder; and (4) no facts have
come to the attention of such counsel that cause such counsel to believe either that the Registration Statement, as of its effective date, contained
any untrue statement of a material fact or omitted to state any material fact required to be stated therein or necessary to make the statements
therein not misleading; the General Disclosure Package, as of the Applicable Time, contained any untrue statement of a material fact or omitted
to state any material fact necessary to make the statements therein, in light of the circumstances under which they were made, not misleading; or
that the Prospectus, as supplemented, as of the date of this Agreement and as it shall have been amended or supplemented, as of the Closing Date,
contained or contains any untrue statement of a material fact or omits or omitted to state any material fact necessary to make the statements
therein, in the light of the circumstances under which they were made, not misleading; it being understood that such counsel need express no
opinion as to the financial statements and other financial or statistical data, or management’s assessment of the effectiveness of the Company’s
internal controls, contained or incorporated by reference in the Registration Statement, the General Disclosure Package or the Prospectus;
(v) No consent, approval, authorization or other order of any public board or body of the United States or the State of New York (except for
the registration of the Bonds under the Securities Act and the qualification of the Indenture under the Trust Indenture Act and other than in
connection or compliance with the provisions of the securities or “blue sky” laws of any jurisdiction, as to which such counsel need express no
opinion) is legally required for the authorization of the issuance of the Bonds in the manner contemplated herein and in the General Disclosure
Package and the Prospectus;
(vi) The statements in the General Disclosure Package and the Prospectus under the caption “Description of the Bonds”, insofar as they
purport to constitute summaries of certain terms of the Indenture and the Bonds, constitute accurate summaries of such terms in all material
respects; and
(vii) The Company is not an “investment company” as such term is defined in the Investment Company Act of 1940, as amended.
In rendering such opinion, Pillsbury Winthrop Shaw Pittman LLP may rely as to matters governed by Kentucky law upon the opinion of the General
Counsel, Chief Compliance Officer and Corporate Secretary of the Company or such other counsel referred to in Section 7(g).
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(h) You shall have received from Hunton Andrews Kurth LLP, counsel for the Underwriters, such opinion or opinions in form and substance
satisfactory to you, dated the Closing Date, with respect to matters as you may require, and the Company shall have furnished to such counsel such
documents as they may request for the purpose of enabling them to pass upon such matters. In rendering such opinion or opinions, Hunton Andrews
Kurth LLP may rely as to matters governed by Kentucky law upon the opinion of the General Counsel, Chief Compliance Officer and Corporate
Secretary of the Company referred to above or the opinion of any special counsel referred to above; and
(i) You shall have received from the Company a copy of the rating letters from Standard & Poor’s Financial Services LLC or Moody’s Investors
Service, Inc. assigning ratings on the Bonds not lower than those included in the General Disclosure Package or other evidence reasonably satisfactory
to the Representatives of such ratings.
The Company will furnish you as promptly as practicable after the Closing Date with such conformed copies of such opinions, certificates, letters
and documents as you may reasonably request.
In case any such condition shall not have been satisfied, this Agreement may be terminated by you upon notice in writing or by telegram to the
Company without liability or obligation on the part of the Company or any Underwriter, except as provided in Sections 6(e), 6(i), 9, 11 and 15 hereof.
8. Conditions of Company’s Obligations.
The obligations of the Company to sell and deliver the Bonds on the Closing Date are subject to the following conditions:
(a) At the Closing Date, no stop order suspending the effectiveness of the Registration Statement shall be in effect or proceeding therefor shall
have been instituted or, to the knowledge of the Company, shall be contemplated.
(b) At or before the Closing Date, the Kentucky Public Service Commission and any other regulatory authority whose consent or approval shall
be required for the issue and sale of the Bonds by the Company shall have taken all requisite action, or all such requisite action shall be deemed in fact
and law to have been taken, to authorize such issue and sale on the terms set forth in the Prospectus.
If any such conditions shall not have been satisfied, then the Company shall be entitled, by notice in writing or by telegram to you, to terminate
this Agreement without any liability or obligation on the part of the Company or any Underwriter, except as provided in Sections 6(e), 6(i), 9, 11 and
15 hereof.
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9. Indemnification and Contribution.
(a) The Company agrees that it will indemnify and hold harmless each Underwriter and the officers, directors, partners, members, employees,
agents and affiliates of each Underwriter and each person, if any, who controls any Underwriter within the meaning of Section 15 of the Securities Act
(each “an indemnified party”), against any loss, expense, claim, damage or liability to which, jointly or severally, such Underwriter, indemnified party
or such controlling person may become subject, under the Securities Act or otherwise, insofar as such loss, expense, claim, damage or liability (or
actions in respect thereof) arises out of or is based upon any untrue statement or alleged untrue statement of any material fact contained in the
Registration Statement, any Statutory Prospectus, any Issuer Free Writing Prospectus or the Prospectus, or any amendment or supplement to any
thereof, or arises out of or is based upon the omission or alleged omission to state therein any material fact required to be stated therein or necessary to
make the statements therein not misleading and, except as hereinafter in this Section 9 provided, the Company agrees to reimburse each indemnified
party for any reasonable legal or other expenses as incurred by such indemnified party in connection with investigating or defending any such loss,
expense, claim, damage or liability; provided, however, that the Company shall not be liable in any such case to the extent that any such loss, expense,
claim, damage or liability arises out of or is based on an untrue statement or alleged untrue statement or omission or alleged omission made in any such
document in reliance upon, and in conformity with, written information furnished to the Company as set forth in Schedule B hereto by or through you
on behalf of any Underwriter expressly for use in any such document or arises out of, or is based on, statements or omissions from the part of the
Registration Statement which shall constitute the Statement of Eligibility under the Trust Indenture Act of the Trustee under the Indenture.
(b) Each Underwriter, severally and not jointly, agrees that it will indemnify and hold harmless the Company and its officers and directors, and
each of them, and each person, if any, who controls the Company within the meaning of Section 15 of the Securities Act, against any loss, expense,
claim, damage or liability to which it or they may become subject, under the Securities Act or otherwise, insofar as such loss, expense, claim, damage or
liability (or actions in respect thereof) arises out of or is based on any untrue statement or alleged untrue statement of any material fact contained in the
Statutory Prospectus, any Issuer Free Writing Prospectus or the Prospectus, or any amendment or supplement to any thereof, or arises out of or is based
upon the omission or alleged omission to state therein any material fact required to be stated therein or necessary to make the statements therein not
misleading, in each case to the extent, and only to the extent, that such untrue statement or alleged untrue statement or omission or alleged omission
was made in any such documents in reliance upon, and in conformity with, written information furnished to the Company as set forth in Schedule B
hereto by or through you on behalf of such Underwriter expressly for use in any such document; and, except as hereinafter in this Section 9 provided,
each Underwriter, severally and not jointly, agrees to reimburse the Company and its officers and directors, and each of them, and each person, if any,
who controls the Company within the meaning of Section 15 of the Securities Act, for any reasonable legal or other expenses incurred by it or them in
connection with investigating or defending any such loss, expense, claim, damage or liability.
(c) Upon receipt of notice of the commencement of any action against an indemnified party, the indemnified party shall, with reasonable
promptness, if a claim in respect thereof is to be made against an indemnifying party under its agreement contained in this Section 9, notify such
indemnifying party in writing of the commencement thereof; but the omission so to notify an indemnifying party shall not relieve it from any liability
which it may have to the indemnified party otherwise than under subsection (a) or (b) of this Section 9. In the case of any such notice
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to an indemnifying party, the indemnifying party shall be entitled to participate at its own expense in the defense, or if it so elects, to assume the
defense, of any such action, but, if it elects to assume the defense, such defense shall be conducted by counsel chosen by it and satisfactory to the
indemnified party and to any other indemnifying party that is a defendant in the suit. In the event that any indemnifying party elects to assume the
defense of any such action and retain such counsel, the indemnified party shall bear the fees and expenses of any additional counsel retained by it
unless (i) the indemnifying party and the indemnified party shall have mutually agreed to the contrary; (ii) the indemnifying party has failed within a
reasonable time to retain counsel reasonably satisfactory to the indemnified party; (iii) the indemnified party shall have reasonably concluded that
there may be legal defenses available to it that are different from or in addition to those available to the indemnifying party; or (iv) the named parties in
any such proceeding (including any impleaded parties) include both the indemnifying party and the indemnified party and the representation of both
parties by the same counsel would be inappropriate due to actual or potential differing interests between them; provided, however, that in no event
shall the indemnifying party be liable for fees and expenses of more than one counsel (in addition to any local counsel) separate from its own counsel
for all indemnified parties in connection with any one action or separate but similar or related actions in the same jurisdiction arising out of the same
general allegations or circumstances. No indemnifying party shall be liable in the event of any settlement of any such action effected without its
consent. Each indemnified party agrees promptly to notify each indemnifying party of the commencement of any litigation or proceedings against it in
connection with the issue and sale of the Bonds.
(d) If any Underwriter or person entitled to indemnification by the terms of subsection (a) of this Section 9 shall have given notice to the
Company of a claim in respect thereof pursuant to subsection (c) of this Section 9, and if such claim for indemnification is thereafter held by a court to
be unavailable for any reason other than by reason of the terms of this Section 9 or if such claim is unavailable under controlling precedent, such
Underwriter or person shall be entitled to contribution from the Company for liabilities and expenses, except to the extent that contribution is not
permitted under Section 11(f) of the Securities Act. In determining the amount of contribution to which such Underwriter or person is entitled, there
shall be considered the relative benefits received by such Underwriter or person and the Company from the offering of the Bonds that were the subject
of the claim for indemnification (taking into account the portion of the proceeds of the offering realized by each), the Underwriter or person’s relative
knowledge and access to information concerning the matter with respect to which the claim was asserted, the opportunity to correct and prevent any
statement or omission, and any other equitable considerations appropriate under the circumstances. The Company and the Underwriters agree that it
would not be equitable if the amount of such contribution were determined by pro rata or per capita allocation (even if the Underwriters were treated as
one entity for such purpose).
(e) No indemnifying party shall, without the prior written consent of the indemnified parties, settle or compromise or consent to the entry of any
judgment with respect to any litigation, or any investigation or proceeding by any governmental agency or body, commenced or threatened, or any
claim whatsoever in respect of which indemnification or contribution could be sought under this Section 9 (whether or not the indemnified parties are
actual or potential parties thereto), unless such settlement, compromise or consent (i) includes an unconditional release of each indemnified party and
all liability arising out of such litigation, investigation, proceeding or claim, and (ii) does not include a statement as to or an admission of fault,
culpability or the failure to act by or on behalf of any indemnified party.
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(f) The indemnity and contribution provided for in this Section 9 and the representations and warranties of the Company and the several
Underwriters set forth in this Agreement shall remain operative and in full force and effect regardless of (i) any investigation made by or on behalf of
any Underwriter or any person controlling any Underwriter or the Company or their respective directors or officers, (ii) the acceptance of any Bonds
and payment therefor under this Agreement, and (iii) any termination of this Agreement.
10. Default of Underwriters.
If any Underwriter or Underwriters default in their obligations to purchase Bonds hereunder, the non-defaulting Underwriters may make
arrangements satisfactory to the Company for the purchase of such Bonds by other persons, including any of the non-defaulting Underwriters, but if no
such arrangements are made by the Closing Date, the other Underwriters shall be obligated, severally in the proportion which their respective
commitments hereunder bear to the total commitment of the non-defaulting Underwriters, to purchase the Bonds which such defaulting Underwriter or
Underwriters agreed but failed to purchase. In the event that any Underwriter or Underwriters default in their obligations to purchase Bonds hereunder,
the Company may by prompt written notice to non-defaulting Underwriters postpone the Closing Date for a period of not more than seven full business
days in order to effect whatever changes may thereby be made necessary in the Registration Statement or the Prospectus or in any other documents, and
the Company will promptly file any amendments to the Registration Statement or supplements to the Prospectus which may thereby be made
necessary. As used in this Agreement, the term “Underwriter” includes any person substituted for an Underwriter under this Section. Nothing herein will
relieve an Underwriter from liability for its default.
11. Survival of Certain Representations and Obligations.
The respective indemnities, agreements, representations and warranties of the Company and of or on behalf of the several Underwriters set forth
in or made pursuant to this Agreement will remain in full force and effect, regardless of any investigation, or statement as to the results thereof, made by
or on behalf of any Underwriter or the Company or any of its officers or directors or any controlling person, and will survive delivery of and payment
for the Bonds. If for any reason the purchase of the Bonds by the Underwriters is not consummated, the Company shall remain responsible for the
expenses to be paid or reimbursed by it pursuant to Section 6, and the respective obligations of the Company and the Underwriters pursuant to
Section 9 hereof shall remain in effect.
12. Notices.
The Company shall be entitled to act and rely upon any statement, request, notice or agreement on behalf of each of the Underwriters if the same
shall have been made or given by you jointly. All statements, requests, notices, consents and agreements hereunder shall be in writing, or by telegraph
subsequently confirmed in writing, and, if to the Company, shall be sufficient in all respects if delivered or mailed to the Company at 220 West Main
Street,
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Louisville, Kentucky 40202, Attn: Treasurer, and, if to you, shall be sufficient in all respects if delivered or mailed to you at the address set forth on the
first page hereof (a copy of which shall be sent to Merrill Lynch, Pierce, Fenner & Smith Incorporated, 50 Rockefeller Plaza, NY1-050-12-01, New
York, New York 10020 Attention: High Grade Transaction Management/Legal (facsimile: (646) 855-5958), Mizuho Securities USA LLC, 320 Park
Avenue, New York, New York 10022, Attention: Debt Capital Markets (Fax no.: (212) 205-7812) or MUFG Securities Americas Inc., 1221 Avenue of
the Americas, 6 th Floor, New York, New York 10020, Attention: Capital Markets Group, Fax: (646) 434-3455; provided, however, that any notice to an
Underwriter pursuant to Section 9 hereof will also be delivered or mailed to such Underwriter at the address, if any, of such Underwriter furnished to the
Company in writing for the purpose of communications hereunder.
13. USA Patriot Act Compliance.
In accordance with the requirements of the USA Patriot Act (Title III of Pub. L. 107-56 (signed into law October 26, 2001)), the Underwriters are
required to obtain, verify and record information that identifies their respective clients, including the Company, which information may include the
name and address of their respective clients, as well as other information that will allow the Underwriters to properly identify their respective clients.
14. Parties in Interest.
This Agreement shall inure solely to the benefit of the Company and the Underwriters and, to the extent provided in Section 9 hereof, to any
indemnified party or any person who controls any Underwriter, to the officers and directors of the Company, and to any person who controls the
Company, and their respective successors. No other person, partnership, association or corporation shall acquire or have any right under or by virtue of
this Agreement. The term “successor” shall not include any assignee of an Underwriter (other than one who shall acquire all or substantially all of such
Underwriter’s business and properties), nor shall it include any purchaser of Bonds from any Underwriter merely because of such purchase.
15. No Advisory or Fiduciary Relationship.
The Company acknowledges and agrees that (a) the purchase and sale of the Bonds pursuant to this Agreement, including the determination of
the public offering price of the Bonds and any related discounts and commissions, is an arm’s-length commercial transaction between the Company, on
the one hand, and the several Underwriters, on the other hand, (b) in connection with the offering contemplated hereby and the process leading to such
transaction, each Underwriter is and has been acting solely as a principal and is not the agent or fiduciary of the Company, or its stockholders,
creditors, employees or any other party, (c) no Underwriter has assumed or will assume an advisory or fiduciary responsibility in favor of the Company
with respect to the offering contemplated hereby or the process leading thereto (irrespective of whether such Underwriter has advised or is currently
advising the Company on other matters) and no Underwriter has any obligation to the Company with respect to the offering contemplated hereby
except the obligations expressly set forth in this Agreement, (d) the Underwriters and their respective affiliates may be engaged in a broad range of
transactions that involve interests that differ from those of the Company, (e) the Underwriters have not provided any legal,
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accounting, regulatory or tax advice with respect to the offering contemplated hereby and the Company has consulted its own legal, accounting,
regulatory and tax advisors to the extent it deemed appropriate and (f) the Company waives, to the fullest extent permitted by law, any claims it may
have against the Underwriters for breach of fiduciary duty or alleged breach of fiduciary duty and agrees that the Underwriters shall have no liability
(whether direct or indirect) to the Company in respect of such a fiduciary duty claim or to any person asserting a fiduciary duty claim on behalf of or in
right of the Company, including its respective stockholders, creditors or employees.
16. Representation of Underwriters.
Any action under this Agreement taken by the Representatives will be binding upon all the Underwriters.
17. Counterparts.
This Agreement may be executed in any number of counterparts, each of which shall be deemed to be an original, but all such counterparts shall
together constitute one and the same Agreement.
18. Effectiveness.
This Agreement shall become effective upon the execution and delivery hereof by the parties hereto.
19. Waiver of Jury Trial.
The Company and each of the Underwriters hereby irrevocably waives, to the fullest extent permitted by applicable law, any and all right to trial
by jury in any legal proceeding arising out of or relating to this Agreement or the transactions contemplated hereby.
20. Headings.
The headings of the sections of this Agreement have been inserted for convenience of reference only and shall not be deemed a part of this
Agreement.
21. Applicable Law.
This Agreement shall be governed by, and construed in accordance with, the laws of the State of New York.
22. Recognition of the U.S. Special Resolution Regimes.
(a) In the event that any Underwriter that is a Covered Entity becomes subject to a proceeding under a U.S. Special Resolution Regime, the
transfer from such Underwriter of this Agreement, and any interest and obligation in or under this Agreement, will be effective to the same extent as the
transfer would be effective under the U.S. Special Resolution Regime if this Agreement, and any such interest and obligation, were governed by the
laws of the United States or a state of the United States.
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(b) In the event that any Underwriter that is a Covered Entity or a BHC Act Affiliate of such Underwriter becomes subject to a proceeding under a
U.S. Special Resolution Regime, Default Rights under this Agreement that may be exercised against such Underwriter are permitted to be exercised to
no greater extent than such Default Rights could be exercised under the U.S. Special Resolution Regime if this Agreement were governed by the laws
of the United States or a state of the United States.
(c) For purpose of this Section 18(i), (A) the term “BHC Act Affiliate” has the meaning assigned to the term “affiliate” in, and shall be interpreted
in accordance with, 12 U.S.C. § 1841(k); (B) the term “Covered Entity” means any of the following: (1) a “covered entity” as that term is defined in,
and interpreted in accordance with, 12 C.F.R. § 252.82(b); (2) a “covered bank” as that term is defined in, and interpreted in accordance with, 12 C.F.R.
§ 47.3(b); or (3) a “covered FSI” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 382.2(b); (C) the term “Default Rights” has
the meaning assigned to that term in, and shall be interpreted in accordance with, 12 C.F.R. §§ 252.81, 47.2 or 382.1, as applicable; and (D) the term
“U.S Special Resolution Regime” means each of (1) the Federal Deposit Insurance Act and the regulations promulgated thereunder and (2) Title II of
the Dodd-Frank Wall Street Reform and Consumer Protection Act and the regulations promulgated thereunder.
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Please confirm that the foregoing correctly sets forth the agreement between us by signing in the space provided below for that purpose,
whereupon this letter shall constitute a binding agreement between the Company and the several Underwriters in accordance with its terms.
Yours very truly,
LOUISVILLE GAS AND ELECTRIC COMPANY
By: /s/ Daniel K. Arbough
Name: Daniel K. Arbough
Title: Treasurer
[Signature Page to Underwriting Agreement]
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The foregoing Underwriting Agreement is hereby confirmed and accepted as of the date first above written.
By: MERRILL LYNCH, PIERCE, FENNER & SMITH
INCORPORATED
/s/ Andrew Karp
Name: Andrew Karp
By:

MIZUHO SECURITIES USA LLC

/s/ Brittany Pinkerton
Name: Brittany Pinkerton
By:

MUFG SECURITIES AMERICAS INC.

/s/ Richard Testa
Name: Richard Testa
Acting on behalf of itself and as the Underwriter named in
Section 3 hereof.
[Signature Page to Underwriting Agreement]
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SCHEDULE A
Issuer General Use Free Writing Prospectus
1.

Final Terms and Conditions, dated March 18, 2019, for $400,000,000 aggregate principal amount of 4.25% First Mortgage Bonds due 2049 filed
with the Commission by the Company pursuant to Rule 433 under the Securities Act, a form of which is included herein as Annex I.
Schedule A
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SCHEDULE B
Information Represented and Warranted by the Underwriters
Pursuant to Section 2 of the Underwriting Agreement
1.

The third paragraph under the caption “Underwriting” in the Prospectus related to the initial public offering price and selling concessions;

2.

The second and third sentences of the fourth paragraph under the caption “Underwriting” in the Prospectus related to the market making;

3.

The fifth, sixth and seventh paragraphs under the caption “Underwriting” in the Prospectus related to short sales, stabilizing transactions and
short covering transactions; and

4.

The eleventh and twelfth paragraphs under the caption “Underwriting” in the Prospectus related to activities of the Underwriters.
Schedule B
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Exhibit 1(a)
Annex I
Form of Final Term Sheet
LOUISVILLE GAS AND ELECTRIC COMPANY
$400,000,000
FIRST MORTGAGE BONDS, 4.25% SERIES DUE 2049
Issuer:

Louisville Gas and Electric Company

Issuance Format:

SEC Registered

Trade Date:

March 18, 2019

Settlement Date:

April 1, 2019 (T+10)

Title:

First Mortgage Bonds, 4.25% due 2049

Principal Amount:

$400,000,000

Stated Maturity Date:

April 1, 2049

Interest Payment Dates:

April 1 and October 1, commencing October 1, 2019

Annual Interest Rate:

4.25%

Price to Public:

99.882% of the principal amount

Benchmark Treasury:

3.375% due November 15, 2048

Benchmark Treasury Yield:

3.007%

Spread to Benchmark Treasury:

+125 basis points

Yield to Maturity:

4.257%

Optional Redemption:

Prior to October 1, 2048 (the “Par Call Date”), the bonds will be redeemable,
in whole at any time or in part from time to time, at a redemption price equal
to the greater of (i) 100% of the principal amount of the bonds being redeemed
and (ii) the sum of the present values of the remaining scheduled payments of
principal and interest on the bonds being redeemed that would be due if the
Stated Maturity Date of such bonds were the Par Call Date (not including any
portion of any payments of interest accrued to, but not including, the
Redemption Date), discounted to the Redemption Date on a semi-annual basis
at the Adjusted Treasury Rate, plus 20 basis points; plus, in either case,
accrued and unpaid interest to the Redemption Date. On or after the Par Call
Date, the bonds will be redeemable at a redemption price equal to 100% of the
principal amount of the bonds being redeemed, plus accrued and unpaid
interest to the Redemption Date.

CUSIP / ISIN:

546676AY3/US546676AY39
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Joint Book-Running Managers:

Co-Managers:

Merrill Lynch, Pierce, Fenner & Smith
Incorporated
Mizuho Securities USA LLC
MUFG Securities Americas Inc.
Morgan Stanley & Co. LLC
PNC Capital Markets LLC
BMO Capital Markets Corp.
BNP Paribas Securities Corp.
BNY Mellon Capital Markets, LLC
U.S. Bancorp Investments, Inc.

Under Rule 15c6-1 under the Exchange Act, trades in the secondary market are required to settle in two business days, unless the parties to any
such trade expressly agree otherwise. Accordingly, purchasers who wish to trade Bonds on the date hereof or the next seven succeeding business
days will be required, by virtue of the fact that the Bonds initially will settle in T+10, to specify an alternate settlement arrangement at the time of
any such trade to prevent a failed settlement. Purchasers of the Bonds who wish to trade the Bonds on the date hereof or the next seven succeeding
business days should consult their advisors.
The issuer has filed a registration statement (including a prospectus) with the SEC for the offering to which this communication relates. Before
you invest, you should read the prospectus in that registration statement and other documents the issuer has filed with the SEC for more complete
information about the issuer and this offering. You may get these documents for free by visiting EDGAR on the SEC Web site at www.sec.gov.
Alternatively, the issuer, any underwriter or any dealer participating in the offering will arrange to send you the prospectus if you request it by
calling Merrill Lynch, Pierce, Fenner & Smith Incorporated toll-free at 1-800-294-1322, Mizuho Securities USA LLC toll-free at 1-866-271-7403
or MUFG Securities Americas Inc. toll-free at 1-877-649-6848.
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Exhibit 1(b)
KENTUCKY UTILITIES COMPANY
$300,000,000
First Mortgage Bonds, 4.375% Series due 2045
UNDERWRITING AGREEMENT
March 18, 2019
Merrill Lynch, Pierce, Fenner & Smith
Incorporated
Mizuho Securities USA LLC
MUFG Securities Americas Inc.
As Representatives of the several Underwriters
c/o Merrill Lynch, Pierce, Fenner & Smith
Incorporated
One Bryant Park
New York, New York 10036
Ladies and Gentlemen:
1. Introductory.
Kentucky Utilities Company, a corporation organized under the laws of the Commonwealth of Kentucky and the Commonwealth of
Virginia (the “Company”), proposes to issue and sell, and the several Underwriters named in Section 3 hereof (the “Underwriters”), for whom you are
acting as representatives (the “Representatives”), propose, severally and not jointly, to purchase, upon the terms and conditions set forth herein,
$300,000,000 aggregate principal amount of the Company’s First Mortgage Bonds, 4.375% Series due 2045 (the “Bonds”) to be issued under an
Indenture, dated as of October 1, 2010 (the “Base Indenture”), between the Company and The Bank of New York Mellon, as trustee thereunder (the
“Trustee”), as previously amended and supplemented and as to be further amended and supplemented by Supplemental Indenture No. 7 thereto relating
to the Bonds, to be dated as of March 1, 2019 (the “Supplemental Indenture,” and the Base Indenture as so amended and supplemented, the
“Indenture”).
The Company has filed with the Securities and Exchange Commission (the “Commission”) an automatic shelf registration statement (No.
333-223142-01) on Form S-3, including the related preliminary prospectus or prospectus, which registration statement became effective upon filing
under Rule 462(e) (“Rule 462(e)”) of the rules and regulations of the Commission (the “Securities Act Regulations”) under the Securities Act of 1933,
as amended (the “Securities Act”). Such registration statement covers the registration of the Bonds under the Securities Act. Promptly after the date of
this Agreement, the Company will prepare and file a prospectus in accordance with the provisions of Rule 430B (“Rule 430B”) of the Securities Act
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Regulations and paragraph (b) of Rule 424 (“Rule 424(b)”) of the Securities Act Regulations. Any information included in such prospectus that was
omitted from such registration statement at the time it became effective but that is deemed to be part of and included in such registration statement
pursuant to Rule 430B is referred to as “Rule 430B Information.” Each prospectus used in connection with the offering of the Bonds that omitted Rule
430B Information (other than a “free writing prospectus” as defined in Rule 405 of the Securities Act Regulations (“Rule 405”) that has not been
approved in writing by the Company and the Representatives), including any related prospectus supplement and the documents incorporated by
reference therein pursuant to Item 12 of Form S-3, is herein called a “preliminary prospectus.” Such registration statement, at any given time, including
the amendments or supplements thereto to such time, the exhibits and any schedules thereto at such time, the documents incorporated by reference
therein pursuant to Item 12 of Form S-3 under the Securities Act at such time and the documents otherwise deemed to be a part thereof or included
therein by the Securities Act Regulations, is herein called the “Registration Statement.” The Registration Statement at the time it originally became
effective is herein called the “Original Registration Statement.” The final prospectus in the form first furnished to the Underwriters for use in
connection with the offering of the Bonds, including the related prospectus supplement and the documents incorporated by reference therein pursuant
to Item 12 of Form S-3 under the Securities Act as of the date hereof, is herein called the “Prospectus.” For purposes of this Agreement, all references to
the Registration Statement, any preliminary prospectus, the Prospectus or any amendment or supplement to any of the foregoing shall be deemed to
include the copy filed with the Commission pursuant to its Electronic Data Gathering, Analysis and Retrieval (“EDGAR”) system.
All references in this Agreement to financial statements and schedules and other information which is “contained,” “included” or “stated”
in the Registration Statement, any preliminary prospectus or the Prospectus (or other references of like import) shall be deemed to mean and include all
such financial statements and schedules and other information which is incorporated by reference in or otherwise deemed by the Securities Act
Regulations to be a part of or included in the Registration Statement, any preliminary prospectus or the Prospectus, as the case may be; and all
references in this Agreement to amendments or supplements to the Registration Statement, any preliminary prospectus or the Prospectus shall be
deemed to mean and include the filing of any document under the Securities Exchange Act of 1934, as amended (the “Exchange Act”) which is
incorporated by reference in or otherwise deemed by the Securities Act Regulations to be a part of or included in the Registration Statement, such
preliminary prospectus or the Prospectus, as the case may be.
2. Representations and Warranties.
The Company represents and warrants to each Underwriter as of the date hereof, as of the Applicable Time referred to in Section 2(b) hereof
and as of the Closing Date referred to in Section 5 hereof, and agrees with each Underwriter as follows:
(a) (A) At the time of filing the Original Registration Statement, (B) at the time of the most recent amendment thereto for the purposes of
complying with Section 10(a)(3) of the Securities Act (whether such amendment was by post-effective amendment, incorporated report filed
pursuant to Section 13 or 15(d) of the Exchange Act or form of prospectus), (C) at the time the Company or any person acting on its
2
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behalf (within the meaning, for this clause only, of Rule 163(c) of the Securities Act Regulations) made any offer relating to the Bonds in reliance
on the exemption of Rule 163 of the Securities Act Regulations (“Rule 163”) or made a bona fide offer (within the meaning of Rule 164(h)(2) of
the Securities Act Regulations) and (D) at the date hereof, the Company was and is eligible to register and issue the Bonds as a “well-known
seasoned issuer” as defined in Rule 405, including not having been and not being an “ineligible issuer” as defined in Rule 405. The Registration
Statement is an “automatic shelf registration statement,” as defined in Rule 405, and the Bonds, since their registration on the Registration
Statement, have been and remain eligible for registration by the Company on a Rule 405 “automatic shelf registration statement.” The Company
has not received from the Commission any notice pursuant to Rule 401(g) (2) of the Securities Act Regulations objecting to the use of the
automatic shelf registration statement form;
(b) The Original Registration Statement became effective upon filing under Rule 462(e) of the Securities Act Regulations on February 22,
2018, and any post-effective amendment thereto also became effective upon filing under Rule 462(e). No stop order suspending the effectiveness
of the Registration Statement or any notice objecting to its use has been issued under the Securities Act and no proceedings for that purpose have
been instituted or are pending or, to the knowledge of the Company, are contemplated by the Commission, and any request on the part of the
Commission for additional information has been complied with.
Any offer that is a written communication relating to the Bonds made prior to the filing of the Original Registration Statement by the
Company or any person acting on its behalf (within the meaning, for this paragraph only, of Rule 163(c) of the Securities Act Regulations) has been
filed with the Commission in accordance with the exemption provided by Rule 163 and otherwise complied with the requirements of Rule 163,
including without limitation the legending requirement, to qualify such offer for the exemption from Section 5(c) of the Securities Act provided by
Rule 163.
At the respective times the Original Registration Statement and each amendment thereto became effective, at each deemed effective date
with respect to the Underwriters pursuant to Rule 430B(f)(2) of the Securities Act Regulations and at the Closing Date, the Registration Statement
complied and will comply in all material respects with the requirements of the Securities Act and the Securities Act Regulations and the Trust
Indenture Act of 1939, as amended (the “Trust Indenture Act”), and the rules and regulations thereunder, and did not and will not contain an untrue
statement of a material fact or omit to state a material fact required to be stated therein or necessary to make the statements therein not misleading.
Neither the Prospectus nor any amendments or supplements thereto, at the time the Prospectus or any such amendment or supplement was
issued and at the Closing Date, included or will include an untrue statement of a material fact or omitted or will omit to state a material fact necessary
in order to make the statements therein, in the light of the circumstances under which they were made, not misleading.
3
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Each preliminary prospectus (including the prospectus or prospectuses filed as part of the Original Registration Statement or any
amendment thereto) complied when so filed and each Prospectus will comply when so filed in all material respects with the Securities Act Regulations
and each preliminary prospectus and the Prospectus delivered to the Underwriters for use in connection with this offering was identical to the
electronically transmitted copies thereof filed with the Commission pursuant to EDGAR, except to the extent permitted by Regulation S-T.
As of the Applicable Time (as defined below), neither (x) the Issuer General Use Free Writing Prospectus(es) (as defined below) issued at or
prior to the Applicable Time (including the Final Term Sheet prepared and filed pursuant to Section 6(b) identified on Schedule A hereto), and the
Statutory Prospectus (as defined below), considered together (collectively, the “General Disclosure Package”), nor (y) any individual Issuer Limited
Use Free Writing Prospectus (as defined below), when considered together with the General Disclosure Package, included any untrue statement of a
material fact or omitted to state any material fact necessary in order to make the statements therein, in the light of the circumstances under which they
were made, not misleading.
As of the time of the filing of the Final Term Sheet, the General Disclosure Package, will not include any untrue statement of a material fact
or omit to state any material fact necessary in order to make the statements therein, in the light of the circumstances under which they were made, not
misleading.
As used in this subsection and elsewhere in this Agreement:
“Applicable Time” means 4:00 p.m., New York City time, on March 18, 2019 or such other time as agreed by the Company and the
Representatives.
“Issuer Free Writing Prospectus” means any “issuer free writing prospectus,” as defined in Rule 433 of the Securities Act Regulations
(“Rule 433”), relating to the Bonds that (i) is required to be filed with the Commission by the Company, (ii) is a “road show that is a written
communication” within the meaning of Rule 433(d)(8)(i), whether or not required to be filed with the Commission or (iii) is exempt from filing
pursuant to Rule 433(d)(5)(i) because it contains a description of the Bonds or of the offering that does not reflect the final terms, in each case in the
form filed or required to be filed with the Commission or, if not required to be filed, in the form retained in the Company’s records pursuant to Rule
433(g).
“Issuer General Use Free Writing Prospectus” means any Issuer Free Writing Prospectus that is intended for general distribution to
prospective investors, as evidenced by its being specified in Schedule A hereto.
“Issuer Limited Use Free Writing Prospectus” means any Issuer Free Writing Prospectus that is not an Issuer General Use Free Writing
Prospectus.
“Permitted Free Writing Prospectus” means any free writing prospectus consented to in writing by the Company and the Representatives.
For the avoidance of doubt, any free writing prospectus that is not consented to in writing by the Company does not constitute a Permitted Free
Writing Prospectus and will not be an Issuer Free Writing Prospectus.
4
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“Statutory Prospectus” as of any time means the prospectus relating to the Bonds that is included in the Registration Statement
immediately prior to that time, including any document incorporated by reference therein and any preliminary or other prospectus deemed to be a part
thereof.
Each Issuer Free Writing Prospectus, as of its issue date and at all subsequent times through the completion of the public offer and sale of
the Bonds or until any earlier date that the Company notified or notifies the Representatives as described in Section 6(g), did not, does not and will not
include any information that conflicted, conflicts or will conflict with the information contained in the Registration Statement or the Prospectus,
including any document incorporated by reference therein and any preliminary or other prospectus deemed to be a part thereof that has not been
superseded or modified.
The representations and warranties in this subsection shall not apply to statements in or omissions from the Registration Statement, the
Prospectus or any Issuer Free Writing Prospectus made in reliance upon and in conformity with written information furnished to the Company as set
forth in Schedule B hereto by any Underwriter through the Representatives expressly for use therein or to any statements in or omissions from the
Statement of Eligibility of the Trustee under the Indenture. At the effective date of the Registration Statement, the Indenture conformed in all material
respects to the Trust Indenture Act and the rules and regulations thereunder;
(c) The Company has been duly organized, is validly existing as a corporation in good standing under the laws of the Commonwealths of
Kentucky and Virginia, has the power and authority to own its property and to conduct its business as described in the General Disclosure
Package and the Prospectus and to enter into and perform its obligations under this Agreement, the Indenture and the Bonds, and is duly
qualified to transact business and is in good standing in each jurisdiction in which the conduct of its business or its ownership or leasing of
property requires such qualification, except to the extent that the failure to be so qualified or be in good standing would not have a material
adverse effect on the Company;
(d) The Bonds have been duly authorized by the Company and, when issued, authenticated and delivered in the manner provided for in the
Indenture and delivered against payment of the consideration therefor, will constitute valid and binding obligations of the Company enforceable
in accordance with their terms, except to the extent limited by bankruptcy, insolvency, fraudulent conveyance, reorganization or moratorium
laws or by other laws now or hereafter in effect relating to or affecting the enforcement of mortgagee’s and other creditors’ rights and by general
equitable principles (regardless of whether considered in a proceeding in equity or at law), an implied covenant of good faith and fair dealing and
consideration of public policy, and federal or state securities law limitations on indemnification and contribution (the “Enforceability
Exceptions”); the Bonds will be in the forms established pursuant to, and entitled to the benefits of, the Indenture; and the Bonds will conform in
all material respects to the statements relating thereto contained in the General Disclosure Package and the Prospectus;
5
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(e) The Indenture has been duly authorized by the Company; at the Closing Date, the Supplemental Indenture will have been duly
executed and delivered by the Company, and assuming due authorization, execution and delivery of the Indenture by the Trustee, the Indenture
will constitute a valid and legally binding obligation of the Company enforceable in accordance with its terms (except to the extent limited by
the Enforceability Exceptions); the Indenture conforms and will conform in all material respects to the statements relating thereto contained in
the General Disclosure Package and the Prospectus; and at the effective date of the Registration Statement, the Indenture was duly qualified
under the Trust Indenture Act;
(f) The Company is in compliance in all material respects with its amended and restated articles of incorporation and bylaws;
(g) The Order of the Kentucky Public Service Commission, dated June 27, 2018 as amended by Orders dated July 17, 2018 and August 3,
2018, the Order of the State Corporation Commission of the Commonwealth of Virginia, dated July 5, 2018, and the Order of the Tennessee
Public Utility Commission, dated August 16, 2018, have been obtained and are in full force and effect and are sufficient to authorize the issuance
and sale by the Company of the Bonds as contemplated by this Agreement, and no further consent, approval, authorization, order, registration or
qualification of or with any federal, state or local governmental agency or body or any federal, state or local court is required to be obtained by
the Company for the consummation of the transactions contemplated by this Agreement and the Indenture in connection with the offering,
issuance and sale of the Bonds by the Company, or the performance by the Company of its obligations hereunder or thereunder, except (i) such as
have been obtained or (ii) such as may be required under the blue sky laws of any jurisdiction in connection with the purchase and distribution of
the Bonds by the Underwriters in the manner contemplated herein and in the General Disclosure Package and the Prospectus;
(h) None of the execution and delivery of this Agreement, the Supplemental Indenture, the issue and sale of the Bonds, or the
consummation of any of the transactions herein or therein contemplated, will (i) violate any law or any regulation, order, writ, injunction or
decree of any court or governmental instrumentality applicable to the Company, (ii) breach or violate, or constitute a default under, the
Company’s amended and restated articles of incorporation or bylaws, or (iii) breach or violate, or constitute a default under, any material
agreement or instrument to which the Company is a party or by which it is bound, except in the case of clauses (i) and (iii), for such violations,
breaches or defaults that would not in the aggregate have a material adverse effect on the Company’s ability to perform its obligations hereunder
or thereunder;
(i) The consolidated financial statements of the Company, together with the related notes and schedules, each set forth or incorporated by
reference in the Registration Statement comply as to form in all material respects with the applicable accounting requirements of the Securities
Act and the Exchange Act and the related published rules and regulations thereunder; such audited financial statements have been prepared in all
material respects in accordance with generally accepted accounting principles consistently applied throughout the periods involved, except as
disclosed therein; and no material modifications are required to be made to the unaudited interim financial statements for them to be in
conformity with generally accepted accounting principles;
6
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(j) This Agreement has been duly and validly authorized, executed and delivered by the Company;
(k) Since the respective dates as of which information is given in the General Disclosure Package and the Prospectus, except as otherwise
stated therein or contemplated thereby, there has been no material adverse change, or event or occurrence that would result in a material adverse
change, in the financial position or results of operations of the Company;
(l) The Company is not, and after giving effect to the offering and sale of the Bonds and the application of the proceeds thereof as described
in the General Disclosure Package and the Prospectus, will not be, an “investment company” as such term is defined in the Investment Company
Act of 1940, as amended;
(m) Deloitte & Touche LLP, which has audited certain financial statements of the Company and issued its report with respect to the audited
consolidated financial statements and schedules included and incorporated by reference in the General Disclosure Package and the Prospectus, is
an independent registered public accounting firm with respect to the Company during the periods covered by its report within the meaning of the
Securities Act and the Securities Act Regulations and the standards of the Public Company Accounting Oversight Board (United States)
(“PCAOB”);
(n) (i) The Company maintains (A) “disclosure controls and procedures” as such term is defined in Rule 13a-15(e) under the Exchange Act
and (B) “internal control over financial reporting” as such term is defined in Rule 13a-15(f) under the Exchange Act;
(ii) The Company evaluated its disclosure controls and procedures as of the end of the period covered by its most recent periodic
report filed with the Commission pursuant to Section 13 of the Exchange Act and, based on such evaluation, concluded that the controls
and procedures were effective to ensure that material information relating to the Company is recorded, processed, summarized and reported
within the time periods specified by the Commission’s rules and forms; and since the date of such evaluation, there have been no
significant changes in the Company’s disclosure controls and procedures or in other factors that have come to the Company’s attention
that have caused the Company to conclude that such disclosure controls and procedures are ineffective in any material respect for such
purposes; and
(iii) The Company assessed the effectiveness of its internal control over financial reporting as of the end of the period covered by its
most recent Annual Report on Form 10-K filed with the Commission and, based on such assessment, and except as contemplated in the
General Disclosure Package and the
7
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Prospectus, concluded that it had effective internal control over financial reporting. Since the date of such assessment, except as
contemplated in the General Disclosure Package and the Prospectus, there have been no significant changes in the Company’s internal
control over financial reporting or in other factors that have come to the Company’s attention that have caused the Company to conclude
that the Company’s internal control over financial reporting was ineffective in any material respect.
(o) (i) The Company has good and sufficient title to the interest and estate of the Company in all real property, and good title to all other
property, which is or is to be specifically or generally described or referred to in the Indenture as being subject to the lien thereof, subject only to
(A) the lien of the Indenture, (B) Permitted Liens (as defined in the Indenture), and (C) defects and irregularities in title and other Liens (as
defined in the Indenture) that in each case are not prohibited by the Indenture and that, in the Company’s judgment, do not, individually or in
the aggregate, impair the operation of the Company’s business in any material respect; (ii) the descriptions of all such property contained or
referred to in the Indenture are adequate for purposes of the lien purported to be created by the Indenture; (iii) the Indenture (excluding the
Supplemental Indenture) constitutes, and, on the Closing Date, the Indenture will constitute, a valid mortgage lien on and security interest in all
property which is specifically or generally described or referred to therein as being subject to the lien thereof (other than such property as has
been released from the lien of the Indenture in accordance with the terms thereof), subject only to the Liens, defects and irregularities referred to
in subparagraph (i) above; and (iv) on and after the Closing Date, the Indenture by its terms will effectively subject to the lien thereof all property
located in the Commonwealth of Kentucky acquired by the Company after the Closing Date of the character generally described or referred to in
the Indenture as being subject to the lien thereof, subject to (A) defects and irregularities in title existing at the time of such acquisition,
(B) Purchase Money Liens (as defined in the Indenture) and any other Liens placed or otherwise existing or placed on such property at the time of
such acquisition, (C) with respect to real property, Liens placed thereon following the acquisition thereof by the Company and prior to the
recording and filing of a supplemental indenture or other instrument specifically describing such real property and (D) possible limitations
arising out of laws relating to preferential transfers of property during certain periods prior to commencement of bankruptcy, insolvency or
similar proceedings and to limitations on liens on property acquired by a debtor after the commencement of any such proceedings, and possible
claims and taxes of the federal government, and except as otherwise provided in Article Thirteen of the Indenture; it being understood that, if any
property were to become subject to the lien of the Indenture by virtue of the “springing lien provisions” contained in the proviso at the end of the
definition of “Excepted Property” in the granting clauses of the Indenture, the lien of the Indenture as to such property would be subject to any
Liens existing on such property at the time such property became subject to the lien of the Indenture;
(p) On the Closing Date, the Indenture will have been duly recorded or lodged for record as a mortgage of real estate, and any required
filings with respect to personal property and fixtures subject to the lien of the Indenture will have been duly made, in each place in which such
recording and filing is required to protect, preserve and perfect the lien of the Indenture, and all taxes and recording and filing fees required to be
paid with respect to the execution, recording or filing of the Indenture, the filing of financing statements and similar documents and the issuance
of the Bonds will have been paid;
8
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(q) The interactive data in eXtensible Business Reporting Language included or incorporated by reference in the Registration Statement
fairly presents the information called for in all material respects and has been prepared in accordance with the Commission’s rules and guidelines
applicable thereto;
(r) None of the Company or, to the knowledge of the Company, any director, officer, agent, employee or affiliate of the Company is aware
of or has taken any action, directly or indirectly, that would result in a violation by such persons of the Foreign Corrupt Practices Act of 1977, as
amended, and the rules and regulations thereunder (collectively, the “FCPA”), including, without limitation, making use of the mails or any
means or instrumentality of interstate commerce corruptly in furtherance of an offer, payment, promise to pay or authorization of the payment of
any money, or other property, gift, promise to give, or authorization of the giving of anything of value to any “foreign official” (as such term is
defined in the FCPA) or any foreign political party or official thereof or any candidate for foreign political office, in contravention of the FCPA,
and the Company and, to the knowledge of the Company, its affiliates have conducted their businesses in compliance with the FCPA and have
instituted and maintain policies and procedures designed to ensure, and which are reasonably expected to continue to ensure, continued
compliance therewith;
(s) The operations of the Company are and have been conducted at all times in compliance in all material respects with applicable financial
recordkeeping and reporting requirements of the Currency and Foreign Transactions Reporting Act of 1970, as amended, the money laundering
statutes of all applicable jurisdictions, the rules and regulations thereunder and any related or similar rules, regulations or guidelines issued,
administered or enforced by any governmental agency (collectively, the “Anti-Money Laundering Laws”) and no action, suit or proceeding by or
before any court or governmental agency, authority or body or any arbitrator involving the Company with respect to the Anti-Money Laundering
Laws is pending or, to the best knowledge of the Company, threatened; and
(t) None of the Company or any of its subsidiaries or, to the knowledge of the Company, any director, officer, agent, employee or affiliate of
the Company or any subsidiary is currently the target of any U.S. sanctions administered by the Office of Foreign Assets Control of the U.S.
Treasury Department (“OFAC”) (“Sanctions”); and the Company will not directly or indirectly use the proceeds of the offering, or lend,
contribute or otherwise make available such proceeds, to any subsidiary, joint venture partner or other person or entity, for the purpose of
financing the activities of any person, or in any country or territory, that, at the time of such financing, is the target of Sanctions.
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Each of you, as one of the several Underwriters, represents and warrants to, and agrees with, the Company, its directors and such of its
officers as shall have signed the Registration Statement, and to each other Underwriter, that the information set forth in Schedule B hereto furnished to
the Company by or through you or on your behalf expressly for use in the Registration Statement or the Prospectus does not contain an untrue
statement of a material fact and does not omit to state a material fact in connection with such information required to be stated therein or necessary to
make such information not misleading.
3. Purchase and Sale of Bonds.
On the basis of the representations, warranties and agreements herein contained, but subject to the terms and conditions herein contained,
the Company agrees to sell to the Underwriters, and the Underwriters agree, severally and not jointly, to purchase from the Company, at a purchase
price of 100.97% of the principal amount thereof, plus accrued interest, if any, from and including April 1, 2019 to but excluding the Closing Date (as
hereinafter defined) (which amount shall be $0), the respective principal amounts of the Bonds set forth below opposite the names of such
Underwriters.
Principal
Amount of
Bonds

Underwriters

Merrill Lynch, Pierce, Fenner & Smith
Incorporated
Mizuho Securities USA LLC
MUFG Securities Americas Inc.
RBC Capital Markets, LLC
Scotia Capital (USA) Inc.
BMO Capital Markets Corp.
BNP Paribas Securities Corp.
BNY Mellon Capital Markets, LLC
U.S. Bancorp Investments, Inc.
Total

$ 48,000,000
$ 48,000,000
$ 48,000,000
$ 48,000,000
$ 48,000,000
$ 15,000,000
$ 15,000,000
$ 15,000,000
$ 15,000,000
$ 300,000,000

4. Offering of the Bonds.
The several Underwriters agree that as soon as practicable, in their judgment, they will make an offering of their respective portions of the
Bonds in accordance with the terms set forth in the General Disclosure Package and the Prospectus.
5. Delivery and Payment.
The Bonds will be represented by one or more definitive global securities in book-entry form which will be deposited by or on behalf of
the Company with The Depository Trust Company (“DTC”) or its designated custodian. The Company will deliver the Bonds to you against payment
by you of the purchase price therefor (such delivery and payment herein referred to as the “Closing”) by wire transfer of immediately available funds to
the Company’s account specified by the Company in writing to Merrill Lynch, Pierce, Fenner & Smith Incorporated not later than two (2) Business
Days prior to the Closing Date, by 10:00 a.m., New
10
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York City time, on the Closing Date. Such payment shall be made upon delivery of the Bonds for the account of Merrill Lynch, Pierce, Fenner & Smith
Incorporated at DTC. The Bonds so to be delivered will be in fully registered form in such authorized denominations as established pursuant to the
Indenture. The Company will make the Bonds available for inspection by you at the office of The Bank of New York Mellon, 101 Barclay Street, 7th
Floor, New York, New York 10286, Attention: Corporate Trust Administration, not later than 10:00 a.m., New York City time, on the Business Day
next preceding the Closing Date. “Business Day” shall mean any day other than a Saturday, a Sunday or a legal holiday or a day on which banking
institutions or trust companies are authorized or obligated by law to close in the City of New York.
Each Underwriter represents and agrees that, unless it obtains the prior written consent of the Company and the Representatives, it has not
and will not make any offer relating to the Bonds that would constitute or would use an “issuer free writing prospectus” as defined in Rule 433 or that
would otherwise constitute a “free writing prospectus” as defined in Rule 405 of the Securities Act Regulations that would be required to be filed with
the Commission, other than information contained in the Final Term Sheet prepared in accordance with Section 6(b).
The term “Closing Date” wherever used in this Agreement shall mean April 1, 2019, or such other date (i) not later than the seventh full
Business Day thereafter as may be agreed upon in writing by the Company and you, or (ii) as shall be determined by postponement pursuant to the
provisions of Section 10 hereof.
6. Certain Covenants of the Company.
The Company covenants and agrees with the several Underwriters:
(a) Subject to Section 6(b), to comply with the requirements of Rule 430B and to notify the Representatives immediately, and confirm the
notice in writing, (i) when any post-effective amendment to the Registration Statement or new registration statement relating to the Bonds shall
become effective, or any supplement to the Prospectus or any amended Prospectus shall have been filed, (ii) of the receipt of any comments from
the Commission, (iii) of any request by the Commission for any amendment to the Registration Statement or the filing of a new registration
statement or any amendment or supplement to the Prospectus or any document incorporated by reference therein or otherwise deemed to be a part
thereof or for additional information, (iv) of the issuance by the Commission of any stop order suspending the effectiveness of the Registration
Statement or such new registration statement or any notice objecting to its use or of any order preventing or suspending the use of any
preliminary prospectus, or of the suspension of the qualification of the Bonds for offering or sale in any jurisdiction, or of the initiation or
threatening of any proceedings for any of such purposes or of any examination pursuant to Section 8(e) of the Securities Act concerning the
Registration Statement and (v) if the Company becomes the subject of a proceeding under Section 8A of the Securities Act in connection with
the offering of the Bonds. The Company will effect the filings required under Rule 424(b), in the manner and within the time period required by
Rule 424(b) (without reliance on Rule 424(b)(8)). The Company will make every reasonable effort to prevent the issuance of any stop order and,
if any stop order is issued, to obtain the lifting thereof at the earliest possible moment. The Company shall
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pay the required Commission filing fees relating to the Bonds within the time required by Rule 456(b)(1)(i) of the Securities Act Regulations
without regard to the proviso therein and otherwise in accordance with Rules 456(b) and 457(r) of the Securities Act Regulations (including, if
applicable, by updating the “Calculation of Registration Fee” table in accordance with Rule 456(b)(1)(ii) either in a post-effective amendment to
the Registration Statement or on the cover page of a prospectus filed pursuant to Rule 424(b)).
(b) To give the Representatives notice of its intention to file or prepare any amendment to the Registration Statement or new registration
statement relating to the Bonds or any amendment, supplement or revision to either any preliminary prospectus (including any prospectus
included in the Original Registration Statement or amendment thereto at the time it became effective) or to the Prospectus, whether pursuant to
the Securities Act, the Exchange Act or otherwise, and the Company will furnish the Representatives with copies of any such documents a
reasonable amount of time prior to such proposed filing or use, as the case may be, and will not file or use any such document to which the
Representatives shall reasonably object in writing. The Company will give the Representatives notice of its intention to make any such filing
pursuant to the Exchange Act, Securities Act or Securities Act Regulations from the Applicable Time to the Closing Date and will furnish the
Representatives with copies of any such documents a reasonable amount of time prior to such proposed filing and will not file or use any such
document to which the Representatives shall reasonably object in writing. The Company will prepare a final term sheet (the “Final Term Sheet”)
substantially in the form attached as Annex I hereto reflecting the final terms of the Bonds, and shall file such Final Term Sheet as an “Issuer Free
Writing Prospectus” in accordance with Rule 433; provided that the Company shall furnish the Representatives with copies of any such Final
Term Sheet a reasonable amount of time prior to such proposed filing and will not use or file any such document to which the Representatives
shall reasonably object in writing.
(c) To furnish to each Underwriter, without charge, during the period when the Prospectus is required to be delivered under the Securities
Act, as many copies of the Prospectus and any amendments and supplements thereto as each Underwriter may reasonably request.
(d) That before amending and supplementing the preliminary prospectus or the Prospectus, it will furnish to the Representatives a copy of
each such proposed amendment or supplement and that it will not use any such proposed amendment or supplement to which the
Representatives reasonably object in writing.
(e) To use its best efforts to qualify the Bonds and to assist in the qualification of the Bonds by you or on your behalf for offer and sale
under the securities or “blue sky” laws of such jurisdictions as you may designate, to continue such qualification in effect so long as required for
the distribution of the Bonds and to reimburse you for any expenses (including filing fees and fees and disbursements of counsel) paid by you or
on your behalf to qualify the Bonds for offer and sale, to continue such qualification, to determine its eligibility for investment and to print any
preliminary or supplemental “blue
12
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sky” survey or legal investment memorandum relating thereto; provided that the Company shall not be required to qualify as a foreign
corporation in any State, to consent to service of process in any State other than with respect to claims arising out of the offering or sale of the
Bonds, or to meet any other requirement in connection with this paragraph (e) deemed by the Company to be unduly burdensome;
(f) To promptly deliver to you a true and correct copy of the Registration Statement as originally filed and of all amendments thereto
heretofore or hereafter filed, including conformed copies of all exhibits except those incorporated by reference, and such number of conformed
copies of the Registration Statement (but excluding the exhibits), each related preliminary prospectus, the Prospectus, and any amendments and
supplements thereto, as you may reasonably request;
(g) If at any time prior to the completion of the sale of the Bonds by the Underwriters (as determined by the Representatives), any event
occurs as a result of which the Prospectus, as then amended or supplemented, would include any untrue statement of a material fact or omit to
state any material fact necessary to make the statements therein, in the light of the circumstances under which they were made, not misleading, or
if it is necessary to amend or supplement the Prospectus to comply with applicable law, the Company promptly (i) will notify the Representatives
of any such event; (ii) subject to the requirements of paragraph (b) of this Section 6, will prepare an amendment or supplement that will correct
such statement or omission or effect such compliance; and (iii) will supply any supplemented or amended Prospectus to the several Underwriters
without charge in such quantities as they may reasonably request; provided that the expense of preparing and filing any such amendment or
supplement to the Prospectus (x) that is necessary in connection with such a delivery of a supplemented or amended Prospectus more than nine
months after the date of this Agreement or (y) that relates solely to the activities of any Underwriter shall be borne by the Underwriter or
Underwriters or the dealer or dealers requiring the same; and provided further that you shall, upon inquiry by the Company, advise the Company
whether or not any Underwriter or dealer which shall have been selected by you retains any unsold Bonds and, for the purposes of this subsection
(g), the Company shall be entitled to assume that the distribution of the Bonds has been completed when they are advised by you that no such
Underwriter or dealer retains any Bonds. If at any time following issuance of an Issuer Free Writing Prospectus, there occurs an event or
development as a result of which such Issuer Free Writing Prospectus would conflict with the information contained in the Registration
Statement (or any other registration statement related to the Bonds) or the Statutory Prospectus or any preliminary prospectus would include an
untrue statement of a material fact or would omit to state a material fact necessary in order to make the statements therein, in the light of the
circumstances prevailing at that subsequent time, not misleading, the Company will promptly notify the Representatives and will promptly
amend or supplement, at its own expense, such Issuer Free Writing Prospectus to eliminate or correct such conflict, untrue statement or omission.
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(h) As soon as practicable, to make generally available to its security holders an earnings statement covering a period of at least twelve
months beginning after the “effective date of the registration statement” within the meaning of Rule 158 under the Securities Act which will
satisfy the provisions of Section 11(a) of the Securities Act;
(i) To pay or bear (i) all expenses in connection with the matters herein required to be performed by the Company, including all expenses
(except as provided in Section 6(g) above) in connection with the preparation and filing of the Registration Statement, the General Disclosure
Package and the Prospectus, and any amendment or supplement thereto, and the furnishing of copies thereof to the Underwriters, and all audits,
statements or reports in connection therewith, and all expenses in connection with the issue and delivery of the Bonds to the Underwriters at the
place designated in Section 5 hereof, any fees and expenses relating to the eligibility and issuance of the Bonds in book-entry form and the cost
of obtaining CUSIP or other identification numbers for the Bonds, all federal and state taxes (if any) payable (not including any transfer taxes)
upon the original issue of the Bonds; (ii) all expenses in connection with the printing, reproduction and delivery of this Agreement and the
printing, reproduction and delivery of any preliminary prospectus and each Prospectus, and (except as provided in Section 6(g) above) any
amendment or supplement thereto, to the Underwriters; (iii) any and all fees payable in connection with the rating of the Bonds; (iv) all costs and
expenses relating to the creation, filing or perfection of the security interests under the Indenture; and (v) the reasonable fees and expenses of the
Trustee, including the fees and disbursements of counsel for the Trustee, in connection with the Indenture and the Bonds;
(j) During the period from the date of this Agreement through the Closing Date, the Company shall not, without the Representatives’ prior
written consent, directly or indirectly, sell, offer to sell, grant any option for the sale of, or otherwise dispose of, any Bonds, any security
convertible into or exchangeable into or exercisable for Bonds or any debt securities substantially similar to the Bonds (except for the Bonds
issued pursuant to this Agreement); and
(k) The Company represents and agrees that, unless it obtains the prior consent of the Representatives (such consent not to be unreasonably
withheld), it has not made and will not make any offer relating to the Bonds that would constitute an Issuer Free Writing Prospectus or that would
otherwise constitute a “free writing prospectus,” as defined in Rule 405 of the Securities Act Regulations, required to be filed with the
Commission. The Company represents that it has treated or agrees that it will treat each Permitted Free Writing Prospectus as an “issuer free
writing prospectus,” as defined in Rule 433, and has complied and will comply with the requirements of Rule 433 applicable to any Permitted
Free Writing Prospectus, including timely filing with the Commission where required, legending and record keeping in accordance with the
Securities Act Regulations.
7. Conditions of Underwriters’ Obligations.
The obligations of the several Underwriters to purchase and pay for the Bonds on the Closing Date shall be subject to the accuracy of the
representations and warranties on the part of the Company contained herein at the date of this Agreement and the Closing Date, to the accuracy of the
statements of the Company made in any certificates pursuant to the provisions hereof, to the performance by the Company of its obligations hereunder
and to the following additional conditions:
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(a) You shall have received a certificate, dated the Closing Date, of an executive officer and a financial or accounting officer of the
Company, in which such officers, to the best of their knowledge after reasonable investigation, shall state that (i) the representations and
warranties of the Company in this Agreement are true and correct in all material respects as of the Closing Date, (ii) the Company has complied in
all material respects with all agreements and satisfied all conditions on its part to be performed or satisfied at or prior to the Closing Date, (iii) no
stop order suspending the effectiveness of the Registration Statement has been issued, and no proceedings for that purpose have been instituted
or are pending by the Commission, and (iv) subsequent to the date of the latest financial statements in the General Disclosure Package and the
Prospectus, there has been no material adverse change in the financial position or results of operations of the Company except as set forth or
contemplated in the General Disclosure Package and the Prospectus.
(b) You shall have received letters, dated the date of this Agreement and the Closing Date, in form and substance reasonably satisfactory to
the Representatives, from Deloitte & Touche LLP, independent registered public accountants, containing statements and information of the type
ordinarily included in accountants’ “comfort letters”, with respect to the Company.
(c) The Registration Statement shall have become effective and, on the Closing Date, no stop order suspending the effectiveness of the
Registration Statement and/or any notice objecting to its use shall have been issued under the Securities Act or proceedings therefor initiated or
threatened by the Commission, and any request on the part of the Commission for additional information shall have been complied with to the
reasonable satisfaction of counsel to the Underwriters. A prospectus containing the Rule 430B Information shall have been filed with the
Commission in the manner and within the time period required by Rule 424(b) without reliance on Rule 424(b)(8) (or a post-effective
amendment providing such information shall have been filed and become effective in accordance with the requirements of Rule 430B). The
Company shall have paid the required Commission filing fees relating to the Bonds within the time period required by Rule 456(b)(1)(i) of the
Securities Act Regulations without regard to the proviso therein and otherwise in accordance with Rules 456(b) and 457(r) of the Securities Act
Regulations and, if applicable, shall have updated the “Calculation of Registration Fee” table in accordance with Rule 456(b)(1)(ii) either in a
post-effective amendment to the Registration Statement or on the cover page of a prospectus filed pursuant to Rule 424(b).
(d) Subsequent to the execution of this Agreement, there shall not have occurred (i) any material adverse change not contemplated by the
General Disclosure Package or the Prospectus (as it exists on the date hereof) in or affecting particularly the business or properties of the
Company which, in your judgment, materially impairs the investment quality of the Bonds; (ii) any suspension or limitation of trading in
securities generally on the New York Stock Exchange, or any setting of minimum prices for trading
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on such exchange, or any suspension of trading of any securities of the Company on any exchange or in the over-the-counter market; (iii) a
general banking moratorium declared by federal or New York authorities or a material disruption in securities settlement, payment or clearance
services in the United States; (iv) any outbreak or escalation of major hostilities in which the United States is involved, any declaration of war by
Congress or any other substantial national or international calamity or emergency if, in your reasonable judgment, the effect of any such
outbreak, escalation, declaration, calamity or emergency makes it impractical and inadvisable to proceed with completion of the sale of and
payment for the Bonds and you shall have made a similar determination with respect to all other underwritings of debt securities of utility or
energy companies in which you are participating and have a contractual right to make such a determination; or (v) any decrease in the ratings of
the Bonds by Standard & Poor’s Financial Services LLC or Moody’s Investors Service, Inc. or any such organization shall have publicly
announced that it has under surveillance or review, with possible negative implications, its rating of the Bonds.
(e) At or before the Closing Date, the Kentucky Public Service Commission, the State Corporation Commission of the Commonwealth of
Virginia, and the Tennessee Public Utility Commission and any other regulatory authority whose consent or approval shall be required for the
issue and sale of the Bonds by the Company shall have taken all requisite action, or all such requisite action shall be deemed in fact and law to
have been taken, to authorize such issue and sale on the terms set forth in the Prospectus.
(f) You shall have received from John R. Crockett III, General Counsel, Chief Compliance Officer and Corporate Secretary of the Company,
or such other counsel for the Company as may be acceptable to you, an opinion in form and substance satisfactory to you, dated the Closing Date
and addressed to you, as Representatives of the Underwriters, substantially to the effect that:
(i) The Company has been duly organized and is validly existing as a corporation in good standing under the laws of the
Commonwealth of Kentucky and the Commonwealth of Virginia, with power and authority to own its properties and conduct its business
as described in the General Disclosure Package and the Prospectus;
(ii) The Bonds have been duly authorized, executed and delivered by the Company and, assuming due authentication and delivery
by the Trustee in the manner provided for in the Indenture and delivery against payment therefor, are valid and legally binding obligations
of the Company entitled to the benefits and security of the Indenture, enforceable against the Company in accordance with their terms
(except to the extent limited by the Enforceability Exceptions);
(iii) The Indenture has been duly authorized, executed and delivered by the Company and, assuming due authorization, execution
and delivery by the Trustee, constitutes a valid and legally binding obligation of the Company, enforceable against the Company in
accordance with its terms (except to the extent limited by the Enforceability Exceptions);
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(iv) The Company has good and sufficient title to the interest and estate of the Company in all real property which is or is to be
specifically or generally described or referred to in the Indenture as being subject to the lien thereof, subject only to (A) the lien of the
Indenture, (B) Permitted Liens (as defined in the Indenture), and (C) defects and irregularities in title and other Liens (as defined in the
Indenture) that in each case are not prohibited by the Indenture and that, in the judgment of such counsel, do not individually or in the
aggregate, impair the operation of the Company’s business in any material respect;
(v) The descriptions of all such property contained or referred to in the Indenture are adequate for purposes of the lien purported to be
created by the Indenture;
(vi) The Indenture constitutes a valid mortgage lien on and security interest in all property which is specifically or generally
described or referred to therein as being subject to the lien thereof (other than such property as has been released from the Lien of the
Indenture in accordance with the terms thereof), subject only to the Liens, defects and irregularities referred to in subparagraph (iv) above;
(vii) The Indenture by its terms will effectively subject to the lien thereof all property located in the Commonwealth of Kentucky
acquired by the Company after the Closing Date of the character generally described or referred to in the Indenture as being subject to the
lien thereof, subject to (A) defects and irregularities in title existing at the time of such acquisition, (B) Purchase Money Liens (as defined
in the Indenture) and any other Liens placed or otherwise existing on such property at the time of such acquisition, (C) with respect to real
property, Liens placed thereon following the acquisition thereof by the Company and prior to the recording and filing of a supplemental
indenture or other instrument specifically describing such real property and (D) possible limitations arising out of laws relating to
preferential transfers of property during certain periods prior to commencement of bankruptcy, insolvency or similar proceedings and to
limitations on liens on property acquired by a debtor after the commencement of any such proceedings, and possible claims and taxes of
the federal government, and except as otherwise provided in Article Thirteen of the Indenture; it being understood that, if any property
were to become subject to the lien of the Indenture by virtue of the “springing lien” provisions contained in the proviso at the end of the
definition of “Excepted Property” in the granting clauses of the Indenture, the lien of the Indenture as to such property would be subject to
any Liens existing on such property at the time such property became subject to the Lien of the Indenture;
(viii) The Indenture has been duly recorded or lodged for record as a mortgage of real estate, and any required filings with respect to
personal property and fixtures subject to the lien of the Indenture have been duly made, in each place in which such recording and filing is
required to protect, preserve and perfect the lien of the Indenture, and all taxes and recording and filing fees required to be paid with
respect to the execution, recording or filing of the Indenture, the filing of financing statements and similar documents and the issuance of
the Bonds have been paid;
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(ix) The descriptions in the Registration Statement, the General Disclosure Package and the Prospectus of statutes, legal and
governmental proceedings and contracts and other documents are accurate and fairly present the information required to be shown; and
(1) such counsel does not know of any legal or governmental proceedings required to be described in the Registration Statement, the
General Disclosure Package or the Prospectus which are not described, or of any contracts or documents of a character required to be
described in the Registration Statement, the General Disclosure Package or the Prospectus or to be filed as exhibits to the Registration
Statement which are not described and filed as required and (2) nothing has come to the attention of such counsel that would lead such
counsel to believe either that the Registration Statement, at its effective date, contained any untrue statement of a material fact or omitted
or omits to state any material fact required to be stated therein or necessary to make the statements therein not misleading, or that the
General Disclosure Package, as of the Applicable Time, or that the Prospectus, as supplemented, as of the date of this Agreement and as of
the Closing Date, contained or contains any untrue statement of a material fact or omits or omitted to state any material fact necessary to
make the statements therein, in the light of the circumstances under which they were made, not misleading; it being understood that such
counsel need express no opinion as to the financial statements and other financial data contained in the Registration Statement, the
General Disclosure Package or the Prospectus;
(x) None of the execution and delivery of this Agreement, the Supplemental Indenture, the issue and sale of the Bonds, or the
consummation of any of the transactions herein or therein contemplated, will (i) violate any law or any regulation, order, writ, injunction or
decree of any court or governmental instrumentality known to such counsel to be applicable to the Company, (ii) breach or violate, or
constitute a default under, the Company’s amended and restated articles of incorporation or bylaws, or (iii) breach or violate, or constitute a
default under, any material agreement or instrument known to such counsel to which the Company is a party or by which it is bound,
except in the case of clauses (i) and (iii), for such violations, breaches or defaults that would not in the aggregate have a material adverse
effect on the Company’s ability to perform its obligations hereunder or thereunder;
(xi) This Agreement has been duly authorized, executed and delivered by the Company;
(xii) The Order of the Kentucky Public Service Commission, dated June 27, 2018 (as amended by orders dated July 17, 2018 and
August 3, 2018), the Order of the State Corporation Commission of the Commonwealth of Virginia, dated July 5, 2018, and the Order of the
Tennessee Public Utility Commission,
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dated August 16, 2018, have been obtained and are in full force and effect and are sufficient to authorize the issuance and sale by the
Company of the Bonds as contemplated by this Agreement, and no further consent, approval, authorization, order, registration or
qualification of or with any federal, state or local governmental agency or body or any federal, state or local court is required to be
obtained by the Company for the consummation of the transactions contemplated by this Agreement and the Indenture in connection with
the offering, issuance and sale by the Company of the Bonds, or the performance by the Company of its obligations hereunder or
thereunder, except (i) such as have been obtained or (ii) such as may be required under the blue sky laws of any jurisdiction; and
(xiii) Except as described in the Registration Statement, the General Disclosure Package and the Prospectus, and except where the
failure to hold such is not reasonably expected to have a material adverse effect on the Company’s operations, the Company holds all
franchises, certificates of public convenience, licenses and permits (some of which expire at various dates and some of which are without
time limit) necessary to carry on the utility business in which it is engaged.
In expressing any of the foregoing opinions (other than the opinions in paragraph (ix) above), the General Counsel, Chief Compliance
Officer and Corporate Secretary (or such other counsel for the Company) may rely on opinions, dated the Closing Date, of Pillsbury Winthrop Shaw
Pittman LLP, Stoll Keenon Ogden PLLC, special counsel to the Company, and in the case of the opinions in paragraphs (iv) to (viii) above, the General
Counsel, Chief Compliance Officer and Corporate Secretary (or such other counsel as the case may be) shall rely, in part, on such opinion of Stoll
Keenon Ogden PLLC. Copies of the opinion of Stoll Keenon Ogden PLLC shall be delivered to the Underwriters and the Underwriters and Counsel for
the Underwriters shall be entitled to rely on such opinions.
(g) You shall have received from Pillsbury Winthrop Shaw Pittman LLP, special counsel to the Company, an opinion in form and substance
satisfactory to you, dated the Closing Date and addressed to you, as Representatives of the Underwriters, substantially to the effect that:
(i) The Bonds have been duly authorized, executed and delivered by the Company and, assuming due authentication and delivery by
the Trustee in the manner provided for in the Indenture and delivery against payment therefor, are valid and legally binding obligations of
the Company, enforceable against the Company in accordance with their terms (except to the extent limited by the Enforceability
Exceptions) and are entitled to the benefits and security of the Indenture;
(ii) The Indenture has been duly authorized, executed and delivered by the Company, has been qualified under the Trust Indenture
Act and, assuming due authorization, execution and delivery by the Trustee, constitutes a valid and legally binding obligation of the
Company, enforceable against the Company in accordance with its terms (except to the extent limited by the Enforceability Exceptions);
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(iii) This Agreement has been duly authorized, executed and delivered by the Company;
(iv) (1) The Registration Statement has become effective under the Securities Act, and any preliminary prospectus included in the
General Disclosure Package at the Applicable Time and the Prospectus were filed with the Commission pursuant to the subparagraph of
Rule 424(b) specified in such opinion on the date or dates specified therein, and the Issuer General Use Free Writing Prospectus described
in Schedule A attached hereto was filed with the Commission pursuant to Rule 433 on the date specified in such opinion; (2) to the
knowledge of such counsel based solely upon a review of the page entitled “Stop Orders” on the Commission’s website, as of the date of
such review, no stop order suspending the effectiveness of the Registration Statement or any part thereof has been issued and no
proceedings for that purpose have been instituted under the Securities Act; (3) the Registration Statement, as of its effective date, the
Prospectus, as of the date of this Agreement, and any amendment or supplement thereto, as of its date, appeared on their face to be
appropriately responsive in all material respects to the requirements of the Securities Act, the Trust Indenture Act and the rules and
regulations of the Commission thereunder; and (4) no facts have come to the attention of such counsel that cause such counsel to believe
either that the Registration Statement, as of its effective date, contained any untrue statement of a material fact or omitted to state any
material fact required to be stated therein or necessary to make the statements therein not misleading; the General Disclosure Package, as of
the Applicable Time, contained any untrue statement of a material fact or omitted to state any material fact necessary to make the
statements therein, in light of the circumstances under which they were made, not misleading; or that the Prospectus, as supplemented, as of
the date of this Agreement and as it shall have been amended or supplemented, as of the Closing Date, contained or contains any untrue
statement of a material fact or omits or omitted to state any material fact necessary to make the statements therein, in the light of the
circumstances under which they were made, not misleading; it being understood that such counsel need express no opinion as to the
financial statements and other financial or statistical data, or management’s assessment of the effectiveness of the Company’s internal
controls, contained or incorporated by reference in the Registration Statement, the General Disclosure Package or the Prospectus;
(v) No consent, approval, authorization or other order of any public board or body of the United States or the State of New York
(except for the registration of the Bonds under the Securities Act and the qualification of the Indenture under the Trust Indenture Act and
other than in connection or compliance with the provisions of the securities or “blue sky” laws of any jurisdiction, as to which such
counsel need express no opinion) is legally required for the authorization of the issuance of the Bonds in the manner contemplated herein
and in the General Disclosure Package and the Prospectus;
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(vi) The statements in the General Disclosure Package and the Prospectus under the caption “Description of the Bonds”, insofar as
they purport to constitute summaries of certain terms of the Indenture and the Bonds, constitute accurate summaries of such terms in all
material respects;
(vii) The statements in the General Disclosure Package and the Prospectus under the caption “Certain U.S. Federal Income Tax
Consequences”, to the extent such statements purport to constitute summaries of certain provisions of United States federal income tax law
or legal conclusions with respect thereto, subject to the assumptions, qualifications and limitations therein, are accurate in all material
respects; and
(viii) The Company is not an “investment company” as such term is defined in the Investment Company Act of 1940, as amended.
In rendering such opinion, Pillsbury Winthrop Shaw Pittman LLP may rely as to matters governed by Kentucky, Virginia or Tennessee law
upon the opinion of the General Counsel, Chief Compliance Officer and Corporate Secretary of the Company or such other counsel referred to in
Section 7(f).
(h) You shall have received from Hunton Andrews Kurth LLP, counsel for the Underwriters, such opinion or opinions in form and substance
satisfactory to you, dated the Closing Date, with respect to matters as you may require, and the Company shall have furnished to such counsel
such documents as they may request for the purpose of enabling them to pass upon such matters. In rendering such opinion or opinions, Hunton
Andrews Kurth LLP may rely as to matters governed by Kentucky, Virginia or Tennessee law upon the opinion of the General Counsel, Chief
Compliance Officer and Corporate Secretary of the Company referred to above or the opinion of any special counsel referred to above; and
(i) You shall have received from the Company a copy of the rating letters from Standard & Poor’s Financial Services LLC or Moody’s
Investors Service, Inc. assigning ratings on the Bonds not lower than those included in the General Disclosure Package or other evidence
reasonably satisfactory to the Representatives of such ratings.
The Company will furnish you as promptly as practicable after the Closing Date with such conformed copies of such opinions, certificates,
letters and documents as you may reasonably request.
In case any such condition shall not have been satisfied, this Agreement may be terminated by you upon notice in writing or by telegram to
the Company without liability or obligation on the part of the Company or any Underwriter, except as provided in Sections 6(e), 6(i), 9, 11 and 15
hereof.
21

Source: PPL CORP, 8-K, March 19, 2019

Powered by Morningstar® Document Research℠

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

8. Conditions of Company’s Obligations.
The obligations of the Company to sell and deliver the Bonds on the Closing Date are subject to the following conditions:
(a) At the Closing Date, no stop order suspending the effectiveness of the Registration Statement shall be in effect or proceeding therefor
shall have been instituted or, to the knowledge of the Company, shall be contemplated.
(b) At or before the Closing Date, the Kentucky Public Service Commission, the State Corporation Commission of the Commonwealth of
Virginia, and the Tennessee Public Utility Commission and any other regulatory authority whose consent or approval shall be required for the
issue and sale of the Bonds by the Company shall have taken all requisite action, or all such requisite action shall be deemed in fact and law to
have been taken, to authorize such issue and sale on the terms set forth in the Prospectus.
If any such conditions shall not have been satisfied, then the Company shall be entitled, by notice in writing or by telegram to you, to
terminate this Agreement without any liability or obligation on the part of the Company or any Underwriter, except as provided in Sections 6(e), 6(i), 9,
11 and 15 hereof.
9. Indemnification and Contribution.
(a) The Company agrees that it will indemnify and hold harmless each Underwriter and the officers, directors, partners, members,
employees, agents and affiliates of each Underwriter and each person, if any, who controls any Underwriter within the meaning of Section 15 of
the Securities Act (each “an indemnified party”), against any loss, expense, claim, damage or liability to which, jointly or severally, such
Underwriter, indemnified party or such controlling person may become subject, under the Securities Act or otherwise, insofar as such loss,
expense, claim, damage or liability (or actions in respect thereof) arises out of or is based upon any untrue statement or alleged untrue statement
of any material fact contained in the Registration Statement, any Statutory Prospectus, any Issuer Free Writing Prospectus or the Prospectus, or
any amendment or supplement to any thereof, or arises out of or is based upon the omission or alleged omission to state therein any material fact
required to be stated therein or necessary to make the statements therein not misleading and, except as hereinafter in this Section 9 provided, the
Company agrees to reimburse each indemnified party for any reasonable legal or other expenses as incurred by such indemnified party in
connection with investigating or defending any such loss, expense, claim, damage or liability; provided, however, that the Company shall not be
liable in any such case to the extent that any such loss, expense, claim, damage or liability arises out of or is based on an untrue statement or
alleged untrue statement or omission or alleged omission made in any such document in reliance upon, and in conformity with, written
information furnished to the Company as set forth in Schedule B hereto by or through you on behalf of any Underwriter expressly for use in any
such document or arises out of, or is based on, statements or omissions from the part of the Registration Statement which shall constitute the
Statement of Eligibility under the Trust Indenture Act of the Trustee under the Indenture.
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(b) Each Underwriter, severally and not jointly, agrees that it will indemnify and hold harmless the Company and its officers and directors,
and each of them, and each person, if any, who controls the Company within the meaning of Section 15 of the Securities Act, against any loss,
expense, claim, damage or liability to which it or they may become subject, under the Securities Act or otherwise, insofar as such loss, expense,
claim, damage or liability (or actions in respect thereof) arises out of or is based on any untrue statement or alleged untrue statement of any
material fact contained in the Statutory Prospectus, any Issuer Free Writing Prospectus or the Prospectus, or any amendment or supplement to any
thereof, or arises out of or is based upon the omission or alleged omission to state therein any material fact required to be stated therein or
necessary to make the statements therein not misleading, in each case to the extent, and only to the extent, that such untrue statement or alleged
untrue statement or omission or alleged omission was made in any such documents in reliance upon, and in conformity with, written information
furnished to the Company as set forth in Schedule B hereto by or through you on behalf of such Underwriter expressly for use in any such
document; and, except as hereinafter in this Section 9 provided, each Underwriter, severally and not jointly, agrees to reimburse the Company
and its officers and directors, and each of them, and each person, if any, who controls the Company within the meaning of Section 15 of the
Securities Act, for any reasonable legal or other expenses incurred by it or them in connection with investigating or defending any such loss,
expense, claim, damage or liability.
(c) Upon receipt of notice of the commencement of any action against an indemnified party, the indemnified party shall, with reasonable
promptness, if a claim in respect thereof is to be made against an indemnifying party under its agreement contained in this Section 9, notify such
indemnifying party in writing of the commencement thereof; but the omission so to notify an indemnifying party shall not relieve it from any
liability which it may have to the indemnified party otherwise than under subsection (a) or (b) of this Section 9. In the case of any such notice to
an indemnifying party, the indemnifying party shall be entitled to participate at its own expense in the defense, or if it so elects, to assume the
defense, of any such action, but, if it elects to assume the defense, such defense shall be conducted by counsel chosen by it and satisfactory to the
indemnified party and to any other indemnifying party that is a defendant in the suit. In the event that any indemnifying party elects to assume
the defense of any such action and retain such counsel, the indemnified party shall bear the fees and expenses of any additional counsel retained
by it unless (i) the indemnifying party and the indemnified party shall have mutually agreed to the contrary; (ii) the indemnifying party has
failed within a reasonable time to retain counsel reasonably satisfactory to the indemnified party; (iii) the indemnified party shall have
reasonably concluded that there may be legal defenses available to it that are different from or in addition to those available to the indemnifying
party; or (iv) the named parties in any such proceeding (including any impleaded parties) include both the indemnifying party and the
indemnified party and the representation of both parties by the same counsel would be inappropriate due to actual or potential differing interests
between them; provided, however, that in no event shall the
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indemnifying party be liable for fees and expenses of more than one counsel (in addition to any local counsel) separate from its own counsel for
all indemnified parties in connection with any one action or separate but similar or related actions in the same jurisdiction arising out of the same
general allegations or circumstances. No indemnifying party shall be liable in the event of any settlement of any such action effected without its
consent. Each indemnified party agrees promptly to notify each indemnifying party of the commencement of any litigation or proceedings
against it in connection with the issue and sale of the Bonds.
(d) If any Underwriter or person entitled to indemnification by the terms of subsection (a) of this Section 9 shall have given notice to the
Company of a claim in respect thereof pursuant to subsection (c) of this Section 9, and if such claim for indemnification is thereafter held by a
court to be unavailable for any reason other than by reason of the terms of this Section 9 or if such claim is unavailable under controlling
precedent, such Underwriter or person shall be entitled to contribution from the Company for liabilities and expenses, except to the extent that
contribution is not permitted under Section 11(f) of the Securities Act. In determining the amount of contribution to which such Underwriter or
person is entitled, there shall be considered the relative benefits received by such Underwriter or person and the Company from the offering of the
Bonds that were the subject of the claim for indemnification (taking into account the portion of the proceeds of the offering realized by each), the
Underwriter or person’s relative knowledge and access to information concerning the matter with respect to which the claim was asserted, the
opportunity to correct and prevent any statement or omission, and any other equitable considerations appropriate under the circumstances. The
Company and the Underwriters agree that it would not be equitable if the amount of such contribution were determined by pro rata or per capita
allocation (even if the Underwriters were treated as one entity for such purpose).
(e) No indemnifying party shall, without the prior written consent of the indemnified parties, settle or compromise or consent to the entry of
any judgment with respect to any litigation, or any investigation or proceeding by any governmental agency or body, commenced or threatened,
or any claim whatsoever in respect of which indemnification or contribution could be sought under this Section 9 (whether or not the
indemnified parties are actual or potential parties thereto), unless such settlement, compromise or consent (i) includes an unconditional release of
each indemnified party and all liability arising out of such litigation, investigation, proceeding or claim, and (ii) does not include a statement as
to or an admission of fault, culpability or the failure to act by or on behalf of any indemnified party.
(f) The indemnity and contribution provided for in this Section 9 and the representations and warranties of the Company and the several
Underwriters set forth in this Agreement shall remain operative and in full force and effect regardless of (i) any investigation made by or on behalf
of any Underwriter or any person controlling any Underwriter or the Company or their respective directors or officers, (ii) the acceptance of any
Bonds and payment therefor under this Agreement, and (iii) any termination of this Agreement.
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10. Default of Underwriters.
If any Underwriter or Underwriters default in their obligations to purchase Bonds hereunder, the non-defaulting Underwriters may make
arrangements satisfactory to the Company for the purchase of such Bonds by other persons, including any of the non-defaulting Underwriters, but if no
such arrangements are made by the Closing Date, the other Underwriters shall be obligated, severally in the proportion which their respective
commitments hereunder bear to the total commitment of the non-defaulting Underwriters, to purchase the Bonds which such defaulting Underwriter or
Underwriters agreed but failed to purchase. In the event that any Underwriter or Underwriters default in their obligations to purchase Bonds hereunder,
the Company may by prompt written notice to non-defaulting Underwriters postpone the Closing Date for a period of not more than seven full business
days in order to effect whatever changes may thereby be made necessary in the Registration Statement or the Prospectus or in any other documents, and
the Company will promptly file any amendments to the Registration Statement or supplements to the Prospectus which may thereby be made
necessary. As used in this Agreement, the term “Underwriter” includes any person substituted for an Underwriter under this Section. Nothing herein will
relieve an Underwriter from liability for its default.
11. Survival of Certain Representations and Obligations.
The respective indemnities, agreements, representations and warranties of the Company and of or on behalf of the several Underwriters set
forth in or made pursuant to this Agreement will remain in full force and effect, regardless of any investigation, or statement as to the results thereof,
made by or on behalf of any Underwriter or the Company or any of its officers or directors or any controlling person, and will survive delivery of and
payment for the Bonds. If for any reason the purchase of the Bonds by the Underwriters is not consummated, the Company shall remain responsible for
the expenses to be paid or reimbursed by it pursuant to Section 6, and the respective obligations of the Company and the Underwriters pursuant to
Section 9 hereof shall remain in effect.
12. Notices.
The Company shall be entitled to act and rely upon any statement, request, notice or agreement on behalf of each of the Underwriters if the
same shall have been made or given by you jointly. All statements, requests, notices, consents and agreements hereunder shall be in writing, or by
telegraph subsequently confirmed in writing, and, if to the Company, shall be sufficient in all respects if delivered or mailed to the Company at One
Quality Street, Lexington, Kentucky 40507, Attn: Treasurer, and, if to you, shall be sufficient in all respects if delivered or mailed to you at the address
set forth on the first page hereof (a copy of which shall be sent to Merrill Lynch, Pierce, Fenner & Smith Incorporated, 50 Rockefeller Plaza,
NY1-050-12-01, New York, New York 10020 Attention: High Grade Transaction Management/Legal (facsimile: (646) 855-5958), Mizuho Securities
USA LLC, 320 Park Avenue, New York, New York 10022, Attention: Debt Capital Markets (Fax no.: (212) 205-7812) or MUFG Securities Americas
Inc., 1221 Avenue of the Americas, 6 th Floor, New York, New York 10020, Attention: Capital Markets Group, Fax: (646) 434-3455; provided, however,
that any notice to an Underwriter pursuant to Section 9 hereof will also be delivered or mailed to such Underwriter at the address, if any, of such
Underwriter furnished to the Company in writing for the purpose of communications hereunder.
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13. USA Patriot Act Compliance.
In accordance with the requirements of the USA Patriot Act (Title III of Pub. L. 107-56 (signed into law October 26, 2001)), the
Underwriters are required to obtain, verify and record information that identifies their respective clients, including the Company, which information
may include the name and address of their respective clients, as well as other information that will allow the Underwriters to properly identify their
respective clients.
14. Parties in Interest.
This Agreement shall inure solely to the benefit of the Company and the Underwriters and, to the extent provided in Section 9 hereof, to
any indemnified party or any person who controls any Underwriter, to the officers and directors of the Company, and to any person who controls the
Company, and their respective successors. No other person, partnership, association or corporation shall acquire or have any right under or by virtue of
this Agreement. The term “successor” shall not include any assignee of an Underwriter (other than one who shall acquire all or substantially all of such
Underwriter’s business and properties), nor shall it include any purchaser of Bonds from any Underwriter merely because of such purchase.
15. No Advisory or Fiduciary Relationship.
The Company acknowledges and agrees that (a) the purchase and sale of the Bonds pursuant to this Agreement, including the
determination of the public offering price of the Bonds and any related discounts and commissions, is an arm’s-length commercial transaction between
the Company, on the one hand, and the several Underwriters, on the other hand, (b) in connection with the offering contemplated hereby and the
process leading to such transaction, each Underwriter is and has been acting solely as a principal and is not the agent or fiduciary of the Company, or
its stockholders, creditors, employees or any other party, (c) no Underwriter has assumed or will assume an advisory or fiduciary responsibility in favor
of the Company with respect to the offering contemplated hereby or the process leading thereto (irrespective of whether such Underwriter has advised
or is currently advising the Company on other matters) and no Underwriter has any obligation to the Company with respect to the offering
contemplated hereby except the obligations expressly set forth in this Agreement, (d) the Underwriters and their respective affiliates may be engaged in
a broad range of transactions that involve interests that differ from those of the Company, (e) the Underwriters have not provided any legal, accounting,
regulatory or tax advice with respect to the offering contemplated hereby and the Company has consulted its own legal, accounting, regulatory and tax
advisors to the extent it deemed appropriate and (f) the Company waives, to the fullest extent permitted by law, any claims it may have against the
Underwriters for breach of fiduciary duty or alleged breach of fiduciary duty and agrees that the Underwriters shall have no liability (whether direct or
indirect) to the Company in respect of such a fiduciary duty claim or to any person asserting a fiduciary duty claim on behalf of or in right of the
Company, including its respective stockholders, creditors or employees.
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16. Representation of Underwriters.
Any action under this Agreement taken by the Representatives will be binding upon all the Underwriters.
17. Counterparts.
This Agreement may be executed in any number of counterparts, each of which shall be deemed to be an original, but all such counterparts
shall together constitute one and the same Agreement.
18. Effectiveness.
This Agreement shall become effective upon the execution and delivery hereof by the parties hereto.
19. Waiver of Jury Trial.
The Company and each of the Underwriters hereby irrevocably waives, to the fullest extent permitted by applicable law, any and all right
to trial by jury in any legal proceeding arising out of or relating to this Agreement or the transactions contemplated hereby.
20. Headings.
The headings of the sections of this Agreement have been inserted for convenience of reference only and shall not be deemed a part of this
Agreement.
21. Applicable Law.
This Agreement shall be governed by, and construed in accordance with, the laws of the State of New York.
22. Recognition of the U.S. Special Resolution Regimes.
(a) In the event that any Underwriter that is a Covered Entity becomes subject to a proceeding under a U.S. Special Resolution Regime, the
transfer from such Underwriter of this Agreement, and any interest and obligation in or under this Agreement, will be effective to the same extent as the
transfer would be effective under the U.S. Special Resolution Regime if this Agreement, and any such interest and obligation, were governed by the
laws of the United States or a state of the United States.
(b) In the event that any Underwriter that is a Covered Entity or a BHC Act Affiliate of such Underwriter becomes subject to a proceeding under a
U.S. Special Resolution Regime, Default Rights under this Agreement that may be exercised against such Underwriter are permitted to be exercised to
no greater extent than such Default Rights could be exercised under the U.S. Special Resolution Regime if this Agreement were governed by the laws
of the United States or a state of the United States.
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(c) For purpose of this Section 18(i), (A) the term “BHC Act Affiliate” has the meaning assigned to the term “affiliate” in, and shall be interpreted
in accordance with, 12 U.S.C. § 1841(k); (B) the term “Covered Entity” means any of the following: (1) a “covered entity” as that term is defined in,
and interpreted in accordance with, 12 C.F.R. § 252.82(b); (2) a “covered bank” as that term is defined in, and interpreted in accordance with, 12 C.F.R.
§ 47.3(b); or (3) a “covered FSI” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 382.2(b); (C) the term “Default Rights” has
the meaning assigned to that term in, and shall be interpreted in accordance with, 12 C.F.R. §§ 252.81, 47.2 or 382.1, as applicable; and (D) the term
“U.S. Special Resolution Regime” means each of (1) the Federal Deposit Insurance Act and the regulations promulgated thereunder and (2) Title II of
the Dodd-Frank Wall Street Reform and Consumer Protection Act and the regulations promulgated thereunder.
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Please confirm that the foregoing correctly sets forth the agreement between us by signing in the space provided below for that purpose,
whereupon this letter shall constitute a binding agreement between the Company and the several Underwriters in accordance with its terms.
Yours very truly,
KENTUCKY UTILITIES COMPANY
By:
/s/ Daniel Arbough
Name: Daniel K. Arbough
Title: Treasurer
[Signature Page to Underwriting Agreement]
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The foregoing Underwriting Agreement is hereby confirmed
and accepted as of the date first above written.
MERRILL LYNCH, PIERCE, FENNER & SMITH
INCORPORATED
By:
/s/ Andrew Karp
Name: Andrew Karp
Title: Managing Director
By: MIZUHO SECURITIES USA LLC
/s/ Brittany Pinkerton
Name: Brittany Pinkerton
Title: Managing Director
By: MUFG SECURITIES AMERICAS INC.
/s/ Richard Testa
Name: Richard Testa
Title: Managing Director
Acting on behalf of itself and as the Underwriter named in
Section 3 hereof.
[Signature Page to Underwriting Agreement]
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SCHEDULE A
Issuer General Use Free Writing Prospectus
1.

Final Terms and Conditions, dated March 18, 2019, for $300,000,000 aggregate principal amount of First Mortgage Bonds, 4.375% Series due
2045 filed with the Commission by the Company pursuant to Rule 433 under the Securities Act, a form of which is included herein as Annex I.
Section A
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SCHEDULE B
Information Represented and Warranted by the Underwriters
Pursuant to Section 2 of the Underwriting Agreement
1.

The third paragraph under the caption “Underwriting” in the Prospectus related to the initial public offering price and selling concessions;

2.

The second and third sentences of the fourth paragraph under the caption “Underwriting” in the Prospectus related to the market making;

3.

The fifth, sixth and seventh paragraphs under the caption “Underwriting” in the Prospectus related to short sales, stabilizing transactions and
short covering transactions; and

4.

The eleventh and twelfth paragraphs under the caption “Underwriting” in the Prospectus related to activities of the Underwriters.
Section B
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Form of Final Term Sheet
KENTUCKY UTILITIES COMPANY
$300,000,000 FIRST MORTGAGE BONDS, 4.375% SERIES DUE 2045
Issuer:

Kentucky Utilities Company

Issuance Format:

SEC Registered

Trade Date:

March 18, 2019

Settlement Date:

April 1, 2019 (T+10)

Title:

First Mortgage Bonds, 4.375% due 2045

Principal Amount

$300,000,000
The bonds will be part of the same series of bonds as the $250,000,000 aggregate principal
amount of Kentucky Utilities Company’s 4.375% First Mortgage Bonds series due 2045,
originally issued on September 28, 2015.

Stated Maturity Date:

October 1, 2045

Interest Payment Dates:

April 1 and October 1, commencing October 1, 2019

Annual Interest Rate:

4.375%

Price to Public:

101.845% of the principal amount per bond, plus accrued interest, if any, for the period
from and including April 1, 2019 to but excluding, the date of issuance of the bonds

Benchmark Treasury:

3.375% due November 15, 2048

Benchmark Treasury Yield:

3.007%

Spread to Benchmark Treasury:

+125 basis points

Yield to Maturity:

4.257%

Optional Redemption:

Prior to April 1, 2045 (the “Par Call Date”), the bonds will be redeemable, in whole at any
time or in part from time to time, at a redemption price equal to the greater of (i) 100% of
the principal amount of the bonds being redeemed and (ii) the sum of the present values of
the remaining scheduled payments of principal and interest on the bonds being redeemed
that would be due if the Stated Maturity Date of such bonds were the Par Call Date (not
including any portion of any payments of interest accrued to, but not including, the
Redemption Date), discounted to the Redemption Date on a semi-annual basis at the
Adjusted Treasury Rate, plus 25 basis points; plus, in either case, accrued and unpaid
interest to the Redemption Date. On or after the Par Call Date, the bonds will be redeemable
at a redemption price equal to 100% of the principal amount of the bonds being redeemed,
plus accrued and unpaid interest to the Redemption Date.

CUSIP / ISIN:

491674BL0 / US491674BL00
Annex I
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Joint Book-Running Managers:

Merrill Lynch, Pierce, Fenner & Smith
Incorporated
Mizuho Securities USA LLC
MUFG Securities Americas Inc.
RBC Capital Markets, LLC
Scotia Capital (USA) Inc.

Co-Managers:

BMO Capital Markets Corp.
BNP Paribas Securities Corp.
BNY Mellon Capital Markets, LLC
U.S. Bancorp Investments, Inc.

Under Rule 15c6-1 under the Exchange Act, trades in the secondary market are required to settle in two business days, unless the parties to any
such trade expressly agree otherwise. Accordingly, purchasers who wish to trade Bonds on the date hereof or the next seven succeeding business
days will be required, by virtue of the fact that the Bonds initially will settle in T+10, to specify an alternate settlement arrangement at the time of
any such trade to prevent a failed settlement. Purchasers of the Bonds who wish to trade the Bonds on the date hereof or the next seven succeeding
business days should consult their advisors.
The issuer has filed a registration statement (including a prospectus) with the SEC for the offering to which this communication relates. Before
you invest, you should read the prospectus in that registration statement and other documents the issuer has filed with the SEC for more complete
information about the issuer and this offering. You may get these documents for free by visiting EDGAR on the SEC Web site at www.sec.gov.
Alternatively, the issuer, any underwriter or any dealer participating in the offering will arrange to send you the prospectus if you request it by
calling Merrill Lynch, Pierce, Fenner & Smith Incorporated toll-free at 1-800-294-1322, Mizuho Securities USA LLC toll-free at 1-866-271-7403
or MUFG Securities Americas Inc. toll-free at 1-877-649-6848.
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q
[X]

[ ]

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 for the quarterly period
ended March 31, 2019.
OR
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 for the transition period from
_________ to ___________

Commission File
Number

Registrant; State of Incorporation;
Address and Telephone Number

IRS Employer
Identification No.

1-11459

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

23-2758192

1-905

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

23-0959590

333-173665

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

20-0523163

1-2893

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

61-0264150

1-3464

Kentucky Utilities Company
(Exact name of Registrant as specified in its charter)
(Kentucky and Virginia)
One Quality Street
Lexington, KY 40507-1462
(502) 627-2000

61-0247570
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Indicate by check mark whether the registrants (1) have filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934
during the preceding 12 months (or for such shorter period that the registrants were required to file such reports), and (2) have been subject to such filing
requirements for the past 90 days.
PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

Yes
Yes
Yes
Yes
Yes

X
X
X
X
X

No
No
No
No
No

Indicate by check mark whether the registrants have submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of
Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrants were required to submit such files).
PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

Yes
Yes
Yes
Yes
Yes

X
X
X
X
X

No
No
No
No
No

Indicate by check mark whether the registrants are large accelerated filers, accelerated filers, non-accelerated filers, smaller reporting companies or emerging
growth companies. See the definitions of "large accelerated filer," "accelerated filer," "smaller reporting company" and "emerging growth company" in Rule
12b-2 of the Exchange Act.

PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

Large accelerated
filer
[X]
[ ]
[ ]
[ ]
[ ]

Accelerated
filer
[ ]
[ ]
[ ]
[ ]
[ ]

Non-accelerated
filer
[ ]
[X]
[X]
[X]
[X]

Smaller reporting
company
[ ]
[ ]
[ ]
[ ]
[ ]

Emerging growth
company
[ ]
[ ]
[ ]
[ ]
[ ]

If emerging growth companies, indicate by check mark if the registrants have elected not to use the extended transition period for complying with any new or
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.
PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

[
[
[
[
[

]
]
]
]
]

Indicate by check mark whether the registrants are shell companies (as defined in Rule 12b-2 of the Exchange Act).
PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company
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Securities registered pursuant to Section 12(b) of the Act:
Title of each class
Common Stock of PPL Corporation

Trading Symbol:
PPL

Name of each exchange on which registered
New York Stock Exchange

Junior Subordinated Notes of PPL Capital Funding, Inc.
2007 Series A due 2067
2013 Series B due 2073

PPL/67
PPX

New York Stock Exchange
New York Stock Exchange

Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of the latest practicable date.
PPL Corporation

Common stock, $0.01 par value, 721,742,302 shares outstanding at April 25, 2019.

PPL Electric Utilities Corporation

Common stock, no par value, 66,368,056 shares outstanding and all held by PPL Corporation
at April 25, 2019.

LG&E and KU Energy LLC

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

Louisville Gas and Electric Company

Common stock, no par value, 21,294,223 shares outstanding and all held by LG&E and KU
Energy LLC at April 25, 2019.

Kentucky Utilities Company

Common stock, no par value, 37,817,878 shares outstanding and all held by LG&E and KU
Energy LLC at April 25, 2019.

This document is available free of charge at the Investors section of PPL Corporation's website at www.pplweb.com. However, information on this
website does not constitute a part of this Form 10-Q.
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PPL CORPORATION
PPL ELECTRIC UTILITIES CORPORATION
LG&E AND KU ENERGY LLC
LOUISVILLE GAS AND ELECTRIC COMPANY
KENTUCKY UTILITIES COMPANY
FORM 10-Q
FOR THE QUARTER ENDED MARCH 31, 2019
Table of Contents
This combined Form 10-Q is separately filed by the following Registrants in their individual capacity: PPL Corporation, PPL Electric Utilities Corporation,
LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company. Information contained herein relating to any individual
Registrant is filed by such Registrant solely on its own behalf, and no Registrant makes any representation as to information relating to any other Registrant,
except that information under "Forward-Looking Information" relating to subsidiaries of PPL Corporation is also attributed to PPL Corporation and
information relating to the subsidiaries of LG&E and KU Energy LLC is also attributed to LG&E and KU Energy LLC.
Unless otherwise specified, references in this Report, individually, to PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC,
Louisville Gas and Electric Company and Kentucky Utilities Company are references to such entities directly or to one or more of their subsidiaries, as the
case may be, the financial results of which subsidiaries are consolidated into such Registrants' financial statements in accordance with GAAP. This
presentation has been applied where identification of particular subsidiaries is not material to the matter being disclosed, and to conform narrative disclosures
to the presentation of financial information on a consolidated basis.
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GLOSSARY OF TERMS AND ABBREVIATIONS
PPL Corporation and its subsidiaries
KU - Kentucky Utilities Company, a public utility subsidiary of LKE engaged in the regulated generation, transmission, distribution and sale of electricity,
primarily in Kentucky.
LG&E - Louisville Gas and Electric Company, a public utility subsidiary of LKE engaged in the regulated generation, transmission, distribution and sale of
electricity and the distribution and sale of natural gas in Kentucky.
LKE - LG&E and KU Energy LLC, a subsidiary of PPL and the parent of LG&E, KU and other subsidiaries.
LKS - LG&E and KU Services Company, a subsidiary of LKE that provides administrative, management, and support services primarily to LKE and its
subsidiaries.
PPL - PPL Corporation, the parent holding company of PPL Electric, PPL Energy Funding, PPL Capital Funding, LKE and other subsidiaries.
PPL Capital Funding - PPL Capital Funding, Inc., a financing subsidiary of PPL that provides financing for the operations of PPL and certain subsidiaries.
Debt issued by PPL Capital Funding is guaranteed as to payment by PPL.
PPL Electric - PPL Electric Utilities Corporation, a public utility subsidiary of PPL engaged in the regulated transmission and distribution of electricity in
its Pennsylvania service area and that provides electricity supply to its retail customers in this area as a PLR.
PPL Energy Funding - PPL Energy Funding Corporation, a subsidiary of PPL and the parent holding company of PPL Global and other subsidiaries.
PPL EU Services - PPL EU Services Corporation, a subsidiary of PPL that provides administrative, management and support services primarily to PPL
Electric.
PPL Global - PPL Global, LLC, a subsidiary of PPL Energy Funding that, primarily through its subsidiaries, owns and operates WPD, PPL's regulated
electricity distribution businesses in the U.K.
PPL Services - PPL Services Corporation, a subsidiary of PPL that provides administrative, management and support services to PPL and its subsidiaries.
PPL WPD Limited - an indirect U.K. subsidiary of PPL Global. Following a reorganization in October 2015 and October 2017, PPL WPD Limited is an
indirect parent to WPD plc having previously been a sister company.
Safari Energy - Safari Energy, LLC, an indirect subsidiary of PPL, acquired in June 2018, that provides solar energy solutions for commercial customers in
the U.S.
WPD - refers to PPL WPD Limited and its subsidiaries.
WPD (East Midlands) - Western Power Distribution (East Midlands) plc, a British regional electricity distribution utility company.
WPD plc - Western Power Distribution plc, an indirect U.K. subsidiary of PPL WPD Limited. Its principal indirectly owned subsidiaries are WPD (East
Midlands), WPD (South Wales), WPD (South West) and WPD (West Midlands).
WPD Midlands - refers to WPD (East Midlands) and WPD (West Midlands), collectively.
WPD (South Wales) - Western Power Distribution (South Wales) plc, a British regional electricity distribution utility company.
WPD (South West) - Western Power Distribution (South West) plc, a British regional electricity distribution utility company.
i
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WPD (West Midlands) - Western Power Distribution (West Midlands) plc, a British regional electricity distribution utility company.
WKE - Western Kentucky Energy Corp., a subsidiary of LKE that leased certain non-regulated utility generating plants in western Kentucky until July 2009.
Other terms and abbreviations

£ - British pound sterling.
2018 Form 10-K - Annual Report to the SEC on Form 10-K for the year ended December 31, 2018.
Act 11 - Act 11 of 2012 that became effective on April 16, 2012. The Pennsylvania legislation authorized the PUC to approve two specific ratemaking
mechanisms: the use of a fully projected future test year in base rate proceedings and, subject to certain conditions, a DSIC.
Act 129 - Act 129 of 2008 that became effective in October 2008. The law amended the Pennsylvania Public Utility Code and created an energy efficiency
and conservation program and smart metering technology requirements, adopted new PLR electricity supply procurement rules, provided remedies for market
misconduct and changed the Alternative Energy Portfolio Standard (AEPS).
Act 129 Smart Meter program - PPL Electric's system wide meter replacement program that installs wireless digital meters that provide secure
communication between PPL Electric and the meter as well as all related infrastructure.
Adjusted Gross Margins - a non-GAAP financial measure of performance used in "Item 2. Combined Management's Discussion and Analysis of Financial
Condition and Results of Operations" (MD&A).
Advanced Metering System - meters and meter-reading systems that provide two-way communication capabilities, which communicate usage and other
relevant data to LG&E and KU at regular intervals, and are also able to receive information from LG&E and KU, such as software upgrades and requests to
provide meter readings in real time.
AFUDC - allowance for funds used during construction. The cost of equity and debt funds used to finance construction projects of regulated businesses,
which is capitalized as part of construction costs.
AOCI - accumulated other comprehensive income or loss.
ARO - asset retirement obligation.
ATM Program - at-the-market stock offering program.
CCR(s) - coal combustion residual(s). CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes.
Clean Air Act - federal legislation enacted to address certain environmental issues related to air emissions, including acid rain, ozone and toxic air
emissions.
Clean Water Act - federal legislation enacted to address certain environmental issues relating to water quality including effluent discharges, cooling water
intake, and dredge and fill activities.
CPCN - Certificate of Public Convenience and Necessity. Authority granted by the KPSC pursuant to Kentucky Revised Statute 278.020 to provide utility
service to or for the public or the construction of certain plant, equipment, property or facility for furnishing of utility service to the public.
Customer Choice Act - the Pennsylvania Electricity Generation Customer Choice and Competition Act, legislation enacted to restructure the state's
electric utility industry to create retail access to a competitive market for generation of electricity.
Depreciation not normalized - the flow-through income tax impact related to the state regulatory treatment of depreciation-related timing differences.
ii
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DNO - Distribution Network Operator in the U.K.
DRIP - PPL Amended and Restated Dividend Reinvestment and Direct Stock Purchase Plan.
DSIC - Distribution System Improvement Charge. Authorized under Act 11, which is an alternative ratemaking mechanism providing more-timely cost
recovery of qualifying distribution system capital expenditures.
DSM - Demand Side Management. Pursuant to Kentucky Revised Statute 278.285, the KPSC may determine the reasonableness of DSM programs proposed
by any utility under its jurisdiction. DSM programs consist of energy efficiency programs intended to reduce peak demand and delay the investment in
additional power plant construction, provide customers with tools and information regarding their energy usage and support energy efficiency.
DUoS - Distribution Use of System, the charge to licensed third party energy suppliers who are WPD's customers and use WPD's networks to deliver
electricity to their customers, the end-users.
Earnings from Ongoing Operations - a non-GAAP financial measure of earnings adjusted for the impact of special items and used in "Item 2. Combined
Management's Discussion and Analysis of Financial Condition and Results of Operations" (MD&A).
ECR - Environmental Cost Recovery. Pursuant to Kentucky Revised Statute 278.183, Kentucky electric utilities are entitled to the current recovery of costs
of complying with the Clean Air Act, as amended, and those federal, state or local environmental requirements that apply to coal combustion wastes and
byproducts from the production of energy from coal.
ELG(s) - Effluent Limitation Guidelines, regulations promulgated by the EPA.
EPA - Environmental Protection Agency, a U.S. government agency.
EPS - earnings per share.
FERC - Federal Energy Regulatory Commission, the U.S. federal agency that regulates, among other things, interstate transmission and wholesale sales of
electricity, hydroelectric power projects and related matters.
GAAP - Generally Accepted Accounting Principles in the U.S.
GBP - British pound sterling.
GHG(s) - greenhouse gas(es).
GLT - gas line tracker. The KPSC approved mechanism for LG&E's recovery of costs associated with gas transmission lines, gas service lines, gas risers, leak
mitigation, and gas main replacements.
HB 487 - House Bill 487. Comprehensive Kentucky state tax legislation enacted in April 2018.
IRS - Internal Revenue Service, a U.S. government agency.
KPSC - Kentucky Public Service Commission, the state agency that has jurisdiction over the regulation of rates and service of utilities in Kentucky.
kWh - kilowatt hour, basic unit of electrical energy.
LIBOR - London Interbank Offered Rate.
MATS - Mercury and Air Toxics Standards, regulations promulgated by the EPA.
Moody's - Moody's Investors Service, Inc., a credit rating agency.
MW - megawatt, one thousand kilowatts.
iii
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NAAQS - National Ambient Air Quality Standards periodically adopted pursuant to the Clean Air Act.
NERC - North American Electric Reliability Corporation.
New Source Review - a Clean Air Act program that requires industrial facilities to install updated pollution control equipment when they are built or when
making a modification that increases emissions beyond certain allowable thresholds.
NPNS - the normal purchases and normal sales exception as permitted by derivative accounting rules. Derivatives that qualify for this exception may receive
accrual accounting treatment.
OCI - other comprehensive income or loss.
Ofgem - Office of Gas and Electricity Markets, the British agency that regulates transmission, distribution and wholesale sales of electricity and gas and
related matters.
OVEC - Ohio Valley Electric Corporation, located in Piketon, Ohio, an entity in which LKE indirectly owns an 8.13% interest (consists of LG&E's 5.63%
and KU's 2.50% interests), which is recorded at cost. OVEC owns and operates two coal-fired power plants, the Kyger Creek plant in Ohio and the Clifty
Creek plant in Indiana, with combined capacities of 2,120 MW.
Performance unit - stock-based compensation award that represents a variable number of shares of PPL common stock that a recipient may receive based on
PPL's attainment of (i) relative total shareowner return (TSR) over a three-year performance period as compared to companies in the Philadelphia Stock
Exchange Utility Index; or (ii) corporate return on equity (ROE) based on the average of the annual ROE for each year of the three-year performance period.
PJM - PJM Interconnection, L.L.C., operator of the electricity transmission network and electricity energy market in all or parts of Delaware, Illinois, Indiana,
Kentucky, Maryland, Michigan, New Jersey, North Carolina, Ohio, Pennsylvania, Tennessee, Virginia, West Virginia and the District of Columbia.
PLR - Provider of Last Resort, the role of PPL Electric in providing default electricity supply within its delivery area to retail customers who have not chosen
to select an alternative electricity supplier under the Customer Choice Act.
PP&E - property, plant and equipment.
PPL EnergyPlus - prior to the June 1, 2015 spinoff, PPL Energy Supply, LLC, PPL EnergyPlus, LLC, a subsidiary of PPL Energy Supply that marketed and
traded wholesale and retail electricity and gas, and supplied energy and energy services in competitive markets.
PPL Energy Supply - prior to the June 1, 2015 spinoff, PPL Energy Supply, LLC, a subsidiary of PPL Energy Funding and the indirect parent company of
PPL Montana, LLC.
PPL Montana - prior to the June 1, 2015 spinoff of PPL Energy Supply, PPL Montana, LLC, an indirect subsidiary of PPL Energy Supply that generated
electricity for wholesale sales in Montana and the Pacific Northwest.
PUC - Pennsylvania Public Utility Commission, the state agency that regulates certain ratemaking, services, accounting and operations of Pennsylvania
utilities.
RAV - regulatory asset value. This term, used within the U.K. regulatory environment, is also commonly known as RAB or regulatory asset base. RAV is
based on historical investment costs at time of privatization, plus subsequent allowed additions less annual regulatory depreciation, and represents the value
on which DNOs earn a return in accordance with the regulatory cost of capital. RAV is indexed to Retail Price Index (RPI) in order to allow for the effects of
inflation. RAV additions have been and continue to be based on a percentage of annual total expenditures that have a long-term benefit to WPD (similar to
capital projects for the U.S. regulated businesses that are generally included in rate base).
RCRA - Resource Conservation and Recovery Act of 1976.
Registrant(s) - refers to the Registrants named on the cover of this Report (each a "Registrant" and collectively, the "Registrants").
iv
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Regulation S-X - SEC regulation governing the form and content of and requirements for financial statements required to be filed pursuant to the federal
securities laws.
RFC - ReliabilityFirst Corporation, one of eight regional entities with delegated authority from NERC that work to safeguard the reliability of the bulk power
systems throughout North America.
RIIO - Ofgem's framework for setting U.K. regulated gas and electric utility price controls which stands for "Revenues = Incentive + Innovation + Outputs."
RIIO-1 refers to the first generation of price controls under the RIIO framework. RIIO-ED1 refers to the RIIO regulatory price control applicable to the
operators of U.K. electricity distribution networks, the duration of which is April 2015 through March 2023. RIIO-2 refers to the second generation of price
controls under the RIIO framework. RIIO-ED2 refers to the second generation of the RIIO regulatory price control applicable to the operators of U.K.
electricity distribution networks, which will begin in April 2023.
Riverstone - Riverstone Holdings LLC, a Delaware limited liability company and, as of December 6, 2016, ultimate parent company of the entities that own
the competitive power generation business contributed to Talen Energy.
RPI - retail price index, is a measure of inflation in the United Kingdom published monthly by the Office for National Statistics.
Sarbanes-Oxley - Sarbanes-Oxley Act of 2002, which sets requirements for management's assessment of internal controls for financial reporting. It also
requires an independent auditor to make its own assessment.
SCRs - selective catalytic reduction, a pollution control process for the removal of nitrogen oxide from exhaust gas.
Scrubber - an air pollution control device that can remove particulates and/or gases (primarily sulfur dioxide) from exhaust gases.
SEC - the U.S. Securities and Exchange Commission, a U.S. government agency primarily responsible to protect investors and maintain the integrity of the
securities markets.
SERC - SERC Reliability Corporation, one of eight regional entities with delegated authority from NERC that work to safeguard the reliability of the bulk
power systems throughout North America.
Smart metering technology - technology that can measure, among other things, time of electricity consumption to permit offering rate incentives for
usage during lower cost or demand intervals. The use of this technology also has the potential to strengthen network reliability.
S&P - S&P Global Ratings, a credit rating agency.
Superfund - federal environmental statute that addresses remediation of contaminated sites; states also have similar statutes.
Talen Energy - Talen Energy Corporation, the Delaware corporation formed to be the publicly traded company and owner of the competitive generation
assets of PPL Energy Supply and certain affiliates of Riverstone, which as of December 6, 2016, became wholly owned by Riverstone.
Talen Energy Marketing - Talen Energy Marketing, LLC, the new name of PPL EnergyPlus subsequent to the spinoff of PPL Energy Supply.
TCJA - Tax Cuts and Jobs Act. Comprehensive U.S. federal tax legislation enacted on December 22, 2017.
Treasury Stock Method - a method applied to calculate diluted EPS that assumes any proceeds that could be obtained upon exercise of options and
warrants (and their equivalents) would be used to purchase common stock at the average market price during the relevant period.
VEBA - Voluntary Employee Beneficiary Association. A tax-exempt trust under the Internal Revenue Code Section 501(c)(9) used by employers to fund and
pay eligible medical, life and similar benefits.
v
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VSCC - Virginia State Corporation Commission, the state agency that has jurisdiction over the regulation of Virginia corporations, including utilities.
vi
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Forward-looking Information
Statements contained in this Form 10-Q concerning expectations, beliefs, plans, objectives, goals, strategies, future events or performance and underlying
assumptions and other statements that are other than statements of historical fact are "forward-looking statements" within the meaning of the federal securities
laws. Although the Registrants believe that the expectations and assumptions reflected in these statements are reasonable, there can be no assurance that
these expectations will prove to be correct. Forward-looking statements are subject to many risks and uncertainties, and actual results may differ materially
from the results discussed in forward-looking statements. In addition to the specific factors discussed in each Registrant's 2018 Form 10-K and in "Item 2.
Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" in this Form 10-Q, the following are among the
important factors that could cause actual results to differ materially and adversely from the forward-looking statements:
• the outcome of rate cases or other cost recovery or revenue proceedings;
• changes in U.S. state or federal or U.K. tax laws or regulations;
• the direct or indirect effects on PPL or its subsidiaries or business systems of cyber-based intrusion or the threat of cyberattacks;
• significant decreases in demand for electricity in the U.S.;
• expansion of alternative and distributed sources of electricity generation and storage;
• changes in foreign currency exchange rates for British pound sterling and the related impact on unrealized gains and losses on PPL's foreign currency
economic hedges;
• the effectiveness of our risk management programs, including foreign currency and interest rate hedging;
• non-achievement by WPD of performance targets set by Ofgem;
• the effect of changes in RPI on WPD's revenues and index linked debt;
• developments related to ongoing negotiations regarding the U.K.'s intent to withdraw from the European Union and any actions in response thereto;
• the amount of WPD's pension deficit funding recovered in revenues after March 31, 2021, following the next triennial pension review that began in
March 2019;
• defaults by counterparties or suppliers for energy, capacity, coal, natural gas or key commodities, goods or services;
• capital market conditions, including the availability of capital or credit, changes in interest rates and certain economic indices, and decisions regarding
capital structure;
• a material decline in the market value of PPL's equity;
• significant decreases in the fair value of debt and equity securities and its impact on the value of assets in defined benefit plans, and the potential cash
funding requirements if fair value declines;
• interest rates and their effect on pension and retiree medical liabilities, ARO liabilities and interest payable on certain debt securities;
• volatility in or the impact of other changes in financial markets and economic conditions;
• the potential impact of any unrecorded commitments and liabilities of the Registrants and their subsidiaries;
• new accounting requirements or new interpretations or applications of existing requirements;
• changes in the corporate credit ratings or securities analyst rankings of the Registrants and their securities;
• any requirement to record impairment charges pursuant to GAAP with respect to any of our significant investments;
• laws or regulations to reduce emissions of GHGs or the physical effects of climate change;
• continuing ability to access fuel supply for LG&E and KU, as well as the ability to recover fuel costs and environmental expenditures in a timely manner
at LG&E and KU and natural gas supply costs at LG&E;
• weather and other conditions affecting generation, transmission and distribution operations, operating costs and customer energy use;
• catastrophic events such as fires, earthquakes, explosions, floods, tornadoes, hurricanes and other storms, droughts, pandemic health events or other
similar occurrences;
• war, armed conflicts, terrorist attacks, or similar disruptive events;
• changes in political, regulatory or economic conditions in states, regions or countries where the Registrants or their subsidiaries conduct business;
• receipt of necessary governmental permits and approvals;
• new state, federal or foreign legislation or regulatory developments;
• the impact of any state, federal or foreign investigations applicable to the Registrants and their subsidiaries and the energy industry;
• our ability to attract and retain qualified employees;
• the effect of any business or industry restructuring;
• development of new projects, markets and technologies;
• performance of new ventures;
1
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•
•
•

business dispositions or acquisitions and our ability to realize expected benefits from such business transactions;
collective labor bargaining negotiations; and
the outcome of litigation against the Registrants and their subsidiaries.

Any forward-looking statements should be considered in light of such important factors and in conjunction with other documents of the Registrants on file
with the SEC.
New factors that could cause actual results to differ materially from those described in forward-looking statements emerge from time to time, and it is not
possible for the Registrants to predict all such factors, or the extent to which any such factor or combination of factors may cause actual results to differ from
those contained in any forward-looking statement. Any forward-looking statement speaks only as of the date on which such statement is made, and the
Registrants undertake no obligation to update the information contained in such statement to reflect subsequent developments or information.
2
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PART I. FINANCIAL INFORMATION
ITEM 1. Financial Statements
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, except share data)

Three Months Ended March
31,
2019
Operating Revenues

$

Operating Expenses
Operation
Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses
Operating Income
Other Income (Expense) - net

2018

2,079

$

2,126

194
250
490
284
80

214
241
468
269
83

1,298

1,275

781

851

52

(43)

Interest Expense

241

239

Income Before Income Taxes

592

569

Income Taxes

126

117

Net Income

$

466

$

452

Earnings Per Share of Common Stock:
Net Income Available to PPL Common Shareowners:
Basic
Diluted

$
$

0.65
0.64

$
$

0.65
0.65

Weighted-Average Shares of Common Stock Outstanding
(in thousands)
Basic
Diluted

721,023
729,953

694,514
695,322

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended March
31,
2019
Net income

$

Other comprehensive income (loss):
Amounts arising during the period - gains (losses), net of tax (expense) benefit:
Foreign currency translation adjustments, net of tax of $0, $0
Qualifying derivatives, net of tax of $4, $4
Defined benefit plans:
Net actuarial gain (loss), net of tax of $1, $0
Reclassifications from AOCI - (gains) losses, net of tax expense (benefit):
Qualifying derivatives, net of tax of ($6), ($2)
Defined benefit plans:
Net actuarial (gain) loss, net of tax of ($5), ($9)
Total other comprehensive income
$

Comprehensive income

2018
466

$

452

294
(19)

116
(20)

(3)

(1)

24

12

21

36

317

143

783

$

595

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended March
31,
2019
Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation
Amortization
Defined benefit plans - (income)
Deferred income taxes and investment tax credits
Unrealized losses on derivatives, and other hedging activities
Stock-based compensation expense
Other
Change in current assets and current liabilities
Accounts receivable
Accounts payable
Unbilled revenues
Fuel, materials and supplies
Prepayments
Regulatory assets and liabilities, net
Accrued interest
Other current liabilities
Other
Other operating activities
Defined benefit plans - funding
Other assets
Other liabilities

$

Net cash provided by operating activities
Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Purchase of investments
Proceeds from the sale of investments
Other investing activities
Net cash used in investing activities
Cash Flows from Financing Activities
Issuance of long-term debt
Issuance of common stock
Payment of common stock dividends
Net increase in short-term debt
Other financing activities
Net cash provided by financing activities
Effect of Exchange Rates on Cash, Cash Equivalents and Restricted Cash

2018

466

$

284
22
(66)
89
53
14
(3)

269
21
(50)
59
85
15
(3)

(57)
(94)
48
31
(86)
(25)
48
(72)
(21)

(71)
(36)
58
43
(73)
64
39
(120)
6

(127)
(20)
(10)

(150)
(30)
(12)

474

566

(729)
(55)
57
5

(750)
—
—
(3)

(722)

(753)

—
22
(296)
424
(8)

144
100
(273)
369
(9)

142

331

3

Net Increase (Decrease) in Cash, Cash Equivalents and Restricted Cash
Cash, Cash Equivalents and Restricted Cash at Beginning of Period

452

(2)

(103)
643

142
511

Cash, Cash Equivalents and Restricted Cash at End of Period

$

540

$

653

Supplemental Disclosures of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at March 31,
Accrued expenditures for intangible assets at March 31,

$
$

322
64

$
$

313
65
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

March 31,
2019

December 31,
2018

Assets
Current Assets
Cash and cash equivalents
Accounts receivable (less reserve: 2019, $61; 2018, $56)
Customer
Other
Unbilled revenues
Fuel, materials and supplies
Prepayments
Price risk management assets
Other current assets

$

518

Regulated utility plant, net

663
107
496
303
70
109
63

2,429

2,432

40,752
7,532

39,734
7,310

33,220

32,424

357
104

355
101

253
1,834

254
1,780

35,307

34,458

1,666
3,260
728
715
172
290

1,673
3,162
716
535
228
192

6,831

6,506

Non-regulated property, plant and equipment
Less: accumulated depreciation - non-regulated property, plant and equipment
Non-regulated property, plant and equipment, net
Construction work in progress
Property, Plant and Equipment, net
Other Noncurrent Assets
Regulatory assets
Goodwill
Other intangibles
Pension benefit asset
Price risk management assets
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

621

749
104
456
274
157
109
62

Total Current Assets
Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

$

44,567

$

43,396

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

March 31,
2019

December 31,
2018

Liabilities and Equity
Current Liabilities
Short-term debt
Long-term debt due within one year
Accounts payable
Taxes
Interest
Dividends
Customer deposits
Regulatory liabilities
Other current liabilities

$

1,428
202
823
112
332
298
260
100
506

Total Current Liabilities
Long-term Debt
Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment tax credits
Accrued pension obligations
Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

$

1,430
530
989
110
278
296
257
122
551

4,061

4,563

21,114

20,069

2,941
125
718
267
2,700
469

2,796
126
771
264
2,714
436

7,220

7,107

7
11,051
4,761
(3,647)

7
11,021
4,593
(3,964)

12,172

11,657

Commitments and Contingent Liabilities (Notes 7 and 11)
Equity
Common stock - $0.01 par value (a)
Additional paid-in capital
Earnings reinvested
Accumulated other comprehensive loss
Total Equity
$

Total Liabilities and Equity
(a)

44,567

$

43,396

1,560,000 shares authorized; 721,371 and 720,323 shares issued and outstanding at March 31, 2019 and December 31, 2018.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding (a)

Additional
paid-in
capital

Common
stock

Accumulated
other
comprehensive
loss

Earnings
reinvested

December 31, 2018
Common stock issued
Stock-based compensation
Net income
Dividends and dividend equivalents (b)
Other comprehensive income

720,323
1,048

March 31, 2019

721,371

$

7

$

11,051

$

4,761

$

December 31, 2017
Common stock issued
Stock-based compensation
Net income
Dividends and dividend equivalents (b)
Other comprehensive income

693,398
3,985

$

7

$

10,305
115
(9)

$

3,871

March 31, 2018

697,383

$

7

$

11,021
32
(2)

$

4,593

$

(3,964)

Total

$

11,657
32
(2)
466
(298)
317

(3,647)

$

12,172

$

(3,422)

$

10,761
115
(9)
452
(286)
143

$

(3,279)

$

11,176

466
(298)
317

452
(286)
143
$

7

$

10,411

$

4,037

(a) Shares in thousands. Each share entitles the holder to one vote on any question presented at any shareowners' meeting.
(b) Dividends declared per share of common stock at March 31, 2019 and March 31, 2018: $0.4125 and $0.4100.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended March
31,
2019
Operating Revenues

$

Operating Expenses
Operation
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income

2018
645

$

639

171
150
95
31

161
133
85
32

447

411

198

228

Other Income (Expense) - net

5

6

Interest Income from Affiliate

2

—

42

37

163

197

42

49

Total Operating Expenses
Operating Income

Interest Expense
Income Before Income Taxes
Income Taxes
$

Net Income (a)
(a)

121

$

148

Net income equals comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended March
31,
2019
Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation
Amortization
Defined benefit plans - expense
Deferred income taxes and investment tax credits
Other
Change in current assets and current liabilities
Accounts receivable
Accounts payable
Unbilled revenues
Prepayments
Regulatory assets and liabilities, net
Taxes payable
Other
Other operating activities
Defined benefit plans - funding
Other assets
Other liabilities

$

Net cash provided by operating activities
Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Expenditures for intangible assets
Net cash used in investing activities
Cash Flows from Financing Activities
Payment of common stock dividends to parent
Net increase in short-term debt
Other financing activities
Net cash provided by (used in) financing activities
Net Decrease in Cash, Cash Equivalents and Restricted Cash
Cash, Cash Equivalents and Restricted Cash at Beginning of Period

2018

121

$

95
5
—
16
(2)

85
6
2
21
(5)

(25)
(5)
13
(88)
(15)
(2)
(12)

(30)
(36)
16
(69)
5
4
(19)

(21)
2
(1)

(28)
(25)
1

81

76

(264)
—

(245)
(1)

(264)

(246)

(120)
60
(1)

(72)
213
—

(61)

141

(244)
269

Cash, Cash Equivalents and Restricted Cash at End of Period

148

(29)
51

$

25

$

22

$

142

$

147

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at March 31,
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

March 31,
2019

December 31,
2018

Assets
Current Assets
Cash and cash equivalents
Accounts receivable (less reserve: 2019, $30; 2018, $27)
Customer
Other
Accounts receivable from affiliates
Unbilled revenues
Materials and supplies
Prepayments
Regulatory assets
Other current assets

$

23

$

267

320
19
11
107
24
86
11
9

264
38
11
120
25
5
11
9

610

750

11,794
2,892

11,637
2,856

Regulated utility plant, net
Construction work in progress

8,902
609

8,781
586

Property, Plant and Equipment, net

9,511

9,367

809
260
53

824
260
42

1,122

1,126

Total Current Assets
Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

Other Noncurrent Assets
Regulatory assets
Intangibles
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

11,243

$

11,243

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

March 31,
2019

December 31,
2018

Liabilities and Equity
Current Liabilities
Short-term debt
Accounts payable
Accounts payable to affiliates
Taxes
Interest
Regulatory liabilities
Other current liabilities

$

60
373
48
10
42
60
84

Total Current Liabilities

$

—
418
25
12
37
74
101

677

667

Long-term Debt

3,694

3,694

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

1,345
257
667
141

1,320
282
675
144

2,410

2,421

364
3,158
940

364
3,158
939

4,462

4,461

Total Deferred Credits and Other Noncurrent Liabilities
Commitments and Contingent Liabilities (Notes 7 and 11)
Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
$

Total Liabilities and Equity
(a)

11,243

$

11,243

170,000 shares authorized; 66,368 shares issued and outstanding at March 31, 2019 and December 31, 2018.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding
(a)

Additional
paid-in
capital

Common
stock

Earnings
reinvested

Total

December 31, 2018
Net income
Dividends declared on common stock

66,368

$

364

$

3,158

$

939
121
(120)

$

4,461
121
(120)

March 31, 2019

66,368

$

364

$

3,158

$

940

$

4,462

December 31, 2017
Net income
Dividends declared on common stock

66,368

$

364

$

2,729

$

899
148
(72)

$

3,992
148
(72)

March 31, 2018

66,368

$

364

$

2,729

$

975

$

4,068

(a)

Shares in thousands. All common shares of PPL Electric stock are owned by PPL.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended March
31,
2019
Operating Revenues

$

Operating Expenses
Operation
Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses
Operating Income

2018
845

$

872

194
79
214
123
18

214
80
205
117
17

628

633

217

239

Other Income (Expense) - net

—

(3)

Interest Expense

54

50

Interest Expense with Affiliate

7

5

Income Before Income Taxes

156

181

32

39

Income Taxes
$

Net Income (a)
(a)

124

$

142

Net income approximates comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended March
31,
2019
Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation
Amortization
Defined benefit plans - expense
Deferred income taxes and investment tax credits
Other
Change in current assets and current liabilities
Accounts receivable
Accounts payable
Accounts payable to affiliates
Unbilled revenues
Fuel, materials and supplies
Regulatory assets and liabilities, net
Taxes payable
Accrued interest
Other
Other operating activities
Defined benefit plans - funding
Expenditures for asset retirement obligations
Other assets
Other liabilities

$

Net cash provided by operating activities
Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Net cash used in investing activities
Cash Flows from Financing Activities
Net increase (decrease) in notes payable with affiliate
Issuance of long-term debt
Net decrease in short-term debt
Distributions to member
Other financing activities
Net cash provided by financing activities
Net Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period

2018
124

$

142

123
10
3
36
(1)

117
5
3
8
—

8
(33)
7
21
29
(10)
(29)
42
(15)

(5)
10
2
31
42
60
7
42
(67)

(21)
(21)
(2)
(1)

(108)
(9)
(3)
1

270

278

(278)

(294)

(278)

(294)

74
—
(12)
(56)
—

12
100
(29)
(69)
(1)

6

13

(2)
24

(3)
30

Cash and Cash Equivalents at End of Period

$

22

$

27

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at March 31,

$

88

$

124

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

March 31,
2019

December 31,
2018

Assets
Current Assets
Cash and cash equivalents
Accounts receivable (less reserve: 2019, $28; 2018, $27)
Customer
Other
Unbilled revenues
Fuel, materials and supplies
Prepayments
Regulatory assets

$

22

$

24

239
60
148
219
25
27

239
63
169
248
25
25

740

793

13,806
2,146

13,721
2,125

Regulated utility plant, net
Construction work in progress

11,660
1,046

11,596
1,018

Property, Plant and Equipment, net

12,706

12,614

857
996
75
136

849
996
78
82

2,064

2,005

Total Current Assets
Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

Other Noncurrent Assets
Regulatory assets
Goodwill
Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

15,510

$

15,412

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

March 31,
2019

December 31,
2018

Liabilities and Equity
Current Liabilities
Short-term debt
Long-term debt due within one year
Notes payable with affiliates
Accounts payable
Accounts payable to affiliates
Customer deposits
Taxes
Price risk management liabilities
Regulatory liabilities
Interest
Asset retirement obligations
Other current liabilities

$

69
202
187
278
17
63
34
4
40
74
73
122

$

514
530
113
366
9
61
63
4
48
32
82
126

Total Current Liabilities

1,163

1,948

Long-term Debt
Long-term debt
Long-term debt to affiliate

5,084
650

4,322
650

Total Long-term Debt

5,734

4,972

999
125
17
259
214
2,033
175

956
126
16
282
214
2,039
136

3,822

3,769

4,791

4,723

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment tax credits
Price risk management liabilities
Accrued pension obligations
Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities
Commitments and Contingent Liabilities (Notes 7 and 11)
Member's Equity
Total Liabilities and Equity

$

15,510

$

15,412

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Member's
Equity
December 31, 2018
Net income
Distributions to member

$

4,723
124
(56)

March 31, 2019

$

4,791

December 31, 2017
Net income
Distributions to member
Other comprehensive income

$

4,563
142
(69)
1

March 31, 2018

$

4,637

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

Three Months Ended March
31,
2019
Operating Revenues
Retail and wholesale
Electric revenue from affiliate

$

Total Operating Revenues
Operating Expenses
Operation
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses
Operating Income

2018
397
13

$

407
12

410

419

78
74
2
94
51
9

79
76
6
89
48
9

308

307

102

112

Other Income (Expense) - net

—

(1)

Interest Expense

21

18

Income Before Income Taxes

81

93

Income Taxes

17

21

$

Net Income (a)
(a)

64

$

72

Net income equals comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF CASH FLOWS
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars)

Three Months Ended March
31,
2019
Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation
Amortization
Defined benefit plans - expense
Deferred income taxes and investment tax credits
Change in current assets and current liabilities
Accounts receivable
Accounts receivable from affiliates
Accounts payable
Accounts payable to affiliates
Unbilled revenues
Fuel, materials and supplies
Regulatory assets and liabilities, net
Taxes payable
Accrued interest
Other
Other operating activities
Defined benefit plans - funding
Expenditures for asset retirement obligations
Other liabilities

$

Net cash provided by operating activities
Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Net cash used in investing activities
Cash Flows from Financing Activities
Issuance of long-term debt
Net decrease in short-term debt
Payment of common stock dividends to parent
Other financing activities
Net cash provided by (used in) financing activities
Net Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period

2018
64

$

72

51
7
—
13

48
4
1
7

3
(4)
(7)
(3)
13
32
(8)
(12)
13
(1)

2
(7)
8
(2)
16
36
28
(1)
13
(16)

—
(4)
—

(55)
(5)
(3)

157

146

(117)

(150)

(117)

(150)

—
(10)
(30)
(1)

100
(62)
(34)
(1)

(41)

3

(1)
10

(1)
15

$

9

$

14

$

37

$

75

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at March 31,

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED BALANCE SHEETS
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars, shares in thousands)

March 31,
2019

December 31,
2018

Assets
Current Assets
Cash and cash equivalents
Accounts receivable (less reserve: 2019, $1; 2018, $1)
Customer
Other
Unbilled revenues
Accounts receivable from affiliates
Fuel, materials and supplies
Prepayments
Regulatory assets

$

9

$

10

110
37
64
28
95
12
22

110
30
77
24
127
12
21

377

411

5,861
777

5,816
741

Regulated utility plant, net
Construction work in progress

5,084
547

5,075
514

Property, Plant and Equipment, net

5,631

5,589

435
389
45
41

431
389
47
16

910

883

Total Current Assets
Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

Other Noncurrent Assets
Regulatory assets
Goodwill
Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

6,918

$

6,883

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED BALANCE SHEETS
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars, shares in thousands)

March 31,
2019

December 31,
2018

Liabilities and Equity
Current Liabilities
Short-term debt
Long-term debt due within one year
Accounts payable
Accounts payable to affiliates
Customer deposits
Taxes
Price risk management liabilities
Regulatory liabilities
Interest
Asset retirement obligations
Other current liabilities

$

69
106
152
23
31
14
4
10
24
24
42

Total Current Liabilities
Long-term Debt

279
434
172
26
29
26
4
17
11
23
39

499

1,060

1,903

1,375

644
34
17
85
911
104

628
34
16
80
915
88

1,795

1,761

424
1,795
502

424
1,795
468

2,721

2,687

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment tax credits
Price risk management liabilities
Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

$

Commitments and Contingent Liabilities (Notes 7 and 11)
Stockholder's Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
Total Liabilities and Equity
(a)

$

6,918

$

6,883

75,000 shares authorized; 21,294 shares issued and outstanding at March 31, 2019 and December 31, 2018.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF EQUITY
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding
(a)

Additional
paid-in
capital

Common
stock

Earnings
reinvested

Total

December 31, 2018
Net income
Cash dividends declared on common stock

21,294

$

424

$

1,795

$

468
64
(30)

$

2,687
64
(30)

March 31, 2019

21,294

$

424

$

1,795

$

502

$

2,721

December 31, 2017
Net income
Cash dividends declared on common stock

21,294

$

424

$

1,712

$

391
72
(34)

$

2,527
72
(34)

March 31, 2018

21,294

$

424

$

1,712

$

429

$

2,565

(a)

Shares in thousands. All common shares of LG&E stock are owned by LKE.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF INCOME
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Three Months Ended March
31,
2019
Operating Revenues
Retail and wholesale
Electric revenue from affiliate

$

Total Operating Revenues
Operating Expenses
Operation
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses
Operating Income
Other Income (Expense) - net

448
2

$

Income Before Income Taxes
Income Taxes
$

Net Income (a)

465
6

450

471

116
5
13
108
72
9

135
4
12
105
68
8

323

332

127

139

2

Interest Expense

(a)

2018

(3)

26

25

103

111

22

24

81

$

87

Net income equals comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF CASH FLOWS
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Three Months Ended March
31,
2019
Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation
Amortization
Deferred income taxes and investment tax credits
Other
Change in current assets and current liabilities
Accounts receivable
Accounts payable
Accounts payable to affiliates
Unbilled revenues
Fuel, materials and supplies
Regulatory assets and liabilities, net
Taxes payable
Accrued interest
Other
Other operating activities
Defined benefit plans - funding
Expenditures for asset retirement obligations
Other assets
Other liabilities

$

Net cash provided by operating activities
Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Net cash used in investing activities
Cash Flows from Financing Activities
Net increase (decrease) in short-term debt
Payment of common stock dividends to parent
Contributions from parent
Other financing activities
Net cash used in financing activities
Net Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period

2018
81

$

87

72
3
15
(1)

68
1
1
—

7
(16)
(1)
8
(3)
(2)
(3)
22
9

(7)
11
—
15
6
32
14
22
(15)

—
(17)
(2)
2

(47)
(4)
(3)
4

174

185

(161)

(143)

(161)

(143)

(2)
(39)
28
(1)

33
(79)
—
—

(14)

(46)

(1)
14

(4)
15

Cash and Cash Equivalents at End of Period

$

13

$

11

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at March 31,

$

51

$

48

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED BALANCE SHEETS
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars, shares in thousands)

March 31,
2019

December 31,
2018

Assets
Current Assets
Cash and cash equivalents
Accounts receivable (less reserve: 2019, $2; 2018, $2)
Customer
Other
Unbilled revenues
Fuel, materials and supplies
Prepayments
Regulatory assets

$

13

$

14

129
22
84
124
12
5

129
34
92
121
11
4

389

405

7,935
1,367

7,895
1,382

Regulated utility plant, net
Construction work in progress

6,568
497

6,513
503

Property, Plant and Equipment, net

7,065

7,016

422
607
30
96

418
607
31
63

1,155

1,119

Total Current Assets
Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

Other Noncurrent Assets
Regulatory assets
Goodwill
Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

8,609

$

8,540

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED BALANCE SHEETS
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars, shares in thousands)

March 31,
2019

December 31,
2018

Liabilities and Equity
Current Liabilities
Short-term debt
Long-term debt due within one year
Accounts payable
Accounts payable to affiliates
Customer deposits
Taxes
Regulatory liabilities
Interest
Asset retirement obligations
Other current liabilities

$

—
96
113
52
32
21
30
38
49
49

Total Current Liabilities

$

235
96
171
53
32
24
31
16
59
35

480

752

Long-term Debt

2,458

2,225

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment tax credits
Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities

755
91
129
1,122
62

735
92
134
1,124
36

2,159

2,121

308
2,689
515

308
2,661
473

3,512

3,442

Total Deferred Credits and Other Noncurrent Liabilities
Commitments and Contingent Liabilities (Notes 7 and 11)
Stockholder's Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
Total Liabilities and Equity
(a)

$

8,609

$

8,540

80,000 shares authorized; 37,818 shares issued and outstanding at March 31, 2019 and December 31, 2018.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF EQUITY
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding
(a)

Additional
paid-in
capital

Common
stock

Earnings
reinvested

December 31, 2018
Capital contributions from parent
Net income
Cash dividends declared on common stock

37,818

March 31, 2019

37,818

$

308

$

2,689

$

December 31, 2017
Net income
Cash dividends declared on common stock

37,818

$

308

$

2,616

March 31, 2018

37,818

$

308

$

2,616

(a)

$

308

$

2,661
28

$

473

Total

$

3,442
28
81
(39)

515

$

3,512

$

433
87
(79)

$

3,357
87
(79)

$

441

$

3,365

81
(39)

Shares in thousands. All common shares of KU stock are owned by LKE.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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Combined Notes to Condensed Financial Statements (Unaudited)
Index to Combined Notes to Condensed Financial Statements
The notes to the condensed financial statements that follow are a combined presentation. The following list indicates the Registrants to which the footnotes
apply:
Registrant
PPL

PPL Electric

LKE

LG&E

KU

1. Interim Financial Statements

x

x

x

x

x

2. Summary of Significant Accounting Policies

x

x

x

x

x

3. Segment and Related Information

x

x

x

x

x

4. Revenue from Contracts with Customers

x

x

x

x

x

5. Earnings Per Share

x

6. Income Taxes

x

x

x

x

x

7. Utility Rate Regulation

x

x

x

x

x

8. Financing Activities

x

x

x

x

x

9. Leases

x

x

x

x

x

10. Defined Benefits

x

x

x

x

x

11. Commitments and Contingencies

x

x

x

x

x

x

x

x

x

12. Related Party Transactions
13. Other Income (Expense) - net

x

14. Fair Value Measurements

x

x

x

x

x

15. Derivative Instruments and Hedging Activities

x

x

x

x

x

16. Asset Retirement Obligations

x

x

x

x

17. Accumulated Other Comprehensive Income (Loss)

x

18. New Accounting Guidance Pending Adoption

x

x

x

x

x

1. Interim Financial Statements
(All Registrants)
Capitalized terms and abbreviations appearing in the unaudited combined notes to condensed financial statements are defined in the glossary. Dollars are in
millions, except per share data, unless otherwise noted. The specific Registrant to which disclosures are applicable is identified in parenthetical headings in
italics above the applicable disclosure or within the applicable disclosure for each Registrants' related activities and disclosures. Within combined
disclosures, amounts are disclosed for any Registrant when significant.
The accompanying unaudited condensed financial statements have been prepared in accordance with GAAP for interim financial information and with the
instructions to Form 10-Q and Article 10 of Regulation S-X and, therefore, do not include all of the information and footnote disclosures required by GAAP
for complete financial statements. In the opinion of management, all adjustments considered necessary for a fair presentation in accordance with GAAP are
reflected in the condensed financial statements. All adjustments are of a normal recurring nature, except as otherwise disclosed. Each Registrant's Balance
Sheet at December 31, 2018 is derived from that Registrant's 2018 audited Balance Sheet. The financial statements and notes thereto should be read in
conjunction with the financial statements and notes contained in each Registrant's 2018 Form 10-K. The results of operations for the three months ended
March 31, 2019 are not necessarily indicative of the results to be expected for the full year ending December 31, 2019 or other future periods, because results
for interim periods can be disproportionately influenced by various factors, developments and seasonal variations.
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2. Summary of Significant Accounting Policies
(All Registrants)
The following accounting policy disclosures represent updates to Note 1 in each Registrant's 2018 Form 10-K and should be read in conjunction with those
disclosures.
Restricted Cash and Cash Equivalents (PPL and PPL Electric)
Reconciliation of Cash, Cash Equivalents and Restricted Cash
The following provides a reconciliation of Cash, Cash Equivalents and Restricted Cash reported within the Balance Sheets that sum to the total of the same
amounts shown on the Statements of Cash Flows:
PPL
March 31,
2019
Cash and cash equivalents

$

Restricted cash - noncurrent (a)
$

Total Cash, Cash Equivalents and Restricted Cash
(a)

December 31, 2018

518

Restricted cash - current (a)

PPL Electric
March 31,
2019

$

621

$

December 31, 2018
23

$

267

3

3

2

2

19

19

—

—

540

$

643

$

25

$

269

Bank deposits and other cash equivalents that are restricted by agreement or that have been clearly designated for a specific purpose are classified as restricted cash. On the
Balance Sheets, the current portion of restricted cash is included in "Other current assets," while the noncurrent portion is included in "Other noncurrent assets."

New Accounting Guidance Adopted
(All Registrants)
Accounting for Leases
Effective January 1, 2019, the Registrants adopted accounting guidance that requires lessees to recognize a right of use asset and lease liability for leases,
unless determined to meet the definition of a short-term lease. For income statement purposes, the FASB retained a dual model for lessees, requiring leases to
be classified as either operating or finance. Operating leases result in straight-line expense recognition. Currently, the Registrants only have operating leases.
Lessor accounting under the new guidance is similar to the current model, but updated to align with certain changes to the lessee model and current revenue
recognition guidance. Lessors classify leases as operating, direct financing, or sales-type.
In adopting this new guidance, the Registrants elected to use the following practical expedients:
• The Registrants did not re-assess the lease classifications or initial direct costs of existing leases. The Registrants also did not re-assess existing
contracts for leases or lease classification.
• The Registrants did not evaluate land easements that were not previously accounted for as leases under this new guidance. New land easements are
evaluated under this new guidance beginning January 1, 2019.
See Note 9 for the required disclosures resulting from the adoption of this guidance.
(PPL, LKE, LG&E & KU)
The following table shows the amounts recorded on the Balance Sheets as of January 1, 2019 as a result of the adoption of this guidance using a modified
retrospective transition method with transition applied as of the beginning of the period of adoption:
PPL
Right of Use Asset (a)

$

LKE
81

$

LG&E
56

$

KU
23

$

31

Lease Liability- Current (b)

23

18

9

9

Lease Liability- Noncurrent (c)

67

46

18

26

(a)

Right of Use Assets are recorded in "Other noncurrent assets" on the Balance Sheets.
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(b) Current lease liabilities are recorded in "Other current liabilities" on the Balance Sheets.
(c) Noncurrent lease liabilities are recorded in "Other deferred credits and noncurrent liabilities" on the Balance Sheets.

(All Registrants)
Improvements to Accounting for Hedging Activities
Effective January 1, 2019, the Registrants adopted accounting guidance, using a modified retrospective approach, which reduces complexity when applying
hedge accounting as well as improving transparency of an entity's risk management activities. This guidance eliminates the separate measurement and
reporting of hedge ineffectiveness for cash flow and net investment hedges and provides for the ability to perform subsequent effectiveness assessments
qualitatively. The guidance also allows entities to apply the short-cut method to partial-term fair value hedges of interest rate risk as well as expands the
ability to apply the critical terms match method to cash flow hedges of groups of forecasted transactions.
See Note 15 for the additional disclosures of the income statement impacts of hedging activities required from the adoption of this standard. Disclosures
related to ineffectiveness are no longer required. Other impacts of adopting this guidance were not material.
3. Segment and Related Information
(PPL)
See Note 2 in PPL's 2018 Form 10-K for a discussion of reportable segments and related information.
Income Statement data for the segments and reconciliation to PPL's consolidated results for the periods ended March 31 are as follows:
Three Months
2019

2018

Operating Revenues from external customers
U.K. Regulated

$

583

$

615

Kentucky Regulated

845

872

Pennsylvania Regulated

645

639

Corporate and Other

6
$

Total

—

2,079

$

2,126

264

$

197

Net Income
U.K. Regulated (a)

$

Kentucky Regulated

117

133

Pennsylvania Regulated

121

148

Corporate and Other

(36)
$

Total
(a)

(26)

466

$

452

Includes unrealized gains and losses from hedging foreign currency economic activity. See Note 15 for additional information.

The following provides Balance Sheet data for the segments and reconciliation to PPL's consolidated Balance Sheets as of:
March 31,
2019

December 31,
2018

Assets
U.K. Regulated (a) (b)

$

$

16,700

15,176

15,078

Pennsylvania Regulated

11,260

11,257

Corporate and Other (c)

378
$

Total
(a)

17,753

Kentucky Regulated

44,567

361
$

43,396

Includes $13.1 billion and $12.4 billion of net PP&E as of March 31, 2019 and December 31, 2018. WPD is not subject to accounting for the effects of certain types of
regulation as prescribed by GAAP.
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(b) Includes $2.5 billion and $2.4 billion of goodwill as of March 31, 2019 and December 31, 2018. The change is due to the effect of foreign currency exchange rates.
(c) Primarily consists of unallocated items, including cash, PP&E, goodwill, the elimination of inter-segment transactions as well as the assets of Safari Energy.

(PPL Electric, LKE, LG&E and KU)
PPL Electric has two operating segments, distribution and transmission, which are aggregated into a single reportable segment. LKE, LG&E and KU are
individually single operating and reportable segments.
4. Revenue from Contracts with Customers
(All Registrants)
See Note 3 in PPL's 2018 Form 10-K for a discussion of the principal activities from which the Registrants and PPL’s segments generate their revenues.
The following tables reconcile "Operating Revenues" included in each Registrant's Statement of Income with revenues generated from contracts with
customers for the periods ended March 31.
Three Months
2019
PPL
Operating Revenues (a)

$

PPL Electric
2,079

$

LKE

645

$

LG&E
845

$

KU
410

$

450

Revenues derived from:
Alternative revenue programs (b)
Other (c)
Revenues from Contracts with Customers

$

(6)

(4)

(2)

(2)

(10)

(3)

(4)

(1)

2,063

$

638

$

839

$

—
(3)

407

$

419

$

447

Three Months
2018
PPL
Operating Revenues (a)

$

PPL Electric
2,126

$

LKE

639

$

LG&E
872

$

KU
471

Revenues derived from:
Alternative revenue programs (b)
Other (c)
Revenues from Contracts with Customers

$

32

2

30

14

(16)

(4)

(5)

(1)

2,142

$

637

$

897

$

432

16
(4)
$

483

(a)

PPL includes $583 million and $615 million for the three months ended March 31, 2019 and 2018 of revenues from external customers reported by the U.K. Regulated segment.
PPL Electric and LKE represent revenues from external customers reported by the Pennsylvania Regulated and Kentucky Regulated segments. See Note 3 for additional
information.
(b) Alternative revenue programs for PPL Electric include the over/under-collection of its transmission formula rate. Alternative revenue programs for LKE, LG&E and KU include
the over/under collection for the ECR and DSM programs as well as LG&E's over/under collection of its GLT program and KU's over/under collection of its generation formula
rate. Over-collections of revenue are shown as positive amounts in the table above; under-collections are shown as negative amounts.
(c) Represents additional revenues outside the scope of revenues from contracts with customers such as leases and other miscellaneous revenues.

As discussed in Note 2 in PPL's 2018 Form 10-K, PPL's segments are segmented by geographic location. Revenues from external customers for each
segment/geographic location are reconciled to revenues from contracts with customers in the table above.
The following tables show revenues from contracts with customers disaggregated by customer class for the periods ended March 31.
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Three Months
2019
PPL
Licensed energy suppliers (a)

PPL Electric

$

556

$

LKE

—

LG&E

$

—

$

KU
—

$

—

Residential

778

407

371

189

182

Commercial

319

95

224

121

103

Industrial

150

17

133

44

89

Other (b)

114

14

70

33

37

28

—

28

—

28

13

—

13

20

8

105

105

—

—

—

Wholesale - municipal
Wholesale - other (c)
Transmission
$

Revenues from Contracts with Customers

2,063

$

638

$

839

$

407

$

—

$

447

Three Months
2018
PPL
Licensed energy suppliers (a)

$

PPL Electric
584

$

LKE

—

LG&E

$

—

$

KU
—

Residential

804

408

396

197

199

Commercial

325

98

227

124

103

Industrial

155

13

142

44

98

Other (b)

105

13

68

31

37

Wholesale - municipal

30

—

30

—

30

Wholesale - other (c)

34

—

34

36

16

105

105

—

—

Transmission
$

Revenues from Contracts with Customers

2,142

$

637

$

897

$

432

—
$

483

(a) Represents customers of WPD.
(b) Primarily includes revenues from pole attachments, street lighting, other public authorities and other non-core businesses.
(c) Includes wholesale power and transmission revenues. LG&E and KU amounts include intercompany power sales and transmission revenues, which are eliminated upon
consolidation at LKE.

PPL Electric's revenues from contracts with customers are further disaggregated by distribution and transmission, which were $533 million and $105 million
for the three months ended March 31, 2019 and $532 million and $105 million for the three months ended March 31, 2018.
Contract receivables from customers are primarily included in "Accounts receivable - Customer" and "Unbilled revenues" on the Balance Sheets.
The following table shows the accounts receivable balances that were impaired for the periods ended March 31.
2019
PPL

2018

$

9

$

10

PPL Electric

6

7

LKE

2

2

LG&E

1

1

KU

1

1

The following table shows the balances and certain activity of contract liabilities resulting from contracts with customers.
PPL
Contract liabilities at December 31, 2018

$

PPL Electric
42

$

23

LKE
$

LG&E
9

$

KU
5

$

4

Contract liabilities at March 31, 2019

37

14

7

4

3

Revenue recognized during the three months ended March 31, 2019 that
was included in the contract liability balance at December 31, 2018

25

11

9

5

4

37
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PPL
Contract liabilities at December 31, 2017

$

PPL Electric
29

$

LKE

19

$

LG&E
8

$

KU
4

$

4

Contract liabilities at March 31, 2018

20

11

7

3

4

Revenue recognized during the three months ended March 31, 2018 that
was included in the contract liability balance at December 31, 2017

17

8

8

4

4

Contract liabilities result from recording contractual billings in advance for customer attachments to the Registrants' infrastructure and payments received in
excess of revenues earned to date. Advanced billings for customer attachments are recognized as revenue ratably over the billing period. Payments received
in excess of revenues earned to date are recognized as revenue as services are delivered in subsequent periods.
At March 31, 2019, PPL had $46 million of performance obligations attributable to Corporate and Other that have not been satisfied. Of this amount, PPL
expects to recognize approximately $26 million within the next 12 months.
5. Earnings Per Share
(PPL)
Basic EPS is computed by dividing income available to PPL common shareowners by the weighted-average number of common shares outstanding during
the applicable period. Diluted EPS is computed by dividing income available to PPL common shareowners by the weighted-average number of common
shares outstanding, increased by incremental shares that would be outstanding if potentially dilutive non-participating securities were converted to common
shares as calculated using the Treasury Stock Method. Incremental non-participating securities that have a dilutive impact are detailed in the table below. In
2019, these securities also included the PPL common stock forward sale agreements entered into in May 2018. See Note 8 in PPL's 2018 Form 10-K for
additional information on these agreements. The forward sale agreements are dilutive under the Treasury Stock Method to the extent the average stock price
of PPL's common shares exceeds the forward sale price prescribed in the agreements.
Reconciliations of the amounts of income and shares of PPL common stock (in thousands) for the periods ended March 31 used in the EPS calculation are:
Three Months
2019

2018

Income (Numerator)
Net income

$

Less amounts allocated to participating securities

466

$

452

$

451

—
$

Net income available to PPL common shareowners - Basic and Diluted

466

1

Shares of Common Stock (Denominator)
Weighted-average shares - Basic EPS

721,023

694,514

Share-based payment awards

1,023

808

Forward sale agreements

7,907

—

729,953

695,322

Add incremental non-participating securities:

Weighted-average shares - Diluted EPS

Basic EPS
Net Income available to PPL common shareowners

$

0.65

$

0.65

$

0.64

$

0.65

Diluted EPS
Net Income available to PPL common shareowners
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For the periods ended March 31, PPL issued common stock related to stock-based compensation plans and the DRIP as follows (in thousands):
Three Months
2019

2018

Stock-based compensation plans (a)

590

476

DRIP

458

485

(a)

Includes stock options exercised, vesting of performance units, vesting of restricted stock units and conversion of stock units granted to directors.

For the periods ended March 31, the following shares (in thousands) were excluded from the computations of diluted EPS because the effect would have been
antidilutive.
Three Months
2019

2018

Stock options

—

230

Restricted stock units

—

20

6. Income Taxes
Reconciliations of income taxes for the periods ended March 31 are as follows.
(PPL)
Three Months
2019
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

2018
124

$

119

Increase (decrease) due to:
State income taxes, net of federal income tax benefit

13

Valuation allowance adjustments
Impact of lower U.K. income tax rates
Amortization of excess deferred federal and state income taxes
Other
Total increase (decrease)

15

7

7

(8)

(7)

(11)

(10)

1

(7)

2
$

Total income taxes

126

(2)
$

117

(PPL Electric)
Three Months
2019
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

2018
34

$

41

Increase (decrease) due to:
State income taxes, net of federal income tax benefit

13

15

Amortization of excess deferred income taxes

(4)

(5)

Other

(1)

(2)

Total increase (decrease)

8
$

Total income taxes

42

8
$

49

39
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(LKE)
Three Months
2019
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

2018
33

$

38

Increase (decrease) due to:
State income taxes, net of federal income tax benefit (a)

6

8

Amortization of excess deferred federal and state income taxes

(6)

(5)

Other

(1)

(2)

Total increase (decrease)

(1)
$

Total income taxes
(a)

32

1
$

39

The Kentucky corporate income tax rate was reduced from 6% to 5%, as enacted by HB 487, which became law in April 2018 and is effective for taxable years beginning
January 1, 2018.

(LG&E)
Three Months
2019
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

2018
17

$

20

Increase (decrease) due to:
State income taxes, net of federal income tax benefit (a)

3

4

Amortization of excess deferred federal and state income taxes

(3)

(2)

Other

—

(1)

Total increase (decrease)

—
$

Total income taxes
(a)

17

1
$

21

The Kentucky corporate income tax rate was reduced from 6% to 5%, as enacted by HB 487, which became law in April 2018 and is effective for taxable years beginning
January 1, 2018.

(KU)
Three Months
2019
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

2018
22

$

23

Increase (decrease) due to:
State income taxes, net of federal income tax benefit (a)
Amortization of excess deferred federal and state income taxes
Other
Total increase (decrease)

5
(3)

(1)

(1)

—
$

Total income taxes
(a)

4
(3)

22

1
$

24

The Kentucky corporate income tax rate was reduced from 6% to 5%, as enacted by HB 487, which became law in April 2018 and is effective for taxable years beginning
January 1, 2018.

Other
U.S. Tax Reform (All Registrants)
The IRS issued proposed regulations for certain provisions of the TCJA in 2018, including interest deductibility and Global Intangible Low-Taxed Income
(GILTI). PPL has determined that the proposed regulations related to GILTI do not materially change PPL's current interpretation of the statutory impact of
these rules on the company. Proposed regulations relating to the limitation on the deductibility of interest expense were issued in November 2018 and such
regulations provide detailed rules implementing the broader statutory provisions. These proposed regulations should not apply to the Registrants until the
year in which the regulations are issued in final form, which is expected to be 2019. It is uncertain what form the final regulations will take and, therefore, the
Registrants cannot predict what impact the final regulations will have on the tax deductibility of interest expense. However, if the proposed regulations were
issued as final in their current form, the Registrants could have a limitation on a portion of their interest expense deduction for tax purposes and such
limitation could be significant. PPL expressed its views on these proposed regulations in a comment letter addressed to the IRS on February 26, 2019.
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7. Utility Rate Regulation
(All Registrants)
The following table provides information about the regulatory assets and liabilities of cost-based rate-regulated utility operations.
PPL
March 31,
2019

PPL Electric
December 31,
2018

March 31,
2019

December 31,
2018

Current Regulatory Assets:
Gas supply clause

$

12

$

12

$

—

$

—

Smart meter rider

11

11

11

11

Plant outage costs

13

10

—

—

2

3

—

Other
Total current regulatory assets (a)

—

$

38

$

36

$

11

$

11

$

953

$

963

$

553

$

558

Noncurrent Regulatory Assets:
Defined benefit plans
Taxes recoverable through future rates

—

3

—

3

Storm costs

51

56

20

22

Unamortized loss on debt

43

45

20

22

Interest rate swaps

21

20

—

—

Terminated interest rate swaps

85

87

—

—

Accumulated cost of removal of utility plant

200

200

200

200

AROs

288

273

—

—

16

19

16

19

Act 129 compliance rider
Other
Total noncurrent regulatory assets

9
$

1,666

7
$

1,673

—
$

809

—
$

824
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PPL
March 31,
2019

PPL Electric
December 31,
2018

March 31,
2019

December 31,
2018

Current Regulatory Liabilities:
Generation supply charge

$

24

$

33

$

24

$

33

Transmission service charge

7

3

7

3

Environmental cost recovery

13

16

—

—

Universal service rider

20

27

20

27

Transmission formula rate

—

3

—

3

TCJA customer refund

9

20

4

3

Storm damage expense rider

4

5

4

5

Generation formula rate

8

7

—

—

Other

15

Total current regulatory liabilities

8

1

—

$

100

$

122

$

60

$

74

$

675

$

674

$

—

$

—

Noncurrent Regulatory Liabilities:
Accumulated cost of removal of utility plant
Power purchase agreement - OVEC

57

59

—

—

1,809

1,826

619

629

Defined benefit plans

40

37

7

5

Terminated interest rate swaps

70

72

—

—

TCJA customer refund (b)

41

41

41

41

8

5

—

Net deferred taxes

Other
$

Total noncurrent regulatory liabilities

2,700

LKE
March 31,
2019

$

2,714

$

667

LG&E
December 31,
2018

March 31,
2019

—
$

675

KU

December 31,
2018

March 31,
2019

December 31,
2018

Current Regulatory Assets:
Plant outage costs

$

Gas supply clause

$

12

Other
Total current regulatory assets

13

10

$

12

2

9

$

12

3

7

$

12

1

4

$

—

2

3
—

1

1

$

27

$

25

$

22

$

21

$

5

$

4

$

400

$

405

$

245

$

249

$

155

$

156

Noncurrent Regulatory Assets:
Defined benefit plans
Storm costs

31

34

18

20

13

Unamortized loss on debt

23

23

15

15

8

8

Interest rate swaps

21

20

21

20

—

—

85

87

50

51

35

36

288

273

84

75

204

198

Terminated interest rate swaps
AROs
Other
Total noncurrent regulatory assets

9
$

857

7
$

2

849

$

435

1
$

431

14

7
$

422

6
$

418

42

Source: PPL CORP, 10-Q, May 02, 2019

Powered by Morningstar® Document Research℠

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

Table of Contents

LKE
March 31,
2019

LG&E
December 31,
2018

March 31,
2019

KU
December 31,
2018

March 31,
2019

December 31,
2018

Current Regulatory Liabilities:
Environmental cost recovery

$

13

$

16

$

5

$

6

$

8

$

10

TCJA customer refund

5

17

2

7

3

10

Generation formula rate

8

7

—

—

8

7

14

8

3

4

11

Other
Total current regulatory liabilities

$

40

$

48

$

10

$

17

$

30

$

675

$

674

$

278

$

279

$

397

4
$

31

Noncurrent Regulatory Liabilities:
Accumulated cost of removal
of utility plant
Power purchase agreement - OVEC

395

57

59

40

41

17

18

1,190

1,197

554

557

636

640

Defined benefit plans

33

32

—

—

33

32

Terminated interest rate swaps

70

72

35

36

35

36

8

5

4

2

4

Net deferred taxes

Other
Total noncurrent regulatory liabilities

$

2,033

$

2,039

$

911

$

915

$

1,122

3
$

1,124

(a) For PPL, these amounts are included in "Other current assets" on the Balance Sheets.
(b) Relates to amounts owed to PPL Electric customers as a result of the reduced U.S. federal corporate income tax rate as enacted by the TCJA, for the period of January 1, 2018
through June 30, 2018 which is not yet reflected in distribution customer rates. The initial liability was recorded during the second quarter of 2018. The distribution method back
to customers of this liability must be proposed to the PUC at the earlier of May 2021 or PPL Electric’s next rate case.

Regulatory Matters
Kentucky Activities
(PPL, LKE, LG&E and KU)
Rate Case Proceedings
On September 28, 2018, LG&E and KU filed requests with the KPSC for an increase in annual base electricity rates of approximately $112 million at KU and
increases in annual base electricity and gas rates of approximately $35 million and $25 million at LG&E. LG&E’s and KU’s applications also sought to
include changes associated with the TCJA and state tax reform in the calculation of the proposed base rates and to terminate the TCJA bill credit mechanism
when new base rates go into effect. The elimination of the TCJA bill credit mechanism will result in an estimated annual electricity revenue increase of
approximately $58 million at KU and increases in electricity and gas revenues of approximately $40 million and $12 million at LG&E. The applications are
based on a forecasted test year of May 1, 2019 through April 30, 2020 with a requested return-on-equity of 10.42%.
On March 1, 2019, LG&E and KU, along with substantially all intervening parties to the proceeding, filed stipulation and recommendation agreements
(stipulations) with the KPSC resolving all material issues with the parties. In addition to terminating the TCJA bill credit mechanism, the proposed
stipulations provided for increases in annual revenue requirements associated with base electricity rates of approximately $58 million at KU and increases in
annual base electricity and gas rates of approximately $4 million and $20 million at LG&E, based on a return-on-equity of 9.725%.
On April 30, 2019, the KPSC issued orders ruling on open issues and approving the proposed stipulations filed in March 2019. The orders provide for
increases in annual revenue requirements associated with base electricity rates of $56 million at KU and increases associated with base electricity and gas
rates of $2 million and $19 million at LG&E. With the termination of the TCJA bill credit mechanism, this represents annual revenue increases of $187
million ($114 million at KU and $73 million at LG&E). The new base rates and all elements of the orders became effective on May 1, 2019.
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Federal Matters
FERC Transmission Rate Filing
(PPL, LKE, LG&E and KU)
In August 2018, LG&E and KU submitted an application to the FERC requesting elimination of certain on-going credits to a sub-set of transmission
customers relating to the 1998 merger of LG&E’s and KU's parent entities and the 2006 withdrawal of LG&E and KU from the Midcontinent Independent
System Operator, Inc. (MISO), a regional transmission operator and energy market. The application seeks termination of LG&E's and KU's commitment to
provide mitigation for certain horizontal market power concerns arising out of the 1998 merger for certain transmission service between MISO and LG&E and
KU. The affected transmission customers are a limited number of municipal entities in Kentucky. The amounts at issue are generally waivers or credits
granted to such customers for either LG&E and KU or MISO transmission charges incurred depending upon the direction of certain transmission service
incurred by the municipalities. Due to the development of robust, accessible energy markets over time, LG&E and KU believe the mitigation commitments
are no longer relevant or appropriate. On March 21, 2019, the FERC issued an Order granting LG&E's and KU's request to remove the on-going credits,
conditioned upon the implementation by LG&E and KU of a transition mechanism for certain existing power supply arrangements, which transition
mechanism will be subject to FERC review and approval. LG&E and KU are currently evaluating the Order. LG&E and KU currently receive recovery of
waivers and credits provided through other rate mechanisms.
(PPL and PPL Electric)
In April 2019, PPL Electric filed its annual transmission formula rate update with the FERC, reflecting a revised revenue requirement, which includes the
impact of the TCJA. The filing establishes the revenue requirement used to set rates that will take effect in June 2019.
Transmission Customer Complaint (PPL, LKE, LG&E and KU)
In September 2018, a transmission customer filed a complaint with the FERC against LG&E and KU alleging LG&E and KU have violated and continue to
violate their obligations under an existing rate schedule to credit this customer for certain transmission charges from MISO. In October 2018, LG&E and KU
filed an answer to the complaint arguing such MISO transmission transactions are not covered by the rate schedule, and the amounts in question are not
eligible for credits. On February 21, 2019, the FERC issued an Order concluding that the MISO transmission charges in question did qualify for credits under
the rate schedule, and required LG&E and KU to reimburse the customer for the eligible credits. The reimbursement was not significant and was completed by
LG&E and KU in March 2019. LG&E and KU currently receive recovery for such credits through other rate mechanisms.
TCJA Impact on FERC Rates (All Registrants)
In November 2018, the FERC issued a Policy Statement stating that the appropriate ratemaking treatment for changes in accumulated deferred income taxes
as a result of the TCJA will be addressed in a Notice of Proposed Rulemaking. Also in November 2018, the FERC issued the Notice of Proposed Rulemaking
which proposes that public utility transmission providers include mechanisms in their formula rates to deduct excess accumulated deferred income taxes
from, or add deficient accumulated deferred income taxes to, rate base and adjust their income tax allowances by amortized excess or deficient accumulated
deferred income taxes. The Notice of Proposed Rulemaking did not prescribe the mechanism companies should use to adjust their formula rates.
LG&E and KU are currently assessing the Notice of Proposed Rulemaking and are continuing to monitor guidance issued by the FERC. On February 5, 2019,
in connection with a separate element of federal and Kentucky state tax reform effects, LG&E and KU filed a request with the FERC to amend their
transmission formula rates, effective June 1, 2019, to incorporate reductions to corporate income tax rates as a result of the TCJA and HB 487. LG&E and KU
do not anticipate the impact of the TCJA and HB 487 related to their FERC-jurisdictional rates to be significant.
On February 28, 2019, PPL Electric filed with the FERC proposed revisions to its transmission formula rate template pursuant to Section 205 of the Federal
Power Act and Section 35.13 of the Rules and Regulation of the FERC. Specifically, PPL Electric proposed to modify its formula rate to permit the return or
recovery of excess or deficient accumulated deferred income taxes (ADIT) resulting from the TCJA and permit PPL Electric to prospectively account for the
income tax expense associated with the depreciation of the equity component of the AFUDC. On April 29, 2019, the FERC accepted the proposed revisions
to the
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formula rate template, which will be effective June 1, 2019, as well as the proposed adjustments to accumulated deferred income taxes, effective January 1,
2018. The changes related to ADIT impacting the transmission formula rate revenues have not been significant since the new rate went into effect on June 1,
2018.
Other
Purchase of Receivables Program
(PPL and PPL Electric)
In accordance with a PUC-approved purchase of accounts receivable program, PPL Electric purchases certain accounts receivable from alternative electricity
suppliers at a discount, which reflects a provision for uncollectible accounts. The alternative electricity suppliers have no continuing involvement or interest
in the purchased accounts receivable. Accounts receivable that are acquired are initially recorded at fair value on the date of acquisition. During the three
months ended March 31, 2019 and 2018, PPL Electric purchased $348 million and $376 million of accounts receivable from alternate suppliers.
8. Financing Activities
Credit Arrangements and Short-term Debt
(All Registrants)
The Registrants maintain credit facilities to enhance liquidity, provide credit support and act as a backstop to commercial paper programs. For reporting
purposes, on a consolidated basis, the credit facilities and commercial paper programs of PPL Electric, LKE, LG&E and KU also apply to PPL and the credit
facilities and commercial paper programs of LG&E and KU also apply to LKE. The amounts listed in the borrowed column below are recorded as "Short-term
debt" on the Balance Sheets, except for amounts borrowed under LG&E's Term Loan Facility which are recorded as "Long-term debt" on the March 31, 2019
Balance Sheet and as "Long-term debt due within one year" on the December 31, 2018 Balance Sheet. The following credit facilities were in place at:
March 31, 2019

Expiration
Date

Capacity

December 31, 2018
Letters of
Credit
and
Commercial
Paper
Issued

Borrowed

Unused
Capacity

Letters of
Credit
and
Commercial
Paper
Issued

Borrowed

PPL
U.K.
WPD plc
Syndicated Credit Facility (a)

Jan. 2023

£

210

£

151

£

—

£

57

£

157

£

—

WPD (South West)
Syndicated Credit Facility

July 2021

245

—

—

245

—

—

July 2021

300

99

—

201

38

—

July 2021

300

—

—

300

—

—

100

—

4

96

—

WPD (East Midlands)
Syndicated Credit Facility (b)
WPD (West Midlands)
Syndicated Credit Facility
Uncommitted Credit Facilities
Total U.K. Credit Facilities (c)

4

£

1,155

£

250

£

4

£

899

£

195

£

4

$

1,450

$

—

$

968

$

482

$

—

$

669

U.S.
PPL Capital Funding
Syndicated Credit Facility

Jan. 2024

Bilateral Credit Facility

Mar. 2020

Total PPL Capital Funding Credit
Facilities

100
$

1,550

—
$

—

15
$

983

85
$

567

—
$

—

15
$

684
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March 31, 2019

Expiration
Date

Capacity

December 31, 2018
Letters of
Credit
and
Commercial
Paper
Issued

Borrowed

Unused
Capacity

Letters of
Credit
and
Commercial
Paper
Issued

Borrowed

PPL Electric
Jan. 2024

$

650

$

Syndicated Credit Facility

Jan. 2024

$

500

$

Term Loan Credit Facility (d)

Oct. 2019

Syndicated Credit Facility

—

$

61

$

589

$

—

$

269

$

231

$

—

$

1

—

$

279

LG&E

Total LG&E Credit Facilities

200

200

—

—

200

—

$

700

$

200

$

269

$

231

$

200

$

279

$

400

$

—

$

233

$

167

$

—

$

235

$

433

KU
Syndicated Credit Facility

Jan. 2024

Letter of Credit Facility

Oct. 2020

Total KU Credit Facilities

198
$

598

—
$

—

198
$

431

—
$

167

—
$

198

—

(a)

The amounts borrowed at March 31, 2019 and December 31, 2018 were USD-denominated borrowings of $200 million for both periods, which bore interest at 3.32% and
3.17%. The unused capacity reflects the amount borrowed in GBP of £153 million as of the date borrowed.
(b) The amounts borrowed at March 31, 2019 and December 31, 2018 were GBP-denominated borrowings which equated to $131 million and $48 million and bore interest at
1.13% and 1.12%.
(c) At March 31, 2019, the unused capacity under the U.K. credit facilities was $1.2 billion.
(d) At March 31, 2019, amounts borrowed were reclassified to "Long-term debt" on the Balance Sheets as a result of the April 2019 long-term debt issuances discussed below.

PPL, PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund short-term liquidity needs, as
necessary. Commercial paper issuances are included in "Short-term debt" on the Balance Sheets, except for certain LG&E and KU issuances noted below, and
are supported by the respective Registrant's credit facilities. The following commercial paper programs were in place at:
March 31, 2019
Weighted Average
Interest Rate

December 31, 2018

Commercial
Paper
Issuances

Capacity

Weighted Average
Interest Rate

Unused
Capacity

PPL Capital Funding

2.88%

PPL Electric

2.75%

650

60

590

LG&E (a)

2.75%

350

269

81

2.94%

KU (b)

2.75%

117

2.94%

Total

$

1,500

$

350
$

2,850

968

$

233
$

1,530

$

532

1,320

2.82%

Commercial
Paper
Issuances
$

669
—
279
235

$

1,183

(a)

At March 31, 2019, $200 million of outstanding commercial paper issuances were reclassified to "Long-term debt" on the Balance Sheets as a result of the April 2019 long-term
debt issuances discussed below.
(b) At March 31, 2019, outstanding commercial paper issuances were reclassified to "Long-term debt" on the Balance Sheets as a result of the April 2019 long-term debt issuances
discussed below.

(PPL Electric, LKE, LG&E, and KU)
See Note 12 for discussion of intercompany borrowings.
Long-term Debt
(PPL, LKE and LG&E)
In April 2019, LG&E issued $400 million of 4.25% First Mortgage Bonds due 2049. LG&E received proceeds of $396 million, net of discounts and
underwriting fees, which were used to repay commercial paper and LG&E's term loan.
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In April 2019, the County of Jefferson, Kentucky remarketed $128 million of Pollution Control Revenue Bonds, 2001 Series A (Louisville Gas and Electric
Company Project) due 2033 previously issued on behalf of LG&E. The bonds were remarketed at a long-term rate and will bear interest at 1.85% through
their mandatory purchase date of April 1, 2021.
(PPL, LKE and KU)
In April 2019, KU reopened its 4.375% First Mortgage Bonds due 2045 and issued an additional $300 million of this series. KU received proceeds of $303
million, including premiums and underwriting fees, which were used to repay commercial paper and for other general corporate purposes.
(PPL)
Equity Securities
ATM Program
In February 2018, PPL entered into an equity distribution agreement, pursuant to which PPL may sell, from time to time, up to an aggregate of $1.0 billion of
its common stock through an at-the-market offering program; including a forward sales component. The compensation paid to the selling agents by PPL may
be up to 2% of the gross offering proceeds of the shares. There were no issuances under the ATM program for the three months ended March 31, 2019.
Distributions
In February 2019, PPL declared a quarterly common stock dividend, payable April 1, 2019, of 41.25 cents per share (equivalent to $1.65 per annum). Future
dividends, declared at the discretion of the Board of Directors, will depend upon future earnings, cash flows, financial and legal requirements and other
factors.
9. Leases
(All Registrants)
The Registrants determine whether contractual arrangements contain a lease by evaluating whether those arrangements either implicitly or explicitly identify
an asset, whether the Registrants have the right to obtain substantially all of the economic benefits from use of the asset throughout the term of the
arrangement, and whether the Registrants have the right to direct the use of the asset. Renewal options are included in the lease term if it is reasonably certain
the Registrants will exercise those options. Periods for which the Registrants are reasonably certain not to exercise termination options are also included in
the lease term. The Registrants have certain agreements with lease and non-lease components, such as office space leases, which are generally accounted for
separately.
LKE, LG&E and KU have entered into various operating leases primarily for office space, vehicles and railcars. The leases generally have fixed payments
with expiration dates ranging from 2019 to 2025, some of which have options to extend the leases from one year to ten years and some have options to
terminate at LKE's, LG&E's and KU's discretion. For leases that existed as of December 31, 2018, payments associated with renewal options are not included
in the measurement of the lease liability and right of use (ROU) asset.
WPD and Safari Energy have entered into various operating leases primarily for office space, land easements and telecom assets. These leases generally have
fixed payments with expiration dates ranging from 2019 through 2028, except for the land agreements which extend through 2116.
PPL Electric also has operating leases which do not have a significant impact to its operations.
Short-term Leases
Short-term leases are leases with a term that is 12 months or less and do not include a purchase option to extend the initial term of the lease to greater than 12
months that the Registrants are reasonably certain to exercise. The Registrants have made an accounting policy election to not recognize the ROU asset and
the lease liability arising from leases classified as short-term. Expenses related to short-term leases are included in the tables below.
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Discount Rate
The discount rate for a lease is the rate implicit in the lease unless that rate cannot be readily determined. In that case, the Registrants are required to use their
incremental borrowing rate, which is the rate the Registrants would have to pay to borrow, on a collateralized basis over a similar term, an amount equal to
the lease payments in a similar economic environment.
The Registrants receive secured borrowing rates from financial institutions based on their applicable credit profiles. The Registrants use the secured rate
which corresponds with the term of the applicable lease.
Practical Expedients
See Note 2 for information on the adoption of the new lease guidance as well as the practical expedients the Registrants have elected as part of the transition.
(PPL, LKE, LG&E and KU)
Lessee Transactions
The following table provides the components of lease cost for the Registrants' operating leases for the three months ended March 31, 2019.
PPL

LKE

LG&E

KU

Lease cost:
Operating lease cost

$

8

Short-term lease cost

$

7

1
$

Total lease cost

9

$

4

—
$

7

$

3

—
$

4

—
$

3

The following table provides other key information related to the Registrants' operating leases at March 31, 2019.
PPL

LKE

LG&E

KU

Cash paid for amounts included in the measurement of lease liabilities:
Operating cash flows from operating leases

$

8

Right-of-use asset obtained in exchange for new operating lease liabilities

$

7

4

$

4

4

$

3

1

3

The following table provides the total future minimum rental payments for operating leases, as well as a reconciliation of these undiscounted cash flows to
the lease liabilities recognized on the Balance Sheets as of March 31, 2019.
PPL
2019

$

LKE
23

$

LG&E
19

$

KU
8

$

11

2020

20

15

6

8

2021

14

11

4

6

2022

10

7

3

4

2023

7

6

3

3

2024

7

5

2

3

23

5

2

Thereafter
$

Total

Weighted-average discount rate
Weighted-average remaining lease term (in years)
Current lease liabilities (a)

$

104

$

68

$

28

3.74%

3.93%

3.8%

9

5

5

21

$

16

$

7

3
$

38

4.01%
4
$

9

Non-current lease liabilities (a)

64

43

18

24

Right-of-use assets (b)

76

51

20

29

(a)

Current lease liabilities are included in "Other Current Liabilities" on the Balance Sheets. Non-current lease liabilities are included in "Other deferred credits and noncurrent
liabilities" on the Balance Sheets. The difference between the total future minimum lease payments and the recorded lease liabilities is due to the impact of discounting.

(b) Right-of-use assets are included in "Other noncurrent assets" on the Balance Sheets.
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At December 31, 2018, the total future minimum rental payments for all operating leases were estimated to be:
PPL
2019

$

LKE
26

$

LG&E
20

$

KU
10

$

10

2020

21

15

6

9

2021

15

11

4

7

2022

13

7

3

4

2023

8

6

3

3

33

11

4

Thereafter
$

Total

116

$

70

$

30

6
$

39

Lessor Transactions
Third parties lease land from LKE, LG&E and KU at certain generation plants to produce refined coal used in generation of electricity. The leases are
operating leases and expire in 2021. Payments are allocated among lease and non-lease components as stated in the agreements. Lease payments are fixed or
are determined based on the amount of refined coal used in electricity generation at the facility. Payments received are primarily recorded as a regulatory
liability and are amortized in accordance with regulatory approvals.
WPD leases property and telecom assets to third parties, which generally expire through 2029. These leases are operating leases. Generally, lease payments
are fixed and include only a lease component.
At March 31, 2019, PPL, LKE and KU expect to receive the following lease payments over the remaining term of their operating lease agreements:
PPL
2019

$

LKE
11

$

KU
6

$

6

2020

13

7

2021

10

5

5

2022

4

—

—

2023

4

1

—

2024

4

—

—

12

—

Thereafter

7

—

Total

$

58

$

19

$

18

Lease income recognized for the three months ended March 31, 2019

$

4

$

2

$

2

10. Defined Benefits
(PPL, LKE and LG&E)
Certain net periodic defined benefit costs are applied to accounts that are further distributed among capital, expense and regulatory assets, including certain
costs allocated to applicable subsidiaries for plans sponsored by PPL Services and LKE. Following are the net periodic defined benefit costs (credits) of the
plans sponsored by PPL and its subsidiaries, LKE, and LG&E for the periods ended March 31:
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Pension Benefits
Three Months
U.S.
2019

U.K.
2018

2019

2018

PPL
Service cost

$

Interest cost
Expected return on plan assets

13

$

16

$

17

$

21

41

39

47

47

(61)

(62)

(148)

(150)

—

Amortization of:
Prior service cost
Actuarial loss
Net periodic defined benefit costs (credits) before settlements
Settlements

2

2

—

13

22

24

39

8

17

(60)

(43)

1
$

Net periodic defined benefit costs (credits)

9

—
$

—

17

$

(60)

—
$

(43)

Pension Benefits
Three Months
2019

2018

LKE
Service cost

$

6

Interest cost
Expected return on plan assets

$

7

16

16

(25)

(26)

Amortization of:
Prior service cost

2

2

Actuarial loss (a)

4

10

$

Net periodic defined benefit costs
(a)

3

$

9

As a result of treatment approved by the KPSC, the difference between actuarial loss calculated in accordance with LKE's accounting policy and actuarial loss calculated using a
15-year amortization period was $4 million for the three months ended March 31, 2018. This difference is recorded as a regulatory asset.
Pension Benefits
Three Months
2019

2018

LG&E
Interest cost

3

3

(6)

(5)

Prior service cost

1

1

Actuarial loss (a)

2

Expected return on plan assets
Amortization of:

$

Net periodic defined benefit costs
(a)

—

2
$

1

As a result of treatment approved by the KPSC, the difference between actuarial loss calculated in accordance with LG&E's accounting policy and actuarial loss calculated using a
15-year amortization period was $1 million for the three months ended March 31, 2018. This difference is recorded as a regulatory asset.
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Other Postretirement Benefits
Three Months
2019

2018

PPL
Service cost

$

1

Interest cost
Expected return on plan assets
Amortization of prior service cost

$

1

6

3

(5)

(4)

—

Net periodic defined benefit costs

(1)

$

2

$

(1)

$

1

$

1

LKE
Service cost
Interest cost
Expected return on plan assets
$

Net periodic defined benefit costs

2

2

(2)

(2)

1

$

1

(PPL Electric, LG&E and KU)
In addition to the specific plan it sponsors, LG&E is allocated costs of defined benefit plans sponsored by LKE. PPL Electric and KU do not directly sponsor
any defined benefit plans. PPL Electric is allocated costs of defined benefit plans sponsored by PPL Services and KU is allocated costs of defined benefit
plans sponsored by LKE. LG&E and KU are also allocated costs of defined benefit plans from LKS for defined benefit plans sponsored by LKE. See Note 12
for additional information on costs allocated to LG&E and KU from LKS. These allocations are based on participation in those plans, which management
believes are reasonable. For the periods ended March 31, PPL Services allocated the following net periodic defined benefit costs to PPL Electric, and LKE
allocated the following net periodic defined benefit costs to LG&E and KU:
Three Months
2019
PPL Electric

$

LG&E
KU

2018
3

$

4

1

2

—

1

(All Registrants)
The non-service cost components of net periodic defined benefit costs (credits) (interest cost, expected return on plan assets, amortization of prior service cost
and amortization of actuarial gain and loss) are presented in "Other Income (Expense) - net" on the Statements of Income. See Note 13 for additional
information.
11. Commitments and Contingencies
Legal Matters
(All Registrants)
PPL and its subsidiaries are involved in legal proceedings, claims and litigation in the ordinary course of business. PPL and its subsidiaries cannot predict the
outcome of such matters, or whether such matters may result in material liabilities, unless otherwise noted.
Talen Litigation (PPL)
Background
In September 2013, one of PPL's former subsidiaries, PPL Montana entered into an agreement to sell its hydroelectric generating facilities. In June 2014, PPL
and PPL Energy Supply, the parent company of PPL Montana, entered into various definitive agreements with affiliates of Riverstone to spin off PPL Energy
Supply and ultimately combine it with Riverstone's
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competitive power generation businesses to form a stand-alone company named Talen Energy. In November 2014, after executing the spinoff agreements but
prior to the closing of the spinoff transaction, PPL Montana closed the sale of its hydroelectric generating facilities. Subsequently, on June 1, 2015, the
spinoff of PPL Energy Supply was completed. Following the spinoff transaction, PPL had no continuing ownership interest in or control of PPL Energy
Supply. In connection with the spinoff transaction, PPL Montana became Talen Montana, LLC (Talen Montana), a subsidiary of Talen Energy. Talen Energy
Marketing also became a subsidiary of Talen Energy as a result of the June 2015 spinoff of PPL Energy Supply. Talen Energy has owned and operated both
Talen Montana and Talen Energy Marketing since the spinoff. At the time of the spinoff, affiliates of Riverstone acquired a 35% ownership interest in Talen
Energy. Riverstone subsequently acquired the remaining interests in Talen Energy in a take private transaction in December 2016.
Talen Montana, LLC v. PPL Corporation et al.
On October 29, 2018, Talen Montana filed a complaint against PPL and certain of its affiliates and current and former officers and directors in the First
Judicial District of the State of Montana, Lewis & Clark County (Talen Direct Action). Talen Montana alleges that in November 2014, PPL and certain
officers and directors improperly distributed to PPL's subsidiaries $733 million of the proceeds from the sale of Talen Montana's (then PPL Montana's)
hydroelectric generating facilities, rendering PPL Montana insolvent. The complaint includes claims for, among other things, breach of fiduciary duty;
aiding and abetting breach of fiduciary duty; breach of an LLC agreement; breach of the implied duty of good faith and fair dealing; tortious interference;
negligent misrepresentation; and constructive fraud. Talen Montana is seeking unspecified damages, including punitive damages, and other relief. In
December 2018, PPL moved to dismiss the Talen Direct Action for lack of jurisdiction and, in the alternative, to dismiss because Delaware is the appropriate
forum to decide this case. In January 2019, Talen Montana dismissed without prejudice all current and former PPL Corporation directors from the case. The
parties are proceeding with limited jurisdictional discovery.
Talen Montana Retirement Plan and Talen Energy Marketing, LLC, Individually and on Behalf of All Others Similarly Situated v. PPL Corporation et
al.
Also on October 29, 2018, Talen Montana Retirement Plan and Talen Energy Marketing filed a putative class action complaint on behalf of current and
contingent creditors of Talen Montana who allegedly suffered harm or allegedly will suffer reasonably foreseeable harm as a result of the November 2014
distribution. The action was filed in the Sixteenth Judicial District of the State of Montana, Rosebud County, against PPL and certain of its affiliates and
current and former officers and directors (Talen Putative Class Action). The plaintiffs assert claims for, among other things, fraudulent transfer, both actual
and constructive; recovery against subsequent transferees; civil conspiracy; aiding and abetting tortious conduct; and unjust enrichment. They are seeking
avoidance of the purportedly fraudulent transfer, unspecified damages, including punitive damages, the imposition of a constructive trust, and other relief. In
December 2018, PPL removed the Talen Putative Class Action from the Sixteenth Judicial District of the State of Montana to the United States District Court
for the District of Montana, Billings Division. In January 2019, the plaintiffs moved to remand the Talen Putative Class Action back to state court, and
dismissed without prejudice all current and former PPL Corporation directors from the case. The parties are proceeding with limited discovery in connection
with the motion to remand.
PPL Corporation et al. vs. Riverstone Holdings LLC, Talen Energy Corporation et al.
On November 30, 2018, PPL, certain PPL affiliates, and certain current and former officers and directors (PPL plaintiffs) filed a complaint in the Court of
Chancery of the State of Delaware seeking various forms of relief against Riverstone, Talen Energy and certain of their affiliates (Delaware Action). In the
complaint, the PPL plaintiffs ask the Delaware Court of Chancery for declaratory and injunctive relief. This includes a declaratory judgment that, under the
separation agreement governing the spinoff of PPL Energy Supply, all related claims that arise must be heard in Delaware; that the statute of limitations in
Delaware and the spinoff agreement bar these claims at this point; that PPL is not liable for the claims in either the Talen Direct Action or the Talen Putative
Class Action as PPL Montana was solvent at all relevant times; and that the separation agreement requires that Talen Energy indemnify PPL for all losses
arising from the debts of Talen Montana, among other things. PPL's complaint also seeks damages against Riverstone for interfering with the separation
agreement and against Riverstone affiliates for breach of the implied covenant of good faith and fair dealing. The complaint was subsequently amended on
January 11, 2019 and March 20, 2019, including to add claims related to indemnification with respect to the Talen Direct Action and the Talen Putative
Class Action (together, the Montana Actions), request a declaration that the Montana Actions are time-barred under the spinoff agreements, and allege
additional facts to support the tortious interference claim. On April 19, 2019, the defendants filed motions to dismiss the amended complaint.
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With respect to each of the Talen-related matters described above, PPL believes that the 2014 distribution of proceeds was made in compliance with all
applicable laws and that PPL Montana was solvent at all relevant times. Additionally, the agreements entered into in connection with the spinoff, which PPL
and affiliates of Talen Energy and Riverstone negotiated and executed prior to the 2014 distribution, directly address the treatment of the proceeds from the
sale of PPL Montana's hydroelectric generating facilities; in those agreements, Talen Energy and Riverstone definitively agreed that PPL was entitled to
retain the proceeds.
PPL believes that it has meritorious defenses to the claims made in the Montana Actions and intends to continue to vigorously defend against these actions.
The Montana Actions and the Delaware Action are all in the early stages of litigation; at this time, PPL cannot predict the outcome of these matters or
estimate the range of possible losses, if any, that PPL might incur as a result of the claims, although they could be material.
Cane Run Environmental Claims (PPL, LKE and LG&E)
In December 2013, six residents, on behalf of themselves and others similarly situated, filed a class action complaint against LG&E and PPL in the U.S.
District Court for the Western District of Kentucky (U.S. District Court) alleging violations of the Clean Air Act, RCRA, and common law claims of nuisance,
trespass and negligence. These plaintiffs seek injunctive relief and civil penalties, plus costs and attorney fees, for the alleged statutory violations. Under the
common law claims, these plaintiffs seek monetary compensation and punitive damages for property damage and diminished property values for a class
consisting of residents within four miles of the Cane Run plant, which retired three coal-fired units in 2015. In their individual capacities, these plaintiffs
sought compensation for alleged adverse health effects. In July 2014, the court dismissed the RCRA claims and all but one Clean Air Act claim, but declined
to dismiss the common law tort claims. In November 2016, the plaintiffs filed an amended complaint removing the personal injury claims and removing
certain previously named plaintiffs. In February 2017, the U.S. District Court issued an Order dismissing PPL as a defendant and dismissing the final federal
claim against LG&E. In April 2017, the U.S. District Court issued an Order declining to exercise supplemental jurisdiction on the state law claims and
dismissed the case in its entirety. In June 2017, the plaintiffs filed a class action complaint in Jefferson County, Kentucky Circuit Court, against LG&E
alleging state law nuisance, negligence and trespass tort claims. The plaintiffs seek compensatory and punitive damages for alleged property damage due to
purported plant emissions on behalf of a class of residents within one to three miles of the plant. Proceedings are currently underway regarding potential class
certification, for which a decision may be rendered in 2019. PPL, LKE and LG&E cannot predict the outcome of this matter and an estimate or range of
possible losses cannot be determined.
E.W. Brown Environmental Claims (PPL, LKE and KU)
In July 2017, the Kentucky Waterways Alliance and the Sierra Club filed a citizen suit complaint against KU in the U.S. District Court for the Eastern District
of Kentucky (U.S. District Court) alleging discharges at the E.W. Brown plant in violation of the Clean Water Act and the plant’s water discharge permit and
alleging contamination that may present an imminent and substantial endangerment in violation of the RCRA. The plaintiffs’ suit relates to prior notices of
intent to file a citizen suit submitted in October and November 2015 and October 2016. These plaintiffs sought injunctive relief ordering KU to take all
actions necessary to comply with the Clean Water Act and RCRA, including ceasing the discharges in question, abating effects associated with prior
discharges and eliminating the alleged imminent and substantial endangerment. These plaintiffs also sought assessment of civil penalties and an award of
litigation costs and attorney fees. In December 2017 the U.S. District Court issued an Order dismissing the Clean Water Act and RCRA complaints against KU
in their entirety. In January 2018, the plaintiffs appealed the dismissal Order to the U.S. Court of Appeals for the Sixth Circuit. In September 2018, the U.S.
Court of Appeals for the Sixth Circuit issued its ruling affirming the lower court's decision to dismiss the Clean Water Act claims but reversing its dismissal of
the RCRA claims against KU and remanding the latter to the U.S. District Court. In October 2018, KU filed a petition for rehearing to the U.S. Court of
Appeals for the Sixth Circuit regarding the RCRA claims. In November 2018, the U.S. Court of Appeals for the Sixth Circuit denied KU's petition for
rehearing regarding the RCRA claims. On January 8, 2019, KU filed an answer to plaintiffs’ complaint in the U.S. District Court. PPL, LKE and KU cannot
predict the outcome of these matters and an estimate or range of possible losses cannot be determined.
KU is undertaking extensive remedial measures at the E.W. Brown plant including closure of the former ash pond, implementation of a groundwater remedial
action plan and performance of a corrective action plan including aquatic study of adjacent surface waters and risk assessment. The aquatic study and risk
assessment are being undertaken pursuant to a 2017 agreed Order with the Kentucky Energy and Environment Cabinet (KEEC). KU conducted sampling of
Herrington Lake in 2017 and 2018. A final report of KU’s findings is expected to be submitted to the KEEC in mid-2019. KU believes that current and
planned measures for the E.W. Brown plant, including closure of impoundments, cessation of certain discharges, and deployment of new discharge controls,
are sufficient to ensure compliance with applicable requirements. However, until
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completion of the aquatic study and related assessments and issuance of regulatory determinations by the KEEC, PPL, LKE and KU are unable to determine
whether additional remedial measures will be required at the E.W. Brown plant.
Regulatory Issues (All Registrants)
See Note 7 for information on regulatory matters related to utility rate regulation.
Electricity - Reliability Standards
The NERC is responsible for establishing and enforcing mandatory reliability standards (Reliability Standards) regarding the bulk electric system in North
America. The FERC oversees this process and independently enforces the Reliability Standards.
The Reliability Standards have the force and effect of law and apply to certain users of the bulk electric system, including electric utility companies,
generators and marketers. Under the Federal Power Act, the FERC may assess civil penalties for certain violations.
PPL Electric, LG&E and KU monitor their compliance with the Reliability Standards and self-report or self-log potential violations of applicable reliability
requirements whenever identified, and submit accompanying mitigation plans, as required. The resolution of a small number of potential violations is
pending. Penalties incurred to date have not been significant. Any Regional Reliability Entity (including RFC or SERC) determination concerning the
resolution of violations of the Reliability Standards remains subject to the approval of the NERC and the FERC.
In the course of implementing their programs to ensure compliance with the Reliability Standards by those PPL affiliates subject to the standards, certain
other instances of potential non-compliance may be identified from time to time. The Registrants cannot predict the outcome of these matters, and an
estimate or range of possible losses cannot be determined.
Environmental Matters
(All Registrants)
Due to the environmental issues discussed below or other environmental matters, it may be necessary for the Registrants to modify, curtail, replace or cease
operation of certain facilities or performance of certain operations to comply with statutes, regulations and other requirements of regulatory bodies or courts.
In addition, legal challenges to new environmental permits or rules add to the uncertainty of estimating the future cost of these permits and rules.
WPD's distribution businesses are subject to certain statutory and regulatory environmental requirements. It may be necessary for WPD to incur significant
compliance costs, which costs may be recoverable through rates subject to the approval of Ofgem. PPL believes that WPD has taken and continues to take
measures to comply with all applicable environmental laws and regulations.
LG&E and KU are entitled to recover, through the ECR mechanism, certain costs of complying with the Clean Air Act, as amended, and those federal, state or
local environmental requirements applicable to coal combustion wastes and by-products from facilities that generate electricity from coal in accordance with
approved compliance plans. Costs not covered by the ECR mechanism for LG&E and KU and all such costs for PPL Electric are subject to rate recovery
before the companies' respective state regulatory authorities, or the FERC, if applicable. Because neither WPD nor PPL Electric owns any generating plants,
their exposure to related environmental compliance costs is reduced. PPL, PPL Electric, LKE, LG&E and KU can provide no assurances as to the ultimate
outcome of future environmental or rate proceedings before regulatory authorities.
Air
(PPL, LKE, LG&E and KU)
NAAQS
The Clean Air Act, which regulates air pollutants from mobile and stationary sources in the United States, has a significant impact on the operation of fossil
fuel generation plants. Among other things, the Clean Air Act requires the EPA periodically to review and establish concentration levels in the ambient air for
six pollutants to protect public health and welfare. The six pollutants are carbon monoxide, lead, nitrogen dioxide, ozone (contributed to by nitrogen oxide
emissions), particulate matter
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and sulfur dioxide. The established concentration levels for these six pollutants are known as NAAQS. Under the Clean Air Act, the EPA is required to
reassess the NAAQS on a five-year schedule.
Federal environmental regulations of these six pollutants require states to adopt implementation plans, known as state implementation plans, which detail
how the state will attain the standards that are mandated by the relevant law or regulation. Each state identifies the areas within its boundaries that meet the
NAAQS (attainment areas) and those that do not (non-attainment areas), and must develop a state implementation plan both to bring non-attainment areas
into compliance with the NAAQS and to maintain good air quality in attainment areas. In addition, for attainment of ozone and fine particulates standards,
states in the eastern portion of the country, including Kentucky, are subject to a regional program developed by the EPA known as the Cross-State Air
Pollution Rule. The NAAQS, future revisions to the NAAQS and state implementation plans, or future revisions to regional programs, may require installation
of additional pollution controls, the costs of which PPL, LKE, LG&E and KU believe are subject to cost recovery.
Although PPL, LKE, LG&E and KU do not anticipate significant costs to comply with these programs, changes in market or operating conditions could result
in different costs than anticipated.
Ozone
The EPA issued the current ozone standard in October 2015. The states and the EPA are required to determine (based on ambient air monitoring data) those
areas that meet the standard and those that are in nonattainment. The EPA was scheduled to designate areas as being in attainment or nonattainment of the
current ozone standard by no later than October 2017 which was to be followed by further regulatory proceedings identifying compliance measures and
deadlines. However, the current implementation and compliance schedule is uncertain because the EPA failed to make nonattainment designations by the
applicable deadline. In addition, some industry groups have requested the EPA to defer implementation of the 2015 ozone standard, but the EPA has not yet
acted on this request. Although implementation of the 2015 ozone standard could potentially require the addition of SCRs at some LG&E and KU generating
units, PPL, LKE, LG&E and KU are currently unable to determine what the compliance measures and deadlines may ultimately be with respect to the new
standard.
States are also obligated to address interstate transport issues associated with ozone standards through the establishment of "good neighbor" state
implementation plans for those states that are found to contribute significantly to another state's non-attainment. As a result of a partial consent decree
addressing claims regarding federal implementation, the EPA and several states, including Kentucky, have evaluated the need for further nitrogen oxide
reductions from fossil-fueled plants to address interstate impacts. In August 2018, Kentucky submitted a proposed state implementation plan finding that no
additional reductions beyond existing and planned controls set forth in Kentucky's existing State Implementation Plan are necessary to prevent Kentucky
from contributing significantly to any other state’s nonattainment. In September 2018, the EPA announced its denial of petitions filed by Maryland and
Delaware alleging that states including Kentucky and Pennsylvania contribute to nonattainment in the petitioning states. PPL, LKE, LG&E and KU are
unable to predict the outcome of ongoing and future evaluations by the EPA and the states, or whether such evaluations could potentially result in
requirements for nitrogen oxide reductions beyond those currently required under the Cross-State Air Pollution Rule.
Sulfur Dioxide
In 2010, the EPA issued a new NAAQS for sulfur dioxide and required states to identify areas that meet those standards and areas that are in nonattainment. In
July 2013, the EPA finalized nonattainment designations for parts of the country, including part of Jefferson County in Kentucky. As a result of scrubber
replacements completed by LG&E at the Mill Creek plant in 2016, all Jefferson County monitors now indicate compliance with the sulfur dioxide standards.
Additionally, LG&E accepted a new sulfur dioxide emission limit to ensure continuing compliance with the NAAQS. On March 18, 2019, the EPA issued a
final rule retaining, without revision, the primary standards for sulfur dioxide as specified in the 2010 NAAQS. PPL, LKE, LG&E and KU do not anticipate
any further measures to achieve compliance with the current sulfur dioxide standards.
MATS
In December 2018, the EPA proposed to revise its previous finding that regulation of hazardous air emissions from coal- and oil-fired electricity generating
units is justified and instead found that the agency erred in determining such regulation is “appropriate and necessary” due to mistakes in its regulatory costbenefit analysis. As a result of its review of relevant precedent, the EPA further proposed not to remove the coal- and oil-fired electricity generating unit
source category from the list of sources that must be regulated under Section 112 of the Clean Air Act and leave existing emission standards in place. Finally,
the EPA proposed to find that the results of its residual risk and technology review indicate that residual risk due to air
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toxic emissions from this source category is acceptable and current standards provide an ample margin of safety to protect public health. LG&E and KU have
completed installation of controls at their plants as necessary to achieve compliance with the applicable provision of MATS. It is not possible to predict the
outcome of the pending regulatory proceedings including whether existing standards may be repealed, or the resulting impacts on plant operations, financial
condition or results of operations.
Climate Change
There is continuing world-wide attention focused on issues related to climate change. In June 2016, President Obama announced that the United States,
Canada and Mexico established the North American Climate, Clean Energy, and Environment Partnership Plan, which specifies actions to promote clean
energy, address climate change and protect the environment. The plan includes a goal to provide 50% of the energy used in North America from clean energy
sources by 2025. The plan does not impose any nation-specific requirements.
In December 2015, 195 nations, including the U.S., signed the Paris Agreement on Climate, which establishes a comprehensive framework for the reduction
of GHG emissions from both developed and developing nations. Although the agreement does not establish binding reduction requirements, it requires each
nation to prepare, communicate, and maintain GHG reduction commitments. Reductions can be achieved in a variety of ways, including energy conservation,
power plant efficiency improvements, reduced utilization of coal-fired generation or replacing coal-fired generation with natural gas or renewable generation.
Based on the EPA's rules issued in 2015 imposing GHG emission standards for both new and existing power plants, the U.S. committed to an initial reduction
target of 26% to 28% below 2005 levels by 2025. However, on June 1, 2017, President Trump announced a plan to withdraw from the Paris Agreement and
undertake negotiations to reenter the current agreement or enter a new agreement on terms more favorable to the U.S. Under the terms of the Paris Agreement,
any U.S. withdrawal would not be complete until November 2020. PPL, LKE, LG&E and KU cannot predict the outcome of such regulatory actions or the
impact, if any, on plant operations, rate treatment or future capital or operating needs.
The U.K. has enacted binding carbon reduction requirements that are applicable to WPD. Under the U.K. law, WPD must purchase carbon reduction credits to
offset emissions associated with WPD's operations. The cost of these credits is not significant and is included in WPD's current operating expenses.
The current U.K. carbon allowance scheme ended on March 31, 2019, with the last reporting year being April 2018 through March 2019. It is now being
replaced by reporting requirements under the Streamlined Energy and Carbon Reporting framework along with a tax (called “Climate Change Levy”) which
is equivalent to the current cost of the carbon reduction credits. The cost of the tax is not significant and will be included in WPD’s operating expenses.
The EPA's Rules under Section 111 of the Clean Air Act including the EPA's Proposed Affordable Clean Energy Rule
In 2015, the EPA had finalized rules imposing GHG emission standards for both new and existing power plants and had proposed a federal implementation
plan that would apply to any states that failed to submit an acceptable state implementation plan to reduce GHG emissions on a state-by-state basis (the
Clean Power Plan).
Following legal challenges to the Clean Power Plan, a stay of those rules by the U.S. Supreme Court and the March 2017 Executive Order requiring the EPA
to review the Clean Power Plan in October 2017, the EPA proposed to rescind the Clean Power Plan. In August 2018, the EPA proposed the Affordable Clean
Energy (ACE) Rule as a replacement for the Clean Power Plan pertaining to existing sources. The ACE Rule would give states broad latitude in establishing
emission guidelines providing for plant-specific efficiency upgrades or "heat-rate improvements" that would reduce GHG emissions per unit of electricity
generated. The ACE Rule proposes a list of "candidate technologies" that would be considered in establishing standards of performance at individual power
plants. The ACE Rule also proposes new criteria for determining whether such efficiency projects would trigger New Source Review and thus be subject to
more stringent emission controls.
In anticipation of the EPA's Clean Power Plan, the Kentucky General Assembly passed legislation in April 2014 limiting the measures that the Kentucky
Energy and Environment Cabinet may consider in setting performance standards to comply with the Clean Power Plan, if enacted. The legislation provides
that such state GHG performance standards will be based on emission reductions, efficiency measures and other improvements available at each power plant,
rather than renewable energy, end-use energy efficiency, fuel switching and re-dispatch. These statutory restrictions are broadly consistent with the EPA's
proposed ACE Rule.
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LG&E and KU are monitoring developments at the state and federal level. Until the ACE Rule is finalized and the state determines implementation measures,
PPL, LKE, LG&E and KU cannot predict the potential impact, if any, on plant operations, future capital or operating costs. PPL, LKE, LG&E and KU believe
that the costs, which could be significant, would be subject to rate recovery.
Sulfuric Acid Mist Emissions (PPL, LKE and LG&E)
In June 2016, the EPA issued a notice of violation under the Clean Air Act alleging that LG&E violated applicable rules relating to sulfuric acid mist
emissions at its Mill Creek plant. The notice alleges failure to install proper controls, failure to operate the facility consistent with good air pollution control
practice, and causing emissions exceeding applicable requirements or constituting a nuisance or endangerment. LG&E believes it has complied with
applicable regulations during the relevant time period. Discussions between the EPA and LG&E are ongoing. The parties have entered into a tolling
agreement with respect to this matter through June 2019. PPL, LKE and LG&E are unable to predict the outcome of this matter or the potential impact on
operations of the Mill Creek plant, including increased capital or operating costs, and potential civil penalties or remedial measures, if any.
Water/Waste
(PPL, LKE, LG&E and KU)
CCRs
In April 2015, the EPA published its final rule regulating CCRs. CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes. The rule became
effective in October 2015. It imposes extensive new requirements, including location restrictions, design and operating standards, groundwater monitoring
and corrective action requirements, and closure and post-closure care requirements on CCR impoundments and landfills that are located on active power
plants in the United States and not closed. Under the rule, CCRs are regulated as non-hazardous under Subtitle D of RCRA and beneficial use of CCRs is
allowed, with some restrictions. The rule's requirements for covered CCR impoundments and landfills include implementation of groundwater monitoring
and commencement or completion of closure activities generally between three and ten years from certain triggering events. The rule requires posting of
compliance documentation on a publicly accessible website. Industry groups, environmental groups, individual companies and others have filed legal
challenges to the final rule, which are pending before the D.C. Circuit Court of Appeals. In March 2018, the EPA proposed amendments to the CCR rule
primarily relating to impoundment closure and remediation requirements. In July 2018, the EPA published in the Federal Register a final rule extending the
deadline for closure of certain impoundments to October 2020 and adopting substantive changes relating to certifications, suspensions of groundwater
monitoring and groundwater protection standards for certain constituents. The EPA has announced that additional amendments to the rule will be proposed.
In August 2018, the D.C. Circuit Court of Appeals vacated and remanded portions of the CCR rule including provisions allowing unlined impoundments to
continue operating and exempting inactive impoundments at inactive plants from regulation. As a result of subsequent challenges to the CCR Rule
amendments, on March 13, 2019, the D.C. Circuit granted the EPA’s motion for voluntary remand of the amended rule without voiding it. Consequently, the
CCR Rule amendments, including extended compliance deadline, will remain in place as the EPA considers further rule amendments and revisions. PPL,
LKE, LG&E and KU are unable to predict the outcome of the ongoing rulemaking or potential impacts on current LG&E and KU compliance plans. The
Registrants are currently finalizing closure plans and schedules.
In January 2017, the Kentucky Energy and Environment Cabinet issued a new state rule relating to CCR management aimed at reflecting the requirements of
the federal CCR rule. As a result of a subsequent legal challenge in January 2018, the Franklin County, Kentucky Court issued an opinion invalidating
certain procedural elements of the rule. LG&E and KU presently operate their facilities under continuing permits authorized under the former program and do
not currently anticipate material impacts as a result of the judicial ruling. The Kentucky Energy and Environmental Cabinet has announced it expects to
propose new state rules in 2019 aimed at addressing the procedural deficiencies identified by the court and providing the regulatory framework necessary for
operation of the state CCR program in lieu of the federal CCR Rule, as provided by applicable law.
LG&E and KU received KPSC approval for a compliance plan providing for the closure of impoundments at the Mill Creek, Trimble County, E.W. Brown,
and Ghent stations, and construction of process water management facilities at those plants. In addition to the foregoing measures required for compliance
with the federal CCR rule, KU also received KPSC approval for its plans to close impoundments at the retired Green River, Pineville and Tyrone plants to
comply with applicable state law.
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In connection with the final CCR rule, LG&E and KU recorded adjustments to existing AROs beginning in 2015 and continue to record adjustments as
required. See Note 16 below and Note 19 in the Registrants' 2018 Form 10-K for additional information. Further changes to AROs, current capital plans or
operating costs may be required as estimates are refined based on closure developments, groundwater monitoring results, and regulatory or legal proceedings.
Costs relating to this rule are subject to rate recovery.
Clean Water Act
Regulations under the federal Clean Water Act dictate permitting and mitigation requirements for facilities and construction projects in the United States.
Many of those requirements relate to power plant operations, including requirements related to the treatment of pollutants in effluents prior to discharge, the
temperature of effluent discharges and the location, design and construction of cooling water intake structures at generating facilities, standards intended to
protect aquatic organisms that become trapped at or pulled through cooling water intake structures at generating facilities. The requirements could impose
significant costs for LG&E and KU, which are subject to rate recovery.
Clean Water Act Jurisdiction
For several years the EPA has been seeking to clarify which discharges are subject to the Clean Water Act. The issue is primarily significant to PPL's
operations with respect to discharges to groundwater from ash basins. There has been substantial disagreement over whether Clean Water Act jurisdiction
covers discharges of contaminants to groundwater which reach surface water via a direct hydrologic connection. In particular, various environmental groups
and other stakeholders argue that leaking impoundments located at coal-fired power plants are subject to Clean Water Act jurisdiction, while facility owners
and many states contend that such situations are more appropriately addressed under the EPA's CCR Rule and state regulatory programs.
Most recently, on April 12, 2019, the EPA released an interpretive statement concluding that Clean Water Act jurisdiction does not cover discharges to
groundwater regardless of any hydrologic connection between groundwater and jurisdictional surface water.
The issue has been subject to extensive litigation in federal courts including the citizen suit filed against KU with respect to its E.W. Brown plant, as
discussed under “Legal Matters” - “E.W. Brown Environmental Claims” above, resulting in contradictory rulings by courts in different jurisdictions. On
February 19, 2019, the U.S. Supreme Court agreed to review a lower court ruling on the issue. The U.S. Supreme Court’s ruling in that case, likely to be issued
in the first half of 2020, is expected to provide additional clarification on the scope of Clean Water Act jurisdiction. Extending Clean Water Act jurisdiction
to such discharges could potentially subject certain releases from CCR impoundments to additional permitting and remediation requirements.
PPL, LKE, LG&E and KU are unable to predict the outcome of current or future regulatory proceedings or litigation or potential impacts on current LG&E
and KU compliance plans.
ELGs
In September 2015, the EPA released its final ELGs for wastewater discharge permits for new and existing steam electric generating facilities. The rule
provides strict technology-based discharge limitations for control of pollutants in scrubber wastewater, fly ash and bottom ash transport water, mercury
control wastewater, gasification wastewater and combustion residual leachate. The new guidelines require deployment of additional control technologies
providing physical, chemical and biological treatment of wastewaters. The guidelines also mandate operational changes including "no discharge"
requirements for fly ash and bottom ash transport waters and mercury control wastewaters. The implementation date for individual generating stations will be
determined by the states on a case-by-case basis according to criteria provided by the EPA. Industry groups, environmental groups, individual companies and
others have filed legal challenges to the final rule, which have been consolidated before the U.S. Court of Appeals for the Fifth Circuit. In April 2017, the
EPA announced that it would grant petitions for reconsideration of the rule. In September 2017, the EPA published in the Federal Register a proposed rule
that would postpone the compliance date for requirements relating to bottom ash transport waters and scrubber wastewaters discharge limits. On April 12,
2019, the U.S. Court of Appeals for the Fifth Circuit vacated and remanded portions of the ELGs concerning legacy wastewater and CCR leachate. The EPA
expects to complete its reconsideration of best available technology standards by the fall of 2020. Upon completion of the ongoing regulatory proceedings,
the rule will be implemented by the states in the course of their normal permitting activities. LG&E and KU are developing compliance strategies and
schedules. PPL, LKE, LG&E and KU are unable to predict the outcome of the EPA's pending reconsideration of the rule or fully estimate compliance costs or
timing. Additionally, certain aspects of these compliance plans and estimates relate to developments in state water quality standards, which are separate from
the ELG rule or its implementation. Costs to comply with ELGs or other
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discharge limits are expected to be significant. Certain costs are included in the Registrants’ capital plans and are subject to rate recovery.
Seepages and Groundwater Infiltration
In addition to the actions described above, LG&E and KU have completed, or are completing, assessments of seepages or groundwater infiltration at various
facilities and have completed, or are working with agencies to implement, further testing, monitoring or abatement measures, where applicable. Depending on
the circumstances in each case, certain costs, which may be subject to rate recovery, could be significant. LG&E and KU cannot currently estimate a possible
loss or range of possible losses related to this matter.
(All Registrants)
Superfund and Other Remediation
PPL Electric, LG&E and KU are potentially responsible for investigating, responding to agency inquiries, implementing various preventative measures,
and/or remediating contamination under programs other than those described in the sections above. These include a number of former coal gas manufacturing
plants in Pennsylvania and Kentucky previously owned or operated or currently owned by predecessors or affiliates of PPL Electric, LG&E and KU. To date,
the costs of these sites have not been significant.
There are additional sites, formerly owned or operated by PPL Electric, LG&E and KU predecessors or affiliates. PPL Electric, LG&E and KU lack sufficient
information about such additional sites to estimate any potential liability they may have or a range of reasonably possible losses, if any, related to these
matters.
PPL Electric is potentially responsible for a share of the costs at several sites listed by the EPA under the federal Superfund program, including the Columbia
Gas Plant site and the Brodhead site. Clean-up actions have been or are being undertaken at all of these sites, the costs of which have not been, and are not
expected to be, significant to PPL Electric.
The EPA is evaluating the risks associated with polycyclic aromatic hydrocarbons and naphthalene, chemical by-products of coal gas manufacturing. As a
result of the EPA's evaluation, individual states may establish stricter standards for water quality and soil cleanup. This could require several PPL subsidiaries
to take more extensive assessment and remedial actions at former coal gas manufacturing plants. PPL, PPL Electric, LKE, LG&E and KU cannot estimate a
range of reasonably possible losses, if any, related to these matters.
From time to time, PPL's subsidiaries in the United States undertake testing, monitoring or remedial action in response to notices of violations, spills or other
releases at various on-site and off-site locations, negotiate with the EPA and state and local agencies regarding actions necessary to comply with applicable
requirements, negotiate with property owners and other third parties alleging impacts from PPL's operations and undertake similar actions necessary to
resolve environmental matters that arise in the course of normal operations. Based on analyses to date, resolution of these environmental matters is not
expected to have a significant adverse impact on the operations of PPL Electric, LG&E and KU.
PPL Electric had a recorded liability of $11 million at March 31, 2019 and December 31, 2018 representing its best estimate of the probable loss incurred to
remediate the sites noted in this section. Depending on the outcome of investigations at sites where investigations have not begun or been completed, or
developments at sites for which information is incomplete, additional costs of remediation could be incurred; however, such costs are not expected to be
significant.
Future cleanup or remediation work at sites not yet identified may result in significant additional costs for PPL, PPL Electric, LKE, LG&E and KU. Insurance
policies maintained by LKE, LG&E and KU may be available to cover certain of the costs or other obligations related to these matters but the amount of
insurance coverage or reimbursement cannot be estimated or assured.
Other
Guarantees and Other Assurances
(All Registrants)
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In the normal course of business, the Registrants enter into agreements that provide financial performance assurance to third parties on behalf of certain
subsidiaries. Such agreements include, for example, guarantees, stand-by letters of credit issued by financial institutions and surety bonds issued by insurance
companies. These agreements are entered into primarily to support or enhance the creditworthiness attributed to a subsidiary on a stand-alone basis or to
facilitate the commercial activities in which these subsidiaries engage.
(PPL)
PPL fully and unconditionally guarantees all of the debt securities of PPL Capital Funding.
(All Registrants)
The table below details guarantees provided as of March 31, 2019. "Exposure" represents the estimated maximum potential amount of future payments that
could be required to be made under the guarantee. The probability of expected payment/performance under each of these guarantees is remote except for
"WPD guarantee of pension and other obligations of unconsolidated entities," for which PPL has a total recorded liability of $6 million at March 31, 2019
and December 31, 2018. For reporting purposes, on a consolidated basis, all guarantees of PPL Electric, LKE, LG&E and KU also apply to PPL, and all
guarantees of LG&E and KU also apply to LKE.
Exposure at
March 31, 2019

Expiration
Date

PPL
Indemnifications related to the WPD Midlands acquisition

(a)

WPD indemnifications for entities in liquidation and sales of assets

$

WPD guarantee of pension and other obligations of unconsolidated entities

10 (b)

2020

81 (c)

PPL Electric
Guarantee of inventory value

12 (d)

2020

200 (e)

2021

LKE
Indemnification of lease termination and other divestitures

LG&E and KU
LG&E and KU obligation of shortfall related to OVEC

(f)

(a)

Indemnifications related to certain liabilities, including a specific unresolved tax issue and those relating to properties and assets owned by the seller that were transferred to WPD
Midlands in connection with the acquisition. A cross indemnity has been received from the seller on the tax issue. The maximum exposure and expiration of these
indemnifications cannot be estimated because the maximum potential liability is not capped and the expiration date is not specified in the transaction documents.
(b) Indemnification to the liquidators and certain others for existing liabilities or expenses or liabilities arising during the liquidation process. The indemnifications are limited to
distributions made from the subsidiary to its parent either prior or subsequent to liquidation or are not explicitly stated in the agreements. The indemnifications generally expire
two to seven years subsequent to the date of dissolution of the entities. The exposure noted only includes those cases where the agreements provide for specific limits.
In connection with their sales of various businesses, WPD and its affiliates have provided the purchasers with indemnifications that are standard for such transactions, including
indemnifications for certain pre-existing liabilities and environmental and tax matters or have agreed to continue their obligations under existing third-party guarantees, either for
a set period of time following the transactions or upon the condition that the purchasers make reasonable efforts to terminate the guarantees. Additionally, WPD and its affiliates
remain secondarily responsible for lease payments under certain leases that they have assigned to third parties.
(c) Relates to certain obligations of discontinued or modified electric associations that were guaranteed at the time of privatization by the participating members. Costs are allocated to
the members and can be reallocated if an existing member becomes insolvent. At March 31, 2019, WPD has recorded an estimated discounted liability for which the expected
payment/performance is probable. Neither the expiration date nor the maximum amount of potential payments for certain obligations is explicitly stated in the related agreements,
and as a result, the exposure has been estimated.
(d) A third party logistics firm provides inventory procurement and fulfillment services. The logistics firm has title to the inventory, however, upon termination of the contracts, PPL
Electric has guaranteed to purchase any remaining inventory that has not been used or sold.
(e) LKE provides certain indemnifications covering the due and punctual payment, performance and discharge by each party of its respective obligations. The most comprehensive
of these guarantees is the LKE guarantee covering operational, regulatory and environmental commitments and indemnifications made by WKE under a 2009 Transaction
Termination Agreement. This guarantee has a term of 12 years ending July 2021, and a maximum exposure of $200 million, exclusive of certain items such as government fines
and penalties that may exceed the maximum. Additionally, LKE has indemnified various third parties related to historical obligations for other divested subsidiaries and affiliates.
The indemnifications vary by entity and the maximum exposures range from being capped at the sale price to no specified maximum. LKE could be required to perform on these
indemnifications in the event of covered losses or liabilities being claimed by an indemnified party. LKE cannot predict the ultimate outcomes of the various indemnification
scenarios, but does not expect such outcomes to result in significant losses above the amounts recorded.
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(f)

Pursuant to the OVEC power purchase contract, LG&E and KU are obligated to pay for their share of OVEC's excess debt service, post-retirement and decommissioning costs, as
well as any shortfall from amounts included within a demand charge designed and expected to cover these costs over the term of the contract. LKE's proportionate share of
OVEC's outstanding debt was $112 million at March 31, 2019, consisting of LG&E's share of $78 million and KU's share of $34 million. The maximum exposure and the
expiration date of these potential obligations are not presently determinable. See "Energy Purchase Commitments" in Note 13 in PPL's, LKE's, LG&E's and KU's 2018 Form 10-K
for additional information on the OVEC power purchase contract.
In March 2018, a sponsor with a pro-rata share of certain OVEC obligations of 4.85% filed for bankruptcy under Chapter 11 and, in August 2018, received a rejection Order for
the OVEC power purchase contract in the bankruptcy proceeding. OVEC and certain sponsors are appealing this action, in addition to pursuing appropriate rejection claims in the
bankruptcy proceeding. OVEC and certain of its sponsors, including LG&E and KU, are analyzing certain potential additional credit support actions to preserve OVEC's access to
credit markets or mitigate risks or adverse impacts relating thereto, including increased interest costs, establishing or continuing debt reserve accounts or other changes involving
OVEC's existing short and long-term debt. The ultimate outcome of these matters, including the sponsor bankruptcy and related proceedings and any other potential impact on
LG&E's and KU's obligations relating to OVEC debt under the power purchase contract cannot be predicted.

The Registrants provide other miscellaneous guarantees through contracts entered into in the normal course of business. These guarantees are primarily in the
form of indemnification or warranties related to services or equipment and vary in duration. The amounts of these guarantees often are not explicitly stated,
and the overall maximum amount of the obligation under such guarantees cannot be reasonably estimated. Historically, no significant payments have been
made with respect to these types of guarantees and the Registrants believe the probability of payment/performance under these guarantees is remote.
PPL, on behalf of itself and certain of its subsidiaries, maintains insurance that covers liability assumed under contract for bodily injury and property damage.
The coverage provides maximum aggregate coverage of $225 million. This insurance may be applicable to obligations under certain of these contractual
arrangements.
12. Related Party Transactions
Support Costs (PPL Electric, LKE, LG&E and KU)
PPL Services, PPL EU Services and LKS provide PPL, PPL Electric, LKE, their respective subsidiaries, including LG&E and KU, and each other with
administrative, management and support services. For all services companies, the costs of directly assignable and attributable services are charged to the
respective recipients as direct support costs. General costs that cannot be directly assigned or attributed to a specific entity are allocated and charged to the
respective recipients as indirect support costs. PPL Services and PPL EU Services use a three-factor methodology that includes the applicable recipients'
invested capital, operation and maintenance expenses and number of employees to allocate indirect costs. PPL Services may also use a ratio of overall direct
and indirect costs or a weighted average cost ratio. LKS bases its indirect allocations on the subsidiaries' number of employees, total assets, revenues, number
of customers and/or other statistical information. PPL Services, PPL EU Services and LKS charged the following amounts for the periods ended March 31,
including amounts applied to accounts that are further distributed between capital and expense on the books of the recipients, based on methods that are
believed to be reasonable.
Three Months
2019
PPL Electric from PPL Services

$

LKE from PPL Services

2018
16

$

16

9

7

PPL Electric from PPL EU Services

37

35

LG&E from LKS

38

38

KU from LKS

43

42

In addition to the charges for services noted above, LKS makes payments on behalf of LG&E and KU for fuel purchases and other costs for products or
services provided by third parties. LG&E and KU also provide services to each other and to LKS. Billings between LG&E and KU relate to labor and
overheads associated with union and hourly employees performing work for the other company, charges related to jointly-owned generating units and other
miscellaneous charges.
Intercompany Borrowings
(PPL Electric)
PPL Energy Funding maintains a $650 million revolving line of credit with a PPL Electric subsidiary. No balance was outstanding at March 31, 2019 and
December 31, 2018. The interest rates on borrowings are equal to one-month LIBOR plus a spread. Interest income is reflected in "Interest Income from
Affiliate" on the Income Statement.
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(LKE)
LKE maintains a $375 million revolving line of credit with a PPL Energy Funding subsidiary whereby LKE can borrow funds on a short-term basis at marketbased rates. The interest rates on borrowings are equal to one-month LIBOR plus a spread. At March 31, 2019 and December 31, 2018, $187 million and
$113 million were outstanding and reflected in "Notes payable with affiliates" on the Balance Sheets. The interest rates on the outstanding borrowings at
March 31, 2019 and December 31, 2018 were 3.99% and 3.85%. Interest expense on the revolving line of credit was not significant for the three months
ending March 31, 2019 and 2018.
LKE maintains an agreement with a PPL affiliate that has a $300 million borrowing limit whereby LKE can loan funds on a short-term basis at market-based
rates. No balance was outstanding at March 31, 2019 and December 31, 2018. The interest rate on the loan is based on the PPL affiliate's credit rating and
equal to one-month LIBOR plus a spread.
LKE maintains a $400 million ten-year note with a PPL affiliate with an interest rate of 3.5%. At March 31, 2019 and December 31, 2018, the note was
reflected in "Long-term debt to affiliate" on the Balance Sheets. Interest expense on this note was $4 million for the three months ending March 31, 2019 and
2018.
LKE maintains a $250 million ten-year note with a PPL affiliate with an interest rate of 4%. At March 31, 2019 and December 31, 2018, the note was reflected
in "Long-term debt to affiliate" on the Balance Sheets. Interest expense on this note was $3 million for the three months ending March 31, 2019.
VEBA Funds Receivable (PPL Electric)
In May 2018, PPL received a favorable private letter ruling from the IRS permitting a transfer of excess funds from the PPL Bargaining Unit Retiree Health
Plan VEBA to a new subaccount within the VEBA, to be used to pay medical claims of active bargaining unit employees. Based on PPL Electric's
participation in PPL’s Other Postretirement Benefit plan, PPL Electric was allocated a portion of the excess funds from PPL Services. These funds have been
recorded as an intercompany receivable on PPL Electric's Balance Sheets. The receivable balance decreases as PPL Electric pays incurred medical claims and
is reimbursed by PPL Services. The intercompany receivable balance associated with these funds was $44 million as of March 31, 2019, of which $10 million
was reflected in "Accounts receivable from affiliates" and $34 million was reflected in "Other noncurrent assets" on the PPL Electric Balance Sheet. The
intercompany receivable balance associated with these funds was $45 million as of December 31, 2018, of which $10 million was reflected in "Account
receivable from affiliates" and $35 million was reflected in "Other noncurrent assets" on the PPL Electric Balance Sheet.
Other (PPL Electric, LG&E and KU)
See Note 10 for discussions regarding intercompany allocations associated with defined benefits.
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13. Other Income (Expense) - net
(PPL)
The details of "Other Income (Expense) - net" for the periods ended March 31, were:
Three Months
2019

2018

Other Income
Defined benefit plans - non-service credits (Note 10)

$

80

$

68

Interest income

6

—

AFUDC - equity component

5

5

Miscellaneous

6

1

97

74

33

112

2

4

Total Other Income
Other Expense
Economic foreign currency exchange contracts (Note 15)
Charitable contributions
Miscellaneous

10

1

Total Other Expense

45

117

$

Other Income (Expense) - net

52

$

(43)

14. Fair Value Measurements
(All Registrants)
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date (an exit price). A market approach (generally, data from market transactions), an income approach (generally, present value techniques and
option-pricing models) and/or a cost approach (generally, replacement cost) are used to measure the fair value of an asset or liability, as appropriate. These
valuation approaches incorporate inputs such as observable, independent market data and/or unobservable data that management believes are predicated on
the assumptions market participants would use to price an asset or liability. These inputs may incorporate, as applicable, certain risks such as nonperformance
risk, which includes credit risk. The fair value of a group of financial assets and liabilities is measured on a net basis. See Note 1 in each Registrant's 2018
Form 10-K for information on the levels in the fair value hierarchy.
Recurring Fair Value Measurements
The assets and liabilities measured at fair value were:
March 31, 2019
Total

Level 1

December 31, 2018

Level 2

Level 3

Total

Level 1

Level 2

Level 3

PPL
Assets
Cash and cash equivalents
Restricted cash and cash equivalents (a)

$

518
22

$

518

$

—

$

—

$

621

$

621

$

—

$

—

22

—

—

22

22

—

—

Special use funds (a):
Money market fund

3

3

—

—

59

59

—

—

Commingled debt fund measured at NAV (b)

31

—

—

—

—

—

—

—

Commingled equity fund measured at NAV (b)

29

—

—

—

—

—

—

—

63

3

—

—

59

59

—

—

Total special use funds
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March 31, 2019
Total

Level 1

December 31, 2018

Level 2

Level 3

Total

Level 1

Level 2

Level 3

Price risk management assets (c):
Foreign currency contracts

163

—

163

—

202

—

202

—

Cross-currency swaps

118

—

118

—

135

—

135

—

281

—

281

—

337

—

337

Total price risk management assets
Total assets

$

—

884

$

543

$

281

$

—

$

1,039

$

702

$

337

$

—

21

$

—

$

21

$

—

$

20

$

—

$

20

$

—

Liabilities
Price risk management liabilities (c):
Interest rate swaps

$

Foreign currency contracts
Total price risk management liabilities

13

—

13

—

2

—

2

—

$

34

$

—

$

34

$

—

$

22

$

—

$

22

$

—

$

23

$

23

$

—

$

—

$

267

$

267

$

—

$

—

PPL Electric
Assets
Cash and cash equivalents
Restricted cash and cash equivalents (a)
Total assets

2

2

—

—

2

2

—

—

$

25

$

25

$

—

$

—

$

269

$

269

$

—

$

—

$

22

$

22

$

—

$

—

$

24

$

24

$

—

$

—

$

22

$

22

$

—

$

—

$

24

$

24

$

—

$

—

$

21

$

—

$

21

$

—

$

20

$

—

$

20

$

—

$

21

$

—

$

21

$

—

$

20

$

—

$

20

$

—

$

9

$

9

$

—

$

—

$

10

$

10

$

—

$

—

$

9

$

9

$

—

$

—

$

10

$

10

$

—

$

—

$

21

$

—

$

21

$

—

$

20

$

—

$

20

$

—

$

21

$

—

$

21

$

—

$

20

$

—

$

20

$

—

$

13

$

13

$

—

$

—

$

14

$

14

$

—

$

—

$

13

$

13

$

—

$

—

$

14

$

14

$

—

$

—

LKE
Assets
Cash and cash equivalents
Total assets

Liabilities
Price risk management liabilities:
Interest rate swaps
Total price risk management liabilities

LG&E
Assets
Cash and cash equivalents
Total assets

Liabilities
Price risk management liabilities:
Interest rate swaps
Total price risk management liabilities

KU
Assets
Cash and cash equivalents
Total assets

(a) Current portion is included in "Other current assets" and long-term portion is included in "Other noncurrent assets" on the Balance Sheets.
(b) In accordance with accounting guidance, certain investments that are measured at fair value using the net asset value per share (NAV), or its equivalent, practical expedient have
not been classified in the fair value hierarchy. The fair value amounts presented in the table are intended to permit reconciliation of the fair value hierarchy to the amounts
presented in the statement of financial position.
(c) Current portion is included in "Price risk management assets" and "Other current liabilities" and noncurrent portion is included in "Price risk management assets" and "Other
deferred credits and noncurrent liabilities" on the Balance Sheets.

64

Source: PPL CORP, 10-Q, May 02, 2019

Powered by Morningstar® Document Research℠

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

Table of Contents

Special Use Funds
(PPL)
The special use funds are investments restricted for paying active union employee medical costs. In May 2018, PPL received a favorable private letter ruling
from the IRS permitting a transfer of excess funds from the PPL Bargaining Unit Retiree Health Plan VEBA to a new subaccount within the VEBA to be used
to pay medical claims of active bargaining unit employees. In 2019, the funds are invested primarily in commingled debt and equity funds measured at NAV.
In 2018, the funds were invested in money market funds.
Price Risk Management Assets/Liabilities - Interest Rate Swaps/Foreign Currency Contracts/Cross-Currency Swaps
(PPL, LKE, LG&E and KU)
To manage interest rate risk, PPL, LKE, LG&E and KU use interest rate contracts such as forward-starting swaps, floating-to-fixed swaps and fixed-to-floating
swaps. To manage foreign currency exchange risk, PPL uses foreign currency contracts such as forwards, options and cross-currency swaps that contain
characteristics of both interest rate and foreign currency contracts. An income approach is used to measure the fair value of these contracts, utilizing readily
observable inputs, such as forward interest rates (e.g., LIBOR and government security rates) and forward foreign currency exchange rates (e.g., GBP), as well
as inputs that may not be observable, such as credit valuation adjustments. In certain cases, market information cannot practicably be obtained to value credit
risk and therefore internal models are relied upon. These models use projected probabilities of default and estimated recovery rates based on historical
observances. When the credit valuation adjustment is significant to the overall valuation, the contracts are classified as Level 3.
Financial Instruments Not Recorded at Fair Value (All Registrants)
The carrying amounts of long-term debt on the Balance Sheets and their estimated fair values are set forth below. Long-term debt is classified as Level 2. The
effect of third-party credit enhancements is not included in the fair value measurement.
March 31, 2019
Carrying
Amount (a)
PPL

$

21,316

December 31, 2018
Carrying
Amount (a)

Fair Value
$

24,471

$

20,599

Fair Value
$

22,939

PPL Electric

3,694

4,054

3,694

3,901

LKE

5,936

6,389

5,502

5,768

LG&E

2,009

2,135

1,809

1,874

KU

2,554

2,777

2,321

2,451

(a)

Amounts are net of debt issuance costs.

The carrying amounts of other current financial instruments (except for long-term debt due within one year) approximate their fair values because of their
short-term nature.
15. Derivative Instruments and Hedging Activities
Risk Management Objectives
(All Registrants)
PPL has a risk management policy approved by the Board of Directors to manage market risk associated with commodities, interest rates on debt issuances
and foreign exchange (including price, liquidity and volumetric risk) and credit risk (including non-performance risk and payment default risk). The Risk
Management Committee, comprised of senior management and chaired by the Senior Director-Risk Management, oversees the risk management function.
Key risk control activities designed to ensure compliance with the risk policy and detailed programs include, but are not limited to, credit review and
approval, validation of transactions, verification of risk and transaction limits, value-at-risk analyses (VaR, a statistical model that attempts to estimate the
value of potential loss over a given holding period under normal market conditions at a given confidence level) and the coordination and reporting of the
Enterprise Risk Management program.
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Market Risk
Market risk includes the potential loss that may be incurred as a result of price changes associated with a particular financial or commodity instrument as well
as market liquidity and volumetric risks. Forward contracts, futures contracts, options, swaps and structured transactions are utilized as part of risk
management strategies to minimize unanticipated fluctuations in earnings caused by changes in commodity prices, interest rates and foreign currency
exchange rates. Many of these contracts meet the definition of a derivative. All derivatives are recognized on the Balance Sheets at their fair value, unless
NPNS is elected.
The following summarizes the market risks that affect PPL and its subsidiaries.
Interest Rate Risk
•

•

PPL and its subsidiaries are exposed to interest rate risk associated with forecasted fixed-rate and existing floating-rate debt issuances. PPL and WPD
hold over-the-counter cross currency swaps to limit exposure to market fluctuations on interest and principal payments from changes in foreign currency
exchange rates and interest rates. PPL, LKE and LG&E utilize over-the-counter interest rate swaps to limit exposure to market fluctuations on floatingrate debt. PPL, LKE, LG&E and KU utilize forward starting interest rate swaps to hedge changes in benchmark interest rates, when appropriate, in
connection with future debt issuances.
PPL and its subsidiaries are exposed to interest rate risk associated with debt securities and derivatives held by defined benefit plans. This risk is
significantly mitigated to the extent that the plans are sponsored at, or sponsored on behalf of, the regulated domestic utilities and for certain plans at
WPD due to the recovery methods in place.

Foreign Currency Risk (PPL)
•

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

(All Registrants)
Commodity Price Risk
PPL is exposed to commodity price risk through its domestic subsidiaries as described below.
•
•

PPL Electric is required to purchase electricity to fulfill its obligation as a PLR. Potential commodity price risk is insignificant and mitigated through its
PUC-approved cost recovery mechanism and full-requirement supply agreements to serve its PLR customers which transfer the risk to energy suppliers.
LG&E's and KU's rates include certain mechanisms for fuel, fuel-related expenses and energy purchases. In addition, LG&E's rates include a mechanism
for natural gas supply expenses. These mechanisms generally provide for timely recovery of market price fluctuations associated with these expenses.

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

WPD is exposed to volumetric risk which is significantly mitigated as a result of the method of regulation in the U.K. Under the RIIO-ED1 price control
regulations, recovery of such exposure occurs on a two year lag. See Note 1 in PPL's 2018 Form 10-K for additional information on revenue recognition
under RIIO-ED1.
PPL Electric, LG&E and KU are exposed to volumetric risk on retail sales, mainly due to weather and other economic conditions for which there is
limited mitigation between rate cases.

Equity Securities Price Risk
•
•

PPL and its subsidiaries are exposed to equity securities price risk associated with the fair value of the defined benefit plans' assets. This risk is
significantly mitigated at the regulated domestic utilities and for certain plans at WPD due to the recovery methods in place.
PPL is exposed to equity securities price risk from future stock sales and/or purchases.
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Credit Risk
Credit risk is the potential loss that may be incurred due to a counterparty's non-performance.
PPL is exposed to credit risk from "in-the-money" interest rate and foreign currency derivatives with financial institutions, as well as additional credit risk
through certain of its subsidiaries, as discussed below.
In the event a supplier of PPL Electric, LG&E or KU defaults on its obligation, those Registrants would be required to seek replacement power or replacement
fuel in the market. In general, subject to regulatory review or other processes, appropriate incremental costs incurred by these entities would be recoverable
from customers through applicable rate mechanisms, thereby mitigating the financial risk for these entities.
PPL and its subsidiaries have credit policies in place to manage credit risk, including the use of an established credit approval process, daily monitoring of
counterparty positions and the use of master netting agreements or provisions. These agreements generally include credit mitigation provisions, such as
margin, prepayment or collateral requirements. PPL and its subsidiaries may request additional credit assurance, in certain circumstances, in the event that the
counterparties' credit ratings fall below investment grade, their tangible net worth falls below specified percentages or their exposures exceed an established
credit limit.
Master Netting Arrangements (PPL, LKE, LG&E and KU)
Net derivative positions on the balance sheets are not offset against the right to reclaim cash collateral (a receivable) or the obligation to return cash collateral
(a payable) under master netting arrangements.
PPL had a $17 million obligation to return cash collateral under master netting arrangements at March 31, 2019 and a $40 million obligation to return cash
collateral under master netting arrangements at December 31, 2018.
PPL had no obligation to post cash collateral under master netting arrangements at March 31, 2019 and December 31, 2018.
LKE, LG&E and KU had no obligation to return cash collateral under master netting arrangements at March 31, 2019 and December 31, 2018.
LKE, LG&E and KU had no obligation to post cash collateral under master netting arrangements at March 31, 2019 and December 31, 2018.
See "Offsetting Derivative Instruments" below for a summary of derivative positions presented in the balance sheets where a right of setoff exists under these
arrangements.
Interest Rate Risk
(All Registrants)
PPL and its subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. A variety of financial derivative instruments are
utilized to adjust the mix of fixed and floating interest rates in their debt portfolios, adjust the duration of the debt portfolios and lock in benchmark interest
rates in anticipation of future financing, when appropriate. Risk limits under PPL's risk management program are designed to balance risk exposure to
volatility in interest expense and changes in the fair value of the debt portfolio due to changes in benchmark interest rates. In addition, the interest rate risk of
certain subsidiaries is potentially mitigated as a result of the existing regulatory framework or the timing of rate cases.
Cash Flow Hedges (PPL)
Interest rate risks include exposure to adverse interest rate movements for outstanding variable rate debt and for future anticipated financings. Financial
interest rate swap contracts that qualify as cash flow hedges may be entered into to hedge floating interest rate risk associated with both existing and
anticipated debt issuances. PPL had no such contracts at March 31, 2019.
At March 31, 2019, PPL held an aggregate notional value in cross-currency interest rate swap contracts of $702 million that range in maturity from 2021
through 2028 to hedge the interest payments and principal of WPD's U.S. dollar-denominated senior notes.
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Cash flow hedges are discontinued if it is no longer probable that the original forecasted transaction will occur by the end of the originally specified time
period and any amounts previously recorded in AOCI are reclassified into earnings once it is determined that the hedged transaction is not probable of
occurring.
For the three months ended March 31, 2019 and 2018, PPL had no cash flow hedges reclassified into earnings associated with discontinued cash flow hedges.
At March 31, 2019, the amount of accumulated net unrecognized after-tax gains (losses) on qualifying derivatives expected to be reclassified into earnings
during the next 12 months is insignificant. Amounts are reclassified as the hedged interest expense is recorded.
Economic Activity (PPL, LKE and LG&E)
LG&E enters into interest rate swap contracts that economically hedge interest payments on variable rate debt. Because realized gains and losses from the
swaps, including terminated swap contracts, are recoverable through regulated rates, any subsequent changes in fair value of these derivatives are included in
regulatory assets or liabilities until they are realized as interest expense. Realized gains and losses are recognized in "Interest Expense" on the Statements of
Income at the time the underlying hedged interest expense is recorded. At March 31, 2019, LG&E held contracts with a notional amount of $147 million that
range in maturity through 2033.
Foreign Currency Risk
(PPL)
PPL is exposed to foreign currency risk, primarily through investments in and earnings of U.K. affiliates. PPL has adopted a foreign currency risk management
program designed to hedge certain foreign currency exposures, including firm commitments, recognized assets or liabilities, anticipated transactions and net
investments. In addition, PPL enters into financial instruments to protect against foreign currency translation risk of expected GBP earnings.
Net Investment Hedges
PPL enters into foreign currency contracts on behalf of a subsidiary to protect the value of a portion of its net investment in WPD. There were no contracts
outstanding at March 31, 2019.
At March 31, 2019 and December 31, 2018, PPL had $31 million of accumulated net investment hedge after tax gains (losses) that were included in the
foreign currency translation adjustment component of AOCI.
Economic Activity
PPL enters into foreign currency contracts on behalf of a subsidiary to economically hedge GBP-denominated anticipated earnings. At March 31, 2019, the
total exposure hedged by PPL was approximately £1.3 billion (approximately $1.8 billion based on contracted rates). These contracts have termination dates
ranging from April 2019 through October 2020.
Accounting and Reporting
(All Registrants)
All derivative instruments are recorded at fair value on the Balance Sheet as an asset or liability unless NPNS is elected. NPNS contracts include certain fullrequirement purchase contracts and other physical purchase contracts. Changes in the fair value of derivatives not designated as NPNS are recognized in
earnings unless specific hedge accounting criteria are met and designated as such, except for the changes in fair values of LG&E's interest rate swaps that are
recognized as regulatory assets or regulatory liabilities. See Note 7 for amounts recorded in regulatory assets and regulatory liabilities at March 31, 2019 and
December 31, 2018.
See Note 1 in each Registrant's 2018 Form 10-K for additional information on accounting policies related to derivative instruments.
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(PPL)
The following table presents the fair value and location of derivative instruments recorded on the Balance Sheets.
March 31, 2019
Derivatives designated as
hedging instruments
Assets

December 31, 2018

Derivatives not designated
as hedging instruments

Liabilities

Assets

Derivatives designated as
hedging instruments

Liabilities

Assets

Derivatives not designated
as hedging instruments

Liabilities

Assets

Liabilities

Current:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps (b)

$

Cross-currency swaps (b)

—

$

—

$

—

$

4

$

—

$

—

$

—

$

4

5

—

—

—

6

—

—

—

Foreign currency contracts

—

—

104

13

—

—

103

2

Total current

5

—

104

17

6

—

103

6

Noncurrent:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps (b)
Cross-currency swaps (b)
Foreign currency contracts
Total noncurrent
$

Total derivatives

—

—

—

17

—

—

—

16

113

—

—

—

129

—

—

—

—

—

59

—

—

—

99

—

113

—

59

17

129

—

99

16

118

$

—

$

163

$

34

$

135

$

—

$

202

$

22

(a)

Current portion is included in "Price risk management assets" and "Other current liabilities" and noncurrent portion is included in "Price risk management assets" and "Other
deferred credits and noncurrent liabilities" on the Balance Sheets.
(b) Excludes accrued interest, if applicable.

The following tables present the pre-tax effect of derivative instruments recognized in income, OCI or regulatory assets and regulatory liabilities for the
period ended March 31, 2019.
Three Months

Three Months
Location of
Gain (Loss)
Recognized
in Income
on Derivative

Derivative Gain
(Loss) Recognized
in
OCI

Derivative
Relationships

Gain (Loss)
Reclassified
from AOCI
into
Income

Cash Flow Hedges:
Interest rate swaps

$

Cross-currency swaps

—
(23)

Total

$

(23)

$

—

Interest expense

$

(2)

Other income (expense) - net

(28)
$

(30)

Net Investment Hedges:
Foreign currency contracts
Derivatives Not Designated as

Location of Gain (Loss) Recognized in

Hedging Instruments

Income on Derivative

Foreign currency contracts

Other income (expense) - net

Interest rate swaps

Interest expense

Three Months
(33)

$

(34)

(1)

Total
Derivatives Not Designated as

Location of Gain (Loss) Recognized as

Hedging Instruments

Regulatory Liabilities/Assets

Interest rate swaps

$

Regulatory assets - noncurrent

Three Months
$

(1)
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The following tables present the pre-tax effect of derivative instruments recognized in income, OCI or regulatory assets and regulatory liabilities for the
period ended March 31, 2018.
Three Months

Three Months
Location of
Gain (Loss)
Recognized
in Income
on Derivative

Derivative Gain
(Loss) Recognized
in
OCI

Derivative
Relationships

Gain (Loss)
Reclassified
from AOCI
into
Income

Cash Flow Hedges:
Interest rate swaps

$

Cross-currency swaps

—
(24)

Total

$

(24)

$

(1)

Interest expense

$

(2)

Other income (expense) - net

(12)
$

(14)

Net Investment Hedges:
Foreign currency contracts
Derivatives Not Designated as

Location of Gain (Loss) Recognized in

Hedging Instruments

Income on Derivative

Foreign currency contracts

Other income (expense) - net

Interest rate swaps

Interest expense

Three Months

$

(113)

Location of Gain (Loss) Recognized as

Hedging Instruments
Interest rate swaps

(112)
(1)

Total
Derivatives Not Designated as

$

Regulatory Liabilities/Assets

Three Months
$

Regulatory assets - noncurrent

4

The following table presents the effect of cash flow hedge activity on the Statement of Income for the period ended March, 31, 2019.
Location and Amount of Gain (Loss)
Recognized in Income on Hedging
Relationships
Other Income
(Expense) - net

Interest Expense
Total income and expense line items presented in the income statement in which the effect of cash flow hedges are recorded

$

241

$

52

The effects of cash flow hedges:
Gain (Loss) on cash flow hedging relationships:
Interest rate swaps:
Amount of gain (loss) reclassified from AOCI to income

(2)

—

Cross-currency swaps:
Hedged items

—

28

Amount of gain (loss) reclassified from AOCI to income

—

(28)

(LKE and LG&E)
The following table presents the fair value and the location on the Balance Sheets of derivatives not designated as hedging instruments.
March 31, 2019
Assets

December 31, 2018

Liabilities

Assets

Liabilities

Current:
Price Risk Management
Assets/Liabilities:
Interest rate swaps

$

Total current

—
—

$

4
4

$

—

$

—

4
4
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March 31, 2019
Assets

December 31, 2018

Liabilities

Assets

Liabilities

Noncurrent:
Price Risk Management
Assets/Liabilities:
Interest rate swaps
Total noncurrent
$

Total derivatives

—

17

—

—

17

—

—

$

21

$

—

16
16
$

20

The following tables present the pre-tax effect of derivatives not designated as cash flow hedges that are recognized in income or regulatory assets for the
period ended March 31, 2019.
Location of Gain (Loss) Recognized in
Derivative Instruments

Income on Derivatives

Interest rate swaps

Three Months

Interest expense

$

(1)

Location of Gain (Loss) Recognized in
Derivative Instruments

Regulatory Assets

Interest rate swaps

Three Months

Regulatory assets - noncurrent

$

(1)

The following tables present the pre-tax effect of derivatives not designated as cash flow hedges that are recognized in income or regulatory assets for the
period ended March 31, 2018.
Location of Gain (Loss) Recognized in
Derivative Instruments

Income on Derivatives

Interest rate swaps

Three Months

Interest expense

$

(1)

Location of Gain (Loss) Recognized in
Derivative Instruments

Regulatory Assets

Interest rate swaps

Three Months

Regulatory assets - noncurrent

$

4

(PPL, LKE, LG&E and KU)
Offsetting Derivative Instruments
PPL, LKE, LG&E and KU or certain of their subsidiaries have master netting arrangements in place and also enter into agreements pursuant to which they
purchase or sell certain energy and other products. Under the agreements, upon termination of the agreement as a result of a default or other termination
event, the non-defaulting party typically would have a right to set off amounts owed under the agreement against any other obligations arising between the
two parties (whether under the agreement or not), whether matured or contingent and irrespective of the currency, place of payment or place of booking of the
obligation.
PPL, LKE, LG&E and KU have elected not to offset derivative assets and liabilities and not to offset net derivative positions against the right to reclaim cash
collateral pledged (an asset) or the obligation to return cash collateral received (a liability) under derivatives agreements. The table below summarizes the
derivative positions presented in the balance sheets where a right of setoff exists under these arrangements and related cash collateral received or pledged.
Assets

Liabilities

Eligible for Offset

Eligible for Offset

Cash
Collateral
Received

Derivative
Instruments

Gross

Net

Cash
Collateral
Pledged

Derivative
Instruments

Gross

Net

March 31, 2019
Treasury Derivatives
PPL

$

281

$

12

$

17

$

252

$

34

$

12

$

—

$

22

LKE

—

—

—

—

21

—

—

21

LG&E

—

—

—

—

21

—

—

21
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Assets

Liabilities

Eligible for Offset

Eligible for Offset

Cash
Collateral
Received

Derivative
Instruments

Gross

Net

Cash
Collateral
Pledged

Derivative
Instruments

Gross

Net

December 31, 2018
Treasury Derivatives
PPL

$

337

$

2

$

40

$

295

$

22

$

2

$

—

$

20

LKE

—

—

—

—

20

—

—

20

LG&E

—

—

—

—

20

—

—

20

Credit Risk-Related Contingent Features
Certain derivative contracts contain credit risk-related contingent features which, when in a net liability position, would permit the counterparties to require
the transfer of additional collateral upon a decrease in the credit ratings of PPL, LKE, LG&E and KU or certain of their subsidiaries. Most of these features
would require the transfer of additional collateral or permit the counterparty to terminate the contract if the applicable credit rating were to fall below
investment grade. Some of these features also would allow the counterparty to require additional collateral upon each downgrade in credit rating at levels
that remain above investment grade. In either case, if the applicable credit rating were to fall below investment grade, and assuming no assignment to an
investment grade affiliate were allowed, most of these credit contingent features require either immediate payment of the net liability as a termination
payment or immediate and ongoing full collateralization on derivative instruments in net liability positions.
Additionally, certain derivative contracts contain credit risk-related contingent features that require adequate assurance of performance be provided if the
other party has reasonable concerns regarding the performance of PPL's, LKE's, LG&E's and KU's obligations under the contracts. A counterparty demanding
adequate assurance could require a transfer of additional collateral or other security, including letters of credit, cash and guarantees from a creditworthy
entity. This would typically involve negotiations among the parties. However, amounts disclosed below represent assumed immediate payment or immediate
and ongoing full collateralization for derivative instruments in net liability positions with "adequate assurance" features.
(PPL, LKE and LG&E)
At March 31, 2019, derivative contracts in a net liability position that contain credit risk-related contingent features, collateral posted on those positions and
the related effect of a decrease in credit ratings below investment grade are summarized as follows:
PPL
Aggregate fair value of derivative instruments in a net liability position with credit risk-related
contingent features
Aggregate fair value of collateral posted on these derivative instruments
Aggregate fair value of additional collateral requirements in the event of a credit downgrade below
investment grade (a)
(a)

$

LKE
7

$

LG&E
5

$

5

—

—

—

7

5

5

Includes the effect of net receivables and payables already recorded on the Balance Sheet.

16. Asset Retirement Obligations
(PPL, LKE, LG&E and KU)
PPL's, LKE's, LG&E's and KU's ARO liabilities are primarily related to CCR closure costs. See Note 11 for information on the CCR rule. LG&E also has AROs
related to natural gas mains and wells. LG&E's and KU's transmission and distribution lines largely operate under perpetual property easement agreements,
which do not generally require restoration upon removal of the property. Therefore, no material AROs are recorded for transmission and distribution assets.
For LKE, LG&E and KU, all ARO accretion and depreciation expenses are reclassified as a regulatory asset. ARO regulatory assets associated with certain
CCR projects are amortized to expense in accordance with regulatory approvals. For other AROs, at the time of retirement, the related ARO regulatory asset is
offset against the associated cost of removal regulatory liability, PP&E and ARO liability.
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The changes in the carrying amounts of AROs were as follows.
PPL
Balance at December 31, 2018

$

LKE
347

$

LG&E
296

$

KU
103

$

193

Accretion

4

4

2

2

Effect of foreign exchange rates

2

—

—

—

Changes in estimated timing or cost
Obligations settled
$

Balance at March 31, 2019

8

8

8

—

(21)

(21)

(4)

(17)

340

$

287

$

109

$

178

17. Accumulated Other Comprehensive Income (Loss)
(PPL)
The after-tax changes in AOCI by component for the periods ended March 31 were as follows.
Foreign
currency
translation
adjustments

Defined benefit plans

Unrealized gains
(losses)
on qualifying
derivatives

Prior
service
costs

Actuarial
gain
(loss)

Total

PPL
December 31, 2018

$

Amounts arising during the period

(1,533)

$

(7)

294

Reclassifications from AOCI
Net OCI during the period

$

—

21

45

294

5

—

18

317

(2)

$

December 31, 2017

$

(1,089)

$

(13)

$

116
—
116
$

(3,964)

24
$

March 31, 2018

$

—
(1,239)

Net OCI during the period

(2,405)
(3)

$

Reclassifications from AOCI

$

—

March 31, 2019

Amounts arising during the period

(19)

(19)

(973)

$

272

(19)

$

(2,387)

$

(3,647)

(7)

$

(2,313)

$

(3,422)

(20)

—

(1)

12

—

36

48

(8)

—

35

143

(21)

$

(7)

$

(2,278)

95

$

(3,279)

The following table presents PPL's gains (losses) and related income taxes for reclassifications from AOCI for the periods ended March 31.
Three Months
Details about AOCI

2019

Affected Line Item on the
2018

Statements of Income

Qualifying derivatives
Interest rate swaps

$

Cross-currency swaps
Total Pre-tax

(2)

$

(2)

(28)

(12)

(30)

(14)

Income Taxes

6

2

Total After-tax

(24)

(12)

Interest Expense
Other Income (Expense) - net

Defined benefit plans
(26)

(45)

Total Pre-tax

Net actuarial loss (a)

(26)

(45)

Income Taxes

5

9

Total After-tax

(21)

(36)

$

Total reclassifications during the period
(a)

(45)

$

(48)

These AOCI components are included in the computation of net periodic defined benefit cost. See Note 10 for additional information.
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18. New Accounting Guidance Pending Adoption
(All Registrants)
Accounting for Financial Instrument Credit Losses
In June 2016, the FASB issued accounting guidance that requires the use of a current expected credit loss (CECL) model for the measurement of credit losses
on financial instruments within the scope of this guidance, which includes accounts receivable. The CECL model requires an entity to measure credit losses
using historical information, current information and reasonable and supportable forecasts of future events, rather than the incurred loss impairment model
required under current GAAP.
For public business entities, this guidance will be applied using a modified retrospective approach and is effective for fiscal years beginning after December
15, 2019, and interim periods within those years. The Registrants will adopt this guidance on January 1, 2020. The Registrants are currently assessing the
impact of adopting this guidance.
Accounting for Implementation Costs in a Cloud Computing Service Arrangement
In August 2018, the FASB issued accounting guidance that requires a customer in a cloud computing hosting arrangement that is a service contract to
capitalize implementation costs consistent with internal-use software guidance for non-service arrangements. Prior guidance had not addressed these
implementation costs. The guidance requires these capitalized implementation costs to be amortized over the term of the hosting arrangement to the
statement of income line item where the service arrangement costs are recorded. The guidance also prescribes the financial statement classification of the
capitalized implementation costs and cash flows associated with the arrangement. Additional quantitative and qualitative disclosures are also required.
For public business entities, this guidance is effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2019. This
standard must be applied either retrospectively or prospectively to all implementation costs incurred after the date of adoption.
The Registrants are currently assessing the impact of adopting this guidance and will adopt this standard as of the beginning of the period adopted, which
will be January 1, 2020. Key implementation activities in process of being completed include assessing the population of cloud computing hosting
arrangements in the scope of this guidance and identifying and evaluating industry issues.
(PPL, LKE, LG&E and KU)
Simplifying the Test for Goodwill Impairment
In January 2017, the FASB issued accounting guidance that simplifies the test for goodwill impairment by eliminating the second step of the quantitative
test. The second step of the quantitative test requires a calculation of the implied fair value of goodwill, which is determined in the same manner as the
amount of goodwill in a business combination. Under this new guidance, an entity will now compare the estimated fair value of a reporting unit with its
carrying value and recognize an impairment charge for the amount the carrying amount exceeds the fair value of the reporting unit.
For public business entities, this guidance will be applied prospectively and is effective for annual or any interim goodwill impairment tests for fiscal years
beginning after December 15, 2019. The Registrants will adopt this guidance on January 1, 2020. The Registrants are currently assessing the impact of
adopting this guidance.
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Item 2. Combined Management's Discussion and Analysis of Financial Condition and
Results of Operations
(All Registrants)
This "Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" is separately filed by PPL, PPL Electric,
LKE, LG&E and KU. Information contained herein relating to any individual Registrant is filed by such Registrant solely on its own behalf, and no
Registrant makes any representation as to information relating to any other Registrant. The specific Registrant to which disclosures are applicable is
identified in parenthetical headings in italics above the applicable disclosure or within the applicable disclosure for each Registrant's related activities and
disclosures. Within combined disclosures, amounts are disclosed for individual Registrants when significant.
The following should be read in conjunction with the Registrants' Condensed Consolidated Financial Statements and the accompanying Notes and with the
Registrants' 2018 Form 10-K. Capitalized terms and abbreviations are defined in the glossary. Dollars are in millions, except per share data, unless otherwise
noted.
"Management's Discussion and Analysis of Financial Condition and Results of Operations" includes the following information:
•

"Overview" provides a description of each Registrant's business strategy and a discussion of important financial and operational developments.

•

"Results of Operations" for all Registrants includes a "Statement of Income Analysis" which discusses significant changes in principal line items
on the Statements of Income, comparing the three months ended March 31, 2019 with the same period in 2018. For PPL, "Results of Operations"
also includes "Segment Earnings" and "Adjusted Gross Margins" which provide a detailed analysis of earnings by reportable segment. These
discussions include non-GAAP financial measures, including "Earnings from Ongoing Operations" and "Adjusted Gross Margins" and provide
explanations of the non-GAAP financial measures and a reconciliation of the non-GAAP financial measures to the most comparable GAAP
measure. For PPL Electric, LKE, LG&E and KU, a summary of earnings and adjusted gross margins is also provided.

•

"Financial Condition - Liquidity and Capital Resources" provides an analysis of the Registrants' liquidity positions and credit profiles. This
section also includes a discussion of rating agency actions.

•

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

Introduction
(PPL)
PPL, headquartered in Allentown, Pennsylvania, is a utility holding company. PPL, through its regulated utility subsidiaries, delivers electricity to customers
in the U.K., Pennsylvania, Kentucky, Virginia and Tennessee; delivers natural gas to customers in Kentucky; and generates electricity from power plants in
Kentucky.
PPL's principal subsidiaries are shown below (* denotes a Registrant).
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PPL Corporation*

PPL Capital Funding
Provides financing for the
operations of PPL and certain
subsidiaries

I

I

PPL Global

LKE*

Engages in the regulated
distribution of electricity in the U.K.

Engages in the regulated
transmission and distribution of
electricity in Pennsylvania

I

I

LG&E*

KU*

Engages in the regulated generation,
transmission, distribution and sale of
electricity and regulated distribution
and sale of natural gas in
Kentucky

U.K.
Regulated Segment

PPL Electric*

Engages in the regulated
generation, transmission,
distribution and sale of electricity,
primarily in Kentucky

Kentucky
Regulated Segment

Pennsylvania
Regulated Segment

PPL's reportable segments' results primarily represent the results of PPL Global, LKE and PPL Electric, except that the reportable segments are also allocated
certain corporate level financing and other costs that are not included in the results of PPL Global, LKE and PPL Electric. PPL Global is not a Registrant.
Unaudited annual consolidated financial statements for the U.K. Regulated segment are furnished on a Form 8-K with the SEC.
In addition to PPL, the other Registrants included in this filing are as follows.
(PPL Electric)
PPL Electric, headquartered in Allentown, Pennsylvania, is a wholly owned subsidiary of PPL and a regulated public utility that is an electricity transmission
and distribution service provider in eastern and central Pennsylvania. PPL Electric is subject to regulation as a public utility by the PUC, and certain of its
transmission activities are subject to the jurisdiction of the FERC under the Federal Power Act. PPL Electric delivers electricity in its Pennsylvania service
area and provides electricity supply to retail customers in that area as a PLR under the Customer Choice Act.
(LKE)
LKE, headquartered in Louisville, Kentucky, is a wholly owned subsidiary of PPL and a holding company that owns regulated utility operations through its
subsidiaries, LG&E and KU, which constitute substantially all of LKE's assets. LG&E and KU are engaged in the generation, transmission, distribution and
sale of electricity. LG&E also engages in the distribution and sale of natural gas. LG&E and KU maintain separate corporate identities and serve customers in
Kentucky under their respective names. KU also serves customers in Virginia under the Old Dominion Power name.
(LG&E)
LG&E, headquartered in Louisville, Kentucky, is a wholly owned subsidiary of LKE and a regulated utility engaged in the generation, transmission,
distribution and sale of electricity and distribution and sale of natural gas in Kentucky. LG&E is subject to regulation as a public utility by the KPSC, and
certain of its transmission activities are subject to the jurisdiction of the FERC under the Federal Power Act.
(KU)
KU, headquartered in Lexington, Kentucky, is a wholly owned subsidiary of LKE and a regulated utility engaged in the generation, transmission, distribution
and sale of electricity in Kentucky and Virginia. KU is subject to regulation as a public
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utility by the KPSC, the VSCC and certain of its transmission and wholesale power activities are subject to the jurisdiction of the FERC under the Federal
Power Act. KU serves its Kentucky customers under the KU name and its Virginia customers under the Old Dominion Power name.
Business Strategy
(All Registrants)
PPL operates seven fully regulated, high-performing utilities. These utilities are located in the U.K., Pennsylvania and Kentucky, in constructive regulatory
jurisdictions with distinct regulatory structures and customer classes. PPL believes this business portfolio positions the company well for continued success
and provides earnings and dividend growth potential.
PPL's strategy, and that of the other Registrants, is to deliver best-in-sector operational performance, invest in a sustainable energy future, maintain a strong
financial foundation, and engage and develop its people. PPL's business plan is designed to achieve growth by providing efficient, reliable and safe
operations and strong customer service, maintaining constructive regulatory relationships and achieving timely recovery of costs. These businesses are
expected to achieve strong, long-term growth in rate base in the U.S. and RAV in the U.K. Rate base growth is being driven by planned significant capital
expenditures to maintain existing assets and improve system reliability and, for LKE, LG&E and KU, to comply with federal and state environmental
regulations related to coal-fired electricity generation facilities.
For the U.S. businesses, central to PPL's strategy is recovering capital project costs efficiently through various rate-making mechanisms, including periodic
base rate case proceedings using forward test years, annual FERC formula rate mechanisms and other regulatory agency-approved recovery mechanisms
designed to limit regulatory lag. In Kentucky, the KPSC has adopted a series of regulatory mechanisms (ECR, DSM, GLT, fuel adjustment clause, and gas
supply clause) and recovery on construction work-in-progress that reduce regulatory lag and provide timely recovery of and return on, as appropriate,
prudently incurred costs. In addition, the KPSC requires a utility to obtain a CPCN prior to constructing a facility, unless the construction is an ordinary
extension of existing facilities in the usual course of business or does not involve sufficient capital expenditures to materially affect the utility's financial
condition. Although such KPSC proceedings do not directly address cost recovery issues, the KPSC, in awarding a CPCN, concludes that the public
convenience and necessity require the construction of the facility on the basis that the facility is the lowest reasonable cost alternative to address the need. In
Pennsylvania, the FERC transmission formula rate, DSIC mechanism, Smart Meter Rider and other recovery mechanisms are in place to reduce regulatory lag
and provide for timely recovery of and a return on, as appropriate, prudently incurred costs.
To manage financing costs and access to credit markets, and to fund capital expenditures, a key objective of the Registrants is to maintain their investment
grade credit ratings and adequate liquidity positions. In addition, the Registrants have financial and operational risk management programs that, among other
things, are designed to monitor and manage exposure to earnings and cash flow volatility, as applicable, related to changes in interest rates, foreign currency
exchange rates and counterparty credit quality. To manage these risks, PPL generally uses contracts such as forwards, options and swaps. See "Financial
Condition - Risk Management" below for further information.
Earnings generated by PPL's U.K. subsidiaries are subject to foreign currency translation risk. Because WPD's earnings represent such a significant portion of
PPL's consolidated earnings, PPL enters into foreign currency contracts to economically hedge the value of the GBP versus the U.S. dollar. These hedges do
not receive hedge accounting treatment under GAAP. See "Financial and Operational Developments - U.K. Membership in European Union" for additional
discussion of the U.K. earnings hedging activity.
The U.K. subsidiaries also have currency exposure to the U.S. dollar to the extent of their U.S. dollar denominated debt. To manage these risks, PPL generally
uses contracts such as forwards, options and cross-currency swaps that contain characteristics of both interest rate and foreign currency exchange contracts.
As discussed above, a key component of this strategy is to maintain constructive relationships with regulators in all jurisdictions in which the Registrants
operate (U.K., U.S. federal and state). This is supported by a strong culture of integrity and delivering on commitments to customers, regulators and
shareowners, and a commitment to continue to improve customer service, reliability and operational efficiency.
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Financial and Operational Developments
U.S. Tax Reform (All Registrants)
The IRS issued proposed regulations for certain provisions of the TCJA in 2018, including interest deductibility and Global Intangible Low-Taxed Income
(GILTI). PPL has determined that the proposed regulations related to GILTI do not materially change PPL's current interpretation of the statutory impact of
these rules on the company. Proposed regulations relating to the limitation on the deductibility of interest expense were issued in November 2018 and such
regulations provide detailed rules implementing the broader statutory provisions. These proposed regulations should not apply to the Registrants until the
year in which the regulations are issued in final form, which is expected to be 2019. It is uncertain what form the final regulations will take and, therefore, the
Registrants cannot predict what impact the final regulations will have on the tax deductibility of interest expense. However, if the proposed regulations were
issued as final in their current form, the Registrants could have a limitation on a portion of their interest expense deduction for tax purposes and such
limitation could be significant. PPL expressed its views on these proposed regulations in a comment letter addressed to the IRS on February 26, 2019.
U.K. Membership in European Union (PPL)
The U.K. formally began the process of leaving the European Union (EU) on March 29, 2017 by triggering Article 50 of the Lisbon Treaty. The U.K. had two
years from that date to negotiate a withdrawal agreement governing its exit from the EU (Brexit). The U.K. and EU also agreed to a transition period lasting
until the end of 2020, during which both parties will negotiate a future trade relationship. The final withdrawal agreement and future trade relationship are
subject to ratification by both the U.K. and EU parliaments.
In November 2018, U.K. Prime Minister Theresa May and the EU decided on a withdrawal agreement covering a broad range of issues. On January 15, 2019,
the U.K. Parliament voted overwhelmingly to reject this withdrawal agreement. On January 29, 2019, the U.K. Parliament voted on a series of non-binding
amendments to influence future Brexit negotiations, directing May to conduct further negotiations with the EU; however, the EU was not prepared to
renegotiate the existing deal. Parliament voted to reject the withdrawal agreement on March 13, 2019 and again on March 29, 2019.
Following a series of Parliamentary indicative votes that failed to produce a clear majority for an alternative to the current withdrawal agreement, on April 10,
2019, the U.K. requested an extension until June 30, 2019. The EU approved a longer than requested extension until October 31, 2019. The U.K. can leave
the EU earlier if a withdrawal agreement is ratified before the new deadline. The U.K. must also participate in the European Parliament elections on May 23,
2019 if the U.K. Parliament has not passed and ratified the withdrawal agreement by May 22, 2019. The U.K. would be forced to withdraw from the EU on
June 1, 2019 if it fails to participate in the European elections.
Significant uncertainty surrounds the status of negotiations and next steps in the Brexit process. If an agreement is not reached and ratified by October 31,
2019, the U.K. may face leaving the EU without an agreed deal. The U.K. may also request a further extension of the Article 50 process, subject to approval
from the EU’s 27 remaining members. The U.K. could also choose to revoke Article 50 and remain a member of the EU.
PPL believes that its greatest risk related to Brexit is the potential decline in the value of the GBP compared to the U.S. dollar. A decline in the value of the
GBP compared to the U.S. dollar will reduce the value of WPD's earnings to PPL.
PPL has executed hedges to mitigate the foreign exchange risk to its U.K. earnings. As of April 29, 2019, PPL's foreign exchange exposure related to
budgeted earnings is 100% hedged for the remainder of 2019 at an average rate of $1.41 per GBP and 55% hedged for 2020 at an average rate of $1.47 per
GBP.
PPL cannot predict the impact, in either the short-term or long-term, on foreign exchange rates or PPL's financial condition that may be experienced as a
result of the actions taken by the U.K. government to withdraw from the EU, although such impacts could be material.
PPL does not expect the financial condition and results of operations of WPD itself to change significantly as a result of Brexit, with or without an approved
plan of withdrawal. The regulatory environment and operation of WPD's businesses are not expected to change. WPD is halfway through RIIO-ED1, the
current price control period, with allowed revenues agreed with Ofgem through March 2023. The impact of a slower economy or recession on WPD would be
mitigated in part because U.K.
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regulation provides that any reduction in the volume of electricity delivered will be recovered in allowed revenues in future periods through the K-factor
adjustment. See "Item 1. Business - Segment Information - U.K. Regulated Segment" in PPL's 2018 Form 10-K for additional information on the current price
control and K-factor adjustment. In addition, an increase in inflation would have a positive effect on revenues and RAV as annual inflation adjustments are
applied to both revenues and RAV (and real returns are earned on inflated RAV). This impact, however, would be partially offset by higher operation and
maintenance and interest expense on index-linked debt. With respect to access to financing, WPD has substantial borrowing capacity under existing credit
facilities and expects to continue to have access to all major financial markets. With respect to access to and cost of equipment and other materials, WPD
management continues to review U.K. government issued advice on preparations for Brexit without an approved plan of withdrawal and has taken actions to
mitigate potential increasing costs and disruption to its critical sources of supply. Additionally, less than 1% of WPD's employees are non-U.K. EU nationals
and no change in their domicile is expected.
Regulatory Requirements
(All Registrants)
The Registrants cannot predict the impact that future regulatory requirements may have on their financial condition or results of operations.
(PPL, LKE, LG&E and KU)
The businesses of LKE, LG&E and KU are subject to extensive federal, state and local environmental laws, rules and regulations, including those pertaining
to CCRs, GHG, and ELGs. See Notes 7, 11 and 16 to the Financial Statements for a discussion of these significant environmental matters. These and other
stringent environmental requirements led PPL, LKE, LG&E and KU to retire approximately 800 MW of coal-fired generating plants in Kentucky, primarily in
2015. Additionally, KU retired two older coal-fired units at the E.W. Brown plant in February 2019 with a combined summer rating capacity of 272 MW.
TCJA Impact on FERC Rates (All Registrants)
In November 2018, the FERC issued a Policy Statement stating that the appropriate ratemaking treatment for changes in accumulated deferred income taxes
as a result of the TCJA will be addressed in a Notice of Proposed Rulemaking. Also in November 2018, the FERC issued the Notice of Proposed Rulemaking
which proposes that public utility transmission providers include mechanisms in their formula rates to deduct excess accumulated deferred income taxes
from, or add deficient accumulated deferred income taxes to, rate base and adjust their income tax allowances by amortized excess or deficient accumulated
deferred income taxes. The Notice of Proposed Rulemaking did not prescribe the mechanism companies should use to adjust their formula rates.
LG&E and KU are currently assessing the Notice of Proposed Rulemaking and are continuing to monitor guidance issued by the FERC. On February 5, 2019,
in connection with a separate element of federal and Kentucky state tax reform effects, LG&E and KU filed a request with the FERC to amend their
transmission formula rates, effective June 1, 2019, to incorporate reductions to corporate income tax rates as a result of the TCJA and HB 487. LG&E and KU
do not anticipate the impact of the TCJA and HB 487 related to their FERC-jurisdictional rates to be significant.
On February 28, 2019, PPL Electric filed with the FERC proposed revisions to its transmission formula rate template pursuant to Section 205 of the Federal
Power Act and Section 35.13 of the Rules and Regulation of the FERC. Specifically, PPL Electric proposed to modify its formula rate to permit the return or
recovery of excess or deficient accumulated deferred income taxes (ADIT) resulting from the TCJA and permit PPL Electric to prospectively account for the
income tax expense associated with the depreciation of the equity component of the AFUDC. On April 29, 2019, the FERC accepted the proposed revisions
to the formula rate template, which will be effective June 1, 2019, as well as the proposed adjustments to accumulated deferred income taxes, effective
January 1, 2018. The changes related to ADIT impacting the transmission formula rate revenues have not been significant since the new rate went into effect
on June 1, 2018.
Pennsylvania Alternative Ratemaking
In June 2018, Governor Tom Wolf signed into law Act 58 of 2018 (codified at 66 Pa. C.S. § 1330) authorizing public utilities to implement alternative rates
and rate mechanisms in base rate proceedings before the PUC. The effective date of Act 58 was August 27, 2018.
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Under the new law, a public utility may file an application to establish alternative rates and rate mechanisms in a base rate proceeding. These alternative rates
and rate mechanisms include, but are not limited to, the following: decoupling mechanisms, performance-based rates, formula rates, multi-year rate plans, or a
combination of those or other mechanisms.
The alternative rate mechanisms may include reconcilable surcharges and rates established under current law, including returns on and return of capital
investments. Act 58 explicitly provides that it does not invalidate or void any rate mechanisms approved by the PUC prior to the legislation's effective date.
Act 58 also specifies customer notice requirements concerning the utility's application for alternative rates or rate mechanisms.
On August 23, 2018, the PUC issued a Tentative Implementation Order seeking comments on its proposed interpretation and implementation of Act 58,
Section 1330 of the Public Utility Code, 66 Pa. C.S. 1330. PPL Electric and various other parties filed comments and reply comments. On April 25, 2019, the
PUC issued an Implementation Order adopting its interpretation and implementation of Act 58 as described therein and establishing the procedures through
which utilities may seek PUC approval of alternative rates and rate mechanisms.
PPL Electric views the passage of Act 58 and the PUC’s Implementation Order to be generally favorable regulatory developments that are expected to expand
the rate-making mechanisms available to Pennsylvania regulated utility companies.
RIIO-ED2 Review (PPL)
In 2018, Ofgem published its decision on the overall RIIO-2 framework, which covers all U.K. gas and electricity transmission and distribution price controls,
following its consultation process earlier in the year. See “Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of
Operations - Overview - Financial and Operational Developments - Regulatory Requirements - RIIO-2 Framework Review,” in PPL's 2018 Form 10-K for
details about the decision document.
Also in 2018, Ofgem published its sector specific methodology consultation related to its RIIO-2 price controls for the gas distribution, gas transmission and
electricity transmission operators. Ofgem has explicitly stated that this current consultation does not apply directly to electricity distribution network
operators, although some decisions may set precedents for the RIIO-ED2 price control. As a result, PPL and WPD continue to be engaged with Ofgem and
responded to this consultation in March 2019, expressing views on key issues such as the cost of capital and incentive schemes that are critical to the
application of the overall RIIO-2 framework. Management projects significant electricity distribution network investment will be required in RIIO-ED2 to
achieve the U.K.’s carbon reduction targets and that Ofgem will need to design a framework that sufficiently incentivizes delivery of those objectives.
The consultation process specifically for the RIIO-ED2 price control is scheduled to begin in the third quarter of 2019, with the RIIO-ED2 price control to
become effective in April 2023. PPL cannot predict the outcome of this process or the long-term impact it or the final RIIO-ED2 regulations will have on its
financial condition or results of operations.
FERC Transmission Rate Filing
(PPL, LKE, LG&E and KU)
In August 2018, LG&E and KU submitted an application to the FERC requesting elimination of certain on-going credits to a sub-set of transmission
customers relating to the 1998 merger of LG&E’s and KU's parent entities and the 2006 withdrawal of LG&E and KU from the Midcontinent Independent
System Operator, Inc. (MISO), a regional transmission operator and energy market. The application seeks termination of LG&E's and KU's commitment to
provide mitigation for certain horizontal market power concerns arising out of the 1998 merger for certain transmission service between MISO and LG&E and
KU. The affected transmission customers are a limited number of municipal entities in Kentucky. The amounts at issue are generally waivers or credits
granted to such customers for either LG&E and KU or MISO transmission charges incurred depending upon the direction of certain transmission service
incurred by the municipalities. Due to the development of robust, accessible energy markets over time, LG&E and KU believe the mitigation commitments
are no longer relevant or appropriate. On March 21, 2019, the FERC issued an Order granting LG&E's and KU's request to remove the on-going credits,
conditioned upon the implementation by LG&E and KU of a transition mechanism for certain existing power supply arrangements, which transition
mechanism will be subject to FERC review and approval. LG&E and KU are currently evaluating the Order. LG&E and KU currently receive recovery of
waivers and credits provided through other rate mechanisms.
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(PPL and PPL Electric)
In April 2019, PPL Electric filed its annual transmission formula rate update with the FERC, reflecting a revised revenue requirement, which includes the
impact of the TCJA. The filing establishes the revenue requirement used to set rates that will take effect in June 2019.
Rate Case Proceedings (PPL, LKE, LG&E and KU)
On September 28, 2018, LG&E and KU filed requests with the KPSC for an increase in annual base electricity rates of approximately $112 million at KU and
increases in annual base electricity and gas rates of approximately $35 million and $25 million at LG&E. LG&E’s and KU’s applications also sought to
include changes associated with the TCJA and state tax reform in the calculation of the proposed base rates and to terminate the TCJA bill credit mechanism
when new base rates go into effect. The elimination of the TCJA bill credit mechanism will result in an estimated annual electricity revenue increase of
approximately $58 million at KU and increases in electricity and gas revenues of approximately $40 million and $12 million at LG&E. The applications are
based on a forecasted test year of May 1, 2019 through April 30, 2020 with a requested return-on-equity of 10.42%.
On March 1, 2019, LG&E and KU, along with substantially all intervening parties to the proceeding, filed stipulation and recommendation agreements
(stipulations) with the KPSC resolving all material issues with the parties. In addition to terminating the TCJA bill credit mechanism, the proposed
stipulations provided for increases in annual revenue requirements associated with base electricity rates of approximately $58 million at KU and increases in
annual base electricity and gas rates of approximately $4 million and $20 million at LG&E, based on a return-on-equity of 9.725%.
On April 30, 2019, the KPSC issued orders ruling on open issues and approving the proposed stipulations filed in March 2019. The orders provide for
increases in annual revenue requirements associated with base electricity rates of $56 million at KU and increases associated with base electricity and gas
rates of $2 million and $19 million at LG&E. With the termination of the TCJA bill credit mechanism, this represents annual revenue increases of $187
million ($114 million at KU and $73 million at LG&E). The new base rates and all elements of the orders became effective on May 1, 2019.
Results of Operations
(PPL)
The "Statement of Income Analysis" discussion below describes significant changes in principal line items on PPL's Statements of Income, comparing the
three months ended March 31, 2019 with the same period in 2018. The "Segment Earnings" and "Adjusted Gross Margins" discussions for PPL provide a
review of results by reportable segment. These discussions include non-GAAP financial measures, including "Earnings from Ongoing Operations" and
"Adjusted Gross Margins," and provide explanations of the non-GAAP financial measures and a reconciliation of those measures to the most comparable
GAAP measure.
Tables analyzing changes in amounts between periods within "Statement of Income Analysis," "Segment Earnings" and "Adjusted Gross Margins" are
presented on a constant GBP to U.S. dollar exchange rate basis, where applicable, in order to isolate the impact of the change in the exchange rate on the item
being explained. Results computed on a constant GBP to U.S. dollar exchange rate basis are calculated by translating current year results at the prior year
weighted-average GBP to U.S. dollar exchange rate.
(PPL Electric, LKE, LG&E and KU)
A "Statement of Income Analysis, Earnings and Adjusted Gross Margins" is presented separately for PPL Electric, LKE, LG&E and KU. The "Statement of
Income Analysis" discussion below describes significant changes in principal line items on the Statements of Income, comparing the three months ended
March 31, 2019 with the same period in 2018. The "Earnings" discussion provides a summary of earnings. The "Adjusted Gross Margins" discussion includes
a reconciliation of non-GAAP financial measures to "Operating Income."
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(All Registrants)
The results for interim periods can be disproportionately influenced by numerous factors and developments and by seasonal variations. As such, the results of
operations for interim periods do not necessarily indicate results or trends for the year or future periods.

PPL: Statement of Income Analysis, Segment Earnings and Adjusted Gross Margins
Statement of Income Analysis
Net income for the periods ended March 31 includes the following results.
Three Months
2019
Operating Revenues

$

2018
2,079

$

$ Change

2,126

$

(47)

Operating Expenses
Operation
Fuel

194

214

Energy purchases

250

241

9

Other operation and maintenance

490

468

22
15

Depreciation

284

269

Taxes, other than income

80

83

Total Operating Expenses

1,298

1,275

Other Income (Expense) - net

(20)

(3)
23

52

(43)

95

Interest Expense

241

239

2

Income Taxes

126

117

$

Net Income

466

$

452

9
$

14

Operating Revenues
The increase (decrease) in operating revenues for the period ended March 31, 2019 compared with 2018 was due to:
Three Months
Domestic:
PPL Electric Distribution price (a)

$

9

PPL Electric Distribution volume

2

PPL Electric PLR (b)

10

PPL Electric Transmission Formula Rate (c)

7

PPL Electric TCJA refund (d)

(24)

LKE Volumes (e)

(30)

LKE Fuel and other energy prices

(10)

LKE ECR

4

LKE TCJA refund (d)

4

Other

13

Total Domestic

(15)

U.K.:
Price

26

Volume

(14)

Foreign currency exchange rates

(40)

Other

(4)

Total U.K.

(32)
$

Total

(47)

(a) Distribution price variance is primarily due to reconcilable cost recovery mechanisms approved by the PUC.
(b) The increase was primarily due to higher energy volumes.
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(c) Transmission Formula Rate revenues include the $16 million unfavorable impact of the TCJA which reduced the new revenue requirement that went into effect June 1, 2018.
(d) Represents the change in estimated income tax savings owed to or already refunded to distribution customers related to the reduced U.S. federal corporate income taxes as a result
of the TCJA. For PPL Electric, the TCJA customer refund for the period January through June 2018 was recorded during the second quarter of 2018 and the negative surcharge
rate for distribution customers went into effect July 1, 2018 based on the PUC Order.
(e) The decrease was primarily due to weather.

Fuel
Fuel decreased $20 million for the three months ended March 31, 2019 compared with 2018, primarily due to an $11 million decrease in volumes driven by
weather and a $9 million decrease in commodity costs.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance for the period ended March 31, 2019 compared with 2018 was due to:
Three Months
Domestic:
Storm costs

$

11

LKE vegetation management

2

LKE gas distribution maintenance and compliance

2

Other

21

Foreign currency exchange rates

(7)

Network maintenance

(1)

Third-party engineering

(2)

U.K.:

Other

(4)
$

Total

22

Depreciation
The increase (decrease) in depreciation for the period ended March 31, 2019 compared with 2018 was due to:
Three Months
Additions to PP&E, net

$

Foreign currency exchange rates

18
(4)

Other

1
$

Total

15

Other Income (Expense) - net
The increase (decrease) in other income (expense) - net for the period ended March 31, 2019 compared with 2018 was due to:
Three Months
Economic foreign currency exchange contracts (Note 15)

$

Defined benefit plans - non-service credits (Note 10)

79
12

Other

4
$

Total

95
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Interest Expense
The increase (decrease) in interest expense for the period ended March 31, 2019 compared with 2018 was due to:
Three Months
Long-term debt interest expense

$

4

Foreign currency exchange rates

(6)

Other

4
$

Total

2

Income Taxes
The increase (decrease) in income taxes for the period ended March 31, 2019 compared with 2018 was due to:
Three Months
Change in pre-tax income

$

2

Federal and state tax reserve adjustments

3

Other

4
$

Total

9

Segment Earnings
PPL's net income by reportable segments for the periods ended March 31 were as follows:
Three Months
2019
U.K. Regulated

$

2018
264

$

$ Change
197

$

67

Kentucky Regulated

117

133

(16)

Pennsylvania Regulated

121

148

(27)

Corporate and Other (a)

(36)

(26)

$

Net Income
(a)

466

$

452

(10)
$

14

Primarily represents financing and certain other costs incurred at the corporate level that have not been allocated or assigned to the segments, which are presented to reconcile
segment information to PPL's consolidated results. The decrease in 2019 compared with 2018 was primarily due to higher income taxes and operation and maintenance expense.

Earnings from Ongoing Operations
Management utilizes "Earnings from Ongoing Operations" as a non-GAAP financial measure that should not be considered as an alternative to net income, an
indicator of operating performance determined in accordance with GAAP. PPL believes that Earnings from Ongoing Operations is useful and meaningful to
investors because it provides management's view of PPL's earnings performance as another criterion in making investment decisions. In addition, PPL's
management uses Earnings from Ongoing Operations in measuring achievement of certain corporate performance goals, including targets for certain
executive incentive compensation. Other companies may use different measures to present financial performance.
Earnings from Ongoing Operations is adjusted for the impact of special items. Special items are presented in the financial tables on an after-tax basis with the
related income taxes on special items separately disclosed. Income taxes on special items, when applicable, are calculated based on the effective tax rate of
the entity where the activity is recorded. Special items may include items such as:
• Unrealized gains or losses on foreign currency economic hedges (as discussed below).
• Gains and losses on sales of assets not in the ordinary course of business.
• Impairment charges.
• Significant workforce reduction and other restructuring effects.
• Acquisition and divestiture-related adjustments.
• Other charges or credits that are, in management's view, non-recurring or otherwise not reflective of the company's ongoing operations.
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Unrealized gains or losses on foreign currency economic hedges include the changes in fair value of foreign currency contracts used to hedge GBPdenominated anticipated earnings. The changes in fair value of these contracts are recognized immediately within GAAP earnings. Management believes that
excluding these amounts from Earnings from Ongoing Operations until settlement of the contracts provides a better matching of the financial impacts of
those contracts with the economic value of PPL's underlying hedged earnings. See Note 15 to the Financial Statements and "Risk Management" below for
additional information on foreign currency economic activity.
PPL's Earnings from Ongoing Operations by reportable segment for the periods ended March 31 were as follows:
Three Months
2019
U.K. Regulated

$

2018
304

$

$ Change
262

$

42

Kentucky Regulated

117

133

(16)

Pennsylvania Regulated

121

148

(27)

Corporate and Other

(34)

(26)

$

Earnings from Ongoing Operations

508

$

517

(8)
$

(9)

See "Reconciliation of Earnings from Ongoing Operations" below for a reconciliation of this non-GAAP financial measure to Net Income.
U.K. Regulated Segment
The U.K. Regulated segment consists of PPL Global, which primarily includes WPD's regulated electricity distribution operations, the results of hedging the
translation of WPD's earnings from GBP into U.S. dollars, and certain costs, such as U.S. income taxes, administrative costs and certain acquisition-related
financing costs. The U.K. Regulated segment represents 57% of PPL's Net Income for the three months ended March 31, 2019 and 40% of PPL's assets at
March 31, 2019.
Net Income and Earnings from Ongoing Operations for the periods ended March 31 include the following results.
Three Months
2019
Operating revenues

$

Other operation and maintenance

2018
583

$

$ Change
615

$

(32)

118

132

(14)

Depreciation

62

62

—

Taxes, other than income

32

34

(2)

212

228

(16)

Total operating expenses
Other Income (Expense) - net

45

(47)

92

Interest Expense

99

107

(8)

Income Taxes

53

36

17

Net Income

264

197

67

Less: Special Items

(40)

(65)

$

Earnings from Ongoing Operations

304

$

262

25
$

42

The following after-tax gains (losses), which management considers special items, impacted the U.K. Regulated segment's results and are excluded from
Earnings from Ongoing Operations during the periods ended March 31.
Three Months
Income Statement Line Item
Foreign currency economic hedges, net of tax of $11, $17 (a)

Other Income (Expense) - net

Total Special Items
(a)

2019

2018

$

(40)

$

(65)

$

(40)

$

(65)

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

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

$

10

Other operation and maintenance

5

Depreciation

(5)

Other Income (Expense) - net

19

Interest expense

2

Income taxes

(5)

U.S.
Interest expense and other

(2)

Income taxes

1

Foreign currency exchange, after-tax

17

Earnings from Ongoing Operations

42

Special items, after-tax

25
$

Net Income

67

U.K.
•

See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of U.K. Adjusted Gross Margins.

•

Higher other income (expense) - net primarily from higher pension income.

Kentucky Regulated Segment
The Kentucky Regulated segment consists primarily of LKE's regulated electricity generation, transmission and distribution operations of LG&E and KU, as
well as LG&E's regulated distribution and sale of natural gas. In addition, certain acquisition-related financing costs are allocated to the Kentucky Regulated
segment. The Kentucky Regulated segment represents 25% of PPL's Net Income for the three months ended March 31, 2019 and 34% of PPL's assets at
March 31, 2019.
Net Income and Earnings from Ongoing Operations for the periods ended March 31 include the following results.
Three Months
2019
Operating revenues

$

Fuel

2018
845

$

194

Energy purchases

$ Change
872

$

(27)

214

(20)

79

80

(1)

Other operation and maintenance

214

205

9

Depreciation

123

117

6

18

17

1

628

633

(5)

Taxes, other than income
Total operating expenses
Other Income (Expense) - net

—

(3)

Interest Expense

70

67

3

Income Taxes

30

36

(6)

117

133

(16)

—

—

Net Income
Less: Special Items (a)
$

Earnings from Ongoing Operations
(a)

117

$

133

3

—
$

(16)

There are no items that management considers special for the periods presented.

The changes in the components of the Kentucky Regulated segment's results between these periods are due to the factors set forth below, which reflect
amounts classified as Kentucky Adjusted Gross Margins on a separate line and not in their respective Statement of Income line items.
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Three Months
Kentucky Adjusted Gross Margins

$

Other operation and maintenance

(5)
(12)

Depreciation

(4)

Taxes, other than income

(1)

Other Income (Expense) - net

3

Interest Expense

(3)

Income Taxes

6
$

Net Income

(16)

•

See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of Kentucky Adjusted Gross Margins.

•

Higher other operation and maintenance expense primarily from increases in various costs that were not individually significant in comparison to the
prior year.

Pennsylvania Regulated Segment
The Pennsylvania Regulated segment includes the regulated electricity transmission and distribution operations of PPL Electric. In addition, certain costs are
allocated to the Pennsylvania Regulated segment. The Pennsylvania Regulated segment represents 26% of PPL's Net Income for the three months ended
March 31, 2019 and 25% of PPL's assets at March 31, 2019.
Net Income and Earnings from Ongoing Operations for the period ended March 31 include the following results.
Three Months
2019
Operating revenues

$

2018
645

$

$ Change
639

$

6

Energy purchases

171

161

10

Other operation and maintenance

150

133

17

Depreciation

95

85

10

Taxes, other than income

31

32

(1)

447

411

36
1

Total operating expenses
Other Income (Expense) - net

7

6

Interest Expense

42

37

5

Income Taxes

42

49

(7)

121

148

(27)

—

—

Net Income
Less: Special Items (a)
$

Earnings from Ongoing Operations
(a)

121

$

148

—
$

(27)

There are no items that management considers special for the periods presented.

The changes in the components of the Pennsylvania Regulated segment's results between these periods are due to the factors set forth below, which reflect
amounts classified as Pennsylvania Adjusted Gross Margins on a separate line and not in their respective Statement of Income line items.
Three Months
Pennsylvania Adjusted Gross Margins

$

Other operation and maintenance

(11)
(12)

Depreciation

(8)

Taxes, other than income

1

Other Income (Expense) - net

1

Interest Expense

(5)

Income Taxes

7
$

Net Income

(27)
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•

See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of Pennsylvania Adjusted Gross Margins.

•

Higher other operation and maintenance expense primarily from increases in various costs that were not individually significant in comparison to the
prior year.

•

Higher depreciation expense primarily due to additional assets placed into service, related to the ongoing efforts to ensure the reliability of the delivery
system and the replacement of aging infrastructure, net of retirements.

Reconciliation of Earnings from Ongoing Operations
The following tables contain after-tax gains (losses), in total, which management considers special items, that are excluded from Earnings from Ongoing
Operations and a reconciliation to PPL's "Net Income" for the periods ended March 31.
2019 Three Months
U.K.
Regulated
Net Income

$

264

KY
Regulated
$

117

PA
Regulated
$

121

Corporate
and Other
$

(36)

Total
$

466

Less: Special Items (expense) benefit:

Foreign currency economic hedges, net of tax of $11
Talen litigation costs, net of tax of $0 (a)
Total Special Items
Earnings from Ongoing Operations

$

(40)

—

—

—

—

—

—

(2)

(2)

(40)

—

—

(2)

(42)

304

$

117

$

121

$

(34)

(40)

$

508

2018 Three Months
U.K.
Regulated
Net Income

$

197

KY
Regulated
$

133

PA
Regulated
$

148

Corporate
and Other
$

(26)

Total
$

452

Less: Special Items (expense) benefit:

Foreign currency economic hedges, net of tax of $17

(65)

—

—

—

Total Special Items

(65)

—

—

—

Earnings from Ongoing Operations
(a)

$

262

$

133

$

148

$

(26)

(65)
(65)
$

517

During the first quarter of 2019, PPL incurred legal expenses related to litigation with its former affiliate, Talen Montana, and related cases. See Note 11 to the Financial
Statements for additional information.

Adjusted Gross Margins
Management also utilizes the following non-GAAP financial measures as indicators of performance for its businesses:
•

"U.K. Adjusted Gross Margins" is a single financial performance measure of the electricity distribution operations of the U.K. Regulated segment. In
calculating this measure, direct costs such as connection charges from National Grid, which owns and manages the electricity transmission network in
England and Wales, and Ofgem license fees (recorded in "Other operation and maintenance" on the Statements of Income) are deducted from operating
revenues, as they are costs passed through to customers. As a result, this measure represents the net revenues from the delivery of electricity across WPD's
distribution network in the U.K. and directly related activities.

•

"Kentucky Adjusted Gross Margins" is a single financial performance measure of the electricity generation, transmission and distribution operations of
the Kentucky Regulated segment, LKE, LG&E and KU, as well as the Kentucky Regulated segment's, LKE's and LG&E's distribution and sale of natural
gas. In calculating this measure, fuel, energy purchases and certain variable costs of production (recorded in "Other operation and maintenance" on the
Statements of Income) are deducted from operating revenues. In addition, certain other expenses, recorded in "Other operation and maintenance",
"Depreciation" and "Taxes, other than income" on the Statements of Income, associated with approved cost recovery mechanisms are offset against the
recovery of those expenses, which are included in revenues. These mechanisms allow for direct recovery of these expenses and, in some cases, returns on
capital investments and performance incentives. As a result, this measure represents the net revenues from electricity and gas operations.
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•

"Pennsylvania Adjusted Gross Margins" is a single financial performance measure of the electricity transmission and distribution operations of the
Pennsylvania Regulated segment and PPL Electric. In calculating this measure, utility revenues and expenses associated with approved recovery
mechanisms, including energy provided as a PLR, are offset with minimal impact on earnings. Costs associated with these mechanisms are recorded in
"Energy purchases," "Other operation and maintenance," (which are primarily Act 129, Storm Damage and Universal Service program costs),
"Depreciation" (which is primarily related to the Act 129 Smart Meter program) and "Taxes, other than income," (which is primarily gross receipts tax) on
the Statements of Income. This measure represents the net revenues from the Pennsylvania Regulated segment's and PPL Electric's electricity delivery
operations.

These measures are not intended to replace "Operating Income," which is determined in accordance with GAAP, as an indicator of overall operating
performance. Other companies may use different measures to analyze and report their results of operations. Management believes these measures provide
additional useful criteria to make investment decisions. These performance measures are used, in conjunction with other information, by senior management
and PPL's Board of Directors to manage operations and analyze actual results compared with budget.
Changes in Adjusted Gross Margins
The following table shows Adjusted Gross Margins by PPL's reportable segment and by component, as applicable, for the periods ended March 31 as well as
the change between periods. The factors that gave rise to the changes are described following the table.
Three Months
2019

2018

$ Change

U.K. Regulated
$

U.K. Adjusted Gross Margins

546

$

572

$

Impact of changes in foreign currency exchange rates

(26)
(36)

U.K. Adjusted Gross Margins excluding impact of foreign currency exchange rates

$

10

$

(3)

Kentucky Regulated
Kentucky Adjusted Gross Margins
LG&E

$

KU

238

$

292

Total Kentucky Adjusted Gross Margins

241
294

(2)

$

530

$

535

$

(5)

$

260

$

278

$

(18)

$

(11)

Pennsylvania Regulated
Pennsylvania Adjusted Gross Margins
Distribution
Transmission

143
$

Total Pennsylvania Adjusted Gross Margins

403

136
$

414

7

U.K. Adjusted Gross Margins
U.K. Adjusted Gross Margins, excluding the impact of changes in foreign currency exchange rates, increased primarily due to $26 million from the April 1,
2018 price increase, partially offset by $14 million of lower volumes.
Kentucky Adjusted Gross Margins
Kentucky Adjusted Gross Margins decreased primarily due to $10 million of decreased sales volumes due to weather ($4 million at LG&E and $6 million at
KU), partially offset by returns on additional environmental capital investments of $5 million ($3 million at LG&E and $2 million at KU).
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Pennsylvania Adjusted Gross Margins
Distribution
Distribution Adjusted Gross Margins decreased primarily due to a $23 million negative surcharge which was effective as of July 1, 2018, related to the
reduced U.S. federal corporate income taxes as a result of the TCJA. This decrease was partially offset by $6 million of higher electricity sales volumes.
Transmission
Transmission Adjusted Gross Margins increased primarily due to an increase of $26 million from returns on additional transmission capital investments
focused on replacing aging infrastructure and improving reliability, partially offset by $16 million from the impact of the reduced U.S. federal corporate
income taxes as a result of the TCJA.
Reconciliation of Adjusted Gross Margins
The following tables contain the components from the Statement of Income that are included in the non-GAAP financial measures and a reconciliation to
PPL's "Operating Income" for the periods ended March 31.
2019 Three Months
U.K.
Adjusted Gross
Margins
Operating Revenues

$

Kentucky
Adjusted Gross
Margins

574 (c)

$

845

Pennsylvania
Adjusted Gross
Margins
$

Operating
Income (b)

Other (a)

645

$

15

$

2,079

Operating Expenses
Fuel

—

194

—

—

194

Energy purchases

—

79

171

—

250

Other operation and maintenance

28

22

31

409

490

Depreciation

—

19

10

255

284

Taxes, other than income

—

1

30

49

80

28

315

242

713

1,298

Total Operating Expenses
$

Total

546

$

530

$

403

$

(698)

$

781

2018 Three Months
U.K.
Adjusted Gross
Margins
Operating Revenues

$

Kentucky
Adjusted Gross
Margins

604 (c)

$

872

Pennsylvania
Adjusted Gross
Margins
$

Operating
Income (b)

Other (a)

639

$

11

$

2,126

Operating Expenses
Fuel

—

214

—

—

214

Energy purchases

—

80

161

—

241

Other operation and maintenance

32

25

26

385

468

Depreciation

—

17

8

244

269

Taxes, other than income

—

1

30

52

83

32

337

225

681

1,275

Total Operating Expenses
Total

$

572

$

535

$

414

$

(670)

$

851

(a) Represents amounts excluded from Adjusted Gross Margins.
(b) As reported on the Statements of Income.
(c) Excludes ancillary revenues of $9 million and $11 million for the three months ended March 31, 2019 and 2018.
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PPL Electric: Statement of Income Analysis, Earnings and Adjusted Gross Margins
Statement of Income Analysis
Net income for the periods ended March 31 includes the following results.
Three Months
2019
Operating Revenues

$

2018
645

$

$ Change
639

$

6

Operating Expenses
Operation
Energy purchases

171

161

10

Other operation and maintenance

150

133

17

Depreciation

95

85

10

Taxes, other than income

31

32

(1)

Total Operating Expenses

447

411

36

Other Income (Expense) - net

5

6

(1)

Interest Income from Affiliate

2

—

2

Interest Expense

42

37

5

Income Taxes

42

49

(7)

$

Net Income

121

$

148

$

(27)

Operating Revenues
The increase (decrease) in operating revenues for the period ended March 31, 2019 compared with 2018 was due to:
Three Months
Distribution price (a)

$

9

Distribution volume

2

PLR (b)

10

Transmission Formula Rate (c)

7

TCJA refund (d)

(24)

Other

2
$

Total
(a)
(b)
(c)
(d)

6

Distribution price variance is primarily due to reconcilable cost recovery mechanisms approved by the PUC.
The increase was primarily due to higher energy volumes.
Transmission Formula Rate revenues include the $16 million unfavorable impact of the TCJA which reduced the new revenue requirement that went into effect June 1, 2018.
The estimated income tax savings owed to or already returned to distribution customers related to the reduced U.S. federal corporate income taxes as a result of the TCJA. The
TCJA customer refund for the period January through June 2018 was recorded during the second quarter of 2018 and the negative surcharge rate for distribution customers went
into effect July 1, 2018 based on the PUC Order.

Energy Purchases
Energy purchases increased $10 million for the three months ended March 31, 2019 compared with 2018, primarily due to higher PLR volumes of $15
million, partially offset by lower transmission enhancement expenses of $6 million.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance for the period ended March 31, 2019 compared with 2018 was due to:
Three Months
Corporate service costs

$

2

Storm costs

9

Other

6
$

Total

17
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Depreciation
Depreciation increased $10 million for the three months ended March 31, 2019 compared with 2018, primarily due to additional assets placed into service,
related to the ongoing efforts to ensure the reliability of the delivery system and the replacement of aging infrastructure as well as the roll-out of the Act 129
Smart Meter program, net of retirements.
Interest Expense
Interest expense increased $5 million for the three months ended March 31, 2019 compared with 2018, primarily due to the June 2018 issuance of $400
million of 4.15% First Mortgage Bonds due 2048.
Income Taxes
The increase (decrease) in income taxes for the period ended March 31, 2019 compared with 2018 was due to:
Three Months
Change in pre-tax income

$

(9)

$

(7)

Other

2

Total

Earnings
Three Months Ended
March 31,
2019
Net Income

$

Special Item, gain (loss), after-tax (a)
(a)

2018
121

$

148

—

—

There are no items that management considers special for the periods presented.

Earnings decreased for the three month period in 2019 compared with 2018, driven primarily by the impact of reduced revenues due to the refund of the
income tax benefit in rates due to U.S. tax reform, higher operation and maintenance expense and higher depreciation expense, partially offset by returns on
additional capital investments in transmission.
The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts classified as Pennsylvania Adjusted
Gross Margins on a separate line and not in their respective Statement of Income line items.
Three Months
Pennsylvania Adjusted Gross Margins

$

Other operation and maintenance

(11)
(12)

Depreciation

(8)

Taxes, other than income

1

Other Income (Expense) - net

1

Interest Expense

(5)

Income Taxes

7
$

Net Income

(27)

Adjusted Gross Margins
"Adjusted Gross Margins" is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its business. See
PPL's "Results of Operations - Adjusted Gross Margins" for information on why management believes this measure is useful and for explanations of the
underlying drivers of the changes between periods. Within PPL's discussion, PPL Electric's Adjusted Gross Margins are referred to as "Pennsylvania Adjusted
Gross Margins."
The following tables contain the components from the Statements of Income that are included in this non-GAAP financial measure and a reconciliation to
"Operating Income" for the periods ended March 31.
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2019 Three Months
Adjusted Gross
Margins
Operating Revenues

$

645

2018 Three Months
Operating
Income (b)

Other (a)
$

—

$

Adjusted Gross
Margins

645

$

Operating
Income (b)

Other (a)

639

$

—

$

639

Operating Expenses
Energy purchases

171

—

171

161

—

161

Other operation and maintenance

31

119

150

26

107

133

Depreciation

10

85

95

8

77

85

Taxes, other than income

30

1

31

30

2

32

242

205

447

225

186

411

Total Operating Expenses
$

Total

403

$

(205)

$

198

$

414

$

(186)

$

228

(a) Represents amounts excluded from Adjusted Gross Margins.
(b) As reported on the Statements of Income.

LKE: Statement of Income Analysis, Earnings and Adjusted Gross Margins
Statement of Income Analysis
Net income for the periods ended March 31 includes the following results.
Three Months
2019
Operating Revenues

$

2018
845

$

$ Change
872

$

(27)

Operating Expenses
Operation
Fuel

194

214

(20)

79

80

(1)

214

205

9

123

117

6

Taxes, other than income

18

17

1

Total Operating Expenses

628

633

(5)

Energy purchases
Other operation and maintenance
Depreciation

Other Income (Expense) - net

—

(3)

3

Interest Expense

54

50

4

7

5

2

32

39

(7)

Interest Expense with Affiliate
Income Taxes
$

Net Income

124

$

142

$

(18)

Operating Revenues
The increase (decrease) in operating revenues for the period ended March 31, 2019 compared with 2018 was due to:
Three Months
Volumes (a)

$

Fuel and other energy prices

(30)
(10)

ECR

4

TCJA refund (b)

4

Other

5
$

Total

(27)

(a) The decrease was primarily due to weather.
(b) Represents the change in estimated income tax savings owed to customers related to the reduced U.S. federal corporate income taxes as a result of the TCJA.
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Fuel
Fuel decreased $20 million for the three months ended March 31, 2019 compared with 2018, primarily due to an $11 million decrease in volumes driven by
weather and a $9 million decrease in commodity costs.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance for the period ended March 31, 2019 compared with 2018 was due to:
Three Months
Storm costs

$

2

Vegetation management

2

Gas distribution maintenance and compliance

2

Other

3
$

Total

9

Income Taxes
Income taxes decreased $7 million for the three months ended March 31, 2019 compared with 2018 primarily due to lower pre-tax income.
Earnings
Three Months Ended
March 31,
2019
Net Income

$

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

2018
124

$

142

—

—

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

Earnings decreased for the three month period in 2019 compared with 2018, primarily due to lower sales volumes driven by weather, higher other operation
and maintenance expense and higher depreciation expense.
The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts classified as Adjusted Gross Margins
on a separate line and not in their respective Statement of Income line items.
Three Months
Adjusted Gross Margins

$

Other operation and maintenance

(5)
(12)

Depreciation

(4)

Taxes, other than income

(1)

Other Income (Expense) - net

3

Interest Expense

(6)

Income Taxes

7
$

Net Income

(18)

Adjusted Gross Margins
"Adjusted Gross Margins" is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its business. See
PPL's "Results of Operations - Adjusted Gross Margins" for an explanation of why management believes this measure is useful and the factors underlying
changes between periods. Within PPL's discussion, LKE's Adjusted Gross Margins are referred to as "Kentucky Adjusted Gross Margins."
The following tables contain the components from the Statements of Income that are included in this non-GAAP financial measure and a reconciliation to
"Operating Income" for the periods ended March 31.
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2019 Three Months
Adjusted Gross
Margins
Operating Revenues

$

845

2018 Three Months
Operating
Income (b)

Other (a)
$

—

$

Adjusted Gross
Margins

845

$

Operating
Income (b)

Other (a)

872

$

—

$

872

Operating Expenses
Fuel

194

—

194

214

—

Energy purchases

79

—

79

80

—

80

Other operation and maintenance

22

192

214

25

180

205

Depreciation

19

104

123

17

100

117

1

17

18

1

16

17

315

313

628

337

296

633

Taxes, other than income
Total Operating Expenses
$

Total

530

$

(313)

$

217

$

535

$

214

(296)

$

239

(a) Represents amounts excluded from Adjusted Gross Margins.
(b) As reported on the Statements of Income.

LG&E: Statement of Income Analysis, Earnings and Adjusted Gross Margins
Statement of Income Analysis
Net income for the periods ended March 31 includes the following results.
Three Months
2019

2018

$ Change

Operating Revenues
Retail and wholesale

$

397

Electric revenue from affiliate

$

407

$

(10)

13

12

1

410

419

(9)

78

79

(1)

74

76

(2)

2

6

(4)

94

89

5

51

48

3

Taxes, other than income

9

9

—

307

1

Total Operating Revenues
Operating Expenses
Operation
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation
Total Operating Expenses

308

Other Income (Expense) - net

—

(1)

Interest Expense

21

18

3

Income Taxes

17

21

(4)

$

Net Income

64

$

72

1

$

(8)

Operating Revenues
The increase (decrease) in operating revenues for the period ended March 31, 2019 compared with 2018 was due to:
Three Months
Volumes (a)

$

Fuel and other energy prices

(15)
(1)

ECR

2

TCJA refund (b)

1

Other

4
$

Total
(a)

(9)

The decrease was primarily due to weather.
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(b) Represents the change in estimated income tax savings owed to customers related to the reduced U.S. federal corporate income taxes as a result of the TCJA.

Energy Purchases from Affiliate
Energy purchases from affiliate decreased $4 million for the three months ended March 31, 2019 compared with 2018, primarily due to the timing of
generation maintenance outages.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance for the period ended March 31, 2019 compared with 2018 was due to:
Three Months
Gas distribution maintenance and compliance

$

2

Storm costs

1

Vegetation management

1

Other

1
$

Total

5

Depreciation
Depreciation increased $3 million for the three months ended March 31, 2019 compared with 2018, due to additional assets placed into service, net of
retirements.
Interest Expense
Interest expense increased $3 million for the three months ended March 31, 2019 compared with 2018, primarily due to increased commercial paper
borrowings and higher interest rates.
Income Taxes
Income taxes decreased $4 million for the three months ended March 31, 2019 compared with 2018 primarily due to lower pre-tax income.
Earnings
Three Months Ended
March 31,
2019
Net Income

$

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

2018
64
—

$

72
—

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

Earnings decreased for the three month period in 2019 compared with 2018, primarily due to lower sales volumes driven by weather, higher other operation
and maintenance expense, higher depreciation expense and higher interest expense.
The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts classified as Adjusted Gross Margins
on a separate line and not in their respective Statement of Income line items.
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Three Months
Adjusted Gross Margins

$

(3)

Other operation and maintenance

(5)

Depreciation

(3)

Taxes, other than income

1

Other Income (Expense) - net

1

Interest Expense

(3)

Income Taxes

4
$

Net Income

(8)

Adjusted Gross Margins
"Adjusted Gross Margins" is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its business. See
PPL's "Results of Operations - Adjusted Gross Margins" for an explanation of why management believes this measure is useful and the factors underlying
changes between periods. Within PPL's discussion, LG&E's Adjusted Gross Margins are included in "Kentucky Adjusted Gross Margins."
The following tables contain the components from the Statements of Income that are included in this non-GAAP financial measure and a reconciliation to
"Operating Income" for the periods ended March 31.
2019 Three Months
Adjusted Gross
Margins
Operating Revenues

$

410

Other (a)
$

2018 Three Months
Operating Income
(b)

—

$

410

Adjusted Gross
Margins
$

419

Operating Income
(b)

Other (a)
$

—

$

419

Operating Expenses
Fuel

78

—

78

79

—

79

Energy purchases, including affiliate

76

—

76

82

—

82

Other operation and maintenance

9

85

94

9

80

89

Depreciation

8

43

51

8

40

48

Taxes, other than income

1

8

9

—

9

9

172

136

308

178

129

307

Total Operating Expenses
Total

$

238

$

(136)

$

102

$

241

$

(129)

$

112

(a) Represents amounts excluded from Adjusted Gross Margins.
(b) As reported on the Statements of Income.
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KU: Statement of Income Analysis, Earnings and Adjusted Gross Margins
Statement of Income Analysis
Net income for the periods ended March 31 includes the following results.
Three Months
2019

2018

$ Change

Operating Revenues
Retail and wholesale

$

448

Electric revenue from affiliate

$

465

$

(17)

2

6

(4)

450

471

(21)

116

135

(19)

5

4

1

13

12

1

108

105

3

72

68

4

Taxes, other than income

9

8

Total Operating Expenses

323

332

Total Operating Revenues
Operating Expenses
Operation
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation

Other Income (Expense) - net

1
(9)

2

(3)

Interest Expense

26

25

1

Income Taxes

22

24

(2)

$

Net Income

81

$

87

5

$

(6)

Operating Revenues
The increase (decrease) in operating revenues for the period ended March 31, 2019 compared with 2018 was due to:
Three Months
Volumes (a)

$

Fuel and other energy prices

(16)
(10)

TCJA refund (b)

3

ECR

2
$

Total

(21)

(a) The decrease was primarily due to weather.
(b) Represents the change in estimated income tax savings owed to customers related to the reduced U.S. federal corporate income taxes as a result of the TCJA.

Fuel
Fuel decreased $19 million for the three months ended March 31, 2019 compared with 2018, primarily due to an $11 million decrease in volumes driven by
weather and a $9 million decrease in commodity costs.
Depreciation
Depreciation increased $4 million for the three months ended March 31, 2019 compared with 2018, primarily due to additional assets placed into service, net
of retirements.
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Earnings
Three Months Ended
March 31,
2019
Net Income

2018

$

81

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

$

87

—

—

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

Earnings decreased for the three month period in 2019 compared with 2018, primarily due to lower sales volumes driven by weather and higher other
operation and maintenance expense.
The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts classified as Adjusted Gross Margins
on a separate line and not in their respective Statement of Income line items.
Three Months
Adjusted Gross Margins

$

(2)

Other operation and maintenance

(6)

Depreciation

(2)

Taxes, other than income

(2)

Other Income (Expense) - net

5

Interest Expense

(1)

Income Taxes

2
$

Net Income

(6)

Adjusted Gross Margins
"Adjusted Gross Margins" is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its business. See
PPL's "Results of Operations - Adjusted Gross Margins" for an explanation of why management believes this measure is useful and the factors underlying
changes between periods. Within PPL's discussion, KU's Adjusted Gross Margins are included in "Kentucky Adjusted Gross Margins."
The following tables contain the components from the Statements of Income that are included in this non-GAAP financial measure and a reconciliation to
"Operating Income" for the periods ended March 31.
2019 Three Months
Adjusted Gross
Margins
Operating Revenues

$

450

2018 Three Months
Operating
Income (b)

Other (a)
$

—

$

Adjusted Gross
Margins

450

$

471

Operating
Income (b)

Other (a)
$

—

$

471

Operating Expenses
Fuel

116

—

116

135

—

135

Energy purchases, including affiliate

18

—

18

16

—

16

Other operation and maintenance

13

95

108

16

89

105

Depreciation

11

61

72

9

59

68

Taxes, other than income

—

9

9

1

7

8

158

165

323

177

155

332

Total Operating Expenses
Total

$

292

$

(165)

$

127

$

294

$

(155)

$

139

(a) Represents amounts excluded from Adjusted Gross Margins.
(b) As reported on the Statements of Income.
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Financial Condition
The remainder of this Item 2 in this Form 10-Q is presented on a combined basis, providing information, as applicable, for all Registrants.
Liquidity and Capital Resources
(All Registrants)
The Registrants had the following at:
PPL (a)

PPL Electric

LKE

LG&E

KU

March 31, 2019
Cash and cash equivalents

$

Short-term debt

518

$

23

$

22

$

9

$

13

1,428

60

69

69

—

202

—

202

106

96

—

187

—

—

Long-term debt due within one year
Notes payable with affiliates

December 31, 2018
Cash and cash equivalents

$

Short-term debt

621

$

$

24

$

10

$

14

—

514

279

235

530

—

530

434

96

—

113

—

—

Long-term debt due within one year
Notes payable with affiliates
(a)

267

1,430

At March 31, 2019, $137 million of cash and cash equivalents were denominated in GBP. If these amounts would be remitted as dividends, PPL would not anticipate an
incremental U.S. tax cost. See Note 6 to the Financial Statements in PPL's 2018 Form 10-K for additional information on undistributed earnings of WPD.

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

PPL Electric

LKE

LG&E

KU

2019
Operating activities

$

474

$

81

Investing activities

(722)

(264)

Financing activities

142

(61)

$

270

$

(278)
6

157

$

174

(117)

(161)

(41)

(14)

2018
Operating activities

$

566

$

76

$

278

Investing activities

(753)

(246)

(294)

Financing activities

331

141

13

$

146

$

(150)

185
(143)

3

(46)

Change - Cash Provided (Used)
Operating activities

$

(92)

$

5

$

(8)

$

11

$

(11)

Investing activities

31

(18)

16

33

(18)

Financing activities

(189)

(202)

(7)

(44)

32

Operating Activities
The components of the change in cash provided by (used in) operating activities for the three months ended March 31, 2019 compared with 2018 were as
follows.
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PPL

PPL Electric

LKE

LG&E

KU

Change - Cash Provided (Used)
Net income

$

Non-cash components

14

$

(3)

Working capital

(27)

$

(18)

$

(8)

$

(6)

5

38

11

19
(57)

(138)

(5)

(102)

(51)

Defined benefit plan funding

23

7

87

55

47

Other operating activities

12

25

(13)

4

(14)

$

Total

(92)

$

5

$

(8)

$

11

$

(11)

(PPL)
PPL's cash provided by operating activities in 2019 decreased $92 million compared with 2018.
• Net income increased $14 million between periods and included a decrease in non-cash charges of $3 million. The decrease in non-cash charges was
primarily due to a decrease in unrealized losses on hedging activities and an increase in the U.K. net periodic defined benefit credits (primarily due
to lower levels of unrecognized losses being amortized and an increase in expected returns on higher asset balances) partially offset by an increase in
deferred income taxes (primarily due to book versus tax plant timing differences) and an increase in depreciation expense (primarily due to
additional assets placed into service, related to the ongoing efforts to ensure the reliability of the delivery system and the replacement of aging
infrastructure, net of retirements).
•

The $138 million decrease in cash from changes in working capital was primarily due to an increase in net regulatory assets and liabilities (due to a
decrease primarily due to the impact of the TCJA and timing of rate recovery mechanisms), a decrease in accounts payable (primarily due to timing
of payments) and an increase in prepayments (primarily due to timing of payments) partially offset by an increase in other current liabilities
(primarily due to timing of payments).

•

Defined benefit plan funding was $23 million lower in 2019.

(PPL Electric)
PPL Electric's cash provided by operating activities in 2019 increased $5 million compared with 2018.
• Net income decreased $27 million between the periods and included an increase in non-cash components of $5 million. The increase in non-cash
components was primarily due to a $10 million increase in depreciation expense (primarily due to additional assets placed into service, related to
the ongoing efforts to ensure reliability of the delivery system and the replacement of aging infrastructure as well as the roll-out of the Act 129 Smart
Meter program) partially offset by a $5 million decrease in deferred income taxes (due to book versus tax plant timing differences and Federal net
operating losses).
•

The $5 million decrease in cash from changes in working capital was primarily due to an increase in prepayments (primarily due to an increase in the
2019 gross receipts tax prepayment compared to 2018) and an increase in net regulatory assets and liabilities (due to timing of rate recovery
mechanisms), partially offset by an increase in accounts payable (due to timing and settlement of payroll transactions and federal income tax
payments).

•

Defined benefit plan funding was $7 million lower in 2019.

•

The $25 million increase in cash provided by other operating activities was primarily due to a decrease in non-current regulatory assets (primarily
due to $17 million of storm costs incurred in March 2018, with no comparable storm costs in 2019).

(LKE)
LKE's cash provided by operating activities in 2019 decreased $8 million compared with 2018.
• Net income decreased $18 million between the periods and included an increase in non-cash charges of $38 million. The increase in non-cash
charges was primarily driven by an increase in deferred income tax expense (primarily due to book versus tax plant timing differences).
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•

The decrease in cash from changes in working capital was primarily driven by an increase in net regulatory assets and liabilities (primarily due to the
impact of the TCJA and timing of rate recovery mechanisms), a decrease in accounts payable (primarily due to timing of payments), a decrease in
taxes payable (primarily due to timing of payments), an increase in unbilled revenues (primarily due to weather) and an increase in fuel inventory
(primarily due to lower generation driven by weather), partially offset by an increase in other current liabilities (primarily due to timing of payments)
and a decrease in other accounts receivable (primarily due to timing of payments).

•

Defined benefit plan funding was $87 million lower in 2019.

•

The decrease in cash from LKE's other operating activities was primarily driven by an increase in ARO expenditures.

(LG&E)
LG&E's cash provided by operating activities in 2019 increased $11 million compared with 2018.
• Net income decreased $8 million between the periods and included an increase in non-cash charges of $11 million. The increase in non-cash charges
was primarily driven by an increase in deferred income tax expense (primarily due to book versus tax plant timing differences).
•

The decrease in cash from changes in working capital was primarily driven by an increase in net regulatory assets and liabilities (primarily due to the
impact of the TCJA and the timing of rate recovery mechanisms), a decrease in accounts payable (primarily due to timing of payments) and a
decrease in taxes payable (primarily due to timing of payments), partially offset by an increase in other current liabilities (primarily due to timing of
payments).

•

Defined benefit plan funding was $55 million lower in 2019.

(KU)
KU's cash provided by operating activities in 2019 decreased $11 million compared with 2018.
• Net income decreased $6 million between the periods and included an increase in non-cash charges of $19 million. The increase in non-cash charges
was primarily driven by an increase in deferred income tax expense (primarily due to book versus tax plant timing differences).
•

The decrease in cash from changes in working capital was primarily driven by an increase in net regulatory assets and liabilities (primarily due to the
impact of the TCJA and the timing of rate recovery mechanisms), a decrease in accounts payable (primarily due to timing of payments), a decrease in
taxes payable (primarily due to timing of payments), an increase in unbilled revenues (primarily due to weather) and an increase in fuel inventory
(primarily due to lower generation driven by weather), partially offset by an increase in other current liabilities (primarily due to timing of payments)
and a decrease in other accounts receivable (primarily due to timing of payments).

•

Defined benefit plan funding was $47 million lower in 2019.

•

The decrease in cash from KU's other operating activities was primarily driven by an increase in ARO expenditures.

Investing Activities
(All Registrants)
Expenditures for Property, Plant and Equipment
Investment in PP&E is the primary investing activity of the Registrants. The change in cash used in expenditures for PP&E for the three months ended
March 31, 2019 compared with 2018 was as follows.
PPL
Decrease (Increase)

$

PPL Electric
21

$

(19)

LKE
$

LG&E
16

$

KU
33

$

(18)

For PPL, the decrease in expenditures was due to lower project expenditures at WPD, LKE and LG&E, partially offset by higher project expenditures at PPL
Electric and KU. The decrease in expenditures at WPD was primarily due to a decrease in expenditures to enhance system reliability and a decrease in foreign
currency exchange rates. The decrease in expenditures at
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LKE was primarily due to decreased spending for environmental water projects at LG&E's Mill Creek and Trimble County plants and KU's Ghent plant, offset
by spending on various other projects at KU that are not individually significant. The increase in project expenditures for PPL Electric was primarily due to
an increase in capital spending related to the ongoing efforts to improve reliability and replace aging infrastructure.
Financing Activities
(All Registrants)
The components of the change in cash provided by (used in) financing activities for the three months ended March 31, 2019 compared with 2018 were as
follows.
PPL

PPL Electric

LKE

LG&E

KU

Change - Cash Provided (Used)
Debt issuance/retirement, net

$

(144)

$

—

$

(100)

$

(100)

$

—

Stock issuances/redemptions, net

(78)

—

—

—

—

Dividends

(23)

(48)

—

4

40

—

13

—

28

55

(153)

17

52

(35)

—

62

—

—

(1)

1

—

Capital contributions/distributions, net
Change in short-term debt, net
Notes payable with affiliate
Other financing activities
Total

1
$

(189)

$

(202)

$

(7)

$

(44)

(1)
$

32

See Note 8 to the Financial Statements in this Form 10-Q for information on 2019 short-term and long-term debt activity, equity transactions and PPL
dividends. See Note 8 to the Financial Statements in the Registrants' 2018 Form 10-K for information on 2018 activity.
Credit Facilities
The Registrants maintain credit facilities to enhance liquidity, provide credit support and provide a backstop to commercial paper programs. Amounts
borrowed below are recorded as "Short-term debt" on the Balance Sheets, except as noted below. At March 31, 2019, the total committed borrowing capacity
under credit facilities and the borrowings under these facilities were:
External

Committed
Capacity
PPL Capital Funding Credit Facilities

$

1,550

Letters of
Credit
and
Commercial
Paper Issued

Borrowed
$

—

$

983

Unused
Capacity
$

567

PPL Electric Credit Facility

650

—

61

589

LG&E Credit Facilities (a)

700

200

269

231

KU Credit Facilities (b)

598

—

431

167

1,298

200

700

Total LKE
Total U.S. Credit Facilities (c)
Total U.K. Credit Facilities (d)

398

$

3,498

$

200

$

1,744

$

1,554

£

1,055

£

250

£

—

£

803

(a) At March 31, 2019, the amounts borrowed and $200 million of commercial paper issuances are included in "Long-term debt" on the Balance Sheets.
(b) At March 31, 2019, outstanding commercial paper issuances of $233 million are included in "Long-term debt" on the Balance Sheets.
(c) The commitments under the U.S. credit facilities are provided by a diverse bank group, with no one bank and its affiliates providing an aggregate commitment of more than the
following percentages of the total committed capacity: PPL - 10%, PPL Electric - 6%, LKE - 19%, LG&E - 32% and KU - 37%.
(d) The amounts borrowed at March 31, 2019 were a USD-denominated borrowing of $200 million and GBP-denominated borrowings of £99 which equated to $131 million. The
unused capacity reflects the USD-denominated borrowing amount borrowed in GBP of £153 million as of the date borrowed. At March 31, 2019, the USD equivalent of unused
capacity under the U.K. committed credit facilities was $1.1 billion.
The commitments under the U.K. credit facilities are provided by a diverse bank group, with no one bank providing more than 13% of the total committed capacity.
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See Note 8 to the Financial Statements for further discussion of the Registrants' credit facilities.
Intercompany (LKE, LG&E and KU)
Committed
Capacity
LKE Credit Facility

$

375

Non-affiliate Used
Capacity

Borrowed
$

187

$

—

Unused
Capacity
$

188

LG&E Money Pool (a)

500

—

269

231

KU Money Pool (a)

500

—

233

267

(a)

LG&E and KU participate in an intercompany money pool agreement whereby LKE, LG&E and/or KU make available funds up to $500 million at an interest rate based on a
market index of commercial paper issues. However, the FERC has issued a maximum aggregate short-term debt limit for each utility at $500 million from all covered sources.

See Note 12 to the Financial Statements for further discussion of intercompany credit facilities.
Commercial Paper (All Registrants)
PPL, PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund short-term liquidity needs, as
necessary. Commercial paper issuances, are included in "Short-term debt" on the Balance Sheets, except for certain LG&E and KU issuances, as noted above,
and are supported by the respective Registrant's credit facility. The following commercial paper programs were in place at March 31, 2019:
Commercial
Paper
Issuances

Capacity
PPL Capital Funding

$

1,500

$

968

Unused
Capacity
$

532

PPL Electric

650

60

LG&E

350

269

81

KU

350

233

117

Total LKE

700
$

Total PPL

2,850

590

502
$

1,530

198
$

1,320

Long-term Debt (All Registrants)
See Note 8 to the Financial Statements for information regarding the Registrants’ long-term debt activities.
(PPL)
Equity Securities Activities
ATM
In February 2018, PPL entered into an equity distribution agreement, pursuant to which PPL may sell, from time to time, up to an aggregate of $1.0 billion of
its common stock through an at-the-market offering program; including a forward sales component. The compensation paid to the selling agents by PPL may
be up to 2% of the gross offering proceeds of the shares. There were no issuances under the ATM program for the three months ended March 31, 2019.
Common Stock Dividends
In February 2019, PPL declared a quarterly common stock dividend, payable April 1, 2019, of 41.25 cents per share (equivalent to $1.65 per annum). Future
dividends, declared at the discretion of the Board of Directors, will depend upon future earnings, cash flows, financial and legal requirements and other
factors.
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Rating Agency Actions
(All Registrants)
Moody's and S&P periodically review the credit ratings of the debt of the Registrants and their subsidiaries. Based on their respective independent reviews,
the rating agencies may make certain ratings revisions or ratings affirmations.
A credit rating reflects an assessment by the rating agency of the creditworthiness associated with an issuer and particular securities that it issues. The credit
ratings of the Registrants and their subsidiaries are based on information provided by the Registrants and other sources. The ratings of Moody's and S&P are
not a recommendation to buy, sell or hold any securities of the Registrants or their subsidiaries. Such ratings may be subject to revisions or withdrawal by the
agencies at any time and should be evaluated independently of each other and any other rating that may be assigned to the securities.
The credit ratings of the Registrants and their subsidiaries affect their liquidity, access to capital markets and cost of borrowing under their credit facilities. A
downgrade in the Registrants' or their subsidiaries' credit ratings could result in higher borrowing costs and reduced access to capital markets. The Registrants
and their subsidiaries have no credit rating triggers that would result in the reduction of access to capital markets or the acceleration of maturity dates of
outstanding debt.
The rating agencies have taken the following actions related to the Registrants and their subsidiaries during 2019:
(PPL, LKE and LG&E)
In March 2019, Moody’s and S&P assigned ratings of A1 and A to LG&E’s $400 million 4.25% First Mortgage Bonds due 2049. The bonds were issued April
1, 2019.
In March 2019, Moody’s and S&P assigned ratings of A1 and A to the County of Jefferson, Kentucky’s $128 million 1.85% Pollution Control Revenue
Bonds, 2001 Series A (Louisville Gas and Electric Company Project), due 2033, previously issued on behalf of LG&E. The bonds were remarketed April 1,
2019.
(PPL, LKE and KU)
In March 2019, Moody’s assigned a rating of A1 and S&P confirmed its rating of A to KU’s $300 million 4.375% First Mortgage Bonds due 2045. The bonds
were issued April 1, 2019.
Ratings Triggers
(PPL, LKE, LG&E and KU)
Various derivative and non-derivative contracts, including contracts for the sale and purchase of electricity and fuel, commodity transportation and storage,
interest rate and foreign currency instruments (for PPL), contain provisions that require the posting of additional collateral or permit the counterparty to
terminate the contract, if PPL's, LKE's, LG&E's or KU's or their subsidiaries' credit rating, as applicable, were to fall below investment grade. See Note 15 to
the Financial Statements for a discussion of "Credit Risk-Related Contingent Features," including a discussion of the potential additional collateral
requirements for PPL, LKE and LG&E for derivative contracts in a net liability position at March 31, 2019.
(All Registrants)
For additional information on the Registrants' liquidity and capital resources, see "Item 7. Combined Management's Discussion and Analysis of Financial
Condition and Results of Operations," in the Registrants' 2018 Form 10-K.
Risk Management
Market Risk
(All Registrants)
See Notes 14 and 15 to the Financial Statements for information about the Registrants' risk management objectives, valuation techniques and accounting
designations.
105

Source: PPL CORP, 10-Q, May 02, 2019

Powered by Morningstar® Document Research℠

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

Table of Contents

The forward-looking information presented below provides estimates of what may occur in the future, assuming certain adverse market conditions and model
assumptions. Actual future results may differ materially from those presented. These are not precise indicators of expected future losses, but are rather only
indicators of possible losses under normal market conditions at a given confidence level.
Interest Rate Risk
The Registrants and their subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. The Registrants and their subsidiaries
utilize various financial derivative instruments to adjust the mix of fixed and floating interest rates in their debt portfolios, adjust the duration of their debt
portfolios and lock in benchmark interest rates in anticipation of future financing, when appropriate. Risk limits under the risk management program are
designed to balance risk exposure to volatility in interest expense and changes in the fair value of the debt portfolios due to changes in the absolute level of
interest rates. In addition, the interest rate risk of certain subsidiaries is potentially mitigated as a result of the existing regulatory framework or the timing of
rate cases.
The following interest rate hedges were outstanding at March 31, 2019.
Effect of a
10% Adverse
Movement
in Rates (b)

Fair Value,
Net - Asset
(Liability) (a)

Exposure
Hedged

Maturities
Ranging
Through

PPL
Cash flow hedges
Cross-currency swaps (c)

$

702

$

119

$

(77)

2028

Economic hedges
Interest rate swaps (d)

147

(21)

(1)

2033

147

(21)

(1)

2033

147

(21)

(1)

2033

LKE
Economic hedges
Interest rate swaps (d)
LG&E
Economic hedges
Interest rate swaps (d)

(a) Includes accrued interest, if applicable.
(b) Effects of adverse movements decrease assets or increase liabilities, as applicable, which could result in an asset becoming a liability. Sensitivities represent a 10% adverse
movement in interest rates, except for cross-currency swaps which also includes a 10% adverse movement in foreign currency exchange rates.
(c) Changes in the fair value of these instruments are recorded in equity and reclassified into earnings in the same period during which the item being hedged affects earnings.
(d) Realized changes in the fair value of such economic hedges are recoverable through regulated rates and any subsequent changes in the fair value of these derivatives are included
in regulatory assets or regulatory liabilities.

The Registrants are exposed to a potential increase in interest expense and to changes in the fair value of their debt portfolios. The estimated impact of a 10%
adverse movement in interest rates on interest expense at March 31, 2019 was insignificant for PPL, PPL Electric, LKE, LG&E and KU. The estimated impact
of a 10% adverse movement in interest rates on the fair value of debt at March 31, 2019 is shown below.
10% Adverse
Movement
in Rates
PPL

$

672

PPL Electric

185

LKE

164

LG&E

60

KU

89
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Foreign Currency Risk (PPL)
PPL is exposed to foreign currency risk primarily through investments in and earnings of U.K. affiliates. Under its risk management program, PPL may enter
into financial instruments to hedge certain foreign currency exposures, including translation risk of expected earnings, firm commitments, recognized assets
or liabilities, anticipated transactions and net investments.
The following foreign currency hedges were outstanding at March 31, 2019.

Fair Value,
Net - Asset
(Liability)

Exposure
Hedged
Economic hedges (b)

£

1,258

Effect of a
10%
Adverse
Movement
in Foreign
Currency
Exchange
Rates (a)

$

150

$

(149)

Maturities
Ranging
Through
2020

(a) Effects of adverse movements decrease assets or increase liabilities, as applicable, which could result in an asset becoming a liability.
(b) To economically hedge the translation risk of expected earnings denominated in GBP.

(All Registrants)
Commodity Price Risk
PPL is exposed to commodity price risk through its domestic subsidiaries as described below.
•
•

PPL Electric is required to purchase electricity to fulfill its obligation as a PLR. Potential commodity price risk is insignificant and mitigated through its
PUC-approved cost recovery mechanism and full-requirement supply agreements to serve its PLR customers which transfer the risk to energy suppliers.
LG&E's and KU's rates include certain mechanisms for fuel, fuel-related expenses and energy purchases. In addition, LG&E's rates include a mechanism
for natural gas supply expenses. These mechanisms generally provide for timely recovery of market price fluctuations associated with these expenses.

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

WPD is exposed to volumetric risk which is significantly mitigated as a result of the method of regulation in the U.K. Under the RIIO-ED1 price control
regulations, recovery of such exposure occurs on a two year lag. See Note 1 in PPL's 2018 Form 10-K for additional information on revenue recognition
under RIIO-ED1.
PPL Electric, LG&E and KU are exposed to volumetric risk on retail sales, mainly due to weather and other economic conditions for which there is
limited mitigation between rate cases.

Credit Risk (All Registrants)
See Notes 14 and 15 to the Financial Statements in this Form 10-Q and "Item 7. Combined Management's Discussion and Analysis of Financial Condition
and Results of Operations - Financial Condition - Risk Management - Credit Risk" in the Registrants' 2018 Form 10-K for additional information.
Foreign Currency Translation (PPL)
The value of the British pound sterling fluctuates in relation to the U.S. dollar. Changes in this exchange rate resulted in a foreign currency translation gain of
$294 million for the three months ended March 31, 2019, which primarily reflected a $504 million increase to PP&E and a $98 million increase to goodwill,
partially offset by a $304 million increase to long-term debt and a $4 increase to other net liabilities. Changes in this exchange rate resulted in a foreign
currency translation gain of $117 million for the three months ended March 31, 2018, which primarily reflected a $212 million increase to PP&E and a $44
million increase to goodwill partially offset by a $125 million increase to long-term debt and a $14 million increase to other net liabilities. The impact of
foreign currency translation is recorded in AOCI.
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Related Party Transactions (All Registrants)
The Registrants are not aware of any material ownership interests or operating responsibility by senior management in outside partnerships, including leasing
transactions with variable interest entities, or other entities doing business with the Registrants. See Note 12 to the Financial Statements for additional
information on related party transactions for PPL Electric, LKE, LG&E and KU.
Acquisitions, Development and Divestitures (All Registrants)
The Registrants from time to time evaluate opportunities for potential acquisitions, divestitures and development projects. Development projects are
reexamined based on market conditions and other factors to determine whether to proceed with, modify or terminate the projects. Any resulting transactions
may impact future financial results.
Capacity Needs (PPL, LKE, LG&E and KU)
As a result of environmental requirements and energy efficiency measures, KU retired two older coal-fired electricity generating units at the E.W. Brown plant
in February 2019 with a combined summer rating capacity of 272 MW. Despite the retirement of these units, LG&E and KU maintain sufficient generating
capacity to serve their load.
Environmental Matters
(All Registrants)
Extensive federal, state and local environmental laws and regulations are applicable to PPL's, PPL Electric's, LKE's, LG&E's and KU's air emissions, water
discharges and the management of hazardous and solid waste, as well as other aspects of the Registrants' businesses. The cost of compliance or alleged noncompliance cannot be predicted with certainty but could be significant. In addition, costs may increase significantly if the requirements or scope of
environmental laws or regulations, or similar rules, are expanded or changed. Costs may take the form of increased capital expenditures or operating and
maintenance expenses, monetary fines, penalties or other restrictions. Many of these environmental law considerations are also applicable to the operations
of key suppliers, or customers, such as coal producers and industrial power users, and may impact the cost for their products or their demand for the
Registrants' services. Increased capital and operating costs are subject to rate recovery. PPL, PPL Electric, LKE, LG&E and KU can provide no assurances as
to the ultimate outcome of future environmental or rate proceedings before regulatory authorities.
See below for further discussion of the EPA's CCR Rule and Note 11 to the Financial Statements for a discussion of other significant environmental matters
including Legal Matters, NAAQS, Climate Change, and ELGs. Additionally, see "Item 1. Business - Environmental Matters" in the Registrants' 2018 Form
10-K for additional information.
EPA’s CCR Rule (PPL, LKE, LG&E and KU)
Over the next several years, LG&E and KU anticipate undertaking extensive measures, including significant capital expenditures, in complying with the
provisions of the EPA's CCR Rule. Although LG&E and KU have identified compliance strategies and are finalizing closure plans and schedules as required
by the CCR Rule, remaining regulatory uncertainties could substantially impact current plans. As a result of a judicial settlement, legislative amendments,
and the EPA's review of the current program, the EPA is in the process of undertaking significant revisions to the CCR Rule. In July 2018, the EPA published
certain amendments to the CCR Rule which include extending the deadline for commencement of closure of certain impoundments from April 2019 to
October 31, 2020. The EPA has announced that additional amendments to the rule will be proposed. In August 2018, the D.C. Circuit Court of Appeals
vacated and remanded portions of the CCR Rule, including the provisions allowing unlined impoundments to continue operating and provisions exempting
certain inactive impoundments from regulation. The exact impact of the judicial decision will be highly dependent on the EPA's rulemaking actions on
remand and any subsequent legal challenges. LG&E and KU are evaluating the specific plan impacts of developments to date and will continue to monitor
the EPA's ongoing regulatory proceedings.
In connection with the CCR Rule, LG&E and KU have recorded adjustments to existing AROs beginning in 2015 and continue to record adjustments as
required. See Note 19 to the Financial Statements in the Registrants’ 2018 Form 10-K for additional information on AROs. LG&E and KU continue to
perform technical evaluations related to their plans to close impoundments at all of their generating plants. Although LG&E and KU believe their recorded
liabilities appropriately reflect their obligations under current rules, changes to current compliance strategies as a result of ongoing regulatory proceedings or
other
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developments could result in additional closure costs. It is not currently possible to determine the magnitude of any potential cost increases related to
changes in compliance strategies or plans, and the timing of future cash outflows are indeterminable at this time. As rules are revised, technical evaluations
are completed, and the timing and details of impoundment closures develop further on a plant by-plant basis, LG&E and KU will updated their cost estimates
and record any changes as necessary to their ARO liability, which could be material. These costs are subject to rate recovery.
New Accounting Guidance (All Registrants)
See Notes 2 and 18 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.
Application of Critical Accounting Policies (All Registrants)
Financial condition and results of operations are impacted by the methods, assumptions and estimates used in the application of critical accounting policies.
The following table summarizes the accounting policies by Registrant that are particularly important to an understanding of the reported financial condition
or results of operations, and require management to make estimates or other judgments of matters that are inherently uncertain. See "Item 7. Combined
Management's Discussion and Analysis of Financial Condition and Results of Operations" in the Registrants' 2018 Form 10-K for a discussion of each critical
accounting policy.
PPL
PPL

Electric

LKE

LG&E

KU

Defined Benefits

X

X

X

X

X

Income Taxes

X

X

X

X

X

Regulatory Assets and Liabilities

X

X

X

X

X

Price Risk Management

X

Goodwill Impairment

X

X

X

X

AROs

X

X

X

X

X

X

X

Revenue Recognition - Unbilled Revenue
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PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company
Item 3. Quantitative and Qualitative Disclosures About Market Risk
Reference is made to "Risk Management" in "Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations."
Item 4. Controls and Procedures
(a) Evaluation of disclosure controls and procedures.
The Registrants' principal executive officers and principal financial officers, based on their evaluation of the Registrants' disclosure controls and
procedures (as defined in Rules 13a-15(e) or 15d-15(e) of the Securities Exchange Act of 1934) have concluded that, as of March 31, 2019, the
Registrants' disclosure controls and procedures are effective to ensure that material information relating to the Registrants and their consolidated
subsidiaries is recorded, processed, summarized and reported within the time periods specified by the SEC's rules and forms, particularly during the
period for which this quarterly report has been prepared. The aforementioned principal officers have concluded that the disclosure controls and
procedures are also effective to ensure that information required to be disclosed in reports filed under the Exchange Act is accumulated and
communicated to management, including the principal executive and principal financial officers, to allow for timely decisions regarding required
disclosure.
(b) Change in internal controls over financial reporting.
The Registrants' principal executive officers and principal financial officers have concluded that there were no changes in the Registrants' internal
controls over financial reporting during the Registrants' first fiscal quarter that have materially affected, or are reasonably likely to materially affect,
the Registrants' internal control over financial reporting.
PART II. OTHER INFORMATION
Item 1. Legal Proceedings
For information regarding legal, tax, regulatory, environmental or other administrative proceedings that became reportable events or were pending in the first
quarter of 2019 see:
•
•

"Item 3. Legal Proceedings" in each Registrant's 2018 Form 10-K; and
Notes 6, 7 and 11 to the Financial Statements.

Item 1A. Risk Factors
There have been no material changes in the Registrants' risk factors from those disclosed in "Item 1A. Risk Factors" of the Registrants' 2018 Form 10-K.
Item 4. Mine Safety Disclosures
Not applicable.
Item 6. Exhibits
The following Exhibits indicated by an asterisk preceding the Exhibit number are filed herewith. The balance of the Exhibits has heretofore been filed with
the Commission and pursuant to Rule 12(b)-32 are incorporated herein by reference. Exhibits indicated by a [_] are filed or listed pursuant to Item 601(b)(10)
(iii) of Regulation S-K.
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4(a)

4(b)

10(a)

10(b)

10(c)

10(d)

10(e)

- Supplemental Indenture No 7, dated as of March 1, 2019, to Indenture, dated as of October 1, 2010, between Louisville Gas and
Electric Company to The Bank of New York Mellon, as Trustee (Exhibit 4(a) to PPL Corporation Form 8-K Report (File No. 111459) dated April 1, 2019)
- Supplemental Indenture No. 7, dated as of March 1, 2019, to Indenture, dated as of October 1, 2010, between Kentucky Utilities
Company and The Bank of New York Mellon, as Trustee (Exhibit 4(b) to PPL Corporation Form 8-K Report (File No. 1-11459)
dated April 1, 2019)
- Amendment No. 4 to Credit Agreement dated as of March 8, 2019 to Revolving Credit Agreement dated as of July 28, 2014 (as
previously amended) among PPL Capital Funding, Inc., as Borrower, PPL Corporation, as Guarantor, the Lenders party thereto and
Wells Fargo, National Association, as Administrative Agent, Issuing Lender and Swingline Lender (Exhibit 10.1 to PPL
Corporation Form 8-K Report (File No. 1-11459) dated March 8, 2019)
- Fifth Amendment to Revolving Credit Agreement (as previously amended) dated as of March 8, 2019 among PPL Capital Funding,
Inc., as Borrower, PPL Corporation, as guarantor, The Bank of Nova Scotia, as Administrative Agent and the Lenders from time to
time party thereto (Exhibit 10.2 to PPL Corporation Form 8-K Report (File No. 1-11459) dated March 8, 2019)
- Amendment No. 4 to Credit Agreement dated as of March 8, 2019 to Amended and Restated Revolving Credit Agreement dated as
of July 28, 2014 (as previously amended) among PPL Electric Utilities Corporation, as Borrower, the Lenders party thereto and
Wells Fargo, National Association, as Administrative Agent, Issuing Lender and Swingline Lender (Exhibit 10.3 to PPL
Corporation Form 8-K Report (File No. 1-11459) dated March 8, 2019)
- Amendment No. 4 to Credit Agreement dated as of March 8, 2019 to Amended and Restated Revolving Credit Agreement dated as
of July 28, 2014 (as previously amended) among Louisville Gas and Electric Company, as Borrower, the Lenders party thereto and
Wells Fargo, National Association, as Administrative Agent, Issuing Lender and Swingline Lender (Exhibit 10.4 to PPL
Corporation Form 8-K Report (File No. 1-11459) dated March 8, 2019)
- Amendment No. 4 to Credit Agreement dated as of March 8, 2019 to Amended and Restated Revolving Credit Agreement dated as
of July 28, 2014 (as previously amended) among Kentucky Utilities Company, as Borrower, the Lenders party thereto and Wells
Fargo, National Association, as Administrative Agent, Issuing Lender and Swingline Lender (Exhibit 10.5 to PPL Corporation
Form 8-K Report (File No. 1-11459) dated March 8, 2019)

Certifications pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, for the quarterly period ended March 31, 2019, filed by the following officers for
the following companies:
*31(a)
*31(b)
*31(c)
*31(d)
*31(e)
*31(f)
*31(g)
*31(h)
*31(i)
*31(j)

- PPL Corporation's principal executive officer
- PPL Corporation's principal financial officer
- PPL Electric Utilities Corporation's principal executive officer
- PPL Electric Utilities Corporation's principal financial officer
- LG&E and KU Energy LLC's principal executive officer
- LG&E and KU Energy LLC's principal financial officer
- Louisville Gas and Electric Company's principal executive officer
- Louisville Gas and Electric Company's principal financial officer
- Kentucky Utilities Company's principal executive officer
- Kentucky Utilities Company's principal financial officer

Certifications pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, for the quarterly period ended March 31, 2019, furnished by the following officers
for the following companies:
*32(a)
*32(b)
*32(c)
*32(d)
*32(e)

- PPL Corporation's principal executive officer and principal financial officer
- PPL Electric Utilities Corporation's principal executive officer and principal financial officer
- LG&E and KU Energy LLC's principal executive officer and principal financial officer
- Louisville Gas and Electric Company's principal executive officer and principal financial officer
- Kentucky Utilities Company's principal executive officer and principal financial officer
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101.INS
101.SCH
101.CAL
101.DEF
101.LAB
101.PRE

- XBRL Instance Document
- XBRL Taxonomy Extension Schema
- XBRL Taxonomy Extension Calculation Linkbase
- XBRL Taxonomy Extension Definition Linkbase
- XBRL Taxonomy Extension Label Linkbase
- XBRL Taxonomy Extension Presentation Linkbase
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrants have duly caused this report to be signed on their behalf by the
undersigned thereunto duly authorized. The signature for each undersigned company shall be deemed to relate only to matters having reference to such
company or its subsidiaries.
PPL Corporation
(Registrant)

Date:

May 2, 2019

/s/ Marlene C. Beers
Marlene C. Beers
Vice President and Controller
(Principal Accounting Officer)

PPL Electric Utilities Corporation
(Registrant)

Date:

May 2, 2019

/s/ Stephen K. Breininger
Stephen K. Breininger
Vice President-Finance and Regulatory Affairs and
Controller
(Principal Financial Officer and Principal Accounting
Officer)

LG&E and KU Energy LLC
(Registrant)
Louisville Gas and Electric Company
(Registrant)
Kentucky Utilities Company
(Registrant)

Date:

May 2, 2019

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer and Principal Accounting
Officer)
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Exhibit 31(a)
CERTIFICATION
I, WILLIAM H. SPENCE, certify that:
1.

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

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: May 2, 2019

/s/ William H. Spence
William H. Spence
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation

Source: PPL CORP, 10-Q, May 02, 2019

Powered by Morningstar® Document Research℠

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

Exhibit 31(b)
CERTIFICATION
I, VINCENT SORGI, certify that:
1.

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

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: May 2, 2019

/s/ Vincent Sorgi
Vincent Sorgi
Executive Vice President and Chief Financial Officer
(Principal Financial Officer)
PPL Corporation
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Exhibit 31(c)
CERTIFICATION
I, GREGORY N. DUDKIN, certify that:
1.

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

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: May 2, 2019

/s/ Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation
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Exhibit 31(d)
CERTIFICATION
I, STEPHEN K. Breininger, certify that:
1.

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

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: May 2, 2019

/s/ Stephen K. Breininger
Stephen K. Breininger
Vice President-Finance and Regulatory Affairs and Controller
(Principal Financial Officer)
PPL Electric Utilities Corporation
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Exhibit 31(e)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "registrant");

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: May 2, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC
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Exhibit 31(f)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "registrant");

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: May 2, 2019

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
LG&E and KU Energy LLC
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Exhibit 31(g)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "registrant");

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: May 2, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Louisville Gas and Electric Company

Source: PPL CORP, 10-Q, May 02, 2019
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Exhibit 31(h)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "registrant");

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: May 2, 2019

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Louisville Gas and Electric Company

Source: PPL CORP, 10-Q, May 02, 2019
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Exhibit 31(i)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Kentucky Utilities Company (the "registrant");

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: May 2, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company

Source: PPL CORP, 10-Q, May 02, 2019
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Exhibit 31(j)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Kentucky Utilities Company (the "registrant");

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: May 2, 2019

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Kentucky Utilities Company

Source: PPL CORP, 10-Q, May 02, 2019
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Exhibit 32(a)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL CORPORATION'S FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2019
In connection with the quarterly report on Form 10-Q of PPL Corporation (the "Company") for the quarter ended March 31, 2019, as filed with the
Securities and Exchange Commission on the date hereof (the "Covered Report"), we, William H. Spence, the Principal Executive Officer of the Company, and
Vincent Sorgi, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Date: May 2, 2019

/s/ William H. Spence
William H. Spence
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation
/s/ Vincent Sorgi
Vincent Sorgi
Executive Vice President and Chief Financial Officer
(Principal Financial Officer)
PPL Corporation

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Source: PPL CORP, 10-Q, May 02, 2019
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Exhibit 32(b)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL ELECTRIC UTILITIES CORPORATION'S FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2019
In connection with the quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "Company") for the quarter ended March 31, 2019, as
filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Gregory N. Dudkin, the Principal Executive Officer of the
Company, and Stephen K. Breininger, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Date: May 2, 2019

/s/ Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation
/s/ Stephen K. Breininger
Stephen K. Breininger
Vice President-Finance and Regulatory Affairs and Controller
(Principal Financial Officer)
PPL Electric Utilities Corporation

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Source: PPL CORP, 10-Q, May 02, 2019
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Exhibit 32(c)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LG&E AND KU ENERGY LLC'S FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2019
In connection with the quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "Company") for the quarter ended March 31, 2019, as filed
with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive Officer of the
Company, and Kent W. Blake, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.
Date: May 2, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC
/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
LG&E and KU Energy LLC

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Source: PPL CORP, 10-Q, May 02, 2019
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Exhibit 32(d)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LOUISVILLE GAS AND ELECTRIC COMPANY'S FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2019
In connection with the quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "Company") for the quarter ended March 31,
2019, as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive
Officer of the Company, and Kent W. Blake, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.
Date: May 2, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Louisville Gas and Electric Company
/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Louisville Gas and Electric Company

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Source: PPL CORP, 10-Q, May 02, 2019
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Exhibit 32(e)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR KENTUCKY UTILITIES COMPANY'S FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2019
In connection with the quarterly report on Form 10-Q of Kentucky Utilities Company (the "Company") for the quarter ended March 31, 2019, as
filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive Officer of the
Company, and Kent W. Blake, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.
Date: May 2, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company
/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Kentucky Utilities Company

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Source: PPL CORP, 10-Q, May 02, 2019
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Section 8 – Other Events
Item 8.01 Other Events
Louisville Gas and Electric Company
On April 1, 2019, Louisville Gas and Electric Company (“LG&E”) issued $400,000,000 aggregate principal amount of 4.25% First Mortgage Bonds
due 2049 (the “LG&E Bonds”).
The LG&E Bonds were issued under LG&E’s Indenture (the “LG&E Indenture”), dated as of October 1, 2010, to The Bank of New York Mellon, as
trustee, as previously supplemented and as supplemented by Supplemental Indenture No. 7 thereto (the “LG&E Supplemental Indenture”), dated as of
March 1, 2019. The LG&E Bonds will be secured by the lien of the LG&E Indenture, which creates, subject to certain exceptions and exclusions, a lien
on substantially all of LG&E’s real and tangible personal property located in Kentucky and used or to be used in connection with the generation,
transmission and distribution of electricity and the storage, transportation and distribution of natural gas, as described therein.
The LG&E Bonds are due April 1, 2049, subject to early redemption. LG&E intends to use the net proceeds from the sale of the LG&E Bonds to repay
short term debt, for the repayment of LG&E’s $200,000,000 term loan that matures October 2019 and for other general corporate purposes.
The LG&E Bonds were offered under LG&E’s Registration Statement on Form S-3 on file with the Securities and Exchange Commission (Registration
No. 333-223142-02).
The LG&E Supplemental Indenture and LG&E Officer’s Certificate are filed with this report as Exhibits 4(a) and 4(c), respectively.
Kentucky Utilities Company
On April 1, 2019, Kentucky Utilities Company (“KU”) issued $300,000,000 aggregate principal of 4.375% First Mortgage Bonds due 2045 (the “KU
Bonds”). The KU Bonds were part of the same series of bonds as the $250,000,000 aggregate principal amount of KU’s 4.375% First Mortgage Bonds
due 2045 originally issued by KU in 2015.
The KU Bonds were issued under KU’s Indenture (the “KU Indenture”), dated as of October 1, 2010, to The Bank of New York Mellon, as trustee, as
previously supplemented and as supplemented by Supplemental Indenture No. 7 thereto (the “KU Supplemental Indenture”), dated as of March 1,
2019. The KU Bonds will be secured by the lien of the KU Indenture, which creates, subject to certain exceptions and exclusions, a lien on
substantially all of KU’s real and tangible personal property located in Kentucky and used or to be used in connection with the generation,
transmission and distribution of electricity, as described therein.
The KU Bonds are due October 1, 2045, subject to early redemption. KU intends to use the net proceeds from the sale of the KU Bonds to repay short
term debt, including commercial paper, and for other general corporate purposes.
The KU Bonds were offered under KU’s Registration Statement on Form S-3 on file with the Securities and Exchange Commission (Registration
Statement No. 333-223142-01).
The KU Supplemental Indenture and KU Officer’s Certificate are filed with this report as Exhibits 4(b) and 4(d), respectively.
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Section 9 - Financial Statements and Exhibits
Item 9.01 Financial Statements and Exhibits
(a)

Exhibits

4(a)

Supplemental Indenture No 7, dated as of March 1, 2019, of Louisville Gas and Electric Company to The Bank of New York Mellon, as
Trustee.

4(b)

Supplemental Indenture No. 7, dated as of March 1, 2019, of Kentucky Utilities Company to The Bank of New York Mellon, as Trustee.

4(c)

LG&E Officer’s Certificate, dated April 1, 2019 relating to the LG&E Bonds, pursuant to Section 201 and 301 of the LG&E Indenture.

4(d)

KU Officer’s Certificate, dated April 1, 2019 relating to the KU Bonds, pursuant to Section 201 and 301 of the KU Indenture.

5(a)

Opinion of John R. Crockett III, General Counsel, Chief Compliance Officer and Corporate Secretary of Louisville Gas and Electric Company.

5(b)

Opinion of John R. Crockett III, General Counsel, Chief Compliance Officer and Corporate Secretary of Kentucky Utilities Company.

5(c)

Opinion of Pillsbury Winthrop Shaw Pittman LLP as to the LG&E Bonds.

5(d)

Opinion of Pillsbury Winthrop Shaw Pittman LLP as to the KU Bonds.

5(e)

Opinion of Stoll Keenon Ogden PLLC as to the KU Bonds.

23(a)

Consent of John R. Crockett III, General Counsel, Chief Compliance Officer and Corporate Secretary of Louisville Gas and Electric Company
(included as part of Exhibit 5(a)).

23(b)

Consent of John R. Crockett III, General Counsel, Chief Compliance Officer and Corporate Secretary of Kentucky Utilities Company (included
as part of Exhibit 5(b)).

23(c)

Consent of Pillsbury Winthrop Shaw Pittman LLP (included as part of Exhibit 5(c)).

23(d)

Consent of Pillsbury Winthrop Shaw Pittman LLP (included as part of Exhibit 5(d)).

23(e)

Consent of Stoll Keenon Ogden PLLC (included as part of Exhibit 5(e)).
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrants have duly caused this report to be signed on their behalf by the
undersigned hereunto duly authorized.
PPL CORPORATION
By: /s/ Marlene C. Beers
Marlene C. Beers
Vice President and Controller
LG&E AND KU ENERGY LLC
By: /s/ Daniel K. Arbough
Daniel K. Arbough
Treasurer
LOUISVILLE GAS AND ELECTRIC COMPANY
By: /s/ Daniel K. Arbough
Daniel K. Arbough
Treasurer
KENTUCKY UTILITIES COMPANY
By: /s/ Daniel K. Arbough
Daniel K. Arbough
Treasurer
Dated: April 1, 2019
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Exhibit 4(a)

LOUISVILLE GAS AND ELECTRIC COMPANY
TO
THE BANK OF NEW YORK MELLON,
Trustee

Supplemental Indenture No. 7
dated as of March 1, 2019

Supplemental to the Indenture
dated as of October 1, 2010

Establishing
First Mortgage Bonds, 4.25% Series due 2049

P

SUPPLEMENTAL INDENTURE NO. 7
SUPPLEMENTAL INDENTURE No. 7, dated as of the first day of March 1, 2019, made and entered into by and between LOUISVILLE GAS AND
ELECTRIC COMPANY, a corporation duly organized and existing under the laws of the Commonwealth of Kentucky, having its principal corporate
offices at 220 West Main Street, Louisville, Kentucky 40202 (hereinafter sometimes called the “Company”), and THE BANK OF NEW YORK
MELLON, a New York banking corporation, having its principal place of business and corporate trust office at 240 Greenwich Street, 7E, New York,
New York 10286 (hereinafter sometimes called the “Trustee”), as Trustee under the Indenture, dated as of October 1, 2010 (hereinafter called the
“Original Indenture”), between the Company and said Trustee, as heretofore supplemented, this Supplemental Indenture No. 7 being supplemental
thereto. The Original Indenture, as heretofore supplemented, and this Supplemental Indenture No. 7 are hereinafter sometimes, collectively, called the
“Indenture.”

Recitals of the Company
The Original Indenture was authorized, executed and delivered by the Company to provide for the issuance from time to time of its Securities
(such term and all other capitalized terms used herein without definition having the meanings assigned to them in the Original Indenture), to be issued
in one or more series as contemplated therein, and to provide security for the payment of the principal of and premium, if any, and interest, if any, on
such Securities.
The Company has heretofore executed and delivered supplemental indentures for the purpose of creating series of Securities as set forth in
Exhibit A hereto.
The Original Indenture and Supplemental Indentures Nos. 1 through 5, and financing statements in respect thereof, have been duly recorded and
filed in the various official records in the Commonwealth of Kentucky as set forth in Supplemental Indenture No. 6. Supplemental Indenture No. 6 has
been duly recorded and filed in the various official records in the Commonwealth of Kentucky as set forth in Exhibit B hereto.
Pursuant to Article Three of the Original Indenture, the Company wishes to establish a series of Securities, such series of Securities to be
hereinafter sometimes called “Securities of Series No. 9”.
As contemplated in Section 301 of the Original Indenture, the Company further wishes to establish the designation and certain terms of the
Securities of Series No. 9. The Company has duly authorized the execution and delivery of this Supplemental Indenture No. 7 to establish the
designation and certain terms of such series of Securities and has duly authorized the issuance of such Securities; and all acts necessary to make this
Supplemental Indenture No. 7 a valid agreement of the Company, and to make the Securities of Series No. 9 valid obligations of the Company, have
been performed.
NOW, THEREFORE, THIS SUPPLEMENTAL INDENTURE NO. 7 WITNESSETH, that, for and in consideration of the premises and of the
purchase of the Securities by the Holders thereof and in order to secure the payment of the principal of and premium, if any, and interest, if any, on all
Securities from time to time Outstanding and the performance of the covenants therein and in the Indenture contained, the Company hereby grants,
bargains, sells, conveys, assigns, transfers, mortgages, pledges, sets over and confirms to the Trustee, and grants to the Trustee a security interest in and
lien on (a) the Company’s right, title and interest in the real property specifically referred to in Exhibit C attached hereto and incorporated herein by
reference and all right, title and interest of the Company in and to all property personal and mixed located thereon (other than Excepted Property) and
(b) the Company’s right title and interest in the generating facilities described in Exhibit D hereto, as and to the extent, and subject to the terms and
conditions, set forth in the Original Indenture; and it is further mutually covenanted and agreed as follows:
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ARTICLE ONE
SECURITIES OF SERIES NO. 9
SECTION 101. Creation of Series No. 9.
There is hereby created a series of Securities designated “First Mortgage Bonds, 4.25% Series due 2049”, and the Securities of such series shall:
(a) be issued initially in the aggregate principal amount of $400,000,000 and shall be limited to such aggregate principal amount (except
as contemplated in Section 301(b) of the Original Indenture); provided, however, that, as contemplated in the last paragraph of Section 301 of the
Original Indenture, additional Securities of such series may be subsequently issued from time to time, without any consent of Holders of the
Securities of such series, if and to the extent that, prior to each such subsequent issuance, the aggregate principal amount of the additional
Securities then to be issued shall have been set forth in a Supplemental Indenture, and, thereupon, the Securities of such series shall be limited to
such aggregate principal amount as so increased (except as aforesaid and subject to further such increases);
(b) be dated April 1, 2019;
(c) have a Stated Maturity of April 1, 2049, subject to prior redemption or purchase by the Company;
(d) have such additional terms as are established in an Officer’s Certificate as contemplated in Section 301 of the Original Indenture; and
(e) be in substantially the form or forms established therefor in an Officer’s Certificate, as contemplated by Section 201 of the Original
Indenture.

ARTICLE TWO
COVENANT
SECTION 201. Satisfaction and Discharge.
The Company hereby agrees that, if the Company shall make any deposit of money and/or Eligible Obligations with respect to any Securities of
Series No. 9, or any portion of the principal amount thereof, as contemplated by Section 901 of the Indenture, the Company shall not deliver an
Officer’s Certificate described in clause (z) in the first paragraph of said Section 901 unless the Company shall also deliver to the Trustee, together with
such Officer’s Certificate, either:
(a) an instrument wherein the Company, notwithstanding the satisfaction and discharge of its indebtedness in respect of such Securities, or
portions of the principal amount thereof, shall retain the obligation (which shall be absolute and unconditional) to irrevocably deposit with the
Trustee or Paying Agent such additional sums of money, if any, or additional Eligible Obligations (meeting the requirements of Section 901), if
any, or any combination thereof, at such time or times, as shall be necessary, together with the money and/or Eligible Obligations theretofore so
deposited, to pay when due the principal of and premium, if any, and
2
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interest due and to become due on such Securities or portions thereof, all in accordance with and subject to the provisions of said Section 901;
provided, however, that such instrument may state that the obligation of the Company to make additional deposits as aforesaid shall be subject
to the delivery to the Company by the Trustee of a notice asserting the deficiency accompanied by an opinion of an independent public
accountant of nationally recognized standing, selected by the Trustee, showing the calculation thereof (which opinion shall be obtained at the
expense of the Company); or
(b) an Opinion of Counsel to the effect that the beneficial owners of such Securities, or portions of the principal amount thereof, will not
recognize income, gain or loss for United States federal income tax purposes as a result of the satisfaction and discharge of the Company’s
indebtedness in respect thereof and will be subject to United States federal income tax on the same amounts, at the same times and in the same
manner as if such satisfaction and discharge had not been effected.

ARTICLE THREE
MISCELLANEOUS PROVISIONS
SECTION 301. Single Instrument.
This Supplemental Indenture No. 7 is an amendment and supplement to the Original Indenture as heretofore amended and supplemented. As
amended and supplemented by this Supplemental Indenture No. 7, the Original Indenture, as heretofore supplemented, is in all respects ratified,
approved and confirmed, and the Original Indenture, as heretofore supplemented, and this Supplemental Indenture No. 7 shall together constitute the
Indenture.
SECTION 302. Effect of Headings.
The Article and Section headings in this Supplemental Indenture No. 7 are for convenience only and shall not affect the construction hereof.

This instrument may be executed in any number of counterparts, each of which so executed shall be deemed to be an original, but all such
counterparts shall together constitute but one and the same instrument.
3
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IN WITNESS WHEREOF, the parties hereto have caused this Supplemental Indenture No. 7 to be duly executed as of the day and year first
written above.
LOUISVILLE GAS AND ELECTRIC COMPANY
By: /s/ Daniel K. Arbough
Name: Daniel K. Arbough
Title: Treasurer
ATTEST:
/s/ Christopher M. Garrett
Name: Christopher M. Garrett
Title: Controller
[Signature Page to Supplemental Indenture No. 7 – Louisville Gas and Electric Utilities Company]
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THE BANK OF NEW YORK MELLON, as Trustee
By: /s/ Laurence J. O’Brien
Name: Laurence J. O’Brien
Title: Vice President
[Signature Page to Supplemental Indenture No. 7 – Louisville Gas and Electric Company]
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COMMONWEALTH OF KENTUCKY
COUNTY OF JEFFERSON

)
)
)

ss.:

On this 20th day of March, 2019, before me, a notary public, the undersigned, personally appeared Daniel K. Arbough, who acknowledged
himself to be the Treasurer of LOUISVILLE GAS AND ELECTRIC COMPANY, a corporation of the Commonwealth of Kentucky and that he, as such
Treasurer, being authorized to do so, executed the foregoing instrument for the purposes therein contained, by signing the name of the corporation by
himself as Treasurer.
In witness whereof, I hereunto set my hand and official seal.
/s/ Betty L. Brinly
Notary Public
[Seal]

[Signature Page to Supplemental Indenture No. 7 – Louisville Gas and Electric Company]
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STATE OF NEW JERSEY
COUNTY OF PASSAIC

)
)
)

ss.:

On this 19th day of March, 2019, before me, a notary public, the undersigned, personally appeared Laurence J. O’Brien, who acknowledged
himself to be a Vice President of THE BANK OF NEW YORK MELLON, a corporation and that he, as Vice President, being authorized to do so,
executed the foregoing instrument for the purposes therein contained, by signing the name of the corporation by himself as Vice President.
In witness whereof, I hereunto set my hand and official seal.
By: /s/ Rosemarie Socorro-Garcia
Rosemarie Socorro-Garcia
Notary Public – State of New Jersey
My Commission Expires
December 5, 2021
[Seal]
The Bank of New York Mellon hereby certifies that its precise name and address as Trustee hereunder are:
The Bank of New York Mellon
240 Greenwich Street, 7E
New York, New York 10286
Attn: Corporate Trust Administration
THE BANK OF NEW YORK MELLON, as Trustee
By: /s/ Laurence J. O’Brien
Name: Laurence J. O’Brien
Title: Vice President
[Signature Page to Supplemental Indenture No. 7 – Louisville Gas and Electric Company]
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CERTIFICATE OF PREPARER
The foregoing instrument was prepared by:
James J. Dimas, Senior Corporate Attorney
Louisville Gas and Electric Company
220 West Main Street
Louisville, Kentucky 40202
/s/ James J. Dimas
James J. Dimas

[Signature Page to Supplemental Indenture No. 7 – Louisville Gas and Electric Utilities Company]
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EXHIBIT A

LOUISVILLE GAS AND ELECTRIC COMPANY

Bonds Issued and Outstanding
under the Indenture

Supplemental
Indenture No.

1
2

Dated as of

Series
No.

October 15, 2010

1

November 1, 2010

2
3

3
November 1, 2013

4

September 1, 2015

5

4
6
5
September 1, 2016

7

6
May 15, 2017
1

8

Principal
Amount
Outstanding 1

Series Designation

Date of Securities

Principal
Amount Issued

Collateral Series 2010
1.625% Series due
2015
5.125% Series due
2040
4.65% Series due
2043
3.300%, Series due
2025
4.375%, Series due
2045
Collateral Series 2016
TCA
Collateral Series 2017
TCA

October 20, 2010

$574,304,000

$354,200,000

November 16, 2010

$250,000,000

$

November 16, 2010

$285,000,000

$285,000,000

November 14, 2013

$250,000,000

$250,000,000

September 28, 2015

$300,000,000

$300,000,000

September 28, 2015

$250,000,000

$250,000,000

September 15, 2016

$125,000,000

$125,000,000

June 1, 2017

$ 60,000,000

$ 60,000,000

As of March 1, 2019.
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EXHIBIT B

LOUISVILLE GAS AND ELECTRIC COMPANY

Filing and Recording
of
Supplemental Indenture No. 6, dated as of May 15, 2017,
to
Indenture, dated as of October 1, 2010

COUNTY

Breckinridge
Bullitt
Clark
Green
Hardin
Hart
Henry
Jefferson
Larue
Meade
Metcalfe
Muhlenberg
Nelson
Oldham
Shelby
Trimble

DEED BOOK

PAGE NO.

M440
M1715
M851
M309
M2198
M385
M348
M15069
M359
M832
M174
M692
M1134
M2260
M1045
M213

355 -365
307-317
868-878
281-291
1038 -1048
34 - 44
760-770
76 - 87
705
257-267
352
610-620
282 - 292
543-553
766-776
585-595
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EXHIBIT C

LOUISVILLE GAS AND ELECTRIC COMPANY

Real Property

Schedule of real property owned in fee located in the Commonwealth of Kentucky
Jefferson County, Kentucky:
TRACT 1: BEGINNING at a concrete monument, which monument is in the Northeast corner of the tract of land conveyed to Sherley Terry and wife,
by Deed recorded in Deed Book 2181, Page 294, in the Office of the Clerk of Jefferson County, Kentucky; which monument is also the Northwest
corner of the tract of land conveyed to J. S. Shipley and wife, by Deed recorded in Deed Book 3229, page 449, in the office aforesaid; which concrete
monument is further identified as being in the Southerly line of Valley Village Subdivision, Section Number One, as shown on plat of same, of record
in Plat and Subdivision Book 13, Page 30, in the office aforesaid; thence South 31 degrees 30 minutes West 1237.50 feet with an existing fence line to
a spike in the center line of Shipley Lane, which spike is approximately 2501.94 feet from the original center line of 18 th Street Road as measured
along the center line of Shipley Lane; thence with the center line of Shipley Lane, North 56 degrees 45 minutes West 570.60 feet to a pipe, corner to
Robert A. Terry and wife; thence North 31 degrees 13 minutes East 177.90 feet to a monument another corner to Terry; thence North 56 degrees 45
minutes West 502.61 feet to a point; thence North 17 degrees 39 minutes East 1101.08 feet to a point in the North line of a tract containing 48.78 acres,
more or less, conveyed to the Board of Education of Jefferson County, Kentucky, by Deed dated March 25, 1961, of record in Deed Book 3684, Page
527, in the office aforesaid; thence with said North line, South 56 degrees 40 minutes East 1,382.0 feet to the point of beginning.
TRACT 2: BEGINNING at the Northeast corner of the property acquired by the Board of Education of Jefferson County, Kentucky from Sherley Terry
and wife, by Deed dated March 25, 1961, of record in Deed Book 3684, Page 527, in the Office of the Clerk of Jefferson County, Kentucky; thence
Southwardly along the Easterly boundary line of said former Terry Farm for a distance of 100 feet and extending back between parallel lines, South 56
degrees 40 minutes East in the J.S. Shipley Farm for a distance of 107 feet to the Westerly line of Sandray Boulevard, of extended Southwardly in a
straight line into the Shipley Farm, the Northerly boundary of said plot of ground to be acquired is coincident with the Southerly line of Valley Village
Subdivision at this location.
TOGETHER WITH the right to use as a permanent easement for ingress and egress, roadway, water, gas, sewer drainage and other utility purposes over,
across, under and through an additional tract of land, more particularly described as follows:
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TRACT 3: BEGINNING at the Northeast corner of the parcel above described (Tract 2) in the southerly line of Valley Village Subdivision at the
intersection of the Westerly line of Sandray Boulevard; thence Southwardly along the Easterly line of the above described parcel (Tract 2) for a
distance of 100 feet; thence extending back between parallel lines for a distance of 60 feet into the J.S. Shipley Farm, the Northerly boundary of said
easement being coincident with the Southerly terminus boundary of Sandray Boulevard and the Easterly line of said easement being the straight
extension of the Easterly line of Sandray Boulevard, if extended Southwardly.
TRACT 4: BEGINNING at a point in the Northeast line of the tract conveyed to Board of Education, by Deed of record in Deed Book 3684, Page 527,
in the Office of the Clerk of Jefferson County, Kentucky; said point being South 56 degrees 40 minutes East 258.48 feet from the Northwest corner of
the tract conveyed to the Jefferson County Community Improvement District, by Deed of record in Deed Book 4812, Page 996, in the office aforesaid;
thence with lines of said last mentioned tract the following courses and distances: South 19 degrees 30 minutes 51 seconds West 65.65 feet; South 70
degrees 29 minutes 9 seconds East 25 feet; South 19 degrees 30 minutes 51 seconds West 583.71 feet; South 20 degrees 56 minutes 26 seconds West
42.21 feet; South 22 degrees 22 minutes 1 second West 591.85 feet to the Southwest line of tract conveyed to Board of Education, by Deed aforesaid;
thence with said line, South 56 degrees 45 minutes East 681.91 feet to a corner of said tract; thence with same, North 31 degrees 13 minutes East
177.90 feet to the Southwest line of the tract conveyed to The County of Jefferson, Kentucky, by Deed of record in Deed Book 4009, Page 98, in the
office aforesaid; thence with lines of said tract, North 56 degrees 45 minutes West 427.61 feet, and North 17 degrees 39 minutes East 1101.08 feet to
the Northeast line of the tract conveyed to Board of Education, by Deed aforesaid; thence with same, North 56 degrees 40 minutes West 441.52 feet to
the point of beginning.
TRACTS 1, 2, 3 and 4 BEING a portion of the same property conveyed to Louisville Gas and Electric Company by Deed dated December 8, 2017, of
record in Deed Book 11043, Page 235, in the Office of the Clerk of Jefferson County, Kentucky.
Shelby County, Kentucky:
Being a tract of land situated on the south side of the R.J. Corman Railroad and on the east side of Conner Station Road in Shelby County, Kentucky
and being more particularly described as follows:
Beginning at a set Railroad Spike in the center of Conner Station road and in the south right of way of the R.J. Corman Railroad, 33 feet south of the
center of tracks; thence with the center of Conner Station Road South 18°19’57” East, a distance of 113.01 feet to a set Magnetic Nail with plastic disc
stamped #2123 and being typical of set Magnetic Nails this survey; thence South 16°21’24” East, a distance of 152.42 feet to a set Magnetic Nail;
thence South 14°39’40” East, a distance of 152.23 feet to the beginning of a curve concave to the northeast having a radius of 237.06 feet and a central
angle of 27°54’33” and being subtended by a chord which bears South 32°45’59” East 114.33 feet; thence southerly and southeasterly along said
curve, a distance of 115.47 feet to a set Magnetic Nail; thence South 50°44’47” East, a distance of 425.67 feet to a set
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Magnetic Nail and being a corner common to Tract 1 and 2; thence continuing with the center of said road along a curve to the right along a chord
bearing of South 10°04’19” East, a chord distance of 160.32 feet and along the curve a distance of 169.43’ to a set Magnetic Nail; thence South
18°23’26” West, a distance of 254.24 feet to a set Magnetic Nail; thence South 17°31’34” West, a distance of 200.05 feet to a set Magnetic Nail;
thence South 19°17’16” West, a distance of 206.49 feet to a set Magnetic Nail and the beginning of a curve concave to the northwest having a radius
of 1127.14 feet and a central angle of 13°01’04” and being subtended by a chord which bears South 24°00’23” West 255.54 feet; thence southerly and
southwesterly along said curve, a distance of 256.09 feet to a set Magnetic Nail and being a corner common to Tract 2 and Tract 3 and the True Point of
Beginning; thence with the line of Tract 3 South 73°11’03” East, a distance of 30.63 feet to a set rebar; thence South 73°11’03” East, a distance of
365.90 feet to a set rebar; thence South 74°23’30” East, a distance of 415.70 feet to a set rebar; thence North 18°53’29” East, a distance of 13.51 feet to
a set rebar, thence South 77°02’05” East, a distance of 649.10 feet to a set rebar in the west line of Whitney Young Manpower Center property (Db 128,
Pg. 391); thence with the line of Whitney Young South 08°07’55” West, a distance of 976.76 feet to a found 1 ⁄2 inch rebar of unknown origin, said
rebar being in the North right of way of Interstate 64 as conveyed to the Commonwealth of Kentucky in Deed Book 146, Page 49; thence with said
right of way North 73°48’42” West, a distance of 824.47 feet to a set rebar and being the beginning of a curve tangent to said line; thence westerly a
distance of 974.30 feet along the curve concave to the south, having a radius of 11609.16 feet and a central angle of 4°48’31” to a point of cusp and a
set magnetic nail in the concrete base of fence post; thence North 32°37’16” East, a distance of 76.83 feet to a set rebar; thence North 57°22’44” West,
a distance of 30.00 feet to a set magnetic nail in the center of Conner Station Road; thence with the center of said road North 31°36’23” East, a distance
of 257.13 feet to a set magnetic nail; thence North 29°26’34” East, a distance of 121.04 feet to a set magnetic nail; thence North 28°26’14” East, a
distance of 522.14 feet to the point of beginning and containing 35.17 Acres.
BEING the same property conveyed to Louisville Gas and pursuant to Deed dated June 26, 2018, and recorded in Deed Book 639, Page 369 in the
Office of the Clerk of Shelby County, Kentucky.
Trimble County, Kentucky:
Beginning at a point in the centerline of Ogden Ridge Road, said point being:
•

The Northeast corner of property being described

•

Being the Northwest corner of Howard Leach et. ux (D.B. 38, Pg. 489)

•

N22°05’03“W —19.68 feet from a 1 ⁄2 ” Rebar Found PLS# 3868 on the eastern boundary line of the property being described

•

having KY North Zone (NAD83) coordinates of N=401277.33 E=1312179.81

•

lying near the community of Bedford, Trimble County, Kentucky

•

and being the POINT OF BEGINNING for this description
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Thence leaving the centerline of Ogden Ridge Road and with the eastern boundary line of the property being described and the western boundary line
Howard Leach et. ux (D.B. 38, Pg. 489), S22°05’03“E – passing an 1 ⁄2 ” Rebar Found PLS# 3868 at 19.68 feet and continuing 537.00 feet for a total
distance of 556.68 feet to an iron pin found, said pin being a 5/8” x 18” Rebar with Cap PLS# 3118 (hereinafter referred as IPF PLS#3118) as set on a
previous survey of an adjoining property, said pin being the Northeastern corner of Lousiville Gas & Electric Co (Mahoney Tract, D.B. 132, Pg. 407)
and being on the western boundary line of Howard Leach et. ux (D.B. 38, Pg. 489);
Thence leaving the western boundary line of Howard Leach and with the northern boundary line of the Louisville Gas & Electric Co (Mahoney Tract,
D.B. 132, Pg. 407), S67°51’10“W—585.07 feet to a IPF PLS# 3118, said pin on the northern boundary line of the Louisville Gas & Electric Co
(Mahoney Tract, D.B. 132, Pg. 407) and being the Southeast corner of Louisville Gas & Electric Co. (Boldery Tract, D.B. 139, PG. 593);
Thence leaving the line of the Louisville Gas & Electric Co (Mahoney Tract, D.B. 132, Pg. 407) and with the Louisville Gas & Electric Co. (Boldery
Tract, D.B. 139, PG. 593) the following nine (9) courses:
N20°14’57“W - 91.00 feet to an IPF PLS# 3118,
S67°51’10“W - 294.99 feet to an IPF PLS# 3118,
N20°14’57“W - 267.30 feet to an IPF PLS# 3118,
N12°44’35“E - 23.01 feet to an IPF PLS# 3118,
N32°38’55“E - 19.50 feet to an IPF PLS# 3118,
N57°21’35“E - 21.33 feet to an IPF PLS# 3118,
N65°05’03“E - 63.79 feet to an IPF PLS# 3118,
N44°38’41“E - 20.75 feet to an IPF PLS# 3118, and
N28°19’06“E - 17.61 feet to an IPF PLS# 3118, said pin being 30’ from the centerline of Ogden Ridge Road, said pin being the Northeast corner of
Louisville Gas & Electric Co. (Boldery Tract, D.B. 139, PG. 593);
Thence leaving the Louisville Gas & Electric Co. (Boldery Tract, D.B. 139, PG. 593), N17°49’27“W—30.62 feet to a point in the centerline of Ogden
Ridge Road;
Thence with the centerline of Odgen Ridge Road the following five (5) courses:
N72°10’33“E - 11.93 feet to a point,
CURVE to the LEFT having a RADIUS of 601.68 feet, CHORD BEARING & DISTANCE of N60°53’48”E – 235.36 feet to a point,
N49°37’03”E – 135.99 feet to a point,
CURVE to the RIGHT having a RADIUS of 715.18 feet, CHORD BEARING & DISTANCE of N57°34’38”E – 198.07 feet to a point and
N65°32’13”E – 150.61 feet to the POINT OF BEGINNING and containing 9.090 acres by survey.
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This description prepared from a physical survey conducted by Douglas G. Gooch, AGE Engineering Services Inc., P.L.S. #3118, on the May 31, 2018.
BEING the same property conveyed to Louisville Gas and Electric Company by Deed dated June 14, 2018 and recorded in Deed Book 149, Page 132
in the Office of the Clerk of Trimble County, Kentucky.
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EXHIBIT D

LOUISVILLE GAS AND ELECTRIC COMPANY

Generating Facilities

Schedule of additional generating stations located in the Commonwealth of Kentucky
1.

An undivided 39% interest in the Brown Solar facility of the E.W. Brown Generating Station located in Mercer County, Kentucky, the
remaining 61% interest in such facility being owned by Kentucky Utilities Company.
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Exhibit 4(b)

KENTUCKY UTILITIES COMPANY
TO
THE BANK OF NEW YORK MELLON,
Trustee

Supplemental Indenture No. 7
dated as of March 1, 2019

Supplemental to the Indenture
dated as of October 1, 2010

Increasing the Aggregate Principal Amount
of the Securities of Series 7 under the Indenture
designated
First Mortgage Bonds, 4.375% Series due 2045

P

SUPPLEMENTAL INDENTURE NO. 7
SUPPLEMENTAL INDENTURE No. 7, dated as of the first day of March, 2019, made and entered into by and between KENTUCKY UTILITIES
COMPANY, a corporation duly organized and existing under the laws of the Commonwealths of Kentucky and Virginia, having its principal corporate
offices at One Quality Street, Lexington, Kentucky 40507 (hereinafter sometimes called the “Company”), and THE BANK OF NEW YORK MELLON,
a New York banking corporation, having its principal place of business and corporate trust office at 240 Greenwich Street, 7E, New York, New York
10286 (hereinafter sometimes called the “Trustee”), as Trustee under the Indenture, dated as of October 1, 2010 (hereinafter called the “Original
Indenture”), between the Company and said Trustee, as heretofore supplemented, this Supplemental Indenture No. 7 being supplemental thereto. The
Original Indenture, as heretofore supplemented, and this Supplemental Indenture No. 7 are hereinafter sometimes, collectively, called the “Indenture.”

Recitals of the Company
The Original Indenture was authorized, executed and delivered by the Company to provide for the issuance from time to time of its Securities
(such term and all other capitalized terms used herein without definition having the meanings assigned to them in the Original Indenture), to be issued
in one or more series as contemplated therein, and to provide security for the payment of the principal of and premium, if any, and interest, if any, on
such Securities.
The Company has heretofore executed and delivered supplemental indentures for the purpose of creating series of Securities as set forth in
Exhibit A hereto.
The Original Indenture and Supplemental Indentures Nos. 1 through 5, and financing statements in respect thereof, have been duly recorded and
filed in the various official records in the Commonwealth of Kentucky as set forth in Supplemental Indenture No. 6.
Supplemental Indenture No. 6 has been duly recorded and filed in the various official records in the Commonwealth of Kentucky as set forth in
Exhibit B hereto.
Pursuant to Article Three of the Original Indenture and Supplemental Indenture No. 4 dated as of September 1, 2015 (“Supplemental Indenture
No. 4”), the Company established a series of Securities, such series of Securities hereinafter sometimes called the “Securities of Series No. 7”.
As contemplated in Section 301 of the Original Indenture and Section 102 of Supplemental Indenture No. 4, the Company wishes to increase the
limitation on the aggregate principal amount of the Securities of Series No. 7 and provide for the issuance of additional Securities of such series. The
Company has duly authorized the execution and delivery of this Supplemental Indenture No. 7 to increase such limitation, provide for the issuance of
additional Securities (“Additional Securities”) of such series and specify certain provisions to be applicable to the Additional Securities, and has duly
authorized the issuance of such Additional Securities; and all acts necessary to make this Supplemental Indenture No. 7 a valid agreement of the
Company, and to make the Additional Securities of Series No. 7 valid obligations of the Company, have been performed.
NOW, THEREFORE, THIS SUPPLEMENTAL INDENTURE NO. 7 WITNESSETH, that, for and in consideration of the premises and of the
purchase of the Additional Securities by the Holders thereof and in order to secure the payment of the principal of and premium, if any, and interest, if
any, on all Securities from time to time Outstanding and the performance of the covenants therein and in the Indenture contained, the Company hereby
grants, bargains, sells, conveys, assigns, transfers, mortgages,
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pledges, sets over and confirms to the Trustee, and grants to the Trustee a security interest in and lien on (a) the Company’s right, title and interest in
the real property specifically referred to in Exhibit C attached hereto and incorporated herein by reference and all right, title and interest of the
Company in and to all property personal and mixed located thereon (other than Excepted Property) and (b) the Company’s right, title and interest in
the generating stations described in Exhibit D hereto, as and to the extent, and subject to the terms and conditions, set forth in the Original Indenture;
and it is further mutually covenanted and agreed as follows:

ARTICLE ONE
ADDITIONAL SECURITIES OF SERIES NO. 7
SECTION 101. Additional Securities of Series No. 7.
The Additional Securities of Series No. 7, which is designated “First Mortgage Bonds, 4.375% Series due 2045,” shall:
(a) be issued in the aggregate principal amount of $300,000,000 so that the aggregate principal amount of Securities of Series No. 7 shall
be limited to $550,000,000 (except as contemplated in Section 301(b) of the Original Indenture); provided, however, that, as contemplated in the
last paragraph of Section 301 of the Original Indenture, additional Securities of such series may be subsequently issued from time to time,
without any consent of Holders of the Securities of such series, if and to the extent that, prior to each such subsequent issuance, the aggregate
principal amount of the additional Securities then to be issued shall have been set forth in a Supplemental Indenture, and, thereupon, the
Securities of such series shall be limited to such aggregate principal amount as so increased (except as aforesaid and subject to further such
increases);
(b) be dated September 28, 2015;
(c) have a Stated Maturity of October 1, 2045, subject to prior redemption or purchase by the Company; and
(d) have such additional terms and be in such form, as were established for the Securities of Series No. 7 in the Officer’s Certificate dated
September 28, 2015 as contemplated in Sections 201 and 301 of the Original Indenture (the “Original Officer’s Certificate”), and such additional
provisions as shall be set forth herein and in an Officer’s Certificate supplemental to the Original Officer’s Certificate as contemplated by
Section 301 of the Original Indenture and such Original Officer’s Certificate.

ARTICLE TWO
MISCELLANEOUS PROVISIONS
SECTION 201. Single Instrument.
This Supplemental Indenture No. 7 is an amendment and supplement to the Original Indenture as heretofore amended and supplemented. As
amended and supplemented by this Supplemental Indenture No. 7, the Original Indenture, as heretofore supplemented, is in all respects ratified,
approved and confirmed, and the Original Indenture, as heretofore supplemented, and this Supplemental Indenture No. 7 shall together constitute the
Indenture.
2
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SECTION 202. Effect of Headings.
The Article and Section headings in this Supplemental Indenture No. 7 are for convenience only and shall not affect the construction hereof.

This instrument may be executed in any number of counterparts, each of which so executed shall be deemed to be an original, but all such
counterparts shall together constitute but one and the same instrument.
3
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IN WITNESS WHEREOF, the parties hereto have caused this Supplemental Indenture No. 7 to be duly executed as of the day and year first
written above.
KENTUCKY UTILITIES COMPANY
By: /s/ Daniel K. Arbough
Name: Daniel K. Arbough
Title: Treasurer
ATTEST:
/s/ Christopher M. Garrett
Name: Christopher M. Garrett
Title: Controller
[Signature Page to Supplemental Indenture No. 7 – Kentucky Utilities Company]
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THE BANK OF NEW YORK MELLON, as Trustee
By: /s/ Laurence J. O’Brien
Name: Laurence J. O’Brien
Title: Vice President
[Signature Page to Supplemental Indenture No. 7 – Kentucky Utilities Company]
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COMMONWEALTH OF KENTUCKY )
) ss.:
COUNTY OF JEFFERSON
)
On this 20th day of March, 2019, before me, a notary public, the undersigned, personally appeared Daniel K. Arbough, who acknowledged
himself to be the Treasurer of KENTUCKY UTILITIES COMPANY, a corporation of the Commonwealths of Kentucky and Virginia and that he, as such
Treasurer, being authorized to do so, executed the foregoing instrument for the purposes therein contained, by signing the name of the corporation by
himself as Treasurer.
In witness whereof, I hereunto set my hand and official seal.
/s/ Betty L. Brinly
Notary Public
[Seal]
[Signature Page to Supplemental Indenture No. 7 – Kentucky Utilities Company]
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STATE OF NEW JERSEY
COUNTY OF PASSAIC

)
)
)

ss.:

On this 19th day of March, 2019, before me, a notary public, the undersigned, personally appeared Laurence J. O’Brien, who acknowledged
himself to be a Vice President of THE BANK OF NEW YORK MELLON, a corporation and that he, as Vice President, being authorized to do so,
executed the foregoing instrument for the purposes therein contained, by signing the name of the corporation by himself as Vice President.
In witness whereof, I hereunto set my hand and official seal.
By: /s/ Rosemarie Socorro-Garcia
Rosemarie Socorro-Garcia
Notary Public – State of New Jersey
My Commission Expires
December 5, 2021
[Seal]
The Bank of New York Mellon hereby certifies that its precise name and address as Trustee hereunder are:
The Bank of New York Mellon
240 Greenwich Street, 7E
New York, New York 10286
Attn: Corporate Trust Administration
THE BANK OF NEW YORK MELLON, as Trustee
By: /s/ Laurence J. O’Brien
Name: Laurence J. O’Brien
Title: Vice President
[Signature Page to Supplemental Indenture No. 7 – Kentucky Utilities Company]
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CERTIFICATE OF PREPARER
The foregoing instrument was prepared by:
James J. Dimas, Senior Corporate Attorney
Kentucky Utilities Company
220 West Main Street
Louisville, Kentucky 40202
/s/James J. Dimas
James J. Dimas
[Signature Page to Supplemental Indenture No. 7 – Kentucky Utilities Company]
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EXHIBIT A

KENTUCKY UTILITIES COMPANY

Bonds Issued and Outstanding
under the Indenture

Supplemental
Indenture No.

Dated as of

1
2

October 15, 2010
November 1, 2010

3
4

November 1, 2013
September 1, 2015

Series
No.

1
2
3
4
5
6
7

5
August 1, 2016

8

August 1, 2018

9

6
1

Principal
Amount
Outstanding 1

Series Designation

Date of Securities

Principal
Amount Issued

Collateral Series 2010
1.625% Series due 2015
3.250% Series due 2020
5.125% Series due 2040
4.65% Series due 2043
3.30% Series due 2025
4.375% Series due 2045
Collateral Series
2016CCA
Collateral Series
2018CCA

October 28, 2010
November 16, 2010
November 16, 2010
November 16, 2010
November 14, 2013
September 28, 2015
September 28, 2015

$350,779,405
$250,000,000
$500,000,000
$750,000,000
$250,000,000
$250,000,000
$250,000,000

$227,977,405
$
0
$500,000,000
$750,000,000
$250,000,000
$250,000,000
$250,000,000

August 25, 2016

$ 96,000,000

$ 96,000,000

September 5, 2018

$ 17,875,000

$ 17,875,000

As of March 1, 2019.
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EXHIBIT B

KENTUCKY UTILITIES COMPANY

Filing and Recording
of
Supplemental Indenture No. 6, dated as of August 1, 2018,
to
Indenture, dated as of October 1, 2010

COUNTY NAME

BOOK & PAGE NUMBER

Adair
Anderson
Ballard
Barren
Bath
Bell
Bourbon
Boyle
Bracken
Bullitt
Caldwell
Carroll
Casey
Christian
Clark
Clay
Crittenden
Estill
Fayette
Fleming
Franklin
Fulton
Gallatin
Garrard
Grayson
Green
Hardin
Harlan
Harrison
Hart
Henry
Hickman

MB 363, Pg 223
MB 603, Pg 146
MB 96, Pg 444
MB 619, Pg 57
MB 240, Pg 176
MB 352, Pg 245
MB 630, Pg 515
MB 731, Pg 364
MB 301, Pg 404
MB 792, Pg 819
MB 338, Pg 312
MB 245, Pg 423
MB 260, Pg 339
MB 1527, Pg 249
MB 882, Pg 376
MB 226, Pg 436
MB 226, Pg 755
MB V10, Pg 19 - 38
MB 9168, Pg 130
MB 354, Pg 444
MB 1464, Pg 831
MB 188, Pg 273
MB 235, Pg 424
MB 371, Pg 417
MB 23-U, Pg 210
MB 318, Pg 565
DB 1461, Pg 1096
MB 458, Pg 408
MB 415, Pg 269
MB 401, Pg 226
MB 358, Pg 887
DB 138, Pg 552
B-1
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Hopkins
Jessamine
Knox
Larue
Laurel
Lee
Lincoln
Livingston
Lyon
Madison
Marion
Mason
McCracken
McLean
Mercer
Montgomery
Muhlenberg
Nelson
Nicholas
Ohio
Oldham
Owen
Pendleton
Pulaski
Robertson
Rockcastle
Rowan
Russell
Scott
Shelby
Taylor
Trimble
Union
Washington
Webster
Whitley
Woodford

MB 1223, Pg 432
MB 1342, Pg 198
MB 454, Pg 410
MB 373, Pg 14
MB 1182, Pg 463
MB 119, Pg 105
MB 459, Pg 476
MB 314, Pg 112
MB 250, Pg 15
M 1821,Pg 755
MB 423, Pg 519
MB 452, Pg 647
MB 1575, Pg 607
MB 204, Pg 631
MB 668, Pg 443
MB 558, Pg 505
MB 703, Pg 1252
MB 1180, Pg 700
MB 165, Pg 621
MB 550, Pg 316
MB 2319, Pg 388
MB 278, Pg 399-418
DB 349, Pg 340
MB 1578, Pg 381
MB 68, Pg 219
MB 287, Pg 576
MB A397, Pg 701
MB 407, Pg 579
MC 48, Pg 302
MB 1091, Pg 432
MB 585, Pg 381
MB 221, Pg 768
MB 436, Pg 474
MB 289, Pg 76
MB 343, Pg 405
MB 632, Pg 633
MB 824, Pg 60
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EXHIBIT C

KENTUCKY UTILITIES COMPANY

Real Property

Schedule of real property owned in fee located in the Commonwealth of Kentucky
Carroll County, Kentucky:
Beginning at an iron pin with a plastic identifier cap stamped “PLS #1548” found in the north right-of-way line of US Hwy. 42, said iron pin being
approximately 3200 feet west of Montgomery Road and a corner to the property conveyed to Kentucky Utilities Company by Deed of Record in Deed
Book 71, Page 563, in the Office of the Clerk of Carroll County, Kentucky, and being further defined by Kentucky Single Zone NAD 83, coordinates
4162762.675 North and 5128934.182 East; thence leaving said north right-of-way line and running with Kentucky Utilities Company North
27º37’47” West, 451.18 feet to a found iron pin with a plastic identifier cap stamped “PLS #3118”; thence leaving Kentucky Utilities Company and
running along two new lines across the parent tract North 63º26’09” East, 829.25 feet to a found iron pin with a plastic identifier cap stamped “PLS
#3118” and South 29º37’34” East, 414.50 feet to a point in the aforesaid north right-of-way line of US Hwy. 42, said point being North 28º 37’07”
West, 0.27 feet from a found MAG Nail with identifier disc #3118; thence with said right-of-way line, along a curve to the right having a radius of
22,883.00 feet, an arc length of 633.77 feet and a chord of South 60º42’43” West, 633.75 feet to a found 5/8” re-bar; thence continuing with said
right-of-way line South 61º30’16” West, 210.08 feet to the beginning, containing 8.351 Acres.
Unless otherwise noted, all aforesaid set iron pins are 5/8” re-bar, 18” in length, with a plastic identifier cap stamped “K. Crowe 2957”.
BEING the same property conveyed to Kentucky Utilities Company by Deed dated November 13, 2018, recorded in Deed Book 210, Page 67, in the
Office of the Clerk of Carroll County, Kentucky.
Hardin County, Kentucky:
Beginning at a stake in the North right of way line of Mulberry Street 219 feet Westwardly from the end of Green Hills Subdivision; thence N 37° 01’
W 179 feet; thence S 74° 47’ W 80.78 feet; thence S 37° 01’ E 149 feet to the North right of way line of Mulberry Street; thence with said right of way
line N 52° 59’ E 75 feet to the beginning, and being Lot Nos 7,8,9 of Block G, of Green Hills Subdivision to Elizabethtown, Hardin County, Kentucky
as per plat of said Subdivision recorded in Deed Book 102, Page 484 and transferred to Plat System 11A, in the office of the Clerk of Hardin County
Court.
The above legal description is replaced by the following legal description prepared from a physical survey conducted by David L. King II, AGE
Engineering Services, Inc., Ky. P.L.S. #3916, dated September 26, 2018:
BEGINNING at a 1 ⁄2 ” Rebar with No Identification Cap, said pin being:
•

the southernmost corner of the property being surveyed

•

the easternmost Corner of Lloyd Harlan Funkhouser (D.B. 1274, Page 485)
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•

having KY State Plane Coordinate System – South Zone (NAD83) coordinates of N=2139097.15, E=1611608.05

•

being approximately 950’ Northeast from the intersection of centerline of Panther Lane and N. Mulberry Street

•

lying on the northern edge of right-of-way of N. Mulberry Street (as shown on plat of Green Hills Subdivision, Plat File 11-A)

•

being 40’ Northwest from the centerline of N. Mulberry Street

•

lying in Elizabethtown, Nelson County, Kentucky

•

and being the POINT OF BEGINNING for this description.

Thence leaving the northern edge of right-of-way of N. Mulberry Street (Plat File 11-A) and with the line of Lloyd Harlan Funkhouser (D.B. 1274, Page
485), N36°08’12”W – 150.93 feet to a 2-1 ⁄2 ” x 1 ⁄4 ” Mag Nail Set with Washer Stamped (PLS # 3916), said Mag Nail being the Northern most corner of
Lloyd Harlan Funkhouser (D.B. 1274, Page 485) and being on the southeastern boundary line of the Hardin County Water District No. 2 (D.B. 1402,
Page 128);
Thence leaving the line of Lloyd Harlan Funkhouser (D.B. 1274, Page 485) and with first the line Hardin County Water District No. 2 (D.B. 1402, Page
128) and second the line of Elizabethtown Independent School District Finance Corp (D.B. 919, Page 109), N32°32’38”E – 80.27 feet to an iron pin set
(5/8” x 18” rebar with aluminum cap bearing PLS-3916, as will be typical for all set corner monuments), said pin being on the southeastern line of the
Elizabethtown Independent School District Finance Corp (D.B. 919, Page 109) and being the western most corner of Kentucky Utilities Company (D.B.
730, Page 265);
Thence leaving the line of the Elizabethtown Independent School District Finance Corp (D.B. 919, Page 109) and with the southwestern line of
Kentucky Utilities Company (D.B. 730, Page 265), S36°08’12”E – passing an old wood post online at 95.81 feet and continuing an additional 83.81
feet for a total distance of 179.62 feet to an iron pin set, said pin set being S36°08’12”E – 0.36 feet from a 1 ⁄4 ” Rebar found, said pin set being the
Southeast Corner of Kentucky Utilities Company (D.B. 730, Page 265) and being on the northern edge of right-of-way of N. Mulberry Street (as shown
on plat of Green Hills Subdivision, Plat File 11-A), said pin set being 40’ Northwest from the centerline of N. Mulberry Street;
Thence leaving the line of Kentucky Utilities Company (D.B. 730, Page 265) and with the northern edge of right-of-way of N. Mulberry Street (as
shown on plat of Green Hills Subdivision, Plat File 11-A), S53°28’50”W – 74.77 feet to the Point of Beginning and containing 0.284 acres by survey.
Being TRACT 1 on the survey plat attached to the Deed of record in Deed Book 1463, Page 1138, in the Office of the Clerk of Hardin County,
Kentucky, and being the same property conveyed to Kentucky Utilities Company by Deed dated October 16, 2018, of record in Deed Book 1463, Page
1138 in the Office of the Clerk of Hardin County, Kentucky.
Pulaski County, Kentucky:
Ikerd Tract:
This being a landlocked parcel from that property acquired by Jerry S. Ikerd and Brenda Ikerd, Trustees of the Jerry S. and Brenda Ikerd Trust, U.T.D.
October 24, 1996, by Deed dated June 22, 2017, of record in Deed Book 984, Page 602, in the Office of the Clerk of Pulaski County, Kentucky, and
shown as Tract A on the Minor Severance Plat attached hereto as Exhibit A-1. Said Property being more particularly described as:
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Beginning at an Iron Pin Found PLS# 2463 at the southwest corner of the Parent Tract of J.S.I. Investments Limited Partnership. This pin is
approximately 413.2 feet (measured perpendicular to centerline) east of the centerline of KY Highway 39 and approximately 232.5 feet (measured
perpendicular to centerline) North of the centerline of Quarry Road, in Somerset, Kentucky. Said pin having Kentucky State Plane Coordinate System
(South Zone) coordinates of Northing = 1922849.92 and Easting = 1975183.18, and being on the north property line of a parcel owned by the estate of
James Lee Stewart D.B. 385, PG. 322 (also see Master Commissioner’s D.B. 011, PG. 329), and being the Southeast corner of Strack Apartments D.B
687, Pg. 656 and being the Point of Beginning for this description; Thence leaving the north line of the Stewart Estate and first with the east line of
Strack Apartments D.B 687, Pg. 656, and secondly with the east line of Strack Apartments D.B. 939, Pg. 582 N10°06’21“E 163.95 feet to an iron pin set
(18“x 5/8” iron rebar with a 2” aluminum cap stamped Douglas G. Gooch PLS #3118 as will be typical for all set corner monuments unless otherwise
defined); Thence leaving the line of Strack Apartments and across the parent tract with a new line to the parent tract 574°23’23“E 153.73 feet to and
iron pin set, the northeast corner of the parcel being created this day; Thence first with the parent tract and secondly with the west line of James’s
Towing & Recovery LLC D.B. 987, Pg. 611, Tract 2 S23°37’32“W (passing an iron pin found PLS 3630 at 1.73’ and passing an iron pin found PLS
3630 at 167.33’) for a total of 167.86 feet to an iron pin set on the north line of a piece of property once owned by Susie Wright D.B. 58, Pg. 396
(current ownership cannot be determined but this property may be claimed by Jerry Ikerd); Thence with the north line of Susie Wright and James Lee
“Jimmie” Stewart N72°52’44“W 114.63 feet to the point of beginning and containing 0.507 acres by survey.
This description is prepared from a physical survey conducted by AGE Engineering Services Inc., on October 31, 2018. All bearings are based on Grid
North of the Kentucky State Plane Coordinator System South Zone.
BEING the same property conveyed to Kentucky Utilities Company by Deed dated January 24, 2019, recorded in Deed Book 990, Page 685, in the
Office of the Clerk of Pulaski County, Kentucky.
Stewart Tracts:
Parcel 1:
Being Tracts 1 and 3 on the Plat of record in Plat Cabinet F, Slide 173D, in the Office of the Clerk of Pulaski County, Kentucky.
BEING the same property conveyed to Kentucky Utilities Company by Deed dated January 23, 2019, recorded in Deed Book 991, Page 58, in the
Office of the Clerk of Pulaski County, Kentucky.
Parcel 2:
Being Tract 2 on the Plat of record in Plat Cabinet F, Slide 173D, in the Office of the Clerk of Pulaski County, Kentucky.
BEING the same property conveyed to Kentucky Utilities Company by Deed dated January 23, 2019, recorded in Deed Book 991, Page 67, in the
Office of the Clerk of Pulaski County, Kentucky.
C-3

P

Scott County, Kentucky:
BEING TRACT 1 on the Minor Subdivision Plat dated November 15, 2018, as approved by the Georgetown-Scott County Planning Commission on
November 16, 2018, of record in Plat Cabinet 12, Slide 179, in the Office of the Clerk of Scott County, Kentucky.
TRACT 1 is more particularly described as follows:
COMMENCING at an 5/8” iron pin found (PLS #2536), said iron pin being a corner to the parent tract and being 20’ northeast from the existing
centerline of US-460 (aka Frankfort Road), said iron pin having Kentucky State Plane Coordinate System – North Zone Coordinates of N=257989.36,
E=1508681.22;
Thence leaving said iron pin and running along the parent tract the following three courses: S07°13’40”W – 20.00 feet a point, said point being in the
existing centerline of US-460 (aka Frankfort Road), thence along the existing centerline of US-460 (aka Frankfort Road) S86°58’41”E – 309.56 feet a
set MAG Nail with Washer bearing PLS # 4048, said MAG Nail being a corner to Tract 2 (a Tract dedicated to right-of-way of US-460 as shown on the
Plat of record in Plat Cabinet 12, Slide 179), thence leaving the existing centerline of US-460 (aka Frankfort Road) and along Tract 2 N07°35’34”E –
20.07 feet to an iron pin set (All corners monuments referred to herein as iron pins set are 5/8” x 18” iron rebar with 2” aluminum survey cap bearing
P.L.S. #4048), said iron pin being the southwest most corner of the tract being surveyed and the northwest corner of Tract 2 (a Tract dedicated to
right-of-way of US-460) and being 20.00 feet from the existing centerline of US-460 (aka Frankfort Road) and having Kentucky State Plane Coordinate
System – North Zone Coordinates of N=257973.09, E=1508990.49 lying in Scott County, Kentucky and being the Point of Beginning for this
description;
Thence leaving Tract 2 (a Tract dedicated to right-of-way of US-460) and along a new division line with the parent tract the following four courses:
N07°35’34”E – 878.99 feet to an iron pin set, S81°51’38”E – 246.13 feet to an iron pin set, S07°52’06“W – 407.58 feet to an iron pin set and
S06°54’42“W – 448.23 feet to an iron pin set, said iron pin being the southeast most corner of the tract being surveyed and the northeast corner of
Tract 2 (a Tract dedicated to right-of-way of US-460) and being 20’ northeast from the existing centerline of US-460 (aka Frankfort Road);
Thence along Tract 2 (a Tract dedicated to right-of-way of US-460) and 20’ parallel to the existing centerline of US-460 (aka Frankfort Road) the
following two courses: N87°29’15“W – 75.85 feet to a point and N87°03’39“W – 174.50 feet to the Point of Beginning and containing 4.901 acres by
survey.
This description prepared from a physical survey conducted by John Henry Russell, AGE Engineering Services, Inc., Kentucky P.L.S. #4048, dated the
2nd day of October, 2018.
BEING the same property conveyed to Kentucky Utilities Company by Deed dated November 30, 2018, recorded in Deed Book 402, Page 114, in the
Office of the Clerk of Scott County, Kentucky.
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EXHIBIT D

KENTUCKY UTILITIES COMPANY

Generating Facilities

Schedule of additional generating stations located in the Commonwealth of Kentucky
1.

An undivided 61% interest in the Brown Solar facility of the E.W. Brown Generating Station located in Mercer County, Kentucky, the remaining
39% interest in such facility being owned by Louisville Gas and Electric Company.
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Exhibit 4(c)
LOUISVILLE GAS AND ELECTRIC COMPANY
OFFICER’S CERTIFICATE
(under Sections 201 and 301 of the Indenture, dated as of October 1, 2010)
Establishing the Form and Certain Terms of the
First Mortgage Bonds, 4.25% Series due 2049
The undersigned Daniel K. Arbough, the Treasurer of LOUISVILLE GAS AND ELECTRIC COMPANY (the “Company”), in accordance with
Sections 201 and 301 of the Indenture, dated as of October 1, 2010 (the “Original Indenture”), as amended and supplemented by various instruments
including Supplemental Indenture No. 7, dated as of March 1, 2019 (as so amended and supplemented, the “Indenture”), of the Company to The Bank
of New York Mellon, trustee (the “Trustee”), does hereby establish, for the Securities of Series No. 9, established in Supplemental Indenture No. 7, the
terms and characteristics set forth in this Officer’s Certificate (capitalized terms used herein and not defined herein having the meanings specified in the
Original Indenture).

PART I
Set forth below in this Part I are the terms and characteristics of the aforesaid series of Securities referred to in clauses (a) through (u) in the third
paragraph of Section 301 of the Indenture (the lettered clauses set forth herein corresponding to such clauses in said Section 301):
(a)

the title of the Securities of such series shall be “First Mortgage Bonds, 4.25% Series due 2049” (the “Bonds”), and the date of the Bonds
shall be April 1, 2019;

(b)

the aggregate principal amount of Bonds which may be authenticated and delivered under the Indenture shall be limited as and to the
extent set forth in Supplemental Indenture No. 7 and any subsequent supplemental indenture relating thereto;

(c)

interest on the Bonds shall be payable to the Person or Persons in whose names the Bonds are registered at the close of business on the
Regular Record Date for such interest, except as otherwise expressly provided in the form of Bond attached hereto and hereby authorized
and approved;

(d)

the principal of the Bonds shall be due and payable on April 1, 2049; and the Company shall not have the right to extend the Maturity of
the Bonds as contemplated in Section 301(d) of the Indenture;

(e)

the Bonds shall bear interest at a fixed rate of 4.25% per annum; interest on the Bonds shall accrue from the date or dates specified in the
form of Bond attached hereto as Exhibit A; the Interest Payment Dates for the Bonds shall be April 1 and October 1 of each year,
commencing October 1, 2019; the Regular Record Date for the interest payable on any Interest Payment Date with respect to the Bonds
shall be the March 15 or September 15 (whether or not a Business Day) immediately preceding such Interest Payment Date; and the
Company shall not have any right to extend any interest payment periods for the Bonds as contemplated in Sections 301(e) and 312 of the
Indenture;
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(f)

the Corporate Trust Office of the Trustee in New York, New York shall be the office or agency of the Company at which the principal of and
any premium and interest on the Bonds at Maturity shall be payable, at which registration of transfers and exchanges of the Bonds may be
effected and at which notices and demands to or upon the Company in respect of the Bonds and the Indenture may be served; and the
Trustee will initially be the Security Registrar and the Paying Agent for the Bonds; provided, however, that the Company reserves the right
to change, by one or more Officer’s Certificates, any such office or agency and such agent;

(g)

the Bonds shall be redeemable, in whole or in part, at the option of the Company as and to the extent provided, and at the price or prices set
forth, in Exhibit A hereto;

(h)

inapplicable;

(i)

the Bonds shall be issuable in denominations of $2,000 and integral multiples of $1,000 in excess thereof;

(j)

inapplicable;

(k)

inapplicable;

(l)

inapplicable;

(m)

inapplicable;

(n)

inapplicable;

(o)

inapplicable;

(p)

the only obligations or instruments which shall be considered Eligible Obligations in respect of the Bonds shall be Government
Obligations; and the provisions of Section 901 of the Original Indenture and Section 201 of Supplemental Indenture No. 7 shall apply to
the Bonds;

(q)

reference is made to Part II of this Officer’s Certificate;

(r)

reference is made to clause (q) above; no service charge shall be made for the registration of transfer or exchange of the Bonds; provided,
however, that the Company may require payment of a sum sufficient to cover any tax or other governmental charge that may be imposed in
connection with the exchange or transfer;

(s)

inapplicable;

(t)

inapplicable; and

(u)

except as otherwise determined by the proper officers of the Company and established in one or more Officer’s Certificates supplemental to
this Officer’s Certificate, the Bonds shall be substantially in the form of the form of Bond attached hereto as Exhibit A, which form is
hereby authorized and approved, and shall have such further terms as are set forth in such form.
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PART II
Section 1. Definitions.
For all purposes of this Officer’s Certificate, the terms listed below shall have the meanings indicated, unless otherwise expressly provided or
unless the context otherwise requires:
“Certificated Bond” means a certificated Bond registered in the name of the registered holder thereof, substantially in the form of Exhibit A
hereto except that such Bond shall not bear the Global Bond Legend.
“Custodian” means the Trustee, in its capacity as custodian for the Depositary with respect to the Bonds in global form, or any successor entity
thereto.
“Depositary” means the person designated or acting as a securities depositary for the Bonds.
“DTC” means The Depository Trust Company.
“Global Bond” means a Bond substantially in the form of Exhibit A hereto and bearing the Global Bond Legend.
“Global Bond Legend” means the legend as to the global nature of a Bond as set forth in Exhibit B hereto, which is required to be placed on all
Global Bonds.
Section 2. Global Bonds.
(a) General. The Bonds are initially to be issued and delivered in global, fully registered form, registered in the name of Cede & Co., as nominee
for DTC, which is hereby designated as the Depositary. Such Global Bonds shall not be transferable, nor shall any purported transfer be registered,
except as follows:
(i) Global Bonds may be transferred in whole, and appropriate registration of transfer effected, by the Depositary to a nominee thereof, or by
any nominee of the Depositary to any other nominee thereof, or by the Depositary or any nominee thereof to any Depositary or any nominee
thereof; and
(ii) Global Bonds may be transferred in whole, with appropriate registration of transfer effected and Certificated Bonds issued and
delivered, to the beneficial holders of the Global Bonds if:
(A) The Depositary shall have notified the Company and the Trustee that (A) it is unwilling or unable to continue to act as securities
depositary with respect to such bonds or (B) it is no longer a clearing agency registered under the Securities Exchange Act of 1934, as
amended, and, in either case, the Trustee shall not have been notified by the Company within one hundred twenty (120) days of the receipt
of such notice from the Depositary of the identity of a successor Depositary; or
(B) the Company shall have delivered to the Trustee a written order to the effect that, on and after a date specified therein, the Bonds
are no longer to be held in global form by a Depositary (subject to the procedures of the Depositary).
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In the event of a transfer of Global Bonds as contemplated in clause (ii) above, the Company will execute, and the Trustee, upon receipt of a
Company Order for the authentication and delivery of Certificated Bonds and upon surrender of such Global Bonds, will authenticate and deliver,
Certificated Bonds in an aggregate principal amount equal to the principal amount of such Global Bonds, such Certificated Bonds to be registered in
the names provided by the Depositary.
(b) Principal Amount of Global Bonds. Each Global Bond shall represent such of the outstanding Bonds as shall be specified therein, and the
aggregate principal amount of outstanding Bonds represented thereby may from time to time be reduced to reflect redemptions thereof. Any notation
on a Global Bond to reflect the amount of any decrease in the aggregate principal amount of outstanding Bonds represented thereby resulting from
such redemption shall be made by the Trustee or the Custodian, at the direction of the Trustee, in accordance with instructions given by or on behalf of
the registered holder thereof and with the applicable procedures of the Depositary.
(c) Disclaimers. Neither the Company nor the Trustee shall have any responsibility or obligation to any beneficial owner of a Global Bond, any
participant in the Depositary or any other Person with respect to the accuracy of, or for maintaining, supervising or reviewing, the records of the
Depositary or its nominee or of any participant therein or member thereof, with respect to any ownership interest in the Global Bonds or with respect to
the delivery to any participant, member, beneficial owner or other Person (other than the Depositary) of any notice (including any notice of
redemption) or the payment of any amount, on or with respect to such Global Bonds. All notices and communications required to be given to the
Holders and all payments on Global Bonds required to be made to Holders shall be given or made only to or upon the order of the registered Holders
(which shall be the Depositary or its nominee in the case of a Global Bond). The rights of beneficial owners in any Global Bond shall be exercised only
through the Depositary subject to the applicable rules and procedures of the Depositary. The Company and the Trustee may rely conclusively and shall
be fully protected in relying upon information furnished by the Depositary with respect to its members, participants and any beneficial owners. The
Trustee shall have no obligation or duty to monitor, determine or inquire as to compliance with any restrictions on transfer imposed under the
Indenture or under applicable law with respect to any transfer of any interest in any Global Bond (including any transfers between or among Depositary
participants, members or beneficial owners in any Global Bond) other than to require delivery of such certificates and other documentation or evidence
as are expressly required by, and to do so if and when expressly required by, the terms of the Indenture, and to examine the same to determine
substantial compliance as to form with the express requirements hereof.
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IN WITNESS WHEREOF, I have executed this Officer’s Certificate this 1 st day of April, 2019.
/s/ Daniel K. Arbough
Name: Daniel K. Arbough
Title: Treasurer
/s/ John R. Crockett III
Name: John R. Crockett III
Title:
General Counsel, Chief Compliance Officer and
Corporate Secretary
[Signature Page to LG&E Officer’s Certificate under Sections 201 and 301 of the Indenture]
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EXHIBIT A

[FORM OF BOND]
No.

CUSIP No.

Principal Amount of $__________________

LOUISVILLE GAS AND ELECTRIC COMPANY
FIRST MORTGAGE BOND, 4.25% SERIES DUE 2049
LOUISVILLE GAS AND ELECTRIC COMPANY, a corporation duly organized and existing under the laws of the Commonwealth of Kentucky
(herein referred to as the “Company”, which term includes any Successor Corporation under the Indenture referred to below), for value received, hereby
promises to pay to
or to its registered assigns, the principal sum of
MILLION ($

) Dollars

on April 1, 2049 (the “Stated Maturity Date”), and to pay interest on said principal sum semi-annually in arrears on April 1 and October 1 of each year
(each, an “Interest Payment Date”), at the rate of 4.25% per annum until the principal hereof is paid or made available for payment. The first Interest
Payment Date for the Securities of this series shall be October 1, 2019, and interest on the Securities of this series will accrue from and including
April 1, 2019, to and excluding the first Interest Payment Date, and thereafter will accrue from and including the last Interest Payment Date to which
interest on the Securities of this series has been paid or duly provided for. No interest will accrue on the Securities of this series with respect to the day
on which the Securities are paid.

CERTIFICATE OF AUTHENTICATION
This is one of the Securities of the series designated therein referred to in the within-mentioned Indenture.
Date of Authentication:
, as Trustee
By:
Authorized Signatory
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In the event that any Interest Payment Date is not a Business Day, then payment of interest payable on such date will be made on the next
succeeding day which is a Business Day (and without any interest or other payment in respect of such delay) with the same force and effect as if made
on the Interest Payment Date. The interest so payable, and punctually paid or duly provided for, on any Interest Payment Date will, as provided in such
Indenture, be paid to (a) the Person in whose name this Security (or one or more Predecessor Securities) is registered at the close of business on the
March 15 or September 15, whether or not a Business Day (each such date, a “Regular Record Date”), immediately preceding such Interest Payment
Date, or (b) so long as the Bonds are Global Bonds held in the name of a securities depository for the Bonds or its nominee, the Person in whose name
this Security (or one or more Predecessor Securities) is registered at the close of business on the Business Day immediately preceding such Interest
Payment Date, except that interest payable at Maturity will be payable to the Person to whom principal shall be paid. Any such interest not so
punctually paid or duly provided for will forthwith cease to be payable to the Holder on such Regular Record Date and may either be paid to the
Person in whose name this Security (or one or more Predecessor Securities) is registered at the close of business on a Special Record Date for the
payment of such Defaulted Interest to be fixed by the Trustee, notice whereof shall be given to Holders of Securities of this series not less than 10 days
prior to such Special Record Date, or be paid at any time in any other lawful manner not inconsistent with the requirements of any securities exchange
on which the Securities of this series may be listed, and upon such notice as may be required by such exchange, all as more fully provided in the
Indenture referred to herein. Interest on this Security will be computed on the basis of a 360-day year of twelve 30-day months.
Payment of the principal of and premium, if any, and interest at Maturity on this Security shall be made upon presentation of this Security at the
corporate trust office of The Bank of New York Mellon in New York, New York, or at such other office or agency as may be designated for such purpose
by the Company from time to time, in such coin or currency of the United States of America as at the time of payment is legal tender for payment of
public and private debts, and payment of interest, if any, on this Security (other than interest payable at Maturity) shall be made by check mailed to the
address of the Person entitled thereto as such address shall appear in the Security Register, provided that if such Person is a securities depositary, such
payment may be made by such other means in lieu of check as shall be agreed upon by the Company, the Trustee and such Person.
This Security is one of a duly authorized issue of securities of the Company (herein called the “Securities”), issued and issuable in one or more
series under an Indenture, dated as of October 1, 2010 (herein called the “Original Indenture” and, together with any amendments or supplements
thereto and the Officer’s Certificate establishing the terms of the Securities of this series, the “Indenture,” which term shall have the meaning assigned
to it in the Original Indenture), between the Company and The Bank of New York Mellon, as Trustee (herein called the “Trustee,” which term includes
any successor trustee under the Indenture), and reference is hereby made to the Indenture, including Supplemental Indenture No. 7 thereto, for a
statement of the property mortgaged, pledged and held in trust, the nature and extent of the security, the conditions upon which the lien of the
Indenture may be released and the respective rights, limitations of rights, duties and immunities thereunder of the Company, the Trustee and the
Holders of the Securities and of the terms upon which the Securities are, and are to be, authenticated and delivered. The acceptance of this Security by
the Holder hereof shall be deemed to constitute the consent and agreement by such Holder to all of the terms and provisions of the Indenture. This
Security is one of the series designated on the face hereof.
Prior to the Par Call Date (defined below), this Security is subject to redemption at the option of the Company, in whole at any time or in part
from time to time, at a redemption price equal to the greater of:
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(a)

100% of the principal amount of this Security to be so redeemed; and

(b)

as determined by the Quotation Agent, the sum of the present values of the remaining scheduled payments of principal and interest on the
principal amount of this Security to be so redeemed that would be due if the Stated Maturity Date of this Security were the Par Call Date
(not including any portion of such payments of interest accrued to the date of redemption) discounted to the redemption date on a semiannual basis (assuming a 360-day year consisting of twelve 30-day months) at the Adjusted Treasury Rate, plus 20 basis points,

plus, in either of the above cases, accrued and unpaid interest to the date of redemption.
Promptly after the calculation thereof, the Company shall give the Trustee written notice of the redemption price for the foregoing redemption.
The Trustee shall have no responsibility for any such calculation.
On or after the Par Call Date, this Security is subject to redemption at the option of the Company, in whole at any time or in part from time to
time, at a redemption price equal to 100% of the principal amount of this Security to be so redeemed, plus accrued and unpaid interest to the date of
redemption.
As used herein:
“Adjusted Treasury Rate” means, with respect to any redemption date, the rate per annum equal to the semi-annual equivalent yield to
maturity of the Comparable Treasury Issue, assuming a price for the Comparable Treasury Issue (expressed as a percentage of its principal
amount) equal to the Comparable Treasury Price for that redemption date.
“Comparable Treasury Issue” means the United States Treasury security selected by the Quotation Agent as having an actual or
interpolated maturity comparable to the remaining of this Security (assuming for this purpose that the Stated Maturity Date for this Security were
the Par Call Date) that would be utilized, at the time of selection and in accordance with customary financial practice, in pricing new issues of
corporate debt securities of comparable maturity to the remaining term of this Security.
“Comparable Treasury Price” means, with respect to any redemption date:
a)

the average of four Reference Treasury Dealer Quotations for that redemption date, after excluding the highest and lowest
Reference Treasury Dealer Quotations, or

b)

if the Quotation Agent obtains fewer than four Reference Treasury Dealer Quotations, the average of all Reference Treasury
Dealer Quotations so received.

“Par Call Date” means October 1, 2048.
“Quotation Agent” means one of the Reference Treasury Dealers appointed by the Company.
“Reference Treasury Dealer” means:
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a)

each of Merrill Lynch, Pierce, Fenner & Smith Incorporated and Mizuho Securities USA LLC (or their respective affiliates
that are Primary Treasury Dealers, as defined below) and a primary U.S. government securities dealer in the United States (a
“Primary Treasury Dealer”) selected by MUFG Securities Americas Inc., or their respective successors, unless any of them
ceases to be a Primary Treasury Dealer, in which case the Company shall substitute another Primary Treasury Dealer; and

b)

any other Primary Treasury Dealer selected by the Company (after consultation with the Quotation Agent).

“Reference Treasury Dealer Quotations” means, with respect to each Reference Treasury Dealer and any redemption date, the average, as
determined by the Quotation Agent, of the bid and asked prices for the Comparable Treasury Issue (expressed in each case as a percentage of its
principal amount), as provided to the Quotation Agent by that Reference Treasury Dealer at 5:00 p.m., New York City time, on the third Business
Day preceding such redemption date.
Notice of redemption shall be given by mail to Holders of Securities, not less than 30 days nor more than 60 days prior to the date fixed for
redemption, all as provided in the Indenture. As provided in the Indenture, notice of redemption at the election of the Company as aforesaid may state
that such redemption shall be conditional upon the receipt by the applicable Paying Agent or Agents of money sufficient to pay the principal of and
premium, if any, and interest, on this Security on or prior to the date fixed for such redemption; a notice of redemption so conditioned shall be of no
force or effect if such money is not so received and, in such event, the Company shall not be required to redeem this Security.
In the event of redemption of this Security in part only, a new Security or Securities of this series of like tenor representing the unredeemed
portion hereof shall be issued in the name of the Holder hereof upon the cancellation hereof.
If an Event of Default with respect to the Securities of this series shall occur and be continuing, the principal of this Security may be declared due
and payable in the manner and with the effect provided in the Indenture.
The Indenture contains provisions for defeasance at any time of the entire indebtedness of this Security upon compliance with certain conditions
set forth in the Indenture.
The Indenture permits, with certain exceptions as therein provided, the amendment thereof and the modification of the rights and obligations of
the Company and the rights of the Holders of the Securities of each series to be affected under the Indenture at any time by the Company and the
Trustee with the consent of the Holders of a majority in principal amount of the Securities at the time Outstanding of all series to be affected. The
Indenture also contains provisions permitting the Holders of specified percentages in principal amount of the Securities of all series affected at the time
Outstanding, on behalf of the Holders of all Securities of such series, to waive compliance by the Company with certain provisions of the Indenture and
certain past defaults under the Indenture and their consequences. Any such consent or waiver by the Holder of this Security shall be conclusive and
binding upon such Holder and upon all future Holders of this Security and of any Security issued upon the registration of transfer hereof or in exchange
herefor or in lieu hereof, whether or not notation of such consent or waiver is made upon this Security.
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As provided in and subject to the provisions of the Indenture, the Holder of this Security shall not have the right to institute any proceeding with
respect to the Indenture or for the appointment of a receiver or trustee or for any other remedy thereunder, unless (a) such Holder shall have previously
given the Trustee written notice of a continuing Event of Default; (b) the Holders of 25% in aggregate principal amount of the Outstanding Securities
shall have made written request to the Trustee to institute proceedings in respect of such Event of Default as Trustee and offered the Trustee reasonable
indemnity; (c) the Trustee shall not have received from the Holders of a majority in aggregate principal amount of the Outstanding Securities a
direction inconsistent with such request; and (d) shall have failed to institute any such proceeding for 60 days after receipt of such notice, request and
offer of indemnity. The foregoing shall not apply to any suit instituted by the Holder of this Security for the enforcement of any payment of principal
hereof or any premium or interest hereon on or after the respective due dates expressed herein.
No reference herein to the Indenture and no provision of this Security or of the Indenture shall alter or impair the obligation of the Company,
which is absolute and unconditional, to pay the principal of and any premium and interest on this Security at the times, place and rate, and in the coin
or currency, herein prescribed.
The Securities of this series are issuable only in registered form without coupons, and in denominations of $2,000 and integral multiples of
$1,000 in excess thereof.
As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Security is registrable in the Security Register,
upon surrender of this Security for registration of transfer at the office or agency of the Company for such purpose, duly endorsed by, or accompanied
by a written instrument or transfer in form satisfactory to the Company and the Trustee duly executed by, the Holder hereof or his attorney duly
authorized in writing, and thereupon one or more new Securities of this series and Tranche, of authorized denominations and of like tenor and
aggregate principal amount, shall be issued to the designated transferee or transferees.
As provided in the Indenture and subject to certain limitations therein set forth, Securities of this series and Tranche are exchangeable for a like
aggregate principal amount of Securities of the same series and Tranche of any authorized denominations, as requested by the Holder surrendering the
same, and of like tenor upon surrender of the Security or Securities to be exchanged at the office or agency of the Company for such purpose.
No service charge shall be made for any such registration of transfer or exchange, but the Company may require payment of a sum sufficient to
cover any tax or other governmental charge payable in connection therewith.
The Company shall not be required to execute and the Security Registrar shall not be required to register the transfer of or exchange of
(a) Securities of this series during a period of 15 days immediately preceding the date notice is given identifying the serial numbers of the Securities of
this series called for redemption or (b) any Security so selected for redemption in whole or in part, except the unredeemed portion of any Security being
redeemed in part.
Prior to due presentment of this Security for registration of transfer, the Company, the Trustee and any agent of the Company or the Trustee may
treat the Person in whose name this Security is registered as the absolute owner hereof for all purposes (subject to Sections 305 and 307 of the
Indenture), whether or not this Security be overdue, and neither the Company, the Trustee nor any such agent shall be affected by notice to the
contrary.
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The Indenture and this Security shall be governed by and construed in accordance with the laws of the State of New York (including, without
limitation, Section 5-1401 of the New York General Obligations Law or any successor to such statute), except to the extent that the Trust Indenture Act
shall be applicable and except to the extent that the law of the any other jurisdiction shall mandatorily govern.
As used herein, “Business Day,” means any day, other than a Saturday or Sunday, that is not a day on which banking institutions or trust
companies in The City of New York, New York, or other city in which a paying agent for this Security is located, are generally authorized or required
by law, regulation or executive order to remain closed. All other terms used in this Security that are defined in the Indenture shall have the meanings
assigned to them in the Indenture.
As provided in the Indenture, no recourse shall be had for the payment of the principal of or premium, if any, or interest on any Securities, or any
part thereof, or for any claim based thereon or otherwise in respect thereof, or of the indebtedness represented thereby, or upon any obligation,
covenant or agreement under the Indenture, against, and no personal liability whatsoever shall attach to, or be incurred by, any incorporator,
stockholder, member, officer or director, as such, past, present or future of the Company or of any predecessor or successor corporation (either directly
or through the Company or a predecessor or successor corporation), whether by virtue of any constitutional provision, statute or rule of law, or by the
enforcement of any assessment or penalty or otherwise; it being expressly agreed and understood that the Indenture and all the Securities are solely
corporate obligations and that any such personal liability is hereby expressly waived and released as a condition of, and as part of the consideration
for, the execution of the Indenture and the issuance of the Securities.
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Unless the certificate of authentication hereon has been executed by the Trustee referred to herein by manual signature, this Security shall not be
entitled to any benefit under the Indenture or be valid or obligatory for any purpose.
IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.
Date of Security:
LOUISVILLE GAS AND ELECTRIC COMPANY
By:
Name:
Title:

Name:
Title:
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ASSIGNMENT FORM
FOR VALUE RECEIVED the undersigned hereby sells, assigns and transfers unto
[please insert social security or other identifying number of assignee]
[please print or typewrite name and address of assignee]

the within Security of LOUISVILLE GAS AND ELECTRIC COMPANY and does hereby irrevocably constitute and appoint
to transfer said Security on the books of the within-mentioned Company, with full power of substitution in the premises.

, Attorney,

Dated:
[signature of assignee]
Notice: The signature to this assignment must correspond with the name as written upon the face of the Security in every particular without
alteration or enlargement or any change whatsoever.
SIGNATURE GUARANTEE

(Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Security Registrar, which requirements include
membership or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee program” as may be
determined by the Security Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities Exchange Act of 1934, as
amended.)
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EXHIBIT B

GLOBAL BOND LEGEND
“THIS IS A GLOBAL BOND HELD BY OR ON BEHALF OF THE DEPOSITARY (AS DEFINED IN THE INDENTURE GOVERNING THIS BOND) OR
ITS NOMINEE IN CUSTODY FOR THE BENEFIT OF THE BENEFICIAL OWNERS HEREOF, AND IS NOT TRANSFERABLE TO ANY PERSON
UNDER ANY CIRCUMSTANCES EXCEPT THAT (I) THE TRUSTEE MAY MAKE SUCH NOTATIONS HEREON AS MAY BE REQUIRED
PURSUANT TO THE INDENTURE, (II) THIS GLOBAL BOND MAY BE TRANSFERRED IN WHOLE BUT NOT IN PART PURSUANT TO SECTION
2(a) OF PART II OF THE OFFICER’S CERTIFICATE ESTABLISHING THIS SERIES OF BONDS UNDER THE INDENTURE AND (III) THIS GLOBAL
BOND MAY BE DELIVERED TO THE TRUSTEE FOR CANCELLATION PURSUANT TO SECTION 309 OF THE INDENTURE.”
In addition, if the Depositary shall be DTC, each Global Bond shall bear the following legend:
“UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITORY TRUST COMPANY, A NEW YORK
CORPORATION (“DTC”), TO THE ISSUER OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY BOND
ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF DTC), ANY TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO A
PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.”
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Exhibit 4(d)
KENTUCKY UTILITIES COMPANY
SUPPLEMENTAL OFFICER’S CERTIFICATE
Supplemental to Officer’s Certificate, dated September 28, 2015
(under Sections 201 and 301 of the Indenture, dated as of October 1, 2010)
Establishing the Form and Certain Terms of
First Mortgage Bonds, 4.375% Series due 2045
Reference is hereby made to the Indenture, dated as of October 1, 2010 (the “Original Indenture”), as amended and supplemented by various
instruments including Supplemental Indenture No. 4, dated as of September 1, 2015 (as so amended and supplemented, the “Indenture”), of
KENTUCKY UTILITIES COMPANY (the “Company”) to The Bank of New York Mellon, trustee (the “Trustee”), establishing Securities of Series
No. 7, and Supplemental Indenture No. 7, dated as of March 1, 2019 (Supplemental Indenture No. 7) increasing the authorized aggregate principal
amount of the Securities of Series No. 7 and providing for the issuance of additional Securities of such series (“Additional Securities”), and the Officer’s
Certificate under Section 201 and 301 of the Indenture, dated September 28, 2015 establishing certain terms and characteristics of the Securities of
Series No. 7 (the “Original Officer’s Certificate”). The undersigned Daniel K. Arbough, the Treasurer of the Company, in accordance with Sections 201
and 301 does hereby establish certain terms and characteristics of such Additional Securities in this Supplemental Officer’s Certificate (capitalized
terms used herein and not defined herein having the meanings specified in the Original Indenture or in the Original Officer’s Certificate).
The Additional Securities shall have the terms and characteristics of the Securities of Series No. 7 provided in the Indenture and in the Original
Officer’s Certificate as supplemented by this Supplemental Officer’s Certificate (and for the avoidance of doubt, interest on the Additional Securities
shall accrue from and including April 1, 2019 to but excluding October 1, 2019, and thereafter will accrue from and including the last Interest Payment
Date to which interest on the Securities of Series No. 7 has been paid or duly provided for), except as otherwise determined by the proper officers of the
Company and established in one or more Officer’s Certificates supplemental to this Officer’s Certificate; and the Additional Securities shall be
substantially in the form of the form of Bond attached hereto as Exhibit A, which form is hereby authorized and approved, and shall have such further
terms as are set forth in such form.
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IN WITNESS WHEREOF, I have executed this Officer’s Certificate this 1 st day of April, 2019.
/s/ Daniel K. Arbough
Name: Daniel K. Arbough
Title: Treasurer
/s/ John R. Crockett III
Name: John R. Crockett III
Title: General Counsel, Chief Compliance Officer and
Corporate Secretary
[Signature Page to Officer’s Certificate under Sections 201 and 301 of the Indenture]
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EXHIBIT A
[FORM OF BOND]
No. R-[2]

CUSIP No.

Principal Amount of $
KENTUCKY UTILITIES COMPANY
FIRST MORTGAGE BOND, 4.375% SERIES DUE 2045
KENTUCKY UTILITIES COMPANY, a corporation duly organized and existing under the laws of the Commonwealths of Kentucky and Virginia
(herein referred to as the “Company”, which term includes any Successor Corporation under the Indenture referred to below), for value received, hereby
promises to pay to
or to its registered assigns, the principal sum of
MILLION ($

) Dollars

on October 1, 2045 (the “Stated Maturity Date”), and to pay interest on said principal sum semi-annually in arrears on April 1 and October 1 of each
year (each, an “Interest Payment Date”), at the rate of 4.375% per annum until the principal hereof is paid or made available for payment. The first
Interest Payment Date for the Securities of this series shall be April 1, 2016, and interest on the Securities of this series will accrue from and including
September 28, 2015, to and excluding the first Interest Payment Date, and thereafter will accrue from and including the last Interest Payment Date to
which interest on the Securities of this series has been paid or duly provided for. No interest will accrue on the Securities of this series with respect to
the day on which the Securities are paid.

CERTIFICATE OF AUTHENTICATION
This is one of the Securities of the series designated therein referred to in the within-mentioned Indenture.
Date of Authentication:
, as Trustee
By:
Authorized Signatory
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In the event that any Interest Payment Date is not a Business Day, then payment of interest payable on such date will be made on the next
succeeding day which is a Business Day (and without any interest or other payment in respect of such delay) with the same force and effect as if made
on the Interest Payment Date. The interest so payable, and punctually paid or duly provided for, on any Interest Payment Date will, as provided in such
Indenture, be paid to the Person in whose name this Security (or one or more Predecessor Securities) is registered at the close of business on the
March 15 or September 15, whether or not a Business Day (each such date, a “Regular Record Date”), immediately preceding such Interest Payment
Date, except that interest payable at Maturity will be payable to the Person to whom principal shall be paid. Any such interest not so punctually paid or
duly provided for will forthwith cease to be payable to the Holder on such Regular Record Date and may either be paid to the Person in whose name
this Security (or one or more Predecessor Securities) is registered at the close of business on a Special Record Date for the payment of such Defaulted
Interest to be fixed by the Trustee, notice whereof shall be given to Holders of Securities of this series not less than 10 days prior to such Special
Record Date, or be paid at any time in any other lawful manner not inconsistent with the requirements of any securities exchange on which the
Securities of this series may be listed, and upon such notice as may be required by such exchange, all as more fully provided in the Indenture referred to
herein. Interest on this Security will be computed on the basis of a 360-day year of twelve 30-day months.
Payment of the principal of and premium, if any, and interest at Maturity on this Security shall be made upon presentation of this Security at the
corporate trust office of The Bank of New York Mellon in New York, New York, or at such other office or agency as may be designated for such purpose
by the Company from time to time, in such coin or currency of the United States of America as at the time of payment is legal tender for payment of
public and private debts, and payment of interest, if any, on this Security (other than interest payable at Maturity) shall be made by check mailed to the
address of the Person entitled thereto as such address shall appear in the Security Register, provided that if such Person is a securities depositary, such
payment may be made by such other means in lieu of check as shall be agreed upon by the Company, the Trustee and such Person.
This Security is one of a duly authorized issue of securities of the Company (herein called the “Securities”), issued and issuable in one or more
series under an Indenture, dated as of October 1, 2010 (herein called the “Original Indenture” and, together with any amendments or supplements
thereto and the Officer’s Certificate establishing the terms of the Securities of this series, the “Indenture,” which term shall have the meaning assigned
to it in the Original Indenture), between the Company and The Bank of New York Mellon, as Trustee (herein called the “Trustee,” which term includes
any successor trustee under the Indenture), and reference is hereby made to the Indenture, including Supplemental Indenture No. 4 thereto, for a
statement of the property mortgaged, pledged and held in trust, the nature and extent of the security, the conditions upon which the lien of the
Indenture may be released and the respective rights, limitations of rights, duties and immunities thereunder of the Company, the Trustee and the
Holders of the Securities and of the terms upon which the Securities are, and are to be, authenticated and delivered. The acceptance of this Security by
the Holder hereof shall be deemed to constitute the consent and agreement by such Holder to all of the terms and provisions of the Indenture. This
Security is one of the series designated on the face hereof.
Prior to the Par Call Date (defined below), this Security is subject to redemption at the option of the Company, in whole at any time or in part
from time to time, at a redemption price equal to the greater of:
(a)

100% of the principal amount of this Security to be so redeemed; and
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(b)

as determined by the Quotation Agent, the sum of the present values of the remaining scheduled payments of principal and interest on the
principal amount of this Security to be so redeemed that would be due if the Stated Maturity Date for this Security were the Par Call Date
(not including any portion of such payments of interest accrued to the date of redemption) discounted to the redemption date on a semiannual basis (assuming a 360-day year consisting of twelve 30-day months) at the Adjusted Treasury Rate, plus 25 basis points,

plus, in either of the above cases, accrued and unpaid interest to the date of redemption.
Promptly after the calculation thereof, the Company shall give the Trustee written notice of the redemption price for the foregoing redemption.
The Trustee shall have no responsibility for any such calculation.
On or after the Par Call Date, this Security is subject to redemption at the option of the Company, in whole at any time or in part from time to
time, at a redemption price equal to 100% of the principal amount of this Security to be so redeemed, plus accrued and unpaid interest to the date of
redemption.
As used herein:
“Adjusted Treasury Rate” means, with respect to any redemption date, the rate per annum equal to the semi-annual equivalent yield to
maturity of the Comparable Treasury Issue, assuming a price for the Comparable Treasury Issue (expressed as a percentage of its principal
amount) equal to the Comparable Treasury Price for that redemption date.
“Comparable Treasury Issue” means the United States Treasury security selected by the Quotation Agent as having an actual or
interpolated maturity comparable to the remaining term of this Security (assuming for this purpose that the Stated Maturity Date of this Security
were the Par Call Date) that would be utilized, at the time of selection and in accordance with customary financial practice, in pricing new issues
of corporate debt securities of comparable maturity to the remaining term of this Security.
“Comparable Treasury Price” means, with respect to any redemption date:
a)

the average of five Reference Treasury Dealer Quotations for that redemption date, after excluding the highest and lowest
Reference Treasury Dealer Quotations, or

b)

if the Quotation Agent obtains fewer than five Reference Treasury Dealer Quotations, the average of all Reference Treasury
Dealer Quotations so received.

“Par Call Date” means April 1, 2045.
“Quotation Agent” means one of the Reference Treasury Dealers appointed by the Company.
“Reference Treasury Dealer” means:
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a)

each of J.P. Morgan Securities LLC, MUFG Securities Americas Inc. (formerly known as Mitsubishi UFJ Securities (USA),
Inc.), Morgan Stanley & Co. LLC and UBS Securities LLC (or their respective affiliates that are Primary Treasury Dealers, as
defined below), or their respective successors, unless any of them is not or ceases to be a primary U.S. Government securities
dealer in the United States (a “Primary Treasury Dealer”), in which case the Company shall substitute another Primary
Treasury Dealer; and

b)

any other Primary Treasury Dealer selected by the Company (after consultation with the Quotation Agent).

“Reference Treasury Dealer Quotations” means, with respect to each Reference Treasury Dealer and any redemption date, the average, as
determined by the Quotation Agent, of the bid and asked prices for the Comparable Treasury Issue (expressed in each case as a percentage of its
principal amount), as provided to the Quotation Agent by that Reference Treasury Dealer at 5:00 p.m., New York City time, on the third Business
Day preceding such redemption date.
Notice of redemption shall be given by mail to Holders of Securities, not less than 30 days nor more than 60 days prior to the date fixed for
redemption, all as provided in the Indenture. As provided in the Indenture, notice of redemption at the election of the Company as aforesaid may state
that such redemption shall be conditional upon the receipt by the applicable Paying Agent or Agents of money sufficient to pay the principal of and
premium, if any, and interest, on this Security on or prior to the date fixed for such redemption; a notice of redemption so conditioned shall be of no
force or effect if such money is not so received and, in such event, the Company shall not be required to redeem this Security.
In the event of redemption of this Security in part only, a new Security or Securities of this series of like tenor representing the unredeemed
portion hereof shall be issued in the name of the Holder hereof upon the cancellation hereof.
If an Event of Default with respect to the Securities of this series shall occur and be continuing, the principal of this Security may be declared due
and payable in the manner and with the effect provided in the Indenture.
The Indenture contains provisions for defeasance at any time of the entire indebtedness of this Security upon compliance with certain conditions
set forth in the Indenture.
The Indenture permits, with certain exceptions as therein provided, the amendment thereof and the modification of the rights and obligations of
the Company and the rights of the Holders of the Securities of each series to be affected under the Indenture at any time by the Company and the
Trustee with the consent of the Holders of a majority in principal amount of the Securities at the time Outstanding of all series to be affected. The
Indenture also contains provisions permitting the Holders of specified percentages in principal amount of the Securities of all series affected at the time
Outstanding, on behalf of the Holders of all Securities of such series, to waive compliance by the Company with certain provisions of the Indenture and
certain past defaults under the Indenture and their consequences. Any such consent or waiver by the Holder of this Security shall be conclusive and
binding upon such Holder and upon all future Holders of this Security and of any Security issued upon the registration of transfer hereof or in exchange
herefor or in lieu hereof, whether or not notation of such consent or waiver is made upon this Security.
As provided in and subject to the provisions of the Indenture, the Holder of this Security shall not have the right to institute any proceeding with
respect to the Indenture or for the appointment of a receiver or trustee or for any other remedy thereunder, unless (a) such Holder shall have previously
given the Trustee written notice of a continuing Event of Default; (b) the Holders of 25% in aggregate principal amount of the Outstanding Securities
shall have made written request to the Trustee to institute
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proceedings in respect of such Event of Default as Trustee and offered the Trustee reasonable indemnity; (c) the Trustee shall not have received from
the Holders of a majority in aggregate principal amount of the Outstanding Securities a direction inconsistent with such request; and (d) shall have
failed to institute any such proceeding for 60 days after receipt of such notice, request and offer of indemnity. The foregoing shall not apply to any suit
instituted by the Holder of this Security for the enforcement of any payment of principal hereof or any premium or interest hereon on or after the
respective due dates expressed herein.
No reference herein to the Indenture and no provision of this Security or of the Indenture shall alter or impair the obligation of the Company,
which is absolute and unconditional, to pay the principal of and any premium and interest on this Security at the times, place and rate, and in the coin
or currency, herein prescribed.
The Securities of this series are issuable only in registered form without coupons, and in denominations of $2,000 and integral multiples of
$1,000 in excess thereof.
As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Security is registrable in the Security Register,
upon surrender of this Security for registration of transfer at the office or agency of the Company for such purpose, duly endorsed by, or accompanied
by a written instrument or transfer in form satisfactory to the Company and the Trustee duly executed by, the Holder hereof or his attorney duly
authorized in writing, and thereupon one or more new Securities of this series and Tranche, of authorized denominations and of like tenor and
aggregate principal amount, shall be issued to the designated transferee or transferees.
As provided in the Indenture and subject to certain limitations therein set forth, Securities of this series and Tranche are exchangeable for a like
aggregate principal amount of Securities of the same series and Tranche of any authorized denominations, as requested by the Holder surrendering the
same, and of like tenor upon surrender of the Security or Securities to be exchanged at the office or agency of the Company for such purpose.
No service charge shall be made for any such registration of transfer or exchange, but the Company may require payment of a sum sufficient to
cover any tax or other governmental charge payable in connection therewith.
The Company shall not be required to execute and the Security Registrar shall not be required to register the transfer of or exchange of
(a) Securities of this series during a period of 15 days immediately preceding the date notice is given identifying the serial numbers of the Securities of
this series called for redemption or (b) any Security so selected for redemption in whole or in part, except the unredeemed portion of any Security being
redeemed in part.
Prior to due presentment of this Security for registration of transfer, the Company, the Trustee and any agent of the Company or the Trustee may
treat the Person in whose name this Security is registered as the absolute owner hereof for all purposes (subject to Sections 305 and 307 of the
Indenture), whether or not this Security be overdue, and neither the Company, the Trustee nor any such agent shall be affected by notice to the
contrary.
The Indenture and this Security shall be governed by and construed in accordance with the laws of the State of New York (including, without
limitation, Section 5-1401 of the New York General Obligations Law or any successor to such statute), except to the extent that the Trust Indenture Act
shall be applicable and except to the extent that the law of the any other jurisdiction shall mandatorily govern.
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As used herein, “Business Day,” means any day, other than a Saturday or Sunday, that is not a day on which banking institutions or trust
companies in The City of New York, New York, or other city in which a paying agent for this Security is located, are generally authorized or required
by law, regulation or executive order to remain closed. All other terms used in this Security that are defined in the Indenture shall have the meanings
assigned to them in the Indenture.
As provided in the Indenture, no recourse shall be had for the payment of the principal of or premium, if any, or interest on any Securities, or any
part thereof, or for any claim based thereon or otherwise in respect thereof, or of the indebtedness represented thereby, or upon any obligation,
covenant or agreement under the Indenture, against, and no personal liability whatsoever shall attach to, or be incurred by, any incorporator,
stockholder, member, officer or director, as such, past, present or future of the Company or of any predecessor or successor corporation (either directly
or through the Company or a predecessor or successor corporation), whether by virtue of any constitutional provision, statute or rule of law, or by the
enforcement of any assessment or penalty or otherwise; it being expressly agreed and understood that the Indenture and all the Securities are solely
corporate obligations and that any such personal liability is hereby expressly waived and released as a condition of, and as part of the consideration
for, the execution of the Indenture and the issuance of the Securities.
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Unless the certificate of authentication hereon has been executed by the Trustee referred to herein by manual signature, this Security shall not be
entitled to any benefit under the Indenture or be valid or obligatory for any purpose.
IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.
Date of Security: September 28, 2015
KENTUCKY UTILITIES COMPANY
By:
Name:
Title:

Name:
Title:
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ASSIGNMENT FORM
FOR VALUE RECEIVED the undersigned hereby sells, assigns and transfers unto
[please insert social security or other identifying number of assignee]
[please print or typewrite name and address of assignee]

the within Security of KENTUCKY UTILITIES COMPANY and does hereby irrevocably constitute and appoint
to transfer said Security on the books of the within-mentioned Company, with full power of substitution in the premises.

, Attorney,

Dated:
[signature of assignee]
Notice: The signature to this assignment must correspond with the name as written upon the face of the Security in every particular without
alteration or enlargement or any change whatsoever.

SIGNATURE GUARANTEE

(Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Security Registrar, which requirements include
membership or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee program” as may be
determined by the Security Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities Exchange Act of 1934, as
amended.)
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EXHIBIT B
GLOBAL BOND LEGEND
“THIS IS A GLOBAL BOND HELD BY OR ON BEHALF OF THE DEPOSITARY (AS DEFINED IN THE INDENTURE GOVERNING THIS BOND) OR
ITS NOMINEE IN CUSTODY FOR THE BENEFIT OF THE BENEFICIAL OWNERS HEREOF, AND IS NOT TRANSFERABLE TO ANY PERSON
UNDER ANY CIRCUMSTANCES EXCEPT THAT (I) THE TRUSTEE MAY MAKE SUCH NOTATIONS HEREON AS MAY BE REQUIRED
PURSUANT TO THE INDENTURE, (II) THIS GLOBAL BOND MAY BE TRANSFERRED IN WHOLE BUT NOT IN PART PURSUANT TO SECTION
2(a) OF PART II OF THE OFFICER’S CERTIFICATE ESTABLISHING THIS SERIES OF BONDS UNDER THE INDENTURE AND (III) THIS GLOBAL
BOND MAY BE DELIVERED TO THE TRUSTEE FOR CANCELLATION PURSUANT TO SECTION 309 OF THE INDENTURE.”
In addition, if the Depositary shall be DTC, each Global Bond shall bear the following legend:
“UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITORY TRUST COMPANY, A NEW YORK
CORPORATION (“DTC”), TO THE ISSUER OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY BOND
ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF DTC), ANY TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO A
PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.”
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Exhibit 5(a)
[Letterhead of Louisville Gas and Electric Company]
April 1, 2019
Louisville Gas and Electric Company
220 West Main Street
Louisville, Kentucky 40202
Ladies and Gentlemen:
I am General Counsel, Chief Compliance Officer and Corporate Secretary of Louisville Gas and Electric Company, a Kentucky corporation (the
“Company”). In this capacity, I have acted as counsel to the Company in connection with the issuance and sale of $400,000,000 in aggregate principal
amount of the Company’s First Mortgage Bonds, 4.25% Series due 2049 (the “Bonds”). The Bonds are covered by the Registration Statement on Form
S-3 (Registration No. 333-223142-02, the “Registration Statement”), filed by the Company with the Securities and Exchange Commission (the
“Commission”) under the Securities Act of 1933 (the “Act”), and related prospectus, dated February 22, 2018, as supplemented by the prospectus
supplement dated March 18, 2019, relating to the offer and sale of the Bonds (as so supplemented, the “Prospectus”).
The Bonds are being issued under an Indenture, dated as of October 1, 2010, of the Company to The Bank of New York Mellon, as trustee (the
“Trustee”), as heretofore amended and supplemented and as further supplemented by Supplemental Indenture No. 7 (the “Supplemental Indenture”),
dated as of March 1, 2019, providing for the Bonds (such Indenture, as so supplemented, being referred to herein as the “Indenture”). The Bonds are
being sold pursuant to the Underwriting Agreement, dated March 18, 2019 (the “Underwriting Agreement”), among the Company and Merrill Lynch,
Pierce, Fenner & Smith Incorporated, Mizuho Securities USA LLC and MUFG Securities Americas Inc., as representatives of the several underwriters
named therein.
In connection with such issuance and sale, I, or Company attorneys under my supervision, have examined:
(a) The Indenture, including the Supplemental Indenture and the Officer’s Certificate pursuant to Section 301 of the Indenture, establishing
certain terms of the Bonds;
(b) The Bonds;
(c) The Amended and Restated Articles of Incorporation and the Bylaws of the Company, in each case as in effect on the date hereof;
(d) The resolutions of the Board of Directors of the Company, adopted by unanimous written consent, dated September 7, 2018;
(e) The steps and proceedings in connection with the authorization of the Indenture, the Supplemental Indenture and the Bonds;
(f) The Underwriting Agreement;
(g) The Order of the Public Service Commission of Kentucky dated December 3, 2018, in connection with the issuance of the Bonds; and
(h) The Registration Statement and the Prospectus.
In such examination, I have assumed the accuracy and completeness of all agreements, documents, records, certificates and other materials
submitted to me, the conformity with the originals of all such materials submitted to me as copies (whether or not certified and including facsimiles),
the authenticity of the originals of such materials and all materials submitted to me as originals, the genuineness of all signatures and the legal capacity
of all natural persons.
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Based upon such examination and representations made to me by Company attorneys under my supervision, upon my familiarity with the
Company, and upon an examination of such other documents and questions of law as I have deemed appropriate for purposes of this opinion, I am of
the opinion that the Bonds have been duly authorized by the Company and that, when the Bonds have been executed and delivered by the Company
and authenticated and delivered by the Trustee in the manner provided for in the Indenture, and have been delivered against payment therefor as
contemplated in the Underwriting Agreement, the Bonds will be valid and binding obligations of the Company, except to the extent limited by
bankruptcy, insolvency, fraudulent conveyance, reorganization or moratorium laws or by other laws now or hereafter in effect relating to or affecting
the enforcement of mortgagees’ and other creditors’ rights and by general equitable principles (regardless of whether considered in a proceeding in
equity or at law), an implied covenant of good faith and fair dealing and consideration of public policy, and federal or state security law limitations on
indemnification and contribution.
The opinions expressed herein are limited to the laws of the Commonwealth of Kentucky. Insofar as the opinions set forth in this letter relate to or
are dependent upon matters governed by the laws of the State of New York, I have relied exclusively upon the opinion of even date herewith of
Pillsbury Winthrop Shaw Pittman LLP, special counsel for the Company. In rendering its opinion to you of even date herewith, Pillsbury Winthrop
Shaw Pittman LLP may rely as to matters of Kentucky law addressed or encompassed herein upon this letter as if it were addressed directly to it.
I express no opinion as to matters of compliance with the “blue sky” laws or similar laws relating to the sale or distribution of the Bonds by any
underwriters or agents.
I hereby consent to the filing of this opinion letter as Exhibit 5(a) to the Company’s Current Report on Form 8-K to be filed by the Company with
the Commission and the incorporation thereof by reference into the Registration Statement and to the use of my name under the caption “Validity of
the Bonds” in the Prospectus. In giving this consent, I do not thereby admit that I am within the category of persons whose consent is required under
Section 7 of the Act or the rules and regulations of the Commission promulgated thereunder.
Very truly yours,
/s/ John R. Crockett III
John R. Crockett III
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Exhibit 5(b)
[Letterhead of Kentucky Utilities Company]
April 1, 2019
Kentucky Utilities Company
One Quality Street
Lexington, Kentucky 40507
Ladies and Gentlemen:
I am General Counsel, Chief Compliance Officer and Corporate Secretary of Kentucky Utilities Company, a Kentucky and Virginia corporation
(the “Company”). In this capacity, I have acted as counsel to the Company in connection with the issuance and sale of $300,000,000 in aggregate
principal amount of the Company’s First Mortgage Bonds, 4.375% Series due 2045 (the “Bonds”). The Bonds are covered by the Registration
Statement on Form S-3 (Registration No. 333-223142-01, the “Registration Statement”), filed by the Company with the Securities and Exchange
Commission (the “Commission”) under the Securities Act of 1933 (the “Act”), and related prospectus, dated February 22, 2018, as supplemented by the
prospectus supplement dated March 18, 2019, relating to the offer and sale of the Bonds (as so supplemented, the “Prospectus”).
The Bonds are being issued under an Indenture, dated as of October 1, 2010, of the Company to The Bank of New York Mellon, as trustee (the
“Trustee”), as heretofore amended and supplemented and as further supplemented by Supplemental Indenture No. 7 (the “Supplemental Indenture”),
dated as of March 1, 2019, providing for the Bonds (such Indenture, as so supplemented, being referred to herein as the “Indenture”). The Bonds are
being sold pursuant to the Underwriting Agreement, dated March 18, 2019 (the “Underwriting Agreement”), among the Company and Merrill Lynch,
Pierce, Fenner & Smith Incorporated, Mizuho Securities USA LLC and MUFG Securities Americas Inc., as representatives of the several underwriters
named therein.
In connection with such issuance and sale, I, or Company attorneys under my supervision, have examined:
(a) The Indenture, including the Supplemental Indenture and the Officer’s Certificates pursuant to Section 301 of the Indenture,
establishing certain terms of the Bonds;
(b) The Bonds;
(c) The Amended and Restated Articles of Incorporation and the Bylaws of the Company, in each case as in effect on the date hereof;
(d) The resolutions of the Board of Directors of the Company, adopted by unanimous written consent, dated June 22, 2018;
(e) The steps and proceedings in connection with the authorization of the Indenture, the Supplemental Indenture and the Bonds;
(f) The Underwriting Agreement;
(g) The Orders of the Public Service Commission of Kentucky dated June 27, 2018, as amended by orders dated July 17, 2018 and
August 3, 2018, the State Corporation Commission of Virginia dated July 5, 2018 and the Tennessee Public Utilities Commission dated
August 16, 2018, in connection with the issuance of the Bonds; and
(h) The Registration Statement and the Prospectus.
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In such examination, I have assumed the accuracy and completeness of all agreements, documents, records, certificates and other materials
submitted to me, the conformity with the originals of all such materials submitted to me as copies (whether or not certified and including facsimiles),
the authenticity of the originals of such materials and all materials submitted to me as originals, the genuineness of all signatures and the legal capacity
of all natural persons.
Based upon such examination and representations made to me by Company attorneys under my supervision, upon my familiarity with the
Company, and upon an examination of such other documents and questions of law as I have deemed appropriate for purposes of this opinion, I am of
the opinion that the Bonds have been duly authorized by the Company and that, when the Bonds have been executed and delivered by the Company
and authenticated and delivered by the Trustee in the manner provided for in the Indenture, and have been delivered against payment therefor as
contemplated in the Underwriting Agreement, the Bonds will be valid and binding obligations of the Company, except to the extent limited by
bankruptcy, insolvency, fraudulent conveyance, reorganization or moratorium laws or by other laws now or hereafter in effect relating to or affecting
the enforcement of mortgagees’ and other creditors’ rights and by general equitable principles (regardless of whether considered in a proceeding in
equity or at law), an implied covenant of good faith and fair dealing and consideration of public policy, and federal or state security law limitations on
indemnification and contribution.
The opinions expressed herein are limited to the laws of the Commonwealth of Kentucky. Insofar as the opinions set forth in this letter relate to or
are dependent upon matters governed by the laws of the Commonwealth of Virginia and the State of Tennessee, I have relied exclusively on the
opinion of even date herewith of Stoll Keenon Ogden PPLC, special Kentucky counsel of the Company. Insofar as the opinions set forth in this letter
relate to or are dependent upon matters governed by the laws of the State of New York, I have relied exclusively upon the opinion of even date
herewith of Pillsbury Winthrop Shaw Pittman LLP, special counsel for the Company. In rendering their opinions to you of even date herewith,
Pillsbury Winthrop Shaw Pittman LLP and Stoll Keenon Ogden PLLC may rely as to matters of Kentucky law addressed or encompassed herein upon
this letter as if it were addressed directly to them.
I express no opinion as to matters of compliance with the “blue sky” laws or similar laws relating to the sale or distribution of the Bonds by any
underwriters or agents.
I hereby consent to the filing of this opinion letter as Exhibit 5(b) to the Company’s Current Report on Form 8-K to be filed by the Company
with the Commission and the incorporation thereof by reference into the Registration Statement and to the use of my name under the caption “Validity
of the Bonds” in the Prospectus. In giving this consent, I do not thereby admit that I am within the category of persons whose consent is required under
Section 7 of the Act or the rules and regulations of the Commission promulgated thereunder.
Very truly yours,
/s/ John R. Crockett III
John R. Crockett III
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Exhibit 5(c)
[Letterhead of Pillsbury Winthrop Shaw Pittman LLP]
April 1, 2019
Louisville Gas and Electric Company
220 West Main Street
Louisville, Kentucky 40202
Ladies and Gentlemen:
We have acted as special counsel to Louisville Gas and Electric Company (the “Company”) in connection with the issuance and sale by the Company
of $400,000,000 in aggregate principal amount of its First Mortgage Bonds, 4.25% Series due 2049 (the “Bonds”). The Bonds are covered by the
Registration Statement on Form S-3 (Registration No. 333-223142-02, the “Registration Statement”), filed by the Company with the Securities and
Exchange Commission (the “Commission”) under the Securities Act of 1933 (the “Act”), and related prospectus, dated February 22, 2018, as
supplemented by the prospectus supplement dated March 18, 2019 relating to the offer and sale of the Bonds (as so supplemented, the “Prospectus”).
The Bonds are being issued under an Indenture, dated as of October 1, 2010, of the Company to The Bank of New York Mellon, as trustee (the
“Trustee”), as heretofore amended and supplemented and as further supplemented by Supplemental Indenture No. 7 thereto, (the “Supplemental
Indenture”), dated as of March 1, 2019, providing for the Bonds (such Indenture, as so supplemented, being referred to herein as the “Indenture”). The
Bonds are being sold pursuant to the Underwriting Agreement, dated March 18, 2019 (the “Underwriting Agreement”), between the Company and
Merrill Lynch, Pierce, Fenner & Smith Incorporated, Mizuho Securities USA LLC and MUFG Securities Americas Inc., as representatives of the several
underwriters named therein.
We have reviewed and are familiar with the Registration Statement, the Prospectus, the Indenture (including the Supplemental Indenture and the
Officer’s Certificate pursuant to Section 301 of the Indenture, establishing certain terms of the Bonds, and the forms of Bond), the Underwriting
Agreement and such other documents, corporate proceedings and other matters as we have considered relevant or necessary as a basis for our opinion in
this letter. In such review, we have assumed the accuracy and completeness of all agreements, documents, records, certificates and other materials
submitted to us, the conformity with the originals of all such materials submitted to us as copies (whether or not certified and including facsimiles), the
authenticity of the originals of such materials and all materials submitted to us as originals, the genuineness of all signatures and the legal capacity of
all natural persons. We understand that the Registration Statement has become effective under the Act and we assume that such effectiveness has not
been terminated or rescinded.
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On the basis of the assumptions and subject to the qualifications and limitations set forth herein, we are of the opinion that, when the Bonds have been
executed and delivered by the Company and authenticated and delivered by the Trustee in the manner provided for in the Indenture, and have been
delivered against payment therefor as contemplated in the Underwriting Agreement, the Bonds will be valid and legally binding obligations of the
Company, except as may be subject to and limited by the effect of (a) applicable bankruptcy, insolvency, fraudulent conveyance and transfer,
receivership, conservatorship, arrangement, reorganization, moratorium and other similar laws affecting or relating to the rights of creditors and
mortgagees generally, (b) general equitable principles (whether considered in a proceeding in equity or at law), and (c) requirements of reasonableness,
good faith, materiality and fair dealing and the discretion of the court before which any matter may be brought.
We express no opinion herein as to titles to property, franchises, or the validity and priority of the lien purported to be created by the Indenture or the
security provided thereby, or any recordation, filing or perfection of such lien, the Indenture or any related financing statements.
Our opinion set forth in this letter is limited to the law of the State of New York, as in effect on the date hereof. Insofar as our opinion set forth in this
letter relates to or is dependent upon matters governed by the law of the Commonwealth of Kentucky, we have relied exclusively upon the opinions
expressed or otherwise encompassed in the letter of even date herewith addressed to you by John R. Crockett III, General Counsel, Chief Compliance
Officer and Corporate Secretary, of the Company, subject to the assumptions, limitations and qualifications set forth therein. In rendering his opinion
to you, Mr. Crockett may rely as to matters of New York law addressed herein upon this letter as if it were addressed directly to him.
We hereby consent to the filing of this opinion letter as Exhibit 5(c) to the Company’s Current Report on Form 8-K to be filed by the Company with
the Commission and the incorporation thereof by reference into the Registration Statement and to the use of our name under the caption “Validity of
the Bonds” in the Prospectus. In giving this consent, we do not thereby admit that we are within the category of persons whose consent is required
under Section 7 of the Act or the rules and regulations of the Commission promulgated thereunder.
Very truly yours,
/s/ Pillsbury Winthrop Shaw Pittman LLP
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Exhibit 5(d)
[Letterhead of Pillsbury Winthrop Shaw Pittman LLP]
April 1, 2019
Kentucky Utilities Company
One Quality Street
Lexington, Kentucky 40507
Ladies and Gentlemen:
We have acted as special counsel to Kentucky Utilities Company (the “Company”) in connection with the issuance and sale by the Company of
$300,000,000 in aggregate principal amount of its First Mortgage Bonds, 4.375% Series due 2045 (the “Bonds”). The Bonds are covered by the
Registration Statement on Form S-3 (Registration No. 333-223142-01, the “Registration Statement”), filed by the Company with the Securities and
Exchange Commission (the “Commission”) under the Securities Act of 1933 (the “Act”), and related prospectus, dated February 22, 2018, as
supplemented by the prospectus supplement dated March 18, 2019 relating to the offer and sale of the Bonds (as so supplemented, the “Prospectus”).
The Bonds are being issued under an Indenture, dated as of October 1, 2010, of the Company to The Bank of New York Mellon, as trustee (the
“Trustee”), as heretofore amended and supplemented and as further supplemented by Supplemental Indenture No. 7 thereto, (the “Supplemental
Indenture”), dated as of March 1, 2019, providing for the Bonds (such Indenture, as so supplemented, being referred to herein as the “Indenture”). The
Bonds are being sold pursuant to the Underwriting Agreement, dated March 18, 2019 (the “Underwriting Agreement”), between the Company and
Merrill Lynch, Pierce, Fenner & Smith Incorporated, Mizuho Securities USA LLC and MUFG Securities Americas Inc., as representatives of the several
underwriters named therein.
We have reviewed and are familiar with the Registration Statement, the Prospectus, the Indenture (including the Supplemental Indenture and the
Officer’s Certificates pursuant to Section 301 of the Indenture, establishing certain terms of the Bonds, and the form of Bond), the Underwriting
Agreement and such other documents, corporate proceedings and other matters as we have considered relevant or necessary as a basis for our opinion in
this letter. In such review, we have assumed the accuracy and completeness of all agreements, documents, records, certificates and other materials
submitted to us, the conformity with the originals of all such materials submitted to us as copies (whether or not certified and including facsimiles), the
authenticity of the originals of such materials and all materials submitted to us as originals, the genuineness of all signatures and the legal capacity of
all natural persons. We understand that the Registration Statement has become effective under the Act and we assume that such effectiveness has not
been terminated or rescinded.
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On the basis of the assumptions and subject to the qualifications and limitations set forth herein, we are of the opinion that, when the Bonds have been
executed and delivered by the Company and authenticated and delivered by the Trustee in the manner provided for in the Indenture, and have been
delivered against payment therefor as contemplated in the Underwriting Agreement, the Bonds will be valid and legally binding obligations of the
Company, except as may be subject to and limited by the effect of (a) applicable bankruptcy, insolvency, fraudulent conveyance and transfer,
receivership, conservatorship, arrangement, reorganization, moratorium and other similar laws affecting or relating to the rights of creditors and
mortgagees generally, (b) general equitable principles (whether considered in a proceeding in equity or at law), and (c) requirements of reasonableness,
good faith, materiality and fair dealing and the discretion of the court before which any matter may be brought.
We express no opinion herein as to titles to property, franchises, or the validity and priority of the lien purported to be created by the Indenture or the
security provided thereby, or any recordation, filing or perfection of such lien, the Indenture or any related financing statements.
Our opinion set forth in this letter is limited to the law of the State of New York, as in effect on the date hereof. Insofar as our opinion set forth in this
letter relates to or is dependent upon matters governed by the laws of the Commonwealths of Kentucky and Virginia and the State of Tennessee, we
have relied exclusively upon the opinions expressed or otherwise encompassed in the letters of even date herewith addressed to you by John R.
Crockett III, General Counsel, Chief Compliance Officer and Corporate Secretary, of the Company and Stoll Keenon Ogden PLLC, special Kentucky
counsel of the Company, subject to the assumptions, limitations and qualifications set forth therein. In rendering their opinions to you, Mr. Crockett
and Stoll Keenon Ogden PLLC may rely as to matters of New York law addressed herein upon this letter as if it were addressed directly to them.
We hereby consent to the filing of this opinion letter as Exhibit 5(d) to the Company’s Current Report on Form 8-K to be filed by the Company with
the Commission and the incorporation thereof by reference into the Registration Statement and to the use of our name under the caption “Validity of
the Bonds” in the Prospectus. In giving this consent, we do not thereby admit that we are within the category of persons whose consent is required
under Section 7 of the Act or the rules and regulations of the Commission promulgated thereunder.
Very truly yours,
/s/ Pillsbury Winthrop Shaw Pittman LLP
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Exhibit 5(e)
[Letterhead of Stoll Keenon Ogden PLLC]
April 1, 2019
Kentucky Utilities Company
One Quality Street
Lexington, Kentucky 40507
Ladies and Gentlemen:
We are acting as special counsel to Kentucky Utilities Company (the “Company”) in connection with the issuance and sale by the Company of
$300,000,000.00 of the Company’s 4.375% First Mortgage Bonds due 2045 (the “Bonds”). The Bonds are covered by the Registration Statement on
Form S-3 (Registration No. 333-223142-01) dated February 22, 2018 (the “Registration Statement”) filed by the Company with the Securities and
Exchange Commission (the “SEC”) under the Securities Act of 1933, as amended (the “Securities Act”), the Bonds and related prospectus, dated
February 22, 2018, as supplemented by the prospectus supplement dated March 18, 2019 relating to the offer and sale of the Bonds (as so
supplemented, the “Prospectus”). The Bonds are being issued under the Company’s Indenture dated as of October 1, 2010, as supplemented (the
“Indenture”), to The Bank of New York Mellon, as Trustee.
We have reviewed the Indenture, the Officer’s Certificates of the Company dated September 28, 2015, and April 1, 2019, pursuant to Sections 201 and
301 of the Indenture, establishing the terms and characteristics of the Bonds, and the records of various corporate and other actions taken by the
Company in connection with the issuance of the Bonds. As to various questions of fact relevant to the opinions set forth below, we have relied upon
certificates and other oral and written assurances of public officials and officers or other employees of the Company, its subsidiaries and its affiliates. In
addition, we have reviewed such other documents and satisfied ourselves as to such other matters as we have deemed appropriate in order to render this
opinion. We understand the Registration Statement has become effective under the Securities Act and we assume that at the time of issuance of the
Bonds, such effectiveness shall not have been terminated or rescinded and that there shall not have been any change in law or any authorization
affecting the legality or validity of the Bonds.
Based on the foregoing and, to the extent indicated below, in reliance upon the opinion of other counsel hereinafter mentioned, we are of the opinion
that the Bonds, when issued and delivered by the Company and authenticated by the Trustee in accordance with the Indenture and as contemplated in
the Registration Statement, will be legally issued and binding obligations of the Company.
Our opinion as to the legal and binding nature of the Company’s obligations is subject to laws relating to or affecting generally the enforcement of
creditors’ and mortgagees’ rights, including, without limitation, bankruptcy, insolvency or reorganization laws and general principles of equity and by
requirements of reasonableness, good faith and fair dealing. We express no opinion with respect to the lien of the Indenture.

P

Kentucky Utilities Company
April 1, 2019
Page 2
This opinion is limited to the law of the Commonwealths of Kentucky and Virginia and the State of Tennessee. We express no opinion whatsoever as
to the securities laws of any jurisdiction, including the federal securities laws. Insofar as the opinions set forth herein are dependent upon or affected by
matters governed by the laws of the State of New York, we have relied upon the opinion of even date herewith of Pillsbury Winthrop Shaw Pittman
LLP. In rendering their opinions to you of even date herewith, Pillsbury Winthrop Shaw Pittman LLP and John R. Crockett III may rely as to matters
governed by the law of the Commonwealths of Kentucky and Virginia and the State of Tennessee upon this letter as if it were addressed directly to
them.
We hereby authorize and consent to the use of this opinion as Exhibit 5(e) to the Company’s Current Report on Form 8-K to be filed by the Company
with the SEC and the incorporation thereof by reference into the Registration Statement and to the use of our name under the caption “Validity of the
Bonds” in the Prospectus. In giving this consent, we do not hereby concede that we come within the category of persons whose consent is required
under Section 7 of the Securities Act or the rules and regulations of the SEC thereunder.
Very truly yours,
STOLL KEENON OGDEN PLLC
By: /s/ Anthony L. Schnell
Member

P

Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q
☒

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934 for the quarterly period ended June 30, 2019
OR

☐

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

Commission File
Number

Registrant;
State of Incorporation;
Address and Telephone Number

IRS Employer
Identification No.

1-11459

PPL Corporation

23-2758192

(Exact name of Registrant as specified in its charter)
Pennsylvania
Two North Ninth Street
Allentown,
(610)
1-905

PA

18101-1179

774-5151

PPL Electric Utilities Corporation

23-0959590

(Exact name of Registrant as specified in its charter)
Pennsylvania
Two North Ninth Street
Allentown,
(610)
333-173665

PA

18101-1179

774-5151

LG&E and KU Energy LLC

20-0523163

(Exact name of Registrant as specified in its charter)
Kentucky
220 West Main Street
Louisville,
(502)
1-2893

KY

40202-1377

627-2000

Louisville Gas and Electric Company

61-0264150

(Exact name of Registrant as specified in its charter)
Kentucky
220 West Main Street
Louisville,
(502)
1-3464

KY

40202-1377

627-2000

Kentucky Utilities Company
(Exact name of Registrant as specified in its charter)
Kentucky and Virginia
One Quality Street
Lexington,
(502)

KY

627-2000

40507-1462

61-0247570
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Securities registered pursuant to Section 12(b) of the Act:
Title of each class

Trading Symbol:

Name of each exchange on which registered

Common Stock of PPL Corporation

PPL

New York Stock Exchange

2007 Series A due 2067

PPL/67

New York Stock Exchange

2013 Series B due 2073

PPX

New York Stock Exchange

Junior Subordinated Notes of PPL Capital Funding, Inc.

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

Yes

☒

No

☐

PPL Electric Utilities Corporation

Yes

☒

No

☐

LG&E and KU Energy LLC

Yes

☒

No

☐

Louisville Gas and Electric Company

Yes

☒

No

☐

Kentucky Utilities Company

Yes

☒

No

☐

Indicate by check mark whether the registrants have submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of
Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrants were required to submit such files).
PPL Corporation

Yes

☒

No

☐

PPL Electric Utilities Corporation

Yes

☒

No

☐

LG&E and KU Energy LLC

Yes

☒

No

☐

Louisville Gas and Electric Company

Yes

☒

No

☐

Kentucky Utilities Company

Yes

☒

No

☐

Indicate by check mark whether the registrants are large accelerated filers, accelerated filers, non-accelerated filers, smaller reporting companies or emerging
growth companies. See the definitions of "large accelerated filer," "accelerated filer," "smaller reporting company" and "emerging growth company" in Rule
12b-2 of the Exchange Act.
Large accelerated
filer

Accelerated
filer

Non-accelerated
filer

Smaller reporting
company

Emerging growth
company

PPL Corporation

☒

☐

☐

☐

☐

PPL Electric Utilities Corporation

☐

☐

☒

☐

☐

LG&E and KU Energy LLC

☐

☐

☒

☐

☐

Louisville Gas and Electric Company

☐

☐

☒

☐

☐

Kentucky Utilities Company

☐

☐

☒

☐

☐

If emerging growth companies, indicate by check mark if the registrants have elected not to use the extended transition period for complying with any new or
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.
PPL Corporation

☐

PPL Electric Utilities Corporation

☐

LG&E and KU Energy LLC

☐

Louisville Gas and Electric Company

☐

Kentucky Utilities Company

☐

Indicate by check mark whether the registrants are shell companies (as defined in Rule 12b-2 of the Exchange Act).
PPL Corporation

Yes

☐

No

☒

PPL Electric Utilities Corporation

Yes

☐

No

☒

LG&E and KU Energy LLC

Yes

☐

No

☒

Louisville Gas and Electric Company

Yes

☐

No

☒

Kentucky Utilities Company

Yes

☐

No

☒
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Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of the latest practicable date.
PPL Corporation

Common stock, $0.01 par value, 722,247,303 shares outstanding at July 31, 2019.

PPL Electric Utilities Corporation

Common stock, no par value, 66,368,056 shares outstanding and all held by PPL Corporation at July 31, 2019.

LG&E and KU Energy LLC

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

Louisville Gas and Electric Company

Common stock, no par value, 21,294,223 shares outstanding and all held by LG&E and KU Energy LLC at July
31, 2019.

Kentucky Utilities Company

Common stock, no par value, 37,817,878 shares outstanding and all held by LG&E and KY Energy LLC at July
31, 2019.

This document is available free of charge at the Investors section of PPL Corporation's website at www.pplweb.com. However, information on this
website does not constitute a part of this Form 10-Q.
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FORM 10-Q
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This combined Form 10-Q is separately filed by the following Registrants in their individual capacity: PPL Corporation, PPL Electric Utilities Corporation,
LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company. Information contained herein relating to any individual
Registrant is filed by such Registrant solely on its own behalf, and no Registrant makes any representation as to information relating to any other Registrant,
except that information under "Forward-Looking Information" relating to subsidiaries of PPL Corporation is also attributed to PPL Corporation and
information relating to the subsidiaries of LG&E and KU Energy LLC is also attributed to LG&E and KU Energy LLC.
Unless otherwise specified, references in this Report, individually, to PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC,
Louisville Gas and Electric Company and Kentucky Utilities Company are references to such entities directly or to one or more of their subsidiaries, as the
case may be, the financial results of which subsidiaries are consolidated into such Registrants' financial statements in accordance with GAAP. This
presentation has been applied where identification of particular subsidiaries is not material to the matter being disclosed, and to conform narrative disclosures
to the presentation of financial information on a consolidated basis.
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GLOSSARY OF TERMS AND ABBREVIATIONS

PPL Corporation and its subsidiaries
KU - Kentucky Utilities Company, a public utility subsidiary of LKE engaged in the regulated generation, transmission, distribution and sale of electricity,
primarily in Kentucky.
LG&E - Louisville Gas and Electric Company, a public utility subsidiary of LKE engaged in the regulated generation, transmission, distribution and sale of
electricity and the distribution and sale of natural gas in Kentucky.
LKE - LG&E and KU Energy LLC, a subsidiary of PPL and the parent of LG&E, KU and other subsidiaries.
LKS - LG&E and KU Services Company, a subsidiary of LKE that provides administrative, management, and support services primarily to LKE and its
subsidiaries.
PPL - PPL Corporation, the parent holding company of PPL Electric, PPL Energy Funding, PPL Capital Funding, LKE and other subsidiaries.
PPL Capital Funding - PPL Capital Funding, Inc., a financing subsidiary of PPL that provides financing for the operations of PPL and certain
subsidiaries. Debt issued by PPL Capital Funding is guaranteed as to payment by PPL.
PPL Electric - PPL Electric Utilities Corporation, a public utility subsidiary of PPL engaged in the regulated transmission and distribution of electricity in
its Pennsylvania service area and that provides electricity supply to its retail customers in this area as a PLR.
PPL Energy Funding - PPL Energy Funding Corporation, a subsidiary of PPL and the parent holding company of PPL Global and other subsidiaries.
PPL EU Services - PPL EU Services Corporation, a subsidiary of PPL that provides administrative, management and support services primarily to PPL
Electric.
PPL Global - PPL Global, LLC, a subsidiary of PPL Energy Funding that, primarily through its subsidiaries, owns and operates WPD, PPL's regulated
electricity distribution businesses in the U.K.
PPL Services - PPL Services Corporation, a subsidiary of PPL that provides administrative, management and support services to PPL and its subsidiaries.
PPL WPD Limited - an indirect U.K. subsidiary of PPL Global. Following reorganizations in October 2015 and October 2017, PPL WPD Limited is an
indirect parent to WPD plc having previously been a sister company.
Safari Energy - Safari Energy, LLC, an indirect subsidiary of PPL, acquired in June 2018, that provides solar energy solutions for commercial customers in
the U.S.
WPD - refers to PPL WPD Limited and its subsidiaries.
WPD (East Midlands) - Western Power Distribution (East Midlands) plc, a British regional electricity distribution utility company.
WPD plc - Western Power Distribution plc, an indirect U.K. subsidiary of PPL WPD Limited. Its principal indirectly owned subsidiaries are WPD (East
Midlands), WPD (South Wales), WPD (South West) and WPD (West Midlands).
WPD Midlands - refers to WPD (East Midlands) and WPD (West Midlands), collectively.
WPD (South Wales) - Western Power Distribution (South Wales) plc, a British regional electricity distribution utility company.
WPD (South West) - Western Power Distribution (South West) plc, a British regional electricity distribution utility company.
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WPD (West Midlands) - Western Power Distribution (West Midlands) plc, a British regional electricity distribution utility company.
WKE - Western Kentucky Energy Corp., a subsidiary of LKE that leased certain non-regulated utility generating plants in western Kentucky until July 2009.
Other terms and abbreviations

£ - British pound sterling.
2018 Form 10-K - Annual Report to the SEC on Form 10-K for the year ended December 31, 2018.
Act 11 - Act 11 of 2012 that became effective on April 16, 2012. The Pennsylvania legislation authorized the PUC to approve two specific ratemaking
mechanisms: the use of a fully projected future test year in base rate proceedings and, subject to certain conditions, a DSIC.
Act 129 - Act 129 of 2008 that became effective in October 2008. The law amended the Pennsylvania Public Utility Code and created an energy efficiency
and conservation program and smart metering technology requirements, adopted new PLR electricity supply procurement rules, provided remedies for
market misconduct and changed the Alternative Energy Portfolio Standard (AEPS).
Act 129 Smart Meter program - PPL Electric's system wide meter replacement program that installs wireless digital meters that provide secure
communication between PPL Electric and the meter as well as all related infrastructure.
Adjusted Gross Margins - a non-GAAP financial measure of performance used in "Item 2. Combined Management's Discussion and Analysis of
Financial Condition and Results of Operations" (MD&A).
AFUDC - allowance for funds used during construction. The cost of equity and debt funds used to finance construction projects of regulated businesses,
which is capitalized as part of construction costs.
AOCI - accumulated other comprehensive income or loss.
ARO - asset retirement obligation.
ATM Program - at-the-market stock offering program.
CCR(s) - coal combustion residual(s). CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes.
Clean Air Act - federal legislation enacted to address certain environmental issues related to air emissions, including acid rain, ozone and toxic air
emissions.
Clean Water Act - federal legislation enacted to address certain environmental issues relating to water quality including effluent discharges, cooling water
intake, and dredge and fill activities.
CPCN - Certificate of Public Convenience and Necessity. Authority granted by the KPSC pursuant to Kentucky Revised Statute 278.020 to provide utility
service to or for the public or the construction of certain plant, equipment, property or facility for furnishing of utility service to the public.
Customer Choice Act - the Pennsylvania Electricity Generation Customer Choice and Competition Act, legislation enacted to restructure the state's
electric utility industry to create retail access to a competitive market for generation of electricity.
DNO - Distribution Network Operator in the U.K.
DRIP - PPL Amended and Restated Dividend Reinvestment and Direct Stock Purchase Plan.
DSIC - Distribution System Improvement Charge. Authorized under Act 11, which is an alternative ratemaking mechanism providing more-timely cost
recovery of qualifying distribution system capital expenditures.
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DSM - Demand Side Management. Pursuant to Kentucky Revised Statute 278.285, the KPSC may determine the reasonableness of DSM programs proposed
by any utility under its jurisdiction. DSM programs consist of energy efficiency programs intended to reduce peak demand and delay the investment in
additional power plant construction, provide customers with tools and information regarding their energy usage and support energy efficiency.
Earnings from Ongoing Operations - a non-GAAP financial measure of earnings adjusted for the impact of special items and used in "Item 2.
Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" (MD&A).
ECR - Environmental Cost Recovery. Pursuant to Kentucky Revised Statute 278.183, Kentucky electric utilities are entitled to the current recovery of costs
of complying with the Clean Air Act, as amended, and those federal, state or local environmental requirements that apply to coal combustion wastes and
byproducts from the production of energy from coal.
ELG(s) - Effluent Limitation Guidelines, regulations promulgated by the EPA.
EPA - Environmental Protection Agency, a U.S. government agency.
EPS - earnings per share.
FERC - Federal Energy Regulatory Commission, the U.S. federal agency that regulates, among other things, interstate transmission and wholesale sales of
electricity, hydroelectric power projects and related matters.
GAAP - Generally Accepted Accounting Principles in the U.S.
GBP - British pound sterling.
GHG(s) - greenhouse gas(es).
GLT - gas line tracker. The KPSC approved mechanism for LG&E's recovery of costs associated with gas transmission lines, gas service lines, gas risers,
leak mitigation, and gas main replacements.
HB 487 - House Bill 487. Comprehensive Kentucky state tax legislation enacted in April 2018.
IRS - Internal Revenue Service, a U.S. government agency.
KPSC - Kentucky Public Service Commission, the state agency that has jurisdiction over the regulation of rates and service of utilities in Kentucky.
kWh - kilowatt hour, basic unit of electrical energy.
LIBOR - London Interbank Offered Rate.
Moody's - Moody's Investors Service, Inc., a credit rating agency.
MW - megawatt, one thousand kilowatts.
NAAQS - National Ambient Air Quality Standards periodically adopted pursuant to the Clean Air Act.
NERC - North American Electric Reliability Corporation.
New Source Review - a Clean Air Act program that requires industrial facilities to install updated pollution control equipment when they are built or
when making a modification that increases emissions beyond certain allowable thresholds.
NPNS - the normal purchases and normal sales exception as permitted by derivative accounting rules. Derivatives that qualify for this exception may receive
accrual accounting treatment.
OCI - other comprehensive income or loss.
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Ofgem - Office of Gas and Electricity Markets, the British agency that regulates transmission, distribution and wholesale sales of electricity and gas and
related matters.
OVEC - Ohio Valley Electric Corporation, located in Piketon, Ohio, an entity in which LKE indirectly owns an 8.13% interest (consists of LG&E's 5.63%
and KU's 2.50% interests), which is recorded at cost. OVEC owns and operates two coal-fired power plants, the Kyger Creek plant in Ohio and the Clifty
Creek plant in Indiana, with combined capacities of 2,120 MW.
Performance unit - stock-based compensation award that represents a variable number of shares of PPL common stock that a recipient may receive based
on PPL's attainment of (i) relative total shareowner return (TSR) over a three-year performance period as compared to companies in the Philadelphia Stock
Exchange Utility Index; or (ii) corporate return on equity (ROE) based on the average of the annual ROE for each year of the three-year performance period.
PLR - Provider of Last Resort, the role of PPL Electric in providing default electricity supply within its delivery area to retail customers who have not
chosen to select an alternative electricity supplier under the Customer Choice Act.
PP&E - property, plant and equipment.
PPL EnergyPlus - prior to the June 1, 2015 spinoff, PPL Energy Supply, LLC, PPL EnergyPlus, LLC, a subsidiary of PPL Energy Supply that marketed
and traded wholesale and retail electricity and gas, and supplied energy and energy services in competitive markets.
PPL Energy Supply - prior to the June 1, 2015 spinoff, PPL Energy Supply, LLC, a subsidiary of PPL Energy Funding and the indirect parent company of
PPL Montana, LLC.
PPL Montana - prior to the June 1, 2015 spinoff of PPL Energy Supply, PPL Montana, LLC, an indirect subsidiary of PPL Energy Supply that generated
electricity for wholesale sales in Montana and the Pacific Northwest.
PUC - Pennsylvania Public Utility Commission, the state agency that regulates certain ratemaking, services, accounting and operations of Pennsylvania
utilities.
RAV - regulatory asset value. This term, used within the U.K. regulatory environment, is also commonly known as RAB or regulatory asset base. RAV is
based on historical investment costs at time of privatization, plus subsequent allowed additions less annual regulatory depreciation, and represents the value
on which DNOs earn a return in accordance with the regulatory cost of capital. RAV is indexed to Retail Price Index (RPI) in order to allow for the effects of
inflation. RAV additions have been and continue to be based on a percentage of annual total expenditures that have a long-term benefit to WPD (similar to
capital projects for the U.S. regulated businesses that are generally included in rate base).
RCRA - Resource Conservation and Recovery Act of 1976.
Registrant(s) - refers to the Registrants named on the cover of this Report (each a "Registrant" and collectively, the "Registrants").
Regulation S-X - SEC regulation governing the form and content of and requirements for financial statements required to be filed pursuant to the federal
securities laws.
RFC - ReliabilityFirst Corporation, one of eight regional entities with delegated authority from NERC that work to safeguard the reliability of the bulk
power systems throughout North America.
RIIO - Ofgem's framework for setting U.K. regulated gas and electric utility price controls which stands for "Revenues = Incentive + Innovation + Outputs."
RIIO-1 refers to the first generation of price controls under the RIIO framework. RIIO-ED1 refers to the RIIO regulatory price control applicable to the
operators of U.K. electricity distribution networks, the duration of which is April 2015 through March 2023. RIIO-2 refers to the second generation of price
controls under the RIIO framework. RIIO-ED2 refers to the second generation of the RIIO regulatory price control applicable to the operators of U.K.
electricity distribution networks, which will begin in April 2023.
Riverstone - Riverstone Holdings LLC, a Delaware limited liability company and, as of December 6, 2016, ultimate parent company of the entities that
own the competitive power generation business contributed to Talen Energy.
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RPI - retail price index, is a measure of inflation in the United Kingdom published monthly by the Office for National Statistics.
Sarbanes-Oxley - Sarbanes-Oxley Act of 2002, which sets requirements for management's assessment of internal controls for financial reporting. It also
requires an independent auditor to make its own assessment.
SCRs - selective catalytic reduction, a pollution control process for the removal of nitrogen oxide from exhaust gas.
Scrubber - an air pollution control device that can remove particulates and/or gases (primarily sulfur dioxide) from exhaust gases.
SEC - the U.S. Securities and Exchange Commission, a U.S. government agency primarily responsible to protect investors and maintain the integrity of the
securities markets.
SERC - SERC Reliability Corporation, one of eight regional entities with delegated authority from NERC that work to safeguard the reliability of the bulk
power systems throughout North America.
Smart metering technology - technology that can measure, among other things, time of electricity consumption to permit offering rate incentives for
usage during lower cost or demand intervals. The use of this technology also has the potential to strengthen network reliability.
S&P - S&P Global Ratings, a credit rating agency.
Superfund - federal environmental statute that addresses remediation of contaminated sites; states also have similar statutes.
Talen Energy - Talen Energy Corporation, the Delaware corporation formed to be the publicly traded company and owner of the competitive generation
assets of PPL Energy Supply and certain affiliates of Riverstone, which as of December 6, 2016, became wholly owned by Riverstone.
Talen Energy Marketing - Talen Energy Marketing, LLC, the new name of PPL EnergyPlus subsequent to the spinoff of PPL Energy Supply.
TCJA - Tax Cuts and Jobs Act. Comprehensive U.S. federal tax legislation enacted on December 22, 2017.
Treasury Stock Method - a method applied to calculate diluted EPS that assumes any proceeds that could be obtained upon exercise of options and
warrants (and their equivalents) would be used to purchase common stock at the average market price during the relevant period.
VEBA - Voluntary Employee Beneficiary Association. A tax-exempt trust under the Internal Revenue Code Section 501(c)(9) used by employers to fund and
pay eligible medical, life and similar benefits.
VSCC - Virginia State Corporation Commission, the state agency that has jurisdiction over the regulation of Virginia corporations, including utilities.
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Forward-looking Information
Statements contained in this Form 10-Q concerning expectations, beliefs, plans, objectives, goals, strategies, future events or performance and underlying
assumptions and other statements that are other than statements of historical fact are "forward-looking statements" within the meaning of the federal
securities laws. Although the Registrants believe that the expectations and assumptions reflected in these statements are reasonable, there can be no assurance
that these expectations will prove to be correct. Forward-looking statements are subject to many risks and uncertainties, and actual results may differ
materially from the results discussed in forward-looking statements. In addition to the specific factors discussed in each Registrant's 2018 Form 10-K and in
"Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" in this Form 10-Q, the following are among
the important factors that could cause actual results to differ materially and adversely from the forward-looking statements:
•the outcome of rate cases or other cost recovery or revenue proceedings;
•changes in U.S. state or federal or U.K. tax laws or regulations;
•the direct or indirect effects on PPL or its subsidiaries or business systems of cyber-based intrusion or the threat of cyberattacks;
•significant decreases in demand for electricity in the U.S.;
•expansion of alternative and distributed sources of electricity generation and storage;
•changes in foreign currency exchange rates for British pound sterling and the related impact on unrealized gains and losses on PPL's foreign currency
economic hedges;
•the effectiveness of our risk management programs, including foreign currency and interest rate hedging;
•non-achievement by WPD of performance targets set by Ofgem;
•the effect of changes in RPI on WPD's revenues and index linked debt;
•developments related to ongoing negotiations regarding the U.K.'s intent to withdraw from the European Union and any actions in response thereto;
•the amount of WPD's pension deficit funding recovered in revenues after March 31, 2021, following the next triennial pension review that began in March
2019;
•defaults by counterparties or suppliers for energy, capacity, coal, natural gas or key commodities, goods or services;
•capital market conditions, including the availability of capital or credit, changes in interest rates and certain economic indices, and decisions regarding
capital structure;
•a material decline in the market value of PPL's equity;
•significant decreases in the fair value of debt and equity securities and its impact on the value of assets in defined benefit plans, and the potential cash
funding requirements if fair value declines;
•interest rates and their effect on pension and retiree medical liabilities, ARO liabilities and interest payable on certain debt securities;
•volatility in or the impact of other changes in financial markets and economic conditions;
•the potential impact of any unrecorded commitments and liabilities of the Registrants and their subsidiaries;
•new accounting requirements or new interpretations or applications of existing requirements;
•changes in the corporate credit ratings or securities analyst rankings of the Registrants and their securities;
•any requirement to record impairment charges pursuant to GAAP with respect to any of our significant investments;
•laws or regulations to reduce emissions of GHGs or the physical effects of climate change;
•continuing ability to access fuel supply for LG&E and KU, as well as the ability to recover fuel costs and environmental expenditures in a timely manner at
LG&E and KU and natural gas supply costs at LG&E;
•weather and other conditions affecting generation, transmission and distribution operations, operating costs and customer energy use;
•catastrophic events such as fires, earthquakes, explosions, floods, tornadoes, hurricanes and other storms, droughts, pandemic health events or other similar
occurrences;
•war, armed conflicts, terrorist attacks, or similar disruptive events;
•changes in political, regulatory or economic conditions in states, regions or countries where the Registrants or their subsidiaries conduct business;
•receipt of necessary governmental permits and approvals;
•new state, federal or foreign legislation or regulatory developments;
•the impact of any state, federal or foreign investigations applicable to the Registrants and their subsidiaries and the energy industry;
•our ability to attract and retain qualified employees;
•the effect of any business or industry restructuring;
•development of new projects, markets and technologies;
•performance of new ventures;
1
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•business dispositions or acquisitions and our ability to realize expected benefits from such business transactions;
•collective labor bargaining negotiations; and
•the outcome of litigation against the Registrants and their subsidiaries.
Any forward-looking statements should be considered in light of such important factors and in conjunction with other documents of the Registrants on file
with the SEC.
New factors that could cause actual results to differ materially from those described in forward-looking statements emerge from time to time, and it is not
possible for the Registrants to predict all such factors, or the extent to which any such factor or combination of factors may cause actual results to differ from
those contained in any forward-looking statement. Any forward-looking statement speaks only as of the date on which such statement is made, and the
Registrants undertake no obligation to update the information contained in such statement to reflect subsequent developments or information.
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PART I. FINANCIAL INFORMATION
ITEM 1. Financial Statements
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, except share data)

Three Months Ended June 30,
2019
Operating Revenues

$

Six Months Ended June 30,

2018

1,803

$

2019

1,848

$

2018

3,882

$

3,974

Operating Expenses
Operation
Fuel

168

189

362

403

Energy purchases

138

148

388

389

Other operation and maintenance

482

506

972

974

300

273

584

542

Taxes, other than income

75

74

155

157

Total Operating Expenses

1,163

1,190

2,461

2,465

Operating Income

640

658

1,421

1,509

Other Income (Expense) - net

131

234

183

191

Interest Expense

246

235

487

474

Income Before Income Taxes

525

657

1,117

1,226

84

142

210

259

Depreciation

Income Taxes
$

441

$

515

$

907

$

967

Basic

$

0.61

$

0.74

$

1.26

$

1.39

Diluted

$

0.60

$

0.73

$

1.24

$

1.38

Net Income
Earnings Per Share of Common Stock:
Net Income Available to PPL Common Shareowners:

Weighted-Average Shares of Common Stock Outstanding
(in thousands)
Basic

721,785

699,006

721,406

696,772

Diluted

730,915

700,976

730,436

698,161

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

3

Table of Contents

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended June 30,
2019
Net income

$

Six Months Ended June 30,

2018
441

$

2019
515

$

2018
907

$

967

Other comprehensive income (loss):
Amounts arising during the period - gains (losses), net of tax (expense) benefit:
Foreign currency translation adjustments, net of tax of $0, ($2), $0, ($2)

(377)

(250)

(83)

35

19

16

(1)

Prior service costs, net of tax of $0, $0, $0, $0

—

(1)

—

(1)

Net actuarial gain (loss), net of tax of $1, $0, $2, $0

(2)

—

(5)

(1)

(27)

(19)

(3)

(7)

1

1

1

1

21

34

42

70

(349)

(216)

(32)

(73)

Qualifying derivatives, net of tax of ($8), ($4), ($4), $0

(134)

Defined benefit plans:

Reclassifications from AOCI - (gains) losses, net of tax expense (benefit):
Qualifying derivatives, net of tax of $6, $3, $0, $1
Defined benefit plans:
Prior service costs, net of tax of $0, $0, $0, $0
Net actuarial (gain) loss, net of tax of ($6), ($9), ($11), ($18)
Total other comprehensive income (loss)
$

Comprehensive income

92

$

299

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)
Six Months Ended June 30,
2019

2018

Cash Flows from Operating Activities
Net income

$

907

$

967

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

584

542

Amortization

31

34

(135)

(101)

154

171

Defined benefit plans - (income)
Deferred income taxes and investment tax credits
Unrealized (gains) losses on derivatives, and other hedging activities

22

(91)

Stock-based compensation expense

19

16

Other

(7)

(9)

22

46

Accounts payable

(102)

(90)

Unbilled revenues

70

91

Change in current assets and current liabilities
Accounts receivable

Fuel, materials and supplies

19

32

Prepayments

(79)

(60)

Regulatory assets and liabilities, net

(72)

42

Accrued interest

(63)

(79)

Other current liabilities

(85)

(47)

11

12

(207)

(206)

—

65

11

(67)

(30)

57

Other
Other operating activities
Defined benefit plans - funding
Proceeds from transfer of excess benefit plan funds
Other assets
Other liabilities
Net cash provided by operating activities

1,070

1,325

(1,474)

(1,527)

(55)

(65)

61

—

Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Purchase of investments
Proceeds from the sale of investments
Other investing activities
Net cash used in investing activities

(11)

(57)

(1,479)

(1,649)

Cash Flows from Financing Activities
Issuance of long-term debt
Retirement of long-term debt
Issuance of common stock

769

584

(200)

(250)

35

147

(594)

(558)

Net increase in short-term debt

206

788

Other financing activities

(18)

(16)

198

695

Payment of common stock dividends

Net cash provided by financing activities
Effect of Exchange Rates on Cash, Cash Equivalents and Restricted Cash

(4)

Net Increase (Decrease) in Cash, Cash Equivalents and Restricted Cash

(215)

Cash, Cash Equivalents and Restricted Cash at Beginning of Period
Cash, Cash Equivalents and Restricted Cash at End of Period
Supplemental Disclosures of Cash Flow Information

(7)
364

643
$

428

511
$

875

Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at June 30,

$

278

$

329

Accrued expenditures for intangible assets at June 30,

$

59

$

59

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

June 30,
2019

December 31,
2018

Assets

Current Assets
Cash and cash equivalents

$

406

$

621

Accounts receivable (less reserve: 2019, $60; 2018, $56)
Customer
Other

662

663

110

107

Unbilled revenues

425

496

Fuel, materials and supplies

286

303

Prepayments

142

70

Price risk management assets

133

109

Other current assets

67

63

Total Current Assets

2,231

2,432

40,793

39,734

7,583

7,310

33,210

32,424

Non-regulated property, plant and equipment

342

355

Less: accumulated depreciation - non-regulated property, plant and equipment

104

101

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant
Regulated utility plant, net

Non-regulated property, plant and equipment, net

238

254

1,682

1,780

35,130

34,458

Regulatory assets

1,662

1,673

Goodwill

Construction work in progress
Property, Plant and Equipment, net
Other Noncurrent Assets

3,139

3,162

Other intangibles

710

716

Pension benefit asset

832

535

Price risk management assets

209

228

Other noncurrent assets

291

192

6,843

6,506

Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

June 30,
2019

December 31,
2018

Liabilities and Equity

Current Liabilities
Short-term debt

$

1,636

$

1,430

Long-term debt due within one year

136

530

Accounts payable

830

989

Taxes

111

110

Interest

215

278

Dividends

298

296

Customer deposits

265

257

Regulatory liabilities

60

122

512

551

4,063

4,563

20,965

20,069

Deferred income taxes

2,986

2,796

Investment tax credits

125

126

Accrued pension obligations

716

771

Asset retirement obligations

223

264

2,685

2,714

458

436

7,193

7,107

7

7

11,069

11,021

Other current liabilities
Total Current Liabilities
Long-term Debt
Deferred Credits and Other Noncurrent Liabilities

Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities
Commitments and Contingent Liabilities (Notes 7 and 11)
Equity
Common stock - $0.01 par value (a)
Additional paid-in capital
Earnings reinvested

4,903

4,593

Accumulated other comprehensive loss

(3,996)

(3,964)

Total Equity

11,983

11,657

$

Total Liabilities and Equity
(a)1,560,000 shares authorized; 721,840 and 720,323 shares issued and outstanding at June 30, 2019 and December 31, 2018.

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding (a)

March 31, 2019

721,371

Common stock issued

Additional
paid-in
capital

Common
stock

$

7

$

469

Stock-based compensation

Accumulated
other
comprehensive
loss

Earnings
reinvested

11,051

$

4,761

$

(3,647)

Total

$

12,172

15

15

3

3

Net income
Dividends and dividend equivalents (b)

441

441

(299)

(299)

Other comprehensive income (loss)

(349)

(349)

June 30, 2019

721,840

$

7

$

11,069

$

4,903

$

(3,996)

$

11,983

December 31, 2018

720,323

$

7

$

11,021

$

4,593

$

(3,964)

$

11,657

Common stock issued

1,517

Stock-based compensation

47

47

1

1

Net income
Dividends and dividend equivalents (b)

907

907

(597)

(597)

Other comprehensive income (loss)

(32)

(32)

June 30, 2019

721,840

$

7

$

11,069

$

4,903

$

(3,996)

$

11,983

March 31, 2018

697,383

$

7

$

10,411

$

4,037

$

(3,279)

$

11,176

Common stock issued

1,745

Stock-based compensation

48

48

3

3

Net income

515

Dividends and dividend equivalents (b)

515

(286)

(286)

Other comprehensive income (loss)

(216)

(216)

June 30, 2018

699,128

$

7

$

10,462

$

4,266

$

(3,495)

$

11,240

December 31, 2017

693,398

$

7

$

10,305

$

3,871

$

(3,422)

$

10,761

Common stock issued

5,730

163

Stock-based compensation

163

(6)

(6)

Net income
Dividends and dividend equivalents (b)

967

967

(572)

(572)

Other comprehensive income (loss)
June 30, 2018

(73)
699,128

$

7

$

10,462

$

4,266

$

(3,495)

(73)
$

11,240

(a)Shares in thousands. Each share entitles the holder to one vote on any question presented at any shareowners' meeting.
(b)Dividends declared per share of common stock were $0.4125 and $0.8250 for the three and six months ended June 30, 2019 and $0.4100 and $0.8200 for the three and six months ended June 30,
2018.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended June 30,
2019
Operating Revenues

$

Six Months Ended June 30,

2018
521

$

2019
517

$

2018

1,166

$

1,156

Operating Expenses
Operation
Energy purchases

110

115

281

276

Other operation and maintenance

130

159

280

292

Depreciation

96

88

191

173

Taxes, other than income

24

22

55

54

Total Operating Expenses

360

384

807

795

161

133

359

361

Other Income (Expense) - net

6

7

11

13

Interest Income from Affiliate

—

1

2

1

Interest Expense

41

39

83

76

126

102

289

299

32

27

74

76

Operating Income

Income Before Income Taxes
Income Taxes
$

Net Income (a)

94

$

75

(a)Net income equals comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Six Months Ended June 30,
2019

2018

Cash Flows from Operating Activities
Net income

$

215

$

223

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

191

173

Amortization

11

11

Deferred income taxes and investment tax credits

36

53

Other

(9)

(9)

7

37

(39)

(60)

Change in current assets and current liabilities
Accounts receivable
Accounts payable
Unbilled revenues

31

30

Prepayments

(64)

(47)

Regulatory assets and liabilities, net

(40)

(27)

Taxes payable

(4)

(1)

Other

(7)

1

(21)

(28)

Other assets

4

(41)

Other liabilities

3

49

314

364

(533)

(518)

Other operating activities
Defined benefit plans - funding

Net cash provided by operating activities
Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Other investing activities

3

Net cash used in investing activities

(3)

(530)

(521)

—

398

Cash Flows from Financing Activities
Issuance of long-term debt
Contributions from parent
Payment of common stock dividends to parent
Net increase in short-term debt
Other financing activities

—

425

(215)

(222)

185

—

(1)

Net cash provided by (used in) financing activities
Net Increase (Decrease) in Cash, Cash Equivalents and Restricted Cash
Cash, Cash Equivalents and Restricted Cash at Beginning of Period
Cash, Cash Equivalents and Restricted Cash at End of Period

(4)

(31)

597

(247)

440

269

51

$

22

$

491

$

158

$

180

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at June 30,
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

June 30,
2019

December 31,
2018

Assets

Current Assets
Cash and cash equivalents

$

20

$

267

Accounts receivable (less reserve: 2019, $28; 2018, $27)
Customer
Other

286

264

21

38

Accounts receivable from affiliates

10

11

Unbilled revenues

89

120

Materials and supplies

26

25

Prepayments

62

5

Regulatory assets

17

11

Other current assets

8

9

Total Current Assets

539

750

12,036

11,637

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

2,961

2,856

Regulated utility plant, net

9,075

8,781

Construction work in progress

627

586

9,702

9,367

Regulatory assets

805

824

Intangibles

260

260

48

42

1,113

1,126

Property, Plant and Equipment, net
Other Noncurrent Assets

Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

June 30,
2019

December 31,
2018

Liabilities and Equity

Current Liabilities
Short-term debt

$

Accounts payable
Accounts payable to affiliates
Taxes

185

$

—

374

418

30

25

8

12

Interest

37

37

Regulatory liabilities

43

74

Other current liabilities

95

101

Total Current Liabilities

772

667

3,695

3,694

Long-term Debt
Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes

1,371

1,320

Accrued pension obligations

253

282

Regulatory liabilities

661

675

Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

141

144

2,426

2,421

Commitments and Contingent Liabilities (Notes 7 and 11)
Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
$

Total Liabilities and Equity
(a)170,000 shares authorized; 66,368 shares issued and outstanding at June 30, 2019 and December 31, 2018.

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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11,243
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding
(a)
March 31, 2019

66,368

Additional
paid-in
capital

Common
stock
$

364

$

3,158

Earnings
reinvested
$

Net income

940

Total
$

94

Dividends declared on common stock

94

(95)

June 30, 2019

66,368

$

364

$

3,158

$

December 31, 2018

66,368

$

364

$

3,158

$

Net income
Dividends declared on common stock

4,462
(95)

939

$

4,461

939

$

4,461

215

215

(215)

(215)

June 30, 2019

66,368

$

364

$

3,158

$

939

$

4,461

March 31, 2018

66,368

$

364

$

2,729

$

975

$

4,068

Net income
Capital contributions from parent

75

75
425

(150)

(150)

425

Dividends declared on common stock
June 30, 2018

66,368

$

364

$

3,154

$

900

$

4,418

December 31, 2017

66,368

$

364

$

2,729

$

899

$

3,992

Net income

223

Capital contributions from parent

223

425

425

Dividends declared on common stock

(222)
66,368

June 30, 2018

$

364

$

3,154

$

(a)Shares in thousands. All common shares of PPL Electric stock are owned by PPL.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended June 30,
2019
Operating Revenues

$

Six Months Ended June 30,

2018
732

$

2019
743

$

2018

1,577

$

1,615

Operating Expenses
Operation
Fuel

168

Energy purchases
Other operation and maintenance
Depreciation

189

362

403

27

33

106

113

208

211

422

416

135

118

258

235

Taxes, other than income

18

18

36

35

Total Operating Expenses

556

569

1,184

1,202

176

174

393

413

Other Income (Expense) - net

—

1

—

Interest Expense

58

52

112

102

Interest Expense with Affiliate

9

6

16

11

Income Before Income Taxes

109

117

265

298

3

31

35

70

Operating Income

Income Taxes
$

Net Income (a)

106

$

86

(a)Net income approximates comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Six Months Ended June 30,
2019

2018

Cash Flows from Operating Activities
Net income

$

230

$

228

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

258

235

Amortization

16

9

Defined benefit plans - expense

5

8

Deferred income taxes and investment tax credits

47

30

Other

(1)

(1)

24

16

Accounts payable

(34)

(10)

Unbilled revenues

13

40

Change in current assets and current liabilities
Accounts receivable

Fuel, materials and supplies

21

26

Regulatory assets and liabilities, net

(32)

69

Taxes payable

(25)

(25)

7

—

(23)

(39)

Defined benefit plans - funding

(28)

(122)

Expenditures for asset retirement obligations

Accrued interest
Other
Other operating activities

(45)

(26)

Other assets

(1)

(1)

Other liabilities

13

3

445

440

Expenditures for property, plant and equipment

(530)

(564)

Net cash used in investing activities

(530)

(564)

Net increase (decrease) in notes payable with affiliate

90

(126)

Issuance of long-term debt with affiliate

—

250

705

100

Retirement of long-term debt

(200)

—

Net increase (decrease) in short-term debt

(418)

72

Distributions to member

(137)

(161)

63

—

(10)

(2)

Net cash provided by operating activities
Cash Flows from Investing Activities

Cash Flows from Financing Activities

Issuance of long-term debt

Contributions from member
Other financing activities
Net cash provided by financing activities
Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period

93

133

8

9

24

30

$

32

$

39

$

91

$

112

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at June 30,
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

June 30,
2019

December 31,
2018

Assets

Current Assets
Cash and cash equivalents

$

32

$

24

Accounts receivable (less reserve: 2019, $27; 2018, $27)
Customer

219

Other

239

69

63

1

—

Unbilled revenues

156

169

Fuel, materials and supplies

228

248

30

25

Accounts receivable from affiliates

Prepayments
Regulatory assets

26

25

761

793

14,072

13,721

2,192

2,125

Regulated utility plant, net

11,880

11,596

Construction work in progress

929

1,018

12,809

12,614

Regulatory assets

857

849

Goodwill

996

996

74

78

133

82

2,060

2,005

Total Current Assets
Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

Property, Plant and Equipment, net
Other Noncurrent Assets

Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

June 30,
2019

December 31,
2018

Liabilities and Equity

Current Liabilities
Short-term debt

$

96

$

514

Long-term debt due within one year

136

530

Notes payable with affiliates

203

113

Accounts payable

283

366

Accounts payable to affiliates

8

9

Customer deposits

63

61

Taxes

38

63

5

4

Regulatory liabilities

17

48

Interest

39

32

Asset retirement obligations

80

82

Price risk management liabilities

Other current liabilities

136

126

1,104

1,948

5,216

4,322

650

650

5,866

4,972

Deferred income taxes

1,020

956

Investment tax credits

124

126

Total Current Liabilities
Long-term Debt
Long-term debt
Long-term debt to affiliate
Total Long-term Debt
Deferred Credits and Other Noncurrent Liabilities

Price risk management liabilities

18

16

Accrued pension obligations

264

282

Asset retirement obligations

175

214

2,024

2,039

158

136

3,783

3,769

4,877

4,723

Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities
Commitments and Contingent Liabilities (Notes 7 and 11)
Member's Equity
Total Liabilities and Equity

$
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Member's
Equity
March 31, 2019

$

Net income

4,791
106

Contributions from member

63

Distributions to member

(81)

Other comprehensive income (loss)

(2)

June 30, 2019

$

4,877

December 31, 2018

$

4,723

Net income

230

Contributions from member

63

Distributions to member

(137)

Other comprehensive income (loss)

(2)

June 30, 2019

$

4,877

March 31, 2018

$

4,637

Net income

86

Distributions to member

(92)

Other comprehensive income

1

June 30, 2018

$

4,632

December 31, 2017

$

4,563

Net income

228

Distributions to member

(161)

Other comprehensive income

2
$

June 30, 2018
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF INCOME
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars)

Three Months Ended June 30,
2019

Six Months Ended June 30,

2018

2019

2018

Operating Revenues
Retail and wholesale

$

Electric revenue from affiliate

328

$

331

$

725

$

738

6

4

19

16

334

335

744

754

Fuel

69

72

147

151

Energy purchases

22

28

96

104

Total Operating Revenues

Operating Expenses
Operation

Energy purchases from affiliate

2

2

4

8

96

93

190

182

Depreciation

56

49

107

97

Taxes, other than income

10

9

19

18

Total Operating Expenses

255

253

563

560

Operating Income

79

82

181

194

Other Income (Expense) - net

(1)

(1)

(1)

(2)

Interest Expense

22

19

43

37

Income Before Income Taxes

56

62

137

155

Income Taxes

12

12

29

33

Other operation and maintenance

$

Net Income (a)

44

$

50

(a)Net income equals comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF CASH FLOWS
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars)

Six Months Ended June 30,
2019

2018

Cash Flows from Operating Activities
Net income

$

108

$

122

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

107

97

Amortization

11

7

Defined benefit plans - expense
Deferred income taxes and investment tax credits

1

2

28

18

15

11

6

6

(16)

(12)

(4)

(3)

Change in current assets and current liabilities
Accounts receivable
Accounts receivable from affiliates
Accounts payable
Accounts payable to affiliates
Unbilled revenues
Fuel, materials and supplies

Regulatory assets and liabilities, net
Taxes payable
Accrued interest
Other

9

24

27

31

(13)

32

(7)

(2)

4

—

(8)

(7)

Other operating activities
Defined benefit plans - funding
Expenditures for asset retirement obligations
Other assets
Other liabilities

(4)

(57)

(12)

(10)

(1)

—

7

Net cash provided by operating activities

(4)

258

255

Expenditures for property, plant and equipment

(224)

(296)

Net cash used in investing activities

(224)

(296)

Cash Flows from Investing Activities

Cash Flows from Financing Activities
Issuance of long-term debt

399

100

Retirement of long-term debt

(200)

—

Net decrease in short-term debt

(183)

(16)

(71)

(81)

Contributions from parent

25

43

Other financing activities

(5)

(1)

(35)

45

(1)

4

Payment of common stock dividends to parent

Net cash provided by (used in) financing activities
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period

10

15

$

9

$

19

$

40

$

57

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at June 30,
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED BALANCE SHEETS
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars, shares in thousands)

June 30,
2019

December 31,
2018

Assets

Current Assets
Cash and cash equivalents

$

9

$

10

Accounts receivable (less reserve: 2019, $1; 2018, $1)
Customer

99

110

Other

38

30

Unbilled revenues

68

77

Accounts receivable from affiliates

18

24

100

127

15

12

Fuel, materials and supplies
Prepayments
Regulatory assets

21

21

368

411

6,018

5,816

786

741

Regulated utility plant, net

5,232

5,075

Construction work in progress

438

514

5,670

5,589

Regulatory assets

434

431

Goodwill

Total Current Assets
Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

Property, Plant and Equipment, net
Other Noncurrent Assets

389

389

Other intangibles

44

47

Other noncurrent assets

34

16

901

883

Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED BALANCE SHEETS
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars, shares in thousands)

June 30,
2019

December 31,
2018

Liabilities and Equity

Current Liabilities
Short-term debt

$

Long-term debt due within one year

96

$

279

40

434

146

172

Accounts payable to affiliates

22

26

Customer deposits

30

29

Taxes

19

26

Accounts payable

Price risk management liabilities

5

4

Regulatory liabilities

4

17

Interest

15

11

Asset retirement obligations

26

23

Other current liabilities

47

39

Total Current Liabilities

450

1,060

1,964

1,375

Deferred income taxes

663

628

Investment tax credits

34

34

Price risk management liabilities

18

16

Long-term Debt
Deferred Credits and Other Noncurrent Liabilities

Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

63

80

902

915

96

88

1,776

1,761

424

424

1,820

1,795

505

468

2,749

2,687

Commitments and Contingent Liabilities (Notes 7 and 11)
Stockholder's Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
Total Liabilities and Equity

$

(a)75,000 shares authorized; 21,294 shares issued and outstanding at June 30, 2019 and December 31, 2018.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF EQUITY
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding
(a)

March 31, 2019

21,294

Additional
paid-in
capital

Common
stock

$

424

$

1,795

Earnings
reinvested

$

Net income
Capital contributions from parent

502

Total

$

2,721

44

44

(41)

(41)

25

25

Cash dividends declared on common stock
June 30, 2019

21,294

$

424

$

1,820

$

505

$

2,749

December 31, 2018

21,294

$

424

$

1,795

$

468

$

2,687

Net income
Capital contributions from parent

108

108

(71)

(71)

25

25

Cash dividends declared on common stock
June 30, 2019

21,294

$

424

$

1,820

$

505

$

2,749

March 31, 2018

21,294

$

424

$

1,712

$

429

$

2,565

Net income

50

Capital contributions from parent

50

43

43

Cash dividends declared on common stock

(47)

(47)

June 30, 2018

21,294

$

424

$

1,755

$

432

$

2,611

December 31, 2017

21,294

$

424

$

1,712

$

391

$

2,527

Net income

122

Capital contributions from parent

122

43

43

Cash dividends declared on common stock

(81)
21,294

June 30, 2018

$

424

$

1,755

$

(a)Shares in thousands. All common shares of LG&E stock are owned by LKE.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF INCOME
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Three Months Ended June 30,
2019

Six Months Ended June 30,

2018

2019

2018

Operating Revenues
Retail and wholesale

$

Electric revenue from affiliate
Total Operating Revenues

404

$

412

$

852

$

877

2

2

4

8

406

414

856

885

99

117

215

252

5

5

10

9

Operating Expenses
Operation
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation

6

4

19

16

105

112

213

217

78

70

150

138

Taxes, other than income

8

9

17

17

Total Operating Expenses

301

317

624

649

105

97

232

236

Operating Income
Other Income (Expense) - net

(2)

3

—

—

Interest Expense

28

25

54

50

Income Before Income Taxes

75

75

178

186

Income Taxes

14

14

36

38

$

Net Income (a)

61

$

61

(a)Net income equals comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF CASH FLOWS
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Six Months Ended June 30,
2019

2018

Cash Flows from Operating Activities
Net income

$

142

$

148

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

150

138

Amortization

5

2

Deferred income taxes and investment tax credits

29

9

Other

(2)

(1)

Accounts receivable

14

4

Accounts payable

(8)

11

(15)

(12)

4

16

Change in current assets and current liabilities

Accounts payable to affiliates
Unbilled revenues
Fuel, materials and supplies
Regulatory assets and liabilities, net
Taxes payable

(6)

(5)

(19)

37

(2)

4

Accrued interest

3

—

Other

1

(11)

(2)

(52)

Other operating activities
Defined benefit plans - funding
Expenditures for asset retirement obligations

(33)

(16)

Other assets

1

(1)

Other liabilities

8

3

270

274

Expenditures for property, plant and equipment

(305)

(266)

Net cash used in investing activities

(305)

(266)

Net cash provided by operating activities
Cash Flows from Investing Activities

Cash Flows from Financing Activities
Issuance of long-term debt

306

—

(235)

88

(91)

(136)

Contributions from parent

68

45

Other financing activities

(4)

—

44

(3)

Net increase (decrease) in short-term debt
Payment of common stock dividends to parent

Net cash provided by (used in) financing activities
Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period

9

5

14

15

$

23

$

20

$

52

$

55

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at June 30,
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED BALANCE SHEETS
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars, shares in thousands)

June 30,
2019

December 31,
2018

Assets

Current Assets
Cash and cash equivalents

$

23

$

14

Accounts receivable (less reserve: 2019, $2; 2018, $2)
Customer

120

129

27

34

88

92

128

121

16

11

5

4

407

405

Regulated utility plant

8,042

7,895

Less: accumulated depreciation - regulated utility plant

1,403

1,382

Regulated utility plant, net

6,639

6,513

Construction work in progress

490

503

7,129

7,016

Regulatory assets

423

418

Goodwill

607

607

Other intangibles

30

31

Other noncurrent assets

95

63

1,155

1,119

Other
Unbilled revenues
Fuel, materials and supplies
Prepayments
Regulatory assets
Total Current Assets
Property, Plant and Equipment

Property, Plant and Equipment, net
Other Noncurrent Assets

Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED BALANCE SHEETS
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars, shares in thousands)

June 30,
2019

December 31,
2018

Liabilities and Equity

Current Liabilities
Short-term debt

$

Long-term debt due within one year

—

$

235

96

96

124

171

Accounts payable to affiliates

38

53

Customer deposits

33

32

Taxes

22

24

Regulatory liabilities

13

31

Interest

19

16

Asset retirement obligations

54

59

Other current liabilities

55

35

Total Current Liabilities

454

752

2,528

2,225

Deferred income taxes

774

735

Investment tax credits

90

92

Accounts payable

Long-term Debt
Deferred Credits and Other Noncurrent Liabilities

Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

112

134

1,122

1,124

50

36

2,148

2,121

Commitments and Contingent Liabilities (Notes 7 and 11)
Stockholder's Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
Total Liabilities and Equity

$

(a)80,000 shares authorized; 37,818 shares issued and outstanding at June 30, 2019 and December 31, 2018.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF EQUITY
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding
(a)

March 31, 2019

37,818

Additional
paid-in
capital

Common
stock

$

308

$

2,689

Earnings
reinvested

$

Net income
Capital contributions from parent

515

Total

$

3,512

61

61

(52)

(52)

40

40

Cash dividends declared on common stock
June 30, 2019

37,818

$

308

$

2,729

$

524

$

3,561

December 31, 2018

37,818

$

308

$

2,661

$

473

$

3,442

Net income
Capital contributions from parent

142

142

(91)

(91)

68

68

Cash dividends declared on common stock
June 30, 2019

37,818

$

308

$

2,729

$

524

$

3,561

March 31, 2018

37,818

$

308

$

2,616

$

441

$

3,365

Net income

61

Capital contributions from parent

61

45

45

Cash dividends declared on common stock

(57)

(57)

June 30, 2018

37,818

$

308

$

2,661

$

445

$

3,414

December 31, 2017

37,818

$

308

$

2,616

$

433

$

3,357

Net income

148

Capital contributions from parent

148

45

45

Cash dividends declared on common stock

(136)
37,818

June 30, 2018

$

308

$

2,661

$

(a)Shares in thousands. All common shares of KU stock are owned by LKE.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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Combined Notes to Condensed Financial Statements (Unaudited)
Index to Combined Notes to Condensed Financial Statements
The notes to the condensed financial statements that follow are a combined presentation. The following list indicates the Registrants to which the notes
apply:
Registrant
PPL

PPL Electric

LKE

LG&E

KU

1. Interim Financial Statements

x

x

x

x

x

2. Summary of Significant Accounting Policies

x

x

x

x

x

3. Segment and Related Information

x

x

x

x

x

4. Revenue from Contracts with Customers

x

x

x

x

x

5. Earnings Per Share

x

6. Income Taxes

x

x

x

x

x

7. Utility Rate Regulation

x

x

x

x

x

8. Financing Activities

x

x

x

x

x

9. Leases

x

x

x

x

x

10. Defined Benefits

x

x

x

x

x

11. Commitments and Contingencies

x

x

x

x

x

x

x

x

x

12. Related Party Transactions
13. Other Income (Expense) - net

x

14. Fair Value Measurements

x

x

x

x

x

15. Derivative Instruments and Hedging Activities

x

x

x

x

x

16. Asset Retirement Obligations

x

x

x

x

17. Accumulated Other Comprehensive Income (Loss)

x

18. New Accounting Guidance Pending Adoption

x

x

x

x

x

1. Interim Financial Statements
(All Registrants)
Capitalized terms and abbreviations appearing in the unaudited combined notes to condensed financial statements are defined in the glossary. Dollars are in
millions, except per share data, unless otherwise noted. The specific Registrant to which disclosures are applicable is identified in parenthetical headings in
italics above the applicable disclosure or within the applicable disclosure for each Registrants' related activities and disclosures. Within combined
disclosures, amounts are disclosed for any Registrant when significant.
The accompanying unaudited condensed financial statements have been prepared in accordance with GAAP for interim financial information and with the
instructions to Form 10-Q and Article 10 of Regulation S-X and, therefore, do not include all of the information and footnote disclosures required by GAAP
for complete financial statements. In the opinion of management, all adjustments considered necessary for a fair presentation in accordance with GAAP are
reflected in the condensed financial statements. All adjustments are of a normal recurring nature, except as otherwise disclosed. Each Registrant's Balance
Sheet at December 31, 2018 is derived from that Registrant's 2018 audited Balance Sheet. The financial statements and notes thereto should be read in
conjunction with the financial statements and notes contained in each Registrant's 2018 Form 10-K. The results of operations for the three and six months
ended June 30, 2019 are not necessarily indicative of the results to be expected for the full year ending December 31, 2019 or other future periods, because
results for interim periods can be disproportionately influenced by various factors, developments and seasonal variations.
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2. Summary of Significant Accounting Policies
(All Registrants)
The following accounting policy disclosures represent updates to Note 1 in each Registrant's 2018 Form 10-K and should be read in conjunction with those
disclosures.

Restricted Cash and Cash Equivalents (PPL and PPL Electric)
Reconciliation of Cash, Cash Equivalents and Restricted Cash
The following provides a reconciliation of Cash, Cash Equivalents and Restricted Cash reported within the Balance Sheets that sum to the total of the same
amounts shown on the Statements of Cash Flows:
PPL
June 30,
2019
Cash and cash equivalents

$

Restricted cash - current (a)
Restricted cash - noncurrent (a)
$

Total Cash, Cash Equivalents and Restricted Cash

PPL Electric
December 31,
2018

406

$

June 30,
2019

621

$

December 31,
2018
20

$

267

3

3

2

2

19

19

—

—

428

$

643

$

22

$

269

(a)Bank deposits and other cash equivalents that are restricted by agreement or that have been clearly designated for a specific purpose are classified as restricted cash. On the Balance Sheets, the
current portion of restricted cash is included in "Other current assets," while the noncurrent portion is included in "Other noncurrent assets."

New Accounting Guidance Adopted
(All Registrants)
Accounting for Leases
Effective January 1, 2019, the Registrants adopted accounting guidance that requires lessees to recognize a right-of-use asset and lease liability for leases,
unless determined to meet the definition of a short-term lease. For income statement purposes, the FASB retained a dual model for lessees, requiring leases to
be classified as either operating or finance. Operating leases result in straight-line expense recognition. Currently, all Registrant leases are operating leases.
Lessor accounting under the new guidance is similar to the current model, but updated to align with certain changes to the lessee model and current revenue
recognition guidance. Lessors classify leases as operating, direct financing, or sales-type.
In adopting this new guidance, the Registrants elected to use the following practical expedients:
• The Registrants did not re-assess the lease classifications or initial direct costs of existing leases. The Registrants also did not re-assess existing
contracts for leases or lease classification.
• The Registrants did not evaluate land easements that were not previously accounted for as leases under the new guidance. New land easements are
evaluated under the new guidance beginning January 1, 2019.
See Note 9 for the required disclosures resulting from the adoption of the new guidance.
(PPL, LKE, LG&E & KU)
The following table shows the amounts recorded on the Balance Sheets as of January 1, 2019 as a result of the adoption of the new lease guidance using a
modified retrospective transition method with transition applied as of the beginning of the period of adoption:
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PPL
Right-of-Use Asset (a)

$

LKE
81

$

LG&E
56

$

KU
23

$

31

Lease Liability- Current (b)

23

18

9

9

Lease Liability- Noncurrent (c)

67

46

18

26

(a)Right-of-Use Assets are recorded in "Other noncurrent assets" on the Balance Sheets.
(b)Current lease liabilities are recorded in "Other current liabilities" on the Balance Sheets.
(c)Noncurrent lease liabilities are recorded in "Other deferred credits and noncurrent liabilities" on the Balance Sheets.

(All Registrants)

Improvements to Accounting for Hedging Activities
Effective January 1, 2019, the Registrants adopted accounting guidance, using a modified retrospective approach, which reduces complexity when applying
hedge accounting as well as improving the transparency of an entity's risk management activities. This guidance eliminates the separate measurement and
reporting of hedge ineffectiveness for cash flow and net investment hedges and provides for the ability to perform subsequent qualitative effectiveness
assessments. The guidance also allows entities to apply the short-cut method to partial-term fair value hedges of interest rate risk as well as expands the
ability to apply the critical terms match method to cash flow hedges of groups of forecasted transactions.
See Note 15 for the additional disclosures of the income statement impacts of hedging activities required from the adoption of this guidance. Disclosures
related to ineffectiveness are no longer required. Other impacts of adopting this guidance were not material.
3. Segment and Related Information
(PPL)
See Note 2 in PPL's 2018 Form 10-K for a discussion of reportable segments and related information.
Income Statement data for the segments and reconciliation to PPL's consolidated results for the periods ended June 30 are as follows:
Three Months
2019

Six Months
2018

2019

2018

Operating Revenues from external customers
U.K. Regulated

$

541

$

584

$

1,124

$

1,199

Kentucky Regulated

732

743

1,577

1,615

Pennsylvania Regulated

521

517

1,166

1,156

9

4

15

4

Corporate and Other
Total

$

1,803

$

1,848

$

3,882

$

3,974

$

284

$

394

$

548

$

591

Net Income
U.K. Regulated (a)
Kentucky Regulated

97

77

214

210

Pennsylvania Regulated

94

75

215

223

Corporate and Other

(34)
$

Total

441

(31)
$

515

(70)
$

(a)Includes unrealized gains and losses from hedging foreign currency economic activity. See Note 15 for additional information.

The following provides Balance Sheet data for the segments and reconciliation to PPL's consolidated Balance Sheets as of:
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June 30,
2019

December 31,
2018

Assets
U.K. Regulated (a)

$

17,134

$

16,700

Kentucky Regulated

15,296

15,078

Pennsylvania Regulated

11,371

11,257

Corporate and Other (b)

403
$

Total

44,204

361
$

43,396

(a)Includes $12.6 billion and $12.4 billion of net PP&E as of June 30, 2019 and December 31, 2018. WPD is not subject to accounting for the effects of certain types of regulation as prescribed by
GAAP.
(b)Primarily consists of unallocated items, including cash, PP&E, goodwill, the elimination of inter-segment transactions as well as the assets of Safari Energy.

(PPL Electric, LKE, LG&E and KU)
PPL Electric has two operating segments, distribution and transmission, which are aggregated into a single reportable segment. LKE, LG&E and KU are
individually single operating and reportable segments.
4. Revenue from Contracts with Customers
(All Registrants)
See Note 3 in PPL's 2018 Form 10-K for a discussion of the principal activities from which the Registrants and PPL’s segments generate their revenues.
The following tables reconcile "Operating Revenues" included in each Registrant's Statement of Income with revenues generated from contracts with
customers for the periods ended June 30.
2019 Three Months
PPL
Operating Revenues (a)

$

PPL Electric
1,803

$

LKE

521

$

LG&E
732

$

KU
334

$

406

Revenues derived from:
Alternative revenue programs (b)

(20)

Other (c)
Revenues from Contracts with Customers

(2)

(10)
$

1,773

(18)

(2)
$

517

(3)

(6)
$

708

(15)

(3)
$

328

(3)
$

388

2018 Three Months
PPL
Operating Revenues (a)

$

PPL Electric
1,848

$

LKE

517

$

LG&E
743

$

KU
335

$

414

Revenues derived from:
Alternative revenue programs (b)

9

Other (c)
Revenues from Contracts with Customers

—

(13)
$

1,844

9

(2)
$

515

6

(4)
$

748

3

(2)
$

(2)

339

$

744

$

415

2019 Six Months
PPL
Operating Revenues (a)

$

PPL Electric
3,882

$

LKE

1,166

$

LG&E
1,577

$

KU
856

Revenues derived from:
Alternative revenue programs (b)

(26)

Other (c)
Revenues from Contracts with Customers

(6)

(19)
$

3,837

36

(20)

(5)
$

1,155

(5)

(10)
$

1,547

(15)

(4)
$

735

(6)
$

835
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2018 Six Months
PPL
Operating Revenues (a)

$

PPL Electric
3,974

$

LKE

1,156

$

LG&E
1,615

$

KU
754

$

885

Revenues derived from:
Alternative revenue programs (b)

41

Other (c)
Revenues from Contracts with Customers

2

(28)
$

3,987

39

(6)
$

1,152

20

(9)
$

1,645

19

(3)
$

771

(6)
$

898

(a)PPL includes $541 million and $1,124 million for the three and six months ended June 30, 2019 and $584 million and $1,199 million for the three and six months ended June 30, 2018 of
revenues from external customers reported by the U.K. Regulated segment. PPL Electric and LKE represent revenues from external customers reported by the Pennsylvania Regulated and
Kentucky Regulated segments. See Note 3 for additional information.
(b)Alternative revenue programs include the transmission formula rate for PPL Electric, the ECR and DSM programs for LKE, LG&E and KU, the GLT program for LG&E, and the generation
formula rate for KU. This line item shows the over/under collection of these rate mechanisms with over-collections of revenue shown as positive amounts in the table above and undercollections shown as negative amounts.
(c)Represents additional revenues outside the scope of revenues from contracts with customers such as leases and other miscellaneous revenues.

As discussed in Note 2 in PPL's 2018 Form 10-K, PPL's segments are segmented by geographic location. Revenues from external customers for each
segment/geographic location are reconciled to revenues from contracts with customers in the footnotes to the tables above.
The following tables show revenues from contracts with customers disaggregated by customer class for the periods ended June 30.
2019 Three Months
PPL
Licensed energy suppliers (a)

$

PPL Electric
510

Residential

$

572

—

LKE
$

LG&E
—

301

$

KU
—

$

—

271

138

133

Commercial

302

87

215

108

107

Industrial

156

15

141

43

98

Other (b)

117

13

66

29

37

4

—

4

—

4

Wholesale - municipal
Wholesale - other (c)
Transmission
Revenues from Contracts with Customers

$

11

—

11

10

9

101

101

—

—

—

1,773

$

517

$

708

$

328

$

—

$

388

2018 Three Months
PPL
Licensed energy suppliers (a)

$

Residential

PPL Electric
547

$

588

—

LKE
$

300

LG&E
—

$

KU
—

288

146

142

Commercial

296

89

207

107

100

Industrial

155

12

143

45

98

Other (b)

114

13

67

30

37

31

—

31

—

31

12

—

12

11

7

101

101

—

—

—

Wholesale - municipal
Wholesale - other (c)
Transmission
Revenues from Contracts with Customers

$

1,844

37

$

515

$

748

$

339

$

415
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2019 Six Months
PPL
Licensed energy suppliers (a)

$

PPL Electric
1,066

Residential
Commercial

$

—

LKE
$

LG&E
—

$

KU
—

$

—

1,350

708

642

327

315

621

182

439

229

210

Industrial

306

32

274

87

187

Other (b)

232

27

136

62

74

Wholesale - municipal

32

—

32

—

32

Wholesale - other (c)

24

—

24

30

17

Transmission
Revenues from Contracts with Customers

206
$

3,837

206
$

1,155

—
$

1,547

—
$

—

735

$

—

$

835

2018 Six Months
PPL
Licensed energy suppliers (a)

$

Residential
Commercial

PPL Electric
1,131

$

—

LKE
$

LG&E
—

$

KU
—

1,392

708

684

343

341

621

187

434

231

203

Industrial

310

25

285

89

196

Other (b)

220

26

135

61

74

Wholesale - municipal

61

—

61

—

61

Wholesale - other (c)

46

—

46

47

23

Transmission
Revenues from Contracts with Customers

206
$

3,987

206
$

1,152

—
$

1,645

—
$

771

—
$

898

(a)Represents customers of WPD.
(b)Primarily includes revenues from pole attachments, street lighting, other public authorities and other non-core businesses.
(c)Includes wholesale power and transmission revenues. LG&E and KU amounts include intercompany power sales and transmission revenues, which are eliminated upon consolidation at LKE.

PPL Electric's revenues from contracts with customers are further disaggregated by distribution and transmission, which were $416 million and $101 million
for the three months ended June 30, 2019 and $949 million and $206 million for the six months ended June 30, 2019. PPL Electric's revenue from contracts
with customers disaggregated by distribution and transmission were $414 million and $101 million for the three months ended June 30, 2018 and $946
million and $206 million for the six months ended June 30, 2018.
Contract receivables from customers are primarily included in "Accounts receivable - Customer" and "Unbilled revenues" on the Balance Sheets.
The following table shows the accounts receivable balances that were impaired for the periods ended June 30.
Three Months
2019
PPL

$

PPL Electric
LKE
LG&E
KU

Six Months
2018

2

$

3

$

2018
11

$

13

—

3

6

10

1

1

3

3

—

—

1

1

1

1

2

2

The following table shows the balances and certain activity of contract liabilities resulting from contracts with customers.
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PPL
Contract liabilities at December 31, 2018

$

Contract liabilities at June 30, 2019
Revenue recognized during the six months ended June 30, 2019 that was
included in the contract liability balance at December 31, 2018

Contract liabilities at December 31, 2017
Contract liabilities at June 30, 2018
Revenue recognized during the six months ended June 30, 2018 that was
included in the contract liability balance at December 31, 2017

$

PPL Electric
42

$

LKE

23

$

LG&E
9

$

KU
5

$

4

47

22

9

5

4

29

11

9

5

4

29

$

19

$

8

$

4

$

4

38

14

8

4

3

18

8

8

4

4

Contract liabilities result from recording contractual billings in advance for customer attachments to the Registrants' infrastructure and payments received in
excess of revenues earned to date. Advanced billings for customer attachments are recognized as revenue ratably over the billing period. Payments received
in excess of revenues earned to date are recognized as revenue as services are delivered in subsequent periods.
At June 30, 2019, PPL had $56 million of performance obligations attributable to Corporate and Other that have not been satisfied. Of this amount, PPL
expects to recognize approximately $49 million within the next 12 months.
5. Earnings Per Share
(PPL)
Basic EPS is computed by dividing income available to PPL common shareowners by the weighted-average number of common shares outstanding during
the applicable period. Diluted EPS is computed by dividing income available to PPL common shareowners by the weighted-average number of common
shares outstanding, increased by incremental shares that would be outstanding if potentially dilutive non-participating securities were converted to common
shares as calculated using the Treasury Stock Method. Incremental non-participating securities that have a dilutive impact are detailed in the table below.
These securities also include the PPL common stock forward sale agreements entered into in May 2018. See Note 8 in PPL's 2018 Form 10-K for additional
information on these agreements. The forward sale agreements are dilutive under the Treasury Stock Method to the extent the average stock price of PPL's
common shares exceeds the forward sale price prescribed in the agreements.
Reconciliations of the amounts of income and shares of PPL common stock (in thousands) for the periods ended June 30 used in the EPS calculation are:
Three Months
2019

Six Months
2018

2019

2018

Income (Numerator)
Net income

$

441

$

440

Less amounts allocated to participating securities

$

515

$

515

1

Net income available to PPL common shareowners - Basic and Diluted

$

907

$

906

—

$

967

$

966

1

1

Shares of Common Stock (Denominator)
Weighted-average shares - Basic EPS

721,785

699,006

721,406

696,772

Add incremental non-participating securities:
Share-based payment awards
Forward sale agreements
Weighted-average shares - Diluted EPS

897

173

960

491

8,233

1,797

8,070

898

730,915

700,976

730,436

698,161

Basic EPS
Net Income available to PPL common shareowners

$

0.61

$

0.74

$

1.26

$

1.39

$

0.60

$

0.73

$

1.24

$

1.38

Diluted EPS
Net Income available to PPL common shareowners
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For the periods ended June 30, PPL issued common stock related to stock-based compensation plans and the DRIP as follows (in thousands):
Three Months
2019
Stock-based compensation plans (a)
DRIP

Six Months
2018

2019

2018

52

12

642

488

417

526

875

1,011

(a)Includes stock options exercised, vesting of performance units, vesting of restricted stock units and conversion of stock units granted to directors.

For the periods ended June 30, the following shares (in thousands) were excluded from the computations of diluted EPS because the effect would have been
antidilutive.
Three Months
2019

Six Months
2018

2019

2018

Stock options

—

441

—

336

Restricted stock units

—

23

—

21

6. Income Taxes
Reconciliations of income taxes for the periods ended June 30 are as follows.
(PPL)
Three Months
2019
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

Six Months
2018

110

$

2019
138

$

2018
235

$

257

Increase (decrease) due to:
State income taxes, net of federal income tax benefit

8

10

21

25

Valuation allowance adjustments (b)

7

5

14

12

(6)

(6)

(14)

(13)

(10)

(9)

(21)

(19)

—

9

—

9

Impact of lower U.K. income tax rates
Amortization of excess deferred federal and state income taxes
Deferred tax impact of state tax reform (a)
Interest benefit on U.K. financing entities
Kentucky recycling credit, net of federal income tax expense (b)
Other
Total increase (decrease)
Total income taxes

$

(3)

(4)

(6)

(9)

(20)

—

(20)

—

(2)

(1)

1

(3)

(26)

4

(25)

2

84

$

142

$

210

$

259

(a)During the second quarter of 2018, LKE recorded deferred income tax expense, primarily associated with LKE's non-regulated entities, due to the Kentucky corporate income tax rate reduction
from 6% to 5%, as enacted by HB 487, effective January 1, 2018.
(b)During the second quarter of 2019, LKE recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a result,
qualify for a Kentucky recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky, with the benefit recognized
during the period in which the assets are placed into service. A valuation allowance of $3 million has been recognized related to this credit due to insufficient Kentucky taxable income projected
at LKE.

(PPL Electric)
Three Months
2019
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

Six Months
2018

26

$

2019
22

$

2018
61

$

63

Increase (decrease) due to:
State income taxes, net of federal income tax benefit

10

8

23

24

Amortization of excess deferred income taxes

(4)

(3)

(8)

(8)

Other

—

—

(2)

(3)

6

5

13

13

Total increase (decrease)
Total income taxes

$

32

$

27

$

74

$

76
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(LKE)
Three Months
2019
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

Six Months
2018

23

$

2019
25

$

2018
56

$

63

Increase (decrease) due to:
State income taxes, net of federal income tax benefit

4

Deferred tax impact of state tax reform (a)
Valuation allowance adjustments (b)
Amortization of excess deferred federal and state income taxes
Kentucky recycling credit, net of federal income tax expense (b)
Other
Total increase (decrease)
Total income taxes

$

3

10

11

—

9

—

9

3

—

3

—

(6)

(6)

(12)

(11)

(20)

—

(20)

—

(1)

—

(2)

(2)

(20)

6

(21)

7

3

$

31

$

35

$

70

(a)During the second quarter of 2018, LKE recorded deferred income tax expense, primarily associated with LKE's non-regulated entities, due to the Kentucky corporate income tax rate reduction
from 6% to 5%, as enacted by HB 487, effective January 1, 2018.
(b)During the second quarter of 2019, LKE recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a result,
qualify for a Kentucky recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky, with the benefit recognized
during the period in which the assets are placed into service. A portion of this amount has been reserved due to insufficient Kentucky taxable income projected at LKE.

(LG&E)
Three Months
2019
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

Six Months
2018

12

$

2019
13

$

2018
29

$

33

Increase (decrease) due to:
State income taxes, net of federal income tax benefit
Valuation allowance adjustments (a)

2

2

5

6

15

—

15

—

Amortization of excess deferred federal and state income taxes

(2)

(3)

(5)

(5)

Kentucky recycling credit, net of federal income tax expense (a)

(15)

—

(15)

—

—

—

—

(1)

—

(1)

—

—

Other
Total increase (decrease)
Total income taxes

$

12

$

12

$

29

$

33

(a)During the second quarter of 2019, LG&E recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a
result, qualify for a Kentucky recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky, with the benefit
recognized during the period in which the assets are placed into service. This amount has been reserved due to insufficient Kentucky taxable income projected at LG&E.

(KU)
Three Months
2019
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

Six Months
2018

16

$

2019
16

$

2018
37

$

39

Increase (decrease) due to:
State income taxes, net of federal income tax benefit

3

2

7

7

Valuation allowance adjustments (a)

5

—

5

—

Amortization of excess deferred federal and state income taxes

(4)

(3)

(7)

(6)

Kentucky recycling credit, net of federal income tax expense (a)

(5)

—

(5)

—

Other

(1)

(1)

(1)

(2)

Total increase (decrease)
Total income taxes

(2)
$

14

(2)
$

14

(1)
$

36

(1)
$

38

(a)During the second quarter of 2019, KU recorded a deferred income tax benefit associated with a project placed into service that prepares a generation waste material for reuse and, as a result,
qualifies for a Kentucky recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky, with the benefit recognized
during the period in which the assets are placed into service. This amount has been reserved due to insufficient Kentucky taxable income projected at KU.
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Other
U.S. Tax Reform (All Registrants)

The IRS issued proposed regulations for certain provisions of the TCJA in 2018, including interest deductibility and Global Intangible LowTaxed Income (GILTI). In June 2019, the IRS issued both final and new proposed regulations relating to GILTI. PPL has determined that
neither these final nor proposed regulations materially change PPL's current interpretation of the statutory impact of these rules on the
company. Proposed regulations relating to the limitation on the deductibility of interest expense were issued in November 2018 and such
regulations provide detailed rules implementing the broader statutory provisions. These proposed regulations should not apply to the
Registrants until the year in which the regulations are issued in final form, which is expected to be in the fourth quarter of 2019. It is uncertain
what form the final regulations will take and, therefore, the Registrants cannot predict what impact the final regulations will have on the tax
deductibility of interest expense. However, if the proposed regulations were issued as final in their current form, the Registrants could have a
limitation on a portion of their interest expense deduction for tax purposes and such limitation could be significant. PPL expressed its views on
these proposed regulations in a comment letter addressed to the IRS on February 26, 2019.
7. Utility Rate Regulation
(All Registrants)
The following table provides information about the regulatory assets and liabilities of cost-based rate-regulated utility operations.
PPL
June 30,
2019

PPL Electric
December 31,
2018

June 30,
2019

December 31,
2018

Current Regulatory Assets:
Gas supply clause

$

12

$

12

$

—

$

—

Smart meter rider

11

11

11

11

Plant outage costs

13

10

—

—

7

3

6

—

Other
Total current regulatory assets (a)

$

43

$

36

$

17

$

11

$

944

$

963

$

548

$

558

Noncurrent Regulatory Assets:
Defined benefit plans
Storm costs

46

56

18

22

Unamortized loss on debt

40

45

18

22

Interest rate swaps

23

20

—

—

Terminated interest rate swaps

84

87

—

—

Accumulated cost of removal of utility plant

205

200

205

200

AROs

296

273

—

—

16

19

16

19

Act 129 compliance rider
Other

8
$

Total noncurrent regulatory assets
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1,662

10
$

1,673

—
$

805

3
$

824
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PPL
June 30,
2019

PPL Electric
December 31,
2018

June 30,
2019

December 31,
2018

Current Regulatory Liabilities:
Generation supply charge

$

20

Environmental cost recovery

$

33

$

20

$

33

5

16

—

—

Universal service rider

14

27

14

27

TCJA customer refund

7

20

6

3

Storm damage expense rider

3

5

3

5

Generation formula rate

—

7

—

—

Other

11

14

—

6

Total current regulatory liabilities

$

60

$

122

$

43

$

74

$

670

$

674

$

—

$

—

Noncurrent Regulatory Liabilities:
Accumulated cost of removal of utility plant
Power purchase agreement - OVEC

55

59

—

—

1,791

1,826

610

629

Defined benefit plans

50

37

9

5

Terminated interest rate swaps

70

72

—

—

TCJA customer refund (b)

42

41

42

41

7

5

—

—

Net deferred taxes

Other
$

Total noncurrent regulatory liabilities

2,685

LKE
June 30,
2019

$

2,714

$

661

LG&E
December 31,
2018

June 30,
2019

$

675

KU
December 31,
2018

June 30,
2019

December 31,
2018

Current Regulatory Assets:
Plant outage costs

$

Gas supply clause

$

12

Other
Total current regulatory assets

13

10

$

12

1

9

$

12

3

7

$

12

—

4

$

—

2

3
—

1

1

$

26

$

25

$

21

$

21

$

5

$

4

$

396

$

405

$

244

$

249

$

152

$

156

Noncurrent Regulatory Assets:
Defined benefit plans
Storm costs

28

34

17

20

Unamortized loss on debt

22

23

14

15

8

8

Interest rate swaps

23

20

23

20

—

—

Terminated interest rate swaps

84

87

49

51

35

36

AROs

296

273

85

75

211

198

Other

8

7

2

1

6

6

Total noncurrent regulatory assets

$

857

$

849

43

$

434

$

431

11

$

423

14

$

418
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LKE
June 30,
2019

LG&E
December 31,
2018

June 30,
2019

KU
December 31,
2018

June 30,
2019

December 31,
2018

Current Regulatory Liabilities:
Environmental cost recovery

$

5

$

16

$

2

$

6

$

3

$

10

Fuel adjustment clause

6

—

—

—

6

—

TCJA customer refund

1

17

—

7

1

10

Generation formula rate

—

7

—

—

—

7

5

8

2

4

3

4

Other
Total current regulatory liabilities

$

17

$

48

$

4

$

17

$

13

$

31

Noncurrent Regulatory Liabilities:
Accumulated cost of removal
of utility plant

$

670

$

674

$

274

$

279

$

396

$

395

Power purchase agreement - OVEC

55

59

38

41

17

18

1,181

1,197

551

557

630

640

Defined benefit plans

41

32

—

—

41

32

Terminated interest rate swaps

70

72

35

36

35

36

Net deferred taxes

Other
Total noncurrent regulatory liabilities

7
$

2,024

5
$

2,039

4
$

902

2
$

915

3
$

1,122

3
$

1,124

(a)For PPL, these amounts are included in "Other current assets" on the Balance Sheets.
(b)Relates to amounts owed to PPL Electric customers as a result of the reduced U.S. federal corporate income tax rate as enacted by the TCJA, for the period of January 1, 2018 through June 30,
2018 which is not yet reflected in distribution customer rates. The initial liability was recorded during the second quarter of 2018. The distribution method back to customers of this liability must
be proposed to the PUC at the earlier of May 2021 or PPL Electric’s next rate case.

Regulatory Matters

Kentucky Activities
Rate Case Proceedings (PPL, LKE, LG&E and KU)
On September 28, 2018, LG&E and KU filed requests with the KPSC for an increase in annual base electricity rates of approximately $112 million at KU
and increases in annual base electricity and gas rates of approximately $35 million and $25 million at LG&E. LG&E’s and KU’s applications also sought to
include changes associated with the TCJA and state tax reform in the calculation of the proposed base rates and to terminate the TCJA bill credit mechanism
when new base rates go into effect. The elimination of the TCJA bill credit mechanism will result in an estimated annual electricity revenue increase of
approximately $58 million at KU and increases in electricity and gas revenues of approximately $40 million and $12 million at LG&E. The applications were
based on a forecasted test year of May 1, 2019 through April 30, 2020 with a requested return-on-equity of 10.42%.
On March 1, 2019, LG&E and KU, along with substantially all intervening parties to the proceeding, filed stipulation and recommendation agreements
(stipulations) with the KPSC resolving all material issues with the parties. In addition to terminating the TCJA bill credit mechanism, the proposed
stipulations provided for increases in annual revenue requirements associated with base electricity rates of approximately $58 million at KU and increases in
annual base electricity and gas rates of approximately $4 million and $20 million at LG&E, based on a return-on-equity of 9.725%.
On April 30, 2019, the KPSC issued orders ruling on open issues and approving the proposed stipulations filed in March 2019. The orders provide for
increases in annual revenue requirements associated with base electricity rates of $56 million at KU and increases associated with base electricity and gas
rates of $2 million and $19 million at LG&E. With the termination of the TCJA bill credit mechanism, this represents annual revenue increases of $187
million ($114 million at KU and $73 million at LG&E). The new base rates and all elements of the orders became effective on May 1, 2019.
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Federal Matters
FERC Transmission Rate Filing
(PPL, LKE, LG&E and KU)
In August 2018, LG&E and KU submitted an application to the FERC requesting elimination of certain on-going credits to a sub-set of transmission
customers relating to the 1998 merger of LG&E’s and KU's parent entities and the 2006 withdrawal of LG&E and KU from the Midcontinent Independent
System Operator, Inc. (MISO), a regional transmission operator and energy market. The application sought termination of LG&E's and KU's commitment to
provide mitigation for certain horizontal market power concerns arising out of the 1998 merger for certain transmission service between MISO and LG&E
and KU. The affected transmission customers are a limited number of municipal entities in Kentucky. The amounts at issue are generally waivers or credits
granted to such customers for either LG&E and KU or MISO transmission charges incurred depending upon the direction of certain transmission service
incurred by the municipalities. Due to the development of robust, accessible energy markets over time, LG&E and KU believe the mitigation commitments
are no longer relevant or appropriate. On March 21, 2019, the FERC issued an Order granting LG&E's and KU's request to remove the on-going credits,
conditioned upon the implementation by LG&E and KU of a transition mechanism for certain existing power supply arrangements, which transition
mechanism will be subject to FERC review and approval. On July 12, 2019, LG&E and KU submitted their proposed transition mechanism to the FERC for
review and approval. LG&E and KU currently receive recovery of waivers and credits provided through other rate mechanisms.
(PPL and PPL Electric)
In April 2019, PPL Electric filed its annual transmission formula rate update with the FERC, reflecting a revised revenue requirement, which includes the
impact of the TCJA. The filing established the revenue requirement used to set rates that took effect in June 2019.
Transmission Customer Complaint (PPL, LKE, LG&E and KU)
In September 2018, a transmission customer filed a complaint with the FERC against LG&E and KU alleging LG&E and KU have violated and continue to
violate their obligations under an existing rate schedule to credit this customer for certain transmission charges from MISO. On February 21, 2019, the FERC
issued an Order concluding that the MISO transmission charges in question did qualify for credits under the rate schedule and required LG&E and KU to
reimburse the customer for the eligible credits. The reimbursement was not significant and was completed by LG&E and KU in March 2019. LG&E and KU
currently receive recovery for such credits through other rate mechanisms.
TCJA Impact on FERC Rates (All Registrants)
In November 2018, the FERC issued a Policy Statement stating that the appropriate ratemaking treatment for changes in accumulated deferred income taxes
as a result of the TCJA would be addressed in a Notice of Proposed Rulemaking. Also in November 2018, the FERC issued the Notice of Proposed
Rulemaking, which proposed that public utility transmission providers include mechanisms in their formula rates to deduct excess accumulated deferred
income taxes from, or add deficient accumulated deferred income taxes to, rate base and adjust their income tax allowances by amortized excess or deficient
accumulated deferred income taxes. The Notice of Proposed Rulemaking did not prescribe the mechanism companies should use to adjust their formula rates.
LG&E and KU are currently assessing the Notice of Proposed Rulemaking and are continuing to monitor guidance issued by the FERC. On February 5,
2019, in connection with a separate element of federal and Kentucky state tax reform effects, LG&E and KU filed a request with the FERC to amend their
transmission formula rates to incorporate reductions to corporate income tax rates as a result of the TCJA and HB 487. The FERC approved this request
effective June 1, 2019. LG&E and KU do not anticipate the impact of the TCJA and HB 487 related to their FERC-jurisdictional rates to be significant.
On February 28, 2019, PPL Electric filed with the FERC proposed revisions to its transmission formula rate template pursuant to Section 205 of the Federal
Power Act and Section 35.13 of the Rules and Regulation of the FERC. Specifically, PPL Electric proposed to modify its formula rate to permit the return or
recovery of excess or deficient accumulated deferred income taxes (ADIT) resulting from the TCJA and permit PPL Electric to prospectively account for the
income tax expense associated with the depreciation of the equity component of the AFUDC. On April 29, 2019, the FERC accepted the proposed revisions
to the
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formula rate template, which were effective June 1, 2019, as well as the proposed adjustments to ADIT, effective January 1, 2018.
Other

Purchase of Receivables Program (PPL and PPL Electric)
In accordance with a PUC-approved purchase of accounts receivable program, PPL Electric purchases certain accounts receivable from alternative electricity
suppliers at a discount, which reflects a provision for uncollectible accounts. The alternative electricity suppliers have no continuing involvement or interest
in the purchased accounts receivable. Accounts receivable that are acquired are initially recorded at fair value on the date of acquisition. During the three and
six months ended June 30, 2019, PPL Electric purchased $271 million and $619 million of accounts receivable from alternate suppliers. During the three and
six months ended June 30, 2018, PPL Electric purchased $297 million and $673 million of accounts receivable from alternate suppliers.
8. Financing Activities
Credit Arrangements and Short-term Debt
(All Registrants)
The Registrants maintain credit facilities to enhance liquidity, provide credit support and act as a backstop to commercial paper programs. For reporting
purposes, on a consolidated basis, the credit facilities and commercial paper programs of PPL Electric, LKE, LG&E and KU also apply to PPL and the credit
facilities and commercial paper programs of LG&E and KU also apply to LKE. The amounts listed in the borrowed column below are recorded as "Shortterm debt" on the Balance Sheets, except for amounts borrowed under LG&E's Term Loan Facility which were recorded as "Long-term debt due within one
year" on the December 31, 2018 Balance Sheet. The following credit facilities were in place at:
June 30, 2019

Expiration
Date

Capacity

December 31, 2018
Letters of
Credit
and
Commercial
Paper
Issued

Borrowed

Unused
Capacity

Letters of
Credit
and
Commercial
Paper
Issued

Borrowed

PPL
U.K.
WPD plc
Syndicated Credit Facility (a)

Jan. 2023

£

210

£

158

£

—

£

52

£

157

£

—

WPD (South West)
Syndicated Credit Facility

July 2021

245

—

—

245

—

—

July 2021

300

81

—

219

38

—

July 2021

300

33

—

267

—

—

100

—

4

96

—

4

WPD (East Midlands)
Syndicated Credit Facility (b)
WPD (West Midlands)
Syndicated Credit Facility (c)
Uncommitted Credit Facilities
Total U.K. Credit Facilities (d)

£

1,155

£

272

£

4

£

879

£

195

£

4

$

1,450

$

—

$

1,014

$

436

$

—

$

669

$

1,550

$

—

$

1,029

$

521

$

684

U.S.
PPL Capital Funding
Syndicated Credit Facility

Jan. 2024

Bilateral Credit Facility

Mar. 2020

Total PPL Capital Funding Credit Facilities

100

—
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—
$

—

15

Table of Contents

June 30, 2019

Expiration
Date

Capacity

December 31, 2018
Letters of
Credit
and
Commercial
Paper
Issued

Borrowed

Unused
Capacity

Letters of
Credit
and
Commercial
Paper
Issued

Borrowed

PPL Electric
Jan. 2024

$

650

$

—

$

186

$

464

$

—

$

1

Syndicated Credit Facility

Jan. 2024

$

500

$

—

$

96

$

404

$

—

$

279

Term Loan Credit Facility

Oct. 2019
$

500

$

—

$

96

$

404

$

200

$

279

$

400

$

—

$

—

$

400

$

—

$

235

$

598

$

—

$

198

$

400

$

433

Syndicated Credit Facility
LG&E

Total LG&E Credit Facilities

—

—

—

—

200

—

KU
Syndicated Credit Facility

Jan. 2024

Letter of Credit Facility

Oct. 2020

Total KU Credit Facilities

198

—

198

—

—
$

198

—

(a)The amounts borrowed at June 30, 2019 and December 31, 2018 were USD-denominated borrowings of $200 million for both periods, which bore interest at 3.25% and 3.17%.
(b) The amounts borrowed at June 30, 2019 and December 31, 2018 were GBP-denominated borrowings which equated to $102 million and $48 million and bore interest at 1.13% and 1.12%.
(c)The amount borrowed at June 30, 2019 was GBP-denominated borrowings which equated to $41 million and bore interest at 1.13%.
(d)At June 30, 2019, the unused capacity under the U.K. credit facilities was $1.1 billion.

PPL, PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund short-term liquidity needs, as
necessary. Commercial paper issuances, included in "Short-term debt" on the Balance Sheets, are supported by the respective Registrant's credit facilities.
The following commercial paper programs were in place at:
June 30, 2019
Weighted Average
Interest Rate

Capacity
$

December 31, 2018

Commercial
Paper
Issuances

PPL Electric

2.59%

650

185

465

LG&E

2.59%

350

96

254

2.94%

279

350

—

350

2.94%

235

$

2,850

$

1,014

1,295

$

$

486

1,555

2.82%

Commercial
Paper
Issuances

2.74%

Total

$

Unused
Capacity

PPL Capital Funding

KU

1,500

Weighted Average
Interest Rate
$

669
—

$

1,183

(PPL Electric, LKE, LG&E, and KU)
See Note 12 for discussion of intercompany borrowings.
Long-term Debt
(PPL)
In June 2019, WPD plc executed and drew £50 million under a 5-year term loan facility due 2024 at a rate of 2.189%, to be reset quarterly as detailed in the
terms of the agreement. The borrowing equated to $63 million at the time of drawdown, net of fees. The proceeds were used for general corporate purposes.
(PPL, LKE and LG&E)
In April 2019, LG&E issued $400 million of 4.25% First Mortgage Bonds due 2049. LG&E received proceeds of $396 million, net of discounts and
underwriting fees, which were used to repay commercial paper and LG&E's term loan.
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In April 2019, the County of Jefferson, Kentucky remarketed $128 million of Pollution Control Revenue Bonds, 2001 Series A (Louisville Gas and Electric
Company Project) due 2033 previously issued on behalf of LG&E. The bonds were remarketed at a long-term rate and will bear interest at 1.85% through
their mandatory purchase date of April 1, 2021.
In June 2019, the Louisville/Jefferson County Metro Government of Kentucky remarketed $31 million of Environmental Facilities Revenue Refunding
Bonds, 2007 Series A (Louisville Gas and Electric Company Project) due 2033 previously issued on behalf of LG&E. The bonds were remarketed at a longterm rate and will bear interest at 1.65% through their mandatory purchase date of June 1, 2021.
In June 2019, the Louisville/Jefferson Country Metro Government of Kentucky remarketed $35 million of Environmental Facilities Revenue Refunding
Bonds, 2007 Series B (Louisville Gas and Electric Company Project) due 2033 previously issued on behalf of LG&E. The bonds were remarketed at a longterm rate and will bear interest at 1.65% through their mandatory purchase date of June 1, 2021.
In June 2019, LG&E issued a notice to bondholders of its intention to convert the $40 million Louisville/Jefferson County Metro Government of Kentucky
Pollution Control Revenue Bonds, 2005 Series A (Louisville Gas and Electric Company Project) to a weekly interest rate, as permitted under the loan
documents. The conversion was completed on August 1, 2019. In connection with the conversion, LG&E purchased these bonds from the remarketing agent
and will hold them until a later date, at which time LG&E may refinance, remarket or further convert such bonds.
(PPL, LKE and KU)
In April 2019, KU reopened its 4.375% First Mortgage Bonds due 2045 and issued an additional $300 million of this series. KU received proceeds of $303
million, including premiums and underwriting fees, which were used to repay commercial paper and for other general corporate purposes.
(PPL)
Equity Securities

ATM Program
In February 2018, PPL entered into an equity distribution agreement, pursuant to which PPL may sell, from time to time, up to an aggregate of $1.0 billion of
its common stock through an at-the-market offering program; including a forward sales component. The compensation paid to the selling agents by PPL may
be up to 2% of the gross offering proceeds of the shares. There were no issuances under the ATM program for the six months ended June 30, 2019.
Distributions
In May 2019, PPL declared a quarterly common stock dividend, payable July 1, 2019, of 41.25 cents per share (equivalent to $1.65 per annum). Future
dividends, declared at the discretion of the Board of Directors, will depend upon future earnings, cash flows, financial and legal requirements and other
factors.
9. Leases
(All Registrants)
The Registrants determine whether contractual arrangements contain a lease by evaluating whether those arrangements either implicitly or explicitly identify
an asset, whether the Registrants have the right to obtain substantially all of the economic benefits from use of the asset throughout the term of the
arrangement, and whether the Registrants have the right to direct the use of the asset. Renewal options are included in the lease term if it is reasonably certain
the Registrants will exercise those options. Periods for which the Registrants are reasonably certain not to exercise termination options are also included in
the lease term. The Registrants have certain agreements with lease and non-lease components, such as office space leases, which are generally accounted for
separately.
LKE, LG&E and KU have entered into various operating leases primarily for office space, vehicles and railcars. The leases generally have fixed payments
with expiration dates ranging from 2019 to 2025, some of which have options to extend the leases from one year to ten years and some have options to
terminate at LKE's, LG&E's and KU's discretion. For leases that
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existed as of December 31, 2018, payments associated with renewal options are not included in the measurement of the lease liability and right-of-use (ROU)
asset.
WPD and Safari Energy have entered into various operating leases primarily for office space, land easements and telecom assets. These leases generally have
fixed payments with expiration dates ranging from 2019 through 2028, except for the land agreements which extend through 2116.
PPL Electric also has operating leases which do not have a significant impact to its operations.
Short-term Leases
Short-term leases are leases with a term that is 12 months or less and do not include a purchase option or option to extend the initial term of the lease to
greater than 12 months that the Registrants are reasonably certain to exercise. The Registrants have made an accounting policy election to not recognize the
ROU asset and the lease liability arising from leases classified as short-term. Expenses related to short-term leases are included in the tables below.
Discount Rate
The discount rate for a lease is the rate implicit in the lease unless that rate cannot be readily determined. In that case, the Registrants are required to use their
incremental borrowing rate, which is the rate the Registrants would have to pay to borrow, on a collateralized basis over a similar term, an amount equal to
the lease payments in a similar economic environment.
The Registrants receive secured borrowing rates from financial institutions based on their applicable credit profiles. The Registrants use the secured rate
which corresponds with the term of the applicable lease.
Practical Expedients
See Note 2 for information on the adoption of the new lease guidance as well as the practical expedients the Registrants have elected as part of the transition.
(PPL, LKE, LG&E and KU)
Lessee Transactions
The following table provides the components of lease cost for the Registrants' operating leases for the periods ended June 30, 2019.
2019 Three Months
PPL

LKE

LG&E

KU

Lease cost:
Operating lease cost

$

7

Short-term lease cost

$

5

2
$

Total lease cost

9

$

2

1
$

6

$

3

1
$

3

—
$

3

2019 Six Months
PPL

LKE

LG&E

KU

Lease cost:
Operating lease cost

$

14

Short-term lease cost

$

12

2
$

Total lease cost

16

$

6

1
$

13

$

6

1
$

7

—
$

6

The following table provides other key information related to the Registrants' operating leases at June 30, 2019.
PPL

LKE

LG&E

KU

Cash paid for amounts included in the measurement of lease liabilities:
Operating cash flows from operating leases

$

Right-of-use asset obtained in exchange for new operating lease liabilities

14
7
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12
6

$

6
2

$

6
4
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The following table provides the total future minimum rental payments for operating leases, as well as a reconciliation of these undiscounted cash flows to
the lease liabilities recognized on the Balance Sheets as of June 30, 2019.
PPL
2019 (a)

$

LKE
20

$

LG&E
18

KU

$

7

$

10

2020

19

14

5

8

2021

14

10

4

6

2022

9

7

3

4

2023

8

6

2

3

2024
Thereafter
$

Total

7

5

2

3

22

4

1

2

99

Weighted-average discount rate

$

64

3.77%

Weighted-average remaining lease term (in years)
$

24

3.97%

9

Current lease liabilities (b)

$

$

36

3.89%

5

20

$

4.02%

5

16

$

5

6

$

9

Non-current lease liabilities (b)

62

42

17

24

Right-of-use assets (c)

74

50

19

29

(a)Represents future minimum lease payments for the remainder of 2019.
(b)Current lease liabilities are included in "Other Current Liabilities" on the Balance Sheets. Non-current lease liabilities are included in "Other deferred credits and noncurrent liabilities" on the
Balance Sheets. The difference between the total future minimum lease payments and the recorded lease liabilities is due to the impact of discounting.
(c)Right-of-use assets are included in "Other noncurrent assets" on the Balance Sheets.

At December 31, 2018, the total future minimum rental payments for all operating leases were estimated to be:
PPL
2019

$

2020

LKE
26

$

LG&E
20

$

KU
10

$

10

21

15

2021

15

11

4

7

2022

13

7

3

4

8

6

3

3

33

11

4

6

2023
Thereafter
$

Total

116

$

70

6

$

30

9

$

39

Lessor Transactions
Third parties lease land from LKE, LG&E and KU at certain generation plants to produce refined coal used to generate electricity. The leases are operating
leases and expire in 2021. Payments are allocated among lease and non-lease components as stated in the agreements. Lease payments are fixed or are
determined based on the amount of refined coal used in electricity generation at the facility. Payments received are primarily recorded as a regulatory liability
and are amortized in accordance with regulatory approvals.
WPD leases property and telecom assets to third parties, which generally expire through 2029. These leases are operating leases. Generally, lease payments
are fixed and include only a lease component.
At June 30, 2019, PPL, LKE, LG&E and KU expect to receive the following lease payments over the remaining term of their operating lease agreements:
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PPL
2019 (a)

LKE

$

7

LG&E

$

4

$

KU
—

$

4

2020

13

7

—

7

2021

11

6

1

5

2022

4

—

—

—

2023

4

1

—

—

2024

4

—

—

—

Thereafter

12

—

—

—

Total

$

55

$

18

$

1

$

16

Lease income recognized for the three months ended June 30, 2019

$

6

$

4

$

2

$

2

Lease income recognized for the six months ended June 30, 2019

$

9

$

6

$

2

$

4

(a)Represents future minimum lease payments for the remainder of 2019.

10. Defined Benefits
(PPL, LKE and LG&E)
Certain net periodic defined benefit costs are applied to accounts that are further distributed among capital, expense and regulatory assets, including certain
costs allocated to applicable subsidiaries for plans sponsored by PPL Services and LKE. Following are the net periodic defined benefit costs (credits) of the
plans sponsored by PPL and its subsidiaries, LKE, and LG&E for the periods ended June 30:
Pension Benefits
Three Months

Six Months

U.S.
2019

U.K.
2018

2019

U.S.
2018

U.K.

2019

2018

2019

2018

PPL
Service cost

$

Interest cost
Expected return on plan assets

12

$

15

$

17

$

21

$

25

$

31

$

34

$

42

41

39

48

47

82

78

95

94

(61)

(62)

(150)

(150)

(122)

(124)

(298)

(300)

Amortization of:
2

3

—

—

4

5

—

—

Actuarial loss
Net periodic defined benefit costs
(credits) before settlements

14

19

23

38

27

41

47

77

8

14

(62)

(44)

16

31

(122)

(87)

Settlements
Net periodic defined benefit costs
(credits)

—

—

—

—

1

—

—

—

Prior service cost

$

8

$

14

$

(62)

$

(44)

$

17

$

31

$

(122)

$

(87)

Pension Benefits
Three Months
2019

Six Months

2018

2019

2018

LKE
Service cost

$

Interest cost

5

$

5

$

11

$

12

17

16

33

32

(26)

(25)

(51)

(51)

Prior service cost

2

2

4

4

Actuarial loss (a)

6

8

10

18

Expected return on plan assets
Amortization of:

Net periodic defined benefit costs (b)

$

4

$

6

$

7

$

(a)As a result of treatment approved by the KPSC, the difference between actuarial loss calculated in accordance with LKE's accounting policy and actuarial loss calculated using a 15-year

15

amortization period was $1 million for the three and six months ended June 30, 2019 and $2 million and $6 million for the three and six months ended June 30, 2018. This difference is recorded
as a regulatory asset.
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(b)Due to the amount of lump sum payment distributions from the LG&E qualified pension plan, a settlement charge of $4 million was incurred for the three and six months ended June 30, 2018. In
accordance with existing regulatory accounting treatment, LG&E has maintained the settlement charge in regulatory assets. The amount is being amortized in accordance with existing regulatory
practice.
Pension Benefits
Three Months
2019

Six Months

2018

2019

2018

LG&E
Service cost

$

1

Interest cost
Expected return on plan assets

$

1

$

1

$

1

3

3

6

6

(5)

(6)

(11)

(11)

2

2

3

3

Amortization of:
Prior service cost
Actuarial loss (a)
Net periodic defined benefit costs (b)

1
$

2

1
$

1

3
$

2

3
$

2

(a)As a result of treatment approved by the KPSC, the difference between actuarial loss calculated in accordance with LG&E's accounting policy and actuarial loss calculated using a 15-year
amortization period was $1 million for the three and six months ended June 30, 2019 and $1 million for the six months ended June 30, 2018. This difference is recorded as a regulatory asset.
(b)Due to the amount of lump sum payment distributions from the LG&E qualified pension plan, a settlement charge of $4 million was incurred for the three and six months ended June 30, 2018. In
accordance with existing regulatory accounting treatment, LG&E has maintained the settlement charge in regulatory assets. The amount is being amortized in accordance with existing regulatory
practice.
Other Postretirement Benefits
Three Months
2019

Six Months

2018

2019

2018

PPL
Service cost

$

1

Interest cost

$

3

5

7

Expected return on plan assets

(4)

Amortization of prior service cost

—

Net periodic defined benefit costs

$

2

$

4

11

10

(9)

(9)

(13)

1

—

—

$

2

$

2

$

4

$

1

$

1

$

1

$

2

$

2

LKE
Service cost
Interest cost
Expected return on plan assets

2

2

4

4

(2)

(2)

(4)

(4)

1

1

1

1

Amortization of:
Prior service cost
Actuarial gain
Net periodic defined benefit costs

(1)
$

1

(1)
$

1

(1)
$

2

(1)
$

2

(PPL Electric, LG&E and KU)
In addition to the specific plan it sponsors, LG&E is allocated costs of defined benefit plans sponsored by LKE. PPL Electric and KU do not directly sponsor
any defined benefit plans. PPL Electric is allocated costs of defined benefit plans sponsored by PPL Services and KU is allocated costs of defined benefit
plans sponsored by LKE. LG&E and KU are also allocated costs of defined benefit plans from LKS for defined benefit plans sponsored by LKE. See Note 12
for additional information on costs allocated to LG&E and KU from LKS. These allocations are based on participation in those plans, which management
believes are reasonable. For the periods ended June 30, PPL Services allocated the following net periodic defined benefit costs to PPL Electric, and LKE
allocated the following net periodic defined benefit costs to LG&E and KU:
Three Months
2019
PPL Electric
LG&E
KU

$

Six Months

2018
2

$

2019
3

$

2018
5

$

7

1

2

2

4

—

1

—

2
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(All Registrants)
The non-service cost components of net periodic defined benefit costs (credits) (interest cost, expected return on plan assets, amortization of prior service
cost and amortization of actuarial gain and loss) are presented in "Other Income (Expense) - net" on the Statements of Income. See Note 13 for additional
information.
11. Commitments and Contingencies
Legal Matters
(All Registrants)
PPL and its subsidiaries are involved in legal proceedings, claims and litigation in the ordinary course of business. PPL and its subsidiaries cannot predict the
outcome of such matters, or whether such matters may result in material liabilities, unless otherwise noted.

Talen Litigation (PPL)
Background
In September 2013, one of PPL's former subsidiaries, PPL Montana entered into an agreement to sell its hydroelectric generating facilities. In June 2014,
PPL and PPL Energy Supply, the parent company of PPL Montana, entered into various definitive agreements with affiliates of Riverstone to spin off PPL
Energy Supply and ultimately combine it with Riverstone's competitive power generation businesses to form a stand-alone company named Talen Energy. In
November 2014, after executing the spinoff agreements but prior to the closing of the spinoff transaction, PPL Montana closed the sale of its hydroelectric
generating facilities. Subsequently, on June 1, 2015, the spinoff of PPL Energy Supply was completed. Following the spinoff transaction, PPL had no
continuing ownership interest in or control of PPL Energy Supply. In connection with the spinoff transaction, PPL Montana became Talen Montana, LLC
(Talen Montana), a subsidiary of Talen Energy. Talen Energy Marketing also became a subsidiary of Talen Energy as a result of the June 2015 spinoff of PPL
Energy Supply. Talen Energy has owned and operated both Talen Montana and Talen Energy Marketing since the spinoff. At the time of the spinoff, affiliates
of Riverstone acquired a 35% ownership interest in Talen Energy. Riverstone subsequently acquired the remaining interests in Talen Energy in a take private
transaction in December 2016.
Talen Montana, LLC v. PPL Corporation et al.
On October 29, 2018, Talen Montana filed a complaint against PPL and certain of its affiliates and current and former officers and directors in the First
Judicial District of the State of Montana, Lewis & Clark County (Talen Direct Action). Talen Montana alleges that in November 2014, PPL and certain
officers and directors improperly distributed to PPL's subsidiaries $733 million of the proceeds from the sale of Talen Montana's (then PPL Montana's)
hydroelectric generating facilities, rendering PPL Montana insolvent. The complaint includes claims for, among other things, breach of fiduciary duty; aiding
and abetting breach of fiduciary duty; breach of an LLC agreement; breach of the implied duty of good faith and fair dealing; tortious interference; negligent
misrepresentation; and constructive fraud. Talen Montana is seeking unspecified damages, including punitive damages, and other relief. In December 2018,
PPL moved to dismiss the Talen Direct Action for lack of jurisdiction and, in the alternative, to dismiss because Delaware is the appropriate forum to decide
this case. In January 2019, Talen Montana dismissed without prejudice all current and former PPL Corporation directors from the case. The parties engaged
in limited jurisdictional discovery, and oral argument regarding the PPL parties' motion to dismiss is scheduled for August 22, 2019.
Talen Montana Retirement Plan and Talen Energy Marketing, LLC, Individually and on Behalf of All Others Similarly Situated v. PPL
Corporation et al.
Also on October 29, 2018, Talen Montana Retirement Plan and Talen Energy Marketing filed a putative class action complaint on behalf of current and
contingent creditors of Talen Montana who allegedly suffered harm or allegedly will suffer reasonably foreseeable harm as a result of the November 2014
distribution. The action was filed in the Sixteenth Judicial District of the State of Montana, Rosebud County, against PPL and certain of its affiliates and
current and former officers and directors (Talen Putative Class Action). The plaintiffs assert claims for, among other things, fraudulent transfer, both actual
and constructive; recovery against subsequent transferees; civil conspiracy; aiding and abetting tortious conduct; and unjust enrichment. They are seeking
avoidance of the purportedly fraudulent transfer, unspecified damages, including punitive damages, the imposition of a
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constructive trust, and other relief. In December 2018, PPL removed the Talen Putative Class Action from the Sixteenth Judicial District of the State of
Montana to the United States District Court for the District of Montana, Billings Division. In January 2019, the plaintiffs moved to remand the Talen Putative
Class Action back to state court, and dismissed without prejudice all current and former PPL Corporation directors from the case. The parties engaged in
limited discovery in connection with the motion to remand, at the conclusion of which the parties will complete their briefings on the matter to enable the
Court to consider the remand motion.
PPL Corporation et al. vs. Riverstone Holdings LLC, Talen Energy Corporation et al.
On November 30, 2018, PPL, certain PPL affiliates, and certain current and former officers and directors (PPL plaintiffs) filed a complaint in the Court of
Chancery of the State of Delaware seeking various forms of relief against Riverstone, Talen Energy and certain of their affiliates (Delaware Action). In the
complaint, the PPL plaintiffs ask the Delaware Court of Chancery for declaratory and injunctive relief. This includes a declaratory judgment that, under the
separation agreement governing the spinoff of PPL Energy Supply, all related claims that arise must be heard in Delaware; that the statute of limitations in
Delaware and the spinoff agreement bar these claims at this point; that PPL is not liable for the claims in either the Talen Direct Action or the Talen Putative
Class Action as PPL Montana was solvent at all relevant times; and that the separation agreement requires that Talen Energy indemnify PPL for all losses
arising from the debts of Talen Montana, among other things. PPL's complaint also seeks damages against Riverstone for interfering with the separation
agreement and against Riverstone affiliates for breach of the implied covenant of good faith and fair dealing. The complaint was subsequently amended on
January 11, 2019 and March 20, 2019, including to add claims related to indemnification with respect to the Talen Direct Action and the Talen Putative Class
Action (together, the Montana Actions), request a declaration that the Montana Actions are time-barred under the spinoff agreements, and allege additional
facts to support the tortious interference claim. In April 2019, the defendants filed motions to dismiss the amended complaint. On July 11, 2019, the Court
heard oral arguments from the parties regarding the motions to dismiss. The Court is expected to rule on the matters raised in the motions to dismiss within
ninety days of the oral argument date.
With respect to each of the Talen-related matters described above, PPL believes that the 2014 distribution of proceeds was made in compliance with all
applicable laws and that PPL Montana was solvent at all relevant times. Additionally, the agreements entered into in connection with the spinoff, which PPL
and affiliates of Talen Energy and Riverstone negotiated and executed prior to the 2014 distribution, directly address the treatment of the proceeds from the
sale of PPL Montana's hydroelectric generating facilities; in those agreements, Talen Energy and Riverstone definitively agreed that PPL was entitled to
retain the proceeds.
PPL believes that it has meritorious defenses to the claims made in the Montana Actions and intends to continue to vigorously defend against these actions.
The Montana Actions and the Delaware Action are all in the early stages of litigation; at this time, PPL cannot predict the outcome of these matters or
estimate the range of possible losses, if any, that PPL might incur as a result of the claims, although they could be material.
Cane Run Environmental Claims (PPL, LKE and LG&E)
In December 2013, six residents, on behalf of themselves and others similarly situated, filed a class action complaint against LG&E and PPL in the U.S.
District Court for the Western District of Kentucky (U.S. District Court) alleging violations of the Clean Air Act, RCRA, and common law claims of
nuisance, trespass and negligence. These plaintiffs seek injunctive relief and civil penalties, plus costs and attorney fees, for the alleged statutory violations.
Under the common law claims, these plaintiffs seek monetary compensation and punitive damages for property damage and diminished property values for a
class consisting of residents within four miles of the Cane Run plant, which retired three coal-fired units in 2015. In their individual capacities, these
plaintiffs sought compensation for alleged adverse health effects. In July 2014, the court dismissed the RCRA claims and all but one Clean Air Act claim, but
declined to dismiss the common law tort claims. In November 2016, the plaintiffs filed an amended complaint removing the personal injury claims and
removing certain previously named plaintiffs. In February 2017, the U.S. District Court issued an Order dismissing PPL as a defendant and dismissing the
final federal claim against LG&E. In April 2017, the U.S. District Court issued an Order declining to exercise supplemental jurisdiction on the state law
claims and dismissed the case in its entirety. In June 2017, the plaintiffs filed a class action complaint in Jefferson County, Kentucky Circuit Court, against
LG&E alleging state law nuisance, negligence and trespass tort claims. The plaintiffs seek compensatory and punitive damages for alleged property damage
due to purported plant emissions on behalf of a class of residents within one to three miles of the plant. Proceedings are currently underway regarding
potential class certification, for which a decision may be rendered in 2019. PPL, LKE and LG&E cannot predict the outcome of this matter and an estimate or
range of possible losses cannot be determined.
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E.W. Brown Environmental Claims (PPL, LKE and KU)
In July 2017, the Kentucky Waterways Alliance and the Sierra Club filed a citizen suit complaint against KU in the U.S. District Court for the Eastern
District of Kentucky (U.S. District Court) alleging discharges at the E.W. Brown plant in violation of the Clean Water Act and the plant’s water discharge
permit and alleging contamination that may present an imminent and substantial endangerment in violation of the RCRA. The plaintiffs’ suit relates to prior
notices of intent to file a citizen suit submitted in October and November 2015 and October 2016. These plaintiffs sought injunctive relief ordering KU to
take all actions necessary to comply with the Clean Water Act and RCRA, including ceasing the discharges in question, abating effects associated with prior
discharges and eliminating the alleged imminent and substantial endangerment. These plaintiffs also sought assessment of civil penalties and an award of
litigation costs and attorney fees. In December 2017 the U.S. District Court issued an Order dismissing the Clean Water Act and RCRA complaints against
KU in their entirety. In January 2018, the plaintiffs appealed the dismissal Order to the U.S. Court of Appeals for the Sixth Circuit. In September 2018, the
U.S. Court of Appeals for the Sixth Circuit issued its ruling affirming the lower court's decision to dismiss the Clean Water Act claims but reversing its
dismissal of the RCRA claims against KU and remanding the latter to the U.S. District Court. In October 2018, KU filed a petition for rehearing to the U.S.
Court of Appeals for the Sixth Circuit regarding the RCRA claims. In November 2018, the U.S. Court of Appeals for the Sixth Circuit denied KU's petition
for rehearing regarding the RCRA claims. On January 8, 2019, KU filed an answer to plaintiffs’ complaint in the U.S. District Court. PPL, LKE and KU
cannot predict the outcome of these matters and an estimate or range of possible losses cannot be determined.
KU is undertaking extensive remedial measures at the E.W. Brown plant including closure of the former ash pond, implementation of a groundwater remedial
action plan and performance of a corrective action plan including aquatic study of adjacent surface waters and risk assessment. The aquatic study and risk
assessment was undertaken pursuant to a 2017 agreed Order with the Kentucky Energy and Environment Cabinet (KEEC). KU conducted sampling of
Herrington Lake in 2017 and 2018. KU submitted the required aquatic study and risk assessment, conducted by an independent third-party consultant, to the
KEEC in June 2019 finding that discharges from the E.W. Brown plant have not had any significant impact on Herrington Lake and that the water in the lake
is safe for recreational use and meets safe drinking water standards. However, until the KEEC assesses the study and issues any regulatory determinations,
PPL, LKE and KU are unable to determine whether additional remedial measures will be required at the E.W. Brown plant.
Regulatory Issues (All Registrants)
See Note 7 for information on regulatory matters related to utility rate regulation.

Electricity - Reliability Standards
The NERC is responsible for establishing and enforcing mandatory reliability standards (Reliability Standards) regarding the bulk electric system in North
America. The FERC oversees this process and independently enforces the Reliability Standards.
The Reliability Standards have the force and effect of law and apply to certain users of the bulk electric system, including electric utility companies,
generators and marketers. Under the Federal Power Act, the FERC may assess civil penalties for certain violations.
PPL Electric, LG&E and KU monitor their compliance with the Reliability Standards and self-report or self-log potential violations of applicable reliability
requirements whenever identified, and submit accompanying mitigation plans, as required. The resolution of a small number of potential violations is
pending. Penalties incurred to date have not been significant. Any Regional Reliability Entity (including RFC or SERC) determination concerning the
resolution of violations of the Reliability Standards remains subject to the approval of the NERC and the FERC.
In the course of implementing their programs to ensure compliance with the Reliability Standards by those PPL affiliates subject to the standards, certain
other instances of potential non-compliance may be identified from time to time. The Registrants cannot predict the outcome of these matters, and an
estimate or range of possible losses cannot be determined.
Environmental Matters
(All Registrants)
Due to the environmental issues discussed below or other environmental matters, it may be necessary for the Registrants to modify, curtail, replace or cease
operation of certain facilities or performance of certain operations to comply with statutes,
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regulations and other requirements of regulatory bodies or courts. In addition, legal challenges to new environmental permits or rules add to the uncertainty
of estimating the future cost of these permits and rules.
WPD's distribution businesses are subject to certain statutory and regulatory environmental requirements. It may be necessary for WPD to incur significant
compliance costs, which costs may be recoverable through rates subject to the approval of Ofgem. PPL believes that WPD has taken and continues to take
measures to comply with all applicable environmental laws and regulations.
LG&E and KU are entitled to recover, through the ECR mechanism, certain costs of complying with the Clean Air Act, as amended, and those federal, state
or local environmental requirements applicable to coal combustion wastes and by-products from facilities that generate electricity from coal in accordance
with approved compliance plans. Costs not covered by the ECR mechanism for LG&E and KU and all such costs for PPL Electric are subject to rate
recovery before the companies' respective state regulatory authorities, or the FERC, if applicable. Because neither WPD nor PPL Electric owns any
generating plants, their exposure to related environmental compliance costs is reduced. PPL, PPL Electric, LKE, LG&E and KU can provide no assurances as
to the ultimate outcome of future environmental or rate proceedings before regulatory authorities.
Air
(PPL, LKE, LG&E and KU)
NAAQS
The Clean Air Act, which regulates air pollutants from mobile and stationary sources in the United States, has a significant impact on the operation of fossil
fuel generation plants. Among other things, the Clean Air Act requires the EPA periodically to review and establish concentration levels in the ambient air for
six pollutants to protect public health and welfare. The six pollutants are carbon monoxide, lead, nitrogen dioxide, ozone (contributed to by nitrogen oxide
emissions), particulate matter and sulfur dioxide. The established concentration levels for these six pollutants are known as NAAQS. Under the Clean Air
Act, the EPA is required to reassess the NAAQS on a five-year schedule.
Federal environmental regulations of these six pollutants require states to adopt implementation plans, known as state implementation plans, which detail
how the state will attain the standards that are mandated by the relevant law or regulation. Each state identifies the areas within its boundaries that meet the
NAAQS (attainment areas) and those that do not (non-attainment areas), and must develop a state implementation plan both to bring non-attainment areas
into compliance with the NAAQS and to maintain good air quality in attainment areas. In addition, for attainment of ozone and fine particulates standards,
states in the eastern portion of the country, including Kentucky, are subject to a regional program developed by the EPA known as the Cross-State Air
Pollution Rule. The NAAQS, future revisions to the NAAQS and state implementation plans, or future revisions to regional programs, may require
installation of additional pollution controls, the costs of which PPL, LKE, LG&E and KU believe are subject to cost recovery.
Although PPL, LKE, LG&E and KU do not anticipate significant costs to comply with these programs, changes in market or operating conditions could
result in different costs than anticipated.
Ozone
The EPA issued the current ozone standard in October 2015. The states and the EPA are required to determine (based on ambient air monitoring data) those
areas that meet the standard and those that are in nonattainment. In April 2018, the EPA designated Jefferson County, Kentucky (Louisville) as being in
nonattainment with the ozone standard. Although implementation of the 2015 ozone standard could potentially require the addition of SCRs at LG&E's Mill
Creek station, PPL, LKE and LG&E are unable to determine what, if any, compliance measures may ultimately be required until the Louisville Metro Air
Pollution District prepares a state implementation plan.
States are also obligated to address interstate transport issues associated with ozone standards through the establishment of "good neighbor" state
implementation plans for those states that are found to contribute significantly to another state's non-attainment. As a result of a partial consent decree
addressing claims regarding federal implementation, the EPA and several states, including Kentucky, have evaluated the need for further nitrogen oxide
reductions from fossil-fueled plants to address interstate impacts. In July 2018, the EPA approved Kentucky's proposed state implementation plan finding that
no additional reductions beyond existing and planned controls set forth in Kentucky's existing State Implementation Plan are necessary to prevent Kentucky
from contributing significantly to any other state’s nonattainment. In September 2018, the EPA announced its
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denial of petitions filed by Maryland and Delaware alleging that states including Kentucky and Pennsylvania contribute to nonattainment in the petitioning
states. PPL, LKE, LG&E and KU are unable to predict the outcome of ongoing and future evaluations by the EPA and the states, or whether such evaluations
could potentially result in requirements for nitrogen oxide reductions beyond those currently required under the Cross-State Air Pollution Rule.
Climate Change
There is continuing world-wide attention focused on issues related to climate change. In June 2016, President Obama announced that the United States,
Canada and Mexico established the North American Climate, Clean Energy, and Environment Partnership Plan, which specifies actions to promote clean
energy, address climate change and protect the environment. The plan includes a goal to provide 50% of the energy used in North America from clean energy
sources by 2025. The plan does not impose any nation-specific requirements.
In December 2015, 195 nations, including the U.S., signed the Paris Agreement on Climate, which establishes a comprehensive framework for the reduction
of GHG emissions from both developed and developing nations. Although the agreement does not establish binding reduction requirements, it requires each
nation to prepare, communicate, and maintain GHG reduction commitments. Reductions can be achieved in a variety of ways, including energy conservation,
power plant efficiency improvements, reduced utilization of coal-fired generation or replacing coal-fired generation with natural gas or renewable generation.
Based on the EPA's rules issued in 2015 imposing GHG emission standards for both new and existing power plants, the U.S. committed to an initial
reduction target of 26% to 28% below 2005 levels by 2025. However, on June 1, 2017, President Trump announced a plan to withdraw from the Paris
Agreement and undertake negotiations to reenter the current agreement or enter a new agreement on terms more favorable to the U.S. Under the terms of the
Paris Agreement, any U.S. withdrawal would not be complete until November 2020. PPL, LKE, LG&E and KU cannot predict the outcome of such
regulatory actions or the impact, if any, on plant operations, rate treatment or future capital or operating needs.
The U.K. has enacted binding carbon reduction requirements that are applicable to WPD. Under the U.K. law, WPD must purchase carbon reduction credits
to offset emissions associated with WPD's operations. The cost of these credits is not significant and is included in WPD's current operating expenses.
The current U.K. carbon allowance scheme ended on March 31, 2019, with the last reporting year being April 2018 through March 2019. It is now being
replaced by reporting requirements under the Streamlined Energy and Carbon Reporting framework along with a tax (called “Climate Change Levy”) which
is equivalent to the current cost of the carbon reduction credits. The cost of the tax is not significant and will be included in WPD’s operating expenses.
The EPA's Affordable Clean Energy Rule
In 2015, the EPA finalized rules imposing stringent GHG emission standards for both new and existing power plants based on plant specific energy
efficiency upgrades, fuel switching from coal to natural gas, and deployment of renewable generation (the Clean Power Plan).
Following legal challenges to the Clean Power Plan, a stay of those rules by the U.S. Supreme Court and the March 2017 Executive Order requiring the EPA
to review the Clean Power Plan in October 2017, the EPA proposed to rescind the Clean Power Plan. In July 2019, the EPA rescinded the Clean Power Plan
and finalized the Affordable Clean Energy (ACE) Rule as a replacement with respect to existing sources. The ACE Rule gives states broad latitude in
establishing emission guidelines providing for plant-specific efficiency upgrades or "heat-rate improvements" that will reduce GHG emissions per unit of
electricity generated. The ACE Rule provides a list of "candidate technologies" that will be considered by the states in establishing standards of performance
on a case by case basis at individual power plants. States are generally allowed three years to submit state plans establishing standards of performance. While
compliance deadlines will be imposed on a plant-specific basis, the EPA anticipates that most facilities will be required to demonstrate compliance within
two years of plan approval. In the final rule, the EPA did not finalize its proposed new criteria for determining whether such efficiency projects would trigger
New Source Review and thus be subject to more stringent emission controls. Instead, the agency intends to take final action on the proposed New Source
Review revisions in a separate final action at a later date.
The Kentucky General Assembly passed legislation in April 2014 limiting the measures that the Kentucky Energy and Environment Cabinet may consider in
setting performance standards to comply with federal requirements for GHG emission reductions. The legislation provides that such state GHG performance
standards will be strictly based on emission reductions, efficiency measures and other improvements available at each power plant. These statutory
restrictions are broadly consistent with the EPA's ACE Rule.
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LG&E and KU are monitoring developments at the state and federal level. Until legal challenges and regulatory determinations relating to repeal and
replacement of the Clean Power Plan are completed and the state determines implementation measures, PPL, LKE, LG&E and KU cannot predict the
potential impact, if any, on plant operations, future capital or operating costs. PPL, LKE, LG&E and KU believe that the costs, which could be significant,
would be subject to rate recovery.
Sulfuric Acid Mist Emissions (PPL, LKE and LG&E)
In June 2016, the EPA issued a notice of violation under the Clean Air Act alleging that LG&E violated applicable rules relating to sulfuric acid mist
emissions at its Mill Creek plant. The notice alleges failure to install proper controls, failure to operate the facility consistent with good air pollution control
practice, and causing emissions exceeding applicable requirements or constituting a nuisance or endangerment. LG&E believes it has complied with
applicable regulations during the relevant time period. Discussions between the EPA and LG&E are ongoing. The parties have entered into a tolling
agreement with respect to this matter through August 9, 2019. The parties are conducting initial negotiations regarding potential settlement of the matter.
PPL, LKE and LG&E are unable to predict the outcome of this matter or the potential impact on operations of the Mill Creek plant, including increased
capital or operating costs, and potential civil penalties or remedial measures, if any.
Water/Waste
(PPL, LKE, LG&E and KU)
CCRs
In April 2015, the EPA published its final rule regulating CCRs. CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes. The rule became
effective in October 2015. It imposes extensive new requirements, including location restrictions, design and operating standards, groundwater monitoring
and corrective action requirements, and closure and post-closure care requirements on CCR impoundments and landfills that are located on active power
plants in the United States and not closed. Under the rule, CCRs are regulated as non-hazardous under Subtitle D of RCRA and beneficial use of CCRs is
allowed, with some restrictions. The rule's requirements for covered CCR impoundments and landfills include implementation of groundwater monitoring
and commencement or completion of closure activities generally between three and ten years from certain triggering events. The rule requires posting of
compliance documentation on a publicly accessible website. Industry groups, environmental groups, individual companies and others have filed legal
challenges to the final rule, which are pending before the D.C. Circuit Court of Appeals. In March 2018, the EPA proposed amendments to the CCR rule
primarily relating to impoundment closure and remediation requirements. In July 2018, the EPA published in the Federal Register a final rule extending the
deadline for closure of certain impoundments to October 2020 and adopting substantive changes relating to certifications, suspensions of groundwater
monitoring and groundwater protection standards for certain constituents. In July 2019, the EPA released proposed amendments to the CCR Rule relating to
reporting, public information, boron standards, beneficial use and waste piles. The EPA has announced that additional amendments to the rule will be
proposed. In August 2018, the D.C. Circuit Court of Appeals vacated and remanded portions of the CCR rule including provisions allowing unlined
impoundments to continue operating and exempting inactive impoundments at inactive plants from regulation. As a result of subsequent challenges to the
CCR Rule amendments, on March 13, 2019, the D.C. Circuit Court granted the EPA’s motion for voluntary remand of the amended rule without voiding it.
Consequently, the CCR Rule amendments, including the extended compliance deadline, will remain in place as the EPA considers further rule amendments
and revisions. PPL, LKE, LG&E and KU are unable to predict the outcome of the ongoing rulemaking or potential impacts on current LG&E and KU
compliance plans. The Registrants are currently finalizing closure plans and schedules.
In January 2017, the Kentucky Energy and Environment Cabinet issued a new state rule relating to CCR management aimed at reflecting the requirements of
the federal CCR rule. As a result of a subsequent legal challenge in January 2018, the Franklin County, Kentucky Court issued an opinion invalidating certain
procedural elements of the rule. LG&E and KU presently operate their facilities under continuing permits authorized under the former program and do not
currently anticipate material impacts as a result of the judicial ruling. The Kentucky Energy and Environmental Cabinet has announced it expects to propose
new state rules in 2019 aimed at addressing the procedural deficiencies identified by the court and providing the regulatory framework necessary for
operation of the state CCR program in lieu of the federal CCR Rule, as provided by applicable law.
LG&E and KU received KPSC approval for a compliance plan providing for the closure of impoundments at the Mill Creek, Trimble County, E.W. Brown,
and Ghent stations, and construction of process water management facilities at those plants. In addition to the foregoing measures required for compliance
with the federal CCR rule, KU also received KPSC approval for its plans to close impoundments at the retired Green River, Pineville and Tyrone plants to
comply with applicable state law. Since
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2017, LG&E and KU have commenced closure of many of the subject impoundments and have completed closure of some of the smaller impoundments.
LG&E and KU expect to commence closure of the remaining impoundments no later than October 31, 2020. LG&E and KU generally expect to complete
impoundment closures within five years of commencement, although a longer period may be required to complete closure of some facilities.
In connection with the final CCR rule, LG&E and KU recorded adjustments to existing AROs beginning in 2015 and continue to record adjustments as
required. See Note 16 below and Note 19 in the Registrants' 2018 Form 10-K for additional information. Further changes to AROs, current capital plans or
operating costs may be required as estimates are refined based on closure developments, groundwater monitoring results, and regulatory or legal proceedings.
Costs relating to this rule are subject to rate recovery.
Clean Water Act
Regulations under the federal Clean Water Act dictate permitting and mitigation requirements for facilities and construction projects in the United States.
Many of those requirements relate to power plant operations, including requirements related to the treatment of pollutants in effluents prior to discharge, the
temperature of effluent discharges and the location, design and construction of cooling water intake structures at generating facilities, standards intended to
protect aquatic organisms that become trapped at or pulled through cooling water intake structures at generating facilities. The requirements could impose
significant costs for LG&E and KU, which are subject to rate recovery.
Clean Water Act Jurisdiction
For several years the EPA has been seeking to clarify which discharges are subject to the Clean Water Act. The issue is primarily significant to PPL's
operations with respect to discharges to groundwater from ash basins. There has been substantial disagreement over whether Clean Water Act jurisdiction
covers discharges of contaminants to groundwater which reach surface water via a direct hydrologic connection. In particular, various environmental groups
and other stakeholders argue that leaking impoundments located at coal-fired power plants are subject to Clean Water Act jurisdiction, while facility owners
and many states contend that such situations are more appropriately addressed under the EPA's CCR Rule and state regulatory programs.
Most recently, on April 12, 2019, the EPA released an interpretive statement concluding that Clean Water Act jurisdiction does not cover discharges to
groundwater regardless of any hydrologic connection between groundwater and jurisdictional surface water.
The issue has been subject to extensive litigation in federal courts including the citizen suit filed against KU with respect to its E.W. Brown plant, as
discussed under “Legal Matters” - “E.W. Brown Environmental Claims” above, resulting in contradictory rulings by courts in different jurisdictions. On
February 19, 2019, the U.S. Supreme Court agreed to review a lower court ruling on the issue. The U.S. Supreme Court’s ruling in that case, likely to be
issued in the first half of 2020, is expected to provide additional clarification on the scope of Clean Water Act jurisdiction. Extending Clean Water Act
jurisdiction to such discharges could potentially subject certain releases from CCR impoundments to additional permitting and remediation requirements.
PPL, LKE, LG&E and KU are unable to predict the outcome of current or future regulatory proceedings or litigation or potential impacts on current LG&E
and KU compliance plans.
ELGs
In September 2015, the EPA released its final ELGs for wastewater discharge permits for new and existing steam electric generating facilities. The rule
provides strict technology-based discharge limitations for control of pollutants in scrubber wastewater, fly ash and bottom ash transport water, mercury
control wastewater, gasification wastewater and combustion residual leachate. The new guidelines require deployment of additional control technologies
providing physical, chemical and biological treatment of wastewaters. The guidelines also mandate operational changes including "no discharge"
requirements for fly ash and bottom ash transport waters and mercury control wastewaters. The implementation date for individual generating stations will be
determined by the states on a case-by-case basis according to criteria provided by the EPA. Industry groups, environmental groups, individual companies and
others have filed legal challenges to the final rule, which have been consolidated before the U.S. Court of Appeals for the Fifth Circuit. In April 2017, the
EPA announced that it would grant petitions for reconsideration of the rule. In September 2017, the EPA published in the Federal Register a proposed rule
that would postpone the compliance date for requirements relating to bottom ash transport waters and scrubber wastewaters discharge limits. The proposed
rule is expected to be finalized by the fall of 2019. On April 12, 2019, the U.S. Court of Appeals for the Fifth Circuit vacated and remanded portions of the
ELGs concerning legacy wastewater and CCR leachate. The EPA
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expects to complete its reconsideration of best available technology standards by the fall of 2020. Upon completion of the ongoing regulatory proceedings,
the rule will be implemented by the states in the course of their normal permitting activities. LG&E and KU are developing compliance strategies and
schedules. PPL, LKE, LG&E and KU are unable to predict the outcome of the EPA's pending reconsideration of the rule or fully estimate compliance costs
or timing. Additionally, certain aspects of these compliance plans and estimates relate to developments in state water quality standards, which are separate
from the ELG rule or its implementation. Costs to comply with ELGs or other discharge limits are expected to be significant. Certain costs are included in the
Registrants’ capital plans and are subject to rate recovery.
Seepages and Groundwater Infiltration
In addition to the actions described above, LG&E and KU have completed, or are completing, assessments of seepages or groundwater infiltration at various
facilities and have completed, or are working with agencies to implement, further testing, monitoring or abatement measures, where applicable. Depending
on the circumstances in each case, certain costs, which may be subject to rate recovery, could be significant. LG&E and KU cannot currently estimate a
possible loss or range of possible losses related to this matter.
(All Registrants)

and Other Remediation
-Superfund
----------------PPL Electric, LG&E and KU are potentially responsible for investigating, responding to agency inquiries, implementing various preventative measures,
and/or remediating contamination under programs other than those described in the sections above. These include a number of former coal gas manufacturing
plants in Pennsylvania and Kentucky previously owned or operated or currently owned by predecessors or affiliates of PPL Electric, LG&E and KU. To date,
the costs of these sites have not been significant.
There are additional sites formerly owned or operated by PPL Electric, LG&E and KU predecessors or affiliates. PPL Electric, LG&E and KU lack sufficient
information about such additional sites to estimate any potential liability they may have or a range of reasonably possible losses, if any, related to these
matters.
PPL Electric is potentially responsible for a share of the costs at several sites listed by the EPA under the federal Superfund program, including the Columbia
Gas Plant site and the Brodhead site. Clean-up actions have been or are being undertaken at all of these sites, the costs of which have not been, and are not
expected to be, significant to PPL Electric.
The EPA is evaluating the risks associated with polycyclic aromatic hydrocarbons and naphthalene, chemical by-products of coal gas manufacturing. As a
result of the EPA's evaluation, individual states may establish stricter standards for water quality and soil cleanup. This could require several PPL subsidiaries
to take more extensive assessment and remedial actions at former coal gas manufacturing plants. PPL, PPL Electric, LKE, LG&E and KU cannot estimate a
range of reasonably possible losses, if any, related to these matters.
From time to time, PPL's subsidiaries in the United States undertake testing, monitoring or remedial action in response to notices of violations, spills or other
releases at various on-site and off-site locations, negotiate with the EPA and state and local agencies regarding actions necessary to comply with applicable
requirements, negotiate with property owners and other third parties alleging impacts from PPL's operations and undertake similar actions necessary to
resolve environmental matters that arise in the course of normal operations. Based on analyses to date, resolution of these environmental matters is not
expected to have a significant adverse impact on the operations of PPL Electric, LG&E and KU.
PPL Electric had a recorded liability of $11 million at June 30, 2019 and December 31, 2018 representing its best estimate of the probable loss incurred to
remediate the sites noted in this section. Depending on the outcome of investigations at sites where investigations have not begun or been completed, or
developments at sites for which information is incomplete, additional costs of remediation could be incurred; however, such costs are not expected to be
significant.
Future cleanup or remediation work at sites not yet identified may result in significant additional costs for PPL, PPL Electric, LKE, LG&E and KU.
Insurance policies maintained by LKE, LG&E and KU may be available to cover certain costs or other obligations related to these matters, but the amount of
insurance coverage or reimbursement cannot be estimated or assured.
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Other
Guarantees and Other Assurances
(All Registrants)
In the normal course of business, the Registrants enter into agreements that provide financial performance assurance to third parties on behalf of certain
subsidiaries. Such agreements include, for example, guarantees, stand-by letters of credit issued by financial institutions and surety bonds issued by insurance
companies. These agreements are entered into primarily to support or enhance the creditworthiness attributed to a subsidiary on a stand-alone basis or to
facilitate the commercial activities in which these subsidiaries engage.
(PPL)
PPL fully and unconditionally guarantees all of the debt securities of PPL Capital Funding.
(All Registrants)
The table below details guarantees provided as of June 30, 2019. "Exposure" represents the estimated maximum potential amount of future payments that
could be required to be made under the guarantee. The probability of expected payment/performance under each of these guarantees is remote except for
"WPD guarantee of pension and other obligations of unconsolidated entities," for which PPL has a total recorded liability of $5 million at June 30, 2019 and
$6 million at December 31, 2018. For reporting purposes, on a consolidated basis, all guarantees of PPL Electric, LKE, LG&E and KU also apply to PPL,
and all guarantees of LG&E and KU also apply to LKE.
Exposure at
June 30, 2019

Expiration
Date

PPL
Indemnifications related to the WPD Midlands acquisition

(a)

WPD indemnifications for entities in liquidation and sales of assets

$

WPD guarantee of pension and other obligations of unconsolidated entities

10 (b)

2021

79 (c)

PPL Electric
Guarantee of inventory value

10 (d)

2020

200 (e)

2021

LKE
Indemnification of lease termination and other divestitures

LG&E and KU
LG&E and KU obligation of shortfall related to OVEC

(f)

(a)Indemnifications related to certain liabilities, including a specific unresolved tax issue and those relating to properties and assets owned by the seller that were transferred to WPD Midlands in
connection with the acquisition. A cross indemnity has been received from the seller on the tax issue. The maximum exposure and expiration of these indemnifications cannot be estimated
because the maximum potential liability is not capped and the expiration date is not specified in the transaction documents.
(b)Indemnification to the liquidators and certain others for existing liabilities or expenses or liabilities arising during the liquidation process. The indemnifications are limited to distributions made
from the subsidiary to its parent either prior or subsequent to liquidation or are not explicitly stated in the agreements. The indemnifications generally expire two to seven years subsequent to the
date of dissolution of the entities. The exposure noted only includes those cases where the agreements provide for specific limits.
In connection with their sales of various businesses, WPD and its affiliates have provided the purchasers with indemnifications that are standard for such transactions, including
indemnifications for certain pre-existing liabilities and environmental and tax matters or have agreed to continue their obligations under existing third-party guarantees, either for a set period
of time following the transactions or upon the condition that the purchasers make reasonable efforts to terminate the guarantees. Additionally, WPD and its affiliates remain secondarily
responsible for lease payments under certain leases that they have assigned to third parties.
(c)Relates to certain obligations of discontinued or modified electric associations that were guaranteed at the time of privatization by the participating members. Costs are allocated to the members
and can be reallocated if an existing member becomes insolvent. At June 30, 2019, WPD has recorded an estimated discounted liability for which the expected payment/performance is probable.
Neither the expiration date nor the maximum amount of potential payments for certain obligations is explicitly stated in the related agreements, and as a result, the exposure has been estimated.
(d)A third-party logistics firm provides inventory procurement and fulfillment services. The logistics firm has title to the inventory, however, upon termination of the contracts, PPL Electric has
guaranteed to purchase any remaining inventory that has not been used or sold.
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(e)LKE provides certain indemnifications covering the due and punctual payment, performance and discharge by each party of its respective obligations. The most comprehensive of these
guarantees is the LKE guarantee covering operational, regulatory and environmental commitments and indemnifications made by WKE under a 2009 Transaction Termination Agreement. This
guarantee has a term of 12 years ending July 2021, and a maximum exposure of $200 million, exclusive of certain items such as government fines and penalties that may exceed the maximum.
Additionally, LKE has indemnified various third parties related to historical obligations for other divested subsidiaries and affiliates. The indemnifications vary by entity and the maximum
exposures range from being capped at the sale price to no specified maximum. LKE could be required to perform on these indemnifications in the event of covered losses or liabilities being
claimed by an indemnified party. LKE cannot predict the ultimate outcomes of the various indemnification scenarios, but does not expect such outcomes to result in significant losses above the
amounts recorded.
(f)Pursuant to the OVEC power purchase contract, LG&E and KU are obligated to pay for their share of OVEC's excess debt service, post-retirement and decommissioning costs, as well as any
shortfall from amounts included within a demand charge designed and expected to cover these costs over the term of the contract. LKE's proportionate share of OVEC's outstanding debt was
$112 million at June 30, 2019, consisting of LG&E's share of $77 million and KU's share of $35 million. The maximum exposure and the expiration date of these potential obligations are not
presently determinable. See "Energy Purchase Commitments" in Note 13 in PPL's, LKE's, LG&E's and KU's 2018 Form 10-K for additional information on the OVEC power purchase contract.
In March 2018, a sponsor with a pro-rata share of certain OVEC obligations of 4.85% filed for bankruptcy under Chapter 11 and, in August 2018, received a rejection Order for the OVEC
power purchase contract in the bankruptcy proceeding. OVEC and certain sponsors are appealing this action, in addition to pursuing appropriate rejection claims in the bankruptcy proceeding.
OVEC and certain of its sponsors, including LG&E and KU, are analyzing certain potential additional credit support actions to preserve OVEC's access to credit markets or mitigate risks or
adverse impacts relating thereto, including increased interest costs, establishing or continuing debt reserve accounts or other changes involving OVEC's existing short and long-term debt. The
ultimate outcome of these matters, including the sponsor bankruptcy and related proceedings and any other potential impact on LG&E's and KU's obligations relating to OVEC debt under the
power purchase contract cannot be predicted.

The Registrants provide other miscellaneous guarantees through contracts entered into in the normal course of business. These guarantees are primarily in the
form of indemnification or warranties related to services or equipment and vary in duration. The amounts of these guarantees often are not explicitly stated,
and the overall maximum amount of the obligation under such guarantees cannot be reasonably estimated. Historically, no significant payments have been
made with respect to these types of guarantees and the Registrants believe the probability of payment/performance under these guarantees is remote.
PPL, on behalf of itself and certain of its subsidiaries, maintains insurance that covers liability assumed under contract for bodily injury and property damage.
The coverage provides maximum aggregate coverage of $225 million. This insurance may be applicable to obligations under certain of these contractual
arrangements.
12. Related Party Transactions
Support Costs (PPL Electric, LKE, LG&E and KU)
PPL Services, PPL EU Services and LKS provide PPL, PPL Electric, LKE, their respective subsidiaries, including LG&E and KU, and each other with
administrative, management and support services. For all services companies, the costs of directly assignable and attributable services are charged to the
respective recipients as direct support costs. General costs that cannot be directly assigned or attributed to a specific entity are allocated and charged to the
respective recipients as indirect support costs. PPL Services and PPL EU Services use a three-factor methodology that includes the applicable recipients'
invested capital, operation and maintenance expenses and number of employees to allocate indirect costs. PPL Services may also use a ratio of overall direct
and indirect costs or a weighted average cost ratio. LKS bases its indirect allocations on the subsidiaries' number of employees, total assets, revenues, number
of customers and/or other statistical information. PPL Services, PPL EU Services and LKS charged the following amounts for the periods ended June 30,
including amounts applied to accounts that are further distributed between capital and expense on the books of the recipients, based on methods that are
believed to be reasonable.
Three Months
2019
PPL Electric from PPL Services

$

LKE from PPL Services

Six Months
2018

13

$

2019
15

$

2018
29

$

31

5

7

14

14

PPL Electric from PPL EU Services

37

41

74

76

LG&E from LKS

37

39

75

77

KU from LKS

41

43

84

85

In addition to the charges for services noted above, LKS makes payments on behalf of LG&E and KU for fuel purchases and other costs for products or
services provided by third parties. LG&E and KU also provide services to each other and to LKS. Billings between LG&E and KU relate to labor and
overheads associated with union and hourly employees performing work for the other company, charges related to jointly-owned generating units and other
miscellaneous charges.
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Intercompany Borrowings
(PPL Electric)
PPL Energy Funding maintains a $650 million revolving line of credit with a PPL Electric subsidiary. No balance was outstanding at June 30, 2019 and
December 31, 2018. The interest rates on borrowings are equal to one-month LIBOR plus a spread. Interest income is reflected in "Interest Income from
Affiliate" on the Income Statement.
(LKE)
LKE maintains a $375 million revolving line of credit with a PPL Energy Funding subsidiary whereby LKE can borrow funds on a short-term basis at
market-based rates. The interest rates on borrowings are equal to one-month LIBOR plus a spread. At June 30, 2019 and December 31, 2018, $203 million
and $113 million were outstanding and reflected in "Notes payable with affiliates" on the Balance Sheets. The interest rates on the outstanding borrowings at
June 30, 2019 and December 31, 2018 were 3.93% and 3.85%. Interest expense on the revolving line of credit was not significant for the three and six
months ended June 30, 2019 and 2018.
LKE maintains an agreement with a PPL affiliate that has a $300 million borrowing limit whereby LKE can loan funds on a short-term basis at market-based
rates. No balance was outstanding at June 30, 2019 and December 31, 2018. The interest rate on the loan is based on the PPL affiliate's credit rating and
equal to one-month LIBOR plus a spread.
LKE maintains ten-year notes of $400 million and $250 million with a PPL affiliate with interest rates of 3.5% and 4%. At June 30, 2019 and December 31,
2018, the notes were reflected in "Long-term debt to affiliate" on the Balance Sheets. Interest expense on the $400 million note was $4 million and $7 million
for the three and six months ended June 30, 2019 and $3 million and $7 million for the three and six months ended June 30, 2018. Interest expense on the
$250 million note was $3 million and $5 million for the three and six months ended June 30, 2019 and $2 million for the three and six months ended June 30,
2018.
VEBA Funds Receivable (PPL Electric)
In May 2018, PPL received a favorable private letter ruling from the IRS permitting a transfer of excess funds from the PPL Bargaining Unit Retiree Health
Plan VEBA to a new subaccount within the VEBA, to be used to pay medical claims of active bargaining unit employees. Based on PPL Electric's
participation in PPL’s Other Postretirement Benefit plan, PPL Electric was allocated a portion of the excess funds from PPL Services. These funds have been
recorded as an intercompany receivable on PPL Electric's Balance Sheets. The receivable balance decreases as PPL Electric pays incurred medical claims
and is reimbursed by PPL Services. The intercompany receivable balance associated with these funds was $40 million as of June 30, 2019, of which $10
million was reflected in "Accounts receivable from affiliates" and $30 million was reflected in "Other noncurrent assets" on the PPL Electric Balance Sheet.
The intercompany receivable balance associated with these funds was $45 million as of December 31, 2018, of which $10 million was reflected in "Account
receivable from affiliates" and $35 million was reflected in "Other noncurrent assets" on the PPL Electric Balance Sheet.
Other (PPL Electric, LG&E and KU)
See Note 10 for discussions regarding intercompany allocations associated with defined benefits.
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13. Other Income (Expense) - net
(PPL)
The details of "Other Income (Expense) - net" for the periods ended June 30, were:
Three Months
2019

Six Months
2018

2019

2018

Other Income
Economic foreign currency exchange contracts (Note 15)

$

45

Defined benefit plans - non-service credits (Note 10)

$

164

$

12

$

52

80

66

160

134

Interest income

3

2

9

2

AFUDC - equity component

6

5

11

10

Miscellaneous

3

—

9

1

137

237

201

199

—

1

2

5

Miscellaneous

6

2

16

3

Total Other Expense

6

3

18

8

Total Other Income
Other Expense
Charitable contributions

$

Other Income (Expense) - net

131

$

234

$

183

$

191

14. Fair Value Measurements
(All Registrants)
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date (an exit price). A market approach (generally, data from market transactions), an income approach (generally, present value techniques and
option-pricing models) and/or a cost approach (generally, replacement cost) are used to measure the fair value of an asset or liability, as appropriate. These
valuation approaches incorporate inputs such as observable, independent market data and/or unobservable data that management believes are predicated on
the assumptions market participants would use to price an asset or liability. These inputs may incorporate, as applicable, certain risks such as nonperformance
risk, which includes credit risk. The fair value of a group of financial assets and liabilities is measured on a net basis. See Note 1 in each Registrant's 2018
Form 10-K for information on the levels in the fair value hierarchy.
Recurring Fair Value Measurements
The assets and liabilities measured at fair value were:
June 30, 2019
Total

Level 1

December 31, 2018

Level 2

Level 3

Total

Level 1

Level 2

Level 3

PPL
Assets
Cash and cash equivalents
Restricted cash and cash equivalents (a)

$

406

$

406

$

—

$

—

$

621

$

621

$

—

$

—

22

22

—

—

22

22

—

—

1

1

—

—

59

59

—

—

Commingled debt fund measured at NAV (b)

32

—

—

—

—

—

—

—

Commingled equity fund measured at NAV (b)

28

—

—

—

—

—

—

—

61

1

—

—

59

59

—

—

Special use funds (a):
Money market fund

Total special use funds
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June 30, 2019
Total

Level 1

December 31, 2018

Level 2

Level 3

Total

Level 1

Level 2

Level 3

Price risk management assets (c):
Foreign currency contracts

181

—

181

—

202

—

202

—

Cross-currency swaps

161

—

161

—

135

—

135

—

Total price risk management assets
Total assets

342

—

342

—

337

—

337

—

$

831

$

429

$

342

$

—

$

1,039

$

702

$

337

$

—

$

31

$

—

$

31

$

—

$

20

$

—

$

20

$

—

$

31

$

—

$

31

$

—

$

22

$

—

$

22

$

—

$

20

$

20

$

—

$

—

$

267

$

267

$

—

$

—

Liabilities
Price risk management liabilities (c):
Interest rate swaps
Foreign currency contracts
Total price risk management liabilities

—

—

—

—

2

—

2

—

PPL Electric
Assets
Cash and cash equivalents
Restricted cash and cash equivalents (a)
Total assets

2

2

—

—

2

2

—

—

$

22

$

22

$

—

$

—

$

269

$

269

$

—

$

—

$

32

$

32

$

—

$

—

$

24

$

24

$

—

$

—

$

32

$

32

$

—

$

—

$

24

$

24

$

—

$

—

$

23

$

—

$

23

$

—

$

20

$

—

$

20

$

—

$

23

$

—

$

23

$

—

$

20

$

—

$

20

$

—

$

9

$

9

$

—

$

—

$

10

$

10

$

—

$

—

$

9

$

9

$

—

$

—

$

10

$

10

$

—

$

—

$

23

$

—

$

23

$

—

$

20

$

—

$

20

$

—

$

23

$

—

$

23

$

—

$

20

$

—

$

20

$

—

$

23

$

23

$

—

$

—

$

14

$

14

$

—

$

—

$

23

$

23

$

—

$

—

$

14

$

14

$

—

$

—

LKE
Assets
Cash and cash equivalents
Total assets

Liabilities
Price risk management liabilities:
Interest rate swaps
Total price risk management liabilities

LG&E
Assets
Cash and cash equivalents
Total assets

Liabilities
Price risk management liabilities:
Interest rate swaps
Total price risk management liabilities

KU
Assets
Cash and cash equivalents
Total assets

(a)Current portion is included in "Other current assets" and long-term portion is included in "Other noncurrent assets" on the Balance Sheets.
(b)In accordance with accounting guidance, certain investments that are measured at fair value using net asset value per share (NAV), or its equivalent, have not been classified in the fair value
hierarchy. The fair value amounts presented in the table are intended to permit reconciliation of the fair value hierarchy to the amounts presented in the statement of financial position.
(c)Current portion is included in "Price risk management assets" and "Other current liabilities" and noncurrent portion is included in "Price risk management assets" and "Other deferred credits and
noncurrent liabilities" on the Balance Sheets.
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Special Use Funds
(PPL)
The special use funds are investments restricted for paying active union employee medical costs. In May 2018, PPL received a favorable private letter ruling
from the IRS permitting a transfer of excess funds from the PPL Bargaining Unit Retiree Health Plan VEBA to a new subaccount within the VEBA to be
used to pay medical claims of active bargaining unit employees. In 2019, the funds are invested primarily in commingled debt and equity funds measured at
NAV. In 2018, the funds were invested in money market funds.
Price Risk Management Assets/Liabilities - Interest Rate Swaps/Foreign
Contracts/Cross-Currency--Swaps
- Currency
- - - - -------------(PPL, LKE, LG&E and KU)
To manage interest rate risk, PPL, LKE, LG&E and KU use interest rate contracts such as forward-starting swaps, floating-to-fixed swaps and fixed-tofloating swaps. To manage foreign currency exchange risk, PPL uses foreign currency contracts such as forwards, options and cross-currency swaps that
contain characteristics of both interest rate and foreign currency contracts. An income approach is used to measure the fair value of these contracts, utilizing
readily observable inputs, such as forward interest rates (e.g., LIBOR and government security rates) and forward foreign currency exchange rates (e.g.,
GBP), as well as inputs that may not be observable, such as credit valuation adjustments. In certain cases, market information cannot practicably be obtained
to value credit risk and therefore internal models are relied upon. These models use projected probabilities of default and estimated recovery rates based on
historical observances. When the credit valuation adjustment is significant to the overall valuation, the contracts are classified as Level 3.
Financial Instruments Not Recorded at Fair Value (All Registrants)
The carrying amounts of long-term debt on the Balance Sheets and their estimated fair values are set forth below. Long-term debt is classified as Level 2. The
effect of third-party credit enhancements is not included in the fair value measurement.
June 30, 2019
Carrying
Amount (a)
PPL

$

21,101

December 31, 2018
Carrying
Amount (a)

Fair Value
$

24,980

$

20,599

Fair Value
$

22,939

PPL Electric

3,695

4,212

3,694

3,901

LKE

6,002

6,652

5,502

5,768

LG&E

2,004

2,223

1,809

1,874

KU

2,624

2,940

2,321

2,451

(a)Amounts are net of debt issuance costs.

The carrying amounts of other current financial instruments (except for long-term debt due within one year) approximate their fair values because of their
short-term nature.
15. Derivative Instruments and Hedging Activities
Risk Management Objectives
(All Registrants)
PPL has a risk management policy approved by the Board of Directors to manage market risk associated with commodities, interest rates on debt issuances
and foreign exchange (including price, liquidity and volumetric risk) and credit risk (including non-performance risk and payment default risk). The Risk
Management Committee, comprised of senior management and chaired by the Senior Director-Risk Management, oversees the risk management function.
Key risk control activities designed to ensure compliance with the risk policy and detailed programs include, but are not limited to, credit review and
approval, validation of transactions, verification of risk and transaction limits, value-at-risk analyses (VaR, a statistical model that attempts to estimate the
value of potential loss over a given holding period under normal market conditions at a given confidence level) and the coordination and reporting of the
Enterprise Risk Management program.
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Market Risk
Market risk includes the potential loss that may be incurred as a result of price changes associated with a particular financial or commodity instrument as well
as market liquidity and volumetric risks. Forward contracts, futures contracts, options, swaps and structured transactions are utilized as part of risk
management strategies to minimize unanticipated fluctuations in earnings caused by changes in commodity prices, interest rates and foreign currency
exchange rates. Many of these contracts meet the definition of a derivative. All derivatives are recognized on the Balance Sheets at their fair value, unless
NPNS is elected.
The following summarizes the market risks that affect PPL and its subsidiaries.
Interest Rate Risk
•PPL and its subsidiaries are exposed to interest rate risk associated with forecasted fixed-rate and existing floating-rate debt issuances. PPL and WPD hold
over-the-counter cross currency swaps to limit exposure to market fluctuations on interest and principal payments from changes in foreign currency
exchange rates and interest rates. PPL, LKE and LG&E utilize over-the-counter interest rate swaps to limit exposure to market fluctuations on floating-rate
debt. PPL, WPD, LKE, LG&E and KU utilize forward starting interest rate swaps to hedge changes in benchmark interest rates, when appropriate, in
connection with future debt issuances.
•PPL and its subsidiaries are exposed to interest rate risk associated with debt securities and derivatives held by defined benefit plans. This risk is
significantly mitigated to the extent that the plans are sponsored at, or sponsored on behalf of, the regulated domestic utilities and for certain plans at WPD
due to the recovery methods in place.
Foreign Currency Risk (PPL)
•PPL is exposed to foreign currency exchange risk primarily associated with its investments in and earnings of U.K. affiliates.
(All Registrants)
Commodity Price Risk
PPL is exposed to commodity price risk through its domestic subsidiaries as described below.
•PPL Electric is required to purchase electricity to fulfill its obligation as a PLR. Potential commodity price risk is insignificant and mitigated through its
PUC-approved cost recovery mechanism and full-requirement supply agreements to serve its PLR customers which transfer the risk to energy suppliers.
•LG&E's and KU's rates include certain mechanisms for fuel, fuel-related expenses and energy purchases. In addition, LG&E's rates include a mechanism for
natural gas supply expenses. These mechanisms generally provide for timely recovery of market price fluctuations associated with these expenses.
Volumetric Risk
PPL is exposed to volumetric risk through its subsidiaries as described below.
•WPD is exposed to volumetric risk which is significantly mitigated as a result of the method of regulation in the U.K. Under the RIIO-ED1 price control
regulations, recovery of such exposure occurs on a two year lag. See Note 1 in PPL's 2018 Form 10-K for additional information on revenue recognition
under RIIO-ED1.
•PPL Electric, LG&E and KU are exposed to volumetric risk on retail sales, mainly due to weather and other economic conditions for which there is limited
mitigation between rate cases.
Equity Securities Price Risk
•PPL and its subsidiaries are exposed to equity securities price risk associated with the fair value of the defined benefit plans' assets. This risk is significantly
mitigated at the regulated domestic utilities and for certain plans at WPD due to the recovery methods in place.
•PPL is exposed to equity securities price risk from future stock sales and/or purchases.
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Credit Risk
Credit risk is the potential loss that may be incurred due to a counterparty's non-performance.
PPL is exposed to credit risk from "in-the-money" interest rate and foreign currency derivatives with financial institutions, as well as additional credit risk
through certain of its subsidiaries, as discussed below.
In the event a supplier of PPL Electric, LG&E or KU defaults on its obligation, those Registrants would be required to seek replacement power or
replacement fuel in the market. In general, subject to regulatory review or other processes, appropriate incremental costs incurred by these entities would be
recoverable from customers through applicable rate mechanisms, thereby mitigating the financial risk for these entities.
PPL and its subsidiaries have credit policies in place to manage credit risk, including the use of an established credit approval process, daily monitoring of
counterparty positions and the use of master netting agreements or provisions. These agreements generally include credit mitigation provisions, such as
margin, prepayment or collateral requirements. PPL and its subsidiaries may request additional credit assurance, in certain circumstances, in the event that
the counterparties' credit ratings fall below investment grade, their tangible net worth falls below specified percentages or their exposures exceed an
established credit limit.
Master Netting Arrangements (PPL, LKE, LG&E and KU)
Net derivative positions on the balance sheets are not offset against the right to reclaim cash collateral (a receivable) or the obligation to return cash collateral
(a payable) under master netting arrangements.
PPL had a $32 million obligation to return cash collateral under master netting arrangements at June 30, 2019 and a $40 million obligation to return cash
collateral under master netting arrangements at December 31, 2018.
PPL had no obligation to post cash collateral under master netting arrangements at June 30, 2019 and December 31, 2018.
LKE, LG&E and KU had no obligation to return cash collateral under master netting arrangements at June 30, 2019 and December 31, 2018.
LKE, LG&E and KU had no obligation to post cash collateral under master netting arrangements at June 30, 2019 and December 31, 2018.
See "Offsetting Derivative Instruments" below for a summary of derivative positions presented in the balance sheets where a right of setoff exists under these
arrangements.
Interest Rate Risk
(All Registrants)
PPL and its subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. A variety of financial derivative instruments are
utilized to adjust the mix of fixed and floating interest rates in their debt portfolios, adjust the duration of the debt portfolios and lock in benchmark interest
rates in anticipation of future financing, when appropriate. Risk limits under PPL's risk management program are designed to balance risk exposure to
volatility in interest expense and changes in the fair value of the debt portfolio due to changes in benchmark interest rates. In addition, the interest rate risk of
certain subsidiaries is potentially mitigated as a result of the existing regulatory framework or the timing of rate cases.

Cash Flow Hedges (PPL)
Interest rate risks include exposure to adverse interest rate movements for outstanding variable rate debt and for future anticipated financings. Financial
interest rate swap contracts that qualify as cash flow hedges may be entered into to hedge floating interest rate risk associated with both existing and
anticipated debt issuances. At June 30, 2019, PPL held an aggregate notional value in interest rate swap contracts of £250 million (approximately $316
million based on spot rates) that mature in 2031 to hedge interest payments of WPD East Midland's anticipated September 2019 debt issuance.
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At June 30, 2019, PPL held an aggregate notional value in cross-currency interest rate swap contracts of $702 million that range in maturity from 2021
through 2028 to hedge the interest payments and principal of WPD's U.S. dollar-denominated senior notes.
Cash flow hedges are discontinued if it is no longer probable that the original forecasted transaction will occur by the end of the originally specified time
period and any amounts previously recorded in AOCI are reclassified into earnings once it is determined that the hedged transaction is not probable of
occurring.
For the three and six months ended June 30, 2019 and 2018, PPL had no cash flow hedges reclassified into earnings associated with discontinued cash flow
hedges.
At June 30, 2019, the amount of accumulated net unrecognized after-tax gains (losses) on qualifying derivatives expected to be reclassified into earnings
during the next 12 months is insignificant. Amounts are reclassified as the hedged interest expense is recorded.

Economic Activity (PPL, LKE and LG&E)
LG&E enters into interest rate swap contracts that economically hedge interest payments on variable rate debt. Because realized gains and losses from the
swaps, including terminated swap contracts, are recoverable through regulated rates, any subsequent changes in fair value of these derivatives are included in
regulatory assets or liabilities until they are realized as interest expense. Realized gains and losses are recognized in "Interest Expense" on the Statements of
Income at the time the underlying hedged interest expense is recorded. At June 30, 2019, LG&E held contracts with a notional amount of $147 million that
range in maturity through 2033.
Foreign Currency Risk
(PPL)
PPL is exposed to foreign currency risk, primarily through investments in and earnings of U.K. affiliates. PPL has adopted a foreign currency risk
management program designed to hedge certain foreign currency exposures, including firm commitments, recognized assets or liabilities, anticipated
transactions and net investments. In addition, PPL enters into financial instruments to protect against foreign currency translation risk of expected GBP
earnings.
Net Investment Hedges
PPL enters into foreign currency contracts on behalf of a subsidiary to protect the value of a portion of its net investment in WPD. There were no contracts
outstanding at June 30, 2019.
At June 30, 2019 and December 31, 2018, PPL had $31 million of accumulated net investment hedge after tax gains (losses) that were included in the foreign
currency translation adjustment component of AOCI.
Economic Activity
PPL enters into foreign currency contracts on behalf of a subsidiary to economically hedge GBP-denominated anticipated earnings. At June 30, 2019, the
total exposure hedged by PPL was approximately £1.2 billion (approximately $1.7 billion based on contracted rates). These contracts have termination dates
ranging from July 2019 through December 2020.
Accounting and Reporting
(All Registrants)
All derivative instruments are recorded at fair value on the Balance Sheet as an asset or liability unless NPNS is elected. NPNS contracts include certain fullrequirement purchase contracts and other physical purchase contracts. Changes in the fair value of derivatives not designated as NPNS are recognized in
earnings unless specific hedge accounting criteria are met and designated as such, except for the changes in fair values of LG&E's interest rate swaps that are
recognized as regulatory assets or regulatory liabilities. See Note 7 for amounts recorded in regulatory assets and regulatory liabilities at June 30, 2019 and
December 31, 2018.
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See Note 1 in each Registrant's 2018 Form 10-K for additional information on accounting policies related to derivative instruments.
(PPL)
The following table presents the fair value and location of derivative instruments recorded on the Balance Sheets.
June 30, 2019
Derivatives designated as
hedging instruments
Assets

December 31, 2018

Derivatives not designated
as hedging instruments

Liabilities

Assets

Derivatives designated as
hedging instruments

Liabilities

Assets

Derivatives not designated
as hedging instruments

Liabilities

Assets

Liabilities

Current:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps (b)

$

—

$

8

$

—

$

5

$

—

$

—

$

—

$

4

Cross-currency swaps (b)

6

—

—

—

6

—

—

—

Foreign currency contracts

—

—

127

—

—

—

103

2

Total current

6

8

127

5

6

—

103

6

—

—

—

18

—

—

—

16

Cross-currency swaps (b)

155

—

—

—

129

—

—

—

Foreign currency contracts

—

—

54

—

—

—

99

—

Noncurrent:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps (b)

Total noncurrent

155
$

Total derivatives

—

161

$

54

8

$

181

18
$

23

129
$

135

—
$

—

99
$

202

16
$

22

(a)Current portion is included in "Price risk management assets" and "Other current liabilities" and noncurrent portion is included in "Price risk management assets" and "Other deferred credits and
noncurrent liabilities" on the Balance Sheets.
(b)Excludes accrued interest, if applicable.

The following tables present the pre-tax effect of derivative instruments recognized in income, OCI or regulatory assets and regulatory liabilities for the
period ended June 30, 2019.

Three Months

Derivative
Relationships

Six Months

Derivative Gain
(Loss) Recognized
in
OCI

Location of
Gain (Loss)
Recognized
in Income
on Derivative

Derivative Gain
(Loss) Recognized
in
OCI

Three Months

Six Months

Gain (Loss)
Reclassified
from AOCI
into Income

Gain (Loss)
Reclassified
from AOCI
into
Income

Cash Flow Hedges:
Interest rate swaps

$

Cross-currency swaps
Total

(8)

$

51

(8)

Interest expense

28

Other income (expense) - net

$

43

$

20

$

1

$

1

70

(2)

$

35
$

Net Investment Hedges:
Foreign currency contracts

$

33

(4)
7

$

3
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Derivatives Not Designated as

Location of Gain (Loss) Recognized in

Hedging Instruments

Income on Derivative

Foreign currency contracts

Other income (expense) - net

Interest rate swaps

Interest expense

Three Months
$

45

$

12

(1)
$

Total
Derivatives Not Designated as

Six Months

44

(2)
$

10

Location of Gain (Loss) Recognized as

Hedging Instruments

Regulatory Liabilities/Assets

Interest rate swaps

Three Months
$

Regulatory assets - noncurrent

Six Months

(2)

$

(3)

The following tables present the pre-tax effect of derivative instruments recognized in income, OCI or regulatory assets and regulatory liabilities for the
period ended June 30, 2018.
Three Months

Six Months

Derivative Gain
(Loss) Recognized
in
OCI

Derivative
Relationships

Location of
Gain (Loss)
Recognized
in Income
on Derivative

Derivative Gain
(Loss) Recognized
in
OCI

Three Months

Six Months

Gain (Loss)
Reclassified
from AOCI
into Income

Gain (Loss)
Reclassified
from AOCI
into Income

Cash Flow Hedges:
Interest rate swaps

$

Cross-currency swaps

—

$

23

Total

—

Interest expense

(1)

Other income (expense) - net

$

23

$

(1)

$

12

$

11

$

(2)

$

(4)

24
$

22

12
$

8

Net Investment Hedges:
Foreign currency contracts

Derivatives Not Designated as

Location of Gain (Loss) Recognized in

Hedging Instruments

Income on Derivative

Foreign currency contracts

Other income (expense) - net

Interest rate swaps

Interest expense

Three Months

$

162

$

52

$

49

(3)

Location of Gain (Loss) Recognized as

Hedging Instruments
Interest rate swaps

164
(2)

Total
Derivatives Not Designated as

Six Months

$

Regulatory Liabilities/Assets

Three Months
$

Regulatory assets - noncurrent

Six Months
1

$

5

The following table presents the effect of cash flow hedge activity on the Statement of Income for the period ended June 30, 2019.
Location and Amount of Gain (Loss) Recognized in Income on Hedging
Relationships
Three Months
Other Income
(Expense) - net

Interest Expense
Total income and expense line items presented in the income statement in which the effect of cash flow
hedges are recorded
$

246

Six Months

$

131

Other Income
(Expense) - net

Interest Expense
$

487

$

183

The effects of cash flow hedges:
Gain (Loss) on cash flow hedging relationships:
Interest rate swaps:
Amount of gain (loss) reclassified from AOCI to income

(2)

—

(4)

—

Hedged items

—

(35)

—

(7)

Amount of gain (loss) reclassified from AOCI to income

—

35

—

7

Cross-currency swaps:

(LKE and LG&E)
The following table presents the fair value and the location on the Balance Sheets of derivatives not designated as hedging instruments.
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June 30, 2019
Assets

December 31, 2018

Liabilities

Assets

Liabilities

Current:
Price Risk Management
Assets/Liabilities:
Interest rate swaps

$

Total current

—

$

5

$

—

$

4

—

5

—

4

—

18

—

16

—

18

—

16

Noncurrent:
Price Risk Management
Assets/Liabilities:
Interest rate swaps
Total noncurrent
$

Total derivatives

—

$

23

$

—

$

20

The following tables present the pre-tax effect of derivatives not designated as cash flow hedges that are recognized in income or regulatory assets for the
periods ended June 30, 2019.
Location of Gain (Loss) Recognized in
Derivative Instruments
Interest rate swaps

Income on Derivatives
Interest expense

Three Months
$

Six Months
(1)

$

(2)

$

(2)

Location of Gain (Loss) Recognized in
Derivative Instruments
Interest rate swaps

Regulatory Assets
Regulatory assets - noncurrent

Three Months
$

Six Months
(3)

The following tables present the pre-tax effect of derivatives not designated as cash flow hedges that are recognized in income or regulatory assets for the
periods ended June 30, 2018.
Location of Gain (Loss) Recognized in
Derivative Instruments
Interest rate swaps

Income on Derivatives
Interest expense

Three Months
$

Six Months
(2)

$

(3)

Location of Gain (Loss) Recognized in
Derivative Instruments
Interest rate swaps

Regulatory Assets
Regulatory assets - noncurrent

Three Months
$

Six Months
1

$

5

(PPL, LKE, LG&E and KU)
Offsetting Derivative Instruments
PPL, LKE, LG&E and KU or certain of their subsidiaries have master netting arrangements in place and also enter into agreements pursuant to which they
purchase or sell certain energy and other products. Under the agreements, upon termination of the agreement as a result of a default or other termination
event, the non-defaulting party typically would have a right to set off amounts owed under the agreement against any other obligations arising between the
two parties (whether under the agreement or not), whether matured or contingent and irrespective of the currency, place of payment or place of booking of
the obligation.
PPL, LKE, LG&E and KU have elected not to offset derivative assets and liabilities and not to offset net derivative positions against the right to reclaim cash
collateral pledged (an asset) or the obligation to return cash collateral received (a liability) under derivatives agreements. The table below summarizes the
derivative positions presented in the balance sheets where a right of setoff exists under these arrangements and related cash collateral received or pledged.
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Assets

Liabilities

Eligible for Offset

Eligible for Offset

Cash
Collateral
Received

Derivative
Instruments

Gross

Net

Cash
Collateral
Pledged

Derivative
Instruments

Gross

Net

June 30, 2019
Treasury Derivatives
PPL

$

342

$

—

$

32

$

310

$

31

$

—

$

—

$

31

LKE

—

—

—

—

23

—

—

23

LG&E

—

—

—

—

23

—

—

23

Assets

Liabilities

Eligible for Offset

Eligible for Offset

Cash
Collateral
Received

Derivative
Instruments

Gross

Net

Cash
Collateral
Pledged

Derivative
Instruments

Gross

Net

December 31, 2018
Treasury Derivatives
PPL

$

337

$

2

$

40

$

295

$

22

$

2

$

—

$

20

LKE

—

—

—

—

20

—

—

20

LG&E

—

—

—

—

20

—

—

20

Credit Risk-Related Contingent Features
Certain derivative contracts contain credit risk-related contingent features which, when in a net liability position, would permit the counterparties to require
the transfer of additional collateral upon a decrease in the credit ratings of PPL, LKE, LG&E and KU or certain of their subsidiaries. Most of these features
would require the transfer of additional collateral or permit the counterparty to terminate the contract if the applicable credit rating were to fall below
investment grade. Some of these features also would allow the counterparty to require additional collateral upon each downgrade in credit rating at levels that
remain above investment grade. In either case, if the applicable credit rating were to fall below investment grade, and assuming no assignment to an
investment grade affiliate were allowed, most of these credit contingent features require either immediate payment of the net liability as a termination
payment or immediate and ongoing full collateralization on derivative instruments in net liability positions.
Additionally, certain derivative contracts contain credit risk-related contingent features that require adequate assurance of performance be provided if the
other party has reasonable concerns regarding the performance of PPL's, LKE's, LG&E's and KU's obligations under the contracts. A counterparty
demanding adequate assurance could require a transfer of additional collateral or other security, including letters of credit, cash and guarantees from a
creditworthy entity. This would typically involve negotiations among the parties. However, amounts disclosed below represent assumed immediate payment
or immediate and ongoing full collateralization for derivative instruments in net liability positions with "adequate assurance" features.
(PPL, LKE and LG&E)
At June 30, 2019, derivative contracts in a net liability position that contain credit risk-related contingent features, collateral posted on those positions and the
related effect of a decrease in credit ratings below investment grade are summarized as follows:
PPL
Aggregate fair value of derivative instruments in a net liability position with credit risk-related contingent features $
Aggregate fair value of collateral posted on these derivative instruments
Aggregate fair value of additional collateral requirements in the event of a credit downgrade below investment
grade (a)
(a)Includes the effect of net receivables and payables already recorded on the Balance Sheet.
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LKE
5

$

LG&E
5

$

5

—

—

—

5

5

5

Table of Contents

16. Asset Retirement Obligations
(PPL, LKE, LG&E and KU)
PPL's, LKE's, LG&E's and KU's ARO liabilities are primarily related to CCR closure costs. See Note 11 for information on the CCR rule. LG&E also has
AROs related to natural gas mains and wells. LG&E's and KU's transmission and distribution lines largely operate under perpetual property easement
agreements, which do not generally require restoration upon removal of the property. Therefore, no material AROs are recorded for transmission and
distribution assets. For LKE, LG&E and KU, all ARO accretion and depreciation expenses are reclassified as a regulatory asset. ARO regulatory assets
associated with certain CCR projects are amortized to expense in accordance with regulatory approvals. For other AROs, at the time of retirement, the related
ARO regulatory asset is offset against the associated cost of removal regulatory liability, PP&E and ARO liability.
The changes in the carrying amounts of AROs were as follows.
PPL
Balance at December 31, 2018

LKE

$

347

Accretion

$

LG&E
296

$

KU
103

$

193

8

7

2

5

Effect of foreign exchange rates

(1)

—

—

—

Changes in estimated timing or cost

(6)

(3)

(4)

1

Obligations settled

(45)
$

Balance at June 30, 2019

303

(45)
$

255

(12)
$

89

(33)
$

166

17. Accumulated Other Comprehensive Income (Loss)
(PPL)
The after-tax changes in AOCI by component for the periods ended June 30 were as follows.
Foreign
currency
translation
adjustments

Defined benefit plans

Unrealized gains
(losses)
on qualifying
derivatives

Prior
service
costs

Actuarial
gain
(loss)

Total

PPL
March 31, 2019

$

Amounts arising during the period
Reclassifications from AOCI
Net OCI during the period

(1,239)

$

(2)

$

(19)

$

(2,387)

(377)

35

—

(2)

—

(27)

1

21

(377)

8

1

$

(3,647)
(344)
(5)

19

(349)

June 30, 2019

$

(1,616)

$

6

$

(18)

$

(2,368)

$

(3,996)

December 31, 2018

$

(1,533)

$

(7)

$

(19)

$

(2,405)

$

(3,964)

Amounts arising during the period
Reclassifications from AOCI
Net OCI during the period

(83)

16

—

(5)

(72)

—

(3)

1

42

40

(83)

13

1

37

(32)

June 30, 2019

$

(1,616)

$

6

$

(18)

$

(2,368)

$

(3,996)

March 31, 2018

$

(973)

$

(21)

$

(7)

$

(2,278)

$

(3,279)

Amounts arising during the period
Reclassifications from AOCI
Net OCI during the period

(250)

19

(1)

—

(232)

—

(19)

1

34

16

(250)

—

—

34

(216)

June 30, 2018

$

(1,223)

$

(21)

$

(7)

$

(2,244)

$

(3,495)

December 31, 2017

$

(1,089)

$

(13)

$

(7)

$

(2,313)

$

(3,422)

Amounts arising during the period
Reclassifications from AOCI
Net OCI during the period
June 30, 2018

(134)

(1)

(1)

(1)

(137)

—

(7)

1

70

64

(134)
$

(1,223)

(8)
$

(21)

—
$

(7)

69
$

(2,244)

(73)
$

(3,495)
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The following table presents PPL's gains (losses) and related income taxes for reclassifications from AOCI for the periods ended June 30.
Three Months
Details about AOCI

2019

Six Months
2018

2019

Affected Line Item on the
2018

Statements of Income

Qualifying derivatives
Interest rate swaps

$

Cross-currency swaps

(2)

$

(2)

$

(4)

$

(4)

Interest Expense
Other Income (Expense) - net

35

24

7

12

Total Pre-tax

33

22

3

8

Income Taxes

(6)

(3)

—

(1)

Total After-tax

27

19

3

7

Prior service costs (a)

(1)

(1)

(1)

(1)

Net actuarial loss (a)

(27)

(43)

(53)

(88)

Total Pre-tax

(28)

(44)

(54)

(89)

Income Taxes

6

9

11

18

Total After-tax

(22)

(35)

(43)

(71)

Defined benefit plans

Total reclassifications during the period

$

5

$

(16)

$

(40)

$

(64)

(a)These AOCI components are included in the computation of net periodic defined benefit cost. See Note 10 for additional information.

18. New Accounting Guidance Pending Adoption
(All Registrants)

Accounting for Financial Instrument Credit Losses
In June 2016, the FASB issued accounting guidance that requires the use of a current expected credit loss (CECL) model for the measurement of credit losses
on financial instruments within the scope of this guidance, which includes accounts receivable. The CECL model requires an entity to measure credit losses
using historical information, current information and reasonable and supportable forecasts of future events, rather than the incurred loss impairment model
required under current GAAP.
For public business entities, this guidance will be applied using a modified retrospective approach and is effective for fiscal years beginning after December
15, 2019, and interim periods within those years. The Registrants are currently assessing the impact of adopting this guidance and will adopt this standard on
January 1, 2020 with a modified retrospective approach through a cumulative-effect adjustment to retained earnings at the date of adoption. Key
implementation activities in process include finalizing the population of financial instruments within the scope of this guidance and identifying potential
differences between the Registrants’ current credit loss models and the requirements of this guidance.
Accounting for Implementation Costs in a Cloud Computing Service Arrangement
In August 2018, the FASB issued accounting guidance that requires a customer in a cloud computing hosting arrangement that is a service contract to
capitalize implementation costs consistent with internal-use software guidance for non-service arrangements. Prior guidance had not addressed these
implementation costs. The guidance requires these capitalized implementation costs to be amortized over the term of the hosting arrangement to the
statement of income line item where the service arrangement costs are recorded. The guidance also prescribes the financial statement classification of the
capitalized implementation costs and cash flows associated with the arrangement. Additional quantitative and qualitative disclosures are also required.
For public business entities, this guidance is effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2019. This
standard must be applied either retrospectively or prospectively to all implementation costs incurred after the date of adoption.
The Registrants are currently assessing the impact of adopting this guidance and will adopt this standard prospectively as of the beginning of the period
adopted, which will be January 1, 2020. Key implementation activities in process of being completed
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include assessing the population of cloud computing hosting arrangements in the scope of this guidance and identifying and evaluating industry issues.
(PPL, LKE, LG&E and KU)

Simplifying the Test for Goodwill Impairment
In January 2017, the FASB issued accounting guidance that simplifies the test for goodwill impairment by eliminating the second step of the quantitative test.
The second step of the quantitative test requires a calculation of the implied fair value of goodwill, which is determined in the same manner as the amount of
goodwill in a business combination. Under this new guidance, an entity will now compare the estimated fair value of a reporting unit with its carrying value
and recognize an impairment charge for the amount the carrying amount exceeds the fair value of the reporting unit.
For public business entities, this guidance will be applied prospectively and is effective for annual or any interim goodwill impairment tests for fiscal years
beginning after December 15, 2019. The Registrants will adopt this guidance on January 1, 2020. The Registrants are currently assessing the impact of
adopting this guidance.
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Item 2. Combined Management's Discussion and Analysis of Financial Condition and
Results of Operations
(All Registrants)
This "Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" is separately filed by PPL, PPL Electric,
LKE, LG&E and KU. Information contained herein relating to any individual Registrant is filed by such Registrant solely on its own behalf, and no
Registrant makes any representation as to information relating to any other Registrant. The specific Registrant to which disclosures are applicable is
identified in parenthetical headings in italics above the applicable disclosure or within the applicable disclosure for each Registrant's related activities and
disclosures. Within combined disclosures, amounts are disclosed for individual Registrants when significant.
The following should be read in conjunction with the Registrants' Condensed Consolidated Financial Statements and the accompanying Notes and with the
Registrants' 2018 Form 10-K. Capitalized terms and abbreviations are defined in the glossary. Dollars are in millions, except per share data, unless otherwise
noted.
"Management's Discussion and Analysis of Financial Condition and Results of Operations" includes the following information:
•

"Overview" provides a description of each Registrant's business strategy and a discussion of important financial and operational developments.

•

"Results of Operations" for all Registrants includes a "Statement of Income Analysis" which discusses significant changes in principal line items
on the Statements of Income, comparing the three and six months ended June 30, 2019 with the same periods in 2018. For PPL, "Results of
Operations" also includes "Segment Earnings" and "Adjusted Gross Margins" which provide a detailed analysis of earnings by reportable
segment. These discussions include non-GAAP financial measures, including "Earnings from Ongoing Operations" and "Adjusted Gross
Margins" and provide explanations of the non-GAAP financial measures and a reconciliation of the non-GAAP financial measures to the most
comparable GAAP measure. For PPL Electric, LKE, LG&E and KU, a summary of earnings and adjusted gross margins is also provided.

•

"Financial Condition - Liquidity and Capital Resources" provides an analysis of the Registrants' liquidity positions and credit profiles. This
section also includes a discussion of rating agency actions.

•

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

Introduction
(PPL)
PPL, headquartered in Allentown, Pennsylvania, is a utility holding company. PPL, through its regulated utility subsidiaries, delivers electricity to customers
in the U.K., Pennsylvania, Kentucky and Virginia; delivers natural gas to customers in Kentucky; and generates electricity from power plants in Kentucky.
PPL's principal subsidiaries are shown below (* denotes a Registrant).
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PPL Corporation*

PPL Capital Funding
Provides financing for the
operations of PPL and certain
subsidiaries

I

I

PPL Global

PPL Electric*

LKE*

Engages in the regulated
distribution of electricity in the U.K.

Engages in the regulated
transmission and distribution of
electricity in Pennsylvania

I

I

LG&E*

KU*

Engages in the regulated generation,
transmission, distribution and sale of
electricity and regulated distribution
and sale of natural gas in
Kentucky

U.K.
Regulated Segment

Engages in the regulated
generation, transmission,
distribution and sale of electricity,
primarily in Kentucky

Kentucky
Regulated Segment

Pennsylvania
Regulated Segment

PPL's reportable segments' results primarily represent the results of PPL Global, LKE and PPL Electric, except that the reportable segments are also allocated
certain corporate level financing and other costs that are not included in the results of PPL Global, LKE and PPL Electric. PPL Global is not a Registrant.
Unaudited annual consolidated financial statements for the U.K. Regulated segment are furnished on a Form 8-K with the SEC.
In addition to PPL, the other Registrants included in this filing are as follows.
(PPL Electric)
PPL Electric, headquartered in Allentown, Pennsylvania, is a wholly owned subsidiary of PPL and a regulated public utility that is an electricity transmission
and distribution service provider in eastern and central Pennsylvania. PPL Electric is subject to regulation as a public utility by the PUC, and certain of its
transmission activities are subject to the jurisdiction of the FERC under the Federal Power Act. PPL Electric delivers electricity in its Pennsylvania service
area and provides electricity supply to retail customers in that area as a PLR under the Customer Choice Act.
(LKE)
LKE, headquartered in Louisville, Kentucky, is a wholly owned subsidiary of PPL and a holding company that owns regulated utility operations through its
subsidiaries, LG&E and KU, which constitute substantially all of LKE's assets. LG&E and KU are engaged in the generation, transmission, distribution and
sale of electricity. LG&E also engages in the distribution and sale of natural gas. LG&E and KU maintain separate corporate identities and serve customers in
Kentucky under their respective names. KU also serves customers in Virginia under the Old Dominion Power name.
(LG&E)
LG&E, headquartered in Louisville, Kentucky, is a wholly owned subsidiary of LKE and a regulated utility engaged in the generation, transmission,
distribution and sale of electricity and distribution and sale of natural gas in Kentucky. LG&E is subject to regulation as a public utility by the KPSC, and
certain of its transmission activities are subject to the jurisdiction of the FERC under the Federal Power Act.
(KU)
KU, headquartered in Lexington, Kentucky, is a wholly owned subsidiary of LKE and a regulated utility engaged in the generation, transmission, distribution
and sale of electricity in Kentucky and Virginia. KU is subject to regulation as a public
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utility by the KPSC, the VSCC and certain of its transmission and wholesale power activities are subject to the jurisdiction of the FERC under the Federal
Power Act. KU serves its Kentucky customers under the KU name and its Virginia customers under the Old Dominion Power name.
Business Strategy
(All Registrants)
PPL operates seven fully regulated, high-performing utilities. These utilities are located in the U.K., Pennsylvania and Kentucky, in constructive regulatory
jurisdictions with distinct regulatory structures and customer classes. PPL believes this business portfolio positions the company well for continued success
and provides earnings and dividend growth potential.
PPL's strategy, and that of the other Registrants, is to deliver best-in-sector operational performance, invest in a sustainable energy future, maintain a strong
financial foundation, and engage and develop its people. PPL's business plan is designed to achieve growth by providing efficient, reliable and safe
operations and strong customer service, maintaining constructive regulatory relationships and achieving timely recovery of costs. These businesses are
expected to achieve strong, long-term growth in rate base in the U.S. and RAV in the U.K. Rate base growth is being driven by planned significant capital
expenditures to maintain existing assets and improve system reliability and, for LKE, LG&E and KU, to comply with federal and state environmental
regulations related to coal-fired electricity generation facilities.
For the U.S. businesses, central to PPL's strategy is recovering capital project costs efficiently through various rate-making mechanisms, including periodic
base rate case proceedings using forward test years, annual FERC formula rate mechanisms and other regulatory agency-approved recovery mechanisms
designed to limit regulatory lag. In Kentucky, the KPSC has adopted a series of regulatory mechanisms (ECR, DSM, GLT, fuel adjustment clause, and gas
supply clause) and recovery on construction work-in-progress that reduce regulatory lag and provide timely recovery of and return on, as appropriate,
prudently incurred costs. In addition, the KPSC requires a utility to obtain a CPCN prior to constructing a facility, unless the construction is an ordinary
extension of existing facilities in the usual course of business or does not involve sufficient capital expenditures to materially affect the utility's financial
condition. Although such KPSC proceedings do not directly address cost recovery issues, the KPSC, in awarding a CPCN, concludes that the public
convenience and necessity require the construction of the facility on the basis that the facility is the lowest reasonable cost alternative to address the need. In
Pennsylvania, the FERC transmission formula rate, DSIC mechanism, Smart Meter Rider and other recovery mechanisms are in place to reduce regulatory
lag and provide for timely recovery of and a return on, as appropriate, prudently incurred costs.
To manage financing costs and access to credit markets, and to fund capital expenditures, a key objective of the Registrants is to maintain their investment
grade credit ratings and adequate liquidity positions. In addition, the Registrants have financial and operational risk management programs that, among other
things, are designed to monitor and manage exposure to earnings and cash flow volatility, as applicable, related to changes in interest rates, foreign currency
exchange rates and counterparty credit quality. To manage these risks, PPL generally uses contracts such as forwards, options and swaps. See "Financial
Condition - Risk Management" below for further information.
Earnings generated by PPL's U.K. subsidiaries are subject to foreign currency translation risk. Because WPD's earnings represent such a significant portion
of PPL's consolidated earnings, PPL enters into foreign currency contracts to economically hedge the value of the GBP versus the U.S. dollar. These hedges
do not receive hedge accounting treatment under GAAP. See "Financial and Operational Developments - U.K. Membership in European Union" for
additional discussion of the U.K. earnings hedging activity.
The U.K. subsidiaries also have currency exposure to the U.S. dollar to the extent of their U.S. dollar denominated debt. To manage these risks, PPL
generally uses contracts such as forwards, options and cross-currency swaps that contain characteristics of both interest rate and foreign currency exchange
contracts.
As discussed above, a key component of this strategy is to maintain constructive relationships with regulators in all jurisdictions in which the Registrants
operate (U.K., U.S. federal and state). This is supported by a strong culture of integrity and delivering on commitments to customers, regulators and
shareowners, and a commitment to continue to improve customer service, reliability and operational efficiency.
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Financial and Operational Developments
U.S. Tax Reform (All Registrants)

The IRS issued proposed regulations for certain provisions of the TCJA in 2018, including interest deductibility and Global Intangible LowTaxed Income (GILTI). In June 2019, the IRS issued both final and new proposed regulations relating to GILTI. PPL has determined that
neither these final nor proposed regulations materially change PPL's current interpretation of the statutory impact of these rules on the
company. Proposed regulations relating to the limitation on the deductibility of interest expense were issued in November 2018 and such
regulations provide detailed rules implementing the broader statutory provisions. These proposed regulations should not apply to the
Registrants until the year in which the regulations are issued in final form, which is expected to be in the fourth quarter of 2019. It is uncertain
what form the final regulations will take and, therefore, the Registrants cannot predict what impact the final regulations will have on the tax
deductibility of interest expense. However, if the proposed regulations were issued as final in their current form, the Registrants could have a
limitation on a portion of their interest expense deduction for tax purposes and such limitation could be significant. PPL expressed its views on
these proposed regulations in a comment letter addressed to the IRS on February 26, 2019.
U.K. Membership in European Union (PPL)
Following a voter referendum in June 2016, the U.K. triggered Article 50 of the Lisbon Treaty to formally begin the process of leaving the European Union
(EU), popularly referred to as Brexit. In November 2018, then U.K. Prime Minister Theresa May and the EU decided on a withdrawal agreement and a
political declaration laying out the terms of the U.K.’s departure on March 29, 2019, and a transition period until December 2020. Any final withdrawal
agreement and future trade relationship must be ratified by both the U.K. and EU parliaments.
The U.K. Parliament rejected the negotiated withdrawal agreement on three separate occasions. Following a series of Parliamentary indicative votes that
failed to produce a clear majority for an alternative to the negotiated withdrawal agreement, on April 10, 2019, the U.K. requested to extend the Article 50
process until June 30, 2019. The EU approved a longer than requested extension until October 31, 2019. The U.K. can leave the EU earlier if a withdrawal
agreement is ratified before the new deadline.
May announced her resignation as prime minister and leader of the Conservative Party on May 24, 2019, triggering a Conservative Party leadership contest
for her replacement. May formally resigned on July 24, 2019, and was replaced by Boris Johnson, a former U.K. Foreign Secretary. While Johnson stated
during his campaign that he is willing to leave the EU without an agreement, a majority in Parliament voted earlier this year to reject a no-deal outcome and
could attempt to stop Johnson from taking the U.K. out of the EU without an agreement.
Significant uncertainty surrounds the status of negotiations and next steps in the Brexit process, particularly as the EU has elected a new president of the EU
Commission and key personnel changes have occurred within the current Brexit negotiating team. If an agreement is not reached and ratified by October 31,
2019, the default position is that the U.K. will exit from the EU without a withdrawal agreement. The U.K. may also request a further extension of the Article
50 process, subject to approval from all of the EU’s 27 remaining members. The U.K. could also choose to revoke Article 50 and remain a member of the
EU.
PPL believes that its greatest risk related to Brexit is the potential decline in the value of the GBP compared to the U.S. dollar, particularly if the U.K. leaves
the EU without a withdrawal agreement. A decline in the value of the GBP compared to the U.S. dollar will reduce the value of WPD's earnings to PPL.
PPL has executed hedges to mitigate the foreign exchange risk to its U.K. earnings. As of July 31, 2019, PPL's foreign exchange exposure related to
budgeted earnings is 100% hedged for the remainder of 2019 at an average rate of $1.41 per GBP and 63% hedged for 2020 at an average rate of $1.46 per
GBP.
PPL cannot predict the impact, in either the short-term or long-term, on foreign exchange rates or PPL's financial condition that may be experienced as a
result of the actions taken by the U.K. government to withdraw from the EU, although such impacts could be material.
PPL does not expect the financial condition and results of operations of WPD itself to change significantly as a result of Brexit, with or without an approved
plan of withdrawal. The regulatory environment and operation of WPD's businesses are not expected to change. RIIO-ED1, the current price control, with
allowed revenues agreed with Ofgem runs through March 2023.
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The impact of a slower economy or recession on WPD would be mitigated in part because U.K. regulation provides that any reduction in the volume of
electricity delivered will be recovered in allowed revenues in future periods through the K-factor adjustment. See "Item 1. Business - Segment Information U.K. Regulated Segment" in PPL's 2018 Form 10-K for additional information on the current price control and K-factor adjustment. In addition, an increase
in inflation would have a positive effect on revenues and RAV as annual inflation adjustments are applied to both revenues and RAV (and real returns are
earned on inflated RAV). This impact, however, would be partially offset by higher operation and maintenance and interest expense on index-linked debt.
With respect to access to financing, WPD has substantial borrowing capacity under existing credit facilities and expects to continue to have access to all
major financial markets. With respect to access to and cost of equipment and other materials, WPD management continues to review U.K. government issued
advice on preparations for Brexit without an approved plan of withdrawal and has taken actions to mitigate potential increasing costs and disruption to its
critical sources of supply. Additionally, less than 1% of WPD's employees are non-U.K. EU nationals and no change in their domicile is expected.
Regulatory Requirements
(All Registrants)
The Registrants cannot predict the impact that future regulatory requirements may have on their financial condition or results of operations.
(PPL, LKE, LG&E and KU)
The businesses of LKE, LG&E and KU are subject to extensive federal, state and local environmental laws, rules and regulations, including those pertaining
to CCRs, GHG, and ELGs. See Notes 7, 11 and 16 to the Financial Statements for a discussion of these significant environmental matters. These and other
stringent environmental requirements led PPL, LKE, LG&E and KU to retire approximately 1,000 MW of coal-fired generating plants in Kentucky since
2015.
TCJA Impact on FERC Rates (All Registrants)
In November 2018, the FERC issued a Policy Statement stating that the appropriate ratemaking treatment for changes in accumulated deferred income taxes
as a result of the TCJA would be addressed in a Notice of Proposed Rulemaking. Also in November 2018, the FERC issued the Notice of Proposed
Rulemaking, which proposed that public utility transmission providers include mechanisms in their formula rates to deduct excess accumulated deferred
income taxes from, or add deficient accumulated deferred income taxes to, rate base and adjust their income tax allowances by amortized excess or deficient
accumulated deferred income taxes. The Notice of Proposed Rulemaking did not prescribe the mechanism companies should use to adjust their formula rates.
LG&E and KU are currently assessing the Notice of Proposed Rulemaking and are continuing to monitor guidance issued by the FERC. On February 5,
2019, in connection with a separate element of federal and Kentucky state tax reform effects, LG&E and KU filed a request with the FERC to amend their
transmission formula rates to incorporate reductions to corporate income tax rates as a result of the TCJA and HB 487. The FERC approved this request
effective June 1, 2019. LG&E and KU do not anticipate the impact of the TCJA and HB 487 related to their FERC-jurisdictional rates to be significant.
On February 28, 2019, PPL Electric filed with the FERC proposed revisions to its transmission formula rate template pursuant to Section 205 of the Federal
Power Act and Section 35.13 of the Rules and Regulation of the FERC. Specifically, PPL Electric proposed to modify its formula rate to permit the return or
recovery of excess or deficient accumulated deferred income taxes (ADIT) resulting from the TCJA and permit PPL Electric to prospectively account for the
income tax expense associated with the depreciation of the equity component of the AFUDC. On April 29, 2019, the FERC accepted the proposed revisions
to the formula rate template, which were effective June 1, 2019, as well as the proposed adjustments to ADIT, effective January 1, 2018.
Pennsylvania Alternative Ratemaking (PPL and PPL Electric)
In June 2018, Governor Tom Wolf signed into law Act 58 of 2018 (codified at 66 Pa. C.S. § 1330) authorizing public utilities to implement alternative rates
and rate mechanisms in base rate proceedings before the PUC. The effective date of Act 58 was August 27, 2018. Under the new law, a public utility may file
an application to establish alternative rates and rate mechanisms in a base rate proceeding. These alternative rates and rate mechanisms include, but are not
limited to, decoupling mechanisms, performance-based rates, formula rates, multi-year rate plans, or a combination of those or other mechanisms.
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On April 25, 2019, the PUC issued an Implementation Order adopting its interpretation and implementation of Act 58 and establishing the procedures
through which utilities may seek PUC approval of alternative rates and rate mechanisms.
RIIO-ED2 Review (PPL)
In 2018, Ofgem published its decision on the overall RIIO-2 framework, which covers all U.K. gas and electricity transmission and distribution price
controls, following its consultation process earlier in the year. See “Item 7. Combined Management's Discussion and Analysis of Financial Condition and
Results of Operations - Overview - Financial and Operational Developments - Regulatory Requirements - RIIO-2 Framework Review,” in PPL's 2018 Form
10-K for details about the decision document. Management expects significant electricity distribution network investment will be required in RIIO-ED2 to
achieve the U.K.’s carbon reduction targets and that Ofgem will need to design a framework that sufficiently incentivizes delivery of those objectives.
On August 6, 2019, Ofgem published its open letter consultation officially commencing the RIIO-ED2 process. WPD and PPL have been fully engaged in
the RIIO-2 process and will be responding to this consultation. At this stage, PPL cannot predict the outcome of this process or the long-term impact the final
RIIO-ED2 framework will have on its financial condition or results of operations. Any decision for RIIO-ED2 will not be finalized until November 2022.
The RIIO-ED2 price control will come into effect on April 1, 2023.
FERC Transmission Rate Filing
(PPL, LKE, LG&E and KU)
In August 2018, LG&E and KU submitted an application to the FERC requesting elimination of certain on-going credits to a sub-set of transmission
customers relating to the 1998 merger of LG&E’s and KU's parent entities and the 2006 withdrawal of LG&E and KU from the Midcontinent Independent
System Operator, Inc. (MISO), a regional transmission operator and energy market. The application sought termination of LG&E's and KU's commitment to
provide mitigation for certain horizontal market power concerns arising out of the 1998 merger for certain transmission service between MISO and LG&E
and KU. The affected transmission customers are a limited number of municipal entities in Kentucky. The amounts at issue are generally waivers or credits
granted to such customers for either LG&E and KU or MISO transmission charges incurred depending upon the direction of certain transmission service
incurred by the municipalities. Due to the development of robust, accessible energy markets over time, LG&E and KU believe the mitigation commitments
are no longer relevant or appropriate. On March 21, 2019, the FERC issued an Order granting LG&E's and KU's request to remove the on-going credits,
conditioned upon the implementation by LG&E and KU of a transition mechanism for certain existing power supply arrangements, which transition
mechanism will be subject to FERC review and approval. On July 12, 2019, LG&E and KU submitted their proposed transition mechanism to the FERC for
review and approval. LG&E and KU currently receive recovery of waivers and credits provided through other rate mechanisms.
(PPL and PPL Electric)
In April 2019, PPL Electric filed its annual transmission formula rate update with the FERC, reflecting a revised revenue requirement, which includes the
impact of the TCJA. The filing established the revenue requirement used to set rates that took effect in June 2019.
Rate Case Proceedings
(PPL, LKE, LG&E and KU)
On September 28, 2018, LG&E and KU filed requests with the KPSC for an increase in annual base electricity rates of approximately $112 million at KU
and increases in annual base electricity and gas rates of approximately $35 million and $25 million at LG&E. LG&E’s and KU’s applications also sought to
include changes associated with the TCJA and state tax reform in the calculation of the proposed base rates and to terminate the TCJA bill credit mechanism
when new base rates go into effect. The elimination of the TCJA bill credit mechanism will result in an estimated annual electricity revenue increase of
approximately $58 million at KU and increases in electricity and gas revenues of approximately $40 million and $12 million at LG&E. The applications were
based on a forecasted test year of May 1, 2019 through April 30, 2020 with a requested return-on-equity of 10.42%.
On March 1, 2019, LG&E and KU, along with substantially all intervening parties to the proceeding, filed stipulation and
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recommendation agreements (stipulations) with the KPSC resolving all material issues with the parties. In addition to terminating the TCJA bill credit
mechanism, the proposed stipulations provided for increases in annual revenue requirements associated with base electricity rates of approximately $58
million at KU and increases in annual base electricity and gas rates of approximately $4 million and $20 million at LG&E, based on a return-on-equity of
9.725%.
On April 30, 2019, the KPSC issued orders ruling on open issues and approving the proposed stipulations filed in March 2019. The orders provide for
increases in annual revenue requirements associated with base electricity rates of $56 million at KU and increases associated with base electricity and gas
rates of $2 million and $19 million at LG&E. With the termination of the TCJA bill credit mechanism, this represents annual revenue increases of $187
million ($114 million at KU and $73 million at LG&E). The new base rates and all elements of the orders became effective on May 1, 2019.
(KU)
On July 12, 2019, KU filed a request with the VSCC for an increase annual Virginia base electricity rates of approximately $13 million, representing an
increase of 18.2%. KU's request is based on an authorized 10.5% return on equity. Subject to regulatory review and approval, new rates would become
effective April 12, 2020.
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Results of Operations
(PPL)
The "Statement of Income Analysis" discussion below describes significant changes in principal line items on PPL's Statements of Income, comparing the
three and six months ended June 30, 2019 with the same periods in 2018. The "Segment Earnings" and "Adjusted Gross Margins" discussions for PPL
provide a review of results by reportable segment. These discussions include non-GAAP financial measures, including "Earnings from Ongoing Operations"
and "Adjusted Gross Margins," and provide explanations of the non-GAAP financial measures and a reconciliation of those measures to the most comparable
GAAP measure.
Tables analyzing changes in amounts between periods within "Statement of Income Analysis," "Segment Earnings" and "Adjusted Gross Margins" are
presented on a constant GBP to U.S. dollar exchange rate basis, where applicable, in order to isolate the impact of the change in the exchange rate on the item
being explained. Results computed on a constant GBP to U.S. dollar exchange rate basis are calculated by translating current year results at the prior year
weighted-average GBP to U.S. dollar exchange rate.
(PPL Electric, LKE, LG&E and KU)
A "Statement of Income Analysis, Earnings and Adjusted Gross Margins" is presented separately for PPL Electric, LKE, LG&E and KU. The "Statement of
Income Analysis" discussion below describes significant changes in principal line items on the Statements of Income, comparing the three and six months
ended June 30, 2019 with the same periods in 2018. The "Earnings" discussion provides a summary of earnings. The "Adjusted Gross Margins" discussion
includes a reconciliation of non-GAAP financial measures to "Operating Income."
(All Registrants)
The results for interim periods can be disproportionately influenced by numerous factors and developments and by seasonal variations. As such, the results of
operations for interim periods do not necessarily indicate results or trends for the year or future periods.

PPL: Statement of Income Analysis, Segment Earnings and Adjusted Gross Margins
Statement of Income Analysis
Net income for the periods ended June 30 includes the following results.
Three Months
2019
Operating Revenues

$

Six Months

2018
1,803

$

$ Change
1,848

$

2019
(45)

$

2018
3,882

$

$ Change
3,974

$

(92)

Operating Expenses
Operation
Fuel

168

189

(21)

362

403

(41)

Energy purchases

138

148

(10)

388

389

(1)

Other operation and maintenance

482

506

(24)

972

974

(2)

300

273

27

584

542

42

Taxes, other than income

75

74

1

155

157

(2)

Depreciation

Total Operating Expenses

1,163

1,190

(27)

2,461

2,465

(4)

Other Income (Expense) - net

131

234

(103)

183

191

(8)

Interest Expense

246

235

11

487

474

13

84

142

(58)

210

259

(49)

Income Taxes
Net Income

$

441

$

515

84

$

(74)

$

907

$

967

$

(60)
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Operating Revenues
The increase (decrease) in operating revenues for the periods ended June 30, 2019 compared with 2018 was due to:
Three Months

Six Months

Domestic:
PPL Electric Distribution price (a)

$

(7)

$

2

PPL Electric Distribution volume

(6)

PPL Electric PLR (b)

(5)

5

5

12

PPL Electric Transmission Formula Rate (c)

(4)

PPL Electric TCJA refund (d)

17

(7)

LKE Retail Rates (e)

35

35

LKE ECR

15

19

LKE Fuel and other energy prices
LKE Volumes (f)
LKE Demand revenue (g)

1

(9)

(52)

(82)

(9)

(8)

4

20

Total Domestic

(2)

(17)

Price

26

51

Volume

(29)

(43)

Foreign currency exchange rates

(34)

(74)

Other

U.K.:

Other
Total U.K.
$

Total

(6)

(9)

(43)

(75)

(45)

$

(92)

(a)Distribution price variances were primarily due to reconcilable cost recovery mechanisms approved by the PUC.
(b)The decrease for the three months ended June 30, 2019 was primarily due to lower transmission enhancement expenses. The increase for the six months ended June 30, 2019 was primarily due
to higher energy volumes partially offset by lower transmission enhancement expenses.
(c)The Transmission Formula Rate revenues include $11 million and $27 million for the three and six months ended June 30, 2019, related to the unfavorable impact of the TCJA which reduced the
new revenue requirement that went into effect June 1, 2018.
(d)Represents the estimated income tax savings owed to or already returned to distribution customers related to the reduced U.S. federal corporate income taxes as a result of the TCJA. The TCJA
customer refund for the period January through June 2018 was recorded as a regulatory liability during the second quarter of 2018 and the negative surcharge rate for distribution customers went
into effect July 1, 2018, based on the PUC Order.
(e)The higher retail rates were due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.
(f)The decreases were primarily due to weather.
(g)The decreases were primarily due to the departure of eight municipal customers effective April 30, 2019.

Fuel
Fuel decreased $21 million for the three months ended June 30, 2019 compared with 2018, primarily due to a $14 million decrease in volumes driven by
weather and a $6 million decrease in volumes driven by the departure of eight municipal customers on April 30, 2019 in Kentucky.
Fuel decreased $41 million for the six months ended June 30, 2019 compared with 2018, primarily due to a $25 million decrease in volumes driven by
weather, a $6 million decrease in volumes driven by the departure of eight municipal customers on April 30, 2019 and an $11 million decrease in commodity
costs in Kentucky.
Energy Purchases
Energy purchases decreased $10 million for the three months ended June 30, 2019 compared with 2018, primarily due to a $6 million decrease in
transmission enhancement expenses at PPL Electric and a $4 million decrease in volumes driven by weather at LG&E.
Energy purchases decreased $1 million for the six months ended June 30, 2019 compared with 2018, primarily due to a $12 million decrease in transmission
enhancement expenses at PPL Electric and a $5 million decrease in volumes driven by weather at LG&E, partially offset by a $16 million increase in PLR
volumes at PPL Electric.
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Other Operation and Maintenance
The increase (decrease) in other operation and maintenance for the periods ended June 30, 2019 compared with 2018 was due to:
Three Months

Six Months

Domestic:
PPL Electric storm costs

$

(10)

$

(1)

PPL Electric contractor-related expenses

4

6

LKE gas distribution maintenance and compliance

2

4

LKE transmission credits

3

7

LKE DSM program costs

(4)

(7)

(18)

4

Foreign currency exchange rates

(7)

(14)

Third-party engineering

(3)

(5)

Other
U.K.:

Other

9
$

Total

(24)

4
$

(2)

Depreciation
The increase (decrease) in depreciation for the periods ended June 30, 2019 compared with 2018 was due to:
Three Months
Additions to PP&E, net

$

Six Months

18

$

36

Foreign currency exchange rates

(4)

(8)

Depreciation rates (a)

13

13

Other

—
$

Total

27

1
$

42

(a)Higher depreciation rates were effective May 1, 2019 at LG&E and KU.

Other Income (Expense) - net
The increase (decrease) in other income (expense) - net for the periods ended June 30, 2019 compared with 2018 was due to:
Three Months
Economic foreign currency exchange contracts (Note 15)

$

Defined benefit plans - non-service credits (Note 10)

(119)

$

$

(40)

14

26

2

6

Other
Total

Six Months

(103)

$

(8)

Interest Expense
The increase (decrease) in interest expense for the periods ended June 30, 2019 compared with 2018 was due to:
Three Months
Long-term debt interest expense

$

Six Months

10

$

14

Short-term debt interest expense

3

4

Foreign currency exchange rates

(6)

(12)

Other

4
$

Total

86

11

7
$

13
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Income Taxes
The increase (decrease) in income taxes for the periods ended June 30, 2019 compared with 2018 was due to:
Three Months
Change in pre-tax income

$

(29)

Deferred tax impact of Kentucky state tax reform (a)
Kentucky recycling credit, net of federal income tax expense (b)
Other

Six Months
$

(27)

(9)

(9)

(20)

(20)

—
$

Total

(58)

7
$

(49)

(a)During the second quarter of 2018, LKE recorded deferred income tax expense, primarily associated with LKE's non-regulated entities, due to the Kentucky corporate income tax rate reduction
from 6% to 5%, as enacted by HB 487, effective January 1, 2018.
(b)During the second quarter of 2019, LKE recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a result,
qualify for a Kentucky recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky, with the benefit recognized
during the period in which the assets are placed into service. A valuation allowance of $3 million has been recognized related to this credit due to insufficient Kentucky taxable income projected
at LKE.

Segment Earnings
PPL's net income by reportable segments for the periods ended June 30 were as follows:
Three Months
2019
U.K. Regulated

$

Kentucky Regulated

Six Months

2018
284

$

$ Change
394

97

$

2019

(110)

$

2018
548

$

$ Change
591

77

20

214

210

$

(43)
4

Pennsylvania Regulated

94

75

19

215

223

(8)

Corporate and Other (a)

(34)

(31)

(3)

(70)

(57)

(13)

Net Income

$

441

$

515

$

(74)

$

907

$

967

$

(60)

(a)Primarily represents financing and certain other costs incurred at the corporate level that have not been allocated or assigned to the segments, which are presented to reconcile segment
information to PPL's consolidated results. The decrease for the six months ended June 30, 2019, compared with 2018, was primarily due to higher operation and maintenance expense.

Earnings from Ongoing Operations
Management utilizes "Earnings from Ongoing Operations" as a non-GAAP financial measure that should not be considered as an alternative to net income,
an indicator of operating performance determined in accordance with GAAP. PPL believes that Earnings from Ongoing Operations is useful and meaningful
to investors because it provides management's view of PPL's earnings performance as another criterion in making investment decisions. In addition, PPL's
management uses Earnings from Ongoing Operations in measuring achievement of certain corporate performance goals, including targets for certain
executive incentive compensation. Other companies may use different measures to present financial performance.
Earnings from Ongoing Operations is adjusted for the impact of special items. Special items are presented in the financial tables on an after-tax basis with the
related income taxes on special items separately disclosed. Income taxes on special items, when applicable, are calculated based on the effective tax rate of
the entity where the activity is recorded. Special items may include items such as:
• Unrealized gains or losses on foreign currency economic hedges (as discussed below).
• Gains and losses on sales of assets not in the ordinary course of business.
• Impairment charges.
• Significant workforce reduction and other restructuring effects.
• Acquisition and divestiture-related adjustments.
• Other charges or credits that are, in management's view, non-recurring or otherwise not reflective of the company's ongoing operations.
Unrealized gains or losses on foreign currency economic hedges include the changes in fair value of foreign currency contracts used to hedge GBPdenominated anticipated earnings. The changes in fair value of these contracts are recognized immediately within GAAP earnings. Management believes that
excluding these amounts from Earnings from Ongoing Operations until settlement of the contracts provides a better matching of the financial impacts of
those contracts with the economic value of
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PPL's underlying hedged earnings. See Note 15 to the Financial Statements and "Risk Management" below for additional information on foreign currency
economic activity.
PPL's Earnings from Ongoing Operations by reportable segment for the periods ended June 30 were as follows:
Three Months
2019
U.K. Regulated

$

$

Corporate and Other
$

$ Change
254

97

Pennsylvania Regulated

Earnings from Ongoing Operations

2018
264

Kentucky Regulated

Six Months
2019

$

10

$

2018
568

$

$ Change
516

$

52

86

11

214

219

94

75

19

215

223

(8)

(33)

(31)

(2)

(67)

(57)

(10)

422

$

384

$

38

$

930

$

(5)

901

$

29

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

U.K. Regulated Segment
The U.K. Regulated segment consists of PPL Global, which primarily includes WPD's regulated electricity distribution operations, the results of hedging the
translation of WPD's earnings from GBP into U.S. dollars, and certain costs, such as U.S. income taxes, administrative costs and certain acquisition-related
financing costs. The U.K. Regulated segment represents 60% of PPL's Net Income for the six months ended June 30, 2019 and 39% of PPL's assets at
June 30, 2019.
Net Income and Earnings from Ongoing Operations for the periods ended June 30 include the following results.
Three Months
2019
Operating revenues

$

Other operation and maintenance
Depreciation
Taxes, other than income

Six Months

2018
541

$

$ Change
584

$

2019
(43)

$

2018
1,124

$

$ Change
1,199

$

(75)

133

137

(4)

251

269

(18)

64

63

1

126

125

1

32

34

(2)

64

68

(4)

Total operating expenses

229

234

(5)

441

462

(21)

Other Income (Expense) - net

124

229

(105)

169

182

(13)

Interest Expense

96

97

(1)

195

204

(9)

Income Taxes

56

88

(32)

109

124

(15)

284

394

(110)

548

591

(43)

20

140

(120)

(20)

75

(95)

Net Income
Less: Special Items
Earnings from Ongoing Operations

$

264

$

254

$

10

$

568

$

516

$

52

The following after-tax gains (losses), which management considers special items, impacted the U.K. Regulated segment's results and are excluded from
Earnings from Ongoing Operations during the periods ended June 30.
Three Months
Income Statement Line Item
Foreign currency economic hedges, net of tax of ($7), ($37), $4, ($20) (a) Other Income (Expense) - net
Other, net of tax of $1, $0, $1, $0 (b)

2019

2018

$

24

$

20

Other operation and maintenance

Total Special Items

Six Months
2019

$

140

$

140

(4)

2018

$

(16)

$

(20)

—

$

75

$

75

(4)

—

(a)Represents unrealized gains (losses) on contracts that economically hedge anticipated GBP-denominated earnings.
(b)Settlement of a contractual dispute.

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

Six Months

U.K.
U.K. Adjusted Gross Margins

$

(7)

$

4

Other operation and maintenance

(3)

2

Depreciation

(4)

(9)

Other Income (Expense) - net

19

39

Interest expense

(4)

(3)

2

(3)

—

1

Income taxes
U.S.
Income taxes
Other
Foreign currency exchange, after-tax
Earnings from Ongoing Operations
Special items, after-tax
$

Net Income

1

(2)

6

23

10

52

(120)

(95)

(110)

$

(43)

U.K.
•See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of U.K. Adjusted Gross Margins.
•Higher other income (expense) - net for the three and six month periods primarily from higher pension income.

Kentucky Regulated Segment
The Kentucky Regulated segment consists primarily of LKE's regulated electricity generation, transmission and distribution operations of LG&E and KU, as
well as LG&E's regulated distribution and sale of natural gas. In addition, certain acquisition-related financing costs are allocated to the Kentucky Regulated
segment. The Kentucky Regulated segment represents 24% of PPL's Net Income for the six months ended June 30, 2019 and 35% of PPL's assets at June 30,
2019.
Net Income and Earnings from Ongoing Operations for the periods ended June 30 include the following results.
Three Months
2019
Operating revenues

$

Fuel

2018
732

$

168

Energy purchases

Six Months
$ Change

743

$

189

2019
(11)

$

2018
1,577

(21)

$

$ Change
1,615

362

$

(38)

403

(41)

27

33

(6)

106

113

(7)

Other operation and maintenance

208

211

(3)

422

416

6

Depreciation

135

118

17

258

235

23

Taxes, other than income

18

18

—

Total operating expenses

556

569

(13)

Other Income (Expense) - net

—

1

(1)

—

Interest Expense

78

69

9

148

1

29

(28)

97

77

20

Income Taxes
Net Income
Less: Special Items
Earnings from Ongoing Operations

—
$

97

(9)
$

86

9
$

11

36

35

1,184

1,202
(2)

2

136

12

31

65

(34)

214

210

4

—
$

1
(18)

214

(9)
$

9

219

$

(5)

The following after-tax gains (losses), which management considers special items, impacted the Kentucky Regulated segment's results and are excluded from
Earnings from Ongoing Operations during the periods ended June 30.
Three Months
Income Statement Line Item
Kentucky state tax reform (a)
Total Special Items

Income Taxes

2019

Six Months

2018

2019

2018

$

—

$

(9)

$

—

$

(9)

$

—

$

(9)

$

—

$

(9)
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(a)During the second quarter of 2018, LKE recorded deferred income tax expense, primarily associated with LKE's non-regulated entities, due to the Kentucky corporate income tax rate reduction
from 6% to 5%, as enacted by HB 487, effective January 1, 2018. See Note 6 to the Financial Statements for additional information.

The changes in the components of the Kentucky Regulated segment's results between these periods are due to the factors set forth below, which reflect
amounts classified as Kentucky Adjusted Gross Margins and the items that management considers special on separate lines and not in their respective
Statement of Income line items.
Three Months
Kentucky Adjusted Gross Margins

$

Other operation and maintenance
Depreciation
Taxes, other than income

Six Months
3

$

(2)

3

(9)

(5)

(9)

1

—

Other Income (Expense) - net

(1)

2

Interest Expense

(9)

(12)

Income Taxes

19

25

Earnings from Ongoing Operations

11

(5)

Special items, after-tax

9
$

Net Income

20

9
$

4

•See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of Kentucky Adjusted Gross Margins.
•Higher other operation and maintenance expense for the six month period primarily due to a $4 million increase in gas distribution maintenance and
compliance and increases in various costs that were not individually significant.
•Higher depreciation expense for the three month period primarily due to higher depreciation rates effective May 1, 2019.
•Higher depreciation expense for the six month period primarily due to a $5 million increase related to additional assets placed into service, net of retirements
and a $4 million increase related to higher depreciation rates effective May 1, 2019.
•Higher interest expense for the three and six month periods due to increased borrowings and higher interest rates.
•Lower income taxes for the three month period primarily due to the recording of a deferred tax benefit related to a Kentucky recycling credit of $17 million.
•Lower income taxes for the six month period primarily due to the recording of a deferred tax benefit related to a Kentucky recycling credit of $17 million
and lower income taxes of $8 million due to lower pre-tax income.

Pennsylvania Regulated Segment
The Pennsylvania Regulated segment includes the regulated electricity transmission and distribution operations of PPL Electric. In addition, certain costs are
allocated to the Pennsylvania Regulated segment. The Pennsylvania Regulated segment represents 24% of PPL's Net Income for the six months ended
June 30, 2019 and 26% of PPL's assets at June 30, 2019.
Net Income and Earnings from Ongoing Operations for the periods ended June 30 include the following results.
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Three Months
2019
Operating revenues

$

Six Months

2018
521

$

$ Change
517

$

2019
4

$

2018
1,166

$

$ Change
1,156

$

10

Energy purchases

110

115

(5)

281

276

5

Other operation and maintenance

130

159

(29)

280

292

(12)

Depreciation

96

88

8

191

173

18

Taxes, other than income

24

22

2

55

54

1

Total operating expenses

360

384

(24)

807

795

12

Other Income (Expense) - net

6

8

(2)

13

14

(1)

Interest Expense

41

39

2

83

76

7

Income Taxes

32

27

5

74

76

(2)

Net Income

94

75

19

215

223

(8)

Less: Special Items (a)
Earnings from Ongoing Operations

—
$

94

—
$

75

—
$

19

—
$

215

—
$

223

—
$

(8)

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

The changes in the components of the Pennsylvania Regulated segment's results between these periods are due to the factors set forth below, which reflect
amounts classified as Pennsylvania Adjusted Gross Margins on a separate line and not in their respective Statement of Income line items.
Three Months
Pennsylvania Adjusted Gross Margins

$

17

Six Months
$

6

Other operation and maintenance

17

5

Depreciation

(4)

(12)

Taxes, other than income

(2)

(1)

Other Income (Expense) - net

(2)

(1)

Interest Expense

(2)

(7)

Income Taxes

(5)

2

$

Net Income

19

$

•See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of Pennsylvania Adjusted Gross Margins.
•Lower other operation and maintenance expense for the three month period primarily due to lower service company costs and lower bad debt expense.
•Higher depreciation expense for the three and six month periods primarily due to additional assets placed into service, related to the ongoing efforts to
ensure the reliability of the delivery system and the replacement of aging infrastructure, net of retirements.
•Higher interest expense for the six month period primarily due to the June 2018 issuance of $400 million of 4.15% First Mortgage Bonds.
•Higher income taxes for the three month period primarily due to higher pre-tax income.

Reconciliation of Earnings from Ongoing
Operations
-- -----The following tables contain after-tax gains (losses), in total, which management considers special items, that are excluded from Earnings from Ongoing
Operations and a reconciliation to PPL's "Net Income" for the periods ended June 30.
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2019 Three Months
U.K.
Regulated
Net Income

$

284

KY
Regulated
$

97

PA
Regulated
$

94

Corporate
and Other
$

(34)

Total
$

441

Less: Special Items (expense) benefit:
Foreign currency economic hedges, net of tax of ($7)

24

Talen litigation costs, net of tax of $1 (a)
Other, net of tax of $1
Total Special Items
Earnings from Ongoing Operations

—

—

—

—

(4)

—

20
$

264

—
$

97

—

24

—

(1)

(1)

—

—

(4)

—
$

94

(1)
$

(33)

19
$

422

2018 Three Months
U.K.
Regulated
Net Income

$

394

KY
Regulated
$

77

PA
Regulated
$

75

Corporate
and Other
$

(31)

Total
$

515

Less: Special Items (expense) benefit:
Foreign currency economic hedges, net of tax of ($37)

140

Kentucky state tax reform
Total Special Items
Earnings from Ongoing Operations

$

—

—

—

—

(9)

—

—

140

(9)

—

—

254

$

86

$

75

$

(31)

140
(9)
131
$

384

2019 Six Months
U.K.
Regulated
Net Income

$

548

KY
Regulated
$

214

PA
Regulated
$

215

Corporate
and Other
$

(70)

Total
$

907

Less: Special Items (expense) benefit:
Foreign currency economic hedges, net of tax of $4

(16)

—

—

Talen litigation costs, net of tax of $1 (a)

—

—

Other, net of tax of $1

(4)

—

Total Special Items
Earnings from Ongoing Operations

(20)
$

568

—
$

214

—

(16)

—

(3)

(3)

—

—

(4)

—
$

215

(3)
$

(67)

(23)
$

930

2018 Six Months
U.K.
Regulated
Net Income

$

591

KY
Regulated
$

210

PA
Regulated
$

223

Corporate
and Other
$

(57)

Total
$

967

Less: Special Items (expense) benefit:
Foreign currency economic hedges, net of tax of ($20)

75

—

—

—

75

Kentucky state tax reform

—

(9)

—

—

(9)

Total Special Items

75

(9)

—

—

66

Earnings from Ongoing Operations

$

516

$

219

$

223

$

(57)

$

901

(a)PPL incurred legal expenses related to litigation with its former affiliate, Talen Montana, and related cases. See Note 11 to the Financial Statements for additional information.

Adjusted Gross Margins
Management also utilizes the following non-GAAP financial measures as indicators of performance for its businesses:
•"U.K. Adjusted Gross Margins" is a single financial performance measure of the electricity distribution operations of the U.K. Regulated segment. In
calculating this measure, direct costs such as connection charges from National Grid, which owns and manages the electricity transmission network in
England and Wales, and Ofgem license fees (recorded in "Other operation and maintenance" on the Statements of Income) are deducted from operating
revenues, as they are costs passed through to customers. As a result, this measure represents the net revenues from the delivery of electricity across WPD's
distribution network in the U.K. and directly related activities.
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•"Kentucky Adjusted Gross Margins" is a single financial performance measure of the electricity generation, transmission and distribution operations of the
Kentucky Regulated segment, LKE, LG&E and KU, as well as the Kentucky Regulated segment's, LKE's and LG&E's distribution and sale of natural gas.
In calculating this measure, fuel, energy purchases and certain variable costs of production (recorded in "Other operation and maintenance" on the
Statements of Income) are deducted from operating revenues. In addition, certain other expenses, recorded in "Other operation and maintenance",
"Depreciation" and "Taxes, other than income" on the Statements of Income, associated with approved cost recovery mechanisms are offset against the
recovery of those expenses, which are included in revenues. These mechanisms allow for direct recovery of these expenses and, in some cases, returns on
capital investments and performance incentives. As a result, this measure represents the net revenues from electricity and gas operations.
•"Pennsylvania Adjusted Gross Margins" is a single financial performance measure of the electricity transmission and distribution operations of the
Pennsylvania Regulated segment and PPL Electric. In calculating this measure, utility revenues and expenses associated with approved recovery
mechanisms, including energy provided as a PLR, are offset with minimal impact on earnings. Costs associated with these mechanisms are recorded in
"Energy purchases," "Other operation and maintenance," (which are primarily Act 129, Storm Damage and Universal Service program costs),
"Depreciation" (which is primarily related to the Act 129 Smart Meter program) and "Taxes, other than income," (which is primarily gross receipts tax) on
the Statements of Income. This measure represents the net revenues from the Pennsylvania Regulated segment's and PPL Electric's electricity delivery
operations.
These measures are not intended to replace "Operating Income," which is determined in accordance with GAAP, as an indicator of overall operating
performance. Other companies may use different measures to analyze and report their results of operations. Management believes these measures provide
additional useful criteria to make investment decisions. These performance measures are used, in conjunction with other information, by senior management
and PPL's Board of Directors to manage operations and analyze actual results compared with budget.

Changes in Adjusted Gross Margins
The following table shows Adjusted Gross Margins by PPL's reportable segment and by component, as applicable, for the periods ended June 30 as well as
the change between periods. The factors that gave rise to the changes are described following the table.
Three Months
2019

Six Months

2018

$ Change

2019

2018

$ Change

U.K. Regulated
U.K. Adjusted Gross Margins

$

500

$

538

Impact of changes in foreign currency exchange rates
U.K. Adjusted Gross Margins excluding impact of
foreign currency exchange rates

$

(38)

$

1,046

$

1,111

$

(31)
$

(7)

$

4

(65)
(69)

$

4

$

1

Kentucky Regulated
Kentucky Adjusted Gross Margins
LG&E

$

220

$

484

$

481

$

$

204

$

192

KU
Total Kentucky Adjusted Gross Margins

$

264

216

$

458

3

$

$

12

$

$

17

265

(1)

$

457

1,014

$

1,016

$

(2)

464

$

470

$

(6)

556

559

(3)

Pennsylvania Regulated
Pennsylvania Adjusted Gross Margins
Distribution
Transmission
Total Pennsylvania Adjusted Gross Margins

142
$

346

137
$

329

5

285
$

749

273
$

743

12
$

U.K. Adjusted Gross Margins
U.K. Adjusted Gross Margins, excluding the impact of changes in foreign currency exchange rates, decreased for the three months ended June 30, 2019
compared with 2018, primarily due to $29 million of lower volumes, partially offset by $26 million from the April 1, 2019 price increase.
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U.K. Adjusted Gross Margins, excluding the impact of changes in foreign currency exchange rates, increased for the six months ended June 30, 2019
compared with 2018, primarily due to $51 million from the April 1, 2018 and 2019 price increases, partially offset by $43 million of lower volumes.
Kentucky Adjusted Gross Margins
Kentucky Adjusted Gross Margins increased for the three months ended June 30, 2019 compared with 2018, primarily due to higher retail rates approved by
the KPSC of $35 million ($14 million at LG&E and $21 million at KU), inclusive of the termination of the TCJA bill credit mechanism. This was partially
offset by $26 million of decreased sales volumes primarily due to weather ($12 million at LG&E and $14 million at KU) and $8 million of decreased demand
revenues at KU primarily due to the departure of eight municipal customers on April 30, 2019.
Kentucky Adjusted Gross Margins decreased for the six months ended June 30, 2019 compared with 2018, primarily due to $36 million of decreased sales
volumes primarily due to weather ($16 million at LG&E and $20 million at KU) and $7 million of decreased demand revenues at KU primarily due to the
departure of eight municipal customers on April 30, 2019. This was partially offset by higher retail rates approved by the KPSC of $35 million ($14 million
at LG&E and $21 million at KU), inclusive of the termination of the TCJA bill credit mechanism.
Pennsylvania Adjusted Gross Margins
Distribution
Distribution Adjusted Gross Margins increased for the three months ended June 30, 2019 compared with 2018, primarily due to $17 million from the timing
of recording the regulatory liability related to the TCJA in 2018 as a result of the PUC Rate Order in May 2018. The increase was partially offset by $6
million of lower electricity sales volumes primarily due to weather.
Distribution Adjusted Gross Margins decreased for the six months ended June 30, 2019 compared with 2018, primarily due to a $6 million increased
customer refund related to the reduced U.S. federal corporate income taxes as a result of the TCJA.
Transmission
Transmission Adjusted Gross Margins increased for the three months ended June 30, 2019, compared with 2018, primarily due to an increase of $17 million
from returns on additional transmission capital investments focused on replacing aging infrastructure and improving reliability, partially offset by $11 million
from the impact of the reduced U.S. federal corporate income taxes as a result of the TCJA, which affected transmission revenues in the second quarter of
2019.
Transmission Adjusted Gross Margins increased for the six months ended June 30, 2019, compared with 2018, primarily due to an increase of $43 million
from returns on additional transmission capital investments focused on replacing aging infrastructure and improving reliability, partially offset by $27 million
from the impact of the reduced U.S. federal corporate income taxes as a result of the TCJA in the first five months of 2019.

Reconciliation of Adjusted Gross Margins
The following tables contain the components from the Statement of Income that are included in the non-GAAP financial measures and a reconciliation to
PPL's "Operating Income" for the periods ended June 30.
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2019 Three Months
U.K.
Adjusted Gross
Margins
Operating Revenues

$

531

Kentucky
Adjusted Gross
Margins
(c)

$

732

Pennsylvania
Adjusted Gross
Margins
$

521

Operating
Income (b)

Other (a)
$

19

$

1,803

Operating Expenses
Fuel

—

168

—

Energy purchases

—

27

Other operation and maintenance

31

23

Depreciation

—

Taxes, other than income

—

Total Operating Expenses

31
$

Total

—

168

110

1

138

31

397

482

29

12

259

300

1

22

52

75

248

500

$

484

175
$

346

709
$

(690)

1,163
$

640

2018 Three Months
U.K.
Adjusted Gross
Margins
Operating Revenues

$

574

Kentucky
Adjusted Gross
Margins
(c)

$

743

Pennsylvania
Adjusted Gross
Margins
$

517

Operating
Income (b)

Other (a)
$

14

$

1,848

Operating Expenses
Fuel

—

189

—

Energy purchases

—

33

Other operation and maintenance

36

23

Depreciation

—

17

Taxes, other than income

—

—

22

52

74

36

262

188

704

1,190

Total Operating Expenses
$

Total

538

$

481

$

—

189

115

—

148

43

404

506

8

248

273

329

$

(690)

$

658

2019 Six Months
U.K.
Adjusted Gross
Margins
Operating Revenues

$

1,105

Kentucky
Adjusted Gross
Margins
(c)

$

1,577

Pennsylvania
Adjusted Gross
Margins
$

1,166

Operating
Income (b)

Other (a)
$

34

$

3,882

Operating Expenses
Fuel

—

362

—

—

362

Energy purchases

—

106

281

1

388

Other operation and maintenance

59

45

62

806

972

Depreciation

—

48

22

514

584

Taxes, other than income

—

2

52

101

155

59

563

417

1,422

2,461

Total Operating Expenses
Total

$

1,046

$

95

1,014

$

749

$

(1,388)

$

1,421
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2018 Six Months
U.K.
Adjusted Gross
Margins
Operating Revenues

$

1,179

Kentucky
Adjusted Gross
Margins
(c)

$

1,615

Pennsylvania
Adjusted Gross
Margins
$

1,156

Operating
Income (b)

Other (a)
$

24

$

3,974

Operating Expenses
Fuel

—

403

—

Energy purchases

—

113

Other operation and maintenance

68

48

Depreciation

—

34

Taxes, other than income

—

1

52

104

157

68

599

413

1,385

2,465

Total Operating Expenses
$

Total

1,111

$

1,016

$

—

403

276

—

389

69

789

974

16

492

542

743

$

(1,361)

$

1,509

(a)Represents amounts excluded from Adjusted Gross Margins.
(b)As reported on the Statements of Income.
(c)Excludes ancillary revenues of $10 million and $19 million for the three and six months ended June 30, 2019 and $10 million and $20 million for the three and six months ended June 30, 2018.

PPL Electric: Statement of Income Analysis, Earnings and Adjusted Gross Margins
Statement of Income Analysis
Net income for the periods ended June 30 includes the following results.
Three Months
2019
Operating Revenues

$

Six Months

2018
521

$

$ Change
517

$

2019
4

$

2018
1,166

$

$ Change
1,156

$

10

Operating Expenses
Operation
Energy purchases

110

115

(5)

281

276

5

Other operation and maintenance

130

159

(29)

280

292

(12)

Depreciation

96

88

8

191

173

18

Taxes, other than income

24

22

2

55

54

1

Total Operating Expenses

360

384

(24)

807

795

12

Other Income (Expense) - net

6

7

(1)

11

13

(2)

Interest Income from Affiliate

—

1

(1)

2

1

1

Interest Expense

41

39

2

83

76

7

Income Taxes
Net Income

32
$

94

27
$

75

5
$

19

74
$

215

76
$

223

(2)
$

(8)

Operating Revenues
The increase (decrease) in operating revenues for the periods ended June 30, 2019 compared with 2018 was due to:
Three Months
Distribution price (a)

$

Six Months

(7)

$

2

Distribution volume

(6)

(4)

PLR (b)

(5)

5

5

12

TCJA refund (d)

17

(7)

Other

—

2

Transmission Formula Rate (c)

Total

$

4

$

10

(a)Distribution price variances were primarily due to reconcilable cost recovery mechanisms approved by the PUC.
(b)The decrease for three months ended June 30, 2019 was primarily due to lower transmission enhancement expenses. The increase for six months ended June 30, 2019 was primarily due to higher
energy volumes partially offset by lower transmission enhancement expenses.
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(c)The Transmission Formula Rate revenues include $11 million and $27 million for the three and six months ended June 30, 2019 related to the unfavorable impact of the TCJA which reduced the
new revenue requirement that went into effect June 1, 2018.
(d)Represents the estimated income tax savings owed to or already returned to distribution customers related to the reduced U.S. federal corporate income taxes as a result of the TCJA. The TCJA
customer refund for the period January through June 2018 was recorded as a regulatory liability during the second quarter of 2018 and the negative surcharge rate for distribution customers went
into effect July 1, 2018, based on the PUC Order.

Energy Purchases
Energy purchases decreased $5 million for the three months ended June 30, 2019 compared with 2018, primarily due to lower transmission enhancement
expenses of $6 million.
Energy purchases increased $5 million for the six months ended June 30, 2019 compared with 2018, primarily due to higher PLR volumes of $16 million,
partially offset by lower transmission enhancement expenses of $12 million.
Other Operation and Maintenance
The decrease in other operation and maintenance for the periods ended June 30, 2019 compared with 2018 was due to:
Three Months
Storm costs

$

Six Months

(10)

$

(1)

Service company costs

(6)

(4)

Bad debts

(3)

(3)

Inventory reserve

(3)

—

Act 129

(2)

(1)

Act 129 Smart Meter Program

(1)

(3)

Contractor-related expenses
Other
$

Total

4

6

(8)

(6)

(29)

$

(12)

Depreciation
Depreciation increased $8 million and $18 million for the three and six months ended June 30, 2019 compared with 2018, primarily due to additional assets
placed into service, related to the ongoing efforts to ensure the reliability of the delivery system and the replacement of aging infrastructure as well as the
roll-out of the Act 129 Smart Meter program, net of retirements.
Interest Expense
Interest expense increased $2 million and $7 million for the three and six months ended June 30, 2019 compared with 2018, primarily due to the June 2018
issuance of $400 million of 4.15% First Mortgage Bonds due 2048.
Income Taxes
The increase (decrease) in income taxes for the periods ended June 30, 2019 compared with 2018 was due to:
Three Months
Change in pre-tax income

$

Six Months
6

Other

$

(3)

(1)
$

Total

5

1
$

(2)

Earnings
Three Months Ended

Six Months Ended

June 30,

June 30,

2019
Net Income

$

Special Item, gain (loss), after-tax (a)

2018
94
—

97

$

2019
75
—

$

2018
215
—

$

223
—
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(a)There are no items that management considers special for the periods presented.

Earnings increased for the three month period in 2019 compared with 2018, driven primarily by timing impacts related to U.S. tax reform, returns on
additional capital investments in transmission and lower other operation and maintenance expense, partially offset by lower sales volumes and higher
depreciation expense.
Earnings decreased for the six month period in 2019 compared with 2018, driven primarily by year-over-year differences in the impact of reduced income
taxes in rates due to U.S. tax reform, higher depreciation expense and higher interest expense, partially offset by returns on additional capital investments in
transmission.
The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts classified as Pennsylvania Adjusted
Gross Margins on a separate line and not in their respective Statement of Income line items.
Three Months
Pennsylvania Adjusted Gross Margins

$

17

Six Months
$

6

Other operation and maintenance

17

5

Depreciation

(4)

(12)

Taxes, other than income

(2)

(1)

Other Income (Expense) - net

(2)

(1)

Interest Expense

(2)

(7)

Income Taxes

(5)

2

$

Net Income

19

$

(8)

Adjusted Gross Margins
"Adjusted Gross Margins" is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its business. See
PPL's "Results of Operations - Adjusted Gross Margins" for information on why management believes this measure is useful and for explanations of the
underlying drivers of the changes between periods. Within PPL's discussion, PPL Electric's Adjusted Gross Margins are referred to as "Pennsylvania
Adjusted Gross Margins."
The following tables contain the components from the Statements of Income that are included in this non-GAAP financial measure and a reconciliation to
"Operating Income" for the periods ended June 30.
2019 Three Months
Adjusted Gross
Margins
Operating Revenues

$

521

2018 Three Months
Operating
Income (b)

Other (a)
$

—

$

Adjusted Gross
Margins

521

$

517

Operating
Income (b)

Other (a)
$

—

$

517

Operating Expenses
Energy purchases

110

—

110

115

—

115

Other operation and maintenance

31

99

130

43

116

159

Depreciation

12

84

96

8

80

88

Taxes, other than income
Total Operating Expenses
Total

$

22

2

24

22

—

22

175

185

360

188

196

384

346

$

(185)

98

$

161

$

329

$

(196)

$

133
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2019 Six Months
Adjusted Gross
Margins
Operating Revenues

$

1,166

2018 Six Months
Operating
Income (b)

Other (a)
$

—

$

Adjusted Gross
Margins

1,166

$

1,156

Operating
Income (b)

Other (a)
$

—

$

1,156

Operating Expenses
Energy purchases

281

—

281

276

—

276

Other operation and maintenance

62

218

280

69

223

292

Depreciation

22

169

191

16

157

173

Taxes, other than income

52

3

55

52

2

54

Total Operating Expenses

417
$

Total

749

390
$

(390)

807
$

359

413
$

743

382
$

(382)

795
$

361

(a)Represents amounts excluded from Adjusted Gross Margins.
(b)As reported on the Statements of Income.

LKE: Statement of Income Analysis, Earnings and Adjusted Gross Margins
Statement of Income Analysis
Net income for the periods ended June 30 includes the following results.
Three Months
2019
Operating Revenues

$

Six Months

2018
732

$

$ Change
743

$

2019
(11)

$

2018
1,577

$

$ Change
1,615

$

(38)

Operating Expenses
Operation
Fuel
Energy purchases
Other operation and maintenance

168

189

(21)

362

403

(41)

27

33

(6)

106

113

(7)

208

211

(3)

422

416

6

135

118

17

258

235

23

Taxes, other than income

18

18

—

36

35

1

1,202

Depreciation

Total Operating Expenses

556

569

(13)

1,184

Other Income (Expense) - net

—

1

(1)

—

Interest Expense

58

52

6

112

102

10

9

6

3

16

11

5

Interest Expense with Affiliate
Income Taxes
Net Income

3
$

106

31
$

86

(28)
$

20

35
$

230

(18)

(2)

2

70
$

228

(35)
$

2

Operating Revenues
The increase (decrease) in operating revenues for the periods ended June 30, 2019 compared with 2018 was due to:
Three Months
Higher retail rates (a)

$

ECR
Fuel and other energy prices
Volumes (b)
Demand revenue (c)
Other
Total
(a)The higher retail rates were due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.
(b)The decreases were primarily due to weather.
(c)The decreases were primarily due to the departure of eight municipal customers effective April 30, 2019.

Six Months

35

$

15

19

1

(9)

(52)

(82)

(9)

(8)

(1)
$

35

(11)

7
$

(38)
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Fuel
Fuel decreased $21 million for the three months ended June 30, 2019 compared with 2018, primarily due to a $14 million decrease in volumes driven by
weather and a $6 million decrease in volumes driven by the departure of eight municipal customers on April 30, 2019.
Fuel decreased $41 million for the six months ended June 30, 2019 compared with 2018, primarily due to a $25 million decrease in volume driven by
weather, a $6 million decrease in volumes driven by the departure of eight municipal customers on April 30, 2019 and an $11 million decrease in commodity
costs.
Energy Purchases
Energy purchases decreased $6 million for the three months ended June 30, 2019 compared with 2018, primarily due to a decrease in volumes driven by
weather.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance for the periods ended June 30, 2019 compared with 2018 was due to:
Three Months
Gas distribution maintenance and compliance

$

Six Months
2

Transmission credits

$

4

3

7

Vegetation management

(1)

1

Administrative and general

(2)

—

Plant operations and maintenance

(2)

(2)

DSM program costs

(4)

(7)

1

3

Other
$

Total

(3)

$

6

Depreciation
Depreciation increased $17 million for the three months ended June 30, 2019 compared with 2018, primarily due to a $13 million increase related to higher
depreciation rates effective May 1, 2019, and a $3 million increase related to additional assets placed into service, net of retirements.
Depreciation increased $23 million for the six months ended June 30, 2019 compared with 2018, primarily due to a $13 million increase related to higher
depreciation rates effective May 1, 2019 and an $8 million increase related to additional assets placed into service, net of retirements.
Interest Expense
Interest expense increased $6 million for the three months ended June 30, 2019 compared with 2018, primarily due to increased borrowings and higher
interest rates.
Income Taxes
The increase (decrease) in income taxes for the periods ended June 30, 2019 compared with 2018 was due to:
Three Months
Change in pre-tax income

$

Deferred tax impact of Kentucky state tax reform (a)
Kentucky recycling credit, net of federal income tax expense (b)
Valuation allowance adjustments (b)
Other

Six Months

(2)

$

(9)

(20)

(20)

3

3

—
$

Total

100

(8)

(9)

(28)

(1)
$

(35)
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(a)During the second quarter of 2018, LKE recorded deferred income tax expense, primarily associated with LKE's non-regulated entities, due to the Kentucky corporate income tax rate reduction
from 6% to 5%, as enacted by HB 487, effective January 1, 2018.
(b)During the second quarter of 2019, LKE recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a result,
qualify for a Kentucky recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky, with the benefit recognized
during the period in which the assets are placed into service. A portion of this amount has been reserved due to insufficient Kentucky taxable income projected at LKE.

Earnings
Three Months Ended

Six Months Ended

June 30,

June 30,

2019
Net Income

$

Special items, gains (losses), after-tax

2018
106

2019

$

86

—

$

2018
230

(9)

$

228

—

(9)

Excluding special items, earnings increased for the three month period in 2019 compared with 2018, primarily due to higher retail rates approved by the
KPSC, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019 and lower income taxes, partially offset by lower sales volumes
driven primarily by weather, higher depreciation expense and higher interest expense.
Excluding special items, earnings decreased for the six month period in 2019 compared with 2018, primarily due to lower sales volumes driven primarily by
weather, higher other operation and maintenance expense, higher depreciation expense and higher interest expense, partially offset by higher retail rates
approved by the KPSC, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019 and lower income taxes.
The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts classified as Adjusted Gross Margins
and the items that management considers special on separate lines and not in their respective Statement of Income line items.
Three Months
Adjusted Gross Margins

$

Other operation and maintenance
Depreciation
Taxes, other than income

Six Months
3

$

(2)

3

(9)

(5)

(9)

1

—

Other Income (Expense) - net

(1)

2

Interest Expense

(9)

(15)

Income Taxes

19

26

9

9

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

Net Income

20

$

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

Adjusted Gross Margins
"Adjusted Gross Margins" is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its business. See
PPL's "Results of Operations - Adjusted Gross Margins" for an explanation of why management believes this measure is useful and the factors underlying
changes between periods. Within PPL's discussion, LKE's Adjusted Gross Margins are referred to as "Kentucky Adjusted Gross Margins."
The following tables contain the components from the Statements of Income that are included in this non-GAAP financial measure and a reconciliation to
"Operating Income" for the periods ended June 30.
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2019 Three Months
Adjusted Gross
Margins
Operating Revenues

$

732

2018 Three Months
Operating
Income (b)

Other (a)
$

—

$

Adjusted Gross
Margins

732

$

743

Operating
Income (b)

Other (a)
$

—

$

743

Operating Expenses
Fuel

168

—

168

189

—

189

Energy purchases

27

—

27

33

—

33

Other operation and maintenance

23

185

208

23

188

211

Depreciation

29

106

135

17

101

118

Taxes, other than income

1

17

18

—

18

18

Total Operating Expenses

248

308

556

262

307

569

$

Total

484

$

(308)

$

176

$

481

$

2019 Six Months
Adjusted Gross
Margins
Operating Revenues

$

1,577

—

$

174

2018 Six Months
Operating
Income (b)

Other (a)
$

(307)

$

Adjusted Gross
Margins

1,577

$

1,615

Operating
Income (b)

Other (a)
$

—

$

1,615

Operating Expenses
Fuel

362

—

362

403

—

403

Energy purchases

106

—

106

113

—

113

Other operation and maintenance

45

377

422

48

368

416

Depreciation

48

210

258

34

201

235

2

34

36

1

34

35

Taxes, other than income
Total Operating Expenses

563
$

Total

1,014

621
$

(621)

1,184
$

393

599
$

1,016

603
$

(603)

1,202
$

413

(a)Represents amounts excluded from Adjusted Gross Margins.
(b)As reported on the Statements of Income.

LG&E: Statement of Income Analysis, Earnings and Adjusted Gross Margins
Statement of Income Analysis
Net income for the periods ended June 30 includes the following results.
Three Months
2019

Six Months

2018

$ Change

2019

2018

$ Change

Operating Revenues
Retail and wholesale

$

Electric revenue from affiliate
Total Operating Revenues

328

$

331

6

4

334

$

(3)

$

725

$

738

$

(13)

2

19

16

3

335

(1)

744

754

(10)

69

72

(3)

147

151

(4)

22

28

(6)

96

104

(8)
(4)

Operating Expenses
Operation
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation

2

2

—

4

8

96

93

3

190

182

8

56

49

7

107

97

10

Taxes, other than income

10

9

1

19

18

1

Total Operating Expenses

255

253

2

563

560

3

Other Income (Expense) - net

(1)

(1)

—

(1)

(2)

1

Interest Expense

22

19

3

43

37

6

Income Taxes
Net Income

12
$

44

12
$

50

—
$

(6)

29
$

108

33
$

122

(4)
$

(14)
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Operating Revenues
The increase (decrease) in operating revenues for the periods ended June 30, 2019 compared with 2018 was due to:
Three Months
Higher retail rates (a)

$

Six Months

14

ECR

$

14

7

Fuel and other energy prices
Volumes (b)
Demand revenue
Other

9

2

1

(21)

(36)

(1)

(1)

(2)
$

Total

(1)

3
$

(10)

(a)The higher retail rates were due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.
(b)The decreases were primarily due to weather.

Fuel
Fuel decreased $3 million for the three months ended June 30, 2019 compared with 2018, primarily due to a decrease in volumes driven by weather.
Energy Purchases
Energy purchases decreased $6 million and $8 million for the three and six months ended June 30, 2019 compared with 2018, primarily due to a decrease in
volumes driven by weather.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance for the periods ended June 30, 2019 compared with 2018 was due to:
Three Months
Gas distribution maintenance and compliance

$

Six Months
2

$

4

Transmission credits

1

2

Vegetation management

1

2

Plant operations and maintenance
DSM program costs
Other

1

2

(2)

(4)

—
$

Total

3

2
$

8

Depreciation
Depreciation increased $7 million for the three months ended June 30, 2019 compared with 2018, primarily due to higher depreciation rates effective May 1,
2019.
Depreciation increased $10 million for the six months ended June 30, 2019 compared with 2018, primarily due to a $6 million increase related to higher
depreciation rates effective May 1, 2019 and a $4 million increase related to additional assets placed into service, net of retirements.
Interest Expense
Interest expense increased $3 million and $6 million for the three and six months ended June 30, 2019 compared with 2018, primarily due to increased
borrowings and higher interest rates.
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Earnings
Three Months Ended

Six Months Ended

June 30,

June 30,

2019
Net Income

$

2018
44

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

$

—

2019
50

2018

$

108

—

$

122

—

—

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

Earnings decreased for the three and six month periods in 2019 compared with 2018, primarily due to lower sales volumes driven by weather, higher other
operation and maintenance expense, higher depreciation expense and higher interest expense, partially offset by higher retail rates approved by the KPSC,
inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.
The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts classified as Adjusted Gross Margins
on a separate line and not in their respective Statement of Income line items.
Three Months
Adjusted Gross Margins

$

Six Months
4

$

1

Other operation and maintenance

(5)

(10)

Depreciation

(1)

(4)

Taxes, other than income

(1)

—

Other Income (Expense) - net

—

1

Interest Expense

(3)

(6)

Income Taxes

—

4

$

Net Income

(6)

$

(14)

Adjusted Gross Margins
"Adjusted Gross Margins" is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its business. See
PPL's "Results of Operations - Adjusted Gross Margins" for an explanation of why management believes this measure is useful and the factors underlying
changes between periods. Within PPL's discussion, LG&E's Adjusted Gross Margins are included in "Kentucky Adjusted Gross Margins."
The following tables contain the components from the Statements of Income that are included in this non-GAAP financial measure and a reconciliation to
"Operating Income" for the periods ended June 30.
2019 Three Months
Adjusted Gross
Margins
Operating Revenues

$

334

Other (a)
$

2018 Three Months
Operating Income
(b)

—

$

334

Adjusted Gross
Margins
$

335

Operating Income
(b)

Other (a)
$

—

$

335

Operating Expenses
Fuel

69

—

69

72

—

72

Energy purchases, including affiliate

24

—

24

30

—

30

Other operation and maintenance

8

88

96

10

83

93

Depreciation

13

43

56

7

42

49

Taxes, other than income

—

10

10

—

9

9

Total Operating Expenses
Total

114
$

220

141
$

(141)

104

255
$

79

119
$

216

134
$

(134)

253
$

82
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2019 Six Months
Adjusted Gross
Margins
Operating Revenues

$

744

Other (a)
$

2018 Six Months
Operating Income
(b)

—

$

744

Adjusted Gross
Margins
$

754

Operating Income
(b)

Other (a)
$

—

$

754

Operating Expenses
Fuel

147

Energy purchases, including affiliate

—

147

151

—

151

100

—

100

112

—

112

Other operation and maintenance

17

173

190

19

163

182

Depreciation

21

86

107

15

82

97

Taxes, other than income
Total Operating Expenses
$

Total

1

18

19

—

18

18

286

277

563

297

263

560

458

$

(277)

$

181

$

457

$

(263)

$

194

(a)Represents amounts excluded from Adjusted Gross Margins.
(b)As reported on the Statements of Income.

KU: Statement of Income Analysis, Earnings and Adjusted Gross Margins
Statement of Income Analysis
Net income for the periods ended June 30 includes the following results.
Three Months
2019

Six Months

2018

$ Change

2019

2018

$ Change

Operating Revenues
Retail and wholesale

$

Electric revenue from affiliate
Total Operating Revenues

404

$

412

2

2

406

414

99

117

5

5

$

(8)

$

—

852

$

877

$

(25)

4

8

(4)

(8)

856

885

(29)

(18)

215

252

(37)

—

10

9

Operating Expenses
Operation
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation

6

4

105

112

1

2

19

16

3

(7)

213

217

(4)

78

70

8

150

138

12

Taxes, other than income

8

9

(1)

17

17

—

Total Operating Expenses

301

317

(16)

624

649

(25)

Other Income (Expense) - net

(2)

3

(5)

—

—

—

Interest Expense

28

25

3

54

50

4

Income Taxes
Net Income

14
$

61

14
$

61

—
$

—

36
$

142

38
$

148

(2)
$

(6)

Operating Revenues
The increase (decrease) in operating revenues for the periods ended June 30, 2019 compared with 2018 was due to:
Three Months
Higher retail rates (a)

$

ECR
Volumes (b)

Six Months

21

$

21

8

10

(29)

(45)

Demand revenue (c)

(8)

(7)

Fuel and other energy prices

(2)

(12)

Other
Total

2
$

(8)

4
$

(29)
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(a)The higher retail rates were due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.
(b)The decreases were primarily due to weather.
(c)The decreases were primarily due to the departure of eight municipal customers effective April 30, 2019.

Fuel
Fuel decreased $18 million for the three months ended June 30, 2019 compared with 2018, primarily due to an $11 million decrease in volumes driven by
weather and a $6 million decrease in volumes driven by the departure of eight municipal customers on April 30, 2019.
Fuel decreased $37 million for the six months ended June 30, 2019 compared with 2018, primarily due to a $23 million decrease in volumes driven by
weather, a $6 million decrease in volumes driven by the departure of eight municipal customers on April 30, 2019 and a $9 million decrease in commodity
costs.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance for the periods ended June 30, 2019 compared with 2018 was due to:
Three Months
Transmission credits

$

Six Months
2

$

5

Plant operations and maintenance

(3)

(4)

Vegetation management

(2)

(1)

DSM program costs

(2)

(3)

Other

(2)

Total

$

(7)

(1)
$

(4)

Depreciation
Depreciation increased $8 million for the three months ended June 30, 2019 compared with 2018, primarily due to higher depreciation rates effective May 1,
2019.
Depreciation increased $12 million for the six months ended June 30, 2019 compared with 2018, primarily due to a $7 million increase related to higher
depreciation rates effective May 1, 2019 and a $4 million increase related to additional assets placed into service, net of retirements.
Interest Expense
Interest expense increased $3 million for the three months ended June 30, 2019 compared with 2018, primarily due to increased borrowings and higher
interest rates.

Earnings
Three Months Ended

Six Months Ended

June 30,
2019
Net Income

$

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

June 30,
2018

61
—

$

2019
61
—

$

2018
142
—

$

148
—

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

Earnings decreased for the six month period in 2019 compared with 2018, primarily due to lower sales volumes driven primarily by weather, higher
depreciation expense and higher interest expense, partially offset by higher retail rates approved by the KPSC, inclusive of the termination of the TCJA bill
credit mechanism, effective May 1, 2019, and lower other operation and maintenance expense.
The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts classified as Adjusted Gross Margins
on a separate line and not in their respective Statement of Income line items.
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Three Months
Adjusted Gross Margins

$

Six Months

(1)

Other operation and maintenance

$

(3)

9

3

(2)

(4)

2

—

Other Income (Expense) - net

(5)

—

Interest Expense

(3)

(4)

Depreciation
Taxes, other than income

Income Taxes

—
$

Net Income

—

2
$

(6)

Adjusted Gross Margins
"Adjusted Gross Margins" is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its business. See
PPL's "Results of Operations - Adjusted Gross Margins" for an explanation of why management believes this measure is useful and the factors underlying
changes between periods. Within PPL's discussion, KU's Adjusted Gross Margins are included in "Kentucky Adjusted Gross Margins."
The following tables contain the components from the Statements of Income that are included in this non-GAAP financial measure and a reconciliation to
"Operating Income" for the periods ended June 30.
2019 Three Months
Adjusted Gross
Margins
Operating Revenues

$

406

2018 Three Months
Operating
Income (b)

Other (a)
$

—

$

Adjusted Gross
Margins

406

$

414

Operating
Income (b)

Other (a)
$

—

$

414

Operating Expenses
99

—

Energy purchases, including affiliate

11

—

Other operation and maintenance

15

90

Depreciation

16

62

1

7

Fuel

Taxes, other than income
Total Operating Expenses

142
$

Total

264

99

159
$

(159)

117

—

11

9

—

9

105

13

99

112

78

10

60

70

8

—

9

9

301
$

105

149
$

265

168
$

2019 Six Months
Adjusted Gross
Margins
Operating Revenues

$

856

—

(168)

317
$

97

2018 Six Months
Operating
Income (b)

Other (a)
$

117

$

Adjusted Gross
Margins

856

$

885

Operating
Income (b)

Other (a)
$

—

$

885

Operating Expenses
Fuel

215

—

215

252

—

252

Energy purchases, including affiliate

29

—

29

25

—

25

Other operation and maintenance

28

185

213

29

188

217

Depreciation

27

123

150

19

119

138

1

16

17

1

16

17

Taxes, other than income
Total Operating Expenses
Total

300
$

556

324
$

(324)

(a)Represents amounts excluded from Adjusted Gross Margins.
(b)As reported on the Statements of Income.
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559

323
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(323)
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Financial Condition
The remainder of this Item 2 in this Form 10-Q is presented on a combined basis, providing information, as applicable, for all Registrants.
Liquidity and Capital Resources
(All Registrants)
The Registrants had the following at:
PPL (a)

PPL Electric

LKE

LG&E

KU

June 30, 2019
Cash and cash equivalents

$

406

Short-term debt
Long-term debt due within one year

$

20

$

32

$

9

$

23

1,636

185

96

96

—

136

—

136

40

96

—

203

—

—

Notes payable with affiliates

December 31, 2018
Cash and cash equivalents

$

621

Short-term debt
Long-term debt due within one year

$

267

$

24

$

10

$

14

1,430

—

514

279

235

530

—

530

434

96

—

113

—

—

Notes payable with affiliates

(a)At June 30, 2019, $21 million of cash and cash equivalents were denominated in GBP. If these amounts would be remitted as dividends, PPL would not anticipate an incremental U.S. tax cost.
See Note 6 to the Financial Statements in PPL's 2018 Form 10-K for additional information on undistributed earnings of WPD.

Net cash provided by (used in) operating, investing and financing activities for the six month periods ended June 30, and the changes between periods, were
as follows.
PPL

PPL Electric

LKE

LG&E

KU

2019
Operating activities

$

Investing activities

1,070

$

(1,479)

Financing activities

198

314

$

445

$

258

$

270

(530)

(530)

(224)

(305)

(31)

93

(35)

44

2018
Operating activities

$

Investing activities

1,325

$

(1,649)

Financing activities

695

364

$

440

$

255

(521)

(564)

(296)

597

133

45

$

274
(266)
(3)

Change - Cash Provided (Used)
Operating activities

$

(255)

Investing activities

170

Financing activities

(497)

$

(50)
(9)
(628)

$

5

$

3

$

34

72

(39)

(40)

(80)

47

Operating Activities
The components of the change in cash provided by (used in) operating activities for the six months ended June 30, 2019 compared with 2018 were as
follows.
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PPL

PPL Electric

LKE

LG&E

KU

Change - Cash Provided (Used)
Net income

$

Non-cash components
Working capital
Defined benefit plan funding
Other operating activities
$

Total

(60)

$

(8)

$

2

$

(14)

$

(6)
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1

44

23

34

(226)

(49)

(126)

(67)

(72)

(1)

7

94

53

50

(74)

(1)

(9)

8

(10)

(255)

$

(50)

$

5

$

3

$

(4)

(PPL)
PPL's cash provided by operating activities in 2019 decreased $255 million compared with 2018.
• Net income decreased $60 million between the periods and included an increase in non-cash charges of $106 million. The increase in non-cash
charges was primarily due to an increase in unrealized losses on hedging activities and an increase in depreciation expense (primarily due to
additional assets placed into service, related to the ongoing efforts to ensure the reliability of the delivery system and the replacement of aging
infrastructure, net of retirements) partially offset by an increase in the U.K. net periodic defined benefit credits (primarily due to lower levels of
unrecognized losses being amortized) and a decrease in deferred income taxes (primarily due to book versus tax plant timing differences).
•

The $226 million decrease in cash from changes in working capital was primarily due to an increase in net regulatory assets and liabilities (primarily
due to the impact of the TCJA and timing of rate recovery mechanisms), a decrease in other current liabilities (primarily due to timing of payments),
an increase in accounts receivable (primarily due to timing of receipts), an increase in unbilled revenues (primarily due to weather and higher rates),
and an increase in prepayments (primarily due to timing of payments).

•

The $74 million decrease in cash provided by other operating activities was primarily due to the $65 million transfer of excess benefits funds, in
2018, related to the favorable private letter ruling received by PPL from the IRS permitting a transfer of excess funds from the PPL Bargaining Unit
Retiree Health Plan VEBA to a new subaccount within the VEBA, to be used to pay for medical claims of active bargaining unit employees.

(PPL Electric)
PPL Electric's cash provided by operating activities in 2019 decreased $50 million compared with 2018.
• Net income decreased $8 million between the periods and included an increase in non-cash components of $1 million. The increase in non-cash
components was due to an $18 million increase in depreciation expense (primarily due to additional assets placed into service, related to the ongoing
efforts to ensure reliability of the delivery system and the replacement of aging infrastructure as well as the roll-out of the Act 129 Smart Meter
program) partially offset by a $17 million decrease in deferred income taxes (due to book versus tax plant timing differences and Federal net
operating losses, partially offset by a book to tax timing difference related to the TCJA regulatory liability).
•

The $49 million decrease in cash from changes in working capital was primarily due to an increase in accounts receivable (primarily due to timing
of receipts), an increase in prepayments (primarily due to an increase in the 2019 gross receipts tax prepayment compared to 2018 and a 2018 state
income tax overpayment to be applied to the 2019 state income tax liability), and an increase in net regulatory assets and liabilities (due to timing of
rate recovery mechanisms), partially offset by an increase in accounts payable (primarily due to timing of payments).

•

Defined benefit plan funding was $7 million lower in 2019.

•

The $1 million decrease in cash provided by other operating activities was primarily due to a decrease in non-current regulatory liabilities (primarily
due to a $37 million TCJA liability in 2018), partially offset by a decrease in non-current regulatory assets (due to timing of rate recovery
mechanisms, amortization of storm costs incurred in the prior year and $21 million of storm costs incurred in 2018).

(LKE)
LKE's cash provided by operating activities in 2019 increased $5 million compared with 2018.
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•

Net income increased $2 million between the periods and included an increase in non-cash charges of $44 million. The increase in non-cash charges
was primarily driven by an increase in depreciation expense (primarily due to higher depreciation rates and additional assets placed into service, net
of retirements) and deferred income tax expense (primarily due to book versus tax plant timing differences, partially offset by a deferred tax benefit
related to a Kentucky recycling credit).

•

The decrease in cash from changes in working capital was primarily driven by an increase in net regulatory assets and liabilities (primarily due to
the impact of the TCJA and timing of rate recovery mechanisms), an increase in unbilled revenues (primarily due to weather and higher retail rates
effective May 1, 2019) and a decrease in accounts payable (primarily due to timing of payments), partially offset by an increase in other current
liabilities (primarily due to timing of payments).

•

Defined benefit plan funding was $94 million lower in 2019.

•

The decrease in cash from LKE's other operating activities was primarily driven by an increase in ARO expenditures.

(LG&E)
LG&E's cash provided by operating activities in 2019 increased $3 million compared with 2018.
• Net income decreased $14 million between the periods and included an increase in non-cash charges of $23 million. The increase in non-cash
charges was primarily driven by an increase in depreciation expense (primarily due to higher depreciation rates and additional assets placed into
service, net of retirements) and deferred income tax expense (primarily due to book versus tax plant timing differences).
•

The decrease in cash from changes in working capital was primarily driven by an increase in net regulatory assets and liabilities (primarily due to
the impact of the TCJA and the timing of rate recovery mechanisms) and an increase in unbilled revenues (primarily due to weather and higher retail
rates effective May 1, 2019).

•

Defined benefit plan funding was $53 million lower in 2019.

(KU)
KU's cash provided by operating activities in 2019 decreased $4 million compared with 2018.
• Net income decreased $6 million between the periods and included an increase in non-cash charges of $34 million. The increase in non-cash charges
was primarily driven by an increase in deferred income tax expense (primarily due to book versus tax plant timing differences) and depreciation
expense (primarily due to higher depreciation rates and additional assets placed into service, net of retirements).
•

The decrease in cash from changes in working capital was primarily driven by an increase in net regulatory assets and liabilities (primarily due to
the impact of the TCJA and the timing of rate recovery mechanisms), an increase in unbilled revenues (primarily due to weather and higher retail
rates effective May 1, 2019), and a decrease in accounts payable (primarily due to timing of payments), partially offset by an increase in other
current liabilities (primarily due to timing of payments) and a decrease in accounts receivable (primarily due to weather).

•

Defined benefit plan funding was $50 million lower in 2019.

•

The decrease in cash from KU's other operating activities was primarily driven by an increase in ARO expenditures.

Investing Activities
(All Registrants)
Expenditures for Property, Plant and Equipment
Investment in PP&E is the primary investing activity of the Registrants. The change in cash used in expenditures for PP&E for the six months ended June 30,
2019 compared with 2018 was as follows.
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PPL
Decrease (Increase)

$

PPL Electric
53

$

LKE

(15)

LG&E

$

34

$

KU
72

$

(39)

For PPL, the decrease in expenditures was due to lower project expenditures at WPD, LKE and LG&E, partially offset by higher project expenditures at PPL
Electric and KU. The decrease in expenditures at WPD was primarily due to a decrease in expenditures to enhance system reliability and a decrease in
foreign currency exchange rates. The decrease in expenditures at LKE was primarily due to decreased spending for environmental water projects at LG&E's
Mill Creek and Trimble County plants and KU's Ghent plant, offset by spending on various other projects at KU that are not individually significant. The
increase in project expenditures for PPL Electric was primarily due to an increase in capital spending related to the ongoing efforts to improve reliability and
replace aging infrastructure.

Financing Activities
(All Registrants)
The components of the change in cash provided by (used in) financing activities for the six months ended June 30, 2019 compared with 2018 were as
follows.
PPL

PPL Electric

LKE

LG&E

KU

Change - Cash Provided (Used)
Debt issuance/retirement, net

$

Debt issuance/retirement with affiliate, net
Stock issuances/redemptions, net
Dividends

$

(398)

Change in short-term debt, net
Notes payable with affiliate
Other financing activities

405

$

99

$

306

—

(250)

—

—

(112)

—

—

—

—

7

—

10

45

—

(425)

87

(18)

23

(582)

185

(490)

(167)

(323)

—

—

216

—

—

(2)
$

$

—

(36)

Capital contributions/distributions, net

Total

235

(497)

3
$

(628)

(8)
$

(40)

(4)
$

(80)

(4)
$

47

See Note 8 to the Financial Statements in this Form 10-Q for information on 2019 short-term and long-term debt activity, equity transactions and PPL
dividends. See Note 8 to the Financial Statements in the Registrants' 2018 Form 10-K for information on 2018 activity.
Credit Facilities
The Registrants maintain credit facilities to enhance liquidity, provide credit support and provide a backstop to commercial paper programs. Amounts
borrowed under these credit facilities are reflected in "Short-term debt" on the Balance Sheets. At June 30, 2019, the total committed borrowing capacity
under credit facilities and the borrowings under these facilities were:
External

Committed
Capacity
PPL Capital Funding Credit Facilities

$

1,550

Letters of
Credit
and
Commercial
Paper Issued

Borrowed
$

—

$

1,029

Unused
Capacity
$

521

PPL Electric Credit Facility

650

—

186

464

LG&E Credit Facilities

500

—

96

404

598

—

198

400

1,098

—

294

804

KU Credit Facilities
Total LKE
Total U.S. Credit Facilities (a)
Total U.K. Credit Facilities (b)

111

$

3,298

$

—

$

1,509

$

1,789

£

1,055

£

272

£

—

£

783
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(a)The commitments under the U.S. credit facilities are provided by a diverse bank group, with no one bank and its affiliates providing an aggregate commitment of more than the following
percentages of the total committed capacity: PPL - 10%, PPL Electric - 6%, LKE - 22%, LG&E - 7% and KU - 37%.
(b)The amounts borrowed at June 30, 2019 were a USD-denominated borrowing of $200 million and GBP-denominated borrowings of £114 which equated to $143 million. At June 30, 2019, the
USD equivalent of unused capacity under the U.K. committed credit facilities was $989 million.
The commitments under the U.K. credit facilities are provided by a diverse bank group, with no one bank providing more than 13% of the total committed capacity.

See Note 8 to the Financial Statements for further discussion of the Registrants' credit facilities.
Intercompany (LKE, LG&E and KU)
Committed
Capacity
LKE Credit Facility

$

375

Non-affiliate Used
Capacity

Borrowed
$

203

$

—

Unused
Capacity
$

172

LG&E Money Pool (a)

500

—

96

404

KU Money Pool (a)

500

—

—

500

(a)LG&E and KU participate in an intercompany money pool agreement whereby LKE, LG&E and/or KU make available funds up to $500 million at an interest rate based on a market index of
commercial paper issues. However, the FERC has issued a maximum aggregate short-term debt limit for each utility at $500 million from all covered sources.

See Note 12 to the Financial Statements for further discussion of intercompany credit facilities.

Commercial Paper (All Registrants)
PPL, PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund short-term liquidity needs, as
necessary. Commercial paper issuances, included in "Short-term debt" on the Balance Sheets, are supported by the respective Registrant's credit facility. The
following commercial paper programs were in place at June 30, 2019:
Commercial
Paper
Issuances

Capacity
PPL Capital Funding

$

1,500

$

1,014

Unused
Capacity
$

486

PPL Electric

650

185

465

LG&E

350

96

254

KU

350

—

350

Total LKE

700
$

Total PPL

2,850

96
$

1,295

604
$

1,555

Long-term Debt (All Registrants)
See Note 8 to the Financial Statements for information regarding the Registrants’ long-term debt activities.
(PPL)
Equity Securities Activities
ATM
In February 2018, PPL entered into an equity distribution agreement, pursuant to which PPL may sell, from time to time, up to an aggregate of $1.0 billion of
its common stock through an at-the-market offering program; including a forward sales component. The compensation paid to the selling agents by PPL may
be up to 2% of the gross offering proceeds of the shares. There were no issuances under the ATM program for the three and six months ended June 30, 2019.
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Common Stock Dividends
In May 2019, PPL declared a quarterly common stock dividend, payable July 1, 2019, of 41.25 cents per share (equivalent to $1.65 per annum). Future
dividends, declared at the discretion of the Board of Directors, will depend upon future earnings, cash flows, financial and legal requirements and other
factors.

Rating-Agency
Actions
---- ----(All Registrants)
Moody's and S&P periodically review the credit ratings of the debt of the Registrants and their subsidiaries. Based on their respective independent reviews,
the rating agencies may make certain ratings revisions or ratings affirmations.
A credit rating reflects an assessment by the rating agency of the creditworthiness associated with an issuer and particular securities that it issues. The credit
ratings of the Registrants and their subsidiaries are based on information provided by the Registrants and other sources. The ratings of Moody's and S&P are
not a recommendation to buy, sell or hold any securities of the Registrants or their subsidiaries. Such ratings may be subject to revisions or withdrawal by the
agencies at any time and should be evaluated independently of each other and any other rating that may be assigned to the securities.
The credit ratings of the Registrants and their subsidiaries affect their liquidity, access to capital markets and cost of borrowing under their credit facilities. A
downgrade in the Registrants' or their subsidiaries' credit ratings could result in higher borrowing costs and reduced access to capital markets. The
Registrants and their subsidiaries have no credit rating triggers that would result in the reduction of access to capital markets or the acceleration of maturity
dates of outstanding debt.
The rating agencies have taken the following actions related to the Registrants and their subsidiaries during 2019:
(PPL, LKE and LG&E)
In March 2019, Moody’s and S&P assigned ratings of A1 and A to LG&E’s $400 million 4.25% First Mortgage Bonds due 2049. The bonds were issued
April 1, 2019.
In March 2019, Moody’s and S&P assigned ratings of A1 and A to the County of Jefferson, Kentucky’s $128 million 1.85% Pollution Control Revenue
Bonds, 2001 Series A (Louisville Gas and Electric Company Project), due 2033, previously issued on behalf of LG&E. The bonds were remarketed April 1,
2019.
In May 2019, Moody's assigned a rating of A1, and in June 2019, S&P assigned a rating of A to LG&E's $31 million 1.65% Series A Environmental
Facilities Revenue Refunding Bonds due 2033. The bonds were remarketed June 1, 2019.
In May 2019, Moody's assigned a rating of A1, and in June 2019, S&P assigned a rating of A to LG&E's $35 million 1.65% Series B Environmental
Facilities Revenue Refunding Bonds due 2033. The bonds were remarketed June 1, 2019.
(PPL, LKE and KU)
In March 2019, Moody’s assigned a rating of A1 and S&P confirmed its rating of A to KU’s $300 million 4.375% First Mortgage Bonds due 2045. The
bonds were issued April 1, 2019.
Ratings Triggers
(PPL, LKE, LG&E and KU)
Various derivative and non-derivative contracts, including contracts for the sale and purchase of electricity and fuel, commodity transportation and storage,
interest rate and foreign currency instruments (for PPL), contain provisions that require the posting of additional collateral or permit the counterparty to
terminate the contract, if PPL's, LKE's, LG&E's or KU's or their subsidiaries' credit rating, as applicable, were to fall below investment grade. See Note 15 to
the Financial Statements for a discussion of "Credit Risk-Related Contingent Features," including a discussion of the potential additional collateral
requirements for PPL, LKE and LG&E for derivative contracts in a net liability position at June 30, 2019.
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(All Registrants)
For additional information on the Registrants' liquidity and capital resources, see "Item 7. Combined Management's Discussion and Analysis of Financial
Condition and Results of Operations," in the Registrants' 2018 Form 10-K.
Risk Management
Market Risk
(All Registrants)
See Notes 14 and 15 to the Financial Statements for information about the Registrants' risk management objectives, valuation techniques and accounting
designations.
The forward-looking information presented below provides estimates of what may occur in the future, assuming certain adverse market conditions and model
assumptions. Actual future results may differ materially from those presented. These are not precise indicators of expected future losses, but are rather only
indicators of possible losses under normal market conditions at a given confidence level.
Interest Rate Risk
The Registrants and their subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. The Registrants and their subsidiaries
utilize various financial derivative instruments to adjust the mix of fixed and floating interest rates in their debt portfolios, adjust the duration of their debt
portfolios and lock in benchmark interest rates in anticipation of future financing, when appropriate. Risk limits under the risk management program are
designed to balance risk exposure to volatility in interest expense and changes in the fair value of the debt portfolios due to changes in the absolute level of
interest rates. In addition, the interest rate risk of certain subsidiaries is potentially mitigated as a result of the existing regulatory framework or the timing of
rate cases.
The following interest rate hedges were outstanding at June 30, 2019.
Effect of a
10% Adverse
Movement
in Rates (b)

Fair Value,
Net - Asset
(Liability) (a)

Exposure
Hedged

Maturities
Ranging
Through

PPL
Cash flow hedges
Interest rate swaps (c)

$

Cross-currency swaps (c)

316

$

(8)

$

(4)

2031

702

163

(18)

2028

147

(24)

(1)

2033

147

(24)

(1)

2033

147

(24)

(1)

2033

Economic hedges
Interest rate swaps (d)
LKE
Economic hedges
Interest rate swaps (d)
LG&E
Economic hedges
Interest rate swaps (d)

(a)Includes accrued interest, if applicable.
(b)Effects of adverse movements decrease assets or increase liabilities, as applicable, which could result in an asset becoming a liability. Sensitivities represent a 10% adverse movement in interest
rates, except for cross-currency swaps which also includes a 10% adverse movement in foreign currency exchange rates.
(c)Changes in the fair value of these instruments are recorded in equity and reclassified into earnings in the same period during which the item being hedged affects earnings.
(d)Realized changes in the fair value of such economic hedges are recoverable through regulated rates and any subsequent changes in the fair value of these derivatives are included in regulatory
assets or regulatory liabilities.

The Registrants are exposed to a potential increase in interest expense and to changes in the fair value of their debt portfolios. The estimated impact of a 10%
adverse movement in interest rates on interest expense at June 30, 2019 was insignificant for
114

Table of Contents

PPL, PPL Electric, LKE, LG&E and KU. The estimated impact of a 10% adverse movement in interest rates on the fair value of debt at June 30, 2019 is
shown below.
10% Adverse
Movement
in Rates
PPL

$

672

PPL Electric

180

LKE

205

LG&E

87

KU

106

Foreign Currency Risk (PPL)
PPL is exposed to foreign currency risk primarily through investments in and earnings of U.K. affiliates. Under its risk management program, PPL may enter
into financial instruments to hedge certain foreign currency exposures, including translation risk of expected earnings, firm commitments, recognized assets
or liabilities, anticipated transactions and net investments.
The following foreign currency hedges were outstanding at June 30, 2019.

Fair Value,
Net - Asset
(Liability)

Exposure
Hedged
Economic hedges (b)

£

1,154

Effect of a
10%
Adverse
Movement
in Foreign
Currency
Exchange
Rates (a)

$

180

$

(126)

Maturities
Ranging
Through
2020

(a)Effects of adverse movements decrease assets or increase liabilities, as applicable, which could result in an asset becoming a liability.
(b)To economically hedge the translation risk of expected earnings denominated in GBP.

(All Registrants)
Commodity Price Risk
PPL is exposed to commodity price risk through its domestic subsidiaries as described below.
•PPL Electric is required to purchase electricity to fulfill its obligation as a PLR. Potential commodity price risk is insignificant and mitigated through its
PUC-approved cost recovery mechanism and full-requirement supply agreements to serve its PLR customers which transfer the risk to energy suppliers.
•LG&E's and KU's rates include certain mechanisms for fuel, fuel-related expenses and energy purchases. In addition, LG&E's rates include a mechanism for
natural gas supply expenses. These mechanisms generally provide for timely recovery of market price fluctuations associated with these expenses.
Volumetric Risk
PPL is exposed to volumetric risk through its subsidiaries as described below.
•WPD is exposed to volumetric risk which is significantly mitigated as a result of the method of regulation in the U.K. Under the RIIO-ED1 price control
regulations, recovery of such exposure occurs on a two year lag. See Note 1 in PPL's 2018 Form 10-K for additional information on revenue recognition
under RIIO-ED1.
•PPL Electric, LG&E and KU are exposed to volumetric risk on retail sales, mainly due to weather and other economic conditions for which there is limited
mitigation between rate cases.
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Credit Risk (All Registrants)
See Notes 14 and 15 to the Financial Statements in this Form 10-Q and "Item 7. Combined Management's Discussion and Analysis of Financial Condition
and Results of Operations - Financial Condition - Risk Management - Credit Risk" in the Registrants' 2018 Form 10-K for additional information.
Foreign Currency Translation (PPL)
The value of the British pound sterling fluctuates in relation to the U.S. dollar. Changes in this exchange rate resulted in a foreign currency translation loss of
$84 million for the six months ended June 30, 2019, which primarily reflected a $125 million decrease to PP&E, a $23 million decrease to goodwill and an
$9 million decrease to other net assets, partially offset by a $73 million decrease to long-term debt. Changes in this exchange rate resulted in a foreign
currency translation loss of $143 million for the six months ended June 30, 2018, which primarily reflected a $227 million decrease to PP&E, a $45 million
decrease to goodwill and a $2 million increase to other net liabilities, partially offset by a $131 million decrease to long-term debt. The impact of foreign
currency translation is recorded in AOCI.
Related Party Transactions (All Registrants)
The Registrants are not aware of any material ownership interests or operating responsibility by senior management in outside partnerships, including leasing
transactions with variable interest entities, or other entities doing business with the Registrants. See Note 12 to the Financial Statements for additional
information on related party transactions for PPL Electric, LKE, LG&E and KU.
Acquisitions, Development and Divestitures (All Registrants)
The Registrants from time to time evaluate opportunities for potential acquisitions, divestitures and development projects. Development projects are
reexamined based on market conditions and other factors to determine whether to proceed with, modify or terminate the projects. Any resulting transactions
may impact future financial results.

Capacity Needs (PPL, LKE, LG&E and KU)
As a result of environmental requirements and energy efficiency measures, KU retired two older coal-fired electricity generating units at the E.W. Brown
plant in February 2019 with a combined summer rating capacity of 272 MW. Despite the retirement of these units, LG&E and KU maintain sufficient
generating capacity to serve their load.
Environmental Matters
(All Registrants)
Extensive federal, state and local environmental laws and regulations are applicable to PPL's, PPL Electric's, LKE's, LG&E's and KU's air emissions, water
discharges and the management of hazardous and solid waste, as well as other aspects of the Registrants' businesses. The cost of compliance or alleged noncompliance cannot be predicted with certainty but could be significant. In addition, costs may increase significantly if the requirements or scope of
environmental laws or regulations, or similar rules, are expanded or changed. Costs may take the form of increased capital expenditures or operating and
maintenance expenses, monetary fines, penalties or other restrictions. Many of these environmental law considerations are also applicable to the operations of
key suppliers, or customers, such as coal producers and industrial power users, and may impact the cost for their products or their demand for the Registrants'
services. Increased capital and operating costs are subject to rate recovery. PPL, PPL Electric, LKE, LG&E and KU can provide no assurances as to the
ultimate outcome of future environmental or rate proceedings before regulatory authorities.
See below for further discussion of the EPA's CCR Rule and Note 11 to the Financial Statements for a discussion of other significant environmental matters
including Legal Matters, NAAQS, Climate Change, and ELGs. Additionally, see "Item 1. Business - Environmental Matters" in the Registrants' 2018 Form
10-K for additional information.
EPA’s CCR Rule (PPL, LKE, LG&E and KU)
Over the next several years, LG&E and KU anticipate undertaking extensive measures, including significant capital expenditures, in complying with the
provisions of the EPA's CCR Rule. Although LG&E and KU have identified compliance
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strategies and are finalizing closure plans and schedules as required by the CCR Rule, remaining regulatory uncertainties could substantially impact current
plans. As a result of a judicial settlement, legislative amendments, and the EPA's review of the current program, the EPA is in the process of undertaking
significant revisions to the CCR Rule. In July 2018, the EPA published certain amendments to the CCR Rule which include extending the deadline for
commencement of closure of certain impoundments from April 2019 to October 31, 2020. The EPA has announced that additional amendments to the rule
will be proposed. In August 2018, the D.C. Circuit Court of Appeals vacated and remanded portions of the CCR Rule, including the provisions allowing
unlined impoundments to continue operating and provisions exempting certain inactive impoundments from regulation. The exact impact of the judicial
decision will be highly dependent on the EPA's rulemaking actions on remand and any subsequent legal challenges. LG&E and KU are evaluating the
specific plan impacts of developments to date and will continue to monitor the EPA's ongoing regulatory proceedings.
In connection with the CCR Rule, LG&E and KU have recorded adjustments to existing AROs beginning in 2015 and continue to record adjustments as
required. See Note 19 to the Financial Statements in the Registrants’ 2018 Form 10-K for additional information on AROs. LG&E and KU continue to
perform technical evaluations related to their plans to close impoundments at all of their generating plants. Although LG&E and KU believe their recorded
liabilities appropriately reflect their obligations under current rules, changes to current compliance strategies as a result of ongoing regulatory proceedings or
other developments could result in additional closure costs. It is not currently possible to determine the magnitude of any potential cost increases related to
changes in compliance strategies or plans, and the timing of future cash outflows are indeterminable at this time. As rules are revised, technical evaluations
are completed, and the timing and details of impoundment closures develop further on a plant by-plant basis, LG&E and KU will update their cost estimates
and record any changes as necessary to their ARO liability, which could be material. These costs are subject to rate recovery.

New Accounting Guidance (All Registrants)
See Notes 2 and 18 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.
Application of Critical Accounting Policies (All Registrants)
------------------Financial condition and results of operations are impacted by the methods, assumptions and estimates used in the application of critical accounting policies.
The following table summarizes the accounting policies by Registrant that are particularly important to an understanding of the reported financial condition
or results of operations, and require management to make estimates or other judgments of matters that are inherently uncertain. See "Item 7. Combined
Management's Discussion and Analysis of Financial Condition and Results of Operations" in the Registrants' 2018 Form 10-K for a discussion of each
critical accounting policy.
PPL
PPL

Electric

LKE

LG&E

KU

Defined Benefits

X

X

X

X

X

Income Taxes

X

X

X

X

X

Regulatory Assets and Liabilities

X

X

X

X

X

Price Risk Management

X

Goodwill Impairment

X

X

X

X

AROs

X

X

X

X

X

X

X

Revenue Recognition - Unbilled Revenue
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PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

Item 3. Quantitative and Qualitative Disclosures About Market Risk
Reference is made to "Risk Management" in "Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations."
Item 4. Controls and Procedures
(a) Evaluation of disclosure controls and procedures.
The Registrants' principal executive officers and principal financial officers, based on their evaluation of the Registrants' disclosure controls and
procedures (as defined in Rules 13a-15(e) or 15d-15(e) of the Securities Exchange Act of 1934) have concluded that, as of June 30, 2019, the
Registrants' disclosure controls and procedures are effective to ensure that material information relating to the Registrants and their consolidated
subsidiaries is recorded, processed, summarized and reported within the time periods specified by the SEC's rules and forms, particularly during the
period for which this quarterly report has been prepared. The aforementioned principal officers have concluded that the disclosure controls and
procedures are also effective to ensure that information required to be disclosed in reports filed under the Exchange Act is accumulated and
communicated to management, including the principal executive and principal financial officers, to allow for timely decisions regarding required
disclosure.
(b) Change in internal controls over financial reporting.
The Registrants' principal executive officers and principal financial officers have concluded that there were no changes in the Registrants' internal
controls over financial reporting during the Registrants' second fiscal quarter that have materially affected, or are reasonably likely to materially
affect, the Registrants' internal control over financial reporting.
PART II. OTHER INFORMATION
Item 1. Legal Proceedings
For information regarding legal, tax, regulatory, environmental or other administrative proceedings that became reportable events or were pending in the
second quarter of 2019 see:
•
•

"Item 3. Legal Proceedings" in each Registrant's 2018 Form 10-K; and
Notes 6, 7 and 11 to the Financial Statements.

Item 1A. Risk Factors
There have been no material changes in the Registrants' risk factors from those disclosed in "Item 1A. Risk Factors" of the Registrants' 2018 Form 10-K.
Item 4. Mine Safety Disclosures
Not applicable.
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Item 6. Exhibits
The following Exhibits indicated by an asterisk preceding the Exhibit number are filed herewith. The balance of the Exhibits has heretofore been filed with
the Commission and pursuant to Rule 12(b)-23 are incorporated herein by reference. Exhibits indicated by a [_] are filed or listed pursuant to Item 601(b)(10)
(iii) of Regulation S-K.

*10(a)

- £50,000,000 Facility Agreement dated as of June 7, 2019, among Western Power Distribution plc, as the Borrower, National
Westminster Bank plc as Original Lender, and National Westminster Bank plc as Agent

Certifications pursuant to Section 302 of the Sarbanes-Oxley-----Act of 2002,------for the quarterly-period
ended June 30,--2019,---filed by the following officers for
---------the following companies:
*31(a)

- PPL Corporation's principal executive officer

*31(b)

- PPL Corporation's principal financial officer

*31(c)

- PPL Electric Utilities Corporation's principal executive officer

*31(d)

- PPL Electric Utilities Corporation's principal financial officer

*31(e)

- LG&E and KU Energy LLC's principal executive officer

*31(f)

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

*31(g)

- Louisville Gas and Electric Company's principal executive officer

*31(h)

- Louisville Gas and Electric Company's principal financial officer

*31(i)

- Kentucky Utilities Company's principal executive officer

*31(j)

- Kentucky Utilities Company's principal financial officer

Certifications pursuant to Section 906 of the Sarbanes-Oxley-----Act of 2002,------for the quarterly-period
ended June 30, 2019, furnished by the following officers
---------for the following companies:
*32(a)

- PPL Corporation's principal executive officer and principal financial officer

*32(b)

- PPL Electric Utilities Corporation's principal executive officer and principal financial officer

*32(c)

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

*32(d)

- Louisville Gas and Electric Company's principal executive officer and principal financial officer

*32(e)

- Kentucky Utilities Company's principal executive officer and principal financial officer

101.INS

- XBRL Instance Document - the instance document does not appear in the Interactive Data File because its XBRL tags are
embedded within the Inline XBRL document.

101.SCH

- XBRL Taxonomy Extension Schema

101.CAL

- XBRL Taxonomy Extension Calculation Linkbase

101.DEF

- XBRL Taxonomy Extension Definition Linkbase

101.LAB

- XBRL Taxonomy Extension Label Linkbase

101.PRE

- XBRL Taxonomy Extension Presentation Linkbase

104

- The Cover Page Interactive Data File is formatted as Inline XBRL and contained in Exhibits 101.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrants have duly caused this report to be signed on their behalf by the
undersigned thereunto duly authorized. The signature for each undersigned company shall be deemed to relate only to matters having reference to such
company or its subsidiaries.

PPL Corporation
(Registrant)

Date:

August 6, 2019

/s/ Marlene C. Beers
Marlene C. Beers
Vice President and Controller
(Principal Accounting Officer)

PPL Electric Utilities Corporation
(Registrant)

Date:

August 6, 2019

/s/ Stephen K. Breininger
Stephen K. Breininger
Vice President-Finance and Regulatory Affairs and
Controller
(Principal Financial Officer and Principal Accounting
Officer)

LG&E and KU Energy LLC
(Registrant)
Louisville Gas and Electric Company
(Registrant)
Kentucky Utilities Company
(Registrant)

Date:

August 6, 2019

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer and Principal Accounting
Officer)
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THIS AGREEMENT is dated 7 June 2019
BETWEEN:
(1)

WESTERN POWER DISTRIBUTION PLC (registered number 09223384) (the “Borrower”);

(2)

NATIONAL WESTMINSTER BANK PLC as original lender (the “Original Lender”); and

(3)

NATIONAL WESTMINSTER BANK PLC as agent of the other Finance Parties (the “Agent”).

IT IS AGREED as follows:
1.

INTERPRETATION

1.1

Definitions
In this Agreement:
“Acceptable Bank” means a bank or financial institution which has a rating for its long-term unsecured and non credit-enhanced debt
obligations of A- or higher by Standard & Poor’s Rating Services or A- or higher by Fitch Ratings Ltd or A3 or higher by Moody’s
Investors Service Limited or a comparable rating from an internationally recognised credit rating agency.
“Acceptable Jurisdiction” means:
(a)

the United States of America;

(b)

the United Kingdom; or

(c)

any other member state of the European Union or any Participating Member State where such country has long term sovereign
credit rating of AA or higher by Standard & Poor’s Rating Services or Aa2 or higher from Moody’s Investors Service Limited
or AA or higher from Fitch Ratings Ltd.

“Act” means the Electricity Act 1989 and, unless the context otherwise requires, all subordinate legislation made pursuant thereto.
“Affiliate” means, in relation to any person, a Subsidiary of that person or a Holding Company of that person or any other Subsidiary
of that Holding Company.
“Applicable Accounting Principles” means those accounting principles, standards and practices generally accepted in the United
Kingdom and the accounting and reporting requirements of the Companies Act 2006, in each case as used in the Original Financial
Statements.
“Assignment Agreement” means an agreement substantially in the form set out in Schedule 5 (Form of Assignment Agreement) or any
other form agreed between the relevant assignor and assignee.
“Authority” means The Gas and Electricity Markets Authority established under Section 1 of the Utilities Act 2000.

“Availability Period” means the period from and including the date of this Agreement to and including the date falling 10 Business
Days after the date of this Agreement.
“Available Commitment” means a Lender’s Commitment minus:
(a)

the amount (if any) of its participation in any outstanding Loan; and

(b)

in relation to any proposed Loan, the amount of its participation in any Loan that is due to be made on or before the proposed
Drawdown Date.

“Available Facility” means the aggregate for the time being of each Lender’s Available Commitment.
“Balancing and Settlement Code” means the document, as modified from time to time, setting out the electricity balancing and
settlement arrangements designated by the Secretary of State and adopted by The National Grid Company plc (Registered No.
2366977) or its successor pursuant to its transmission licence.
“Bank Levy” means any amount payable by a Finance Party or any of its Affiliates on the basis of, or in relation to, its balance sheet or
capital base or any part of that person or its liabilities or minimum regulatory capital or any combination thereof (including the United
Kingdom bank levy as set out in the Finance Act 2011 (as amended), the French taxe de risque systémique as set out in Article 235 ter
ZE of the French Tax Code and the French taxe pour le financement du fonds de soutien aux collectivités territoriales as set out in
Article 235 ter ZE bis of the French Tax Code, the German bank levy as set out in the German Restructuring Fund Act 2010
(Restrukturierungsfondsgesetz) and the Dutch bankenbelasting as set out in the Dutch bank levy act (Wet bankenbelasting) or any other
implementing rules connected therewith and any tax in any other jurisdiction levied on a similar basis or for a similar purpose) or any
financial activities taxes (or other taxes) of a kind contemplated in the European Commission consultation paper on financial sector
taxation dated 22 February 2011, in each case which is currently in force or envisaged.
“Basel III” means:
(a)

the agreements on capital requirements, a leverage ratio and liquidity standards contained in “Basel III: A global regulatory
framework for more resilient banks and banking systems”, “Basel III: International framework for liquidity risk measurement,
standards and monitoring” and “Guidance for national authorities operating the countercyclical capital buffer” published by the
Basel Committee on Banking Supervision in December 2010, each as amended, supplemented or restated;

(b)

the rules for global systematically important banks contained in “Global systematically important banks: assessment
methodology and the additional loss absorbency requirement – Rules text” published by the Basel Committee on Banking
Supervision in November 2011, as amended, supplemented or restated; and

(c)

any further guidance or standards published by the Basel Committee on Banking Supervision relating to “Basel III”.

“Blocking Regulation” has the meaning given to that term in Clause 18.18.4 (Sanctions).
“Break Costs” means the amount (if any) by which:

(a)

the interest (excluding the Margin) which a Lender would have received for the period from the date of receipt of any part of its
participation in a Loan or Unpaid Sum to the last day of the applicable Interest Period for that Loan or Unpaid Sum if the
principal or Unpaid Sum received had been paid on the last day of that Interest Period;

exceeds:
(b)

the amount which that Lender would be able to obtain by placing an amount equal to the amount received by it on deposit with
a leading bank for a period starting on the Business Day following receipt or recovery and ending on the last day of the
applicable Interest Period.

“Business Day” means a day (other than a Saturday or a Sunday) on which commercial banks are open for general business in London.
“Calculation Date” means the last day of a Calculation Period, being 31 March or 30 September.
“Calculation Period” means each period of twelve months ending on 31 March or 30 September.
“Cash” has the meaning given to that term in Clause 20 (Financial Covenants).
“Cash Equivalent Investments” has the meaning given to that term in Clause 20 (Financial Covenants).
“Code” means the US Internal Revenue Code of 1986.
“Commitment” means:
(a)

in relation to the Original Lender, the amount set opposite its name under the heading “Commitment” in Schedule 1 (Original
Parties) and the amount of any other Commitment transferred to it under this Agreement; and

(b)

in relation to any other Lender, the amount of any Commitment transferred to it under this Agreement,

to the extent not cancelled, reduced or transferred by it under this Agreement.
“Competitor” means any person that is, or is an Affiliate or Related Fund of, a person that is:
(a)

a competitor of the Group in respect of the Permitted Business; or

(b)

an Infrastructure Equity Investment Fund, provided that in the case of an Affiliate of such a person, any such Affiliate
managed independently of such person and which has appropriate information barriers put in place between it and such a
person will not constitute a “Competitor”.

“Compliance Certificate” means a certificate substantially in the form of Schedule 6 (Form of Compliance Certificate) setting out,
among other things, calculations of the financial covenants.
“Confidential Information” means all information relating to each of the Borrower and its Subsidiaries, PPL Corporation and any of
its Subsidiaries which directly or indirectly holds shares in the Borrower and the directors, officers and employees of any of them (the
“Extended Group”), the Finance Documents or the Facility of which a Finance Party becomes aware in its capacity as, or for the
purpose of becoming, a Finance Party or which is received by a Finance

Party in relation to, or for the purpose of becoming a Finance Party , under the Finance Documents or the Facility from either:
(a)

any member of the Extended Group or any of its advisers; or

(b)

another Finance Party, if the information was obtained by that Finance Party directly or indirectly from any member of the
Extended Group or any of its advisers,

in whatever form, and includes information given orally and any document, electronic file or any other way of representing or
recording information which contains or is derived or copied from such information but excludes:
(i)

(ii)

information that:
(A)

is or becomes public information other than as a direct or indirect result of any breach by that Finance Party of
Clause 32 (Confidentiality and disclosure of information); or

(B)

is identified in writing at the time of delivery as non-confidential by any member of the Extended Group or any
of its advisers; or

(C)

is known by that Finance Party before the date the information is disclosed to it in accordance with paragraphs
(a) or (b) above or is lawfully obtained by that Finance Party after that date, from a source which is, as far as
that Finance Party is aware, unconnected with the Extended Group and which, in either case, as far as that
Finance Party is aware, has not been obtained in breach of, and is not otherwise subject to, any obligation of
confidentiality; and

any Funding Rate.

“Confidentiality Undertaking” means a confidentiality undertaking substantially in a recommended form of the LMA or in any other
form agreed between the Borrower and the Agent.
“Consolidated EBITDA” has the meaning given to that term in Clause 20 (Financial Covenants).
“CRD IV” means:
(a)

Regulation (EU) No. 575/2013 of the European Parliament and of the Council of 26 June 2013 on prudential requirements for
credit institutions and investment firms; and

(b)

Directive 2013/36/EU of the European Parliament and of the Council of 26 June 2013 on access to the activity of credit
institutions and the prudential supervision of credit institutions and investment firms, amending Directive 2002/87/EC and
repealing Directives 2006/48/EC and 2006/49/EC.

“CTA 2009” means the Corporation Tax Act 2009.
“CTA 2010” means the Corporation Tax Act 2010.
“Debt Purchase Transaction” means, in relation to a person, a transaction where such person:
(a)

purchases by way of assignment or transfer;

(b)

enters into any sub-participation in respect of; or

(c)

enters into any other agreement or arrangement having an economic effect substantially similar to a sub-participation in respect
of,

any Commitment or amount outstanding under this Agreement.
“Default” means:
(a)

an Event of Default; or

(b)

an event or circumstance which would be (with the lapse of time, the expiry of a grace period, the giving of notice or the
making of any determination under the Finance Documents or any combination of them) an Event of Default.

“Defaulting Lender” means any Lender:
(a)

which has failed to make its participation in a Loan available or has notified the Agent or the Borrower (which has notified the
Agent) that it will not make its participation in a Loan available by the Drawdown Date in accordance with Clause 5.4
(Advance of Loan);

(b)

which has otherwise rescinded or repudiated a Finance Document;

(c)

with respect to which an Insolvency Event has occurred and is continuing,

unless, in the case of paragraph (a) above:
(i)

its failure to pay is caused by:
(A)

administrative or technical error; or

(B)

a Disruption Event; and

payment is made within three Business Days of its due date; or
(ii)

the relevant Lender is disputing in good faith whether it is contractually obliged to make the payment in question.

“Disruption Event” means either or both of:
(a)

a material disruption to those payment or communications systems or to those financial markets which are, in each case,
required to operate in order for payments to be made in connection with the Facility (or otherwise in order for the transactions
contemplated by the Finance Documents to be carried out) which disruption is not caused by, and is beyond the control of, any
of the Parties; or

(b)

the occurrence of any other event which results in a disruption (of a technical or systems-related nature) to the treasury or
payments operations of a Party preventing that, or any other Party:
(i)

from performing its payment obligations under the Finance Documents; or

(ii)

from communicating with other Parties in accordance with the terms of the Finance Documents,

and which (in either such case) is not caused by, and is beyond the control of, the Party whose operations are disrupted.
“Distribution Companies” means Western Power Distribution (South West) plc, Western Power Distribution (South Wales) plc,
Western Power Distribution (West Midlands) plc and Western Power Distribution (East Midlands) plc and any other distribution
company which is licensed by OFGEM or any successor regulatory body as a distribution network operator and owned (whether
directly or indirectly) by the Borrower from time to time.
“Drawdown Date” means the date on which the Loan is made.
“Eligible Institution” means any Lender or other bank, financial institution, trust, fund or other entity selected by the Borrower.
“Environment” means humans, animals, plants and all other living organisms including the ecological systems of which they form
part and the following media:
(a)

air (including, without limitation, air within natural or man-made structures, whether above or below ground);

(b)

water (including, without limitation, territorial, coastal and inland waters, water under or within land and water in drains and
sewers); and

(c)

land (including, without limitation, land under water).

“Environmental Claim” means any claim, proceeding, formal notice or investigation by any person in respect of any Environmental
Law.
“Environmental Law” means any applicable law or regulation which relates to:
(a)

the pollution or protection of the Environment;

(b)

the conditions of the workplace; or

(c)

the generation, handling, storage, use, release or spillage of any substance which, alone or in combination with any other, is
capable of causing harm to the Environment, including, without limitation, any waste.

“Event of Default” means an event or circumstance specified as such in Clause 22 (Events of Default).
“Existing Lender” has the meaning given to that term in Clause 29.1 (Assignments and transfers by the Lenders).
“Facility” means the term loan facility made available under this Agreement as described in Clause 2.1 (The Facility).
“Facility Office” means the office(s) notified by a Lender to the Agent:
(a)

on or before the date it becomes a Lender; or following that date,

(b)

by not less than five Business Days’ notice,

as the office(s) through which it will perform its obligations under this Agreement.

“FATCA” means:
(a)

sections 1471 to 1474 of the Code or any associated regulations;

(b)

any treaty, law or regulation of any other jurisdiction, or relating to an intergovernmental agreement between the US and any
other jurisdiction, which (in either case) facilitates the implementation of any law or regulation referred to in paragraph (a)
above; or

(c)

any agreement pursuant to the implementation of any treaty, law or regulation referred to in paragraphs (a) or (b) above with
the US Internal Revenue Service, the US government or any governmental or taxation authority in any other jurisdiction.

“FATCA Application Date” means:
(a)

in relation to a “withholdable payment” described in section 1473(1)(A)(i) of the Code (which relates to payments of interest
and certain other payments from sources within the US), 1 July 2014; or

(b)

in relation to a “passthru payment” described in section 1471(d)(7) of the Code not falling within paragraph (a) above, the first
date from which such payment may become subject to a deduction or withholding required by FATCA.

“FATCA Deduction” means a deduction or withholding from a payment under a Finance Document required by FATCA.
“FATCA Exempt Party” means a Party that is entitled to receive payments free from any FATCA Deduction.
“Final Maturity Date” means the date falling five years after the date of this Agreement.
“Finance Document” means:
(a)

this Agreement;

(b)

a Transfer Certificate;

(c)

an Assignment Agreement;

(d)

a Request; or

(e)

any other document designated as such by the Agent and the Borrower.

“Finance Party” means the Agent or a Lender.
“Financial Indebtedness” means any indebtedness for or in respect of:
(a)

moneys borrowed;

(b)

any acceptance credit;

(c)

any bond, note, debenture, loan stock or other similar instrument;

(d)

any redeemable preference share;

(e)

the amount of any liability in respect of any finance or capital lease which would, in accordance with the Applicable
Accounting Principles, be treated as a balance sheet liability;

(f)

receivables sold or discounted (otherwise than on a non-recourse basis);

(g)

the acquisition cost of any asset to the extent payable after its acquisition or possession by the party liable where the deferred
payment is arranged primarily as a method of raising finance or financing the acquisition of that asset;

(h)

any derivative transaction protecting against or benefiting from fluctuations in any rate or price (and, when calculating the
value of any derivative transaction, only the marked to market value (or, if any actual amount is due as a result of the
termination or close-out of that derivative transaction, that amount) shall be taken into account);

(i)

any other transaction (including any forward sale or purchase agreement) of a type not referred to in any other paragraph of this
definition which has the commercial effect of a borrowing;

(j)

any counter-indemnity obligation in respect of any guarantee, indemnity, bond, letter of credit or any other instrument issued
by a bank or financial institution; or

(k)

any guarantee, indemnity or similar assurance against financial loss of any person in respect of any item referred to in
paragraphs (a) to (j) above.

“Funding Rate” means any individual rate notified by a Lender to the Agent pursuant to paragraph (b) of Clause 10.4.1 (Cost of
funds).
“Group” means the Borrower and its Subsidiaries.
“Distressed Debt Fund” means any trust, fund or other entity which is or would reasonably be recognised or categorised as a
“distressed debt fund” by reputable institutions which are prominent participants in the financial markets. Distressed Debt Funds will
be construed so as to include the debt trading desk (or equivalent) operated by a department of a bank or financial institution where that
trading desk would be engaging in trading for or on behalf of an entity which itself constitutes a Distressed Debt Fund.
“Hedge Fund” means a pooled investment vehicle or similar entity that is commonly but not exclusively referred to in the financial
marketplace as a “hedge fund” and having the following characteristics:
(a)

it generally seeks consistent levels of returns regardless of market conditions;

(b)

it generally uses complex strategies (which may include but not be limited to short‑selling, use of leverage and arbitrage and
derivatives transactions) in order to minimise market correlations with the goal of generating high returns (either in an absolute
sense or over a specified market benchmark); and

(c)

it generally is open only to financially sophisticated investors.

Hedge Fund will be construed so as to include “vulture funds” and any pass-through or structured finance vehicles in whatever legal
form which are used by a Hedge Fund as part of structuring an investment.

“Holding Company” means in relation to a person, any other person in respect of which it is a Subsidiary.
“Impaired Agent” means the Agent at any time when:
(a)

it has failed to make (or has notified a Party that it will not make) a payment required to be made by it under the Finance
Documents by the due date for payment;

(b)

the Agent otherwise rescinds or repudiates a Finance Document;

(c)

(if the Agent is also a Lender) it is a Defaulting Lender under paragraph (a), (b) or (c) of the definition of “Defaulting
Lender”; or

(d)

an Insolvency Event has occurred and is continuing with respect to the Agent;

unless, in the case of paragraph (a) above:
(i)

its failure to pay is caused by:
(A)

administrative or technical error; or

(B)

a Disruption Event; and

payment is made within three Business Days of its due date; or
(ii)

the Agent is disputing in good faith whether it is contractually obliged to make the payment in question.

“Increased Cost” means:
(a)

an additional or increased cost;

(b)

a reduction in the rate of return under a Finance Document or on a Lender’s (or its Affiliate’s) overall capital; or

(c)

a reduction of an amount due and payable under any Finance Document,

which is incurred or suffered by a Lender or any of its Affiliates but only to the extent attributable to that Lender having entered into
any Finance Document or funding or performing its obligations under any Finance Document.
“Infrastructure Equity Investment Fund” means an entity, a predominant portion of whose business involves making equity
investments in infrastructure assets (but excluding, for the avoidance of doubt, any entity whose activities are solely the making,
purchasing or investing in loans or debt securities or purely passive equity investments in infrastructure and which is an Affiliate or
Related Fund of an Infrastructure Equity Investment Fund but is managed or controlled independently from such Infrastructure Equity
Investment Fund or has established procedures which will prevent confidential information supplied to such entity from being
transmitted or otherwise made available to such Infrastructure Equity Investment Fund).
"Insolvency Event" in relation to a Finance Party means that the relevant Finance Party:
(a)

is dissolved (other than pursuant to a consolidation, amalgamation or merger);

(b)

becomes insolvent or is unable to pay its debts or fails or admits in writing its inability generally to pay its debts as they
become due;

(c)

makes a general assignment, arrangement or composition with or for the benefit of its creditors;

(d)

institutes or has instituted against it, by a regulator, supervisor or any similar official with primary insolvency, rehabilitative or
regulatory jurisdiction over it in the jurisdiction of its incorporation or organisation or the jurisdiction of its head or home
office, a proceeding seeking a judgment of insolvency or bankruptcy or any other relief under any bankruptcy or insolvency
law or other similar law affecting creditors' rights, or a petition is presented for its winding up or liquidation by it or such
regulator, supervisor or similar official;

(e)

has instituted against it a proceeding seeking a judgment of insolvency or bankruptcy or any other relief under any bankruptcy
or insolvency law or other similar law affecting creditors' rights, or a petition is presented for its winding up or liquidation,
and, in the case of any such proceeding or petition instituted or presented against it, such proceeding or petition is instituted or
presented by a person or entity not described in paragraph (d) above and:
(i)

results in a judgment of insolvency or bankruptcy or the entry of an order for relief or the making of an order for its
winding up or liquidation; or

(ii)

is not dismissed, discharged, stayed or restrained in each case within 30 days of the institution or presentation thereof;

(f)

has a resolution passed for its winding up, official management or liquidation (other than pursuant to a consolidation,
amalgamation or merger);

(g)

seeks or becomes subject to the appointment of an administrator, provisional liquidator, conservator, receiver, trustee, custodian
or other similar official for it or for all or substantially all its assets (other than, for so long as it is required by law or regulation
not to be publicly disclosed, any such appointment which is to be made, or is made, by a person or entity described in
paragraph (d) above);

(h)

has a secured party take possession of all or substantially all its assets or has a distress, execution, attachment, sequestration or
other legal process levied, enforced or sued on or against all or substantially all its assets and such secured party maintains
possession, or any such process is not dismissed, discharged, stayed or restrained, in each case within 30 days thereafter;

(i)

causes or is subject to any event with respect to it which, under the applicable laws of any jurisdiction, has an analogous effect
to any of the events specified in paragraphs (a) to (h) above; or

(j)

takes any action in furtherance of, or indicating its consent to, approval of, or acquiescence in, any of the foregoing acts.

“Interest Payable” has the meaning given to that term in Clause 20 (Financial Covenants).
“Interest Period” means, in respect of the Loan, each period determined under this Agreement by reference to which interest on a
Loan or an overdue amount is calculated.

“Interpolated Screen Rate” means, in relation to the Loan, the rate rounded to the same number of decimal places as the two relevant
Screen Rates which results from interpolating on a linear basis between:
(a)

the applicable Screen Rate for the longest period (for which that Screen Rate is available) which is less than the Interest Period
of the Loan; and

(b)

the applicable Screen Rate for the shortest period (for which that Screen Rate is available) which exceeds the Interest Period of
the Loan,

each as of the Specified Time for Sterling.
“ITA” means the Income Tax Act 2007.
“Legal Reservations” means:
(a)

the principle that equitable remedies may be granted or refused at the discretion of a court and the limitation of enforcement by
laws relating to insolvency, reorganisation and other laws generally affecting the rights of creditors;

(b)

the time barring of claims under the Limitation Act 1980 and the Foreign Limitation Periods Act 1984, the possibility that an
undertaking to assume liability for or indemnify a person against non-payment of UK stamp duty may be void and defences of
set-off or counterclaim;

(c)

similar principles, rights and defences under the laws of any jurisdiction in which a member of the Group or a Holding
Company of the Borrower is incorporated; and

(d)

any other matters which are set out as qualifications or reservations as to matters of law of general application in any legal
opinion provided under Schedule 2 (Conditions Precedent).

“Lender” means:
(a)

the Original Lender; or

(b)

any person which becomes a Party as a “Lender” after the date of this Agreement in accordance with Clause 28 (Changes to
the Parties),

which in each case has not ceased to be a Lender in accordance with the terms of this Agreement.
“LIBOR” means, in relation to the Loan:
(a)

the applicable Screen Rate as of the Specified Time for Sterling and for a period equal in length to the Interest Period of the
Loan; or

(b)

as otherwise determined pursuant to Clause 10.1 (Unavailability of Screen Rates).

“Licence” means:
(a)

each electricity distribution licence made and treated as granted to a Distribution Company under Section 6(1)(c) of the Act
pursuant to a licensing scheme made by the Secretary of State under Part II of Schedule 7 to the Utilities Act 2000 on 28
September, 2001; or

(b)

any statutory amendment or replacement licence or licences granted pursuant to the Utilities Act 2000 (or any equivalent
legislation which supersedes the Utilities Act 2000) which permit a Distribution Company to distribute electricity in the area it
is certified to operate in.

“LMA” means the Loan Market Association.
“Loan” means the loan made or to be made under the Facility or the principal amount outstanding for the time being of that loan.
“Majority Lenders” means a Lender or Lenders whose Commitments aggregate more than 66⅔ per cent. of the Total Commitments
(or, if the Total Commitments have been reduced to zero, aggregated more than 66⅔ per cent. of the Total Commitments immediately
prior to that reduction).
“Margin” means 1.40% per annum.
“Material Adverse Effect” means a material adverse effect on:
(a)

the business, assets or financial condition of the Group taken as a whole;

(b)

the ability of the Borrower to perform its payment obligations under the Finance Documents; or

(c)

the validity or enforceability of the Finance Documents or the rights or remedies of the Finance Parties under any of the
Finance Documents.

“New Lender” has the meaning given to that term in Clause 29.1 (Assignments and transfers by Lenders).
“OFGEM” means the Office of Gas and Electricity Markets.
“Original Financial Statements” means the audited consolidated financial statements of the Borrower and each Distribution
Company for the year ended 31 March 2018.
“Participating Member State” means any member state of the European Union that has the euro as its lawful currency in accordance
with the legislation of the European Union relating to Economic and Monetary Union.
“Party” means a party to this Agreement.
“Pensions Regulator” means the body corporate called the Pensions Regulator established under Part I of the Pensions Act 2004.
“Permitted Acquisition” means the acquisition by any member of the Group of an entity:
(a)

which carries out a Permitted Business;

(b)

which is incorporated or established in England or the European Union; and

(c)

in respect of which, on or prior to the closing date of the acquisition, the Borrower has delivered a certificate to the Agent
confirming that, taking into account the consideration payable in respect of the acquisition (including any associated costs and
expenses and assuming the target entity (and its Subsidiaries) formed part of the Group as at the Calculation Date falling
immediately prior to the closing date of such acquisition), no

Event of Default would have occurred under Clause 20.3 (Interest cover) or Clause 20.4 (Asset cover), in each case as at the
Calculation Date falling immediately prior to the closing date of such acquisition.
“Permitted Business” means:
(a)

(b)

a business that:
(i)

possesses characteristics similar to the regulated business of a distribution network operator, as carried out by any of
the Distribution Companies (a “DNO Business”);

(ii)

provides facilities for and connected with a DNO Business;

(iii)

is complementary or ancillary to the operation of a DNO Business or any other business already conducted by an entity
within the Group; or

(iv)

provides services to any member of the Group which are currently provided by third parties; or

any other business approved or consented to by the Agent.

“PPL Corporation” means PPL Corporation, a company incorporated in Pennsylvania, US, whose head office is at 2 N 9th Street,
Allentown, PA18101, Pennsylvania, US, and whose registered number is 2570936.
“PPL Group” means PPL Corporation and any of its Subsidiaries.
“Pro Rata Share” means:
(a)

for the purpose of determining a Lender’s share in the Loan, the proportion which its Available Commitment bears to the
Available Facility immediately prior to making the Loan; and

(b)

for any other purpose on a particular date:
(i)

the proportion which its Commitment bears to the Total Commitments on that date; or

(ii)

if the Total Commitments have been cancelled, the proportion which its Commitments bore to the Total Commitments
immediately before being cancelled.

“Qualifying Lender” has the meaning given to it in Clause 12 (Tax gross-up and Indemnities).
“Quotation Day” means, in relation to any period for which an interest rate is to be determined, the first day of that period, unless
market practice differs in the Relevant Market, in which case the Quotation Day will be determined by the Agent in accordance with
market practice in the Relevant Market (and if quotations would normally be given on more than one day, the Quotation Day will be
the last of those days).
“Reference Bank Rate” means the arithmetic mean of the rates (rounded upwards to four decimal places) as supplied to the Agent at
its request by the Reference Banks:
(a)

if:

(i)

the Reference Bank is a contributor to the Screen Rate; and

(ii)

it consists of a single figure,

the rate (applied to the relevant Reference Bank and the relevant currency and period) which contributors to the Screen Rate
are asked to submit to the relevant administrator;
(b)

in any other case, the rate at which the Relevant Reference Bank could fund itself in Sterling for the relevant period with
reference to the unsecured wholesale funding market.

“Reference Banks” means the principal London offices of such banks or financial institutions as are appointed by the Agent in
consultation with the Borrower and with the consent of any such bank or financial institution so appointed.
“Regulatory Asset Value” has the meaning given to that term in Clause 20 (Financial Covenants).
“Related Fund” in relation to a fund (the “first fund”), means a fund which is managed or advised by the same investment manager or
investment adviser as the first fund or, if it is managed by a different investment manager or investment adviser, a fund whose
investment manager or investment adviser is an Affiliate of the investment manager or investment adviser of the first fund.
“Relevant Market” means the London interbank market.
“Repeating Representations” means the representations which are deemed, pursuant to Clause 18.19.2 (Times for making
representations) to be repeated under this Agreement.
“Representative” means any delegate, agent, manager, administrator, nominee, attorney, trustee or custodian.
“Request” means a request for the Loan, substantially in the form set out in Schedule 3 (Requests).
“Restricted Party” means a person that is:
(a)

listed on, or owned or controlled (as such terms are defined by the relevant Sanctions Authority) by a person or persons listed
on, or acting on behalf of a person listed on, any Sanctions List; or

(b)

incorporated under the laws of, or owned or (directly or indirectly) controlled by, or acting on behalf of, a person or persons
located in or organized under the laws of a country or territory that is the target of country-wide or territory-wide Sanctions.

“Sanctions” means the economic, trade or financial sanctions laws, regulations or embargoes administered, enacted or enforced by a
Sanctions Authority.
“Sanctions Authorities” means, together:
(a)

the US government;

(b)

the Security Council of the United Nations;

(c)

Her Majesty’s Treasury of the United Kingdom;

(d)

the European Union; or

(e)

the government institutions of any of the above, to the extent the economic, trade or financial sanctions laws, regulations and/or
embargos are publicly available.

“Sanctions List” means the “Specially Designated Nationals and Blocked Persons” list maintained by OFAC, or any similar list
maintained by, or public announcement of Sanctions designation made by, any of the Sanctions Authorities.
“Screen Rate” means the London interbank offered rate administered by ICE Benchmark Administration Limited (or any other person
which takes over the administration of that rate) for Sterling and for the relevant period displayed on page LIBOR01 of the Thomson
Reuters screen (or any replacement Thomson Reuters page which displays that rate) or on the appropriate page of such other
information service which publishes that rate from time to time in place of Thomson Reuters. If such page or service ceases to be
available, the Agent may specify another page or service displaying the relevant rate after consultation with the Borrower.
“Secretary of State” means the Secretary of State for Business, Energy and Industrial Strategy.
“Security Interest” means any mortgage, pledge, lien, charge, assignment, hypothecation or security interest or any other agreement or
arrangement having a similar effect.
“Specified Time” means a day or time determined in accordance with Schedule 7 (Timetable).
“Subordination Deed” means a document substantially in the form set out in Schedule 8 (Form of Subordination Deed) duly
completed and executed by the parties thereto.
“Subsidiary” means:
(a)

a subsidiary within the meaning of section 1159 of the Companies Act 2006; and

(b)

unless the context otherwise requires, a subsidiary undertaking within the meaning of section 1162 of the Companies Act 2006.

“Tax” means any tax, levy, impost, duty or other charge or withholding of a similar nature (including any penalty or interest payable in
connection with any failure to pay or any delay in paying any of the same).
“Tax Credit” has the meaning given to it in Clause 12 (Tax gross-up and Indemnities).
“Tax Deduction” has the meaning given to it in Clause 12 (Tax gross-up and Indemnities).
“Tax Payment” means either the increase in a payment made by the Borrower to a Lender under Clause 12.2 (Tax gross-up) or a
payment under Clause 12.3 (Tax indemnity).
“Total Commitments” means the aggregate of the Commitments, being £50,000,000 at the date of this Agreement.
“Total Net Debt” has the meaning given to that term in Clause 20 (Financial Covenants).
“Transfer Certificate” means a certificate, substantially in the form of Schedule 4 (Form of Transfer Certificate) or any other form
agreed between the Agent and the Borrower.
“Transfer Date” means, in relation to an assignment or transfer, the later of:

(a)

the proposed Transfer Date specified in the relevant Assignment Agreement or Transfer Certificate; and

(b)

the date on which the Agent executes the relevant Assignment Agreement or Transfer Certificate.

“Treaty Lender” has the meaning given to it in Clause 12 (Tax gross-up and Indemnities).
“U.K.” means the United Kingdom.
“Unpaid Sum” means any sum due and payable but unpaid by the Borrower under the Finance Documents.
“US” means the United States of America.
“VAT” means:

1.2

(a)

any tax imposed in compliance with the Council Directive of 28 November 2006 on the common system of value added tax
(EC Directive 2006/112); and

(b)

any other tax of a similar nature, whether imposed in a member state of the European Union in substitution for, or levied in
addition to, such tax referred to in paragraph (a) above, or imposed elsewhere.

Construction
1.2.1

In this Agreement, unless the contrary intention appears, a reference to:
(a)

an amendment includes a supplement, novation, restatement or re- enactment and amended will be construed
accordingly;

(b)

assets includes present and future properties, revenues and rights of every description;

(c)

an authorisation includes an authorisation, consent, approval, resolution, licence, exemption, filing, registration or
notarisation;

(d)

disposal means a sale, transfer, grant, lease or other disposal, whether voluntary or involuntary, and dispose will be
construed accordingly;

(e)

a group of Lenders includes all the Lenders;

(f)

indebtedness includes any obligation (whether incurred as principal or as surety) for the payment or repayment of
money;

(g)

know your customer requirements are the identification checks that a Finance Party requests in order to meet its
obligations under any applicable law or regulation to identify a person who is (or is to become) its customer;

(h)

a person includes any individual, company, corporation, unincorporated association or body (including a partnership,
trust, joint venture or consortium), government, state, agency, organisation or other entity whether or not having
separate legal personality;

1.2.2

(i)

a regulation includes any regulation, rule, official directive, request or guideline (whether or not having the force of
law but, if not having the force of law, being of a type with which any person to which it applies is accustomed to
comply) of any governmental, inter-governmental or supranational body, agency, department or regulatory, selfregulatory or other authority or organisation;

(j)

the winding-up of a person includes the administration, dissolution or liquidation or other like process of that person,
any composition or arrangement with the creditors, amalgamation, reconstruction, reorganisation or consolidation
pursuant to Part XXVI of the Companies Act 2006 proposed or carried out in respect of that person or a company
voluntary arrangement pursuant to the Insolvency Act 1986 carried out or proposed in respect of that person;

(k)

a currency is a reference to the lawful currency for the time being of the relevant country;

(l)

a Default or an Event of Default being outstanding means that it has not been remedied or waived;

(m)

a provision of law is a reference to that provision as extended, applied, amended or re-enacted and includes any
subordinate legislation;

(n)

a Clause, a paragraph or a Schedule is a reference to a clause or a paragraph of, or a schedule to, this Agreement;

(o)

a person includes its successors in title, permitted assigns and permitted transferees;

(p)

a Finance Document or another document is a reference to that Finance Document or other document as amended; and

(q)

a time of day is a reference to London time.

Unless the contrary intention appears, a reference to a month or months is a reference to a period starting on one day in a
calendar month and ending on the numerically corresponding day in the next calendar month or the calendar month in which it
is to end, except that:
(a)

if the numerically corresponding day is not a Business Day, the period will end on the next Business Day in that month
(if there is one) or the preceding Business Day (if there is not);

(b)

if there is no numerically corresponding day in that month, that period will end on the last Business Day in that month;
and

(c)

notwithstanding paragraph (a) above, a period which commences on the last Business Day of a month will end on the
last Business Day in the next month or the calendar month in which it is to end, as appropriate.

The above rules will only apply to the last month of any period.
1.2.3

Unless the contrary intention appears:

1.3

1.4

(a)

a reference to a Party will not include that Party if it has ceased to be a Party under this Agreement;

(b)

a word or expression used in any other Finance Document or in any notice given in connection with any Finance
Document has the same meaning in that Finance Document or notice as in this Agreement; and

(c)

any obligation of the Borrower under the Finance Documents which is not a payment obligation remains in force for so
long as any payment obligation of the Borrower is or may be outstanding under the Finance Documents.

1.2.4

The headings in this Agreement do not affect its interpretation.

1.2.5

The determination of the extent to which a rate is “for a period equal in length” to an Interest Period shall disregard any
inconsistency arising from the last day of that Interest Period being determined pursuant to the terms of this Agreement.

Third Party Rights
1.3.1

Unless expressly provided to the contrary in a Finance Document, a person who is not a Party has no right under the Contracts
(Rights of Third Parties) Act 1999 (the “Third Parties Act”) to enforce or to enjoy the benefit of any term of this Agreement.

1.3.2

Notwithstanding any term of any Finance Document, the consent of any person who is not a Party is not required to rescind or
vary this Agreement at any time.

Currency symbols and definitions
“£”, “GBP” and “Sterling” denote the lawful currency of the United Kingdom.

2.

THE FACILITY

2.1

The Facility
Subject to the terms of this Agreement, the Lenders make available to the Borrower a Sterling term facility in an aggregate amount
which is equal to the Total Commitments.

2.2

Finance Parties’ rights and obligations.
2.2.1

The obligations of each Finance Party under the Finance Documents are several. Failure by a Finance Party to perform its
obligations under the Finance Documents does not affect the obligations of any other Party under the Finance Documents. No
Finance Party is responsible for the obligations of any other Finance Party under the Finance Documents.

2.2.2

The rights of each Finance Party under or in connection with the Finance Documents are separate and independent rights and
any debt arising under the Finance Documents to a Finance Party from the Borrower is a separate and independent debt in
respect of which a Finance Party shall be entitled to enforce its rights in accordance with paragraph 2.2.3 below. The rights of
each Finance Party include any debt owing to that Finance Party under the Finance Documents and, for the avoidance of doubt,
any part of a Loan or any other amount owed by the Borrower which relates to a Finance Party’s participation in the Facility or
its role under a Finance Document (including any such amount payable to the Agent on its behalf) is a debt owing to that
Finance Party by the Borrower.

2.2.3

A Finance Party may, except as specifically provided in the Finance Documents, separately enforce its rights under or in
connection with the Finance Documents.

3.

PURPOSE

3.1

Purpose
The Borrower shall apply all amounts borrowed by it under the Facility towards its general corporate purposes.

3.2

No obligation to monitor
No Finance Party is bound to monitor or verify the application of any amount borrowed pursuant to this Agreement.

4.

CONDITIONS PRECEDENT

4.1

Conditions precedent documents

4.2

4.1.1

The Lenders will only be obliged to comply with Clause 5.4 (Advance of Loan) if, on or before the Drawdown Date, the Agent
has received all of the documents and evidence set out in Schedule 2 in form and substance satisfactory to it (acting on the
instructions of all the Lenders, acting reasonably) or, in respect of any such document or evidence, has notified the Borrower
that it has waived the requirement for such document or evidence to be delivered. The Agent shall notify the Borrower and the
Lenders promptly upon being so satisfied, or such waiver being given.

4.1.2

Other than to the extent that the Majority Lenders notify the Agent in writing to the contrary before the Agent gives the
notification described in paragraph 4.1.1 above, the Lenders authorise (but do not require) the Agent to give that notification.
The Agent shall not be liable for any damages, costs or losses whatsoever as a result of giving any such notification.

Further conditions precedent
The Lenders will only be obliged to comply with Clause 5.4 (Advance of Loan) if, on the date of the Request and the Drawdown Date:

4.3

4.2.1

the Repeating Representations are correct in all material respects; and

4.2.2

no Event of Default is outstanding or would result from the Loan.

Maximum number
A Request may not be given if, as a result, there would be more than one Loan outstanding.

5.

UTILISATION

5.1

Giving of Requests
5.1.1

The Borrower may borrow the Loan by giving to the Agent a duly completed Request not later than the Specified Time.

5.1.2

The Request is irrevocable.

5.2

Completion of Requests
The Request will not be regarded as having been duly completed unless:

5.3

5.4

5.2.1

the Drawdown Date is a Business Day falling within the Availability Period;

5.2.2

the currency and amount of the proposed Loan comply with Clause 5.3 (Currency and amount); and

5.2.3

the proposed Interest Period complies with this Agreement.

Currency and amount
5.3.1

The currency specified in the Request must be Sterling.

5.3.2

The amount of the proposed Loan must:
(a)

be a minimum of £5,000,000 and an integral multiple of £1,000,000 or, if less, the Available Facility; and

(b)

not exceed the Total Commitments.

Advance of Loan
5.4.1

If the conditions set out in this Agreement have been met, each Lender must make its participation in the Loan available
through its Facility Office by no later than 2.00 pm on the Drawdown Date.

5.4.2

The amount of each Lender’s participation in the Loan will be equal to the proportion borne by its Available Commitment to
the Available Facility immediately prior to making that Loan.

5.4.3

The Agent shall notify each Lender of the amount of each Loan and the amount of its participation in that Loan by the
Specified Time.

6.

REPAYMENT

6.1

Repayment of Loans
6.1.1

The Borrower must repay the Loan in full on the Final Maturity Date.

6.1.2

The Borrower may not re-borrow any part of the Facility which is repaid.

7.

PREPAYMENT AND CANCELLATION

7.1

Mandatory prepayment - illegality
If, in any applicable jurisdiction, it becomes unlawful for any Lender to perform any of its obligations under a Finance Document or to
fund or maintain its share in the Loan:
7.1.1

that Lender shall promptly notify the Agent upon becoming aware of that event;

7.1.2

upon the Agent notifying the Borrower, the Available Commitment of that Lender will be immediately cancelled; and

7.1.3

7.2

to the extent that the relevant Lender’s participation has not been transferred pursuant to Clause 7.6 (Right of repayment and
cancellation in relation to a single Lender), the Borrower shall repay that Lender’s participation in the Loan on the last day of
the Interest Period for the Loan occurring after the Agent has notified the Borrower or, if earlier, the date specified by that
Lender in the notice delivered to the Agent (being no earlier than the last day of any applicable grace period permitted by law)
and that Lender’s corresponding Commitment shall be cancelled in the amount of the participations repaid.

Change of Control
If, except to the extent of a group reorganisation where the Borrower continues to be controlled directly or indirectly by PPL
Corporation, the Borrower becomes aware of any person (whether alone or together with any associated person or persons) gaining
control of the Borrower (for these purposes "associated person" means, in relation to any person, a person who is (i) "acting in concert"
(as defined in the City Code on Takeovers and Mergers) with that person or (ii) a "connected person" (as defined in section 1122 of the
CTA 2010) of that person and "control" means the relevant person satisfies any of the criteria set out in paragraphs (1)(a) to (c) of
Section 1159 of the Companies Act 2006):

7.3

7.4

7.2.1

within five days of becoming aware of such event, the Borrower shall give notice of such change of control to the Agent;

7.2.2

the Lenders and the Borrower shall immediately enter into negotiations for a period of not more than 45 days from the date of
the change of control with a view to agreeing whether the Facility shall continue to be made available and on what terms;

7.2.3

if no such agreement is reached within the said period of 45 days, then any Lender may, on 10 Business Days’ notice to the
Agent and to the Borrower, require the repayment of its share in the Loan and the cancellation of its Commitment; and

7.2.4

a Lender shall not be obliged to fund its participation in the Loan during the negotiation period set out in paragraph 7.2.2 above
and, if no agreement is reached within such negotiation period, during the 10 Business Day notice period set out in paragraph
7.2.3 above.

Voluntary prepayment
7.3.1

The Borrower may, by giving not less than three Business Days’ prior written notice to the Agent, prepay the Loan at any time
in whole or in part.

7.3.2

A prepayment of part of the Loan must be by an amount that reduces the amount of the Loan by a minimum amount of
£5,000,000 and an integral multiple of £1,000,000.

7.3.3

Any prepayment made pursuant to this Clause 7.3 shall be applied pro rata to each Lender’s participation in the Loan.

Automatic cancellation
The Available Commitments will be automatically cancelled at the close of business on the last day of the Availability Period.

7.5

Voluntary cancellation

7.6

7.5.1

The Borrower may, by giving not less than three Business Days’ prior written notice to the Agent, cancel the unutilised amount
of the Total Commitments in whole or in part.

7.5.2

Partial cancellation of the Total Commitments must be by an amount that reduces the amount of the Loan by a minimum
amount of £5,000,000 and an integral multiple of £1,000,000.

7.5.3

Any cancellation under this Clause 7.5 shall reduce the Commitments of the Lenders rateably.

Right of repayment and cancellation in relation to a single Lender
7.6.1

If:
(a)

any sum payable to any Lender by the Borrower is required to be increased under Clause 12.2.3 (Tax gross-up);

(b)

any Lender gives notice under Clause 10.3 (Market disruption); or

(c)

any Lender claims indemnification from the Borrower under Clause 12.3 (Tax indemnity) or Clause 13 (Increased
costs),

the Borrower may, while the circumstance giving rise to the requirement for that increase or indemnification continues, give
the Agent notice of cancellation of the Commitment(s) of that Lender and its intention to procure the repayment of that
Lender’s participation in the Loan.

7.7

7.8

7.6.2

On receipt of a notice referred to in paragraph 7.6.1 above in relation to a Lender, the Commitment of that Lender shall
immediately be reduced to zero.

7.6.3

On the last day of each Interest Period which ends after the Borrower has given notice under paragraph 7.6.1 above (or, if
earlier, the date specified by the Borrower in that notice), the Borrower shall repay that Lender’s participation in the Loan
together with all interest and other amounts accrued under the Finance Documents.

Right of cancellation in relation to a Defaulting Lender
7.7.1

If any Lender becomes a Defaulting Lender, the Borrower may, at any time whilst the relevant Lender continues to be a
Defaulting Lender, give the Agent five Business Days’ notice of cancellation of each Available Commitment of that Lender.

7.7.2

On the notice referred to in paragraph 7.7.1 above becoming effective, each Available Commitment of the Defaulting Lender
shall immediately be reduced to zero.

7.7.3

The Agent shall as soon as practicable after receipt of a notice referred to in paragraph 7.7.1 above, notify all the Lenders.

No re-borrowing of Loans
The Borrower may not re-borrow any part of the Facility which is prepaid.

7.9

Miscellaneous provisions

7.9.1

Any notice of prepayment and/or cancellation under this Agreement is irrevocable and must specify the date or dates upon
which the relevant cancellation or prepayment is to be made and the amount of that cancellation or prepayment.

7.9.2

All prepayments under this Agreement must be made with accrued interest on the amount prepaid. No premium or penalty is
payable in respect of any prepayment except for Break Costs.

7.9.3

No amount of the Total Commitments cancelled under this Agreement may subsequently be reinstated.

7.9.4

If all or part of a Lender’s participation in the Loan is repaid or prepaid, an amount of that Lender’s Commitment (equal to the
amount of the participation which is repaid or prepaid) will be deemed to be cancelled on the date of repayment or prepayment.

8.

INTEREST

8.1

Calculation of interest
The rate of interest on the Loan for each Interest Period is the percentage rate per annum equal to the aggregate of the applicable:
8.1.1

Margin; and

8.1.2

LIBOR,

and, if that aggregate number is less than zero, the rate of interest shall be deemed to be zero.
8.2

Payment of interest
The Borrower must pay accrued interest on the Loan made to it on the last day of each Interest Period.

8.3

Interest on overdue amounts
8.3.1

If the Borrower fails to pay any amount payable by it under the Finance Documents on its due date, interest shall accrue on the
overdue amount from its due date up to the date of actual payment, both before, on and after judgment at a rate which is one
per cent. per annum higher than the rate which would have been payable if the overdue amount had, during the period of nonpayment, constituted a Loan in the currency of the overdue amount for successive Interest Periods of any duration of up to
three months selected by the Agent (acting reasonably). Any interest accruing under this Clause 8.3.1 shall be immediately
payable by the Borrower on demand by the Agent.

8.3.2

Notwithstanding Clause 8.3.1 above, if the overdue amount is a principal amount of a Loan and becomes due and payable prior
to the last day of its current Interest Period, then:
(a)

the first Interest Period for that overdue amount will be the unexpired portion of that Interest Period; and

(b)

the rate of interest on the overdue amount for that first Interest Period will be one per cent. per annum above the rate
then payable on that Loan.

8.4

8.3.3

After the expiry of the first Interest Period for that overdue amount, the rate on the overdue amount will be calculated in
accordance with Clause 8.3.1 above.

8.3.4

Interest (if unpaid) on an overdue amount will be compounded with that overdue amount at the end of each of its Interest
Periods but will remain immediately due and payable.

Notification of rates of interest
8.4.1

The Agent must promptly notify the Lenders and the Borrower of the determination of a rate of interest under this Agreement.

8.4.2

The Agent must promptly notify the Borrower of each Funding Rate relating to the Loan.

9.

INTEREST PERIODS

9.1

Interest Periods

9.2

9.1.1

Each Interest Period for the Loan will be three months.

9.1.2

An Interest Period for a Loan shall start on the Drawdown Date or (if already made) on the last day of its preceding Interest
Period.

No overrunning the Final Maturity Date
If an Interest Period would otherwise overrun the Final Maturity Date, it will be shortened so that it ends on such Final Maturity Date.

10.

CHANGES TO THE CALCULATION OF INTEREST

10.1

Unavailability of Screen Rate

10.2

10.1.1

Interpolated Screen Rate: If no Screen Rate is available for LIBOR for the Interest Period of the Loan, the applicable LIBOR
shall be the Interpolated Screen Rate for a period equal in length to the Interest Period of the Loan.

10.1.2

Reference Bank Rate: If no Screen Rate is available for LIBOR for the Interest Period of the Loan and it is not possible to
calculate the Interpolated Screen Rate, the applicable LIBOR shall be the Reference Bank Rate as of the Specified Time for a
period equal in length to the Interest Period of the Loan.

10.1.3

Cost of funds: If Clause 10.1.2 above applies but no Reference Bank Rate is available for the relevant Interest Period, there
shall be no LIBOR for the Loan and Clause 10.4 (Cost of funds) shall apply to the Loan for that Interest Period.

Calculation of Reference Bank Rate
10.2.1

Subject to Clause 10.2.2 below, if LIBOR is to be determined on the basis of a Reference Bank Rate but a Reference Bank does
not supply a quotation by the Specified Time, the Reference Bank Rate shall be calculated on the basis of the quotations of the
remaining Reference Bank Rates.

10.2.2

If at or about noon on the Quotation Day, none or only one of the Reference Banks supplies a quotation, there shall be no
Reference Bank Rate for the relevant Interest Period.

10.3

Market disruption
If, before close of business on the Quotation Day for the relevant Interest Period, the Agent receives notifications from a Lender or
Lenders (whose participations in the Loan exceed 50 per cent. of the Loan) that the cost to it of funding its participation in that Loan
from whatever source it may reasonably select would be in excess of LIBOR then Clause 10.4 (Cost of funds) shall apply to the Loan
for the relevant Interest Period.

10.4

Cost of funds
10.4.1

If this Clause 10.4 applies, the rate of interest on each Lender’s share of the Loan for the relevant Interest Period shall be the
percentage rate per annum which is the sum of:
(a)

the Margin; and

(b)

the weighted average of the rates notified to the Agent by each Lender as soon as practicable and in any event by close
of business on the date falling one Business Day after the Quotation Date (or, if earlier, on the date falling one
Business Day before the date on which interest is due to be paid in respect of that Interest Period), to be that which
expresses as a percentage rate per annum the cost to the relevant Lender of funding its participation in the Loan from
whatever source it may reasonably select.

10.4.2

If this Clause 10.4 applies and the Agent or the Borrower so requires, the Agent and the Borrower shall enter into negotiations
(for a period of not more than thirty days) with a view to agreeing a substitute basis for determining the rate of interest.

10.4.3

Any alternative basis agreed pursuant to Clause 10.4.2 above shall be binding on all Parties.

10.4.4

If this Clause 10.4 applies pursuant to Clause 10.3 (Market disruption) and:
(a)

a Lender’s Funding Rate is less than LIBOR; or

(b)

a Lender does not supply a quotation by the time specified in paragraph (b) of Clause 10.4.1 above,

the cost to that Lender of funding its participation in the Loan for that Interest Period shall be deemed, for the purposes of
paragraph (b) of Clause 10.4.1 above, to be LIBOR.
10.5

Notification to Borrower
If Clause 10.4 (Cost of funds) applies, the Agent shall, as soon as is practicable, notify the Borrower.

10.6

Break Costs
10.6.1

The Borrower shall, within five Business Days of demand by a Lender, pay to that Lender its Break Costs attributable to all or
any part of the Loan or any Unpaid Sum being paid by the Borrower on a day other than the last day of an Interest Period for
the Loan or Unpaid Sum.

10.6.2

Each Lender shall, as soon as reasonably practicable after a demand by the Agent, provide a certificate confirming the amount
of its Break Costs for any Interest Period in which they accrue.

11.

UPFRONT FEE

11.1

Upfront Fee
11.1.1

Subject to Clause 11.1.3 below, the Borrower shall pay, or shall procure the payment of, to the Agent for the account of the
Original Lender an upfront fee equal to 0.40 per cent. of the Total Commitments as at the date of this Agreement (the “Upfront
Fee”).

11.1.2

The Upfront Fee is payable on the Drawdown Date by way of deduction from the proceeds of the Loan, unless the Borrower
confirms that the Upfront Fee will be funded from other sources, in which case it shall be payable on the Drawdown Date from
such other sources.

11.1.3

Notwithstanding any other provision of this Agreement, if the Drawdown Date does not occur, then no fee or other amount is
payable under this Clause 11.

12.

TAX GROSS-UP AND INDEMNITIES

12.1

Definitions
12.1.1

In this Agreement:
"Borrower DTTP Filing" means an HM Revenue & Customs' Form DTTP2 duly completed and filed by the Borrower,
which:
(a)

where it relates to a Treaty Lender that is the Original Lender, contains the scheme reference number and jurisdiction
of tax residence stated opposite the Original Lender’s in Schedule 1 (The Original Parties) and is filed with HM
Revenue & Customs within 30 days of the date of this Agreement; or

(b)

where it relates to a Treaty Lender that is not the Original Lender, contains the scheme reference number and
jurisdiction of tax residence stated in respect of that Lender in the documentation which it executes on becoming a
Party as a Lender is filed with HM Revenue & Customs within 30 days of that date.

"Protected Party" means a Lender, to the extent such Lender is or will be subject to any liability, or required to make any
payment, for or on account of Tax in relation to a sum received or receivable (or any sum deemed for the purposes of Tax to be
received or receivable) under a Finance Document.
“Qualifying Lender” means:
(a)

a Lender which is beneficially entitled to interest payable to it in respect of an advance under a Finance Document and
is:
(i)

a Lender:
(A)

which is a bank (as defined for the purpose of section 879 of the ITA) making an advance under a
Finance Document and which is within the charge to United Kingdom corporation tax as respects any
payments of interest made in respect of that advance or would be within such charge as respects such
payment apart from section 18A of the CTA 2009; or

(B)

(ii)

a Lender which is:
(A)

a company resident in the United Kingdom for United Kingdom tax purposes;

(B)

a partnership each member of which is:

(C)

(iii)
(b)

in respect of an advance made under a Finance Document by a person that was a bank (as defined for
the purpose of section 879 of the ITA) at the time that that advance was made, and which is within the
charge to United Kingdom corporation tax as respects any payments of interest made in respect of that
advance; or

(aa)

a company so resident in the United Kingdom; or

(bb)

a company not so resident in the United Kingdom which carries on a trade in the United
Kingdom through a permanent establishment and which brings into account in computing its
chargeable profits (within the meaning of section 19 of the CTA 2009) the whole of any share
of interest payable in respect of that advance that falls to it by reason of Part 17 of the CTA
2009; or

a company not so resident in the United Kingdom which carries on a trade in the United Kingdom
through a permanent establishment and which brings into account interest payable in respect of that
advance in computing the chargeable profits (within the meaning of section 19 of the CTA 2009) of
that company; or

a Treaty Lender; or

a Lender which is a building society (as defined for the purpose of section 880 of the ITA) making an advance under a
Finance Document.

“Tax Confirmation” means a confirmation by a Lender that the person beneficially entitled to interest payable to that Lender
in respect of an advance under a Finance Document is either:
(a)

a company resident in the United Kingdom for United Kingdom tax purposes;

(b)

a partnership each member of which is:
(A)

a company so resident in the United Kingdom; or

(B)

a company not so resident in the United Kingdom which carries on a trade in the United Kingdom through a
permanent establishment and which brings into account in computing its chargeable profits (within the
meaning of section 19 of the CTA 2009) the whole of any share of interest payable in respect of that advance
that falls to it by reason of Part 17 of the CTA 2009; or

(c)

a company not so resident in the United Kingdom which carries on a trade in the United Kingdom through a permanent
establishment and which brings into account interest payable in respect of that advance in computing the chargeable
profits (within the meaning of section 19 of the CTA 2009) of that company.

“Tax Credit” means a credit against, relief or remission for, or repayment of any Tax.
“Tax Deduction” means a deduction or withholding for or on account of Tax from a payment under a Finance Document,
other than a FATCA Deduction.
“Treaty Lender” means a Lender which:
(a)

is treated as a resident of a Treaty State for the purposes of the Treaty;

(b)

does not carry on a business in the United Kingdom through a permanent establishment with which that Lender’s
participation in the Loan is effectively connected; and

(c)

meets all other conditions which must be met under the Treaty for residents of such Treaty State to obtain full
exemption from tax on interest imposed by the United Kingdom, including the completion of any necessary procedural
formalities.

“Treaty State” means a jurisdiction having a double taxation agreement (a “Treaty”) with the United Kingdom which makes
provision for full exemption from tax imposed by the United Kingdom on interest.
“UK Non-Bank Lender” means a Lender which is not the Original Lender and which gives a Tax Confirmation in the
documentation which it executes on becoming a Party as a Lender.
12.1.2

12.2

Unless a contrary indication appears, in this Clause 12, a reference to “determines” or “determined” means a determination
made in the absolute discretion of the person making the determination, acting in good faith.

Tax gross-up
12.2.1

The Borrower shall make all payments to be made by it without any Tax Deduction, unless a Tax Deduction is required by law.

12.2.2

The Borrower shall promptly upon becoming aware that it must make a Tax Deduction (or that there is any change in the rate
or the basis of a Tax Deduction) notify the Agent accordingly. Similarly, each Lender shall notify the Agent on becoming so
aware in respect of a payment payable to that Lender. If the Agent receives such notification from a Lender it shall notify the
Borrower.

12.2.3

If a Tax Deduction is required by law to be made by the Borrower, the amount of the payment due from the Borrower shall be
increased to an amount which (after making any Tax Deduction) leaves an amount equal to the payment which would have
been due if no Tax Deduction had been required.

12.2.4

A payment shall not be increased under Clause 12.2.3 above by reason of a Tax Deduction on account of Tax imposed by the
United Kingdom, if on the date on which the payment falls due:

(a)

the payment could have been made to the relevant Lender without a Tax Deduction if the relevant Lender had been a
Qualifying Lender, but on that date that Lender is not or has ceased to be a Qualifying Lender other than as a result of
any change after the date it became a Lender under this Agreement in (or in the interpretation, administration, or
application of) any law or Treaty, or any published practice or published concession of any relevant taxing authority;
or

(b)

the relevant Lender is a Qualifying Lender solely by virtue of paragraph (a)(ii) of the definition of Qualifying Lender
and:

(c)

(d)

(i)

an officer of HM Revenue & Customs has given (and not revoked) a direction (a “Direction”) under section
931 of the ITA which relates to the payment and such Lender has received from the Borrower a certified copy
of that Direction; and

(ii)

the payment could have been made to the relevant Lender without any Tax Deduction if that Direction had not
been made; or

the relevant Lender is a Qualifying Lender solely by virtue of paragraph (a)(ii) of the definition of Qualifying Lender
and:
(i)

the relevant Lender has not given a Tax Confirmation to the Borrower; and

(ii)

the payment could have been made to the relevant Lender without any Tax Deduction if the relevant Lender
had given a Tax Confirmation to the Borrower on the basis that the Tax Confirmation would have enabled the
Borrower to have formed a reasonable belief that the payment was an “excepted payment” for the purpose of
section 930 of the ITA; or

the relevant Lender is a Treaty Lender (or would be a Treaty Lender on the completion of any procedural formalities)
and the payment could have been made to that Lender without the Tax Deduction had that Lender complied with its
obligations under sub-clause 12.2.7 below.

12.2.5

If the Borrower is required to make a Tax Deduction, the Borrower shall make that Tax Deduction and any payment required in
connection with that Tax Deduction within the time allowed and in the minimum amount required by law.

12.2.6

Within thirty days of making either a Tax Deduction or any payment required in connection with that Tax Deduction, the
Borrower making that Tax Deduction shall deliver to the Agent for the Lender entitled to the payment a statement under
Section 975 of the ITA, or other evidence reasonably satisfactory to that Lender that the Tax Deduction has been made or (as
applicable) any appropriate payment paid to the relevant taxing authority.

12.2.7

(a)

Subject to paragraph (b) below, a Treaty Lender (or a Lender that would be a Treaty Lender on the completion of any
procedural formalities) and the Borrower shall co-operate in completing any procedural formalities necessary for the
Borrower to obtain authorisation to make payments under the Finance Documents without a Tax Deduction.

(b)

A Treaty Lender (or a Lender that would be a Treaty Lender on the completion of any procedural formalities) which is:
(i)

the Original Lender shall, if it holds a passport under the HMRC DT Treaty Passport scheme and wishes that
scheme to apply to this Agreement, confirm its scheme reference number and its jurisdiction of tax residence
opposite its name in Schedule 1 (The Original Parties);

(ii)

not the Original Lender shall, if it holds a passport under the HMRC DT Treaty Passport scheme and wishes
that scheme to apply to this Agreement, shall confirm its scheme reference number and its jurisdiction of tax
residence in the documentation which it executes on becoming a Party as a Lender,

and, having done so, the Lender shall be under no obligation pursuant to paragraph (a) above.
12.2.8

If a Lender has confirmed its scheme reference number and its jurisdiction of tax residence in accordance with paragraph (b) of
Clause 12.2.7 above and:
(a)

the Borrower has not made a Borrower DTTP Filing in respect of that Lender; or

(b)

the Borrower has made a Borrower DTTP Filing in respect of that Lender but:
(i)

that Borrower DTTP Filing has been rejected by HM Revenue & Customs; or

(ii)

HM Revenue & Customs has not given the Borrower authority to make payments to that Lender without a Tax
Deduction within 60 days of the date of the Borrower DTTP Filing,

and in each case, the Borrower has notified that Lender in writing, that Lender and the Borrower shall co-operate in
completing any additional procedural formalities necessary for the Borrower to obtain authorisation to make payments
under the Finance Documents without a Tax Deduction.
12.2.9

If a Lender has not confirmed its scheme reference number and jurisdiction of tax residence in accordance with paragraph (b)
of Clause 12.2.7, the Borrower shall not make a Borrower DTTP Filing or file any other form relating to the HMRC DT Treaty
Passport scheme in respect of the relevant Lender's Commitment(s) or its participation in the Loan unless the relevant Lender
otherwise agrees.

12.2.10

The Borrower shall, promptly on making a Borrower DTTP Filing, deliver a copy of that Borrower DTTP Filing to the Agent
for delivery to the relevant Lender.

12.2.11

A UK Non-Bank Lender shall promptly notify the Borrower if there is any change in the position from that set out in the Tax
Confirmation.

12.2.12

If a Lender has provided its DT Treaty Passport scheme reference number in accordance with Clause 12.2.7, it shall reasonably
promptly notify the Borrower if at any time it ceases to holds a passport under the HMRC DT Treaty Passport scheme or if it
ceases to be able to use such passport as a Lender.

12.3

Tax indemnity
12.3.1

The Borrower shall, within five Business Days of demand by the Agent, pay to a Protected Party an amount equal to the loss,
liability or cost which that Protected Party determines has been (directly or indirectly) suffered for or on account of Tax by that
Protected Party in respect of a Finance Document.

12.3.2

Clause 12.3.1 above does not apply to any Tax assessed on a Protected Party under the laws of the jurisdiction (or any political
subdivision thereof) in which:
(a)

the relevant Protected Party is incorporated or, if different, the jurisdiction (or jurisdictions) in which the relevant
Protected Party is treated as resident for tax purposes; or

(b)

the relevant Protected Party’s Facility Office or permanent establishment is located in respect of amounts received or
receivable in that jurisdiction,

if that Tax is imposed on or calculated by reference to the net income received or receivable (but not any sum deemed to be
received or receivable) by the relevant Protected Party.
12.3.3

12.4

Clause 12.3.1 does not apply to any Tax assessed on the relevant Protected Party to the extent the loss, liability or cost:
(a)

is compensated for by an increased payment under Clause 12.2 (Tax gross-up);

(b)

would have been compensated for by an increased payment under Clause 12.2 (Tax gross-up) but was not so
compensated solely because one of the exclusions in Clause 12.2 (Tax gross-up) applied;

(c)

relates to a FATCA Deduction required to be made by a Party;

(d)

is compensated for by Clause 12.6 (Stamp taxes) or Clause 12.7 (VAT) (or would have been so compensated for under
those Clauses but was not so compensated solely because any of the exceptions set out therein applied; or

(e)

is suffered or incurred in respect of any Bank Levy (or any payment attributable to, or liability arising as a consequence
of, a Bank Levy.

12.3.4

If a Protected Party is making, or is intending to make, a claim under Clause 12.3.1, it must promptly notify the Agent of the
event which will give, or has given, rise to the claim, following which the Agent shall promptly notify the Borrower.

12.3.5

A Protected Party shall, on receiving a payment from the Borrower under this Clause 12.3, notify the Agent.

Tax Credit
If the Borrower makes a Tax Payment and the relevant Finance Party determines that:
12.4.1

a Tax Credit is attributable to an increased payment of which that Tax Payment forms part, to that Tax Payment or to a Tax
Deduction in consequence of which that Tax Payment was required; and

12.4.2

the relevant Finance Party has obtained and utilised that Tax Credit,

the relevant Finance Party shall pay an amount to the Borrower which the relevant Finance Party determines will leave it (after that
payment) in the same after Tax position as it would have been in had the Tax Payment not been required to be made by the Borrower.
12.5

Lender Status Confirmation
Each Lender which is not the Original Lender shall represent, in the documentation which it executes on becoming a Party as a Lender
which of the following categories it falls in:
12.5.1

not a Qualifying Lender;

12.5.2

a Qualifying Lender (other than a Treaty Lender); or

12.5.3

a Treaty Lender.

If such Lender fails to indicate its status in accordance with this Clause 12.5 then that Lender shall be treated for the purposes of this
Agreement as if it is not a Qualifying Lender until such time as it notifies the Borrower which category applies. For the avoidance of
doubt, the documentation which a Lender executes on becoming a Party as a Lender shall not be invalidated by any failure of that
Lender to comply with this Clause 12.5.
12.6

Stamp taxes
The Borrower shall pay and, within five Business Days of demand, indemnify each Finance Party against any cost, loss or liability that
Finance Party incurs in relation to all stamp duty, registration and other similar Taxes payable in respect of any Finance Document,
except for any such Tax payable in respect of an assignment, novation, transfer or sub-participation of the Loan by that Finance Party.

12.7

VAT
12.7.1

All amounts expressed to be payable under a Finance Document by the Borrower to a Finance Party which (in whole or in part)
constitute the consideration for any supply for VAT purposes are deemed to be exclusive of any VAT which is chargeable on
that supply and, accordingly, subject to 12.7.2 below, if VAT is or becomes chargeable on any supply made by a Finance Party
to the Borrower under a Finance Document and that Finance Party is required to account to the relevant tax authority for the
VAT, the Borrower must pay to that Finance Party (in addition to and at the same time as paying any other consideration for
such supply) an amount equal to the amount of the VAT (and that Finance Party must promptly provide an appropriate VAT
invoice to the Borrower).

12.7.2

Where a Finance Document requires the Borrower to reimburse or indemnify a Finance Party for any cost or expense, the
Borrower shall reimburse or indemnify (as the case may be) that Finance Party for the full amount of such cost or expense,
including such part thereof as represents VAT, save to the extent that such Finance Party reasonably determines that it is
entitled to credit or repayment in respect of such VAT from the relevant tax authority.

12.7.3

Any reference in this Clause 12.7 to any Party shall, at any time when such Party is treated as a member of a group for VAT
purposes, include (where appropriate and unless the context otherwise requires) a reference to the representative member of
such group at such time (the term “representative member” to have the same meaning as in the Value Added Tax Act 1994).

12.7.4

12.8

In relation to any supply made by a Finance Party to the Borrower under a Finance Document if reasonably requested by that
Finance Party, the Borrower must promptly provide that Finance Party with details of its VAT registration and such other
information as is reasonably requested in connection with that Finance Party’s VAT reporting requirements in relation to such
supply.

FATCA Information
12.8.1

Subject to Clause 12.8.3 below, each Party shall, within ten Business Days of a reasonable request by another Party:
(a)

(i)

a FATCA Exempt Party; or

(ii)

not a FATCA Exempt Party;

(b)

supply to that other Party such forms, documentation and other information relating to its status under FATCA as that
other Party reasonably requests for the purposes of that other Party’s compliance with FATCA; and

(c)

supply to that other Party such forms, documentation and other information relating to its status as that other Party
reasonably requests for the purposes of that other Party’s compliance with any other law, regulation, or exchange of
information regime.

12.8.2

If a Party confirms to another Party pursuant to paragraph (a) of Clause 12.8.1 that it is a FATCA Exempt Party and it
subsequently becomes aware that it is not or has ceased to be a FATCA Exempt Party, that Party shall notify that other Party
reasonably promptly.

12.8.3

Clause 12.8.1 shall not oblige any Finance Party to do anything, and paragraph (c) of Clause 12.8.1 shall not oblige any other
Party to do anything, which would or might in its reasonable opinion constitute a breach of:

12.8.4

12.9

confirm to that other Party whether it is:

(a)

any law or regulation;

(b)

any fiduciary duty; or

(c)

any duty of confidentiality.

If a Party fails to confirm whether or not it is a FATCA Exempt Party or to supply forms, documentation or other information
requested in accordance with paragraphs (a) or (b) of Clause 12.8.1 (including, for the avoidance of doubt, where 12.8.3
applies), then such Party shall be treated for the purposes of the Finance Documents (and payments under them) as if it is not a
FATCA Exempt Party until such time as the Party in question provides the requested confirmation, forms, documentation or
other information.

FATCA Deduction
12.9.1

Each Party may make any FATCA Deduction it is required to make by FATCA, and any payment required in connection with
that FATCA Deduction, and no Party shall be required to increase any payment in respect of which it makes such a FATCA
Deduction or otherwise compensate the recipient of the payment for that FATCA Deduction.

12.9.2

Each Party shall promptly, upon becoming aware that it must make a FATCA Deduction (or that there is any change in the rate
or the basis of such FATCA Deduction), notify the Party to whom it is making the payment and, in addition, shall notify the
Borrower and the Agent and the Agent shall notify the other Finance Parties.

13.

INCREASED COSTS

13.1

Increased Costs
Except as provided below in this Clause, the Borrower must, within five Business Days of demand by the Agent, pay for the account of
a Finance Party the amount of any Increased Cost incurred by that Finance Party or any of its Affiliates as a result of:

13.2

13.1.1

the introduction of, or any change in, or any change in the interpretation, administration or application of, any law or
regulation;

13.1.2

compliance with any law or regulation made after the date of this Agreement (but, in respect of any regulation not having the
force of law, only to the extent the relevant Finance Party or its Affiliate would be expected to comply); or

13.1.3

the implementation or application of, or compliance with, Basel III or CRD IV or any law or regulation that implements or
applies Basel III or CRD IV to the extent such increased costs were not reasonably capable of being accurately calculated prior
to the date of this Agreement or, in the case of a New Lender, prior to the date on which it became a Lender, and provided in
each case that such Lender confirms as such to the Borrower and that it is its general policy to charge such costs to similar
borrowers of similar facilities.

Exceptions
The Borrower need not make any payment for an Increased Cost to the extent that the Increased Cost is:
13.2.1

compensated for under another Clause or would have been but for an exception to that Clause;

13.2.2

attributable to a Tax Deduction required by law to be made by the Borrower;

13.2.3

compensated for by Clause 12.3 (Tax indemnity) (or would have been compensated for under Clause 12.3 (Tax indemnity) but
was not so compensated solely because any of the exclusions in Clause 12.3.2 or 12.3.3 applied;

13.2.4

attributable to a FATCA Deduction required to be made by a Party;

13.2.5

the subject of a claim by a Finance Party pursuant to Clause 13.1 (Increased Costs) notified to the Borrower 180 or more days
from the date upon which the relevant Finance Party became aware of such Increased Cost;

13.2.6

suffered or incurred in respect of any Bank Levy (or any payment attributable to, or any liability arising as a consequence of, a
Bank Levy);

13.2.7

compensated for by Clause 12.6 (Stamp taxes) or Clause 12.7 (VAT) (or would have been so compensated for under those
Clauses but was not so compensated solely because any of the exceptions set out in the relevant Clause applied);

13.3

13.2.8

attributable to a Finance Party or its Affiliate wilfully failing to comply with any law or regulation; or

13.2.9

attributable to the implementation or application of or compliance with the “International Convergence of Capital Measurement
and Capital Standards, a Revised Framework” published by the Basel Committee on Banking Supervision in June 2004 in the
form existing on the date of this Agreement (but excluding any amendment arising out of Basel III) (“Basel II”) or any other
law or regulation which implements Basel II (whether such implementation, application or compliance is by a government,
regulator, a Finance Party or any of its Affiliates).

Claims
A Finance Party intending to make a claim for an Increased Cost shall notify the Agent promptly and in any event within 180 days of
the circumstances giving rise to, and the amount of, the claim (setting out, in reasonable detail, calculations thereof), following which
the Agent shall promptly notify the Borrower.

14.

MITIGATION

14.1

Mitigation
14.1.1

Each Finance Party shall, in consultation with the Borrower, take all reasonable steps to mitigate any circumstances which arise
and which result or would result in the Facility ceasing to be available or:
(a)

any amount becoming payable under or pursuant to any of Clause 12 (Taxes) or Clause 13 (Increased Costs);

(b)

the relevant Finance Party being able to exercise any right of prepayment and/or cancellation under this Agreement by
reason of any illegality;

(c)

the relevant Finance Party incurring any cost of complying with the minimum reserve requirements of the European
Central Bank; or

(d)

the occurrence of any market disruption event,

including (but not limited to) transferring its rights and obligations under the Finance Documents to an Affiliate or changing its
Facility Office.

15.

14.1.2

No Finance Party is obliged to take any step under this Clause 14 if, in the opinion of the relevant Finance Party (acting
reasonably), to do so might be prejudicial to it.

14.1.3

Each Finance Party must promptly notify the Agent of any circumstances as described in paragraphs (a) to (d) of Clause 14.1.1,
following which the Agent shall promptly notify the Borrower.

14.1.4

The Borrower must indemnify each Finance Party for all costs and expenses reasonably incurred by such Finance Party as a
result of any step taken under this Clause 14.

14.1.5

This Clause does not in any way limit the obligations of the Borrower under the Finance Documents.

REPLACEMENT OF A SINGLE LENDER

15.1

Replacement of a single Lender
15.1.1

Notwithstanding Clause 14 (Mitigation), if any circumstances arise which result in:
(a)

any Tax Payment or Increased Cost being payable to a Finance Party;

(b)

a Finance Party giving notice under Clause 10.3 (Market disruption);

(c)

a Finance Party being able to exercise any right of prepayment and/or cancellation under this Agreement by reason of
any illegality;

(d)

a Finance Party incurring any cost of complying with the minimum reserve requirements of the European Central
Bank;

(e)

a Finance Party being a Defaulting Lender; or

(f)

the occurrence of any market disruption event,

then the Borrower, at its expense, at any time within 180 days after the occurrence of the relevant event or circumstance may
by notice to the Agent require such Finance Party to (and to the extent permitted by law the relevant Finance Party shall)
novate pursuant to Clause 28 (Changes to the Parties) all (and not part only) of its rights and obligations under this Agreement
to an Eligible Institution (a “Replacement Lender”), which confirms its willingness to assume and does assume all the
obligations of the transferring Finance Party (including the assumption of the transferring Finance Party’s participations or
unfunded participations (as the case may be) on the same basis as the transferring Finance Party) for a purchase price in cash
payable at the time of transfer in an amount equal to the outstanding principal amount of the relevant Finance Party’s
participation in the outstanding Loan and all accrued interest (to the extent the Agent has not given a notification under Clause
29.12.2 (Pro rata interest settlement)), Break Costs and other amounts payable to the relevant Finance Party under the Finance
Documents provided that:

15.1.2

(i)

the Borrower shall have paid to the relevant Finance Party all amounts accrued and owing to relevant Finance
Party hereunder;

(ii)

the Borrower shall have no right to replace the Agent;

(iii)

the relevant Finance Party shall have no obligation to the Borrower to find a Replacement Lender;

(iv)

the transfer must take place no later than 14 days after the notice referred to above; and

(v)

the relevant Finance Party shall only be obligated to transfer its rights and obligations pursuant to this Clause
15 once it is satisfied that it has complied with all necessary “know your customer requirements” or other
similar checks under all applicable laws and regulations in relation to that transfer to the Replacement Lender.

Each Finance Party shall perform the checks described in paragraph (v) of Clause 15.1.1 above as soon as reasonably
practicable following delivery of a notice referred to in paragraph (f) of Clause 15.1.1 above and shall notify the Agent and the
Borrower when it is satisfied that it has complied with those checks.

16.

PAYMENT MECHANICS

16.1

Payments to the Agent

16.2

16.1.1

On each date on which the Borrower or a Lender is required to make a payment under a Finance Document, that Party shall
make the same available to the Agent (unless a contrary indication appears in a Finance Document) for value on the due date at
the time and in such funds specified by the Agent as being customary at the time for settlement of transactions in the relevant
currency in the place of payment.

16.1.2

Payment shall be made to such account in London with such bank as the Agent specifies.

Distributions by the Agent
Each payment received by the Agent under the Finance Documents for another Party shall, subject to Clause 16.3 (Distributions to the
Borrower) and Clause 16.4 (Clawback and pre-funding) be made available by the Agent as soon as practicable after receipt to the Party
entitled to receive payment in accordance with this Agreement (in the case of a Lender, for the account of its Facility Office), to such
account at such bank as that Party may notify to the Agent by not less than five Business Days’ notice with a bank in London specified
by that Party.

16.3

Distributions to the Borrower
The Agent may (with the consent of the Borrower or in accordance with Clause 17 (Set-Off)) apply any amount received by it for the
Borrower in or towards payment (on the date and in the currency and funds of receipt) of any amount due from the Borrower under the
Finance Documents, or in or towards purchase of any amount of any currency to be so applied.

16.4

Clawback and pre-funding
16.4.1

Where a sum is to be paid to the Agent under the Finance Documents for another Party, the Agent is not obliged to pay that
sum to that other Party (or to enter into or perform any related exchange contract) until it has been able to establish to its
satisfaction that it has actually received that sum.

16.4.2

Unless Clause 16.4.3 below applies, if the Agent pays an amount to another Party and it proves to be the case that the Agent
had not actually received that amount, then the Party to whom that amount (or the proceeds of any related exchange contract)
was paid by the Agent shall on demand refund the same to the Agent together with interest on that amount from the date of
payment to the date of receipt by the Agent, calculated by the Agent to reflect its cost of funds.

16.4.3

If the Agent is willing to make available amounts for the account of the Borrower before receiving funds from the Lenders,
then if and to the extent that the Agent does so but it proves to be the case that it does not then receive funds from a Lender in
respect of a sum which it paid to the Borrower:
(a)

the Agent shall notify the Borrower of that Lender’s identity and the Borrower shall, as soon as reasonably practicable
following a demand, refund the relevant amount made available to it to the Agent; and

(b)

the Lender by whom those funds should have been made available or, if that Lender fails to do so, the Borrower, shall
on demand pay to the Agent the amount (as certified by the Agent) which will indemnify the Agent against any

funding cost incurred by it as a result of paying out that sum before receiving those funds from that Lender.
16.5

Impaired Agent
16.5.1

If, at any time, the Agent becomes an Impaired Agent, the Borrower or a Lender (as applicable) which is required to make a
payment under the Finance Documents to the Agent in accordance with Clause 16.1 (Payments to the Agent) may instead
either:
(a)

pay that amount direct to the required recipient; or

(b)

if in its absolute discretion it considers that it is not reasonably practicable to pay that amount direct to the required
recipient(s), pay that amount to an interest-bearing account held with an Acceptable Bank and in relation to which no
Insolvency Event has occurred and is continuing, in the name of the Borrower or the Lender making the payment (as
applicable) (the “Paying Party”) and designated as a trust account for the benefit of the Party or Parties beneficially
entitled to that payment under the Finance Documents (the “Recipient Party” or the “Recipient Parties”).

In each case such payments must be made on the due date for payment under the Finance Documents.
16.5.2

All interest accrued on the amount standing to the credit of the trust account shall be for the benefit of the Recipient Party or
the Recipient Parties pro rata to their respective entitlements.

16.5.3

A Party which has made a payment in accordance with this Clause 16.5 shall be discharged of the relevant payment obligation
under the Finance Documents and shall not take any credit risk with respect to the amounts standing to the credit of the trust
account.

16.5.4

Promptly upon the appointment of a successor Agent in accordance with Clause 30.12 (Replacement of the Agent), each Paying
Party shall (other than to the extent that that Party has given an instruction pursuant to Clause 16.5.5) give all requisite
instructions to the bank with which the trust account is held to transfer the amount (together with any accrued interest) to the
successor Agent for distribution to the relevant Recipient Party or Recipient Parties in accordance with Clause 16.2
(Distributions by the Agent).

16.5.5

A Paying Party shall, promptly upon request by a Recipient Party and to the extent:
(a)

that it has not given an instruction pursuant to Clause 16.5.4 above; and

(b)

that it has been provided with the necessary information by that Recipient Party,

give all requisite instructions to the bank with which the trust account is held to transfer the relevant amount (together with any
accrued interest) to that Recipient Party.
16.6

Partial payments
16.6.1

If the Agent receives a payment for application against amounts due in respect of any Finance Documents that is insufficient to
discharge all the amounts then due and payable by the Borrower under those Finance Documents, the Agent shall apply that
payment

towards the obligations of the Borrower under those Finance Documents in the following order:

16.7

(a)

first, in or towards payment pro rata of any unpaid amount owing to the Agent under the Finance Documents;

(b)

second, in or towards payment pro rata of any accrued interest, fee or commission due but unpaid under those Finance
Documents;

(c)

third, in or towards payment pro rata of any principal due but unpaid under those Finance Documents; and

(d)

fourth, in or towards payment pro rata of any other sum due but unpaid under the Finance Documents.

16.6.2

The Agent shall, if so directed by the Majority Lenders, vary the order set out in Clauses 16.6.1(b) to 16.6.1(d) above

16.6.3

Clauses 16.6.1 and 16.6.2 above will override any appropriation made by the Borrower.

No set-off by the Borrower
All payments to be made by the Borrower under the Finance Documents shall be calculated and be made without (and free and clear of
any deduction for) set-off or counterclaim.

16.8

16.9

Business Days
16.8.1

Any payment under the Finance Documents which is due to be made on a day that is not a Business Day shall be made on the
next Business Day in the same calendar month (if there is one) or the preceding Business Day (if there is not).

16.8.2

During any extension of the due date for payment of any principal or Unpaid Sum under this Agreement, interest is payable on
the principal or Unpaid Sum at the rate payable on the original due date.

Currency of account
16.9.1

Subject to Clauses 16.9.2 and 16.9.3 below, the sterling is the currency of account and payment for any sum due from the
Borrower under any Finance Document.

16.9.2

Each payment in respect of costs, expenses or Taxes shall be made in the currency in which the costs, expenses or Taxes are
incurred.

16.9.3

Any amount expressed to be payable in a currency other than sterling shall be paid in that other currency.

16.10 Change of currency
16.10.1

Unless otherwise prohibited by law, if more than one currency or currency unit are at the same time recognised by the central
bank of any country as the lawful currency of that country, then:
(a)

any reference in the Finance Documents to, and any obligations arising under the Finance Documents in, the currency
of that country shall be translated into,

or paid in, the currency or currency unit of that country designated by the Agent (after consultation with the Borrower);
and
(b)

16.10.2

any translation from one currency or currency unit to another shall be at the official rate of exchange recognised by the
central bank for the conversion of that currency or currency unit into the other, rounded up or down by the Agent
(acting reasonably).

If a change in any currency of a country occurs, this Agreement will, to the extent the Agent (acting reasonably after
consultation with the Borrower), be amended to comply with any generally accepted conventions and market practice in the
Relevant Market and otherwise to reflect the change in currency.

16.11 Disruption to payment systems etc.
If either the Agent determines (in its discretion) that a Disruption Event has occurred or the Agent is notified by the Borrower that a
Disruption Event has occurred:

17.

16.11.1

the Agent may, and shall if requested to do so by the Borrower, consult with the Borrower with a view to agreeing with the
Borrower such changes to the operation or administration of the Facility as the Agent may deem necessary in the
circumstances;

16.11.2

the Agent shall not be obliged to consult with the Borrower in relation to any changes mentioned in Clause 16.11.1 above if, in
its opinion, it is not practicable to do so in the circumstances and, in any event, shall have no obligation to agree to such
changes;

16.11.3

the Agent may consult with the Finance Parties in relation to any changes mentioned in Clause 16.11.1 above but shall not be
obliged to do so if, in its opinion, it is not practicable to do so in the circumstances;

16.11.4

any such changes agreed upon by the Agent and the Borrower (whether or not it is finally determined that a Disruption Event
has occurred) shall be binding upon the Parties as an amendment to (or, as the case may be, waiver of) the terms of the Finance
Documents notwithstanding the provisions of Clause 27 (Amendments and Waivers);

16.11.5

the Agent shall not be liable for any damages, costs or losses to any person, any diminution in value or any liability whatsoever
(including, without limitation, for negligence, gross negligence or any other category of liability whatsoever, but not including
any claim based on the fraud of the Agent) arising as a result of its taking, or failing to take, any actions pursuant to or in
connection with this Clause 16.11; and

16.11.6

the Agent shall notify the Finance Parties of all changes agreed pursuant to Clause 16.11.4 above.

SET-OFF
If an Event of Default is continuing, a Finance Party may set off any matured obligation due from the Borrower under the Finance
Documents (to the extent beneficially owned by that Finance Party) against any matured obligation owed by that Finance Party to the
Borrower, regardless of the place of payment, booking branch or currency of either obligation.

18.

REPRESENTATIONS

18.1

Representations

The representations set out in this Clause are made by the Borrower to each Finance Party.
18.2

Status
It is a limited liability company, duly incorporated and validly existing under the laws of England and Wales.

18.3

Powers and authority
It has the power to enter into and perform, and has taken all necessary action to authorise the entry into and performance of, the
Finance Documents to which it is a party and the transactions contemplated by those Finance Documents.

18.4

Legal validity
Subject to the Legal Reservations, each Finance Document to which it is a party is its legally binding, valid and enforceable obligation.

18.5

Non-conflict
Subject to the Legal Reservations, the entry into and performance by it of, and the transactions contemplated by, the Finance
Documents do not conflict with any borrowing or other power or restriction granted or imposed by:

18.6

18.7

18.5.1

any law or regulation applicable to it and violation of which has or is likely to have a Material Adverse Effect; or

18.5.2

its constitutional documents.

No default
18.6.1

No Event of Default is outstanding.

18.6.2

No Event of Default might reasonably be expected to result from the making of the Loan.

18.6.3

No other event or circumstance is outstanding which constitutes a default under any other agreement or instrument which is
binding on it or to which its assets are subject, in each case which has or is reasonably likely to have a Material Adverse Effect.

Authorisations
All authorisations required:
18.7.1

To enable it to enter into, exercise its rights and comply with its obligations under the Finance Documents to which it is a party;
and

18.7.2

to make the Finance Documents admissible in evidence in England and Wales,

have been obtained or effected (as appropriate) and, subject to the Legal Reservations, are in full force and effect.
18.8

Financial statements

Its and each of the Distribution Companies’ audited consolidated financial statements most recently delivered to the Agent (which, at
the date of this Agreement, are the Original Financial Statements):
18.8.1

have been prepared in accordance with accounting principles and practices generally accepted in its jurisdiction of
incorporation, consistently applied; and

18.8.2

fairly present the consolidated financial condition of the relevant entity as at the date to which they were drawn up,

except, in each case, as disclosed to the contrary in those financial statements.
18.9

Litigation
No litigation, arbitration or administrative proceedings against it are current or, to its knowledge, pending or threatened, in each case
which are reasonably likely to be adversely determined and, if so adversely determined, are reasonably likely to have a Material
Adverse Effect.

18.10 Winding Up
No meeting has been convened for its winding-up and, so far as it is aware, no petition, application or the like is outstanding for its
winding-up.
18.11 Non-Violation of other Agreements
Its entry into, exercise of its rights and/or performance of or compliance with its obligations under this Agreement do not and will not
violate, to an extent or in a manner which has or is likely to have a Material Adverse Effect on it, any agreement to which it is a party
or which is binding on it.
18.12 Governing Law and Enforcement
18.12.1

The choice of English law as the governing law of the Finance Documents will be recognised and enforced in its jurisdiction of
incorporation.

18.12.2

Any judgment obtained in England in relation to a Finance Document will be recognised and enforced in its jurisdiction of
incorporation.

18.13 No filing or stamp taxes
Under the law of its jurisdiction of incorporation it is not necessary that the Finance Documents be filed, recorded or enrolled with
any court or other authority in that jurisdiction or that any stamp, registration or similar tax be paid on or in relation to the Finance
Documents or the transactions contemplated by the Finance Documents (which for these purposes does not include a Transfer
Certificate or other transfer or disposal of any Finance Party’s rights or obligations under a Finance Document or any stamp,
registration or similar tax that may be imposed on enforcement of any security).
18.14 No misleading information
18.14.1

Save as disclosed to the Agent prior to the date of this Agreement, any factual information provided by any member of the
Group to any Finance Party in connection with the Facility was true and accurate in all material respects as at the date it was
provided or as at the date (if any) at which it is stated.

18.14.2

Nothing has occurred or been omitted from the information provided to the Agent in connection with the Facility and no
information has been given or withheld that results in the information provided being untrue or misleading in any material
respect.

18.15 Pari Passu ranking
Its payment obligations under the Finance Documents rank at least pari passu with the claims of all its other unsecured and
unsubordinated creditors, except for obligations mandatorily preferred by law applying to companies generally.
18.16 Licence
Each Licence is in full force and effect and there is no investigation or proceeding current, pending or threatened which could, if
adversely determined, result in the termination of any Licence.
18.17 Anti-corruption law
Each member of the Group has conducted its businesses in compliance with applicable anti-corruption laws and has instituted and
maintained policies and procedures designed to promote and achieve compliance with such laws.
18.18 Sanctions
18.18.1

No member of the Group nor, to the knowledge of the Borrower, any of their directors or officers:
(a)

is a Restricted Party; or

(b)

is located or resident in or organised under the laws of a country or territory that is the subject of country-wide or
territory-wide Sanctions; or

(c)

has received notice of, or is aware of, any claim, action, suit, proceeding or investigation against it with respect to
Sanctions by any Sanctions Authority.

18.18.2

The Borrower shall ensure that each member of the Group will ensure that appropriate policies, procedures, controls and
safeguards are in place designed to prevent any action being taken that would be contrary to 18.18.1.

18.18.3

Nothing in this Clause 18.18 shall create or establish an obligation or right for any member of the Group to the extent that, by
agreeing to it, compliance with it, exercising it, having such obligation or right, or otherwise, it would be placed in violation of
any law applicable to it.

18.18.4

The Borrower shall only represent or warrant under this Clause 18.18 to the extent that giving or complying with such
representation does not result in any violation of, conflict with or liability under Council Regulation EC No.2271/96 (the
“Blocking Regulation”).

18.18.5

This Clause 18.18 shall only apply for the benefit of a Lender to the extent that the representation under this Clause 18.18
would not result in any violation of, conflict with or liability under the Blocking Regulation.

18.19 Times for making representations

18.19.1

The representations set out in this Clause are made by the Borrower on the date of this Agreement.

18.19.2

The representations in Clauses 18.2 (Status) to 18.5 (Non conflict) (inclusive), 18.6.1 (No default), 18.7 (Authorisations), 18.8
(Financial statements) and 18.12 (Governing Law and Enforcement) are deemed to be repeated by the Borrower on the first
day of each Interest Period.

18.19.3

When a representation is repeated, it is applied to the circumstances existing at the time of repetition.

19.

INFORMATION COVENANTS

19.1

Financial statements
19.1.1

19.1.2

The Borrower must supply to the Agent:
(a)

its and each of the Distribution Companies’ audited consolidated financial statements for each of their financial years;
and

(b)

its interim consolidated financial statements for the first half-year of each of its financial years.

All financial statements must be supplied as soon as they are available and:
(a)

in the case of the Borrower’s and each of the Distribution Companies’ audited consolidated financial statements, within
180 days; and

(b)

in the case of the Borrower’s interim financial statements, within 90 days,

of the end of the relevant financial period.
19.2

Form of Financial Statements
If any financial statement delivered or to be delivered to the Agent pursuant to Clause 19.1 (Financial Statements) is not to be or, as the
case may be, has not been prepared in accordance with Applicable Accounting Principles:
19.2.1

the Borrower shall notify the Agent no later than concurrently with the delivery of the relevant financial statements;

19.2.2

if the effect of the change (when aggregated with any other change since the date of the Original Financial Statements) to the
basis on which the relevant financial statements were prepared results in a deviation of equal to or greater than 3 per cent. from
the result of the calculation of financial ratios in Clause 20.3 (Interest Cover) and Clause 20.4 (Asset Cover) and/or the
definitions of the terms used in Clause 20 (Financial Covenants) had such change or changes (as applicable) not occurred, if
the Agent so requests:
(a)

the Borrower shall deliver to the Agent a description of the change or changes (as applicable) and sufficient
information to enable the Lenders to determine whether Clause 20.3 (Interest Cover) and Clause 20.4 (Asset Cover)
have been complied with and to make an accurate comparison between the financial position indicated in those
financial statements and the Original Financial Statements; and

(b)

19.3

19.4

the Borrower and the Agent shall enter into negotiations in good faith with a view to agreeing any amendments to this
Agreement which may be necessary to ensure that the change does not result in any material alteration in the
commercial effect of the financial ratios in Clause 20.3 (Interest Cover) and Clause 20.4 (Asset Cover) and/or the
definitions of the terms used in Clause 20 (Financial Covenants);

19.2.3

if the amendments contemplated in paragraph 19.2.2 above are agreed by the Borrower and the Majority Lenders within 25
days, those amendments shall take effect in accordance with the terms of that agreement; and

19.2.4

if the amendments contemplated in paragraph 19.2.2 above are not so agreed within 25 days, the Borrower shall, with all
subsequent financial statements to be delivered to the Agent pursuant to Clause 19.1 (Financial Statements), deliver to the
Agent sufficient information to enable the Lenders to determine whether Clause 20.3 (Interest Cover) and Clause 20.4 (Asset
Cover) have been complied with and to make an accurate comparison between the financial position indicated in those
financial statements and the Original Financial Statements.

Compliance Certificate
19.3.1

The Borrower must supply to the Agent a Compliance Certificate with each set of its financial statements delivered to the
Agent under this Agreement.

19.3.2

Each Compliance Certificate must be signed by two directors of the Borrower.

Information - miscellaneous
The Borrower must supply to the Agent:

19.5

19.4.1

copies of all documents despatched by the Borrower to its creditors generally (or any class of them) (in each case other than
any Affiliate of the Borrower) at the same time as they are despatched;

19.4.2

promptly, details of the loss of any Licence or any communication from OFGEM or other government agency regarding any
potential or threatened loss of any Licence;

19.4.3

written notice of the details of any proposed changes to a Licence which are reasonably likely to have a Material Adverse
Effect as soon as reasonably practicable after becoming aware of the same; and

19.4.4

if an Event of Default is continuing, promptly on request by the Agent, such further information regarding the financial
condition, business and operations of the Group as any Finance Party through the Agent may reasonably request.

Notification of Default
The Borrower must notify the Agent of any Default (and the steps, if any, being taken to remedy it) promptly upon becoming aware of
its occurrence.

19.6

Use of websites
19.6.1

Except as provided below, the Borrower may deliver any information under this Agreement to the Agent by posting it on to an
electronic website if:

19.6.2

(a)

the Borrower and the Agent designate an electronic website for this purpose;

(b)

the Borrower notifies the Agent of the address of and password for the website; and

(c)

the information posted is in a format agreed between the Borrower and the Agent.

The Borrower must promptly upon becoming aware of its occurrence, notify the Agent if:
(a)

the website cannot be accessed;

(b)

the website or any information on the website is infected by any electronic virus or similar software;

(c)

the password for the website is changed; or

(d)

any information to be supplied under this Agreement is posted on the website or amended after being posted.

If the circumstances in paragraphs (a) or (b) above occur, the Borrower must supply any information required under this
Agreement in paper form.
19.7

Know your customer requirements
19.7.1

If:
(a)

the introduction of or any change in (or in the interpretation, administration or application of) any law or regulation
made after the date of this Agreement;

(b)

any change in the status of the Borrower (or a Holding Company of the Borrower) after the date of this Agreement; or

(c)

a proposed assignment or transfer by a Lender of any of its rights and obligations under this Agreement to a party that
is not a Lender prior to such assignment or transfer,

obliges a Lender (or, in the case of paragraph (c) above, any prospective new Lender) to comply with “know your customer
requirements” or similar identification procedures in circumstances where the necessary information is not already available to
it, the Borrower shall promptly upon the request of the Agent or any Lender supply, or procure the supply of, such
documentation and other evidence as is reasonably requested by the Agent (for itself or on behalf of any Lender) or any Lender
(for itself or, in the case of the event described in paragraph (c) above, on behalf of any prospective new Lender) in order for
the relevant Lender or, in the case of the event described in paragraph (c) above, any prospective new Lender to carry out and
be satisfied it has complied with all necessary “know your customer requirements” or other similar checks under all applicable
laws and regulations pursuant to the transactions contemplated in the Finance Documents.
19.7.2

Each Lender shall promptly upon the request of the Agent supply, or procure the supply of, such documentation and other
evidence as is reasonably requested by the Agent (for itself) in order for the Agent to carry out and be satisfied it has complied
with all

necessary “know your customer” or other similar checks under all applicable laws and regulations pursuant to the transactions
contemplated in the Finance Documents.
20.

FINANCIAL COVENANTS

20.1

Definitions
In this Clause:
“Cash” means, at any time, cash denominated in a currency of an Acceptable Jurisdiction in hand or at bank and (in the latter case)
credited to an account in the name of a member of the Group with an Acceptable Bank and to which a member of the Group is alone
(or together with other members of the Group) beneficially entitled and for so long as:
(a)

that cash is repayable within 90 days after the relevant date of calculation;

(b)

repayment of that cash is not contingent on the prior discharge of any other indebtedness of any member of the Group or of any
other person whatsoever or on the satisfaction of any other condition;

(c)

there is no Security Interest over that cash other than Security Interests permitted under Clause 21.5.3 (Negative pledge); and

(d)

the cash is freely and (except as mentioned in paragraph (a) above) immediately available to be applied in repayment or
prepayment of the Facility.

“Cash Equivalent Investments” means at any time:
(a)

certificates of deposit maturing within one year after the relevant date of calculation and issued by an Acceptable Bank;

(b)

any investment in marketable debt obligations issued or guaranteed by the government of an Acceptable Jurisdiction or by an
instrumentality or agency of any of them having an equivalent credit rating, maturing within one year after the relevant date of
calculation and not convertible or exchangeable to any other security;

(c)

commercial paper not convertible or exchangeable to any other security:
(i)

for which a recognised trading market exists;

(ii)

issued by an issuer incorporated in an Acceptable Jurisdiction;

(iii)

which matures within one year after the relevant date of calculation; and

(iv)

which has a credit rating of either A-1 or higher by Standard & Poor’s Rating Services or F1 or higher by Fitch Ratings
Ltd or P-1 or higher by Moody’s Investors Service Limited, or, if no rating is available in respect of the commercial
paper, the issuer of which has, in respect of its long- term unsecured and non-credit enhanced debt obligations, an
equivalent rating;

(d)

Sterling bills of exchange eligible for rediscount at the Bank of England (or their dematerialised equivalent) and accepted by an
Acceptable Bank;

(e)

any investment in money market funds which:

(f)

(i)

have a credit rating of either A-1 or higher by Standard & Poor’s Rating Services or F1 or higher by Fitch Ratings Ltd
or P-1 or higher by Moody’s Investors Service Limited;

(ii)

invest substantially all their assets in securities of the types described in paragraphs (a) to (d) above; and

(iii)

can be turned into cash on not more than 30 days’ notice; or

any other debt security approved by the Majority Lenders,

in each case, denominated in a currency of an Acceptable Jurisdiction and to which any member of the Group is alone (or together with
other members of the Group) beneficially entitled at that time and which is not issued or guaranteed by any member of the Group or
subject to any Security Interest (other than Security Interests permitted under Clause 21.5.3 (Negative pledge)).
“Consolidated EBITDA” means the consolidated net pre-taxation profits of the Group for a Calculation Period as adjusted by:
(a)

adding back Interest Payable;

(b)

taking no account of any exceptional or extraordinary item;

(c)

excluding any amount attributable to minority interests;

(d)

adding back depreciation and amortisation; and

(e)

taking no account of any revaluation of an asset or any loss or gain over book value arising on the disposal of an asset
(otherwise than in the ordinary course of trading) by a member of the Group during that Calculation Period.

“Interest Payable” means, in relation to any Calculation Period, all interest payable and similar charges of the Group expressed in the
relevant currency and determined on a consolidated basis in accordance with Applicable Accounting Principles but excluding interest
payable or similar charges of the Group in relation to:
(a)

intra-Group items; and

(b)

any loans from Affiliates (other than any member of the Group) and shareholder loans to the extent that such loans from
Affiliates and/or shareholder loans are subordinated on the terms set out in a Subordination Deed.

“Regulatory Asset Value” means at any date, the regulatory asset value of the Distribution Companies for such date as last determined
and notified by OFGEM (interpolated as necessary and adjusted for additions to the regulatory asset value and adjusted as appropriate
for out-turn inflation / regulatory depreciation).
“Total Net Debt” means, at any time, the consolidated Financial Indebtedness of the Group which is required to be accounted for as
debt in the consolidated annual financial statements of the Group less the aggregate at such time of all Cash or Cash Equivalent
Investments held by any member of the Group excluding:
(a)

intra-Group items; and

(b)
20.2

Interpretation
20.2.1

Except as provided to the contrary in this Agreement, an accounting term used in this Clause is to be construed in accordance
with the principles applied in connection with the Original Financial Statements.

20.2.2

Any amount in a currency other than Sterling is to be taken into account at its Sterling equivalent calculated on the basis of:

20.2.3

20.3

loans from Affiliates (other than any member of the Group) and shareholder loans, to the extent that such loans from Affiliates
and/or shareholder loans are subordinated on the terms set out in a Subordination Deed.

(a)

the Agent’s spot rate of exchange for the purchase of the relevant currency in the London foreign exchange market
with Sterling at or about 11.00 a.m. on the day the relevant amount falls to be calculated; or

(b)

if the amount is to be calculated on the last day of a financial period of the Borrower, the relevant rates of exchange
used by the Borrower in, or in connection with, its financial statements for that period.

No item must be credited or deducted more than once in any calculation under this Clause.

Interest cover
The Borrower must ensure that the ratio of Consolidated EBITDA to Interest Payable is not, on the last day of each Calculation Period,
less than 3:1.

20.4

Asset Cover
The Borrower must ensure that on the last day of each Calculation Period, Total Net Debt does not exceed 87.5% of the Regulatory
Asset Value.

20.5

Calculation of Interest Payable
For the purpose of the financial covenant set out in Clause 20.3 (Interest cover), in relation to any Calculation Period ending less than
12 months from the date of this Agreement, Interest Payable shall be calculated ignoring any amounts accrued before the date of this
Agreement and in respect of the period after the date of this Agreement shall be increased by a factor of A/B where ‘A’ is 365 and ‘B’
is the total number of calendar days between the date of this Agreement and the last day of such Calculation Period.

21.

GENERAL COVENANTS

21.1

General
The Borrower agrees to be bound by the covenants set out in this Clause relating to it and, where the covenant is expressed to apply to
each Distribution Company or each member of the Group, the Borrower must ensure that each Distribution Company or each of its
Subsidiaries, as the case may be, performs that covenant.

21.2

Authorisations

The Borrower must promptly obtain, maintain and comply with the terms of any authorisation required under any law or regulation to
enable it to perform its obligations under, or for the validity or enforceability of, any Finance Document.
21.3

Compliance with laws
Each member of the Group must comply in all respects with all laws to which it is subject where failure to do so is reasonably likely to
have a Material Adverse Effect.

21.4

Pari passu ranking
The Borrower must ensure that its payment obligations under the Finance Documents rank at least pari passu with all its other present
and future unsecured and unsubordinated payment obligations, except for obligations mandatorily preferred by law applying to
companies generally.

21.5

Negative pledge
In this Clause 21.5, “Quasi-Security” means an arrangement or transaction described in Clause 21.5.2 below.
21.5.1

Except as provided below, none of the Borrower, any Distribution Company nor any Holding Company of a Distribution
Company (to the extent such Holding Company is a member of the Group) may create or allow to exist any Security Interest or
Quasi-Security on any of its assets.

21.5.2

Except as provided below, none of the Borrower, any Distribution Company nor any Holding Company of a Distribution
Company (to the extent such Holding Company is a member of the Group) may:
(a)

sell, transfer or otherwise dispose of any of its assets on terms whereby they are or may be leased to or re-acquired by
the Borrower or any other member of the Group;

(b)

sell, transfer or otherwise dispose of any of its receivables on recourse terms;

(c)

enter into any arrangement under which money or the benefit of a bank or other account may be applied, set-off or
made subject to a combination of accounts; or

(d)

enter into any other preferential arrangement having a similar effect,

in circumstances where the arrangement or transaction is entered into primarily as a method of raising Financial Indebtedness
or of financing the acquisition of an asset.
21.5.3

Clauses 21.5.1 and 21.5.2 do not apply to:
(a)

any Security Interest or Quasi-Security created over the assets of or any shares or other ownership interests in any
entity which becomes a member of the Group after the date of this Agreement as a result of a Permitted Acquisition
provided that the Security Interest or Quasi- Security is removed or discharged within 6 months of the date of such
acquisition;

(b)

any Security Interest or Quasi-Security created under or in connection with or arising out of the Balancing and
Settlement Code or any transactions or

arrangements entered into in connection with the management of risks relating thereto;
(c)

in respect of overdue amounts which have not been overdue for more than 30 days and/or are being contested in good
faith, liens arising solely by operation of law or by order of a court or tribunal (or by an agreement of similar effect)
and/or in the ordinary course of day to day business or operations;

(d)

any Security Interest or Quasi-Security arising out of title retention provisions in a supplier’s standard conditions of
supply of goods acquired in the ordinary course of business or operations;

(e)

any Security Interest or Quasi-Security created on any asset acquired after the date of this Agreement for the sole
purpose of financing or re- financing that acquisition and securing a principal, capital or nominal amount not
exceeding the cost of that acquisition, provided that the Security Interest or Quasi-Security is removed or discharged
within 6 months of the date of acquisition of such asset;

(f)

any Security Interest or Quasi-Security outstanding on or over any asset acquired after the date of this Agreement and
in existence at the date of such acquisition, provided that the Security Interest or Quasi-Security is removed or
discharged within 6 months of the date of acquisition of such asset;

(g)

any Security Interest or Quasi-Security created or outstanding on or over any asset of any company which becomes a
Subsidiary of the Borrower after the date of this Agreement where such Security Interest or Quasi- Security is created
prior to the date on which such company becomes a Subsidiary of the Borrower and is not created or increased in
contemplation of such company being acquired and/or becoming a Subsidiary of the Borrower and the Security
Interest or Quasi-Security is removed or discharged within 6 months of the date of such company becoming a
Subsidiary of the Borrower;

(h)

any Security Interest or Quasi-Security created on any asset to secure any Financial Indebtedness incurred in
connection with the financing of any asset or project in respect of which the repayment of that Financial Indebtedness
is to be made from the revenues arising out of, or other proceeds of realisation from, that asset or project, with recourse
to those revenues and proceeds and other assets used in connection with, or forming the subject matter of, that asset or
project but without recourse to any other assets of the Group;

(i)

any netting arrangements under any swap or other hedging transaction which is on standard market terms;

(j)

any Security Interest or Quasi-Security created or outstanding on or over assets of:
(i)

the Borrower provided that the aggregate outstanding principal or nominal amount secured by all Security
Interests and Quasi- Security created or outstanding under this exception on or over such assets shall not at any
time exceed £5,000,000 or its equivalent; and

(ii)

a Distribution Company provided that the aggregate outstanding principal or nominal amount secured by all
Security Interests and

Quasi-Security created or outstanding under this exception on or over such assets shall not at any time exceed
£20,000,000 or its equivalent for each Distribution Company.
21.6

Disposals
21.6.1

Except as provided below, no member of the Group may, either in a single transaction or in a series of transactions and whether
related or not, dispose of all or any part of its assets (other than cash).

21.6.2

Clause 21.6.1 does not apply to:
(a)

any disposal made in the ordinary course of day to day business or operations of the disposing entity;

(b)

disposals on normal commercial terms of obsolete assets or assets no longer required for the purpose of the relevant
member of the Group’s business or operations;

(c)

any realisation of investments acquired, purchased or made by the temporary application of funds not immediately
required in the relevant member of the Group’s business or operations;

(d)

the exchange of assets for other assets of a similar or superior nature and value (other than an exchange of a non-cash
asset for cash), or the sale of assets on normal commercial terms for cash which is payable in full on the completion of
the sale and is to be, and is, applied in or towards the purchase of similar assets within six months;

(e)

the disposal of assets by one wholly-owned Subsidiary of the Borrower to another or (if the consideration for the
disposal does not exceed a normal commercial consideration) to the Borrower by one of its Subsidiaries;

(f)

disposals in connection with sale-and-leaseback or sale and repurchase transactions or any other form of “off balance
sheet” financing, provided that the aggregate book value (in the books of the disposing party) of all assets the subject
of all such disposals made during the period commencing on the date of this Agreement and ending on the date when
no amount remains payable under this Agreement shall not exceed £100,000,000 or its equivalents; and

(g)

any disposal of any assets (including shares) other than:
(i)

any shares held in any Distribution Company or in any Holding Company of a Distribution Company; and

(ii)

any assets of a Distribution Company,

for cash where the higher of the market value and net consideration receivable (when aggregated with the higher of the
market value and net consideration receivable for any other sale, lease, licence, transfer or other disposal of any such
assets which is not permitted under any other paragraph of this Clause 21.6.2) does not exceed 10% of the Regulatory
Asset Value at the relevant time.
21.7

Environmental matters

21.7.1

The Borrower will and will ensure that each Distribution Company will comply with all applicable Environmental Law and
other regulations, orders or other law applicable to the conduct of the business of the supply or distribution of electricity, in
each case, where failure to do so would have a Material Adverse Effect.

21.7.2

The Borrower will, promptly upon becoming aware of the same, inform the Agent in writing of:
(a)

any Environmental Claim against it or any Distribution Company which is current, pending or threatened; and

(b)

any facts or circumstances which are reasonably likely to result in any Environmental Claim being commenced or
threatened against it or any Distribution Company,

where the claim, if determined against that member of the Group, would have a Material Adverse Effect.
21.8

Insurance
Each member of the Group must insure its business and assets with insurance companies to such an extent and against such risks as
that member of the Group reasonably considers to be appropriate, having regard to the insurance arrangements of companies engaged
in similar business.

21.9

Merger
The Borrower shall not enter into any amalgamation, demerger, merger, corporate reconstruction or reorganisation.

21.10 Change of business
The Borrower shall procure that no substantial change is made to the general nature of the business of the Borrower or the Group taken
as a whole from that carried on at the date of this Agreement.
21.11 Acquisitions
21.11.1

Except as provided below neither the Borrower nor any other member of the Group may acquire a company or any shares or
securities or a business or undertaking (or, in each case, any interest in any of them).

21.11.2

Clause 21.11.1 does not apply to:
(a)

an acquisition by a member of the Group of an asset sold, leased, transferred or otherwise disposed of by another
member of the Group as permitted under Clause 21.6 (Disposals) above; or

(b)

any Permitted Acquisition.

21.12 Prohibition on Debt Purchase Transactions of the Group
The Borrower shall not, and shall procure that no other member of the Group shall, enter into any Debt Purchase Transaction.

21.13 Prohibitions on Subsidiary Financial Indebtedness
The Borrower shall procure that no member of the Group (other than the Borrower, any Distribution Company or any Subsidiary which
is not a Holding Company of a Distribution Company) will incur or allow to remain outstanding any Financial Indebtedness (other than
Financial Indebtedness owed to another member of the Group).
21.14 Arm’s length transactions
The Borrower shall not (and shall ensure that no member of the Group shall) enter into any material transactions with any other
member of the PPL Group except on arm’s length terms and for full market value (or on terms which are more favourable to the
Group).
21.15 Pensions
21.15.1

The Borrower shall ensure that no action or omission is taken by any member of the Group in relation to a pension scheme
which has or is reasonably likely to have a Material Adverse Effect (including, without limitation, the termination or
commencement of winding-up proceedings of any such pension scheme).

21.15.2

Except in respect of WPD South Wales Plc for the Western Power Utilities Pension Scheme, the Infralec 92 Scheme and the
WPD Group Electricity Supply Pension Scheme (and in the case of merger, the CN Group of the ESPS) the Borrower shall
ensure that no member of the Group is an employer (for the purposes of sections 38 to 51 of the Pensions Act 2004) of an
occupational pension scheme which is not a money purchase scheme (both terms as defined in the Pension Schemes Act 1993)
or “connected” with or an “associate” of (as those terms are used in sections 38 or 43 of the Pensions Act 2004) such an
employer.

21.16 Licence
The Borrower will procure that each Distribution Company will at all times:
21.16.1

comply with the terms of its Licence in all material respects;

21.16.2

without prejudice to the generality of Clause 21.16.1, comply with the ring fencing provisions of its Licence in all respects; and

21.16.3

not take any action or make any omission which is reasonably likely to result in the revocation or termination of its Licence,

in each case if failure to do so would have or would be reasonably likely to have a Material Adverse Effect.
21.17 Dividends and Distribution
The Borrower (and any other member of the Group) will be permitted, at any time, to:
21.17.1

declare, make or pay any dividend, charge, fee or other distribution (or interest on any unpaid dividend, charge, fee or other
distribution) (whether in cash or in kind) on or in respect of its share capital (or any class of its share capital);

21.17.2

repay or distribute any dividend or share premium reserve;

21.17.3

pay or allow any member of the Group to pay any management, advisory or other fee to or to the order of any of the
shareholders of the Borrower or their Affiliates (not being members of the Group);

21.17.4

redeem, repurchase, defease, retire or repay any of its share capital or resolve to do so;

21.17.5

make a loan to any of the shareholders of the Borrower or their Affiliates (not being members of the Group); or

21.17.6

repay or prepay any amount (in case or in kind) (including, without limitation, in respect of principal, interest, capitalised
interest, commission, charges and fees) under any loan from the shareholders of the Borrower or their Affiliates (not being
members of the Group),

provided that, on or prior to the date of such payment, the Borrower has delivered a certificate to the Agent confirming that, taking
into account such payment, Total Net Debt will not exceed 85% and the Borrower will be in compliance with its obligations under
Clause 20.3 (Interest Cover) in each case on each of the two immediately succeeding Calculation Dates.
21.18 Sanctions
21.18.1

The Borrower shall ensure that no member of the Group directly or indirectly:
(a)

(b)

uses, lends, contributes or otherwise makes available any part of the proceeds of the Loan:
(i)

for the purpose of financing any trade, business or other activities involving, or for the benefit of, any
Restricted Party; or

(ii)

in any other manner that results in any person being in breach of any Sanctions or becoming a Restricted Party;
or

funds all or part of any payment in connection with a Finance Document out of proceeds derived from transactions
with a Restricted Party.

21.18.2

The Borrower shall ensure that each member of the Group will ensure that appropriate policies, procedures, controls and
safeguards are in place designed to prevent any action being taken that would be contrary to Clause 21.18.1.

21.18.3

Nothing in this Clause 21.18 shall create or establish an obligation or right for any member of the Group to the extent that, by
agreeing to it, compliance with it, exercising it, having such obligation or right, or otherwise, would be placed in violation of
any law applicable to it.

21.18.4

The Borrower shall only undertake under this Clause 21.18 to the extent that giving or complying with such undertaking does
not result in any violation of, conflict with or liability under the Blocking Regulation.

21.18.5

This Clause 21.18 shall only apply for the benefit of a Finance Party to the extent that this Clause 21.18 would not result in any
violation of, conflict with or liability under the Blocking Regulation.

21.19 Anti-corruption law

21.19.1

The Borrower shall not (and shall ensure that no other member of the Group will) directly or indirectly use the proceeds of the
Facility for any purpose which would breach the Bribery Act 2010, the United States Foreign Corrupt Practices Act of 1977 or
other similar legislation in other jurisdictions.

21.19.2

The Borrower shall (and shall ensure that each other member of the Group will):
(a)

conduct its business in compliance with applicable anti-corruption laws; and

(b)

maintain policies and procedures designed to promote and achieve compliance with such laws.

22.

EVENTS OF DEFAULT

22.1

Events of Default
Each of the events set out in this Clause (other than in Clause 22.14 (Acceleration)) is an Event of Default.

22.2

Non-payment
The Borrower fails to pay any sum payable under any Finance Document when due unless its failure to pay is caused by:
22.2.1

administrative or technical error; or

22.2.2

a Disruption Event,

and payment is made within five Business Days of its due date.
22.3

22.4

Breach of other obligations
22.3.1

The Borrower does not perform or comply with its obligations under Clause 20 (Financial Covenants).

22.3.2

The Borrower does not perform or comply with any of its other obligations under any Finance Document (other than those
referred to in Clause 22.2 (Non- payment) and in Clause 22.3.1) in any material respect or any representation or warranty by
the Borrower in this Agreement (or in any document delivered under this Agreement is or proves to have been incorrect when
made or deemed repeated, unless the non-compliance or circumstance giving rise to the misrepresentation, as the case may be,
is capable of remedy and is not remedied within 20 Business Days of the earlier of the Agent giving notice requiring the same
to be remedied and the Borrower becoming aware of such non-compliance or misrepresentation, as the case may be.

Cross-default
22.4.1

Any Financial Indebtedness of the Borrower or any Distribution Company is not paid when due nor within any originally
applicable grace period.

22.4.2

Any Financial Indebtedness of the Borrower or any Distribution Company is declared to be or otherwise becomes due and
payable prior to its specified maturity as a result of an event of default (however described).

22.4.3

Any commitment for any Financial Indebtedness of the Borrower or any Distribution Company is cancelled or suspended by a
creditor of that member of the Group as a result of an event of default (however described).

22.4.4

Any creditor of the Borrower or any Distribution Company becomes entitled to declare any Financial Indebtedness of any
member of the Group due and payable prior to its specified maturity as a result of an event of default (however described).

22.4.5

No Event of Default will occur under this Clause 22.4:
(a)

(b)
22.5

(i)

intra-Group items; or

(ii)

loans from Affiliates (other than any member of the Group) and/or shareholder loans to the extent that such
loans from Affiliates and/or shareholder loans are subordinated on the terms set out in a Subordination Deed;
or

unless and until the aggregate amount of such Financial Indebtedness falling within Clauses 22.4.1 to 22.4.4 is more
than £20,000,000 or its equivalent in any other currency or currencies.

Insolvency
22.5.1

22.5.2

22.6

in respect of any Financial Indebtedness in respect of:

Any of the following occurs in respect of the Borrower:
(a)

it is unable to pay its debts generally as they fall due or is declared to be unable to pay its debts under applicable law;

(b)

it suspends making payments on all or any class of its debts or publicly announces an intention to do so;

(c)

by reason of actual or anticipated financial difficulties, it begins negotiations with all or any class of its creditors for the
general rescheduling of its indebtedness; or

(d)

a moratorium is declared in respect of any of its indebtedness.

If a moratorium occurs in respect of the Borrower, the ending of the moratorium will not remedy any Event of Default caused
by the moratorium.

Insolvency proceedings
22.6.1

Except as provided below, any of the following occurs in respect of the Borrower:
(a)

a suspension of payments, a moratorium of any indebtedness or a reorganisation (by way of voluntary arrangement,
scheme of arrangement or otherwise);

(b)

any person presents a petition for its winding-up, administration or dissolution;

(c)

an order for its winding-up, administration or dissolution is made;

22.6.2

22.7

(d)

any liquidator, trustee in bankruptcy, judicial custodian, compulsory manager, receiver, administrative receiver,
administrator or similar officer is appointed in respect of it or any of its assets;

(e)

its directors or other officers request the appointment of a liquidator, trustee in bankruptcy, judicial custodian,
compulsory manager, receiver, administrative receiver, administrator or similar officer;

(f)

enforcement of any Security over any of its assets; or

(g)

any other analogous step or procedure is taken in any jurisdiction.

Clause 22.6.1 does not apply to:
(a)

a petition for winding-up presented by a creditor which is being actively contested in good faith and with due diligence
and with a reasonable prospect of success;

(b)

a voluntary solvent winding-up, amalgamation, reconstruction or reorganisation or otherwise part of a solvent scheme
of arrangement;

(c)

any action, legal proceedings or other step over or relating to assets (other than, in the case of Clause 22.6.1(f), the
shares of any immediate Subsidiary of the Borrower which is a Holding Company of any Distribution Company) the
aggregate value of which does not exceed £20,000,000 (or its equivalent in other currencies.

Creditors’ process
A distress, attachment, execution or other legal process (in each case other than to the extent such process is frivolous or vexatious)
which is material in relation to the Borrower’s ability to perform its payment obligations under this Agreement is levied, enforced or
sued out on or against the assets of the Borrower and is not discharged or stayed within 30 days.

22.8

Licence
Either:
22.8.1

notice is given to revoke or terminate any Licence unless such termination is being contested in good faith and such notice is
revoked or cancelled within 14 days of notice being given; or

22.8.2

any Licence is revoked,

in either case, other than in circumstances which permit the Borrower or the relevant Distribution Company to carry on the distribution
business of the relevant Distribution Company either without a licence as a result of any change in the Act or regulatory regime or with
a new licence, permitting the distribution of electricity in the authorised areas covered by the relevant Licence, issued under the Act or
pursuant to the Utilities Act, 2000.
22.9

Unlawfulness and invalidity
22.9.1

It is or becomes unlawful for the Borrower to perform any of its obligations under the Finance Documents in any material
respect.

22.9.2

Any obligation or obligations of the Borrower under any Finance Documents are not (subject to the Legal Reservations) or
cease to be legal, valid, binding or enforceable and the cessation individually or cumulatively materially and adversely affects
the interests of the Lenders under the Finance Documents.

22.10 Cessation of business
The Borrower or any Distribution Company suspends or ceases to carry on (or threatens to suspend or cease to carry on) all or a
material part of its business except as a result of a disposal permitted by Clause 21.6 (Disposals).
22.11 Repudiation and rescission of agreements
The Borrower rescinds or purports to rescind or repudiates or purports to repudiate a Finance Document or evidences an intention to
rescind or repudiate a Finance Document.
22.12 Ownership of the Distribution Companies
The Borrower ceases to own (directly or indirectly) 100% of the shares in any Distribution Company.
22.13 Expropriation
The authority or ability of the Borrower or any Distribution Company to conduct its business is limited or wholly or substantially
curtailed by any seizure, expropriation, nationalisation, intervention, restriction or other action by or on behalf of any governmental,
regulatory or other authority or other person in relation to the Borrower or any Distribution Company or, in each case, any of their
respective assets, in a manner or to an extent that has or is reasonably likely to have a Material Adverse Effect.
22.14 Acceleration
If an Event of Default is outstanding, the Agent may, and shall if so directed by the Majority Lenders, by notice to the Borrower:
22.14.1

cancel the Total Commitments; and/or

22.14.2

declare that all or part of any amounts outstanding under the Finance Documents are:
(a)

immediately due and payable; and/or

(b)

payable on demand by the Agent.

Any notice given under this Clause will take effect in accordance with its terms.
23.

CONDUCT OF BUSINESS BY THE FINANCE PARTIES
Subject to Clause 12.4 (Tax Credit), no provision of this Agreement will:
23.1.1

interfere with the right of any Finance Party to arrange its affairs (tax or otherwise) in whatever manner it thinks fit;

23.1.2

oblige any Finance Party to investigate or claim any credit, relief, remission or repayment available to it or the extent, order
and manner of any claim; or

23.1.3

oblige any Finance Party to disclose any information relating to its affairs (tax or otherwise) or any computations in respect of
Tax.

24.

EVIDENCE AND CALCULATIONS

24.1

Accounts
In any litigation or arbitration proceedings arising out of or in connection with a Finance Document, the entries made in the accounts
maintained by a Finance Party are prima facie evidence of the matters to which they relate.

24.2

Certificates and determinations
Any certification or determination by a Finance Party of a rate or amount under the Finance Documents will be, in the absence of
manifest error, conclusive evidence of the matters to which it relates.

24.3

Calculations
Any interest or fee accruing under this Agreement accrues from day to day and is calculated on the basis of the actual number of days
elapsed and a year of 365 days fixed.

25.

OTHER INDEMNITIES

25.1

Currency indemnity
25.1.1

The Borrower must, as an independent obligation, indemnify each Finance Party against any loss or liability which that
Finance Party incurs as a consequence of:
(a)

that Finance Party receiving an amount in respect of the Borrower’s liability under the Finance Documents; or

(b)

that liability being converted into a claim, proof, judgment or order,

in a currency other than the currency in which the amount is expressed to be payable under the relevant Finance Document.
25.1.2

25.2

Unless otherwise required by law, the Borrower waives any right it may have in any jurisdiction to pay any amount under the
Finance Documents in a currency other than that in which it is expressed to be payable.

Other indemnities
The Borrower shall within 15 days of demand indemnify the Agent and each Lender against any funding or other cost, loss, expense or
liability in an amount certified by it in reasonable detail (together with documentation in support) sustained or incurred by it as a direct
result of:
25.2.1

the occurrence of any Event of Default;

25.2.2

(other than by reason of negligence or default by a Finance Party) a Loan not being made after a Request has been delivered; or

25.2.3

the Loan (or part of the Loan) not being prepaid in accordance with a notice of prepayment given by the Borrower.

25.3

Indemnity to the Agent
The Borrower shall within 15 days of demand indemnify the Agent against any cost, loss or liability incurred by the Agent (acting
reasonably) as a result of:
25.3.1

investigating any event which it reasonably believes is a Default;

25.3.2

acting or relying on any notice, request or instruction which it reasonably believes to be genuine, correct and appropriately
authorised; or

25.3.3

instructing lawyers, accountants, tax advisers, surveyors or other professional advisers or experts as permitted under this
Agreement.

26.

EXPENSES

26.1

Initial costs
The Borrower must pay to the Original Lender and the Agent promptly on demand the amount of all costs and expenses (including
legal fees, subject to any agreed caps) reasonably incurred by it in connection with the negotiation, preparation, printing and execution
of the Finance Documents.

26.2

Subsequent costs
The Borrower must pay to the Agent promptly on demand the amount of all costs and expenses (including legal fees, subject to any
agreed caps) reasonably incurred by it in connection with:

26.3

26.2.1

the negotiation, preparation, printing and execution of any Finance Document (other than a Transfer Certificate or Assignment
Agreement) executed after the date of this Agreement; and

26.2.2

any amendment, waiver or consent requested by or on behalf of the Borrower or specifically allowed by this Agreement.

Enforcement costs
The Borrower must pay to each Finance Party the amount of all costs and expenses (including legal fees) incurred by it in connection
with the enforcement of, or the preservation of any rights under, any Finance Document.

27.

AMENDMENTS AND WAIVERS

27.1

Required consents
27.1.1

Subject to Clause 27.2 (All Lender matters), any term of the Finance Documents may be amended or waived only with the
consent of the Majority Lenders and the Borrower and any such amendment or waiver will be binding on all Parties.

27.1.2

The Agent may effect, on behalf of any Finance Party, any amendment or waiver permitted by this Clause 27.

27.1.3

Without prejudice to the generality of Clauses 30.6.3 to 30.6.5 (inclusive) (Rights and discretions), the Agent may engage, pay
for and rely on the services of lawyers in determining the consent level required for and effecting any amendment, waiver or
consent under this Agreement.

27.1.4

27.2

Clause 29.12.2 (Pro rata interest settlement) applies to this Clause 27.

All Lender matters
27.2.1

Subject to Clause 27.2.2, Clause 27.4 (Replacement of Screen Rate) and Clause 27.5 (Excluded Commitments), an amendment,
waiver of, or in relation to, any term of any Finance Document that has the effect of changing or which relates to:
(a)

the definition of “Majority Lenders”;

(b)

an extension to the date of payment of any amount under the Finance Documents;

(c)

a reduction in the Margin or a reduction in the amount of any payment of principal, interest, fees or commission
payable under the Finance Documents, in each case other than pursuant to Clause 27.4 (Replacement of Screen Rate);

(d)

an increase in any Commitment or the Total Commitments, an extension of the Availability Period or any requirement
that a cancellation of Commitments reduces the Commitments of the Lenders rateably under the Facility;

(e)

any provision which expressly requires the consent of all the Lenders;

(f)

Clause 2.2 (Finance Parties’ rights and obligations), Clause 29.1 (Assignments and transfers by the Lenders), Clause
38 (Governing Law), Clause 39 (Enforcement) or this Clause 27; and

shall not be made or given without the prior consent of all the Lenders.
27.2.2

27.3

An amendment or waiver which relates to the rights or obligations of the Agent or a Reference Bank (each in their capacity as
such) may not be effected without the consent of the Agent or that Reference Bank (as the case may be).

Disenfranchisement of Defaulting Lenders
27.3.1

For so long as a Defaulting Lender has any Available Commitment, in ascertaining:
(a)

the Majority Lenders; or

(b)

whether:
(i)

any given percentage (including, for the avoidance of doubt, unanimity) of the Total Commitments under the
Facility; or

(ii)

the agreement of a specified group of Lenders,

has been obtained to approve any request for a consent, waiver, amendment or other vote of Lenders under the Finance
Documents, that Defaulting Lender’s Commitments will be reduced by the amount of its Available Commitments and,
to the extent that that reduction results in that Defaulting Lender’s Commitments being zero, that Defaulting Lender
shall be deemed not to be a Lender for the purposes of paragraphs (a) and (b) above.
27.3.2

For the purposes of this Clause 27.3, the Agent may assume that the following Lenders are Defaulting Lenders:

(a)

any Lender which has notified the Agent that it has become a Defaulting Lender; and

(b)

any Lender in relation to which it is aware that any of the events or circumstances referred to in paragraph (a), (b) or
(c) of the definition of “Defaulting Lender” has occurred,

unless it has received notice to the contrary from the Lender concerned (together with any supporting evidence reasonably
requested by the Agent) or the Agent is otherwise aware that the relevant Lender has ceased to be a Defaulting Lender.
27.4

Replacement of Screen Rate
27.4.1

If a Screen Rate Replacement Event has occurred in relation to LIBOR, any amendment or waiver which relates to:
(a)

providing for the use of a Replacement Benchmark in place of LIBOR; and

(b)
(i)

aligning any provision of any Finance Document to the use of that Replacement Benchmark;

(ii)

enabling that Replacement Benchmark to be used for the calculation of interest under this Agreement
(including, without limitation, any consequential changes required to enable that Replacement Benchmark to
be used for the purposes of this Agreement);

(iii)

implementing market conventions applicable to that Replacement Benchmark;

(iv)

providing for appropriate fallback (and market disruption) provisions for that Replacement Benchmark; or

(v)

adjusting the pricing to reduce or eliminate, to the extent reasonably practicable, any transfer of economic
value from one Party to another as a result of the application of that Replacement Benchmark (and if any
adjustment or method for calculating any adjustment has been formally designated, nominated or
recommended by the Relevant Nominating Body, the adjustment shall be determined on the basis of that
designation, nomination or recommendation),

may be made with the consent of the Agent (acting on the instructions of the Majority Lenders) and the Borrower.
27.4.2

If any Lender fails to respond to a request for an amendment or waiver described in Clause 27.4.1 above within 15 Business
Days (or such longer time period in relation to any request which the Borrower and the Agent may agree) of that request being
made:
(a)

its Commitment(s) shall not be included for the purpose of calculating the Total Commitments under the Facility when
ascertaining whether any relevant percentage of Total Commitments has been obtained to approve that request; and

(b)
27.4.3

its status as a Lender shall be disregarded for the purpose of ascertaining whether the agreement of any specified group
of Lenders has been obtained to approve that request.

In this Clause:
“Relevant Nominating Body” means any applicable central bank, regulator or other supervisory authority or a group of them,
or any working group or committee sponsored or chaired by, or constituted at the request of, any of them or the Financial
Stability Board.
“Replacement Benchmark” means a benchmark rate which is:
(i)

formally designated, nominated or recommended as the replacement for a Screen Rate by:
(A)

the administrator of that Screen Rate (provided that the market or economic reality that such benchmark rate
measures is the same as that measured by that Screen Rate); or

(B)

any Relevant Nominating Body,

and if replacements have, at the relevant time, been formally designated, nominated or recommended under both
paragraphs, the “Replacement Benchmark” will be the replacement under paragraph (B) above;
(ii)

in the opinion of the Majority Lenders and the Borrower, generally accepted in the international or any relevant
domestic syndicated loan markets as the appropriate successor to a Screen Rate; or

(iii)

in the opinion of the Majority Lenders and the Borrower, an appropriate successor to a Screen Rate.

“Screen Rate Replacement Event” means, in relation to a Screen Rate:
(i)

the methodology, formula or other means of determining that Screen Rate has, in the opinion of the Majority Lenders,
and the Borrower materially changed;

(ii)
(A)
(1)

the administrator of that Screen Rate or its supervisor publicly announces that such administrator is
insolvent; or

(2)

information is published in any order, decree, notice, petition or filing, however described, of or filed
with a court, tribunal, exchange, regulatory authority or similar administrative, regulatory or judicial
body which reasonably confirms that the administrator of that Screen Rate is insolvent,

provided that, in each case, at that time, there is no successor administrator to continue to provide that Screen
Rate;

(iii)

(iv)
27.5

(B)

the administrator of that Screen Rate publicly announces that it has ceased or will cease, to provide that Screen
Rate permanently or indefinitely and, at that time, there is no successor administrator to continue to provide
that Screen Rate;

(C)

the supervisor of the administrator of that Screen Rate publicly announces that that Screen Rate has been or
will be permanently or indefinitely discontinued; or

(D)

the administrator of that Screen Rate or its supervisor announces that that Screen Rate may no longer be used;
or

the administrator of that Screen Rate determines that that Screen Rate should be calculated in accordance with its
reduced submissions or other contingency or fallback policies or arrangements and either:
(A)

the circumstance(s) or event(s) leading to such determination are not (in the opinion of the Majority Lenders
and the Borrower) temporary; or

(B)

that Screen Rate is calculated in accordance with any such policy or arrangement for a period no less than 15
Business Days; or

in the opinion of the Majority Lenders and the Borrower, that Screen Rate is otherwise no longer appropriate for the
purposes of calculating interest under this Agreement.

Excluded Commitments
27.5.1

27.5.2

If any Lender fails to respond to a request for a consent, waiver, amendment of or in relation to any of the terms of any Finance
Document or other vote of Lenders under the terms of this Agreement within 10 Business Days of that request being made
(unless the Borrower and the Agent agree to a longer time period in relation to any request) then:
(a)

its Commitment and/or participation shall not be included for the purpose of calculating the Total Commitments or
participations under the relevant Facilities when ascertaining whether any relevant percentage (including, for the
avoidance of doubt, unanimity) of Total Commitments and/or participations has been obtained to approve that request
or carry that vote (as applicable); and

(b)

its status as a Lender shall be disregarded for the purpose of ascertaining whether the agreement of any specified group
of Lenders has been obtained to approve that request or carry that vote (as applicable).

In connection with any request or vote in relation to any consent, waiver, amendment or breach of or in relation to any part of
Clause 18.18 (Sanctions) or Clause 21.18 (Sanctions) of which a Lender notifies the Agent that it does not have the benefit:
(a)

its Commitment and/or participation shall not be included for the purpose of calculating the Total Commitments or
participations under the relevant Facilities when ascertaining whether any relevant percentage (including, for the
avoidance of doubt, unanimity) of Total Commitments and/or participations has been obtained to approve that request
or carry that vote (as applicable); and

(b)
27.6

its status as a Lender shall be disregarded for the purpose of ascertaining whether the agreement of any specified group
of Lenders has been obtained to approve that request or carry that vote (as applicable).

Waivers and remedies cumulative
No failure to exercise, nor any delay in exercising, on the part of any Finance Party, any right or remedy under a Finance Document
shall operate as a waiver of any such right or remedy or constitute an election to affirm any Finance Document. No election to affirm
any Finance Document on the part of any Finance Party shall be effective unless it is in writing. No single or partial exercise of any
right or remedy shall prevent any further or other exercise or the exercise of any other right or remedy. The rights and remedies
provided in each Finance Document are cumulative and not exclusive of any rights or remedies provided by law.

28.

CHANGES TO THE BORROWER
The Borrower may not assign or transfer any of its rights and obligations under the Finance Documents.

29.

CHANGES TO THE LENDERS

29.1

Assignments and transfers by the Lenders
Subject to this Clause 29, a Lender (an “Existing Lender”) may:
29.1.1

assign any of its rights;

29.1.2

transfer by novation any of its rights and/or obligations; and/or

29.1.3

enter into a sub-participation in respect of its rights,

under the Finance Documents to another bank or financial institution or to a trust, fund or other entity which is regularly engaged in or
established for the purpose of making, purchasing or investing in loans, securities or other financial assets (a “New Lender”).
29.2

Borrower consent
29.2.1

The consent of the Borrower is required for any (i) assignment; (ii) transfer; or (iii) sub-participation involving the transfer of
voting rights (a “Voting Sub-participation”) unless the assignment, transfer of Voting Sub-participation is:
(a)

to another Lender or an Affiliate of any Lender; or

(b)

made at a time when an Event of Default is continuing.

29.2.2

The consent of the Borrower must not be unreasonably withheld or delayed. The Borrower will be deemed to have given its
consent 10 Business Days after the Existing Lender has requested it unless consent is expressly refused by the Borrower within
that time.

29.2.3

Notwithstanding the foregoing, the prior consent of the Borrower shall be required (and the provision of Clause 29.2.2 shall not
apply) if the assignment or transfer or Voting Sub-Participation is to a person which is (i) a Competitor, (ii) a Distressed Debt
Fund or (iii) a Hedge Fund, unless in the case of an assignment or transfer to a Distressed

Debt Fund or a Hedge Fund only, such assignment or transfer is made when an Event of Default is continuing.
29.3

Other conditions of assignment or transfer
29.3.1

29.4

An assignment will only be effective on:
(a)

receipt by the Agent in the Assignment Agreement of written confirmation from the New Lender (in form and
substance satisfactory to the Agent) that the New Lender will assume the same obligations to the other Finance Parties
as it would have been under had it been the Original Lender; and

(b)

performance by the Agent of all necessary “know your customer” or other similar checks under all applicable laws and
regulations in relation to such assignment to a New Lender, the completion of which the Agent shall promptly notify to
the Existing Lender and the New Lender.

29.3.2

A transfer will only be effective if the procedure set out in Clause 29.5 (Procedure for transfer) is complied with.

29.3.3

Each New Lender must:
(a)

enter into a Confidentiality Undertaking prior to entering into any assignment or transfer pursuant to this Clause 29;
and

(b)

confirm to the Borrower and the relevant Existing Lender in its Transfer Certificate, Assignment Agreement or, in the
case of a Voting Sub‑Participation, otherwise in writing that it is not an entity referred to in Clause 29.2.3 (Borrower
consent).

29.3.4

The Existing Lender must provide the Borrower with details of the full legal name of the recipient of any voting rights where a
Voting Sub-Participation occurs.

29.3.5

Any transfer by an Existing Lender shall be of a minimum amount of £10,000,000 and shall not be permitted if it would result
in the aggregate Commitments of any Lender being less than £10,000,000 (unless, in each case, the Existing Lender is
transferring its entire Commitment).

29.3.6

Each New Lender, by executing the relevant Transfer Certificate or Assignment Agreement, confirms, for the avoidance of
doubt, that the Agent has authority to execute on its behalf any amendment or waiver that has been approved by or on behalf of
the requisite Lender or Lenders in accordance with this Agreement, on or prior to the date on which the transfer or assignment
becomes effective in accordance with this Agreement, and that it is bound by that decision to the same extent as the Existing
Lender would have been had it remained a Lender.

Assignment or transfer fee
The New Lender shall, on the date upon which an assignment or transfer takes effect, pay to the Agent (for its own account) a fee of
£2,500.

29.5

Procedure for transfer
29.5.1

Subject to the conditions set out in Clause 29.2 (Borrower consent) and Clause 29.3 (Other conditions of assignment or
transfer), a transfer is effected in accordance with

Clause 29.5.3 below when the Agent executes an otherwise duly completed Transfer Certificate delivered to it by the Existing
Lender and the New Lender and the Agent makes a corresponding entry in the Register pursuant to Clause 29.7 (The Register).
The Agent shall, subject to Clause 29.5.2 below, as soon as reasonably practicable after receipt by it of a duly completed
Transfer Certificate appearing on its face to comply with the terms of this Agreement and delivered in accordance with the
terms of this Agreement, execute that Transfer Certificate, and make such corresponding entry in the Register.

29.6

29.5.2

The Agent shall only be obliged to execute a Transfer Certificate delivered to it by the Existing Lender and the New Lender
and make a corresponding entry in the Register once it is satisfied that it has complied with all necessary “know your
customer” or other similar checks under all applicable laws and regulations in relation to the transfer to such New Lender.

29.5.3

Subject to Clause 29.12.2 (Pro rata interest settlement), on the Transfer Date:
(a)

to the extent that in the Transfer Certificate the Existing Lender seeks to transfer by novation its rights and obligations
under the Finance Documents, the Borrower and the Existing Lender shall be released from further obligations towards
one another under the Finance Documents and their respective rights against one another under the Finance Documents
shall be cancelled (being the “Discharged Rights and Obligations”);

(b)

the Borrower and the New Lender shall assume obligations towards one another and/or acquire rights against one
another which differ from the Discharged Rights and Obligations only insofar as the Borrower and the New Lender
have assumed and/or acquired the same in place of the Borrower and the Existing Lender;

(c)

the Agent, the New Lender and the other Lenders shall acquire the same rights and assume the same obligations
between themselves as they would have acquired and assumed had the New Lender been the Original Lender with the
rights and/or obligations acquired or assumed by it as a result of the transfer, and to that extent that the Agent and the
Existing Lender shall each be released from further obligations to each other under the Finance Documents; and

(d)

the New Lender shall become a Party as a Lender.

Procedure for assignment
29.6.1

Subject to the conditions set out in Clause 29.2 (Borrower consent) and Clause 29.3 (Other conditions of assignment or
transfer), an assignment may be effected in accordance with Clause 29.6.3 below when the Agent executes an otherwise duly
completed Assignment Agreement delivered to it by the Existing Lender and the New Lender. The Agent shall, subject to
paragraph 29.6.2 below, as soon as reasonably practicable after receipt by it of a duly completed Assignment Agreement
appearing on its face to comply with the terms of this Agreement and delivered in accordance with the terms of this
Agreement, execute that Assignment Agreement.

29.6.2

The Agent shall only be obliged to execute an Assignment Agreement delivered to it by the Existing Lender and the New
Lender once it is satisfied it has complied with all necessary “know your customer” or other similar checks under all applicable
laws and regulations in relation to the assignment to such New Lender.

29.6.3

29.6.4

29.7

Subject to Clause 29.12.2 (Pro rata interest settlement), on the Transfer Date:
(a)

the Existing Lender will assign absolutely to the New Lender its rights under the Finance Documents expressed to be
the subject of the assignment in the Assignment Agreement;

(b)

the Existing Lender will be released by the Borrower and the other Finance Parties from the obligations owed by it (the
“Relevant Obligations”) and expressed to be the subject of the release in the Assignment Agreement; and

(c)

the New Lender shall become a Party as a Lender and will be bound by obligations equivalent to the Relevant
Obligations.

Lenders may utilise procedures other than those set out in this Clause 29.6 to assign their rights under the Finance Documents
(but not without the consent of the Borrower or unless in accordance with Clause 29.5 (Procedure for transfer), to obtain a
release by the Borrower from the obligations owed to the Borrower by the Lenders nor the assumption of equivalent
obligations by a New Lender) provided that they comply with the conditions set out in Clause 29.2 (Borrower consent) and
Clause 29.3 (Other conditions of assignment or transfer).

The Register
The Agent, acting for these purposes solely as an agent of the Borrowers, shall maintain a register (the “Register”) for the recordation
of the names and addresses of the Lenders and the respective amounts of the Commitments and Loans of each Lender from time to
time. The Agent shall update the Register to reflect any assignments or transfers made pursuant to this Clause 29 and, notwithstanding
anything else in this Agreement, such assignments or transfers are not effective until reflected in the Register. Absent manifest error,
the entries in the Register shall be conclusive and binding for all purposes and the Borrower, the Agent and the Lenders shall treat each
person whose name is recorded in the Register as Lender hereunder for all purposes of this Agreement. The Agent shall make a copy of
the Register available for inspection by the Borrower and the Borrowers upon reasonable prior notice.

29.8

Limitation of responsibility of Existing Lender
29.8.1

Unless expressly agreed to the contrary, an Existing Lender is not responsible to a New Lender for the legality, validity,
adequacy, accuracy, completeness or performance of:
(a)

any Finance Document or any other document; or

(b)

any statement or information (whether written or oral) made in or supplied in connection with any Finance Document,

and any representations or warranties implied by law are excluded.
29.8.2

The New Lender confirms to the Existing Lender that it:
(a)

has made, and will continue to make, its own independent appraisal of all risks arising under or in connection with the
Finance Documents (including the financial condition and affairs of the Borrower and its related entities and the nature
and extent of any recourse against any Party or its assets) in connection with its participation in this Agreement; and

(b)
29.8.3

29.9

has not relied exclusively on any information supplied to it by the Existing Lender in connection with any Finance
Document.

Nothing in any Finance Document requires an Existing Lender to:
(a)

accept a re-transfer or re-assignment from a New Lender of any of the rights and obligations assigned or transferred
under this Clause; or

(b)

support any losses incurred by the New Lender by reason of the non- performance by the Borrower of its obligations
under any Finance Document or otherwise.

Costs resulting from change of Lender or Facility Office
If:
29.9.1

a Lender assigns or transfers any of its rights and obligations under the Finance Documents or changes its Facility Office; and

29.9.2

as a result of circumstances existing at the date the assignment, transfer or change occurs, the Borrower would be obliged to
make a payment to the New Lender or Lender acting through its new Facility Office under Clause 12 (Tax gross-up and
indemnities), Clause 13 (Increased costs) or Clause 10.3 (Market disruption),

then the New Lender or Lender acting through its new Facility Office is only entitled to receive payment under those Clauses to the
same extent as the Existing Lender or Lender acting through its previous Facility Office would have been if the assignment, transfer or
change had not occurred.
29.10 Copy of Transfer Certificate, Assignment Agreement or Increase Confirmation to Borrower
The Agent shall, as soon as reasonably practicable after it has executed a Transfer Certificate or an Assignment Agreement, send to the
Borrower a copy of that Transfer Certificate or Assignment Agreement.
29.11 Security over Lenders’ rights
In addition to the other rights provided to the Lenders under this Clause 29, each Lender may without consulting with or obtaining
consent from the Borrower, at any time charge, assign or otherwise create security in or over (whether by way of collateral or
otherwise) all or any of its rights under any Finance Document to secure obligations of that Lender including, without limitation:
29.11.1

any charge, assignment or other security to secure obligations to a federal reserve, central bank, governmental authority, agency
or department (including Her Majesty’s Treasury); and

29.11.2

in the case of any Lender which is a fund, any charge, assignment or other security granted to any holders (or trustee or
representatives of holders) of obligations owed, or securities issued, by that Lender as security for those obligations or
securities,

except that no such charge, assignment or security shall:

(a)

release a Lender from any of its obligations under the Finance Documents or substitute the beneficiary of the relevant
charge, assignment or other security for the relevant Lender as a party to any of the Finance Documents; or

(b)

require any payments to be made by the Borrower or grant to any person any more extensive rights than those required
to be made or granted to the relevant Lender under the Finance Documents.

29.12 Pro rata interest settlement
29.12.1

29.12.2

If the Agent has notified the Lenders that it is able to distribute interest payments on a “pro rata” basis to Existing Lenders and
New Lenders then (in respect of any transfer pursuant to Clause 29.5 (Procedure for transfer) or any assignment pursuant to
Clause 29.6 (Procedure for assignment) the Transfer Date of which, in each case, is after the date of such notification and is
not on the last day of an Interest Period):
(a)

any interest or fees in respect of the relevant participation which are expressed to accrue by reference to the lapse of
time shall continue to accrue in favour of the Existing Lender up to but excluding the Transfer Date (“Accrued
Amounts”) and shall become due and payable to the Existing Lender (without further interest accruing on them) on
the last day of the current Interest Period; and

(b)

the rights assigned or transferred by the Existing Lender will not include the right to the Accrued Amounts so that, for
the avoidance of doubt:
(i)

when the Accrued Amounts become payable, those Accrued Amounts will be payable to the Existing Lender;
and

(ii)

the amount payable to the New Lender on that date will be the amount which would, but for the application of
this Clause 29.12, have been payable to it on that date, but after deduction of the Accrued Amounts.

An Existing Lender which retains the right to the Accrued Amount pursuant to this Clause 29.12 but which does not have a
Commitment shall be deemed not to be a Lender for the purposes of ascertaining whether the agreement of a specified group of
Lenders has been obtained to approve any request for a consent, waiver, amendment or other vote of Lenders under the
Finance Documents.

30.

ROLE OF THE AGENT

30.1

Appointment of the Agent

30.2

30.1.1

Each of the Lenders appoints the Agent to act as its agent under and in connection with the Finance Documents.

30.1.2

Each of the Lenders authorises the Agent to perform the duties, obligations and responsibilities and to exercise the rights,
powers, authorities and discretions specifically given to the Agent under or in connection with the Finance Documents,
together with any other incidental rights, powers, authorities and discretions.

Instructions
30.2.1

The Agent shall:

(a)

(b)

30.3

unless a contrary indication appears in a Finance Document, exercise or refrain from exercising any right, power,
authority or discretion vested in it as Agent in accordance with any instructions given to it by:
(i)

all Lenders if the relevant Finance Document stipulates that the matter is an all Lender decision; and

(ii)

in all other cases, the Majority Lenders; and

not be liable for any act (or omission) if it acts (or refrains from acting) in accordance with paragraph (a) above.

30.2.2

The Agent shall be entitled to request instructions, or clarification of any instruction, from the Majority Lenders (or, if the
relevant Finance Document stipulates that the matter is a decision for any other Lender or group of Lenders, from that Lender
or group of Lenders) as to whether, and in what manner, it should exercise or refrain from exercising any right, power,
authority or discretion and the Agent may refrain from acting unless and until it receives any such instructions or clarification
that it has requested.

30.2.3

Save in the case of decisions stipulated to be a matter for any other Lender or group of Lenders under the relevant Finance
Document and unless a contrary indication appears in a Finance Document, any instructions given to the Agent by the Majority
Lenders shall override any conflicting instructions given by any other Parties and will be binding on all Finance Parties.

30.2.4

The Agent may refrain from acting in accordance with any instructions of any Lender or group of Lenders until it has received
any indemnification and/or security that it may in its discretion require (which may be greater in extent than that contained in
the Finance Documents and which may include payment in advance) for any cost, loss or liability which it may incur in
complying with those instructions.

30.2.5

In the absence of instructions, the Agent may act (or refrain from acting) as it considers to be in the best interest of the Lenders.

30.2.6

The Agent is not authorised to act on behalf of a Lender (without first obtaining that Lender’s consent) in any legal or
arbitration proceedings relating to any Finance Document.

Duties of the Agent
30.3.1

The Agent’s duties under the Finance Documents are solely mechanical and administrative in nature.

30.3.2

Subject to Clause 30.3.3 below, the Agent shall promptly forward to a Party the original or a copy of any document which is
delivered to the Agent for that Party by any other Party.

30.3.3

Without prejudice to Clause 29.10 (Copy of Transfer Certificate, Assignment Agreement to Company), Clause 30.3.2 above
shall not apply to any Transfer Certificate or to any Assignment Agreement.

30.4

30.5

30.3.4

Except where a Finance Document specifically provides otherwise, the Agent is not obliged to review or check the adequacy,
accuracy or completeness of any document it forwards to another Party.

30.3.5

If the Agent receives notice from a Party referring to this Agreement, describing a Default and stating that the circumstance
described is a Default, it shall promptly notify the other Finance Parties.

30.3.6

If the Agent is aware of the non-payment of any principal, interest, commitment fee or other fee payable to a Finance Party
(other than the Agent) under this Agreement it shall promptly notify the other Finance Parties.

30.3.7

The Agent shall, within five Business Days of a request by the Borrower, provide to the Borrower a list of the current Lenders,
their respective Commitments and contact details for any communication to be made or document to be delivered under or in
connection with the Finance Documents, provided that the Agent shall have no obligation to provide such list more than once
every Month.

30.3.8

The Agent shall have only those duties, obligations and responsibilities expressly specified in the Finance Documents to which
it is expressed to be a party (and no others shall be implied).

No fiduciary duties
30.4.1

Nothing in any Finance Document constitutes the Agent as a trustee or fiduciary of any other person.

30.4.2

The Agent shall not be bound to account to any Lender for any sum or the profit element of any sum received by it for its own
account.

Business with the Group
The Agent may accept deposits from, lend money to and generally engage in any kind of banking or other business with any member
of the Group.

30.6

Rights and discretions
30.6.1

The Agent may:
(a)

rely on any representation, communication, notice or document believed by it to be genuine, correct and appropriately
authorised;

(b)

assume that:

(c)

(i)

any instructions received by it from the Majority Lenders, any Lenders or any group of Lenders are duly given
in accordance with the terms of the Finance Documents; and

(ii)

unless it has received notice of revocation, that those instructions have not been revoked; and

rely on a certificate from any person:
(i)

as to any matter of fact or circumstance which might reasonably be expected to be within the knowledge of
that person; or

(ii)

to the effect that such person approves of any particular dealing, transaction, step, action or thing,

as sufficient evidence that that is the case and, in the case of paragraph (i) above, may assume the truth and accuracy of
that certificate.
30.6.2

The Agent may assume (unless it has received notice to the contrary in its capacity as agent for the Lenders) that:
(a)

no Default has occurred (unless it has actual knowledge of a Default arising under Clause 22.2 (Non-payment)); and

(b)

any right, power, authority or discretion vested in any Party or any group of Lenders has not been exercised.

30.6.3

The Agent may engage and pay for the advice or services of any lawyers, accountants, tax advisers, surveyors or other
professional advisers or experts.

30.6.4

Without prejudice to the generality of paragraph 30.6.3 above or 30.6.5 below, the Agent may at any time engage and pay for
the services of any lawyers to act as independent counsel to the Agent (and so separate from any lawyers instructed by the
Lenders) if the Agent in its reasonable opinion deems this to be necessary or desirable.

30.6.5

The Agent may rely on the advice or services of any lawyers, accountants, tax advisers, surveyors or other professional
advisers or experts (whether obtained by the Agent or by any other Party) and shall not be liable for any damages, costs or
losses to any person, any diminution in value or any liability whatsoever arising as a result of it so relying.

30.6.6

The Agent may act in relation to the Finance Documents through its officers, employees and agents and the Agent shall not:
(a)

be liable for any error of judgment made by any such person; or

(b)

be bound to supervise, or be in any way responsible for any loss incurred by reason of misconduct, omission or default
on the part of any such person,

unless such error or such loss was directly caused by the Agent’s gross negligence or wilful misconduct.
30.6.7

Unless a Finance Document expressly provides otherwise, the Agent may disclose to any other Party any information it
reasonably believes it has received as agent under this Agreement.

30.6.8

Without prejudice to the generality of paragraph 30.6.7 above, the Agent:
(a)

may disclose; and

(b)

on the written request of the Borrower or the Majority Lenders shall, as soon as reasonably practicable, disclose,

the identity of a Defaulting Lender to the Borrower and to the other Finance Parties.
30.6.9

Notwithstanding any other provision of any Finance Document to the contrary, the Agent is not obliged to do or omit to do
anything if it would or might in its reasonable

opinion constitute a breach of any law or regulation or a breach of a fiduciary duty or duty of confidentiality.

30.7

30.6.10

Notwithstanding any provision of any Finance Document to the contrary, the Agent is not obliged to expend or risk its own
funds or otherwise incur any financial liability in the performance of its duties, obligations or responsibilities or the exercise of
any right, power, authority or discretion, if it has grounds for believing that the repayment of such funds or adequate indemnity
against, or security for, such risk or liability is not reasonably assured to it.

30.6.11

The Agent may at any time appoint an Affiliate, agent, attorney-in-fact or sub-agent (a “Sub-Agent”) as deemed necessary by
the Agent, to exercise all or a part of its rights, powers and duties under this Agreement or any other Finance Document (and
Clause 30.10 (Lenders’ indemnity to the Agent) shall also apply to a Sub-Agent in the performance of any activity under this
Clause provided that no Lender shall be required to so indemnify such Sub-Agent where: (i) any cost, loss or liability arises by
reason of such Sub-Agent’s gross negligence or wilful misconduct; or (ii) if the claim is based on the fraud of such SubAgent).

Responsibility for documentation
The Agent is not responsible or liable for:

30.8

30.7.1

the adequacy, accuracy or completeness of any information (whether oral or written) supplied by the Agent, the Borrower or
any other person in or in connection with any Finance Document or the transactions contemplated in the Finance Documents or
any other agreement, arrangement or document entered into, made or executed in anticipation of, under or in connection with
any Finance Document;

30.7.2

the legality, validity, effectiveness, adequacy or enforceability of any Finance Document or any other agreement, arrangement
or document entered into, made or executed in anticipation of, under or in connection with any Finance Document; or

30.7.3

any determination as to whether any information provided or to be provided to any Finance Party is non-public information, the
use of which may be regulated or prohibited by applicable law or regulation relating to insider dealing or otherwise.

No duty to monitor
The Agent shall not be bound to enquire:

30.9

30.8.1

whether or not any Default has occurred;

30.8.2

as to the performance, default or any breach by any Party of its obligations under any Finance Document; or

30.8.3

whether any other event specified in any Finance Document has occurred.

Exclusion of liability
30.9.1

Without limiting paragraph 30.9.2 below (and without prejudice to any other provision of any Finance Document excluding or
limiting the liability of the Agent), the Agent will not be liable (including, without limitation, for negligence or any other
category of liability whatsoever) for:

(a)

any damages, costs or losses to any person, any diminution in value, or any liability whatsoever arising as a result of
taking or not taking any action under or in connection with any Finance Document, unless directly caused by its gross
negligence or wilful misconduct;

(b)

exercising, or not exercising, any right, power, authority or discretion given to it by, or in connection with, any Finance
Document or any other agreement, arrangement or document entered into, made or executed in anticipation of, under
or in connection with, any Finance Document other than by reason of its gross negligence or wilful misconduct; or

(c)

without prejudice to the generality of paragraphs (a) and (b) above, any damages, costs or losses to any person, any
diminution in value or any liability whatsoever (but not including any claim based on the fraud of the Agent) arising as
a result of:
(i)

any act, event or circumstance not reasonably within its control; or

(ii)

the general risks of investment in, or the holding of assets in, any jurisdiction,

including (in each case and without limitation) such damages, costs, losses, diminution in value or liability arising as a
result of: nationalisation, expropriation or other governmental actions; any regulation, currency restriction, devaluation
or fluctuation; market conditions affecting the execution or settlement of transactions or the value of assets (including
any Disruption Event); breakdown, failure or malfunction of any third party transport, telecommunications, computer
services or systems; natural disasters or acts of God; war, terrorism, insurrection or revolution; or strikes or industrial
action.
30.9.2

No Party (other than the Agent may take any proceedings against any officer, employee or agent of the Agent in respect of any
claim it might have against the Agent or in respect of any act or omission of any kind by that officer, employee or agent in
relation to any Finance Document, and any officer, employee or agent of the Agent may rely on this Clause 30.9 subject to
Clause 1.3 (Third Party Rights) and the provisions of the Third Parties Act.

30.9.3

The Agent will not be liable for any delay (or any related consequences) in crediting an account with an amount required under
the Finance Documents to be paid by the Agent if the Agent has taken all necessary steps as soon as reasonably practicable to
comply with the regulations or operating procedures of any recognised clearing or settlement system used by the Agent for that
purpose.

30.9.4

Nothing in this Agreement shall oblige the Agent to carry out:
(a)

any “know your customer” or other checks in relation to any person; or

(b)

any check on the extent to which any transaction contemplated by this Agreement might be unlawful for any Lender,

on behalf of any Lender and each Lender confirms to the Agent that it is solely responsible for any such checks it is required to
carry out and that it may not rely on any statement in relation to such checks made by the Agent.

30.9.5

Without prejudice to any provision of any Finance Document excluding or limiting the Agent’s liability, any liability of the
Agent arising under or in connection with any Finance Document shall be limited to the amount of actual loss which has been
finally judicially determined to have been suffered (as determined by reference to the date of default of the Agent or, if later,
the date on which the loss arises as a result of such default), but without reference to any special conditions or circumstances
known to the Agent at any time which increase the amount of that loss. In no event shall the Agent be liable for any loss of
profits, goodwill, reputation, business opportunity or anticipated saving, or for special, punitive, indirect or consequential
damages, whether or not the Agent has been advised of the possibility of such loss or damages.

30.10 Lenders’ indemnity to the Agent
Each Lender shall (in proportion to its share of the Total Commitments or, if the Total Commitments are then zero, to its share of the
Total Commitments immediately prior to their reduction to zero) indemnify the Agent, within three Business Days of demand, against
any cost, loss or liability (including, without limitation, for negligence or any other category of liability whatsoever) incurred by the
Agent (otherwise than by reason of the Agent’s gross negligence or wilful misconduct) (or, in the case of any cost, loss or liability
pursuant to Clause 16.11 (Disruption to payment systems etc.), notwithstanding the Agent’s negligence, gross negligence or any other
category of liability whatsoever but not including any claim based on the fraud of the Agent) in acting as Agent under the Finance
Documents (unless the Agent has been reimbursed by the Borrower pursuant to a Finance Document).
30.11 Resignation of the Agent
30.11.1

The Agent may resign and appoint one of its Affiliates acting through an office in London as successor by giving notice to the
Lenders and the Borrower.

30.11.2

Alternatively, the Agent may resign by giving 30 days’ notice to the Lenders and the Borrower, in which case the Majority
Lenders (after consultation with the Borrower) may appoint a successor Agent.

30.11.3

If the Majority Lenders have not appointed a successor Agent in accordance with paragraph 30.11.2 above within 20 days after
the relevant notice of resignation was given, the retiring Agent (after consultation with the Borrower) may appoint a successor
Agent (acting through an office in London).

30.11.4

If the Agent wishes to resign because (acting reasonably) it has concluded that it is no longer appropriate for it to remain as
agent and the Agent is entitled to appoint a successor Agent under paragraph 30.11.3 above, the Agent may (if it concludes
(acting reasonably) that it is necessary to do so in order to persuade the proposed successor Agent to become a party to this
Agreement as Agent) agree with the proposed successor Agent amendments to this Clause 30 and any other term of this
Agreement dealing with the rights or obligations of the Agent consistent with then current market practice for the appointment
and protection of corporate trustees and those amendments will bind the Parties.

30.11.5

The retiring Agent shall make available to the successor Agent such documents and records and provide such assistance as the
successor Agent may reasonably request for the purposes of performing its functions as Agent under the Finance Documents.

30.11.6

The Agent’s resignation notice shall only take effect upon the appointment of a successor.

30.11.7

Upon the appointment of a successor, the retiring Agent shall be discharged from any further obligation in respect of the
Finance Documents (other than its obligations under paragraph 30.11.5 above) but shall remain entitled to the benefit of Clause
25.3 (Indemnity to the Agent) and this Clause 30. Any successor and each of the other Parties shall have the same rights and
obligations among themselves as they would have had if such successor had been an original Party.

30.11.8

After consultation with the Borrower, the Majority Lenders may, by notice to the Agent, require it to resign in accordance with
paragraph 30.11.2 above. In this event, the Agent shall resign in accordance with paragraph 30.11.2 above.

30.11.9

The Agent shall resign in accordance with paragraph 30.11.2 above (and, to the extent applicable, shall use reasonable
endeavours to appoint a successor Agent pursuant to paragraph 30.11.3 above) if on or after the date which is three months
before the earliest FATCA Application Date relating to any payment to the Agent under the Finance Documents, either:
(a)

the Agent fails to respond to a request under Clause 12.8 (FATCA Information) and the Borrower or a Lender
reasonably believes that the Agent will not be (or will have ceased to be) a FATCA Exempt Party on or after that
FATCA Application Date;

(b)

the information supplied by the Agent pursuant to Clause 12.8 (FATCA Information) indicates that the Agent will not
be (or will have ceased to be) a FATCA Exempt Party on or after that FATCA Application Date; or

(c)

the Agent notifies the Borrower and the Lenders that the Agent will not be (or will have ceased to be) a FATCA
Exempt Party on or after that FATCA Application Date,

and (in each case) the Borrower or a Lender believes that a Party may be required to make a FATCA Deduction that would not
be required if the Agent were a FATCA Exempt Party, and the Borrower or that Lender, by notice to the Agent, requires it to
resign.
30.12 Replacement of the Agent
30.12.1

After consultation with the Borrower, the Majority Lenders may, by giving 30 days’ notice to the Agent (or, at any time the
Agent is an Impaired Agent, by giving any shorter notice determined by the Majority Lenders) replace the Agent by appointing
a successor Agent (acting through an office in London).

30.12.2

The retiring Agent shall (at its own cost if it is an Impaired Agent and otherwise at the expense of the Lenders) make available
to the successor Agent such documents and records and provide such assistance as the successor Agent may reasonably request
for the purposes of performing its functions as Agent under the Finance Documents.

30.12.3

The appointment of the successor Agent shall take effect on the date specified in the notice from the Majority Lenders to the
retiring Agent. As from that date, the retiring Agent shall be discharged from any further obligation in respect of the Finance
Documents (other than its obligations under paragraph 30.12.2 above) but shall remain entitled to the benefit of this Clause 30
(and any agency fees for the account of the retiring Agent shall cease to accrue from (and shall be payable on) that date).

30.12.4

Any successor Agent and each of the other Parties shall have the same rights and obligations among themselves as they would
have had if such successor had been an original Party.

30.13 Confidentiality
30.13.1

In acting as agent for the Finance Parties, the Agent shall be regarded as acting through its agency division, which shall be
treated as a separate entity from any other of its divisions or departments.

30.13.2

If information is received by another division or department of the Agent, it may be treated as confidential to that division or
department and the Agent shall not be deemed to have notice of it.

30.14 Relationship with the Lenders
30.14.1

Subject to Clause 29.12 (Pro rata interest settlement), the Agent may treat the person shown in its records as Lender at the
opening of business (in the place of the Agent’s principal office as notified to the Finance Parties from time to time) as the
Lender acting through its Facility Office:
(a)

entitled to or liable for any payment due under any Finance Document on that day; and

(b)

entitled to receive and act upon any notice, request document or communication or make any decision or determination
under any Finance Document made or delivered on that day,

unless it has received not less than five Business Days’ prior notice from that Lender to the contrary in accordance with the
terms of this Agreement.
Any Lender may by notice to the Agent appoint a person to receive on its behalf all notices, communications, information and
documents to be made or despatched to that Lender under the Finance Documents. Such notice shall contain the address and
(where communication by electronic mail or other electronic means is permitted under Clause 36.5 (Electronic
communication)) electronic mail address and/or any other information required to enable the transmission of information by
that means (and, in each case, the department or officer, if any, for whose attention communication is to be made) and be
treated as a notification of a substitute address, electronic mail address (or such other information), department and officer by
that Lender for the purposes of Clause 36.2 (Contact details) and Clause 36.5 (Electronic communication), and the Agent shall
be entitled to treat such person as the person entitled to receive all such notices, communications, information and documents
as though that person were that Lender.
30.15 Credit appraisal by the Lenders
Without affecting the responsibility of the Borrower for information supplied by it or on its behalf in connection with any Finance
Document, each Lender confirms to the Agent that it has been, and will continue to be, solely responsible for making its own
independent appraisal and investigation of all risks arising under or in connection with any Finance Document, including but not
limited to:
30.15.1

the financial condition, status and nature of each member of the Group;

30.15.2

the legality, validity, effectiveness, adequacy or enforceability of any Finance Document and any other agreement, arrangement
or document entered into, made or executed in anticipation of, under or in connection with any Finance Document;

30.15.3

whether that Lender has recourse, and the nature and extent of that recourse, against any Party or any of its respective assets
under or in connection with any Finance Document, the transactions contemplated by the Finance Documents or any other
agreement, arrangement or document entered into, made or executed in anticipation of, under or in connection with any
Finance Document; and

30.15.4

the adequacy, accuracy or completeness of any information provided by the Agent, any Party or by other person under or in
connection with any Finance Document, the transactions contemplated by any Finance Document or any other agreement,
arrangement or document entered into, made or executed in anticipation of, under or in connection with any Finance
Document.

30.16 Deduction from amounts payable by the Agent
If any Party owes an amount to the Agent under the Finance Documents, the Agent may, after giving notice to that Party, deduct an
amount not exceeding that amount from any payment to that Party which the Agent would otherwise be obliged to make under the
Finance Documents and apply the amount deducted in or towards satisfaction of the amount owed. For the purposes of the Finance
Documents that Party shall be regarded as having received any amount so deducted.
30.17 Role of Reference Banks
30.17.1

No Reference Bank is under any obligation to provide a quotation or any other information to the Agent.

30.17.2

No Reference Bank will be liable for any action taken by it under or in connection with any Finance Document, or for any
quotation supplied by it to the Agent, unless directly caused by its gross negligence or wilful misconduct.

30.17.3

No Party (other than the relevant Reference Bank) may take any proceedings against any officer, employee or agent of any
Reference Bank in respect of any claim it might have against that Reference Bank or in respect of any act or omission of any
kind by that officer, employee or agent in relation to any Finance Document, or to any quotation supplied by that Reference
Bank to the Agent, and any officer, employee or agent of each Reference Bank may rely on this Clause 30.17 subject to Clause
1.3 (Third Party rights) and the provisions of the Third Parties Act.

30.18 Third party Reference Banks
A Reference Bank which is not a Party may rely on Clause 30.17 (Role of Reference Banks), and Clause 33 (Confidentiality of Funding
Rates and Reference Bank Quotations) subject to Clause 1.3 (Third Party Rights) and the provisions of the Third Parties Act.
31.

SHARING AMONG THE FINANCE PARTIES

31.1

Payments to Finance Parties

If a Finance Party (a “Recovering Finance Party”) receives or recovers any amount from the Borrower other than in accordance with
Clause 16 (Payment Mechanics) (a ”Recovered Amount”) and applies that amount to a payment due under the Finance Documents,
then:

31.2

31.1.1

the Recovering Finance Party shall, within three Business Days, notify details of the receipt or recovery to the Agent;

31.1.2

the Agent shall determine whether the receipt or recovery is in excess of the amount the Recovering Finance Party would have
been paid had the receipt or recovery been received or made by the Agent and distributed in accordance with Clause 16
(Payment Mechanics), without taking account of any Tax which would be imposed on the Agent in relation to the receipt,
recovery or distribution; and

31.1.3

the Recovering Finance Party shall, within three Business Days of demand by the Agent, pay to the Agent an amount (the
“Sharing Payment”) equal to such receipt or recovery less any amount which the Agent determines may be retained by the
Recovering Finance Party as its share of any payment to be made, in accordance with Clause 16.6 (Partial payments).

Redistribution of payments
The Agent shall treat the Sharing Payment as if it had been paid by the Borrower and distribute it between the Finance Parties (other
than the Recovering Finance Party) (the “Sharing Finance Parties”) in accordance with Clause 16.6 (Partial payments) towards the
obligations of the Borrower to the Sharing Finance Parties.

31.3

Recovering Finance Party’s rights
On a distribution by the Agent under Clause 31.2 (Redistribution of payments) of a payment received by a Recovering Finance Party
from the Borrower, as between the Borrower and the Recovering Finance Party, an amount of the Recovered Amount equal to the
Sharing Payment will be treated as not having been paid by the Borrower.

31.4

Reversal of redistribution
If any part of the Sharing Payment received or recovered by a Recovering Finance Party becomes repayable and is repaid by that
Recovering Finance Party, then:

31.5

31.4.1

each Sharing Finance Party shall, upon request of the Agent, pay to the Agent for the account of that Recovering Finance Party
an amount equal to the appropriate part of its share of the Sharing Payment (together with an amount as is necessary to
reimburse that Recovering Finance Party for its proportion of any interest on the Sharing Payment which that Recovering
Finance Party is required to pay) (the “Redistributed Amount”); and

31.4.2

as between the Borrower and each relevant Sharing Finance Party, an amount equal to the relevant Redistributed Amount will
be treated as not having been paid by th the Borrower.

Exceptions
31.5.1

This Clause 31 shall not apply to the extent that the Recovering Finance Party would not, after making any payment pursuant
to this Clause 31, have a valid and enforceable claim against the Borrower.

31.5.2

A Recovering Finance Party is not obliged to share with any other Finance Party any amount which the Recovering Finance
Party has received or recovered as a result of taking legal or arbitration proceedings, if:
(a)

it notified that other Finance Party of the legal or arbitration proceedings; and

(b)

that other Finance Party had an opportunity to participate in those legal or arbitration proceedings but did not do so as
soon as reasonably practicable having received notice, and did not take separate legal or arbitration proceedings.

32.

CONFIDENTIALITY AND DISCLOSURE OF INFORMATION

32.1

Confidential Information
Each Finance Party agrees to keep all Confidential Information confidential and not to disclose it to anyone, save to the extent
permitted by Clause 32.2 (Disclosure of Confidential Information) and Clause 32.3(Disclosure to numbering service providers), and to
ensure that all Confidential Information is protected with security measures and a degree of care that would apply to its own
confidential information.

32.2

Disclosure of Confidential Information
Any Finance Party may disclose:
32.2.1

to any of its Affiliates and Related Funds and any of its or their officers, directors, employees, professional advisers, auditors,
partners and Representatives such Confidential Information as that Finance Party shall consider appropriate if any person to
whom the Confidential Information is to be given pursuant to this Clause 32.2 is informed in writing of its confidential nature
and that some or all of such Confidential Information may be price-sensitive information except that there shall be no such
requirement to so inform if the recipient is subject to professional obligations to maintain the confidentiality of the information
or is otherwise bound by requirements of confidentiality in relation to the Confidential Information;

32.2.2

to any person:
(a)

to (or through) whom it assigns or transfers (or may potentially assign or transfer) its rights and/or obligations under
the Finance Documents or which succeeds (or which may potentially succeed) it as Agent and, in each case, to any of
that person’s Affiliates, Related Funds, Representatives and professional advisers;

(b)

with (or through) whom it enters into (or may potentially enter into), whether directly or indirectly, any subparticipation in relation to, or any other transaction under which payments are to be made or may be made by reference
to, one or more Finance Documents and/or the Borrower and to any of that person’s Affiliates, Related Funds,
Representatives and professional advisers;

(c)

appointed by any Finance Party or by a person to whom paragraphs (a) or (b) of Clause 32.2.2 applies to receive
communications, notices, information or documents delivered pursuant to the Finance Documents on its behalf;

(d)

who invests in or otherwise finances (or may potentially invest in or otherwise finance), directly or indirectly, any
transaction referred to in paragraphs (a) or (b) of Clause 32.2.2;

(e)

to whom information is required or requested to be disclosed by any court of competent jurisdiction or any
governmental, banking, taxation or other regulatory authority or similar body, the rules of any relevant stock exchange
or pursuant to any applicable law or regulation;

(f)

to whom or for whose benefit that Finance Party Lender charges, assigns or otherwise creates security (or may do so)
pursuant to Clause 29.11 (Security over Lenders’ rights);

(g)

to whom information is required to be disclosed in connection with, and for the purposes of, any litigation, arbitration,
administrative or other investigations, proceedings or disputes;

(h)

who is a Party; or

(i)

with the consent of the Borrower;

in each case, such Confidential Information as that Finance Party shall consider appropriate if:

32.2.3

(i)

in relation to paragraphs (a), (b) and (c) of Clause 32.2.2, the person to whom the Confidential Information is
to be given has entered into a Confidentiality Undertaking except that there shall be no requirement for a
Confidentiality Undertaking if the recipient is a professional adviser and is subject to professional obligations
to maintain the confidentiality of the Confidential Information;

(ii)

in relation to paragraph (d) of Clause 32.2.2, the person to whom the Confidential Information is to be given
has entered into a Confidentiality Undertaking or is otherwise bound by requirements of confidentiality in
relation to the Confidential Information they receive and is informed that some or all of such Confidential
Information may be price-sensitive information;

(iii)

in relation to paragraphs (e), (f) and (g) of Clause 32.2.2 above, the person to whom the Confidential
Information is to be given is informed of its confidential nature and that some or all of such Confidential
Information may be price-sensitive information except that there shall be no requirement to so inform if, in the
opinion of that Finance Party, it is not practicable so to do in the circumstances;

to any person appointed by that Finance Party or by a person to whom paragraph (a) or (b) of Clause 32.2.2 applies to provide
administration or settlement services in respect of one or more of the Finance Documents including without limitation, in
relation to the trading of participations in respect of the Finance Documents, such Confidential Information as may be required
to be disclosed to enable such service provider to provide any of the services referred to in this Clause 32.2.3 if the service
provider to whom the Confidential Information is to be given has entered into a confidentiality agreement substantially in the
form of the LMA Master Confidentiality Undertaking for Use With

Administration/Settlement Service Providers or such other form of confidentiality undertaking agreed between the Borrower
and the relevant Finance Party; and
32.2.4

32.3

to any rating agency (including its professional advisers) such Confidential Information as may be required to be disclosed to
enable such rating agency to carry out its normal rating activities in relation to the Finance Documents and/or the Borrower if
the rating agency to whom the Confidential Information is to be given is informed of its confidential nature and that some or
all of such Confidential Information may be price-sensitive information.

Disclosure to numbering service providers
32.3.1

Any Finance Party may disclose to any national or international numbering service provider appointed by that Finance Party to
provide identification numbering services in respect of this Agreement, the Facility and/or the Borrower the following
information:
(a)

names of the Borrower;

(b)

country of domicile of the Borrower;

(c)

place of incorporation of the Borrower;

(d)

date of this Agreement;

(e)

Clause 38 (Governing Law);

(f)

the name of the Agent;

(g)

date of each amendment and restatement of this Agreement;

(h)

amount of Total Commitments;

(i)

currency of the Facility;

(j)

type of Facility;

(k)

ranking of Facility;

(l)

Final Maturity Date for the Facility;

(m)

changes to any of the information previously supplied pursuant to paragraphs (a) to (l) above; and

(n)

such other information agreed between such Finance Party and the Borrower,

to enable such numbering service provider to provide its usual syndicated loan numbering identification services.
32.3.2

The Parties acknowledge and agree that each identification number assigned to this Agreement, the Facility and/or one the
Borrower by a numbering service provider and the information associated with each such number may be disclosed to users of
its services in accordance with the standard terms and conditions of that numbering service provider.

32.4

32.3.3

The Borrower represents that none of the information set out in Clause 32.3.1 above is, nor will at any time be, unpublished
price-sensitive information.

32.3.4

The Agent shall notify the Borrower and the other Finance Parties of:
(a)

the name of any numbering service provider appointed by the Agent in respect of this Agreement, the Facility and/or
the Borrower; and

(b)

the number or, as the case may be, numbers assigned to this Agreement, the Facility and/or the Borrower by such
numbering service provider.

Entire agreement
This Clause 32 constitutes the entire agreement between the Parties in relation to the obligations of the Finance Parties under the
Finance Documents regarding Confidential Information, and supersedes any previous agreement, whether express or implied,
regarding Confidential Information.

32.5

Inside information
Each of the Finance Parties acknowledges that some or all of the Confidential Information is or may be price-sensitive information and
that the use of such information may be regulated or prohibited by applicable legislation including securities law relating to insider
dealing and market abuse, and each of the Finance Parties undertakes not to use any Confidential Information for any unlawful
purpose.

32.6

Notification of disclosure
Each of the Finance Parties agrees (to the extent permitted by law and regulation) to inform the Borrower:

32.7

32.6.1

of the circumstances of any disclosure of Confidential Information made pursuant to Clause 32.2.2(e) (Disclosure of
Confidential Information), except where such disclosure is made to any of the persons referred to in that paragraph during the
ordinary course of its supervisory or regulatory function; and

32.6.2

upon becoming aware that Confidential Information has been disclosed in breach of this Clause 32.

Continuing obligations
The obligations in this Clause 32 are continuing and, in particular, shall survive and remain binding on each Finance Party for a period
of 12 Months from the earlier of:
32.7.1

the date on which all amounts payable by the Borrower under or in connection with the Finance Documents have been paid in
full and all Commitments have been cancelled or otherwise cease to be available; and

32.7.2

the date on which such Finance Party otherwise ceases to be a Finance Party.

33.

CONFIDENTIALITY OF FUNDING RATES

33.1

Confidentiality and disclosure

33.2

33.3

33.1.1

The Borrower agrees to keep each Funding Rate confidential and not to disclose it to anyone, save to the extent permitted by
Clause 33.1.2.

33.1.2

The Borrower may disclose any Funding Rate to:
(a)

any of its Affiliates and any of its or their officers, directors, employees, professional advisers, auditors, partners and
representatives if any person to whom that Funding Rate is to be given pursuant to this paragraph (a) is informed in
writing of its confidential nature and that it may be price-sensitive information except that there shall be no such
requirement to so inform if the recipient is subject to professional obligations to maintain the confidentiality of that
Funding Rate or is otherwise bound by requirements of confidentiality in relation to it;

(b)

any person to whom information is required or requested to be disclosed by any court of competent jurisdiction or any
governmental, banking, taxation or other regulatory authority or similar body, the rules of any relevant stock exchange
or pursuant to any applicable law or regulation if the person to whom that Funding Rate is to be given is informed in
writing of its confidential nature and that it may be price-sensitive information except that there shall be no
requirement to so inform if, in the opinion of the Borrower it is not practicable to do so in the circumstances;

(c)

any person to whom information is required to be disclosed in connection with, and for the purposes of, any litigation,
arbitration, administrative or other investigations, proceedings or disputes if the person to whom that Funding Rate is
to be given is informed in writing of its confidential nature and that it may be price-sensitive information except that
there shall be no requirement to so inform if, in the opinion of the Borrower it is not practicable to do so in the
circumstances; and

(d)

any person, with the consent of the relevant Lender.

Related obligations
33.2.1

The Agent and the Borrower acknowledge that each Funding Rate is or may be price-sensitive information and that its use may
be regulated or prohibited by applicable legislation including securities law relating to insider dealing and market abuse and
the Agent and the Borrower undertake not to use any Funding Rate for any unlawful purpose.

33.2.2

The Agent and the Borrower agree (to the extent permitted by law and regulation) to inform the relevant Lender:
(a)

of the circumstances of any disclosure made pursuant to paragraph (b) of Clause 33.1.2 except where such disclosure is
made to any of the persons referred to in that paragraph during the ordinary course of its supervisory or regulatory
function; and

(b)

upon becoming aware that any information has been disclosed in breach of this Clause 33.

No Event of Default

No Event of Default will occur under Clause 22.3 (Breach of other obligations) by reason only of the Borrower’s failure to comply
with this Clause 33.
34.

SEVERABILITY
If, at any time, any provision of Finance Document is or becomes illegal, invalid or unenforceable in any respect under any law of any
jurisdiction, neither the legality, validity or enforceability of the remaining provisions nor the legality, validity or enforceability of such
provision under the laws of any other jurisdiction will in any way be affected or impaired.

35.

COUNTERPARTS
Each Finance Document may be executed in any number of counterparts. This has the same effect as if the signatures on the
counterparts were on a single copy of the Finance Document.

36.

NOTICES

36.1

In writing

36.2

36.1.1

Any communication in connection with a Finance Document must be in writing and, unless otherwise stated, may be given in
person, by post or by e-mail.

36.1.2

Unless it is agreed to the contrary, any consent or agreement required under a Finance Document must be given in writing.

Contact details
36.2.1

Except as provided below, the contact details of each Party for all communications in connection with the Finance Documents
are those notified by that Party for this purpose to the Agent on or before the date it becomes a Party.

36.2.2

The contact details of the Borrower for this purpose are:

Address:

Western Power Distribution plc
Avonbank
Feeder Road Bristol BS2 0TB

Tel:
E-mail:
Attention:

44 117 933 2374
wpdtreasuryconfirms@westernpower.co.uk
Treasury Team

36.2.3

The contact details of the Original Lender for this purpose are:

Address:

9th Floor, 250 Bishopsgate, London, EC2M 4AA (Transaction Management and Relationship
Management) / Kosmo One, Tower-A, Plot No.14, 3rd Main street, Ambattur Industrial Estate,
Chennai, India -600058 (Chennai Credit Operations)

Tel:
E-mail:

+44 (0) 207 063 3180 / +44 (0) 207 672 1275 / +914466407355
Andreas.Argyrou@natwest.com / matthew.pendrey@natwest.com /
ChennaiCreditOperationsUK@rbs.com
Andreas Argyrou / Matthew Pendrey / Chennai Credit Operations UK

Attention:
36.2.4

The contact details of the Agent for this purpose are:

36.3

Address:

9th Floor, 250 Bishopsgate, London, EC2M 4AA

Tel:
E-mail:

+44(0)20 7672 0704 (int. 26720704)
francis.carey@natwest.com

Attention:

Francis Carey

36.2.5

Any Party (other than the Agent) may change its contact details by giving five Business Days’ notice to the Agent, and the
Agent may change its contact details by giving five Business Days’ notice to the other Parties.

36.2.6

Where a Party nominates a particular department or officer to receive a communication, a communication will not be effective
if it fails to specify that department or officer.

Delivery
36.3.1

Any communication or document made or delivered by one person to another under or in connection with the Finance
Documents will only be effective:
(a)

if delivered in person, when so delivered;

(b)

if by way of electronic communication, in accordance with Clause 36.5 (Electronic Communication); or

(c)

if by way of letter, when it has been left at the relevant address or five Business Days after being deposited in the post
with postage prepaid in an envelope addressed to it at that address,

and, if a particular department or officer is specified as part of its address details provided under Clause 36.2 (Contact details),
if addressed to that department or officer.

36.4

36.3.2

Any communication or document to be made or delivered to the Agent will be effective only when actually received by the
Agent and then only if it is expressly marked for the attention of the department or officer identified with the Agent’s signature
below (or any substitute department or officer as the Agent shall specify for this purpose).

36.3.3

All notices from or to the Borrower shall be sent through the Agent.

36.3.4

Any communication or document which becomes effective, in accordance with Clauses 36.3.1 to 36.3.3 above, after 5pm in the
place of receipt shall be deemed only to become effective on the following day.

Communication when the Agent is an Impaired Agent
If the Agent is an Impaired Agent the Parties may, instead of communicating with each other through the Agent, communicate with
each other directly and (while the Agent is an Impaired Agent) all the provisions of the Finance Documents which require
communications to be made or notices to be given to or by the Agent shall be varied so that communications may be made and notices
given to or by the relevant Parties directly. This provision shall not operate after a replacement Agent has been appointed.

36.5

Electronic communication
36.5.1

Any communication to be made between the Parties under or in connection with the Finance Documents may be made by
electronic mail or other electronic means (including, without limitation, by way of posting to a secure website) if the Parties:

37.

38.

(a)

notify each other in writing of their electronic mail address and/or any other information required to enable the
transmission of information by that means; and

(b)

notify each other of any change to their address or any other such information supplied by them by not less than five
Business Days’ notice.

36.5.2

Any such electronic communication as specified in Clause 36.5.1 will be effective only when actually received (or made
available) in readable form.

36.5.3

Any electronic communication which becomes effective, in accordance with Clause 36.5.3, after 5:00 p.m. in the place in
which the Party to whom the relevant communication is sent or made available has its address for the purpose of this
Agreement shall be deemed only to become effective on the following day.

36.5.4

Any reference in a Finance Document to a communication being sent or received shall be construed to include that
communication being made available in accordance with this Clause 36.5.

LANGUAGE
37.1.1

Any notice given under or in connection with a Finance Document must be in English.

37.1.2

Any other document provided under or in connection with a Finance Document must be:
(a)

in English; or

(b)

if not in English and so required by the Agent, accompanied by a certified English translation. In this case, the English
translation prevails unless the document is a statutory or other official document.

GOVERNING LAW
This Agreement and any non-contractual obligations arising out of or in connection with it are governed by English law.

39.

ENFORCEMENT

39.1

Jurisdiction
39.1.1

The English courts have exclusive jurisdiction to settle any dispute in connection with any Finance Document including a
dispute relating to any non- contractual obligation arising out of or in connection with this Agreement.

39.1.2

The English courts are the most appropriate and convenient courts to settle any such dispute and the Borrower waives objection
to those courts on the grounds of inconvenient forum or otherwise in relation to proceedings in connection with any Finance
Document.

This Agreement has been entered into on the date stated at the beginning of this Agreement.

SCHEDULE 1
ORIGINAL PARTIES

Commitment (£)

Treaty Passport scheme reference number
and jurisdiction of tax residence
(if applicable)

National Westminster Bank plc

50,000,000

N/A

Total

50,000,000

Name of Original Lender

SCHEDULE 2
CONDITIONS PRECEDENT
The Borrower
1.

A certified copy of the constitutional documents of the Borrower.

2.

A certified copy of a resolution of the board of directors or a committee of the board of directors of the Borrower approving the terms
of, and the transactions contemplated by, the Finance Documents.

3.

A specimen of the signature of each person authorised on behalf of the Borrower to, and who on or prior to the Drawdown Date will,
execute any Finance Document or sign or send any document or notice in connection with any Finance Document.

4.

A certificate of the Borrower (signed by a director) confirming that borrowing the Total Commitments would not cause any borrowing
limit binding on the Borrower to be exceeded.

5.

A certificate of an authorised signatory of the Borrower certifying that each copy document relating to it specified in this Schedule 2 is
correct, complete and in full force and effect as at a date no earlier than the date of this Agreement.

Legal opinions
6.

A legal opinion of Latham & Watkins LLP, legal advisers to the Borrower addressed to the Original Lender.

Other documents and evidence
7.

A copy of this Agreement signed by the Borrower .

8.

Evidence that all costs and expenses then due and payable from the Borrower under this Agreement have been or will be paid no later
than the Drawdown Date.

9.

The Original Financial Statements.

SCHEDULE 3
REQUEST
To:

National Westminster Bank plc as Agent

From: Western Power Distribution plc
Date: [l]
Western Power Distribution plc - £50,000,000 Facility Agreement dated [l] June 2019 (the “Agreement”)
1.

We refer to the Agreement. This is a Request. Terms defined in the Agreement have the same meaning in this Request unless given a
different meaning in this Request.

2.

We wish to borrow a Loan on the following terms:
(a)

Drawdown Date: [l] 2019

(b)

Amount: £50,000,000

(c)

Interest Period: 3 months

3.

We confirm that each condition precedent under the Agreement which must be satisfied on the date of this Request is so satisfied.

4.

The proceeds of this Loan should be credited to [account] and our payment instructions are [l].

5.

This Request is irrevocable.

By:
WESTERN POWER DISTRIBUTION PLC

SCHEDULE 4
FORM OF TRANSFER CERTIFICATE
To:

National Westminster Bank plc as Agent

From: [THE EXISTING LENDER] (the “Existing Lender”) and [THE NEW LENDER] (the “New Lender”)
Date: [l]
Western Power Distribution plc - £50,000,000 Facility Agreement dated [l] June 2019 (the “Agreement”)
We refer to the Agreement. This is a Transfer Certificate.
1.

The Existing Lender and the New Lender agree to the Existing Lender transferring to the New Lender by novation, and in accordance
with Clause 29.5 (Procedure for transfer), all of the Existing Lender’s rights and obligations under the Agreement and other Finance
Documents which relate to that portion of the Existing Lender’s Commitment(s) and participations in the Loan as specified in the
Schedule.

2.

The proposed Transfer Date is [l].

3.

The administrative details of the New Lender for the purposes of the Agreement are set out in the Schedule.

4.

The New Lender expressly acknowledges the limitations on the Existing Lender’s obligations set out in Clause 29.8 (Limitation of
responsibility of Existing Lenders) of the Agreement.

5.

The New Lender represents that it is:

6.

7.

(a)

[a Qualifying Lender (other than a Treaty Lender);]

(b)

[a Treaty Lender;]

(c)

[not a Qualifying Lender].*

The New Lender confirms that it is not:
(a)

a Competitor;

(b)

[a Distressed Debt Fund; or

(c)

a Hedge Fund.]1

[The New Lender confirms that the person beneficially entitled to interest payable to that Lender in respect of an advance under a
Finance Document is either:
(a)

a company resident in the United Kingdom for United Kingdom tax purposes; or

(b)

a partnership each member of which is:

____________________________
1.This

confirmation is not required if an Even of Default is continuing.

(c)

(i)

a company so resident in the United Kingdom; or

(ii)

a company not so resident in the United Kingdom which carries on a trade in the United Kingdom through a permanent
establishment and which brings into account in computing its chargeable profits (within the meaning of section 19 of
the CTA 2009) the whole of any share of interest payable in respect of that advance that falls to it by reason of Part 17
of the CTA 2009; or

a company not so resident in the United Kingdom which carries on a trade in the United Kingdom through a permanent
establishment and which brings into account interest payable in respect of that advance in computing the chargeable profits
(within the meaning of section 19 of the CTA 2009) of that company.]**

8.

[The New Lender confirms that it is a Treaty Lender that holds a passport under the HMRC DT Treaty Passport scheme (reference
number [l]), and is tax resident in [l]*** so that interest payable to it by the Borrower is generally subject to full exemption from UK
withholding tax and notifies the Borrower that it wishes the scheme to apply to the Agreement.]****

9.

This Transfer Certificate and any non-contractual obligations arising out of or in connection with it are governed by English law.
NOTES:
*

Delete as applicable - each New Lender is required to confirm which of these three categories it falls within.

**

Include if New Lender comes within paragraph (a)(ii) of the definition of Qualifying Lender in Clause 12.1 (Definitions) of the
Agreement.

***

Insert jurisdiction of tax residence.

****

This confirmation must be included if the New Lender holds a passport under the HMRC DT Treaty Passport scheme and
wishes that scheme to apply to the Agreement.

THE SCHEDULE
Rights and obligations to be transferred by novation
[insert relevant details, including applicable Commitment (or part)]

Administrative details of the New Lender
[insert details of Facility Office, address for notices and payment details etc.]

[EXISTING LENDER]

[NEW LENDER]

By:

By:

The Transfer Date is confirmed as [l].
[Agent]
By:

SCHEDULE 5
FORM OF ASSIGNMENT AGREEMENT
To:

National Westminster Bank plc as Agent and Western Power Distribution plc as Borrower

From: [THE EXISTING LENDER] (the “Existing Lender”) and [THE NEW LENDER] (the “New Lender”)
Date: [l]
Western Power Distribution plc - £50,000,000 Facility Agreement dated [l] June 2019 (the “Agreement”)
1.

We refer to the Agreement. This is an Assignment Agreement. Terms defined in the Agreement have the same meaning in this
Assignment Agreement unless given a different meaning in this Assignment Agreement.

2.

We refer to Clause 29.6 (Procedure for assignment) of the Agreement:
(a)

The Existing Lender assigns absolutely to the New Lender all the rights of the Existing Lender under the Agreement and the
other Finance Documents which relate to that portion of the Existing Lender’s Commitment and participations in Loans under
the Agreement as specified in the Schedule.

(b)

The Existing Lender is released from all the obligations of the Existing Lender which correspond to that portion of the Existing
Lender’s Commitment and participations in Loans under the Agreement specified in the Schedule.

(c)

The New Lender becomes a Party as a Lender and is bound by obligations equivalent to those from which the Existing Lender
is released under paragraph (b) above.

3.

The proposed Transfer Date is [l].

4.

On the Transfer Date the New Lender becomes Party to the Finance Documents as a Lender.

5.

The Facility Office and address and attention details for notices of the New Lender for the purposes of Clause 36.2 (Contact Details) of
the Agreement are set out in the Schedule.

6.

The New Lender expressly acknowledges the limitations on the Existing Lender’s obligations set out in Clause 29.8 (Limitation of
Existing Lender) of the Agreement.

7.

The New Lender confirms that it is not:

8.

(a)

a Competitor;

(b)

[a Distressed Debt Fund; or

(c)

a Hedge Fund.]2

The New Lender represents that it is:
(a)

[a Qualifying Lender (other than a Treaty Lender);]

________________________________

2..

This confirmation is not required if an Event of Default is continuing.

9.

(b)

[a Treaty Lender;]

(c)

[not a Qualifying Lender].*

[The New Lender confirms that the person beneficially entitled to interest payable to that Lender in respect of an advance under a
Finance Document is either:
(a)

a company resident in the United Kingdom for United Kingdom tax purposes;

(b)

a partnership each member of which is:

(c)

(i)

a company so resident in the United Kingdom; or

(ii)

a company not so resident in the United Kingdom which carries on a trade in the United Kingdom through a permanent
establishment and which brings into account in computing its chargeable profits (within the meaning of section 19 of
the CTA) the whole of any share of interest payable in respect of that advance that falls to it by reason of Part 17 of the
CTA; or

a company not so resident in the United Kingdom which carries on a trade in the United Kingdom through a permanent
establishment and which brings into account interest payable in respect of that advance in computing the chargeable profits
(within the meaning of section 19 of the CTA) of that company.]**

10.

[The New Lender confirms that it holds a passport under the HMRC DT Treaty passport scheme (reference number [l]) and is tax
resident in [l]***, so that interest payable to it by the Borrower is generally subject to full exemption from UK withholding tax and
notifies the Borrower that it wishes the scheme to apply to the Agreement.]****

11.

This Assignment Agreement acts as notice to the Borrower of the assignment referred to in this Assignment Agreement.

12.

This Assignment Agreement may be executed in any number of counterparts and this has the same effect as if the signatures on the
counterparts were on a single copy of this Assignment Agreement.

13.

This Assignment Agreement and any non-contractual obligations arising out of or in connection with it are governed by English law.

14.

This Assignment Agreement has been entered into on the date stated at the beginning of this Assignment Agreement.
NOTES:
*

Delete as applicable - each New Lender is required to confirm which of these three categories it falls within.

**

Include if New Lender comes within paragraph (a)(ii) of the definition of Qualifying Lender in Clause 12.1 (Definitions) of the
Agreement.

***

Insert jurisdiction of tax residence.

****

This confirmation must be included if the New Lender holds a passport under the HMRC DT Treaty Passport scheme and
wishes that scheme to apply to the Agreement.

THE SCHEDULE
Rights to be assigned and obligations to be released and undertaken
[insert relevant details]
[Facility office address and attention details for notices and account details for payments]
[Existing Lender]

[New Lender]

By:

By:

This Assignment Agreement is accepted as an Assignment Agreement for the purposes of the Agreement by the Agent and the Transfer Date is
confirmed as [l].
Signature of this Assignment Agreement by the Agent constitutes confirmation by the Agent of receipt of notice of the assignment referred to
herein, which notice the Agent receives on behalf of each Finance Party.
[Agent]

By:

SCHEDULE 6
FORM OF COMPLIANCE CERTIFICATE
To:

National Westminster Bank plc as Agent

From: Western Power Distribution plc
Date: [l]
Western Power Distribution plc - £50,000,000 Facility Agreement dated [l] June 2019 (the “Agreement”)
1.

We refer to the Agreement. This is a Compliance Certificate.

2.

We confirm that as at [relevant testing date], Consolidated EBITDA for the Calculation Period ending on such date was [l] and Interest
Payable was [l], therefore the ratio of Consolidated EBITDA to Interest Payable for the Calculation Period ending on such date was [l]
to 1.

3.

We confirm that as at [relevant testing date], Regulatory Asset Value was [l] and Total Net Debt was [l]; therefore Total Net Debt does
not exceed 87.5% of the Regulatory Asset Value.

4.

We set out below calculations establishing the figures in paragraphs 2 and 3 above: [l].

5.

[We confirm that no Default is outstanding as at [relevant testing date].]3

WESTERN POWER DISTRIBUTION PLC
By:
Director

Director
______________________________________________
3. If

this statement cannot be made, the certificate should identify any Default that is outstanding and the steps, if any, being taken to remedy it.

SCHEDULE 7
TIMETABLES
Delivery of a duly completed Request in accordance with Clause 5.1 D-1
(Giving of Requests)
10:00 a.m.

LIBOR is fixed

Quotation Day as of 11.00 a.m.

Agent notifies the Lenders of the Loan in accordance with Clause 5.4 D-1
(Advance of Loan)
4:00 p.m.
Reference Bank Rate calculated by reference to available quotations in Quotation Day as of 11.30 a.m.
accordance with Clause 10.2 (Calculation of Reference Bank Rate)

“D” = date of drawdown or, if applicable, in the case of a Loan that has already been borrowed, the first day of the relevant Interest Period for
that Loan.
“D- X”= Business Days prior to date of drawdown.

SCHEDULE 8
FORM OF SUBORDINATION DEED
THIS SUBORDINATION DEED is entered into as a deed on [l] and is made BETWEEN:
(1)

WESTERN POWER DISTRIBUTION PLC (registered number 09223384) (the
“Borrower”);

(2)

[SUBORDINATED CREDITOR] (the “Subordinated Creditor”); and

(3)

NATIONAL WESTMINSTER BANK PLC, as Agent acting on behalf of the Lenders (each as defined below) (the “Agent”).

1.

INTERPRETATION

1.1

Definitions
In this Deed:
Agreement means the £50,000,000 facility agreement dated [l] June 2019 between, among others, Western Power Distribution plc as
the Borrower and National Westminster Bank plc as Agent.
Certificate means a document substantially in the form set out in Annex 2 (Form of Certificate).
Party means a party to this Deed.
Permitted Subordinated Debt Payment means:
(a)

the repayment or prepayment of any principal amount (or capitalised interest) outstanding under the Subordinated
Finance Document;

(b)

the payment of any interest, fee or charge accrued or due under or any other amount payable in connection with the
Subordinated Finance Document; or

(c)

the purchase, redemption, defeasance or discharge of any amount outstanding under the Subordinated Finance
Document,

provided that, on or prior to the date of such payment, the Borrower has delivered a certificate to the Agent confirming that, taking
into account such payment, Total Net Debt will not exceed 85% and the Borrower will be in compliance with its obligations under
Clause 20.3 (Interest Cover), in each case on each of the two immediately succeeding Calculation Dates.
Senior Debt means any present or future liability (actual or contingent) payable or owing by the Borrower to a Finance Party under or
in connection with the Finance Documents.
Senior Debt Discharge Date means the date on which all the Senior Debt has been unconditionally and irrevocably paid and
discharged in full and no Finance Party has

any commitment or liability, whether present or future, actual or contingent, in relation to the Facility, as determined by the Agent.
Subordinated Creditor Accession Deed means a deed substantially in the form set out in Annex 1 (Form of Subordinated Creditor
Accession Deed).
Subordinated Debt means any present or future liability (actual or contingent) payable or owing by the Borrower to the Subordinated
Creditor under or in connection with any Subordinated Finance Document.
Subordinated Finance Document means [l].
1.2

Construction

1.2.1

Capitalised terms defined in the Agreement have the same meaning in this Deed, unless given a different meaning in this Deed.

1.2.2

The principles of construction set out in the Agreement will have effect as if set out in this Deed.

1.2.3

Any undertaking by the Subordinated Creditor in this Deed remains in force from the date of this Deed to the Senior Debt Discharge
Date.

1.3

Third Party rights
Unless otherwise indicated and save in respect of any other creditor under any of the Finance Documents, a person who is not a party
to this Deed has no right under the Contracts (Rights of Third Parties) Act 1999 (or any other applicable law) to enforce any term of
this Deed.

2.

SUBORDINATION

2.1

Ranking
Each of the Parties hereby agrees that the Senior Debt, whether secured or unsecured, shall rank senior in priority to the Subordinated
Debt.

2.2

Undertakings of the Borrower
The Borrower must not without the prior consent of the Lenders:
(a)

make any payment whatsoever in respect of the Subordinated Debt other than a Permitted Subordinated Debt Payment; or

(b)

secure, in any manner, all or any part of the Subordinated Debt; or

(c)

defease, in any manner, all or any part of the Subordinated Debt; or

(d)

give any financial support (including the taking of any participation, the giving of any guarantee or other assurance or the
making of any deposit) to any person in connection with all or any part of the Subordinated Debt; or

(e)

procure any other person to do any of the acts or take any of the actions referred to paragraphs (a) to (d) above.

2.3

Undertakings of the Subordinated Creditor

2.3.1

The Subordinated Creditor will not without the prior written consent of the Lenders:
(a)

allow to exist or receive the benefit of any Security Interest, guarantee, indemnity or other assurance against loss in respect of
all or any of the Subordinated Debt or all or any rights which it may have against the Borrower in respect of all or any part of
the Subordinated Debt; or

(b)

take or omit to take any action or step whereby the subordination of all or any of the Subordinated Debt might be terminated,
impaired or adversely affected.

2.3.2

The Subordinated Creditor will not without the prior written consent of the Lenders receive any payment save where such payment is a
Permitted Subordinated Debt Payment.

2.3.3

The Subordinated Creditor will not without the prior written consent of the Lenders:
(a)

demand payment, declare prematurely due and payable or otherwise seek to accelerate payment of or place on demand all or
any part of the Subordinated Debt or enforce the Subordinated Debt by execution or otherwise;

(b)

initiate or support or take any steps with a view to, or which may lead to:
(i)

any insolvency, liquidation, reorganisation, administration or dissolution proceedings;

(ii)

any voluntary arrangement or assignment for the benefit of creditors; or

(iii)

any similar proceedings,

involving the Borrower or any of its Subsidiaries, whether by petition, convening a meeting, voting for a resolution or
otherwise;
(c)

bring or support any legal proceedings against the Borrower or any of its Subsidiaries; or

(d)

otherwise exercise any remedy for the recovery of all or any part of the Subordinated Debt (including, without limitation, the
exercise of any right of set-off, counterclaim or lien).

2.3.4

If the Subordinated Creditor receives any payment which is in breach of any Finance Document, it shall hold such sums on trust for the
Agent (acting on behalf of the Lenders) and pay them immediately to the Agent (acting on behalf of the Lenders) to be applied against
the Senior Debt.

2.3.5

The Subordinated Creditor and the Borrower hereby agree for the benefit of the Agent and the Lenders that, notwithstanding the terms
of the Subordinated Finance Document and any agreement relating to the Subordinated Debt, the Subordinated Debt is made available
on terms such that it is not, save for a Permitted Subordinated Debt Payment or otherwise with the consent of the Lenders, repayable
unless and until the Senior Debt Discharge Date shall have occurred.

2.4

Subordination on insolvency
If there occurs any payment, distribution, division or application, partial or complete, voluntary or involuntary, by operation of law or
otherwise, of all or any part of the assets of any kind or character of the Borrower or the proceeds thereof, to creditors of the
Borrower, by reason of the liquidation, dissolution or other winding-up of the Borrower or its businesses or any bankruptcy,
reorganisation, receivership or insolvency or similar proceeding or any assignment for the benefit of creditors or there is a marshalling
of the assets and liabilities of the Borrower, or the Borrower becomes subject to any event mentioned in Clause 22.6 (Insolvency
proceedings) of the Agreement or a voluntary arrangement, then and in any such event:
(a)

the Subordinated Debt shall continue to be subordinated to the Senior Debt;

(b)

any payment or distribution of any kind or character and all and any rights in respect thereof, whether in cash, securities or
other property which is payable or deliverable upon or with respect to the Subordinated Debt or any part thereof by a
liquidator, administrator or receiver (or the equivalent thereof) of the Borrower or its estate (the "rights") made to or paid to, or
received by the Subordinated Creditor or to which the Subordinated Creditor is entitled shall be held on trust by the
Subordinated Creditor for the Lenders and shall forthwith be paid or, as the case may be, transferred or assigned to the Lenders
to be applied against the Senior Debt;

(c)

if the trust referred to in paragraph (b) above or paragraph (d) of Clause 2.3 above fails or cannot be given effect to or if the
Subordinated Creditor receives and retains the relevant payment or distribution, the Subordinated Creditor will pay over such
rights in the form received to the Agent (acting on behalf of the Lenders) to be applied against the Senior Debt;

(d)

the Subordinated Creditor acknowledges the rights of the Agent (acting on behalf of the Lenders) to demand, sue and prove for,
collect and receive every payment or distribution referred to in paragraph (b) above and give acquittance therefore and to file
claims and take such other proceedings, in the Agent's own name or otherwise, as the Agent may deem necessary or advisable
for the enforcement of this Deed; and

(e)

the Subordinated Creditor by way of security for its obligations under this Deed irrevocably appoints the Agent to be its
attorney in order to enable the Facility Agent to enforce any and all claims upon or with respect to the Subordinated Debt or
any part thereof, and to collect and receive any and all payments or distributions referred to in paragraph (b) above or to do
anything which that Subordinated Creditor has authorised the Agent or any other Party to do under this Deed or is itself
required to do under this Deed but has failed to do (and the Agent may delegate that power on such terms as it sees fit).

3.

SET-OFF

3.1.1

The Subordinated Creditor shall not set off against the Subordinated Debt any amount payable by the Subordinated Creditor to the
Borrower.

3.1.2

If any part of the Subordinated Debt is discharged in whole or in part by way of set-off, the Subordinated Creditor will promptly pay to
the Agent for application in accordance with the terms of paragraph (b) of Clause 2.4 (Subordination on insolvency) an amount equal to
the amount of the Subordinated Debt discharged by such set-off.

4.

NEW MONEY
The Subordinated Creditor hereby agrees that the Agent (acting on behalf of the Lenders) may, at its discretion, increase the facility
made available to the Borrower and make further advances to the Borrower, and each such advance will be deemed to be made under
the terms of the Agreement.

5.

PROTECTION OF SUBORDINATION

5.1.1

The subordination in this Deed is a continuing subordination and benefits the ultimate balance of the Senior Debt.

5.1.2

Except as provided in this Deed, the subordination is, and the Subordinated Creditor's obligations under this Deed will, not be affected
by any act, omission or thing which, but for this provision, would reduce, release or prejudice the subordination or any of the
Subordinated Creditor's obligations under this Deed.

6.

MISCELLANEOUS

6.1.1

This Deed overrides anything in any Subordinated Finance Document to the contrary.

6.1.2

Any communication in respect of this Deed must be in writing. Contact details for each Party are set out opposite their name, below.

6.1.3

This Deed is a Finance Document.

7.

ASSIGNMENT

7.1.1

The Agent (acting on behalf of the Lenders) shall have the full and unfettered right to assign or otherwise transfer the whole or any part
of the benefit of this Deed to any person to whom all or a corresponding part of its rights, benefits and obligations under any of the
Finance Documents are assigned or transferred in accordance with their provisions.

7.1.2

The Subordinated Creditor shall not assign or transfer all or any of its rights, title, benefit and interest in or to all or any part of the
Subordinated Debt unless in full and on or prior to such assignment or transfer the assignee or transferee accedes to this Deed as
Subordinated Creditor pursuant to the Subordinated Creditor Accession Deed.

8.

TRUSTS
The Agent shall hold the benefit of this Deed upon trust for itself and the Lenders.

9.

TERMINATION
Subject to Clause 4 (New Money), on the Senior Debt Discharge Date, the terms of this Deed shall terminate.

10.

GOVERNING LAW
This Deed and any non-contractual obligations arising out of or in connection with it are governed by English law.

11.

JURISDICTION

The English courts have exclusive jurisdiction to settle any dispute including a dispute relating to non-contractual obligations arising
out of or in connection with this Deed and the Parties submit to the exclusive jurisdiction of the English courts.
IN WITNESS whereof this Deed has been duly executed by the Parties on the day and year first above written.

Annex 1
Form of Subordinated Creditor Accession Deed

To: NATIONAL WESTMINSTER BANK PLC, as Agent
To: WESTERN POWER DISTRIBUTION PLC

From: [Acceding Subordinated Creditor]

THIS DEED is made on [date] by [Acceding Subordinated Creditor] (the "Acceding Subordinated Creditor") in relation to the
subordination deed (the "Subordination Deed") dated [•] between, among others, Western Power Distribution plc. as Company, National
Westminster Bank plc as Agent and the Subordinated Creditor (as defined in the Subordination Deed). Terms defined in the Subordination
Deed shall, unless otherwise defined in this Deed, bear the same meanings when used in this Deed.
In consideration of the Acceding Subordinated Creditor being accepted as the Subordinated Creditor for the purposes of the Subordination
Deed, the Acceding Subordinated Creditor confirms that, as from [date], it intends to be party to the Subordination Deed as the Subordinated
Creditor and undertakes to perform all the obligations expressed in the Subordination Deed to be assumed by the Subordinated Creditor and
agrees that it shall be bound by all the provisions of the Subordination Deed, as if it had been an original party to the Subordination Deed as
the Subordinated Creditor.
This Deed and any non-contractual obligations arising out of or in connection with it are governed by English law.
IN WITNESS whereof this Deed has been duly executed by the Parties on the day and year first above written.

SIGNATORIES
Subordination Deed
Company
EXECUTED as a DEED
By WESTERN POWER DISTRIBUTION PLC
acting by

)
)
)

____________________
Director

In the presence of:

Witness’s Signature:

Name:

Address:

Company contact details:
Address:
Phone number:

[●]
[●]

E-mail:
Attention:

[●]
[●]

Subordinated Creditor
EXECUTED as a DEED
by [SUBORDINATED CREDITOR]
acting by
In the presence of:

Witness’s Signature:

Name:

Address:

)
)
)

_____________________
Director

Subordinated Creditor contact details:

Address:
Phone number:
E-mail
Attention::

[●]
[●]
[●]
[●]

Agent

EXECUTED as a DEED
by [●]
acting by

)
)
)

In the presence of:

Witness’s Signature:

Name:

Address:
Facility Agent contact details:
Address:
Phone number:
E-mail
Attention::

[●]
[●]
[●]
[●]

_______________________
Director

SIGNATORIES
Borrower
EXECUTED by
WESTERN POWER DISTRIBUTION PLC
acting by Ian Robert Williams

)
)
)

[Signed by Ian Robert Williams]
Director

[Signature Page to the £50,000,000 Facility Agreement]

Original Lender
EXECUTED by
NATIONAL WESTMINSTER BANK PLC
acting by Peter Dooley, Managing Director

)
)
)

[Signed by Peter Dooley]

[Signature Page to the £50,000,000 Facility Agreement]

AGENT
EXECUTED by
NATIONAL WESTMINSTER BANK PLC
acting by Peter Dooley, Managing Director

)
)
)

[Signed by Peter Dooley]

[Signature Page to the £50,000,000 Facility Agreement]

Exhibit 31(a)
CERTIFICATION
I, WILLIAM H. SPENCE, certify that:
1.

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

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: August 6, 2019

/s/ William H. Spence
William H. Spence
Chairman and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation

Exhibit 31(b)
CERTIFICATION
I, JOSEPH P. BERGSTEIN, JR., certify that:
1.

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

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: August 6, 2019

/s/ Joseph P. Bergstein, Jr.
Joseph P. Bergstein, Jr.
Senior Vice President and Chief Financial Officer
(Principal Financial Officer)
PPL Corporation

Exhibit 31(c)
CERTIFICATION
I, GREGORY N. DUDKIN, certify that:
1.

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

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: August 6, 2019

/s/ Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation

Exhibit 31(d)
CERTIFICATION
I, STEPHEN K. BREININGER, certify that:
1.

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

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: August 6, 2019

/s/ Stephen K. Breininger
Stephen K. Breininger
Vice President-Finance and Regulatory Affairs and Controller
(Principal Financial Officer)
PPL Electric Utilities Corporation

Exhibit 31(e)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "registrant");

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: August 6, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC

Exhibit 31(f)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "registrant");

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: August 6, 2019

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
LG&E and KU Energy LLC

Exhibit 31(g)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "registrant");

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: August 6, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Louisville Gas and Electric Company

Exhibit 31(h)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "registrant");

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: August 6, 2019

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Louisville Gas and Electric Company

Exhibit 31(i)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Kentucky Utilities Company (the "registrant");

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: August 6, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company

Exhibit 31(j)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Kentucky Utilities Company (the "registrant");

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: August 6, 2019

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Kentucky Utilities Company

Exhibit 32(a)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL CORPORATION'S FORM 10-Q FOR THE QUARTER ENDED JUNE 30, 2019
In connection with the quarterly report on Form 10-Q of PPL Corporation (the "Company") for the quarter ended June 30, 2019, as filed with the
Securities and Exchange Commission on the date hereof (the "Covered Report"), we, William H. Spence, the Principal Executive Officer of the Company,
and Joseph P. Bergstein, Jr., the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Date: August 6, 2019

/s/ William H. Spence
William H. Spence
Chairman and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation
/s/ Joseph P. Bergstein, Jr.
Joseph P. Bergstein, Jr.
Senior Vice President and Chief Financial Officer
(Principal Financial Officer)
PPL Corporation

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Exhibit 32(b)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL ELECTRIC UTILITIES CORPORATION'S FORM 10-Q FOR THE QUARTER ENDED JUNE 30, 2019
In connection with the quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "Company") for the quarter ended June 30, 2019, as
filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Gregory N. Dudkin, the Principal Executive Officer of
the Company, and Stephen K. Breininger, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Date: August 6, 2019

/s/ Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation
/s/ Stephen K. Breininger
Stephen K. Breininger
Vice President-Finance and Regulatory Affairs and Controller
(Principal Financial Officer)
PPL Electric Utilities Corporation

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Exhibit 32(c)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LG&E AND KU ENERGY LLC'S FORM 10-Q FOR THE QUARTER ENDED JUNE 30, 2019
In connection with the quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "Company") for the quarter ended June 30, 2019, as filed
with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive Officer of the
Company, and Kent W. Blake, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.
Date: August 6, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC
/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
LG&E and KU Energy LLC

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Exhibit 32(d)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LOUISVILLE GAS AND ELECTRIC COMPANY'S FORM 10-Q FOR THE QUARTER ENDED JUNE 30, 2019
In connection with the quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "Company") for the quarter ended June 30,
2019, as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive
Officer of the Company, and Kent W. Blake, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.
Date: August 6, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Louisville Gas and Electric Company
/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Louisville Gas and Electric Company

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Exhibit 32(e)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR KENTUCKY UTILITIES COMPANY'S FORM 10-Q FOR THE QUARTER ENDED JUNE 30, 2019
In connection with the quarterly report on Form 10-Q of Kentucky Utilities Company (the "Company") for the quarter ended June 30, 2019, as filed
with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive Officer of the
Company, and Kent W. Blake, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.
Date: August 6, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company
/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Kentucky Utilities Company

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
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QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934 for the quarterly period ended September 30, 2019
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TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934 for the transition period from _________ to ___________

Commission File
Number
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State of Incorporation;
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IRS Employer
Identification No.

1-11459

PPL Corporation

23-2758192

(Exact name of Registrant as specified in its charter)
Pennsylvania
Two North Ninth Street
Allentown,

PA

18101-1179

(610) 774-5151
1-905

PPL Electric Utilities Corporation

23-0959590

(Exact name of Registrant as specified in its charter)
Pennsylvania
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Allentown,

PA

18101-1179

(610) 774-5151
333-173665

LG&E and KU Energy LLC
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40202-1377

(502) 627-2000
1-3464

Kentucky Utilities Company
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Securities registered pursuant to Section 12(b) of the Act:
Title of each class

Trading Symbol:

Name of each exchange on which registered

Common Stock of PPL Corporation

PPL

New York Stock Exchange

2007 Series A due 2067

PPL/67

New York Stock Exchange

2013 Series B due 2073

PPX

New York Stock Exchange

Junior Subordinated Notes of PPL Capital Funding, Inc.

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

Yes

☒

No

☐

PPL Electric Utilities Corporation

Yes

☒

No

☐

LG&E and KU Energy LLC

Yes

☒

No

☐

Louisville Gas and Electric Company

Yes

☒

No

☐

Kentucky Utilities Company
Yes
☒
No ☐
Indicate by check mark whether the registrants have submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of
Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrants were required to submit such files).
PPL Corporation

Yes

☒

No

☐

PPL Electric Utilities Corporation

Yes

☒

No

☐

LG&E and KU Energy LLC

Yes

☒

No

☐

Louisville Gas and Electric Company

Yes

☒

No

☐

Kentucky Utilities Company
Yes
☒
No ☐
Indicate by check mark whether the registrants are large accelerated filers, accelerated filers, non-accelerated filers, smaller reporting companies or
emerging growth companies. See the definitions of "large accelerated filer," "accelerated filer," "smaller reporting company" and "emerging growth
company" in Rule 12b-2 of the Exchange Act.
Large accelerated
filer

Accelerated
filer

Non-accelerated
filer

Smaller reporting
company

Emerging growth
company

PPL Corporation

☒

☐

☐

☐

☐

PPL Electric Utilities Corporation

☐

☐

☒

☐

☐

LG&E and KU Energy LLC

☐

☐

☒

☐

☐

Louisville Gas and Electric Company

☐

☐

☒

☐

☐

Kentucky Utilities Company

☐

☐

☒

☐

☐

If emerging growth companies, indicate by check mark if the registrants have elected not to use the extended transition period for complying with any new
or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.
PPL Corporation

☐

PPL Electric Utilities Corporation

☐

LG&E and KU Energy LLC

☐

Louisville Gas and Electric Company

☐

Kentucky Utilities Company
☐
Indicate by check mark whether the registrants are shell companies (as defined in Rule 12b-2 of the Exchange Act).
PPL Corporation

Yes

☐

No

☒

PPL Electric Utilities Corporation

Yes

☐

No

☒

LG&E and KU Energy LLC

Yes

☐

No

☒

Louisville Gas and Electric Company

Yes

☐

No

☒

Kentucky Utilities Company

Yes

☐

No

☒
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Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of the latest practicable date.
PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

Common stock, $0.01 par value, 723,033,043 shares outstanding at October 31, 2019.
Common stock, no par value, 66,368,056 shares outstanding and all held by PPL Corporation at October 31,
2019.
PPL Corporation directly holds all of the membership interests in LG&E and KU Energy LLC.
Common stock, no par value, 21,294,223 shares outstanding and all held by LG&E and KU Energy LLC at
October 31, 2019.
Common stock, no par value, 37,817,878 shares outstanding and all held by LG&E and KU Energy LLC at
October 31, 2019.

This document is available free of charge at the Investors section of PPL Corporation's website at www.pplweb.com. However, other information
on this website does not constitute a part of this Form 10-Q.
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disclosures to the presentation of financial information on a consolidated basis.
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GLOSSARY OF TERMS AND ABBREVIATIONS
PPL Corporation and its subsidiaries
KU - Kentucky Utilities Company, a public utility subsidiary of LKE engaged in the regulated generation, transmission, distribution and sale of electricity,
primarily in Kentucky.
LG&E - Louisville Gas and Electric Company, a public utility subsidiary of LKE engaged in the regulated generation, transmission, distribution and sale of
electricity and the distribution and sale of natural gas in Kentucky.
LKE - LG&E and KU Energy LLC, a subsidiary of PPL and the parent of LG&E, KU and other subsidiaries.
LKS - LG&E and KU Services Company, a subsidiary of LKE that provides administrative, management, and support services primarily to LKE and its
subsidiaries.
PPL - PPL Corporation, the parent holding company of PPL Electric, PPL Energy Funding, PPL Capital Funding, LKE and other subsidiaries.
PPL Capital Funding - PPL Capital Funding, Inc., a financing subsidiary of PPL that provides financing for the operations of PPL and certain
subsidiaries. Debt issued by PPL Capital Funding is guaranteed as to payment by PPL.
PPL Electric - PPL Electric Utilities Corporation, a public utility subsidiary of PPL engaged in the regulated transmission and distribution of electricity in
its Pennsylvania service area and that provides electricity supply to its retail customers in this area as a PLR.
PPL Energy Funding - PPL Energy Funding Corporation, a subsidiary of PPL and the parent holding company of PPL Global and other subsidiaries.
PPL EU Services - PPL EU Services Corporation, a subsidiary of PPL that provides administrative, management and support services primarily to PPL
Electric.
PPL Global - PPL Global, LLC, a subsidiary of PPL Energy Funding that, primarily through its subsidiaries, owns and operates WPD, PPL's regulated
electricity distribution businesses in the U.K.
PPL Services - PPL Services Corporation, a subsidiary of PPL that provides administrative, management and support services to PPL and its subsidiaries.
PPL WPD Limited - an indirect U.K. subsidiary of PPL Global. Following reorganizations in October 2015 and October 2017, PPL WPD Limited is an
indirect parent to WPD plc having previously been a sister company.
Safari Energy - Safari Energy, LLC, an indirect subsidiary of PPL, acquired in June 2018, that provides solar energy solutions for commercial customers
in the U.S.
WPD - refers to PPL WPD Limited and its subsidiaries.
WPD (East Midlands) - Western Power Distribution (East Midlands) plc, a British regional electricity distribution utility company.
WPD plc - Western Power Distribution plc, an indirect U.K. subsidiary of PPL WPD Limited. Its principal indirectly owned subsidiaries are WPD (East
Midlands), WPD (South Wales), WPD (South West) and WPD (West Midlands).
WPD Midlands - refers to WPD (East Midlands) and WPD (West Midlands), collectively.
WPD (South Wales) - Western Power Distribution (South Wales) plc, a British regional electricity distribution utility company.
WPD (South West) - Western Power Distribution (South West) plc, a British regional electricity distribution utility company.
i
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WPD (West Midlands) - Western Power Distribution (West Midlands) plc, a British regional electricity distribution utility company.
WKE - Western Kentucky Energy Corp., a subsidiary of LKE that leased certain non-regulated utility generating plants in western Kentucky until July
2009.
Other terms and abbreviations

£ - British pound sterling.
2018 Form 10-K - Annual Report to the SEC on Form 10-K for the year ended December 31, 2018.
Act 11 - Act 11 of 2012 that became effective on April 16, 2012. The Pennsylvania legislation authorized the PUC to approve two specific ratemaking
mechanisms: the use of a fully projected future test year in base rate proceedings and, subject to certain conditions, a DSIC.
Act 129 - Act 129 of 2008 that became effective in October 2008. The law amended the Pennsylvania Public Utility Code and created an energy efficiency
and conservation program and smart metering technology requirements, adopted new PLR electricity supply procurement rules, provided remedies for
market misconduct and changed the Alternative Energy Portfolio Standard (AEPS).
Act 129 Smart Meter program - PPL Electric's system wide meter replacement program that installs wireless digital meters that provide secure
communication between PPL Electric and the meter as well as all related infrastructure.
Adjusted Gross Margins - a non-GAAP financial measure of performance used in "Item 2. Combined Management's Discussion and Analysis of
Financial Condition and Results of Operations" (MD&A).
AFUDC - allowance for funds used during construction. The cost of equity and debt funds used to finance construction projects of regulated businesses,
which is capitalized as part of construction costs.
AOCI - accumulated other comprehensive income or loss.
ARO - asset retirement obligation.
ATM Program - at-the-market stock offering program.
CCR(s) - coal combustion residual(s). CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes.
Clean Air Act - federal legislation enacted to address certain environmental issues related to air emissions, including acid rain, ozone and toxic air
emissions.
Clean Water Act - federal legislation enacted to address certain environmental issues relating to water quality including effluent discharges, cooling water
intake, and dredge and fill activities.
CPCN - Certificate of Public Convenience and Necessity. Authority granted by the KPSC pursuant to Kentucky Revised Statute 278.020 to provide utility
service to or for the public or the construction of certain plant, equipment, property or facility for furnishing of utility service to the public.
Customer Choice Act - the Pennsylvania Electricity Generation Customer Choice and Competition Act, legislation enacted to restructure the state's
electric utility industry to create retail access to a competitive market for generation of electricity.
DNO - Distribution Network Operator in the U.K.
DRIP - PPL Amended and Restated Dividend Reinvestment and Direct Stock Purchase Plan.
DSIC - Distribution System Improvement Charge. Authorized under Act 11, which is an alternative ratemaking mechanism providing more-timely cost
recovery of qualifying distribution system capital expenditures.
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DSM - Demand Side Management. Pursuant to Kentucky Revised Statute 278.285, the KPSC may determine the reasonableness of DSM programs
proposed by any utility under its jurisdiction. DSM programs consist of energy efficiency programs intended to reduce peak demand and delay the
investment in additional power plant construction, provide customers with tools and information regarding their energy usage and support energy efficiency.
Earnings from Ongoing Operations - a non-GAAP financial measure of earnings adjusted for the impact of special items and used in "Item 2.
Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" (MD&A).
ECR - Environmental Cost Recovery. Pursuant to Kentucky Revised Statute 278.183, Kentucky electric utilities are entitled to the current recovery of costs
of complying with the Clean Air Act, as amended, and those federal, state or local environmental requirements that apply to coal combustion wastes and
byproducts from the production of energy from coal.
ELG(s) - Effluent Limitation Guidelines, regulations promulgated by the EPA.
EPA - Environmental Protection Agency, a U.S. government agency.
EPS - earnings per share.
FERC - Federal Energy Regulatory Commission, the U.S. federal agency that regulates, among other things, interstate transmission and wholesale sales of
electricity, hydroelectric power projects and related matters.
GAAP - Generally Accepted Accounting Principles in the U.S.
GBP - British pound sterling.
GHG(s) - greenhouse gas(es).
GLT - gas line tracker. The KPSC approved mechanism for LG&E's recovery of costs associated with gas transmission lines, gas service lines, gas risers,
leak mitigation, and gas main replacements.
HB 487 - House Bill 487. Comprehensive Kentucky state tax legislation enacted in April 2018.
IRS - Internal Revenue Service, a U.S. government agency.
KPSC - Kentucky Public Service Commission, the state agency that has jurisdiction over the regulation of rates and service of utilities in Kentucky.
LIBOR - London Interbank Offered Rate.
Moody's - Moody's Investors Service, Inc., a credit rating agency.
MW - megawatt, one thousand kilowatts.
NAAQS - National Ambient Air Quality Standards periodically adopted pursuant to the Clean Air Act.
NERC - North American Electric Reliability Corporation.
New Source Review - a Clean Air Act program that requires industrial facilities to install updated pollution control equipment when they are built or
when making a modification that increases emissions beyond certain allowable thresholds.
NPNS - the normal purchases and normal sales exception as permitted by derivative accounting rules. Derivatives that qualify for this exception may
receive accrual accounting treatment.
OCI - other comprehensive income or loss.
Ofgem - Office of Gas and Electricity Markets, the British agency that regulates transmission, distribution and wholesale sales of electricity and gas and
related matters.
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OVEC - Ohio Valley Electric Corporation, located in Piketon, Ohio, an entity in which LKE indirectly owns an 8.13% interest (consists of LG&E's 5.63%
and KU's 2.50% interests), which is recorded at cost. OVEC owns and operates two coal-fired power plants, the Kyger Creek plant in Ohio and the Clifty
Creek plant in Indiana, with combined capacities of 2,120 MW.
Performance unit - stock-based compensation award that represents a variable number of shares of PPL common stock that a recipient may receive
based on PPL's attainment of (i) relative total shareowner return (TSR) over a three-year performance period as compared to companies in the Philadelphia
Stock Exchange Utility Index; or (ii) corporate return on equity (ROE) based on the average of the annual ROE for each year of the three-year performance
period.
PLR - Provider of Last Resort, the role of PPL Electric in providing default electricity supply within its delivery area to retail customers who have not
chosen to select an alternative electricity supplier under the Customer Choice Act.
PP&E - property, plant and equipment.
PPL EnergyPlus - prior to the June 1, 2015 spinoff, PPL Energy Supply, LLC, PPL EnergyPlus, LLC, a subsidiary of PPL Energy Supply that marketed
and traded wholesale and retail electricity and gas, and supplied energy and energy services in competitive markets.
PPL Energy Supply - prior to the June 1, 2015 spinoff, PPL Energy Supply, LLC, a subsidiary of PPL Energy Funding and the indirect parent company
of PPL Montana, LLC.
PPL Montana - prior to the June 1, 2015 spinoff of PPL Energy Supply, PPL Montana, LLC, an indirect subsidiary of PPL Energy Supply that generated
electricity for wholesale sales in Montana and the Pacific Northwest.
PUC - Pennsylvania Public Utility Commission, the state agency that regulates certain ratemaking, services, accounting and operations of Pennsylvania
utilities.
RAV - regulatory asset value. This term, used within the U.K. regulatory environment, is also commonly known as RAB or regulatory asset base. RAV is
based on historical investment costs at time of privatization, plus subsequent allowed additions less annual regulatory depreciation, and represents the value
on which DNOs earn a return in accordance with the regulatory cost of capital. RAV is indexed to Retail Price Index (RPI) in order to allow for the effects
of inflation. RAV additions have been and continue to be based on a percentage of annual total expenditures that have a long-term benefit to WPD (similar
to capital projects for the U.S. regulated businesses that are generally included in rate base).
RCRA - Resource Conservation and Recovery Act of 1976.
Registrant(s) - refers to the Registrants named on the cover of this Report (each a "Registrant" and collectively, the "Registrants").
Regulation S-X - SEC regulation governing the form and content of and requirements for financial statements required to be filed pursuant to the federal
securities laws.
RFC - ReliabilityFirst Corporation, one of eight regional entities with delegated authority from NERC that work to safeguard the reliability of the bulk
power systems throughout North America.
RIIO - Ofgem's framework for setting U.K. regulated gas and electric utility price controls which stands for "Revenues = Incentive + Innovation +
Outputs." RIIO-1 refers to the first generation of price controls under the RIIO framework. RIIO-ED1 refers to the RIIO regulatory price control applicable
to the operators of U.K. electricity distribution networks, the duration of which is April 2015 through March 2023. RIIO-2 refers to the second generation
of price controls under the RIIO framework. RIIO-ED2 refers to the second generation of the RIIO regulatory price control applicable to the operators of
U.K. electricity distribution networks, which will begin in April 2023.
Riverstone - Riverstone Holdings LLC, a Delaware limited liability company and, as of December 6, 2016, ultimate parent company of the entities that
own the competitive power generation business contributed to Talen Energy.
RPI - retail price index, is a measure of inflation in the United Kingdom published monthly by the Office for National Statistics.
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Sarbanes-Oxley - Sarbanes-Oxley Act of 2002, which sets requirements for management's assessment of internal controls for financial reporting. It also
requires an independent auditor to make its own assessment.
SCRs - selective catalytic reduction, a pollution control process for the removal of nitrogen oxide from exhaust gas.
Scrubber - an air pollution control device that can remove particulates and/or gases (primarily sulfur dioxide) from exhaust gases.
SEC - the U.S. Securities and Exchange Commission, a U.S. government agency primarily responsible to protect investors and maintain the integrity of the
securities markets.
SERC - SERC Reliability Corporation, one of eight regional entities with delegated authority from NERC that work to safeguard the reliability of the bulk
power systems throughout North America.
Smart metering technology - technology that can measure, among other things, time of electricity consumption to permit offering rate incentives for
usage during lower cost or demand intervals. The use of this technology also has the potential to strengthen network reliability.
S&P - S&P Global Ratings, a credit rating agency.
Superfund - federal environmental statute that addresses remediation of contaminated sites; states also have similar statutes.
Talen Energy - Talen Energy Corporation, the Delaware corporation formed to be the publicly traded company and owner of the competitive generation
assets of PPL Energy Supply and certain affiliates of Riverstone, which as of December 6, 2016, became wholly owned by Riverstone.
Talen Energy Marketing - Talen Energy Marketing, LLC, the new name of PPL EnergyPlus subsequent to the spinoff of PPL Energy Supply.
TCJA - Tax Cuts and Jobs Act. Comprehensive U.S. federal tax legislation enacted on December 22, 2017.
Treasury Stock Method - a method applied to calculate diluted EPS that assumes any proceeds that could be obtained upon exercise of options and
warrants (and their equivalents) would be used to purchase common stock at the average market price during the relevant period.
VEBA - Voluntary Employee Beneficiary Association. A tax-exempt trust under the Internal Revenue Code Section 501(c)(9) used by employers to fund
and pay eligible medical, life and similar benefits.
VSCC - Virginia State Corporation Commission, the state agency that has jurisdiction over the regulation of Virginia corporations, including utilities.
v
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Forward-looking Information
Statements contained in this Form 10-Q concerning expectations, beliefs, plans, objectives, goals, strategies, future events or performance and underlying
assumptions and other statements that are other than statements of historical fact are "forward-looking statements" within the meaning of the federal
securities laws. Although the Registrants believe that the expectations and assumptions reflected in these statements are reasonable, there can be no
assurance that these expectations will prove to be correct. Forward-looking statements are subject to many risks and uncertainties, and actual results may
differ materially from the results discussed in forward-looking statements. In addition to the specific factors discussed in each Registrant's 2018 Form 10-K
and in "Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" in this Form 10-Q, the following are
among the important factors that could cause actual results to differ materially and adversely from the forward-looking statements:
• the outcome of rate cases or other cost recovery or revenue proceedings;
•

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

•

the direct or indirect effects on PPL or its subsidiaries or business systems of cyber-based intrusion or the threat of cyberattacks;

•

significant decreases in demand for electricity in the U.S.;

•

expansion of alternative and distributed sources of electricity generation and storage;

•

changes in foreign currency exchange rates for British pound sterling and the related impact on unrealized gains and losses on PPL's foreign currency
economic hedges;

•

the effectiveness of our risk management programs, including foreign currency and interest rate hedging;

•

non-achievement by WPD of performance targets set by Ofgem;

•

the effect of changes in RPI on WPD's revenues and index linked debt;

•

developments related to the U.K.'s plans to withdraw from the European Union and any actions in response thereto;

•

the amount of WPD's pension deficit funding recovered in revenues after March 31, 2021, following the triennial pension review that began in March
2019;

•

defaults by counterparties or suppliers for energy, capacity, coal, natural gas or key commodities, goods or services;

•

capital market conditions, including the availability of capital or credit, changes in interest rates and certain economic indices, and decisions regarding
capital structure;

•

a material decline in the market value of PPL's equity;

•

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

•

interest rates and their effect on pension and retiree medical liabilities, ARO liabilities and interest payable on certain debt securities;

•

volatility in or the impact of other changes in financial markets and economic conditions;

•

the potential impact of any unrecorded commitments and liabilities of the Registrants and their subsidiaries;

•

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

•

changes in the corporate credit ratings or securities analyst rankings of the Registrants and their securities;

•

any requirement to record impairment charges pursuant to GAAP with respect to any of our significant investments;

•

laws or regulations to reduce emissions of GHGs or the physical effects of climate change;

•

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

•

weather and other conditions affecting generation, transmission and distribution operations, operating costs and customer energy use;

•

catastrophic events such as fires, earthquakes, explosions, floods, tornadoes, hurricanes and other storms, droughts, pandemic health events or other
similar occurrences;

•

war, armed conflicts, terrorist attacks, or similar disruptive events;

•

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

•

receipt of necessary governmental permits and approvals;

•

new state, federal or foreign legislation or regulatory developments;

•

the impact of any state, federal or foreign investigations applicable to the Registrants and their subsidiaries and the energy industry;

•

our ability to attract and retain qualified employees;

•

the effect of any business or industry restructuring;

•

development of new projects, markets and technologies;

•

performance of new ventures;

•

business dispositions or acquisitions and our ability to realize expected benefits from such business transactions;
1
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•

collective labor bargaining negotiations; and

•

the outcome of litigation against the Registrants and their subsidiaries.

Any forward-looking statements should be considered in light of such important factors and in conjunction with other documents of the Registrants on file
with the SEC.
New factors that could cause actual results to differ materially from those described in forward-looking statements emerge from time to time, and it is not
possible for the Registrants to predict all such factors, or the extent to which any such factor or combination of factors may cause actual results to differ
from those expressed in any forward-looking statement. Any forward-looking statement speaks only as of the date on which such statement is made, and the
Registrants undertake no obligation to update the information contained in such statement to reflect subsequent developments or information.
2
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PART I. FINANCIAL INFORMATION
ITEM 1. Financial Statements
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, except share data)

Three Months Ended
September 30,
2019
Operating Revenues

$

Nine Months Ended
September 30,

2018

1,933

$

2019

1,872

$

2018

5,815

$

5,846

Operating Expenses
Operation
Fuel

194

206

556

Energy purchases

150

149

538

538

Other operation and maintenance

480

479

1,452

1,453
817

Depreciation

609

306

275

890

Taxes, other than income

77

77

232

234

Total Operating Expenses

1,207

1,186

3,668

3,651

Operating Income

726

686

2,147

2,195

Other Income (Expense) - net

126

106

309

297

Interest Expense

259

244

746

718

Income Before Income Taxes

593

548

1,710

1,774

Income Taxes

118

103

328

362

$

475

$

445

$

1,382

$

1,412

Basic

$

0.66

$

0.63

$

1.91

$

2.02

Diluted

$

0.65

$

0.62

$

1.89

$

2.01

Net Income
Earnings Per Share of Common Stock:
Net Income Available to PPL Common Shareowners:

Weighted-Average Shares of Common Stock Outstanding
(in thousands)
Basic

722,259

703,730

721,693

699,117

Diluted

731,151

710,517

730,677

702,305

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended
September 30,
2019
Net income

$

Nine Months Ended
September 30,

2018
475

$

2019
445

$

2018

1,382

$

1,412

Other comprehensive income (loss):
Amounts arising during the period - gains (losses), net of tax (expense) benefit:
Foreign currency translation adjustments, net of tax of $0, $0, $0, ($2)

(285)

(187)

(368)

(321)

16

22

32

21

Prior service costs, net of tax of $0, $0, $0, $0

—

—

—

(1)

Net actuarial gain (loss), net of tax of $2, $3, $4, $3

(5)

(8)

(10)

(9)

(22)

(14)

(25)

(21)

Prior service costs, net of tax of ($1), ($1), ($1), ($1)

—

—

1

1

Net actuarial (gain) loss, net of tax of ($5), ($8), ($16), ($26)

20

34

62

104

(276)

(153)

(308)

(226)

Qualifying derivatives, net of tax of ($3), ($5), ($7), ($5)
Defined benefit plans:

Reclassifications from AOCI - (gains) losses, net of tax expense (benefit):
Qualifying derivatives, net of tax of $3, $3, $3, $4
Defined benefit plans:

Total other comprehensive income (loss)
$

Comprehensive income

199

$

292

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)
Nine Months Ended September 30,
2019

2018

Cash Flows from Operating Activities
Net income

$

1,382

$

1,412

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

890

817

60
(198)

56
(146)

Deferred income taxes and investment tax credits
Unrealized gains on derivatives, and other hedging activities

257
(18)

255
(129)

Stock-based compensation expense
Other

24
(15)

21
(12)

57
(116)

38
(55)

Amortization
Defined benefit plans - income

Change in current assets and current liabilities
Accounts receivable
Accounts payable
Unbilled revenues

58

129

Fuel, materials and supplies
Prepayments

9
(53)

25
(38)

Regulatory assets and liabilities, net

(62)

39

74
(94)
(6)

48
(36)
(1)

(281)

(284)

—
(24)

65
(38)

Accrued interest
Other current liabilities
Other
Other operating activities
Defined benefit plans - funding
Proceeds from transfer of excess benefit plan funds
Other assets
Other liabilities

(56)

Net cash provided by operating activities
Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Purchase of investments
Proceeds from the sale of investments
Other investing activities
Net cash used in investing activities

44

1,888

2,210

(2,197)
(55)

(2,344)
(65)

63
(5)

3
(60)

(2,194)

(2,466)

1,465
(200)

602
(277)

49
(893)

678
(846)

(34)
(24)

481
(20)

363

618

Cash Flows from Financing Activities
Issuance of long-term debt
Retirement of long-term debt
Issuance of common stock
Payment of common stock dividends
Net increase (decrease) in short-term debt
Other financing activities
Net cash provided by financing activities
Effect of Exchange Rates on Cash, Cash Equivalents and Restricted Cash

(10)

Net Increase (Decrease) in Cash, Cash Equivalents and Restricted Cash

(9)

47

Cash, Cash Equivalents and Restricted Cash at Beginning of Period

353

643

511

$

690

$

864

Accrued expenditures for property, plant and equipment at September 30,

$

363

$

311

Accrued expenditures for intangible assets at September 30,

$

67

$

70

Cash, Cash Equivalents and Restricted Cash at End of Period
Supplemental Disclosures of Cash Flow Information
Significant non-cash transactions:

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

September 30,
2019

December 31,
2018

Assets
Current Assets
Cash and cash equivalents

$

670

$

621

Accounts receivable (less reserve: 2019, $60; 2018, $56)
Customer

625

663

Other

112

107

Unbilled revenues

430

496

Fuel, materials and supplies

295

303

Prepayments

115

70

Price risk management assets

209

109

Other current assets

78

63

Total Current Assets

2,534

2,432

40,734

39,734

7,732

7,310

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

33,002

32,424

Non-regulated property, plant and equipment

Regulated utility plant, net

331

355

Less: accumulated depreciation - non-regulated property, plant and equipment

105

101

Non-regulated property, plant and equipment, net

226

254

1,880

1,780

35,108

34,458

Regulatory assets

1,658

1,673

Goodwill

Construction work in progress
Property, Plant and Equipment, net
Other Noncurrent Assets

3,050

3,162

Other intangibles

709

716

Pension benefit asset

955

535

Price risk management assets

210

228

Other noncurrent assets

335

192

6,917

6,506

Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

September 30,
2019

December 31,
2018

Liabilities and Equity
Current Liabilities
Short-term debt

$

Long-term debt due within one year
Accounts payable
Taxes

1,387

$

1,430

—

530

846

989

94

110

Interest

346

278

Dividends

298

296

Customer deposits

262

257

79

122

528

551

3,840

4,563

21,547

20,069

Deferred income taxes

3,076

2,796

Investment tax credits

124

126

Accrued pension obligations

719

771

Asset retirement obligations

193

264

2,675

2,714

483

436

7,270

7,107

Regulatory liabilities
Other current liabilities
Total Current Liabilities
Long-term Debt
Deferred Credits and Other Noncurrent Liabilities

Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities
Commitments and Contingent Liabilities (Notes 7 and 11)
Equity
Common stock - $0.01 par value (a)
Additional paid-in capital
Earnings reinvested

7
11,021

5,080

4,593

Accumulated other comprehensive loss

(4,272)

(3,964)

Total Equity

11,902

11,657

$

Total Liabilities and Equity
(a)

7
11,087

1,560,000 shares authorized; 722,307 and 720,323 shares issued and outstanding at September 30, 2019 and December 31, 2018.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding (a)

June 30, 2019

721,840

Common stock issued

Additional
paid-in
capital

Common
stock

$

7

$

467

Accumulated
other
comprehensive
loss

Earnings
reinvested

11,069

$

4,903

$

(3,996)

Total

$

14

Stock-based compensation

11,983
14

4

4

Net income

475

Dividends and dividend equivalents (b)

475

(298)

(298)

Other comprehensive income (loss)

(276)

(276)

September 30, 2019

722,307

$

7

$

11,087

$

5,080

$

(4,272)

$

11,902

December 31, 2018

720,323

$

7

$

11,021

$

4,593

$

(3,964)

$

11,657

Common stock issued

1,984

61

Stock-based compensation

61

5

5

Net income

1,382

Dividends and dividend equivalents (b)

1,382

(895)

(895)

Other comprehensive income (loss)

(308)

(308)

September 30, 2019

722,307

$

7

$

11,087

$

5,080

$

(4,272)

$

11,902

June 30, 2018

699,128

$

7

$

10,462

$

4,266

$

(3,495)

$

11,240

Common stock issued

20,574

536

Stock-based compensation

536

3

3

Net income

445

Dividends and dividend equivalents (b)

445

(288)

(288)

Other comprehensive income (loss)

(153)

(153)

September 30, 2018

719,702

$

7

$

11,001

$

4,423

$

(3,648)

$

11,783

December 31, 2017

693,398

$

7

$

10,305

$

3,871

$

(3,422)

$

10,761

Common stock issued

26,304

699

Stock-based compensation

699

(3)

(3)

Net income

1,412

Dividends and dividend equivalents (b)

1,412

(860)

(860)

Other comprehensive income (loss)
September 30, 2018

(226)
719,702

$

7

$

11,001

$

4,423

$

(3,648)

(226)
$

11,783

(a)

Shares in thousands. Each share entitles the holder to one vote on any question presented at any shareowners' meeting.

(b)

Dividends declared per share of common stock were $0.4125 and $1.2375 for the three and nine months ended September 30, 2019 and $0.4100 and $1.23 for the three and nine months
ended September 30, 2018.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended
September 30,
2019
Operating Revenues

$

Nine Months Ended
September 30,

2018
590

$

2019
548

$

2018

1,756

$

1,704

Operating Expenses
Operation
Energy purchases

132

127

413

403

Other operation and maintenance

137

127

417

419

Depreciation

99

89

290

262

Taxes, other than income

29

27

84

81

Total Operating Expenses

397

370

1,204

1,165

193

178

552

539

Other Income (Expense) - net

7

5

18

18

Interest Income from Affiliate

1

4

3

5

43

41

126

117

158

146

447

445

40

35

114

111

Operating Income

Interest Expense
Income Before Income Taxes
Income Taxes
$

Net Income (a)
(a)

118

$

111

Net income equals comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Nine Months Ended
September 30,
2019

2018

Cash Flows from Operating Activities
Net income

$

333

$

334

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

290

262

Amortization

18

17

Defined benefit plans - expense

—

2

Deferred income taxes and investment tax credits

70

77

(14)

(13)

34

22

Accounts payable

(46)

(46)

Unbilled revenues

28

45

Prepayments

(36)

(25)

Regulatory assets and liabilities, net

(42)

(25)

(4)

(1)

(20)

12

(21)

(28)

11

(37)

Other
Change in current assets and current liabilities
Accounts receivable

Taxes payable
Other
Other operating activities
Defined benefit plans - funding
Other assets
Other liabilities
Net cash provided by operating activities

8

54

609

650

(815)

(835)

Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Expenditures for intangible assets
Net increase in notes receivable from affiliate
Other investing activities

(4)

—

(546)

—

4

Net cash used in investing activities

(2)

(1,361)

(837)

Cash Flows from Financing Activities
Issuance of long-term debt

393

398

Contributions from parent

400

429

(276)

(271)

Payment of common stock dividends to parent
Other financing activities

(5)

Net cash provided by financing activities
Net Increase (Decrease) in Cash, Cash Equivalents and Restricted Cash
Cash, Cash Equivalents and Restricted Cash at Beginning of Period

(4)

512

552

(240)

365

269

Cash, Cash Equivalents and Restricted Cash at End of Period

51

$

29

$

416

$

168

$

171

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at September 30,
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

September 30,
2019

December 31,
2018

Assets
Current Assets
Cash and cash equivalents

$

27

$

267

Accounts receivable (less reserve: 2019, $27; 2018, $27)
Customer
Other
Accounts receivable from affiliates

253

264

26

38

11

11

546

—

Unbilled revenues

92

120

Materials and supplies

32

25

Prepayments

34

5

Regulatory assets

22

11

Notes receivable from affiliate

Other current assets

10

9

Total Current Assets

1,053

750

12,261

11,637

3,031

2,856

9,230

8,781

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

669

586

9,899

9,367

Regulatory assets

807

824

Intangibles

262

260

50

42

1,119

1,126

Property, Plant and Equipment, net
Other Noncurrent Assets

Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

September 30,
2019

December 31,
2018

Liabilities and Equity
Current Liabilities
Accounts payable

$

Accounts payable to affiliates
Taxes

379

$

418

28

25

8

12

Interest

43

37

Regulatory liabilities

48

74

Other current liabilities

86

101

Total Current Liabilities

592

667

4,085

3,694

Long-term Debt
Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes

1,414

1,320

Accrued pension obligations

254

282

Regulatory liabilities

654

675

Other deferred credits and noncurrent liabilities

154

144

2,476

2,421

Total Deferred Credits and Other Noncurrent Liabilities
Commitments and Contingent Liabilities (Notes 7 and 11)
Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
$

Total Liabilities and Equity
(a)

170,000 shares authorized; 66,368 shares issued and outstanding at September 30, 2019 and December 31, 2018.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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996

939

4,918

4,461

12,071

$

11,243

Table of Contents

CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding
(a)
June 30, 2019

66,368

Additional
paid-in
capital

Common
stock
$

364

$

Earnings
reinvested

3,158

$

Net income

939

Total
$

118

Capital contributions from parent

118

400

400

Dividends declared on common stock

(61)

September 30, 2019

66,368

$

364

$

3,558

$

December 31, 2018

66,368

$

364

$

3,158

$

Net income
Capital contributions from parent

4,461

(61)

996

$

4,918

939

$

4,461

333

333

(276)

(276)

400

400

Dividends declared on common stock
September 30, 2019

66,368

$

364

$

3,558

$

996

$

4,918

June 30, 2018

66,368

$

364

$

3,154

$

900

$

4,418

Net income
Capital contributions from parent

111

111

(49)

(49)

4

4

Dividends declared on common stock
September 30, 2018

66,368

$

364

$

3,158

$

962

$

4,484

December 31, 2017

66,368

$

364

$

2,729

$

899

$

3,992

Net income

334

Capital contributions from parent

429

Dividends declared on common stock

(271)
66,368

September 30, 2018
(a)

334

429
$

364

$

3,158

$

Shares in thousands. All common shares of PPL Electric stock are owned by PPL.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended
September 30,
2019
Operating Revenues

$

Nine Months Ended
September 30,

2018
844

$

2019
802

$

2018

2,421

$

2,417

Operating Expenses
Operation
Fuel

194

206

556

609

19

22

125

135

205

216

627

632

144

119

402

354

Taxes, other than income

19

18

55

53

Total Operating Expenses

581

581

1,765

1,783

263

221

656

634

2

—

2

57

52

169

154

Interest Expense with Affiliate

7

7

23

18

Income Before Income Taxes

201

162

466

460

43

32

78

102

Energy purchases
Other operation and maintenance
Depreciation

Operating Income
Other Income (Expense) - net
Interest Expense

Income Taxes
$

Net Income (a)
(a)

158

$

130

Net income approximates comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Nine Months Ended
September 30,
2019

2018

Cash Flows from Operating Activities
Net income

$

388

$

358

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

402

Amortization

20

13

9

12

Deferred income taxes and investment tax credits

78

71

Other

(2)

(2)

13

8

(34)

4

Defined benefit plans - expense

354

Change in current assets and current liabilities
Accounts receivable
Accounts payable
Accounts payable to affiliates

6

7

Unbilled revenues

5

54

Fuel, materials and supplies

16

17

(19)

62

Taxes payable

(7)

(11)

Accrued interest

57

41

(31)

(36)

Defined benefit plans - funding

(34)

(126)

Expenditures for asset retirement obligations

(67)

(46)

Other assets

(4)

(1)

Other liabilities

17

8

813

787

(761)

(826)

Regulatory assets and liabilities, net

Other
Other operating activities

Net cash provided by operating activities
Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Other investing activities

—

Net cash used in investing activities

1

(761)

(825)

Net increase (decrease) in notes payable with affiliate

16

(145)

Issuance of long-term debt with affiliate

—

250

Cash Flows from Financing Activities

Issuance of long-term debt
Retirement of long-term debt
Acquisition of outstanding bonds
Remarketing of reacquired bonds

705

118

(200)

(27)

(40)

—

40

—

Net increase (decrease) in short-term debt

(413)

60

Distributions to member

(206)

(217)

Contributions from member

63

—

Other financing activities

(11)

(2)

(46)

37

Net cash provided by (used in) financing activities
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period

6

(1)

24

30

$

30

$

29

$

107

$

108

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at September 30,

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

September 30,
2019

December 31,
2018

Assets
Current Assets
Cash and cash equivalents

$

30

$

24

Accounts receivable (less reserve: 2019, $28; 2018, $27)
Customer

233

239

72

63

Unbilled revenues

164

169

Fuel, materials and supplies

233

248

31

25

Other

Prepayments
Regulatory assets
Total Current Assets

27

25

790

793

14,175

13,721

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

2,294

2,125

11,881

11,596

1,033

1,018

12,914

12,614

Regulatory assets

851

849

Goodwill

996

996

72

78

Property, Plant and Equipment, net
Other Noncurrent Assets

Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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2,005
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CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

September 30,
2019

December 31,
2018

Liabilities and Equity
Current Liabilities
Short-term debt

$

Long-term debt due within one year

101

$

—

514
530

Notes payable with affiliates

129

113

Accounts payable

304

366

Accounts payable to affiliates

15

9

Customer deposits

62

61

Taxes

56

63

Price risk management liabilities

5

4

Regulatory liabilities

31

48

Interest

89

32

Asset retirement obligations

92

82

131

126

1,015

1,948

5,351

4,322

Other current liabilities
Total Current Liabilities
Long-term Debt
Long-term debt
Long-term debt to affiliate

650

650

6,001

4,972

Deferred income taxes

1,060

956

Investment tax credits

124

126

20

16

Accrued pension obligations

262

282

Asset retirement obligations

147

214

2,021

2,039

Total Long-term Debt
Deferred Credits and Other Noncurrent Liabilities

Price risk management liabilities

Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

152

136

3,786

3,769

4,966

4,723

Commitments and Contingent Liabilities (Notes 7 and 11)
Member's Equity
Total Liabilities and Equity

$
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Member's
Equity
June 30, 2019

$

4,877

Net income

158

Distributions to member

(69)

September 30, 2019

$

4,966

December 31, 2018

$

4,723

Net income

388

Contributions from member

63

Distributions to member

(206)

Other comprehensive income (loss)

(2)

September 30, 2019

$

4,966

June 30, 2018

$

4,632

Net income

130

Distributions to member

(56)

Other comprehensive income

2

September 30, 2018

$

4,708

December 31, 2017

$

4,563

Net income

358

Distributions to member

(217)

Other comprehensive income

4
$

September 30, 2018
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF INCOME
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars)

Three Months Ended
September 30,

Nine Months Ended
September 30,

2019

2019

2018

2018

Operating Revenues
Retail and wholesale

$

Electric revenue from affiliate

380

$

357

$

1,105

$

1,095

2

5

21

21

382

362

1,126

1,116

Fuel

79

83

226

234

Energy purchases

14

17

110

121

Total Operating Revenues
Operating Expenses
Operation

Energy purchases from affiliate
Other operation and maintenance
Depreciation

2

2

6

10

92

95

282

277

61

49

168

146

Taxes, other than income

10

9

29

27

Total Operating Expenses

258

255

821

815

124

107

305

301

Operating Income
Other Income (Expense) - net

—

(3)

(1)

(5)

Interest Expense

22

20

65

57

102

84

239

239

22

18

51

51

Income Before Income Taxes
Income Taxes
$

Net Income (a)
(a)

80

$

66

Net income equals comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF CASH FLOWS
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars)

Nine Months Ended
September 30,
2019

2018

Cash Flows from Operating Activities
Net income

$

188

$

188

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

168

146

Amortization

13

10

Deferred income taxes and investment tax credits

45

46

2

2

13

14

9

2

(10)

14

Other
Change in current assets and current liabilities
Accounts receivable
Accounts receivable from affiliates
Accounts payable
Accounts payable to affiliates
Unbilled revenues
Fuel, materials and supplies

Regulatory assets and liabilities, net
Accrued interest
Other

(5)

(2)

4

30

7

9

(5)

24

22

13

(15)

(10)

Other operating activities
Defined benefit plans - funding
Expenditures for asset retirement obligations
Other assets
Other liabilities

(6)

(59)

(22)

(17)

(1)

—

10

—

417

410

Expenditures for property, plant and equipment

(323)

(420)

Net cash used in investing activities

(323)

(420)

Net cash provided by operating activities
Cash Flows from Investing Activities

Cash Flows from Financing Activities
Issuance of long-term debt

399

100

(200)

—

Acquisition of outstanding bonds

(40)

—

Remarketing of reacquired bonds

40

—

Retirement of long-term debt

Net decrease in short-term debt

(180)

(23)

Payment of common stock dividends to parent

(130)

(113)

25

43

(6)

(1)

(92)

6

Contributions from parent
Other financing activities
Net cash provided by (used in) financing activities
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period

2

(4)

10

15

$

12

$

11

$

53

$

51

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at September 30,
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED BALANCE SHEETS
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars, shares in thousands)

September 30,
2019

December 31,
2018

Assets
Current Assets
Cash and cash equivalents

$

12

$

10

Accounts receivable (less reserve: 2019, $1; 2018, $1)
Customer

102

110

42

30

Unbilled revenues

73

77

Accounts receivable from affiliates

15

24

120

127

Prepayments

15

12

Regulatory assets

21

21

400

411

6,052

5,816

823

741

Regulated utility plant, net

5,229

5,075

Construction work in progress

497

514

5,726

5,589

Regulatory assets

425

431

Goodwill

389

389

Other intangibles

43

47

Other noncurrent assets

44

16

901

883

Other

Fuel, materials and supplies

Total Current Assets
Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

Property, Plant and Equipment, net
Other Noncurrent Assets

Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED BALANCE SHEETS
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars, shares in thousands)

September 30,
2019

December 31,
2018

Liabilities and Equity
Current Liabilities
Short-term debt

$

Long-term debt due within one year
Accounts payable

99

$

279

—

434

169

172

Accounts payable to affiliates

21

26

Customer deposits

30

29

Taxes

29

26

5

4

Regulatory liabilities

12

17

Interest

33

11

Asset retirement obligations

29

23

Price risk management liabilities

Other current liabilities

39

39

Total Current Liabilities

466

1,060

2,004

1,375

Deferred income taxes

683

628

Investment tax credits

34

34

Price risk management liabilities

20

16

Long-term Debt
Deferred Credits and Other Noncurrent Liabilities

Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

54

80

903

915

93

88

1,787

1,761

424

424

1,820

1,795

Commitments and Contingent Liabilities (Notes 7 and 11)
Stockholder's Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
Total Liabilities and Equity
(a)

$

75,000 shares authorized; 21,294 shares issued and outstanding at September 30, 2019 and December 31, 2018.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF EQUITY
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding
(a)

June 30, 2019

21,294

Additional
paid-in
capital

Common
stock

$

424

$

1,820

Earnings
reinvested

$

Net income
Cash dividends declared on common stock
September 30, 2019

21,294

$

424

$

1,820

$

December 31, 2018

21,294

$

424

$

1,795

$

Net income
Capital contributions from parent

505

Total

$

2,749

80

80

(59)

(59)

526

$

2,770

468

$

2,687

188

188

(130)

(130)

25

25

Cash dividends declared on common stock
September 30, 2019

21,294

$

424

$

1,820

$

526

$

2,770

June 30, 2018

21,294

$

424

$

1,755

$

432

$

2,611

Net income
Cash dividends declared on common stock

66

66

(32)

(32)

September 30, 2018

21,294

$

424

$

1,755

$

466

$

2,645

December 31, 2017

21,294

$

424

$

1,712

$

391

$

2,527

Net income

188

Capital contributions from parent

43

Cash dividends declared on common stock

(113)
21,294

September 30, 2018
(a)

188

43
$

424

$

1,755

$

Shares in thousands. All common shares of LG&E stock are owned by LKE.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF INCOME
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Three Months Ended
September 30,

Nine Months Ended
September 30,

2019

2019

2018

2018

Operating Revenues
Retail and wholesale

$

Electric revenue from affiliate
Total Operating Revenues

464

$

445

$

1,316

$

1,322

2

2

6

10

466

447

1,322

1,332

115

123

330

375

5

5

15

14

Operating Expenses
Operation
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation

5

21

21

114

320

331

83

70

233

208

Taxes, other than income

9

9

26

26

Total Operating Expenses

321

326

945

975

145

121

377

357

4

1

4

1

28

24

82

74

121

98

299

284

26

21

62

59

Operating Income
Other Income (Expense) - net
Interest Expense
Income Before Income Taxes
Income Taxes
$

Net Income (a)
(a)

2
107

95

$

77

Net income equals comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF CASH FLOWS
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Nine Months Ended
September 30,
2019

2018

Cash Flows from Operating Activities
Net income

$

237

$

225

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

233

Amortization

208

7

2

Deferred income taxes and investment tax credits

44

37

Other

(3)

(2)

Accounts payable

(16)

(2)

Accounts payable to affiliates

(14)

(8)

Unbilled revenues

1

24

Fuel, materials and supplies

9

8

(14)

38

Change in current assets and current liabilities

Regulatory assets and liabilities, net

5

11

Accrued interest

Taxes payable

28

21

Other

(6)

(2)

(3)

(53)

Other operating activities
Defined benefit plans - funding
Expenditures for asset retirement obligations

(45)

(29)

Other assets

(2)

(1)

Other liabilities

10

8

471

485

(436)

(405)

Net cash provided by operating activities
Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Other investing activities

—

Net cash used in investing activities

1

(436)

(404)

Cash Flows from Financing Activities
Issuance of long-term debt
Retirement of long-term debt

306

18

—

(27)

Net increase (decrease) in short-term debt

(233)

83

Payment of common stock dividends to parent

(167)

(196)

Contributions from parent

68

45

Other financing activities

(5)

(1)

(31)

(78)

Net cash used in financing activities
Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period

4

3

14

15

$

18

$

18

$

54

$

57

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at September 30,
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED BALANCE SHEETS
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars, shares in thousands)

September 30,
2019

December 31,
2018

Assets
Current Assets
Cash and cash equivalents

$

18

$

14

Accounts receivable (less reserve: 2019, $2; 2018, $2)
Customer
Other
Unbilled revenues
Fuel, materials and supplies
Prepayments
Regulatory assets

131

129

27

34

91

92

113

121

16

11

6

4

402

405

Regulated utility plant

8,111

7,895

Less: accumulated depreciation - regulated utility plant

1,468

1,382

6,643

6,513

Total Current Assets
Property, Plant and Equipment

Regulated utility plant, net
Construction work in progress

535

503

7,178

7,016

Regulatory assets

426

418

Goodwill

607

607

29

31

Property, Plant and Equipment, net
Other Noncurrent Assets

Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED BALANCE SHEETS
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars, shares in thousands)

September 30,
2019

December 31,
2018

Liabilities and Equity
Current Liabilities
Short-term debt

$

Long-term debt due within one year
Accounts payable

2

$

235

—

96

120

171

Accounts payable to affiliates

40

53

Customer deposits

32

32

Taxes

29

24

Regulatory liabilities

19

31

Interest

44

16

Asset retirement obligations

63

59

Other current liabilities

47

35

Total Current Liabilities

396

752

2,623

2,225

Deferred income taxes

795

735

Investment tax credits

90

92

Asset retirement obligations

93

134

1,118

1,124

Long-term Debt
Deferred Credits and Other Noncurrent Liabilities

Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

47

36

2,143

2,121

308

308

2,729

2,661

543

473

3,580

3,442

Commitments and Contingent Liabilities (Notes 7 and 11)
Stockholder's Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
Total Liabilities and Equity
(a)

$

80,000 shares authorized; 37,818 shares issued and outstanding at September 30, 2019 and December 31, 2018.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF EQUITY
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding
(a)

June 30, 2019

37,818

Additional
paid-in
capital

Common
stock

$

308

$

2,729

Earnings
reinvested

$

Net income
Cash dividends declared on common stock
September 30, 2019

37,818

$

308

$

2,729

$

December 31, 2018

37,818

$

308

$

2,661

$

Net income
Capital contributions from parent

524

Total

$

3,561

95

95

(76)

(76)

543

$

3,580

473

$

3,442

237

237

(167)

(167)

68

68

Cash dividends declared on common stock
September 30, 2019

37,818

$

308

$

2,729

$

543

$

3,580

June 30, 2018

37,818

$

308

$

2,661

$

445

$

3,414

Net income
Cash dividends declared on common stock

77

77

(60)

(60)

September 30, 2018

37,818

$

308

$

2,661

$

462

$

3,431

December 31, 2017

37,818

$

308

$

2,616

$

433

$

3,357

Net income

225

Capital contributions from parent

45

Cash dividends declared on common stock

(196)
37,818

September 30, 2018
(a)

225

45
$

308

$

2,661

$

Shares in thousands. All common shares of KU stock are owned by LKE.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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Combined Notes to Condensed Financial Statements (Unaudited)
Index to Combined Notes to Condensed Financial Statements
The notes to the condensed financial statements that follow are a combined presentation. The following list indicates the Registrants to which the notes
apply:
Registrant
PPL

PPL Electric

LKE

LG&E

KU

x
x
x
x
x
x
x
x
x
x
x

x
x
x
x

x
x
x
x

x
x
x
x

x
x
x
x

x
x
x
x
x
x
x
x
x
x

x
x
x
x
x
x
x

x
x
x
x
x
x
x

x
x
x
x
x
x
x

x
x
x

x
x
x

x
x
x

x

x

x

x

1. Interim Financial Statements
2. Summary of Significant Accounting Policies
3. Segment and Related Information
4. Revenue from Contracts with Customers
5. Earnings Per Share
6. Income Taxes
7. Utility Rate Regulation
8. Financing Activities
9. Leases
10. Defined Benefits
11. Commitments and Contingencies
12. Related Party Transactions
13. Other Income (Expense) - net
14. Fair Value Measurements
15. Derivative Instruments and Hedging Activities
16. Asset Retirement Obligations
17. Accumulated Other Comprehensive Income (Loss)
18. New Accounting Guidance Pending Adoption

x
x
x
x
x
x

1. Interim Financial Statements
(All Registrants)
Capitalized terms and abbreviations appearing in the unaudited combined notes to condensed financial statements are defined in the glossary. Dollars are in
millions, except per share data, unless otherwise noted. The specific Registrant to which disclosures are applicable is identified in parenthetical headings in
italics above the applicable disclosure or within the applicable disclosure for each Registrants' related activities and disclosures. Within combined
disclosures, amounts are disclosed for any Registrant when significant.
The accompanying unaudited condensed financial statements have been prepared in accordance with GAAP for interim financial information and with the
instructions to Form 10-Q and Article 10 of Regulation S-X and, therefore, do not include all of the information and footnote disclosures required by GAAP
for complete financial statements. In the opinion of management, all adjustments considered necessary for a fair presentation in accordance with GAAP are
reflected in the condensed financial statements. All adjustments are of a normal recurring nature, except as otherwise disclosed. Each Registrant's Balance
Sheet at December 31, 2018 is derived from that Registrant's 2018 audited Balance Sheet. The financial statements and notes thereto should be read in
conjunction with the financial statements and notes contained in each Registrant's 2018 Form 10-K. The results of operations for the three and nine months
ended September 30, 2019 are not necessarily indicative of the results to be expected for the full year ending December 31, 2019 or other future periods,
because results for interim periods can be disproportionately influenced by various factors, developments and seasonal variations.
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2. Summary of Significant Accounting Policies
(All Registrants)
The following accounting policy disclosures represent updates to Note 1 in each Registrant's 2018 Form 10-K and should be read in conjunction with those
disclosures.
Restricted Cash and Cash Equivalents (PPL and PPL Electric)
Reconciliation of Cash, Cash Equivalents and Restricted Cash
The following provides a reconciliation of Cash, Cash Equivalents and Restricted Cash reported within the Balance Sheets that sum to the total of the same
amounts shown on the Statements of Cash Flows:
PPL
September 30,
2019
Cash and cash equivalents

$

Restricted cash - current (a)
Restricted cash - noncurrent (a)
$

Total Cash, Cash Equivalents and Restricted Cash
(a)

PPL Electric
December 31,
2018

670

$

September 30,
2019

621

$

December 31,
2018

27

$

267

3

3

2

2

17

19

—

—

690

$

643

$

29

$

269

Bank deposits and other cash equivalents that are restricted by agreement or that have been clearly designated for a specific purpose are classified as restricted cash. On the Balance Sheets,
the current portion of restricted cash is included in "Other current assets," while the noncurrent portion is included in "Other noncurrent assets."

New Accounting Guidance Adopted
(All Registrants)
Accounting for Leases
Effective January 1, 2019, the Registrants adopted accounting guidance that requires lessees to recognize a right-of-use asset and lease liability for leases,
unless determined to meet the definition of a short-term lease. For income statement purposes, the FASB retained a dual model for lessees, requiring leases
to be classified as either operating or finance. Operating leases result in straight-line expense recognition. Currently, all Registrant leases are operating
leases.
Lessor accounting under the new guidance is similar to the current model, but updated to align with certain changes to the lessee model and current revenue
recognition guidance. Lessors classify leases as operating, direct financing, or sales-type.
In adopting this new guidance, the Registrants elected to use the following practical expedients:
• The Registrants did not re-assess the lease classifications or initial direct costs of existing leases. The Registrants also did not re-assess existing
contracts for leases or lease classification.
•

The Registrants did not evaluate land easements that were not previously accounted for as leases under the new guidance. New land easements are
evaluated under the new guidance beginning January 1, 2019.

See Note 9 for the required disclosures resulting from the adoption of the new guidance.
(PPL, LKE, LG&E & KU)
The following table shows the amounts recorded on the Balance Sheets as of January 1, 2019 as a result of the adoption of the new lease guidance using a
modified retrospective transition method with transition applied as of the beginning of the period of adoption:
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PPL
Right-of-Use Asset (a)

$

LKE
81

$

LG&E
56

$

KU
23

$

31

Lease Liability- Current (b)

23

18

9

9

Lease Liability- Noncurrent (c)

67

46

18

26

(a)

Right-of-Use Assets are recorded in "Other noncurrent assets" on the Balance Sheets.

(b)

Current lease liabilities are recorded in "Other current liabilities" on the Balance Sheets.

(c)

Noncurrent lease liabilities are recorded in "Other deferred credits and noncurrent liabilities" on the Balance Sheets.

(All Registrants)
Improvements to Accounting for Hedging Activities
Effective January 1, 2019, the Registrants adopted accounting guidance, using a modified retrospective approach, which reduces complexity when applying
hedge accounting as well as improves the transparency of an entity's risk management activities. This guidance eliminates the separate measurement and
reporting of hedge ineffectiveness for cash flow and net investment hedges and provides for the ability to perform subsequent qualitative effectiveness
assessments. The guidance also allows entities to apply the short-cut method to partial-term fair value hedges of interest rate risk as well as expands the
ability to apply the critical terms match method to cash flow hedges of groups of forecasted transactions.
See Note 15 for the additional disclosures of the income statement impacts of hedging activities required from the adoption of this guidance. Disclosures
related to ineffectiveness are no longer required. Other impacts of adopting this guidance were not material.
3. Segment and Related Information
(PPL)
See Note 2 in PPL's 2018 Form 10-K for a discussion of reportable segments and related information.
Income Statement data for the segments and reconciliation to PPL's consolidated results for the periods ended September 30 are as follows:
Three Months
2019

Nine Months
2018

2019

2018

Operating Revenues from external customers
U.K. Regulated

$

491

$

517

$

1,615

$

1,716

Kentucky Regulated

844

802

2,421

2,417

Pennsylvania Regulated

590

548

1,756

1,704

8

5

23

Corporate and Other
Total

9

$

1,933

$

1,872

$

5,815

$

5,846

$

236

$

245

$

784

$

836

Net Income
U.K. Regulated (a)
Kentucky Regulated

150

122

364

332

Pennsylvania Regulated
Corporate and Other

118
(29)

112
(34)

333
(99)

335
(91)

$

Total
(a)

475

$

445

$

Includes unrealized gains and losses from hedging foreign currency economic activity. See Note 15 for additional information.

The following provides Balance Sheet data for the segments and reconciliation to PPL's consolidated Balance Sheets as of:
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September 30,
2019

December 31,
2018

Assets
U.K. Regulated (a) (b)

$

17,128

$

16,700

Kentucky Regulated

15,434

15,078

Pennsylvania Regulated

12,116

11,257

Corporate and Other (c)

(119)
$

Total

44,559

361
$

43,396

(a)

Includes $12.3 billion and $12.4 billion of net PP&E as of September 30, 2019 and December 31, 2018. WPD is not subject to accounting for the effects of certain types of regulation as
prescribed by GAAP.

(b)

Includes $2.3 billion and $2.4 billion of goodwill as of September 30, 2019 and December 31, 2018. The change is due to the effect of foreign currency exchange rates.

(c)

Primarily consists of unallocated items, including cash, PP&E, goodwill, the elimination of inter-segment transactions as well as the assets of Safari Energy.

(PPL Electric, LKE, LG&E and KU)
PPL Electric has two operating segments, distribution and transmission, which are aggregated into a single reportable segment. LKE, LG&E and KU are
individually single operating and reportable segments.
4. Revenue from Contracts with Customers
(All Registrants)
See Note 3 in PPL's 2018 Form 10-K for a discussion of the principal activities from which the Registrants and PPL’s segments generate their revenues.
The following tables reconcile "Operating Revenues" included in each Registrant's Statement of Income with revenues generated from contracts with
customers for the periods ended September 30.
2019 Three Months
PPL
Operating Revenues (a)
Revenues derived from:

$

1,933

Alternative revenue programs (b)
Other (c)
Revenues from Contracts with Customers

PPL Electric
$

8
(11)
$

1,930

590

LKE
$

2
(3)
$

589

LG&E
844

$

6
(6)
$

844

KU
382

$

466

4
(3)
$

2
(3)

383

$

362

$

465

2018 Three Months
PPL
Operating Revenues (a)

$

PPL Electric
1,872

$

548

LKE
$

LG&E
802

$

KU
447

Revenues derived from:
Alternative revenue programs (b)
Other (c)
Revenues from Contracts with Customers

(4)
(15)
$

1,853

(3)
(3)
$

542

(1)
(5)
$

796

(4)
(2)
$

3
(3)

356

$

1,126

$

447

2019 Nine Months
PPL
Operating Revenues (a)

$

Revenues derived from:
Alternative revenue programs (b)
Other (c)
Revenues from Contracts with Customers

PPL Electric
5,815

$

(18)
(30)
$

5,767

36

1,756

LKE
$

(4)
(8)
$

1,744

LG&E
2,421

$

(14)
(16)
$

2,391

KU

(1)
(7)
$

1,118

1,322
(13)
(9)

$

1,300
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2018 Nine Months
PPL
Operating Revenues (a)

$

PPL Electric
5,846

$

1,704

LKE
$

LG&E
2,417

$

KU

1,116

$

1,332

Revenues derived from:
Alternative revenue programs (b)
Other (c)
Revenues from Contracts with Customers

37
(43)
$

5,840

(1)
(9)
$

1,694

38
(14)
$

2,441

16
(5)
$

1,127

22
(9)
$

1,345

(a)

PPL includes $491 million and $1,615 million for the three and nine months ended September 30, 2019 and $517 million and $1,716 million for the three and nine months ended September
30, 2018 of revenues from external customers reported by the U.K. Regulated segment. PPL Electric and LKE represent revenues from external customers reported by the Pennsylvania
Regulated and Kentucky Regulated segments. See Note 3 for additional information.

(b)

Alternative revenue programs include the transmission formula rate for PPL Electric, the ECR and DSM programs for LG&E and KU, the GLT program for LG&E, and the generation
formula rate for KU. This line item shows the over/under collection of these rate mechanisms with over-collections of revenue shown as positive amounts in the table above and undercollections shown as negative amounts.

(c)

Represents additional revenues outside the scope of revenues from contracts with customers such as leases and other miscellaneous revenues.

As discussed in Note 2 in PPL's 2018 Form 10-K, PPL's segments are segmented by geographic location. Revenues from external customers for each
segment/geographic location are reconciled to revenues from contracts with customers in the footnotes to the tables above.
The following tables show revenues from contracts with customers disaggregated by customer class for the periods ended September 30.
2019 Three Months
PPL
Licensed energy suppliers (a)

$

PPL Electric
454

$

—

LKE
$

LG&E
—

$

KU
—

$

—

Residential

708

352

356

177

179

Commercial

346

97

249

123

126

Industrial

164

16

148

47

101

Other (b)

128

12

73

31

42

6

—

6

—

6

12

—

12

5

11

Wholesale - municipality
Wholesale - other (c)
Transmission
Revenues from Contracts with Customers

112
$

1,930

112
$

589

—
$

844

—
$

—

383

$

—

$

465

2018 Three Months
PPL
Licensed energy suppliers (a)

$

PPL Electric
475

$

—

LKE
$

LG&E
—

$

KU
—

Residential

647

328

319

162

157

Commercial

307

88

219

112

107

Industrial

156

12

144

45

99

Other (b)

119

14

65

27

39

Wholesale - municipality

30

—

30

—

30

Wholesale - other (c)

19

—

19

10

15

100

100

—

—

Transmission
Revenues from Contracts with Customers

$

1,853

37

$

542

$

796

$

356

—
$

447
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2019 Nine Months
PPL
Licensed energy suppliers (a)

$

PPL Electric
1,520

Residential

$

LKE

—

$

LG&E
—

$

KU
—

$

—

2,058

1,060

998

504

494

Commercial

967

279

688

352

336

Industrial

470

48

422

134

288

Other (b)

360

39

209

93

116

Wholesale - municipality

38

—

38

—

38

Wholesale - other (c)

36

—

36

35

28

318

318

—

—

Transmission
Revenues from Contracts with Customers

$

5,767

$

1,744

$

2,391

$

1,118

—
$

1,300

2018 Nine Months
PPL
Licensed energy suppliers (a)

$

Residential

PPL Electric
1,606

$

LKE

—

$

LG&E
—

$

KU
—

$

—

2,039

1,036

1,003

505

498

Commercial

928

275

653

343

310

Industrial

466

37

429

134

295

Other (b)

339

40

200

88

113

Wholesale - municipality

91

—

91

—

91

Wholesale - other (c)

65

—

65

57

38

306

306

—

—

Transmission
Revenues from Contracts with Customers

$

5,840

$

1,694

$

2,441

$

1,127

—
$

1,345

(a)

Represents customers of WPD.

(b)

Primarily includes revenues from pole attachments, street lighting, other public authorities and other non-core businesses.

(c)

Includes wholesale power and transmission revenues. LG&E and KU amounts include intercompany power sales and transmission revenues, which are eliminated upon consolidation at
LKE.

PPL Electric's revenues from contracts with customers are further disaggregated by distribution and transmission, which were $477 million and $112
million for the three months ended September 30, 2019 and $1.4 billion and $318 million for the nine months ended September 30, 2019. PPL Electric's
revenue from contracts with customers disaggregated by distribution and transmission were $442 million and $100 million for the three months ended
September 30, 2018 and $1.4 billion and $306 million for the nine months ended September 30, 2018.
Contract receivables from customers are primarily included in "Accounts receivable - Customer" and "Unbilled revenues" on the Balance Sheets.
The following table shows the accounts receivable balances that were impaired for the periods ended September 30.
Three Months
2019
PPL

$

Nine Months
2018

11

$

2019
11

$

2018
22

$

24

PPL Electric

8

7

14

17

LKE

2

4

5

7

LG&E

1

2

2

3

KU

1

2

3

4

The following table shows the balances and certain activity of contract liabilities resulting from contracts with customers.
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PPL
Contract liabilities at December 31, 2018

$

Contract liabilities at September 30, 2019
Revenue recognized during the nine months ended September 30, 2019 that was
included in the contract liability balance at December 31, 2018
Contract liabilities at December 31, 2017
Contract liabilities at September 30, 2018
Revenue recognized during the nine months ended September 30, 2018 that was
included in the contract liability balance at December 31, 2017

$

PPL Electric
42

$

LKE

23

$

LG&E
9

$

KU
5

$

4

42

19

9

5

4

31

11

9

5

4

29

$

19

$

8

$

4

$

4

40

17

8

4

4

22

8

8

4

4

Contract liabilities result from recording contractual billings in advance for customer attachments to the Registrants' infrastructure and payments received in
excess of revenues earned to date. Advanced billings for customer attachments are recognized as revenue ratably over the billing period. Payments received
in excess of revenues earned to date are recognized as revenue as services are delivered in subsequent periods.
At September 30, 2019, PPL had $48 million of performance obligations attributable to Corporate and Other that have not been satisfied. Of this amount,
PPL expects to recognize approximately $41 million within the next 12 months.
5. Earnings Per Share
(PPL)
Basic EPS is computed by dividing income available to PPL common shareowners by the weighted-average number of common shares outstanding during
the applicable period. Diluted EPS is computed by dividing income available to PPL common shareowners by the weighted-average number of common
shares outstanding, increased by incremental shares that would be outstanding if potentially dilutive non-participating securities were converted to common
shares as calculated using the Treasury Stock Method. Incremental non-participating securities that have a dilutive impact are detailed in the table below.
These securities also include the PPL common stock forward sale agreements entered into in May 2018. See Note 8 in PPL's 2018 Form 10-K for additional
information on these agreements. The forward sale agreements are dilutive under the Treasury Stock Method to the extent the average stock price of PPL's
common shares exceeds the forward sale price prescribed in the agreements.
Reconciliations of the amounts of income and shares of PPL common stock (in thousands) for the periods ended September 30 used in the EPS calculation
are:
Three Months
2019

Nine Months
2018

2019

2018

Income (Numerator)
Net income

$

Less amounts allocated to participating securities

475

$

—
$

Net income available to PPL common shareowners - Basic and Diluted

475

445

$

1
$

444

1,382

$

1,412

$

1,410

2
$

1,380

2

Shares of Common Stock (Denominator)
Weighted-average shares - Basic EPS

722,259

703,730

721,693

699,117

Add incremental non-participating securities:
Share-based payment awards

1,106

298

1,009

427

Forward sale agreements

7,786

6,489

7,975

2,761

731,151

710,517

730,677

702,305

Weighted-average shares - Diluted EPS

Basic EPS
Net Income available to PPL common shareowners

$

0.66

$

0.63

$

1.91

$

2.02

$

0.65

$

0.62

$

1.89

$

2.01

Diluted EPS
Net Income available to PPL common shareowners
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For the periods ended September 30, PPL issued common stock related to stock-based compensation plans and the DRIP as follows (in thousands):
Three Months
2019
Stock-based compensation plans (a)

Nine Months
2018

38

2019
80

DRIP
430
493
(a) Includes stock options exercised, vesting of performance units, vesting of restricted stock units and conversion of stock units granted to directors.

2018
680

568

1,305

1,504

For the periods ended September 30, the following shares (in thousands) were excluded from the computations of diluted EPS because the effect would
have been antidilutive.
Three Months
2019

Nine Months
2018

2019

2018

Stock options

—

15

—

229

Restricted stock units

—

2

—

15

6. Income Taxes
Reconciliations of income taxes for the periods ended September 30 are as follows.
(PPL)
Three Months
2019
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

Nine Months
2018

125

$

2019
115

$

2018
359

$

373

Increase (decrease) due to:
State income taxes, net of federal income tax benefit

13

9

34

34

Valuation allowance adjustments (a)
Impact of lower U.K. income tax rates
Impact of the U.K. Finance Act on deferred tax balances
Depreciation and other items not normalized
Amortization of excess deferred federal and state income taxes

7
(6)
(5)
(2)
(9)

5
(7)
(4)
(1)
(11)

21
(20)
(8)
(5)
(30)

17
(20)
(7)
(4)
(30)

Deferred tax impact of state tax reform (b)
Interest benefit on U.K. financing entities

—
(3)

—
(4)

—
(9)

9
(13)

Kentucky recycling credit, net of federal income tax expense (a)

—

—

(20)

—

Other

(2)

1

6

3

(7)

(12)

(31)

(11)

Total increase (decrease)
$

Total income taxes

118

$

103

$

328

$

362

(a)

During the second quarter of 2019, LKE recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a
result, qualify for a Kentucky recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky, with the benefit
recognized during the period in which the assets are placed into service. A valuation allowance of $3 million has been recognized related to this credit due to insufficient Kentucky taxable
income projected at LKE. During the third quarter of 2019, LKE filed the Kentucky recycling credit application with the Kentucky Department of Revenue and expects a ruling in the fourth
quarter of 2019.

(b)

During the second quarter of 2018, LKE recorded deferred income tax expense, primarily associated with LKE's non-regulated entities, due to the Kentucky corporate income tax rate
reduction from 6% to 5%, as enacted by HB 487, effective January 1, 2018.
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(PPL Electric)
Three Months
2019
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

Nine Months
2018

33

$

2019
30

$

2018
94

$

93

Increase (decrease) due to:
State income taxes, net of federal income tax benefit
Depreciation and other items not normalized
Amortization of excess deferred income taxes

13
(2)
(4)

12
(1)
(5)

Other

—
7

Total increase (decrease)
$

Total income taxes

40

$

36
(5)
(12)

35
(4)
(13)

(1)

1

—

5

20

35

$

114

18
$

111

(LKE)
Three Months
2019
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

Nine Months
2018

42

$

2019
34

$

2018
98

$

97

Increase (decrease) due to:
State income taxes, net of federal income tax benefit
Amortization of investment tax credit

8
(1)

6
(1)

18
(2)

17
(3)

Deferred tax impact of U.S tax reform
Deferred tax impact of state tax reform (a)

—

(2)

—

(2)

—

—

—

9

Valuation allowance adjustments (b)
Amortization of excess deferred federal and state income taxes

—
(5)

—
(3)

3
(17)

—
(14)

Kentucky recycling credit, net of federal income tax expense (b)
Other

—
(1)

—
(2)

(20)
(2)

—
(2)

Total increase (decrease)

1
$

Total income taxes

43

(2)
$

32

(20)
$

78

5
$

102

(a)

During the second quarter of 2018, LKE recorded deferred income tax expense, primarily associated with LKE's non-regulated entities, due to the Kentucky corporate income tax rate
reduction from 6% to 5%, as enacted by HB 487, effective January 1, 2018.

(b)

During the second quarter of 2019, LKE recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a
result, qualify for a Kentucky recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky, with the benefit
recognized during the period in which the assets are placed into service. A portion of this amount has been reserved due to insufficient Kentucky taxable income projected at LKE. During
the third quarter of 2019, LKE filed the Kentucky recycling credit application with the Kentucky Department of Revenue and expects a ruling in the fourth quarter of 2019.

(LG&E)
Three Months
2019
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

Nine Months
2018

21

$

2019
18

$

2018
50

$

50

Increase (decrease) due to:
State income taxes, net of federal income tax benefit

4

3

9

9

Valuation allowance adjustments (a)
Amortization of excess deferred federal and state income taxes

—
(2)

—
(1)

15
(7)

—
(6)

Kentucky recycling credit, net of federal income tax expense (a)
Other

—
(1)

—
(2)

(15)
(1)

—
(2)

Total increase (decrease)

1
$

Total income taxes

(a)

22

—
$

18

1
$

51

1
$

51

During the second quarter of 2019, LG&E recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a
result, qualify for a Kentucky recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky, with the benefit
recognized during the period in which the assets are placed into service. This amount has been reserved due to insufficient Kentucky taxable income projected at LG&E.
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(KU)
Three Months
2019
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

Nine Months
2018

25

$

2019
21

$

2018
63

$

60

Increase (decrease) due to:
State income taxes, net of federal income tax benefit

5

3

12

10

Valuation allowance adjustments (a)
Amortization of excess deferred federal and state income taxes

—
(3)

—
(2)

5
(10)

—
(8)

Kentucky recycling credit, net of federal income tax expense (a)
Other

—
(1)

—
(1)

(5)
(3)

—
(3)

Total increase (decrease)

1
$

Total income taxes

(a)

26

—
$

21

(1)
$

62

(1)
$

59

During the second quarter of 2019, KU recorded a deferred income tax benefit associated with a project placed into service that prepares a generation waste material for reuse and, as a
result, qualifies for a Kentucky recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky, with the benefit
recognized during the period in which the assets are placed into service. This amount has been reserved due to insufficient Kentucky taxable income projected at KU.

Other
U.S. Tax Reform (All Registrants)

The IRS issued proposed regulations for certain provisions of the TCJA in 2018, including interest deductibility and Global Intangible LowTaxed Income (GILTI). In June 2019, the IRS issued both final and new proposed regulations relating to GILTI. PPL has determined that
neither these final nor proposed regulations materially change PPL's current interpretation of the statutory impact of these rules on the
Registrants. Proposed regulations relating to the limitation on the deductibility of interest expense were issued in November 2018 and such
regulations provide detailed rules implementing the broader statutory provisions. These proposed regulations should not apply to the
Registrants until the year in which the regulations are issued in final form, which is expected to be in the fourth quarter of 2019. It is
uncertain what form the final regulations will take and, therefore, the Registrants cannot predict what impact the final regulations will have on
the tax deductibility of interest expense. However, if the proposed regulations were issued as final in their current form, the Registrants could
have a limitation on a portion of their interest expense deduction for tax purposes and such limitation could be significant. PPL expressed its
views on these proposed regulations in a comment letter addressed to the IRS on February 26, 2019.
7. Utility Rate Regulation
(All Registrants)
The following table provides information about the regulatory assets and liabilities of cost-based rate-regulated utility operations.
PPL
September 30,
2019

PPL Electric
December 31,
2018

September 30,
2019

December 31,
2018

Current Regulatory Assets:
Gas supply clause

$

10

$

12

$

—

$

—

Smart meter rider

13

11

13

11

Plant outage costs

17

10

—

—

Transmission service charge

8

—

8

—

Other

1

3

1

$

Total current regulatory assets (a)

42

49

$

36

$

22

—
$

11
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PPL
September 30,
2019

PPL Electric
December 31,
2018

September 30,
2019

December 31,
2018

Noncurrent Regulatory Assets:
Defined benefit plans

$

937

$

963

$

553

$

558

Storm costs

42

56

16

22

Unamortized loss on debt

41

45

17

22

Interest rate swaps

25

20

—

—

Terminated interest rate swaps

83

87

—

—

Accumulated cost of removal of utility plant

211

200

211

200

AROs

304

273

—

—

10

19

10

19

5

10

—

Act 129 compliance rider
Other
$

Total noncurrent regulatory assets

1,658

$

1,673

$

PPL
September 30,
2019

807

3
$

824

PPL Electric
December 31,
2018

September 30,
2019

December 31,
2018

Current Regulatory Liabilities:
Generation supply charge

$

22

$

33

$

22

$

33

Environmental cost recovery

12

16

—

—

Universal service rider

12

27

12

27

Fuel adjustment clause

13

—

—

—

TCJA customer refund

8

20

7

3

Storm damage expense rider

7

5

7

5

—

7

—

—

Generation formula rate
Other

5

Total current regulatory liabilities

14

—

6

$

79

$

122

$

48

$

74

$

674

$

674

$

—

$

—

Noncurrent Regulatory Liabilities:
Accumulated cost of removal of utility plant
Power purchase agreement - OVEC

53

59

—

—

1,775

1,826

601

629

Defined benefit plans

54

37

10

5

Terminated interest rate swaps

69

72

—

—

TCJA customer refund (b)

43

41

43

41

7

5

—

Net deferred taxes

Other
$

Total noncurrent regulatory liabilities

2,675

LKE
September 30,
2019

$

2,714

$

654

LG&E
December 31,
2018

September 30,
2019

—
$

675

KU
December 31,
2018

September 30,
2019

December 31,
2018

Current Regulatory Assets:
Plant outage costs

$

Gas supply clause

$

10

Other
Total current regulatory assets

17

27

$

12

—
$

10
3

$

25

43

11

$

10
—
$

21

7

$

12
2
$

21

6

$

—
—
$

6

3
—
1

$

4
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LKE
September 30,
2019

LG&E
December 31,
2018

September 30,
2019

KU
December 31,
2018

September 30,
2019

December 31,
2018

Noncurrent Regulatory Assets:
Defined benefit plans

$

384

$

405

$

233

$

249

$

151

$

156

Storm costs

26

34

16

20

10

Unamortized loss on debt

24

23

14

15

10

8

Interest rate swaps

25

20

25

20

—

—

83

87

48

51

35

36

304

273

87

75

217

198

Terminated interest rate swaps
AROs
Other
Total noncurrent regulatory assets

5
$

851

7
$

849

2
$

425

LKE
September 30,
2019

1
$

431

3
$

426

LG&E
December 31,
2018

September 30,
2019

14

6
$

418

KU
December 31,
2018

September 30,
2019

December 31,
2018

Current Regulatory Liabilities:
Environmental cost recovery

$

12

$

16

$

7

$

6

$

5

$

10

Fuel adjustment clause

13

—

3

—

10

—

TCJA customer refund

1

17

—

7

1

10

Generation formula rate

—

7

—

—

—

7

5

8

2

4

3

Other

4

Total current regulatory liabilities

$

31

$

48

$

12

$

17

$

19

$

31

Noncurrent Regulatory Liabilities:
Accumulated cost of removal
of utility plant

$

674

$

674

$

279

$

279

$

395

$

395

Power purchase agreement - OVEC

53

59

37

41

16

18

1,174

1,197

548

557

626

640

Defined benefit plans

44

32

1

—

43

32

Terminated interest rate swaps

69

72

34

36

35

36

7

5

4

2

3

Net deferred taxes

Other

$
2,021
$
Total noncurrent regulatory liabilities
(a) For PPL, these amounts are included in "Other current assets" on the Balance Sheets.
(b)

2,039

$

903

$

915

$

1,118

3
$

1,124

Relates to amounts owed to PPL Electric customers as a result of the reduced U.S. federal corporate income tax rate as enacted by the TCJA, for the period of January 1, 2018 through June
30, 2018 which is not yet reflected in distribution customer rates. The initial liability was recorded during the second quarter of 2018. A petition for the distribution method back to
customers of this liability was proposed to the PUC on October 4, 2019. The petition is currently under review by the PUC and contingent upon PUC approval.

Regulatory Matters
Kentucky Activities
Rate Case Proceedings (PPL, LKE, LG&E and KU)
In September 2018, LG&E and KU filed requests with the KPSC for an increase in annual base electricity rates of approximately $112 million at KU and
increases in annual base electricity and gas rates of approximately $35 million and $25 million at LG&E. LG&E’s and KU’s applications also sought to
include changes associated with the TCJA and state tax reform in the calculation of the proposed base rates and to terminate the TCJA bill credit
mechanism when new base rates go into effect. The elimination of the TCJA bill credit mechanism will result in an estimated annual electricity revenue
increase of approximately $58 million at KU and increases in electricity and gas revenues of approximately $40 million and $12 million at LG&E. The
applications were based on a forecasted test year of May 1, 2019 through April 30, 2020 with a requested return-on-equity of 10.42%.
On March 1, 2019, LG&E and KU, along with substantially all intervening parties to the proceeding, filed stipulation and recommendation agreements
(stipulations) with the KPSC resolving all material issues with the parties. In addition to
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terminating the TCJA bill credit mechanism, the proposed stipulations provided for increases in annual revenue requirements associated with base
electricity rates of approximately $58 million at KU and increases in annual base electricity and gas rates of approximately $4 million and $20 million at
LG&E, based on a return-on-equity of 9.725%.
On April 30, 2019, the KPSC issued orders ruling on open issues and approving the proposed stipulations filed in March 2019. The orders provide for
increases in the revenue requirements associated with base electricity rates of $56 million at KU and increases associated with base electricity and gas rates
of $2 million and $19 million at LG&E. With the termination of the TCJA bill credit mechanism, this represents annual revenue increases of $187 million
($114 million at KU and $73 million at LG&E). The new base rates and all elements of the orders became effective on May 1, 2019.
Pennsylvania Activities
PUC Petition to Distribute TCJA Savings (PPL and PPL Electric)
PPL Electric submitted a petition for approval with the PUC on October 4, 2019 to distribute the tax savings of $43 million associated with the TCJA for
the period between January 1, 2018 and June 30, 2018. As of September 30, 2019, these tax savings are classified as a noncurrent regulatory liability. PPL
Electric has proposed that these amounts be distributed over the period of January 1, 2020 through December 31, 2020. The petition is contingent upon
PUC approval.
Federal Matters
FERC Transmission Rate Filing
(PPL, LKE, LG&E and KU)
In August 2018, LG&E and KU submitted an application to the FERC requesting elimination of certain on-going credits to a sub-set of transmission
customers relating to the 1998 merger of LG&E’s and KU's parent entities and the 2006 withdrawal of LG&E and KU from the Midcontinent Independent
System Operator, Inc. (MISO), a regional transmission operator and energy market. The application sought termination of LG&E's and KU's commitment
to provide mitigation for certain horizontal market power concerns arising out of the 1998 merger for certain transmission service between MISO and
LG&E and KU. The affected transmission customers are a limited number of municipalities in Kentucky. The amounts at issue are generally waivers or
credits granted to such customers for either LG&E and KU or MISO transmission charges incurred depending upon the direction of certain transmission
service incurred by the municipalities. Due to the development of robust, accessible energy markets over time, LG&E and KU believe the mitigation
commitments are no longer relevant or appropriate. On March 21, 2019, the FERC issued an Order granting LG&E's and KU's request to remove the ongoing credits, conditioned upon the implementation by LG&E and KU of a transition mechanism for certain existing power supply arrangements, which
transition mechanism will be subject to FERC review and approval. On July 12, 2019, LG&E and KU submitted their proposed transition mechanism to the
FERC. On September 10, 2019, the FERC issued an order rejecting the proposed transition mechanism. On October 10, 2019, LG&E and KU filed a
request for rehearing and clarification on the September order. LG&E and KU cannot predict the outcome of this proceeding. LG&E and KU currently
receive recovery of waivers and credits provided through other rate mechanisms.
(PPL and PPL Electric)
In April 2019, PPL Electric filed its annual transmission formula rate update with the FERC, reflecting a revised revenue requirement, which includes the
impact of the TCJA. The filing established the revenue requirement used to set rates that took effect in June 2019.
Transmission Customer Complaint (PPL, LKE, LG&E and KU)
In September 2018, a transmission customer filed a complaint with the FERC against LG&E and KU alleging LG&E and KU have violated and continue to
violate their obligations under an existing rate schedule to credit this customer for certain transmission charges from MISO. On February 21, 2019, the
FERC issued an Order concluding that the MISO transmission charges in question did qualify for credits under the rate schedule and required LG&E and
KU to reimburse the customer for the eligible credits. The reimbursement was not significant and was completed by LG&E and KU in March 2019. LG&E
and KU currently receive recovery for such credits through other rate mechanisms.
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TCJA Impact on FERC Rates (All Registrants)
In November 2018, the FERC issued a Policy Statement stating that the appropriate ratemaking treatment for changes in accumulated deferred income taxes
(ADIT) as a result of the TCJA would be addressed in a Notice of Proposed Rulemaking. Also in November 2018, the FERC issued the Notice of Proposed
Rulemaking, which proposed that public utility transmission providers include mechanisms in their formula rates to deduct excess ADIT from, or add
deficient ADIT to, rate base and adjust their income tax allowances by amortized excess or deficient ADIT. The Notice of Proposed Rulemaking did not
prescribe the mechanism companies should use to adjust their formula rates.
LG&E and KU are currently assessing the Notice of Proposed Rulemaking and are continuing to monitor guidance issued by the FERC. On February 5,
2019, in connection with a separate element of federal and Kentucky state tax reform effects, LG&E and KU filed a request with the FERC to amend their
transmission formula rates to incorporate reductions to corporate income tax rates as a result of the TCJA and HB 487. The FERC approved this request
effective June 1, 2019. LG&E and KU do not anticipate the impact of the TCJA and HB 487 related to their FERC-jurisdictional rates to be significant.
On February 28, 2019, PPL Electric filed with the FERC proposed revisions to its transmission formula rate template pursuant to Section 205 of the Federal
Power Act and Section 35.13 of the Rules and Regulations of the FERC. Specifically, PPL Electric proposed to modify its formula rate to permit the return
or recovery of excess or deficient ADIT resulting from the TCJA and permit PPL Electric to prospectively account for the income tax expense associated
with the depreciation of the equity component of the AFUDC. On April 29, 2019, the FERC accepted the proposed revisions to the formula rate template,
which were effective June 1, 2019, as well as the proposed adjustments to ADIT, effective January 1, 2018.
Other
Purchase of Receivables Program (PPL and PPL Electric)
In accordance with a PUC-approved purchase of accounts receivable program, PPL Electric purchases certain accounts receivable from alternative
electricity suppliers at a discount, which reflects a provision for uncollectible accounts. The alternative electricity suppliers have no continuing involvement
or interest in the purchased accounts receivable. Accounts receivable that are acquired are initially recorded at fair value on the date of acquisition. During
the three and nine months ended September 30, 2019, PPL Electric purchased $308 million and $927 million of accounts receivable from alternate
suppliers. During the three and nine months ended September 30, 2018, PPL Electric purchased $334 million and $1 billion of accounts receivable from
alternate suppliers.
8. Financing Activities
Credit Arrangements and Short-term Debt
(All Registrants)
The Registrants maintain credit facilities to enhance liquidity, provide credit support and act as a backstop to commercial paper programs. For reporting
purposes, on a consolidated basis, the credit facilities and commercial paper programs of PPL Electric, LKE, LG&E and KU also apply to PPL and the
credit facilities and commercial paper programs of LG&E and KU also apply to LKE. The amounts listed in the borrowed column below are recorded as
"Short-term debt" on the Balance Sheets, except for amounts borrowed under LG&E's Term Loan Facility which were recorded as "Long-term debt due
within one year" on the December 31, 2018 Balance Sheet. The following credit facilities were in place at:
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September 30, 2019

Expiration
Date

Capacity

December 31, 2018
Letters of
Credit
and
Commercial
Paper
Issued

Borrowed

Unused
Capacity

Letters of
Credit
and
Commercial
Paper
Issued

Borrowed

PPL
U.K.
WPD plc
Syndicated Credit Facility (a)

Jan. 2023

£

210

£

165

£

—

£

46

£

157

£

—

WPD (South West)
Syndicated Credit Facility

July 2021

245

—

—

245

—

—

July 2021

300

—

—

300

38

—

July 2021

300

51

—

249

—

—

100

36

4

60

—

WPD (East Midlands)
Syndicated Credit Facility (b)
WPD (West Midlands)
Syndicated Credit Facility (c)
Uncommitted Credit Facilities (d)
Total U.K. Credit Facilities (e)

£

1,155

£

$

1,450

$

4

252

£

4

£

900

£

195

£

4

—

$

981

$

469

$

—

$

669

U.S.
PPL Capital Funding
Syndicated Credit Facility

Jan. 2024

Bilateral Credit Facility

Mar. 2020

100

—

15

85

—

15

$

1,550

$

—

$

996

$

554

$

—

$

684

Jan. 2024

$

650

$

—

$

1

$

649

$

—

$

1

Jan. 2024

$

500

$

—

$

99

$

401

$

—

$

279

Total PPL Capital Funding Credit Facilities

PPL Electric
Syndicated Credit Facility
LG&E
Syndicated Credit Facility
Term Loan Credit Facility

—

Total LG&E Credit Facilities

—

$

500

$

$

400

$

—

—

$

—

$

—

200

—

99

$

401

$

200

$

279

2

$

398

$

—

$

235

KU
Syndicated Credit Facility
Letter of Credit Facility (f)

Jan. 2024

—

—

—

—

—

198

$
400
$
—
$
2
$
398
$
—
$
433
Total KU Credit Facilities
(a) The amounts borrowed at September 30, 2019 and December 31, 2018 were USD-denominated borrowings of $200 million for both periods, which bore interest at 2.94% and 3.17%. The
unused capacity reflects the amounts borrowed in GBP of £164 million as of the date borrowed.
(b)

The amount borrowed at December 31, 2018 was GBP-denominated borrowings which equated to $48 million and bore interest at 1.12%.

(c)

The amount borrowed at September 30, 2019 was GBP-denominated borrowings which equated to $62 million and bore interest at 1.11%.

(d)

The amount borrowed at September 30, 2019 was GBP-denominated borrowings which equated to $44 million and bore interest at 1.59%.

(e)

At September 30, 2019, the unused capacity under the U.K. credit facilities was $1.1 billion.

(f)

KU's letter of credit facility was terminated in September 2019 in connection with the bond remarketings discussed below.

PPL, PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund short-term liquidity needs, as
necessary. Commercial paper issuances, included in "Short-term debt" on the Balance Sheets, are supported by the respective Registrant's credit facilities.
The following commercial paper programs were in place at:
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September 30, 2019
Weighted Average
Interest Rate
PPL Capital Funding

2.52%

Capacity
$

PPL Electric
LG&E

2.29%

KU

2.24%

Total

1,500

$

Weighted Average
Interest Rate

Unused
Capacity

981

$

519

2.82%

650

—

650

350

99

251

2.94%

348

2.94%

350
$

December 31, 2018

Commercial
Paper
Issuances

2,850

2
$

1,082

$

1,768

Commercial
Paper
Issuances
$

669
—
279
235

$

1,183

(PPL Electric, LKE, LG&E, and KU)
See Note 12 for discussion of intercompany borrowings.
Long-term Debt
(PPL)
In June 2019, WPD plc executed and drew £50 million under a 5-year term loan facility due 2024 at a rate of 2.189%, to be reset quarterly as detailed in the
terms of the agreement. The borrowing equated to $63 million at the time of drawdown, net of fees. The proceeds were used for general corporate purposes.
In September 2019, WPD (East Midlands) issued £250 million of 1.75% Senior Notes due 2031. WPD (East Midlands) received proceeds of £245 million,
which equated to $301 million at the time of issuance, net of fees and a discount. The proceeds were used to repay short-term debt and for general corporate
purposes.
(PPL, LKE and LG&E)
In April 2019, LG&E issued $400 million of 4.25% First Mortgage Bonds due 2049. LG&E received proceeds of $396 million, net of discounts and
underwriting fees, which were used to repay commercial paper and LG&E's term loan.
In April 2019, the County of Jefferson, Kentucky remarketed $128 million of Pollution Control Revenue Bonds, 2001 Series A due 2033 previously issued
on behalf of LG&E. The bonds were remarketed at a long-term rate and will bear interest at 1.85% through their mandatory purchase date of April 1, 2021.
In June 2019, the Louisville/Jefferson County Metro Government of Kentucky remarketed $31 million of Environmental Facilities Revenue Refunding
Bonds, 2007 Series A due 2033 previously issued on behalf of LG&E. The bonds were remarketed at a long-term rate and will bear interest at 1.65%
through their mandatory purchase date of June 1, 2021.
In June 2019, the Louisville/Jefferson Country Metro Government of Kentucky remarketed $35 million of Environmental Facilities Revenue Refunding
Bonds, 2007 Series B due 2033 previously issued on behalf of LG&E. The bonds were remarketed at a long-term rate and will bear interest at 1.65%
through their mandatory purchase date of June 1, 2021.
In June 2019, LG&E issued a notice to bondholders of its intention to convert the $40 million Louisville/Jefferson County Metro Government of Kentucky
Pollution Control Revenue Bonds, 2005 Series A to a weekly interest rate, as permitted under the loan documents. The conversion was completed on
August 1, 2019. In connection with the conversion, LG&E purchased these bonds from the remarketing agent and held them until September 17, 2019, at
which time LG&E remarketed the bonds at a long-term rate that will bear interest at 1.75% through their mandatory purchase date of July 1, 2026.
(PPL, LKE and KU)
In April 2019, KU reopened its 4.375% First Mortgage Bonds due 2045 and issued an additional $300 million of this series. KU received proceeds of $303
million, including premiums and underwriting fees, which were used to repay commercial paper and for other general corporate purposes.
In September 2019, the County of Carroll, Kentucky remarketed $50 million of Environmental Facilities Revenue Bonds, 2004 Series A due 2034
previously issued on behalf of KU. The bonds were remarketed at a long-term rate and will bear interest at 1.75% through their mandatory purchase date of
September 1, 2026.
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In September 2019, the County of Carroll, Kentucky remarketed $96 million of Pollution Control Revenue Refunding Bonds, 2016 Series A due 2042
previously issued on behalf of KU. The bonds were remarketed at a long-term rate and will bear interest at 1.55% through their mandatory purchase date of
September 1, 2026.
In September 2019, the County of Carroll, Kentucky remarketed $54 million of Environmental Facilities Revenue Refunding Bonds, 2006 Series B due
2034 previously issued on behalf of KU. The bonds were remarketed at a long-term rate and will bear interest at 1.20% through their mandatory purchase
date of June 1, 2021.
In September 2019, the County of Carroll, Kentucky remarketed $78 million of Environmental Facilities Revenue Bonds, 2008 Series A due 2032
previously issued on behalf of KU. The bonds were remarketed at a long-term rate and will bear interest at 1.20% through their mandatory purchase date of
June 1, 2021.
In September 2019, the County of Mercer, Kentucky remarketed $13 million of Solid Waste Disposal Facility Revenue Bonds, 2000 Series A due 2023
previously issued on behalf of KU. The bonds were remarketed at a long-term rate and will bear interest at 1.30% through the maturity date of May 1, 2023.
(PPL and PPL Electric)
In September 2019, PPL Electric issued $400 million of 3.00% First Mortgage Bonds due 2049. PPL Electric received proceeds of $390 million, net of a
discount and underwriting fees, which were used to repay short-term debt and for general corporate purposes.
On October 31, 2019, PPL Electric gave notice of its intent to redeem all of the currently outstanding $100 million aggregate principal amount of its Senior
Secured Bonds, 5.15% Series due 2020 on December 4, 2019.
(PPL)
Equity Securities
ATM Program
In February 2018, PPL entered into an equity distribution agreement, pursuant to which PPL may sell, from time to time, up to an aggregate of $1.0 billion
of its common stock through an at-the-market offering program; including a forward sales component. The compensation paid to the selling agents by PPL
may be up to 2% of the gross offering proceeds of the shares. There were no issuances under the ATM program for the nine months ended September 30,
2019.
Distributions
In August 2019, PPL declared a quarterly common stock dividend, payable October 1, 2019, of 41.25 cents per share (equivalent to $1.65 per annum).
Future dividends, declared at the discretion of the Board of Directors, will depend upon future earnings, cash flows, financial and legal requirements and
other factors.
9. Leases
(All Registrants)
The Registrants determine whether contractual arrangements contain a lease by evaluating whether those arrangements either implicitly or explicitly
identify an asset, whether the Registrants have the right to obtain substantially all of the economic benefits from use of the asset throughout the term of the
arrangement, and whether the Registrants have the right to direct the use of the asset. Renewal options are included in the lease term if it is reasonably
certain the Registrants will exercise those options. Periods for which the Registrants are reasonably certain not to exercise termination options are also
included in the lease term. The Registrants have certain agreements with lease and non-lease components, such as office space leases, which are generally
accounted for separately.
LKE, LG&E and KU have entered into various operating leases primarily for office space, vehicles and railcars. The leases generally have fixed payments
with expiration dates ranging from 2019 to 2025, some of which have options to extend the leases from one year to ten years and some have options to
terminate at LKE's, LG&E's and KU's discretion. For leases that
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existed as of December 31, 2018, payments associated with renewal options are not included in the measurement of the lease liability and right-of-use
(ROU) asset.
PPL has also entered into various operating leases primarily for office space, land easements, telecom assets and warehouse space. These leases generally
have fixed payments with expiration dates ranging from 2019 through 2028, except for the land agreements which extend through 2116.
PPL Electric also has operating leases which do not have a significant impact to its operations.
Short-term Leases
Short-term leases are leases with a term that is 12 months or less and do not include a purchase option or option to extend the initial term of the lease to
greater than 12 months that the Registrants are reasonably certain to exercise. The Registrants have made an accounting policy election to not recognize the
ROU asset and the lease liability arising from leases classified as short-term. Expenses related to short-term leases are included in the tables below.
Discount Rate
The discount rate for a lease is the rate implicit in the lease unless that rate cannot be readily determined. In that case, the Registrants are required to use
their incremental borrowing rate, which is the rate the Registrants would have to pay to borrow, on a collateralized basis over a similar term, an amount
equal to the lease payments in a similar economic environment.
The Registrants receive secured borrowing rates from financial institutions based on their applicable credit profiles. The Registrants use the secured rate
which corresponds with the term of the applicable lease.
Practical Expedients
See Note 2 for information on the adoption of the new lease guidance as well as the practical expedients the Registrants have elected as part of the
transition.
(PPL, LKE, LG&E and KU)
Lessee Transactions
The following table provides the components of lease cost for the Registrants' operating leases for the periods ended September 30, 2019.
Three Months
PPL

LKE

LG&E

KU

Lease cost:
Operating lease cost

$

6

Short-term lease cost

$

5

2
$

Total lease cost

8

$

1

1
$

6

$

3

—
$

1

1
$

4

Nine Months
PPL

LKE

LG&E

KU

Lease cost:
Operating lease cost

$

21

Short-term lease cost

$

17

5
$

Total lease cost

26

$

7

2
$

19

$

9

$

10

1
$

8

1

The following table provides other key information related to the Registrants' operating leases at September 30, 2019.
PPL

LKE

LG&E

KU

Cash paid for amounts included in the measurement of lease liabilities:
Operating cash flows from operating leases

$

Right-of-use asset obtained in exchange for new operating lease liabilities

21
37

50

$

17
8

$

8
3

$

9
5
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The following table provides the total future minimum rental payments for operating leases, as well as a reconciliation of these undiscounted cash flows to
the lease liabilities recognized on the Balance Sheets as of September 30, 2019.
PPL
2019 (a)

LKE

$

8

LG&E

$

5

$

KU
2

$

3

2020

27

16

6

10

2021

21

12

5

7

2022

16

8

3

5

2023

14

7

3

3

2024

12

6

3

3

Thereafter

25

7

3

$

Total

123

Weighted-average discount rate

61

$

3

25

$

3.47%

3.97%

3.9%

8

5

5

Weighted-average remaining lease term (in years)
Current lease liabilities (b)

$

$

25

$

16

$

34

4.01%
5

6

$

9

Non-current lease liabilities (b)

80

39

16

22

Right-of-use assets (c)

97

47

19

27

(a)

Represents future minimum lease payments for the remainder of 2019.

(b)

Current lease liabilities are included in "Other Current Liabilities" on the Balance Sheets. Non-current lease liabilities are included in "Other deferred credits and noncurrent liabilities" on
the Balance Sheets. The difference between the total future minimum lease payments and the recorded lease liabilities is due to the impact of discounting.

(c)

Right-of-use assets are included in "Other noncurrent assets" on the Balance Sheets.

At December 31, 2018, the total future minimum rental payments for all operating leases were estimated to be:
PPL
2019

$

LKE
26

$

LG&E
20

$

KU
10

$

10

2020

21

15

6

2021

15

11

4

7

2022

13

7

3

4
3

2023
Thereafter
$

Total

8

6

3

33

11

4

116

$

70

$

30

9

6
$

39

Lessor Transactions
Third parties lease land from LKE, LG&E and KU at certain generation plants to produce refined coal used to generate electricity. The leases are operating
leases and expire in 2021. Payments are allocated among lease and non-lease components as stated in the agreements. Lease payments are fixed or are
determined based on the amount of refined coal used in electricity generation at the facility. Payments received are primarily recorded as a regulatory
liability and are amortized in accordance with regulatory approvals.
WPD leases property and telecom assets to third parties, which generally expire through 2029. These leases are operating leases. Generally, lease payments
are fixed and include only a lease component.
At September 30, 2019, PPL, LKE, LG&E and KU expect to receive the following fixed lease payments over the remaining term of their operating lease
agreements:
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PPL
2019 (a)

LKE

$

3

2020

13

$

LG&E
2

$

KU
—

7

$

2

—

7

2021

10

5

1

4

2022

4

—

—

—

2023

4

1

—

—

2024

4

—

—

—

12

—

—

Thereafter
Total

$

Lease income recognized for the three months ended September 30, 2019
Lease income recognized for the nine months ended September 30, 2019

(a)

50

$

$

6

$

16

—

15

$

1

$

13

$

4

$

2

$

2

$

10

$

4

$

6

Represents future minimum lease payments for the remainder of 2019.

10. Defined Benefits
(PPL, LKE and LG&E)
Certain net periodic defined benefit costs are applied to accounts that are further distributed among capital, expense, regulatory assets and regulatory
liabilities, including certain costs allocated to applicable subsidiaries for plans sponsored by PPL Services and LKE. Following are the net periodic defined
benefit costs (credits) of the plans sponsored by PPL and its subsidiaries, LKE, and LG&E for the periods ended September 30:
Pension Benefits
Three Months

Nine Months

U.S.
2019

U.K.
2018

2019

U.S.
2018

2019

U.K.
2018

2019

2018

PPL
Service cost

$

Interest cost
Expected return on plan assets
Amortization of:

13

$

41
(62)

15

$

39
(62)

17

$

45
(144)

21

$

38

46
(145)

$

46

123
(184)

$

51

117
(186)

$

63

140
(442)

140
(445)

2

2

1

—

6

7

1

—

Actuarial loss
Net periodic defined benefit costs
(credits) before settlements

15

22

22

37

42

63

69

114

9

16

(59)

(41)

25

47

(181)

(128)

Settlements
Net periodic defined benefit costs
(credits)

—

—

—

—

1

—

—

—

Prior service cost

$

9

$

16

$

(59)

$

(41)

$

26

$

47

$

(181)

$

(128)

Pension Benefits
Three Months
2019

Nine Months

2018

2019

2018

LKE
Service cost

$

Interest cost
Expected return on plan assets
Amortization of:

$

6

$

16

$

Prior service cost

2

3

6

7

Actuarial loss (a)

7

8

17

26

$

5

$

8

49
(76)

18

16
(25)

Net periodic defined benefit costs (b)

(a)

5
16
(25)

$

12

48
(76)

$

23

As a result of treatment approved by the KPSC, the difference between actuarial loss calculated in accordance with LKE's accounting policy and actuarial loss calculated using a 15-year
amortization period was $2 million and $3 million for the three and nine months ended September 30, 2019 and $2 million and $8 million for the three and nine months ended September 30,
2018. This difference is recorded as a regulatory asset.
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(b)

Due to the amount of lump sum payment distributions from the LG&E qualified pension plan, a settlement charge of $5 million for the three and nine months ended September 30, 2019 and
$1 million and $5 million for the three and nine months ended September 30, 2018 was incurred. In accordance with existing regulatory accounting treatment, LG&E has maintained the
settlement charge in regulatory assets. The amount is being amortized in accordance with existing regulatory practice.
Pension Benefits
Three Months
2019

Nine Months

2018

2019

2018

LG&E
Service cost

$

—

Interest cost
Expected return on plan assets
Amortization of:

$

—

$

1

$

1

2
(5)

3
(6)

8
(16)

9
(17)

Prior service cost

1

1

4

4

Actuarial loss (a)

4

2

7

$

Net periodic defined benefit costs (b)

2

$

—

$

4

5
$

2

(a)

As a result of treatment approved by the KPSC, the difference between actuarial loss calculated in accordance with LG&E's accounting policy and actuarial loss calculated using a 15-year
amortization period was $1 million and $2 million for the three and nine months ended September 30, 2019 and $1 million for the nine months ended September 30, 2018. This difference is
recorded as a regulatory asset.

(b)

Due to the amount of lump sum payment distributions from the LG&E qualified pension plan, a settlement charge of $5 million for the three and nine months ended September 30, 2019 and
$1 million and $5 million for the three and nine months ended September 30, 2018 was incurred. In accordance with existing regulatory accounting treatment, LG&E has maintained the
settlement charge in regulatory assets. The amount is being amortized in accordance with existing regulatory practice.
Other Postretirement Benefits
Three Months
2019

Nine Months

2018

2019

2018

PPL
Service cost

$

Interest cost
Expected return on plan assets

2

$

5
(5)

Amortization of actuarial loss

$

5
(4)

1

Net periodic defined benefit costs

1

4

$

16
(14)

—

5
15
(17)

1

—

$

3

$

2

$

7

$

3

$

1

$

1

$

3

$

3

LKE
Service cost
Interest cost
Expected return on plan assets
Amortization of:

2
(2)

2
(2)

Prior service cost

—

—

1

1

Actuarial gain

—

—

(1)

(1)

$

Net periodic defined benefit costs

1

$

1

6
(6)

$

3

6
(6)

$

3

(PPL Electric, LG&E and KU)
In addition to the specific plan it sponsors, LG&E is allocated costs of defined benefit plans sponsored by LKE. PPL Electric and KU do not directly
sponsor any defined benefit plans. PPL Electric is allocated costs of defined benefit plans sponsored by PPL Services and KU is allocated costs of defined
benefit plans sponsored by LKE. LG&E and KU are also allocated costs of defined benefit plans from LKS for defined benefit plans sponsored by LKE.
See Note 12 for additional information on costs allocated to LG&E and KU from LKS. These allocations are based on participation in those plans, which
management believes are reasonable. For the periods ended September 30, PPL Services allocated the following net periodic defined benefit costs to PPL
Electric, and LKE allocated the following net periodic defined benefit costs to LG&E and KU:
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Three Months
2019
PPL Electric

$

LG&E
KU

Nine Months

2018
3

$

2019
5

$

2018
8

$

12

1

1

3

5

—

1

—

3

(All Registrants)
The non-service cost components of net periodic defined benefit costs (credits) (interest cost, expected return on plan assets, amortization of prior service
cost and amortization of actuarial gain and loss) are presented in "Other Income (Expense) - net" on the Statements of Income. See Note 13 for additional
information.
11. Commitments and Contingencies
Legal Matters
(All Registrants)
PPL and its subsidiaries are involved in legal proceedings, claims and litigation in the ordinary course of business. PPL and its subsidiaries cannot predict
the outcome of such matters, or whether such matters may result in material liabilities, unless otherwise noted.
Talen Litigation (PPL)
Background
In September 2013, one of PPL's former subsidiaries, PPL Montana entered into an agreement to sell its hydroelectric generating facilities. In June 2014,
PPL and PPL Energy Supply, the parent company of PPL Montana, entered into various definitive agreements with affiliates of Riverstone to spin off PPL
Energy Supply and ultimately combine it with Riverstone's competitive power generation businesses to form a stand-alone company named Talen Energy.
In November 2014, after executing the spinoff agreements but prior to the closing of the spinoff transaction, PPL Montana closed the sale of its
hydroelectric generating facilities. Subsequently, on June 1, 2015, the spinoff of PPL Energy Supply was completed. Following the spinoff transaction, PPL
had no continuing ownership interest in or control of PPL Energy Supply. In connection with the spinoff transaction, PPL Montana became Talen Montana,
LLC (Talen Montana), a subsidiary of Talen Energy. Talen Energy Marketing also became a subsidiary of Talen Energy as a result of the June 2015 spinoff
of PPL Energy Supply. Talen Energy has owned and operated both Talen Montana and Talen Energy Marketing since the spinoff. At the time of the spinoff,
affiliates of Riverstone acquired a 35% ownership interest in Talen Energy. Riverstone subsequently acquired the remaining interests in Talen Energy in a
take private transaction in December 2016.
Talen Montana, LLC v. PPL Corporation et al.
On October 29, 2018, Talen Montana filed a complaint against PPL and certain of its affiliates and current and former officers and directors in the First
Judicial District of the State of Montana, Lewis & Clark County (Talen Direct Action). Talen Montana alleges that in November 2014, PPL and certain
officers and directors improperly distributed to PPL's subsidiaries $733 million of the proceeds from the sale of Talen Montana's (then PPL Montana's)
hydroelectric generating facilities, rendering PPL Montana insolvent. The complaint includes claims for, among other things, breach of fiduciary duty;
aiding and abetting breach of fiduciary duty; breach of an LLC agreement; breach of the implied duty of good faith and fair dealing; tortious interference;
negligent misrepresentation; and constructive fraud. Talen Montana is seeking unspecified damages, including punitive damages, and other relief. In
December 2018, PPL moved to dismiss the Talen Direct Action for lack of jurisdiction and, in the alternative, to dismiss because Delaware is the
appropriate forum to decide this case. In January 2019, Talen Montana dismissed without prejudice all current and former PPL Corporation directors from
the case. The parties engaged in limited jurisdictional discovery, and the Court heard oral argument regarding the PPL parties' motion to dismiss on August
22, 2019. We are awaiting the Court's decision regarding the motion to dismiss.
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Talen Montana Retirement Plan and Talen Energy Marketing, LLC, Individually and on Behalf of All Others Similarly Situated v. PPL
Corporation et al.
Also on October 29, 2018, Talen Montana Retirement Plan and Talen Energy Marketing filed a putative class action complaint on behalf of current and
contingent creditors of Talen Montana who allegedly suffered harm or allegedly will suffer reasonably foreseeable harm as a result of the November 2014
distribution. The action was filed in the Sixteenth Judicial District of the State of Montana, Rosebud County, against PPL and certain of its affiliates and
current and former officers and directors (Talen Putative Class Action). The plaintiffs assert claims for, among other things, fraudulent transfer, both actual
and constructive; recovery against subsequent transferees; civil conspiracy; aiding and abetting tortious conduct; and unjust enrichment. They are seeking
avoidance of the purportedly fraudulent transfer, unspecified damages, including punitive damages, the imposition of a constructive trust, and other relief.
In December 2018, PPL removed the Talen Putative Class Action from the Sixteenth Judicial District of the State of Montana to the United States District
Court for the District of Montana, Billings Division (MT Federal Court). In January 2019, the plaintiffs moved to remand the Talen Putative Class Action
back to state court, and dismissed without prejudice all current and former PPL Corporation directors from the case. In September 2019, the MT Federal
Court granted plaintiffs' motion to remand the case back to state court, and the PPL defendants promptly petitioned the Ninth Circuit Court of Appeals to
grant an appeal of the remand decision. The petition for appeal is under consideration by the Ninth Circuit Court of Appeals.
PPL Corporation et al. vs. Riverstone Holdings LLC, Talen Energy Corporation et al.
On November 30, 2018, PPL, certain PPL affiliates, and certain current and former officers and directors (PPL plaintiffs) filed a complaint in the Court of
Chancery of the State of Delaware seeking various forms of relief against Riverstone, Talen Energy and certain of their affiliates (Delaware Action). In the
complaint, the PPL plaintiffs ask the Delaware Court of Chancery for declaratory and injunctive relief. This includes a declaratory judgment that, under the
separation agreement governing the spinoff of PPL Energy Supply, all related claims that arise must be heard in Delaware; that the statute of limitations in
Delaware and the spinoff agreement bar these claims at this point; that PPL is not liable for the claims in either the Talen Direct Action or the Talen Putative
Class Action as PPL Montana was solvent at all relevant times; and that the separation agreement requires that Talen Energy indemnify PPL for all losses
arising from the debts of Talen Montana, among other things. PPL's complaint also seeks damages against Riverstone for interfering with the separation
agreement and against Riverstone affiliates for breach of the implied covenant of good faith and fair dealing. The complaint was subsequently amended on
January 11, 2019 and March 20, 2019, including to add claims related to indemnification with respect to the Talen Direct Action and the Talen Putative
Class Action (together, the Montana Actions), request a declaration that the Montana Actions are time-barred under the spinoff agreements, and allege
additional facts to support the tortious interference claim. In April 2019, the defendants filed motions to dismiss the amended complaint. In July 2019, the
Court heard oral arguments from the parties regarding the motions to dismiss. On October 23, 2019, the Delaware Court of Chancery returned its opinion
on the defendants’ motions to dismiss sustaining all of the PPL plaintiffs' claims except for the claim for breach of implied covenant of good faith and fair
dealing.
With respect to each of the Talen-related matters described above, PPL believes that the 2014 distribution of proceeds was made in compliance with all
applicable laws and that PPL Montana was solvent at all relevant times. Additionally, the agreements entered into in connection with the spinoff, which
PPL and affiliates of Talen Energy and Riverstone negotiated and executed prior to the 2014 distribution, directly address the treatment of the proceeds
from the sale of PPL Montana's hydroelectric generating facilities; in those agreements, Talen Energy and Riverstone definitively agreed that PPL was
entitled to retain the proceeds.
PPL believes that it has meritorious defenses to the claims made in the Montana Actions and intends to continue to vigorously defend against these actions.
The Montana Actions and the Delaware Action are all in the early stages of litigation; at this time, PPL cannot predict the outcome of these matters or
estimate the range of possible losses, if any, that PPL might incur as a result of the claims, although they could be material.
Cane Run Environmental Claims (PPL, LKE and LG&E)
In December 2013, six residents, on behalf of themselves and others similarly situated, filed a class action complaint against LG&E and PPL in the U.S.
District Court for the Western District of Kentucky (U.S. District Court) alleging violations of the Clean Air Act, RCRA, and common law claims of
nuisance, trespass and negligence. These plaintiffs seek injunctive relief and civil penalties, plus costs and attorney fees, for the alleged statutory violations.
Under the common law claims, these plaintiffs seek monetary compensation and punitive damages for property damage and diminished property values for
a class consisting of residents within four miles of the Cane Run plant, which retired three coal-fired units in 2015. In their individual capacities, these
plaintiffs sought compensation for alleged adverse health effects. In July 2014, the court dismissed the RCRA claims and
55

Table of Contents

all but one Clean Air Act claim, but declined to dismiss the common law tort claims. In November 2016, the plaintiffs filed an amended complaint
removing the personal injury claims and removing certain previously named plaintiffs. In February 2017, the U.S. District Court issued an Order dismissing
PPL as a defendant and dismissing the final federal claim against LG&E. In April 2017, the U.S. District Court issued an Order declining to exercise
supplemental jurisdiction on the state law claims and dismissed the case in its entirety. In June 2017, the plaintiffs filed a class action complaint in Jefferson
County, Kentucky Circuit Court, against LG&E alleging state law nuisance, negligence and trespass tort claims. The plaintiffs seek compensatory and
punitive damages for alleged property damage due to purported plant emissions on behalf of a class of residents within one to three miles of the plant.
Proceedings are currently underway regarding potential class certification, for which a decision may be rendered in 2019. PPL, LKE and LG&E cannot
predict the outcome of this matter and an estimate or range of possible losses cannot be determined.
E.W. Brown Environmental Claims (PPL, LKE and KU)
In July 2017, the Kentucky Waterways Alliance and the Sierra Club filed a citizen suit complaint against KU in the U.S. District Court for the Eastern
District of Kentucky (U.S. District Court) alleging discharges at the E.W. Brown plant in violation of the Clean Water Act and the plant’s water discharge
permit and alleging contamination that may present an imminent and substantial endangerment in violation of the RCRA. The plaintiffs’ suit relates to prior
notices of intent to file a citizen suit submitted in October and November 2015 and October 2016. These plaintiffs sought injunctive relief ordering KU to
take all actions necessary to comply with the Clean Water Act and RCRA, including ceasing the discharges in question, abating effects associated with prior
discharges and eliminating the alleged imminent and substantial endangerment. These plaintiffs also sought assessment of civil penalties and an award of
litigation costs and attorney fees. In December 2017 the U.S. District Court issued an Order dismissing the Clean Water Act and RCRA complaints against
KU in their entirety. In January 2018, the plaintiffs appealed the dismissal Order to the U.S. Court of Appeals for the Sixth Circuit. In September 2018, the
U.S. Court of Appeals for the Sixth Circuit issued its ruling affirming the lower court's decision to dismiss the Clean Water Act claims but reversing its
dismissal of the RCRA claims against KU and remanding the latter to the U.S. District Court. In October 2018, KU filed a petition for rehearing to the U.S.
Court of Appeals for the Sixth Circuit regarding the RCRA claims. In November 2018, the U.S. Court of Appeals for the Sixth Circuit denied KU's petition
for rehearing regarding the RCRA claims. On January 8, 2019, KU filed an answer to plaintiffs’ complaint in the U.S. District Court. A trial has been
scheduled to begin on October 5, 2020. PPL, LKE and KU cannot predict the outcome of these matters and an estimate or range of possible losses cannot
be determined.
KU is undertaking extensive remedial measures at the E.W. Brown plant including closure of the former ash pond, implementation of a groundwater
remedial action plan and performance of a corrective action plan including aquatic study of adjacent surface waters and risk assessment. The aquatic study
and risk assessment was undertaken pursuant to a 2017 agreed Order with the Kentucky Energy and Environment Cabinet (KEEC). KU conducted sampling
of Herrington Lake in 2017 and 2018. KU submitted the required aquatic study and risk assessment, conducted by an independent third-party consultant, to
the KEEC in June 2019 finding that discharges from the E.W. Brown plant have not had any significant impact on Herrington Lake and that the water in the
lake is safe for recreational use and meets safe drinking water standards. However, until the KEEC assesses the study and issues any regulatory
determinations, PPL, LKE and KU are unable to determine whether additional remedial measures will be required at the E.W. Brown plant.
Regulatory Issues (All Registrants)
See Note 7 for information on regulatory matters related to utility rate regulation.
Electricity - Reliability Standards
The NERC is responsible for establishing and enforcing mandatory reliability standards (Reliability Standards) regarding the bulk electric system in North
America. The FERC oversees this process and independently enforces the Reliability Standards.
The Reliability Standards have the force and effect of law and apply to certain users of the bulk electric system, including electric utility companies,
generators and marketers. Under the Federal Power Act, the FERC may assess civil penalties for certain violations.
PPL Electric, LG&E and KU monitor their compliance with the Reliability Standards and self-report or self-log potential violations of applicable reliability
requirements whenever identified, and submit accompanying mitigation plans, as required. The resolution of a small number of potential violations is
pending. Penalties incurred to date have not been significant. Any
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Regional Reliability Entity (including RFC or SERC) determination concerning the resolution of violations of the Reliability Standards remains subject to
the approval of the NERC and the FERC.
In the course of implementing their programs to ensure compliance with the Reliability Standards by those PPL affiliates subject to the standards, certain
other instances of potential non-compliance may be identified from time to time. The Registrants cannot predict the outcome of these matters, and an
estimate or range of possible losses cannot be determined.
Environmental Matters
(All Registrants)
Due to the environmental issues discussed below or other environmental matters, it may be necessary for the Registrants to modify, curtail, replace or cease
operation of certain facilities or performance of certain operations to comply with statutes, regulations and other requirements of regulatory bodies or
courts. In addition, legal challenges to new environmental permits or rules add to the uncertainty of estimating the future cost of these permits and rules.
WPD's distribution businesses are subject to certain statutory and regulatory environmental requirements. It may be necessary for WPD to incur significant
compliance costs, which costs may be recoverable through rates subject to the approval of Ofgem. PPL believes that WPD has taken and continues to take
measures to comply with all applicable environmental laws and regulations.
LG&E and KU are entitled to recover, through the ECR mechanism, certain costs of complying with the Clean Air Act, as amended, and those federal, state
or local environmental requirements applicable to coal combustion wastes and by-products from facilities that generate electricity from coal combustion in
accordance with approved compliance plans. Costs not covered by the ECR mechanism for LG&E and KU and all such costs for PPL Electric are subject to
rate recovery before the companies' respective state regulatory authorities, or the FERC, if applicable. Because neither WPD nor PPL Electric owns any
generating plants, their exposure to related environmental compliance costs is reduced. PPL, PPL Electric, LKE, LG&E and KU can provide no assurances
as to the ultimate outcome of future environmental or rate proceedings before regulatory authorities.
Air
(PPL, LKE, LG&E and KU)
NAAQS
The Clean Air Act, which regulates air pollutants from mobile and stationary sources in the United States, has a significant impact on the operation of fossil
fuel generation plants. Among other things, the Clean Air Act requires the EPA periodically to review and establish concentration levels in the ambient air
for six pollutants to protect public health and welfare. The six pollutants are carbon monoxide, lead, nitrogen dioxide, ozone (contributed to by nitrogen
oxide emissions), particulate matter and sulfur dioxide. The established concentration levels for these six pollutants are known as NAAQS. Under the Clean
Air Act, the EPA is required to reassess the NAAQS on a five-year schedule.
Federal environmental regulations of these six pollutants require states to adopt implementation plans, known as state implementation plans, which detail
how the state will attain the standards that are mandated by the relevant law or regulation. Each state identifies the areas within its boundaries that meet the
NAAQS (attainment areas) and those that do not (non-attainment areas), and must develop a state implementation plan both to bring non-attainment areas
into compliance with the NAAQS and to maintain good air quality in attainment areas. In addition, for attainment of ozone and fine particulates standards,
states in the eastern portion of the country, including Kentucky, are subject to a regional program developed by the EPA known as the Cross-State Air
Pollution Rule. The NAAQS, future revisions to the NAAQS and state implementation plans, or future revisions to regional programs, may require
installation of additional pollution controls, the costs of which PPL, LKE, LG&E and KU believe are subject to cost recovery.
Although PPL, LKE, LG&E and KU do not anticipate significant costs to comply with these programs, changes in market or operating conditions could
result in different costs than anticipated.
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Ozone
The EPA issued the current ozone standard in October 2015. The states and the EPA are required to determine (based on ambient air monitoring data) those
areas that meet the standard and those that are in nonattainment. In April 2018, the EPA designated Jefferson County, Kentucky (Louisville) as being in
nonattainment with the ozone standard. Although implementation of the 2015 ozone standard could potentially require the addition of SCRs at LG&E's Mill
Creek station, PPL, LKE and LG&E are unable to determine what, if any, compliance measures may ultimately be required until the Louisville Metro Air
Pollution District prepares a state implementation plan.
States are also obligated to address interstate transport issues associated with ozone standards through the establishment of "good neighbor" state
implementation plans for those states that are found to contribute significantly to another state's non-attainment. As a result of a partial consent decree
addressing claims regarding federal implementation, the EPA and several states, including Kentucky, have evaluated the need for further nitrogen oxide
reductions from fossil-fueled plants to address interstate impacts. In July 2018, the EPA approved Kentucky's proposed state implementation plan finding
that no additional reductions beyond existing and planned controls set forth in Kentucky's existing State Implementation Plan are necessary to prevent
Kentucky from contributing significantly to any other state’s nonattainment. In September 2018, the EPA denied petitions filed by Maryland and Delaware
and in September 2019, denied a petition filed by New York alleging that states including Kentucky and Pennsylvania contribute to nonattainment in the
petitioning states. PPL, LKE, LG&E and KU are unable to predict the outcome of ongoing and future evaluations by the EPA and the states, or whether
such evaluations could potentially result in requirements for nitrogen oxide reductions beyond those currently required under the Cross-State Air Pollution
Rule.
Climate Change
There is continuing world-wide attention focused on issues related to climate change. In June 2016, President Obama announced that the United States,
Canada and Mexico established the North American Climate, Clean Energy, and Environment Partnership Plan, which specifies actions to promote clean
energy, address climate change and protect the environment. The plan includes a goal to provide 50% of the energy used in North America from clean
energy sources by 2025. The plan does not impose any nation-specific requirements.
In December 2015, 195 nations, including the U.S., signed the Paris Agreement on Climate, which establishes a comprehensive framework for the
reduction of GHG emissions from both developed and developing nations. Although the agreement does not establish binding reduction requirements, it
requires each nation to prepare, communicate, and maintain GHG reduction commitments. Reductions can be achieved in a variety of ways, including
energy conservation, power plant efficiency improvements, reduced utilization of coal-fired generation or replacing coal-fired generation with natural gas or
renewable generation. Based on the EPA's rules issued in 2015 imposing GHG emission standards for both new and existing power plants, the U.S.
committed to an initial reduction target of 26% to 28% below 2005 levels by 2025. However, on June 1, 2017, President Trump announced a plan to
withdraw from the Paris Agreement and undertake negotiations to reenter the current agreement or enter a new agreement on terms more favorable to the
U.S. Under the terms of the Paris Agreement, any U.S. withdrawal would not be complete until November 2020. PPL, LKE, LG&E and KU cannot predict
the outcome of such regulatory actions or the impact, if any, on plant operations, rate treatment or future capital or operating needs.
The U.K. has enacted binding carbon reduction requirements that are applicable to WPD. WPD is subject to requirements under the Streamlined Energy
and Carbon Reporting framework along with a tax (called “Climate Change Levy”). The cost of the tax is not significant and is included in WPD’s
operating expenses.
The EPA's Affordable Clean Energy Rule
In 2015, the EPA finalized rules imposing stringent GHG emission standards for both new and existing power plants based on plant specific energy
efficiency upgrades, fuel switching from coal to natural gas, and deployment of renewable generation (the Clean Power Plan).
Following legal challenges to the Clean Power Plan, a stay of those rules by the U.S. Supreme Court and the March 2017 Executive Order requiring the
EPA to review the Clean Power Plan, in October 2017, the EPA proposed to rescind the Clean Power Plan. In July 2019, the EPA rescinded the Clean
Power Plan and finalized the Affordable Clean Energy (ACE) Rule as a replacement with respect to existing sources. The ACE Rule gives states broad
latitude in establishing emission guidelines providing for plant-specific efficiency upgrades or "heat-rate improvements" that will reduce GHG emissions
per unit of electricity generated. The ACE Rule provides a list of "candidate technologies" that will be considered by the states in
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establishing standards of performance on a case by case basis at individual power plants. States are generally allowed three years to submit state plans
establishing standards of performance. While compliance deadlines will be imposed on a plant-specific basis, the EPA anticipates that most facilities will be
required to demonstrate compliance within two years of plan approval. In the final rule, the EPA did not finalize its proposed new criteria for determining
whether such efficiency projects would trigger New Source Review and thus be subject to more stringent emission controls. Instead, the agency intends to
take final action on the proposed New Source Review revisions in a separate final action at a later date. Various entities have filed petitions for review and
petitions for reconsideration. PPL, LKE, LG&E and KU cannot predict the outcome of the pending litigation and regulatory proceedings.
The Kentucky General Assembly passed legislation in April 2014 limiting the measures that the Kentucky Energy and Environment Cabinet may consider
in setting performance standards to comply with federal requirements for GHG emission reductions. The legislation provides that such state GHG
performance standards will be strictly based on emission reductions, efficiency measures and other improvements available at each power plant. These
statutory restrictions are broadly consistent with the EPA's ACE Rule.
LG&E and KU are monitoring developments at the state and federal level. Until legal challenges and regulatory determinations relating to repeal and
replacement of the Clean Power Plan are completed and the state determines implementation measures, PPL, LKE, LG&E and KU cannot predict the
potential impact, if any, on plant operations, future capital or operating costs. PPL, LKE, LG&E and KU believe that the costs, which could be significant,
would be subject to rate recovery.
Sulfuric Acid Mist Emissions (PPL, LKE and LG&E)
In June 2016, the EPA issued a notice of violation under the Clean Air Act alleging that LG&E violated applicable rules relating to sulfuric acid mist
emissions at its Mill Creek plant. The notice alleges failure to install proper controls, failure to operate the facility consistent with good air pollution control
practice, and causing emissions exceeding applicable requirements or constituting a nuisance or endangerment. LG&E believes it has complied with
applicable regulations during the relevant time period. Discussions between the EPA and LG&E are ongoing. The parties have entered into a tolling
agreement with respect to this matter through January 31, 2020. The parties are conducting initial negotiations regarding potential settlement of the matter.
PPL, LKE and LG&E are unable to predict the outcome of this matter or the potential impact on operations of the Mill Creek plant, including increased
capital or operating costs, and potential civil penalties or remedial measures, if any.
Water/Waste
(PPL, LKE, LG&E and KU)
CCRs
In April 2015, the EPA published its final rule regulating CCRs. CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes. The rule became
effective in October 2015. It imposes extensive new requirements, including location restrictions, design and operating standards, groundwater monitoring
and corrective action requirements, and closure and post-closure care requirements on CCR impoundments and landfills that are not already closed and
located on active power plants in the United States. Under the rule, CCRs are regulated as non-hazardous under Subtitle D of RCRA and beneficial use of
CCRs is allowed, with some restrictions. The rule's requirements for covered CCR impoundments and landfills include implementation of groundwater
monitoring and commencement or completion of closure activities generally between three and ten years from certain triggering events. The rule requires
posting of compliance documentation on a publicly accessible website. Industry groups, environmental groups, individual companies and others have filed
legal challenges to the final rule, which are pending before the D.C. Circuit Court of Appeals. In March 2018, the EPA proposed amendments to the CCR
rule primarily relating to impoundment closure and remediation requirements. In July 2018, the EPA published in the Federal Register a final rule extending
the deadline for closure of certain impoundments to October 2020 and adopting substantive changes relating to certifications, suspensions of groundwater
monitoring and groundwater protection standards for certain constituents. In July 2019, the EPA released proposed amendments to the CCR Rule relating to
reporting, public information, boron standards, beneficial use and waste piles. The EPA released additional proposed amendments to the rule on November
4, 2019, with further proposed amendments expected in the future. In August 2018, the D.C. Circuit Court of Appeals vacated and remanded portions of the
CCR rule including provisions allowing unlined impoundments to continue operating and exempting inactive impoundments at inactive plants from
regulation. As a result of subsequent challenges to the CCR Rule amendments, on March 13, 2019, the D.C. Circuit Court granted the EPA’s motion for
voluntary remand of the amended rule without voiding it. Consequently, the CCR Rule amendments, including the extended compliance deadline, will
remain in place as the EPA considers further rule amendments and revisions. PPL, LKE, LG&E and KU are unable to predict the outcome of the ongoing
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rulemaking or potential impacts on current LG&E and KU compliance plans. Associated costs are expected to be subject to rate recovery. The Registrants
are currently finalizing closure plans and schedules.
In January 2017, the Kentucky Energy and Environment Cabinet issued a new state rule relating to CCR management aimed at reflecting the requirements
of the federal CCR rule. As a result of a subsequent legal challenge in January 2018, the Franklin County, Kentucky Court issued an opinion invalidating
certain procedural elements of the rule. LG&E and KU presently operate their facilities under continuing permits authorized under the former program and
do not currently anticipate material impacts as a result of the judicial ruling. The Kentucky Energy and Environmental Cabinet has announced it expects to
propose new state rules in 2019 aimed at addressing the procedural deficiencies identified by the court and providing the regulatory framework necessary
for operation of the state CCR program in lieu of the federal CCR Rule, as provided by applicable law. Associated costs are expected to be subject to rate
recovery.
LG&E and KU received KPSC approval for a compliance plan providing for the closure of impoundments at the Mill Creek, Trimble County, E.W. Brown,
and Ghent stations, and construction of process water management facilities at those plants. In addition to the foregoing measures required for compliance
with the federal CCR rule, KU also received KPSC approval for its plans to close impoundments at the retired Green River, Pineville and Tyrone plants to
comply with applicable state law. Since 2017, LG&E and KU have commenced closure of many of the subject impoundments and have completed closure
of some of the smaller impoundments. LG&E and KU expect to commence closure of the remaining impoundments no later than October 31, 2020. LG&E
and KU generally expect to complete impoundment closures within five years of commencement, although a longer period may be required to complete
closure of some facilities. Associated costs are expected to be subject to rate recovery.
In connection with the final CCR rule, LG&E and KU recorded adjustments to existing AROs beginning in 2015 and continue to record adjustments as
required. See Note 16 below and Note 19 in the Registrants' 2018 Form 10-K for additional information. Further changes to AROs, current capital plans or
operating costs may be required as estimates are refined based on closure developments, groundwater monitoring results, and regulatory or legal
proceedings. Costs relating to this rule are subject to rate recovery.
Clean Water Act
Regulations under the federal Clean Water Act dictate permitting and mitigation requirements for facilities and construction projects in the United States.
Many of those requirements relate to power plant operations, including requirements related to the treatment of pollutants in effluents prior to discharge, the
temperature of effluent discharges and the location, design and construction of cooling water intake structures at generating facilities, standards intended to
protect aquatic organisms that become trapped at or pulled through cooling water intake structures at generating facilities. The requirements could impose
significant costs for LG&E and KU, which are subject to rate recovery.
Clean Water Act Jurisdiction
For several years the EPA has been seeking to clarify which discharges are subject to the Clean Water Act. The issue is primarily significant to PPL's
operations with respect to discharges to groundwater from ash basins. There has been substantial disagreement over whether Clean Water Act jurisdiction
covers discharges of contaminants to groundwater which reach surface water via a direct hydrologic connection. In particular, various environmental groups
and other stakeholders argue that leaking impoundments located at coal-fired power plants are subject to Clean Water Act jurisdiction, while facility owners
and many states contend that such situations are more appropriately addressed under the EPA's CCR Rule and state regulatory programs.
Most recently, on April 12, 2019, the EPA released an interpretive statement concluding that Clean Water Act jurisdiction does not cover discharges to
groundwater regardless of any hydrologic connection between groundwater and jurisdictional surface water.
The issue has been subject to extensive litigation in federal courts including the citizen suit filed against KU with respect to its E.W. Brown plant, as
discussed under “Legal Matters” - “E.W. Brown Environmental Claims” above, resulting in contradictory rulings by courts in different jurisdictions. On
February 19, 2019, the U.S. Supreme Court agreed to review a lower court ruling on the issue. The U.S. Supreme Court’s ruling in that case, likely to be
issued in the first half of 2020, is expected to provide additional clarification on the scope of Clean Water Act jurisdiction. Extending Clean Water Act
jurisdiction to such discharges could potentially subject certain releases from CCR impoundments to additional permitting and remediation requirements.
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PPL, LKE, LG&E and KU are unable to predict the outcome of current or future regulatory proceedings or litigation or potential impacts on current LG&E
and KU compliance plans.
ELGs
In September 2015, the EPA released its final ELGs for wastewater discharge permits for new and existing steam electric generating facilities. The rule
provides strict technology-based discharge limitations for control of pollutants in scrubber wastewater, fly ash and bottom ash transport water, mercury
control wastewater, gasification wastewater and combustion residual leachate. The new guidelines require deployment of additional control technologies
providing physical, chemical and biological treatment of wastewaters. The guidelines also mandate operational changes including "no discharge"
requirements for fly ash and bottom ash transport waters and mercury control wastewaters. The implementation date for individual generating stations will
be determined by the states on a case-by-case basis according to criteria provided by the EPA. Industry groups, environmental groups, individual companies
and others have filed legal challenges to the final rule, which have been consolidated before the U.S. Court of Appeals for the Fifth Circuit. In April 2017,
the EPA announced that it would grant petitions for reconsideration of the rule. In September 2017, the EPA published in the Federal Register a proposed
rule that would postpone the compliance date for requirements relating to bottom ash transport waters and scrubber wastewaters discharge limits. The
proposed rule is expected to be finalized by the end of 2019. On April 12, 2019, the U.S. Court of Appeals for the Fifth Circuit vacated and remanded
portions of the ELGs concerning legacy wastewater and CCR leachate. The EPA released proposed rules on November 4, 2019 and expects to complete its
reconsideration of best available technology standards by the fall of 2020. Upon completion of the ongoing regulatory proceedings, the rule will be
implemented by the states in the course of their normal permitting activities. LG&E and KU are developing compliance strategies and schedules. PPL,
LKE, LG&E and KU are unable to predict the outcome of the EPA's pending reconsideration of the rule or fully estimate compliance costs or timing.
Additionally, certain aspects of these compliance plans and estimates relate to developments in state water quality standards, which are separate from the
ELG rule or its implementation. Costs to comply with ELGs or other discharge limits are expected to be significant. Certain costs are included in the
Registrants’ capital plans and are subject to rate recovery.
Seepages and Groundwater Infiltration
In addition to the actions described above, LG&E and KU have completed, or are completing, assessments of seepages or groundwater infiltration at
various facilities and have completed, or are working with agencies to implement, further testing, monitoring or abatement measures, where applicable.
Depending on the circumstances in each case, certain costs, which may be subject to rate recovery, could be significant. LG&E and KU cannot currently
estimate a possible loss or range of possible losses related to this matter.
(PPL Electric, LG&E and KU)
and Other Remediation
-Superfund
----------------

PPL Electric, LG&E and KU are potentially responsible for investigating, responding to agency inquiries, implementing various preventative measures,
and/or remediating contamination under programs other than those described in the sections above. These include a number of former coal gas
manufacturing plants in Pennsylvania and Kentucky previously owned or operated or currently owned by predecessors or affiliates of PPL Electric, LG&E
and KU. To date, the costs of these sites have not been significant.
There are additional sites formerly owned or operated by PPL Electric, LG&E and KU predecessors or affiliates. PPL Electric, LG&E and KU lack
sufficient information about such additional sites to estimate any potential liability they may have or a range of reasonably possible losses, if any, related to
these matters.
PPL Electric is potentially responsible for a share of the costs at several sites listed by the EPA under the federal Superfund program, including the
Columbia Gas Plant site and the Brodhead site. Clean-up actions have been or are being undertaken at all of these sites, the costs of which have not been,
and are not expected to be, significant to PPL Electric.
The EPA is evaluating the risks associated with polycyclic aromatic hydrocarbons and naphthalene, chemical by-products of coal gas manufacturing. As a
result of the EPA's evaluation, individual states may establish stricter standards for water quality and soil cleanup. This could require several PPL
subsidiaries to take more extensive assessment and remedial actions at former coal gas manufacturing plants. PPL, PPL Electric, LKE, LG&E and KU
cannot estimate a range of reasonably possible losses, if any, related to these matters.
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From time to time, PPL's subsidiaries in the United States undertake testing, monitoring or remedial action in response to notices of violations, spills or
other releases at various on-site and off-site locations, negotiate with the EPA and state and local agencies regarding actions necessary to comply with
applicable requirements, negotiate with property owners and other third parties alleging impacts from PPL's operations and undertake similar actions
necessary to resolve environmental matters that arise in the course of normal operations. Based on analyses to date, resolution of these environmental
matters is not expected to have a significant adverse impact on the operations of PPL Electric, LG&E and KU.
PPL Electric had a recorded liability of $11 million at September 30, 2019 and December 31, 2018 representing its best estimate of the probable loss
incurred to remediate the sites noted in this section. Depending on the outcome of investigations at sites where investigations have not begun or been
completed, or developments at sites for which information is incomplete, additional costs of remediation could be incurred; however, such costs are not
expected to be significant.
Future cleanup or remediation work at sites not yet identified may result in significant additional costs for PPL, PPL Electric, LKE, LG&E and KU.
Insurance policies maintained by LKE, LG&E and KU may be available to cover certain costs or other obligations related to these matters, but the amount
of insurance coverage or reimbursement cannot be estimated or assured.
Other
Guarantees and Other Assurances
(All Registrants)
In the normal course of business, the Registrants enter into agreements that provide financial performance assurance to third parties on behalf of certain
subsidiaries. Such agreements include, for example, guarantees, stand-by letters of credit issued by financial institutions and surety bonds issued by
insurance companies. These agreements are entered into primarily to support or enhance the creditworthiness attributed to a subsidiary on a stand-alone
basis or to facilitate the commercial activities in which these subsidiaries engage.
(PPL)
PPL fully and unconditionally guarantees all of the debt securities of PPL Capital Funding.
(All Registrants)
The table below details guarantees provided as of September 30, 2019. "Exposure" represents the estimated maximum potential amount of future payments
that could be required to be made under the guarantee. The probability of expected payment/performance under each of these guarantees is remote except
for "WPD guarantee of pension and other obligations of unconsolidated entities," for which PPL has a total recorded liability of $5 million at September 30,
2019 and $6 million at December 31, 2018. For reporting purposes, on a consolidated basis, all guarantees of PPL Electric, LKE, LG&E and KU also apply
to PPL, and all guarantees of LG&E and KU also apply to LKE.
Exposure at
September 30, 2019
PPL
Indemnifications related to the WPD Midlands acquisition

Expiration
Date

(a)

WPD indemnifications for entities in liquidation and sales of assets

$

WPD guarantee of pension and other obligations of unconsolidated entities

10 (b)

2021

77 (c)

PPL Electric
Guarantee of inventory value

26 (d)

2020

200 (e)

2021

LKE
Indemnification of lease termination and other divestitures
LG&E and KU
LG&E and KU obligation of shortfall related to OVEC

(f)

62

Table of Contents

(a)

Indemnifications related to certain liabilities, including a specific unresolved tax issue and those relating to properties and assets owned by the seller that were transferred to WPD Midlands
in connection with the acquisition. A cross indemnity has been received from the seller on the tax issue. The maximum exposure and expiration of these indemnifications cannot be
estimated because the maximum potential liability is not capped and the expiration date is not specified in the transaction documents.

(b)

Indemnification to the liquidators and certain others for existing liabilities or expenses or liabilities arising during the liquidation process. The indemnifications are limited to distributions
made from the subsidiary to its parent either prior or subsequent to liquidation or are not explicitly stated in the agreements. The indemnifications generally expire two to seven years
subsequent to the date of dissolution of the entities. The exposure noted only includes those cases where the agreements provide for specific limits.

(c)

In connection with their sales of various businesses, WPD and its affiliates have provided the purchasers with indemnifications that are standard for such transactions, including
indemnifications for certain pre-existing liabilities and environmental and tax matters or have agreed to continue their obligations under existing third-party guarantees, either for a set period
of time following the transactions or upon the condition that the purchasers make reasonable efforts to terminate the guarantees. Additionally, WPD and its affiliates remain secondarily
responsible for lease payments under certain leases that they have assigned to third parties.
Relates to certain obligations of discontinued or modified electric associations that were guaranteed at the time of privatization by the participating members. Costs are allocated to the
members and can be reallocated if an existing member becomes insolvent. At September 30, 2019, WPD has recorded an estimated discounted liability for which the expected
payment/performance is probable. Neither the expiration date nor the maximum amount of potential payments for certain obligations is explicitly stated in the related agreements, and as a
result, the exposure has been estimated.

(d)

A third-party logistics firm provides inventory procurement and fulfillment services. The logistics firm has title to the inventory, however, upon termination of the contracts, PPL Electric has
guaranteed to purchase any remaining inventory that has not been used or sold.

(e)

LKE provides certain indemnifications covering the due and punctual payment, performance and discharge by each party of its respective obligations. The most comprehensive of these
guarantees is the LKE guarantee covering operational, regulatory and environmental commitments and indemnifications made by WKE under a 2009 Transaction Termination Agreement.
This guarantee has a term of 12 years ending July 2021, and a maximum exposure of $200 million, exclusive of certain items such as government fines and penalties that may exceed the
maximum. Additionally, LKE has indemnified various third parties related to historical obligations for other divested subsidiaries and affiliates. The indemnifications vary by entity and the
maximum exposures range from being capped at the sale price to no specified maximum. LKE could be required to perform on these indemnifications in the event of covered losses or
liabilities being claimed by an indemnified party. LKE cannot predict the ultimate outcomes of the various indemnification scenarios, but does not expect such outcomes to result in
significant losses above the amounts recorded.

(f)

Pursuant to the OVEC power purchase contract, LG&E and KU are obligated to pay for their share of OVEC's excess debt service, post-retirement and decommissioning costs, as well as
any shortfall from amounts included within a demand charge designed and expected to cover these costs over the term of the contract. LKE's proportionate share of OVEC's outstanding debt
was $111 million at September 30, 2019, consisting of LG&E's share of $77 million and KU's share of $34 million. The maximum exposure and the expiration date of these potential
obligations are not presently determinable. See "Energy Purchase Commitments" in Note 13 in PPL's, LKE's, LG&E's and KU's 2018 Form 10-K for additional information on the OVEC
power purchase contract.
In March 2018, a co-sponsor with a pro-rata share of certain OVEC obligations of 4.85% filed for bankruptcy under Chapter 11 and, in August 2018, received a rejection order for the OVEC
power purchase contract in the bankruptcy proceeding. In October 2019, the bankruptcy court issued an order confirming the co-sponsor's proposed reorganization plan. The plan's effective
date remains subject to certain conditions precedent, including remaining regulatory approvals, and to relevant current or future appellate rights or proceedings. OVEC and certain of its
sponsors, including LG&E and KU, are analyzing certain potential additional credit support actions to preserve OVEC's access to credit markets or mitigate risks or adverse impacts relating
thereto, including increased interest costs, establishing or continuing debt reserve accounts or other changes involving OVEC's existing short and long-term debt. The ultimate outcome of
these matters, including the co-sponsor bankruptcy and related appellate or regulatory proceedings and challenges and any other potential impact on LG&E's and KU's obligations relating to
OVEC debt under the power purchase contract, cannot be predicted.

The Registrants provide other miscellaneous guarantees through contracts entered into in the normal course of business. These guarantees are primarily in
the form of indemnification or warranties related to services or equipment and vary in duration. The amounts of these guarantees often are not explicitly
stated, and the overall maximum amount of the obligation under such guarantees cannot be reasonably estimated. Historically, no significant payments have
been made with respect to these types of guarantees and the Registrants believe the probability of payment/performance under these guarantees is remote.
PPL, on behalf of itself and certain of its subsidiaries, maintains insurance that covers liability assumed under contract for bodily injury and property
damage. The coverage provides maximum aggregate coverage of $225 million. This insurance may be applicable to obligations under certain of these
contractual arrangements.
12. Related Party Transactions
Support Costs (PPL Electric, LKE, LG&E and KU)
PPL Services, PPL EU Services and LKS provide PPL, PPL Electric, LKE, their respective subsidiaries, including LG&E and KU, and each other with
administrative, management and support services. For all services companies, the costs of directly assignable and attributable services are charged to the
respective recipients as direct support costs. General costs that cannot be directly assigned or attributed to a specific entity are allocated and charged to the
respective recipients as indirect support costs. PPL Services and PPL EU Services use a three-factor methodology that includes the applicable recipients'
invested capital, operation and maintenance expenses and number of employees to allocate indirect costs. PPL Services may also use a ratio of overall
direct and indirect costs or a weighted average cost ratio. LKS bases its indirect allocations on the subsidiaries' number of employees, total assets, revenues,
number of customers and/or other statistical information. PPL Services, PPL EU Services
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and LKS charged the following amounts for the periods ended September 30, including amounts applied to accounts that are further distributed between
capital and expense on the books of the recipients, based on methods that are believed to be reasonable.
Three Months
2019
PPL Electric from PPL Services

$

LKE from PPL Services

Nine Months
2018

14

$

2019
14

$

2018
43

$

45

6

5

20

19

PPL Electric from PPL EU Services

38

34

112

110

LG&E from LKS

37

36

112

113

KU from LKS

42

42

126

127

In addition to the charges for services noted above, LKS makes payments on behalf of LG&E and KU for fuel purchases and other costs for products or
services provided by third parties. LG&E and KU also provide services to each other and to LKS. Billings between LG&E and KU relate to labor and
overheads associated with union and hourly employees performing work for the other company, charges related to jointly-owned generating units and other
miscellaneous charges.
Intercompany Borrowings
(PPL Electric)
PPL Energy Funding maintains a $650 million revolving line of credit with a PPL Electric subsidiary. At September 30, 2019, $546 million was
outstanding and reflected in "Notes receivable from affiliate" on the Balance Sheet. No balance was outstanding at December 31, 2018. The interest rates on
borrowings are equal to one-month LIBOR plus a spread. The interest rate on the outstanding borrowing at September 30, 2019 was 3.84% and is reflected
in "Interest Income from Affiliate" on the Statements of Income.
(LKE)
LKE maintains a $375 million revolving line of credit with a PPL Energy Funding subsidiary whereby LKE can borrow funds on a short-term basis at
market-based rates. The interest rates on borrowings are equal to one-month LIBOR plus a spread. At September 30, 2019 and December 31, 2018, $129
million and $113 million were outstanding and reflected in "Notes payable with affiliates" on the Balance Sheets. The interest rates on the outstanding
borrowings at September 30, 2019 and December 31, 2018 were 3.59% and 3.85%. Interest expense on the revolving line of credit was not significant for
the three and nine months ended September 30, 2019 and 2018.
LKE maintains an agreement with a PPL affiliate that has a $300 million borrowing limit whereby LKE can loan funds on a short-term basis at marketbased rates. No balance was outstanding at September 30, 2019 and December 31, 2018. The interest rate on the loan is based on the PPL affiliate's credit
rating and equal to one-month LIBOR plus a spread.
LKE maintains ten-year notes of $400 million and $250 million with a PPL affiliate with interest rates of 3.5% and 4%. At September 30, 2019 and
December 31, 2018, the notes were reflected in "Long-term debt to affiliate" on the Balance Sheets. Interest expense on the $400 million note was $4
million and $11 million for the three and nine months ended September 30, 2019 and 2018. Interest expense on the $250 million note was $3 million and $8
million for the three and nine months ended September 30, 2019 and $3 million and $4 million for the three and nine months ended September 30, 2018.
VEBA Funds Receivable (PPL Electric)
In May 2018, PPL received a favorable private letter ruling from the IRS permitting a transfer of excess funds from the PPL Bargaining Unit Retiree Health
Plan VEBA to a new subaccount within the VEBA, to be used to pay medical claims of active bargaining unit employees. Based on PPL Electric's
participation in PPL’s Other Postretirement Benefit plan, PPL Electric was allocated a portion of the excess funds from PPL Services. These funds have
been recorded as an intercompany receivable on PPL Electric's Balance Sheets. The receivable balance decreases as PPL Electric pays incurred medical
claims and is reimbursed by PPL Services. The intercompany receivable balance associated with these funds was $37 million as of September 30, 2019, of
which $10 million was reflected in "Accounts receivable from affiliates" and $27 million was reflected in "Other noncurrent assets" on the PPL Electric
Balance Sheet. The intercompany receivable balance associated with these funds was $45 million as of December 31, 2018, of which $10 million was
reflected in "Account receivable from affiliates" and $35 million was reflected in "Other noncurrent assets" on the PPL Electric Balance Sheets.
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Other (PPL Electric, LG&E and KU)
See Note 10 for discussions regarding intercompany allocations associated with defined benefits.
13. Other Income (Expense) - net
(PPL)
The details of "Other Income (Expense) - net" for the periods ended September 30, were:
Three Months
2019

Nine Months
2018

2019

2018

Other Income
Economic foreign currency exchange contracts (Note 15)

$

44

Defined benefit plans - non-service credits (Note 10)

$

40

$

56

$

92

77

61

237

Interest income

3

3

12

5

AFUDC - equity component

6

5

17

15

Miscellaneous

195

1

2

6

3

131

111

328

310

Charitable contributions

1

1

3

6

Miscellaneous

4

4

16

7

Total Other Expense

5

5

19

13

Total Other Income
Other Expense

$

Other Income (Expense) - net

126

$

106

$

309

$

297

(PPL Electric)
The details of "Other Income (Expense) - net" for the periods ended September 30, were:
Three Months
2019

Nine Months
2018

2019

2018

Other Income
AFUDC - equity component

$

Defined benefit plans - non-service credits (Note 10)

6

$

5

$

17

$

15

1

1

3

4

Interest income

—

—

1

—

Miscellaneous

—

—

—

1

7

6

21

20

Total Other Income
Other Expense
Charitable contributions

—

1

2

2

Miscellaneous

—

—

1

—

Total Other Expense

—
$

Other Income (Expense) - net

7

1
$

5

3
$

18

2
$

18

14. Fair Value Measurements
(All Registrants)
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date (an exit price). A market approach (generally, data from market transactions), an income approach (generally, present value techniques
and option-pricing models) and/or a cost approach (generally, replacement cost) are used to measure the fair value of an asset or liability, as appropriate.
These valuation approaches incorporate inputs such as observable, independent market data and/or unobservable data that management believes are
predicated on the assumptions market participants would use to price an asset or liability. These inputs may incorporate, as applicable, certain risks such as
nonperformance risk, which includes credit risk. The fair value of a group of financial assets
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and liabilities is measured on a net basis. See Note 1 in each Registrant's 2018 Form 10-K for information on the levels in the fair value hierarchy.
Recurring Fair Value Measurements
The assets and liabilities measured at fair value were:
September 30, 2019
Total

Level 1

December 31, 2018

Level 2

Level 3

Total

Level 1

Level 2

Level 3

PPL
Assets
Cash and cash equivalents

$

Restricted cash and cash equivalents (a)
Special use funds (a):

670

$

20

Money market fund

670

$

—

$

—

$

621

$

621

$

—

$

—

20

—

—

22

22

—

—

2

2

—

—

59

59

—

—

Commingled debt fund measured at NAV (b)

29

—

—

—

—

—

—

—

Commingled equity fund measured at NAV (b)

28

—

—

—

—

—

—

—

59

2

—

—

59

59

—

—

Foreign currency contracts

224

—

224

—

202

—

202

—

Cross-currency swaps

195

—

195

—

135

—

135

—

419

—

419

—

337

—

337

Total special use funds
Price risk management assets (c):

Total price risk management assets
Total assets

$

1,168

$

$

25

$

692

$

419

$

—

$

25

$

—

$

1,039

$

—

$

20

$

—

702

$

337

$

—

$

20

$

—

Liabilities
Price risk management liabilities (c):
Interest rate swaps
Foreign currency contracts
Total price risk management liabilities

3

—

3

$

28

$

—

$

$

27

$

27

$

—

28

$

—

$

2

—

2

—

$

22

$

—

$

—

$

267

$

267

$

—
—

22

$

—

$

—

PPL Electric
Assets
Cash and cash equivalents
Restricted cash and cash equivalents (a)
Total assets

2

2

—

—

2

2

—

—
—

$

29

$

29

$

—

$

—

$

269

$

269

$

—

$

—

$

30

$

30

$

—

$

—

$

24

$

24

$

—

$

—

$

30

$

30

$

—

$

—

$

24

$

24

$

—

$

—

$

25

$

—

$

25

$

—

$

20

$

—

$

20

$

—

$

25

$

—

$

25

$

—

$

20

$

—

$

20

$

—

$

12

$

12

$

—

$

—

$

10

$

10

$

—

$

—

$

12

$

12

$

—

$

—

$

10

$

10

$

—

$

—

LKE
Assets
Cash and cash equivalents
Total assets

Liabilities
Price risk management liabilities:
Interest rate swaps
Total price risk management liabilities

LG&E
Assets
Cash and cash equivalents
Total assets
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September 30, 2019
Total

Level 1

December 31, 2018

Level 2

Level 3

Total

Level 1

Level 2

Level 3

Liabilities
Price risk management liabilities:
Interest rate swaps
Total price risk management liabilities

$

25

$

—

$

25

$

—

$

20

$

—

$

20

$

—

$

25

$

—

$

25

$

—

$

20

$

—

$

20

$

—

$

18

$

18

$

—

$

—

$

14

$

14

$

—

$

—

$

18

$

18

$

—

$

—

$

14

$

14

$

—

$

—

KU
Assets
Cash and cash equivalents
Total assets
(a)

Current portion is included in "Other current assets" and long-term portion is included in "Other noncurrent assets" on the Balance Sheets.

(b)

In accordance with accounting guidance, certain investments that are measured at fair value using net asset value per share (NAV), or its equivalent, have not been classified in the fair value
hierarchy. The fair value amounts presented in the table are intended to permit reconciliation of the fair value hierarchy to the amounts presented in the statement of financial position.

(c)

Current portion is included in "Price risk management assets" and "Other current liabilities" and noncurrent portion is included in "Price risk management assets" and "Other deferred credits
and noncurrent liabilities" on the Balance Sheets.

Special Use Funds
(PPL)
The special use funds are investments restricted for paying active union employee medical costs. In May 2018, PPL received a favorable private letter
ruling from the IRS permitting a transfer of excess funds from the PPL Bargaining Unit Retiree Health Plan VEBA to a new subaccount within the VEBA
to be used to pay medical claims of active bargaining unit employees. In 2019, the funds are invested primarily in commingled debt and equity funds
measured at NAV. In 2018, the funds were invested in money market funds.
Price Risk Management Assets/Liabilities - Interest Rate Swaps/Foreign
Currency------------Contracts/Cross-Currency--Swaps
----(PPL, LKE, LG&E and KU)
To manage interest rate risk, PPL, LKE, LG&E and KU use interest rate contracts such as forward-starting swaps, floating-to-fixed swaps and fixed-tofloating swaps. To manage foreign currency exchange risk, PPL uses foreign currency contracts such as forwards, options and cross-currency swaps that
contain characteristics of both interest rate and foreign currency contracts. An income approach is used to measure the fair value of these contracts, utilizing
readily observable inputs, such as forward interest rates (e.g., LIBOR and government security rates) and forward foreign currency exchange rates (e.g.,
GBP), as well as inputs that may not be observable, such as credit valuation adjustments. In certain cases, market information cannot practicably be
obtained to value credit risk and therefore internal models are relied upon. These models use projected probabilities of default and estimated recovery rates
based on historical observances. When the credit valuation adjustment is significant to the overall valuation, the contracts are classified as Level 3.
Financial Instruments Not Recorded at Fair Value (All Registrants)
The carrying amounts of long-term debt on the Balance Sheets and their estimated fair values are set forth below. Long-term debt is classified as Level 2.
The effect of third-party credit enhancements is not included in the fair value measurement.
September 30, 2019
Carrying
Amount (a)
PPL

$

21,547

December 31, 2018
Carrying
Amount (a)

Fair Value
$

25,506

$

20,599

Fair Value
$

22,939

PPL Electric

4,085

4,764

3,694

3,901

LKE

6,001

6,901

5,502

5,768

LG&E

2,004

2,322

1,809

1,874

KU

2,623

3,064

2,321

2,451

(a)

Amounts are net of debt issuance costs.
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The carrying amounts of other current financial instruments (except for long-term debt due within one year) approximate their fair values because of their
short-term nature.
15. Derivative Instruments and Hedging Activities
Risk Management Objectives
(All Registrants)
PPL has a risk management policy approved by the Board of Directors to manage market risk associated with commodities, interest rates on debt issuances
and foreign exchange (including price, liquidity and volumetric risk) and credit risk (including non-performance risk and payment default risk). The Risk
Management Committee, comprised of senior management and chaired by the Senior Director-Risk Management, oversees the risk management function.
Key risk control activities designed to ensure compliance with the risk policy and detailed programs include, but are not limited to, credit review and
approval, validation of transactions, verification of risk and transaction limits, value-at-risk analyses (VaR, a statistical model that attempts to estimate the
value of potential loss over a given holding period under normal market conditions at a given confidence level) and the coordination and reporting of the
Enterprise Risk Management program.
Market Risk
Market risk includes the potential loss that may be incurred as a result of price changes associated with a particular financial or commodity instrument as
well as market liquidity and volumetric risks. Forward contracts, futures contracts, options, swaps and structured transactions are utilized as part of risk
management strategies to minimize unanticipated fluctuations in earnings caused by changes in commodity prices, interest rates and foreign currency
exchange rates. Many of these contracts meet the definition of a derivative. All derivatives are recognized on the Balance Sheets at their fair value, unless
NPNS is elected.
The following summarizes the market risks that affect PPL and its subsidiaries.
Interest Rate Risk
• PPL and its subsidiaries are exposed to interest rate risk associated with forecasted fixed-rate and existing floating-rate debt issuances. PPL and WPD
hold over-the-counter cross currency swaps to limit exposure to market fluctuations on interest and principal payments from changes in foreign
currency exchange rates and interest rates. PPL, LKE and LG&E utilize over-the-counter interest rate swaps to limit exposure to market fluctuations on
floating-rate debt. PPL, WPD, LKE, LG&E and KU utilize forward starting interest rate swaps to hedge changes in benchmark interest rates, when
appropriate, in connection with future debt issuances.
•

PPL and its subsidiaries are exposed to interest rate risk associated with debt securities and derivatives held by defined benefit plans. This risk is
significantly mitigated to the extent that the plans are sponsored at, or sponsored on behalf of, the regulated domestic utilities and for certain plans at
WPD due to the recovery methods in place.

Foreign Currency Risk (PPL)
• PPL is exposed to foreign currency exchange risk primarily associated with its investments in and earnings of U.K. affiliates.
(All Registrants)
Commodity Price Risk
PPL is exposed to commodity price risk through its domestic subsidiaries as described below.
• PPL Electric is required to purchase electricity to fulfill its obligation as a PLR. Potential commodity price risk is insignificant and mitigated through
its PUC-approved cost recovery mechanism and full-requirement supply agreements to serve its PLR customers which transfer the risk to energy
suppliers.
•

LG&E's and KU's rates include certain mechanisms for fuel, fuel-related expenses and energy purchases. In addition, LG&E's rates include a
mechanism for natural gas supply expenses. These mechanisms generally provide for timely recovery of market price fluctuations associated with these
expenses.
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Volumetric Risk
PPL is exposed to volumetric risk through its subsidiaries as described below.
• WPD is exposed to volumetric risk which is significantly mitigated as a result of the method of regulation in the U.K. Under the RIIO-ED1 price
control regulations, recovery of such exposure occurs on a two year lag. See Note 1 in PPL's 2018 Form 10-K for additional information on revenue
recognition under RIIO-ED1.
•

PPL Electric, LG&E and KU are exposed to volumetric risk on retail sales, mainly due to weather and other economic conditions for which there is
limited mitigation between rate cases.

Equity Securities Price Risk
• PPL and its subsidiaries are exposed to equity securities price risk associated with the fair value of the defined benefit plans' assets. This risk is
significantly mitigated at the regulated domestic utilities and for certain plans at WPD due to the recovery methods in place.
•

PPL is exposed to equity securities price risk from future stock sales and/or purchases.

Credit Risk
Credit risk is the potential loss that may be incurred due to a counterparty's non-performance.
PPL is exposed to credit risk from "in-the-money" interest rate and foreign currency derivatives with financial institutions, as well as additional credit risk
through certain of its subsidiaries, as discussed below.
In the event a supplier of PPL Electric, LG&E or KU defaults on its obligation, those Registrants would be required to seek replacement power or
replacement fuel in the market. In general, subject to regulatory review or other processes, appropriate incremental costs incurred by these entities would be
recoverable from customers through applicable rate mechanisms, thereby mitigating the financial risk for these entities.
PPL and its subsidiaries have credit policies in place to manage credit risk, including the use of an established credit approval process, daily monitoring of
counterparty positions and the use of master netting agreements or provisions. These agreements generally include credit mitigation provisions, such as
margin, prepayment or collateral requirements. PPL and its subsidiaries may request additional credit assurance, in certain circumstances, in the event that
the counterparties' credit ratings fall below investment grade, their tangible net worth falls below specified percentages or their exposures exceed an
established credit limit.
Master Netting Arrangements (PPL, LKE, LG&E and KU)
Net derivative positions on the balance sheets are not offset against the right to reclaim cash collateral (a receivable) or the obligation to return cash
collateral (a payable) under master netting arrangements.
PPL had a $40 million obligation to return cash collateral under master netting arrangements at September 30, 2019 and December 31, 2018.
PPL had no obligation to post cash collateral under master netting arrangements at September 30, 2019 and December 31, 2018.
LKE, LG&E and KU had no obligation to return cash collateral under master netting arrangements at September 30, 2019 and December 31, 2018.
LKE, LG&E and KU had no obligation to post cash collateral under master netting arrangements at September 30, 2019 and December 31, 2018.
See "Offsetting Derivative Instruments" below for a summary of derivative positions presented in the balance sheets where a right of setoff exists under
these arrangements.
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Interest Rate Risk
(All Registrants)
PPL and its subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. A variety of financial derivative instruments are
utilized to adjust the mix of fixed and floating interest rates in their debt portfolios, adjust the duration of the debt portfolios and lock in benchmark interest
rates in anticipation of future financing, when appropriate. Risk limits under PPL's risk management program are designed to balance risk exposure to
volatility in interest expense and changes in the fair value of the debt portfolio due to changes in benchmark interest rates. In addition, the interest rate risk
of certain subsidiaries is potentially mitigated as a result of the existing regulatory framework or the timing of rate cases.
Cash Flow Hedges (PPL)
Interest rate risks include exposure to adverse interest rate movements for outstanding variable rate debt and for future anticipated financings. Financial
interest rate swap contracts that qualify as cash flow hedges may be entered into to hedge floating interest rate risk associated with both existing and
anticipated debt issuances. PPL had no such contracts at September 30, 2019.
At September 30, 2019, PPL held an aggregate notional value in cross-currency interest rate swap contracts of $702 million that range in maturity from
2021 through 2028 to hedge the interest payments and principal of WPD's U.S. dollar-denominated senior notes.
Cash flow hedges are discontinued if it is no longer probable that the original forecasted transaction will occur by the end of the originally specified time
period and any amounts previously recorded in AOCI are reclassified into earnings once it is determined that the hedged transaction is not probable of
occurring.
For the three and nine months ended September 30, 2019 and 2018, PPL had no cash flow hedges reclassified into earnings associated with discontinued
cash flow hedges.
At September 30, 2019, the amount of accumulated net unrecognized after-tax gains (losses) on qualifying derivatives expected to be reclassified into
earnings during the next 12 months is insignificant. Amounts are reclassified as the hedged interest expense is recorded.
Economic Activity (PPL, LKE and LG&E)
LG&E enters into interest rate swap contracts that economically hedge interest payments on variable rate debt. Because realized gains and losses from the
swaps, including terminated swap contracts, are recoverable through regulated rates, any subsequent changes in fair value of these derivatives are included
in regulatory assets or liabilities until they are realized as interest expense. Realized gains and losses are recognized in "Interest Expense" on the Statements
of Income at the time the underlying hedged interest expense is recorded. At September 30, 2019, LG&E held contracts with a notional amount of $147
million that range in maturity through 2033.
Foreign Currency Risk (PPL)
PPL is exposed to foreign currency risk, primarily through investments in and earnings of U.K. affiliates. PPL has adopted a foreign currency risk
management program designed to hedge certain foreign currency exposures, including firm commitments, recognized assets or liabilities, anticipated
transactions and net investments. In addition, PPL enters into financial instruments to protect against foreign currency translation risk of expected GBP
earnings.
Net Investment Hedges
PPL enters into foreign currency contracts on behalf of a subsidiary to protect the value of a portion of its net investment in WPD. There were no contracts
outstanding at September 30, 2019.
At September 30, 2019 and December 31, 2018, PPL had $31 million of accumulated net investment hedge after tax gains (losses) that were included in the
foreign currency translation adjustment component of AOCI.
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Economic Activity
PPL enters into foreign currency contracts on behalf of a subsidiary to economically hedge GBP-denominated anticipated earnings. At September 30, 2019,
the total exposure hedged by PPL was approximately £1 billion (approximately $1.5 billion based on contracted rates). These contracts have termination
dates ranging from October 2019 through December 2020.
Accounting and Reporting
(All Registrants)
All derivative instruments are recorded at fair value on the Balance Sheet as an asset or liability unless NPNS is elected. NPNS contracts include certain
full-requirement purchase contracts and other physical purchase contracts. Changes in the fair value of derivatives not designated as NPNS are recognized
in earnings unless specific hedge accounting criteria are met and designated as such, except for the changes in fair values of LG&E's interest rate swaps that
are recognized as regulatory assets or regulatory liabilities. See Note 7 for amounts recorded in regulatory assets and regulatory liabilities at September 30,
2019 and December 31, 2018.
See Note 1 in each Registrant's 2018 Form 10-K for additional information on accounting policies related to derivative instruments.
(PPL)
The following table presents the fair value and location of derivative instruments recorded on the Balance Sheets.
September 30, 2019
Derivatives designated as
hedging instruments
Assets

December 31, 2018

Derivatives not designated
as hedging instruments

Liabilities

Assets

Derivatives designated as
hedging instruments

Liabilities

Assets

Derivatives not designated
as hedging instruments

Liabilities

Assets

Liabilities

Current:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps (b)

$

—

$

—

Cross-currency swaps (b)

7

Foreign currency contracts

—

—

Total current

7

—

$

—

—

—

$

5

$

—

—

6

202

3

202

8

$

—

$

—

$

4

—

—

—

—

—

103

2

6

—

103

6

Noncurrent:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps (b)

—

—

—

20

—

—

—

16

Cross-currency swaps (b)

188

—

—

—

129

—

—

—

Foreign currency contracts

—

—

22

—

—

—

99

—

188

—

22

20

129

—

99

16

Total noncurrent

$
195
$
—
$
224
$
28
$
135
$
—
$
202
$
22
Total derivatives
(a) Current portion is included in "Price risk management assets" and "Other current liabilities" and noncurrent portion is included in "Price risk management assets" and "Other deferred credits
and noncurrent liabilities" on the Balance Sheets.
(b)

Excludes accrued interest, if applicable.

The following tables present the pre-tax effect of derivative instruments recognized in income, OCI or regulatory assets and regulatory liabilities for the
periods ended September 30, 2019.
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Three Months

Derivative
Relationships
Cash Flow Hedges:
Interest rate swaps

Derivative Gain
(Loss) Recognized
in
OCI
$

(22)

Cross-currency swaps
Total

Nine Months
Location of
Gain (Loss)
Recognized
in Income
on Derivative

Derivative Gain
(Loss) Recognized
in
OCI
$

41

(30)
69

$

19

$

39

$

—

$

1

Interest expense

Three Months

Nine Months

Gain (Loss)
Reclassified
from AOCI
into Income

Gain (Loss)
Reclassified
from AOCI
into
Income

$

Other income (expense) - net

(2)

$

(6)

27
$

25

34
$

28

Net Investment Hedges:
Foreign currency contracts

Derivatives Not Designated as
Hedging Instruments

Location of Gain (Loss) Recognized in
Income on Derivative

Foreign currency contracts
Interest rate swaps

Three Months
$

44
(1)

$

56
(3)

Total

$

43

$

53

Derivatives Not Designated as
Hedging Instruments

Location of Gain (Loss) Recognized as
Regulatory Liabilities/Assets

Interest rate swaps

Nine Months

Other income (expense) - net
Interest expense

Regulatory assets - noncurrent

Three Months
$

(2)

Nine Months
$

(5)

The following tables present the pre-tax effect of derivative instruments recognized in income, OCI or regulatory assets and regulatory liabilities for the
periods ended September 30, 2018.
Three Months

Derivative
Relationships

Derivative Gain
(Loss) Recognized
in
OCI

Nine Months
Location of
Gain (Loss)
Recognized
in Income
on Derivative

Derivative Gain
(Loss) Recognized
in
OCI

Three Months

Nine Months

Gain (Loss)
Reclassified
from AOCI
into Income

Gain (Loss)
Reclassified
from AOCI
into Income

Cash Flow Hedges:
Interest rate swaps

$

Cross-currency swaps

—

$

27

—

Interest expense

26

Interest expense

$

Other income (expense) - net
Total
Net Investment Hedges:

$

27

$

26

Foreign currency contracts

$

—

$

11

$

Derivatives Not Designated as
Hedging Instruments
Foreign currency contracts
Interest rate swaps

Location of Gain (Loss) Recognized in
Income on Derivative

$

(6)

1

1

18

30

17

$

Three Months

25

Nine Months

Other income (expense) - net
Interest expense

$

40
(1)

$

92
(4)

Total

$

39

$

88

Derivatives Not Designated as
Hedging Instruments
Interest rate swaps

(2)

Location of Gain (Loss) Recognized as
Regulatory Liabilities/Assets
Regulatory assets - noncurrent

Three Months
$

The following table presents the effect of cash flow hedge activity on the Statement of Income for the periods end September 30, 2019.
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Nine Months
$

7
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Location and Amount of Gain (Loss) Recognized in Income on Hedging
Relationships
Three Months
Interest Expense
Total income and expense line items presented in the income statement in which the effect of cash
flow hedges are recorded
The effects of cash flow hedges:
Gain (Loss) on cash flow hedging relationships:
Interest rate swaps:

$

259

Amount of gain (loss) reclassified from AOCI to income
Cross-currency swaps:

Nine Months

Other Income
(Expense) - net
$

Other Income
(Expense) - net

Interest Expense

126

$

746

$

309

(2)

—

(6)

—

Hedged items

—

(27)

—

(34)

Amount of gain (loss) reclassified from AOCI to income

—

27

—

34

(LKE and LG&E)
The following table presents the fair value and the location on the Balance Sheets of derivatives not designated as hedging instruments.
September 30, 2019
Assets

December 31, 2018

Liabilities

Assets

Liabilities

Current:
Price Risk Management
Assets/Liabilities:
Interest rate swaps

$

Total current

—

$

5

$

—

$

4

—

5

—

4

—

20

—

16

—

20

—

Noncurrent:
Price Risk Management
Assets/Liabilities:
Interest rate swaps
Total noncurrent
$

Total derivatives

—

$

25

$

—

16
$

20

The following tables present the pre-tax effect of derivatives not designated as cash flow hedges that are recognized in income or regulatory assets for the
periods ended September 30, 2019.
Location of Gain (Loss) Recognized in
Income on Derivatives

Derivative Instruments
Interest rate swaps

Interest expense
Location of Gain (Loss) Recognized in
Regulatory Assets

Derivative Instruments
Interest rate swaps

Three Months
$

Regulatory assets - noncurrent

Nine Months
(1)

$

(2)

$

Three Months
$

(3)
Nine Months
(5)

The following tables present the pre-tax effect of derivatives not designated as cash flow hedges that are recognized in income or regulatory assets for the
periods ended September 30, 2018.
Location of Gain (Loss) Recognized in
Income on Derivatives

Derivative Instruments
Interest rate swaps

Interest expense
Derivative Instruments

Interest rate swaps

Three Months
$

Location of Gain (Loss) Recognized in
Regulatory Assets
Regulatory assets - noncurrent
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Nine Months
(1)

$

2

$

Three Months
$

(4)
Nine Months
7
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(PPL, LKE, LG&E and KU)
Offsetting Derivative Instruments
PPL, LKE, LG&E and KU or certain of their subsidiaries have master netting arrangements in place and also enter into agreements pursuant to which they
purchase or sell certain energy and other products. Under the agreements, upon termination of the agreement as a result of a default or other termination
event, the non-defaulting party typically would have a right to set off amounts owed under the agreement against any other obligations arising between the
two parties (whether under the agreement or not), whether matured or contingent and irrespective of the currency, place of payment or place of booking of
the obligation.
PPL, LKE, LG&E and KU have elected not to offset derivative assets and liabilities and not to offset net derivative positions against the right to reclaim
cash collateral pledged (an asset) or the obligation to return cash collateral received (a liability) under derivatives agreements. The table below summarizes
the derivative positions presented in the balance sheets where a right of setoff exists under these arrangements and related cash collateral received or
pledged.
Assets

Liabilities

Eligible for Offset

Eligible for Offset

Cash
Collateral
Received

Derivative
Instruments

Gross

Net

Cash
Collateral
Pledged

Derivative
Instruments

Gross

Net

September 30, 2019
Treasury Derivatives
PPL

$

419

$

3

$

40

$

376

$

28

$

3

$

—

$

25

LKE

—

—

—

—

25

—

—

25

LG&E

—

—

—

—

25

—

—

25

Assets

Liabilities

Eligible for Offset

Eligible for Offset

Cash
Collateral
Received

Derivative
Instruments

Gross

Net

Cash
Collateral
Pledged

Derivative
Instruments

Gross

Net

December 31, 2018
Treasury Derivatives
PPL

$

337

$

2

$

40

$

295

$

22

$

2

$

—

$

20

LKE

—

—

—

—

20

—

—

20

LG&E

—

—

—

—

20

—

—

20

Credit Risk-Related Contingent Features
Certain derivative contracts contain credit risk-related contingent features which, when in a net liability position, would permit the counterparties to require
the transfer of additional collateral upon a decrease in the credit ratings of PPL, LKE, LG&E and KU or certain of their subsidiaries. Most of these features
would require the transfer of additional collateral or permit the counterparty to terminate the contract if the applicable credit rating were to fall below
investment grade. Some of these features also would allow the counterparty to require additional collateral upon each downgrade in credit rating at levels
that remain above investment grade. In either case, if the applicable credit rating were to fall below investment grade, and assuming no assignment to an
investment grade affiliate were allowed, most of these credit contingent features require either immediate payment of the net liability as a termination
payment or immediate and ongoing full collateralization on derivative instruments in net liability positions.
Additionally, certain derivative contracts contain credit risk-related contingent features that require adequate assurance of performance be provided if the
other party has reasonable concerns regarding the performance of PPL's, LKE's, LG&E's and KU's obligations under the contracts. A counterparty
demanding adequate assurance could require a transfer of additional collateral or other security, including letters of credit, cash and guarantees from a
creditworthy entity. This would typically involve negotiations among the parties. However, amounts disclosed below represent assumed immediate payment
or immediate and ongoing full collateralization for derivative instruments in net liability positions with "adequate assurance" features.
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(PPL, LKE and LG&E)
At September 30, 2019, derivative contracts in a net liability position that contain credit risk-related contingent features, collateral posted on those positions
and the related effect of a decrease in credit ratings below investment grade are summarized as follows:
PPL
Aggregate fair value of derivative instruments in a net liability position with credit risk-related contingent
features

$

LKE
4

Aggregate fair value of collateral posted on these derivative instruments
Aggregate fair value of additional collateral requirements in the event of a credit downgrade below investment
grade (a)
(a) Includes the effect of net receivables and payables already recorded on the Balance Sheet.

$

LG&E
4

$

4

—

—

—

4

4

4

16. Asset Retirement Obligations
(PPL, LKE, LG&E and KU)
PPL's, LKE's, LG&E's and KU's ARO liabilities are primarily related to CCR closure costs. See Note 11 for information on the CCR rule. LG&E also has
AROs related to natural gas mains and wells. LG&E's and KU's transmission and distribution lines largely operate under perpetual property easement
agreements, which do not generally require restoration upon removal of the property. Therefore, no material AROs are recorded for transmission and
distribution assets. For LKE, LG&E and KU, all ARO accretion and depreciation expenses are reclassified as a regulatory asset. ARO regulatory assets
associated with certain CCR projects are amortized to expense in accordance with regulatory approvals. For other AROs, at the time of retirement, the
related ARO regulatory asset is offset against the associated cost of removal regulatory liability, PP&E and ARO liability.
The changes in the carrying amounts of AROs were as follows.
PPL
Balance at December 31, 2018

LKE

$

347

$

LG&E
296

$

KU
103

$

193

Accretion

13

12

4

8

Effect of foreign exchange rates

(2)

—

—

—

(5)
(67)

(2)
(67)

(2)
(22)

—
(45)

Changes in estimated timing or cost
Obligations settled
$

Balance at September 30, 2019

286

$

239

$

83

$

156

17. Accumulated Other Comprehensive Income (Loss)
(PPL)
The after-tax changes in AOCI by component for the periods ended September 30 were as follows.
Foreign
currency
translation
adjustments

Defined benefit plans

Unrealized gains
(losses)
on qualifying
derivatives

Prior
service
costs

Actuarial
gain
(loss)

Total

PPL
June 30, 2019

$

Amounts arising during the period
Reclassifications from AOCI
Net OCI during the period
September 30, 2019

$

(1,616)

$

6

$

(18)

$

(2,368)

$

(3,996)

(285)

16

—

(5)

—

(22)

—

20

(2)

(285)

(6)

—

15

(276)

(1,901)

75

$

—

$

(18)

$

(2,353)

(274)

$

(4,272)
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Foreign
currency
translation
adjustments
December 31, 2018

$

(1,533)

Amounts arising during the period

$

(7)

Prior
service
costs
$

$

(2,405)

$

(3,964)

—

(10)

—

(25)

1

62

38

(368)

7

1

52

(308)

$

(1,901)

$

—

$

June 30, 2018

$

(1,223)

$

(21)

$

(346)

(18)

$

(2,353)

$

(4,272)

(7)

$

(2,244)

$

(3,495)

(187)

22

—

(8)

—

(14)

—

34

20

(187)

8

—

26

(153)

Reclassifications from AOCI
Net OCI during the period

(19)

Total

32

September 30, 2019

Amounts arising during the period

Actuarial
gain
(loss)

(368)

Reclassifications from AOCI
Net OCI during the period

Defined benefit plans

Unrealized gains
(losses)
on qualifying
derivatives

(173)

September 30, 2018

$

(1,410)

$

(13)

$

(7)

$

(2,218)

$

(3,648)

December 31, 2017

$

(1,089)

$

(13)

$

(7)

$

(2,313)

$

(3,422)

Amounts arising during the period

(321)

21

(1)

—

(21)

1

104

84

(321)

—

—

95

(226)

Reclassifications from AOCI
Net OCI during the period
$

September 30, 2018

(1,410)

$

(13)

$

(7)

(9)

$

(2,218)

(310)

$

(3,648)

The following table presents PPL's gains (losses) and related income taxes for reclassifications from AOCI for the periods ended September 30.
Three Months
Details about AOCI
Qualifying derivatives
Interest rate swaps

2019
$

Cross-currency swaps

Nine Months
2018

(2)

2019

$

(2)

27

$

Affected Line Item on the
2018

(6)

18

34

$

Statements of Income
(6)

Interest Expense

30

Other Income (Expense) - net

—

1

—

1

Total Pre-tax
Income Taxes

25
(3)

17
(3)

28
(3)

25
(4)

Total After-tax

22

14

25

21

Defined benefit plans
Prior service costs (a)
Net actuarial loss (a)

(1)
(25)

(1)
(42)

(2)
(78)

(2)
(130)

Total Pre-tax

(26)

(43)

(80)

(132)

Income Taxes

6

9

17

27

Total After-tax

(20)

(34)

(63)

(105)

Total reclassifications during the period

(a)

$

2

$

(20)

$

(38)

$

Interest Expense

(84)

These AOCI components are included in the computation of net periodic defined benefit cost. See Note 10 for additional information.

18. New Accounting Guidance Pending Adoption
(All Registrants)
Accounting for Financial Instrument Credit Losses
In June 2016, the FASB issued accounting guidance that requires the use of a current expected credit loss (CECL) model for the measurement of credit
losses on financial instruments within the scope of this guidance, which includes accounts receivable. The CECL model requires an entity to measure credit
losses using historical information, current information and reasonable and supportable forecasts of future events, rather than the incurred loss impairment
model required under current GAAP.
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For public business entities, this guidance will be applied using a modified retrospective approach and is effective for fiscal years beginning after December
15, 2019, and interim periods within those years. The Registrants are currently assessing the impact of adopting this guidance and will adopt this standard
on January 1, 2020 with a modified retrospective approach through a cumulative-effect adjustment to retained earnings at the date of adoption. Key
implementation activities in process include finalizing the population of financial instruments within the scope of this guidance and identifying potential
differences between the Registrants’ current credit loss models and the requirements of this guidance.
Accounting for Implementation Costs in a Cloud Computing Service Arrangement
In August 2018, the FASB issued accounting guidance that requires a customer in a cloud computing hosting arrangement that is a service contract to
capitalize implementation costs consistent with internal-use software guidance for non-service arrangements. Prior guidance had not addressed these
implementation costs. The guidance requires these capitalized implementation costs to be amortized over the term of the hosting arrangement to the
statement of income line item where the service arrangement costs are recorded. The guidance also prescribes the financial statement classification of the
capitalized implementation costs and cash flows associated with the arrangement. Additional quantitative and qualitative disclosures are also required.
For public business entities, this guidance is effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2019.
This standard must be applied either retrospectively or prospectively to all implementation costs incurred after the date of adoption.
The Registrants are currently assessing the impact of adopting this guidance and will adopt this standard prospectively as of the beginning of the period
adopted, which will be January 1, 2020. Key implementation activities in process of being completed include assessing the population of cloud computing
hosting arrangements in the scope of this guidance and identifying and evaluating industry issues.
(PPL, LKE, LG&E and KU)
Simplifying the Test for Goodwill Impairment
In January 2017, the FASB issued accounting guidance that simplifies the test for goodwill impairment by eliminating the second step of the quantitative
test. The second step of the quantitative test requires a calculation of the implied fair value of goodwill, which is determined in the same manner as the
amount of goodwill in a business combination. Under this new guidance, an entity will now compare the estimated fair value of a reporting unit with its
carrying value and recognize an impairment charge for the amount the carrying amount exceeds the fair value of the reporting unit.
For public business entities, this guidance will be applied prospectively and is effective for annual or any interim goodwill impairment tests for fiscal years
beginning after December 15, 2019. The Registrants will adopt this guidance on January 1, 2020. The Registrants are currently assessing the impact of
adopting this guidance.
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Item 2. Combined Management's Discussion and Analysis of Financial Condition and
Results of Operations
(All Registrants)
This "Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" is separately filed by PPL, PPL Electric,
LKE, LG&E and KU. Information contained herein relating to any individual Registrant is filed by such Registrant solely on its own behalf, and no
Registrant makes any representation as to information relating to any other Registrant. The specific Registrant to which disclosures are applicable is
identified in parenthetical headings in italics above the applicable disclosure or within the applicable disclosure for each Registrant's related activities and
disclosures. Within combined disclosures, amounts are disclosed for individual Registrants when significant.
The following should be read in conjunction with the Registrants' Condensed Consolidated Financial Statements and the accompanying Notes and with the
Registrants' 2018 Form 10-K. Capitalized terms and abbreviations are defined in the glossary. Dollars are in millions, except per share data, unless
otherwise noted.
"Management's Discussion and Analysis of Financial Condition and Results of Operations" includes the following information:
• "Overview" provides a description of each Registrant's business strategy and a discussion of important financial and operational developments.
•

"Results of Operations" for all Registrants includes a "Statement of Income Analysis" which discusses significant changes in principal line items
on the Statements of Income, comparing the three and nine months ended September 30, 2019 with the same periods in 2018. For PPL, "Results
of Operations" also includes "Segment Earnings" and "Adjusted Gross Margins" which provide a detailed analysis of earnings by reportable
segment. These discussions include non-GAAP financial measures, including "Earnings from Ongoing Operations" and "Adjusted Gross
Margins" and provide explanations of the non-GAAP financial measures and a reconciliation of the non-GAAP financial measures to the most
comparable GAAP measure. For PPL Electric, LKE, LG&E and KU, a summary of Earnings and Adjusted Gross Margins is also provided.

•

"Financial Condition - Liquidity and Capital Resources" provides an analysis of the Registrants' liquidity positions and credit profiles. This
section also includes a discussion of rating agency actions.

•

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

Overview
Introduction
(PPL)
PPL, headquartered in Allentown, Pennsylvania, is a utility holding company. PPL, through its regulated utility subsidiaries, delivers electricity to
customers in the U.K., Pennsylvania, Kentucky and Virginia; delivers natural gas to customers in Kentucky; and generates electricity from power plants in
Kentucky.
PPL's principal subsidiaries are shown below (* denotes a Registrant).
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PPL Corporation*
PPL Capital Funding

Provides financing for the
operations of PPL and certain
subsidiaries

PPL Electric*

PPL Global

Engages in the regulated
transmission and distribution of
electricity in Pennsylvania

LKE*

Engages in the regulated
distribution of electricity in the U.K.

==~~~=,=~~____'.:::::=
LG&E*

KU*

Engages in the regulated generation,
transmission, distribution and sale of
electricity and regulated distribution
and sale of natural gas in Kentucky

U.K.
Regulated Segment

Engages in the regulated
generation, transmission,
distribution and sale of electricity,
primarily in Kentucky

Kentucky
Regulated Segment

!
''
'

'''
''

i

Pennsylvania
Regulated Segment

PPL's reportable segments' results primarily represent the results of PPL Global, LKE and PPL Electric, except that the reportable segments are also
allocated certain corporate level financing and other costs that are not included in the results of PPL Global, LKE and PPL Electric. PPL Global is not a
Registrant. Unaudited annual consolidated financial statements for the U.K. Regulated segment are furnished on a Form 8-K with the SEC.
In addition to PPL, the other Registrants included in this filing are as follows.
(PPL Electric)
PPL Electric, headquartered in Allentown, Pennsylvania, is a wholly owned subsidiary of PPL and a regulated public utility that is an electricity
transmission and distribution service provider in eastern and central Pennsylvania. PPL Electric is subject to regulation as a public utility by the PUC, and
certain of its transmission activities are subject to the jurisdiction of the FERC under the Federal Power Act. PPL Electric delivers electricity in its
Pennsylvania service area and provides electricity supply to retail customers in that area as a PLR under the Customer Choice Act.
(LKE)
LKE, headquartered in Louisville, Kentucky, is a wholly owned subsidiary of PPL and a holding company that owns regulated utility operations through its
subsidiaries, LG&E and KU, which constitute substantially all of LKE's assets. LG&E and KU are engaged in the generation, transmission, distribution and
sale of electricity. LG&E also engages in the distribution and sale of natural gas. LG&E and KU maintain separate corporate identities and serve customers
in Kentucky under their respective names. KU also serves customers in Virginia under the Old Dominion Power name.
(LG&E)
LG&E, headquartered in Louisville, Kentucky, is a wholly owned subsidiary of LKE and a regulated utility engaged in the generation, transmission,
distribution and sale of electricity and distribution and sale of natural gas in Kentucky. LG&E is subject to regulation as a public utility by the KPSC, and
certain of its transmission activities are subject to the jurisdiction of the FERC under the Federal Power Act.
(KU)
KU, headquartered in Lexington, Kentucky, is a wholly owned subsidiary of LKE and a regulated utility engaged in the generation, transmission,
distribution and sale of electricity in Kentucky and Virginia. KU is subject to regulation as a public
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utility by the KPSC, the VSCC and certain of its transmission and wholesale power activities are subject to the jurisdiction of the FERC under the Federal
Power Act. KU serves its Kentucky customers under the KU name and its Virginia customers under the Old Dominion Power name.
Business Strategy
(All Registrants)
PPL operates seven fully regulated, high-performing utilities. These utilities are located in the U.K., Pennsylvania and Kentucky, in constructive regulatory
jurisdictions with distinct regulatory structures and customer classes. PPL believes this business portfolio positions the company well for continued success
and provides earnings and dividend growth potential.
PPL's strategy, and that of the other Registrants, is to deliver best-in-sector operational performance, invest in a sustainable energy future, maintain a strong
financial foundation, and engage and develop its people. PPL's business plan is designed to achieve growth by providing efficient, reliable and safe
operations and strong customer service, maintaining constructive regulatory relationships and achieving timely recovery of costs. These businesses are
expected to achieve strong, long-term growth in rate base in the U.S. and RAV in the U.K. Rate base growth is being driven by planned significant capital
expenditures to maintain existing assets and improve system reliability and, for LKE, LG&E and KU, to comply with federal and state environmental
regulations related to coal-fired electricity generation facilities.
For the U.S. businesses, central to PPL's strategy is recovering capital project costs efficiently through various rate-making mechanisms, including periodic
base rate case proceedings using forward test years, annual FERC formula rate mechanisms and other regulatory agency-approved recovery mechanisms
designed to limit regulatory lag. In Kentucky, the KPSC has adopted a series of regulatory mechanisms (ECR, DSM, GLT, fuel adjustment clause, and gas
supply clause) and recovery on construction work-in-progress that reduce regulatory lag and provide timely recovery of and return on, as appropriate,
prudently incurred costs. In addition, the KPSC requires a utility to obtain a CPCN prior to constructing a facility, unless the construction is an ordinary
extension of existing facilities in the usual course of business or does not involve sufficient capital expenditures to materially affect the utility's financial
condition. Although such KPSC proceedings do not directly address cost recovery issues, the KPSC, in awarding a CPCN, concludes that the public
convenience and necessity require the construction of the facility on the basis that the facility is the lowest reasonable cost alternative to address the need.
In Pennsylvania, the FERC transmission formula rate, DSIC mechanism, Smart Meter Rider and other recovery mechanisms operate to reduce regulatory
lag and provide for timely recovery of and a return on, as appropriate, prudently incurred costs.
To manage financing costs and access to credit markets, and to fund capital expenditures, a key objective of the Registrants is to maintain their investment
grade credit ratings and adequate liquidity positions. In addition, the Registrants have financial and operational risk management programs that, among
other things, are designed to monitor and manage exposure to earnings and cash flow volatility, as applicable, related to changes in interest rates, foreign
currency exchange rates and counterparty credit quality. To manage these risks, PPL generally uses contracts such as forwards, options and swaps. See
"Financial Condition - Risk Management" below for further information.
Earnings generated by PPL's U.K. subsidiaries are subject to foreign currency translation risk. Because WPD's earnings represent such a significant portion
of PPL's consolidated earnings, PPL enters into foreign currency contracts to economically hedge the value of the GBP versus the U.S. dollar. These hedges
do not receive hedge accounting treatment under GAAP. See "Financial and Operational Developments - U.K. Membership in European Union" for
additional discussion of the U.K. earnings hedging activity.
The U.K. subsidiaries also have currency exposure to the U.S. dollar to the extent of their U.S. dollar denominated debt. To manage these risks, PPL
generally uses contracts such as forwards, options and cross-currency swaps that contain characteristics of both interest rate and foreign currency exchange
contracts.
As discussed above, a key component of this strategy is to maintain constructive relationships with regulators in all jurisdictions in which the Registrants
operate (U.K., U.S. federal and state). This is supported by a strong culture of integrity and delivering on commitments to customers, regulators and
shareowners, and a commitment to continue to improve customer service, reliability and operational efficiency.
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Financial and Operational Developments
U.S. Tax Reform (All Registrants)

The IRS issued proposed regulations for certain provisions of the TCJA in 2018, including interest deductibility and Global Intangible LowTaxed Income (GILTI). In June 2019, the IRS issued both final and new proposed regulations relating to GILTI. PPL has determined that
neither these final nor proposed regulations materially change PPL's current interpretation of the statutory impact of these rules on the
Registrants. Proposed regulations relating to the limitation on the deductibility of interest expense were issued in November 2018 and such
regulations provide detailed rules implementing the broader statutory provisions. These proposed regulations should not apply to the
Registrants until the year in which the regulations are issued in final form, which is expected to be in the fourth quarter of 2019. It is
uncertain what form the final regulations will take and, therefore, the Registrants cannot predict what impact the final regulations will have on
the tax deductibility of interest expense. However, if the proposed regulations were issued as final in their current form, the Registrants could
have a limitation on a portion of their interest expense deduction for tax purposes and such limitation could be significant. PPL expressed its
views on these proposed regulations in a comment letter addressed to the IRS on February 26, 2019.
U.K. Membership in European Union (PPL)
Following a June 2016 voter referendum, on March 29, 2017, the U.K. invoked Article 50 (Article 50) of the Lisbon Treaty, formally beginning the twoyear period provided by Article 50 for the U.K. to negotiate an agreement specifying the terms of its withdrawal from the European Union (EU), popularly
referred to as Brexit. Any withdrawal agreement is subject to approval by the parliaments of both the U.K. and EU. In the absence of a withdrawal
agreement, unless an extension of the two-year Article 50 time period were granted or the U.K. were to rescind its Article 50 notification, the U.K.’s
membership in the EU would originally have terminated on March 29, 2019. On April 10, 2019, the U.K. requested an extension of the Article 50 process
and the EU approved an extension until October 31, 2019. On October 28, 2019, the EU agreed to extend the Article 50 process until January 31, 2020. The
U.K. Parliament subsequently approved an early general election for December 12, 2019.
Significant uncertainty continues to surround the outcome of the Brexit process. PPL believes that its greatest risk related to Brexit is an extended period of
depressed value of the GBP or the potential further decline in the value of the GBP compared to the U.S. dollar, particularly if the U.K. leaves the EU
without a withdrawal agreement. A decline in the value of the GBP compared to the U.S. dollar will reduce the value of WPD's earnings to PPL.
PPL has executed hedges to mitigate the foreign exchange risk to its U.K. earnings. As of September 30, 2019, PPL's foreign exchange exposure related to
budgeted earnings is 100% hedged for the remainder of 2019 at an average rate of $1.45 per GBP and 70% hedged for 2020 at an average rate of $1.46 per
GBP.
PPL cannot predict the impact, in either the short-term or long-term, on foreign exchange rates or PPL's financial condition that may be experienced as a
result of the actions taken by the U.K. government to withdraw from the EU, although such impacts could be material.
PPL does not expect the financial condition and results of operations of WPD, itself, to change significantly as a result of Brexit. The regulatory
environment and operation of WPD's businesses are not expected to change. RIIO-ED1, the current price control, with allowed revenues agreed with
Ofgem runs through March 2023. The impact of a slower economy or recession on WPD would be mitigated in part because U.K. regulation provides that
any reduction in the volume of electricity delivered will be recovered in allowed revenues in future periods through the K-factor adjustment. See "Item 1.
Business - Segment Information - U.K. Regulated Segment" in PPL's 2018 Form 10-K for additional information on the current price control and K-factor
adjustment. In addition, an increase in inflation would have a positive effect on revenues and RAV as annual inflation adjustments are applied to both
revenues and RAV (and real returns are earned on inflated RAV). This impact, however, would be partially offset by higher operation and maintenance and
interest expense on index-linked debt. With respect to access to financing, WPD has substantial borrowing capacity under existing credit facilities and
expects to continue to have access to all major financial markets. With respect to access to and cost of equipment and other materials, WPD management
continues to review U.K. government issued advice on preparations for Brexit without an approved plan of withdrawal and has taken actions to mitigate
potential increasing costs and disruption to its critical sources of supply. Additionally, less than 1% of WPD's employees are non-U.K. EU nationals and no
change in their domicile is expected.
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Regulatory Requirements
(All Registrants)
The Registrants cannot predict the impact that future regulatory requirements may have on their financial condition or results of operations.
(PPL, LKE, LG&E and KU)
The businesses of LKE, LG&E and KU are subject to extensive federal, state and local environmental laws, rules and regulations, including those
pertaining to CCRs, GHG, and ELGs. See Notes 7, 11 and 16 to the Financial Statements for a discussion of these significant environmental matters. These
and other stringent environmental requirements led PPL, LKE, LG&E and KU to retire approximately 1,000 MW of coal-fired generating plants in
Kentucky since 2015.
TCJA Impact on FERC Rates (All Registrants)
In November 2018, the FERC issued a Policy Statement stating that the appropriate ratemaking treatment for changes in accumulated deferred income taxes
(ADIT) as a result of the TCJA would be addressed in a Notice of Proposed Rulemaking. Also in November 2018, the FERC issued the Notice of Proposed
Rulemaking, which proposed that public utility transmission providers include mechanisms in their formula rates to deduct excess ADIT from, or add
deficient ADIT to, rate base and adjust their income tax allowances by amortized excess or deficient ADIT. The Notice of Proposed Rulemaking did not
prescribe the mechanism companies should use to adjust their formula rates.
LG&E and KU are currently assessing the Notice of Proposed Rulemaking and are continuing to monitor guidance issued by the FERC. On February 5,
2019, in connection with a separate element of federal and Kentucky state tax reform effects, LG&E and KU filed a request with the FERC to amend their
transmission formula rates to incorporate reductions to corporate income tax rates as a result of the TCJA and HB 487. The FERC approved this request
effective June 1, 2019. LG&E and KU do not anticipate the impact of the TCJA and HB 487 related to their FERC-jurisdictional rates to be significant.
On February 28, 2019, PPL Electric filed with the FERC proposed revisions to its transmission formula rate template pursuant to Section 205 of the Federal
Power Act and Section 35.13 of the Rules and Regulations of the FERC. Specifically, PPL Electric proposed to modify its formula rate to permit the return
or recovery of excess or deficient ADIT resulting from the TCJA and permit PPL Electric to prospectively account for the income tax expense associated
with the depreciation of the equity component of the AFUDC. On April 29, 2019, the FERC accepted the proposed revisions to the formula rate template,
which were effective June 1, 2019, as well as the proposed adjustments to ADIT, effective January 1, 2018.
Pennsylvania Alternative Ratemaking (PPL and PPL Electric)
In June 2018, Governor Tom Wolf signed into law Act 58 of 2018 (codified at 66 Pa. C.S. § 1330) authorizing public utilities to implement alternative rates
and rate mechanisms in base rate proceedings before the PUC. The effective date of Act 58 was August 27, 2018. Under the new law, a public utility may
file an application to establish alternative rates and rate mechanisms in a base rate proceeding. These alternative rates and rate mechanisms include, but are
not limited to, decoupling mechanisms, performance-based rates, formula rates, multi-year rate plans, or a combination of those or other mechanisms.
On April 25, 2019, the PUC issued an Implementation Order adopting its interpretation and implementation of Act 58 and establishing the procedures
through which utilities may seek PUC approval of alternative rates and rate mechanisms.
RIIO-ED2 Review (PPL)
In 2018, Ofgem published its decision on the overall RIIO-2 framework, which covers all U.K. gas and electricity transmission and distribution price
controls, following its consultation process earlier in the year. See “Item 7. Combined Management's Discussion and Analysis of Financial Condition and
Results of Operations - Overview - Financial and Operational Developments - Regulatory Requirements - RIIO-2 Framework Review,” in PPL's 2018 Form
10-K for details about the decision document. Management expects significant electricity distribution network investment will be required in RIIO-ED2 to
achieve the U.K.’s carbon reduction targets and that Ofgem will need to design a framework that sufficiently incentivizes delivery of those objectives.
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On August 6, 2019, Ofgem published its open letter consultation officially commencing the RIIO-ED2 process. WPD and PPL have been fully engaged in
the RIIO-2 process and have responded to this consultation, which closed on October 15, 2019. At this stage, PPL cannot predict the outcome of this
process or the long-term impact the final RIIO-ED2 framework will have on its financial condition or results of operations. Any decision for RIIO-ED2 will
not be finalized until November 2022. The RIIO-ED2 price control will come into effect on April 1, 2023.
FERC Transmission Rate Filing
(PPL, LKE, LG&E and KU)
In August 2018, LG&E and KU submitted an application to the FERC requesting elimination of certain on-going credits to a sub-set of transmission
customers relating to the 1998 merger of LG&E’s and KU's parent entities and the 2006 withdrawal of LG&E and KU from the Midcontinent Independent
System Operator, Inc. (MISO), a regional transmission operator and energy market. The application sought termination of LG&E's and KU's commitment
to provide mitigation for certain horizontal market power concerns arising out of the 1998 merger for certain transmission service between MISO and
LG&E and KU. The affected transmission customers are a limited number of municipalities in Kentucky. The amounts at issue are generally waivers or
credits granted to such customers for either LG&E and KU or MISO transmission charges incurred depending upon the direction of certain transmission
service incurred by the municipalities. Due to the development of robust, accessible energy markets over time, LG&E and KU believe the mitigation
commitments are no longer relevant or appropriate. On March 21, 2019, the FERC issued an Order granting LG&E's and KU's request to remove the ongoing credits, conditioned upon the implementation by LG&E and KU of a transition mechanism for certain existing power supply arrangements, which
transition mechanism will be subject to FERC review and approval. On July 12, 2019, LG&E and KU submitted their proposed transition mechanism to the
FERC. On September 10, 2019, the FERC issued an order rejecting the proposed transition mechanism. On October 10, 2019, LG&E and KU filed a
request for rehearing and clarification on the September order. LG&E and KU cannot predict the outcome of this proceeding. LG&E and KU currently
receive recovery of waivers and credits provided through other rate mechanisms.
(PPL and PPL Electric)
In April 2019, PPL Electric filed its annual transmission formula rate update with the FERC, reflecting a revised revenue requirement, which includes the
impact of the TCJA. The filing established the revenue requirement used to set rates that took effect in June 2019.
Rate Case Proceedings
(PPL, LKE, LG&E and KU)
On September 28, 2018, LG&E and KU filed requests with the KPSC for an increase in annual base electricity rates and gas rates and the elimination of the
TCJA bill credit mechanism. On April 30, 2019, the KPSC issued orders eliminating the TCJA bill credit mechanism and increasing annual base electricity
and gas rates providing for an annual revenue increase of $187 million ($114 million at KU and $73 million at LG&E), based on a 9.725% return-on-equity.
The new base rates and all elements of the orders became effective May 1, 2019. See Note 7 to the financial statements for additional information.
(KU)
On July 12, 2019, KU filed a request with the VSCC for an increase in annual Virginia base electricity rates of approximately $13 million, representing an
increase of 18.2%. KU's request is based on an authorized 10.5% return on equity. Subject to regulatory review and approval, new rates would become
effective April 12, 2020.
PUC Petition to Distribute TCJA Savings
(PPL and PPL Electric)
PPL Electric submitted a petition for approval with the PUC on October 4, 2019 to distribute the tax savings of $43 million associated with the TCJA for
the period between January 1, 2018 and June 30, 2018. As of September 30, 2019, these tax savings are classified as a noncurrent regulatory liability. PPL
Electric has proposed that these amounts be distributed over the period of January 1, 2020 through December 31, 2020. The petition is contingent upon
PUC approval.
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Results of Operations
(PPL)
The "Statement of Income Analysis" discussion below describes significant changes in principal line items on PPL's Statements of Income, comparing the
three and nine months ended September 30, 2019 with the same periods in 2018. The "Segment Earnings" and "Adjusted Gross Margins" discussions for
PPL provide a review of results by reportable segment. These discussions include non-GAAP financial measures, including "Earnings from Ongoing
Operations" and "Adjusted Gross Margins," and provide explanations of the non-GAAP financial measures and a reconciliation of those measures to the
most comparable GAAP measure.
Tables analyzing changes in amounts between periods within "Statement of Income Analysis," "Segment Earnings" and "Adjusted Gross Margins" are
presented on a constant GBP to U.S. dollar exchange rate basis, where applicable, in order to isolate the impact of the change in the exchange rate on the
item being explained. Results computed on a constant GBP to U.S. dollar exchange rate basis are calculated by translating current year results at the prior
year weighted-average GBP to U.S. dollar exchange rate.
(PPL Electric, LKE, LG&E and KU)
A "Statement of Income Analysis, Earnings and Adjusted Gross Margins" is presented separately for PPL Electric, LKE, LG&E and KU. The "Statement of
Income Analysis" discussion below describes significant changes in principal line items on the Statements of Income, comparing the three and nine months
ended September 30, 2019 with the same periods in 2018. The "Earnings" discussion provides a summary of earnings. The "Adjusted Gross Margins"
discussion includes a reconciliation of non-GAAP financial measures to "Operating Income."
(All Registrants)
The results for interim periods can be disproportionately influenced by numerous factors and developments and by seasonal variations. As such, the results
of operations for interim periods do not necessarily indicate results or trends for the year or future periods.
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PPL: Statement of Income Analysis, Segment Earnings and Adjusted Gross Margins
Statement of Income Analysis
Net income for the periods ended September 30 includes the following results.
Three Months
2019
Operating Revenues
Operating Expenses
Operation

$

Nine Months

2018
1,933

$

$ Change
1,872

$

2019
61

$

2018
5,815

$

$ Change
5,846

$

(31)

Fuel

194

206

(12)

556

609

(53)

Energy purchases

150

149

1

538

538

—

Other operation and maintenance

480

479

1

1,452

1,453

306

275

31

890

817

Depreciation

(1)
73

Taxes, other than income

77

77

—

232

234

Total Operating Expenses

1,207

1,186

21

3,668

3,651

17

Other Income (Expense) - net

126

106

20

309

297

12

Interest Expense

259

244

15

746

718

28

Income Taxes

118

103

15

328

362

(34)

Net Income

$

475

$

445

$

30

$

1,382

$

1,412

(2)

$

(30)

Operating Revenues
The increase (decrease) in operating revenues for the periods ended September 30, 2019 compared with 2018 was due to:
Three Months

Nine Months

Domestic:
PPL Electric Distribution price (a)

$

PPL Electric PLR (b)

18

$

20

6

11

PPL Electric Transmission Formula Rate (c)

17

29

LKE Retail Rates (d)

42

77

21
(7)
(22)

40
(16)
(37)

LKE Volumes (f)

9

(65)

Other

3

11

87

70

15
(10)
(27)
(4)

66
(54)
(100)
(13)

LKE ECR
LKE Fuel and other energy purchase prices
LKE Municipal supply (e)

Total Domestic
U.K.:
Price
Volume
Foreign currency exchange rates
Other
Total U.K.

(26)
$

Total

61

(101)
$

(31)

(a)

Distribution price variances were primarily due to reconcilable cost recovery mechanisms approved by the PUC.

(b)

The increase for the nine months ended September 30, 2019 was primarily due to higher energy volumes partially offset by lower energy prices and lower transmission enhancement
expenses.

(c)

The increase for the three months ended September 30, 2019 was primarily due to increased returns on capital investments. The increase for the nine months ended September 30, 2019 was
primarily due to $60 million of increased returns on capital investments partially offset by a $27 million unfavorable impact of the TCJA which reduced the revenue requirement that went
into effect June 1, 2018.

(d)

The higher retail rates were due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.

(e)

The decreases were primarily due to the termination of eight supply contracts with Kentucky municipalities on April 30, 2019.

(f)

The decrease for the nine months ended September 30, 2019 was primarily due to weather.
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Fuel
Fuel decreased $12 million for the three months ended September 30, 2019 compared with 2018, primarily due to a $9 million decrease in commodity costs
and an $8 million decrease in volumes driven by the termination of eight supply contracts with Kentucky municipalities on April 30, 2019, partially offset
by a $3 million increase in volumes driven by weather in Kentucky.
Fuel decreased $53 million for the nine months ended September 30, 2019 compared with 2018, primarily due to a $22 million decrease in commodity
costs, a $21 million decrease in volumes driven by weather, and a $14 million decrease in volumes driven by the termination of eight supply contracts with
Kentucky municipalities on April 30, 2019 in Kentucky.
Energy Purchases
Energy purchases remained flat for the nine months ended September 30, 2019 compared with 2018, primarily due to higher PLR volumes of $28 million,
partially offset by lower PLR prices of $12 million and lower transmission enhancement expenses of $8 million at PPL Electric as well as a $5 million
decrease in commodity costs and a $4 million decrease in volumes due to expiration of a capacity purchase tolling agreement at LG&E.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance for the periods ended September 30, 2019 compared with 2018 was due to:
Three Months
Domestic:
LKE plant operations and maintenance

$

Nine Months

(7)

LKE gas distribution maintenance and compliance

$

(9)

2

6

LKE transmission credits
LKE DSM program costs
Storm Costs

3
(4)
(13)

10
(11)
(13)

Vegetation Management

6

10

Other operation and maintenance of Safari Energy (a)

5

18

Other

17

11

Foreign currency exchange rates
Third-party engineering

(6)
(4)

(21)
(9)

U.K.:

Other

2
$

Total
(a)

1

7
$

(1)

Represents the increase for the three and nine months ended September 30. 2019 resulting from the other operation and maintenance expense of Safari Energy, which was acquired on June
1, 2018.

Depreciation
The increase (decrease) in depreciation for the periods ended September 30, 2019 compared with 2018 was due to:
Three Months
Additions to PP&E, net
Foreign currency exchange rates

$

Depreciation rates (a)
Other

Nine Months
$

20
(2)
$

Total
(a)

16
(3)

Higher depreciation rates were effective May 1, 2019 at LG&E and KU.
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52
(11)
33
(1)

$
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Other Income (Expense) - net
The increase (decrease) in other income (expense) - net for the periods ended September 30, 2019 compared with 2018 was due to:
Three Months
Economic foreign currency exchange contracts (Note 15)

$

Nine Months
4

Defined benefit plans - non-service credits (Note 10)

16

Other

—
$

Total

20

$

(36)
42
6

$

12

Interest Expense
The increase (decrease) in interest expense for the periods ended September 30, 2019 compared with 2018 was due to:
Three Months
Long-term debt interest expense

$

Nine Months

17

Short-term debt interest expense
Foreign currency exchange rates

$

31

3
(5)

Other

7
(17)

—
$

Total

15

7
$

28

Income Taxes
The increase (decrease) in income taxes for the periods ended September 30, 2019 compared with 2018 was due to:
Three Months
Change in pre-tax income

$

Nine Months

15

Valuation allowances (a)

$

(14)

2

4

Deferred tax impact of Kentucky state tax reform (b)

—

(9)

Kentucky recycling credit, net of federal income tax expense (a)

—

(20)

Other

(2)
$

Total

15

5
$

(34)

(a)

During the second quarter of 2019, LKE recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a
result, qualify for a Kentucky recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky, with the benefit
recognized during the period in which the assets are placed into service. A valuation allowance of $3 million has been recognized related to this credit due to insufficient Kentucky taxable
income projected at LKE. During the third quarter of 2019, LKE filed the Kentucky recycling credit application with the Kentucky Department of Revenue and expects a ruling in the fourth
quarter of 2019.

(b)

During the second quarter of 2018, LKE recorded deferred income tax expense, primarily associated with LKE's non-regulated entities, due to the Kentucky corporate income tax rate
reduction from 6% to 5%, as enacted by HB 487, effective January 1, 2018.

Segment Earnings
PPL's Net Income by reportable segment for the periods ended September 30 was as follows:
Three Months
2019
U.K. Regulated

$

Nine Months

2018
236

$

$ Change
245

$

2019
(9)

$

2018
784

$

$ Change
836

$

(52)

Kentucky Regulated

150

122

28

364

332

Pennsylvania Regulated

118

112

6

333

335

32
(2)

Corporate and Other (a)

(29)

(34)

5

(99)

(91)

(8)

$
475
$
445
$
30
$
1,382
$
1,412
$
(30)
Net Income
(a) Primarily represents financing and certain other costs incurred at the corporate level that have not been allocated or assigned to the segments, which are presented to reconcile segment
information to PPL's consolidated results.
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Earnings from Ongoing Operations
Management utilizes "Earnings from Ongoing Operations" as a non-GAAP financial measure that should not be considered as an alternative to net income,
an indicator of operating performance determined in accordance with GAAP. PPL believes that Earnings from Ongoing Operations is useful and meaningful
to investors because it provides management's view of PPL's earnings performance as another criterion in making investment decisions. In addition, PPL's
management uses Earnings from Ongoing Operations in measuring achievement of certain corporate performance goals, including targets for certain
executive incentive compensation. Other companies may use different measures to present financial performance.
Earnings from Ongoing Operations is adjusted for the impact of special items. Special items are presented in the financial tables on an after-tax basis with
the related income taxes on special items separately disclosed. Income taxes on special items, when applicable, are calculated based on the effective tax rate
of the entity where the activity is recorded. Special items may include items such as:
• Unrealized gains or losses on foreign currency economic hedges (as discussed below).
• Gains and losses on sales of assets not in the ordinary course of business.
• Impairment charges.
• Significant workforce reduction and other restructuring effects.
• Acquisition and divestiture-related adjustments.
• Other charges or credits that are, in management's view, non-recurring or otherwise not reflective of the company's ongoing operations.
Unrealized gains or losses on foreign currency economic hedges include the changes in fair value of foreign currency contracts used to hedge GBPdenominated anticipated earnings. The changes in fair value of these contracts are recognized immediately within GAAP earnings. Management believes
that excluding these amounts from Earnings from Ongoing Operations until settlement of the contracts provides a better matching of the financial impacts
of those contracts with the economic value of PPL's underlying hedged earnings. See Note 15 to the Financial Statements and "Risk Management" below
for additional information on foreign currency economic activity.
PPL's Earnings from Ongoing Operations by reportable segment for the periods ended September 30 were as follows:
Three Months
2019
U.K. Regulated

$

Nine Months

2018
205

$

$ Change
214

$

2019
(9)

$

2018
773

$

$ Change
730

$

43

Kentucky Regulated

150

120

30

364

339

Pennsylvania Regulated

118

117

1

333

340

(7)

Corporate and Other

(28)

(29)

1

(95)

(86)

(9)

Earnings from Ongoing Operations

$

445

$

422

$

23

$

1,375

$

1,323

25

$

52

See "Reconciliation of Earnings from Ongoing Operations" below for a reconciliation of this non-GAAP financial measure to Net Income.
U.K. Regulated Segment
The U.K. Regulated segment consists of PPL Global, which primarily includes WPD's regulated electricity distribution operations, the results of hedging
the translation of WPD's earnings from GBP into U.S. dollars, and certain costs, such as U.S. income taxes, administrative costs and certain acquisitionrelated financing costs. The U.K. Regulated segment represents 57% of PPL's Net Income for the nine months ended September 30, 2019 and 38% of PPL's
assets at September 30, 2019.
Net Income and Earnings from Ongoing Operations for the periods ended September 30 include the following results.
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Three Months
2019
Operating revenues

$

Other operation and maintenance

Nine Months

2018
491

$

$ Change
517

$

2019
(26)

$

2018
1,615

$

$ Change
1,716

$

(101)

125

131

(6)

376

400

(24)

Depreciation

60

61

(1)

186

186

—

Taxes, other than income

32

33

(1)

96

101

(5)

Total operating expenses

217

225

(8)

658

687

(29)

Other Income (Expense) - net

120

102

18

289

284

5

Interest Expense

110

106

4

305

310

(5)

Income Taxes
Net Income
Less: Special Items
Earnings from Ongoing Operations

$

48

43

5

157

167

(10)

236

245

(9)

784

836

(52)

31

31

—

11

106

205

$

214

$

(9)

$

773

$

(95)

730

$

43

The following after-tax gains (losses), which management considers special items, impacted the U.K. Regulated segment's results and are excluded from
Earnings from Ongoing Operations during the periods ended September 30.
Three Months
Income Statement Line Item

2019

Nine Months

2018

2019

2018

Foreign currency economic hedges, net of tax of ($8), ($7), ($4), ($27)
(a)

Other Income (Expense) - net

Other, net of tax of $0, $0, $1, $0 (b)

Other operation and maintenance

—

—

(4)

U.S. tax reform (c)

Income Taxes

—

3

—

Total Special Items
(a) Unrealized gains (losses) on contracts that economically hedge anticipated GBP-denominated earnings.

$

$

31

31

$

28

$

(b)

Settlement of a contractual dispute.

(c)

Adjustments to certain provisional amounts recognized in the December 31, 2017 Statement of Income related to the enactment of the TCJA.

31

$

15

$

$

103
—
3

11

$

106

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

Nine Months

U.K.
U.K. Adjusted Gross Margins

$

Other operation and maintenance
Depreciation
Other Income (Expense) - net
Interest expense
Income taxes
U.S.
Income taxes
Other
Foreign currency exchange, after-tax

3

$

7

(2)
(2)

—
(11)

18
(10)
(4)

57
(13)
(8)

1

2

—

(1)

(13)

10

Earnings from Ongoing Operations

(9)

43

Special items, after-tax

—

(95)

$

Net Income

U.K.
•

See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of U.K. Adjusted Gross Margins.

•

Higher other income (expense) - net for the three and nine month periods primarily from higher pension income.
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(9)

$

(52)
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Kentucky Regulated Segment
The Kentucky Regulated segment consists primarily of LKE's regulated electricity generation, transmission and distribution operations conducted by
LG&E and KU, as well as LG&E's regulated distribution and sale of natural gas. In addition, certain acquisition-related financing costs are allocated to the
Kentucky Regulated segment. The Kentucky Regulated segment represents 26% of PPL's Net Income for the nine months ended September 30, 2019 and
35% of PPL's assets at September 30, 2019.
Net Income and Earnings from Ongoing Operations for the periods ended September 30 include the following results.
Three Months
2019
Operating revenues

$

Fuel

844

$

194

Energy purchases

Nine Months

2018

$ Change
802

2019

$

206

42

$

2018
2,421

$

$ Change
2,417

$

4

(12)

556

609

(53)
(10)

19

22

(3)

125

135

Other operation and maintenance

205

216

(11)

627

632

(5)

Depreciation

144

119

25

402

354

48

Taxes, other than income
Total operating expenses
Other Income (Expense) - net
Interest Expense
Income Taxes
Net Income
Less: Special Items
Earnings from Ongoing Operations

$

19

18

1

55

53

581

581

—

1,765

1,783

2

—

2

2

74

69

5

222

2
(18)

(2)

4

205

17

41

30

11

72

95

(23)

150

122

28

364

332

32

—

2

(2)

—

150

$

120

$

30

$

364

(7)
$

7

339

$

25

The following after-tax gains (losses), which management considers special items, impacted the Kentucky Regulated segment's results and are excluded
from Earnings from Ongoing Operations during the periods ended September 30.
Three Months
Income Statement Line Item
Kentucky state tax reform (a)

Income Taxes

U.S. tax reform (b)

Income Taxes

2019
$

Nine Months

2018
—

2019

$

—

—

$

2018
—

2

$

2

$
—
$
2
$
—
$
Total Special Items
(a) During the second quarter of 2018, LKE recorded deferred income tax expense, primarily associated with LKE's non-regulated entities, due to the Kentucky corporate income tax rate
reduction from 6% to 5%, as enacted by HB 487, effective January 1, 2018.
(b)

(9)

—

(7)

Adjustments to certain provisional amounts recognized in the December 31, 2017 Statement of Income related to the enactment of the TCJA.

The changes in the components of the Kentucky Regulated segment's results between these periods are due to the factors set forth below, which reflect
amounts classified as Kentucky Adjusted Gross Margins and the items that management considers special, on separate lines and not in their respective
Statement of Income line items.
Three Months
Kentucky Adjusted Gross Margins

$

Other operation and maintenance
Depreciation
Taxes, other than income

44

Nine Months
$

42

10
(10)
(2)

1
(19)
(2)

2
(5)

4
(17)

Income Taxes

(9)

16

Earnings from Ongoing Operations

30

25

Special items, after-tax

(2)

Other Income (Expense) - net
Interest Expense

$

Net Income

•

See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of Kentucky Adjusted Gross Margins.
90

28

7
$

32
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•

Lower other operation and maintenance expense for the three month period primarily due to a decrease in storm costs.

•

Higher depreciation expense for the three month period primarily due to a $6 million increase related to higher depreciation rates effective May 1, 2019
and a $4 million increase related to additional assets placed into service, net of retirements.

•

Higher depreciation expense for the nine month period primarily due to a $10 million increase related to higher depreciation rates effective May 1,
2019 and a $9 million increase related to additional assets placed into service, net of retirements.

•

Higher interest expense for the nine month period primarily due to increased borrowings and higher interest rates.

•

Higher income taxes for the three month period primarily due to the higher pre-tax income.

• Lower income taxes for the nine month period primarily due to the recording of a deferred tax benefit related to a Kentucky recycling credit.
Pennsylvania Regulated Segment
The Pennsylvania Regulated segment includes the regulated electricity transmission and distribution operations of PPL Electric. In addition, certain costs
are allocated to the Pennsylvania Regulated segment. The Pennsylvania Regulated segment represents 24% of PPL's Net Income for the nine months ended
September 30, 2019 and 27% of PPL's assets at September 30, 2019.
Net Income and Earnings from Ongoing Operations for the periods ended September 30 include the following results.
Three Months
2019
Operating revenues

$

Nine Months

2018
590

$

$ Change
548

$

2019
42

$

2018
1,756

$

$ Change
1,704

$

52

Energy purchases

132

127

5

413

403

Other operation and maintenance

137

127

10

417

419

(2)

99

89

10

290

262

28

Depreciation
Taxes, other than income
Total operating expenses
Other Income (Expense) - net
Interest Expense
Income Taxes
Net Income
Less: Special Item
Earnings from Ongoing Operations

29

27

2

84

81

3

397

370

27

1,204

1,165

39

8

9

(1)

21

23

(2)

43

40

3

126

116

10

40

35

5

114

111

3

118

112

6

333

335

(2)

—
$

10

118

(5)
$

117

5
$

1

—
$

333

(5)
$

5

340

$

(7)

The following after-tax gains (losses), which management considers special items, impacted the Pennsylvania Regulated segment's results and are
excluded from Earnings from Ongoing Operations during the periods ended September 30.
Three Months
Income Statement Line Item
IT transformation, net of tax of $0, $2, $0, $2 (a)

Other operation and maintenance

Total Special Item
(a)

2019

Nine Months

2018

2019

2018

$

—

$

(5)

$

—

$

(5)

$

—

$

(5)

$

—

$

(5)

In June 2018, PPL EU Services' IT department announced an internal reorganization, which was substantially completed in the third quarter of 2018. As a result, $5 million of after-tax costs,
which includes separation benefits as well as outside services for strategic consulting to establish the new IT organization, were incurred.

The changes in the components of the Pennsylvania Regulated segment's results between these periods are due to the factors set forth below, which reflect
amounts classified as Pennsylvania Adjusted Gross Margins on a separate line and not in their respective Statement of Income line items.
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Three Months
Pennsylvania Adjusted Gross Margins
Other operation and maintenance
Depreciation

$

Nine Months

24
(10)
(6)

Taxes, other than income
Other Income (Expense) - net
Interest Expense
Income Taxes

$

30
(5)
(18)

—
(1)
(3)
(3)

(1)
(2)
(10)
(1)

Earnings from Ongoing Operations

1

(7)

Special Item, after tax

5
$

Net Income

5

6

$

(2)

•

See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of Pennsylvania Adjusted Gross Margins.

•

Higher other operation and maintenance expense for the three month period primarily due to a $4 million increase related to higher vegetation
management costs and a $2 million increase related to higher support costs.

•

Higher depreciation expense for the nine month period primarily due to additional assets placed into service, related to the ongoing efforts to ensure the
reliability of the delivery system and the replacement of aging infrastructure, net of retirements.

•

Higher interest expense for the nine month period primarily due to the June 2018 issuance of $400 million of 4.15% First Mortgage Bonds due 2048
and the September 2019 issuance of $400 million of 3.00% First Mortgage Bonds due 2049.

Reconciliation of Earnings from Ongoing
-- -Operations
----The following tables contain after-tax gains (losses), in total, which management considers special items, that are excluded from Earnings from Ongoing
Operations and a reconciliation to PPL's "Net Income" for the periods ended September 30.
2019 Three Months
U.K.
Regulated
Net Income
Less: Special Items (expense) benefit:

$

KY
Regulated

236

$

PA
Regulated

150

$

118

Corporate
and Other
$

(29)

Total
$

475

Foreign currency economic hedges, net of tax of ($8)

31

—

—

—

Talen litigation costs, net of tax of $0 (a)

—

—

—

(1)

(1)

Total Special Items

31

—

—

(1)

30

$

Earnings from Ongoing Operations

205

$

150

$

118

$

(28)

31

$

445

2018 Three Months
U.K.
Regulated
Net Income
Less: Special Items (expense) benefit:

$

Foreign currency economic hedges, net of tax of ($7)

KY
Regulated

245

$

PA
Regulated

122

$

112

Corporate
and Other
$

(34)

Total
$

445

28

—

—

—

28

3

2

—

(5)

—

IT transformation, net of tax of $2

—

—

(5)

—

(5)

Total Special Items

31

2

(5)

(5)

23

U.S. tax reform

$

Earnings from Ongoing Operations

92

214

$

120

$

117

$

(29)

$

422
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2019 Nine Months
U.K.
Regulated
Net Income
Less: Special Items (expense) benefit:

$

KY
Regulated

784

$

PA
Regulated

364

$

333

Corporate
and Other
$

(99)

Total
$

1,382

Foreign currency economic hedges, net of tax of ($4)

15

—

—

—

15

Talen litigation costs, net of tax of $1 (a)

—

—

—

(4)

(4)

Other, net of tax of $1

(4)

—

—

—

(4)

Total Special Items

11

—

—

(4)

$

Earnings from Ongoing Operations

773

$

364

$

333

$

(95)

7
$

1,375

2018 Nine Months
U.K.
Regulated
Net Income
Less: Special Items (expense) benefit:

$

Foreign currency economic hedges, net of tax of ($27)

KY
Regulated

836

$

PA
Regulated

332

$

335

Corporate
and Other
$

(91)

Total
$

1,412

103

—

—

—

103

3

2

—

(5)

—

Kentucky state tax reform

—

(9)

—

—

(9)

IT transformation, net of tax of $2

—

—

(5)

—

(5)

106

(7)

(5)

(5)

89

U.S. tax reform

Total Special Items
$

Earnings from Ongoing Operations
(a)

730

$

339

$

340

$

(86)

$

1,323

PPL incurred legal expenses related to litigation with its former affiliate, Talen Montana, and related cases. See Note 11 to the Financial Statements for additional information.

Adjusted Gross Margins
Management also utilizes the following non-GAAP financial measures as indicators of performance for its businesses:
• "U.K. Adjusted Gross Margins" is a single financial performance measure of the electricity distribution operations of the U.K. Regulated segment. In
calculating this measure, direct costs such as connection charges from National Grid, which owns and manages the electricity transmission network in
England and Wales, and Ofgem license fees (recorded in "Other operation and maintenance" on the Statements of Income) are deducted from operating
revenues, as they are costs passed through to customers. As a result, this measure represents the net revenues from the delivery of electricity across
WPD's distribution network in the U.K. and directly related activities.
• "Kentucky Adjusted Gross Margins" is a single financial performance measure of the electricity generation, transmission and distribution operations of
the Kentucky Regulated segment, LKE, LG&E and KU, as well as the Kentucky Regulated segment's, LKE's and LG&E's distribution and sale of
natural gas. In calculating this measure, fuel, energy purchases and certain variable costs of production (recorded in "Other operation and maintenance"
on the Statements of Income) are deducted from operating revenues. In addition, certain other expenses, recorded in "Other operation and
maintenance", "Depreciation" and "Taxes, other than income" on the Statements of Income, associated with approved cost recovery mechanisms are
offset against the recovery of those expenses, which are included in revenues. These mechanisms allow for direct recovery of these expenses and, in
some cases, returns on capital investments and performance incentives. As a result, this measure represents the net revenues from electricity and gas
operations.
•

"Pennsylvania Adjusted Gross Margins" is a single financial performance measure of the electricity transmission and distribution operations of the
Pennsylvania Regulated segment and PPL Electric. In calculating this measure, utility revenues and expenses associated with approved recovery
mechanisms, including energy provided as a PLR, are offset with minimal impact on earnings. Costs associated with these mechanisms are recorded in
"Energy purchases," "Other operation and maintenance," (which are primarily Act 129, Storm Damage and Universal Service program costs),
"Depreciation," (which is primarily related to the Act 129 Smart Meter program) and "Taxes, other than income," (which is primarily gross receipts
tax) on the Statements of Income. This measure represents the net revenues from the Pennsylvania Regulated segment's and PPL Electric's electricity
delivery operations.
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These measures are not intended to replace "Operating Income," which is determined in accordance with GAAP, as an indicator of overall operating
performance. Other companies may use different measures to analyze and report their results of operations. Management believes these measures provide
additional useful criteria to make investment decisions. These performance measures are used, in conjunction with other information, by senior
management and PPL's Board of Directors to manage operations and analyze actual results compared with budget.
Changes in Adjusted Gross Margins
The following table shows Adjusted Gross Margins by PPL's reportable segment and by component, as applicable, for the periods ended September 30 as
well as the change between periods. The factors that gave rise to the changes are described following the table.
Three Months
2019

Nine Months

2018

$ Change

2019

2018

$ Change

U.K. Regulated
U.K. Adjusted Gross Margins
Impact of changes in foreign currency exchange rates
U.K. Adjusted Gross Margins excluding impact of foreign
currency exchange rates

$

446

$

467

$

(21)
(24)

$

3

$

22

$

1,492

$

1,578

$

(86)
(93)

$

7

$

23

Kentucky Regulated
Kentucky Adjusted Gross Margins
LG&E

$

KU
Total Kentucky Adjusted Gross Margins

262

$

240

310

288

$

572

$

$

232

$

$

22

528

$

225

$

720

$

866

697
847

19

44

$

1,586

$

1,544

$

7

$

696

$

695

$

42

Pennsylvania Regulated
Pennsylvania Adjusted Gross Margins
Distribution
Transmission
Total Pennsylvania Adjusted Gross Margins

155
$

387

138
$

363

17
$

24

440
$

1,136

411
$

1,106

1
29

$

30

U.K. Adjusted Gross Margins
U.K. Adjusted Gross Margins, excluding the impact of changes in foreign currency exchange rates, increased for the three months ended September 30,
2019 compared with 2018, primarily due to $15 million from the April 1, 2019 price increase, partially offset by $10 million of lower volumes.
U.K. Adjusted Gross Margins, excluding the impact of changes in foreign currency exchange rates, increased for the nine months ended September 30,
2019 compared with 2018, primarily due to $66 million from the April 1, 2018 and 2019 price increases, partially offset by $54 million of lower volumes.
Kentucky Adjusted Gross Margins
Kentucky Adjusted Gross Margins increased for the three months ended September 30, 2019 compared with 2018, primarily due to higher retail rates
approved by the KPSC of $42 million ($15 million at LG&E and $27 million at KU), inclusive of the termination of the TCJA bill credit mechanism and $9
million of increased sales volumes primarily due to weather ($4 million at LG&E and $5 million at KU). This was partially offset by a $14 million decrease
at KU primarily due to the termination of eight supply contracts with Kentucky municipalities on April 30, 2019.
Kentucky Adjusted Gross Margins increased for the nine months ended September 30, 2019 compared with 2018, primarily due to higher retail rates
approved by the KPSC of $77 million ($29 million at LG&E and $48 million at KU), inclusive of the termination of the TCJA bill credit mechanism. This
was partially offset by $27 million of decreased sales volumes primarily due to weather ($12 million at LG&E and $15 million at KU) and a $22 million
decrease at KU primarily due to the termination of eight supply contracts with Kentucky municipalities on April 30, 2019.
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Pennsylvania Adjusted Gross Margins
Distribution
Distribution Adjusted Gross Margins increased for the three months ended September 30, 2019 compared with 2018, primarily due to returns on additional
distribution system improvement capital investments.
Transmission
Transmission Adjusted Gross Margins increased for the three months ended September 30, 2019 compared with 2018, primarily due to an increase from
returns on additional transmission capital investments focused on replacing aging infrastructure.
Transmission Adjusted Gross Margins increased for the nine months ended September 30, 2019 compared with 2018, primarily due to an increase of $60
million from returns on additional transmission capital investments focused on replacing aging infrastructure and improving reliability, partially offset by
$27 million from the impact of the reduced U.S. federal corporate income taxes as a result of the TCJA in the first five months of 2019.
Reconciliation of Adjusted Gross Margins
The following tables contain the components from the Statement of Income that are included in the non-GAAP financial measures and a reconciliation to
PPL's "Operating Income" for the periods ended September 30.
2019 Three Months
U.K.
Adjusted Gross
Margins
Operating Revenues
Operating Expenses

$

Kentucky
Adjusted Gross
Margins

481

(c)

$

844

Pennsylvania
Adjusted Gross
Margins
$

590

Operating
Income (b)

Other (a)
$

18

$

1,933

Fuel

—

194

—

—

194

Energy purchases

—

19

132

(1)

150

Other operation and maintenance

35

25

30

390

480

Depreciation

—

33

14

259

306

Taxes, other than income

—

1

27

49

77

35

272

203

697

1,207

Total Operating Expenses
$

Total

446

$

572

$

387

$

(679)

$

726

2018 Three Months
U.K.
Adjusted Gross
Margins
Operating Revenues
Operating Expenses

$

Kentucky
Adjusted Gross
Margins

508

(c)

$

802

Pennsylvania
Adjusted Gross
Margins
$

548

Operating
Income (b)

Other (a)
$

14

$

1,872

Fuel

—

206

—

—

206

Energy purchases

—

22

127

—

149

Other operation and maintenance

41

26

23

389

479

Depreciation

—

18

10

247

275

Taxes, other than income

—

2

25

50

77

41

274

185

686

1,186

Total Operating Expenses
Total

$

467

95

$

528

$

363

$

(672)

$

686
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2019 Nine Months
U.K.
Adjusted Gross
Margins
Operating Revenues
Operating Expenses

$

Kentucky
Adjusted Gross
Margins

1,586

(c)

$

2,421

Pennsylvania
Adjusted Gross
Margins
$

1,756

Operating
Income (b)

Other (a)
$

52

$

5,815

Fuel

—

556

—

—

Energy purchases

—

125

413

—

538

Other operation and maintenance

94

70

92

1,196

1,452

Depreciation

—

81

36

773

890

Taxes, other than income

—

3

79

150

232

94

835

620

2,119

3,668

Total Operating Expenses
$

Total

1,492

$

1,586

$

1,136

$

(2,067)

556

$

2,147

2018 Nine Months
U.K.
Adjusted Gross
Margins
Operating Revenues
Operating Expenses

$

Kentucky
Adjusted Gross
Margins

1,687

(c)

$

2,417

Pennsylvania
Adjusted Gross
Margins
$

1,704

Operating
Income (b)

Other (a)
$

38

$

5,846

Fuel

—

609

—

—

Energy purchases

—

135

403

—

538

109

74

92

1,178

1,453

Depreciation

—

52

26

739

817

Taxes, other than income

—

3

77

154

234

109

873

598

2,071

3,651

Other operation and maintenance

Total Operating Expenses
$

Total
(a) Represents amounts excluded from Adjusted Gross Margins.

1,578

$

1,544

$

1,106

$

(2,033)

609

$

2,195

(b)

As reported on the Statements of Income.

(c)

Excludes ancillary revenues of $10 million and $29 million for the three and nine months ended September 30, 2019 and $8 million and $29 million for the three and nine months ended
September 30, 2018.

PPL Electric: Statement of Income Analysis, Earnings and Adjusted Gross Margins
Statement of Income Analysis
Net income for the periods ended September 30 includes the following results.
Three Months
2019
Operating Revenues
Operating Expenses
Operation

$

Nine Months

2018
590

$

$ Change
548

$

2019
42

$

2018
1,756

$

$ Change
1,704

$

52

Energy purchases

132

127

5

413

403

Other operation and maintenance

137

127

10

417

419

(2)

99

89

10

290

262

28

Depreciation

10

Taxes, other than income

29

27

2

84

81

3

Total Operating Expenses

397

370

27

1,204

1,165

39

Other Income (Expense) - net

7

5

2

18

18

—

Interest Income from Affiliate

1

4

(3)

3

5

(2)

Interest Expense

43

41

2

126

117

Income Taxes

40

35

5

114

111

Net Income

$

118

$

111

96

$

7

$

333

$

334

9
3
$

(1)
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Operating Revenues
The increase (decrease) in operating revenues for the periods ended September 30, 2019 compared with 2018 was due to:
Three Months
Distribution price (a)

$

Nine Months

18

$

20

Distribution volume

1

(3)

PLR (b)

6

11

17

29

1

(6)

Transmission Formula Rate (c)
TCJA refund (d)
Other

(1)
$

Total

42

1
$

52

(a)

Distribution price variances were primarily due to reconcilable cost recovery mechanisms approved by the PUC.

(b)

The increase for the nine months ended September 30, 2019 was primarily due to higher energy volumes partially offset by lower energy prices and lower transmission enhancement
expenses as described below.

(c)

The increase for the three months ended September 30, 2019 was primarily due to increased returns on capital investments. The increase for the nine months ended September 30, 2019 was
primarily due to $60 million of increased returns on capital investments partially offset by a $27 million unfavorable impact of the TCJA which reduced the revenue requirement that went
into effect June 1, 2018.

(d)

Represents the estimated income tax savings owed to or already returned to distribution customers related to the reduced U.S. federal corporate income taxes as a result of the TCJA. The
TCJA customer refund for the period January through June 2018 was recorded as a regulatory liability during the second quarter of 2018 and the negative surcharge rate for distribution
customers went into effect July 1, 2018, based on the PUC Order.

Energy Purchases
Energy purchases increased $10 million for the nine months ended September 30, 2019 compared with 2018, primarily due to higher PLR volumes of $28
million, partially offset by lower PLR prices of $12 million and lower transmission enhancement expenses of $8 million.
Other Operation and Maintenance
The decrease in other operation and maintenance for the periods ended September 30, 2019 compared with 2018 was due to:
Three Months
Storm costs

$

Nine Months

(4)

$

(5)

Vegetation management

4

7

Support costs

2

(4)

Act 129

4

3

Act 129 Smart Meter Program

—

(3)

Contractor-related expenses

(3)

3

7

(3)

Other
$

Total

10

$

(2)

Depreciation
Depreciation increased $10 million and $28 million for the three and nine months ended September 30, 2019 compared with 2018, primarily due to
additional assets placed into service, related to the ongoing efforts to ensure the reliability of the delivery system and the replacement of aging infrastructure
as well as the roll-out of the Act 129 Smart Meter program, net of retirements.
Interest Expense
Interest expense increased $9 million for the nine months ended September 30, 2019 compared with 2018, primarily due to the June 2018 issuance of $400
million of 4.15% First Mortgage Bonds due 2048 and the September 2019 issuance of $400 million of 3.00% First Mortgage Bonds due 2049.
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Income Taxes
The increase (decrease) in income taxes for the periods ended September 30, 2019 compared with 2018 was due to:
Three Months
Change in pre-tax income

$

Nine Months
4

Other

$

2

1
$

Total

5

1
$

3

Earnings
Three Months Ended
September 30,
2019
Net Income

$

Special Item, gain (loss), after-tax (a)
(a)

Nine Months Ended
September 30,

2018
118
—

$

2019
111

$

(5)

2018
333

$

334

—

(5)

In June 2018, PPL EU Services' IT department announced an internal reorganization which was substantially completed in the third quarter of 2018. As a result, $5 million of after-tax costs,
which includes separation benefits as well as outside services for strategic consulting to establish the new IT organization, were incurred.

Earnings increased for the three month period in 2019 compared with 2018, driven primarily by returns on additional capital investments in transmission
primarily offset by higher operation and maintenance expense.
Earnings decreased for the nine month period in 2019 compared with 2018, driven primarily by year-over-year differences in the impact of reduced income
taxes in rates due to U.S. tax reform, higher depreciation expense and higher interest expense, offset by returns on additional capital investments in
transmission.
The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts classified as Pennsylvania Adjusted
Gross Margins and the item that management considers special on separate lines and not in their respective Statement of Income line items.
Three Months
Pennsylvania Adjusted Gross Margins
Other operation and maintenance
Depreciation

$

Taxes, other than income
Other Income (Expense) - net
Interest Expense
Income Taxes

Nine Months

24
(10)
(6)

$

—
(1)
(2)
(3)

Special Item, after tax (a)

(1)
(2)
(9)
(1)

5
$

Net Income

7

30
(5)
(18)

5
$

(1)

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

Adjusted Gross Margins
"Adjusted Gross Margins" is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its business. See
PPL's "Results of Operations - Adjusted Gross Margins" for information on why management believes this measure is useful and for explanations of the
underlying drivers of the changes between periods. Within PPL's discussion, PPL Electric's Adjusted Gross Margins are referred to as "Pennsylvania
Adjusted Gross Margins."
The following tables contain the components from the Statements of Income that are included in this non-GAAP financial measure and a reconciliation to
"Operating Income" for the periods ended September 30.
98

Table of Contents

2019 Three Months
Adjusted Gross
Margins
Operating Revenues
Operating Expenses

$

590

Energy purchases

2018 Three Months
Operating
Income (b)

Other (a)
$

—

$

Adjusted Gross
Margins

590

$

548

Operating
Income (b)

Other (a)
$

—

$

548

132

—

132

127

—

127

Other operation and maintenance

30

107

137

23

104

127

Depreciation

14

85

99

10

79

89

Taxes, other than income

27

2

29

25

2

27

203

194

397

185

185

370

Total Operating Expenses
$

Total

387

$

(194)

$

193

$

363

$

2019 Nine Months
Adjusted Gross
Margins
Operating Revenues
Operating Expenses

$

1,756

Energy purchases

—

$

178

2018 Nine Months
Operating
Income (b)

Other (a)
$

(185)

$

Adjusted Gross
Margins

1,756

$

1,704

Operating
Income (b)

Other (a)
$

—

$

1,704

413

—

413

403

—

403

Other operation and maintenance

92

325

417

92

327

419

Depreciation

36

254

290

26

236

262

Taxes, other than income

79

5

84

77

4

81

620

584

1,204

598

567

1,165

Total Operating Expenses
$

Total

1,136

(a)

Represents amounts excluded from Adjusted Gross Margins.

(b)

As reported on the Statements of Income.

$

(584)

$

552

$

1,106

$

(567)

$

539

LKE: Statement of Income Analysis, Earnings and Adjusted Gross Margins
Statement of Income Analysis
Net income for the periods ended September 30 includes the following results.
Three Months
2019
Operating Revenues
Operating Expenses
Operation

$

Fuel
Energy purchases
Other operation and maintenance
Depreciation

Nine Months

2018
844

$

$ Change
802

$

2019
42

$

2018
2,421

$

$ Change
2,417

$

4

194

206

(12)

556

609

(53)

19

22

(3)

125

135

(10)

205

216

(11)

627

632

(5)

144

119

25

402

354

48

Taxes, other than income

19

18

1

55

53

Total Operating Expenses

581

581

—

1,765

1,783

2

—

2

2

57

52

5

169

7

7

—

23

18

5

43

32

11

78

102

(24)

Other Income (Expense) - net
Interest Expense
Interest Expense with Affiliate
Income Taxes
Net Income

$

158

$

130

$

28

$

388

(2)

4

154

$

Operating Revenues
The increase (decrease) in operating revenues for the periods ended September 30, 2019 compared with 2018 was due to:
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15
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Three Months
Higher retail rates (a)

$

ECR
Fuel and other energy purchase prices
Municipal supply (b)

$

77

21
(7)
(22)

40
(16)
(37)

9

(65)

Volumes (c)
Other

Nine Months

42

(1)
$

Total
(a)

The higher retail rates were due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.

(b)

The decreases were primarily due to the termination of eight supply contracts with Kentucky municipalities on April 30, 2019.

(c)

The decrease for the nine months ended September 30, 2019 was primarily due to weather.

42

5
$

4

Fuel
Fuel decreased $12 million for the three months ended September 30, 2019 compared with 2018, primarily due to a $9 million decrease in commodity costs
and an $8 million decrease in volumes driven by the termination of eight supply contracts with Kentucky municipalities on April 30, 2019, partially offset
by a $3 million increase in volumes driven by weather.
Fuel decreased $53 million for the nine months ended September 30, 2019 compared with 2018, primarily due to a $22 million decrease in commodity
costs, a $21 million decrease in volumes driven by weather and a $14 million decrease in volumes driven by the termination of eight supply contracts with
Kentucky municipalities on April 30, 2019.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance for the periods ended September 30, 2019 compared with 2018 was due to:
Three Months
DSM program costs
Plant operations and maintenance
Storm costs

$

Nine Months

(4)
(7)
(9)

$

(11)
(9)
(8)

Administrative and general

2

2

Vegetation management

2

3

Gas distribution maintenance and compliance

2

6

Transmission credits

3

10

Other

—
$

Total

(11)

2
$

(5)

Depreciation
Depreciation increased $25 million for the three months ended September 30, 2019 compared with 2018, primarily due to higher depreciation rates
effective May 1, 2019.
Depreciation increased $48 million for the nine months ended September 30, 2019 compared with 2018, primarily due to a $33 million increase related to
higher depreciation rates effective May 1, 2019 and an $11 million increase related to additional assets placed into service, net of retirements.
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Income Taxes
The increase (decrease) in income taxes for the periods ended September 30, 2019 compared with 2018 was due to:
Three Months
Change in pre-tax income
Amortization of excess deferred income tax

$

Nine Months

10
(2)

$

1
(3)

Kentucky state tax reform (a)

—

(9)

Kentucky recycling credit, net of federal income tax expense (b)

—

(20)

Valuation allowance adjustments (b)

—

3

Other

3
$

Total

4

11

$

(24)

(a)

During the second quarter of 2018, LKE recorded deferred income tax expense, primarily associated with LKE's non-regulated entities, due to the Kentucky corporate income tax rate
reduction from 6% to 5%, as enacted by HB 487, effective January 1, 2018.

(b)

During the second quarter of 2019, LKE recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a
result, qualify for a Kentucky recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky, with the benefit
recognized during the period in which the assets are placed into service. A portion of this amount has been reserved due to insufficient Kentucky taxable income projected at LKE. During
the third quarter of 2019, LKE filed the Kentucky recycling credit application with the Kentucky Department of Revenue and expects a ruling in the fourth quarter of 2019.

Earnings
Three Months Ended
September 30,
2019
Net Income

$

Special items, gains (losses), after-tax

Nine Months Ended
September 30,

2018
158

$

2019
130

—

$

2018
388

2

$

358

—

(7)

Excluding special items, earnings increased for the three month period in 2019 compared with 2018, primarily due to higher retail rates approved by the
KPSC, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019, higher sales volumes primarily driven by weather and lower
other operation and maintenance expense. This was partially offset by lower municipal supply revenues primarily due to the termination of eight supply
contracts with Kentucky municipalities on April 30, 2019, higher depreciation expense and higher income taxes.
Excluding special items, earnings increased for the nine month period in 2019 compared with 2018, primarily due to higher retail rates approved by the
KPSC, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019, lower other operation and maintenance expense and lower
income taxes. This was partially offset by lower municipal supply revenues primarily due to the termination of eight supply contracts with Kentucky
municipalities, lower sales volumes primarily driven by weather, higher depreciation expense and higher interest expense.
The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts classified as Adjusted Gross
Margins and the items that management considers special on separate lines and not in their respective Statement of Income line items.
Three Months
Adjusted Gross Margins

$

Other operation and maintenance
Depreciation
Taxes, other than income

44

Nine Months
$

42

10
(10)
(2)

1
(19)
(2)

Other Income (Expense) - net
Interest Expense

2
(5)

4
(20)

Income Taxes

(9)

17

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

(2)
$

Net Income
(a)

See PPL's "Results of Operations - Segment Earnings - Kentucky Regulated Segment" for details of the special item.
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Adjusted Gross Margins
"Adjusted Gross Margins" is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its business. See
PPL's "Results of Operations - Adjusted Gross Margins" for an explanation of why management believes this measure is useful and the factors underlying
changes between periods. Within PPL's discussion, LKE's Adjusted Gross Margins are referred to as "Kentucky Adjusted Gross Margins."
The following tables contain the components from the Statements of Income that are included in this non-GAAP financial measure and a reconciliation to
"Operating Income" for the periods ended September 30.
2019 Three Months
Adjusted Gross
Margins
Operating Revenues
Operating Expenses

$

844

Fuel

2018 Three Months
Operating
Income (b)

Other (a)
$

—

$

Adjusted Gross
Margins

844

$

802

Operating
Income (b)

Other (a)
$

—

$

802

194

—

194

206

—

Energy purchases

19

—

19

22

—

206
22

Other operation and maintenance

25

180

205

26

190

216

Depreciation

119

33

111

144

18

101

Taxes, other than income

1

18

19

2

16

18

Total Operating Expenses

272

309

581

274

307

581

Total

$

572

$

(309)

$

263

$

528

2019 Nine Months
Adjusted Gross
Margins
Operating Revenues
Operating Expenses

$

2,421

—

(307)

$

221

2018 Nine Months
Operating
Income (b)

Other (a)
$

$

$

Adjusted Gross
Margins

2,421

$

2,417

Operating
Income (b)

Other (a)
$

—

$

2,417

Fuel

556

—

556

609

—

609

Energy purchases

125

—

125

135

—

135

Other operation and maintenance

70

557

627

74

558

632

Depreciation

81

321

402

52

302

354

3

52

55

3

50

53

835

930

1,765

873

910

1,783

Taxes, other than income
Total Operating Expenses
$

Total
(a)

Represents amounts excluded from Adjusted Gross Margins.

(b)

As reported on the Statements of Income.

1,586

$

(930)
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$

1,544

$

(910)

$

634
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LG&E: Statement of Income Analysis, Earnings and Adjusted Gross Margins
Statement of Income Analysis
Net income for the periods ended September 30 includes the following results.
Three Months
2019

Nine Months

2018

$ Change

2019

2018

$ Change

Operating Revenues
Retail and wholesale

$

Electric revenue from affiliate
Total Operating Revenues

380

$

357

$

23

2

5

382

362

20

79

83

14

17

$

(3)

1,105

$

1,095

$

10

21

21

—

1,126

1,116

10

(4)

226

234

(8)

(3)

110

121

(11)
(4)

Operating Expenses
Operation
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation

2

2

—

6

10

92

95

(3)

282

277

5

61

49

12

168

146

22

Taxes, other than income

10

9

1

29

27

2

Total Operating Expenses

258

255

3

821

815

6

Other Income (Expense) - net

—

(3)

3

(1)

(5)

Interest Expense

22

20

2

65

57

8

Income Taxes

22

18

4

51

51

—

Net Income

$

80

$

66

$

14

$

188

$

188

4

$

—

Operating Revenues
The increase (decrease) in operating revenues for the periods ended September 30, 2019 compared with 2018 was due to:
Three Months
Higher retail rates (a)

$

ECR
Fuel and other energy purchase prices
Volumes (b)
Other

Nine Months

15

$

17
(2)

1

(35)

(1)
$

Total
(a)

The higher retail rates were due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.

(b)

For the nine months ended September 30, 2019, the decrease was primarily due to weather.

20

1
$

Fuel
Fuel decreased $4 million for the three months ended September 30, 2019 compared with 2018, primarily due to a decrease in commodity costs.
Energy Purchases
Energy purchases decreased $11 million for the nine months ended September 30, 2019 compared with 2018, primarily due to a $5 million decrease in
commodity costs and a $4 million decrease in volumes due to the expiration of a capacity purchase tolling agreement.
Depreciation
Depreciation increased $12 million for the three months ended September 30, 2019 compared with 2018, primarily due to higher depreciation rates
effective May 1, 2019.
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Depreciation increased $22 million for the nine months ended September 30, 2019 compared with 2018, primarily due to a $16 million increase related to
higher depreciation rates effective May 1, 2019 and a $6 million increase related to additional assets placed into service, net of retirements.
Income Taxes
Income taxes increased $4 million for the three months ended September 30, 2019 compared with 2018 primarily due to higher pre-tax income.
Earnings
Three Months Ended
September 30,
2019
Net Income

$

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

Nine Months Ended
September 30,

2018
80
—

$

2019
66

$

—

2018
188

$

188

—

—

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

Earnings increased for the three month period in 2019 compared with 2018, primarily due to higher retail rates approved by the KPSC, inclusive of the
termination of the TCJA bill credit mechanism, effective May 1, 2019 and higher sales volumes primarily driven by weather, partially offset by higher
depreciation expense and higher income taxes.
Earnings are comparable for the nine month period in 2019 compared with 2018, primarily due to higher retail rates approved by the KPSC, inclusive of the
termination of the TCJA bill credit mechanism, effective May 1, 2019 offset by lower sales volumes primarily driven by weather, higher other operation
and maintenance expense, higher depreciation expense and higher interest expense.
The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts classified as Adjusted Gross
Margins on a separate line and not in their respective Statement of Income line items.
Three Months
Adjusted Gross Margins

$

22

Nine Months
$

23

Other operation and maintenance
Depreciation
Taxes, other than income

2
(4)
(3)

(8)
(8)
(3)

Other Income (Expense) - net
Interest Expense

3
(2)

4
(8)

Income Taxes

(4)
$

Net Income

14

—
$

—

Adjusted Gross Margins
"Adjusted Gross Margins" is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its business. See
PPL's "Results of Operations - Adjusted Gross Margins" for an explanation of why management believes this measure is useful and the factors underlying
changes between periods. Within PPL's discussion, LG&E's Adjusted Gross Margins are included in "Kentucky Adjusted Gross Margins."
The following tables contain the components from the Statements of Income that are included in this non-GAAP financial measure and a reconciliation to
"Operating Income" for the periods ended September 30.
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2019 Three Months
Adjusted Gross
Margins
Operating Revenues
Operating Expenses

$

382

Other (a)
$

2018 Three Months
Operating Income
(b)

—

$

382

Adjusted Gross
Margins
$

362

$

—

$

362

Fuel

79

—

79

83

—

83

Energy purchases, including affiliate

16

—

16

19

—

19

9

83

92

10

85

95

Depreciation

16

45

61

8

41

49

Taxes, other than income

—

10

10

2

7

9

120

138

258

122

133

255

Other operation and maintenance

Total Operating Expenses
$

Total

262

$

(138)

$

124

$

240

2019 Nine Months
Adjusted Gross
Margins
Operating Revenues
Operating Expenses

$

1,126

$

—

(133)

$

107

2018 Nine Months
Operating Income
(b)

Other (a)

$

$

1,126

Adjusted Gross
Margins
$

1,116

Operating Income
(b)

Other (a)
$

—

$

1,116

Fuel

226

—

226

234

—

234

Energy purchases, including affiliate

116

—

116

131

—

131

Other operation and maintenance

26

256

282

29

248

277

Depreciation

37

131

168

23

123

146

1

28

29

2

25

27

406

415

821

419

396

815

Taxes, other than income
Total Operating Expenses
$
Total
(a) Represents amounts excluded from Adjusted Gross Margins.
(b)

Operating Income
(b)

Other (a)

720

$

(415)

As reported on the Statements of Income.
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KU: Statement of Income Analysis, Earnings and Adjusted Gross Margins
Statement of Income Analysis
Net income for the periods ended September 30 includes the following results.
Three Months
2019

Nine Months

2018

$ Change

2019

2018

$ Change

Operating Revenues
Retail and wholesale

$

Electric revenue from affiliate
Total Operating Revenues
Operating Expenses
Operation
Fuel

464

$

445

$

19

$

1,316

$

1,322

$

(6)

2

2

—

6

10

(4)

466

447

19

1,322

1,332

(10)

(45)

115

123

(8)

330

375

Energy purchases

5

5

—

15

14

1

Energy purchases from affiliate

2

5

(3)

21

21

—

107

114

(7)

320

331

(11)

83

70

13

233

208

25

Taxes, other than income

9

9

—

26

26

—

Total Operating Expenses

321

326

(5)

945

975

(30)

Other operation and maintenance
Depreciation

Other Income (Expense) - net

4

1

3

4

1

3

Interest Expense

28

24

4

82

74

8

Income Taxes

26

21

5

62

59

Net Income

$

95

$

77

$

18

$

237

$

225

3
$

12

Operating Revenues
The increase (decrease) in operating revenues for the periods ended September 30, 2019 compared with 2018 was due to:
Three Months
Municipal supply (a)

Nine Months

(22)

(37)

Volumes (b)
Fuel and other energy purchase prices

7
(4)

(29)
(16)

ECR

13

23

Higher Retail Rates (c)

27

48

Other

(2)
$

Total
(a)

The decreases were primarily due to the termination of eight supply contracts with Kentucky municipalities on April 30, 2019.

(b)

For the nine months ended September 30, 2019, the decrease was primarily due to weather.

(c)

The higher retail rates were due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.

19

1
$

(10)

Fuel
Fuel decreased $8 million for the three months ended September 30, 2019 compared with 2018, primarily due to an $8 million decrease in volumes driven
by the termination of eight supply contracts with Kentucky municipalities on April 30, 2019 and a $6 million decrease in commodity costs, partially offset
by a $5 million increase in volumes primarily driven by weather.
Fuel decreased $45 million for the nine months ended September 30, 2019 compared with 2018, primarily due to a $17 million decrease in volumes driven
by weather, a $16 million decrease in commodity costs and a $14 million decrease in volumes driven by the termination of eight supply contracts with
Kentucky municipalities on April 30, 2019.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance for the periods ended September 30, 2019 compared with 2018 was due to:
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Three Months
Plant operations and maintenance
DSM program costs
Storm costs

$

Nine Months

(6)
(2)
(5)

Transmission credits
Other

$

(10)
(5)
(5)

2

7

4

Total

$

(7)

2
$

(11)

Depreciation
Depreciation increased $13 million for the three months ended September 30, 2019 compared with 2018, primarily due to higher depreciation rates
effective May 1, 2019.
Depreciation increased $25 million for the nine months ended September 30, 2019 compared with 2018, primarily due to a $17 million increase related to
higher depreciation rates effective May 1, 2019 and a $5 million increase related to additional assets placed into service, net of retirements.
Income Taxes
Income taxes increased $5 million for the three months ended September 30, 2019 compared with 2018 primarily due to higher pre-tax income.
Earnings
Three Months Ended
September 30,
2019
Net Income

$

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

Nine Months Ended
September 30,

2018
95
—

$

2019
77

$

—

2018
237

$

225

—

—

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

Earnings increased for the three month period in 2019 compared with 2018, primarily due to higher retail rates approved by the KPSC, inclusive of the
termination of the TCJA bill credit mechanism, effective May 1, 2019, higher sales volumes primarily driven by weather and lower other operation and
maintenance expense, partially offset by lower municipal supply revenues primarily due to the termination of eight supply contracts with Kentucky
municipalities, higher depreciation expense and higher income taxes.
Earnings increased for the nine month period in 2019 compared with 2018, primarily due to higher retail rates approved by the KPSC, inclusive of the
termination of the TCJA bill credit mechanism, effective May 1, 2019, and lower other operation and maintenance expense, partially offset by lower
municipal supply revenues primarily due to the termination of eight supply contracts with Kentucky municipalities, lower sales volumes primarily driven by
weather, higher depreciation expense and higher interest expense.
The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts classified as Adjusted Gross
Margins on a separate line and not in their respective Statement of Income line items.
Three Months
Adjusted Gross Margins

$

Other operation and maintenance
Depreciation
Taxes, other than income
Other Income (Expense) - net
Interest Expense
Income Taxes
$

Net Income

107

Nine Months

22

$

19

7
(6)

10
(10)

1

1

3
(4)
(5)

3
(8)
(3)

18

$

12
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Adjusted Gross Margins
"Adjusted Gross Margins" is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its business. See
PPL's "Results of Operations - Adjusted Gross Margins" for an explanation of why management believes this measure is useful and the factors underlying
changes between periods. Within PPL's discussion, KU's Adjusted Gross Margins are included in "Kentucky Adjusted Gross Margins."
The following tables contain the components from the Statements of Income that are included in this non-GAAP financial measure and a reconciliation to
"Operating Income" for the periods ended September 30.
2019 Three Months
Adjusted Gross
Margins
Operating Revenues
Operating Expenses

$

466

2018 Three Months
Operating
Income (b)

Other (a)
$

—

$

Adjusted Gross
Margins

466

$

447

Operating
Income (b)

Other (a)
$

—

$

447

115

—

115

123

—

7

—

7

10

—

10

Other operation and maintenance

16

91

107

16

98

114

Depreciation

17

66

83

10

60

70

1

8

9

—

9

9

156

165

321

159

167

326

Fuel
Energy purchases, including affiliate

Taxes, other than income
Total Operating Expenses
$

Total

310

$

(165)

$

145

$

288

2019 Nine Months
Adjusted Gross
Margins
Operating Revenues
Operating Expenses

$

Fuel

1,322

—

(167)

$

121

2018 Nine Months
Operating
Income (b)

Other (a)
$

$

123

$

Adjusted Gross
Margins

1,322

$

1,332

Operating
Income (b)

Other (a)
$

—

$

1,332

330

—

330

375

—

Energy purchases, including affiliate

36

—

36

35

—

35

Other operation and maintenance

44

276

320

45

286

331

Depreciation

44

189

233

29

179

208

2

24

26

1

25

26

456

489

945

485

490

975

Taxes, other than income
Total Operating Expenses
$

Total
(a)

Represents amounts excluded from Adjusted Gross Margins.

(b)

As reported on the Statements of Income.

866

$

(489)

108

$

377

$

847

$

(490)

375

$

357
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Financial Condition
The remainder of this Item 2 in this Form 10-Q is presented on a combined basis, providing information, as applicable, for all Registrants.
Liquidity and Capital Resources
(All Registrants)
The Registrants had the following at:
PPL (a)

PPL Electric

LKE

LG&E

KU

September 30, 2019
Cash and cash equivalents

$

670

Short-term debt
Long-term debt due within one year

$

27

$

30

$

12

$

18

1,387

—

101

99

2

—

—

—

—

—

—

129

—

—

Notes payable with affiliates

December 31, 2018
Cash and cash equivalents

$

621

Short-term debt
Long-term debt due within one year

$

267

$

24

$

10

$

14

1,430

—

514

279

235

530

—

530

434

96

Notes payable with affiliates
—
113
—
—
(a) At September 30, 2019, $279 million of cash and cash equivalents were denominated in GBP. If these amounts would be remitted as dividends, PPL would not anticipate an incremental U.S.
tax cost. See Note 6 to the Financial Statements in PPL's 2018 Form 10-K for additional information on undistributed earnings of WPD.

Net cash provided by (used in) operating, investing and financing activities for the nine month periods ended September 30, and the changes between
periods, were as follows.
PPL

PPL Electric

LKE

LG&E

KU

2019
Operating activities
Investing activities

$

Financing activities
2018
Operating activities
Investing activities

$

363
$

Financing activities
Change - Cash Provided (Used)
Operating activities

1,888
(2,194)

2,210
(2,466)

(322)

$

512
$

618
$

609
(1,361)

650
(837)

(41)

$

(46)
$

552
$

813
(761)

787
(825)

26

$

(92)
$

37
$

417
(323)

410
(420)

(31)
$

6
$

7

471
(436)

485
(404)
(78)

$

(14)

Investing activities

272

(524)

64

97

(32)

Financing activities

(255)

(40)

(83)

(98)

47

Operating Activities
The components of the change in cash provided by (used in) operating activities for the nine months ended September 30, 2019 compared with 2018 were
as follows.
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PPL

PPL Electric

LKE

LG&E

KU

Change - Cash Provided (Used)
Net income

$

Non-cash components
Working capital
Defined benefit plan funding

$

(151)
$

(322)

(1)

$

19
(68)

3

Other operating activities
Total

(30)
138
(282)

$

30

$

—

$

12

59
(140)

24
(74)

7

92

53

50

2

(15)

4

(15)

(41)

$

26

$

7

36
(97)

$

(14)

(PPL)
PPL's cash provided by operating activities in 2019 decreased $322 million compared with 2018.
• Net income decreased $30 million between the periods and included an increase in non-cash charges of $138 million. The increase in non-cash
charges was primarily due to a decrease in unrealized gains on hedging activities and an increase in depreciation expense (primarily due to
additional assets placed into service, related to the ongoing efforts to ensure the reliability of the delivery system and the replacement of aging
infrastructure, net of retirements and higher depreciation rates), partially offset by an increase in the U.K. net periodic defined benefit credits
(primarily due to lower levels of unrecognized losses being amortized).
•

The $282 million decrease in cash from changes in working capital was primarily due to an increase in net regulatory assets and liabilities
(primarily due to the impact of the TCJA and timing of rate recovery mechanisms), an increase in unbilled revenues (primarily due to weather and
higher retail rates effective May 1, 2019), a decrease in accounts payable (primarily due to timing of payments) and a decrease in other current
liabilities (primarily due to timing of payments), partially offset by an increase in accrued interest (primarily due larger debt balances and timing of
interest payments).

•

The $151 million decrease in cash provided by other operating activities was primarily due to the $65 million transfer of excess benefits funds, in
2018, related to the favorable private letter ruling received by PPL from the IRS permitting a transfer of excess funds from the PPL Bargaining
Unit Retiree Health Plan VEBA to a new subaccount within the VEBA, to be used to pay for medical claims of active bargaining unit employees, a
decrease in non-current regulatory liabilities (primarily due to a $41 million TCJA liability in 2018) and an increase in ARO expenditures.

(PPL Electric)
PPL Electric's cash provided by operating activities in 2019 decreased $41 million compared with 2018.
• Net income decreased $1 million between the periods and included an increase in non-cash components of $19 million. The increase in non-cash
components was primarily due to a $28 million increase in depreciation expense (primarily due to additional assets placed into service, related to
the ongoing efforts to ensure reliability of the delivery system and the replacement of aging infrastructure as well as the roll-out of the Act 129
Smart Meter program), partially offset by a $7 million decrease in deferred income taxes (due to book versus tax plant timing differences and
Federal net operating losses, partially offset by a book to tax timing difference related to the TCJA regulatory liability).
•

The $68 million decrease in cash from changes in working capital was primarily due to an increase in unbilled revenue (primarily due to colder
weather in the fourth quarter of 2017 compared with 2018), an increase in prepayments (primarily due to an increase in the 2019 gross receipts tax
prepayment compared to 2018 and a 2018 state income tax overpayment to be applied to the 2019 state income tax liability), an increase in net
regulatory assets and liabilities (due to timing of rate recovery mechanisms and colder weather in the fourth quarter of 2018 compared with the
third quarter of 2019) and in increase in Other (primarily due to timing of payments for other current liabilities and a 2018 initiative to decrease
material and supply levels), partially offset by a decrease in accounts receivable (primarily due to timing of receipts).

•

Defined benefit plan funding was $7 million lower in 2019.

•

The $2 million increase in cash provided by other operating activities was primarily due to a decrease in non-current regulatory liabilities
(primarily due to a $41 million TCJA liability in 2018), partially offset by a decrease in non-current regulatory assets (due to timing of rate
recovery mechanisms, amortization of storm costs incurred in the prior year and $22 million of storm costs incurred in 2018).
110

Table of Contents

(LKE)
LKE's cash provided by operating activities in 2019 increased $26 million compared with 2018.
• Net income increased $30 million between the periods and included an increase in non-cash charges of $59 million. The increase in non-cash
charges was primarily driven by an increase in depreciation expense (primarily due to higher depreciation rates and additional assets placed into
service, net of retirements).
•

The decrease in cash from changes in working capital was primarily driven by an increase in net regulatory assets and liabilities (primarily due to
the impact of the TCJA and timing of rate recovery mechanisms), an increase in unbilled revenues (primarily due to weather and higher retail rates
effective May 1, 2019) and a decrease in accounts payable (primarily due to timing of payments).

•

Defined benefit plan funding was $92 million lower in 2019.

•

The decrease in cash from LKE's other operating activities was primarily driven by an increase in ARO expenditures.

(LG&E)
LG&E's cash provided by operating activities in 2019 increased $7 million compared with 2018.
• Net income was consistent between the periods and included an increase in non-cash charges of $24 million. The increase in non-cash charges was
primarily driven by an increase in depreciation expense (primarily due to higher depreciation rates and additional assets placed into service, net of
retirements).
•

The decrease in cash from changes in working capital was primarily driven by an increase in net regulatory assets and liabilities (primarily due to
the impact of the TCJA and the timing of rate recovery mechanisms), an increase in unbilled revenues (primarily due to weather and higher retail
rates effective May 1, 2019) and a decrease in accounts payable (primarily due to timing of payments).

•

Defined benefit plan funding was $53 million lower in 2019.

(KU)
KU's cash provided by operating activities in 2019 decreased $14 million compared with 2018.
• Net income increased $12 million between the periods and included an increase in non-cash charges of $36 million. The increase in non-cash
charges was primarily driven by an increase in depreciation expense (primarily due to higher depreciation rates and additional assets placed into
service, net of retirements).
•

The decrease in cash from changes in working capital was primarily driven by an increase in net regulatory assets and liabilities (primarily due to
the impact of the TCJA and timing of rate recovery mechanisms), an increase in unbilled revenues (primarily due to weather and higher retail rates
effective May 1, 2019) and a decrease in accounts payable (primarily due to timing of payments).

•

Defined benefit plan funding was $50 million lower in 2019.

•

The decrease in cash from KU's other operating activities was primarily driven by an increase in ARO expenditures.

Investing Activities
Expenditures for Property, Plant and Equipment (All Registrants)
Investment in PP&E is the primary investing activity of the Registrants. The changes in cash used in expenditures for PP&E for the nine months ended
September 30, 2019 compared with 2018 were as follows.
PPL

PPL Electric

LKE

LG&E

KU

Change - Cash Provided (Used)
Expenditures for PP&E

$

147

111

$

20

$

65

$

97

$

(31)
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For PPL, the decrease in expenditures was due to lower project expenditures at WPD, PPL Electric, LKE and LG&E, partially offset by higher project
expenditures at KU. The decrease in expenditures at WPD was primarily due to a decrease in expenditures to enhance system reliability and a decrease in
foreign currency exchange rates. The decrease in expenditures at PPL Electric was primarily due to timing differences on capital spending projects related
to the ongoing efforts to improve reliability and replace aging infrastructure. The decrease in expenditures at LKE was primarily due to decreased spending
for environmental water projects at LG&E's Mill Creek and Trimble County plants and KU's Ghent plant, offset by spending on various other projects at
KU that are not individually significant.
Other Significant Changes in Components of Investing Activities (PPL Electric)
For PPL Electric, the changes in "Notes receivable with affiliates activity, net" resulted in funding of $546 million to affiliates for general corporate
purposes.
Financing Activities
(All Registrants)
The components of the change in cash provided by (used in) financing activities for the nine months ended September 30, 2019 compared with 2018 were
as follows.
PPL

PPL Electric

LKE

LG&E

KU

Change - Cash Provided (Used)
Debt issuance/retirement, net

$

940

$

(5)

Debt issuance/retirement with affiliate, net
Stock issuances/redemptions, net
Dividends
Capital contributions/distributions, net
Change in short-term debt, net
Notes payable with affiliate
Other financing activities
Total

414

$

99

$

315

(250)

—

—

(629)

—

—

—

—

(47)

(5)

—

(17)

29

—

(29)

74

(18)

23

(515)

—

(473)

(157)

(316)

—
(1)

161
(9)

—
(5)

—
(4)

(4)
$

$

—

(255)

$

(40)

$

(83)

$

(98)

$

47

See Note 8 to the Financial Statements in this Form 10-Q for information on 2019 short-term and long-term debt activity, equity transactions and PPL
dividends. See Note 8 to the Financial Statements in the Registrants' 2018 Form 10-K for information on 2018 activity.
Credit Facilities
The Registrants maintain credit facilities to enhance liquidity, provide credit support and provide a backstop to commercial paper programs. Amounts
borrowed under these credit facilities are reflected in "Short-term debt" on the Balance Sheets. At September 30, 2019, the total committed borrowing
capacity under credit facilities and the borrowings under these facilities were:
External

Committed
Capacity
PPL Capital Funding Credit Facilities

$

1,550

Letters of
Credit
and
Commercial
Paper Issued

Borrowed
$

—

$

Unused
Capacity

996

$

554

PPL Electric Credit Facility

650

—

1

649

LG&E Credit Facilities

500

—

99

401

KU Credit Facilities

400

—

2

398

900

—

101

Total LKE
Total U.S. Credit Facilities (a)
Total U.K. Credit Facilities (b)

112

799

$

3,100

$

—

$

1,098

$

2,002

£

1,055

£

216

£

—

£

840
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(a)

The commitments under the U.S. credit facilities are provided by a diverse bank group, with no one bank and its affiliates providing an aggregate commitment of more than the following
percentages of the total committed capacity: PPL - 8%, PPL Electric - 6%, LKE - 7%, LG&E - 7% and KU - 7%.

(b)

The amounts borrowed at September 30, 2019 were a USD-denominated borrowing of $200 million and GBP-denominated borrowings of £51 million which equated to $62 million. The
unused capacity reflects the USD denominated borrowing amount borrowed in GBP of £164 million as of the date borrowed. At September 30, 2019, the USD equivalent of unused capacity
under the U.K. committed credit facilities was $1 billion.
The commitments under the U.K. credit facilities are provided by a diverse bank group, with no one bank providing more than 13% of the total committed capacity.

In September 2019, KU terminated its $198 million letter of credit facility in connection with the remarketing of variable rate debt to long-term mode
bonds.
See Note 8 to the Financial Statements for further discussion of the Registrants' credit facilities.
Intercompany (LKE, LG&E and KU)
Committed
Capacity
LKE Credit Facility

$

375

Non-affiliate Used
Capacity

Borrowed
$

129

$

—

Unused
Capacity
$

246

LG&E Money Pool (a)

500

—

99

401

KU Money Pool (a)

500

—

2

498

(a)

LG&E and KU participate in an intercompany money pool agreement whereby LKE, LG&E and/or KU make available funds up to $500 million at an interest rate based on a market index
of commercial paper issues. However, the FERC has issued a maximum aggregate short-term debt limit for each utility at $500 million from all covered sources.

See Note 12 to the Financial Statements for further discussion of intercompany credit facilities.
Commercial Paper (All Registrants)
PPL, PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund short-term liquidity needs, as
necessary. Commercial paper issuances, included in "Short-term debt" on the Balance Sheets, are supported by the respective Registrant's credit facility.
The following commercial paper programs were in place at September 30, 2019:
Commercial
Paper
Issuances

Capacity
PPL Capital Funding

$

1,500

$

Unused
Capacity

981

$

519

PPL Electric

650

—

650

LG&E

350

99

251

KU

350

2

348

700

101

Total LKE
$

Total PPL

2,850

$

1,082

599
$

1,768

Long-term Debt (All Registrants)
See Note 8 to the Financial Statements for information regarding the Registrants’ long-term debt activities.
(PPL)
Equity Securities Activities
ATM
In February 2018, PPL entered into an equity distribution agreement, pursuant to which PPL may sell, from time to time, up to an aggregate of $1.0 billion
of its common stock through an at-the-market offering program; including a forward sales
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component. The compensation paid to the selling agents by PPL may be up to 2% of the gross offering proceeds of the shares. There were no issuances
under the ATM program for the three and nine months ended September 30, 2019.
Common Stock Dividends
In August 2019, PPL declared a quarterly common stock dividend, payable October 1, 2019, of 41.25 cents per share (equivalent to $1.65 per annum).
Future dividends, declared at the discretion of the Board of Directors, will depend upon future earnings, cash flows, financial and legal requirements and
other factors.
Rating
Actions
- - -Agency
- - ----(All Registrants)
Moody's and S&P periodically review the credit ratings of the debt of the Registrants and their subsidiaries. Based on their respective independent reviews,
the rating agencies may make certain ratings revisions or ratings affirmations.
A credit rating reflects an assessment by the rating agency of the creditworthiness associated with an issuer and particular securities that it issues. The credit
ratings of the Registrants and their subsidiaries are based on information provided by the Registrants and other sources. The ratings of Moody's and S&P
are not a recommendation to buy, sell or hold any securities of the Registrants or their subsidiaries. Such ratings may be subject to revisions or withdrawal
by the agencies at any time and should be evaluated independently of each other and any other rating that may be assigned to the securities.
The credit ratings of the Registrants and their subsidiaries affect their liquidity, access to capital markets and cost of borrowing under their credit facilities.
A downgrade in the Registrants' or their subsidiaries' credit ratings could result in higher borrowing costs and reduced access to capital markets. The
Registrants and their subsidiaries have no credit rating triggers that would result in the reduction of access to capital markets or the acceleration of maturity
dates of outstanding debt.
The rating agencies have taken the following actions related to the Registrants and their subsidiaries during 2019:
(PPL)
In September 2019, Moody's and S&P assigned ratings of Baa1 and A- to WPD (East Midlands) £250 million of 1.75% Senior Notes due 2031.
(PPL, LKE and LG&E)
In March 2019, Moody’s and S&P assigned ratings of A1 and A to LG&E’s $400 million 4.25% First Mortgage Bonds due 2049. The bonds were issued
April 1, 2019.
In March 2019, Moody’s and S&P assigned ratings of A1 and A to the County of Jefferson, Kentucky’s $128 million 1.85% Pollution Control Revenue
Bonds, 2001 Series A, due 2033, previously issued on behalf of LG&E. The bonds were remarketed April 1, 2019.
In May 2019, Moody's assigned a rating of A1, and in June 2019, S&P assigned a rating of A to the County of Jefferson, Kentucky's $31 million 1.65%
Series A Environmental Facilities Revenue Refunding Bonds, due 2033, previously issued on behalf of LG&E. The bonds were remarketed June 1, 2019.
In May 2019, Moody's assigned a rating of A1, and in June 2019, S&P assigned a rating of A to the County of Jefferson, Kentucky's $35 million 1.65%
Series B Environmental Facilities Revenue Refunding Bonds, due 2033, previously issued on behalf of LG&E. The bonds were remarketed June 1, 2019.
In September 2019, Moody's and S&P assigned ratings of A1 and A to the County of Jefferson, Kentucky's $40 million 1.75% Pollution Control Revenue
Bonds, 2005 Series A, due 2035, previously issued on behalf of LG&E.
(PPL, LKE and KU)
In March 2019, Moody’s assigned a rating of A1 and S&P assigned a rating of A to KU’s $300 million 4.375% First Mortgage Bonds due 2045. The bonds
were issued April 1, 2019.
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In August 2019, Moody's assigned a rating of A1, and in September 2019, S&P assigned a rating of A to the County of Carroll, Kentucky's $96 million
1.55% Pollution Control Revenue Refunding Bonds, 2016 Series A (Kentucky Utilities Company Project), due 2042, previously issued on behalf of KU.
The bonds were remarketed September 3, 2019.
In August 2019, Moody's assigned a rating of A1, and in September 2019, S&P lowered its rating to A to the following bonds:
• County of Carroll, Kentucky’s $50 million 1.75% Environmental Facilities Revenue Bonds, 2004 Series A due 2034;
•

County of Carroll, Kentucky’s $54 million 1.20% Environmental Facilities Revenue Refunding Bonds, 2006 Series B due 2034;

•

County of Carroll, Kentucky’s $78 million 1.20% Environmental Facilities Revenue Bonds, 2006 Series B due 2032;

• County of Mercer, Kentucky’s $13 million 1.30% Solid Waste Disposal Facility Revenue Bonds, 2000 Series A due 2023.
The bonds, previously issued on behalf of KU, were remarketed September 3, 2019. S&P and Moody’s lowered their ratings as a result of KU's termination
of the letters of credit that previously provided credit enhancement for these bonds. See Note 8 to the Financial Statements for additional information.
(PPL and PPL Electric)
In September 2019, Moody’s and S&P assigned ratings of A1 and A to PPL Electric’s $400 million 3.00% First Mortgage Bonds due 2049.
Ratings Triggers
(PPL, LKE, LG&E and KU)
Various derivative and non-derivative contracts, including contracts for the sale and purchase of electricity and fuel, commodity transportation and storage,
interest rate and foreign currency instruments (for PPL), contain provisions that require the posting of additional collateral or permit the counterparty to
terminate the contract, if PPL's, LKE's, LG&E's or KU's or their subsidiaries' credit rating, as applicable, were to fall below investment grade. See Note 15
to the Financial Statements for a discussion of "Credit Risk-Related Contingent Features," including a discussion of the potential additional collateral
requirements for PPL, LKE and LG&E for derivative contracts in a net liability position at September 30, 2019.
(All Registrants)
For additional information on the Registrants' liquidity and capital resources, see "Item 7. Combined Management's Discussion and Analysis of Financial
Condition and Results of Operations," in the Registrants' 2018 Form 10-K.
Risk Management
Market Risk
(All Registrants)
See Notes 14 and 15 to the Financial Statements for information about the Registrants' risk management objectives, valuation techniques and accounting
designations.
The forward-looking information presented below provides estimates of what may occur in the future, assuming certain adverse market conditions and
model assumptions. Actual future results may differ materially from those presented. These are not precise indicators of expected future losses, but are
rather only indicators of possible losses under normal market conditions at a given confidence level.
Interest Rate Risk
The Registrants and their subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. The Registrants and their subsidiaries
utilize various financial derivative instruments to adjust the mix of fixed and floating interest rates in their debt portfolios, adjust the duration of their debt
portfolios and lock in benchmark interest rates in anticipation of future financing, when appropriate. Risk limits under the risk management program are
designed to balance risk exposure to volatility in interest expense and changes in the fair value of the debt portfolios due to changes in the absolute level of
interest
115

Table of Contents

rates. In addition, the interest rate risk of certain subsidiaries is potentially mitigated as a result of the existing regulatory framework or the timing of rate
cases.
The following interest rate hedges were outstanding at September 30, 2019.
Effect of a
10% Adverse
Movement
in Rates (b)

Fair Value,
Net - Asset
(Liability) (a)

Exposure
Hedged

Maturities
Ranging
Through

PPL
Cash flow hedges
Cross-currency swaps (c)
Economic hedges

$

Interest rate swaps (d)

702

$

198

$

(69)

2028

147

(25)

(1)

2033

147

(25)

(1)

2033

147

(25)

(1)

2033

LKE
Economic hedges
Interest rate swaps (d)
LG&E
Economic hedges
(a)

Interest rate swaps (d)
Includes accrued interest, if applicable.

(b)

Effects of adverse movements decrease assets or increase liabilities, as applicable, which could result in an asset becoming a liability. Sensitivities represent a 10% adverse movement in
interest rates, except for cross-currency swaps which also includes a 10% adverse movement in foreign currency exchange rates.

(c)

Changes in the fair value of these instruments are recorded in equity and reclassified into earnings in the same period during which the item being hedged affects earnings.

(d)

Realized changes in the fair value of such economic hedges are recoverable through regulated rates and any subsequent changes in the fair value of these derivatives are included in
regulatory assets or regulatory liabilities.

The Registrants are exposed to a potential increase in interest expense and to changes in the fair value of their debt portfolios. The estimated impact of a
10% adverse movement in interest rates on interest expense at September 30, 2019 was insignificant for PPL, PPL Electric, LKE, LG&E and KU. The
estimated impact of a 10% adverse movement in interest rates on the fair value of debt at September 30, 2019 is shown below.
10% Adverse
Movement
in Rates
PPL

$

641

PPL Electric

198

LKE

198

LG&E

85

KU

104

Foreign Currency Risk (PPL)
PPL is exposed to foreign currency risk primarily through investments in and earnings of U.K. affiliates. Under its risk management program, PPL may
enter into financial instruments to hedge certain foreign currency exposures, including translation risk of expected earnings, firm commitments, recognized
assets or liabilities, anticipated transactions and net investments.
The following foreign currency hedges were outstanding at September 30, 2019.

Fair Value,
Net - Asset
(Liability)

Exposure
Hedged
Economic hedges (b)

£

116

1,004

Effect of a
10%
Adverse
Movement
in Foreign
Currency
Exchange
Rates (a)

$

220

$

(105)

Maturities
Ranging
Through
2020
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(a)

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

(b)

To economically hedge the translation risk of expected earnings denominated in GBP.

(All Registrants)
Commodity Price Risk
PPL is exposed to commodity price risk through its domestic subsidiaries as described below.
•

PPL Electric is required to purchase electricity to fulfill its obligation as a PLR. Potential commodity price risk is insignificant and mitigated through
its PUC-approved cost recovery mechanism and full-requirement supply agreements to serve its PLR customers which transfer the risk to energy
suppliers.

•

LG&E's and KU's rates include certain mechanisms for fuel, fuel-related expenses and energy purchases. In addition, LG&E's rates include a
mechanism for natural gas supply expenses. These mechanisms generally provide for timely recovery of market price fluctuations associated with these
expenses.

Volumetric Risk
PPL is exposed to volumetric risk through its subsidiaries as described below.
• WPD is exposed to volumetric risk which is significantly mitigated as a result of the method of regulation in the U.K. Under the RIIO-ED1 price
control regulations, recovery of such exposure occurs on a two year lag. See Note 1 in PPL's 2018 Form 10-K for additional information on revenue
recognition under RIIO-ED1.
•

PPL Electric, LG&E and KU are exposed to volumetric risk on retail sales, mainly due to weather and other economic conditions for which there is
limited mitigation between rate cases.

Credit Risk (All Registrants)
See Notes 14 and 15 to the Financial Statements in this Form 10-Q and "Item 7. Combined Management's Discussion and Analysis of Financial Condition
and Results of Operations - Financial Condition - Risk Management - Credit Risk" in the Registrants' 2018 Form 10-K for additional information.
Foreign Currency Translation (PPL)
The value of the British pound sterling fluctuates in relation to the U.S. dollar. Changes in this exchange rate resulted in a foreign currency translation loss
of $369 million for the nine months ended September 30, 2019, which primarily reflected a $599 million decrease to PP&E, a $114 million decrease to
goodwill and a $16 million decrease to other net assets, partially offset by a $360 million decrease to long-term debt. Changes in this exchange rate resulted
in a foreign currency translation loss of $330 million for the nine months ended September 30, 2018, which primarily reflected a $549 million decrease to
PP&E and a $110 million decrease to goodwill, partially offset by a $319 million decrease to long-term debt and a $10 million decrease to other net
liabilities. The impact of foreign currency translation is recorded in AOCI.
Related Party Transactions (All Registrants)
The Registrants are not aware of any material ownership interests or operating responsibility by senior management in outside partnerships, including
leasing transactions with variable interest entities, or other entities doing business with the Registrants. See Note 12 to the Financial Statements for
additional information on related party transactions for PPL Electric, LKE, LG&E and KU.
Acquisitions, Development and Divestitures (All Registrants)
The Registrants from time to time evaluate opportunities for potential acquisitions, divestitures and development projects. Development projects are
reexamined based on market conditions and other factors to determine whether to proceed with, modify or terminate the projects. Any resulting transactions
may impact future financial results.
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Capacity Needs (PPL, LKE, LG&E and KU)
As a result of environmental requirements and energy efficiency measures, KU retired two older coal-fired electricity generating units at the E.W. Brown
plant in February 2019 with a combined summer rating capacity of 272 MW. Despite the retirement of these units, LG&E and KU maintain sufficient
generating capacity to serve their load.
Environmental Matters
(All Registrants)
Extensive federal, state and local environmental laws and regulations are applicable to PPL's, PPL Electric's, LKE's, LG&E's and KU's air emissions, water
discharges and the management of hazardous and solid waste, as well as other aspects of the Registrants' businesses. The cost of compliance or alleged noncompliance cannot be predicted with certainty but could be significant. In addition, costs may increase significantly if the requirements or scope of
environmental laws or regulations, or similar rules, are expanded or changed. Costs may take the form of increased capital expenditures or operating and
maintenance expenses, monetary fines, penalties or other restrictions. Many of these environmental law considerations are also applicable to the operations
of key suppliers, or customers, such as coal producers and industrial power users, and may impact the cost for their products or their demand for the
Registrants' services. Increased capital and operating costs are subject to rate recovery. PPL, PPL Electric, LKE, LG&E and KU can provide no assurances
as to the ultimate outcome of future environmental or rate proceedings before regulatory authorities.
See below for further discussion of the EPA's CCR Rule and Note 11 to the Financial Statements for a discussion of other significant environmental matters
including Legal Matters, NAAQS, Climate Change, and ELGs. Additionally, see "Item 1. Business - Environmental Matters" in the Registrants' 2018 Form
10-K for additional information.
EPA’s CCR Rule (PPL, LKE, LG&E and KU)
Over the next several years, LG&E and KU anticipate undertaking extensive measures, including significant capital expenditures, to comply with the
provisions of the EPA's CCR Rule. Although LG&E and KU have identified compliance strategies and are finalizing closure plans and schedules as
required by the CCR Rule, remaining regulatory uncertainties could substantially impact current plans. As a result of a judicial settlement, legislative
amendments, and the EPA's review of the current program, the EPA is in the process of undertaking significant revisions to the CCR Rule. In July 2018, the
EPA published certain amendments to the CCR Rule which include extending the deadline for commencement of closure of certain impoundments to
October 2020. The EPA released additional proposed amendments to the rule on November 4, 2019, with further proposed amendments expected in the
future. In August 2018, the D.C. Circuit Court of Appeals vacated and remanded portions of the CCR Rule, including provisions allowing unlined
impoundments to continue operating and provisions exempting certain inactive impoundments from regulation. The exact impact of the judicial decision
will be highly dependent on the EPA's rulemaking actions on remand and any subsequent legal challenges. LG&E and KU are evaluating the specific plan
impacts of developments to date and will continue to monitor the EPA's ongoing regulatory proceedings.
In connection with the final CCR Rule, LG&E and KU recorded adjustments to existing AROs beginning in 2015 and continue to record adjustments as
required. See Note 16 in this Form 10-Q and Note 19 to the Financial Statements in the Registrants’ 2018 Form 10-K for additional information on AROs.
LG&E and KU continue to perform technical evaluations related to their plans to close impoundments at all their generating plants. Although LG&E and
KU believe their recorded liabilities appropriately reflect their obligations under current rules, changes to current compliance strategies as a result of
ongoing regulatory proceedings or other developments could result in additional closure costs. It is not currently possible to determine the magnitude of any
potential cost increases related to changes in compliance strategies or plans, and the timing of future cash outflows are indeterminable at this time. As rules
are revised, technical evaluations are completed, and the timing and details of impoundment closures develop further on a plant by-plant basis, LG&E and
KU will update their cost estimates and record any changes as necessary to their ARO liability, which could be material. These costs are subject to rate
recovery.
New Accounting Guidance (All Registrants)
See Notes 2 and 18 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.
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Application of Critical Accounting Policies (All Registrants)
Financial condition and results of operations are impacted by the methods, assumptions and estimates used in the application of critical accounting policies.
The following table summarizes the accounting policies by Registrant that are particularly important to an understanding of the reported financial condition
or results of operations, and require management to make estimates or other judgments of matters that are inherently uncertain. See "Item 7. Combined
Management's Discussion and Analysis of Financial Condition and Results of Operations" in the Registrants' 2018 Form 10-K for a discussion of each
critical accounting policy.

------------------

PPL
Defined Benefits
Income Taxes
Regulatory Assets and Liabilities
Price Risk Management
Goodwill Impairment
AROs
Revenue Recognition - Unbilled Revenue

X
X
X
X
X
X
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PPL
Electric

LKE

LG&E

KU

X
X
X

X
X
X

X
X
X

X
X
X

X
X
X

X
X
X

X
X
X
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PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company
Item 3. Quantitative and Qualitative Disclosures About Market Risk
Reference is made to "Risk Management" in "Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations."
Item 4. Controls and Procedures
(a) Evaluation of disclosure controls and procedures.
The Registrants' principal executive officers and principal financial officers, based on their evaluation of the Registrants' disclosure controls and
procedures (as defined in Rules 13a-15(e) or 15d-15(e) of the Securities Exchange Act of 1934) have concluded that, as of September 30, 2019,
the Registrants' disclosure controls and procedures are effective to ensure that material information relating to the Registrants and their
consolidated subsidiaries is recorded, processed, summarized and reported within the time periods specified by the SEC's rules and forms,
particularly during the period for which this quarterly report has been prepared. The aforementioned principal officers have concluded that the
disclosure controls and procedures are also effective to ensure that information required to be disclosed in reports filed under the Exchange Act is
accumulated and communicated to management, including the principal executive and principal financial officers, to allow for timely decisions
regarding required disclosure.
(b) Change in internal controls over financial reporting.
The Registrants' principal executive officers and principal financial officers have concluded that there were no changes in the Registrants' internal
controls over financial reporting during the Registrants' third fiscal quarter that have materially affected, or are reasonably likely to materially
affect, the Registrants' internal control over financial reporting.
PART II. OTHER INFORMATION
Item 1. Legal Proceedings
For information regarding legal, tax, regulatory, environmental or other administrative proceedings that became reportable events or were pending in the
third quarter of 2019 see:
• "Item 3. Legal Proceedings" in each Registrant's 2018 Form 10-K; and
•

Notes 6, 7 and 11 to the Financial Statements.

Item 1A. Risk Factors
There have been no material changes in the Registrants' risk factors from those disclosed in "Item 1A. Risk Factors" of the Registrants' 2018 Form 10-K.
Item 4. Mine Safety Disclosures
Not applicable.
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Item 6. Exhibits
The following Exhibits indicated by an asterisk preceding the Exhibit number are filed herewith. The balance of the Exhibits has heretofore been filed with
the Commission and pursuant to Rule 12(b)-23 are incorporated herein by reference. Exhibits indicated by a [_] are filed or listed pursuant to Item 601(b)
(10)(iii) of Regulation S-K.
*1(a)

- Final Terms, dated September 5, 2019, of Western Power Distribution (East Midlands) plc £250,000,000 Fixed Rate Notes due
2031 under the £4,000,000,000 Euro Medium Term Note Programme

4(a)

- Supplemental Indenture No. 21, dated as of September 1, 2019, of PPL Electric Utilities Corporation to The Bank of New York
Mellon, as Trustee (Exhibit 4(a) to PPL Corporation Form 8-K Report (File No. 1-11459) dated September 6, 2019)

Certifications pursuant
to Section 302 of the Sarbanes-Oxley-----Act of 2002,---for the quarterly
ended September 30, 2019,---filed by------the following
----------------------------- -period
--------------officers for the following companies:
*31(a)

- PPL Corporation's principal executive officer

*31(b)

- PPL Corporation's principal financial officer

*31(c)

- PPL Electric Utilities Corporation's principal executive officer

*31(d)

- PPL Electric Utilities Corporation's principal financial officer

*31(e)

- LG&E and KU Energy LLC's principal executive officer

*31(f)

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

*31(g)

- Louisville Gas and Electric Company's principal executive officer

*31(h)

- Louisville Gas and Electric Company's principal financial officer

*31(i)

- Kentucky Utilities Company's principal executive officer

*31(j)

- Kentucky Utilities Company's principal financial officer

Certifications pursuant
to Section 906 of the Sarbanes-Oxley-----Act of 2002,---for the quarterly
ended September 30, 2019, furnished by the following
----------------------------- -period
-----------officers for the following companies:
*32(a)

- PPL Corporation's principal executive officer and principal financial officer

*32(b)

- PPL Electric Utilities Corporation's principal executive officer and principal financial officer

*32(c)

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

*32(d)

- Louisville Gas and Electric Company's principal executive officer and principal financial officer

*32(e)

- Kentucky Utilities Company's principal executive officer and principal financial officer

101.INS

- XBRL Instance Document - the instance document does not appear in the Interactive Data File because its XBRL tags are
embedded within the Inline XBRL document.

101.SCH

- XBRL Taxonomy Extension Schema

101.CAL

- XBRL Taxonomy Extension Calculation Linkbase

101.DEF

- XBRL Taxonomy Extension Definition Linkbase

101.LAB

- XBRL Taxonomy Extension Label Linkbase

101.PRE

- XBRL Taxonomy Extension Presentation Linkbase

104

- The Cover Page Interactive Data File is formatted as Inline XBRL and contained in Exhibits 101.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrants have duly caused this report to be signed on their behalf by the
undersigned thereunto duly authorized. The signature for each undersigned company shall be deemed to relate only to matters having reference to such
company or its subsidiaries.
PPL Corporation
(Registrant)
Date:

November 5, 2019

/s/ Marlene C. Beers
Marlene C. Beers
Vice President and Controller
(Principal Accounting Officer)
PPL Electric Utilities Corporation
(Registrant)

Date:

November 5, 2019

/s/ Stephen K. Breininger
Stephen K. Breininger
Vice President-Finance and Regulatory Affairs and
Controller
(Principal Financial Officer and Principal Accounting
Officer)

LG&E and KU Energy LLC
(Registrant)
Louisville Gas and Electric Company
(Registrant)
Kentucky Utilities Company
(Registrant)

Date:

November 5, 2019

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer and Principal Accounting
Officer)
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Exhibit 1(a)
FINAL TERMS
PROHIBITION OF SALES TO EEA RETAIL INVESTORS – The Notes are not intended to be offered, sold or otherwise made available
to and should not be offered, sold or otherwise made available to any retail investor in the European Economic Area (EEA). For these
purposes, a retail investor means a person who is one (or more) of: (i) a retail client as defined in point (11) of Article 4(1) of Directive
2014/65/EU (as amended or superseded) (MiFID II); or (ii) a customer within the meaning of Directive 2016/97/EU (as amended or
superseded) (the Insurance Distribution Directive), where that customer would not qualify as a professional client as defined in point (10)
of Article 4(1) of MiFID II; or (iii) not a qualified investor as defined in the Regulation (EU) 2017/1129 (as amended or superseded) (the
Prospectus Regulation). Consequently no key information document required by Regulation (EU) No 1286/2014 (as amended or
superseded) (the PRIIPs Regulation) for offering or selling the Notes or otherwise making them available to retail investors in the EEA has
been prepared and therefore offering or selling the Notes or otherwise making them available to any retail investor in the EEA may be
unlawful under the PRIIPs Regulation.
MIFID II product governance / Professional investors and ECPs only target market – Solely for the purposes of each manufacturer’s
product approval process, the target market assessment in respect of the Notes has led to the conclusion that: (i) the target market for the
Notes is eligible counterparties and professional clients only, each as defined in MiFID II, and (ii) all channels for distribution of the Notes to
eligible counterparties and professional clients are appropriate. Any person subsequently offering, selling or recommending the Notes (a
distributor) should take into consideration the manufacturers’ target market assessment; however, a distributor subject to MiFID II is
responsible for undertaking its own target market assessment in respect of the Notes (by either adopting or refining the manufacturers’ target
market assessment) and determining appropriate distribution channels.
Prohibition of sales to consumers in Belgium: The Notes are not intended to be offered, sold or otherwise made available to, and should not
be offered, sold or otherwise made available to, any consumer (consument/consommateur) within the meaning of the Belgian Code of
Economic Law (Wetboek van economisch recht/Code de droit économique).
5 September 2019
Western Power Distribution (East Midlands) plc
Legal Entity Identifier: 549300KXFU5Q7NZE9L79
Issue of £250,000,000 Fixed Rate Notes due 2031 (the “Notes”)
under the £4,000,000,000
Euro Medium Term Note Programme
PART 1 CONTRACTUAL TERMS
Terms used herein shall be deemed to be defined as such for the purposes of the Conditions set forth in the Prospectus dated 12 August 2019,
which constitutes a base prospectus (the Prospectus) for the purposes of the Prospectus Regulation (EU) 2017/1129 (as amended or
superseded) (the Prospectus Regulation). This document constitutes the final terms of the Notes described herein (the Final Terms) for the
purposes of Article 8 of the Prospectus Regulation and must be read in conjunction with such Prospectus. Full information on the Issuer and
the offer of the Notes is only available on the basis of the

combination of these Final Terms and the Prospectus. The Prospectus is available for viewing at www.westernpower.co.uk/about-us/financialinformation and during normal business hours at Avonbank, Feeder Road, Bristol BS2 0TB and copies may be obtained from Avonbank,
Feeder Road, Bristol BS2 0TB. The Prospectus and (in the case of Notes listed and admitted to trading on the regulated market of the London
Stock Exchange) the applicable Final Terms will also be published on the website of the London Stock Exchange:
www.londonstockexchange.com/exchange/news/market-news/market-news-home.html.
1.

Issuer:

Western Power Distribution (East Midlands) plc

2.

(a) Series Number:

2019-1

(b) Tranche Number:

1

(c) Date on which the Notes will be consolidated and Not Applicable
form a single Series
3.

Specified Currency or Currencies:

4.

Aggregate Nominal Amount:

Pound sterling (£)

(a) Series:

£250,000,000

(b) Tranche:

£250,000,000

5.

(a) Issue Price of Tranche:

98.671 per cent. of the Aggregate Nominal Amount

6.

(a) Specified Denominations:

£ 200,000 and integral multiples of £1,000 in excess thereof up
to and including £299,000. No Notes in definitive form will be
issued with a denomination of integral multiples above
£299,000.

(b) Calculation Amount: (Applicable to Notes in
definitive form)

£1,000

(a) Issue Date:

9 September 2019

(b) Interest Commencement Date:

Issue Date

8.

Maturity Date:

9 September 2031

9.

Interest Basis:

1.750 per cent. Fixed Rate
(further particulars specified below)

10.

Redemption Basis:

Subject to any purchase and cancellation or early redemption,
the Notes will be redeemed on the Maturity Date at 100 per
cent. of their nominal amount

11.

Change of Interest Basis or Redemption/ Payment
Basis:

Not Applicable

12.

Put/Call Options:

Restructuring Put Option
Issuer Call
(further particulars specified in paragraphs
20 and 22 below)

13.

Date approval by Committee of the Board of Directors 27 August 2019
for issuance of Notes obtained:

7.

Provisions Relating to Interest (if any) Payable
14.

Fixed Rate Note Provisions

Applicable

(a) Rate of Interest:

1.750 per cent. per annum payable annually in arrear

(b) Interest Payment Date(s):

9 September in each year up to and including the Maturity
Date

(c) Fixed Coupon Amount: (Applicable to Notes in
definitive form)

£1,000 per Calculation Amount

(d) Broken Amount(s): (Applicable to Notes in
definitive form)

Not Applicable

(e) Day Count Fraction:

Actual/Actual ICMA

(f) Determination Date(s):

9 September in each year

15.

Floating Rate Note Provisions

Not Applicable

16.

Zero Coupon Note Provisions

Not Applicable

17.

Index Linked Interest Note Provisions

Not Applicable

18.

Ratings Downgrade Rate Adjustment

Not Applicable

Provisions Relating to Redemption
19.

Index Linked Redemption Provisions

Not Applicable

20.

Issuer Call

Applicable

(a) Optional Redemption Date(s):

In whole at any time, on any date(s) falling on or after 9 June
2031 and prior to 9 September 2031

(b) Optional Redemption Amount(s):

£1,000 per Calculation Amount

(c) Redeemable in part:

Not Applicable

21.

Investor Put

Not Applicable

22.

Restructuring Put Option

Applicable (Condition 6(i) (Redemption at the Option of the
Noteholders on a Restructuring Event) applies)

(a) Optional Redemption Amount(s):

£1,000 per Calculation Amount

23.

Final Redemption Amount:

£1,000 per Calculation Amount

24.

Early Redemption Amount payable on redemption for £1,000 per Calculation Amount
taxation reasons or on event of default

25.

Pre-Maturity Call Option:

Applicable (Condition 6(f) (Pre-Maturity Call Option by the
Issuer) applies)

26.

Clean-up Call Option:

Not Applicable

27.

Make-Whole Redemption

Applicable (Condition 6(e) (Redemption at the Option of the
Relevant Issuer) applies)

(a) Make-Whole Redemption Margin:

+0.25 per cent. per annum

(b) Notice Period:

Refer to Condition 6(e) (Redemption at the Option of the
Relevant Issuer)

(c) Make-Whole Reference Bond:

UKT 4.750% 12/07/2030

(d) Reference Dealers:

Not Applicable

(e) Quotation Time:

Not Applicable

(f) Determination Date:

Not Applicable

(g) If redeemable in part:

Not Applicable

General Provisions Applicable to the Notes

28.

Form of Notes:

Bearer
Temporary Global Note exchangeable for a permanent Global
Note which is exchangeable for Definitive Notes in the limited
circumstances specified in the permanent Global Note.

New Global Note:

Yes (NGN)

29.

Additional Financial Centre(s) or other special
provisions relating to payment dates:

Not Applicable

30.

Talons for future Coupons to be attached to Definitive No
Notes:

Signed on behalf of
Western Power Distribution (East Midlands) plc
By: Ian R Williams

Part 2
OTHER INFORMATION

1.

2.

Listing and Admission to Trading
(a) Listing and admission to trading:

Application is expected to be made by the Issuer (or on its behalf) for
the Notes to be admitted to trading on the London Stock Exchange’s
regulated market and listing on the Official List of the FCA and this is
expected to be effective from 9 September 2019.

(b) Estimate of total expenses related to
admission to trading:

£5,515

Ratings
Ratings:

The Notes have been rated:
Baa1 by Moody’s Investors Service Limited (Moody’s); and
A- by Standard & Poor’s Credit Market Services Europe Limited
(S&P).
Each of Moody’s and S&P is established in the European Union and
registered under Regulation (EC) No. 1060/2009 (as amended).

3.

Interests of Natural and Legal Persons Involved in the Issue
Save for any fees payable to the Managers, so far as the Issuer is aware, no person involved in the issue of the Notes
has an interest material to the offer.

4.

5.

Reasons for the Offer, Estimated Net Proceeds and Total Expenses
(a) Reasons for the offer

See the section entitled “Use of proceeds” in the Prospectus.

(b) Estimated net proceeds:

Not Applicable

(c) Estimated total expenses:

Not Applicable

Yield (Fixed Rate Notes only)
Indication of yield:

6.

1.875 per cent.

Operational Information
(a) ISIN:

XS2050806434

(b) Common Code:

205080643

(c) CFI:

See the website of the Association of National Numbering Agencies
(ANNA) or alternatively sourced from the responsible National
Numbering Agency that assigned the ISIN

(d) FISN:

See the website of the Association of National Numbering Agencies
(ANNA) or alternatively sourced from the responsible National
Numbering Agency that assigned the ISIN

(e) Any clearing system(s) other than
Not Applicable
Euroclear Bank SA/NV and Clearstream
Banking S.A. and the relevant
identification number(s):

(f) Delivery:

Delivery against payment

(g) Names and addresses of additional Paying Not applicable
Agent(s) (if any):
(h) Intended to be held in a manner which
would allow Eurosystem eligibility:

7.

Yes. Note that the designation “yes” simply means that the Notes are
intended upon issue to be deposited with one of the international
central securities depositories (ICSD) as common safekeeper and does
not necessarily mean that the Notes will be recognised as eligible
collateral for Eurosystem monetary policy and intra day credit
operations by the Eurosystem either upon issue or at any or all times
during their life. Such recognition will depend upon the European
Central Bank (the ECB) being satisfied that Eurosystem eligibility
criteria have been met.

Distribution
(a) Method of distribution:

Syndicated

(b) If syndicated, names and addresses of
Managers):

Banco Santander, S.A.
Ciudad Grupo Santander
Edificio Encinar
Avenida de Cantabria s/n
28660, Boadilla del Monte
Madrid, Spain
HSBC Bank plc
8 Canada Square
London E14 5HQ
United Kingdom
Mizuho International plc
Mizuho House
30 Old Bailey
London EC4M 7AU
United Kingdom

(c) Stabilisation Manager(s) (if any):

RBC Europe Limited
Riverbank House
2 Swan Lane
London EC4R 3BF
United Kingdom
Mizuho International plc

(d) U.S. Selling Restrictions:

Reg. S Compliance Category 2; TEFRA D

(e) Prohibition of Sales to EEA Retail
Investors:

Applicable

Exhibit 31(a)
CERTIFICATION
I, WILLIAM H. SPENCE, certify that:
1.

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

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: November 5, 2019

/s/ William H. Spence
William H. Spence
Chairman and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation

Exhibit 31(b)
CERTIFICATION
I, JOSEPH P. BERGSTEIN, JR., certify that:
1.

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

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: November 5, 2019

/s/ Joseph P. Bergstein, Jr.
Joseph P. Bergstein, Jr.
Senior Vice President and Chief Financial Officer
(Principal Financial Officer)
PPL Corporation

Exhibit 31(c)
CERTIFICATION
I, GREGORY N. DUDKIN, certify that:
1.

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

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: November 5, 2019

/s/ Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation

Exhibit 31(d)
CERTIFICATION
I, STEPHEN K. BREININGER, certify that:
1.

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

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: November 5, 2019

/s/ Stephen K. Breininger
Stephen K. Breininger
Vice President-Finance and Regulatory Affairs and Controller
(Principal Financial Officer)
PPL Electric Utilities Corporation

Exhibit 31(e)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "registrant");

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: November 5, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC

Exhibit 31(f)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "registrant");

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: November 5, 2019

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
LG&E and KU Energy LLC

Exhibit 31(g)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "registrant");

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: November 5, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Louisville Gas and Electric Company

Exhibit 31(h)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "registrant");

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: November 5, 2019

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Louisville Gas and Electric Company

Exhibit 31(i)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Kentucky Utilities Company (the "registrant");

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: November 5, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company

Exhibit 31(j)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Kentucky Utilities Company (the "registrant");

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: November 5, 2019

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Kentucky Utilities Company

Exhibit 32(a)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL CORPORATION'S FORM 10-Q FOR THE QUARTER ENDED SEPTEMBER 30, 2019
In connection with the quarterly report on Form 10-Q of PPL Corporation (the "Company") for the quarter ended September 30, 2019, as filed
with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, William H. Spence, the Principal Executive Officer of the
Company, and Joseph P. Bergstein, Jr., the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.

Date: November 5, 2019

/s/ William H. Spence
William H. Spence
Chairman and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation
/s/ Joseph P. Bergstein, Jr.
Joseph P. Bergstein, Jr.
Senior Vice President and Chief Financial Officer
(Principal Financial Officer)

PPL Corporation
A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Exhibit 32(b)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL ELECTRIC UTILITIES CORPORATION'S FORM 10-Q FOR THE QUARTER ENDED SEPTEMBER 30, 2019
In connection with the quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "Company") for the quarter ended September 30,
2019, as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Gregory N. Dudkin, the Principal Executive
Officer of the Company, and Stephen K. Breininger, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.

Date: November 5, 2019

/s/ Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation
/s/ Stephen K. Breininger
Stephen K. Breininger
Vice President-Finance and Regulatory Affairs and Controller
(Principal Financial Officer)

PPL Electric Utilities Corporation
A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Exhibit 32(c)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LG&E AND KU ENERGY LLC'S FORM 10-Q FOR THE QUARTER ENDED SEPTEMBER 30, 2019
In connection with the quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "Company") for the quarter ended September 30, 2019,
as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive Officer
of the Company, and Kent W. Blake, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.
Date: November 5, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC
/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)

LG&E and KU Energy LLC
A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Exhibit 32(d)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LOUISVILLE GAS AND ELECTRIC COMPANY'S FORM 10-Q FOR THE QUARTER ENDED SEPTEMBER 30, 2019
In connection with the quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "Company") for the quarter ended September
30, 2019, as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive
Officer of the Company, and Kent W. Blake, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.
Date: November 5, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Louisville Gas and Electric Company
/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Louisville Gas and Electric Company

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Exhibit 32(e)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR KENTUCKY UTILITIES COMPANY'S FORM 10-Q FOR THE QUARTER ENDED SEPTEMBER 30, 2019
In connection with the quarterly report on Form 10-Q of Kentucky Utilities Company (the "Company") for the quarter ended September 30, 2019,
as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive Officer
of the Company, and Kent W. Blake, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.
Date: November 5, 2019

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company
/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Kentucky Utilities Company

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.
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Securities registered pursuant to Section 12(g) of the Act:
Common Stock of PPL Electric Utilities Corporation
Indicate by check mark if the registrants are a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
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☒

No
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PPL Electric Utilities Corporation

Yes
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☐
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during the preceding 12 months (or for such shorter period that the registrants were required to file such reports), and (2) have been subject to such filing
requirements for the past 90 days.
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Indicate by check mark whether the registrants are large accelerated filers, accelerated filers, non-accelerated filers, smaller reporting companies or emerging
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12b-2 of the Exchange Act.
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If emerging growth companies, indicate by check mark if the registrants have elected not to use the extended transition period for complying with any new or
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.
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As of June 28, 2019, PPL Corporation had 721,840,206 shares of its $0.01 par value Common Stock outstanding. The aggregate market value of these
common shares (based upon the closing price of these shares on the New York Stock Exchange on that date) held by non-affiliates was $22,384,264,788. As
of January 31, 2020, PPL Corporation had 767,813,625 shares of its $0.01 par value Common Stock outstanding.
As of January 31, 2020, PPL Corporation held all 66,368,056 outstanding common shares, no par value, of PPL Electric Utilities Corporation.
PPL Corporation directly holds all of the membership interests in LG&E and KU Energy LLC.
As of January 31, 2020, LG&E and KU Energy LLC held all 21,294,223 outstanding common shares, no par value, of Louisville Gas and Electric Company.
As of January 31, 2020, LG&E and KU Energy LLC held all 37,817,878 outstanding common shares, no par value, of Kentucky Utilities Company.
PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company meet the
conditions set forth in General Instructions (I)(1)(a) and (b) of Form 10-K and are therefore filing this form with the reduced disclosure format.
Documents incorporated by reference:
PPL Corporation has incorporated herein by reference certain sections of PPL Corporation's 2020 Notice of Annual Meeting and Proxy Statement, which will
be filed with the Securities and Exchange Commission not later than 120 days after December 31, 2019. Such Statements will provide the information
required by Part III of this Report.

Table of Contents
PPL CORPORATION
PPL ELECTRIC UTILITIES CORPORATION
LG&E AND KU ENERGY LLC
LOUISVILLE GAS AND ELECTRIC COMPANY
KENTUCKY UTILITIES COMPANY
FORM 10-K ANNUAL REPORT TO
THE SECURITIES AND EXCHANGE COMMISSION
FOR THE YEAR ENDED DECEMBER 31, 2019
TABLE OF CONTENTS
This combined Form 10-K is separately filed by the following Registrants in their individual capacity: PPL Corporation, PPL Electric Utilities Corporation,
LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company. Information contained herein relating to any individual
Registrant is filed by such Registrant solely on its own behalf and no Registrant makes any representation as to information relating to any other Registrant,
except that information under "Forward-Looking Information" relating to subsidiaries of PPL Corporation is also attributed to PPL Corporation and
information relating to the subsidiaries of LG&E and KU Energy LLC is also attributed to LG&E and KU Energy LLC.
Unless otherwise specified, references in this Report, individually, to PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC,
Louisville Gas and Electric Company and Kentucky Utilities Company are references to such entities directly or to one or more of their subsidiaries, as the
case may be, the financial results of which subsidiaries are consolidated into such Registrants' financial statements in accordance with GAAP. This
presentation has been applied where identification of particular subsidiaries is not material to the matter being disclosed, and to conform narrative disclosures
to the presentation of financial information on a consolidated basis.
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GLOSSARY OF TERMS AND ABBREVIATIONS
PPL Corporation and its subsidiaries
KU - Kentucky Utilities Company, a public utility subsidiary of LKE engaged in the regulated generation, transmission, distribution and sale of electricity,
primarily in Kentucky.
LG&E - Louisville Gas and Electric Company, a public utility subsidiary of LKE engaged in the regulated generation, transmission, distribution and sale of
electricity and the distribution and sale of natural gas in Kentucky.
LKE - LG&E and KU Energy LLC, a subsidiary of PPL and the parent of LG&E, KU and other subsidiaries.
LKS - LG&E and KU Services Company, a subsidiary of LKE that provides administrative, management and support services primarily to LKE and its
subsidiaries.
PPL - PPL Corporation, the parent holding company of PPL Electric, PPL Energy Funding, PPL Capital Funding, LKE and other subsidiaries.
PPL Capital Funding - PPL Capital Funding, Inc., a financing subsidiary of PPL that provides financing for the operations of PPL and certain subsidiaries.
Debt issued by PPL Capital Funding is guaranteed as to payment by PPL.
PPL Electric - PPL Electric Utilities Corporation, a public utility subsidiary of PPL engaged in the regulated transmission and distribution of electricity in
its Pennsylvania service area and that provides electricity supply to its retail customers in this area as a PLR.
PPL Energy Funding - PPL Energy Funding Corporation, a subsidiary of PPL and the parent holding company of PPL Global and other subsidiaries.
PPL EU Services - PPL EU Services Corporation, a subsidiary of PPL that provides administrative, management and support services primarily to PPL
Electric.
PPL Global - PPL Global, LLC, a subsidiary of PPL Energy Funding that, primarily through its subsidiaries, owns and operates WPD, PPL's regulated
electricity distribution businesses in the U.K.
PPL Services - PPL Services Corporation, a subsidiary of PPL that provides administrative, management and support services to PPL and its subsidiaries.
PPL WPD Limited - an indirect U.K. subsidiary of PPL Global and an indirect parent to WPD plc.
Safari Energy - Safari Energy, LLC, an indirect subsidiary of PPL, acquired in June 2018, that provides solar energy solutions for commercial customers in
the U.S.
WPD - refers to PPL WPD Limited and its subsidiaries.
WPD (East Midlands) - Western Power Distribution (East Midlands) plc, a British regional electricity distribution utility company.
WPD plc - Western Power Distribution plc, an indirect U.K. subsidiary of PPL WPD Limited. Its principal indirectly owned subsidiaries are WPD (East
Midlands), WPD (South Wales), WPD (South West) and WPD (West Midlands).
WPD Midlands - refers to WPD (East Midlands) and WPD (West Midlands), collectively.
WPD (South Wales) - Western Power Distribution (South Wales) plc, a British regional electricity distribution utility company.
WPD (South West) - Western Power Distribution (South West) plc, a British regional electricity distribution utility company.
i
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WPD (West Midlands) - Western Power Distribution (West Midlands) plc, a British regional electricity distribution utility company.
WKE - Western Kentucky Energy Corp., a subsidiary of LKE that leased certain non-regulated utility generating plants in western Kentucky until July 2009.
Other terms and abbreviations
£ - British pound sterling.
401(h) account(s) - a sub-account established within a qualified pension trust to provide for the payment of retiree medical costs.
Act 11 - Act 11 of 2012 that became effective on April 16, 2012. The Pennsylvania legislation authorized the PUC to approve two specific ratemaking
mechanisms: the use of a fully projected future test year in base rate proceedings and, subject to certain conditions, a DSIC.
Act 129 - Act 129 of 2008 that became effective in October 2008. The law amended the Pennsylvania Public Utility Code and created an energy efficiency
and conservation program and smart metering technology requirements, adopted new PLR electricity supply procurement rules, provided remedies for market
misconduct and changed the Alternative Energy Portfolio Standard (AEPS).
Act 129 Smart Meter program - PPL Electric's system-wide meter replacement program that installs wireless digital meters that provide secure
communication between PPL Electric and the meter as well as all related infrastructure.
ADIT - accumulated deferred income tax.
Adjusted Gross Margins - a non-GAAP financial measure of performance used in "Item 7. Combined Management's Discussion and Analysis of
Financial Condition and Results of Operations" (MD&A).
AFUDC - allowance for funds used during construction. The cost of equity and debt funds used to finance construction projects of regulated businesses,
which is capitalized as part of construction costs.
AIP - annual iteration process.
AOCI - accumulated other comprehensive income or loss.
ARO - asset retirement obligation.
ATM Program - at-the-market stock offering program.
Cane Run Unit 7 - a natural gas combined-cycle generating unit in Kentucky, jointly owned by LG&E and KU.
CCR(s) - coal combustion residual(s). CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes.
CDP - a not-for-profit organization based in the United Kingdom formerly known as the Carbon Disclosure Project; that runs the global disclosure system
that enables investors, companies, cities, states and regions to measure and manage their environmental impacts.
Clean Air Act - federal legislation enacted to address certain environmental issues related to air emissions, including acid rain, ozone and toxic air
emissions.
Clean Water Act - federal legislation enacted to address certain environmental issues relating to water quality including effluent discharges, cooling water
intake, and dredge and fill activities.
CPCN - Certificate of Public Convenience and Necessity. Authority granted by the KPSC pursuant to Kentucky Revised Statute 278.020 to provide utility
service to or for the public or the construction of certain plant, equipment, property or facility for furnishing of utility service to the public.
ii
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CPI - consumer price index, a measure of inflation in the U.K. published monthly by the Office for National Statistics.
CPIH - Consumer Price Index including owner-occupiers' housing costs. An aggregate measure of changes in the cost of living in the U.K., including a
measure of owner-occupiers' housing costs.
Customer Choice Act - the Pennsylvania Electricity Generation Customer Choice and Competition Act, legislation enacted to restructure the state's
electric utility industry to create retail access to a competitive market for generation of electricity.
DDCP - Directors Deferred Compensation Plan.
DNO - Distribution Network Operator in the U.K.
DPCR5 - Distribution Price Control Review 5, the U.K. five-year rate review period applicable to WPD that commenced April 1, 2010.
DRIP - PPL Amended and Restated Dividend Reinvestment and Direct Stock Purchase Plan.
DSIC - Distribution System Improvement Charge. Authorized under Act 11, which is an alternative ratemaking mechanism providing more-timely cost
recovery of qualifying distribution system capital expenditures.
DSM - Demand Side Management. Pursuant to Kentucky Revised Statute 278.285, the KPSC may determine the reasonableness of DSM programs proposed
by any utility under its jurisdiction. DSM programs consist of energy efficiency programs intended to reduce peak demand and delay the investment in
additional power plant construction, provide customers with tools and information regarding their energy usage and support energy efficiency.
DSO - Distribution System Operation in the U.K. is the effective delivery of a range of functions and services that need to happen to run a smart electricity
distribution network. These functions cover long-term network planning; operations, real-time processes and planning, and markets and settlement. This does
not focus on a single party as an operator; but recognizes roles for a range of parties to deliver DSO.
DUoS - Distribution Use of System. The charge to licensed third party energy suppliers who are WPD's customers and use WPD's networks to deliver
electricity to their customers, the end-users.
Earnings from Ongoing Operations - a non-GAAP financial measure of earnings adjusted for the impact of special items and used in "Item 7.
Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" (MD&A).
EBPB - Employee Benefit Plan Board. The administrator of PPL's U.S. qualified retirement plans, which is charged with the fiduciary responsibility to
oversee and manage those plans and the investments associated with those plans.
ECR - Environmental Cost Recovery. Pursuant to Kentucky Revised Statute 278.183, Kentucky electric utilities are entitled to the current recovery of costs
of complying with the Clean Air Act, as amended, and those federal, state or local environmental requirements that apply to coal combustion wastes and byproducts from the production of energy from coal.
ELG(s) - Effluent Limitation Guidelines, regulations promulgated by the EPA.
EPA - Environmental Protection Agency, a U.S. government agency.
EPS - earnings per share.
Fast pot - Under RIIO-ED1, Totex costs that are recovered in the period they are incurred.
FERC - Federal Energy Regulatory Commission, the U.S. federal agency that regulates, among other things, interstate transmission and wholesale sales of
electricity, hydroelectric power projects and related matters.
GAAP - Generally Accepted Accounting Principles in the U.S.
GBP - British pound sterling.
iii
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GHG(s) - greenhouse gas(es).
GLT - gas line tracker. The KPSC approved mechanism for LG&E's recovery of costs associated with gas transmission lines, gas service lines, gas risers, leak
mitigation, and gas main replacements.
GWh - gigawatt-hour, one million kilowatt hours.
HB 487 - House Bill 487. Comprehensive Kentucky state tax legislation enacted on April 27, 2018.
ICP - The PPL Incentive Compensation Plan. This plan provides for incentive compensation to PPL's executive officers and certain other senior executives.
New awards under the ICP were suspended in 2012 upon adoption of PPL's 2012 Stock Incentive Plan.
ICPKE - The PPL Incentive Compensation Plan for Key Employees. The ICPKE provides for incentive compensation to certain employees below the level
of senior executive.
IRS - Internal Revenue Service, a U.S. government agency.
IT - Information Technology.
KPSC - Kentucky Public Service Commission, the state agency that has jurisdiction over the regulation of rates and service of utilities in Kentucky.
KU 2010 Mortgage Indenture - KU's Indenture, dated as of October 1, 2010, to The Bank of New York Mellon, as supplemented.
kVA - kilovolt ampere.
kWh - kilowatt hour, basic unit of electrical energy.
LCIDA - Lehigh County Industrial Development Authority.
LG&E 2010 Mortgage Indenture - LG&E's Indenture, dated as of October 1, 2010, to The Bank of New York Mellon, as supplemented.
LIBOR - London Interbank Offered Rate.
Mcf - one thousand cubic feet, a unit of measure for natural gas.
MMBtu - one million British Thermal Units.
MOD - a mechanism applied in the U.K. to adjust allowed base revenue in future periods for differences in prior periods between actual values and those in
the agreed business plan.
Moody's - Moody's Investors Service, Inc., a credit rating agency.
MW - megawatt, one thousand kilowatts.
NAAQS - National Ambient Air Quality Standards periodically adopted pursuant to the Clean Air Act.
NERC - North American Electric Reliability Corporation.
New Source Review - a Clean Air Act program that requires industrial facilities to install updated pollution control equipment when they are built or when
making a modification that increases emissions beyond certain allowable thresholds.
NPNS - the normal purchases and normal sales exception as permitted by derivative accounting rules. Derivatives that qualify for this exception may receive
accrual accounting treatment.
OCI - other comprehensive income or loss.
iv
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Ofgem - Office of Gas and Electricity Markets, the British agency that regulates transmission, distribution and wholesale sales of electricity and gas and
related matters.
OVEC - Ohio Valley Electric Corporation, located in Piketon, Ohio, an entity in which LKE indirectly owns an 8.13% interest (consists of LG&E's 5.63%
and KU's 2.50% interests), which is recorded at cost. OVEC owns and operates two coal-fired power plants, the Kyger Creek plant in Ohio and the Clifty
Creek plant in Indiana, with combined capacities of 2,120 MW.
PEDFA - Pennsylvania Economic Development Financing Authority.
Performance unit - stock-based compensation award that represents a variable number of shares of PPL common stock that a recipient may receive based
on PPL's attainment of (i) relative total shareowner return (TSR) over a three-year performance period as compared to companies in the Philadelphia Stock
Exchange Utility Index; or (ii) corporate return on equity (ROE) based on the average of the annual ROE for each year of the three-year performance period.
PJM - PJM Interconnection, L.L.C., operator of the electricity transmission network and electricity energy market in all or parts of Delaware, Illinois,
Indiana, Kentucky, Maryland, Michigan, New Jersey, North Carolina, Ohio, Pennsylvania, Tennessee, Virginia, West Virginia and the District of Columbia.
PLR - Provider of Last Resort, the role of PPL Electric in providing default electricity supply within its delivery area to retail customers who have not chosen
to select an alternative electricity supplier under the Customer Choice Act.
PP&E - property, plant and equipment.
PPL EnergyPlus - prior to the June 1, 2015 spinoff of PPL Energy Supply, LLC, PPL EnergyPlus, LLC, a subsidiary of PPL Energy Supply that marketed
and traded wholesale and retail electricity and gas, and supplied energy and energy services in competitive markets.
PPL Energy Supply - prior to the June 1, 2015 spinoff, PPL Energy Supply, LLC, a subsidiary of PPL Energy Funding and the parent company of PPL
EnergyPlus and other subsidiaries.
PPL Montana - Prior to the June 1, 2015 spinoff of PPL Energy Supply, PPL Montana, LLC, an indirect subsidiary of PPL Energy Supply that generated
electricity for wholesale sales in Montana and the Pacific Northwest.
PUC - Pennsylvania Public Utility Commission, the state agency that regulates certain ratemaking, services, accounting and operations of Pennsylvania
utilities.
RAV - regulatory asset value. This term, used within the U.K. regulatory environment, is also commonly known as RAB or regulatory asset base. RAV is
based on historical investment costs at time of privatization, plus subsequent allowed additions less annual regulatory depreciation, and represents the value
on which DNOs earn a return in accordance with the regulatory cost of capital. RAV is indexed to Retail Price Index (RPI) in order to allow for the effects of
inflation. RAV additions have been based on a percentage of annual total expenditures that have a long-term benefit to WPD (similar to capital projects for
the U.S. regulated businesses that are generally included in rate base).
RCRA - Resource Conservation and Recovery Act of 1976.
Registrant(s) - refers to the Registrants named on the cover of this Report (each a "Registrant" and collectively, the "Registrants").
Regulation S-X - SEC regulation governing the form and content of and requirements for financial statements required to be filed pursuant to the federal
securities laws.
RFC - ReliabilityFirst Corporation, one of eight regional entities with delegated authority from NERC that work to safeguard the reliability of the bulk power
systems throughout North America.
RIIO - Ofgem's framework for setting U.K. regulated gas and electric utility price controls which stands for "Revenues = Incentive + Innovation + Outputs."
RIIO-1 refers to the first generation of price controls under the RIIO framework. RIIO-ED1 refers to the RIIO regulatory price control applicable to the
operators of U.K. electricity distribution networks, the duration of which is April 2015 through March 2023. RIIO-2 refers to the second generation of price
controls under the RIIO framework.
v
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RIIO-ED2 refers to the second generation of the RIIO regulatory price control applicable to the operators of U.K. electricity distribution networks, which will
begin in April 2023.
Riverstone - Riverstone Holdings LLC, a Delaware limited liability company and, as of December 6, 2016, ultimate parent company of the entities that own
the competitive power generation business contributed to Talen Energy.
RPI - retail price index, a measure of inflation in the U.K. published monthly by the Office for National Statistics.
RTO - Regional Transmission Operator, an electric power transmission system operator that coordinates, controls and monitors a multi-state electric grid.
Sarbanes-Oxley - Sarbanes-Oxley Act of 2002, which sets requirements for management's assessment of internal controls for financial reporting. It also
requires an independent auditor to make its own assessment.
Scrubber - an air pollution control device that can remove particulates and/or gases (primarily sulfur dioxide) from exhaust gases.
SEC - the U.S. Securities and Exchange Commission, a U.S. government agency primarily responsible to protect investors and maintain the integrity of the
securities markets.
SERC - SERC Reliability Corporation, one of eight regional entities with delegated authority from NERC that work to safeguard the reliability of the bulk
power systems throughout North America.
SIP - PPL Corporation's Amended and Restated 2012 Stock Incentive Plan.
Slow pot - Under RIIO-ED1, Totex costs that are added (capitalized) to RAV and recovered through depreciation over a 20 to 45 year period.
Smart metering technology - technology that can measure, among other things, time of electricity consumption to permit offering rate incentives for
usage during lower cost or demand intervals. The use of this technology also has the potential to strengthen network reliability.
S&P - S&P Global Ratings, a credit rating agency.
Superfund - federal environmental statute that addresses remediation of contaminated sites; states also have similar statutes.
Talen Energy - Talen Energy Corporation, the Delaware corporation formed to be the publicly traded company and owner of the competitive generation
assets of PPL Energy Supply and certain affiliates of Riverstone, which as of December 6, 2016, became wholly owned by Riverstone.
Talen Energy Marketing - Talen Energy Marketing, LLC, the new name of PPL EnergyPlus subsequent to the spinoff of PPL Energy Supply.
TCJA - Tax Cuts and Jobs Act. Comprehensive U.S. federal tax legislation enacted on December 22, 2017.
Total shareowner return - the change in market value of a share of the company's common stock plus the value of all dividends paid on a share of the
common stock during the applicable performance period, divided by the price of the common stock as of the beginning of the performance period. The price
used for purposes of this calculation is the average share price for the 20 trading days at the beginning and end of the applicable period.
Totex (total expenditures) - Totex generally consists of all the expenditures relating to WPD's regulated activities with the exception of certain specified
expenditure items (Ofgem fees, National Grid transmission charges, property and corporate income taxes, pension deficit funding and cost of capital). The
annual net additions to RAV are calculated as a percentage of Totex. Totex can be viewed as the aggregate net network investment, net network operating
costs and indirect costs, less any cash proceeds from the sale of assets and scrap.
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Treasury Stock Method - a method applied to calculate diluted EPS that assumes any proceeds that could be obtained upon exercise of options and
warrants (and their equivalents) would be used to purchase common stock at the average market price during the relevant period.
TRU - a mechanism applied in the U.K. to true-up inflation estimates used in determining base revenue.
U.K. Finance Act - refers to the U.K. Finance Act of 2016, enacted in September 2016, which reduced the U.K. statutory corporate income tax rate from
19% to 17%, effective April 1, 2020.
VEBA - Voluntary Employee Beneficiary Association. A tax-exempt trust under the Internal Revenue Code Section 501 (c)(9) used by employees to fund and
pay eligible medical, life and similar benefits.
VSCC - Virginia State Corporation Commission, the state agency that has jurisdiction over the regulation of Virginia corporations, including utilities.
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Forward-looking Information
Statements contained in this Annual Report concerning expectations, beliefs, plans, objectives, goals, strategies, future events or performance and underlying
assumptions and other statements that are other than statements of historical fact are "forward-looking statements" within the meaning of the federal securities
laws. Although the Registrants believe that the expectations and assumptions reflected in these statements are reasonable, there can be no assurance that these
expectations will prove to be correct. Forward-looking statements are subject to many risks and uncertainties, and actual results may differ materially from
the results discussed in forward-looking statements. In addition to the specific factors discussed in "Item 1A. Risk Factors" and in "Item 7. Combined
Management's Discussion and Analysis of Financial Condition and Results of Operations" in this Annual Report, the following are among the important
factors that could cause actual results to differ materially and adversely from the forward-looking statements:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

the outcome of rate cases or other cost recovery or revenue proceedings;
changes in U.S. state or federal or U.K. tax laws or regulations;
the direct or indirect effects on PPL or its subsidiaries or business systems of cyber-based intrusion or the threat of cyber attacks;
significant decreases in demand for electricity in the U.S.;
expansion of alternative and distributed sources of electricity generation and storage;
changes in foreign currency exchange rates for British pound sterling and the related impact on unrealized gains and losses on PPL's foreign currency
economic hedges;
the effectiveness of our risk management programs, including foreign currency and interest rate hedging;
non-achievement by WPD of performance targets set by Ofgem;
the effect of changes in RPI on WPD's revenues and index linked debt;
developments related to the U.K.'s withdrawal from the European Union and any responses thereto;
the amount of WPD's pension deficit funding recovered in revenues after March 31, 2021, following the triennial pension review which began in March
2019 and is due to conclude at the end of 2020;
defaults by counterparties or suppliers for energy, capacity, coal, natural gas or key commodities, goods or services;
capital market conditions, including the availability of capital or credit, changes in interest rates and certain economic indices, and decisions regarding
capital structure;
a material decline in the market value of PPL's equity;
significant decreases in the fair value of debt and equity securities and its impact on the value of assets in defined benefit plans, and the potential cash
funding requirements if fair value declines;
interest rates and their effect on pension and retiree medical liabilities, ARO liabilities and interest payable on certain debt securities;
volatility in or the impact of other changes in financial markets and economic conditions;
the potential impact of any unrecorded commitments and liabilities of the Registrants and their subsidiaries;
new accounting requirements or new interpretations or applications of existing requirements;
changes in the corporate credit ratings or securities analyst rankings of the Registrants and their securities;
any requirement to record impairment charges pursuant to GAAP with respect to any of our significant investments;
laws or regulations to reduce emissions of GHGs or the physical effects of climate change;
continuing ability to access fuel supply for LG&E and KU, as well as the ability to recover fuel costs and environmental expenditures in a timely manner
at LG&E and KU and natural gas supply costs at LG&E;
weather and other conditions affecting generation, transmission and distribution operations, operating costs and customer energy use;
catastrophic events such as fires, earthquakes, explosions, floods, tornadoes, hurricanes and other storms, droughts, pandemic health events or other
similar occurrences;
war, armed conflicts, terrorist attacks, or similar disruptive events;
changes in political, regulatory or economic conditions in states, regions or countries where the Registrants or their subsidiaries conduct business;
receipt of necessary governmental permits and approvals;
new state, federal or foreign legislation or regulatory developments;
the impact of any state, federal or foreign investigations applicable to the Registrants and their subsidiaries and the energy industry;
our ability to attract and retain qualified employees;
the effect of any business or industry restructuring;
development of new projects, markets and technologies;
performance of new ventures;
business dispositions or acquisitions and our ability to realize expected benefits from such business transactions;
collective labor bargaining negotiations; and
1
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•

the outcome of litigation against the Registrants and their subsidiaries.

Any forward-looking statements should be considered in light of these important factors and in conjunction with other documents of the Registrants on file
with the SEC.
New factors that could cause actual results to differ materially from those described in forward-looking statements emerge from time to time, and it is not
possible for the Registrants to predict all such factors, or the extent to which any such factor or combination of factors may cause actual results to differ from
those contained in any forward-looking statement. Any forward-looking statement speaks only as of the date on which such statement is made, and the
Registrants undertake no obligation to update the information contained in the statement to reflect subsequent developments or information.
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PART I
ITEM 1. BUSINESS
General
(All Registrants)
PPL Corporation, headquartered in Allentown, Pennsylvania, is a utility holding company, incorporated in 1994, in connection with the deregulation of
electricity generation in Pennsylvania, to serve as the parent company to the regulated utility, PPL Electric, and to generation and other unregulated business
activities. PPL Electric was founded in 1920 as Pennsylvania Power & Light Company. PPL, through its regulated utility subsidiaries, delivers electricity to
customers in the U.K., Pennsylvania, Kentucky and Virginia; delivers natural gas to customers in Kentucky; and generates electricity from power plants in
Kentucky.
PPL's principal subsidiaries at December 31, 2019 are shown below (* denotes a Registrant).

PPL Corporation*

PPL Capital Funding

Provides financing for the operations
of PPL and certain subsidiaries

I

I

I

PPL Global

PPL Electric*

LKE*

Engages in the regulated
distribution of electricity in the U.K.

Engages in the regulated
transmission and distribution of
electricity in Pennsylvania

I

I

LG&E*

Engages in the regulated generation,
transmission, distribution and sale of
electricity and the regulated
distribution and sale of natural gas in
Kentucky

U.K.
Regulated Segment

KU*

Engages in the regulated generation,
transmission, distribution and sale of
electricity, primarily in Kentucky

Kentucky
Regulated Segment

Pennsylvania
Regulated Segment

PPL Global is not a registrant. Unaudited annual consolidated financial statements for the U.K. Regulated Segment are furnished contemporaneously with this
report on a Form 8-K with the SEC.
In addition to PPL, the other Registrants included in this filing are as follows.
PPL Electric Utilities Corporation, headquartered in Allentown, Pennsylvania, is a wholly owned subsidiary of PPL organized in Pennsylvania in 1920 and a
regulated public utility that is an electricity transmission and distribution service provider in eastern and central Pennsylvania. PPL Electric is subject to
regulation as a public utility by the PUC, and certain of its transmission activities are subject to the jurisdiction of the FERC under the Federal Power Act.
PPL Electric delivers electricity in its Pennsylvania service area and provides electricity supply to retail customers in that area as a PLR under the Customer
Choice Act.
LG&E and KU Energy LLC, acquired in 2010 and headquartered in Louisville, Kentucky, is a wholly owned subsidiary of PPL and a holding company that
owns regulated utility operations through its subsidiaries, LG&E and KU, which constitute substantially all of LKE's assets. LG&E and KU are engaged in
the generation, transmission, distribution and sale of electricity. LG&E also engages in the distribution and sale of natural gas. LG&E and KU maintain
separate corporate identities and serve customers in Kentucky under their respective names. KU also serves customers in Virginia under the Old Dominion
Power name. LKE, formed in 2003, is the successor to a Kentucky entity incorporated in 1989.
3
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Louisville Gas and Electric Company, headquartered in Louisville, Kentucky, is a wholly owned subsidiary of LKE and a regulated utility engaged in the
generation, transmission, distribution and sale of electricity and distribution and sale of natural gas in Kentucky. LG&E is subject to regulation as a public
utility by the KPSC, and certain of its transmission activities are subject to the jurisdiction of the FERC under the Federal Power Act. LG&E was
incorporated in 1913.
Kentucky Utilities Company, headquartered in Lexington, Kentucky, is a wholly owned subsidiary of LKE and a regulated utility engaged in the generation,
transmission, distribution and sale of electricity in Kentucky and Virginia. KU is subject to regulation as a public utility by the KPSC and the VSCC, and
certain of its transmission and wholesale power activities are subject to the jurisdiction of the FERC under the Federal Power Act. KU serves its Kentucky
customers under the KU name and its Virginia customers under the Old Dominion Power name. KU was incorporated in Kentucky in 1912 and in Virginia in
1991.
Segment Information
(PPL)
PPL is organized into three reportable segments as depicted in the chart above: U.K. Regulated, Kentucky Regulated, and Pennsylvania Regulated. The U.K.
Regulated segment has no related subsidiary Registrants. PPL's other reportable segments' results primarily represent the results of its related subsidiary
Registrants, except that the reportable segments are also allocated certain corporate level financing costs that are not included in the results of the applicable
subsidiary Registrants. PPL also has corporate and other costs, primarily including financing costs incurred at the corporate level that have not been allocated
or assigned to the segments, as well as certain other unallocated costs. The financial results of Safari Energy are also reported within Corporate and Other.
A comparison of PPL's three regulated segments is shown below.

U.K. Regulated

Kentucky

Pennsylvania

Regulated

Regulated

For the year ended December 31, 2019:
Operating Revenues (in billions)

$

2.2

$

3.2

$

2.4

Net Income (in millions)

$

977

$

436

$

458

Electricity delivered (GWh)

72,061

31,368

37,024

At December 31, 2019:
Regulatory Asset Base (in billions) (a)

$

Service area (in square miles)
End-users (in millions)
(a)

10.3

$

10.4

$

7.6

21,600

9,400

10,000

7.9

1.3

1.4

Represents RAV for U.K. Regulated, capitalization for Kentucky Regulated and rate base for Pennsylvania Regulated.

See Note 2 to the Financial Statements for additional financial information by segment.
(PPL Electric, LKE, LG&E and KU)
PPL Electric has two operating segments that are aggregated into a single reportable segment. LKE, LG&E and KU are individually single operating and
reportable segments.
U.K. Regulated Segment (PPL)
The U.K. Regulated segment consists of PPL Global, which primarily includes WPD's regulated electricity distribution operations, the results of hedging the
translation of WPD's earnings from British pound sterling into U.S. dollars, and certain costs, such as U.S. income taxes, administrative costs and
acquisition-related financing costs.
WPD operates four of the 14 Ofgem regulated DNOs providing electricity service in the U.K. through indirect wholly owned subsidiaries: WPD (South
West), WPD (South Wales), WPD (East Midlands) and WPD (West Midlands). The number of network customers (end-users) served by WPD totals 7.9
million across 21,600 square miles in south Wales and southwest and central England. See Note 3 to the Financial Statements for revenue information. WPD's
operating revenues are translated from GBP to U.S. dollars using the average exchange rates in effect each month. The annual weighted average of the
monthly GBP
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to U.S. dollar exchange rates used for the years ended December 2019, 2018 and 2017 were $1.28 per GBP, $1.34 per GBP, and $1.28 per GBP.
Franchise and Licenses
WPD’s operations are regulated by Ofgem under the direction of the Gas and Electricity Markets Authority. Ofgem is a non-ministerial government
department and an independent National Regulatory Authority responsible for protecting the interests of existing and future electricity and natural gas
consumers. The Electricity Act 1989 provides the fundamental framework for electricity companies and established licenses that require each DNO to
develop, maintain and operate efficient distribution networks. WPD’s operations are regulated under these licenses which set the outputs WPD needs to
deliver to customers and associated revenues WPD is allowed to earn. WPD operates under a regulatory year that begins April 1 and ends March 31 of each
year.
Ofgem has the formal power to propose modifications to each distribution license; however, licensees can appeal such changes to the U.K.’s Competition and
Markets Authority. Generally, any potential changes to these licenses are reviewed with stakeholders in a formal regulatory consultation process prior to a
formal change proposal.
Competition
Although WPD operates in non-exclusive concession areas in the U.K., it currently faces little competition with respect to end-users connected to its network.
WPD's four DNOs are, therefore, regulated monopolies, operating under regulatory price controls.
Customers
WPD provides regulated electricity distribution services to licensed third-party energy suppliers who use WPD's networks to transfer electricity to their
customers, the end-users. WPD bills energy suppliers for this service and the supplier is responsible for billing its end-users. Ofgem requires that all licensed
electricity distributors and suppliers become parties to the Distribution Connection and Use of System Agreement. This agreement specifies how
creditworthiness will be determined and, as a result, whether a supplier needs to collateralize its payment obligations.
WPD’s costs make up approximately 17% of a U.K. residential end-user's electricity bill.
U.K. Regulation and Rates
Overview
Ofgem has adopted a price control regulatory framework with a balanced objective of enhancing and developing future electricity networks, controlling costs
to customers and allowing DNOs, such as WPD's DNOs, to earn a fair return on their investments. This regulatory structure is focused on outputs and
performance in contrast to traditional U.S. utility ratemaking that operates under a cost recovery model. Price controls are established based on long-term
business plans developed by each DNO with substantial input from its stakeholders. To measure the outputs and performance, each DNO business plan
includes incentive targets that allow for increases and/or reductions in revenues based on operational performance, which are intended to align returns with
quality of service, innovation and customer satisfaction.
For comparative purposes, amounts listed below are in British pounds sterling, nominal prices and in calendar years unless otherwise noted.
Key Ratemaking Mechanisms
PPL believes the U.K. electricity utility model is a premium jurisdiction in which to do business due to its significant stakeholder engagement, incentivebased structure and high-quality ratemaking mechanisms.
Current Price Control: RIIO-ED1
WPD currently operates under an eight-year price control called RIIO-ED1, which commenced for electricity distribution companies on April 1, 2015. The
regulatory framework is based on an updated approach for sustainable network regulation known as the "RIIO" model where Revenue = Incentives +
Innovation + Outputs.
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In coordination with numerous stakeholders, WPD developed its business plans for RIIO-ED1 building off its historical track record and long-term strategy of
delivering industry-leading levels of performance at an efficient level of cost. As a result, all four of WPD’s DNOs' business plans were accepted by Ofgem as
"well justified" and were "fast-tracked" ahead of all other DNOs. WPD's DNOs were rewarded for being fast-tracked with preferential financial incentives, a
higher return on equity and higher cost savings retention under their business plans as discussed further below. However, an unintended consequence of being
fast-tracked resulted in WPD being disadvantaged from a cost of debt recovery standpoint, as further discussed within “(2) Real Return on capital from RAV”
below.
WPD's combined RIIO-ED1 business plans as accepted by Ofgem included funding for total expenditures of approximately £12.8 billion (nominal) over the
eight-year period, as follows:
•
•
•
•
•

Totex - £8.5 billion (£6.8 billion recovered as additions to RAV over time ("Slow pot"); £1.7 billion recovered in the year spent in the plan
("Fast pot"));
Pension deficit funding - £1.2 billion;
Cost of debt recovery - £1.0 billion;
Pass Through Charges - £1.6 billion (Property taxes, Ofgem fees and National Grid transmissions charges); and
Corporate income taxes recovery - £0.5 billion.

The chart below illustrates the building blocks of allowed revenue and GAAP net income for the U.K. Regulated Segment. The revenue components are
shown in either 2012/13 prices or nominal prices, consistent with the formulas Ofgem established for RIIO-ED1. The reference numbers shaded in each block
correspond with the descriptions that follow.

------------------------------------------------------------------------------------------ ---------------------------------- --------

Regulatory - year ending March 31
(1 )

(2)

(3 )

(4)

(5 )

(6)

(7)

Base
Revenue

Real Return
on RAV

Depreciation
of RAV

Fast
Pot

Tax
Allowance

Other Base
Revenue (a)

Fast-track
Incentive

(12/13 prices£)

{12/13 prices)

(8 )

(1 )

Allowed
Revenue
(Hominal £ )

=(

Base
Revenue
{12/13 prices)

+

{12/13 prices)

+

(9)

MOD, TRU

+

{12/13 prices)

{12/13 prices)

(10)

•

Inflation

+

}

{12/13 prices)

+

(11 )

Incentives
{~minal)

{12/13 prices)

+

(12)

+

K-factor
{Nominal)

{12/13 prices)

(13)

+

Other Allowed
Revenue (b)
{Nominal)

GAAP - calendar year converted to U.S. dollars

GAAP
Net Income (c)
(S)

(a)
(b)
(c)
(d)
(e)
(f)
(g)
(h)

(14)

(4) & (6)

(3)

GAAP
Operating
Revenue

O&M (d),
Taxes other
than income (e)

GAAP
Depreciation

+

(15)

(2)

Other Income/
Expense (f)

Interest
Expense (g)

(5)

GAAP
Income Taxes
(h)

Primarily pension deficit funding, pass through costs, profiling adjustments and legacy price control adjustments.
Primarily pass through true-ups and £5 per residential customer reduction completed in the regulatory year ended March 31, 2017.
Reference Form 8-K filed February 14, 2020 for U.K. Regulated Segment GAAP Statement of Income component values.
Includes the service cost component of GAAP pension costs/income. See “Defined Benefits, Net periodic defined benefit costs (credits)” in Note 11 to the Financial Statements.
Primarily property taxes.
Primarily includes the non-service cost (credit) components of GAAP pension costs/income and gains and losses on foreign currency hedges.
Includes WPD interest and $32 million of allocated interest expense to finance the acquisition of WPD Midlands.
GAAP income taxes represent an effective tax rate of 16% for 2019, 17% for 2018, 19% for 2017 and approximately 17% going forward.

(1) Base Revenue
The base revenue a DNO can collect in each year of the current price control period is the sum of the following, discussed further below:
•
•
•

a return on capital from RAV;
a return of capital from RAV (i.e., depreciation);
the Fast pot recovery, see discussion “(4) Expenditure efficiency mechanisms” below;
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•
•
•
•
•
•

an allowance for cash taxes paid less a potential reduction for tax benefits from excess leverage if a DNO is levered more than 65%
Debt/RAV;
pension deficit funding;
certain pass-through costs over which the DNO has no control;
profiling adjustments, see discussion “(6) Other revenue included in base revenue” below;
certain legacy price control adjustments from preceding price control periods, including the information quality incentive (also known as
the rolling RAV incentive); and
fast-track incentive - because WPD's four DNOs were fast-tracked through the price control review process for RIIO-ED1, their base
revenue also includes the fast-track incentive.

(2) Real Return on capital from RAV
Real-time returns on cost of regulated equity (real) - Ofgem establishes an allowed return on regulated equity that DNOs earn in their base business plan
revenues as a consideration of the financial parameters for each RIIO-ED1 business plan. For WPD, the base cost of equity collected in revenues was set at
6.4% (real). Base equity returns exclude inflation adjustments, allowances for incentive rewards/penalties and over/under collections driven by cost
efficiencies. WPD’s DNO base equity returns are calculated using an equity ratio of 35% of RAV. The equity ratio was reviewed and set during the RIIO-ED1
business plan process taking various stakeholder impacts into consideration such as costs to consumers, credit ratings and investor needs. The amounts of
base real equity return for 2019, 2018 and 2017 were £168 million, £160 million and £151 million.
Indexed cost of debt recovery (real) - As part of WPD’s fast-track agreement with Ofgem for RIIO-ED1, WPD collects in revenues an assumed real cost of
debt that is derived from a historical 10-year bond index (iBoxx) and adjusted annually for inflation. This calculated real cost of debt is then applied to 65%
of RAV at the DNOs to determine the cost of debt revenue recovery. The cost of debt was set at 2.55% in the original "well justified" business plans. The
recovery amounts are trued up annually as a component of the MOD true-up mechanism described within "(9) MOD and Inflation True-Up (TRU)" below.
As discussed above, WPD’s cost of debt revenue allowances are derived from using a rolling 10-year trailing average of
historical 10-year bond index (iBoxx); however, the cost of debt revenue allowances for all slow track companies are derived
using an extending trailing average of the index. Under this approach, the trailing average period used is progressively extended from 10 to 20 years and
consequently short-term fluctuations in the interest rate have a less pronounced effect on the regulatory cost of debt applied. Therefore, WPD’s cost of debt
recovery is significantly lower than it would have been had it been derived under the approach used for the slow-track companies.
Over the 8-year RIIO-ED1 period WPD is expected to under-recover its cost of debt at the four DNOs, based upon the latest inflation assumptions and
projected 10-year iBoxx bond indices rates, by approximately £231 million primarily driven by the previously discussed differing cost of debt recovery
calculations. Under the terms of the fast track process, fast tracked companies were not supposed to be disadvantaged financially to slow track companies. It
is currently uncertain, however, if WPD will be able to recover any of this under-recovery in the next price control period, RIIO-ED2, beginning April 1,
2023.
Interest costs relating to long-term debt issued at WPD’s holding companies are not recovered in revenues and for 2019, 2018 and 2017 were approximately
£57 million, £46 million and £49 million.
(3) Recovery of depreciation in revenues - Recovery of depreciation in regulatory revenues is one of the key mechanisms Ofgem uses to support financeable
business plans that provide incentives to attract the continued substantial investment required in the U.K. Differences between GAAP and regulatory
depreciation exist primarily due to differing assumptions on asset lives and because RAV is adjusted for inflation using RPI.
Compared to asset lives established for GAAP, asset lives established for ratemaking are set by Ofgem based on economic lives which results in improved
DNO near-term revenues and cash flows during investment cycles. Under U.K. regulation prior to RIIO-ED1, electric distribution assets were depreciated on
a 20-year asset life for the purpose of setting revenues. After review and consultation, Ofgem decided to use 45-year asset lives for RAV additions after April
1, 2015, with transitional arrangements available for DNOs fully demonstrating a need to ensure financeable plans. WPD adopted a transition that has a linear
increase in asset lives from 20 to 45 years for additions to RAV in each year of RIIO-ED1 (with additions averaging a life of approximately 35 years over this
period), which adds support to its credit metrics. RAV additions prior to March 31, 2015 continue to be recovered in revenues over 20 years.
The asset lives used to determine depreciation expense for GAAP purposes are not the same as those used for the depreciation of the RAV in setting revenues
and, as such, vary by asset type and are based on the expected useful lives of the assets.
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Effective January 1, 2015, after completing a review of the useful lives of its distribution network assets, WPD set the weighted average useful lives to 69
years for GAAP depreciation expense.
Because Ofgem uses a real cost of capital, the RAV and recovery of depreciation are adjusted for inflation using RPI. The inflation revenues collected in this
line item help recover the cost of equity and debt returns on a "nominal" basis, compared to the "real" rates used to set the return component of base revenues.
This regulatory construct, in combination with the different assets lives used for ratemaking and GAAP, results in amounts collected by WPD as recovery of
depreciation in revenues being significantly higher than the amounts WPD recorded for depreciation expense under GAAP. For 2019, 2018 and 2017, this
difference was £450 million, £444 million and £424 million (pre-tax) and positively impacted net income. The difference is expected to continue in the £400
million to £450 million (pre-tax) range at least through 2022 (the last full calendar year of RIIO-ED1), assuming RPI of approximately 3.0% per year from
2020 through 2022 and based on expected RAV additions of approximately £800 million per year to prepare the distribution system for future U.K. energy
objectives while maintaining premier levels of reliability and customer service.
(4) Expenditure efficiency mechanisms - Ofgem introduced the concept of Totex in RIIO to ensure all DNOs face equal incentives in choosing between
operating and capital solutions. Totex is split between immediate recovery (called "Fast pot") and deferred recovery as an addition to RAV (called "Slow
pot"). The ratio of Slow pot to Fast pot was determined by each DNO in its business plan development. WPD established a Totex split of 80% Slow pot and
20% Fast pot for RIIO-ED1 to balance maximizing RAV growth with immediate cost recovery to support investment grade credit ratings. Comparatively,
other DNOs on average used a ratio of approximately 70% Slow pot and 30% Fast pot for RIIO-ED1.
Ofgem also allows a Totex Incentive Mechanism that is intended to reward DNOs for cost efficiency. WPD's DNOs are able to retain 70% of any amounts not
spent against their RIIO-ED1 plan and bear 70% of any over-spends. Any amounts to be returned to customers are trued up in the AIP discussed below.
Because Fast pot cost recovery represents 20% of Totex expenditures and certain other costs are recovered in other components of revenue, Fast pot will not
equal operation and maintenance expenses recorded for GAAP purposes.
(5) Income Tax Allowance - For price control purposes, WPD collects income tax based on Ofgem’s notional tax charge, which will not equal the amount of
income tax expense recorded for GAAP purposes. The following table shows the amount of taxes collected in revenues and recorded under GAAP.
2019
Taxes collected in revenues

£

Taxes recorded under GAAP

2018
56
167

£

2017
58

£

156

57
139

(6) Other revenue included in base revenue - Other revenue included in base revenue primarily consists of pension deficit funding, pass through costs,
profiling adjustments and legacy price control adjustments.
Recovery of annual (normal) pension cost and pension deficit funding - Ofgem allows DNOs to recover annual (normal) pension costs through the Totex
allocation, split between the previously described Fast pot (immediate recovery) and Slow pot recovery (as an addition to RAV). The amount of normal
pension cost is computed by the pension trustees, using assumptions that differ from those used in calculating pension costs/income under GAAP. In addition,
the timing of the revenue collection may not match the actual pension payment schedule, resulting in a timing difference of cash flows.
In addition, WPD recovers approximately 80% of pension deficit funding for certain of WPD's defined benefit pension plans in conjunction with actual costs
similar to the Fast pot mechanism. The pension deficit is determined by the pension trustees on a triennial basis in accordance with their funding
requirements. Pension deficit funding recovered in revenues was £151 million, £147 million and £142 million in 2019, 2018 and 2017. WPD expects similar
amounts to be collected in revenues through March 31, 2021, but cannot predict amounts that will be collected in revenues beyond then as the plans are
approaching a fully funded status. The current triennial pension review commenced in March 2019 and is expected to conclude by the end of 2020.
See Note 11 to the Financial Statements for additional information on pension costs/income recognized under GAAP.
Recovery-of pass
through costs - WPD recovers certain pass-through costs over which the DNO has no control such as property taxes, National Grid
--------

transmission charges and Ofgem fees. Although these items are intended to be pass-through charges there could be timing differences, primarily related to
property taxes, as to when amounts are collected in revenues and when amounts are expensed in the Statements of Income. WPD over-collected property
taxes by £37 million, £38 million and £19
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million in 2019, 2018 and 2017. WPD expects to continue to over-recover property taxes until the end of RIIO-ED1. Amounts under-or over-recovered in
revenues in a regulatory year are trued up through revenues two regulatory years later.
Profiling ----adjustments - Ofgem permitted DNOs the flexibility to make profiling adjustments to their base revenues within their business plans. These
----

adjustments do not affect the total base revenue in real terms over the eight-year price control period, but change the year in which the revenue is collected. In
the first year of RIIO-ED1, WPD’s base revenue decreased by 11.8% compared to the final year of the prior price control period (DPCR5), primarily due to a
change in profiling methodology and a lower weighted-average cost of capital. Base revenue then increased by approximately 2.5% per annum before
inflation for regulatory years up to March 31, 2019 and will increase by approximately 1% per annum before inflation for each regulatory year thereafter for
the remainder of RIIO-ED1.
(7) Incentives for developing high-quality business plans (known as fast-tracking) - For RIIO-ED1, Ofgem incentivized DNOs with certain financial
rewards to develop "well justified" business plans that drive value to customers. WPD was awarded the following fast-track incentives:
•
•
•

an annual fast-track revenue incentive worth 2.5% of Totex (approximately £25 million annually for WPD);
a real cost of equity rate of 6.4% compared to 6.0% for slow-tracked DNOs; and,
cost savings retention was established at 70% for WPD compared to approximately 55% for slow-tracked DNOs.

(8) Allowed Revenue - Allowed revenue is the amount that a DNO can collect from its customers in order to fund its investment requirements.
Base revenues are adjusted annually during RIIO-ED1 to arrive at allowed revenues. These adjustments are discussed in sections (9) through (13) below.
(9) MOD and Inflation True-Up (TRU)
MOD - RIIO-ED1 includes an AIP that allows future base revenues, agreed with the regulator as part of the price control review, to be updated during the
price control period for financial adjustments including taxes, pensions, cost of debt, legacy price control adjustments from preceding price control periods
and adjustments relating to actual and allowed total expenditure together with the Totex Incentive Mechanism (TIM). The AIP calculates an incremental
change to base revenue, known as the "MOD" adjustment.
•
•
•
•
•

The MOD provided by Ofgem in November 2016 included the TIM for the 2015/16 regulatory year, as well as the cost of debt calculation
based on the 10-year trailing average to October 2016. This MOD of £12 million reduced base revenue in calendar years 2017 and 2018 by
£8 million and £4 million.
The MOD provided by Ofgem in November 2017 for the 2016/17 regulatory year was a £39 million reduction to revenue that reduced base
revenue in calendar years 2018 and 2019 by £26 million and £13 million.
The MOD provided by Ofgem in November 2018 for the 2017/18 regulatory year was a £42 million reduction to revenue that reduced base
revenue in calendar year 2019 by £28 million and will reduce base revenue in calendar year 2020 by £14 million.
The MOD provided by Ofgem in November 2019 for the 2018/19 regulatory year was an £81 million reduction to revenue that will reduce
base revenue in calendar years 2020 and 2021 by £54 million and £27 million.
The projected MOD for the 2019/20 regulatory year is a £128 million reduction to revenue that is expected to reduce base revenue in
calendar years 2021 and 2022 by £85 million and £43 million.

TRU - As discussed below in "(10) Inflation adjusted, multi-year rate cycle," the base revenue for the RIIO-ED1 period was set based on 2012/13 prices.
Therefore, an inflation factor as determined by forecasted RPI, provided by HM Treasury, is applied to base revenue. Forecasted RPI is trued up to actuals
and affects future base revenue two regulatory years later. This revenue change is called the "TRU" adjustment.
•
•

The TRU for the 2015/16 regulatory year was a £31 million reduction to revenue that reduced base revenue in calendar years 2017 and
2018 by £21 million and £10 million.
The TRU for the 2016/17 regulatory year was a £6 million reduction to revenue that reduced base revenue in calendar years 2018 and 2019
by £4 million and £2 million.
9
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•
•
•

The TRU for the 2017/18 regulatory year was a £4 million increase to revenue that increased base revenue in calendar year 2019 by £3
million and will increase base revenue in calendar year 2020 by £1 million.
The TRU for the 2018/19 regulatory year was a £2 million reduction to revenue that will reduce base revenue in calendar years 2020 and
2021 by £1 million.
The projected TRU for the 2019/20 regulatory year is a £13 million reduction to revenue that is expected to reduce base revenue in calendar
years 2021 and 2022 by £9 million and £4 million.

As both MOD and TRU are changes to future base revenues as determined by Ofgem, these adjustments are recognized as a component of revenues in future
years in which service is provided and revenues are collected or returned to customers.
(10) Inflation adjusted, multi-year rate cycle - Ofgem built its price control framework to better coincide with the long-term nature of electricity distribution
investments. The current price control for electricity distribution is for the eight-year period from April 1, 2015 through March 31, 2023. This both required
and enabled WPD to design a base business plan with predictable revenues and expenses over the long-term to drive value for its customers through
predetermined outputs and for its investors through preset base returns. A key aspect to the multi-year cycle is an annual inflation adjustment for revenue and
cost components, which are inflated using RPI from the base 2012/13 prices used to establish the business plans. Consistent with Ofgem’s formulas, the
inflation adjustment is applied to base revenue, MOD and TRU when determining allowed revenue. This inflation adjustment also has the effect of inflating
RAV, and real returns are earned on the inflated RAV.
(11) Incentive revenues for strong operational performance and innovation - Ofgem has established incentives to provide opportunities for DNOs to
enhance overall returns by improving network efficiency, reliability and customer service. These incentives can result in an increase or reduction in revenues
based on incentives or penalties for actual performance against pre-established targets based on past performance. Some of the more significant incentives
that may affect allowed revenue include the Interruptions Incentive Scheme (IIS), the broad measure of customer service (BMCS) and the time to connect
(TTC) incentive:
•
•
•

The IIS has two major components: (1) Customer interruptions (CIs) and (2) Customer minutes lost (CMLs), and both are designed to
incentivize the DNOs to invest in and operate their networks to manage and reduce both the frequency and duration of power outages.
The BMCS encompasses customer satisfaction in supply interruptions, connections and general inquiries, complaints, stakeholder
engagement and delivery of social obligations.
The TTC incentive rewards DNOs for reducing connection times for minor connections against an Ofgem set target.

The annual incentives and penalties are reflected in customer rates on a two-year lag from the time they are earned and/or assessed. Based on applicable
GAAP, incentive revenues and penalties are recorded in revenues when they are billed to customers. The following table shows the amount of incentive
revenues (in total), primarily from IIS, BMCS and TTC that WPD has received and is projected to receive on a calendar year basis:
Incentive Received
Calendar Year Ended Incentive Earned
2015

(a)

Calendar Year Ended Incentive

(in millions)
£

Included in Revenue
79

2017

2016

76

2018

2017

72

2019

2018

78

2020

2019 (a)

75-85

2021

2020 (a)

75-85

2022

Reflects projected incentive revenues.

(12) Correction Factor (K-factor) - During the price control period, WPD sets its tariffs to recover allowed revenue. However, in any fiscal period, WPD's
revenue could be negatively affected if its tariffs and the volume delivered do not fully recover the allowed revenue for a particular period. Conversely, WPD
could over-recover revenue. Over- and under-recoveries are subtracted from or added to allowed revenue in future years, known as the "Correction Factor" or
"K-factor." Over and under-recovered amounts during RIIO-ED1 will be refunded/recovered two regulatory years later.
•
The K-factor for the 2015/16 regulatory year was a £4 million under-recovery that increased allowed revenue in calendar years 2017 and
2018 by £3 million and £1 million.
•
The K-factor for the 2016/17 regulatory year was a £23 million over-recovery that reduced allowed revenue in calendar years 2018 and
2019 by £15 million and £8 million.
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•
•
•

The K-factor for the 2017/18 regulatory year was a £3 million over-recovery that reduced allowed revenue in calendar year 2019 by £2
million and will reduce allowed revenue in calendar year 2020 by £1 million.
The K-factor for the 2018/19 regulatory year was a £16 million over-recovery that will reduce allowed revenue in calendar years 2020 and
2021 by £11 million and £5 million.
The projected K-factor for the 2019/20 regulatory year is a £20 million under-recovery that is expected to increase allowed revenue in
calendar years 2021 and 2022 by £13 million and £7 million.

Historically, tariffs have been set a minimum of three months prior to the beginning of the regulatory year (April 1). In 2015, Ofgem determined that,
beginning with the 2017/18 regulatory year, tariffs would be established a minimum of fifteen months in advance. This change will potentially increase
volatility in future revenue forecasts due to the need to forecast components of allowed revenue including MOD, TRU, K-factor and incentive revenues.
(13) Other Allowed Revenue - Other Allowed Revenue primarily consists of pass through true-ups and a £5 per residential customer reduction completed in
the regulatory year ended March 31, 2017. For a discussion on property tax true-ups, see recovery of pass through costs in "(6) Other revenue included in
base revenue" above.
In the 2016/17 regulatory year, WPD recovered a £5 per residential network customer reduction given through reduced tariffs in 2014/15. As a result,
revenues were positively affected in calendar year 2017 by £13 million.
(14) GAAP Operating Revenue - Operating revenue under GAAP primarily consists of allowed revenue, which has been converted to rates and earned as
electricity was delivered in the calendar year, converted to U.S. dollars. It also includes miscellaneous revenue primarily from engineering recharge work and
ancillary activity revenue. Engineering recharge is work performed for a third party by WPD which is not for general network maintenance or to increase
reliability. Examples are diversions and running new lines and equipment for a new housing complex. Ancillary activity revenue includes revenue primarily
from WPD’s Telecoms and Property companies. The amounts of miscellaneous revenue for 2019, 2018 and 2017 were £115 million, £115 million and £90
million. The margin or profit on these activities, however, was not significant.
(15) Currency Hedging - Earnings generated by PPL's U.K. subsidiaries are subject to foreign currency translation risk. Due to the significant earnings
contributed from WPD, PPL enters into foreign currency contracts to economically hedge the value of the GBP versus the U.S. dollar. These hedges do not
receive hedge accounting treatment under GAAP. See "Overview - Financial and Operational Developments - U.K. Membership in European Union" in "Item
7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" for a discussion of U.K. earnings hedging activity.
GAAP Accounting implications
As the regulatory model in the U.K. is incentive based rather than a cost recovery model, WPD is not subject to accounting for the effects of certain types of
regulation as prescribed by GAAP. Therefore, the accounting treatment for the differences in the amounts collected in revenues and the amounts recorded for
expenses related to depreciation, pensions, cost of debt and income taxes, and the adjustments to base revenue and/or allowed revenue are evaluated primarily
based on revenue recognition guidance.
See "Revenue Recognition" in Note 1 to the Financial Statements for additional information.
See "Overview - Financial and Operational Developments - RIIO-2 Framework" in "Item 7. Combined Management's Discussion and Analysis of Financial
Condition and Results of Operations" for information on the RIIO-2 Framework which will commence on April 1, 2023.
Kentucky Regulated Segment (PPL)
The Kentucky Regulated segment consists of the operations of LKE, which owns and operates regulated public utilities engaged in the generation,
transmission, distribution and sale of electricity and distribution and sale of natural gas, representing primarily the activities of LG&E and KU. In addition,
certain acquisition-related financing costs are allocated to the Kentucky Regulated segment.
(PPL, LKE, LG&E and KU)
LG&E and KU, direct subsidiaries of LKE, are engaged in the regulated generation, transmission, distribution and sale of electricity in Kentucky and, in KU's
case, also Virginia. LG&E also engages in the distribution and sale of natural gas in Kentucky. LG&E provides electricity service to approximately 418,000
customers in Louisville and adjacent areas in Kentucky,
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covering approximately 700 square miles in nine counties and provides natural gas service to approximately 329,000 customers in its electricity service area
and eight additional counties in Kentucky. KU provides electric service to approximately 530,000 customers in 77 counties in central, southeastern and
western Kentucky and approximately 28,000 customers in five counties in southwestern Virginia, covering approximately 4,800 non-contiguous square miles.
KU also sells wholesale electricity to two municipalities in Kentucky under load following contracts. See Note 3 to the Financial Statements for revenue
information.
Franchises and Licenses
LG&E and KU provide electricity delivery service, and LG&E provides natural gas distribution service, in their respective service territories pursuant to
certain franchises, licenses, statutory service areas, easements and other rights or permissions granted by state legislatures, cities or municipalities or other
entities.
Competition
There are currently no other electric public utilities operating within the electricity service areas of LKE. From time to time, bills are introduced into the
Kentucky General Assembly which seek to authorize, promote or mandate increased distributed generation, customer choice or other developments. Neither
the Kentucky General Assembly nor the KPSC has adopted or approved a plan or timetable for retail electric industry competition in Kentucky. The nature or
timing of legislative or regulatory actions, if any, regarding industry restructuring and their impact on LKE, which may be significant, cannot currently be
predicted. Virginia, formerly a deregulated jurisdiction, has enacted legislation that implemented a hybrid model of cost-based regulation. KU's operations in
Virginia have been and remain regulated.
Alternative energy sources such as electricity, oil, propane and other fuels indirectly impact LG&E's natural gas revenues. Marketers may also compete to sell
natural gas to certain large end-users. LG&E's natural gas tariffs include gas price pass-through mechanisms relating to its sale of natural gas as a commodity.
Therefore, customer natural gas purchases from alternative suppliers do not generally impact LG&E's profitability. Some large industrial and commercial
customers, however, may physically bypass LG&E's facilities and seek delivery service directly from interstate pipelines or other natural gas distribution
systems.
Power Supply
At December 31, 2019, LKE owned generating capacity of 7,561 MW, of which 2,786 MW related to LG&E and 4,775 MW related to KU. See "Item 2.
Properties - Kentucky Regulated Segment" for a complete list of LKE's generating facilities.
The system capacity of LKE's owned or controlled generation is based upon a number of factors, including the operating experience and physical condition of
the units, and may be revised periodically to reflect changes in circumstances.
During 2019, LKE's power plants generated the following amounts of electricity:
GWh
Fuel Source

LKE

LG&E

KU

Coal

25,348

11,336

14,012

Gas

6,558

1,608

4,950

Hydro

357

251

106

Solar

18

7

11

32,281

13,202

19,079

Total (a)
(a)

This generation represents decreases for LKE, LG&E and KU of 6.6%, 3.2% and 8.8% from 2018 output.

The majority of LG&E's and KU's generated electricity was used to supply their retail customer bases.
LG&E and KU jointly dispatch their generation units with the lowest cost generation used to serve their customers. When LG&E has excess generation
capacity after serving its own customers and its generation cost is lower than that of KU, KU purchases electricity from LG&E and vice versa.
As a result of environmental requirements and energy efficiency measures, KU retired two older coal-fired electricity generating units at the E.W. Brown
plant in February 2019 with a combined summer rating capacity of 272 MW.
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LG&E and KU received approval from the KPSC to develop a 4 MW Solar Share facility to service a Solar Share program. The Solar Share program is a
voluntary program that allows customers to subscribe capacity in the Solar Share facility. Construction commences, in 500-kilowatt phases, when
subscription is complete. The first 500-kilowatt phase was constructed in 2019. The subscription for the second 500-kilowatt phase was completed in 2019,
with expected construction to be completed in 2020. LG&E and KU continue to market the program and have started receiving subscriptions for the third
500-kilowatt phase.
On January 23, 2020, LG&E and KU applied to the KPSC for approval of arrangements relating to the purchase of 100 MW of solar power in connection
with the Green Tariff option established in the most recent Kentucky base rate cases. Pursuant to the agreements, LG&E and KU would purchase the initial 20
years of output of a proposed third-party solar generation facility and resell the bulk of the power as renewable energy to two large industrial customers and
use the remaining power for other customers. The transactions are subject to KPSC approval and other standard conditions. PPL, LKE, LG&E and KU do not
anticipate that these arrangements will have a significant impact on their results of operations or financial condition.
Fuel Supply
Coal and natural gas will continue to be the predominant fuels used by LG&E and KU for generation for the foreseeable future. Natural gas used for
generation is primarily purchased using contractual arrangements separate from LG&E's natural gas distribution operations. Natural gas and oil are also used
for intermediate and peaking capacity and flame stabilization in coal-fired boilers.
Fuel inventory is maintained at levels estimated to be necessary to avoid operational disruptions at coal-fired generating units. Reliability of coal deliveries
can be affected from time to time by a number of factors including fluctuations in demand, coal mine production issues and other supplier or transporter
operating difficulties.
LG&E and KU have entered into coal supply agreements with various suppliers for coal deliveries through 2024 and augment their coal supply agreements
with spot market purchases, as needed.
For their existing units, LG&E and KU expect, for the foreseeable future, to purchase most of their coal from western Kentucky, southern Indiana and
southern Illinois. LG&E and KU continue to purchase certain quantities of ultra-low sulfur content coal from Wyoming for blending at Trimble County Unit
2. Coal is delivered to the generating plants primarily by barge and rail.
To enhance the reliability of natural gas supply, LG&E and KU have secured firm long-term pipeline transport capacity with contracts of various durations
from 2020 to 2024 on the interstate pipeline serving Cane Run Unit 7. This pipeline also serves the six simple cycle combustion turbine units located at the
Trimble County site as well as three other simple cycle units at the Paddy's Run site. For the seven simple cycle combustion turbines at the E.W. Brown
facility, no firm long-term pipeline transport capacity has been purchased due to the facility being interconnected to two pipelines and some of the units
having dual fuel capability.
LG&E and KU have firm contracts for a portion of the natural gas fuel for Cane Run Unit 7 through February 2022. The bulk of the natural gas fuel remains
purchased on the spot market.
(PPL, LKE and LG&E)
Natural Gas Distribution Supply
Five underground natural gas storage fields, with a current working natural gas capacity of approximately 15 billion cubic feet (Bcf), are used to provide
natural gas service to LG&E's firm sales customers. Natural gas is stored during the summer season for withdrawal during the following winter heating
season. Without this storage capacity, LG&E would need to purchase additional natural gas and pipeline transportation services during winter months when
customer demand increases and the prices for natural gas supply and transportation services are expected to be higher. At December 31, 2019, LG&E had 12
Bcf of natural gas stored underground with a carrying value of $35 million.
LG&E has a portfolio of supply arrangements of varying durations and terms that provide competitively priced natural gas designed to meet its firm sales
obligations. These natural gas supply arrangements include pricing provisions that are market-responsive. In tandem with pipeline transportation services,
these natural gas supplies provide the reliability and flexibility necessary to serve LG&E's natural gas customers.
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LG&E purchases natural gas supply transportation services from two pipelines. LG&E has contracts with one pipeline that are subject to termination by
LG&E between 2021 and 2025. Total winter season capacity under these contracts is 184,900 MMBtu/day and summer season capacity is 60,000
MMBtu/day. With this same pipeline, LG&E also has another contract for pipeline capacity through 2026 for 60,000 MMBtu/day during both the winter and
summer seasons. LG&E has a single contract with a second pipeline with a total capacity of 20,000 MMBtu/day during both the winter and summer seasons
that expires in 2023.
LG&E expects to purchase natural gas supplies for its gas distribution operations from onshore producing regions in South Texas, East Texas, North
Louisiana and Arkansas, as well as gas originating in the Marcellus and Utica production areas.
(PPL, LKE, LG&E and KU)
Transmission
LG&E and KU contract with the Tennessee Valley Authority to act as their transmission reliability coordinator and contract with TranServ International, Inc.
to act as their independent transmission organization.
Rates
LG&E is subject to the jurisdiction of the KPSC and the FERC, and KU is subject to the jurisdiction of the KPSC, the FERC and the VSCC. LG&E and KU
operate under a FERC-approved open access transmission tariff.
LG&E's and KU's Kentucky base rates are calculated based on a return on capitalization (common equity, long-term debt and short-term debt) including
adjustments for certain net investments and costs recovered separately through other means. As such, LG&E and KU generally earn a return on regulatory
assets in Kentucky.
KU's Virginia base rates are calculated based on a return on rate base (net utility plant plus working capital less accumulated deferred income taxes and
miscellaneous deductions). As all regulatory assets and liabilities, except the levelized fuel factor and regulatory assets or liabilities recorded for pension and
postretirement benefits and AROs related to certain CCR impoundments, are excluded from the return on rate base utilized in the calculation of Virginia base
rates, no return is earned on the related assets.
KU's rates to municipal customers for wholesale power requirements are calculated based on annual updates to a formula rate that utilizes a return on rate
base (net utility plant plus working capital less accumulated deferred income taxes and miscellaneous deductions). As all regulatory assets and liabilities are
excluded from the return on rate base utilized in the development of municipal rates, no return is earned on the related assets. In April 2014, certain
municipalities submitted notices of termination to cease taking power under the wholesale requirements contracts. KU's service to eight municipalities
terminated effective April 30, 2019. KU continues to provide service to two municipalities.
See "Financial and Operational Developments" in "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of
Operations" and Note 7 to the Financial Statements for additional information on current rate proceedings and rate mechanisms.
Pennsylvania Regulated Segment (PPL)
The Pennsylvania Regulated segment consists of PPL Electric, a regulated public utility engaged in the distribution and transmission of electricity.
(PPL and PPL Electric)
PPL Electric delivers electricity to approximately 1.4 million customers in a 10,000-square mile territory in 29 counties within eastern and central
Pennsylvania. PPL Electric also provides electricity to retail customers in this territory as a PLR under the Customer Choice Act. See Note 3 to the Financial
Statements for revenue information.
Franchise, Licenses and Other Regulations
PPL Electric is authorized to provide electric public utility service throughout its service area as a result of grants by the Commonwealth of Pennsylvania in
corporate charters to PPL Electric and companies which it has succeeded, and as a result of certification by the PUC. PPL Electric is granted the right to enter
the streets and highways by the Commonwealth subject to
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certain conditions. In general, such conditions have been met by ordinance, resolution, permit, acquiescence or other action by an appropriate local political
subdivision or agency of the Commonwealth.
Competition
Pursuant to authorizations from the Commonwealth of Pennsylvania and the PUC, PPL Electric operates a regulated distribution monopoly in its service area.
Accordingly, PPL Electric does not face competition in its electricity distribution business. Pursuant to the Customer Choice Act, generation of electricity is a
competitive business in Pennsylvania, and PPL Electric does not own or operate any generation facilities.
The PPL Electric transmission business, operating under a FERC-approved PJM Open Access Transmission Tariff, is subject to competition pursuant to
FERC Order 1000 from entities that are not incumbent PJM transmission owners with respect to the construction and ownership of transmission facilities
within PJM.
Rates and Regulation
Transmission
PPL Electric's transmission facilities are within PJM, which operates the electricity transmission network and electric energy market in the Mid-Atlantic and
Midwest regions of the U.S.
PJM serves as a FERC-approved Regional Transmission Operator (RTO) to promote greater participation and competition in the region it serves. In addition
to operating the electricity transmission network, PJM also administers regional markets for energy, capacity and ancillary services. A primary objective of
any RTO is to separate the operation of, and access to, the transmission grid from market participants that buy or sell electricity in the same markets. Electric
utilities continue to own the transmission assets and to receive their share of transmission revenues, but the RTO directs the control and operation of the
transmission facilities. Certain types of transmission investments are subject to competitive processes outlined in the PJM tariff.
As a transmission owner, PPL Electric's transmission revenues are recovered through PJM and billed in accordance with a FERC-approved Open Access
Transmission Tariff that allows recovery of incurred transmission costs, a return on transmission-related plant and an automatic annual update based on a
formula-based rate recovery mechanism. Under this formula, rates are put into effect in June of each year based upon prior year actual expenditures and
current year forecasted capital additions. Rates are then adjusted the following year to reflect actual annual expenses and capital additions, as reported in PPL
Electric’s annual FERC Form 1, filed under the FERC’s Uniform System of Accounts. Any difference between the revenue requirement in effect for the prior
year and actual expenditures incurred for that year is recorded as a regulatory asset or regulatory liability. Any change in the prior year PPL zonal peak load
billing factor applied on January 1 of each year will result in an increase or decrease in revenue until the next annual rate update is effective on June 1 of that
same year.
As a PLR, PPL Electric also purchases transmission services from PJM. See "PLR" below.
See Note 7 to the Financial Statements for additional information on rate mechanisms.
Distribution
PPL Electric's distribution base rates are calculated based on a return on rate base (net utility plant plus a cash working capital allowance less plant-related
deferred taxes and other miscellaneous additions and deductions). All regulatory assets and liabilities are excluded from the return on rate base. Therefore, no
return is earned on the related assets unless specifically provided for by the PUC. Currently, PPL Electric's Smart Meter rider and the DSIC are the only riders
authorized to earn a return. Certain operating expenses are also included in PPL Electric's distribution base rates including wages and benefits, other operation
and maintenance expenses, depreciation and taxes.
Pennsylvania's Alternative Energy Portfolio Standard (AEPS) requires electricity distribution companies and electricity generation suppliers to obtain from
alternative energy resources a portion of the electricity sold to retail customers in Pennsylvania. Under the default service procurement plans approved by the
PUC, PPL Electric purchases all of the alternative energy generation supply it needs to comply with the AEPS.
Act 129 created an energy efficiency and conservation program, a demand side management program, smart metering technology requirements, new PLR
generation supply procurement rules, remedies for market misconduct and changes to the existing AEPS.
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Act 11 authorizes the PUC to approve two specific ratemaking mechanisms: the use of a fully projected future test year in base rate proceedings and, subject
to certain conditions, the use of a DSIC. Such alternative ratemaking procedures and mechanisms provide opportunity for accelerated cost-recovery and,
therefore, are important to PPL Electric as it is in a period of significant capital investment to maintain and enhance the reliability of its delivery system,
including the replacement of aging assets. PPL Electric utilized the fully projected future test year mechanism in its 2015 base rate proceeding. PPL has had
the ability to utilize the DSIC recovery mechanism since July 2013.
See "Financial and Operational Developments" in "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of
Operations" and Note 7 to the Financial Statements for additional information on legislative and regulatory matters.
PLR
The Customer Choice Act requires electric distribution companies, including PPL Electric, or an alternative supplier approved by the PUC, to act as a PLR of
electricity supply for customers who do not choose to shop for supply with a competitive supplier and provides that electricity supply costs will be recovered
by the PLR pursuant to PUC regulations. In 2019, the following average percentages of PPL Electric's customer load were provided by competitive suppliers:
43% of residential, 82% of small commercial and industrial and 96% of large commercial and industrial customers. The PUC continues to favor expanding
the competitive market for electricity.
PPL Electric's cost of electricity generation is based on a competitive solicitation process. The PUC approved PPL Electric's default service plan for the
period June 2015 through May 2017, which included four solicitations for electricity supply held semiannually in April and October. The PUC approved PPL
Electric's default service plan for the period June 2017 through May 2021, which includes a total of eight solicitations for electricity supply held semiannually
in April and October. Pursuant to the plans, PPL Electric contracts for all of the electricity supply for residential customers and commercial and industrial
customers who elect to take that service from PPL Electric. These solicitations include a mix of 6- and 12-month fixed-price load-following contracts for
residential and small commercial and industrial customers, and 12-month real-time pricing contracts for large commercial and industrial customers to fulfill
PPL Electric's obligation to provide customer electricity supply as a PLR.
Numerous alternative suppliers have offered to provide generation supply in PPL Electric's service area. As the cost of generation supply is a pass-through
cost for PPL Electric, its financial results are not impacted if its customers purchase electricity supply from these alternative suppliers.
Corporate and Other (PPL)
PPL Services provides PPL subsidiaries with administrative, management and support services. The costs of these services are charged directly to the
respective recipients for the services provided or indirectly charged to applicable recipients based on an average of the recipients' relative invested capital,
operation and maintenance expenses and number of employees or a ratio of overall direct and indirect costs.
PPL Capital Funding, PPL's financing subsidiary, provides financing for the operations of PPL and certain subsidiaries. PPL's growth in rate-regulated
businesses provides the organization with an enhanced corporate level financing alternative, through PPL Capital Funding, that enables PPL to cost
effectively support targeted credit profiles across all of PPL's rated companies. As a result, PPL plans to utilize PPL Capital Funding as a source of capital in
future financings, in addition to continued direct financing by the operating companies.
Unlike PPL Services, PPL Capital Funding's costs are not generally charged to PPL subsidiaries. Costs are charged directly to PPL. However, PPL Capital
Funding participated significantly in the financing for the acquisitions of LKE and WPD Midlands and certain associated financing costs were allocated to the
Kentucky Regulated and U.K. Regulated segments. The associated financing costs, as well as the financing costs associated with prior issuances of certain
other PPL Capital Funding securities, have been assigned to the appropriate segments for purposes of PPL management's assessment of segment performance.
The financing costs associated primarily with PPL Capital Funding's securities issuances beginning in 2013, with certain exceptions, have not been directly
assigned or allocated to any segment.
During the second quarter of 2018, PPL completed the acquisition of all the outstanding membership interests of Safari Energy, a privately held provider of
solar energy solutions for commercial customers in the U.S. The acquisition is not material to PPL and the financial results of Safari Energy are reported
within Corporate and Other.
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ENVIRONMENTAL MATTERS
(All Registrants)
The Registrants are subject to certain existing and developing federal, regional, state and local laws and regulations with respect to air and water quality, land
use and other environmental matters. The EPA has issued numerous environmental regulations relating to air, water and waste that directly affect the electric
power industry. Due to these environmental issues, it may be necessary for the Registrants to modify or cease certain operations or operation of certain
facilities to comply with statutes, regulations and other requirements of regulatory bodies or courts. In addition, legal challenges to new environmental
permits or rules add uncertainty to estimating future costs of complying with such permits and rules.
See “Legal Matters” in Note 13 to the Financial Statements for a discussion of environmental commitments and contingencies. See "Financial Condition Liquidity and Capital Resources - Forecasted Uses of Cash - Capital Expenditures" in "Item 7. Combined Management's Discussion and Analysis of Financial
Condition and Results of Operations" for information on projected environmental capital expenditures for 2020 through 2024.
LG&E and KU are entitled to recover, through the ECR mechanism, certain costs of complying with the Clean Air Act, as amended, and other federal, state
and local environmental requirements applicable to coal combustion wastes and by-products from coal-fired generating facilities upon KPSC review. Costs
not covered by the ECR mechanism for LG&E and KU and all such costs for PPL Electric are subject to rate recovery at the discretion of the companies'
respective state regulatory authorities, or the FERC, if applicable. WPD's distribution businesses are subject to certain statutory and regulatory environmental
requirements. It may be necessary for WPD to incur significant compliance costs, which may be recoverable through rates subject to Ofgem approval.
Because neither WPD nor PPL Electric own any generating plants, their exposure to related environmental compliance costs is reduced. PPL, PPL Electric,
LKE, LG&E and KU can provide no assurances as to the ultimate outcome of future proceedings before regulatory authorities.
Air
(PPL, LKE, LG&E and KU)
NAAQS
The Clean Air Act has a significant impact on the operation of fossil fuel generation plants. The Clean Air Act requires the EPA periodically to establish and
review National Ambient Air Quality Standards, known as NAAQS, for six pollutants: carbon monoxide, lead, nitrogen dioxide, ozone (contributed to by
nitrogen oxide emissions), particulate matter and sulfur dioxide. The EPA is scheduled to evaluate the current NAAQS for particulate matter in 2020. PPL,
LKE, LG&E, and KU are unable to predict the outcome of future evaluations by the EPA and the states with respect to the NAAQS for particulate matter.
Applicable regulations require each state to identify areas within its boundaries that fail to meet the NAAQS, (known as nonattainment areas), and develop a
state implementation plan to achieve and maintain compliance. In addition, for attainment of ozone and fine particulates standards, certain states, including
Kentucky, are subject to a regional EPA program known as the Cross-State Air Pollution Rule (CSAPR). In January 2018, the EPA designated Jefferson
County, Kentucky (Louisville) as being in nonattainment with the existing 2015 ozone standard. In December 2018, the EPA finalized the CSAPR "Close-Out
Rule," determining that the existing CSAPR "Update Rule" for the 2008 ozone NAAQS fully addresses applicable states' interstate pollution transport
obligations. Various states and others challenged the rule in the U.S. Court of Appeals for the D.C. Circuit (D.C. Circuit). In September 2019, the D.C. Circuit
granted these petitions and remanded a portion of the CSAPR Update Rule to the EPA. Compliance with the NAAQS and related requirements may require
installation of additional pollution controls, the costs of which PPL, LKE, LG&E and KU believe are subject to rate recovery.
States that are found to contribute significantly to another state's nonattainment with ozone standards are required to establish “good neighbor” state
implementation plans. In October 2019, New York and other interested parties filed a petition for review in the D.C. Circuit of Appeals challenging the EPA’s
determination that no additional reductions beyond existing and planned controls are necessary to prevent significant interstate impacts. In 2018 and 2019, the
EPA denied petitions filed by Maryland, Delaware, and New York alleging that states including Kentucky contribute to nonattainment in the petitioning
states.
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Climate Change
There is continuing world-wide attention focused on issues related to climate change. In 2015, 195 nations, including the U.S., signed the Paris Agreement on
Climate, establishing non-binding targets to reduce GHG emissions from both developed and developing nations. In 2017, the President announced a U.S.
withdrawal from the Paris Agreement, which withdrawal would not be complete until November 2020. The President also issued an Executive Order
directing rescission of certain guidance, directives, and prior Presidential actions regarding climate change. At present, there are ongoing efforts by various
U.S. federal, state, and local governments to assess potential changes to legislation, rules, policies, directives, and other requirements applicable to
greenhouse gas emissions. PPL, LKE, LG&E and KU cannot predict the outcome of such assessments.
The U.K. has enacted binding carbon reduction requirements that are applicable to WPD. Under the U.K. law, WPD must purchase carbon allowances to
offset emissions associated with WPD's operations. The cost of these allowances is not significant and is included in WPD's current operating expenses.
The EPA's Affordable Clean Energy Rule
In July 2019, the EPA repealed the Clean Power Plan and finalized the Affordable Clean Energy (ACE) Rule which gives states broad latitude to establish
emission guidelines providing for plant-specific efficiency upgrades or "heat-rate improvements" to reduce GHG emissions per unit of electricity generated.
States are generally allowed three years to submit plans establishing standards of performance, while the EPA anticipates that most facilities will be required
to demonstrate compliance within two years of plan approval. The EPA intends to take additional action to finalize new criteria for determining whether
efficiency projects will trigger New Source Review and thus be subject to more stringent emission controls. Various entities have filed petitions for review
and petitions for reconsideration. PPL, LKE, LG&E, and KU cannot predict the outcome of the pending litigation and regulatory proceedings, but believe that
the costs would be subject to rate recovery.
Water/Waste
(PPL, LKE, LG&E and KU)
Clean Water Act
Regulations under the federal Clean Water Act dictate permitting and mitigation requirements for facilities and construction projects that impact "Waters of
the United States." Many other requirements relate to power plant operations, including the treatment of pollutants in effluents prior to discharge, the
temperature of effluent discharges and the location, design and construction of cooling water intake structures at generating facilities, and standards intended
to protect aquatic organisms that become trapped at or pulled through cooling water intake structures at generating facilities. These requirements could
impose significant costs for LG&E and KU, which are expected to be subject to rate recovery.
Clean Water Act Jurisdiction
Environmental groups and others have claimed that discharges to groundwater from leaking CCR impoundments at power plants are subject to Clean Water
Act permitting. A citizen suit raising such claims has been filed against KU with respect to the E.W. Brown plant, as discussed under “Legal Matters” - “E.W.
Brown Environmental Claims” in Note 13 to the Financial Statements. On April 12, 2019, the EPA released regulatory clarification finding that Clean Water
Act jurisdiction does not cover such discharges to groundwater. On January 23, 2020, the EPA announced a final rule modifying the jurisdictional scope of
the Clean Water Act. The announced rule revises the definition of the "Waters of the United States," including a revision to exclude groundwater from the
definition. Additionally, a ruling from the U.S. Supreme Court in a pending case, likely in the first half of 2020, is expected to provide additional clarification
on the scope of Clean Water Act jurisdiction. Extending Clean Water Act jurisdiction to discharges to groundwater could potentially subject certain releases
from CCR impoundments to additional permitting and remediation requirements, which could impose substantial costs. PPL, LKE, LG&E and KU are unable
to predict the outcome or financial impact of current regulatory proceedings and litigation.
Seepages and Groundwater Infiltration
In addition to the actions described above, LG&E and KU have completed, or are completing, assessments of seepages or groundwater infiltration at various
facilities and have completed, or are working with agencies to implement, further testing, monitoring or abatement measures, where applicable. Depending on
the circumstances in each case, certain costs, which may be subject to rate recovery, could be significant.
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and Other Remediation
-Superfund
---------------(All Registrants)
From time to time, PPL's subsidiaries in the United States undertake testing, monitoring or remedial action in response to spills or other releases at various
on-site and off-site locations, negotiate with the EPA and state and local agencies regarding actions necessary to comply with applicable requirements,
negotiate with property owners and other third parties alleging impacts from PPL's operations and undertake similar actions necessary to resolve
environmental matters that arise in the course of normal operations. Based on analyses to date, resolution of these environmental matters is not expected to
have a significant adverse impact on the operations of PPL Electric, LG&E and KU.
Future cleanup or remediation work at sites not yet identified may result in significant additional costs for PPL, PPL Electric, LKE, LG&E and KU. Insurance
policies maintained by LKE, LG&E and KU may be available to cover certain of the costs or other obligations related to these matters, but the amount of
insurance coverage or reimbursement cannot be estimated or assured.
See “Legal Matters” in Note 13 to the Financial Statements for additional information.
(All Registrants)
SEASONALITY
The demand for and market prices of electricity and natural gas are affected by weather. As a result, the Registrants' operating results in the future may
fluctuate substantially on a seasonal basis, especially when unpredictable weather conditions make such fluctuations more pronounced. The pattern of this
fluctuation may change depending on the type and location of the facilities owned. See "Item 1. Business - Environmental Matters - Air" for additional
information regarding climate change.
FINANCIAL CONDITION
See "Financial Condition" in "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" for this
information.
CAPITAL EXPENDITURE REQUIREMENTS
See "Financial Condition - Liquidity and Capital Resources - Forecasted Uses of Cash - Capital Expenditures" in "Item 7. Combined Management's
Discussion and Analysis of Financial Condition and Results of Operations" for information concerning projected capital expenditure requirements for 2020
through 2024. See "Item 1. Business - Environmental Matters" for additional information concerning the potential impact on capital expenditures from
environmental matters.
EMPLOYEE RELATIONS
At December 31, 2019, PPL and its subsidiaries had the following full-time employees and employees represented by labor unions:
Total Full-Time
Employees
PPL

Number of Union
Employees

Percentage of Total
Workforce

12,280

5,787

47%

PPL Electric

1,562

918

59%

LKE

3,480

786

23%

LG&E

1,039

668

64%

890

118

13%

KU

PPL's domestic workforce has 1,862 employees, or 33%, that are members of labor unions.
WPD has 3,925 employees who are members of labor unions (or 60% of PPL's U.K. workforce). WPD recognizes four unions, the largest of which represent
41% of its union workforce. WPD's Electricity Business Agreement, which covers 3,868 union employees, may be amended by agreement between WPD
and the unions and can be terminated with 12 months' notice by either side.
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CYBERSECURITY MANAGEMENT
The Registrants and their subsidiaries are subject to risks from cyber-attacks that have the potential to cause significant interruptions to the operation of their
businesses. The frequency of these attempted intrusions has increased in recent years and the sources, motivations and techniques of attack continue to evolve
and change rapidly. PPL has adopted a variety of measures to monitor and address cyber-related risks. Cybersecurity and the effectiveness of PPL’s
cybersecurity strategy are regular topics of discussion at Board meetings. PPL's strategy for managing cyber-related risks is risk-based and, where
appropriate, integrated within PPL's enterprise risk management processes. PPL’s Chief Information Security Officer (CISO), who reports directly to the
Chief Executive Officer, leads a dedicated cybersecurity team and is responsible for the design, implementation, and execution of cyber-risk management
strategy. Among other things, the CISO and the cybersecurity team actively monitor the Registrants' systems, regularly review policies, compliance,
regulations and best practices, perform penetration testing, lead response exercises and internal campaigns, and provide training and communication across
the organization to strengthen secure behavior. The cybersecurity team also routinely participates in industry-wide programs to further information sharing,
intelligence gathering, and unity of effort in responding to potential or actual attacks. In addition, in 2018, PPL revised and formalized its internal policy and
procedures for communicating cybersecurity incidents on an enterprise-wide basis.
In addition to these enterprise-wide initiatives, PPL’s Kentucky and Pennsylvania operations are subject to extensive and rigorous mandatory cybersecurity
requirements that are developed and enforced by NERC and approved by FERC to protect grid security and reliability. Finally, PPL purchases insurance to
protect against a wide range of costs that could be incurred in connection with cyber-related incidents. There can be no assurance, however, that these efforts
will be effective to prevent interruption of services or other damage to the Registrants' businesses or operations or that PPL's insurance coverage will cover all
costs incurred in connection with any cyber-related incident.
AVAILABLE INFORMATION
PPL's Internet website is www.pplweb.com. Under the Investors heading of that website, PPL provides access to SEC filings of the Registrants (including
annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to these reports filed or furnished pursuant to
Section 13(d) or 15(d)) free of charge, as soon as reasonably practicable after filing with the SEC. Additionally, the Registrants' filings are available at the
SEC's website (www.sec.gov).
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ITEM 1A. RISK FACTORS
The Registrants face various risks associated with their businesses. Our businesses, financial condition, cash flows or results of operations could be materially
adversely affected by any of these risks. In addition, this report also contains forward-looking and other statements about our businesses that are subject to
numerous risks and uncertainties. See "Forward-Looking Information," "Item 1. Business," "Item 7. Combined Management's Discussion and Analysis of
Financial Condition and Results of Operations" and Note 13 to the Financial Statements for more information concerning the risks described below and for
other risks, uncertainties and factors that could impact our businesses and financial results.
As used in this Item 1A., the terms "we," "our" and "us" generally refer to PPL and its consolidated subsidiaries taken as a whole, or PPL Electric and its
consolidated subsidiaries taken as a whole within the Pennsylvania Regulated segment discussion, or LKE and its consolidated subsidiaries taken as a whole
within the Kentucky Regulated segment discussion.
Order of Subsection Presentation
A.
B.
C.
D.
E.
F.

Risks Related to Our U.K. Regulated Segment
Risks Related to Registrant Holding Companies
Risks Related to Domestic Regulated Utility Operations
Risks Specific to Kentucky Regulated Segment
Risks Specific to Pennsylvania Regulated Segment
Risks Related to All Segments

(PPL)
A. Risks Related to Our U.K. Regulated Segment
Our U.K. distribution business contributes a significant amount of PPL's earnings and exposes us to the following additional risks related to operating
outside the U.S., including risks associated with changes in U.K. laws and regulations, taxes, economic conditions and political conditions and policies of
the U.K. government and the European Union. These risks may adversely impact the results of operations of our U.K. distribution business or affect our
ability to access U.K. revenues for payment of distributions or for other corporate purposes in the U.S.
•
•
•
•
•
•
•
•
•
•

changes in laws or regulations relating to U.K. operations, including rate regulations beginning in April 2023 under RIIO-ED2, operational performance
and tax laws and regulations;
changes in government policies, personnel or approval requirements;
changes in general economic conditions affecting the U.K.;
regulatory reviews of tariffs for DNOs;
changes in labor relations;
limitations on foreign investment or ownership of projects and returns or distributions to foreign investors;
limitations on the ability of foreign companies to borrow money from foreign lenders and lack of local capital or loans;
changes in U.S. tax law applicable to taxation of foreign earnings;
compliance with U.S. foreign corrupt practices laws; and
prolonged periods of low inflation or deflation.

PPL's earnings may be adversely affected by the U.K. withdrawal from the European Union.
In 2019, approximately 56% of PPL’s net income was generated from its U.K. businesses. Significant uncertainty continues to exist concerning the financial,
foreign currency exchange rate and other consequences of the U.K. withdrawal from the European Union, including the outcome of negotiations between the
U.K. and European Union as to the terms to be negotiated by December 31, 2020 concerning trade, security and certain other matters. PPL cannot predict the
impact on PPL’s U.K. operations that may be experienced as a result of these negotiations, although such impacts could be material.
We are subject to foreign currency exchange rate risks because a significant portion of our cash flows and reported earnings are currently generated by
our U.K. business operations.
These risks relate primarily to changes in the relative value of the British pound sterling and the U.S. dollar between the time we initially invest U.S. dollars
in our U.K. businesses, and our strategy to hedge against such changes, and the time that cash is repatriated to the U.S. from the U.K., including cash flows
from our U.K. businesses that may be distributed to PPL or used for repayments of intercompany loans or other general corporate purposes. In addition, PPL's
consolidated reported earnings on a
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GAAP basis may be subject to earnings translation risk, which results from the conversion of earnings as reported in our U.K. businesses on a British pound
sterling basis to a U.S. dollar basis in accordance with GAAP requirements.
Our U.K. segment's earnings are subject to variability based on fluctuations in RPI, which is a measure of inflation.
In RIIO-ED1, WPD's base revenue was established by Ofgem based on 2012/13 prices. Base revenue is subsequently adjusted to reflect any increase or
decrease in RPI for each year to determine the amount of revenue WPD can collect in tariffs. The RPI is forecasted annually by HM Treasury and subject to
true-up in subsequent years. Consequently, fluctuations between forecasted and actual RPI can result in variances in base revenue. Although WPD also has
debt indexed to RPI and certain components of operations and maintenance expense are affected by inflation, these may not offset changes in base revenue
and timing of such offsets would likely not be correlated precisely with the calendar year in which the variance in demand revenue was initially incurred.
Further, as RAV is indexed to RPI under U.K. rate regulations, a reduction in RPI could adversely affect a borrower's debt-to-RAV ratio, potentially limiting
future borrowings at WPD's holding company.
Our U.K. delivery business is subject to revenue variability based on operational performance.
Our U.K. delivery businesses operate under an incentive-based regulatory framework. Managing operational risk and delivering agreed-upon performance are
critical to the U.K. Regulated segment's financial performance. Disruption to these distribution networks could reduce profitability both directly by incurring
costs for network restoration and also through the system of penalties and rewards that Ofgem administers relating to customer service levels.
Our ability to collect current levels of pension deficit funding for certain WPD pension plans after March 2021 is uncertain.
WPD recovers approximately 80% of pension deficit funding for certain of WPD's defined benefit pension plans in conjunction with actual costs under the
RIIO-ED1 price control. The pension deficit is determined by the pension trustees on a triennial basis in accordance with their funding requirements. Pension
deficit funding recovered in revenues was £151 million, £147 million and £142 million in 2019, 2018 and 2017. WPD expects similar amounts to be collected
in revenues through March 31, 2021, but cannot predict amounts that will be collected in revenues beyond then as the plans are approaching a fully funded
status. The current triennial pension review commenced in March 2019 and is expected to conclude by the end of 2020.
A failure by any of our U.K. regulated businesses to comply with the terms of a distribution license may lead to the issuance of an enforcement order by
Ofgem that could have an adverse impact on PPL.
Ofgem has powers to levy fines of up to ten percent of revenue for any breach of a distribution license or, in certain circumstances, such as insolvency, the
distribution license itself may be revoked. Ofgem also has formal powers to propose modifications to each distribution license and there can be no assurance
that a restrictive modification will not be introduced in the future, which could have an adverse effect on the operations and financial condition of the U.K.
regulated businesses and PPL.
(PPL and LKE)
B. Risk Related to Registrant Holding Companies
PPL and LKE are holding companies and their cash flows and ability to meet their obligations with respect to indebtedness and under guarantees, and
PPL's ability to pay dividends, largely depends on the financial performance of their respective subsidiaries and, as a result, is effectively subordinated to
all existing and future liabilities of those subsidiaries.
PPL and LKE are holding companies and conduct their operations primarily through subsidiaries. Substantially all of the consolidated assets of these
Registrants are held by their subsidiaries. Accordingly, these Registrants' cash flows and ability to meet debt and guaranty obligations, as well as PPL's ability
to pay dividends, are largely dependent upon the earnings of those subsidiaries and the distribution or other payment of such earnings in the form of
dividends, distributions, loans, advances or repayment of loans and advances. The subsidiaries are separate legal entities and have no obligation to pay
dividends or distributions to their parents or to make funds available for such a payment. The ability of the Registrants' subsidiaries to pay dividends or
distributions in the future will depend on the subsidiaries' future earnings and cash flows and the needs of their businesses, and may be restricted by their
obligations to holders of their outstanding debt and other creditors, as well as any contractual or legal restrictions in effect at such time, including the
requirements of state corporate law applicable to payment of dividends and distributions, and regulatory requirements, including restrictions on the ability of
PPL Electric, LG&E and KU to pay dividends under Section 305(a) of the Federal Power Act.
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Because PPL and LKE are holding companies, their debt and guaranty obligations are effectively subordinated to all existing and future liabilities of their
subsidiaries. Although certain agreements to which certain subsidiaries are parties limit their ability to incur additional indebtedness, PPL and LKE and their
subsidiaries retain the ability to incur substantial additional indebtedness and other liabilities. Therefore, PPL's and LKE's rights and the rights of their
creditors, including rights of debt holders, to participate in the assets of any of their subsidiaries, in the event that such a subsidiary is liquidated or
reorganized, will be subject to the prior claims of such subsidiary's creditors.
(PPL Electric, LG&E and KU)
C. Risks Related to Domestic Regulated Utility Operations
Our domestic regulated utility businesses face many of the same risks, in addition to those risks that are unique to each of the Kentucky Regulated and
Pennsylvania Regulated segments. Set forth below are risk factors common to both domestic regulated segments, followed by sections identifying separately
the risks specific to each of these segments.
Our profitability is highly dependent on our ability to recover the costs of providing energy and utility services to our customers and earn an adequate
return on our capital investments. Regulators may not approve the rates we request and existing rates may be challenged.
The rates we charge our utility customers must be approved by one or more federal or state regulatory commissions, including the FERC, KPSC, VSCC and
PUC. Although rate regulation is generally premised on the recovery of prudently incurred costs and a reasonable rate of return on invested capital, there can
be no assurance that regulatory authorities will consider all of our costs to have been prudently incurred or that the regulatory process by which rates are
determined will always result in rates that achieve full or timely recovery of our costs or an adequate return on our capital investments. Federal or state
agencies, intervenors and other permitted parties may challenge our current or future rate requests, structures or mechanisms, and ultimately reduce, alter or
limit the rates we receive. Although our rates are generally regulated based on an analysis of our costs incurred in a base year or on future projected costs, the
rates we are allowed to charge may or may not match our costs at any given time. Our domestic regulated utility businesses are subject to substantial capital
expenditure requirements over the next several years, which will likely require rate increase requests to the regulators. If our costs are not adequately
recovered through rates, it could have an adverse effect on our business, results of operations, cash flows and financial condition.
Our domestic utility businesses are subject to significant and complex governmental regulation.
In addition to regulating the rates we charge, various federal and state regulatory authorities regulate many aspects of our domestic utility operations,
including:
•
•
•
•
•
•
•
•
•

the terms and conditions of our service and operations;
financial and capital structure matters;
siting, construction and operation of facilities;
mandatory reliability and safety standards under the Energy Policy Act of 2005 and other standards of conduct;
accounting, depreciation and cost allocation methodologies;
tax matters;
affiliate transactions;
acquisition and disposal of utility assets and issuance of securities; and
various other matters, including energy efficiency.

Such regulations or changes thereto may subject us to higher operating costs or increased capital expenditures and failure to comply could result in sanctions
or possible penalties which may not be recoverable from customers.
Our domestic regulated businesses undertake significant capital projects and these activities are subject to unforeseen costs, delays or failures, as well as
risk of inadequate recovery of resulting costs.
The domestic regulated utility businesses are capital intensive and require significant investments in energy generation (in the case of LG&E and KU) and
transmission, distribution and other infrastructure projects, such as projects for environmental compliance and system reliability. The completion of these
projects without delays or cost overruns is subject to risks in many areas, including:
•
•

approval, licensing and permitting;
land acquisition and the availability of suitable land;
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•
•
•
•

skilled labor or equipment shortages;
construction problems or delays, including disputes with third-party intervenors;
increases in commodity prices or labor rates; and
contractor performance.

Failure to complete our capital projects on schedule or on budget, or at all, could adversely affect our financial performance, operations and future growth if
such expenditures are not granted rate recovery by our regulators.
We are or may be subject to costs of remediation of environmental contamination at facilities owned or operated by our former subsidiaries.
We may be subject to liability for the costs of environmental remediation of property now or formerly owned by us with respect to substances that we may
have generated regardless of whether the liabilities arose before, during or after the time we owned or operated the facilities. We also have current or previous
ownership interests in sites associated with the production of manufactured gas for which we may be liable for additional costs related to investigation,
remediation and monitoring of these sites. Remediation activities associated with our former manufactured gas plant operations are one source of such costs.
Citizen groups or others may bring litigation regarding environmental issues including claims of various types, such as property damage, personal injury and
citizen challenges to compliance decisions on the enforcement of environmental requirements, which could subject us to penalties, injunctive relief and the
cost of litigation. We cannot predict the amount and timing of all future expenditures (including the potential or magnitude of fines or penalties) related to
such environmental matters, although they could be material.
D. Risks Specific to Kentucky Regulated Segment
(PPL, LKE, LG&E and KU)
We are subject to financial, operational, regulatory and other risks related to requirements, developments and uncertainties in environmental regulation,
including those affecting coal-fired generation facilities.
Extensive federal, state and local environmental laws and regulations are applicable to LG&E's and KU's generation supply, including its air emissions, water
discharges (ELGs) and the management of hazardous and solid wastes (CCRs), among other business-related activities, and the costs of compliance or alleged
non-compliance cannot be predicted but could be material. In addition, our costs may increase significantly if the requirements or scope of environmental
laws, regulations or similar rules are expanded or changed as the environmental standards governing LG&E’s and KU’s businesses, particularly as applicable
to coal-fired generation and related activities, continue to be subject to uncertainties due to rulemaking and other regulatory developments, legislative
activities and litigation, administrative or permit challenges. Depending on the extent, frequency and timing of such changes, the companies may face higher
risks of unsuccessful implementation of environmental-related business plans, noncompliance with applicable environmental rules, delayed or incomplete rate
recovery or increased costs of implementation. Costs may take the form of increased capital expenditures or operating and maintenance expenses, monetary
fines, penalties or forfeitures, operational changes, permit limitations or other restrictions. At some of our older generating facilities it may be uneconomic for
us to install necessary pollution control equipment, which could cause us to retire those units. Market prices for energy and capacity also affect this costeffectiveness analysis. Many of these environmental law considerations are also applicable to the operations of our key suppliers or customers, such as coal
producers, power producers and industrial power users, and may impact the costs of their products and demand for our services.
(PPL, LKE and LG&E)
We are subject to operational, regulatory and other risks regarding natural gas supply infrastructure.
A natural gas pipeline explosion or associated incident could have a significant impact on LG&E’s natural gas operations or result in significant damages and
penalties that could have an adverse impact on LG&E’s financial position and results of operations. The Pipeline and Hazardous Materials Safety
Administration enforces regulations that govern the design, construction, operation and maintenance of pipeline facilities. Failure to comply with these
regulations could result in the assessment of fines or penalties against LG&E. These regulations require, among other things, that pipeline operators engage in
a pipeline integrity program. Depending on the results of these integrity tests and other integrity program activities, we could incur significant and unexpected
costs to perform remedial activities on our natural gas infrastructure to ensure our continued safe and reliable operation. Recent pipeline incidents in the U.S.
have also led to the introduction of proposed rules and possible federal legislative actions which could impose restrictions on LG&E’s operations or require
more stringent testing to
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ensure pipeline integrity. Implementation of these regulations could increase our costs to comply with pipeline integrity and safety regulations.
E. Risks Specific to Pennsylvania Regulated Segment
(PPL and PPL Electric)
We face competition for transmission projects, which could adversely affect our rate base growth.
FERC Order 1000, issued in July 2011, establishes certain procedural and substantive requirements relating to participation, cost allocation and nonincumbent developer aspects of regional and inter-regional electricity transmission planning activities. The PPL Electric transmission business, operating
under a FERC-approved PJM Open Access Transmission Tariff, is subject to competition pursuant to FERC Order 1000 from entities that are not incumbent
PJM transmission owners with respect to the construction and ownership of transmission facilities within PJM. Increased competition can result in lower rate
base growth.
We could be subject to higher costs and/or penalties related to Pennsylvania Conservation and Energy Efficiency Programs.
PPL Electric is subject to Act 129, which contains requirements for energy efficiency and conservation programs and for the use of smart metering
technology, imposes PLR electricity supply procurement rules, provides remedies for market misconduct, and made changes to the existing Alternative
Energy Portfolio Standard. The law also requires electric utilities to meet specified goals for reduction in customer electricity usage and peak demand.
Utilities not meeting these Act 129 requirements are subject to significant penalties that cannot be recovered in rates. Numerous factors outside of our control
could prevent compliance with these requirements and result in penalties to us.
F. Risks Related to All Segments
(All Registrants)
The operation of our businesses is subject to cyber-based security and data integrity risks.
Numerous functions affecting the efficient operation of our businesses are dependent on the secure and reliable storage, processing and communication of
electronic data and the use of sophisticated computer hardware and software systems. The operation of our transmission and distribution systems, as well as
our generation plants, are all reliant on cyber-based technologies and, therefore, subject to the risk that these systems could be the target of disruptive actions
by terrorists or criminals or otherwise be compromised by unintentional events. As a result, operations could be interrupted, property could be damaged and
sensitive customer information lost or stolen, causing us to incur significant losses of revenues, other substantial liabilities and damages, costs to replace or
repair damaged equipment and damage to our reputation. In addition, under the Energy Policy Act of 2005, users, owners and operators of the bulk power
transmission system, including PPL Electric, LG&E and KU, are subject to mandatory reliability standards promulgated by NERC and enforced by FERC. As
an operator of natural gas distribution systems, LG&E is also subject to mandatory reliability standards of the U.S. Department of Transportation. Failure to
comply with these standards could result in the imposition of fines or civil penalties, and potential exposure to third party claims for alleged violations of the
standards.
We are subject to risks associated with federal and state tax laws and regulations.
Changes in tax law as well as the inherent difficulty in quantifying potential tax effects of business decisions could negatively impact our results of operations
and cash flows. We are required to make judgments in order to estimate our obligations to taxing authorities. These tax obligations include income, property,
gross receipts, franchise, sales and use, employment-related and other taxes. We also estimate our ability to utilize deferred tax assets and tax credits.
Dependent upon the revenue needs of the jurisdictions in which our businesses operate, various tax and fee increases may be proposed or considered. We
cannot predict changes in tax law or regulation or the effect of any such changes on our businesses. Any such changes could increase tax expense and could
have a significant negative impact on our results of operations and cash flows. We have completed or made reasonable estimates of the effects of the TCJA
reflected in our December 31, 2018 financial statements, and we continue to evaluate the application of the law in calculating income tax expense.
Increases in electricity prices and/or a weak economy, can lead to changes in legislative and regulatory policy, including the promotion of energy
efficiency, conservation and distributed generation or self-generation, which may adversely impact our business.
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Energy consumption is significantly impacted by overall levels of economic activity and costs of energy supplies. Economic downturns or periods of high
energy supply costs can lead to changes in or the development of legislative and regulatory policy designed to promote reductions in energy consumption and
increased energy efficiency, alternative and renewable energy sources, and distributed or self-generation by customers. This focus on conservation, energy
efficiency and self-generation may result in a decline in electricity demand, which could adversely affect our business.
We could be negatively affected by rising interest rates, downgrades to our credit ratings, adverse credit market conditions or other negative developments
in our ability to access capital markets.
Our businesses are capital-intensive and, in the ordinary course of business, we are reliant upon adequate long-term and short-term financing to fund our
significant capital expenditures, debt service and operating needs. As a result, we are sensitive to developments in interest rates, credit rating considerations,
insurance, security or collateral requirements, market liquidity and credit availability and refinancing opportunities necessary or advisable to respond to credit
market changes. Changes in these conditions could result in increased costs and decreased availability of credit. In addition, certain sources of debt and equity
capital have expressed reservations about investing in companies that rely on fossil fuels. If sources of our capital are reduced, capital costs could increase
materially.
A downgrade in our credit ratings could negatively affect our ability to access capital and increase the cost of maintaining our credit facilities and any
new debt.
Credit ratings assigned by Moody's and S&P to our businesses and their financial obligations have a significant impact on the cost of capital incurred by our
businesses. A ratings downgrade could increase our short-term borrowing costs and negatively affect our ability to fund liquidity needs and access new longterm debt at acceptable interest rates. See "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations Financial Condition - Liquidity and Capital Resources - Ratings Triggers" for additional information on the financial impact of a downgrade in our credit
ratings.
Our operating revenues could fluctuate on a seasonal basis, especially as a result of extreme weather conditions.
Our businesses are subject to seasonal demand cycles. For example, in some markets demand for, and market prices of, electricity peak during hot summer
months, while in other markets such peaks occur in cold winter months. As a result, our overall operating results may fluctuate substantially on a seasonal
basis if weather conditions diverge adversely from seasonal norms.
Operating expenses could be affected by weather conditions, including storms, as well as by significant man-made or accidental disturbances, including
terrorism or natural disasters.
Weather and other factors can significantly affect our profitability or operations by causing outages, damaging infrastructure and requiring significant repair
costs. Storm outages and damage often directly decrease revenues and increase expenses, due to reduced usage and restoration costs.
Our businesses are subject to physical, market and economic risks relating to potential effects of climate change.
Climate change may produce changes in weather or other environmental conditions, including temperature or precipitation levels, and thus may impact
consumer demand for electricity. In addition, the potential physical effects of climate change, such as increased frequency and severity of storms, floods, and
other climatic events, could disrupt our operations and cause us to incur significant costs to prepare for or respond to these effects. These or other
meteorological changes could lead to increased operating costs, capital expenses or power purchase costs. Greenhouse gas regulation could increase the cost
of electricity, particularly power generated by fossil fuels, and such increases could have a depressive effect on regional economies. Reduced economic and
consumer activity in our service areas -- both generally and specific to certain industries and consumers accustomed to previously lower cost power -- could
reduce demand for the power we generate, market and deliver. Also, demand for our energy-related services could be similarly lowered by consumers'
preferences or market factors favoring energy efficiency, low-carbon power sources or reduced electricity usage.
We cannot predict the outcome of legal proceedings or investigations related to our businesses in which we are periodically involved. An unfavorable
outcome or determination in any of these matters could have a material adverse effect on our financial condition, results of operations or cash flows.
We are involved in legal proceedings, claims and litigation and periodically are subject to state and federal investigations arising out of our business
operations, the most significant of which are summarized in Item 1. Business and "Regulatory
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Matters" in Note 7 to the Financial Statements and in "Legal Matters" and "Regulatory Issues" in Note 13 to the Financial Statements. We cannot predict the
ultimate outcome of these matters, nor can we reasonably estimate the costs or liabilities that could potentially result from a negative outcome in each case.
Significant increases in our operation and maintenance expenses, including health care and pension costs, could adversely affect our future earnings and
liquidity.
We continually focus on limiting and reducing our operation and maintenance expenses. However, we expect to continue to face increased cost pressures in
our operations. Increased costs of materials and labor may result from general inflation, increased regulatory requirements (especially in respect of
environmental regulations), the need for higher-cost expertise in the workforce or other factors. In addition, pursuant to collective bargaining agreements, we
are contractually committed to provide specified levels of health care and pension benefits to certain current employees and retirees. These benefits give rise
to significant expenses. Due to general inflation with respect to such costs, the aging demographics of our workforce and other factors, we have experienced
significant health care cost inflation in recent years, and we expect our health care costs, including prescription drug coverage, to continue to increase despite
measures that we have taken and expect to take to require employees and retirees to bear a higher portion of the costs of their health care benefits. In addition,
we expect to continue to incur significant costs with respect to the defined benefit pension plans for our employees and retirees. The measurement of our
expected future health care and pension obligations, costs and liabilities is highly dependent on a variety of assumptions, most of which relate to factors
beyond our control. These assumptions include investment returns, interest rates, health care cost trends, inflation rates, benefit improvements, salary
increases and the demographics of plan participants. If our assumptions prove to be inaccurate, our future costs and cash contribution requirements to fund
these benefits could increase significantly.
We may incur liabilities in connection with discontinued operations.
In connection with various divestitures, and certain other transactions, we have indemnified or guaranteed parties against certain liabilities. These indemnities
and guarantees relate, among other things, to liabilities which may arise with respect to the period during which we or our subsidiaries operated a divested
business, and to certain ongoing contractual relationships and entitlements with respect to which we or our subsidiaries made commitments in connection
with the divestiture. See "Guarantees and Other Assurances" in Note 13 to the Financial Statements.
We are subject to liability risks relating to our generation, transmission and distribution operations.
The conduct of our physical and commercial operations subjects us to many risks, including risks of potential physical injury, property damage or other
financial liability, caused to or by employees, customers, contractors, vendors, contractual or financial counterparties and other third parties.
Our facilities may not operate as planned, which may increase our expenses and decrease our revenues and have an adverse effect on our financial
performance.
Operation of power plants, transmission and distribution facilities, information technology systems and other assets and activities subjects us to a variety of
risks, including the breakdown or failure of equipment, accidents, security breaches, viruses or outages affecting information technology systems, labor
disputes, obsolescence, delivery/transportation problems and disruptions of fuel supply and performance below expected levels. These events may impact our
ability to conduct our businesses efficiently and lead to increased costs, expenses or losses. Operation of our delivery systems below our expectations may
result in lost revenue and increased expense, including higher maintenance costs, which may not be recoverable from customers. Planned and unplanned
outages at our power plants may require us to purchase power at then-current market prices to satisfy our commitments or, in the alternative, pay penalties
and damages for failure to satisfy them.
Although we maintain insurance coverage for certain of these risks, we do not carry insurance for all of these risks and no assurance can be given that such
insurance coverage will be sufficient to compensate us in the event losses occur.
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We are required to obtain, and to comply with, government permits and approvals.
We are required to obtain, and to comply with, numerous permits, approvals, licenses and certificates from governmental agencies. The process of obtaining
and renewing necessary permits can be lengthy and complex and sometimes result in the establishment of permit conditions that make the project or activity
for which a permit was sought unprofitable or otherwise unattractive. In addition, such permits or approvals may be subject to denial, revocation or
modification under circumstances. Failure to obtain or comply with the conditions of permits or approvals, or failure to comply with any applicable laws or
regulations, may result in delay or temporary suspension of our operations and electricity sales or the curtailment of our power delivery and may subject us to
penalties and other sanctions. Although various regulators routinely renew existing licenses, renewal could be denied or jeopardized by various factors,
including failure to provide adequate financial assurance for closure; failure to comply with environmental, health and safety laws and regulations or permit
conditions; local community, political or other opposition; and executive, legislative or regulatory action.
Our cost or inability to obtain and comply with the permits and approvals required for our operations could have a material adverse effect on our operations
and cash flows. In addition, new environmental legislation or regulations, if enacted, or changed interpretations of existing laws may elicit claims that
historical routine modification activities at our facilities violated applicable laws and regulations. In addition to the possible imposition of fines in such cases,
we may be required to undertake significant capital investments in pollution control technology and obtain additional operating permits or approvals, which
could have an adverse impact on our business, results of operations, cash flows and financial condition.
War, other armed conflicts or terrorist attacks could have a material adverse effect on our business.
War, terrorist attacks and unrest have caused and may continue to cause instability in the world's financial and commercial markets and have contributed to
high levels of volatility in prices for oil and gas. In addition, unrest in the Middle East could lead to acts of terrorism in the United States, the United
Kingdom or elsewhere, and acts of terrorism could be directed against companies such as ours. Armed conflicts and terrorism and their effects on us or our
markets may significantly affect our business and results of operations in the future. In addition, we may incur increased costs for security, including
additional physical plant security and security personnel or additional capability following a terrorist incident.
We are subject to counterparty performance, credit or other risk in the provision of goods or services to us, which could adversely affect our ability to
operate our facilities or conduct business activities.
We purchase from a variety of suppliers energy, capacity, fuel, natural gas, transmission service and certain commodities used in the physical operation of our
businesses, as well as goods or services, including information technology rights and services, used in the administration of our businesses. Delivery of these
goods and services is dependent on the continuing operational performance and financial viability of our contractual counterparties and also the markets,
infrastructure or third parties they use to provide such goods and services to us. As a result, we are subject to risks of disruptions, curtailments or increased
costs in the operation of our businesses if such goods or services are unavailable or become subject to price spikes or if a counterparty fails to perform. Such
disruptions could adversely affect our ability to operate our facilities or deliver services and collect revenues, which could result in lower sales and/or higher
costs and thereby adversely affect our results of operations. The performance of coal markets and producers may be the subject of increased counterparty risk
to LKE, LG&E and KU currently due to weaknesses in such markets and suppliers. The coal industry is subject to increasing competitive pressures from
natural gas markets, political pressures and new or more stringent environmental regulation, including regulation of combustion byproducts and water inputs
or discharges.
We are subject to the risk that our workforce and its knowledge base may become depleted in coming years.
We are experiencing an increase in attrition due primarily to the number of retiring employees, with the risk that critical knowledge will be lost and that it
may be difficult to replace departed personnel, and to attract and retain new personnel, with appropriate skills and experience, due to an increase in
competition for such workers.
ITEM 1B. UNRESOLVED STAFF COMMENTS
PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities
Company
None.
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ITEM 2. PROPERTIES
U.K. Regulated Segment (PPL)
For a description of WPD's service territory, see "Item 1. Business - General - Segment Information - U.K. Regulated Segment." WPD has electric
distribution lines in public streets and highways pursuant to legislation and rights-of-way secured from property owners. At December 31, 2019, WPD's
distribution system in the U.K. includes 1,882 substations with a total capacity of 74 million kVA, 55,757 circuit miles of overhead lines and 84,977
underground cable miles.
Kentucky Regulated Segment (PPL, LKE, LG&E and KU)
LG&E's and KU's properties consist primarily of regulated generation facilities, electricity transmission and distribution assets and natural gas transmission
and distribution assets in Kentucky. The capacity of generation units is based on a number of factors, including the operating experience and physical
condition of the units, and may be revised periodically to reflect changed circumstances. The electricity generating capacity at December 31, 2019 was:
LKE
Primary Fuel/Plant

Total MW
Capacity
Summer

LG&E

Ownership or
Other Interest
in MW

% Ownership
or Other
Interest

KU
Ownership or
Other Interest
in MW

% Ownership
or Other
Interest

Ownership or
Other Interest
in MW

Coal
Ghent - Units 1- 4

1,919

1,919

Mill Creek - Units 1- 4

1,465

1,465

E.W. Brown - Unit 3

412

412

Trimble County - Unit 1 (a)

493

Trimble County - Unit 2 (a)

100.00

1,465

370

75.00

370

14.25

104

100.00

1,919

100.00

412

732

549

5,021

4,715

60.75

E.W. Brown Unit 5 (b)

130

130

53.00

69

47.00

61

E.W. Brown Units 6 - 7

292

292

38.00

111

62.00

181

E.W. Brown Units 8 - 11 (b)

484

484

100.00

484

Trimble County Units 5 - 6

318

318

29.00

92

71.00

226

Trimble County Units 7 - 10

636

636

37.00

235

63.00

401

47.00

69

100.00

24

78.00

516

1,939

445
2,776

Natural Gas/Oil

Paddy's Run Units 11 - 12

35

35

100.00

35

Paddy's Run Unit 13

147

147

53.00

78

Haefling - Units 1 - 2

24

24

Zorn Unit

14

14

100.00

14

662

662

22.00

146

2,742

2,742

Ohio Falls - Units 1-8

64

64

Dix Dam - Units 1-3

32

32

96

96

8

8

7,867

7,561

Cane Run Unit 7

780

1,962

Hydro
100.00

64
100.00
64

32
32

Solar
E.W. Brown Solar (c)

Total
(a)
(b)
(c)

39.00

3

2,786

61.00

5

4,775

Trimble County Unit 1 and Trimble County Unit 2 are jointly owned with Illinois Municipal Electric Agency and Indiana Municipal Power Agency. Each owner is entitled to its proportionate
share of the units' total output and funds its proportionate share of capital, fuel and other operating costs. See Note 12 to the Financial Statements for additional information.
There is an inlet air cooling system attributable to these units. This inlet air cooling system is not jointly owned; however, it is used to increase production on the units to which it relates,
resulting in an additional 12 MW of capacity for LG&E and an additional 86 MW of capacity for KU.
This unit is a 10 MW facility and achieves such production. The 8 MW solar facility summer capacity rating is reflective of an average expected output across the peak hours during the
summer period based on average weather conditions at the solar facility.

For a description of LG&E's and KU's service areas, see "Item 1. Business - General - Segment Information - Kentucky Regulated Segment." At
December 31, 2019, LG&E's transmission system included, in the aggregate, 45 substations (31 of which are shared with the distribution system) with a total
capacity of 8 million kVA and 669 pole miles of lines. LG&E's distribution system included 96 substations (31 of which are shared with the transmission
system) with a total capacity of 5
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million kVA, 3,884 circuit miles of overhead lines and 2,660 underground cable miles. KU's transmission system included 141 substations (61 of which are
shared with the distribution system) with a total capacity of 14 million kVA and 4,062 pole miles of lines. KU's distribution system included 469 substations
(61 of which are shared with the transmission system) with a total capacity of 8 million kVA, 14,020 circuit miles of overhead lines and 2,593 underground
cable miles.
LG&E's natural gas transmission system includes 4,384 miles of gas distribution mains and 371 miles of gas transmission mains, consisting of 234 miles of
gas transmission pipeline, 117 miles of gas transmission storage lines, 20 miles of gas combustion turbine lines and one mile of gas transmission pipeline in
regulator facilities. Five underground natural gas storage fields, with a total working natural gas capacity of approximately 15 Bcf, are used in providing
natural gas service to ultimate consumers. KU's service area includes an additional 11 miles of gas transmission pipeline providing gas supply to natural gas
combustion turbine electricity generating units.
Substantially all of LG&E's and KU's respective real and tangible personal property located in Kentucky and used or to be used in connection with the
generation, transmission and distribution of electricity and, in the case of LG&E, the storage and distribution of natural gas, is subject to the lien of either the
LG&E 2010 Mortgage Indenture or the KU 2010 Mortgage Indenture. See Note 8 to the Financial Statements for additional information.
LG&E and KU continuously reexamine development projects based on market conditions and other factors to determine whether to proceed with the projects,
sell, cancel or expand them or pursue other options. See Item 1. Business for a discussion related to LG&E's and KU's Solar Share program.
Pennsylvania Regulated Segment (PPL and PPL Electric)
For a description of PPL Electric's service area, see "Item 1. Business - General - Segment Information - Pennsylvania Regulated Segment." PPL Electric has
electric transmission and distribution lines in public streets and highways pursuant to franchises and rights-of-way secured from property owners. At
December 31, 2019, PPL Electric's transmission system includes 51 substations with a total capacity of 31 million kVA and 5,439 circuit miles in service.
PPL Electric's distribution system includes 353 substations with a total capacity of 14 million kVA, 36,385 circuit miles of overhead lines and 8,517
underground circuit miles. All of PPL Electric's facilities are located in Pennsylvania. Substantially all of PPL Electric's distribution properties and certain
transmission properties are subject to the lien of the PPL Electric 2001 Mortgage Indenture. See Note 8 to the Financial Statements for additional information.
ITEM 3. LEGAL PROCEEDINGS
See Notes 6, 7 and 13 to the Financial Statements for information regarding legal, tax and regulatory matters and proceedings.
ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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PART II
ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY,
RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES
See "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations - Financial Condition - Liquidity and
Capital Resources - Forecasted Uses of Cash" for information regarding certain restrictions on the ability to pay dividends for all Registrants.
PPL Corporation
Additional information for this item is set forth in the sections entitled "Quarterly Financial and Dividend Data," "Item 12. Security Ownership of Certain
Beneficial Owners and Management and Related Stockholder Matters" and "Shareowner and Investor Information" of this report. At January 31, 2020, there
were 51,702 common stock shareowners of record.
There were no purchases by PPL of its common stock during the fourth quarter of 2019.
PPL Electric Utilities Corporation
There is no established public trading market for PPL Electric's common stock, as PPL owns 100% of the outstanding common shares. Dividends paid to PPL
on those common shares are determined by PPL Electric's Board of Directors. PPL Electric paid common stock dividends to PPL of $486 million in 2019 and
$390 million in 2018.
LG&E and KU Energy LLC
There is no established public trading market for LKE's membership interests. PPL owns all of LKE's outstanding membership interests. Distributions on the
membership interests are paid as determined by LKE's Board of Directors. LKE made cash distributions to PPL of $308 million in 2019 and $302 million in
2018.
Louisville Gas and Electric Company
There is no established public trading market for LG&E's common stock, as LKE owns 100% of the outstanding common shares. Dividends paid to LKE on
those common shares are determined by LG&E's Board of Directors. LG&E paid common stock dividends to LKE of $182 million in 2019 and $156 million
in 2018.
Kentucky Utilities Company
There is no established public trading market for KU's common stock, as LKE owns 100% of the outstanding common shares. Dividends paid to LKE on
those common shares are determined by KU's Board of Directors. KU paid common stock dividends to LKE of $229 million in 2019 and $246 million in
2018.
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ITEM 6. SELECTED FINANCIAL AND OPERATING DATA
PPL Corporation (a) (b)

2019

2018

2017

2016

2015

Income Items (in millions)
Operating revenues

$

7,769

$

7,785

$

7,447

$

7,517

$

7,669

Operating income (c)
Income from continuing operations after income taxes attributable to PPL
shareowners
Loss from discontinued operations (net of
income taxes) (f)

2,840

2,852

2,901

2,936

2,802

1,746

1,827

1,128

1,902

1,603

—

—

—

—

Net income attributable to PPL shareowners (f)

1,746

1,827

1,128

1,902

682

45,680

43,396

41,479

38,315

39,301

(921)

Balance Sheet Items (in millions)
Total assets (d)
Short-term debt (d)

1,151

1,430

1,080

923

916

Long-term debt (d)

21,893

20,599

20,195

18,326

19,048

Common equity (d)

12,991

11,657

10,761

9,899

9,919

Total capitalization (d)

36,035

33,686

32,036

29,148

29,883

14.3

16.1

10.9

19.2

5.8

767,233

720,323

693,398

679,731

673,857

728,512

704,439

685,240

677,592

669,814

Financial Ratios
Return on common equity - % (d)(f)
Common Stock Data
Number of shares outstanding - Basic (in thousands)
Year-end
Weighted-average
Income from continuing operations after income taxes
available to PPL common shareowners - Basic EPS
Income from continuing operations after income taxes
available to PPL common shareowners - Diluted EPS

$

2.39

$

2.59

$

1.64

$

2.80

$

2.38

$

2.37

$

2.58

$

1.64

$

2.79

$

2.37

Net income available to PPL common shareowners - Basic EPS

$

2.39

$

2.59

$

1.64

$

2.80

$

1.01

Net income available to PPL common shareowners - Diluted EPS

$

2.37

$

2.58

$

1.64

$

2.79

$

1.01

Dividends declared per share of common stock

$

1.65

$

1.64

$

1.58

$

1.52

$

1.50

Book value per share (d)

$

16.93

$

16.18

$

15.52

$

14.56

$

14.72

Market price per share

$

35.88

$

28.33

$

30.95

$

34.05

$

34.13

Dividend payout ratio - % (e)(f)

70

64

96

55

149

Dividend yield - % (g)

4.6

5.8

5.1

4.5

4.4

15.1

11.0

18.9

12.2

33.8

1,154

2,461

2,084

2,177

2,241

Price earnings ratio (e)(f)(g)
Sales Data - GWh
Domestic - Electric energy supplied - wholesale

(a)
(b)
(c)
(d)
(e)
(f)
(g)

Domestic - Electric energy delivered - retail

67,238

68,686

65,751

67,474

67,798

U.K. - Electric energy delivered

72,061

74,181

74,317

74,728

75,907

The earnings each year were affected by several items that management considers special. See "Results of Operations - Segment Earnings" in "Item 7. Combined Management's Discussion and
Analysis of Financial Condition and Results of Operations" for a description of special items in 2019 and 2018. The earnings for 2015 were also affected by the spinoff of PPL Energy Supply
and the sale of the Montana hydroelectric generating facilities.
See "Item 1A. Risk Factors" and Notes 1, 7 and 13 to the Financial Statements for a discussion of uncertainties that could affect PPL's future financial condition.
2015 through 2017 reflect the retrospective application of new accounting guidance related to the income statement presentation of net periodic benefit costs adopted by PPL in January 2018.
2015 reflects the impact of the spinoff of PPL Energy Supply and a $3.2 billion related dividend.
Based on diluted EPS.
2015 includes an $879 million loss on the spinoff of PPL Energy Supply, reflecting the difference between PPL's recorded value for the Supply segment and the estimated fair value determined
in accordance with GAAP. 2015 also includes five months of Supply segment earnings.
Based on year-end market prices.
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ITEM 6. SELECTED FINANCIAL AND OPERATING DATA
PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company
Item 6 is omitted as PPL Electric, LKE, LG&E and KU meet the conditions set forth in General Instructions (I)(1)(a) and (b) of Form 10-K.
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Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations
(All Registrants)
This "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" is separately filed by PPL, PPL Electric,
LKE, LG&E and KU. Information contained herein relating to any individual Registrant is filed by such Registrant solely on its own behalf, and no
Registrant makes any representation as to information relating to any other Registrant. The specific Registrant to which disclosures are applicable is identified
in parenthetical headings in italics above the applicable disclosure or within the applicable disclosure for each Registrant's related activities and disclosures.
Within combined disclosures, amounts are disclosed for individual Registrants when significant.
The following should be read in conjunction with the Registrants' Consolidated Financial Statements and the accompanying Notes. Capitalized terms and
abbreviations are defined in the glossary. Dollars are in millions, except per share data, unless otherwise noted.
"Management's Discussion and Analysis of Financial Condition and Results of Operations" includes the following information:
•

"Overview" provides a description of each Registrant's business strategy and a discussion of important financial and operational developments.

•

"Results of Operations" for all Registrants includes a "Statement of Income Analysis," which discusses significant changes in principal line items on
the Statements of Income, comparing 2019 with 2018. For PPL, "Results of Operations" also includes "Segment Earnings" and "Adjusted Gross
Margins" which provide a detailed analysis of earnings by reportable segment. These discussions include non-GAAP financial measures, including
"Earnings from Ongoing Operations" and "Adjusted Gross Margins" and provide explanations of the non-GAAP financial measures and a
reconciliation of the non-GAAP financial measures to the most comparable GAAP measure. The "2020 Outlook" discussion identifies key factors
expected to impact 2020 earnings.

•

"Financial Condition - Liquidity and Capital Resources" provides an analysis of the Registrants' liquidity positions and credit profiles. This section
also includes a discussion of forecasted sources and uses of cash and rating agency actions.

•

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

•

"Application of Critical Accounting Policies" provides an overview of the accounting policies that are particularly important to the results of
operations and financial condition of the Registrants and that require their management to make significant estimates, assumptions and other
judgments of inherently uncertain matters.

For comparison of the Registrants’ results of operations and cash flows for the years ended December 31, 2018 to December 31, 2017, refer to “Item 7.
Combined Management’s Discussion and Analysis of Financial Condition and Results of Operations” in the 2018 Form 10-K, filed with the SEC on February
14, 2019.
Overview
For a description of the Registrants and their businesses, see "Item 1. Business."
Business Strategy
(All Registrants)
PPL operates seven fully regulated high-performing utilities. These utilities are located in the U.K., Pennsylvania and Kentucky, constructive regulatory
jurisdictions with distinct regulatory structures and customer classes. PPL believes this business portfolio positions the company well for continued success
and provides earnings and dividend growth potential.
PPL's strategy, and that of the other Registrants, is to deliver best-in-sector operational performance, invest in a sustainable energy future, maintain a strong
financial foundation, and engage and develop its people. PPL's business plan is designed to achieve growth by providing efficient, reliable and safe operations
and strong customer service, maintaining constructive regulatory relationships and achieving timely recovery of costs. These businesses are expected to
achieve strong, long-term
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growth in rate base in the U.S. and RAV in the U.K. Rate base growth is being driven by planned significant capital expenditures to maintain existing assets
and improve system reliability and, for LKE, LG&E and KU, to comply with federal and state environmental regulations related to coal-fired electricity
generation facilities.
For the U.S. businesses, central to PPL's strategy is recovering capital project costs efficiently through various rate-making mechanisms, including periodic
base rate case proceedings using forward test years, annual FERC formula rate mechanisms and other regulatory agency-approved recovery mechanisms
designed to limit regulatory lag. In Kentucky, the KPSC has adopted a series of regulatory mechanisms (ECR, DSM, GLT, fuel adjustment clause and gas
supply clause) and recovery on construction work-in-progress that reduce regulatory lag and provide timely recovery of and return on, as appropriate,
prudently incurred costs. In addition, the KPSC requires a utility to obtain a CPCN prior to constructing a facility, unless the construction is an ordinary
extension of existing facilities in the usual course of business or does not involve sufficient capital expenditures to materially affect the utility's financial
condition. Although such KPSC proceedings do not directly address cost recovery issues, the KPSC, in awarding a CPCN, concludes that the public
convenience and necessity require the construction of the facility on the basis that the facility is the lowest reasonable cost alternative to address the need. In
Pennsylvania, the FERC transmission formula rate, DSIC mechanism, Smart Meter Rider and other recovery mechanisms are in place to reduce regulatory
lag and provide for timely recovery of and a return on, as appropriate, prudently incurred costs.
To manage financing costs and access to credit markets, and to fund capital expenditures, a key objective of the Registrants is to maintain their investment
grade credit ratings and adequate liquidity positions. In addition, the Registrants have financial and operational risk management programs that, among other
things, are designed to monitor and manage exposure to earnings and cash flow volatility, as applicable, related to changes in interest rates, foreign currency
exchange rates and counterparty credit quality. To manage these risks, PPL generally uses contracts such as forwards, options and swaps. See "Financial
Condition - Risk Management" below for further information.
Earnings generated by PPL's U.K. subsidiaries are subject to foreign currency translation risk. Because WPD's earnings represent such a significant portion of
PPL's consolidated earnings, PPL enters into foreign currency contracts to economically hedge the value of the GBP versus the U.S. dollar. These hedges do
not receive hedge accounting treatment under GAAP. See "Financial and Operational Developments - U.K. Membership in European Union" for additional
discussion of the U.K. earnings hedging activity.
The U.K. subsidiaries also have currency exposure to the U.S. dollar to the extent of their U.S. dollar denominated debt. To manage these risks, PPL generally
uses contracts such as forwards, options and cross-currency swaps that contain characteristics of both interest rate and foreign currency exchange contracts.
As discussed above, a key component of this strategy is to maintain constructive relationships with regulators in all jurisdictions in which the Registrants
operate (U.K., U.S. federal and state). This is supported by a strong culture of integrity and delivering on commitments to customers, regulators and
shareowners, and a commitment to continue to improve customer service, reliability and operational efficiency.
Financial and Operational Developments
U.S. Tax Reform (All Registrants)
The IRS issued proposed regulations for certain provisions of the TCJA in 2018, including interest deductibility and Global Intangible Low-Taxed Income
(GILTI). In 2019, final and new proposed regulations were issued relating to the GILTI provisions. PPL has determined that neither the final or new proposed
regulations materially change PPL's conclusion that currently no incremental tax arises under these rules. Proposed regulations relating to the limitation on the
deductibility of interest expense were issued in November 2018 and such regulations provide detailed rules implementing the broader statutory provisions.
These proposed regulations should not apply to the Registrants until the year in which the regulations are issued in final form, which is expected to be in
2020. It is uncertain what form the final regulations will take and, therefore, the Registrants cannot predict what impact the final regulations will have on the
tax deductibility of interest expense. However, if the proposed regulations were issued as final in their current form, the Registrants could have a limitation on
a portion of their interest expense deduction for tax purposes and such limitation could be significant. PPL expressed its views on these proposed regulations
in a comment letter addressed to the IRS on February 26, 2019.
U.K. Membership in European Union (PPL)
Following the June 2016 referendum, on March 29, 2017, the U.K. Government invoked Article 50 (Article 50) of the Lisbon Treaty, formally beginning the
two-year period provided by Article 50 for the U.K. to negotiate an agreement specifying the
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terms of its withdrawal from the European Union (EU), popularly referred to as Brexit. After repeated extensions, on October 28, 2019, the EU agreed to
extend the Article 50 process until January 31, 2020. The U.K. Parliament subsequently approved an early general election for December 12, 2019, which
resulted in a substantial Conservative Party Parliamentary majority and subsequent U.K. and EU Parliamentary votes to approve the EU withdrawal
agreement negotiated by Prime Minister Boris Johnson.
The U.K. formally left the EU on January 31, 2020 with agreed upon withdrawal terms, entering a transition period that is scheduled to end on December 31,
2020. During the transition period, the U.K. will seek to negotiate a free trade arrangement with the EU and also negotiate new trade terms with countries
outside of the EU. Significant uncertainty continues to surround the outcome of the transition period. PPL believes that its greatest risk related to the
remaining Brexit uncertainties is an extended period of depressed value of the GBP or the potential further decline in the value of the GBP compared to the
U.S. dollar. A decline in the value of the GBP compared to the U.S. dollar will reduce the value of WPD's earnings to PPL.
PPL has executed hedges to mitigate the foreign exchange risk to its U.K. earnings. As of January 31, 2020, PPL's foreign exchange exposure related to
budgeted earnings is 90% hedged for 2020 at an average rate of $1.48 per GBP and 5% hedged for 2021 at an average rate of $1.33 per GBP.
PPL cannot predict the impact, in either the short-term or long-term, on foreign exchange rates or PPL's financial condition that may be experienced as a
result of the actions taken by the U.K. government to withdraw from the EU, although such impacts could be material.
PPL does not expect the financial condition and results of operations of WPD, itself, to change significantly as a result of Brexit. The regulatory environment
and operation of WPD's businesses are not expected to change. RIIO-ED1, the current price control, with allowed revenues agreed with Ofgem runs through
March 2023. The impact of a slower economy or recession on WPD would be mitigated in part because U.K. regulation provides that any reduction in the
volume of electricity delivered will be recovered in allowed revenues in future periods through the K-factor adjustment. See "Item 1. Business - Segment
Information - U.K. Regulated Segment" for additional information on the current price control and K-factor adjustment. In addition, an increase in inflation
would have a positive effect on revenues and RAV as annual inflation adjustments are applied to both revenues and RAV (and real returns are earned on
inflated RAV). This impact, however, would be partially offset by higher operation and maintenance and interest expense on index-linked debt. With respect
to access to financing, WPD has substantial borrowing capacity under existing credit facilities and expects to continue to have access to all major financial
markets. With respect to access to and cost of equipment and other materials, WPD management continues to review U.K. government issued advice on
preparations for Brexit and has taken actions to mitigate potential increasing costs and disruption to its critical sources of supply. Additionally, less than 1% of
WPD's employees are non-U.K. EU nationals and no change in their domicile is expected.
Regulatory Requirements
(All Registrants)
The Registrants cannot predict the impact that future regulatory requirements may have on their financial condition or results of operations.
(PPL, LKE, LG&E and KU)
The businesses of LKE, LG&E and KU are subject to extensive federal, state and local environmental laws, rules and regulations, including those pertaining
to CCRs, GHG, and ELGs. See "Item 1. Business" and Notes 7, 13 and 19 to the Financial Statements for a discussion of these significant environmental
matters. These and other environmental requirements led PPL, LKE, LG&E and KU to retire approximately 1,000 MW of coal-fired generating plants in
Kentucky since 2015.
TCJA Impact on FERC Rates (All Registrants)
In November 2019, the FERC published Final Rules providing that public utility transmission providers include mechanisms in their formula rates to deduct
excess ADIT from, or add deficient ADIT to, rate base and adjust their income tax allowances by amortized excess or deficient ADIT, and to make a related
compliance filing.
In February 2019, PPL Electric filed with the FERC proposed revisions to its transmission formula rate template pursuant to Section 205 of the Federal Power
Act and Section 35.13 of the FERC Rules and Regulations. Specifically, PPL Electric proposed to modify its formula rate to permit the return or recovery of
excess or deficient ADIT resulting from the TCJA and
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permit PPL Electric to prospectively account for the income tax expense associated with the depreciation of the equity component of the AFUDC. In April
2019, the FERC accepted the proposed revisions to the formula rate template, which were effective June 1, 2019, as well as the proposed adjustments to
ADIT, effective January 1, 2018.

In February 2019, in connection with the requirements of the TCJA and Kentucky HB 487, LG&E and KU filed a request with the FERC to
amend their transmission formula rates resulting from the laws’ reductions to corporate income tax rates. The FERC approved this request
effective June 1, 2019. LG&E and KU are currently reviewing the Final Rule and will submit a compliance filing addressing excess ADIT by
June 1, 2020. LG&E and KU do not anticipate the impact of the TCJA and Kentucky HB 487 related to their FERC-jurisdictional rates to be
significant.
Pennsylvania Alternative Ratemaking (PPL and PPL Electric)
In June 2018, Governor Tom Wolf signed into law Act 58 of 2018 (codified at 66 Pa. C.S. § 1330) authorizing public utilities to implement alternative rates
and rate mechanisms in base rate proceedings before the PUC. The effective date of Act 58 was August 27, 2018. Under the new law, a public utility may file
an application to establish alternative rates and rate mechanisms in a base rate proceeding. These alternative rates and rate mechanisms include, but are not
limited to, decoupling mechanisms, performance-based rates, formula rates, multi-year rate plans, or a combination of those or other mechanisms.
On April 25, 2019, the PUC issued an Implementation Order adopting its interpretation and implementation of Act 58 and establishing the procedures through
which utilities may seek PUC approval of alternative rates and rate mechanisms.
RIIO-2 Framework (PPL)
In 2018, Ofgem issued its consultation document on the RIIO-2 framework, covering all U.K. gas and electricity transmission and distribution price controls.
The current electricity distribution price control, RIIO-ED1, continues through March 31, 2023 and will not be impacted by the RIIO-2 consultation process.
Later in 2018, Ofgem published its decision following its RIIO-2 framework consultation after consideration of comments received including those from
WPD and PPL.
In August 2019, Ofgem published an open letter seeking views on its proposed sector specific approach on the RIIO-ED2 framework. WPD and PPL
provided responses to this open letter. In December 2019, Ofgem published its decision on the RIIO-ED2 framework, thus confirming the following points in
its RIIO-2 and RIIO-ED2 framework decision documents:
•
•
•
•
•
•
•
•
•

RIIO-ED2 will be a five-year price control period, compared to eight years in the current RIIO-ED1 price control.
CPI or CPIH will be used for inflation measurement in calculating both RAV and allowed returns rather than RPI.
The baseline allowed return on equity will be set using the same methodology in all RIIO-2 sectors. The new methodology includes; (a) an
equity indexation, whereby the allowed return on equity is updated to reflect changes in the risk-free rate, and (b) potentially setting the
allowed return 0.5% below the expected return.
Full debt indexation will be retained.
The early settlement process (fast tracking) will be removed and replaced with an alternative mechanism to incentivize high-quality,
rigorous and ambitious business plans.
The Totex incentive rate will be based on a confidence level for setting baseline cost allowances.
A new enhanced engagement model will be introduced requiring distribution companies to set up a customer engagement group to provide
Ofgem with a public report of local stakeholders’ views on the companies’ business plans. Ofgem will also establish an independent RIIO-2
challenge group comprised of consumer experts to provide Ofgem with a public report on companies’ business plans.
There will be no change to the existing depreciation policy of using economic asset lives as the basis for depreciating RAV as part of base
revenue calculations. WPD is currently transitioning to 45-year asset lives for new additions in RIIO-ED1 based on Ofgem’s extensive
review of asset lives in RIIO-ED1.
A focus of RIIO-2 will be on whole-system outcomes. Ofgem intends network companies and system operators working together to ensure
the energy system as a whole is efficient and delivers the best value to consumers. Ofgem is undertaking further work to clarify the
definition of whole-system and the appropriate roles of the network companies in supporting this objective. Ofgem is still undecided on
how DSO functions are to be treated. Ofgem will include a DSO reopener to reassess progress made in the establishment of DSO activities.
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Ofgem will now shift focus to the development of the RIIO-ED2 price control methodology, with the consultation expected to be published by the third
quarter of 2020. WPD and PPL continue to be fully engaged in the RIIO-ED2 process. PPL cannot predict the outcome of this process or the long-term
impact the final RIIO-ED2 price control will have on its financial condition or results of operations. Any decision for RIIO-ED2 will not be finalized until
November 2022. The RIIO-ED2 price control will come into effect on April 1, 2023.
FERC Transmission Rate Filing
(PPL, LKE, LG&E and KU)
In 2018, LG&E and KU applied to the FERC requesting elimination of certain on-going credits to a sub-set of transmission customers relating to the 1998
merger of LG&E's and KU's parent entities and the 2006 withdrawal of LG&E and KU from the Midcontinent Independent System Operator, Inc. (MISO), a
regional transmission operator and energy market. The application seeks termination of LG&E's and KU's commitment to provide certain Kentucky
municipalities mitigation for certain horizontal market power concerns arising out of the 1998 LG&E and KU merger and 2006 MISO withdrawal. The
amounts at issue are generally waivers or credits granted to a limited number of Kentucky Municipalities for either certain LG&E and KU or MISO
transmission charges incurred for transmission service received. Due to the development of robust, accessible energy markets over time, LG&E and KU
believe the mitigation commitments are no longer relevant or appropriate. In March 2019, the FERC granted LG&E's and KU's request to remove the ongoing credits, conditioned upon the implementation by LG&E and KU of a transition mechanism for certain existing power supply arrangements, subject to
FERC review and approval. In July 2019, LG&E and KU proposed their transition mechanism to the FERC and in September 2019, the FERC rejected the
proposed transition mechanism and issued a separate order providing clarifications of certain aspects of the March order. In October 2019, LG&E and KU
filed requests for rehearing and clarification on the two September orders. These rehearing requests are currently pending before FERC. Additionally, certain
petitions for review of FERC's orders have been filed by multiple parties, including LG&E and KU, at the D.C. Circuit Court of Appeals. LG&E and KU
cannot predict the outcome of the proceedings. LG&E and KU currently receive recovery of waivers and credits provided through other rate mechanisms.
(PPL and PPL Electric)
In April 2019, PPL Electric filed its annual transmission formula rate update with the FERC, reflecting a revised revenue requirement, which includes the
impact of the TCJA. The filing established the revenue requirement used to set rates that took effect in June 2019.
Rate Case Proceedings
(PPL, LKE, LG&E and KU)
In September 2018, LG&E and KU filed requests with the KPSC for an increase in annual base electricity rates and gas rates and the elimination of the TCJA
bill credit mechanism. In April 2019, the KPSC issued orders eliminating the TCJA bill credit mechanism and increasing annual base electricity and gas rates
providing for an annual revenue increase of $187 million ($114 million at KU and $73 million at LG&E), based on a 9.725% return-on-equity. The new base
rates and all elements of the orders became effective May 1, 2019. See Note 7 to the Financial Statements for additional information.
(KU)
In July 2019, KU filed a request with the VSCC for an increase in annual Virginia base electricity revenues of approximately $13 million, representing an
increase of 18.2%. In January 2020, KU reached a partial settlement agreement including an increase in annual Virginia base electricity revenues of $9
million effective May 1, 2020, representing an increase of 12.9%. A hearing on the settlement of remaining issues was held in January 2020. A VSCC ruling
in the proceeding is expected in April 2020.
Distribution of TCJA Savings
(PPL and PPL Electric)
In November 2019, the PUC approved PPL Electric's October 2019 petition to distribute the $43 million of TCJA tax savings for the period between
January 1, 2018 and June 30, 2018 over the period January 1, 2020 through December 31, 2020.
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Results of Operations
(PPL)
The "Statement of Income Analysis" discussion below describes significant changes in principal line items on PPL's Statements of Income, comparing 2019
with 2018. The "Segment Earnings" and "Adjusted Gross Margins" discussions for PPL provide a review of results by reportable segment. These discussions
include non-GAAP financial measures, including "Earnings from Ongoing Operations" and "Adjusted Gross Margins," and provide explanations of the nonGAAP financial measures and a reconciliation of those measures to the most comparable GAAP measure. The "2020 Outlook" discussion identifies key
factors expected to impact 2020 earnings.
Tables analyzing changes in amounts between periods within "Statement of Income Analysis," "Segment Earnings" and "Adjusted Gross Margins" are
presented on a constant GBP to U.S. dollar exchange rate basis, where applicable, in order to isolate the impact of the change in the exchange rate on the item
being explained. Results computed on a constant GBP to U.S. dollar exchange rate basis are calculated by translating current year results at the prior year
weighted-average GBP to U.S. dollar exchange rate.
(PPL Electric, LKE, LG&E and KU)
A "Statement of Income Analysis" is presented separately for PPL Electric, LKE, LG&E and KU. The "Statement of Income Analysis" discussion below
describes significant changes in principal line items on the Statements of Income, comparing 2019 with 2018. The results of operations section for PPL
Electric, LKE, LG&E and KU is presented in a reduced disclosure format in accordance with General Instructions (I)(2)(a) of Form 10-K.

PPL: Statement of Income Analysis, Segment Earnings and Adjusted Gross Margins
Statement of Income Analysis
Net income for the years ended December 31 includes the following results:
Change
2019
Operating Revenues

$

2018
7,769

$

2019 vs. 2018
7,785

$

(16)

Operating Expenses
Operation
Fuel

709

Energy purchases
Other operation and maintenance
Depreciation

799

(90)
(22)

723

745

1,985

1,983

2

1,199

1,094

105

Taxes, other than income

313

312

Total Operating Expenses

4,929

4,933

(4)

Other Income (Expense) - net

309

396

(87)

Interest Expense

994

963

31

Income Taxes

409

458

(49)

$

Net Income

39

1,746

$

1,827

1

$

(81)
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Operating Revenues
The increase (decrease) in operating revenues was due to:
2019 vs. 2018
Domestic:
PPL Electric Distribution price (a)
PPL Electric Distribution volume

$

42
(8)

PPL Electric PLR

8

PPL Electric Transmission Formula Rate (b)
PPL Electric TCJA refund (c)

51
(12)

LKE Retail rates (d)

123

LKE ECR (e)
LKE Volumes (f)
LKE Municipal supply (g)
LKE Fuel and other energy prices (h)

60
(91)
(56)
(48)

Other

16

Total Domestic

85

U.K.:
Price
Volume
Foreign currency exchange rates
Other

83
(64)
(116)
(4)

Total U.K.

(101)
$

Total
(a)
(b)
(c)
(d)
(e)
(f)
(g)
(h)

(16)

The increase was primarily due to reconcilable cost recovery mechanisms approved by the PUC.
The increase was primarily due to $77 million from returns on additional transmission capital investments partially offset by a $27 million unfavorable impact of the TCJA, which reduced the
new revenue requirement that went into effect June 1, 2018.
The decrease was due to the estimated income tax savings owed to or already returned to distribution customers related to the reduced U.S federal corporate income taxes as a result of the
TCJA. See Note 7 to the Financial Statements for additional information.
The increase was primarily due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.
The increase was primarily due to higher returns on additional environmental capital investments and higher recoverable depreciation expense as a result of higher depreciation rates effective
May 1, 2019.
The decrease was primarily due to weather.
The decrease was primarily due to the termination of eight supply contracts with Kentucky municipalities on April 30, 2019.
The decrease was primarily due to lower recoveries of fuel and energy purchases due to lower commodity costs.

Fuel
Fuel decreased $90 million in 2019 compared with 2018 at LKE, primarily due to a $42 million decrease in commodity costs, a $33 million decrease in
volumes driven by weather and a $20 million decrease in volumes driven by the termination of eight supply contracts with Kentucky municipalities on April
30, 2019.
Energy Purchases
Energy purchases decreased $22 million in 2019 compared with 2018, primarily due to a $27 million decrease at LKE (primarily due to a $14 million
decrease in commodity costs and a $7 million decrease in gas volumes driven by weather in 2019), partially offset by a $5 million increase at PPL Electric
(primarily due to higher PLR volumes of $33 million, partially offset by lower PLR prices of $25 million).
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Other Operation and Maintenance
The increase (decrease) in other operation and maintenance was due to:
2019 vs. 2018
Domestic:
PPL Electric project cancellation costs

$

(12)

Stock compensation expense

10

Other operation and maintenance of Safari Energy (a)

20

Other

14

U.K.:
Foreign currency exchange rates
Third-party engineering
Other

(23)
(4)
(3)
$

Total
(a)

2

The increase is primarily due to 2019 including a full year of other operation and maintenance expense of Safari Energy, which was acquired on June 1, 2018.

Depreciation
The increase (decrease) in depreciation was due to:
2019 vs. 2018
Additions to PP&E, net
Foreign currency exchange rates

$

66
(13)

$

105

Depreciation rates (a)

52

Total
(a)

Higher depreciation rates were effective May 1, 2019 at LG&E and KU.

Other Income (Expense) - net
The increase (decrease) in other income (expense) - net was due to:
2019 vs. 2018
Economic foreign currency exchange contracts (Note 17)

$

Defined benefit plans - non-service credits (Note 11)

(164)
59

Charitable contributions

7

Other

11
$

Total

(87)

Interest Expense
The increase (decrease) in interest expense was due to:
2019 vs. 2018
Long-term debt interest

$

Short-term debt interest
Foreign currency exchange rates

38
7
(20)

Other

6
$

Total

41
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Income Taxes
The increase (decrease) in income taxes was due to:
2019 vs. 2018
Change in pre-tax income
Deferred tax impact of Kentucky state tax reform (a)
Kentucky recycling credit, net of federal income tax expense (b)

$

(24)
(9)
(18)

$

(49)

Other

2

Total
(a)
(b)

In 2018, LKE recorded deferred income tax expense, primarily associated with LKE's non-regulated entities, due to the Kentucky corporate income tax rate reduction from 6% to 5%, as
enacted by HB 487, effective January 1, 2018.
In 2019, LKE recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a result, qualify for a Kentucky
recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky.

See Note 6 to the Financial Statements for additional information on income taxes.
Segment Earnings
PPL's net income by reportable segments were as follows:
Change
2019
U.K. Regulated

$

Kentucky Regulated

2018
977

$

436

2019 vs. 2018
1,114

27

458

431

Corporate and Other (a)

(125)

(129)

$

(a)

1,746

$

(137)
25

Pennsylvania Regulated

Net Income

$

411

1,827

4
$

(81)

Primarily represents financing and certain other costs incurred at the corporate level that have not been allocated or assigned to the segments, which are presented to reconcile segment
information to PPL's consolidated results.

Earnings from Ongoing Operations
Management utilizes "Earnings from Ongoing Operations" as a non-GAAP financial measure that should not be considered as an alternative to net income, an
indicator of operating performance determined in accordance with GAAP. PPL believes that Earnings from Ongoing Operations is useful and meaningful to
investors because it provides management's view of PPL's earnings performance as another criterion in making investment decisions. In addition, PPL's
management uses Earnings from Ongoing Operations in measuring achievement of certain corporate performance goals, including targets for certain
executive incentive compensation. Other companies may use different measures to present financial performance.
Earnings from Ongoing Operations is adjusted for the impact of special items. Special items are presented in the financial tables on an after-tax basis with the
related income taxes on special items separately disclosed. Income taxes on special items, when applicable, are calculated based on the statutory tax rate of
the entity where the activity is recorded. Special items may include items such as:
•
•
•
•
•
•

Unrealized gains or losses on foreign currency economic hedges (as discussed below).
Gains and losses on sales of assets not in the ordinary course of business.
Impairment charges.
Significant workforce reduction and other restructuring effects.
Acquisition and divestiture-related adjustments.
Other charges or credits that are, in management's view, non-recurring or otherwise not reflective of the company's ongoing operations.

Unrealized gains or losses on foreign currency economic hedges include the changes in fair value of foreign currency contracts used to hedge GBPdenominated anticipated earnings. The changes in fair value of these contracts are recognized immediately within GAAP earnings. Management believes that
excluding these amounts from Earnings from Ongoing Operations until settlement of the contracts provides a better matching of the financial impacts of those
contracts with the economic value of
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PPL's underlying hedged earnings. See Note 17 to the Financial Statements and "Risk Management" below for additional information on foreign currency
economic activity.
PPL's Earnings from Ongoing Operations by reportable segment were as follows:
Change
2019
U.K. Regulated

$

2018
1,032

Kentucky Regulated

$

436

Pennsylvania Regulated
Corporate and Other
$

Earnings from Ongoing Operations

2019 vs. 2018
968

$

64

418

18

458

436

22

(120)

(117)

1,806

$

1,705

(3)
$

101

See "Reconciliation of Earnings from Ongoing Operations" below for a reconciliation of this non-GAAP financial measure to Net Income.
U.K. Regulated Segment
The U.K. Regulated segment consists of PPL Global, which primarily includes WPD's regulated electricity distribution operations, the results of hedging the
translation of WPD's earnings from GBP into U.S. dollars, and certain costs, such as U.S. income taxes, administrative costs, and certain acquisition-related
financing costs. The U.K. Regulated segment represents 56% of PPL's Net Income for 2019 and 39% of PPL's assets at December 31, 2019.
Net Income and Earnings from Ongoing Operations include the following results:
Change
2019
Operating revenues

$

2018
2,167

$

2019 vs. 2018
2,268

$

(101)

Other operation and maintenance

510

538

(28)

Depreciation

250

247

3

Taxes, other than income

127

134

(7)

Total operating expenses

887

919

(32)

Other Income (Expense) - net

294

403

(109)

Interest Expense

405

413

(8)

Income Taxes

192

225

(33)

Net Income

977

1,114

(137)

Less: Special Items

(55)
$

Earnings from Ongoing Operations

1,032

146
$

968

(201)
$

64

The following after-tax gains (losses), which management considers special items, impacted the U.K. Regulated segment's results and are excluded from
Earnings from Ongoing Operations:
Income Statement Line Item

2019

Other Income (Expense) - net

Other, net of tax of $1, $0 (b)

Other operation and maintenance

(4)

U.S. tax reform (c)

Income Taxes

—

3

Death benefit, net of tax of $0, $1 (d)

Other operation and maintenance

—

(5)

$

Total
(a)
(b)
(c)
(d)

$

2018

Foreign currency economic hedges, net of tax of $13, ($39) (a)

(51)

(55)

$

148
—

$

146

Unrealized gains (losses) on contracts that economically hedge anticipated GBP-denominated earnings.
Settlement of a contractual dispute.
Adjustments to certain provisional amounts recognized in the December 31, 2017 Statement of Income related to the enactment of the TCJA.
Primarily a payment related to the death of the WPD Chief Executive.

The changes in the components of the U.K. Regulated segment's results between these periods were due to the factors set forth below, which reflect amounts
classified as U.K. Adjusted Gross Margins, the items that management considers special and the effects of movements in foreign currency exchange,
including the effects of foreign currency hedge contracts, on separate lines and not in their respective Statement of Income line items.
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2019 vs. 2018
U.K.
U.K. Adjusted Gross Margins

$

16

Other operation and maintenance
Depreciation

3
(16)

Other Income (Expense) - net
Interest expense
Income taxes

74
(12)
(15)

U.S.
Income taxes
Other

6
(4)

Foreign currency exchange, after-tax

12

Earnings from Ongoing Operations
Special items, after-tax

64
(201)
$

Net Income

•

See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of U.K. Adjusted Gross Margins.

•

Higher other income (expense) - net in 2019 compared with 2018 primarily due to higher pension income.

(137)

Kentucky Regulated Segment
The Kentucky Regulated segment consists primarily of LKE's regulated electricity generation, transmission and distribution operations of LG&E and KU, as
well as LG&E's regulated distribution and sale of natural gas. In addition, certain acquisition-related financing costs are allocated to the Kentucky Regulated
segment. The Kentucky Regulated segment represents 25% of PPL's Net Income for 2019 and 34% of PPL's assets at December 31, 2019.
Net Income and Earnings from Ongoing Operations include the following results:
Change
2019
Operating revenues

$

2018
3,206

$

2019 vs. 2018
3,214

$

(8)

Fuel

709

799

(90)

Energy purchases

174

201

(27)

Other operation and maintenance

861

848

13

Depreciation

547

475

72

74

70

2,365

2,393

Taxes, other than income
Total operating expenses

4
(28)

Other Income (Expense) - net

(13)

(16)

3

Interest Expense

298

274

24

94

120

(26)

436

411

25

Income Taxes
Net Income
Less: Special Items

—
$

Earnings from Ongoing Operations

436

(7)
$

418

7
$

18

The following after-tax gains (losses), which management considers special items, impacted the Kentucky Regulated segment's results and are excluded from
Earnings from Ongoing Operations:
Income Statement Line Item
U.S. tax reform (a)

Income Taxes

Kentucky state tax reform (b)

Income Taxes

$

2018
—

$

—
$

Total
(a)
(b)

2019

—

$

Adjustments to certain provisional amounts recognized in the December 31, 2017 Statement of Income related to the enactment of the TCJA.
In 2018, LKE recorded deferred income tax expense, primarily associated with LKE's non-regulated entities, due to the Kentucky corporate income tax rate reduction from 6% to 5%, as
enacted by HB 487, effective January 1, 2018.
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The changes in the components of the Kentucky Regulated segment's results between these periods were due to the factors set forth below, which reflect
amounts classified as Kentucky Adjusted Gross Margins and the items that management considers special on separate lines and not in their respective
Statement of Income line item.
2019 vs. 2018
Kentucky Adjusted Gross Margins
Other operation and maintenance
Depreciation
Taxes, other than income

$

70
(19)
(26)
(5)

Other Income (Expense) - net
Interest Expense

3
(24)

Income Taxes

19

Earnings from Ongoing Operations

18

Special Items, after-tax

7
$

Net Income

25

•

See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of Kentucky Adjusted Gross Margins.

•

Higher depreciation expense in 2019 compared with 2018 primarily due to a $15 million increase related to higher depreciation rates effective May 1,
2019 and an $11 million increase related to additional assets placed into service, net of retirements.

•

Higher interest expense in 2019 compared with 2018 primarily due to increased borrowings and higher interest rates.

•

Lower income taxes in 2019 compared with 2018 primarily due to the recording of a deferred income tax benefit related to a Kentucky recycling credit.

Pennsylvania Regulated Segment
The Pennsylvania Regulated segment includes the regulated electricity transmission and distribution operations of PPL Electric. In addition, certain costs are
allocated to the Pennsylvania Regulated segment. The Pennsylvania Regulated segment represents 26% of PPL's Net Income for 2019 and 26% of PPL's
assets at December 31, 2019.
Net Income and Earnings from Ongoing Operations include the following results:
Change
2019
Operating revenues

$

2018
2,358

$

2019 vs. 2018
2,277

$

81

Energy purchases

549

544

5

Other operation and maintenance

566

578

(12)

Depreciation

386

352

34

Taxes, other than income
Total operating expenses
Other Income (Expense) - net

112

109

3

1,613

1,583

30

31

32

(1)

Interest Expense

169

159

10

Income Taxes

149

136

13

Net Income

458

431

27

Less: Special Items

—
$

Earnings from Ongoing Operations

458

(5)
$

436

5
$

22

The following after-tax gains (losses), which management considers special items, impacted the Pennsylvania Regulated segment's results and are excluded
from Earnings from Ongoing Operations:
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Income Statement Line Item
IT transformation, net of tax of $0, $2 (a)

2019

Other operation and maintenance

Total
(a)

2018

$

—

$

(5)

$

—

$

(5)

In June 2018, PPL EU Services' IT department announced an internal reorganization, which was substantially completed in the third quarter of 2018. As a result, $5 million of after-tax costs,
which includes separation benefits as well as outside services for strategic consulting to establish the new IT organization, were incurred.

The changes in the components of the Pennsylvania Regulated segment's results between these periods were due to the factors set forth below, which reflect
amounts classified as Pennsylvania Adjusted Gross Margins and the items that management considers special on separate lines and not in their respective
Statement of Income line items.
2019 vs. 2018
Pennsylvania Adjusted Gross Margins

$

54

Other operation and maintenance
Depreciation
Other Income (Expense) - net
Interest Expense
Income Taxes

9
(19)
(1)
(10)
(11)

Earnings from Ongoing Operations

22

Special Items, after-tax

5
$

Net Income

27

•

See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of Pennsylvania Adjusted Gross Margins.

•

Higher depreciation expense in 2019 compared with 2018 primarily due to additional assets placed into service, related to the ongoing efforts to ensure
the reliability of the delivery system and the replacement of aging infrastructure, net of retirements.

Reconciliation of Earnings from Ongoing
Operations
- -----The following tables contain after-tax gains (losses), in total, which management considers special items, that are excluded from Earnings from Ongoing
Operations and a reconciliation to PPL's "Net Income" for the years ended December 31:
2019
U.K.
Regulated
Net Income

$

KY
Regulated

977

$

PA
Regulated

436

$

Corporate
and Other

458

$

Total

(125)

$

1,746

Less: Special Items (expense) benefit:
(51)

—

—

—

(51)

Talen litigation costs, net of tax of $1 (a)

Foreign currency economic hedges, net of tax of $13

—

—

—

(5)

(5)

Other, net of tax of $1

(4)

—

—

—

(4)

Total Special Items
Earnings from Ongoing Operations

(55)
$

1,032
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—
$

436

—
$

458

(5)
$

(120)

(60)
$

1,806

Table of Contents

2018
U.K. Regulated
Net Income

$

1,114

KY Regulated
$

411

Corporate and
Other

PA Regulated
$

431

$

(129)

Total
$

1,827

Less: Special Items (expense) benefit:
Foreign currency economic hedges, net of tax of ($39)

148

U.S. tax reform (b)

—

—

—

148

3

2

—

(5)

—

Kentucky state tax reform

—

(9)

—

—

(9)

IT transformation, net of tax of $2

—

—

(5)

—

(5)

Talen litigation costs, net of tax of $2 (a)

—

—

—

(7)

(7)

Death benefit, net of tax of $1

(5)

—

—

—

(5)

Total Special Items
Earnings from Ongoing Operations
(a)
(b)

146
$

968

(7)
$

418

(5)
$

436

(12)
$

(117)

122
$

1,705

PPL incurred legal expenses related to litigation with its former affiliate, Talen Montana. See Note 13 to the Financial Statements for additional information.
PPL recorded adjustments to certain provisional amounts recognized in the December 31, 2017 Statement of Income relating to the enactment of the TCJA. See Note 6 to the Financial
Statements for additional information.

Adjusted Gross Margins
Management also utilizes the following non-GAAP financial measures as indicators of performance for its businesses.
•

"U.K. Adjusted Gross Margins" is a single financial performance measure of the electricity distribution operations of the U.K. Regulated segment. In
calculating this measure, direct costs such as connection charges from National Grid, which owns and manages the electricity transmission network in
England and Wales, and Ofgem license fees (recorded in "Other operation and maintenance" on the Statements of Income) are deducted from operating
revenues, as they are costs passed through to customers. As a result, this measure represents the net revenues from the delivery of electricity across
WPD's distribution network in the U.K. and directly related activities.

•

"Kentucky Adjusted Gross Margins" is a single financial performance measure of the electricity generation, transmission and distribution operations of
the Kentucky Regulated segment, as well as the Kentucky Regulated segment's distribution and sale of natural gas. In calculating this measure, fuel,
energy purchases and certain variable costs of production (recorded in "Other operation and maintenance" on the Statements of Income) are deducted
from operating revenues. In addition, certain other expenses, recorded in "Other operation and maintenance", "Depreciation" and "Taxes, other than
income" on the Statements of Income, associated with approved cost recovery mechanisms are offset against the recovery of those expenses, which are
included in revenues. These mechanisms allow for direct recovery of these expenses and, in some cases, returns on capital investments and performance
incentives. As a result, this measure represents the net revenues from electricity and gas operations.

•

"Pennsylvania Adjusted Gross Margins" is a single financial performance measure of the electricity transmission and distribution operations of the
Pennsylvania Regulated segment. In calculating this measure, utility revenues and expenses associated with approved recovery mechanisms, including
energy provided as a PLR, are offset with minimal impact on earnings. Costs associated with these mechanisms are recorded in "Energy purchases,"
"Other operation and maintenance," (which are primarily Act 129, Storm Damage and Universal Service program costs), "Depreciation" (which is
primarily related to the Act 129 Smart Meter program) and "Taxes, other than income," (which is primarily gross receipts tax) on the Statements of
Income. This measure represents the net revenues from the Pennsylvania Regulated segment's electricity delivery operations.

These measures are not intended to replace "Operating Income," which is determined in accordance with GAAP, as an indicator of overall operating
performance. Other companies may use different measures to analyze and report their results of operations. Management believes these measures provide
additional useful criteria to make investment decisions. These performance measures are used, in conjunction with other information, by senior management
and PPL's Board of Directors to manage operations and analyze actual results compared with budget.
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Changes in Adjusted Gross Margins
The following table shows Adjusted Gross Margins by PPL's reportable segments and by component, as applicable, for the year ended December 31 as well
as the changes between periods. The factors that gave rise to the changes are described following the table:
Change
2019

2018

2019 vs. 2018

U.K. Regulated
$

U.K. Adjusted Gross Margins

1,998

$

2,089

$

Impact of changes in foreign currency exchange rates

(91)
(107)

U.K. Adjusted Gross Margins excluding impact of foreign currency exchange rates

$

16

70

Kentucky Regulated
Kentucky Adjusted Gross Margins

$

2,111

$

2,041

$

$

927

$

924

$

Pennsylvania Regulated
Pennsylvania Adjusted Gross Margins
Distribution
Transmission

600
$

Total Pennsylvania Adjusted Gross Margins

1,527

549
$

1,473

3
51

$

54

U.K. Adjusted Gross Margins
U.K. Adjusted Gross Margins, excluding the impact of changes in foreign currency exchange rates, increased in 2019 compared with 2018 primarily due to
$83 million from the April 1, 2018 and 2019 price increases, partially offset by $64 million of lower volumes.
Kentucky Adjusted Gross Margins
Kentucky Adjusted Gross Margins increased in 2019 compared with 2018 primarily due to higher retail rates approved by the KPSC of $123 million,
inclusive of the termination of the TCJA bill credit mechanism, and higher returns on additional environmental capital investments of $21 million. These
increases were partially offset by $37 million of decreased sales volumes primarily due to weather and a $32 million decrease due to the termination of eight
supply contracts with Kentucky municipalities on April 30, 2019.
Pennsylvania Adjusted Gross Margins
Distribution
Distribution Adjusted Gross Margins increased in 2019 compared with 2018 primarily due to returns on additional distribution system improvement capital
investments of $10 million and returns on additional Smart Meter capital investments of $5 million, partially offset by a $12 million net of gross receipts tax
impact of the estimated income tax savings owed to customers as a result of the impact of the U.S. federal corporate income tax rate reduction from 35% to
21% as enacted by the TCJA.
Transmission
Transmission Adjusted Gross Margins increased in 2019 compared with 2018 primarily due to an increase of $77 million from returns on additional
transmission capital investments focused on replacing aging infrastructure and improving reliability, partially offset by $27 million from the impact of the
reduced U.S. federal corporate income taxes as a result of the TCJA in the first five months of 2019.
Reconciliation of Adjusted Gross Margins
The following tables contain the components from the Statement of Income that are included in the non-GAAP financial measures and a reconciliation to
PPL's "Operating Income" for the years ended December 31:
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2019
U.K. Adjusted
Gross
Margins
Operating Revenues

$

Kentucky Adjusted
Gross
Margins

2,129

(c)

$

3,206

Pennsylvania
Adjusted Gross
Margins
$

2,358

Operating
Income (b)

Other (a)
$

76

$

7,769

Operating Expenses
Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses
$

Total

—

709

—

—

709

—

174

549

—

723

131

92

125

1,637

1,985

—

116

50

1,033

1,199

—

4

107

202

313

131

1,095

831

2,872

4,929

1,998

$

2,111

$

1,527

$

(2,796)

$

2,840

2018
U.K. Adjusted
Gross
Margins
Operating Revenues

$

Kentucky Adjusted
Gross
Margins

2,230

(c)

$

3,214

Pennsylvania
Adjusted Gross
Margins
$

2,277

Operating
Income (b)

Other (a)
$

64

$

7,785

Operating Expenses
Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses
$

Total
(a)
(b)
(c)

—

799

—

—

799

—

201

544

—

745

141

98

121

1,623

1,983

—

70

35

989

1,094

—

5

104

203

312

141

1,173

804

2,815

4,933

2,089

$

2,041

$

1,473

$

(2,751)

$

2,852

Represents amounts excluded from Adjusted Gross Margins.
As reported on the Statements of Income.
2019 and 2018 exclude $38 million of ancillary revenues.

2020 Outlook
(PPL)
Higher net income is projected in 2020 compared with 2019. The following projections and factors underlying these projections (on an after-tax basis) are
provided for PPL's segments and the Corporate and Other category and the related Registrants.
(PPL's U.K. Regulated Segment)
Higher net income is projected in 2020 compared with 2019. Excluding 2019 special items, the increase is driven primarily by higher base demand revenues
and higher assumed GBP exchange rates, partially offset by lower true-up mechanisms, lower pension income and higher interest expense.
(PPL's Kentucky Regulated Segment and LKE)
Higher net income is projected in 2020 compared with 2019, driven primarily by higher retail rates, partially offset by higher depreciation expense and higher
income tax expense.
(LG&E)
Higher net income is projected in 2020 compared with 2019, driven primarily by higher retail rates, partially offset by higher depreciation expense.
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(KU)
Net income is projected in 2020 to be comparable with 2019, driven primarily by higher retail rates, offset by higher depreciation expense.
(PPL's Pennsylvania Regulated Segment and PPL Electric)
Higher net income is projected in 2020 compared with 2019, driven primarily by higher returns on transmission investments and lower operation and
maintenance expense, partially offset by higher depreciation expense.
(PPL's Corporate and Other Category)
Lower costs are projected in 2020 compared with 2019, driven primarily by lower expenses and other factors.
(All Registrants)
Earnings in future periods are subject to various risks and uncertainties. See "Forward-Looking Information," "Item 1. Business," "Item 1A. Risk Factors," the
rest of this Item 7, and Notes 1, 7 and 13 to the Financial Statements (as applicable) for a discussion of the risks, uncertainties and factors that may impact
future earnings.

PPL Electric: Statement of Income Analysis
Net income for the years ended December 31 includes the following results:
Change
2019
Operating Revenues

$

2018
2,358

$

2019 vs. 2018
2,277

$

81

Operating Expenses
Operation
Energy purchases

549

544

5

Other operation and maintenance

566

578

(12)

386

352

34

Depreciation
Taxes, other than income

112

109

3

Total Operating Expenses

1,613

1,583

30

Other Income (Expense) - net

25

23

2

Interest Income from Affiliate

6

8

Interest Expense

170

159

11

Income Taxes

149

136

13

$

Net Income

457

$

430

(2)

$

27

Operating Revenues
The increase (decrease) in operating revenues was due to:
2019 vs. 2018
Distribution Price (a)
Distribution volume

$

PLR

8

Transmission Formula Rate (b)
TCJA Refund (c)

51
(12)
$

Total
(a)
(b)
(c)

42
(8)

81

Distribution price variances were primarily due to reconcilable cost recovery mechanisms approved by the PUC.
Transmission Formula Rate revenues increased primarily due to $77 million from returns on additional transmission capital investments partially offset by a $27 million unfavorable impact of
the TCJA, which reduced the new revenue requirement that went into effect June 1, 2018.
Represents the estimated income tax savings owed to or already returned to distribution customers related to the reduced U.S federal corporate income taxes as a result of the TCJA. See Note 7
to the Financial Statements for additional information.
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Energy Purchases
Energy purchases increased $5 million in 2019 compared with 2018. This increase was primarily due to higher PLR volumes of $33 million, partially offset
by lower PLR prices of $25 million and lower transmission enhancement expenses of $3 million.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance was due to:
2019 vs. 2018
Project cancellations
Storm costs
Bad debts

$

(12)
(4)
(3)

Contractor-related expenses

3

Vegetation management

2

Support costs

1

Other

1
$

Total

(12)

Depreciation
Depreciation increased by $34 million in 2019 compared with 2018. This increase was primarily due to additional assets placed into service, related to the
ongoing efforts to ensure the reliability of the delivery system and the replacement of aging infrastructure as well as the roll-out of the Act 129 Smart Meter
program, net of retirements.
Interest Expense
Interest expense increased $11 million in 2019 compared with 2018, primarily due to the June 2018 issuance of $400 million of 4.15% First Mortgage Bonds
due 2048 and the September 2019 issuance of $400 million of 3.00% First Mortgage Bonds due 2049.
Income Taxes
Income taxes increased $13 million in 2019 compared with 2018. The increase was primarily due to a change in pre-tax income. See Note 6 to the Financial
Statements for additional information on income taxes.

LKE: Statement of Income Analysis
Net income for the years ended December 31 includes the following results:
Change
2019
Operating Revenues

$

2018
3,206

$

2019 vs. 2018
3,214

$

(8)

Operating Expenses
Operation
Fuel

709

799

(90)

Energy purchases

174

201

(27)

Other operation and maintenance

861

848

13

Depreciation

547

475

72

Taxes, other than income

74

70

4

Total Operating Expenses

2,365

2,393

(28)

Other Income (Expense) - net

(13)

(16)

3

Interest Expense

226

206

20

Interest Expense with Affiliate
Income Taxes
$

Net Income

51

31

25

6

103

129

(26)

468

$

445

$

23
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Operating Revenues
The increase (decrease) in operating revenues was due to:
2019 vs. 2018
Volumes (a)
Municipal supply (b)
Fuel and other energy prices (c)

$

Retail rates (d)

(91)
(56)
(48)
123

ECR (e)

60

Other

4
$

Total
(a)
(b)
(c)
(d)
(e)

(8)

The decrease was primarily due to weather.
The decrease was primarily due to the termination of eight supply contracts with Kentucky municipalities on April 30, 2019.
The decrease was primarily due to lower recoveries of fuel and energy purchases due to lower commodity costs.
The increase was primarily due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.
The increase was primarily due to higher returns on additional environmental capital investments and higher recoverable depreciation expense as a result of higher depreciation rates effective
May 1, 2019.

Fuel
Fuel decreased $90 million in 2019 compared with 2018, primarily due to a $42 million decrease in commodity costs, a $33 million decrease in volumes
driven by weather and a $20 million decrease in volumes driven by the termination of eight supply contracts with Kentucky municipalities on April 30, 2019.
Energy Purchases
Energy purchases decreased $27 million in 2019 compared with 2018, primarily due to a $14 million decrease in commodity costs and a $7 million decrease
in gas volumes driven by weather in 2019.
Depreciation
Depreciation increased $72 million in 2019 compared with 2018, primarily due to a $52 million increase related to higher depreciation rates effective May 1,
2019 and a $15 million increase related to additional assets placed into service, net of retirements.
Income Taxes
The increase (decrease) in income taxes was due to:
2019 vs. 2018
Kentucky recycling credit, net of federal income tax expense (a)
Kentucky state tax reform (b)

$

(18)
(9)

$

(26)

Other

1

Total
(a)
(b)

In 2019, LKE recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a result, qualify for a Kentucky
recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky.
In 2018, LKE recorded deferred income tax expense, primarily associated with LKE's non-regulated entities, due to the Kentucky corporate income tax rate reduction from 6% to 5%, as
enacted by HB 487, effective January 1, 2018.

See Note 6 to the Financial Statements for additional information on income taxes.
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LG&E: Statement of Income Analysis
Net income for the years ended December 31 includes the following results:
Change
2019

2018

2019 vs. 2018

Operating Revenues
Retail and wholesale

$

Electric revenue from affiliate

1,473

$

1,467

$

6

27

29

1,500

1,496

Fuel

289

308

(19)

Energy purchases

154

183

(29)

7

13

(6)

387

376

11

231

195

36

Taxes, other than income

39

36

3

Total Operating Expenses

1,107

1,111

Total Operating Revenues

(2)
4

Operating Expenses
Operation

Energy purchases from affiliates
Other operation and maintenance
Depreciation

(4)

Other Income (Expense) - net

(11)

(12)

1

Interest Expense

87

76

11

Income Taxes

63
$

Net Income

232

64
$

233

(1)
$

(1)

Operating Revenues
The increase (decrease) in operating revenues was due to:
2019 vs. 2018
Retail rates (a)

$

ECR (b)
Volumes (c)
Fuel and other energy prices (d)

26
(53)
(20)

Other

5
$

Total
(a)
(b)
(c)
(d)

46

4

The increase was due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.
The increase was primarily due to higher returns on additional environmental capital investments and higher recoverable depreciation expense as a result of higher depreciation rates effective
May 1, 2019.
The decrease was primarily due to weather.
The decrease was primarily due to lower recoveries of fuel and energy purchases due to lower commodity costs.

Fuel
Fuel decreased $19 million in 2019 compared with 2018, primarily due to a $10 million decrease in commodity costs and a $10 million decrease in volumes
driven by weather.
Energy Purchases
Energy purchases decreased $29 million in 2019 compared with 2018, primarily due to a $14 million decrease in commodity costs and a $7 million decrease
in gas volumes driven by weather in 2019.
Depreciation
Depreciation increased $36 million in 2019 compared with 2018, primarily due to a $26 million increase related to higher depreciation rates effective May 1,
2019 and a $9 million increase related to additional assets placed into service, net of retirements.
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KU: Statement of Income Analysis
Net income for the years ended December 31 includes the following results:
Change
2019

2018

2019 vs. 2018

Operating Revenues
Retail and wholesale

$

Electric revenue from affiliate
Total Operating Revenues

1,733

$

1,747

$

(14)

7

13

(6)

1,740

1,760

(20)

420

491

(71)

Operating Expenses
Operation
Fuel
Energy purchases

20

18

2

Energy purchases from affiliates

27

29

(2)

Other operation and maintenance

438

441

(3)

315

279

36

Taxes, other than income

35

34

1

Total Operating Expenses

1,255

1,292

Depreciation

Other Income (Expense) - net

(4)

Interest Expense

109

Income Taxes

293

2

100

79
$

Net Income

(37)

(6)

9

76
$

286

3
$

7

Operating Revenue
The increase (decrease) in operating revenue was due to:
2019 vs. 2018
Municipal supply (a)
Volumes (b)
Fuel and other energy prices (c)

$

(56)
(43)
(30)

Retail rates (d)

77

ECR (e)
Other

34
(2)
$

Total
(a)
(b)
(c)
(d)
(e)

(20)

The decrease was primarily due to the termination of eight supply contracts with Kentucky municipalities on April 30, 2019.
The decrease was primarily due to weather.
The decrease was primarily due to lower recoveries of fuel due to lower commodity costs.
The increase was due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.
The increase was primarily due to higher returns on additional environmental capital investments and higher recoverable depreciation expense as a result of higher depreciation rates effective
May 1, 2019.

Fuel
Fuel decreased $71 million in 2019 compared with 2018, primarily due to a $32 million decrease in commodity costs, a $23 million decrease in volumes
driven by weather and a $20 million decrease in volumes driven by the termination of eight supply contracts with Kentucky municipalities on April 30, 2019.
Depreciation
Depreciation increased $36 million in 2019 compared with 2018, primarily due to a $26 million increase related to higher depreciation rates effective May 1,
2019 and a $6 million increase related to additional assets placed into service, net of retirements.
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Financial Condition
The remainder of this Item 7 in this Form 10-K is presented on a combined basis, providing information, as applicable, for all Registrants.
Liquidity and Capital Resources
(All Registrants)
The Registrants' cash flows from operations and access to cost effective bank and capital markets are subject to risks and uncertainties. See "Item 1A. Risk
Factors" for a discussion of risks and uncertainties that could affect the Registrants' cash flows.
The Registrants had the following at:
PPL
Electric

PPL (a)

LKE

LG&E

KU

December 31, 2019
Cash and cash equivalents

$

815

$

262

$

27

$

15

$

12

Short-term debt

1,151

—

388

238

150

Long-term debt due within one year

1,172

—

975

—

500

—

150

—

—

Notes payable with affiliates

December 31, 2018
Cash and cash equivalents

$

621

Short-term debt
Long-term debt due within one year

$

267

24

$

10

$

14

—

514

279

235

530

—

530

434

96

—

113

—

—

Notes payable with affiliates
(a)

$

1,430

At December 31, 2019, $155 million of cash and cash equivalents were denominated in GBP. If these amounts would be remitted as dividends, PPL would not anticipate an incremental U.S.
tax cost. See Note 6 to the Financial Statements for additional information on undistributed earnings of WPD.

(All Registrants)
Net cash provided by (used in) operating, investing and financing activities for the years ended December 31 and the changes between periods were as
follows:
PPL
Electric

PPL

LKE

LG&E

KU

2019
Operating activities

$

Investing activities

2,427

$

(3,080)

Financing activities

913

$

(1,117)

836

938

$

(1,094)

199

492

$

(482)

159

553
(610)

(5)

55

2018
Operating activities

$

Investing activities

2,821

$

(3,361)

Financing activities

978

$

(1,193)

690

915

$

(1,116)

433

195

443

$

581

(554)

(561)

106

(21)

2019 vs. 2018 Change
Operating activities

$

(394)

$

(65)

$

23

$

49

$

(28)

Investing activities

281

76

22

72

(49)

Financing activities

146

(234)

(36)

(111)

76

Operating Activities
The components of the change in cash provided by (used in) operating activities were as follows:
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PPL
Electric

PPL

LKE

LG&E

KU

2019 vs. 2018
Change - Cash Provided (Used):
Net income

$

Non-cash components
Working capital
Defined benefit plan funding
Other operating activities
$

Total

(81)

$

27

$

23

$

(1)

$

7

241

(17)

64

33

34

(451)

(90)

(181)

(48)

(126)

11

7

97

55

51

(114)

8

20

10

(394)

$

(65)

$

23

$

49

6
$

(28)

(PPL)
PPL cash provided by operating activities in 2019 decreased $394 million compared with 2018.
• Net income decreased $81 million between periods and included an increase in net non-cash charges of $241 million. The increase in net non-cash
charges was primarily due to an increase in depreciation expense (primarily due to additional assets placed into service, related to the ongoing efforts
to ensure reliability of the delivery system and the replacement of aging infrastructure, net of retirements and higher depreciation rates) and
unrealized losses on hedging activities partially offset by an increase in the U.K. net periodic defined benefit credits (primarily due to lower levels of
unrecognized losses being amortized) and a decrease in deferred income taxes (primarily due to book versus tax plant timing differences).
•

The $451 million decrease in cash from changes in working capital was primarily due to a decrease in accounts payable (primarily due to timing of
payments), an increase in net regulatory assets and liabilities (primarily due to the impact of the TCJA and timing of recovery rate mechanisms), an
increase in other current liabilities (primarily due to timing of payments and operating lease liability), an increase in unbilled revenue (primarily due
to weather, higher retail rates effective May 1, 2019 and a change in pricing method in the model), an increase in fuel, materials and supplies
(primarily due to inventory management) and an increase in other (primarily due to a decrease in taxes payable and a decrease in counter-party
collateral partially offset by an increase in customer deposits).

•

The $114 million decrease in cash provided by other operating activities was primarily due to the $65 million transfer of excess benefit funds, in
2018, related to the favorable private letter ruling received by PPL from the IRS permitting a transfer of excess funds from the PPL Bargaining Unit
Retiree Health Plan VEBA to a new sub-account within the VEBA, to be used to pay for medical claims of active bargaining unit employees,
decrease in non-current regulatory liabilities (due to timing of rate recovery mechanisms) and an increase in other assets (primarily due to settlement
of interest rate swaps and purchase of solar panels).

(PPL Electric)
PPL Electric's cash provided by operating activities in 2019 decreased $65 million compared with 2018.
• Net income increased $27 million between the periods and included a decrease in non-cash components of $17 million. The decrease in non-cash
components was primarily due to a $35 million decrease in deferred income tax expense (due to book versus tax plant timing differences and Federal
net operating losses, partially offset by a book to tax timing difference related to the TCJA regulatory liability) and a $15 million decrease in Other
(primarily due to an increase in AFUDC and a decrease in canceled projects), partially offset by a $34 million increase in depreciation expense
(primarily due to additional assets placed into service, net of retirements, related to the ongoing efforts to ensure the reliability of the delivery system
and the replacement of aging infrastructure as well as the roll-out of the Act 129 Smart Meter program).
•

The $90 million decrease in cash from changes in working capital was primarily due to an increase in net regulatory assets and liabilities (due to
timing of rate recovery mechanisms), an increase in unbilled revenue (primarily due to a change in pricing method in the model), an increase in other
net current assets and current liabilities (primarily due to an increase in 2019 material and supplies) and an increase in accounts receivable (primarily
due to timing of receipts).

•

The $8 million increase in cash provided by other operating activities was primarily due to a decrease in non-current regulatory assets (due to timing
of rate recovery mechanisms, amortization of storm costs incurred in the prior year and $22 million of storm costs incurred in 2018), partially offset
by a decrease in non-current liabilities (primarily due to a $41 million TCJA liability in 2018).
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(LKE)
LKE had a $23 million increase in cash provided by operating activities in 2019 compared with 2018.
• Net income increased $23 million between the periods and included an increase in non-cash components of $64 million. The increase in non-cash
components was primarily driven by an increase in depreciation expense (primarily due to higher depreciation rates and additional assets placed into
service, net of retirements).
•

The decrease in cash from changes in working capital was primarily driven by an increase in net regulatory assets and liabilities (primarily due to the
impact of the TCJA and timing of rate recovery mechanisms), a decrease in accounts payable (primarily due to timing of payments) and an increase
in unbilled revenues (primarily due to weather).

•

Defined benefit plan funding was $97 million lower in 2019.

•

The increase in cash provided by other operating activities was driven primarily by a decrease in other assets (primarily due to non-current
regulatory asset increases as a result of significant storm activity in 2018).

(LG&E)
LG&E had a $49 million increase in cash provided by operating activities in 2019 compared with 2018.
• Net income decreased $1 million between the periods and included an increase in non-cash components of $33 million. The increase in non-cash
components was primarily driven by an increase in depreciation expense (primarily due to higher depreciation rates and additional assets placed into
service, net of retirements).
•

The decrease in cash from changes in working capital was primarily driven by an increase in net regulatory assets and liabilities (primarily due to the
impact of the TCJA and timing of rate recovery mechanisms), a decrease in accounts payable (primarily due to timing of payments) and an increase
in accounts receivable and unbilled revenues (primarily due to weather).

•

Defined benefit plan funding was $55 million lower in 2019.

•

The increase in cash provided by other operating activities was driven primarily by a decrease in other assets (primarily due to non-current
regulatory asset increases as a result of significant storm activity in 2018).

(KU)
KU had a $28 million decrease in cash provided by operating activities in 2019 compared with 2018.
• Net income increased $7 million between the periods and included an increase in non-cash components of $34 million. The increase in non-cash
components was primarily driven by an increase in depreciation expense (primarily due to higher depreciation rates and additional assets placed into
service, net of retirements).
•

The decrease in cash from changes in working capital was primarily driven by an increase in net regulatory assets and liabilities (primarily due to the
impact of the TCJA and timing of rate recovery mechanisms), a decrease in accounts payable (primarily due to timing of payments) and an increase
in unbilled revenues (primarily due to weather).

•

Defined benefit plan funding was $51 million lower in 2019.

Investing Activities
(All Registrants)
The components of the change in cash provided by (used in) investing activities were as follows:
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PPL
Electric

PPL

LKE

LG&E

KU

2019 vs. 2018
Change - Cash Provided (Used):
Expenditures for PP&E

$

155

$

78

$

23

$

72

$

(48)

Purchase of investments

10

—

—

—

—

Proceeds from sale of investments

63

—

—

—

—

Other investing activities
Total

53
$

281

(2)
$

76

(1)
$

22

—
$

72

(1)
$

(49)

For PPL, in 2019 compared with 2018, the decrease in expenditures was due to lower project expenditures at WPD, PPL Electric, LKE and LG&E, partially
offset by higher project expenditures at KU. The decrease in expenditures at WPD was primarily due to a decrease in expenditures to enhance system
reliability and a decrease in foreign currency exchange rates. The decrease in expenditures for PPL Electric was primarily due to timing differences on capital
spending projects related to ongoing efforts to improve reliability and replace aging infrastructure. The decrease in expenditures at LKE was primarily due to
decreased spending for environmental water projects at LG&E and KU's Trimble County plant, LG&E’s Mill Creek plant and KU's Ghent plant, partially
offset by spending on various other projects at KU that are not individually significant.
See "Forecasted Uses of Cash" for detail regarding projected capital expenditures for the years 2020 through 2024.
Financing Activities
(All Registrants)
The components of the change in cash provided by (used in) financing activities were as follows:
PPL
Electric

PPL

LKE

LG&E

KU

2019 vs. 2018
Change - Cash Provided (Used):
Debt issuance/retirement, net

$

383

$

Debt issuance/retirement, affiliate

(105)

$

414

$

99

$

315

—

(250)

—

—

Stock issuances/redemptions, net

469

—

—

—

—

Dividends

(59)

(96)

—

(26)

17

Capital contributions/distributions, net
Changes in net short-term debt

(641)

Note payable with affiliate
Other financing activities
Total

(6)
$

146

(29)

57

(58)

23

—

(396)

(121)

(275)

—

149

—

—

(4)
$

(234)

(10)
$

(36)

(5)
$

(111)

(4)
$

76

(PPL)
For PPL, in 2019 compared with 2018, cash provided by financing activities increased primarily as a result of an increase in cash required to fund capital and
general corporate expenditures to offset a decrease in cash from operations of $394 million.
(PPL Electric)
For PPL Electric, in 2019 compared with 2018, cash provided by financing activities decreased primarily as a result of a decrease in cash required to fund
capital and general expenditures.
(LKE, LG&E and KU)
For LKE and LG&E, in 2019 compared with 2018, cash provided by financing activities decreased primarily as a result of a decrease in cash required to fund
capital and general expenditures. For KU, in 2019 compared with 2018, cash provided by financing activities increased primarily as a result of an increase in
cash required to fund capital and general expenditures.
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(All Registrants)
See "Long-term Debt and Equity Securities" below for additional information on current year activity. See "Forecasted Sources of Cash" for a discussion of
the Registrants' plans to issue debt and equity securities, as well as a discussion of credit facility capacity available to the Registrants. Also see "Forecasted
Uses of Cash" for a discussion of PPL's plans to pay dividends on common securities in the future, as well as the Registrants' maturities of long-term debt.
Long-term Debt and Equity Securities
Long-term debt and equity securities activity for 2019 included:
Debt
Issuances (a)

Net Stock
Retirements

Issuances

Cash Flow Impact:
PPL

$

1,465

$

300

PPL Electric
LKE

393

100

705

200

LG&E

399

200

KU

306

—

(a)

$

1,167

Issuances are net of pricing discounts, where applicable, and exclude the impact of debt issuance costs. Includes debt issuances with affiliates.

See Note 8 to the Financial Statements for additional long-term debt information.
(PPL)
Securities Activities
-Equity
- ----------Equity Forward Contracts
In May 2018, PPL completed a registered underwritten public offering of 55 million shares of its common stock. In conjunction with that offering, the
underwriters exercised an option to purchase 8.25 million additional shares of PPL common stock solely to cover over-allotments.
In connection with the registered public offering, PPL entered into forward sale agreements with two counterparties covering the total 63.25 million shares of
PPL common stock. Under the forward sale agreements, PPL was obligated to settle these forward sale agreements no later than November 2019. The
forward sale agreements were classified as equity transactions.
In September 2018, PPL settled a portion of the initial forward sale agreements by issuing 20 million shares of PPL common stock, resulting in net cash
proceeds of $520 million. In November 2019, PPL settled the remaining 43.25 million shares of PPL common stock, resulting in net cash proceeds of $1.1
billion. The net proceeds received will be used for general corporate purposes. See Note 5 for information on the forward sale agreements impact on the
calculation of diluted EPS.
See Note 8 to the Financial Statements for additional information.
ATM Program
In February 2018, PPL entered into an equity distribution agreement, pursuant to which PPL may sell, from time to time, up to an aggregate of $1.0 billion of
its common stock through an at-the-market offering program, including a forward sales component. The compensation paid to the selling agents by PPL may
be up to 2% of the gross offering proceeds of the shares. There were no issuances under the ATM program for the twelve months ended December 31, 2019.
PPL issued 42 million shares of common stock and received proceeds of $119 million for the year ended December 31, 2018.
Forecasted Sources of Cash
(All Registrants)
The Registrants expect to continue to have adequate liquidity available from operating cash flows, cash and cash equivalents, credit facilities and commercial
paper issuances. Additionally, subject to market conditions, the Registrants and their
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subsidiaries may access the capital markets, and PPL Electric, LG&E and KU anticipate receiving equity contributions from their parent or member in 2020.
Credit Facilities
The Registrants maintain credit facilities to enhance liquidity, provide credit support and provide a backstop to commercial paper programs. Amounts
borrowed under these credit facilities are reflected in "Short-term debt" on the Balance Sheets. At December 31, 2019, the total committed borrowing
capacity under credit facilities and the borrowings under these facilities were:
External

Committed
Capacity
PPL Capital Funding Credit Facilities

$

1,550

Letters of
Credit
and
Commercial
Paper
Issued

Borrowed
$

—

$

Unused
Capacity

465

$

1,085

PPL Electric Credit Facility

650

—

1

649

LG&E Credit Facilities

500

—

238

262

KU Credit Facilities

400

—

150

250

Total LKE Consolidated

900

Total U.S. Credit Facilities (a) (b)

Total U.K. Credit Facilities (b) (c)
(a)

(b)
(c)

—

388

512

$

3,100

$

—

$

854

$

2,246

£

1,055

£

243

£

—

£

812

The syndicated credit facilities, KU's letter of credit facility and PPL Capital Funding's bilateral facility, each contain a financial covenant requiring debt to total capitalization not to exceed
70% for PPL Capital Funding, PPL Electric, LKE, LG&E and KU, as calculated in accordance with the facility, and other customary covenants.
The commitments under the domestic credit facilities are provided by a diverse bank group, with no one bank and its affiliates providing an aggregate commitment of more than the following
percentages of the total committed capacity: PPL - 8%, PPL Electric - 6%, LKE - 6%, LG&E - 6% and KU - 6%.
Each company pays customary fees under its respective syndicated credit facility. Borrowings generally bear interest at LIBOR-based rates plus an applicable margin.
The facilities contain financial covenants to maintain an interest coverage ratio of not less than 3.0 times consolidated earnings before income taxes, depreciation and amortization and total net
debt not in excess of 85% of its RAV, calculated in accordance with the credit facility.
The amounts borrowed at December 31, 2019, include a USD-denominated borrowing of $200 million and GBP-denominated borrowings of £88 million, which equated to $113 million. At
December 31, 2019, the USD equivalent of unused capacity under the U.K. committed credit facilities was approximately $1.0 billion.
The commitments under the U.K.'s credit facilities are provided by a diverse bank group with no one bank providing more than 13% of the total committed capacity.

In addition to the financial covenants noted in the table above, the credit agreements governing the above credit facilities contain various other covenants.
Failure to comply with the covenants after applicable grace periods could result in acceleration of repayment of borrowings and/or termination of the
agreements. The Registrants monitor compliance with the covenants on a regular basis. At December 31, 2019, the Registrants were in compliance with these
covenants. At this time, the Registrants believe that these covenants and other borrowing conditions will not limit access to these funding sources.
See Note 8 to the Financial Statements for further discussion of the Registrants' credit facilities.
Intercompany (LKE, LG&E and KU)
Committed
Capacity
LKE Credit Facility

$

375

Non-affiliate Used
Capacity

Borrowed
$

150

$

—

Unused
Capacity
$

225

LG&E Money Pool (a)

500

—

238

262

KU Money Pool (a)

500

—

150

350
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(a)

LG&E and KU participate in an intercompany agreement whereby LKE, LG&E and/or KU make available funds up to $500 million at an interest rate based on a market index of commercial
paper issues. However, the FERC has authorized a maximum aggregate short-term debt limit for each utility at $500 million from all covered sources.

See Note 14 to the Financial Statements for further discussion of intercompany credit facilities.
Commercial Paper (All Registrants)
PPL, PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund short-term liquidity needs, as
necessary. Commercial paper issuances, included in "Short-term debt" on the Balance Sheets, are supported by the respective Registrant's credit facilities. The
following commercial paper programs were in place at:
December 31, 2019
Commercial
Paper
Issuances

Capacity
PPL Capital Funding

$

1,500

$

Unused
Capacity
450

$

1,050

PPL Electric

650

—

LG&E

350

238

112

KU

350

150

200

Total LKE

700

388

312

$

Total PPL

2,850

$

838

650

$

2,012

Long-term Debt and Equity Securities
(PPL)
PPL and its subsidiaries are authorized to issue, at the discretion of management and subject to market conditions, up to $7 billion of long-term debt and
equity securities, the proceeds of which would be used to fund capital expenditures and for general corporate purposes.
(PPL Electric)
PPL Electric is authorized to issue, at the discretion of management and subject to market conditions and regulatory approvals, up to $700 million of longterm debt securities, the proceeds of which would be used to fund capital expenditures and for general corporate purposes.
(LKE, LG&E and KU)
LKE is authorized to issue, at the discretion of management, up to $800 million of long-term debt with a PPL affiliate, the proceeds of which would be used
to repay $475 million of Senior Unsecured Notes maturing in November 2020 and for general corporate purposes.
LG&E is authorized to issue, at the discretion of management and subject to market conditions and regulatory approvals, up to $400 million of long-term debt
securities, the proceeds of which would be used to repay short-term debt incurred to fund capital expenditures and for general corporate purposes.
KU is authorized to issue, at the discretion of management and subject to market conditions and regulatory approvals, up to $800 million of long-term debt
securities, the proceeds of which would be used to repay $500 million of First Mortgage Bonds maturing in November 2020, repay short-term debt incurred
to fund capital expenditures and for general corporate purposes.
Contributions from Parent/Member (PPL Electric, LKE, LG&E and KU)
From time to time, LKE's member or the parents of PPL Electric, LG&E and KU make capital contributions to subsidiaries. The proceeds from these
contributions are used to fund capital expenditures and for other general corporate purposes and, in the case of LKE, to make contributions to its subsidiaries.

61

Table of Contents
Forecasted Uses of Cash
(All Registrants)
In addition to expenditures required for normal operating activities, such as purchased power, payroll, fuel and taxes, the Registrants currently expect to incur
future cash outflows for capital expenditures, various contractual obligations, payment of dividends on its common stock, distributions by LKE to its member,
and possibly the purchase or redemption of a portion of debt securities.
Capital Expenditures
The table below shows the Registrants' current capital expenditure projections for the years 2020 through 2024. Expenditures for the domestic regulated
utilities are expected to be recovered through rates, pending regulatory approval.
Projected
Total

2020 (b)

2021

2022

2023

2024

PPL
Construction expenditures (a)
Generating facilities

$

763

$

148

$

222

$

106

$

121

$

166

Distribution facilities

9,299

1,961

1,860

1,767

1,800

1,911

Transmission facilities

2,724

903

632

470

357

362

Environmental

549

139

209

113

84

4

Other

932

221

207

161

171

172

Total Capital Expenditures

$

14,267

$

3,372

$

3,130

$

2,617

$

2,533

$

2,615

1,810

$

419

$

406

$

397

$

294

$

294

PPL Electric (a)
Distribution facilities

$

Transmission facilities
Total Capital Expenditures

1,960

713

399

350

245

253

$

3,770

$

1,132

$

805

$

747

$

539

$

547

$

763

$

148

$

222

$

106

$

121

$

166

LKE
Generating facilities
Distribution facilities

1,661

417

392

296

284

272

Transmission facilities

764

190

233

120

112

109

Environmental

549

139

209

113

84

4

Other

407

113

98

58

69

69

Total Capital Expenditures

$

4,144

$

322

$

1,007

$

1,154

$

48

$

100

$

693

$

58

$

670

$

54

$

620

LG&E
Generating facilities

$

Distribution facilities

1,013

62

273

254

166

164

156

Transmission facilities

132

44

39

15

15

19

Environmental

214

58

90

38

28

—

Other

207

60

47

31

34

35

Total Capital Expenditures

$

1,888

$

483

$

530

$

308

$

295

$

272

$

441

$

100

$

122

$

48

$

67

$

104

KU
Generating facilities
Distribution facilities

648

144

138

130

120

116

Transmission facilities

632

146

194

105

97

90

Environmental

335

81

119

75

56

4

Other

203

52

52

28

36

35

Total Capital Expenditures

(a)

$

2,259

$

523

$

625

$

386

$

376

$

349

Construction expenditures include capitalized interest and AFUDC, which are expected to total approximately $93 million for PPL and $77 million for PPL Electric over the five-year period.
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(b)

The 2020 total excludes amounts included in accounts payable as of December 31, 2019.

Capital expenditure plans are revised periodically to reflect changes in operational, market and regulatory conditions. For the years presented, this table
includes PPL Electric's asset optimization program to replace aging transmission and distribution assets.
Contractual Obligations
The Registrants have assumed various financial obligations and commitments in the ordinary course of conducting business. At December 31, 2019,
estimated contractual cash obligations were as follows:
Total

2020

2021-2022

2023-2024

After 2024

PPL
Long-term Debt (a)

$

Interest on Long-term Debt (b)
Operating Leases (c)
Purchase Obligations (d)
Pension Benefit Plan Funding Obligations (e)
Total Contractual Cash Obligations

22,002

$

1,169

$

2,848

$

3,186

$

14,799

15,131

926

1,657

1,435

11,113

122

26

42

27

27

2,759

1,137

842

325

455

681

272

226

183

$

40,695

$

$

4,039

$

3,530

$

5,615

$

—

$

874

$

—

5,156

$

90

$

26,394

PPL Electric
Long-term Debt (a)
Interest on Long-term Debt (b)

3,441

Unconditional Power Purchase Obligations
Total Contractual Cash Obligations

166

30
$

317

22

281

8

—

7,510

$

188

$

1,199

$

6,041

$

975

$

674

$

3,075
2,677
—

371

$

13

$

5,752

LKE
Long-term Debt (a)

$

Interest on Long-term Debt (b)

3,598

Operating Leases (c)
Coal and Natural Gas Purchase Obligations (f)

237

378

363

4,379
2,620

61

18

22

13

8

1,482

572

661

235

14

Unconditional Power Purchase Obligations (g)

554

31

62

62

399

Construction Obligations (h)

221

184

34

3

—

22

22

—

—

—

Pension Benefit Plan Obligations (e)
Other Obligations
Total Contractual Cash Obligations

304
$

159

12,283

$

2,024

$

78

2,198

$

—

$

25

1,909

$

292

$

42

714

$

—

$

7,462

LG&E
Long-term Debt (a)

$

Interest on Long-term Debt (b)

1,732

1,573

80

146

143

1,204

24

7

9

5

3

Coal and Natural Gas Purchase Obligations (f)

837

289

383

155

10

Unconditional Power Purchase Obligations (g)

382

21

42

43

276

77

64

12

1

—

4

4

—

—

—

99

50

20

15

14

Operating Leases (c)

Construction Obligations (h)
Pension Benefit Plan Obligations (e)
Other Obligations
Total Contractual Cash Obligations

$

5,020

63

$

515

$

904

$

362

$

3,239
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Total

2020

2021-2022

2023-2024

After 2024

KU
Long-term Debt (a)

$

Interest on Long-term Debt (b)
Operating Leases (c)
Coal and Natural Gas Purchase Obligations (f)

2,642

$

500

$

132

$

13

$

1,997

1,809

104

173

172

1,360

36

11

13

8

4

645

283

278

80

4

Unconditional Power Purchase Obligations (g)

172

10

20

19

123

Construction Obligations (h)

108

97

10

1

—

1

1

—

—

—

Pension Benefit Plan Obligations (e)
Other Obligations
Total Contractual Cash Obligations
(a)
(b)
(c)
(d)
(e)

(f)
(g)
(h)

146
$

5,559

70
$

1,076

39
$

665

9
$

302

28
$

3,516

Reflects principal maturities based on stated maturity or earlier put dates. See Note 8 to the Financial Statements for a discussion of variable-rate remarketable bonds issued on behalf of LG&E
and KU. The Registrants do not have any significant finance lease obligations.
Assumes interest payments through stated maturity or earlier put dates. For PPL, LKE, LG&E and KU the payments herein are subject to change, as payments for debt that is or becomes
variable-rate debt have been estimated and for PPL, payments denominated in British pounds sterling have been translated to U.S. dollars at a current foreign currency exchange rate.
See Note 9 to the Financial Statements for additional information.
The amounts include agreements to purchase goods or services that are enforceable and legally binding and specify all significant terms, including: fixed or minimum quantities to be
purchased; fixed, minimum or variable price provisions; and the approximate timing of the transaction. Primarily includes, as applicable, the purchase obligations of electricity, coal, natural
gas and limestone, as well as certain construction expenditures, which are also included in the Capital Expenditures table presented above.
The amounts for PPL include WPD's contractual deficit pension funding requirements arising from actuarial valuations performed in March 2016. The U.K. electricity regulator currently
allows a recovery of a substantial portion of the contributions relating to the plan deficit. The amounts also include contributions made or committed to be made in 2020 for PPL's and LKE's
U.S. pension plans (for PPL Electric, LG&E and KU includes their share of these amounts). Based on the current funded status of these plans, except for WPD's plans, no cash contributions
are required. See Note 11 to the Financial Statements for a discussion of expected contributions.
Represents contracts to purchase coal, natural gas and natural gas transportation. See Note 13 to the Financial Statements for additional information.
Represents future minimum payments under OVEC power purchase agreements through June 2040. See Note 13 to the Financial Statements for additional information.
Represents construction commitments, which are also reflected in the Capital Expenditures table presented above.

Dividends/Distributions
(PPL)
PPL views dividends as an integral component of shareowner return and expects to continue to pay dividends in amounts intended to maintain a capitalization
structure that supports investment grade credit ratings. In November 2019, PPL declared its quarterly common stock dividend, payable January 2, 2020, at
41.25 cents per share (equivalent to $1.65 per annum). On February 14, 2020, PPL announced an increase of its quarterly common stock dividend to 41.5
cents per share (equivalent to $1.66 per annum). Future dividends, declared at the discretion of the Board of Directors, will depend upon future earnings, cash
flows, financial and legal requirements and other factors.
Subject to certain exceptions, PPL may not declare or pay any cash dividend or distribution on its capital stock during any period in which PPL Capital
Funding defers interest payments on its 2007 Series A Junior Subordinated Notes due 2067 or 2013 Series B Junior Subordinated Notes due 2073. At
December 31, 2019, no interest payments were deferred.
(PPL Electric, LKE, LG&E and KU)
From time to time, as determined by their respective Board of Directors, the Registrants pay dividends or distributions, as applicable, to their respective
shareholders or members. Certain of the credit facilities of PPL Electric, LKE, LG&E and KU include minimum debt covenant ratios that could effectively
restrict the payment of dividends or distributions.
(All Registrants)
See Note 8 to the Financial Statements for these and other restrictions related to distributions on capital interests for the Registrants and their subsidiaries.
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Purchase or Redemption of Debt Securities
The Registrants will continue to evaluate outstanding debt securities and may decide to purchase or redeem these securities in open market or privately
negotiated transactions, in exchange transactions or otherwise, depending upon prevailing market conditions, available cash and other factors, and may be
commenced or suspended at any time. The amounts involved may be material.
Rating-Agency
Actions
---- ----Moody's and S&P periodically review the credit ratings of the debt of the Registrants and their subsidiaries. Based on their respective independent reviews,
the rating agencies may make certain ratings revisions or ratings affirmations.
A credit rating reflects an assessment by the rating agency of the creditworthiness associated with an issuer and particular securities that it issues. The credit
ratings of the Registrants and their subsidiaries are based on information provided by the Registrants and other sources. The ratings of Moody's and S&P are
not a recommendation to buy, sell or hold any securities of the Registrants or their subsidiaries. Such ratings may be subject to revisions or withdrawal by the
agencies at any time and should be evaluated independently of each other and any other rating that may be assigned to the securities.
The credit ratings of the Registrants and their subsidiaries affect their liquidity, access to capital markets and cost of borrowing under their credit facilities. A
downgrade in the Registrants' or their subsidiaries' credit ratings could result in higher borrowing costs and reduced access to capital markets. The Registrants
and their subsidiaries have no credit rating triggers that would result in the reduction of access to capital markets or the acceleration of maturity dates of
outstanding debt.
The following table sets forth the Registrants' and their subsidiaries' credit ratings for outstanding debt securities or commercial paper programs as of
December 31, 2019.
Senior Unsecured
Issuer
PPL
PPL Capital Funding
WPD plc
WPD (East Midlands)
WPD (West Midlands)
WPD (South Wales)
WPD (South West)

Moody's

S&P

Baa2
Baa3
Baa1
Baa1
Baa1
Baa1

BBB+
BBB+
AAAA-

PPL and PPL Electric
PPL Electric
PPL and LKE
LKE
LG&E
KU

Baa1

Senior Secured
Moody's

S&P

Commercial Paper
Moody's

S&P

P-2

A-2

A1

A

P-2

A-2

A1
A1

A
A

P-2
P-2

A-2
A-2

BBB+

The rating agencies have taken the following actions related to the Registrants and their subsidiaries.
(PPL)
In September 2019, Moody's and S&P assigned ratings of Baa1 and A- to WPD (East Midlands) £250 million of 1.75% Senior Notes due 2031.
(PPL and PPL Electric)
In September 2019, Moody's and S&P assigned ratings of A1 and A to PPL Electric's $400 million 3.00% First Mortgage Bonds due 2049.
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(PPL, LKE and LG&E)
In March 2019, Moody’s and S&P assigned ratings of A1 and A to LG&E’s $400 million 4.25% First Mortgage Bonds due 2049. The bonds were issued
April 1, 2019.
In March 2019, Moody’s and S&P assigned ratings of A1 and A to the County of Jefferson, Kentucky’s $128 million 1.85% Pollution Control Revenue
Bonds, 2001 Series A, due 2033, previously issued on behalf of LG&E. The bonds were remarketed April 1, 2019.
In May 2019, Moody's assigned a rating of A1, and in June 2019, S&P assigned a rating of A to the County of Jefferson, Kentucky's $31 million 1.65%
Series A Environmental Facilities Revenue Refunding Bonds, due 2033, previously issued on behalf of LG&E. The bonds were remarketed June 1, 2019.
In May 2019, Moody's assigned a rating of A1, and in June 2019, S&P assigned a rating of A to the County of Jefferson, Kentucky's $35 million 1.65%
Series B Environmental Facilities Revenue Refunding Bonds, due 2033, previously issued on behalf of LG&E. The bonds were remarketed June 1, 2019.
In September 2019, Moody's and S&P assigned ratings of A1 and A to the County of Jefferson, Kentucky's $40 million 1.75% Pollution Control Revenue
Bonds, 2005 Series A, due 2035, previously issued on behalf of LG&E. The bonds were remarketed September 17, 2019.
(PPL, LKE and KU)
In March 2019, Moody’s assigned a rating of A1 and S&P assigned a rating of A to KU’s $300 million 4.375% First Mortgage Bonds due 2045. The bonds
were issued April 1, 2019.
In August 2019, Moody's assigned a rating of A1, and in September 2019, S&P assigned a rating of A to the County of Carroll, Kentucky's $96 million
1.55% Pollution Control Revenue Refunding Bonds, 2016 Series A (Kentucky Utilities Company Project), due 2042, previously issued on behalf of KU. The
bonds were remarketed September 3, 2019.
In August 2019, Moody's assigned a rating of A1, and in September 2019, S&P lowered its rating to A to the following bonds:
• County of Carroll, Kentucky’s $50 million 1.75% Environmental Facilities Revenue Bonds, 2004 Series A due 2034;
• County of Carroll, Kentucky’s $54 million 1.20% Environmental Facilities Revenue Refunding Bonds, 2006 Series B due 2034;
• County of Carroll, Kentucky’s $78 million 1.20% Environmental Facilities Revenue Bonds, 2006 Series B due 2032;
• County of Mercer, Kentucky’s $13 million 1.30% Solid Waste Disposal Facility Revenue Bonds, 2000 Series A due 2023.
The bonds, previously issued on behalf of KU, were remarketed September 3, 2019. S&P and Moody’s lowered their ratings as a result of KU's termination of
the letters of credit that previously provided credit enhancement for these bonds. See Note 8 to the Financial Statements for additional information.
Ratings Triggers
(PPL)
As discussed in Note 8 to the Financial Statements, certain of WPD's senior unsecured notes may be put by the holders to the issuer for redemption if the
long-term credit ratings assigned to the notes are withdrawn by any of the rating agencies (Moody's or S&P) or reduced to a non-investment grade rating of
Ba1 or BB+ or lower in connection with a restructuring event. A restructuring event includes the loss of, or a material adverse change to, the distribution
licenses under which WPD (East Midlands), WPD (South West), WPD (South Wales) and WPD (West Midlands) operate and would be a trigger event for
each company. These notes totaled £5.4 billion (approximately $6.9 billion) nominal value at December 31, 2019.
(PPL, LKE, LG&E and KU)
Various derivative and non-derivative contracts, including contracts for the sale and purchase of electricity and fuel, commodity transportation and storage,
interest rate and foreign currency instruments (for PPL), contain provisions that require the posting of additional collateral, or permit the counterparty to
terminate the contract, if PPL's, LKE's, LG&E's or KU's or their subsidiaries' credit rating, as applicable, were to fall below investment grade. See Note 17 to
the Financial Statements for a
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discussion of "Credit Risk-Related Contingent Features," including a discussion of the potential additional collateral requirements for PPL, LKE and LG&E
for derivative contracts in a net liability position at December 31, 2019.
Guarantees for Subsidiaries (PPL)
PPL guarantees certain consolidated affiliate financing arrangements. Some of the guarantees contain financial and other covenants that, if not met, would
limit or restrict the consolidated affiliates' access to funds under these financing arrangements, accelerate maturity of such arrangements or limit the
consolidated affiliates' ability to enter into certain transactions. At this time, PPL believes that these covenants will not limit access to relevant funding
sources. See Note 13 to the Financial Statements for additional information about guarantees.
Off-Balance Sheet Arrangements (All Registrants)
The Registrants have entered into certain agreements that may contingently require payment to a guaranteed or indemnified party. See Note 13 to the
Financial Statements for a discussion of these agreements.
Risk Management
Market Risk
(All Registrants)
See Notes 1, 16 and 17 to the Financial Statements for information about the Registrants' risk management objectives, valuation techniques and accounting
designations.
The forward-looking information presented below provides estimates of what may occur in the future, assuming certain adverse market conditions and model
assumptions. Actual future results may differ materially from those presented. These are not precise indicators of expected future losses, but are rather only
indicators of possible losses under normal market conditions at a given confidence level.
Interest Rate Risk
The Registrants and their subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. The Registrants and their subsidiaries
utilize various financial derivative instruments to adjust the mix of fixed and floating interest rates in their debt portfolios, adjust the duration of their debt
portfolios and lock in benchmark interest rates in anticipation of future financing, when appropriate. Risk limits under the risk management program are
designed to balance risk exposure to volatility in interest expense and changes in the fair value of the debt portfolios due to changes in the absolute level of
interest rates. In addition, the interest rate risk of certain subsidiaries is potentially mitigated as a result of the existing regulatory framework or the timing of
rate cases.
The following interest rate hedges were outstanding at December 31:
2019
Fair Value,
Net - Asset
(Liability) (a)

Exposure
Hedged

2018
Effect of a
10% Adverse
Movement
in Rates (b)

Maturities
Ranging
Through

Exposure
Hedged

Fair Value,
Net - Asset
(Liability) (a)

Effect of a
10% Adverse
Movement
in Rates (b)

PPL
Cash flow hedges
Cross-currency swaps (c)

$

702

$

156

$

(71)

2028

$

702

$

137

$

(76)

Economic hedges
Interest rate swaps (d)

147

(22)

(1)

2033

147

(20)

(1)

147

(22)

(1)

2033

147

(20)

(1)

147

(22)

(1)

2033

147

(20)

(1)

LKE
Economic hedges
Interest rate swaps (d)
LG&E
Economic hedges
Interest rate swaps (d)
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(a)
(b)
(c)
(d)

Includes accrued interest, if applicable.
Effects of adverse movements decrease assets or increase liabilities, as applicable, which could result in an asset becoming a liability. Sensitivities represent a 10% adverse movement in
interest rates, except for cross-currency swaps which also includes a 10% adverse movement in foreign currency exchange rates.
Changes in the fair value of these instruments are recorded in equity and reclassified into earnings in the same period during which the item being hedged affects earnings.
Realized changes in the fair value of such economic hedges are recoverable through regulated rates and any subsequent changes in the fair value of these derivatives are included in regulatory
assets or regulatory liabilities.

The Registrants are exposed to a potential increase in interest expense and to changes in the fair value of their debt portfolios. The estimated impact of a 10%
adverse movement in interest rates on interest expense at December 31, 2019 and 2018 was insignificant for PPL, PPL Electric, LKE, LG&E and KU. The
estimated impact of a 10% adverse movement in interest rates on the fair value of debt at December 31 is shown below.
10% Adverse Movement in Rates
2019
PPL

$

2018
655

$

652

PPL Electric

197

188

LKE

198

172

84

62

104

92

LG&E
KU

Foreign Currency Risk (PPL)
PPL is exposed to foreign currency risk primarily through investments in and earnings of U.K. affiliates. Under its risk management program, PPL may enter
into financial instruments to hedge certain foreign currency exposures, including translation risk of expected earnings, firm commitments, recognized assets
or liabilities, anticipated transactions and net investments.
The following foreign currency hedges were outstanding at December 31:
2019
Fair Value,
Net - Asset
(Liability)

Exposure
Hedged
Economic hedges (b)
(a)
(b)

£

859

$

137

2018

Effect of a 10%
Adverse Movement
in Foreign Currency
Exchange Rates (a)
$

(89)

Maturities
Ranging
Through
2020

Fair Value,
Net - Asset
(Liability)

Exposure
Hedged
£

1,540

$

201

Effect of a 10%
Adverse Movement
in Foreign Currency
Exchange Rates (a)
$

(181)

Effects of adverse movements decrease assets or increase liabilities, as applicable, which could result in an asset becoming a liability.
To economically hedge the translation of expected earnings denominated in GBP.

(All Registrants)
Commodity Price Risk
PPL is exposed to commodity price risk through its domestic subsidiaries as described below.
•
•

PPL Electric is required to purchase electricity to fulfill its obligation as a PLR. Potential commodity price risk is insignificant and mitigated through its
PUC-approved cost recovery mechanism and full-requirement supply agreements to serve its PLR customers which transfer the risk to energy suppliers.
LG&E's and KU's rates include certain mechanisms for fuel, fuel-related expenses and energy purchases. In addition, LG&E's rates include a mechanism
for natural gas supply expenses. These mechanisms generally provide for timely recovery of market price fluctuations associated with these expenses.

Volumetric Risk
Volumetric risk is the risk related to the changes in volume of retail sales due to weather, economic conditions or other factors. PPL is exposed to volumetric
risk through its subsidiaries as described below.
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•
•

WPD is exposed to volumetric risk which is significantly mitigated as a result of the method of regulation in the U.K. Under the RIIO-ED1 price control
regulations, recovery of such exposure occurs on a two year lag. See Note 1 to the Financial Statements for additional information on revenue recognition
under RIIO-ED1.
PPL Electric, LG&E and KU are exposed to volumetric risk on retail sales, mainly due to weather and other economic conditions for which there is
limited mitigation between rate cases.

Defined Benefit Plans - Equity Securities Price Risk
See "Application of Critical Accounting Policies - Defined Benefits" for additional information regarding the effect of equity securities price risk on plan
assets.
Credit Risk
(All Registrants)
Credit risk is the risk that the Registrants would incur a loss as a result of nonperformance by counterparties of their contractual obligations. The Registrants
maintain credit policies and procedures with respect to counterparty credit (including requirements that counterparties maintain specified credit ratings) and
require other assurances in the form of credit support or collateral in certain circumstances in order to limit counterparty credit risk. However, the Registrants,
as applicable, have concentrations of suppliers and customers among electric utilities, financial institutions and energy marketing and trading companies.
These concentrations may impact the Registrants' overall exposure to credit risk, positively or negatively, as counterparties may be similarly affected by
changes in economic, regulatory or other conditions.
(PPL and PPL Electric)
In January 2017, the PUC issued a Final Order approving PPL Electric's PLR procurement plan for the period June 2017 through May 2021, which includes a
total of eight semi-annual solicitations for electricity supply in April and October. To date, PPL Electric has conducted six of its planned eight competitive
solicitations.
Under the standard Supply Master Agreement (the Agreement) for the competitive solicitation process, PPL Electric requires all suppliers to post collateral if
their credit exposure exceeds an established credit limit. In the event a supplier defaults on its obligation, PPL Electric would be required to seek replacement
power in the market. All incremental costs incurred by PPL Electric would be recoverable from customers in future rates. At December 31, 2019, most of the
successful bidders under all of the solicitations had an investment grade credit rating from S&P and were not required to post collateral under the Agreement.
A small portion of bidders were required to post an insignificant amount of collateral under the Agreement. There is no instance under the Agreement in
which PPL Electric is required to post collateral to its suppliers.
See Note 17 to the Financial Statements for additional information on credit risk.
Foreign Currency Translation (PPL)
The value of the British pound sterling fluctuates in relation to the U.S. dollar. In 2019, changes in this exchange rate resulted in a foreign currency translation
gain of $106 million, which reflected a $181 million increase to PP&E, $34 million increase to goodwill and $12 million decrease to other net liabilities
partially offset by a $121 million increase to long-term debt. In 2018, changes in this exchange rate resulted in a foreign currency translation loss of $453
million, which reflected a $754 million decrease to PP&E and $150 million decrease to goodwill partially offset by a $445 million decrease to long-term debt
and a decrease of $6 million to other net liabilities. In 2017, changes in this exchange rate resulted in a foreign currency translation gain of $537 million,
which reflected a $935 million increase to PP&E and $198 million increase to goodwill partially offset by a $549 million increase to long-term debt and an
increase of $47 million to other net liabilities.
(All Registrants)
Related Party Transactions
The Registrants are not aware of any material ownership interests or operating responsibility by senior management in outside partnerships, including leasing
transactions with variable interest entities, or other entities doing business with the Registrants. See Note 14 to the Financial Statements for additional
information on related party transactions for PPL Electric, LKE, LG&E and KU.
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Acquisitions, Development and Divestitures
The Registrants from time to time evaluate opportunities for potential acquisitions, divestitures and development projects. Development projects are
reexamined based on market conditions and other factors to determine whether to proceed with, modify or terminate the projects. Any resulting transactions
may impact future financial results.
Capacity Needs (PPL, LKE, LG&E and KU)
As a result of environmental requirements and energy efficiency measures, KU retired two older coal-fired electricity generating units at the E.W. Brown
plant in February 2019 with a combined summer rating capacity of 272 MW. Despite the retirement of these units, LG&E and KU maintain sufficient
generating capacity to serve their anticipated load.
Environmental Matters
(All Registrants)
Extensive federal, state and local environmental laws and regulations are applicable to PPL's, PPL Electric's, LKE's, LG&E's and KU's air emissions, water
discharges and the management of hazardous and solid waste, as well as other aspects of the Registrants' businesses. The costs of compliance or alleged noncompliance cannot be predicted with certainty but could be significant. In addition, costs may increase significantly if the requirements or scope of
environmental laws or regulations, or similar rules, are expanded or changed. Costs may take the form of increased capital expenditures or operating and
maintenance expenses, monetary fines, penalties or other restrictions. Many of these environmental law considerations are also applicable to the operations of
key suppliers, or customers, such as coal producers and industrial power users, and may impact the costs for their products or their demand for the
Registrants' services. Increased capital and operating costs are subject to rate recovery. PPL, PPL Electric, LKE, LG&E and KU can provide no assurances as
to the ultimate outcome of future environmental or rate proceedings before regulatory authorities.
See "Legal Matters" in Note 13 to the Financial Statements for a discussion of the more significant environmental claims. See "Financial Condition Liquidity and Capital Resources - Forecasted Uses of Cash - Capital Expenditures" in "Item 7. Combined Management's Discussion and Analysis of Financial
Condition and Results of Operations" for information on projected environmental capital expenditures for 2020 through 2024. See Note 19 to the Financial
Statements for information related to the impacts of CCRs on AROs.
Sustainability
Increasing attention has been focused on a broad range of corporate activities under the heading of “sustainability”, which has resulted in a significant
increase in the number of requests from interested parties for information on sustainability topics. These parties range from investor groups focused on
environmental, social, governance and other matters to non-investors concerned with a variety of public policy matters. Often the scope of the information
sought is very broad and not necessarily relevant to an issuer’s business or industry. As a result, a number of private groups have proposed to standardize the
subject matter constituting sustainability, either generally or by industry. Those efforts remain ongoing. In addition, certain of these private groups have
advocated that the SEC promulgate regulations requiring specific sustainability reporting under the Securities Exchange Act of 1934, as amended (the “’34
Act”), or that issuers voluntarily include certain sustainability disclosure in their ’34 Act reports. To date, no new reporting requirements have been adopted
or proposed by the SEC.
As has been PPL’s practice, to the extent sustainability issues have or may have a material impact on the Registrants’ financial condition or results of
operation, PPL discloses such matters in accordance with applicable securities law and SEC regulations. With respect to other sustainability topics that PPL
deems relevant to investors but that are not required to be reported under applicable securities law and SEC regulation, PPL will continue each spring to
publish its annual sustainability report including tracking reductions related to the company's goal to reduce carbon emissions and post that report on its
corporate website at www.pplweb.com and on www.pplsustainability.com. Neither the information in such annual sustainability report nor the information at
such websites is incorporated in this Form 10-K by reference, and it should not be considered a part of this Form 10-K. In preparing its sustainability report,
PPL is guided by the framework established by the Global Reporting Initiative, which identifies environmental, social, governance and other subject matter
categories. PPL also participates in efforts by the Edison Electric Institute to provide the appropriate subset of sustainability information that can be applied
consistently across the electric utility industry. Additionally, PPL publicly discloses its corporate political contributions and responds to the CDP climate
survey.
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Cybersecurity
See “Cybersecurity Management” in “Item 1. Business” and “Item 1A. Risk factors” for a discussion of cybersecurity risks affecting the Registrants and the
related strategies for managing these risks.
Competition
See "Competition" under each of PPL's reportable segments in "Item 1. Business - General - Segment Information" and "Item 1A. Risk Factors" for a
discussion of competitive factors affecting the Registrants.
New Accounting Guidance
See Notes 1 and 21 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.
Application of Critical Accounting Policies
-----------------Financial condition and results of operations are impacted by the methods, assumptions and estimates used in the application of critical accounting policies.
The following accounting policies are particularly important to an understanding of the reported financial condition or results of operations and require
management to make estimates or other judgments of matters that are inherently uncertain. Changes in the estimates or other judgments included within these
accounting policies could result in a significant change to the information presented in the Financial Statements (these accounting policies are also discussed
in Note 1 to the Financial Statements). Senior management has reviewed with PPL's Audit Committee these critical accounting policies, the following
disclosures regarding their application, and the estimates and assumptions regarding them.
Defined Benefits
(All Registrants)
Certain of the Registrants and/or their subsidiaries sponsor or participate in certain qualified funded and non-qualified unfunded defined benefit pension plans
and both funded and unfunded other postretirement benefit plans. See Notes 1, 7 and 11 to the Financial Statements for additional information about the plans
and the accounting for defined benefits.
A summary of plan sponsors by Registrant and whether a Registrant or its subsidiaries sponsor (S) or participate in and receives allocations (P) from those
plans is shown in the table below.
Plan Sponsor

PPL

PPL Electric

PPL Services

S

P

WPD (a)

S

LKE (b)
LG&E (b)
(a)
(b)

LKE

LG&E

KU

S

P

P

S

Does not sponsor or participate in other postretirement benefits plans.
The pension plans sponsored by LKE and LG&E were merged effective January 1, 2020 into the LG&E and KU Pension Plan. The merged plan is sponsored by LKE. LG&E and KU
participate in this plan.

Management makes certain assumptions regarding the valuation of benefit obligations and the performance of plan assets. As such, annual net periodic
defined benefit costs are recorded in current earnings or regulatory assets and liabilities based on estimated results. Any differences between actual and
estimated results are recorded in AOCI or, in the case of PPL Electric, LG&E and KU, regulatory assets and liabilities for amounts that are expected to be
recovered through regulated customer rates. These amounts in AOCI or regulatory assets and liabilities are amortized to income over future periods. The
significant assumptions are:
•

Discount Rate - In selecting the discount rates for U.S. defined benefit plans, the plan sponsors start with a cash flow analysis of the expected benefit
payment stream for their plans. The plan-specific cash flows are matched against the coupons and expected maturity values of Aa-rated non-callable (or
callable with make-whole provisions) bonds that could be purchased for a hypothetical settlement portfolio. The plan sponsors then use the single
discount rate derived from matching the discounted benefit payment stream to the market value of the selected bond portfolio.
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In selecting the discount rate for its U.K. pension plans, WPD starts with a cash flow analysis of the expected benefit payment stream for its plans. These
plan-specific cash flows are matched against a spot-rate yield curve to determine the assumed discount rate. The spot-rate yield curve uses an iBoxx
British pounds sterling denominated corporate bond index as its base. From this base, those bonds with the lowest and highest yields are eliminated to
develop an appropriate subset of bonds. WPD uses the single weighted-average discount rate derived from the spot rates to discount the benefit
obligation. In addition, the spot rates that match the cash flows associated with the service cost and interest cost are used to discount those components of
net periodic defined benefit cost.
•

Expected Return on Plan Assets - The expected long-term rates of return for pension and other postretirement benefits are based on management's
projections using a best-estimate of expected returns, volatilities and correlations for each asset class. Each plan's specific current and expected asset
allocations are also considered in developing a reasonable return assumption.

•

Rate of Compensation Increase - Management projects employees' annual pay increases, which are used to project employees' pension benefits at
retirement. In selecting a rate of compensation increase, plan sponsors consider past experience, the potential impact of movements in inflation rates and
expectations of ongoing compensation practices.

See Note 11 to the Financial Statements for details of the assumptions selected for pension and other postretirement benefits. A variance in the assumptions
could significantly impact accrued defined benefit liabilities or assets, reported annual net periodic defined benefit costs and AOCI or regulatory assets and
liabilities.
The following tables reflect changes in certain assumptions based on the Registrants' primary defined benefit plans. The inverse of this change would have the
opposite impact on accrued defined benefit liabilities or assets, reported annual net periodic defined benefit costs and AOCI or regulatory assets and
liabilities. The sensitivities below reflect an evaluation of the change based solely on a change in that assumption.
Increase (Decrease)
Actuarial assumption
Discount Rate
Expected Return on Plan Assets
Rate of Compensation Increase

(0.25%)
(0.25%)
0.25 %

Actuarial assumption

Increase
(Decrease)

Increase
(Decrease)

(Increase)
Decrease

Increase
(Decrease)

Increase
(Decrease)

Defined Benefit
Asset

Defined Benefit
Liabilities

AOCI
(pre-tax)

Net Regulatory
Assets

Defined Benefit
Costs

PPL
Discount rates

$

(371)

$

134

$

413

$

92

$

47

Expected return on plan assets

n/a

n/a

n/a

n/a

31

Rate of compensation increase

(56)

15

62

9

13

Discount rates

57

—

57

3

Expected return on plan assets

n/a

—

n/a

4

Rate of compensation increase

6

—

6

1

PPL Electric

LKE
Discount rates

51

26

34

6

Expected return on plan assets

n/a

(9)

n/a

n/a

n/a

4

Rate of compensation increase

n/a

6

3

3

2
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Actuarial assumption

Increase
(Decrease)

Increase
(Decrease)

(Increase)
Decrease

Increase
(Decrease)

Increase
(Decrease)

Defined Benefit
Asset

Defined Benefit
Liabilities

AOCI
(pre-tax)

Net Regulatory
Assets

Defined Benefit
Costs

LG&E
Discount rates

(16)

Expected return on plan assets

n/a

Rate of compensation increase

(1)

2

n/a

18

2

n/a

n/a

n/a

1

—

n/a

1

—

KU
Discount rates

(14)

Expected return on plan assets

n/a

Rate of compensation increase

(2)

2

n/a

16

2

n/a

n/a

n/a

1

—

n/a

2

—

Income Taxes (All Registrants)
Significant management judgment is required in developing the Registrants' provision for income taxes, primarily due to the uncertainty related to tax
positions taken or expected to be taken in tax returns, valuation allowances on deferred tax assets, as well as whether the undistributed earnings of WPD are
considered indefinitely reinvested.
Additionally, significant management judgment is required to determine the amount of benefit recognized related to an uncertain tax position. On a quarterly
basis, uncertain tax positions are reassessed by considering information known as of the reporting date. Based on management's assessment of new
information, a tax benefit may subsequently be recognized for a previously unrecognized tax position, a previously recognized tax position may be
derecognized, or the benefit of a previously recognized tax position may be remeasured. The amounts ultimately paid upon resolution of issues raised by
taxing authorities may differ materially from the amounts accrued and may materially impact the financial statements in the future.
The need for valuation allowances to reduce deferred tax assets also requires significant management judgment. Valuation allowances are initially recorded
and reevaluated each reporting period by assessing the likelihood of the ultimate realization of a deferred tax asset. Management considers a number of
factors in assessing the realization of a deferred tax asset, including the reversal of temporary differences, future taxable income and ongoing prudent and
feasible tax planning strategies. Any tax planning strategy utilized in this assessment must meet the recognition and measurement criteria utilized to account
for an uncertain tax position. Management also considers the uncertainty posed by political risk and the effect of this uncertainty on the various factors that
management takes into account in evaluating the need for valuation allowances. The amount of deferred tax assets ultimately realized may differ materially
from the estimates utilized in the computation of valuation allowances and may materially impact the financial statements in the future.
See Note 6 to the Financial Statements for income tax disclosures, including the impact of the TCJA and management's conclusion that the undistributed
earnings of WPD are considered indefinitely reinvested. Based on this conclusion, PPL Global does not record deferred U.S. federal income taxes on WPD's
undistributed earnings.
Regulatory Assets and Liabilities
(All Registrants)
PPL Electric, LG&E and KU are subject to cost-based rate regulation. As a result, the effects of regulatory actions are required to be reflected in the financial
statements. Assets and liabilities are recorded that result from the regulated ratemaking process that may not be recorded under GAAP for non-regulated
entities. Regulatory assets generally represent incurred costs that have been deferred because such costs are probable of future recovery in regulated customer
rates. Regulatory liabilities are recognized for amounts expected to be returned through future regulated customer rates. In certain cases, regulatory liabilities
are recorded based on an understanding or agreement with the regulator that rates have been set to recover costs that are expected to be incurred in the future,
and the regulated entity is accountable for any amounts charged pursuant to such rates and not yet expended for the intended purpose.
Management continually assesses whether the regulatory assets are probable of future recovery by considering factors such as changes in the applicable
regulatory and political environments, the ability to recover costs through regulated rates, recent rate orders to the Registrants and other regulated entities, and
the status of any pending or potential deregulation legislation. Based
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on this continual assessment, management believes the existing regulatory assets are probable of recovery. This assessment reflects the current political and
regulatory climate at the state and federal levels and is subject to change in the future. If future recovery of costs ceases to be probable, the regulatory asset
would be written-off. Additionally, the regulatory agencies can provide flexibility in the manner and timing of recovery of regulatory assets.
See Note 7 to the Financial Statements for regulatory assets and regulatory liabilities recorded at December 31, 2019 and 2018, as well as additional
information on those regulatory assets and liabilities. All regulatory assets are either currently being recovered under specific rate orders, represent amounts
that are expected to be recovered in future rates or benefit future periods based upon established regulatory practices.
(PPL)
WPD's operations are regulated by Ofgem. Ofgem has adopted a price control regulatory framework focused on outputs and performance in contrast to
traditional U.S. utility ratemaking that operates under a cost recovery model. Because the regulatory model is incentive-based, WPD is not subject to
accounting for the effects of certain types of regulation as prescribed by GAAP for entities subject to cost-based rate regulation and does not record regulatory
assets and liabilities. See "General - Regulation" in Note 1 to the Financial Statements for additional information.
Price Risk Management (PPL)
See "Financial Condition - Risk Management" above.
Goodwill Impairment (PPL, LKE, LG&E and KU)
Goodwill is tested for impairment at the reporting unit level. PPL has determined its reporting units to be primarily at the same level as its reportable
segments. LKE, LG&E and KU are individually single operating and reportable segments. A goodwill impairment test is performed annually or more
frequently if events or changes in circumstances indicate that the carrying amount of the reporting unit may be greater than the reporting unit's fair value.
Additionally, goodwill is tested for impairment after a portion of goodwill has been allocated to a business to be disposed of.
PPL, LKE, LG&E and KU may elect either to initially make a qualitative evaluation about the likelihood of an impairment of goodwill or to bypass the
qualitative evaluation and test goodwill for impairment using a two-step quantitative test. See “Long-Lived and Intangible Assets - Asset Impairment
(Excluding Investments)” in Note 1 to the Financial Statements for further discussion of qualitative and quantitative goodwill impairment tests. See Note 18
to the Financial Statements for information on goodwill balances at December 31, 2019.
PPL elected to perform the two-step quantitative impairment test of goodwill for the U.K. Regulated segment reporting unit in the fourth quarter of 2019.
Management used both discounted cash flows and market multiples including implied RAV premiums, which required significant assumptions, to estimate
the fair value of the reporting units. Significant assumptions used in the discounted cash flows include discount and growth rates, outcomes of future rate
filings, and projected operating and capital cash flows. Projected operating and capital cash flows is based on the Registrants' internal business plan, which
assumes the occurrence of certain future events. Significant assumptions used in the market multiples include utility sector market performance and
comparable transactions.
Application of an appropriate weighting to both the discounted cash flow and market multiple valuations for the most recent impairment test performed as of
October 1, 2019 did not require the second-step assessment and did not result in any impairment.
A high degree of judgment is required to develop estimates related to fair value conclusions. A decrease in the forecasted cash flows of 10%, an increase in
the discount rate of 0.25%, or a 10% decrease in the market multiples would not have resulted in an impairment of goodwill for this reporting unit.
PPL (for its Kentucky Regulated segment), and individually, LKE, LG&E and KU elected to perform the qualitative step zero evaluation of goodwill, as of
October 1, 2019. Based on these evaluations, management concluded it was not more likely than not that the fair value of these reporting units was less than
their carrying values. As such, the two-step quantitative impairment test was not performed.
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Asset Retirement Obligations (PPL, LKE, LG&E and KU)
ARO liabilities are required to be recognized for legal obligations associated with the retirement of long-lived assets. Initial obligations are measured at
estimated fair value. An ARO must be recognized when incurred if the fair value of the ARO can be reasonably estimated. An equivalent amount is recorded
as an increase in the value of the capitalized asset and amortized to expense over the asset's useful life.
In determining AROs, management must make significant judgments and estimates to calculate fair value. Fair value is developed using an expected present
value technique based on assumptions of market participants that consider estimated retirement costs in current period dollars, inflated to the anticipated
retirement date and discounted back to the date the ARO was incurred. Changes in assumptions and estimates included within the calculations of the fair
value of AROs could result in significantly different results than those identified and recorded in the financial statements. Estimated ARO costs and
settlement dates, which affect the carrying value of the ARO and the related capitalized asset, are reviewed periodically to ensure that any material changes
are incorporated into the ARO estimate. Any change to the capitalized asset is generally amortized over the remaining life of the associated long-lived asset.
See “Long-Lived and Intangible Assets - Asset Retirement Obligations” in Note 1, Note 7 and Note 19 to the Financial Statements for additional information
on AROs.
At December 31, 2019, the total recorded balances and information on the most significant recorded AROs were as follows.
Most Significant AROs
Total
ARO
Recorded
PPL
LKE
LG&E
KU

$

Amount
Recorded
282

$

215

% of Total

Description

181

64

Ponds, landfills and natural gas mains

181

84

Ponds, landfills and natural gas mains

73

56

77

Ponds, landfills and natural gas mains

142

125

88

Ponds and landfills

The most significant assumptions surrounding AROs are the forecasted retirement costs (including settlement dates and the timing of cash flows), discount
and inflation rates. At December 31, 2019, a 10% increase to retirement cost would increase these ARO liabilities by $33 million. A 0.25% decrease in the
discount rate would increase these ARO liabilities by $4 million and a 0.25% increase in the inflation rate would increase these ARO liabilities by $2 million.
There would be no significant change to the annual depreciation expense of the ARO asset or the annual accretion expense of the ARO liability as a result of
these changes in assumptions.
Revenue Recognition - Unbilled Revenues (LKE, LG&E and KU)
Revenues related to the sale of energy are recorded when service is rendered or when energy is delivered to customers. Because customers are billed on cycles
which vary based on the timing of actual meter reads taken throughout the month, estimates are recorded for unbilled revenues at the end of each reporting
period. For LG&E and KU, such unbilled revenue amounts reflect estimates of deliveries to customers since the date of the last reading of their meters. The
unbilled revenue estimates reflect consideration of factors including daily load models, estimated usage for each customer class, the effect of current and
different rate schedules, the meter read schedule, the billing schedule, actual weather data, and, where applicable, the impact of weather normalization or
other regulatory provisions of rate structures. See "Unbilled revenues" on the Registrants' Balance Sheets for balances at December 31, 2019 and 2018.
Other Information (All Registrants)
PPL's Audit Committee has approved the independent auditor to provide audit and audit-related services, tax services and other services permitted by
Sarbanes-Oxley and SEC rules. The audit and audit-related services include services in connection with statutory and regulatory filings, reviews of offering
documents and registration statements, and internal control reviews.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities
Company
Reference is made to "Risk Management" for the Registrants in "Item 7. Combined Management's Discussion and Analysis of Financial Condition and
Results of Operations."
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Shareowners and the Board of Directors of PPL Corporation
Opinion on the Financial Statements
We have audited the accompanying consolidated balance sheets of PPL Corporation and subsidiaries (the "Company") as of December 31, 2019 and 2018, the
related consolidated statements of income, comprehensive income, equity, and cash flows, for each of the three years in the period ended December 31, 2019,
and the related notes (collectively referred to as the "financial statements"). In our opinion, the financial statements present fairly, in all material respects, the
financial position of the Company as of December 31, 2019 and 2018, and the results of its operations and its cash flows for each of the three years in the
period ended December 31, 2019, in conformity with accounting principles generally accepted in the United States of America.
We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the Company's
internal control over financial reporting as of December 31, 2019, based on criteria established in Internal Control - Integrated Framework (2013) issued by
the Committee of Sponsoring Organizations of the Treadway Commission and our report dated February 14, 2020, expressed an unqualified opinion on the
Company's internal control over financial reporting.
Basis for Opinion
These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the Company's financial
statements based on our audits. We are a public accounting firm registered with the PCAOB and are required to be independent with respect to the Company
in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.
We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. Our audits included performing procedures
to assess the risks of material misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to those risks.
Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included
evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the financial
statements. We believe that our audits provide a reasonable basis for our opinion.
Critical Audit Matters
The critical audit matters communicated below are matters arising from the current-period audit of the financial statements that were communicated or
required to be communicated to the audit committee and that (1) relate to accounts or disclosures that are material to the financial statements and (2) involved
our especially challenging, subjective, or complex judgments. The communication of critical audit matters does not alter in any way our opinion on the
financial statements, taken as a whole, and we are not, by communicating the critical audit matters below, providing separate opinions on the critical audit
matters or on the accounts or disclosures to which they relate.
Regulatory Assets and Liabilities - Impact of Rate Regulation on Various Account Balances and Disclosures - Refer to Notes 1 and 7 to the Financial
Statements
Critical Audit Matter Description
As discussed in Note 1 to the financial statements, PPL Corporation owns and operates three cost-based rate-regulated utilities in the United States (U.S.) for
which rates are set by the Federal Energy Regulatory Commission (FERC), the Kentucky Public Service Commission (KPSC), the Virginia State Corporation
Commission (VSCC) and the Pennsylvania Public Utility Commission (PUC) to enable the regulated utilities to recover the costs of providing electric or gas
service, as applicable, and to provide a reasonable return to shareholders. Base rates are generally established based on a future test period. As a result, the
financial statements are subject to the accounting for certain types of regulation as prescribed by accounting principles generally accepted in the United States
of America and reflect the effects of regulatory actions. Regulatory assets are recognized for the effect of transactions or events where future recovery of
underlying costs is probable in regulated customer rates. The effect of such accounting is to defer certain or qualifying costs that would otherwise currently be
charged to expense. Regulatory liabilities are recognized for amounts expected to be returned through future regulated customer rates.
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The accounting for regulatory assets and regulatory liabilities is based on specific ratemaking decisions or precedent for each transaction or event as
prescribed by the FERC, KPSC, VSCC and PUC. The accounting for the economics of rate regulation also impacts other financial statement line items,
including regulated utility plant, operating revenues, depreciation, and income taxes and impacts multiple note disclosures. As of December 31, 2019, PPL
Corporation had a recorded regulatory assets balance of $1,559 million and regulatory liabilities balance of $2,687 million.
PPL Corporation’s U.S. regulated utilities’ rates are subject to cost-based rate-setting processes and annual earnings oversight. Rates are established based on
an analysis of the costs incurred and the regulated utility’s capital structure, and must be approved by one or more federal or state regulatory commissions,
including the FERC, KPSC, VSCC and PUC. Regulatory decisions can have an impact on the recovery of costs, the rate earned on invested capital, and the
timing and amount of assets to be recovered by rates. The FERC, KPSC, VSCC and PUC regulation of rates is premised on the full recovery of prudently
incurred costs and an adequate return on capital investments. Decisions to be made by the FERC, KPSC, VSCC and PUC in the future will impact the
accounting for regulated operations, including decisions about the amount of allowable costs and return on invested capital included in rates and any refunds
that may be required. While PPL Corporation’s U.S. utilities have indicated that they expect to recover costs from customers through regulated rates, there is
a risk that the FERC, KPSC, VSCC or PUC will not approve full recovery of such costs or approve recovery on a timely basis in future regulatory decisions.
We identified the impact of rate regulation as a critical audit matter due to the significant judgments made by management in continually assessing whether
the regulatory assets are probable of future recovery by considering factors, such as changes in the applicable regulatory and political environments, the
ability to recover costs through regulated rates, recent rate orders and the status of any pending legislation. Auditing these judgments required specialized
knowledge of accounting for rate regulation and the rate-setting process due to its inherent complexities.
How the Critical Audit Matter Was Addressed in the Audit
Our audit procedures related to the uncertainty of future decisions by the FERC, KPSC, VSCC and PUC included the following, among others:
•

We tested the effectiveness of management’s internal controls over evaluating the likelihood of recovery in future rates of costs deferred as
regulatory assets. We tested the effectiveness of management’s controls over the recognition of amounts as regulated utility plant, regulatory assets
or liabilities, operating revenues, depreciation, income taxes, and note disclosures and the monitoring and evaluation of regulatory developments that
may affect the likelihood of recovering costs in future rates or of a future reduction in rates.

•

We obtained and read relevant regulatory orders issued by the FERC, KPSC, VSCC and PUC for PPL Corporation’s U.S. regulated utilities to assess
the likelihood of recovery in future rates or of a future reduction in rates.

•

We inquired of management about regulated utility plant that may be abandoned. We inspected minutes of the board of directors, regulatory orders
and other filings with the commission to identify any evidence that may contradict management’s assertion regarding probability of an abandonment.

•

We evaluated PPL Corporation’s disclosures related to the impacts of rate-regulation, including the balances recorded and regulatory developments,
in the financial statements.

Goodwill - U.K. Regulated Reporting Unit - Refer to Notes 1 and 18 to the Financial Statements
Critical Audit Matter Description
PPL Corporation’s balance sheet includes $3.2 billion of goodwill as of December 31, 2019, of which $2.5 billion was allocated to the U.K. Regulated
reporting unit. The fair value of the U.K. Regulated reporting unit exceeded its carrying value as of the measurement date and, therefore, no impairment was
recognized. PPL Corporation elected to perform the two-step quantitative impairment test of goodwill for the U.K. Regulated reporting unit in the fourth
quarter of 2019. Management used both discounted cash flows and market multiples, which required significant assumptions, to estimate the fair value of the
reporting units. Significant assumptions used in the discounted cash flows included discount and growth rates, and projected operating and capital cash flows.
Projected operating and capital cash flows are based on PPL Corporation’s internal business plan, which assumes the occurrence of certain events in the
future. Significant assumptions used in the market multiples include utility sector market performance and comparable transactions.
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We identified goodwill for the U.K. Regulated reporting unit as a critical audit matter because of the significant judgments made by management to estimate
the fair value of the U.K. Regulated reporting unit, specifically due to changes in the economy in the U.K. This required a high degree of auditor judgment
and an increased extent of effort, including the need to involve our fair value specialists, when performing audit procedures to evaluate the reasonableness of
management’s estimates and assumptions related to the regulatory asset value premiums (RAV premiums), discount and growth rates, and projected operating
and capital cash flows.
How the Critical Audit Matter Was Addressed in the Audit
Our audit procedures related to the RAV premiums, discount and growth rates, and projected operating and capital cash flows used by management to
estimate the fair value of the U.K. Regulated reporting unit included the following, among others:
•

We tested the effectiveness of management’s internal controls over their goodwill impairment evaluation, including those over the determination of
the fair value of the U.K. Regulated reporting unit, such as controls related to management’s RAV premiums estimate, and selection of discount and
growth rates and projected operating and capital cash flows.

•

We evaluated the reasonableness of management’s projected operating and capital cash flows by comparing the forecasts to:
◦

Historical operating and capital cash flows.

◦

Internal communications to management and the board of directors.

◦

Forecasted information included in PPL Corporation’s press releases as well as in analyst and industry reports for PPL Corporation.

•

We evaluated the impact of changes in management’s forecasts from the October 1, 2019 annual measurement date to December 31, 2019.

•

With the assistance of our fair value specialists, we evaluated the reasonableness of the (1) valuation methodology, (2) RAV premiums and (3)
discount and growth rates by:
◦

Testing the source information underlying the determination of the RAV premiums, and discount and growth rates and the mathematical
accuracy of the calculation.

◦

Developing a range of independent estimates and comparing those to the RAV premiums, and discount and growth rates selected by
management.

Income Taxes - Valuation Allowances - Estimates of future taxable income and management’s determination of whether it is more likely than not
that deferred tax assets will be realized - Refer to Note 1 and 6 to the Financial Statements
Critical Audit Matter Description
Deferred income taxes reflect the net future tax effects of temporary differences between the carrying amounts of assets and liabilities for accounting purposes
and their basis for income tax purposes and the tax effects of net operating losses and tax credit carryforwards. Net deferred tax assets have been recognized
based on management’s estimates of future taxable income for the U.S. and the U.K. PPL Corporation files tax returns in multiple jurisdictions with complex
tax laws and regulations. Valuation allowances have been established for the amount that, more likely than not, will not be realized. PPL Corporation has
$834 million of valuation allowances recorded on $1,479 million of deferred tax assets related to federal, state and foreign loss and credit carryforwards as of
December 31, 2019.
Management considers a number of factors in assessing the realization of a deferred tax asset associated with net operating losses and tax credit
carryforwards, including the reversal of temporary differences, future taxable income and ongoing prudent and feasible tax-planning strategies. Management
also considers the uncertainty posed by political risk and the effect of this uncertainty on the various factors that management takes into account in evaluating
the need for valuation allowances. The amount of deferred tax assets ultimately realized may differ materially from the estimates utilized in the computation
of valuation allowances and may materially impact the financial statements in the future.
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We identified management’s estimation of the valuation allowances associated with loss and credit carryforwards as a critical audit matter because the need
for valuation allowances to reduce deferred tax assets requires significant management judgment. This required a high degree of auditor judgment and an
increased extent of effort, including the need to involve our income tax specialists, when performing audit procedures to evaluate the reasonableness of
management’s estimates of future taxable income and the determination of whether it is more likely than not that the deferred tax assets will be realized.
How the Critical Audit Matter Was Addressed in the Audit
Our audit procedures related to estimated future taxable income and the determination of whether it is more likely than not that the deferred tax assets will be
realized included the following, among others:
•

We tested the effectiveness of management’s internal controls over the valuation allowance for income taxes, including management’s internal
controls over the estimates of future taxable income and the determination of whether it is more likely than not that the deferred tax assets will be
realized.

•

We evaluated the reasonableness of the methods, assumptions, and judgments used by management to determine whether a valuation allowance was
necessary.

•

With the assistance of our income tax specialists, we evaluated whether the sources of management’s estimated taxable income were of the
appropriate character and sufficient to utilize the deferred tax assets under the relevant tax laws.

•

We evaluated management’s ability to accurately estimate taxable income by comparing actual results to management’s historical estimates and
evaluating whether there have been any changes that would affect management’s ability to continue accurately estimating taxable income.

•

We tested the reasonableness of management’s estimates of future taxable income by comparing the estimates to:
◦ Internal budgets.
◦

Historical taxable income, as adjusted for nonrecurring items.

◦

Internal communications to management and the board of directors.

◦

Forecasted information included in PPL Corporation’s press releases as well as in analyst and industry reports for PPL Corporation.

/s/ Deloitte & Touche LLP
Parsippany, New Jersey
February 14, 2020
We have served as the Company's auditor since 2015.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Shareowners and the Board of Directors of PPL Corporation
Opinion on Internal Control over Financial Reporting
We have audited the internal control over financial reporting of PPL Corporation and subsidiaries (the “Company”) as of December 31, 2019, based on
criteria established in Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission
(COSO). In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of December 31, 2019, based
on criteria established in Internal Control - Integrated Framework (2013) issued by COSO.
We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the consolidated
financial statements as of and for the year ended December 31, 2019, of the Company and our report dated February 14, 2020, expressed an unqualified
opinion on those financial statements.
Basis for Opinion
The Company’s management is responsible for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of
internal control over financial reporting, included in the accompanying Management’s Report on Internal Control over Financial Reporting at Item 9A. Our
responsibility is to express an opinion on the Company’s internal control over financial reporting based on our audit. We are a public accounting firm
registered with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.
We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether effective internal control over financial reporting was maintained in all material respects. Our audit included obtaining an
understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating
effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion.
Definition and Limitations of Internal Control over Financial Reporting
A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company’s internal control over
financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect
the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being
made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or
timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.
/s/ Deloitte & Touche LLP
Parsippany, New Jersey
February 14, 2020
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Shareowner and the Board of Directors of PPL Electric Utilities Corporation
Opinion on the Financial Statements
We have audited the accompanying consolidated balance sheets of PPL Electric Utilities Corporation and subsidiaries (the "Company") as of December 31,
2019 and 2018, the related consolidated statements of income, equity, and cash flows, for each of the three years in the period ended December 31, 2019, and
the related notes (collectively referred to as the "financial statements"). In our opinion, the financial statements present fairly, in all material respects, the
financial position of the Company as of December 31, 2019 and 2018, and the results of its operations and its cash flows for each of the three years in the
period ended December 31, 2019, in conformity with accounting principles generally accepted in the United States of America.
Basis for Opinion
These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the Company's financial
statements based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB)
and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of
the Securities and Exchange Commission and the PCAOB.
We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. The Company is not required to have, nor
were we engaged to perform, an audit of its internal control over financial reporting. As part of our audits, we are required to obtain an understanding of
internal control over financial reporting but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial
reporting. Accordingly, we express no such opinion.
Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to error or fraud, and
performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the
financial statements. Our audits also included evaluating the accounting principles used and significant estimates made by management, as well as evaluating
the overall presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.
/s/ Deloitte & Touche LLP
Parsippany, New Jersey
February 14, 2020
We have served as the Company's auditor since 2015.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Sole Member and the Board of Directors of LG&E and KU Energy LLC
Opinion on the Financial Statements
We have audited the accompanying consolidated balance sheets of LG&E and KU Energy LLC and Subsidiaries (the “Company”) as of December 31, 2019
and 2018, the related consolidated statements of income, comprehensive income, equity, and cash flows, for each of the three years in the period ended
December 31, 2019, and the related notes and the schedule listed in the Index at Item 15 (collectively referred to as the “financial statements”). In our
opinion, the financial statements present fairly, in all material respects, the financial position of the Company as of December 31, 2019 and 2018, and the
results of its operations and its cash flows for each of the three years in the period ended December 31, 2019, in conformity with accounting principles
generally accepted in the United States of America.
Basis for Opinion
These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the Company's financial
statements based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB)
and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of
the Securities and Exchange Commission and the PCAOB.
We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. The Company is not required to have, nor
were we engaged to perform, an audit of its internal control over financial reporting. As part of our audits, we are required to obtain an understanding of
internal control over financial reporting but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial
reporting. Accordingly, we express no such opinion.
Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to error or fraud, and
performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the
financial statements. Our audits also included evaluating the accounting principles used and significant estimates made by management, as well as evaluating
the overall presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.
/s/ Deloitte & Touche LLP
Louisville, Kentucky
February 14, 2020
We have served as the Company’s auditor since 2015.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Stockholder and the Board of Directors of Louisville Gas and Electric Company
Opinion on the Financial Statements
We have audited the accompanying balance sheets of Louisville Gas and Electric Company (the “Company”) as of December 31, 2019 and 2018, the related
statements of income, equity, and cash flows, for each of the three years in the period ended December 31, 2019, and the related notes (collectively referred to
as the “financial statements”). In our opinion, the financial statements present fairly, in all material respects, the financial position of the Company as of
December 31, 2019 and 2018, and the results of its operations and its cash flows for each of the three years in the period ended December 31, 2019, in
conformity with accounting principles generally accepted in the United States of America.
Basis for Opinion
These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the Company's financial
statements based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB)
and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of
the Securities and Exchange Commission and the PCAOB.
We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. The Company is not required to have, nor
were we engaged to perform, an audit of its internal control over financial reporting. As part of our audits, we are required to obtain an understanding of
internal control over financial reporting but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial
reporting. Accordingly, we express no such opinion.
Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to error or fraud, and
performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the
financial statements. Our audits also included evaluating the accounting principles used and significant estimates made by management, as well as evaluating
the overall presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.
/s/ Deloitte & Touche LLP
Louisville, Kentucky
February 14, 2020
We have served as the Company’s auditor since 2015.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Stockholder and the Board of Directors of Kentucky Utilities Company
Opinion on the Financial Statements
We have audited the accompanying balance sheets of Kentucky Utilities Company (the “Company”) as of December 31, 2019 and 2018, the related
statements of income, equity, and cash flows, for each of the three years in the period ended December 31, 2019, and the related notes (collectively referred to
as the “financial statements”). In our opinion, the financial statements present fairly, in all material respects, the financial position of the Company as of
December 31, 2019 and 2018, and the results of its operations and its cash flows for each of the three years in the period ended December 31, 2019, in
conformity with accounting principles generally accepted in the United States of America.
Basis for Opinion
These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the Company's financial
statements based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB)
and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of
the Securities and Exchange Commission and the PCAOB.
We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. The Company is not required to have, nor
were we engaged to perform, an audit of its internal control over financial reporting. As part of our audits, we are required to obtain an understanding of
internal control over financial reporting but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial
reporting. Accordingly, we express no such opinion.
Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to error or fraud, and
performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the
financial statements. Our audits also included evaluating the accounting principles used and significant estimates made by management, as well as evaluating
the overall presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.
/s/ Deloitte & Touche LLP
Louisville, Kentucky
February 14, 2020
We have served as the Company’s auditor since 2015.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
PPL Corporation and Subsidiaries
(Millions of Dollars, except share data)

2019
Operating Revenues

$

2018

7,769

$

2017

7,785

$

7,447

Operating Expenses
Operation
Fuel

709

Energy purchases
Other operation and maintenance
Depreciation

799

759

723

745

685

1,985

1,983

1,802

1,199

1,094

1,008

Taxes, other than income

313

312

292

Total Operating Expenses

4,929

4,933

4,546

2,840

2,852

2,901

Other Income (Expense) - net

309

396

(88)

Interest Expense

994

963

901

2,155

2,285

1,912

409

458

784

Operating Income

Income Before Income Taxes
Income Taxes
$

1,746

$

1,827

$

1,128

Basic

$

2.39

$

2.59

$

1.64

Diluted

$

2.37

$

2.58

$

1.64

Net Income
Earnings Per Share of Common Stock:
Net Income Available to PPL Common Shareowners:

Weighted-Average Shares of Common Stock Outstanding (in thousands)
Basic

728,512

704,439

685,240

Diluted

736,754

708,619

687,334

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31,
PPL Corporation and Subsidiaries
(Millions of Dollars)

2019
Net income

$

2018

1,746

$

2017

1,827

$

1,128

Other comprehensive income (loss):
Amounts arising during the period - gains (losses), net of tax (expense) benefit:
Foreign currency translation adjustments, net of tax of $0, ($2), ($1)

108

(444)

538

Qualifying derivatives, net of tax of $2, ($9), $19

(11)

36

(79)

Defined benefit plans:
Prior service costs, net of tax of $0, $3, $0

(1)

(11)

—

(592)

(187)

(308)

Qualifying derivatives, net of tax of ($5), $6, ($18)

13

(29)

73

Equity investees' other comprehensive (income) loss, net of tax of $0, $0, $0

—

—

1

2

2

1

87

142

130

(394)

(491)

356

Net actuarial gain (loss), net of tax of $119, $44, $72
Reclassifications from AOCI - (gains) losses, net of tax expense (benefit):

Defined benefit plans:
Prior service costs, net of tax of ($1), $0, ($1)
Net actuarial (gain) loss, net of tax of ($22), ($36), ($37)
Total other comprehensive income (loss)
Comprehensive income

$

1,352

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

1,336

$

1,484
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CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
PPL Corporation and Subsidiaries
(Millions of Dollars)
2019

2018

2017

Cash Flows from Operating Activities
Net income

$

1,746

$

1,827

$

1,128

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

1,199

Amortization
Defined benefit plans - (income)
Deferred income taxes and investment tax credits

1,094

1,008

81

78

97

(263)

(192)

(95)

309

355

707

Unrealized (gains) losses on derivatives, and other hedging activities

73

(186)

178

Stock compensation expense

36

26

38

(22)

(3)

(9)

4

28

(33)

Accounts payable

(77)

78

(10)

Unbilled revenues

(5)

41

(48)

Fuel, materials and supplies

(26)

17

40

Regulatory assets and liabilities, net

(88)

13

(12)

Other current liabilities

(73)

(22)

6

Other

(33)

(2)

11

(350)

(361)

(565)

—

65

—

(100)

(75)

32

Other
Change in current assets and current liabilities
Accounts receivable

Other operating activities
Defined benefit plans - funding
Proceeds from transfer of excess benefit plan funds
Other assets
Other liabilities
Net cash provided by operating activities

16

40

2,427

2,821

2,461

(12)

(3,083)

(3,238)

(3,133)

(55)

(65)

—

69

6

—

Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Purchase of investments
Proceeds from the sale of investments
Other investing activities
Net cash used in investing activities

(11)

(64)

(28)

(3,080)

(3,361)

(3,161)

1,465

1,059

1,515

Cash Flows from Financing Activities
Issuance of long-term debt
Retirement of long-term debt

(300)

Issuance of common stock

(277)

1,167

Payment of common stock dividends

698

(1,192)

Net increase (decrease) in short-term debt

Net cash provided by financing activities
Effect of Exchange Rates on Cash, Cash Equivalents and Restricted Cash

453

(1,133)

(278)

Other financing activities

(168)

(1,072)

363

115

(26)

(20)

(19)

836

690

824

10

(18)

15

Net Increase in Cash, Cash Equivalents and Restricted Cash

193

132

139

Cash, Cash Equivalents and Restricted Cash at Beginning of Period

643

511

372

$

836

$

643

$

511

Interest - net of amount capitalized

$

905

$

910

$

845

Income taxes - net

$

93

$

127

$

65

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

$

340

$

345

$

360

Accrued expenditures for intangible assets at December 31,

$

79

$

64

$

68

Cash, Cash Equivalents and Restricted Cash at End of Period

Supplemental Disclosures of Cash Flow Information
Cash paid during the period for:

Significant non-cash transactions:

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Corporation and Subsidiaries
(Millions of Dollars, shares in thousands)

2019

2018

Assets
Current Assets
Cash and cash equivalents

$

815

$

621

Accounts receivable (less reserve: 2019, $58; 2018, $56)
Customer

687

663

Other

105

107

Unbilled revenues

504

496

Fuel, materials and supplies

332

303

79

70

Prepayments
Price risk management assets

147

109

Other current assets

98

63

Total Current Assets

2,767

2,432

42,709

39,734

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

8,055

7,310

34,654

32,424

Non-regulated property, plant and equipment

357

355

Less: accumulated depreciation - non-regulated property, plant and equipment

109

101

Regulated utility plant, net

Non-regulated property, plant and equipment, net

248

254

1,580

1,780

36,482

34,458

Regulatory assets

1,492

1,673

Goodwill

3,198

3,162

Other intangibles

742

716

Pension benefit asset

464

535

Price risk management assets

149

228

Construction work in progress
Property, Plant and Equipment, net
Other Noncurrent Assets

Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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6,431

6,506

45,680

$

43,396
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Corporation and Subsidiaries
(Millions of Dollars, shares in thousands)

2019

2018

Liabilities and Equity
Current Liabilities
Short-term debt

$

Long-term debt due within one year

1,151

$

1,430

1,172

530

956

989

99

110

Interest

294

278

Dividends

317

296

Customer deposits

261

257

Regulatory liabilities

115

122

Other current liabilities

535

551

4,900

4,563

20,721

20,069

Deferred income taxes

3,088

2,796

Investment tax credits

124

126

Accrued pension obligations

587

771

Asset retirement obligations

212

264

2,572

2,714

485

436

7,068

7,107

Accounts payable
Taxes

Total Current Liabilities
Long-term Debt
Deferred Credits and Other Noncurrent Liabilities

Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities
Commitments and Contingent Liabilities (Notes 7 and 13)
Equity
Common stock - $0.01 par value (a)
Additional paid-in capital
Earnings reinvested

7
11,021

5,127

4,593

Accumulated other comprehensive loss

(4,358)

(3,964)

Total Equity

12,991

11,657

$

Total Liabilities and Equity

(a)

8
12,214

1,560,000 shares authorized; 767,233 and 720,323 shares issued and outstanding at December 31, 2019 and December 31, 2018.
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF EQUITY
PPL Corporation and Subsidiaries
(Millions of Dollars)

PPL Shareowners
Common
stock shares
outstanding
(a)

December 31, 2016

679,731

Common stock issued

Additional
paid-in
capital

Common
stock

$

7

$

9,841

13,667

Earnings
reinvested

$

3,829

Accumulated other
comprehensive
loss

$

(18)

(18)
1,128

Dividends and dividend equivalents (b)

1,128

(1,086)

(1,086)

Other comprehensive income (loss)

356
693,398

December 31, 2017
Common stock issued

$

7

$

10,305

26,925

$

3,871

$

(2)

1,827

(1,156)

(1,156)

Other comprehensive income (loss)
Adoption of reclassification of certain tax effects from
AOCI guidance cumulative effect adjustment (Note 1)

51
720,323

$

46,910

7

$

11,021

1

$

4,593

$

(491)

(491)

(51)

—

(3,964)

$

1,184

Stock-based compensation

9

9
1,746

Dividends and dividend equivalents (b)

1,746

(1,212)

(1,212)

Other comprehensive income (loss)

(394)
$

8

$

12,214

$

5,127

Shares in thousands. Each share entitles the holder to one vote on any question presented at any shareowners' meeting.
Dividends declared per share of common stock at December 31, 2019, 2018 and 2017 were: $1.65, $1.64 and $1.58.
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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11,657
1,185

Net income

767,233

10,761

(2)
1,827

Dividends and dividend equivalents (b)

(a)
(b)

356
$

718

Net income

December 31, 2019

(3,422)

718

Stock-based compensation

9,899
482

Net income

Common stock issued

Total

$

482

Stock-based compensation

December 31, 2018

(3,778)

$

(4,358)

(394)
$

12,991
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CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
PPL Electric Utilities Corporation and Subsidiaries
(Millions of Dollars)

2019
Operating Revenues

$

2018

2,358

$

2017

2,277

$

2,195

Operating Expenses
Operation
Energy purchases

549

544

507

Other operation and maintenance

566

578

572

Depreciation

386

352

309

Taxes, other than income

112

109

107

Total Operating Expenses

1,613

1,583

1,495

745

694

700

Other Income (Expense) - net

25

23

12

Interest Income from Affiliate

6

8

5

Interest Expense

170

159

142

Income Before Income Taxes

606

566

575

Income Taxes

149

136

213

Operating Income

$

Net Income (a)
(a)

Net income equals comprehensive income.
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
PPL Electric Utilities Corporation and Subsidiaries
(Millions of Dollars)

2019

2018

2017

Cash Flows from Operating Activities
Net income

$

457

$

430

$

362

Adjustments to reconcile net income to net cash provided by (used in) operating activities
Depreciation

386

352

309

Amortization

24

22

33

Defined benefit plans - expense

—

3

12

90

125

258

Deferred income taxes and investment tax credits
Other

(19)

(4)

(8)

Change in current assets and current liabilities
Accounts receivable

33

47

(57)

Accounts payable

5

10

3

Unbilled revenues

(14)

7

(13)

(1)

1

3

(43)

(19)

(5)

Prepayments
Regulatory assets and liabilities
Taxes payable
Other

1

4

(4)

(11)

10

(1)

(21)

(28)

(24)

15

(37)

15

Other operating activities
Defined benefit plans - funding
Other assets
Other liabilities
Net cash provided by operating activities

11

55

913

978

(3)
880

Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Expenditures for intangible assets
Other investing activities
Net cash used in investing activities

(1,114)

(1,192)

(1,244)

(7)

(4)

(10)

4

3

2

(1,117)

(1,193)

(1,252)

Cash Flows from Financing Activities
Issuance of long-term debt
Retirement of long-term debt
Contributions from PPL
Payment of common stock dividends to parent

393

398

470

(100)

—

—

400

429

575

(486)

(390)

(336)

—

(295)

Net decrease in short-term debt
Other financing activities

(8)

Net cash provided by financing activities

(4)

199

Net Increase (Decrease) in Cash, Cash Equivalents and Restricted Cash

(5)

Cash, Cash Equivalents and Restricted Cash at Beginning of Period

269

(6)

433

408

218

36

51

15

$

264

$

269

$

51

Interest - net of amount capitalized

$

154

$

144

$

128

Income taxes - net

$

32

$

(20)

$

4

$

180

$

158

$

133

Cash, Cash Equivalents and Restricted Cash at End of Period
Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:

Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at December 31,

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Electric Utilities Corporation and Subsidiaries
(Millions of Dollars, shares in thousands)

2019

2018

Assets
Current Assets
Cash and cash equivalents

$

262

$

267

Accounts receivable (less reserve: 2019, $28; 2018, $27)
Customer
Other
Accounts receivable from affiliates
Unbilled revenues
Materials and supplies
Prepayments
Regulatory assets

258

264

22

38

11

11

134

120

33

25

6

5

26

11

Other current assets

9

9

Total Current Assets

761

750

12,589

11,637

3,078

2,856

9,511

8,781

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

597

586

10,108

9,367

Regulatory assets

726

824

Intangibles

263

260

43

42

1,032

1,126

Property, Plant and Equipment, net
Other Noncurrent Assets

Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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11,901

$

11,243
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Electric Utilities Corporation and Subsidiaries
(Millions of Dollars, shares in thousands)

2019

2018

Liabilities and Equity
Current Liabilities
Accounts payable

$

438

$

418

Accounts payable to affiliates

32

25

Taxes

13

12

Interest

41

37

Regulatory liabilities

96

74

Other current liabilities

93

101

Total Current Liabilities

713

667

3,985

3,694

1,447

1,320

Accrued pension obligations

179

282

Regulatory liabilities

599

675

Long-term Debt
Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes

Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

146

144

2,371

2,421

364

364

3,558

3,158

910

939

4,832

4,461

Commitments and Contingent Liabilities (Notes 7 and 13)
Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
$

Total Liabilities and Equity
(a)

170,000 shares authorized; 66,368 shares issued and outstanding at December 31, 2019 and December 31, 2018.
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF EQUITY
PPL Electric Utilities Corporation and Subsidiaries
(Millions of Dollars)

Common stock
shares
outstanding
(a)
December 31, 2016

66,368

Additional
paid-in
capital

Common
stock
$

364

$

2,154

Earnings
reinvested
$

Net income
Capital contributions from parent

$

66,368

December 31, 2017

$

364

$

2,729

362

(336)

(336)

575
$

Net income
Capital contributions from parent

899

$

430

(390)

(390)

429

Dividends declared on common stock
66,368

$

364

$

3,158

$

Net income
Capital contributions from parent

939

$

457

(486)

(486)

400

Dividends declared on common stock
66,368

$

364

$

3,558

Shares in thousands. All common shares of PPL Electric stock are owned by PPL.
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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4,461

457
400

December 31, 2019

3,992

430
429

December 31, 2018

3,391

362
575

Dividends declared on common stock

(a)

873

Total

$

910

$

4,832
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CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries
(Millions of Dollars)

2019
Operating Revenues

$

2018

3,206

$

2017

3,214

$

3,156

Operating Expenses
Operation
Fuel

709

799

759

Energy purchases

174

201

178

Other operation and maintenance

861

848

801

Depreciation

547

475

439

Taxes, other than income

74

70

65

Total Operating Expenses

2,365

2,393

2,242

Operating Income

841

821

914

Other Income (Expense) - net

(13)

(16)

Interest Expense

226

206

197

Interest Expense with Affiliate

31

25

18

Income Before Income Taxes

571

574

691

Income Taxes

103

129

375

$

Net Income

468

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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445

(8)

$

316
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries
(Millions of Dollars)

2019
Net income

$

2018
468

$

2017
445

$

316

Other comprehensive income (loss):
Amounts arising during the period - gains (losses), net of tax (expense) benefit:
Defined benefit plans:
Prior service costs, net of tax of $0, $0, $1

(1)

—

(2)

Net actuarial gain (loss), net of tax of $2, ($2), $13

(6)

7

(23)

—

—

1

Prior service costs, net of tax of $0, $0, ($1)

1

2

1

Net actuarial (gain) loss, net of tax of $1, ($3), ($2)

2

8

5

(4)

17

(18)

Reclassifications to net income - (gains) losses, net of tax expense (benefit):
Equity investees' other comprehensive (income) loss, net of tax of $0, $0, $0
Defined benefit plans:

Total other comprehensive income (loss)
$

Comprehensive income

464

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries
(Millions of Dollars)

2019

2018

2017

Cash Flows from Operating Activities
Net income

$

468

$

445

$

316

Adjustments to reconcile net income to net cash provided by (used in) operating activities
Depreciation

547

475

439

Amortization

27

18

24

Defined benefit plans - expense

11

17

25

Deferred income taxes and investment tax credits

82

94

294

Other

(3)

(4)

—

Change in current assets and current liabilities
Accounts receivable

(16)

1

(12)

Accounts payable

(26)

39

(9)

2

2

2

Accounts payable to affiliates
Unbilled revenues
Fuel, materials and supplies
Regulatory assets and liabilities, net

5

34

(33)

—

7

45

(45)

32

(7)

Taxes payable

(5)

(3)

27

Other

(8)

(24)

41

Defined benefit plans - funding

(34)

(131)

(35)

Expenditures for asset retirement obligations

(89)

(72)

(34)

Other assets

(3)

(24)

8

Other liabilities

25

9

8

938

915

1,099

Other operating activities

Net cash provided by operating activities
Cash Flows from Investing Activities
Expenditures for property, plant and equipment

(1,094)

Other investing activities

(1,117)

—

Net cash used in investing activities

(892)

1

(1,094)

4

(1,116)

(888)

Cash Flows from Financing Activities
Net increase (decrease) in notes payable with affiliates

37

(112)

62

Issuance of long-term note with affiliate

—

250

—

Issuance of long-term debt
Retirement of long-term debt
Acquisition of outstanding bonds
Remarketing of reacquired bonds
Distributions to member
Contributions from member
Net increase (decrease) in short-term debt
Other financing activities

705

118

160

(200)

(27)

(70)

(40)

—

—

40

—

—

(308)

(302)

(402)

63

—

—

(126)

270

59

(12)

Net cash provided by (used in) financing activities

(2)

159

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period

(3)

195

(194)

3

(6)

17

24

30

13

$

27

$

24

$

30

Interest - net of amount capitalized

$

237

$

218

$

204

Income taxes - net

$

29

$

46

$

48

$

113

$

150

$

174

Cash and Cash Equivalents at End of Period

Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:

Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at December 31,

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries
(Millions of Dollars)

2019

2018

Assets
Current Assets
Cash and cash equivalents

$

27

$

24

Accounts receivable (less reserve: 2019, $28; 2018, $27)
Customer

260

Other

239

71

63

Unbilled revenues

164

169

Fuel, materials and supplies

250

248

Prepayments

30

25

Regulatory assets

41

25

Other current assets

2

—

Total Current Assets

845

793

14,646

13,721

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

2,356

2,125

12,290

11,596

794

1,018

13,084

12,614

Regulatory assets

766

849

Goodwill

996

996

Property, Plant and Equipment, net
Other Noncurrent Assets

Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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2,002

2,005
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$
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries
(Millions of Dollars)

2019

2018

Liabilities and Equity
Current Liabilities
Short-term debt

$

388

$

514

Long-term debt due within one year

975

530

Notes payable with affiliates

150

113

Accounts payable

316

366

Accounts payable to affiliates

11

9

Customer deposits

62

61

Taxes

58

63

4

4

Regulatory liabilities

19

48

Interest

40

32

Asset retirement obligations

70

82

Price risk management liabilities

Other current liabilities
Total Current Liabilities

153

126

2,246

1,948

4,377

4,322

Long-term Debt
Long-term debt
Long-term debt to affiliate

650

650

5,027

4,972

Deferred income taxes

1,069

956

Investment tax credits

124

126

Total Long-term Debt
Deferred Credits and Other Noncurrent Liabilities

Price risk management liabilities
Accrued pension obligations
Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

17

16

233

282

145

214

1,973

2,039

155

136

3,716

3,769

4,942

4,723

Commitments and Contingent Liabilities (Notes 7 and 13)
Member's equity
Total Liabilities and Equity

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

102

15,931

$

15,412

Table of Contents

CONSOLIDATED STATEMENTS OF EQUITY
LG&E and KU Energy LLC and Subsidiaries
(Millions of Dollars)

Member's
Equity
December 31, 2016

$

Net income

4,667
316

Distributions to member

(402)

Other comprehensive income (loss)

(18)

December 31, 2017

$

4,563

Net income

$

445

Distributions to member

(302)

Other comprehensive income (loss)

17

December 31, 2018

$

4,723

Net income

$

468

Contributions from member

63

Distributions to member

(308)

Other comprehensive income (loss)

(4)
$

December 31, 2019
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
Louisville Gas and Electric Company
(Millions of Dollars)

2019

2018

2017

Operating Revenues
Retail and wholesale

$

Electric revenue from affiliate

1,473

$

1,467

$

1,422

27

29

31

1,500

1,496

1,453

Fuel

289

308

292

Energy purchases

154

183

160

7

13

10

387

376

350

Total Operating Revenues
Operating Expenses
Operation

Energy purchases from affiliate
Other operation and maintenance
Depreciation

231

195

183

Taxes, other than income

39

36

33

Total Operating Expenses

1,107

1,111

1,028

Operating Income

393

385

425

Other Income (Expense) – net

(11)

(12)

(10)

Interest Expense

87

76

71

295

297

344

63

64

131

Income Before Income Taxes
Income Taxes
$

Net Income (a)
(a)

232

Net income equals comprehensive income.
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
Louisville Gas and Electric Company
(Millions of Dollars)

2019

2018

2017

Cash Flows from Operating Activities
Net income

$

232

$

233

$

213

Adjustments to reconcile net income to net cash provided by (used in) operating activities
Depreciation

231

195

183

Amortization

15

14

14

Defined benefit plans - expense

3

3

7

Deferred income taxes and investment tax credits

56

60

126

Other

—

—

1

(9)

4

(7)

Change in current assets and current liabilities
Accounts receivable
Accounts receivable from affiliates

6

—

4

(10)

10

(7)

Accounts payable to affiliates

5

1

(4)

Unbilled revenues

1

14

(16)

Fuel, materials and supplies

5

4

12

Accounts payable

Regulatory assets and liabilities, net
Taxes payable
Other

(19)

5

(5)

7

1

(15)

(5)

(10)

16

Other operating activities
Defined benefit plans - funding

(6)

(61)

(4)

(30)

(22)

(15)

Other assets

(1)

(12)

5

Other liabilities

11

4

4

492

443

512

(482)

(554)

(458)

(482)

(554)

(458)

399

100

160

(200)

—

(70)

(40)

—

—

Expenditures for asset retirement obligations

Net cash provided by operating activities
Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Net cash used in investing activities
Cash Flows from Financing Activities
Issuance of long-term debt
Retirement of long-term debt
Acquisition of outstanding bonds
Remarketing of reacquired bonds
Payment of common stock dividends to parent
Contributions from parent
Net increase (decrease) in short-term debt
Other financing activities

40

—

—

(182)

(156)

(192)

25

83

30

(41)

80

30

(6)

(1)

Net cash provided by (used in) financing activities

(5)

Net Increase (Decrease) in Cash and Cash Equivalents

5

Cash and Cash Equivalents at Beginning of Period

(2)

106

(44)

(5)

10

10

15

5

$

15

$

10

$

15

Interest - net of amount capitalized

$

77

$

71

$

65

Income taxes - net

$

2

$

7

$

22

$

59

$

61

$

92

Cash and Cash Equivalents at End of Period

Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:

Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at December 31,

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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BALANCE SHEETS AT DECEMBER 31,
Louisville Gas and Electric Company
(Millions of Dollars, shares in thousands)

2019

2018

Assets
Current Assets
Cash and cash equivalents

$

15

$

10

Accounts receivable (less reserve: 2019, $1; 2018, $1)
Customer
Other
Unbilled revenues
Accounts receivable from affiliates

121

110

41

30

76

77

18

24

122

127

Prepayments

14

12

Regulatory assets

Fuel, materials and supplies

25

21

Other current assets

1

—

Total Current Assets

433

411

6,372

5,816

846

741

5,526

5,075

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

297

514

5,823

5,589

Regulatory assets

380

431

Goodwill

389

389

41

47

Property, Plant and Equipment, net
Other Noncurrent Assets

Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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BALANCE SHEETS AT DECEMBER 31,
Louisville Gas and Electric Company
(Millions of Dollars, shares in thousands)

2019

2018

Liabilities and Equity
Current Liabilities
Short-term debt

$

Long-term debt due within one year
Accounts payable

238

$

279

—

434

172

172

Accounts payable to affiliates

31

26

Customer deposits

31

29

Taxes

33

26

4

4

2

17

Price risk management liabilities
Regulatory liabilities
Interest

15

11

Asset retirement obligations

24

23

Other current liabilities

47

39

Total Current Liabilities

597

1,060

2,005

1,375

Deferred income taxes

697

628

Investment tax credits

34

34

Price risk management liabilities

17

16

Asset retirement obligations

49

80

883

915

Long-term Debt
Deferred Credits and Other Noncurrent Liabilities

Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

89

88

1,769

1,761

Commitments and Contingent Liabilities (Notes 7 and 13)
Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
Total Liabilities and Equity
(a)

$

75,000 shares authorized; 21,294 shares issued and outstanding at December 31, 2019 and December 31, 2018.
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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1,795
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$
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STATEMENTS OF EQUITY
Louisville Gas and Electric Company
(Millions of Dollars)
Common
stock
shares
outstanding
(a)

December 31, 2016

21,294

Additional
paid-in
capital

Common
stock

$

424

$

Earnings
reinvested

1,682

$

Net income

370

Total

$

213

Capital contributions from LKE

213

30

30

Cash dividends declared on common stock

(192)
21,294

December 31, 2017

$

424

$

1,712

$

Net income
Capital contributions from LKE

391

(192)
$

21,294

$

424

$

1,795

233

(156)

(156)

83
$

Net income
Capital contributions from LKE

468

$

232

(182)

(182)

25

Cash dividends declared on common stock
21,294

$

424

$

1,820

(a) Shares in thousands. All common shares of LG&E stock are owned by LKE.
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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232
25

December 31, 2019

2,527

233
83

Cash dividends declared on common stock
December 31, 2018

2,476

$

518

$

2,762
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STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
Kentucky Utilities Company
(Millions of Dollars)

2019

2018

2017

Operating Revenues
Retail and wholesale

$

Electric revenue from affiliate

1,733

$

1,747

$

1,734

7

13

10

1,740

1,760

1,744

420

491

467

Energy purchases

20

18

18

Energy purchases from affiliate

27

29

31

438

441

423

Total Operating Revenues
Operating Expenses
Operation
Fuel

Other operation and maintenance
Depreciation

315

279

255

Taxes, other than income

35

34

32

Total Operating Expenses

1,255

1,292

1,226

485

468

518

Operating Income
Other Income (Expense) – net

(4)

(6)

(4)

Interest Expense

109

100

96

Income Before Income Taxes

372

362

418

79

76

159

Income Taxes
$

Net Income (a)
(a)

293

Net income approximates comprehensive income.
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
Kentucky Utilities Company
(Millions of Dollars)

2019

2018

2017

Cash Flows from Operating Activities
Net income

$

293

$

286

$

259

Adjustments to reconcile net income to net cash provided by (used in) operating activities
Depreciation

315

279

255

Amortization

10

3

9

Defined benefit plans - expense

(1)

—

4

Deferred income taxes and investment tax credits

39

48

152

Other

(3)

(4)

—

Change in current assets and current liabilities
Accounts receivable
Accounts payable
Accounts payable to affiliates
Unbilled revenues
Fuel, materials and supplies
Regulatory assets and liabilities, net
Taxes payable
Other

(3)

(4)

(5)

(15)

29

—

(2)

(3)

(6)

4

20

(17)

(6)

3

32

(26)

27

(2)

2

5

(26)

(6)

(3)

9

(3)

(54)

(23)

(59)

(50)

(19)

(2)

(12)

3

Other operating activities
Defined benefit plans - funding
Expenditures for asset retirement obligations
Other assets
Other liabilities
Net cash provided by operating activities

16

11

9

553

581

634

(610)

(562)

(432)

Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Other investing activities

—

Net cash used in investing activities

1

4

(610)

(561)

(428)

306

18

—

Cash Flows from Financing Activities
Issuance of long-term debt
Retirement of long-term debt
Payment of common stock dividends to parent
Contributions from parent
Net increase (decrease) in short-term debt
Other financing activities
Net cash provided by (used in) financing activities

—

(27)

—

(229)

(246)

(226)

68

45

—

(85)

190

29

(5)

(1)

(1)

55

(21)

(198)

Net Increase (Decrease) in Cash and Cash Equivalents

(2)

(1)

8

Cash and Cash Equivalents at Beginning of Period

14

15

7

$

12

$

14

$

15

Interest - net of amount capitalized

$

101

$

95

$

92

Income taxes - net

$

39

$

25

$

34

$

54

$

88

$

82

Cash and Cash Equivalents at End of Period
Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:

Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at December 31,

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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BALANCE SHEETS AT DECEMBER 31,
Kentucky Utilities Company
(Millions of Dollars, shares in thousands)

2019

2018

Assets
Current Assets
Cash and cash equivalents

$

12

$

14

Accounts receivable (less reserve: 2019, $1; 2018, $2)
Customer
Other
Unbilled revenues
Fuel, materials and supplies

139

129

27

34

88

92

128

121

Prepayments

14

11

Regulatory assets

16

4

Other current assets

1

—

Total Current Assets

425

405

Regulated utility plant

8,262

7,895

Less: accumulated depreciation - regulated utility plant

1,507

1,382

6,755

6,513

Property, Plant and Equipment

Regulated utility plant, net
Construction work in progress

496

503

7,251

7,016

Regulatory assets

386

418

Goodwill

607

607

Property, Plant and Equipment, net
Other Noncurrent Assets

Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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BALANCE SHEETS AT DECEMBER 31,
Kentucky Utilities Company
(Millions of Dollars, shares in thousands)

2019

2018

Liabilities and Equity
Current Liabilities
Short-term debt

$

150

$

235

Long-term debt due within one year

500

96

Accounts payable

121

171

Accounts payable to affiliates

52

53

Customer deposits

31

32

Taxes

26

24

Regulatory liabilities

17

31

Interest

20

16

Asset retirement obligations

46

59

Other current liabilities

51

35

1,014

752

2,123

2,225

Deferred income taxes

792

735

Investment tax credits

90

92

Total Current Liabilities
Long-term Debt
Deferred Credits and Other Noncurrent Liabilities

Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

96

134

1,090

1,124

46

36

2,114

2,121

308

308

2,729

2,661

537

473

3,574

3,442

Commitments and Contingent Liabilities (Notes 7 and 13)
Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
Total Liabilities and Equity
(a)

$

80,000 shares authorized; 37,818 shares issued and outstanding at December 31, 2019 and December 31, 2018.
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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STATEMENTS OF EQUITY
Kentucky Utilities Company
(Millions of Dollars)

Common
stock
shares
outstanding
(a)

December 31, 2016

37,818

Additional
paid-in
capital

Common
stock

$

308

$

2,616

Accumulated
other
comprehensive
income
(loss)

Earnings
reinvested

$

Net income
Cash dividends declared on common stock

400

$

Total

$

259

259
(226)
1

37,818

December 31, 2017

$

308

$

2,616

$

Net income
Capital contributions from LKE

433

$

—

1
$

286

(246)

(246)

45

Cash dividends declared on common stock
37,818

$

308

$

2,661

$

Net income
Capital contributions from LKE

473

$

—

$

293

(229)

(229)

68

Cash dividends declared on common stock
37,818

$

308

$

2,729

$

537

Shares in thousands. All common shares of KU stock are owned by LKE.
The accompanying Notes to Financial Statements are an integral part of the financial statements.
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293
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December 31, 2019

3,357

286
45

December 31, 2018

3,323

(226)

Other comprehensive income (loss)

(a)

(1)

$

—

$

3,574
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COMBINED NOTES TO FINANCIAL STATEMENTS
Index to Combined Notes to Consolidated Financial Statements
The notes to the consolidated financial statements that follow are a combined presentation. The following list indicates the Registrants to which the footnotes
apply:
Registrant
PPL

PPL Electric

LKE

LG&E

KU

1. Summary of Significant Accounting Policies

x

x

x

x

x

2. Segment and Related Information

x

x

x

x

x

3. Revenue from Contracts with Customers

x

x

x

x

x

4. Preferred Securities

x

x

x

x

5. Earnings Per Share

x

6. Income and Other Taxes

x

x

x

x

x

7. Utility Rate Regulation

x

x

x

x

x

8. Financing Activities

x

x

x

x

x

9. Leases

x

x

x

x

10. Stock-Based Compensation

x

x

x

11. Retirement and Postemployment Benefits

x

x

x

x

x

12. Jointly Owned Facilities

x

x

x

x

13. Commitments and Contingencies

x

x

x

x

x

x

x

x

x

14. Related Party Transactions
15. Other Income (Expense) - net

x

x

16. Fair Value Measurements

x

x

x

x

x

17. Derivative Instruments and Hedging Activities

x

x

x

x

x

18. Goodwill and Other Intangible Assets

x

x

x

x

x

19. Asset Retirement Obligations

x

x

x

x

20. Accumulated Other Comprehensive Income (Loss)

x

x

21. New Accounting Guidance Pending Adoption

x

x

x

x

x

1. Summary of Significant Accounting Policies
(All Registrants)
General
Capitalized terms and abbreviations appearing in the combined notes to financial statements are defined in the glossary. Dollars are in millions, except per
share data, unless otherwise noted. The specific Registrant to which disclosures are applicable is identified in parenthetical headings in italics above the
applicable disclosure or within the applicable disclosure for each Registrants' related activities and disclosures. Within combined disclosures, amounts are
disclosed for any Registrant when significant.
Business and Consolidation
(PPL)
PPL is a utility holding company that, through its regulated subsidiaries, is primarily engaged in: 1) the distribution of electricity in the U.K.; 2) the
generation, transmission, distribution and sale of electricity and the distribution and sale of natural gas, primarily in Kentucky; and 3) the transmission,
distribution and sale of electricity in Pennsylvania. Headquartered in Allentown, PA, PPL's principal subsidiaries are PPL Global, LKE (including its
principal subsidiaries, LG&E and KU) and PPL Electric. PPL's corporate level financing subsidiary is PPL Capital Funding.
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WPD, a subsidiary of PPL Global, through indirect, wholly owned subsidiaries, operates distribution networks providing electricity service in the U.K. WPD
serves end-users in South Wales and southwest and central England. Its principal subsidiaries are WPD (South Wales), WPD (South West), WPD (East
Midlands) and WPD (West Midlands).
PPL consolidates WPD on a one-month lag. Material events, such as debt issuances that occur in the lag period, are recognized in the current period financial
statements. Events that are significant but not material are disclosed.
(PPL and PPL Electric)
PPL Electric is a cost-based rate-regulated utility subsidiary of PPL. PPL Electric's principal business is the transmission and distribution of electricity to
serve retail customers in its franchised territory in eastern and central Pennsylvania and the regulated supply of electricity to retail customers in that territory
as a PLR.
(PPL, LKE, LG&E and KU)
LKE is a utility holding company with cost-based rate-regulated utility operations through its subsidiaries, LG&E and KU. LG&E and KU are engaged in the
generation, transmission, distribution and sale of electricity. LG&E also engages in the distribution and sale of natural gas. LG&E and KU maintain their
separate identities and serve customers in Kentucky under their respective names. KU also serves customers in Virginia under the Old Dominion Power name.
(All Registrants)
The financial statements of the Registrants include each company's own accounts as well as the accounts of all entities in which the company has a
controlling financial interest. Entities for which a controlling financial interest is not demonstrated through voting interests are evaluated based on accounting
guidance for Variable Interest Entities (VIEs). The Registrants consolidate a VIE when they are determined to have a controlling interest in the VIE and, as a
result, are the primary beneficiary of the entity. The Registrants are not the primary beneficiary in any significant VIEs. Investments in entities in which a
company has the ability to exercise significant influence but does not have a controlling financial interest are accounted for under the equity method. All other
investments are carried at cost or fair value. All significant intercompany transactions have been eliminated.
The financial statements of PPL, LKE, LG&E and KU include their share of any undivided interests in jointly owned facilities, as well as their share of the
related operating costs of those facilities. See Note 12 for additional information.
Regulation
(PPL)
WPD operates in an incentive-based regulatory structure under distribution licenses granted by Ofgem. Electricity distribution revenues are set by Ofgem for
a given time period through price control reviews that are not directly based on cost recovery. The price control formula that governs WPD's allowed revenue
is designed to provide economic incentives to minimize operating, capital and financing costs. As a result, WPD is not subject to accounting for the effects of
certain types of regulation as prescribed by GAAP and does not record regulatory assets and liabilities.
(All Registrants)
PPL Electric, LG&E and KU are cost-based rate-regulated utilities for which rates are set by regulators to enable PPL Electric, LG&E and KU to recover the
costs of providing electric or gas service, as applicable, and to provide a reasonable return to shareholders. Base rates are generally established based on a
future test period. As a result, the financial statements are subject to the accounting for certain types of regulation as prescribed by GAAP and reflect the
effects of regulatory actions. Regulatory assets are recognized for the effect of transactions or events where future recovery of underlying costs is probable in
regulated customer rates. The effect of such accounting is to defer certain or qualifying costs that would otherwise currently be charged to expense.
Regulatory liabilities are recognized for amounts expected to be returned through future regulated customer rates. In certain cases, regulatory liabilities are
recorded based on an understanding or agreement with the regulator that rates have been set to recover expected future costs, and the regulated entity is
accountable for any amounts charged pursuant to such rates and not yet expended for the intended purpose. The accounting for regulatory assets and
regulatory liabilities is based on specific ratemaking decisions or precedent for each transaction or event as prescribed by the FERC or the applicable state
regulatory commissions. See Note 7 for additional details regarding regulatory matters.
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Accounting Records
The system of accounts for domestic regulated entities is maintained in accordance with the Uniform System of Accounts prescribed by the FERC and
adopted by the applicable state regulatory commissions.
Use of Estimates
The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities, the disclosure of contingent liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.
Loss Accruals
Potential losses are accrued when (1) information is available that indicates it is "probable" that a loss has been incurred, given the likelihood of uncertain
future events and (2) the amount of loss can be reasonably estimated. Accounting guidance defines "probable" as cases in which "the future event or events
are likely to occur." The Registrants continuously assess potential loss contingencies for environmental remediation, litigation claims, regulatory penalties and
other events. Loss accruals for environmental remediation are discounted when appropriate.
The accrual of contingencies that might result in gains is not recorded, unless realization is assured.
Earnings Per Share (PPL)
EPS is computed using the two-class method, which is an earnings allocation method for computing EPS that treats a participating security as having rights to
earnings that would otherwise have been available to common shareowners. Share-based payment awards that provide recipients a non-forfeitable right to
dividends or dividend equivalents are considered participating securities.
Price Risk Management
(All Registrants)
Interest rate contracts are used to hedge exposure to changes in the fair value of debt instruments and to hedge exposure to variability in expected cash flows
associated with existing floating-rate debt instruments or forecasted fixed-rate issuances of debt. Foreign currency exchange contracts are used to hedge
foreign currency exposures, primarily associated with PPL's investments in U.K. subsidiaries. Similar derivatives may receive different accounting treatment,
depending on management's intended use and documentation.
Certain contracts may not meet the definition of a derivative because they lack a notional amount or a net settlement provision. In cases where there is no net
settlement provision, markets are periodically assessed to determine whether market mechanisms have evolved to facilitate net settlement. Certain derivative
contracts may be excluded from the requirements of derivative accounting treatment because NPNS has been elected. These contracts are accounted for using
accrual accounting. Contracts that have been classified as derivative contracts are reflected on the balance sheets at fair value. The portion of derivative
positions that deliver within a year are included in "Current Assets" and "Current Liabilities," while the portion of derivative positions that deliver beyond a
year are recorded in "Other Noncurrent Assets" and "Deferred Credits and Other Noncurrent Liabilities."
Cash inflows and outflows related to derivative instruments are included as a component of operating, investing or financing activities on the Statements of
Cash Flows, depending on the classification of the hedged items.
PPL and its subsidiaries have elected not to offset net derivative positions against the right to reclaim cash collateral (a receivable) or the obligation to return
cash collateral (a payable) under master netting arrangements.
(PPL)
Processes exist that allow for subsequent review and validation of contract information as it relates to interest rate and foreign currency derivatives. The
accounting department provides the treasury department with guidelines on appropriate accounting
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classifications for various contract types and strategies. Examples of accounting guidelines provided to the treasury department staff include, but are not
limited to:
•

Transactions to lock in an interest rate prior to a debt issuance can be designated as cash flow hedges, to the extent the forecasted debt issuances remain
probable of occurring.

•

Cross-currency transactions to hedge interest and principal repayments can be designated as cash flow hedges.

•

Transactions to hedge fluctuations in the fair value of existing debt can be designated as fair value hedges.

•

Transactions to hedge the value of a net investment of foreign operations can be designated as net investment hedges.

•

Derivative transactions that do not qualify for cash flow or net investment hedge treatment are marked to fair value through earnings. These transactions
generally include foreign currency forwards and options to hedge GBP-denominated earnings translation risk associated with PPL's U.K. subsidiaries that
report their financial statements in GBP. As such, these transactions reduce earnings volatility due solely to changes in foreign currency exchange rates.

(All Registrants)
•

Derivative transactions may be marked to fair value through regulatory assets/liabilities at PPL Electric, LG&E and KU, if approved by the appropriate
regulatory body. These transactions generally include the effect of interest rate swaps that are included in customer rates.

(PPL and PPL Electric)
To meet its obligation as a PLR to its customers, PPL Electric has entered into certain contracts that meet the definition of a derivative. However, NPNS has
been elected for these contracts.
See Notes 16 and 17 for additional information on derivatives.
Revenue
(All Registrants)
Operating revenues are primarily recorded based on energy deliveries through the end of each calendar month. Unbilled retail revenues result because
customers' bills are rendered throughout the month, rather than bills being rendered at the end of the month. For LKE, LG&E and KU, unbilled revenues for a
month are calculated by multiplying an estimate of unbilled kWh by the estimated average cents per kWh. Any difference between estimated and actual
revenues is adjusted the following month when the previous unbilled estimate is reversed and actual billings occur. For PPL Electric, unbilled revenues for a
month are calculated by multiplying the actual unbilled kWh by an average rate per customer class.
PPL Electric's, LG&E's and KU's base rates are determined based on cost of service. Some regulators have also authorized the use of additional alternative
revenue programs, which enable PPL Electric, LG&E and KU to adjust future rates based on past activities or completed events. Revenues from alternative
revenue programs are recognized when the specific events permitting future billings have occurred. Revenues from alternative revenue programs are required
to be presented separately from revenues from contracts with customers. These amounts are, however, presented as revenues from contracts with customers,
with an offsetting adjustment to alternative revenue program revenue, when they are billed to customers in future periods. See Note 3 for additional
information.
(PPL)
WPD is currently operating under the eight-year price control period of RIIO-ED1, which commenced for electric distribution companies on April 1, 2015.
Ofgem has adopted a price control mechanism that establishes the amount of base demand revenue WPD can earn, subject to certain true-ups, and provides
for increased or reduced revenues based on incentives or penalties for performance relative to pre-established targets. WPD's allowed revenue primarily
includes base demand revenue (adjusted for inflation using RPI), performance incentive revenues/penalties and adjustments for over or under-recovery from
prior periods.
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As the regulatory model is incentive based rather than a cost recovery model, WPD is not subject to accounting for the effects of certain types of regulation as
prescribed by GAAP. Therefore, the accounting treatment of adjustments to base demand revenue and/or allowed revenue is evaluated based on revenue
recognition accounting guidance.
Unlike prior price control reviews, base demand revenue under RIIO-ED1 is adjusted during the price control period. The most significant of those
adjustments are:
•

Inflation True-Up - The base demand revenue for the RIIO-ED1 period was set based on 2012/13 prices. Therefore, an inflation factor as determined by
forecasted RPI, provided by HM Treasury, is applied to base demand revenue.
Forecasted RPI is trued up to actuals and affects future base demand revenue two regulatory years later. This revenue change is called the "TRU"
adjustment.

•

Annual Iteration Process (AIP) - The RIIO-ED1 price control period also includes an AIP. This allows future base demand revenues agreed with Ofgem
as part of the price control review, to be updated during the price control period for financial adjustments including tax, pensions, cost of debt, legacy
price control adjustments from preceding price control periods and adjustments relating to actual and allowed total expenditure, together with the Totex
Incentive Mechanism (TIM). Under the TIM, WPD's DNOs are able to retain 70% of any amounts not spent against the RIIO-ED1 plan and bear 70% of
any over-spends. The AIP calculates an incremental change to base demand revenue, known as the "MOD" adjustment.

As both MOD and TRU are changes to future base demand revenues as determined by Ofgem, these adjustments are recognized as a component of revenues
in future years in which service is provided and revenues are collected or returned to customers.
In addition to base demand revenue, certain other items are added or subtracted to arrive at allowed revenue. The most significant of these are:
•

Incentives - Ofgem has established incentives to provide opportunities for DNO's to enhance overall returns by improving network efficiency, reliability
and customer service. These incentives can result in an increase or reduction in revenues based on incentives or penalties for actual performance against
pre-established targets based on past performance. The annual incentives and penalties are reflected in customers' rates on a two-year lag from the time
they are earned and/or assessed. Incentive revenues and penalties are included in revenues when they are billed to customers.

•

Correction Factor - During the current price control period, WPD sets its tariffs to recover allowed revenue. However, in any fiscal period, WPD's
revenue could be negatively affected if its tariffs and the volume delivered do not fully recover the revenue allowed for a particular period. Conversely,
WPD could also over-recover revenue. Over and under-recoveries are subtracted from or added to allowed revenue in future years when billed to
customers, known as the "Correction Factor" or "K-factor." Over and under-recovered amounts arising for the period are refunded/recovered on a two
year lag.

Accounts Receivable
(All Registrants)
Accounts receivable are reported on the Balance Sheets at the gross outstanding amount adjusted for an allowance for doubtful accounts.
Allowance for Doubtful Accounts
Accounts receivable collectibility is evaluated using a combination of factors, including past due status based on contractual terms, trends in write-offs and
the age of the receivable. Specific events, such as bankruptcies, are also considered when applicable. Adjustments to the allowance for doubtful accounts are
made when necessary based on the results of analysis, the aging of receivables and historical and industry trends.
Accounts receivable are written off in the period in which the receivable is deemed uncollectible.
The changes in the allowance for doubtful accounts were:
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Additions
Balance at
Beginning of Period

Charged to Income

$

$

Charged to
Other Accounts

Balance at
End of Period

Deductions (a)

PPL
2019

56

37

$

3

$

38

$

58

2018

51

41

3

39

56

2017

54

28

(1)

30

51

PPL Electric
2019

$

27

$

26

$

—

$

25

$

28

2018

24

29

—

26

27

2017

28

18

—

22

24

LKE
2019

$

27

$

8

$

3

$

10

$

28

2018

25

10

3

11

27

2017

24

8

(1)

6

25

LG&E
2019

$

1

$

2

$

2

$

4

$

1

2018

1

4

1

5

1

2017

2

2

(1)

2

1

KU
2019

$

2

$

4

$

1

$

6

$

1

2018

1

5

2

6

2

2017

2

4

(1)

4

1

(a)

Primarily related to uncollectible accounts written off.

Cash
(All Registrants)
Cash Equivalents
All highly liquid investments with original maturities of three months or less are considered to be cash equivalents.
(PPL and PPL Electric)
Restricted Cash and Cash Equivalents
Bank deposits and other cash equivalents that are restricted by agreement or that have been clearly designated for a specific purpose are classified as restricted
cash and cash equivalents. On the Balance Sheets, the current portion of restricted cash and cash equivalents is included in "Other current assets," while the
noncurrent portion is included in "Other noncurrent assets."
Reconciliation of Cash, Cash Equivalents and Restricted Cash
The following provides a reconciliation of Cash, Cash Equivalents and Restricted Cash reported within the Balance Sheets that sum to the total of the same
amounts shown on the Statements of Cash Flows:
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PPL
December 31,
2019
Cash and cash equivalents

$

Restricted cash - current
Restricted cash - noncurrent (a)
$

Total Cash, Cash Equivalents and Restricted Cash

(a)

PPL Electric
December 31,
2018

815

$

December 31,
2019

621

$

December 31,
2018

262

$

267

3

3

2

2

18

19

—

—

836

$

643

$

264

$

269

Primarily consists of funds received by WPD, which are to be spent on approved initiatives to support a low carbon environment.

(All Registrants)
Fair Value Measurements
The Registrants value certain financial and nonfinancial assets and liabilities at fair value. Generally, the most significant fair value measurements relate to
price risk management assets and liabilities, investments in securities in defined benefit plans, and cash and cash equivalents. PPL and its subsidiaries use, as
appropriate, a market approach (generally, data from market transactions), an income approach (generally, present value techniques and option-pricing
models) and/or a cost approach (generally, replacement cost) to measure the fair value of an asset or liability. These valuation approaches incorporate inputs
such as observable, independent market data and/or unobservable data that management believes are predicated on the assumptions market participants would
use to price an asset or liability. These inputs may incorporate, as applicable, certain risks such as nonperformance risk, which includes credit risk.
The Registrants classify fair value measurements within one of three levels in the fair value hierarchy. The level assigned to a fair value measurement is based
on the lowest level input that is significant to the fair value measurement in its entirety. The three levels of the fair value hierarchy are as follows:
•

Level 1 - quoted prices (unadjusted) in active markets for identical assets or liabilities that are accessible at the measurement date. Active markets are
those in which transactions for the asset or liability occur with sufficient frequency and volume to provide pricing information on an ongoing basis.

•

Level 2 - inputs other than quoted prices included within Level 1 that are either directly or indirectly observable for substantially the full term of the asset
or liability.

•

Level 3 - unobservable inputs that management believes are predicated on the assumptions market participants would use to measure the asset or liability
at fair value.

Assessing the significance of a particular input requires judgment that considers factors specific to the asset or liability. As such, the Registrants' assessment
of the significance of a particular input may affect how the assets and liabilities are classified within the fair value hierarchy.
Investments
(All Registrants)
Generally, the original maturity date of an investment and management's intent and ability to sell an investment prior to its original maturity determine the
classification of investments as either short-term or long-term. Investments that would otherwise be classified as short-term, but are restricted as to
withdrawal or use for other than current operations or are clearly designated for expenditure in the acquisition or construction of noncurrent assets or for the
liquidation of long-term debts, are classified as long-term.
Short-term Investments
Short-term investments generally include certain deposits as well as securities that are considered highly liquid or provide for periodic reset of interest rates.
Investments with original maturities greater than three months and less than a year, as well as investments with original maturities of greater than a year that
management has the ability and intent to sell within a year, are included in "Other current assets" on the Balance Sheets.
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Long-Lived and Intangible Assets
Property,
Plant and Equipment
--- .------(All Registrants)
PP&E is recorded at original cost, unless impaired. PP&E acquired in business combinations is recorded at fair value at the time of acquisition. If impaired,
the asset is written down to fair value at that time, which becomes the new cost basis of the asset. Original cost for constructed assets includes material, labor,
contractor costs, certain overheads and financing costs, where applicable. Included in PP&E are capitalized costs of software projects that were developed or
obtained for internal use. The cost of repairs and minor replacements are charged to expense as incurred. The Registrants record costs associated with planned
major maintenance projects in the period in which work is performed and costs are incurred.
AFUDC is capitalized at PPL Electric as part of the construction costs for cost-based rate-regulated projects for which a return on such costs is recovered after
the project is placed in service. The debt component of AFUDC is credited to "Interest Expense" and the equity component is credited to "Other Income
(Expense) - net" on the Statements of Income. LG&E and KU generally do not record AFUDC as a return is provided on construction work in progress.
(PPL)
PPL capitalizes interest costs as part of construction costs. Capitalized interest, including the debt component of AFUDC for PPL, was $10 million in 2019,
$15 million in 2018 and $11 million 2017.
Depreciation
(All Registrants)
Depreciation is recorded over the estimated useful lives of property using various methods including the straight-line, composite and group methods. When a
component of PP&E that was depreciated under the composite or group method is retired, the original cost is charged to accumulated depreciation. When all
or a significant portion of an operating unit that
was depreciated under the composite or group method is retired or sold, the property and the related accumulated depreciation account is reduced and any
gain or loss is included in income, unless otherwise required by regulators. LG&E and KU accrue costs of removal net of estimated salvage value through
depreciation, which is included in the calculation of customer rates over the assets' depreciable lives in accordance with regulatory practices. Cost of removal
amounts accrued through depreciation rates are accumulated as a regulatory liability until the removal costs are incurred. For LKE, LG&E and KU, all ARO
depreciation expenses are reclassified to a regulatory asset. See "Asset Retirement Obligations" below and Note 7 for additional information. PPL Electric
records net costs of removal when incurred as a regulatory asset. The regulatory asset is subsequently amortized through depreciation over a five-year period,
which is recoverable in customer rates in accordance with regulatory practices.
Following are the weighted-average annual rates of depreciation, for regulated utility plant, for the years ended December 31:
2019

2018

2017

PPL

2.84%

2.77%

2.65%

PPL Electric

3.05%

3.01%

2.86%

LKE

3.96%

3.69%

3.64%

LG&E

3.87%

3.63%

3.63%

KU

4.02%

3.74%

3.66%

(All Registrants)
Goodwill and Other Intangible Assets
Goodwill represents the excess of the purchase price paid over the fair value of the identifiable net assets acquired in a business combination.
Other acquired intangible assets are initially measured based on their fair value. Intangibles that have finite useful lives are amortized over their useful lives
based upon the pattern in which the economic benefits of the intangible assets are consumed
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or otherwise used. Costs incurred to obtain an initial license and renew or extend terms of licenses are capitalized as intangible assets.
When determining the useful life of an intangible asset, including intangible assets that are renewed or extended, PPL and its subsidiaries consider:
•
•
•
•
•
•

the expected use of the asset;
the expected useful life of other assets to which the useful life of the intangible asset may relate;
legal, regulatory, or contractual provisions that may limit the useful life;
the company's historical experience as evidence of its ability to support renewal or extension;
the effects of obsolescence, demand, competition, and other economic factors; and,
the level of maintenance expenditures required to obtain the expected future cash flows from the asset.

Asset Impairment (Excluding Investments)
The Registrants review long-lived assets that are subject to depreciation or amortization, including finite-lived intangibles, for impairment when events or
circumstances indicate carrying amounts may not be recoverable.
A long-lived asset classified as held and used is impaired when the carrying amount of the asset exceeds the sum of the undiscounted cash flows expected to
result from the use and eventual disposition of the asset. If impaired, the asset's carrying value is written down to its fair value.
A long-lived asset classified as held for sale is impaired when the carrying amount of the asset (disposal group) exceeds its fair value less cost to sell. If
impaired, the asset's (disposal group's) carrying value is written down to its fair value less cost to sell.
PPL, LKE, LG&E and KU review goodwill for impairment at the reporting unit level annually or more frequently when events or circumstances indicate that
the carrying amount of a reporting unit may be greater than the unit's fair value. Additionally, goodwill must be tested for impairment in circumstances when
a portion of goodwill has been allocated to a business to be disposed. PPL's, LKE's, LG&E's and KU's reporting units are primarily at the operating segment
level.
PPL, LKE, LG&E and KU may elect either to initially make a qualitative evaluation about the likelihood of an impairment of goodwill or to bypass the
qualitative evaluation and test goodwill for impairment using a two-step quantitative test. If the qualitative evaluation (referred to as "step zero") is elected
and the assessment results in a determination that it is not more likely than not that the fair value of a reporting unit is less than the carrying amount, the twostep quantitative impairment test is not necessary. However, the quantitative impairment test is required if management concludes it is more likely than not
that the fair value of a reporting unit is less than the carrying amount based on the step zero assessment.
If the carrying amount of the reporting unit, including goodwill, exceeds its fair value, the implied fair value of goodwill must be calculated in the same
manner as goodwill in a business combination. The fair value of a reporting unit is allocated to all assets and liabilities of that unit as if the reporting unit had
been acquired in a business combination. The excess of the fair value of the reporting unit over the amounts assigned to its assets and liabilities is the implied
fair value of goodwill. If the implied fair value of goodwill is less than the carrying amount, goodwill is written down to its implied fair value.
PPL elected to bypass the qualitative step zero evaluation of goodwill and quantitatively tested the goodwill at its WPD reporting unit while LKE, LG&E and
KU qualitatively tested the goodwill of its reporting units for impairment as of the fourth quarter of 2019. No impairment was recognized.
(PPL, LKE, LG&E and KU)
Asset Retirement Obligations
PPL and its subsidiaries record liabilities to reflect various legal obligations associated with the retirement of long-lived assets. Initially, this obligation is
measured at fair value and offset with an increase in the value of the capitalized asset, which is depreciated over the asset's useful life. Until the obligation is
settled, the liability is increased through the recognition of accretion expense classified within "Other operation and maintenance" on the Statements of
Income to reflect changes in the obligation due to the passage of time. For LKE, LG&E and KU, all ARO accretion and depreciation expenses are reclassified
as a regulatory asset. ARO regulatory assets associated with certain CCR projects are amortized to expense in accordance with regulatory approvals. For other
AROs, at the time of retirement, the related ARO regulatory asset is offset against the associated cost of removal regulatory liability, PP&E and ARO liability.
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Estimated ARO costs and settlement dates, which affect the carrying value of the ARO and the related capitalized asset, are reviewed periodically to ensure
that any material changes are incorporated into the latest estimate of the ARO. Any change to the capitalized asset, positive or negative, is generally
amortized over the remaining life of the associated long-lived asset. See Note 7 and Note 19 for additional information on AROs.
Compensation and Benefits
Defined Benefits (All Registrants)
Certain PPL subsidiaries sponsor various defined benefit pension and other postretirement plans. An asset or liability is recorded to recognize the funded
status of all defined benefit plans with an offsetting entry to AOCI or, for LG&E, KU and PPL Electric, to regulatory assets or liabilities. Consequently, the
funded status of all defined benefit plans is fully recognized on the Balance Sheets.
The expected return on plan assets is determined based on a market-related value of plan assets, which is calculated by rolling forward the prior year marketrelated value with contributions, disbursements and long-term expected return on investments. One-fifth of the difference between the actual value and the
expected value is added (or subtracted if negative) to the expected value to determine the new market-related value.
PPL uses an accelerated amortization method for the recognition of gains and losses for its defined benefit pension plans. Under the accelerated method,
actuarial gains and losses in excess of 30% of the plan's projected benefit obligation are amortized on a straight-line basis over one-half of the required
amortization period. Actuarial gains and losses in excess of 10% of the greater of the plan's projected benefit obligation or the market-related value of plan
assets and less than 30% of the plan's projected benefit obligation are amortized on a straight-line basis over the full required amortization period.
See Note 7 for a discussion of the regulatory treatment of defined benefit costs and Note 11 for a discussion of defined benefits.
Stock-Based Compensation (PPL, PPL Electric and LKE)
PPL has several stock-based compensation plans for purposes of granting stock options, restricted stock, restricted stock units and performance units to
certain employees as well as stock units and restricted stock units to directors. PPL grants most stock-based awards in the first quarter of each year. PPL and
its subsidiaries recognize compensation expense for stock-based awards based on the fair value method. Forfeitures of awards are recognized when they
occur. See Note 10 for a discussion of stock-based compensation. All awards are recorded as equity or a liability on the Balance Sheets. Stock-based
compensation is primarily included in "Other operation and maintenance" on the Statements of Income. Stock-based compensation expense for PPL Electric
and LKE includes an allocation of PPL Services' expense.
Taxes
Income Taxes
(All Registrants)
PPL and its domestic subsidiaries file a consolidated U.S. federal income tax return.
Significant management judgment is required in developing the Registrants' provision for income taxes, primarily due to the uncertainty related to tax
positions taken or expected to be taken in tax returns, valuation allowances on deferred tax assets and whether the undistributed earnings of WPD are
considered indefinitely reinvested.
The Registrants use a two-step process to evaluate tax positions. The first step requires an entity to determine whether, based on the technical merits
supporting a particular tax position, it is more likely than not (greater than a 50% chance) that the tax position will be sustained. This determination assumes
that the relevant taxing authority will examine the tax position and is aware of all the relevant facts surrounding the tax position. The second step requires an
entity to recognize in the financial statements the benefit of a tax position that meets the more-likely-than-not recognition criterion. The benefit recognized is
measured at the largest amount of benefit that has a likelihood of realization, upon settlement, that exceeds 50%. Unrecognized tax benefits are classified as
current to the extent management expects to settle an uncertain tax position by payment or receipt of cash within one year of the reporting date. The amounts
ultimately paid upon resolution of issues raised by taxing authorities
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may differ materially from the amounts accrued and may materially impact the financial statements of the Registrants in future periods. At December 31,
2019, no significant changes in unrecognized tax benefits are projected over the next 12 months.
Deferred income taxes reflect the net future tax effects of temporary differences between the carrying amounts of assets and liabilities for accounting purposes
and their basis for income tax purposes, as well as the tax effects of net operating losses and tax credit carryforwards.
The Registrants record valuation allowances to reduce deferred income tax assets to the amounts that are more likely than not to be realized. The need for
valuation allowances requires significant management judgment. If the Registrants determine that they are able to realize deferred tax assets in the future in
excess of recorded net deferred tax assets, adjustments to the valuation allowances increase income by reducing tax expense in the period that such
determination is made. Likewise, if the Registrants determine that they are not able to realize all or part of net deferred tax assets in the future, adjustments to
the valuation allowances would decrease income by increasing tax expense in the period that such determination is made. The amount of deferred tax assets
ultimately realized may differ materially from the estimates utilized in the computation of valuation allowances and may materially impact the financial
statements in the future.
The Registrants defer investment tax credits when the credits are generated and amortize the deferred amounts over the average lives of the related assets.
The Registrants recognize tax-related interest and penalties in "Income Taxes" on their Statements of Income.
The Registrants use the portfolio approach method of accounting for deferred taxes related to pre-tax OCI transactions. The portfolio approach involves a
strict period-by-period cumulative incremental allocation of income taxes to the change in income and losses reflected in OCI. Under this approach, the net
cumulative tax effect is ignored. The net change in unrealized gains and losses recorded in AOCI under this approach would be eliminated only on the date
the entire balance is sold or otherwise disposed of.
See Note 6 for additional discussion regarding income taxes, including the impact of the TCJA and management's conclusion that the undistributed earnings
of WPD are considered indefinitely reinvested.
The provision for PPL's, PPL Electric's, LKE's, LG&E's and KU's deferred income taxes for regulatory assets and liabilities is based upon the ratemaking
principles reflected in rates established by the regulators. The difference in the provision for deferred income taxes for regulatory assets and liabilities and the
amount that otherwise would be recorded under GAAP is deferred and included on the Balance Sheets in noncurrent "Regulatory assets" or "Regulatory
liabilities."
(PPL Electric, LKE, LG&E and KU)
The income tax provision for PPL Electric, LG&E and KU is calculated in accordance with an intercompany tax sharing agreement, which provides that
taxable income be calculated as if PPL Electric, LG&E, KU and any domestic subsidiaries each filed a separate return. Tax benefits are not shared between
companies. The entity that generates a tax benefit is the entity that is entitled to the tax benefit. The effect of PPL filing a consolidated tax return is taken into
account in the settlement of current taxes and the recognition of deferred taxes.
At December 31, the following intercompany tax receivables (payables) were recorded:
2019
PPL Electric

$

2018
3

$

19

LKE

(8)

(16)

LG&E

(4)

—

KU

(6)

(5)

Taxes, Other Than Income (All Registrants)
The Registrants present sales taxes in "Other current liabilities" and PPL presents value-added taxes in "Taxes" on the Balance Sheets. These taxes are not
reflected on the Statements of Income. See Note 6 for details on taxes included in "Taxes, other than income" on the Statements of Income.
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(All Registrants)
Leases
The Registrants evaluate whether arrangements entered into contain leases for accounting purposes. See Note 9 for additional information.
Fuel, Materials and Supplies
Fuel, natural gas stored underground and materials and supplies are valued using the average cost method. Fuel costs for electricity generation are charged to
expense as used. For LG&E, natural gas supply costs are charged to expense as delivered to the distribution system. See Note 7 for further discussion of the
fuel adjustment clauses and gas supply clause.
(PPL, LKE, LG&E and KU)
"Fuel, materials and supplies" on the Balance Sheets consisted of the following at December 31:
PPL
2019
Fuel

$

Natural gas stored underground
Materials and supplies
Total

$

LKE
2018

106

$

2019
98

$

LG&E
2018

106

$

2019
98

$

KU
2018

43

$

2019
42

$

2018
63

35

41

35

41

35

41

—

191

164

109

109

44

44

65

332

$

303

$

250

$

248

$

122

$

127

$

128

$

56
—
65

$

121

Guarantees (All Registrants)
Generally, the initial measurement of a guarantee liability is the fair value of the guarantee at its inception. However, there are certain guarantees excluded
from the scope of accounting guidance and other guarantees that are not subject to the initial recognition and measurement provisions of accounting guidance
that only require disclosure. See Note 13 for further discussion of recorded and unrecorded guarantees.
Treasury Stock (PPL)
PPL restores all shares of common stock acquired to authorized but unissued shares of common stock upon acquisition.
Foreign Currency Translation and Transactions (PPL)
WPD's functional currency is the GBP, which is the local currency in the U.K. As such, assets and liabilities are translated to U.S. dollars at the exchange
rates on the date of consolidation and related revenues and expenses are generally translated at average exchange rates prevailing during the period included
in PPL's results of operations. Adjustments resulting from foreign currency translation are recorded in AOCI.
Gains or losses relating to foreign currency transactions are recognized in "Other Income (Expense) - net" on the Statements of Income. See Note 15 for
additional information.
New Accounting Guidance Adopted (All Registrants)
Accounting for Leases
Effective January 1, 2019, the Registrants adopted accounting guidance that requires lessees to recognize a right-of-use asset and lease liability for leases,
unless determined to meet the definition of a short-term lease. For income statement purposes, the FASB retained a dual model for lessees, requiring leases to
be classified as either operating or finance. Operating leases result in straight-line expense recognition. Currently, all Registrant leases are operating leases.
Lessor accounting under the new guidance is similar to the current model, but updated to align with certain changes to the lessee model and current revenue
recognition guidance. Lessors classify leases as operating, direct financing, or sales-type.
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In adopting this new guidance, the Registrants elected to use the following practical expedients:
• The Registrants did not re-assess the lease classifications or initial direct costs of existing leases. The Registrants also did not re-assess existing
contracts for leases or lease classification.
• The Registrants did not evaluate land easements that were not previously accounted for as leases under the new guidance. New land easements are
evaluated under the new guidance beginning January 1, 2019.
See Note 9 for the required disclosures resulting from the adoption of the new guidance.
(PPL, LKE, LG&E & KU)
The following table shows the amounts recorded on the Balance Sheets as of January 1, 2019 as a result of the adoption of the new lease guidance using a
modified retrospective transition method with transition applied as of the beginning of the period of adoption:
PPL
Right-of-Use Asset (a)

$

LKE
81

$

LG&E
56

$

KU
23

$

31

Lease Liability - Current (b)

23

18

9

9

Lease Liability - Noncurrent (c)

67

46

18

26

(a)
(b)
(c)

Right-of-Use Assets are recorded in "Other noncurrent assets" on the Balance Sheets.
Current lease liabilities are recorded in "Other current liabilities" on the Balance Sheets.
Noncurrent lease liabilities are recorded in "Other deferred credits and noncurrent liabilities" on the Balance Sheets.

Improvements to Accounting for Hedging Activities
Effective January 1, 2019, the Registrants adopted accounting guidance, using a modified retrospective approach, which reduces complexity when applying
hedge accounting as well as improves the transparency of an entity's risk management activities. This guidance eliminates the separate measurement and
reporting of hedge ineffectiveness for cash flow and net investment hedges and provides for the ability to perform subsequent qualitative effectiveness
assessments. The guidance also allows entities to apply the short-cut method to partial-term fair value hedges of interest rate risk as well as expands the
ability to apply the critical terms match method to cash flow hedges of groups of forecasted transactions.
See Note 17 for the additional disclosures of the income statement impacts of hedging activities required from the adoption of this guidance. Disclosures
related to ineffectiveness are no longer required. Other impacts of adopting this guidance were not material.
2. Segment and Related Information
(PPL)
PPL is organized into three segments: U.K. Regulated, Kentucky Regulated and Pennsylvania Regulated. PPL's segments are segmented by geographic
location.
The U.K. Regulated segment consists of PPL Global, which primarily includes WPD's regulated electricity distribution operations, the results of hedging the
translation of WPD's earnings from GBP into U.S. dollars, and certain costs, such as U.S. income taxes, administrative costs, and certain acquisition-related
financing costs.
The Kentucky Regulated segment consists primarily of LKE's regulated electricity generation, transmission and distribution operations of LG&E and KU, as
well as LG&E's regulated distribution and sale of natural gas. In addition, certain acquisition-related financing costs are allocated to the Kentucky Regulated
segment.
The Pennsylvania Regulated segment includes the regulated electricity transmission and distribution operations of PPL Electric. In addition, certain costs are
allocated to the Pennsylvania Regulated segment.
"Corporate and Other" primarily includes financing costs incurred at the corporate level that have not been allocated or assigned to the segments, certain other
unallocated costs, as well as the financial results of Safari Energy, which is presented to reconcile segment information to PPL's consolidated results.
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Income Statement data for the segments and reconciliation to PPL's consolidated results for the years ended December 31 are as follows:
2019

2018

2017

Operating Revenues from external customers (a)
U.K. Regulated

$

2,167

$

2,268

$

2,091

Kentucky Regulated

3,206

3,214

3,156

Pennsylvania Regulated

2,358

2,277

2,195

38

26

Corporate and Other
Total

5

$

7,769

$

7,785

$

7,447

$

250

$

247

$

230

Depreciation
U.K. Regulated
Kentucky Regulated

547

475

439

Pennsylvania Regulated

386

352

309

16

20

Corporate and Other
Total

30

$

1,199

$

1,094

$

1,008

$

25

$

34

$

34

Amortization (b)
U.K. Regulated
Kentucky Regulated

27

18

24

Pennsylvania Regulated

24

22

33

5

4

Corporate and Other
Total

6

$

81

$

78

$

97

$

62

$

(190)

$

166

Unrealized (gains) losses on derivatives and other hedging activities (c)
U.K. Regulated
Kentucky Regulated

6

Corporate and Other
Total

6

5

6

(2)

6

$

73

$

(186)

$

178

$

405

$

413

$

397

Interest Expense
U.K. Regulated
Kentucky Regulated

298

274

261

Pennsylvania Regulated

169

159

142

Corporate and Other
Total

122

117

101

$

994

$

963

$

901

$

1,169

$

1,339

$

804

Income Before Income Taxes
U.K. Regulated
Kentucky Regulated

530

531

645

Pennsylvania Regulated

607

567

575

Corporate and Other
Total

(151)

(152)

(112)

$

2,155

$

2,285

$

1,912

$

192

$

225

$

152

Income Taxes (d)
U.K. Regulated

94

120

359

Pennsylvania Regulated

Kentucky Regulated

149

136

216

Corporate and Other

(26)

(23)

57

Total

$

409

$

458

$

784

$

140

$

118

$

66

Deferred income taxes and investment tax credits (e)
U.K. Regulated
Kentucky Regulated

82

94

294

Pennsylvania Regulated

90

125

257

Corporate and Other

(3)

18

90

Total

$

309

$

355

$

707
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2019

2018

2017

Net Income
U.K. Regulated

$

977

$

1,114

$

652

Kentucky Regulated

436

411

286

Pennsylvania Regulated

458

431

359

Corporate and Other

(125)
$

Total

(a)
(b)
(c)
(d)
(e)

1,746

(129)
$

1,827

(169)
$

1,128

See Note 1 and Note 3 for additional information on Operating Revenues.
Represents non-cash expense items that include amortization of operating lease right-of-use assets, regulatory assets, debt discounts and premiums and debt issuance costs.
Includes unrealized gains and losses from economic activity. See Note 17 for additional information.
Represents both current and deferred income taxes, including investment tax credits. See Note 6 for additional information on the impact of the TCJA in 2018 and 2017.
Represents a non-cash expense item that is also included in "Income Taxes."

Cash Flow data for the segments and reconciliation to PPL's consolidated results for the years ended December 31 are as follows:
2019

2018

2017

Expenditures for long-lived assets
U.K. Regulated

$

857

$

954

$

1,015

Kentucky Regulated

1,097

1,117

892

Pennsylvania Regulated

1,121

1,196

1,254

32

1

10

Corporate and Other
$

Total

3,107

$

3,268

$

3,171

The following provides Balance Sheet data for the segments and reconciliation to PPL's consolidated results as of:
As of December 31,
2019

2018

Total Assets
U.K. Regulated (a)

$

17,622

$

16,700

Kentucky Regulated

15,597

15,078

Pennsylvania Regulated

11,918

11,257

Corporate and Other (b)

543
$

Total

(a)
(b)

45,680

361
$

43,396

Includes $13.2 billion and $12.4 billion of net PP&E as of December 31, 2019 and December 31, 2018. WPD is not subject to accounting for the effects of certain types of regulation as
prescribed by GAAP.
Primarily consists of unallocated items, including cash, PP&E, goodwill, the elimination of inter-segment transactions as well as the assets of Safari Energy.

Geographic data for the years ended December 31 are as follows:
2019

2018

2017

Revenues from external customers
U.K.

$

U.S.

2,167

$

2,268

5,602
$

Total

7,769

$

2,091

5,517
$

7,785

5,356
$

7,447

As of December 31,
2019

2018

Long-Lived Assets
U.K.

$

U.S.

13,618

$

23,607
$

Total
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37,225

12,791
22,384

$

35,175
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(PPL Electric, LKE, LG&E and KU)
PPL Electric has two operating segments that are aggregated into a single reportable segment. LKE, LG&E and KU are individually single operating and
reportable segments.
3. Revenue from Contracts with Customers
(All Registrants)
The following is a description of the principal activities from which the Registrants and PPL’s segments generate their revenues.
(PPL)
U.K. Regulated Segment Revenue
The U.K. Regulated Segment generates revenues from contracts with customers primarily from WPD’s DUoS operations.
DUoS revenues result from WPD charging licensed third-party energy suppliers for their use of WPD’s distribution systems to deliver energy to their
customers. WPD satisfies its performance obligation and DUoS revenue is recognized over-time as electricity is delivered. The amount of revenue recognized
is based on actual and forecasted volumes of electricity delivered during the period multiplied by a per-unit energy tariff, plus fixed charges. This method of
recognition fairly presents WPD's transfer of electric service to the customer as the calculation is based on volumes, and the tariff rate is set by WPD using a
methodology prescribed by Ofgem. Customers are billed monthly and outstanding amounts are typically due within 14 days of the invoice date.
DUoS customers are “at will” customers of WPD with no term contract and no minimum purchase commitment. Performance obligations are limited to the
service requested and received to date. Accordingly, there is no unsatisfied performance obligation associated with WPD’s DUoS contracts.
(PPL and PPL Electric)
Pennsylvania Regulated Segment Revenue
The Pennsylvania Regulated Segment generates substantially all of its revenues from contracts with customers from PPL Electric’s tariff-based distribution
and transmission of electricity.
Distribution Revenue
PPL Electric provides distribution services to residential, commercial, industrial, municipal and governmental end users of energy. PPL Electric satisfies its
performance obligation to its distribution customers and revenue is recognized over-time as electricity is delivered and simultaneously consumed by the
customer. The amount of revenue recognized is the volume of electricity delivered during the period multiplied by a per-unit of energy tariff, plus a monthly
fixed charge. This method of recognition fairly presents PPL Electric's transfer of electric service to the customer as the calculation is based on actual
volumes, and the per-unit of energy tariff rate and the monthly fixed charge are set by the PUC. Customers are typically billed monthly and outstanding
amounts are normally due within 21 days of the date of the bill.
Distribution customers are "at will" customers of PPL Electric with no term contract and no minimum purchase commitment. Performance obligations are
limited to the service requested and received to date. Accordingly, there is no unsatisfied performance obligation associated with PPL Electric’s retail account
contracts.
Transmission Revenue
PPL Electric generates transmission revenues from a FERC-approved PJM Open Access Transmission Tariff. An annual revenue requirement for PPL
Electric to provide transmission services is calculated using a formula-based rate. This revenue requirement is converted into a daily rate (dollars per day).
PPL Electric satisfies its performance obligation to provide transmission services and revenue is recognized over-time as transmission services are provided
and consumed. This method of
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recognition fairly presents PPL Electric's transfer of transmission services as the daily rate is set by a FERC approved formula-based rate. PJM remits
payment on a weekly basis.
PPL Electric's agreement to provide transmission services contains no minimum purchase commitment. The performance obligation is limited to the service
requested and received to date. Accordingly, PPL Electric has no unsatisfied performance obligations.
(PPL, LKE, LG&E and KU)
Kentucky Regulated Segment Revenue
The Kentucky Regulated Segment generates substantially all of its revenues from contracts with customers from LG&E's and KU's regulated tariff-based
sales of electricity and LG&E's regulated tariff-based sales of natural gas.
LG&E and KU are engaged in the generation, transmission, distribution and sale of electricity in Kentucky and, in KU's case, Virginia. LG&E also engages in
the distribution and sale of natural gas in Kentucky. Revenue from these activities is generated from tariffs approved by applicable regulatory authorities
including the FERC, KPSC and VSCC. LG&E and KU satisfy their performance obligations upon LG&E's and KU's delivery of electricity and LG&E's
delivery of natural gas to customers. This revenue is recognized over-time as the customer simultaneously receives and consumes the benefits provided by
LG&E and KU. The amount of revenue recognized is the billed volume of electricity or natural gas delivered multiplied by a tariff rate per-unit of energy,
plus any applicable fixed charges or additional regulatory mechanisms. Customers are billed monthly and outstanding amounts are typically due within 22
days of the date of the bill. Additionally, unbilled revenues are recognized as a result of customers' bills rendered throughout the month, rather than bills being
rendered at the end of the month. Unbilled revenues for a month are calculated by multiplying an estimate of unbilled kWh or Mcf delivered but not yet billed
by the estimated average cents per kWh or Mcf. Any difference between estimated and actual revenues is adjusted the following month when the previous
unbilled estimate is reversed and actual billings occur. This method of recognition fairly presents LG&E's and KU's transfer of electricity and LG&E's
transfer of natural gas to the customer as the amount recognized is based on actual and estimated volumes delivered and the tariff rate per-unit of energy and
any applicable fixed charges or regulatory mechanisms as set by the respective regulatory body.
LG&E's and KU's customers generally have no minimum purchase commitment. Performance obligations are limited to the service requested and received to
date. Accordingly, there is no unsatisfied performance obligation associated with these customers.
(All Registrants)
The following table reconciles "Operating Revenues" included in each Registrant's Statement of Income with revenues generated from contracts with
customers for the years ended December 31:
2019
PPL
Operating Revenues (a)

$

PPL Electric
7,769

$

LKE

2,358

$

LG&E
3,206

$

KU

1,500

$

1,740

Revenues derived from:
Alternative revenue programs (b)

(30)

Other (c)
Revenues from Contracts with Customers

(6)

(38)
$

7,701

(24)

(10)
$

2,342

(10)

(21)
$

(14)

(9)

3,161

$

3,214

$

1,481

(12)
$

1,714

2018
PPL
Operating Revenues (a)

$

PPL Electric
7,785

$

2,277

LKE
$

LG&E

KU

1,496

$

1,760

Revenues derived from:
Alternative revenue programs (b)
Other (c)
Revenues from Contracts with Customers

$

32

(6)

38

12

26

(38)

(12)

(17)

(5)

(12)

7,779

132

$

2,259

$

3,235

$

1,503

$

1,774
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(a)
(b)
(c)

For the years ended December 31, 2019 and 2018, PPL includes $2.2 billion and $2.3 billion of revenues from external customers reported by the U.K. Regulated segment. PPL Electric and
LKE represent revenues from external customers reported by the Pennsylvania Regulated and Kentucky Regulated segments. See Note 2 for additional information.
Alternative revenue programs include the transmission formula rate for PPL Electric, the ECR and DSM programs for LG&E and KU, the GLT program for LG&E, and the generation formula
rate for KU. This line item shows the over/under collection of these rate mechanisms with over-collections of revenue shown as positive amounts in the table above and under-collections
shown as negative amounts.
Represents additional revenues outside the scope of revenues from contracts with customers such as leases and other miscellaneous revenues.

The following table shows revenues from contracts with customers disaggregated by customer class for the years ended December 31:
2019
PPL (d)
Licensed energy suppliers (a)

$

PPL Electric (d)

2,032

$

—

LKE
$

LG&E
—

$

KU
—

$

—

Residential

2,610

1,288

1,322

668

654

Commercial

1,257

349

908

466

442

Industrial

621

59

562

180

382

Other (b)

495

52

277

121

156

Wholesale - municipal

43

—

43

—

43

Wholesale - other (c)

49

—

49

46

37

594

594

—

—

Transmission
Revenues from Contracts with Customers

$

7,701

$

2,342

$

3,161

$

—

$

1,481

—
$

1,714

2018
PPL
Licensed energy suppliers (a)

$

$

—

Residential

2,704

1,379

Commercial

LKE
$

LG&E

1,325

KU
—

$

—

666

659
410

1,233

368

865

455

Industrial

624

54

570

180

390

Other (b)

489

53

278

129

149

Wholesale - municipal

118

—

118

—

118

Wholesale - other (c)

79

—

79

73

48

Transmission
Revenues from Contracts with Customers
(a)
(b)
(c)
(d)

PPL Electric
2,127

405
$

7,779

405
$

2,259

—
$

3,235

—
$

1,503

—
$

1,774

Represents customers of WPD.
Primarily includes revenues from pole attachments, street lighting, other public authorities and other non-core businesses.
Includes wholesale power and transmission revenues. LG&E and KU amounts include intercompany power sales and transmission revenues, which are eliminated upon consolidation at LKE.
In 2019, management deemed it appropriate to present the revenue offset associated with network integration transmission service (NITS) as distribution revenue rather than transmission
revenue.

As discussed in Note 2, PPL's segments are segmented by geographic location. Revenues from external customers for each segment/geographic location are
reconciled to revenues from contracts with customers in the table above. For PPL Electric, revenues from contracts with customers are further disaggregated
by distribution and transmission, which were $1.7 billion and $594 million for the year ended December 31, 2019 and $1.9 billion and $405 million for the
year ended December 31, 2018.
Contract receivables from customers are primarily included in "Accounts receivable - Customer" and "Unbilled revenues" on the Balance Sheets. For PPL
Electric, the "Accounts receivable - Customer" balance includes purchased receivables from alternative electricity suppliers. See Note 7 for additional
information regarding the purchase of receivables program.
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The following table shows the accounts receivable balances from contracts with customers that were impaired for the year ended December 31:
2019
PPL

$

2018
27

PPL Electric

$

34

21

24

LKE

6

9

LG&E

2

4

KU

4

5

The following table shows the balances and certain activity of contract liabilities resulting from contracts with customers:
PPL
Contract liabilities as of December 31, 2019

$

Contract liabilities as of December 31, 2018
Revenue recognized during the year ended December 31, 2019 that was
included in the contract liability balance at December 31, 2018

Contract liabilities as of December 31, 2018
Contract liabilities as of December 31, 2017
Revenue recognized during the year ended December 31, 2018 that was
included in the contract liability balance at December 31, 2017

$

PPL Electric
44

$

LKE

21

$

LG&E
9

$

KU
5

$

4

42

23

9

5

4

32

11

9

5

4

42

$

23

$

9

$

5

$

4

29

19

8

4

4

21

8

8

4

4

Contract liabilities result from recording contractual billings in advance for customer attachments to the Registrants' infrastructure and payments received in
excess of revenues earned to date. Advanced billings for customer attachments are recognized as revenue ratably over the billing period. Payments received in
excess of revenues earned to date are recognized as revenue as services are delivered in subsequent periods.
At December 31, 2019, PPL had $36 million of performance obligations attributable to Corporate and Other that have not been satisfied. Of this amount, PPL
expects to recognize approximately $32 million within the next 12 months.
4. Preferred Securities
(PPL)
PPL is authorized to issue up to 10 million shares of preferred stock. No PPL preferred stock was issued or outstanding in 2019, 2018 or 2017.
(PPL Electric)
PPL Electric is authorized to issue up to 20,629,936 shares of preferred stock. No PPL Electric preferred stock was issued or outstanding in 2019, 2018 or
2017.
(LG&E)
LG&E is authorized to issue up to 1,720,000 shares of preferred stock at a $25 par value and 6,750,000 shares of preferred stock without par value. LG&E
had no preferred stock issued or outstanding in 2019, 2018 or 2017.
(KU)
KU is authorized to issue up to 5,300,000 shares of preferred stock and 2,000,000 shares of preference stock without par value. KU had no preferred or
preference stock issued or outstanding in 2019, 2018 or 2017.
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5. Earnings Per Share
(PPL)
Basic EPS is computed by dividing income available to PPL common shareowners by the weighted-average number of common shares outstanding during
the applicable period. Diluted EPS is computed by dividing income available to PPL common shareowners by the weighted-average number of common
shares outstanding, increased by incremental shares that would be outstanding if potentially dilutive non-participating securities were converted to common
shares as calculated using the Treasury Stock Method. Incremental non-participating securities that have a dilutive impact are detailed in the table below. In
2019 and 2018, these securities also included the PPL common stock forward sale agreements. See Note 8 for additional information on these agreements
which were partially settled in 2018 with the remaining shares settled in 2019. The forward sale agreements were dilutive under the Treasury Stock Method to
the extent the average stock price of PPL's common shares exceeded the forward sale price prescribed in the agreements.
Reconciliations of the amounts of income and shares of PPL common stock (in thousands) for the periods ended December 31, used in the EPS calculation
are:
2019

2018

2017

Income (Numerator)
Net income

$

1,746

Less amounts allocated to participating securities

$

1,827

1
$

Net income available to PPL common shareowners - Basic and Diluted

1,745

$

1,128

2
$

1,825

2
$

1,126

Shares of Common Stock (Denominator)
Weighted-average shares - Basic EPS

728,512

704,439

685,240

Add incremental non-participating securities:
Share-based payment awards (a)

1,101

445

2,094

Forward sale agreements

7,141

3,735

—

736,754

708,619

687,334

Weighted-average shares - Diluted EPS

Basic EPS
Net Income available to PPL common shareowners

$

2.39

$

2.59

$

1.64

$

2.37

$

2.58

$

1.64

Diluted EPS
Net Income available to PPL common shareowners
(a)

The Treasury Stock Method was applied to non-participating share-based payment awards.

For the year ended December 31, PPL issued common stock related to stock-based compensation plans and DRIP as follows (in thousands):
2019
Stock-based compensation plans (a)

1,936

DRIP

1,725

(a)

Includes stock options exercised, vesting of performance units, vesting of restricted stock and restricted stock units and conversion of stock units granted to directors.

See Note 8 for additional information on common stock issued under ATM Program and settlement of a portion of the PPL common stock forward sales
agreements.
For the years ended December 31, the following shares (in thousands) were excluded from the computations of diluted EPS because the effect would have
been antidilutive:
2019
Stock options

2018

2017

—

172

696

Performance units

5

—

—

Restricted stock units

3

11

—
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6. Income and Other Taxes
(PPL)
"Income Before Income Taxes" included the following:
2019
Domestic income

$

Foreign income

2018
964

$

1,191
$

Total

2,155

2017
1,127

$

874

1,158
$

2,285

1,038
$

1,912

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets and liabilities for accounting purposes and
their basis for income tax purposes and the tax effects of net operating loss and tax credit carryforwards. The provision for PPL's deferred income taxes for
regulated assets and liabilities is based upon the ratemaking principles of the applicable jurisdiction. See Notes 1 and 7 for additional information.
Net deferred tax assets have been recognized based on management's estimates of future taxable income for the U.S. and the U.K.
Significant components of PPL's deferred income tax assets and liabilities were as follows:
2019

2018

Deferred Tax Assets
Deferred investment tax credits

$

Regulatory liabilities

31

$

31

75

87

Income taxes due to customer

462

479

Accrued pension and postretirement costs

211

277

Federal loss carryforwards

324

325

State loss carryforwards

432

419

Federal and state tax credit carryforwards

402

392

Foreign capital loss carryforwards

320

313

8

10

112

139

Foreign - other
Contributions in aid of construction
Domestic - other
Valuation allowances
Total deferred tax assets

99

88

(834)

(808)

1,642

1,752

Deferred Tax Liabilities
Domestic plant - net

3,546

3,359

Regulatory assets

262

314

Foreign plant - net

765

724

Foreign - pensions

72

83

Domestic - other
Total deferred tax liabilities
$

Net deferred tax liability

61

40

4,706

4,520

3,064

$

2,768

State deferred taxes are determined by entity and by jurisdiction. As a result, $24 million and $28 million of net deferred tax assets are shown as "Other
noncurrent assets" on the Balance Sheets for 2019 and 2018.
At December 31, 2019, PPL had the following loss and tax credit carryforwards, related deferred tax assets and valuation allowances recorded against the
deferred tax assets:
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Gross

Valuation
Allowance

Deferred Tax Asset

Expiration

Loss carryforwards
Federal net operating losses

$

1,499

Federal charitable contributions

$

315

$

—

2032-2037

42

9

—

2020-2024

5,879

432

(393)

2021-2039

State charitable contributions

1

—

—

2020-2024

Foreign net operating losses

3

—

—

Indefinite

1,880

320

(320)

Indefinite

7

1

—

Indefinite

133

—

2025-2039

8

—

Indefinite

State net operating losses

Foreign capital losses
Federal - Other

Credit carryforwards
Federal investment tax credit
Federal alternative minimum tax credit (a)
Federal foreign tax credits (b)

218

(113)

2024-2027

Federal - other

24

(6)

2020-2039

State Recycling Credit

18

—

2028

1

—

Indefinite

State - other

(a)
(b)

The TCJA repealed the corporate alternative minimum tax (AMT) for tax years beginning after December 31, 2017. The existing indefinite carryforward period for AMT credits was retained.
Includes $62 million of foreign tax credits carried forward from 2016 and $156 million of additional foreign tax credits from 2017 related to the taxable deemed dividend associated with the
TCJA.

Valuation allowances have been established for the amount that, more likely than not, will not be realized. The changes in deferred tax valuation allowances
were as follows:
Additions
Balance at
Beginning
of Period
2019

$

Charged to
Other
Accounts

Charged
to Income

808

$

31

2018

838

26

2017

593

256

(a)
(b)

$

(b)

—

Balance
at End
of Period

Deductions
$

5

$

834

—

56 (a)

808

—

11

838

Decrease in the valuation allowance of approximately $35 million due to the change in the total foreign tax credits available after finalization of the deemed dividend calculation required by
the TCJA in 2017. In addition, the deferred tax assets and corresponding valuation allowances were reduced in 2018 by approximately $19 million due to the effect of foreign currency
exchange rates.
Increase in valuation allowance of approximately $145 million related to expected future utilization of both 2017 foreign tax credits and pre-2017 foreign tax credits carried forward. For
additional information, see the "Reconciliation of Income Tax Expense" and associated notes below.
In addition, the reduction of the U.S. federal corporate income tax rate enacted by the TCJA in 2017 resulted in a $62 million increase in federal deferred tax assets and a corresponding
valuation allowance related to the federal tax benefits of state net operating losses.

PPL Global does not record U.S. income taxes on the unremitted earnings of WPD, as management has determined that such earnings are indefinitely
reinvested. Current year distributions from WPD to the U.S. are sourced from a portion of the current year’s earnings of the WPD group. There have been no
material changes to the facts underlying PPL’s assertion that historically reinvested earnings of WPD as well as some portion of current year earnings will
continue to be indefinitely reinvested. WPD's long-term working capital forecasts and capital expenditure projections for the foreseeable future require
reinvestment of WPD's undistributed earnings. Additionally, U.S. long-term working capital forecasts and capital expenditure projections for the foreseeable
future do not require or contemplate annual distributions from WPD in excess of some portion of WPD's future annual earnings. The cumulative
undistributed earnings are included in "Earnings reinvested" on the Balance Sheets. The amount considered indefinitely reinvested at December 31, 2019
was $7.5 billion. The foregoing is not impacted by U.S. tax reform and the associated conversion from a worldwide to a participation exemption system. It is
not practicable to estimate the amount of additional taxes that could be payable on these foreign earnings in the event of repatriation to the U.S.
Details of the components of income tax expense, a reconciliation of federal income taxes derived from statutory tax rates applied to "Income Before Income
Taxes" to income taxes for reporting purposes, and details of "Taxes, other than income" were as follows:
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2019

2018

2017

Income Tax Expense (Benefit)
Current - Federal

$

(10)

$

(19)

$

6

Current - State

19

17

25

Current - Foreign

91

104

45

100

102

76

139

203

532

76

100

88

123

107

133

338

410

753

Total Current Expense (Benefit)
Deferred - Federal (a)
Deferred - State
Deferred - Foreign
Total Deferred Expense (Benefit), excluding operating loss carryforwards

Amortization of investment tax credit

(3)

(3)

(3)

Tax expense (benefit) of operating loss carryforwards
Deferred - Federal
Deferred - State
Total Tax Expense (Benefit) of Operating Loss Carryforwards

7

(20)

(16)

(33)

(31)

(26)

(26)

(51)

(42)

Total income tax expense (benefit)

$

409

$

458

$

784

Total income tax expense (benefit) - Federal

$

133

$

161

$

519

Total income tax expense (benefit) - State
Total income tax expense (benefit) - Foreign
$

Total income tax expense (benefit)
(a)

62

86

87

214

211

178

409

$

458

$

784

Due to the enactment of the TCJA, PPL recorded the following in 2017:
•
$220 million of deferred income tax expense related to the impact of the U.S. federal corporate income tax rate reduction from 35% to 21% on deferred tax assets and liabilities;
•
$162 million of deferred tax expense related to the utilization of current year losses resulting from the taxable deemed dividend; partially offset by,
$60 million of deferred tax benefits related to the $205 million of 2017 foreign tax credits partially offset by $145 million of valuation allowances.

In the table above, the following income tax expense (benefit) are excluded from income taxes:
2019
Other comprehensive income

$

2018
(93)

Valuation allowance on state deferred taxes recorded to other comprehensive income

$

(6)

—
$

Total

(93)

2017
$

(34)

$

(35)

—
$

2019

(6)

(1)

2018

2017

Reconciliation of Income Tax Expense (Benefit)
Federal income tax on Income Before Income Taxes at statutory tax rate (a)

$

453

$

480

$

669

Increase (decrease) due to:
State income taxes, net of federal income tax benefit (a)

45

Valuation allowance adjustments (b)
Impact of lower U.K. income tax rates (c)
U.S. income tax on foreign earnings - net of foreign tax credit (a)(d)
Foreign income return adjustments

40

46

22

21

36

(25)

(25)

(176)

2

3

47

—

—

(8)

Impact of the U.K. Finance Act on deferred tax balances (e)

(14)

(13)

(16)

Depreciation and other items not normalized

(10)

(11)

(10)

Amortization of excess deferred federal and state income taxes (f)

(40)

(37)

—

Interest benefit on U.K. financing entities

(12)

(17)

(16)

Deferred tax impact of U.S. tax reform (g)

—

—

220

Deferred tax impact of Kentucky tax reform (h)

—

9

—

(18)

—

—

Kentucky recycling credit, net of federal income tax expense (i)
Other
Total increase (decrease)
$

Total income tax expense (benefit)
Effective income tax rate
(a)
(b)

6

8

(44)

(22)

409
19.0%

$

458
20.0%

(8)
115
$

784
41.0%

The U.S. federal corporate tax rate was reduced from 35% to 21%, as enacted by the TCJA, effective January 1, 2018.
In 2017, PPL recorded an increase in valuation allowances of $23 million primarily related to foreign tax credits recorded in 2016. The future utilization of these credits is expected to be lower
as a result of the TCJA.
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In 2019, 2018 and 2017, PPL recorded deferred income tax expense of $25 million, $24 million and $16 million for valuation allowances primarily related to increased Pennsylvania net
(c)
(d)

(e)
(f)
(g)
(h)
(i)

operating loss carryforwards expected to be unutilized.
The reduction in the U.S. federal corporate income tax rate from 35% to 21% significantly reduced the difference between the U.K. and U.S. income tax rates in 2019 and 2018 compared with
2017.
In 2017, PPL recorded a federal income tax benefit of $35 million primarily attributable to U.K. pension contributions.
In 2017, PPL recorded deferred income tax expense of $83 million primarily related to enactment of the TCJA. The enacted tax law included a conversion from a worldwide tax system to a
territorial tax system, effective January 1, 2018. In the transition to the territorial regime, a one-time transition tax was imposed on PPL’s unrepatriated accumulated foreign earnings in 2017.
These earnings were treated as a taxable deemed dividend to PPL of approximately $462 million, including $205 million of foreign tax credits. As the PPL consolidated U.S. group had a
taxable loss for 2017, inclusive of the taxable deemed dividend, these credits were recorded as a deferred tax asset. However, it is expected that under the TCJA, only $83 million of the $205
million of foreign tax credits will be realized in the carry forward period. Accordingly, a valuation allowance on the current year foreign tax credits in the amount of $122 million has been
recorded to reflect the reduction in the future utilization of the credits. The foreign tax credits associated with the deemed repatriation result in a gross carryforward and corresponding deferred
tax asset of $205 million offset by a valuation allowance of $122 million.
The U.K. Finance Act 2016, enacted in September 2016, reduced the U.K. statutory income tax rate effective April 1, 2020 to 17%. As a result, PPL reduced its net deferred tax liabilities each
year as it revalued its balances at the 17% tax rate.
In 2019 and 2018, PPL recorded lower income tax expense for the amortization of excess deferred income taxes that primarily resulted from the U.S. federal corporate income tax rate
reduction from 35% to 21% enacted by the TCJA. This amortization represents each year's refund amount, prior to a tax gross-up, to be paid to customers for previously collected deferred
taxes at higher income tax rates.
In 2017, PPL recorded deferred income tax expense related to the U.S. federal corporate income tax rate reduction from 35% to 21% enacted by the TCJA.
In 2018, PPL recorded deferred income tax expense, primarily associated with LKE’s non-regulated entities, due to the Kentucky corporate income tax rate reduction from 6% to 5%, as
enacted by HB 487, effective January 1, 2018.
In 2019, LKE recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a result, qualify for a Kentucky
recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky, with the benefit recognized during the period in
which the assets are placed into service.
In 2018, PPL filed its consolidated federal income tax return, which included updates to the TCJA provisional amounts recorded in 2017. The adjustments to the various provisional amounts
that are considered complete as of the filed tax return resulted in an immaterial impact to income tax expense and are discussed in the TCJA section below.
2019

2018

2017

Taxes, other than income
State gross receipts

$

107

$

103

State capital stock

—

—

Foreign property

127

134

Domestic Other

79
$

Total

313

$

102
(6)
127

75
$

312

69
$

292

(PPL Electric)
The provision for PPL Electric's deferred income taxes for regulated assets and liabilities is based upon the ratemaking principles reflected in rates established
by the PUC and the FERC. The difference in the provision for deferred income taxes for regulated assets and liabilities and the amount that otherwise would
be recorded under GAAP is deferred and included in "Regulatory assets" or "Regulatory liabilities" on the Balance Sheets.
Significant components of PPL Electric's deferred income tax assets and liabilities were as follows:
2019

2018

Deferred Tax Assets
Accrued pension and postretirement costs

$

81

$

110

Contributions in aid of construction

88

118

Regulatory liabilities

31

35

170

181

6

14

78

79

Income taxes due to customers
State loss carryforwards
Federal loss carryforwards
Other
Total deferred tax assets

139

23

25

477

562
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2019

2018

Deferred Tax Liabilities
Electric utility plant - net
Regulatory assets
Other
Total deferred tax liabilities

1,761

1,681

139

176

24

25

1,924
$

Net deferred tax liability

1,447

1,882
$

1,320

PPL Electric expects to have adequate levels of taxable income to realize its recorded deferred income tax assets.
At December 31, 2019, PPL Electric had the following loss carryforwards and related deferred tax assets:
Gross

Deferred Tax Asset

Expiration

$

Loss carryforwards
Federal net operating losses

$

363

Federal charitable contributions
State net operating losses

76

2032-2037

9

2

2020-2024

81

6

2031-2032

Credit carryforwards were insignificant at December 31, 2019.
Details of the components of income tax expense, a reconciliation of federal income taxes derived from statutory tax rates applied to "Income Before Income
Taxes" to income taxes for reporting purposes, and details of "Taxes, other than income" were as follows:
2019

2018

2017

Income Tax Expense (Benefit)
Current - Federal

$

44

Current - State

$

2

15

Total Current Expense (Benefit)

$

(65)

9

20

59

11

(45)

Deferred - Federal (a)

51

96

234

Deferred - State

39

37

29

90

133

263

Total Deferred Expense (Benefit), excluding operating loss carryforwards

Tax expense (benefit) of operating loss carryforwards
Deferred - Federal
Total Tax Expense (Benefit) of Operating Loss Carryforwards
Total income tax expense (benefit)

$

Total income tax expense (benefit) - Federal

$

Total income tax expense (benefit) - State

(8)

(5)

(8)

(5)

149

$

95

$

54
$

Total income tax expense (benefit)

(a)

—
—

149

136

$

213

90

$

164

$

213

46
$

136

49

Due to the enactment of the TCJA in 2017, PPL Electric recorded a $13 million deferred tax benefit related to the impact of the U.S. federal corporate income tax rate reduction from 35% to
21% on deferred tax assets and liabilities.
2019

2018

2017

Reconciliation of Income Tax Expense (Benefit)
Federal income tax on Income Before Income Taxes at statutory tax rate (a)

$

127

$

119

$

201

Increase (decrease) due to:
State income taxes, net of federal income tax benefit (a)

47

43

36

Depreciation and other items not normalized

(10)

(11)

(8)

Amortization of excess deferred federal income taxes (b)

(18)

(17)

—

—

—

(13)

Deferred tax impact of U.S. tax reform (c)
Other
Total increase (decrease)
$

Total income tax expense (benefit)
Effective income tax rate

3

2

(3)

22

17

12

149
24.6%

140

$

136
24.0%

$

213
37.0%
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(a)
(b)
(c)

The U.S. federal corporate tax rate was reduced from 35% to 21%, as enacted by the TCJA, effective January 1, 2018.
In 2019 and 2018, PPL Electric recorded lower income tax expense for the amortization of excess deferred taxes that primarily resulted from the U.S. federal corporate income tax rate
reduction from 35% to 21% enacted by the TCJA. This amortization represents each year's refund amount, prior to a tax gross-up, to be paid to customers for previously collected deferred
taxes at higher income tax rates.
In 2017, PPL Electric recorded a deferred tax benefit related to the U.S. federal corporate income tax rate reduction from 35% to 21% enacted by the TCJA.
2019

2018

2017

Taxes, other than income
State gross receipts

$

Property and other

107

$

103

5
$

Total

112

$

102

6
$

109

5
$

107

(LKE)
The provision for LKE's deferred income taxes for regulated assets and liabilities is based upon the ratemaking principles reflected in rates established by the
KPSC, VSCC and the FERC. The difference in the provision for deferred income taxes for regulated assets and liabilities and the amount that otherwise
would be recorded under GAAP is deferred and included in "Regulatory assets" or "Regulatory liabilities" on the Balance Sheets.
Significant components of LKE's deferred income tax assets and liabilities were as follows:
2019

2018

Deferred Tax Assets
Federal loss carryforwards

$

140

State loss carryforwards

$

142

31

33

162

169

Contributions in aid of construction

23

21

Regulatory liabilities

44

52

Accrued pension and postretirement costs

71

92

Federal tax credit carryforwards

State tax credit carryforwards

19

1

Income taxes due to customers

292

299

Deferred investment tax credits

31

32

Lease liabilities

14

—

Valuation allowances

(6)

(8)

Other

28

28

849

861

1,778

1,671

122

138

12

—

6

8

Total deferred tax assets

Deferred Tax Liabilities
Plant - net
Regulatory assets
Lease right-of-use assets
Other
Total deferred tax liabilities

1,918
$

Net deferred tax liability

1,069

1,817
$

956

At December 31, 2019, LKE had the following loss and tax credit carryforwards, related deferred tax assets, and valuation allowances recorded against the
deferred tax assets:
Gross

Valuation
Allowance

Deferred Tax Asset

Expiration

Loss carryforwards
Federal net operating losses

$

Federal charitable contributions
State net operating losses

141

668

—

2032 - 2037

23

$

140
5

$

—

2020 - 2024

797

31

—

2029 - 2038
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Gross

Valuation
Allowance

Deferred Tax Asset

Expiration

Credit carryforwards
Federal investment tax credit
Federal alternative minimum tax credit (a)

133

—

2025 - 2028, 2036 2039

7

—

Indefinite

Federal - other

22

(6)

2020-2039

State - recycling credit

18

—

2028

1

—

Indefinite

State - other
(a)

The TCJA repealed the corporate alternative minimum tax (AMT) for tax years beginning after December 31, 2017. The existing indefinite carryforward period for AMT credits was retained.

Changes in deferred tax valuation allowances were:
Balance at
Beginning
of Period
2019

$

Additions
8

$

3

2018

8

—

2017

11

4

(a)

Balance
at End
of Period

Deductions
$

5 (a)

$

6

—

8

7 (a)

8

Tax credits expiring.

Details of the components of income tax expense, a reconciliation of federal income taxes derived from statutory tax rates applied to "Income Before Income
Taxes" to income taxes for reporting purposes, and details of "Taxes, other than income" were:
2019

2018

2017

Income Tax Expense (Benefit)
Current - Federal

$

Current - State
Total Current Expense (Benefit)
Deferred - Federal (a)
Deferred - State (b)
Total Deferred Expense (Benefit), excluding benefits of operating loss carryforwards
Amortization of investment tax credit - Federal

20

$

31

$

74

—

4

6

20

35

80

81

65

268

5

34

32

86

99

300

(3)

(3)

(3)

—

(2)

(2)

—

(2)

Tax expense (benefit) of operating loss carryforwards
Deferred - Federal
Total Tax Expense (Benefit) of Operating Loss Carryforwards
$

103

$

129

$

375

Total income tax expense (benefit) - Federal

$

98

$

91

$

337

$

375

Total income tax expense (benefit) - State

5
$

Total income tax expense (benefit) (c)
(a)
(b)
(c)

(2)

Total income tax expense (benefit) (c)

103

38
$

129

38

Due to the enactment of the TCJA in 2017, LKE recorded $112 million of deferred income tax expense, of which $108 million related to the impact of the U.S. federal corporate income tax
rate reduction from 35% to 21% on deferred tax assets and liabilities and $4 million related to valuation allowances on tax credits expiring in 2021.
In 2019, LKE recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a result, qualify for a Kentucky
recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky
Excludes deferred federal and state tax expense (benefit) recorded to OCI of $(1) million in 2019, $5 million in 2018 and $(10) million in 2017.
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2019

2018

2017

Reconciliation of Income Tax Expense (Benefit)
Federal income tax on Income Before Income Taxes at statutory tax rate (a)

$

120

$

121

$

242

Increase (decrease) due to:
State income taxes, net of federal income tax benefit

23

22

26

Amortization of investment tax credit

(3)

(3)

(3)

Amortization of excess deferred federal and state income taxes (b)

(23)

(20)

Deferred tax impact of U.S. tax reform (c)

—

—

112

Deferred tax impact of state tax reform (d)

—

9

—

(18)

—

—

4

—

—

Kentucky Recycling Credit, net of federal income tax expense (e)
Other
Total increase (decrease)

(17)
$

Total income tax expense (benefit)

103

Effective income tax rate

(a)
(b)
(c)
(d)
(e)

(2)

8
$

129

18.0%

133
$

375

22.5%

54.3%

The U.S. federal corporate tax rate was reduced from 35% to 21%, as enacted by the TCJA, effective January 1, 2018.
In 2019 and 2018, LKE recorded lower income tax expense for the amortization of excess deferred income taxes that primarily resulted from the U.S. federal corporate income tax rate
reduction from 35% to 21% enacted by the TCJA. This amortization represents each year's refund amount, prior to a tax gross-up, to be paid to customers for previously collected deferred
taxes at higher income tax rates.
In 2017, LKE recorded deferred income tax expense primarily due to the U.S. federal corporate income tax rate reduction from 35% to 21% enacted by the TCJA.
In 2018, LKE recorded deferred income tax expense, primarily associated with LKE's non-regulated entities, due to the Kentucky corporate income tax rate reduction from 6% to 5%, as
enacted by HB 487, effective January 1, 2018.
In 2019, LKE recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a result, qualify for a Kentucky
recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky.
2019

2018

2017

Taxes, other than income
Property and other
Total

$

74

$

70

$

65

$

74

$

70

$

65

(LG&E)
The provision for LG&E's deferred income taxes for regulated assets and liabilities is based upon the ratemaking principles reflected in rates established by
the KPSC and the FERC. The difference in the provision for deferred income taxes for regulated assets and liabilities and the amount that otherwise would be
recorded under GAAP is deferred and included in "Regulatory assets" or "Regulatory liabilities" on the Balance Sheets.
Significant components of LG&E's deferred income tax assets and liabilities were as follows:
2019

2018

Deferred Tax Assets
Contributions in aid of construction

$

Regulatory liabilities
Accrued pension and postretirement costs

15

$

14

19

24

6

16

Deferred investment tax credits

8

9

Income taxes due to customers

136

139

State tax credit carryforwards

14

—

5

—

(14)

—

Lease liabilities
Valuation allowances
Other
Total deferred tax assets

143

10

15

199

217
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2019

2018

Deferred Tax Liabilities
Plant - net
Regulatory assets
Lease right-of-use assets
Other
Total deferred tax liabilities
$

Net deferred tax liability

811

751

77

88

4

—

4

6

896

845

697

$

628

At December 31, 2019 LG&E had $14 million of state credit carryforwards that expire in 2028. In 2019, LG&E recorded a $14 million valuation allowance
related to state credit carryforwards due to insufficient projected Kentucky taxable income.
Details of the components of income tax expense, a reconciliation of federal income taxes derived from statutory tax rates applied to "Income Before Income
Taxes" to income taxes for reporting purposes, and details of "Taxes, other than income" were:
2019

2018

2017

Income Tax Expense (Benefit)
Current - Federal

$

4

Current - State

$

—

4

Total Current Expense (Benefit)

$

—

4

5

8

4

5

Deferred - Federal

46

51

112

Deferred - State

10

10

14

56

61

126

(1)

(1)

Total Deferred Expense (Benefit), excluding benefits of operating loss carryforwards
Amortization of investment tax credit - Federal

(1)

Tax expense (benefit) of operating loss carryforwards
Deferred - Federal
Total Tax Expense (Benefit) of Operating Loss Carryforwards

—

—

1

—

—

1

Total income tax expense (benefit)

$

63

$

64

$

131

Total income tax expense (benefit) - Federal

$

49

$

50

$

112

$

131

Total income tax expense (benefit) - State
Total income tax expense (benefit)

14
$

63

14
$

2019

64

19

2018

2017

Reconciliation of Income Tax Expense (Benefit)
Federal income tax on Income Before Income Taxes at statutory tax rate (a)

$

62

$

62

$

120

Increase (decrease) due to:
State income taxes, net of federal income tax benefit

12

14

Amortization of excess deferred federal and state income taxes (b)

(10)

(8)

(1)

Kentucky recycling credit, net of federal income tax expense (c)

(14)

—

—

Valuation allowance adjustments (c)

14

—

—

Other

(1)

(1)

(2)

1

2

11

Total increase (decrease)
Total income tax expense (benefit)

$

63

Effective income tax rate

(a)
(b)
(c)

11

$

64

21.4%

$

131

21.5%

38.1%

The U.S. federal corporate tax rate was reduced from 35% to 21%, as enacted by the TCJA, effective January 1, 2018.
In 2019 and 2018, LG&E recorded lower income tax expense for the amortization of excess deferred income taxes that primarily resulted from the U.S. federal corporate income tax rate
reduction from 35% to 21% enacted by the TCJA. This amortization represents each year's refund amount, prior to a tax gross-up, to be paid to customers for previously collected deferred
taxes at higher income tax rates.
In 2019, LG&E recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a result, qualify for a
Kentucky recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky. This amount has been reserved due to
insufficient Kentucky taxable income projected at LG&E.
2019

2018

2017

Taxes, other than income
Property and other
Total

$

39

$

36

$

33

$

39

$

36

$

33
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(KU)
The provision for KU's deferred income taxes for regulated assets and liabilities is based upon the ratemaking principles reflected in rates established by the
KPSC, VSCC and the FERC. The difference in the provision for deferred income taxes for regulated assets and liabilities and the amount that otherwise
would be recorded under GAAP is deferred and included in "Regulatory assets" or "Regulatory liabilities" on the Balance Sheets.
Significant components of KU's deferred income tax assets and liabilities were as follows:
2019

2018

Deferred Tax Assets
Contributions in aid of construction

$

8

Regulatory liabilities

$

7

25

28

Accrued pension and postretirement costs

—

7

Deferred investment tax credits

23

23

Income taxes due to customers

156

160

State tax credit carryforwards

5

—

Lease liabilities

8

—

(4)

—

Valuation allowances
Other
Total deferred tax assets

3

3

224

228

959

911

Deferred Tax Liabilities
Plant - net
Regulatory assets

45

50

Accrued pension and postretirement costs

2

—

Lease right-of-use assets

7

—

Other

3

2

1,016

963

Total deferred tax liabilities
$

Net deferred tax liability

792

$

735

At December 31, 2019 KU had $5 million of state credit carryforwards of which $4 million will expire in 2028 and $1 million that has an indefinite
carryforward period. In 2019, KU recorded a $4 million valuation allowance related to state credit carryforwards due to insufficient projected Kentucky
taxable income.
Details of the components of income tax expense, a reconciliation of federal income taxes derived from statutory tax rates applied to "Income Before Income
Taxes" to income taxes for reporting purposes, and details of "Taxes, other than income" were:
2019

2018

2017

Income Tax Expense (Benefit)
Current - Federal

$

Current - State
Total Current Expense (Benefit)

35

$

22

$

—

5

6

7

40

28

7
138

Deferred - Federal

28

40

Deferred - State

13

10

16

41

50

154

Total Deferred Expense (Benefit)
Amortization of investment tax credit - Federal

(2)

(2)

(2)

Total income tax expense (benefit)

$

79

$

76

$

159

Total income tax expense (benefit) - Federal

$

61

$

60

$

136

$

159

Total income tax expense (benefit) - State

18
$

Total income tax expense (benefit)

145

79

16
$

76
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2019

2018

2017

Reconciliation of Income Tax Expense (Benefit)
Federal income tax on Income Before Income Taxes at statutory tax rate (a)

$

78

$

76

$

146

Increase (decrease) due to:
State income taxes, net of federal income tax benefit

15

13

15

Amortization of investment tax credit

(2)

(2)

(2)

(13)

(12)

(1)

(4)

—

—

Valuation allowance adjustments (c)

4

—

—

Other

1

1

1

1

—

13

Amortization of excess deferred federal and state income taxes (b)
Kentucky recycling credit, net of federal income tax expense (c)

Total increase (decrease)
$

Total income tax expense (benefit)

79

Effective income tax rate

(a)
(b)
(c)

$

76

21.2%

$

159

21.0%

38.0%

The U.S. federal corporate tax rate was reduced from 35% to 21%, as enacted by the TCJA, effective January 1, 2018.
In 2019 and 2018, KU recorded lower income tax expense for the amortization of excess deferred income taxes that primarily resulted from the U.S. federal corporate income tax rate reduction
from 35% to 21% enacted by the TCJA. This amortization represents each year's refund amount, prior to a tax gross-up, to be paid to customers for previously collected deferred taxes at higher
income tax rates.
In 2019, KU recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a result, qualify for a Kentucky
recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky. This amount has been reserved due to insufficient
Kentucky taxable income projected at KU.
2019

2018

2017

Taxes, other than income
Property and other
Total

$

35

$

34

$

32

$

35

$

34

$

32

Unrecognized Tax Benefits (All Registrants)
PPL or its subsidiaries file tax returns in four major tax jurisdictions. The income tax provisions for PPL Electric, LG&E and KU are calculated in accordance
with an intercompany tax sharing agreement, which provides that taxable income be calculated as if each domestic subsidiary filed a separate consolidated
return. PPL Electric or its subsidiaries indirectly or directly file tax returns in two major tax jurisdictions, and LKE, LG&E and KU or their subsidiaries
indirectly or directly file tax returns in two major tax jurisdictions. With few exceptions, at December 31, 2019, these jurisdictions, as well as the tax years
that are no longer subject to examination, were as follows.

U.S. (federal)
Pennsylvania (state) (a)
Kentucky (state)
U.K. (foreign)

(a)

PPL

PPL Electric

LKE

LG&E

KU

2015 and prior
2015 and prior
2014 and prior
2015 and prior

2015 and prior
2015 and prior

2015 and prior

2015 and prior

2015 and prior

2014 and prior

2014 and prior

2014 and prior

Tax year 2013 is still subject to examination.

Tax Cuts and Jobs Act (TCJA)
On December 22, 2017, President Trump signed into law the TCJA. Substantially all of the provisions of the TCJA were effective for taxable years beginning
after December 31, 2017. The TCJA included significant changes to the taxation of corporations, including provisions specifically applicable to regulated
public utilities. The more significant changes that impact the Registrants were:
•
•
•
•
•

The reduction in the U.S. federal corporate income tax rate from a top marginal rate of 35% to a flat rate of 21%, effective January 1, 2018;
The exclusion from U.S. federal taxable income of dividends from foreign subsidiaries and the associated "transition tax;"
Limitations on the tax deductibility of interest expense, with an exception to these limitations for regulated public utilities;
Full current year expensing of capital expenditures with an exception for regulated public utilities that qualify for the exception to the interest expense
limitation; and
The continuation of certain rate normalization requirements for accelerated depreciation benefits. For non-regulated businesses, the TCJA generally
provides for full expensing of property acquired after September 27, 2017.
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Under GAAP, the tax effect of changes in tax laws must be recognized in the period in which the law is enacted, or December 2017 for the TCJA. The
changes enacted by the TCJA were recorded as an adjustment to the Registrants' deferred tax provisions, and were reflected in "Income Taxes" on the
Statement of Income for the year ended December 31, 2017 as follows:

PPL
Income tax expense (benefit)

$

PPL Electric
321

$

(13)

LKE
$

LG&E
112

$

KU
—

$

—

The components of these adjustments are discussed below:
Reduction of U.S. Federal Corporate Income Tax Rate
GAAP requires deferred tax assets and liabilities to be measured at the enacted tax rate expected to apply when temporary differences are to be realized or
settled. Thus, at the date of enactment, the Registrants' deferred taxes were remeasured based upon the U.S. federal corporate income tax rate of 21%. For
PPL’s regulated entities, the changes in deferred taxes were, in large part, recorded as an offset to either a regulatory asset or regulatory liability and will be
reflected in future rates charged to customers. The tax rate reduction impacts on non-regulated deferred tax assets and liabilities were recorded as an
adjustment to the Registrants' deferred tax provisions, and were reflected in "Income Taxes" on the Statement of Income for the year ended December 31,
2017 as follows:
PPL
Income tax expense (benefit)

$

PPL Electric
220

$

(13)

LKE
$

LG&E
112

$

KU
—

$

—

As indicated in Note 1 - "Summary of Significant Accounting Policies - Income Taxes", PPL’s U.S. regulated operations' accounting for income taxes are
impacted by rate regulation. Therefore, reductions in accumulated deferred income tax balances due to the reduction in the U.S. federal corporate income tax
rate to 21% under the provisions of the TCJA resulted in amounts previously collected from utility customers for these deferred taxes to be refundable to such
customers over a period of time. The TCJA included provisions that stipulate how these excess deferred taxes are to be passed back to customers for certain
accelerated tax depreciation benefits. Refunds of other deferred taxes either have been or will be determined by the Registrants’ regulators. The Balance
Sheets at December 31, 2017 reflected the increase to the Registrants' net regulatory liabilities as a result of the TCJA as follows:
PPL
Net Increase in Regulatory Liabilities

$

PPL Electric
2,185

$

1,019

LKE
$

LG&E
1,166

$

KU
532

$

634

Transition Tax
The TCJA included a conversion from a worldwide tax system to a territorial tax system, effective January 1, 2018. In the transition to the territorial regime, a
one-time transition tax was imposed on PPL’s unrepatriated accumulated foreign earnings in 2017. These earnings were treated as a taxable deemed dividend
to PPL of approximately $462 million for purposes of the 2017 tax provision. As the PPL consolidated U.S. group had a taxable loss for 2017, inclusive of
the taxable deemed dividend, the foreign tax credits associated with the deemed dividend were recorded as a deferred tax asset. However, it is expected that
under the TCJA, the current and prior year foreign tax credit carryforwards will not be fully realizable.
As a result, the net deferred income tax expense impact of the deemed repatriation was $101 million and was recorded in "Income Taxes" on the PPL
Statement of Income for the year ended December 31, 2017 and "Deferred tax liabilities" on the PPL Balance Sheet at December 31, 2017.
2018 Impacts of TCJA
The Registrants recognized certain provisional amounts relating to the impact of the enactment of the TCJA in their December 31, 2017 financial statements,
in accordance with SEC guidance. Included in those provisional amounts were estimates of tax depreciation, deductible executive compensation, accumulated
foreign earnings, foreign tax credits, and deemed dividends from foreign subsidiaries, all of which were based on the interpretation and application of various
provisions of the TCJA.
In the third quarter of 2018, PPL filed its consolidated federal income tax return, which was prepared using guidance issued by the U.S. Treasury Department
and the IRS since the filing of each Registrant's 2017 Form 10-K. Accordingly, the Registrants updated the following provisional amounts and now consider
them to be complete: (1) the amount of the deemed dividend and associated foreign tax credits relating to the transition tax imposed on accumulated foreign
earnings as of December 31, 2017;
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(2) the amount of accelerated 100% "bonus" depreciation PPL was eligible to claim in its 2017 federal income tax return; and (3) the related impacts on PPL's
2017 consolidated federal net operating loss to be carried forward to future periods. In addition, the Registrants recorded the tax impact of the U.S. federal
corporate income tax rate reduction from 35% to 21% on the changes to deferred tax assets and liabilities resulting from the completed provisional amounts.
The completed provisional amounts related to the tax rate reduction had an insignificant impact on the net regulatory liabilities of PPL's U.S. regulated
operations. In the fourth quarter of 2018, PPL completed its analysis of the deductibility of executive compensation awarded as of November 2, 2017 and
concluded that no material change to the provisional amounts was required. The final amounts reported in PPL's 2017 federal income tax return, provisional
amounts for the year ended December 31, 2017, the related measurement period adjustments, and the resulting tax impact for the year ended December 31,
2018 were as follows:
Taxable Income (Loss) (a)
Adjustments per
2017 Tax Return

Adjustments per
2017 Tax Provision

2018 Adjustments

$

$

PPL
Deemed Dividend

$

397
(67)

Bonus Depreciation (b)

—

(330)

Consolidated Federal Net Operating Loss due to the TCJA (c)
Total

462

(67)

(462)

$

—

$

$

(39)

$

(65)
132

—

$

—

—

$

(39)

PPL Electric
Bonus Depreciation (b)

(68)

Consolidated Federal Net Operating Loss reallocated due to the TCJA (c)
Total

(105)

$

(107)

$

$

(28)

$

37

(105)

$

(2)

—

$

(28)

LKE
Bonus Depreciation (b)

(32)

Consolidated Federal Net Operating Loss reallocated due to the TCJA (c)
Total

(45)

$

(60)

$

$

(17)

$

13

(45)

$

(15)

—

$

(17)

LG&E
Bonus Depreciation (b)

17

Consolidated Federal Net Operating Loss reallocated due to the TCJA (c)
Total

—

17

$

—

$

—

$

—

$

(11)

$

—

$

(11)

$

—

$

—

KU
Bonus Depreciation (b)

11

Consolidated Federal Net Operating Loss reallocated due to the TCJA (c)
Total
(a)
(b)
(c)

—
$

—

11

The above table reflects, for each item, the amount subject to change as a result of the TCJA and does not reflect the total amount of each item included in the return and the provision.
The TCJA increased the bonus depreciation percentage from 50% to 100% for qualified property acquired and placed in service after September 27, 2017 and before January 1, 2018. Increases
in tax depreciation reduce the Registrants' taxes payable and increase net deferred tax liabilities with no impact to “Income Taxes” on the Statements of Income.
An increase in the consolidated federal net operating loss reduces net deferred tax liabilities with the opposite effect if there is a decrease in the consolidated federal net operating loss. These
increases or decreases have no impact to “Income Taxes” on the Statements of Income.
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Income Tax Expense (Benefit)
Adjustments per
2017 Tax Return

Adjustments per
2017 Tax Provision

2018 Adjustments

$

$

PPL
Deemed Dividend

$

Foreign Tax Credits
Valuation of Foreign Tax Credit Carryforward

139

Total

(22)

(205)

48

110

145

(35)

229

Reduction in U.S. federal income tax rate

161

(157)

220

9

$

321

$

321

$

—

$

(13)

$

(13)

$

—

$

110

$

112

$

(2)

PPL Electric
Reduction in U.S. federal income tax rate
LKE
Reduction in U.S. federal income tax rate

The Registrants' accounting related to the effects of the TCJA on financial results for the period ended December 31, 2017 was complete as of December 31,
2018 with respect to all provisional amounts.
2019 TCJA Regulatory Update
The IRS issued proposed regulations for certain provisions of the TCJA in 2018, including interest deductibility and Global Intangible Low-Taxed Income
(GILTI). In 2019, final and new proposed regulations were issued relating to the GILTI provisions. PPL has determined that neither the final or new proposed
regulations materially change PPL's conclusion that currently no incremental tax arises under these rules. Proposed regulations relating to the limitation on the
deductibility of interest expense were issued in November 2018 and such regulations provide detailed rules implementing the broader statutory provisions.
These proposed regulations should not apply to the Registrants until the year in which the regulations are issued in final form, which is expected to be in
2020. It is uncertain what form the final regulations will take and, therefore, the Registrants cannot predict what impact the final regulations will have on the
tax deductibility of interest expense. However, if the proposed regulations were issued as final in their current form, the Registrants could have a limitation on
a portion of their interest expense deduction for tax purposes and such limitation could be significant. PPL expressed its views on these proposed regulations
in a comment letter addressed to the IRS on February 26, 2019.
Other
Kentucky State Tax Reform (All Registrants)
HB 487, which became law on April 27, 2018, provides for significant changes to the Kentucky tax code including (1) adopting mandatory combined
reporting for corporate members of unitary business groups for taxable years beginning on or after January 1, 2019 (members of a unitary business group may
make an eight-year binding election to file consolidated corporate income tax returns with all members of their federal affiliated group) and (2) a reduction in
the Kentucky corporate income tax rate from 6% to 5% for taxable years beginning after December 31, 2017. PPL is evaluating the impact, if any, of unitary
or elective consolidated income tax reporting on all its Registrants. LKE recognized a deferred tax charge of $9 million in 2018 primarily associated with the
remeasurement of non-regulated accumulated deferred income tax balances.
As indicated in Note 1, LG&E's and KU's accounting for income taxes is impacted by rate regulation. Therefore, reductions in regulated accumulated
deferred income tax balances due to the reduction in the Kentucky corporate income tax rate to 5% under the provisions of HB 487 will result in amounts
previously collected from utility customers for these deferred taxes to be refundable to such customers in future periods. In 2018, LG&E and KU recorded the
impact of the reduced tax rate, related to the remeasurement of deferred income taxes, as an increase in regulatory liabilities of $16 million and $19 million.
In 2019, LG&E and KU began returning state excess deferred income taxes to customers in conjunction with the 2018 Kentucky base rate case. See Note 7
for additional information related to the rate case proceedings.
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7. Utility Rate Regulation
Regulatory Assets and Liabilities
(All Registrants)
PPL, PPL Electric, LKE, LG&E and KU reflect the effects of regulatory actions in the financial statements for their cost-based rate-regulated utility
operations. Regulatory assets and liabilities are classified as current if, upon initial recognition, the entire amount related to an item will be recovered or
refunded within a year of the balance sheet date.
(PPL)
WPD is not subject to accounting for the effects of certain types of regulation as prescribed by GAAP and does not record regulatory assets and liabilities. See
Note 1 for additional information.
(PPL, LKE, LG&E and KU)
LG&E is subject to the jurisdiction of the KPSC and FERC, and KU is subject to the jurisdiction of the KPSC, FERC and VSCC.
LG&E's and KU's Kentucky base rates are calculated based on a return on capitalization (common equity, long-term debt and short-term debt) including
adjustments for certain net investments and costs recovered separately through other means. As such, LG&E and KU generally earn a return on regulatory
assets.
(PPL, LKE and KU)
KU's Virginia base rates are calculated based on a return on rate base (net utility plant plus working capital less accumulated deferred income taxes and
miscellaneous deductions). As all regulatory assets and liabilities, except for regulatory assets and liabilities related to the levelized fuel factor, pension and
postretirement benefits, and AROs related to certain CCR impoundments, are excluded from the return on rate base utilized in the calculation of Virginia base
rates, no return is earned on the related assets.
KU's rates to municipal customers for wholesale power requirements are calculated based on annual updates to a formula rate that utilizes a return on rate
base (net utility plant plus working capital less accumulated deferred income taxes and miscellaneous deductions). As all regulatory assets and liabilities are
excluded from the return on rate base utilized in the development of municipal rates, no return is earned on the related assets.
(PPL and PPL Electric)
PPL Electric's distribution base rates are calculated based on recovery of costs as well as a return on distribution rate base (net utility plant plus a working
capital allowance less plant-related deferred taxes and other miscellaneous additions and deductions). PPL Electric's transmission revenues are billed in
accordance with a FERC tariff that allows for recovery of transmission costs incurred, a return on transmission-related rate base (net utility plant plus a
working capital allowance less plant-related deferred taxes and other miscellaneous additions and deductions) and an automatic annual update. See
"Transmission Formula Rate" below for additional information on this tariff. All regulatory assets and liabilities are excluded from distribution and
transmission return on investment calculations; therefore, generally no return is earned on PPL Electric's regulatory assets.
(All Registrants)
The following table provides information about the regulatory assets and liabilities of cost-based rate-regulated utility operations at December 31:
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PPL
2019

PPL Electric
2018

2019

2018

Current Regulatory Assets:
Gas supply clause

$

8

$

12

$

—

$

—

Smart meter rider

13

11

13

11

Plant outage costs

32

10

—

—

Transmission formula rate

—

—

3

—

Transmission service charge

10

—

10

—

Other
Total current regulatory assets (a)

4

3

—

—

$

67

$

36

$

26

$

11

$

800

$

963

$

467

$

558

Noncurrent Regulatory Assets:
Defined benefit plans
Storm costs

39

56

15

22

Unamortized loss on debt

41

45

18

22

Interest rate swaps

22

20

—

—

Terminated interest rate swaps

81

87

—

—

Accumulated cost of removal of utility plant

220

200

220

200

AROs

279

273

—

—

6

19

6

19

4

10

—

3

Act 129 compliance rider
Other
Total noncurrent regulatory assets

$

1,492

$

1,673

$

726

PPL
2019

$

824

PPL Electric
2018

2019

2018

Current Regulatory Liabilities:
Generation supply charge

$

23

$

33

$

23

$

33

Transmission service charge

—

—

—

3

Environmental cost recovery

5

16

—

—

Universal service rider

9

27

9

27

—

—

—

3

Fuel adjustment clause

8

—

—

—

TCJA customer refund

61

20

59

3

Storm damage expense rider

5

5

5

5

Generation formula rate

1

7

—

—

3

14

—

Transmission formula rate

Other
Total current regulatory liabilities

—

$

115

$

122

$

96

$

74

$

640

$

674

$

—

$

—

Noncurrent Regulatory Liabilities:
Accumulated cost of removal of utility plant
Power purchase agreement - OVEC

51

59

—

—

1,756

1,826

588

629

Defined benefit plans

51

37

11

5

Terminated interest rate swaps

68

72

—

—

TCJA customer refund

—

41

—

41

6

5

—

—

Net deferred taxes

Other
Total noncurrent regulatory liabilities

$
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$

2,714

$

599

$

675
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LKE
2019

LG&E
2018

2019

KU
2018

2019

2018

Current Regulatory Assets:
Plant outage costs

$

32

$

10

$

16

$

7

$

16

$

3

Gas supply clause

8

12

8

12

—

—

Other

1

3

1

2

—

1

Total current regulatory assets

$

41

$

25

$

25

$

21

$

16

$

4

$

333

$

405

$

206

$

249

$

127

$

156

Noncurrent Regulatory Assets:
Defined benefit plans
Storm costs

24

34

14

20

10

Unamortized loss on debt

23

23

14

15

9

8

Interest rate swaps

22

20

22

20

—

—

81

87

47

51

34

36

279

273

76

75

203

198

Terminated interest rate swaps
AROs
Other
Total noncurrent regulatory assets

4
$

766

7
$

849

1
$

380

LKE
2019

1
$

431

3
$

386

LG&E
2018

2019

14

6
$

418

KU
2018

2019

2018

Current Regulatory Liabilities:
Environmental cost recovery

$

5

$

16

$

1

Fuel adjustment clauses

8

—

—

TCJA customer refund

2

17

Generation formula rate

1

7

Other

3

8

Total current regulatory liabilities

$

6

$

4

$

10

—

8

—

—

7

2

10

—

—

1

7

1

4

2

4

$

19

$

48

$

2

$

17

$

17

$

31

$

640

$

674

$

266

$

279

$

374

$

395

Noncurrent Regulatory Liabilities:
Accumulated cost of removal of utility plant
Power purchase agreement - OVEC
Net deferred taxes

59

35

41

16

18

1,168

1,197

544

557

624

640

Defined benefit plans

40

32

—

—

40

32

Terminated interest rate swaps

68

72

34

36

34

36

Other
Total noncurrent regulatory liabilities

(a)

51

6
$

1,973

5
$

2,039

4
$

883

2
$

915

2
$

1,090

3
$

1,124

For PPL, these amounts are included in "Other current assets" on the Balance Sheets.

Following is an overview of selected regulatory assets and liabilities detailed in the preceding tables. Specific developments with respect to certain of these
regulatory assets and liabilities are discussed in "Regulatory Matters."
Defined Benefit Plans
(All Registrants)
Defined benefit plan regulatory assets and liabilities represent prior service cost and net actuarial gains and losses that will be recovered in defined benefit
plans expense through future base rates based upon established regulatory practices and, generally, are amortized over the average remaining service lives of
plan participants. These regulatory assets and liabilities are adjusted at least annually or whenever the funded status of defined benefit plans is remeasured.
(PPL, LKE, LG&E and KU)
As a result of the 2014 Kentucky rate case settlement that became effective July 1, 2015, the difference between pension cost calculated in accordance with
LG&E's and KU's pension accounting policy and pension cost calculated using a 15-year amortization period for actuarial gains and losses is recorded as a
regulatory asset. As of December 31, 2019, the balances were $51 million for PPL and LKE, $29 million for LG&E and $22 million for KU. As of
December 31, 2018, the balances were $45 million for PPL and LKE, $25 million for LG&E and $20 million for KU.
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(All Registrants)
Storm Costs
PPL Electric, LG&E and KU have the ability to request from the PUC, KPSC and VSCC, as applicable, the authority to treat expenses related to specific
extraordinary storms as a regulatory asset and defer such costs for regulatory accounting and reporting purposes. Once such authority is granted, LG&E and
KU can request recovery of those expenses in a base rate case and begin amortizing the costs when recovery starts. PPL Electric can recover qualifying
expenses caused by major storm events, as defined in its retail tariff, over three years through the Storm Damage Expense Rider commencing in the
application year after the storm occurred. PPL Electric's regulatory assets for storm costs are being amortized through various dates ending in 2021. LG&E's
and KU's regulatory assets for storm costs are being amortized through various dates ending in 2029.
Unamortized Loss on Debt
Unamortized loss on reacquired debt represents losses on long-term debt reacquired or redeemed that have been deferred and will be amortized and recovered
over either the original life of the extinguished debt or the life of the replacement debt (in the case of refinancing). Such costs are being amortized through
2029 for PPL Electric, through 2042 for KU, and through 2044 for LG&E.
Accumulated Cost of Removal of Utility Plant
LG&E and KU charge costs of removal through depreciation expense with an offsetting credit to a regulatory liability. The regulatory liability is relieved as
costs are incurred.
PPL Electric does not accrue for costs of removal. When costs of removal are incurred, PPL Electric records the costs as a regulatory asset. Such deferral is
included in rates and amortized over the subsequent five-year period.
TCJA Customer Refund
As a result of the reduced U.S. federal corporate income tax rate as enacted by the TCJA, the regulators of PPL Electric, LG&E and KU have ruled that these
tax benefits should be refunded to customers. In some instances, timing differences occur between the recognition of these tax benefits and the refund of the
benefit to the customers which create a regulatory asset or liability.
LG&E and KU distributed these tax savings for Kentucky customers through the TCJA bill credit prior to incorporating them into base rates effective May 1,
2019. See "Regulatory Matters" for additional information. The remaining liability represents TCJA savings to be distributed to Virginia customers in 2020.
PPL Electric's current liability relates to two time periods. The liability of $16 million related to the period of July 1, 2018 through December 31, 2019 will be
credited back to distribution customers through a negative surcharge. The liability of $43 million related to the period of January 1, 2018 through June 30,
2018 will be credited back to customers over the period of January 1, 2020 through December 31, 2020 utilizing the same negative surcharge mechanism
referred to above, as approved by the PUC in November 2019.
Net Deferred Taxes
Regulatory liabilities associated with net deferred taxes represent the future revenue impact from the adjustment of deferred income taxes required primarily
for excess deferred taxes and unamortized investment tax credits, largely a result of the TCJA enacted in 2017. See Note 6 for additional information on the
TCJA.
(PPL and PPL Electric)
Generation Supply
--------- -Charge
- - - (GSC)
-- .
The GSC is a cost recovery mechanism that permits PPL Electric to recover costs incurred to provide generation supply to PLR customers who receive basic
generation supply service. The recovery includes charges for generation supply, as well as administration of the acquisition process. In addition, the GSC
contains a reconciliation mechanism whereby any over- or
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under-recovery from prior quarters is refunded to, or recovered from, customers through the adjustment factor determined for the subsequent rate filing
period.
Transmission Service Charge (TSC)
PPL Electric is charged by PJM for transmission service-related costs applicable to its PLR customers. PPL Electric passes these costs on to customers, who
receive basic generation supply service through the PUC-approved TSC cost recovery mechanism. The TSC contains a reconciliation mechanism whereby
any over- or under-recovery from customers is either refunded to, or recovered from, customers through the adjustment factor determined for the subsequent
year.
Transmission Formula Rate
PPL Electric's transmission revenues are billed in accordance with a FERC-approved Open Access Transmission Tariff that utilizes a formula-based rate
recovery mechanism. Under this formula, rates are put into effect in June of each year based upon prior year actual expenditures and current year forecasted
capital additions. Rates are then adjusted the following year to reflect actual annual expenses and capital additions, as reported in PPL Electric's annual FERC
Form 1, filed under the FERC's Uniform System of Accounts. Any difference between the revenue requirement in effect for the prior year and actual
expenditures incurred for that year is recorded as a regulatory asset or regulatory liability.
Storm Damage Expense Rider (SDER)
The SDER is a reconcilable automatic adjustment clause under which PPL Electric annually will compare actual storm costs to storm costs allowed in base
rates and refund or recover any differences from customers. In the 2015 rate case settlement approved by the PUC in November 2015, it was determined that
reportable storm damage expenses to be recovered annually through base rates will be set at $20 million. The SDER will recover from or refund to customers,
as appropriate, only applicable expenses from reportable storms that are greater than or less than $20 million recovered annually through base rates. Storm
costs incurred in PPL Electric's territory from a March 2018 storm are being amortized through 2021.
Act 129 Compliance Rider
In compliance with Pennsylvania's Act 129 of 2008 and implementing regulations, PPL Electric is currently in Phase III of the energy efficiency and
conservation plan which was approved in June 2016. Phase III allows PPL Electric to recover the maximum $313 million over the five-year period, June 1,
2016 through May 31, 2021. The plan includes programs intended to reduce electricity consumption. The recoverable costs include direct and indirect
charges, including design and development costs, general and administrative costs and applicable state evaluator costs. The rates are applied to customers
who receive distribution service through the Act 129 Compliance Rider. The actual Phase III program costs are reconcilable after each 12 month period, and
any over- or under-recovery from customers will be refunded or recovered over the next rate filing period.
Smart Meter Rider (SMR)
Act 129 requires each electric distribution company (EDC) with more than 100,000 customers to have a PUC approved Smart Meter Technology Procurement
and Installation Plan (SMP). As of December 31, 2019, PPL Electric replaced substantially all of its old meters with meters that meet the Act 129
requirements under its SMP. In accordance with Act 129, EDCs are able to recover the costs and earn a return on capital of providing smart metering
technology. PPL Electric uses the SMR to recover the costs to implement its SMP. The SMR is a reconciliation mechanism whereby any over- or underrecovery from prior years is refunded to, or recovered from, customers through the adjustment factor determined for the subsequent quarters.
Universal Service Rider (USR)
The USR provides for recovery of costs associated with universal service programs, OnTrack and Winter Relief Assistance Program (WRAP), provided by
PPL Electric to residential customers. OnTrack is a special payment program for low-income households and WRAP provides low-income customers a means
to reduce electric bills through energy saving methods. The USR rate is applied to residential customers who receive distribution service. The actual program
costs are reconcilable, and any over- or under-recovery from customers will be refunded or recovered annually in the subsequent year.
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(PPL, LKE, LG&E and KU)
Environmental Cost Recovery
Kentucky law permits LG&E and KU to recover the costs, including a return of operating expenses and a return of and on capital invested, of complying with
the Clean Air Act and those federal, state or local environmental requirements, which apply to coal combustion wastes and by-products from coal-fired
electricity generating facilities. The KPSC requires reviews of the past operations of the environmental surcharge for six-month and two-year billing periods
to evaluate the related charges, credits and rates of return, as well as to provide for the roll-in of ECR amounts to base rates each two-year period. The KPSC
has authorized a return on equity of 9.725% for all existing approved ECR plans and projects. The ECR regulatory asset or liability represents the amount that
has been under- or over-recovered due to timing or adjustments to the mechanism and is typically recovered or refunded within 12 months.
Fuel Adjustment Clauses
LG&E's and KU's retail electric rates contain a fuel adjustment clause, whereby variances in the cost of fuel to generate electricity, including transportation
costs, from the costs embedded in base rates are adjusted in LG&E's and KU's rates. The KPSC requires public hearings at six-month intervals to examine
past fuel adjustments and at two-year intervals to review past operations of the fuel adjustment clause and, to the extent appropriate, reestablish the fuel
charge included in base rates. The regulatory assets or liabilities represent the amounts that have been under- or over-recovered due to timing or adjustments
to the mechanism and are typically recovered within 12 months. LG&E's fuel adjustment clause asset is included within other current regulatory assets above.
KU also employs a levelized fuel factor mechanism for Virginia customers using an average fuel cost factor based primarily on projected fuel costs. The
Virginia levelized fuel factor allows fuel recovery based on projected fuel costs for the coming year plus an adjustment for any under- or over-recovery of fuel
expenses from the prior year. The regulatory assets or liabilities represent the amounts that have been under- or over-recovered due to timing or adjustments
to the mechanism and are typically recovered or refunded within 12 months.
AROs
As discussed in Note 1, for LKE, LG&E and KU, all ARO accretion and depreciation expenses are reclassified as a regulatory asset. ARO regulatory assets
associated with certain CCR projects are amortized to expense in accordance with regulatory approvals. For other AROs, at the time of retirement, the related
ARO regulatory asset is offset against the associated cost of removal regulatory liability, PP&E and ARO liability.
Power Purchase Agreement - OVEC
As a result of purchase accounting associated with PPL's acquisition of LKE, the fair values of the OVEC power purchase agreement were recorded on the
balance sheets of LKE, LG&E and KU with offsets to regulatory liabilities. The regulatory liabilities are being amortized using the units-of-production
method until March 2026, the expiration date of the agreement at the date of the acquisition. LG&E's and KU's customer rates continue to reflect the original
contracts. See Notes 13 and 18 for additional discussion of the power purchase agreement.
Interest Rate Swaps
LG&E's unrealized gains and losses are recorded as regulatory assets or regulatory liabilities until they are realized as interest expense. Interest expense from
existing swaps is realized and recovered over the terms of the associated debt, which matures through 2033.
Terminated Interest Rate Swaps
Net realized gains and losses on all interest rate swaps are probable of recovery through regulated rates. As such, any gains and losses on these derivatives are
included in regulatory assets or liabilities and are primarily recognized in "Interest Expense" on the Statements of Income over the life of the associated debt.
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Plant Outage Costs
Since July 1, 2017, plant outage costs in Kentucky have been normalized for ratemaking purposes based on an average level of expenses. Plant outage
expenses that are greater or less than the average are collected from or returned to customers, through future base rates. Effective May 1, 2019 plant outage
costs are normalized based on a five-year average of historical expenses with over or under recoveries collected or returned over an eight-year period.
(PPL, LKE and LG&E)
Gas Supply Clause
---------LG&E's natural gas rates contain a gas supply clause, whereby the expected cost of natural gas supply and variances between actual and expected costs from
prior periods are adjusted quarterly in LG&E's rates, subject to approval by the KPSC. The gas supply clause also includes a separate natural gas procurement
incentive mechanism, which allows LG&E's rates to be adjusted annually to share savings between the actual cost of gas purchases and market indices, with
the shareholders and the customers during each performance-based rate year (12 months ending October 31). The regulatory assets or liabilities represent the
total amounts that have been under- or over-recovered due to timing or adjustments to the mechanisms and are typically recovered or refunded within 18
months.
(PPL, LKE and KU)
Generation Formula Rate
KU provides wholesale requirements service to its municipal customers and bills for this service pursuant to a FERC approved generation formula rate. Under
this formula, rates are put into effect each July utilizing a return on rate base calculation and actual expenses from the preceding year. The regulatory asset or
liability represents the difference between the revenue requirement in effect for the current year and actual expenditures incurred for the current year.
Regulatory Matters
(PPL, LKE, LG&E and KU)
Kentucky Activities
Rate Case Proceedings
In September 2018, LG&E and KU filed requests with the KPSC for an increase in annual base electricity rates of approximately $112 million at KU and
increases in annual base electricity and gas rates of approximately $35 million and $25 million at LG&E. LG&E's and KU's applications also sought to
include changes associated with the TCJA and state tax reform in the calculation of the proposed base rates and to terminate the TCJA bill credit mechanism
when new base rates would go into effect. The elimination of the TCJA bill credit mechanism will result in an estimated annual electricity revenue increase of
approximately $58 million at KU and increases in electricity and gas revenues of approximately $40 million and $12 million at LG&E. The applications were
based on a forecasted test year of May 1, 2019 through April 30, 2020 with a requested return-on-equity of 10.42%.
In March 2019, LG&E and KU, along with substantially all intervening parties to the proceeding, filed stipulation and recommendation agreements
(stipulations) with the KPSC resolving all material issues with the parties. In addition to terminating the TCJA bill credit mechanism, the proposed
stipulations provided for increases in annual revenue requirements associated with base electricity rates of approximately $58 million at KU and increases in
annual base electricity and gas rates of approximately $4 million and $20 million at LG&E, based on a 9.725% return-on-equity.
On April 30, 2019, the KPSC issued orders ruling on open issues and approving the proposed stipulations filed in March 2019. The orders provide for
increases in the revenue requirements associated with base electricity rates of $56 million at KU and increases associated with base electricity and gas rates of
$2 million and $19 million at LG&E. With the termination of the TCJA bill credit mechanism, this represents annual revenue increases of $187 million ($114
million at KU and $73 million at LG&E). The new base rates and all elements of the orders became effective on May 1, 2019.
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(PPL and PPL Electric)
Pennsylvania Activities
Distribution of TCJA Savings
In November 2019, the PUC approved PPL Electric's October 2019 petition to distribute the $43 million of TCJA tax savings for the period between
January 1, 2018 and June 30, 2018 over the period January 1, 2020 through December 31, 2020.
Federal Matters
FERC Transmission Formula Rate
In April 2019, PPL Electric filed its annual transmission formula rate update with the FERC, reflecting a revised revenue requirement, which includes the
impact of the TCJA. The filing established the revenue requirement used to set rates that took effect in June 2019.
(PPL, LKE, LG&E and KU)
FERC Transmission Rate Filing
In 2018, LG&E and KU applied to the FERC requesting elimination of certain on-going credits to a sub-set of transmission customers relating to the 1998
merger of LG&E's and KU's parent entities and the 2006 withdrawal of LG&E and KU from the Midcontinent Independent System Operator, Inc. (MISO), a
regional transmission operator and energy market. The application seeks termination of LG&E's and KU's commitment to provide certain Kentucky
municipalities mitigation for certain horizontal market power concerns arising out of the 1998 LG&E and KU merger and 2006 MISO withdrawal. The
amounts at issue are generally waivers or credits granted to a limited number of Kentucky Municipalities for either certain LG&E and KU or MISO
transmission charges incurred for transmission service received. Due to the development of robust, accessible energy markets over time, LG&E and KU
believe the mitigation commitments are no longer relevant or appropriate. In March 2019, the FERC granted LG&E's and KU's request to remove the ongoing credits, conditioned upon the implementation by LG&E and KU of a transition mechanism for certain existing power supply arrangements, subject to
FERC review and approval. In July 2019, LG&E and KU proposed their transition mechanism to the FERC and in September 2019, the FERC rejected the
proposed transition mechanism and issued a separate order providing clarifications of certain aspects of the March order. In October 2019, LG&E and KU
filed requests for rehearing and clarification on the two September orders. These rehearing requests are currently pending before FERC. Additionally, certain
petitions for review of FERC's orders have been filed by multiple parties, including LG&E and KU, at the D.C. Circuit Court of Appeals. LG&E and KU
cannot predict the outcome of the proceedings. LG&E and KU currently receive recovery of waivers and credits provided through other rate mechanisms.
(All Registrants)
TCJA Impact on FERC Rates
In November 2019, the FERC published Final Rules providing that public utility transmission providers include mechanisms in their formula rates to deduct
excess ADIT from, or add deficient ADIT to, rate base and adjust their income tax allowances by amortized excess or deficient ADIT, and to make a related
compliance filing.
In February 2019, PPL Electric filed with the FERC proposed revisions to its transmission formula rate template pursuant to Section 205 of the Federal Power
Act and Section 35.13 of the FERC Rules and Regulations. Specifically, PPL Electric proposed to modify its formula rate to permit the return or recovery of
excess or deficient ADIT resulting from the TCJA and permit PPL Electric to prospectively account for the income tax expense associated with the
depreciation of the equity component of the AFUDC. In April 2019, the FERC accepted the proposed revisions to the formula rate template, which were
effective June 1, 2019, as well as the proposed adjustments to ADIT, effective January 1, 2018.

In February 2019, in connection with the requirements of the TCJA and Kentucky HB 487, LG&E and KU filed a request with the FERC to
amend their transmission formula rates resulting from the laws’ reductions to corporate income tax rates. The FERC approved this request
effective June 1, 2019. LG&E and KU are currently reviewing the Final Rule and will submit a compliance filing addressing excess ADIT by
June 1, 2020. LG&E and KU do not anticipate the impact of the TCJA and Kentucky HB 487 related to their FERC-jurisdictional rates to be
significant.
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Other
Purchase of Receivables Program
(PPL and PPL Electric)
In accordance with a PUC-approved purchase of accounts receivable program, PPL Electric purchases certain accounts receivable from alternative electricity
suppliers at a discount, which reflects a provision for uncollectible accounts. The alternative electricity suppliers have no continuing involvement or interest
in the purchased accounts receivable. Accounts receivable that are acquired are initially recorded at fair value on the date of acquisition. During 2019, 2018
and 2017, PPL Electric purchased $1.2 billion, $1.3 billion and $1.3 billion of accounts receivable from alternative suppliers.
8. Financing Activities
Credit Arrangements and Short-term Debt
(All Registrants)
The Registrants maintain credit facilities to enhance liquidity, provide credit support and provide a backstop to commercial paper programs. For reporting
purposes, on a consolidated basis, the credit facilities and commercial paper programs of PPL Electric, LKE, LG&E and KU also apply to PPL and the credit
facilities and commercial paper programs of LG&E and KU also apply to LKE. The amounts borrowed below are recorded as "Short-term debt" on the
Balance Sheets except for borrowings under LG&E's Term Loan Facility which are recorded as "Long-term debt due within one year" on the December 31,
2018 Balance Sheet. The following credit facilities were in place at:
December 31, 2019

Expiration
Date

Capacity

December 31, 2018
Letters of
Credit
and
Commercial
Paper
Issued

Borrowed

Unused Capacity

Letters of
Credit
and
Commercial
Paper
Issued

Borrowed

PPL
U.K.
WPD plc
Syndicated Credit Facility (a)(b)(c)

Jan. 2023

£

210

£

155

£

—

£

55

£

157

£

—

WPD (South West)
Syndicated Credit Facility (a)(b)(c)

July 2021

245

40

—

205

—

—

July 2021

300

—

—

300

38

—

July 2021

300

48

—

252

—

—

WPD (East Midlands)
Syndicated Credit Facility (a)(b)(c)
WPD (West Midlands)
Syndicated Credit Facility (a)(b)(c)
Uncommitted Credit Facilities

100

Total U.K. Credit Facilities (b)

£

1,155

$

1,450

—
£

243

4

96

—

4

£

4

£

908

£

195

£

4

$

450

$

1,000

$

—

$

669

U.S.
PPL Capital Funding
Syndicated Credit Facility (c) (d)

Jan 2024

Bilateral Credit Facility (c) (d)
Total PPL Capital Funding Credit
Facilities

Mar 2020

100

—

15

85

—

15

$

1,550

$

—

$

465

$

1,085

$

—

$

684

$

650

$

—

$

1

$

649

$

—

$

1

PPL Electric
Syndicated Credit Facility (c) (d)

Jan 2024
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December 31, 2019

Expiration
Date

Capacity

December 31, 2018
Letters of
Credit
and
Commercial
Paper
Issued

Borrowed

Unused Capacity

Letters of
Credit
and
Commercial
Paper
Issued

Borrowed

LG&E
Syndicated Credit Facility (c) (d)

Jan 2024

$

500

$

500

$

$

400

$

Term Loan Credit Facility (c) (e)

$

—

—

Total LG&E Credit Facilities

$

238

—

$

—

$

—

$

262

238

$

150

$

—

$

—

262

$

250

$

—

$

279

200

$

279

—

$

235

$

433

200

—

KU
Syndicated Credit Facility (c) (d)

Jan 2024

Letter of Credit Facility (f)
Total KU Credit Facilities
(a)
(b)

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

—
$

400

—
$

—

—

$

150

—
$

250

—
$

198

—

The facilities contain financial covenants to maintain an interest coverage ratio of not less than 3.0 times consolidated earnings before income taxes, depreciation and amortization and total net
debt not in excess of 85% of its RAV, calculated in accordance with the credit facility.
The WPD plc amounts borrowed at December 31, 2019 and 2018 included USD-denominated borrowings of $200 million for both periods, which bore interest at 2.52% and 3.17%. The WPD
(South West) amount borrowed at December 31, 2019 was a GBP-denominated borrowing, which equated to $51 million and bore interest at 1.09%. The WPD (East Midlands) amount
borrowed at December 31, 2018 was a GBP- denominated borrowing which equated to $48 million and bore interest at 1.12%. The WPD (West Midlands) amount borrowed at December 31,
2019 was a GBP-denominated borrowing, which equated to $62 million and bore interest at 1.11%. At December 31, 2019, the unused capacity under the U.K. credit facilities was
approximately $1.2 billion.
Each company pays customary fees under its respective facility and borrowings generally bear interest at LIBOR-based rates plus an applicable margin.
The facilities contain a financial covenant requiring debt to total capitalization not to exceed 70% for PPL Capital Funding, PPL Electric, LG&E and KU, as calculated in accordance with the
facilities and other customary covenants. Additionally, subject to certain conditions, PPL Capital Funding may request that the capacity of its bilateral credit facility expiring in March 2020 be
increased by up to $30 million and PPL Capital Funding, PPL Electric, LG&E and KU may each request up to a $250 million increase in its syndicated credit facility's capacity.
LG&E entered into a $200 million term loan credit agreement in October 2017. All borrowings were repaid and the facility expired in 2019. The outstanding borrowings at December 31, 2018
bore interest at an average rate of 2.97%.
KU's letter of credit facility was terminated in September 2019 in connection with the bond remarketings discussed below.

PPL, PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund short-term liquidity needs.
Commercial paper issuances, included in "Short-term debt" on the Balance Sheets, are supported by the respective Registrant's credit facilities. The following
commercial paper programs were in place at:
December 31, 2019
Weighted Average
Interest Rate
PPL Capital Funding

2.13%

Capacity
$

PPL Electric
LG&E

2.07%

KU

2.02%
Total

1,500

$

450

Weighted Average
Interest Rate

Unused
Capacity
$

1,050

2.82%

650

—

650

350

238

112

2.94%

200

2.94%

350
$

December 31, 2018

Commercial
Paper
Issuances

2,850

(PPL Electric, LKE, LG&E and KU)
See Note 14 for a discussion of intercompany borrowings.
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150
$

838

$

2,012

Commercial
Paper
Issuances
$

669
—
279
235

$

1,183
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Long-term Debt (All Registrants)
December 31,
Weighted-Average
Rate (g)

Maturities (g)

2019

2018

PPL
U.S.
Senior Unsecured Notes

3.88%

2020 - 2047

Senior Secured Notes/First Mortgage Bonds (a) (b) (c)

3.95%

2020 - 2049

8,705

7,705

Junior Subordinated Notes

5.24%

2067 - 2073

930

930

Term Loan Credit Facility

$

2019

Total U.S. Long-term Debt

4,325

$

4,325

—

200

13,960

13,160

U.K.
Senior Unsecured Notes (d)

4.97%

2020 - 2040

6,874

6,471

Index-linked Senior Unsecured Notes (e)

1.45%

2026 - 2056

1,104

1,063

Term Loan Credit Facility

2.18%

2024 - 2024

64

—

Total U.K. Long-term Debt (f)
Total Long-term Debt Before Adjustments

Fair market value adjustments
Unamortized premium and (discount), net
Unamortized debt issuance costs

8,042

7,534

22,002

20,694

12

16

5

9

(126)

Total Long-term Debt

(120)

21,893

Less current portion of Long-term Debt

20,599

1,172
$

Total Long-term Debt, noncurrent

530

20,721

$

4,039

$

20,069

PPL Electric
Senior Secured Notes/First Mortgage Bonds (a) (b)

4.08%

2021 - 2049

$

Total Long-term Debt Before Adjustments

4,039

3,739
3,739

Unamortized discount

(24)

(18)

Unamortized debt issuance costs

(30)

(27)

Total Long-term Debt

3,985

Less current portion of Long-term Debt

3,694

—

Total Long-term Debt, noncurrent

—

$

3,985

$

3,694

$

725

$

725

LKE
Senior Unsecured Notes

3.97%

2020 - 2021

Term Loan Credit Facility

—

200

First Mortgage Bonds (a) (c)

3.84%

2020 - 2049

4,666

3,966

Long-term debt to affiliate

3.69%

2026 - 2028

650

650

6,041

5,541

Unamortized premium

5

—

Unamortized discount

(12)

(13)

Unamortized debt issuance costs

(32)

(26)

Total Long-term Debt Before Adjustments

Total Long-term Debt

6,002

Less current portion of Long-term Debt

5,502

975
$

Total Long-term Debt, noncurrent

160

5,027

530
$

4,972
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December 31,
Weighted-Average
Rate (g)

Maturities (g)

2019

2018

LG&E
Term Loan Credit Facility

$

First Mortgage Bonds (a) (c)

3.73%

2025 - 2049

Total Long-term Debt Before Adjustments

Unamortized discount
Unamortized debt issuance costs
Total Long-term Debt

—

$

2,024

1,624

2,024

1,824

(4)

(4)

(15)

(11)

2,005

Less current portion of Long-term Debt

1,809

—
$

Total Long-term Debt, noncurrent

200

434

2,005

$

2,642

$

1,375

KU
First Mortgage Bonds (a) (c)

3.93%

2020 - 2045

$

Total Long-term Debt Before Adjustments

Unamortized premium
Unamortized discount
Unamortized debt issuance costs
Total Long-term Debt

5

—

(8)

(8)

(16)

(13)
2,321

500
$

Total Long-term Debt, noncurrent
(a)

2,342

2,623

Less current portion of Long-term Debt

2,342

2,642

2,123

96
$

2,225

Includes PPL Electric's senior secured and first mortgage bonds that are secured by the lien of PPL Electric's 2001 Mortgage Indenture, which covers substantially all of PPL Electric’s tangible
distribution properties and certain of its tangible transmission properties located in Pennsylvania, subject to certain exceptions and exclusions. The carrying value of PPL Electric's property,
plant and equipment was approximately $10.1 billion and $9.4 billion at December 31, 2019 and 2018.
Includes LG&E's first mortgage bonds that are secured by the lien of the LG&E 2010 Mortgage Indenture which creates a lien, subject to certain exceptions and exclusions, on substantially all
of LG&E's real and tangible personal property located in Kentucky and used or to be used in connection with the generation, transmission and distribution of electricity and the storage and
distribution of natural gas. The aggregate carrying value of the property subject to the lien was $5.3 billion and $5.1 billion at December 31, 2019 and 2018.

(b)

(c)

(d)
(e)

Includes KU's first mortgage bonds that are secured by the lien of the KU 2010 Mortgage Indenture which creates a lien, subject to certain exceptions and exclusions, on substantially all of
KU's real and tangible personal property located in Kentucky and used or to be used in connection with the generation, transmission and distribution of electricity. The aggregate carrying value
of the property subject to the lien was $6.6 billion and $6.3 billion at December 31, 2019 and 2018.
Includes PPL Electric's series of senior secured bonds that secure its obligations to make payments with respect to each series of Pollution Control Bonds that were issued by the LCIDA and
the PEDFA on behalf of PPL Electric. These senior secured bonds were issued in the same principal amount, contain payment and redemption provisions that correspond to and bear the same
interest rate as such Pollution Control Bonds. These senior secured bonds were issued under PPL Electric's 2001 Mortgage Indenture and are secured as noted in (a) above. This amount
includes $224 million of which PPL Electric is allowed to convert the interest rate mode on the bonds from time to time to a commercial paper rate, daily rate, weekly rate, or term rate of at
least one year and $90 million that may be redeemed, in whole or in part, at par beginning in October 2020, and are subject to mandatory redemption upon determination that the interest rate
on the bonds would be included in the holders' gross income for federal tax purposes.
Includes LG&E's and KU's series of first mortgage bonds that were issued to the respective trustees of tax-exempt revenue bonds to secure its respective obligations to make payments with
respect to each series of bonds. The first mortgage bonds were issued in the same principal amounts, contain payment and redemption provisions that correspond to and bear the same interest
rate as such tax-exempt revenue bonds. These first mortgage bonds were issued under the LG&E 2010 Mortgage Indenture and the KU 2010 Mortgage Indenture and are secured as noted in (a)
above. The related tax-exempt revenue bonds were issued by various governmental entities, principally counties in Kentucky, on behalf of LG&E and KU. The related revenue bond documents
allow LG&E and KU to convert the interest rate mode on the bonds from time to time to a commercial paper rate, daily rate, weekly rate, term rate of at least one year or, in some cases, an
auction rate or a LIBOR index rate.
At December 31, 2019, the aggregate tax-exempt revenue bonds issued on behalf of LG&E and KU that were in a term rate mode totaled $700 million for LKE, comprised of $392 million and
$308 million for LG&E and KU respectively. At December 31, 2019, the aggregate tax-exempt revenue bonds issued on behalf of LG&E and KU that were in a variable rate mode totaled $181
million for LKE, comprised of $148 million and $33 million for LG&E and KU respectively. These variable rate tax-exempt revenue bonds are subject to tender for purchase by LG&E and
KU at the option of the holder and to mandatory tender for purchase by LG&E and KU upon the occurrence of certain events.
Includes £225 million ($291 million at December 31, 2019) of notes that may be redeemed, in total but not in part, on December 21, 2026, at the greater of the principal value or a value
determined by reference to the gross redemption yield on a nominated U.K. Government bond.
The principal amount of the notes issued by WPD (South West), WPD (East Midlands) and WPD (South Wales) is adjusted based on changes in a specified index, as detailed in the terms of the
related indentures. The adjustment to the principal amounts from 2018 to 2019 was an increase of
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approximately £20 million ($26 million) resulting from inflation. In addition, this amount includes £327 million ($423 million at December 31, 2019) of notes issued by WPD (South West)
that may be redeemed, in total by series, on December 1, 2026, at the greater of the adjusted principal value and a make-whole value determined by reference to the gross real yield on a
(f)
(g)

nominated U.K. government bond.
Includes £5.7 billion ($7.4 billion at December 31, 2019) of notes that may be put by the holders to the issuer for redemption if the long-term credit ratings assigned to the notes are withdrawn
by any of the rating agencies (Moody's or S&P) or reduced to a non-investment grade rating of Ba1 or BB+ or lower in connection with a restructuring event, which includes the loss of, or a
material adverse change to, the distribution licenses under which the issuer operates.
The table reflects principal maturities only, based on stated maturities or earlier put dates, and the weighted-average rates as of December 31, 2019.

None of the outstanding debt securities noted above have sinking fund requirements. The aggregate maturities of long-term debt, based on stated maturities or
earlier put dates, for the periods 2020 through 2024 and thereafter are as follows:
PPL
Electric

PPL
2020

$

1,169

$

LKE
—

$

LG&E
975

$

KU
—

$

500

2021

1,574

400

674

292

132

2022

1,274

474

—

—

—

2023

2,254

90

13

—

13

2024
Thereafter
Total

$

932

—

—

—

—

14,799

3,075

4,379

1,732

1,997

22,002

$

4,039

$

6,041

$

2,024

$

2,642

(PPL)
In June 2019, WPD plc executed and drew £50 million under a 5-year term loan facility due 2024 at a rate of 2.189%, to be reset quarterly as detailed in the
terms of the facility. The borrowing equated to $63 million at the time of drawdown, net of fees. The proceeds were used for general corporate purposes.
In September 2019, WPD (East Midlands) issued £250 million of 1.75% Senior Notes due 2031. WPD (East Midlands) received proceeds of £245 million,
which equated to $301 million at the time of issuance, net of fees and a discount. The proceeds were used to repay short-term debt and for general corporate
purposes.
(PPL and PPL Electric)
In September 2019, PPL Electric issued $400 million of 3.00% First Mortgage Bonds due 2049. PPL Electric received proceeds of $390 million, net of a
discount and underwriting fees, which were used to repay short-term debt and for general corporate purposes.
In December 2019, PPL Electric redeemed all of the outstanding $100 million aggregate principal amount of its Senior Secured Bonds, 5.15% Series due
2020.
(PPL, LKE and LG&E)
In April 2019, LG&E issued $400 million of 4.25% First Mortgage Bonds due 2049. LG&E received proceeds of $396 million, net of discounts and
underwriting fees, which were used to repay commercial paper and LG&E's term loan.
In April 2019, the County of Jefferson, Kentucky remarketed $128 million of Pollution Control Revenue Bonds, 2001 Series A due 2033 previously issued on
behalf of LG&E. The bonds were remarketed at a long-term rate and will bear interest at 1.85% through their mandatory purchase date of April 1, 2021.
In June 2019, the Louisville/Jefferson County Metro Government of Kentucky remarketed $31 million of Environmental Facilities Revenue Refunding
Bonds, 2007 Series A due 2033 previously issued on behalf of LG&E. The bonds were remarketed at a long-term rate and will bear interest at 1.65% through
their mandatory purchase date of June 1, 2021.
In June 2019, the Louisville/Jefferson County Metro Government of Kentucky remarketed $35 million of Environmental Facilities Revenue Refunding
Bonds, 2007 Series B due 2033 previously issued on behalf of LG&E. The bonds were remarketed at a long-term rate and will bear interest at 1.65% through
their mandatory purchase date of June 1, 2021.
In June 2019, LG&E issued a notice to bondholders of its intention to convert the $40 million Louisville/Jefferson County Metro Government of Kentucky
Pollution Control Revenue Bonds, 2005 Series A to a weekly interest rate, as permitted under the loan documents. The conversion was completed on August
1, 2019. In connection with the conversation, LG&E purchased
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these bonds from the remarketing agent and held them until September 17, 2019, at which time LG&E remarketed the bonds at a long-term rate that will bear
interest at 1.75% through their mandatory purchase date of July 1, 2026.
(PPL, LKE and KU)
In April 2019, KU reopened its 4.375% First Mortgage Bonds due 2045 and issued an additional $300 million of this series. KU received proceeds of $303
million, including premiums and underwriting fees, which were used to repay commercial paper and for other general corporate purposes.
In September 2019, the County of Carroll, Kentucky remarketed $50 million of Environmental Facilities Revenue Bonds, 2004 Series A due 2034 previously
issued on behalf of KU. The bonds were remarketed at a long-term rate and will bear interest at 1.75% through their mandatory purchase date of September 1,
2026.
In September 2019, the County of Carroll, Kentucky remarketed $96 million of Pollution Control Revenue Bonds, 2016 Series A due 2042 previously issued
on behalf of KU. The bonds were remarketed at a long-term rate and will bear interest at 1.55% through their mandatory purchase date of September 1, 2026.
In September 2019, the County of Carroll, Kentucky remarketed $54 million of Environmental Facilities Revenue Bonds, 2006 Series B due 2034 previously
issued on behalf of KU. The bonds were remarketed at a long-term rate and will bear interest at 1.20% through their mandatory purchase date of June 1, 2021.
In September 2019, the County of Carroll, Kentucky remarketed $78 million of Environmental Facilities Revenue Bonds, 2008 Series A due 2032 previously
issued on behalf of KU. The bonds were remarketed at a long-term rate and will bear interest at 1.20% through their mandatory purchase date of June 1, 2021.
In September 2019, the County of Mercer, Kentucky remarketed $13 million of Solid Waste Disposal Facility Revenue Bonds, 2000 Series A due 2023
previously issued on behalf of KU. The bonds were remarketed at a long-term rate and will bear interest at 1.30% through their maturity date of May 1, 2023.
See Note 14 for additional information related to intercompany borrowings.
Legal Separateness (All Registrants)
The subsidiaries of PPL are separate legal entities. PPL's subsidiaries are not liable for the debts of PPL. Accordingly, creditors of PPL may not satisfy their
debts from the assets of PPL's subsidiaries absent a specific contractual undertaking by a subsidiary to pay PPL's creditors or as required by applicable law or
regulation. Similarly, PPL is not liable for the debts of its subsidiaries, nor are its subsidiaries liable for the debts of one another. Accordingly, creditors of
PPL's subsidiaries may not satisfy their debts from the assets of PPL or its other subsidiaries absent a specific contractual undertaking by PPL or its other
subsidiaries to pay the creditors or as required by applicable law or regulation.
Similarly, the subsidiaries of PPL Electric and LKE are each separate legal entities. These subsidiaries are not liable for the debts of PPL Electric and LKE.
Accordingly, creditors of PPL Electric and LKE may not satisfy their debts from the assets of their subsidiaries absent a specific contractual undertaking by a
subsidiary to pay the creditors or as required by applicable law or regulation. Similarly, PPL Electric and LKE are not liable for the debts of their subsidiaries,
nor are their subsidiaries liable for the debts of one another. Accordingly, creditors of these subsidiaries may not satisfy their debts from the assets of PPL
Electric and LKE (or their other subsidiaries) absent a specific contractual undertaking by that parent or other subsidiary to pay such creditors or as required
by applicable law or regulation.
(PPL)
Equity Securities
Forward Contracts
-Equity
- ---------In May 2018, PPL completed a registered underwritten public offering of 55 million shares of its common stock. In conjunction with that offering, the
underwriters exercised an option to purchase 8.25 million additional shares of PPL common stock solely to cover over-allotments.
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In connection with the registered public offering, PPL entered into forward sale agreements with two counterparties covering the total 63.25 million shares of
PPL common stock. Under the forward sale agreements, PPL was obligated to settle these forward sale agreements no later than November 2019. The
forward sale agreements were classified as equity transactions.
In September 2018, PPL settled a portion of the initial forward sale agreements by issuing 20 million shares of PPL common stock, resulting in net cash
proceeds of $520 million. In November 2019, PPL settled the remaining 43.25 million shares of PPL common stock, resulting in net cash proceeds of $1.1
billion. The net proceeds received will be used for general corporate purposes. See Note 5 for information on the forward sale agreements impact on the
calculation of diluted EPS.
ATM Program
In February 2018, PPL entered into an equity distribution agreement, pursuant to which PPL may sell, from time to time, up to an aggregate of $1.0 billion of
its common stock through an at-the-market offering program, including a forward sales component. The compensation paid to the selling agents by PPL may
be up to 2% of the gross offering proceeds of the shares. There were no issuances under the ATM program for the twelve months ended December 31, 2019.
PPL issued 42 million shares of common stock and received proceeds of $119 million for the year ended December 31, 2018.
Distributions and Related Restrictions
In November 2019, PPL declared its quarterly common stock dividend, payable January 2, 2020, at 41.25 cents per share (equivalent to $1.65 per annum). On
February 14, 2020, PPL announced an increase of its quarterly common stock dividend to 41.5 cents per share (equivalent to $1.66 per annum). Future
dividends, declared at the discretion of the Board of Directors, will depend upon future earnings, cash flows, financial and legal requirements and other
factors.
Neither PPL Capital Funding nor PPL may declare or pay any cash dividend or distribution on its capital stock during any period in which PPL Capital
Funding defers interest payments on its 2007 Series A Junior Subordinated Notes due 2067 or 2013 Series B Junior Subordinated Notes due 2073. At
December 31, 2019, no interest payments were deferred.
WPD subsidiaries have financing arrangements that limit their ability to pay dividends. However, PPL does not, at this time, expect that any of such
limitations would significantly impact PPL's ability to meet its cash obligations.
(All Registrants)
PPL relies on dividends or loans from its subsidiaries to fund PPL's dividends to its common shareholders. The net assets of certain PPL subsidiaries are
subject to legal restrictions. LKE primarily relies on dividends from its subsidiaries to fund its distributions to PPL. LG&E, KU and PPL Electric are subject
to Section 305(a) of the Federal Power Act, which makes it unlawful for a public utility to make or pay a dividend from any funds "properly included in
capital account." The meaning of this limitation has never been clarified under the Federal Power Act. LG&E, KU and PPL Electric believe, however, that
this statutory restriction, as applied to their circumstances, would not be construed or applied by the FERC to prohibit the payment from retained earnings of
dividends that are not excessive and are for lawful and legitimate business purposes. In February 2012, LG&E and KU petitioned the FERC requesting
authorization to pay dividends in the future based on retained earnings balances calculated without giving effect to the impact of purchase accounting
adjustments for PPL's 2010 acquisition of LKE. In May 2012, the FERC approved the petitions with the further condition that each utility may not pay
dividends if such payment would cause its adjusted equity ratio to fall below 30% of total capitalization. Accordingly, at December 31, 2019, net assets of $3
billion ($1.3 billion for LG&E and $1.7 billion for KU) were restricted for purposes of paying dividends to LKE, and net assets of $3.3 billion ($1.5 billion
for LG&E and $1.8 billion for KU) were available for payment of dividends to LKE. LG&E and KU believe they will not be required to change their current
dividend practices as a result of the foregoing requirement. In addition, under Virginia law, KU is prohibited from making loans to affiliates without the prior
approval of the VSCC. There are no comparable statutes under Kentucky law applicable to LG&E and KU, or under Pennsylvania law applicable to PPL
Electric. However, orders from the KPSC require LG&E and KU to obtain prior consent or approval before lending amounts to PPL.
9. Leases
(All Registrants)
The Registrants determine whether contractual arrangements contain a lease by evaluating whether those arrangements either implicitly or explicitly identify
an asset, whether the Registrants have the right to obtain substantially all of the economic benefits from use of the asset throughout the term of the
arrangement, and whether the Registrants have the right to direct the
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use of the asset. Renewal options are included in the lease term if it is reasonably certain the Registrants will exercise those options. Periods for which the
Registrants are reasonably certain not to exercise termination options are also included in the lease term. The Registrants have certain agreements with lease
and non-lease components, such as office space leases, which are generally accounted for separately.
LKE, LG&E and KU have entered into various operating leases primarily for office space, vehicles and railcars. The leases generally have fixed payments
with expiration dates ranging from 2020 to 2025, some of which have options to extend the leases from one year to ten years and some have options to
terminate at LKE's, LG&E's and KU's discretion. For leases that existed as of December 31, 2018, payments associated with renewal options are not included
in the measurement of the lease liability and right-of-use (ROU) asset.
PPL has also entered into various operating leases primarily for office space, land easements, telecom assets and warehouse space. These leases generally
have fixed payments with expiration dates ranging from 2020 through 2029, except for the land agreements which extend through 2116.
PPL Electric also has operating leases which do not have a significant impact to its operations.
Short-term Leases
Short-term leases are leases with a term that is 12 months or less and do not include a purchase option or option to extend the initial term of the lease to
greater than 12 months that the Registrants are reasonably certain to exercise. The Registrants have made an accounting policy election to not recognize the
ROU asset and the lease liability arising from leases classified as short-term. Expenses related to short-term leases are included in the tables below.
Discount Rate
The discount rate for a lease is the rate implicit in the lease unless that rate cannot be readily determined. In that case, the Registrants are required to use their
incremental borrowing rate, which is the rate the Registrants would have to pay to borrow, on a collateralized basis over a similar term, an amount equal to
the lease payments in a similar economic environment.
The Registrants receive secured borrowing rates from financial institutions based on their applicable credit profiles. The Registrants use the secured rate
which corresponds with the term of the applicable lease.
Practical Expedients
See Note 1 for information on the adoption of the new lease guidance as well as the practical expedients the Registrants have elected as part of the transition.
(PPL, LKE, LG&E and KU)
Lessee Transactions
The following table provides the components of lease cost for the Registrants' operating leases for the year ended December 31, 2019.
PPL

LKE

LG&E

KU

Lease cost:
Operating lease cost

$

33

Short-term lease cost

$

25

7
$

Total lease cost

40

$

12

2
$

27

$

13

1
$

13

1
$

14

The following table provides other key information related to the Registrants' operating leases at December 31, 2019.
PPL

LKE

LG&E

KU

Cash paid for amounts included in the measurement of lease liabilities:
Operating cash flows from operating leases

$

Right-of-use asset obtained in exchange for new operating lease liabilities

29
46
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21
16

$

9
5

$

11
11
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The following table provides the total future minimum rental payments for operating leases, as well as a reconciliation of these undiscounted cash flows to the
lease liabilities recognized on the Balance Sheets as of December 31, 2019.
PPL
2020

$

LKE
29

$

LG&E
18

KU

$

7

$

11

2021

22

13

5

8

2022

17

9

4

5

2023

15

7

3

4

2024

12

6

2

4

Thereafter

27

8

3

$

Total

122

Weighted-average discount rate

$

61

3.48%

Weighted-average remaining lease term (in years)
$

$

$

36

3.89%

5

26

4

24

3.96%

8

Current lease liabilities (a)

$

4.01%

5

16

$

5

6

$

10

Non-current lease liabilities (a)

78

39

15

23

Right-of-use assets (b)

96

47

18

28

(a)
(b)

Current lease liabilities are included in "Other Current Liabilities" on the Balance Sheets. Non-current lease liabilities are included in "Other deferred credits and noncurrent liabilities" on the
Balance Sheets. The difference between the total future minimum lease payments and the recorded lease liabilities is due to the impact of discounting.
Right-of-use assets are included in "Other noncurrent assets" on the Balance Sheets.

At December 31, 2018, the total future minimum rental payments for all operating leases were estimated to be:
PPL
2019

$

LKE
26

$

LG&E
20

$

KU
10

$

10

2020

21

15

6

9

2021

15

11

4

7

2022

13

7

3

4

2023

8

6

3

3

Thereafter

33
$

Total

116

11
$

70

4
$

30

6
$

39

Lessor Transactions
Third parties lease land from LKE, LG&E and KU at certain generation plants to produce refined coal used to generate electricity. The leases are operating
leases and expire in 2021. Payments are allocated among lease and non-lease components as stated in the agreements. Lease payments are fixed or are
determined based on the amount of refined coal used in electricity generation at the facility. Payments received are primarily recorded as a regulatory liability
and are amortized in accordance with regulatory approvals.
WPD leases property and telecom assets to third parties, which generally expire through 2029. These leases are operating leases. Generally, lease payments
are fixed and include only a lease component.
At December 31, 2019, PPL, LKE, LG&E and KU expect to receive the following fixed lease payments over the remaining term of their operating lease
agreements:
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PPL
2020

$

LKE
13

$

LG&E
7

$

KU
—

$

7

2021

11

5

—

5

2022

5

—

—

—

2023

5

1

—

—

2024

3

—

—

—

Thereafter

12

—

—

—

Total

$

49

$

13

$

—

$

12

Lease income recognized for the twelve months ended December 31, 2019

$

21

$

13

$

5

$

8

10. Stock-Based Compensation
(PPL, PPL Electric and LKE)
Under the ICP, SIP and the ICPKE (together, the Plans), restricted shares of PPL common stock, restricted stock units, performance units and stock options
may be granted to officers and other key employees of PPL, PPL Electric, LKE and other affiliated companies. Awards under the Plans are made by the
Compensation, Governance and Nominating Committee (CGNC) of the PPL Board of Directors, in the case of the ICP and SIP, and by the PPL Corporate
Leadership Council (CLC), in the case of the ICPKE.
The following table details the award limits under each of the Plans.

Plan

Total Plan

Annual Grant Limit
Total As % of
Outstanding

Annual Grant

Award
Limit

PPL Common Stock
On First Day of

Limit
Options

For awards
denominated in

(Shares)

Each Calendar Year

(Shares)

shares (Shares)

SIP

15,000,000

ICPKE

14,199,796

2,000,000
2%

Annual Grant Limit
For Individual Participants Performance Based Awards

750,000

For awards
denominated in
cash (in dollars)
$

15,000,000

3,000,000

Any portion of these awards that has not been granted may be carried over and used in any subsequent year. If any award lapses, the rights of the participant
terminate, or, with respect to certain awards, is forfeited, and the shares of PPL common stock underlying such an award are again available for grant. Shares
delivered under the Plans may be in the form of authorized and unissued PPL common stock, common stock held in treasury by PPL or PPL common stock
purchased on the open market (including private purchases) in accordance with applicable securities laws.
Restricted Stock Units
Restricted stock units represent the right to receive shares of PPL common stock in the future, generally three years after the date of grant, in an amount based
on the fair value of PPL common stock on the date of grant.
Under the SIP, each restricted stock unit entitles the grant recipient to accrue additional restricted stock units equal to the amount of quarterly dividends paid
on PPL stock. These additional restricted stock units are deferred and payable in shares of PPL common stock at the end of the restriction period. Dividend
equivalents on restricted stock unit awards granted under the ICPKE are currently paid in cash when dividends are declared by PPL.
The fair value of restricted stock units granted is recognized on a straight-line basis over the restriction period or through the date at which the employee
reaches retirement eligibility. The fair value of restricted stock units granted to retirement-eligible employees is recognized as compensation expense
immediately upon the date of grant. Recipients of restricted stock units granted under the ICPKE may also be granted the right to receive dividend equivalents
through the end of the restriction period or until the award is forfeited. Restricted stock units are subject to forfeiture or accelerated payout under the plan
provisions for termination, retirement, disability and death of employees. Restrictions lapse on restricted stock units fully, in certain situations, as defined by
each of the Plans.
The weighted-average grant date fair value of restricted stock units granted was:
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2019
PPL

$

2018
31.95

$

2017
30.58

$

35.30

PPL Electric

32.33

30.00

35.45

LKE

30.65

30.98

35.25

Restricted stock unit activity for 2019 was:
WeightedAverage
Grant Date Fair
Value Per Share

Restricted
Shares/Units
PPL
Nonvested, beginning of period

1,098,203

$

33.45

Granted

479,428

31.95

Vested

(429,258)

33.64

(10,688)

31.53

Forfeited

1,137,685

Nonvested, end of period

32.76

PPL Electric
Nonvested, beginning of period

187,337

Transfer between registrants

$

33.09

(3,305)

33.06

Granted

112,138

32.33

Vested

(59,661)

33.77

(6,649)

31.01

Forfeited

229,860

Nonvested, end of period

32.61

LKE
Nonvested, beginning of period

133,030

$

33.45

Granted

76,256

30.65

Vested

(42,841)

33.75

Nonvested, end of period

166,445

32.09

Substantially all restricted stock unit awards are expected to vest.
The total fair value of restricted stock units vesting for the years ended December 31 was:
2019
PPL

$

2018
13

$

2017
16

$

20

PPL Electric

2

2

3

LKE

1

5

4

Performance Units - Total Shareowner Return
Performance units based on relative Total Shareowner Return (TSR) are intended to encourage and reward future corporate performance. Performance units
represent a target number of shares (Target Award) of PPL's common stock that the recipient would receive upon PPL's attainment of the applicable
performance goal. Performance is determined based on TSR during a three-year performance period. At the end of the period, payout is determined by
comparing PPL's performance to the TSR of the companies included in the Philadelphia Stock Exchange Utility Index. Awards are payable on a graduated
basis based on thresholds that measure PPL's performance relative to peers that comprise the applicable index on which each year's awards are measured.
Awards can be paid up to 200% of the Target Award or forfeited with no payout if performance is below a minimum established performance threshold.
Dividends payable during the performance cycle accumulate and are converted into additional performance units and are payable in shares of PPL common
stock upon completion of the performance period based on the CGNC's determination of achievement of the performance goals. Under the plan provisions,
TSR performance units are subject to forfeiture upon termination of employment other than retirement, one year or more from commencement of the
performance period, disability or death of an employee.
The fair value of TSR performance units granted to retirement-eligible employees is recognized as compensation expense on a straight-line basis over a oneyear period, the minimum vesting period required for an employee to be entitled to payout of the
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awards with no proration. For employees who are not retirement-eligible, compensation expense is recognized over the shorter of the three-year performance
period or the period until the employee is retirement-eligible, with a minimum vesting and recognition period of one-year. If an employee retires before the
one-year vesting period, the performance units are forfeited. Performance units vest on a pro rata basis, in certain situations, as defined by each of the Plans.
The fair value of each performance unit granted was estimated using a Monte Carlo pricing model that considers stock beta, a risk-free interest rate, expected
stock volatility and expected life. The stock beta was calculated comparing the risk of the individual securities to the average risk of the companies in the
index group. The risk-free interest rate reflects the yield on a U.S. Treasury bond commensurate with the expected life of the performance unit. Volatility over
the expected term of the performance unit is calculated using daily stock price observations for PPL and all companies in the index group and is evaluated
with consideration given to prior periods that may need to be excluded based on events not likely to recur that had impacted PPL and the companies in the
index group. PPL uses a mix of historic and implied volatility to value awards.
The weighted-average assumptions used in the model were:
2019
Expected stock volatility

2018
17.57%

Expected life

2017
17.60%

3 years

17.40%

3 years

3 years

The weighted-average grant date fair value of TSR performance units granted was:
2019
PPL

$

2018
35.83

$

2017
38.26

$

38.38

PPL Electric

35.68

38.37

38.37

LKE

35.93

38.32

38.24

TSR Performance
Units

WeightedAverage Grant
Date Fair Value
Per Share

TSR performance unit activity for 2019 was:

PPL
Nonvested, beginning of period

840,124

Granted
Forfeited (a)
Nonvested, end of period

$

37.89

250,734

35.83

(351,466)

37.24

739,392

37.50

PPL Electric
Nonvested, beginning of period

67,863

Granted
Forfeited (a)
Nonvested, end of period

$

37.86

24,158

35.68

(25,222)

36.92

66,799

37.43

LKE
Nonvested, beginning of period

148,996

Granted
Forfeited (a)
Nonvested, end of period
(a)

$

37.81

39,453

35.93

(57,916)

37.02

130,533

37.60

Primarily related to the forfeiture of 2016 performance units as performance during the period was below the minimum established performance threshold, which resulted in no payout.

There were no TSR performance units vesting for the year ended December 31, 2019 and the total fair value of TSR performance units vesting for the year
ended December 31, 2018 and 2017 was $3 million and $8 million for PPL and insignificant for PPL Electric and LKE.
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Performance Units - Return on Equity
Beginning in 2017, PPL changed its executive compensation mix to add performance units based on achievement of a corporate Return on Equity (ROE).
ROE performance units are intended to further align compensation with the company’s strategy and reward for future corporate performance.
Payout of these performance units will be based on the calculated average of the annual corporate ROE for each year of the three-year performance period for
PPL Corporation. ROE performance units represent a target number of shares (Target Award) of PPL's common stock that the recipient would receive upon
PPL's attainment of the applicable ROE performance goal. ROE performance units can be paid up to 200% of the Target Award or forfeited with no payout if
performance is below a minimum established performance threshold. Dividends payable during the performance cycle accumulate and are converted into
additional performance units and are payable in shares of PPL common stock upon completion of the performance period based on the CGNC's determination
of achievement of the performance goals. Under the plan provisions, these performance units are subject to forfeiture upon termination of employment other
than retirement, disability or death of an employee.
The fair value of each ROE performance unit is based on the closing price of PPL Common Stock on the date of grant. The fair value of ROE performance
units is recognized on a straight-line basis over the service period or through the date at which the employee reaches retirement eligibility. The fair value
awards granted to retirement-eligible employees is recognized as compensation expense immediately upon the date of grant. As these awards are based on
performance conditions, the level of attainment is monitored each reporting period and compensation expense is adjusted based on the expected attainment
level.
The weighted-average grant date fair value of ROE performance units granted was:
2019
PPL

$

2018
30.89

$

2017
32.21

$

32.42

PPL Electric

30.76

32.32

34.41

LKE

30.99

32.28

34.29

ROE performance unit activity for 2019 was:
WeightedAverage Grant
Date Fair Value
Per Share

ROE Performance
Unit
PPL
Nonvested, beginning of period

328,958

Granted
Nonvested, end of period

$

32.86

241,807

30.89

570,765

32.02

PPL Electric
Nonvested, beginning of period

25,960

Granted
Nonvested, end of period

$

32.96

23,234

30.76

49,194

31.92

LKE
Nonvested, beginning of period

69,620

Granted
Nonvested, end of period

$

32.87

38,185

30.99

107,805

32.20

Stock Options
PPL's CGNC eliminated the use of stock options due to changes in its long-term incentive mix beginning in January 2014.
Under the Plans, stock options had been granted with an option exercise price per share not less than the fair value of PPL's common stock on the date of
grant. Options outstanding at December 31, 2019, are fully vested. All options expire no later than 10 years from the grant date. The options become
exercisable immediately in certain situations, as defined by each of the Plans.
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Stock option activity for 2019 was:
WeightedAverage
Remaining
Contractual
Term (years)

Weighted
Average
Exercise
Price Per Share

Number
of Options

Aggregate
Total Intrinsic
Value

PPL
Outstanding at beginning of period

2,914,525

$

26.26

Exercised

(1,578,554)

26.31

Forfeited

(5,028)

28.77

1,330,943

Outstanding and exercisable at end of period

26.20

2.5

$

13

For 2019, 2018 and 2017, PPL received $53 million, $5 million and $19 million in cash from stock options exercised. The total intrinsic value of stock
options exercised for 2019 was $11 million, insignificant in 2018 and $8 million for 2017. The related income tax benefits realized were not significant.
Compensation Expense
Compensation expense for restricted stock, restricted stock units, performance units and stock options accounted for as equity awards, which for PPL Electric
and LKE includes an allocation of PPL Services' expense, was:
2019
PPL

$

2018
35

PPL Electric
LKE

$

2017
25

$

32

12

10

18

9

8

8

The income tax benefit related to above compensation expense was as follows:
2019
PPL

$

2018
10

$

2017
10

$

13

PPL Electric

3

3

8

LKE

2

2

3

At December 31, 2019, unrecognized compensation expense related to nonvested stock awards was:
WeightedAverage
Period for
Recognition

Unrecognized
Compensation
Expense
PPL

14

1.9

PPL Electric

$

3

2.2

LKE

1

1.5

11. Retirement and Postemployment Benefits
(All Registrants)
Defined Benefits
Certain employees of PPL's domestic subsidiaries are eligible for pension benefits under non-contributory defined benefit pension plans with benefits based
on length of service and final average pay, as defined by the plans. Effective January 1, 2012, PPL's primary defined benefit pension plan was closed to all
newly hired salaried employees. Effective July 1, 2014, PPL's primary defined benefit pension plan was closed to all newly hired bargaining unit employees.
Newly hired employees are eligible to participate in the PPL Retirement Savings Plan, a 401(k) savings plan with enhanced employer contributions.
The defined benefit pension plans of LKE and its subsidiaries were closed to new salaried and bargaining unit employees hired after December 31, 2005.
Employees hired after December 31, 2005 receive additional company contributions above the standard matching contributions to their savings plans. The
pension plans sponsored by LKE and LG&E were merged effective January 1, 2020 into the LG&E and KU Pension Plan. The merged plan is sponsored by
LKE. LG&E and KU participate in this plan.
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Effective April 1, 2010, the principal defined benefit pension plan applicable to WPD (South West) and WPD (South Wales) was closed to most new
employees, except for those meeting specific grandfathered participation rights. WPD Midlands' defined benefit plan had been closed to new members,
except for those meeting specific grandfathered participation rights, prior to acquisition. New employees not eligible to participate in the plans are offered
benefits under a defined contribution plan.
PPL and certain of its subsidiaries also provide supplemental retirement benefits to executives and other key management employees through unfunded
nonqualified retirement plans.
Certain employees of PPL's domestic subsidiaries are eligible for certain health care and life insurance benefits upon retirement through contributory plans.
Effective January 1, 2014, the PPL Postretirement Medical Plan was closed to all newly hired salaried employees. Effective July 1, 2014, the PPL
Postretirement Medical Plan was closed to all newly hired bargaining unit employees. Postretirement health benefits may be paid from 401(h) accounts
established as part of the PPL Retirement Plan and the LG&E and KU Pension Plan within the PPL Services Corporation Master Trust, funded VEBA trusts
and company funds. WPD does not sponsor any postretirement benefit plans other than pensions.
(PPL)
The following table provides the components of net periodic defined benefit costs (credits) for PPL's domestic (U.S.) and WPD's (U.K.) pension and other
postretirement benefit plans for the years ended December 31.
Pension Benefits
U.S.
2019

U.K.

2018

2017

2019

Other Postretirement Benefits

2018

2017

2019

2018

2017

Net periodic defined benefit costs (credits):
Service cost

$

Interest cost
Expected return on plan assets

50

$

62

$

65

$

68

$

82

$

76

$

6

$

7

$

7

164

156

168

187

185

178

22

21

23

(245)

(249)

(231)

(588)

(587)

(514)

(18)

(23)

(22)

Amortization of:
Prior service cost (credit)
Actuarial (gain) loss
Net periodic defined benefit costs
(credits) prior to settlements and termination benefits
Settlements
Termination benefits
Net periodic defined benefit costs
(credits)

$

8

10

10

1

—

—

(1)

(1)

(1)

56

84

69

92

151

144

1

—

1

33

63

81

(240)

(169)

(116)

10

4

8

1

—

1

—

—

—

—

—

—

—

—

1

—

—

—

—

—

—

34

$

63

$

83

$

(240)

$

(169)

$

(116)

$

10

$

4

$

8

Other Changes in Plan Assets and Benefit
Obligations Recognized in OCI and Regulatory
Assets/Liabilities - Gross:
Settlement
Net (gain) loss
Prior service cost
(credit)

(1)

—

(1)

—

—

—

—

—

—

(121)

157

27

723

201

346

(18)

8

(28)

(1)

—

13

—

—

—

8

2

1

Amortization of:
Prior service (cost) credit

(8)

(10)

(10)

(1)

—

—

1

1

1

Actuarial gain (loss)
Total recognized in OCI and
regulatory assets/liabilities (a)

(56)

(84)

(69)

(92)

(151)

(144)

(1)

—

(1)

(184)

64

(54)

630

63

202

(18)

9

(20)

Total recognized in net periodic
defined benefit costs, OCI and regulatory
assets/liabilities (a)
(a)

$

(150)

$

127

$

29

$

390

$

(106)

$

86

$

(8)

$

WPD is not subject to accounting for the effects of certain types of regulation as prescribed by GAAP. As a result, WPD does not record regulatory assets/liabilities.
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For PPL's U.S. pension benefits and for other postretirement benefits, the amounts recognized in OCI and regulatory assets/liabilities for the years ended
December 31 were as follows:
U.S. Pension Benefits
2019
OCI

$

Regulatory assets/liabilities
Total recognized in OCI and
regulatory assets/liabilities

(194)

$

(184)

2017
90

10
$

Other Postretirement Benefits

2018
$

(53)

(26)
$

64

2019
$

(13)

(1)
$

(54)

2018
$

20

(5)
$

(18)

2017
$

(25)

(11)
$

9

5
$

(20)

(LKE)
The following table provides the components of net periodic defined benefit costs for LKE's pension and other postretirement benefit plans for the years
ended December 31.
Pension Benefits
2019

Other Postretirement Benefits

2018

2017

2019

2018

2017

Net periodic defined benefit costs (credits):
Service cost

$

22

Interest cost
Expected return on plan assets

$

25

$

24

$

4

$

4

$

4

66

63

68

8

8

9

(101)

(102)

(92)

(8)

(9)

(7)

Amortization of:
Prior service cost
Actuarial (gain) loss (a)
Net periodic defined benefit costs (b)

8

9

8

1

1

1

22

35

31

(1)

—

—

$

17

$

30

$

39

$

4

$

$

(37)

$

40

$

30

$

(14)

$

4

$

7

1

$

(14)

Other Changes in Plan Assets and Benefit
Obligations Recognized in OCI and
Regulatory Assets/Liabilities - Gross:
Net (gain) loss
Prior service cost

2

—

7

—

—

8

Prior service credit

(8)

(9)

(8)

(1)

(1)

(1)

Actuarial gain (loss)
Total recognized in OCI and
regulatory assets/liabilities

(22)

(35)

(32)

1

—

—

(65)

(4)

(3)

(14)

—

(7)

Amortization of:

Total recognized in net periodic
defined benefit costs, OCI and
regulatory assets/liabilities

$

(48)

$

26

$

36

$

(10)

$

4

$

—

(a)

As a result of the 2014 Kentucky rate case settlement that became effective July 1, 2015, the difference between actuarial (gain)/loss calculated in accordance with LKE's pension accounting

(b)

policy and actuarial (gain)/loss calculated using a 15 year amortization period was $5 million in 2019 and $11 million in 2018 and 2017.
Due to the amount of lump sum payment distributions from the LG&E qualified pension plan, settlement charges of $5 million in 2019, $6 million in 2018 and $5 million in 2017 were
incurred. In accordance with existing regulatory accounting treatment, LG&E has maintained the settlement charge in regulatory assets. The amount will be amortized in accordance with
existing regulatory practice.

For LKE's pension and other postretirement benefits, the amounts recognized in OCI and regulatory assets/liabilities for the years ended December 31 were
as follows:
Pension Benefits
2019
OCI
Regulatory assets/liabilities
Total recognized in OCI and
regulatory assets/liabilities

$

13

$

(78)
$

Other Postretirement Benefits

2018

(65)

2017
(25)

$

21
$

(4)

2019
33

$

(36)
$

(3)

2018
(7)

$

(7)
$

(14)

2017
4

$

(4)
$

—

$

(LG&E)
The following table provides the components of net periodic defined benefit costs for LG&E's pension benefit plan for the years ended December 31.
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Pension Benefits
2019

2018

2017

Net periodic defined benefit costs (credits):
Service cost

$

1

Interest cost
Expected return on plan assets

$

1

$

1

11

12

13

(21)

(22)

(22)

5

5

5

Amortization of:
Prior service cost
Actuarial loss (a)

9

Net periodic defined benefit costs (b)

7

$

5

$

$

(19)

$

9

3

$

6

22

$

(9)

Other Changes in Plan Assets and Benefit Obligations
Recognized in Regulatory Assets - Gross:
Net (gain) loss
Prior service cost

—

—

7

Prior service credit

(5)

(5)

(5)

Actuarial gain

(9)

(7)

(9)

(33)

10

(16)

Amortization of:

Total recognized in regulatory assets/liabilities

$

Total recognized in net periodic defined benefit costs and regulatory assets
(a)
(b)

(28)

$

13

$

(10)

As a result of the 2014 Kentucky rate case settlement that became effective July 1, 2015, the difference between actuarial (gain)/loss calculated in accordance with LG&E's pension accounting
policy and actuarial (gain)/loss calculated using a 15 year amortization period was $3 million in 2019, $2 million in 2018 and $7 million in 2017.
Due to the amount of lump sum payment distributions from the LG&E qualified pension plan, settlement charges of $5 million in 2019, $6 million in 2018 and $5 million in 2017 were
incurred. In accordance with existing regulatory accounting treatment, LG&E has maintained the settlement charge in regulatory assets. The amount will be amortized in accordance with
existing regulatory practice.

(All Registrants)
The following net periodic defined benefit costs (credits) were charged to expense or regulatory assets, excluding amounts charged to construction and other
non-expense accounts. The U.K. pension benefits apply to PPL only.
Pension Benefits
U.S.
2019
PPL

$

U.K.

2018
18

$

2017
40

$

2019
59

$

(287)

Other Postretirement Benefits

2018
$

(226)

2017
$

2019

(151)

$

2018
8

$

2017
2

$

5

PPL Electric (a)

(4)

4

12

4

(1)

—

LKE (b)

12

21

28

2

3

5

LG&E (b)

3

4

8

2

2

3

KU (a) (b)

(1)

2

4

—

1

1

(a)
(b)

PPL Electric and KU do not directly sponsor any defined benefit plans. PPL Electric and KU were allocated these costs of defined benefit plans sponsored by PPL Services (for PPL Electric)
and by LKE (for KU), based on their participation in those plans, which management believes are reasonable. KU is also allocated costs of defined benefit plans from LKS for defined benefit
plans sponsored by LKE. See Note 14 for additional information on costs allocated to KU from LKS.
As a result of the 2014 Kentucky rate case settlement that became effective July 1, 2015, the difference between net periodic defined benefit costs calculated in accordance with LKE's, LG&E's
and KU's pension accounting policy and the net periodic defined benefit costs calculated using a 15 year amortization period for gains and losses is recorded as a regulatory asset. Of the costs
charged to Other operation and maintenance, Other Income (Expense) - net or regulatory assets, excluding amounts charged to construction and other non-expense accounts, $2 million for
LG&E and $1 million for KU were recorded as regulatory assets in 2019, $3 million for LG&E and $2 million for KU were recorded as regulatory assets in 2018 and $4 million for LG&E and
$2 million for KU were recorded as regulatory assets in 2017.

In the table above, LG&E amounts include costs for the specific plans it sponsors and the following allocated costs of defined benefit plans sponsored by
LKE. LG&E is also allocated costs of defined benefit plans from LKS for defined benefit plans sponsored by LKE. See Note 14 for additional information on
costs allocated to LG&E from LKS. These allocations are based on LG&E's participation in those plans, which management believes are reasonable:
Pension Benefits
2019
LG&E Non-Union Only

$

Other Postretirement Benefits

2018
—

$

2017
2
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$

2019
5

$

2018
2

$

2017
2

$

3
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(PPL, LKE and LG&E)
PPL, LKE and LG&E use the base mortality tables issued by the Society of Actuaries in October 2014 (RP-2014 base tables with collar and factor
adjustments, where applicable) for all U.S. defined benefit pension and other postretirement benefit plans. In 2017, PPL, LKE and LG&E updated to the MP2017 mortality improvement scale from 2006 on a generational basis and continued to use this improvement scale in 2019.
The following weighted-average assumptions were used in the valuation of the benefit obligations at December 31. The U.K. pension benefits apply to PPL
only.
Pension Benefits
U.S.
2019

U.K.
2018

2019

Other Postretirement Benefits
2018

2019

2018

PPL
Discount rate

3.64%

4.35%

1.94%

2.98%

3.60%

4.31%

Rate of compensation increase

3.79%

3.79%

3.25%

3.50%

3.76%

3.76%

Discount rate

3.62%

4.35%

3.59%

4.32%

Rate of compensation increase

3.50%

3.50%

3.50%

3.50%

3.60%

4.33%

LKE

LG&E
Discount rate

The following weighted-average assumptions were used to determine the net periodic defined benefit costs for the years ended December 31. The U.K.
pension benefits apply to PPL only.
Pension Benefits
U.S.
2019

2018

U.K.
2017

2019

2018

Other Postretirement Benefits
2017

2019

2018

2017

PPL
Discount rate service cost

4.35%

3.70%

4.21%

3.12%

2.73%

2.99%

4.31%

3.64%

Discount rate interest cost

4.35%

3.70%

4.21%

2.62%

2.31%

2.41%

4.31%

3.64%

4.11%
4.11%

Rate of compensation increase

3.79%

3.78%

3.95%

3.50%

3.50%

3.50%

3.76%

3.75%

3.92%

Expected return on plan assets

7.25%

7.25%

7.00%

7.21%

7.23%

7.22%

6.46%

6.40%

6.21%

Discount rate

4.35%

3.69%

4.19%

4.32%

3.65%

4.12%

Rate of compensation increase

3.50%

3.50%

3.50%

3.50%

3.50%

3.50%

Expected return on plan assets (a)

7.25%

7.25%

7.00%

7.00%

7.15%

6.82%

Discount rate

4.33%

3.65%

4.13%

Expected return on plan assets (a)

7.25%

7.25%

7.00%

LKE

LG&E

(a)

The expected long-term rates of return for pension and other postretirement benefits are based on management's projections using a best-estimate of expected returns, volatilities and
correlations for each asset class. Each plan's specific current and expected asset allocations are also considered in developing a reasonable return assumption.
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(PPL and LKE)
The following table provides the assumed health care cost trend rates for the years ended December 31:
2019

2018

2017

PPL and LKE
Health care cost trend rate assumed for next year
– obligations

6.6%

6.6%

6.6%

– cost

6.6%

6.6%

7.0%

– obligations

5.0%

5.0%

5.0%

– cost

5.0%

5.0%

5.0%

Rate to which the cost trend rate is assumed to decline (the ultimate trend rate)

Year that the rate reaches the ultimate trend rate
– obligations

2024

2023

2022

– cost

2023

2022

2022

(PPL)
The funded status of PPL's plans at December 31 was as follows:
Pension Benefits
U.S.
2019

U.K.
2018

2019

Other Postretirement Benefits
2018

2019

2018

Change in Benefit Obligation
Benefit Obligation, beginning of period

$

3,883

$

4,288

$

7,275

$

8,219

$

538

$

589

Service cost

50

62

68

82

6

7

Interest cost

164

156

187

185

22

21

—

—

12

13

14

13

12

—

—

(406)

34

(34)

Participant contributions
Plan amendments

2

Actuarial (gain) loss

1

368

Settlements
Gross benefits paid
Federal subsidy
Currency conversion
Benefit Obligation, end of period

—

(352)

1,220

(21)

—

—

—

—

—

(300)

(272)

(363)

(381)

(58)

(58)

—

—

—

—

1

—

—

—

116

—

—

4,146

3,883

8,515

7,275

(449)

557

538

3,109

3,488

7,801

8,490

301

405

Change in Plan Assets
Plan assets at fair value, beginning of period
Actual return on plan assets

735

(260)

(30)

71

(20)

Employer contributions

63

153

278

188

10

23

Participant contributions

—

—

12

13

10

11

Transfer out (a)

—

—

—

—

—

(65)

(22)

—

—

—

—

—

(300)

(272)

(363)

(381)

(52)

(53)

—

—

122

(479)

—

—

3,585

3,109

8,945

340

301

Settlements
Gross benefits paid
Currency conversion
Plan assets at fair value, end of period

Funded Status, end of period

$

(561)

$

$

24

$

1,095

7,801

(774)

$

430

$

526

$

(217)

$

—

$

440

$

535

$

11

$

(237)

Amounts recognized in the Balance Sheets consist of:
Noncurrent asset
Current liability

(8)

Noncurrent liability
Net amount recognized, end of period

(13)

(577)
$

(561)

(1)

(761)
$

(774)

176

(1)

(9)
$

430

(2)

(8)
$

526

(226)
$

(217)

2
(3)
(236)

$

(237)
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Pension Benefits
U.S.
2019

U.K.
2018

2019

Other Postretirement Benefits
2018

2019

2018

Amounts recognized in AOCI and regulatory
assets/liabilities (pre-tax) consist of:
Prior service cost (credit)

$

Net actuarial (gain) loss

34

$

1,029

40

$

11

1,207

$

12

3,435

Total (b)

$

1,063

$

1,247

$

3,446

$

2,818

Total accumulated benefit obligation
for defined benefit pension plans

$

3,910

$

3,668

$

7,821

$

6,689

(a)
(b)

$

10

2,806

$

10

6
$

16

24
$

34

In May 2018, PPL received a favorable private letter ruling from the IRS permitting a transfer of excess funds from the PPL Bargaining Unit Retiree Health Plan VEBA to a new subaccount
within the VEBA to be used to pay medical claims of active bargaining unit employees.
WPD is not subject to accounting for the effects of certain types of regulation as prescribed by GAAP and as a result, does not record regulatory assets/liabilities.

For PPL's U.S. pension and other postretirement benefit plans, the amounts recognized in AOCI and regulatory assets/liabilities at December 31 were as
follows:
U.S. Pension Benefits
2019
AOCI

$

2018
352

Regulatory assets/liabilities

$

$

1,063

2019
370

711

Total

Other Postretirement Benefits

$

877
$

1,247

2018
13

$

21

3
$

16

13
$

34

The actuarial (gain) loss for all pension plans in 2019 and 2018 was primarily related to a change in the discount rate used to measure the benefit obligations
of those plans.
The following tables provide information on pension plans where the projected benefit obligation (PBO) or accumulated benefit obligation (ABO) exceed the
fair value of plan assets:
U.S.

U.K.

PBO in excess of plan assets

PBO in excess of plan assets

2019
Projected benefit obligation

$

2018
3,861

Fair value of plan assets

$

2019
3,883

3,275

$

2018
10

3,109

$

Fair value of plan assets

—

U.K.

ABO in excess of plan assets

ABO in excess of plan assets

2019

2019

2018
3,624
3,275

177

9

—

U.S.

Accumulated benefit obligation

$

$

3,668
3,109

$

2018
10
—

$

9
—
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(LKE)
The funded status of LKE's plans at December 31 was as follows:
Pension Benefits
2019

Other Postretirement Benefits
2018

2019

2018

Change in Benefit Obligation
Benefit Obligation, beginning of period

$

1,580

$

1,771

$

205

$

223

Service cost

22

25

4

4

Interest cost

66

63

8

8

Participant contributions

—

—

7

8

2

—

—

—
(16)

Plan amendments
Actuarial (gain) loss (b)

166

(168)

5

Settlements

(16)

—

—

—

(136)

(111)

(21)

(22)

Gross benefits paid (a)
Benefit Obligation, end of period

1,684

1,580

208

205

1,294

1,402

117

116

Change in Plan Assets
Plan assets at fair value, beginning of period
Actual return on plan assets

304

(106)

27

(9)

Employer contributions

24

109

11

24

Participant contributions

—

—

7

8

Settlements
Gross benefits paid
Plan assets at fair value, end of period

(16)

—

—

—

(136)

(111)

(21)

(22)

141

117

1,470

Funded Status, end of period

1,294

$

(214)

$

(286)

$

(67)

$

$

24

$

—

$

11

$

(88)

Amounts recognized in the Balance Sheets consist of:
Noncurrent asset
Current liability

(5)

Noncurrent liability

(4)

(233)

Net amount recognized, end of period

2

(2)

(282)

(3)

(76)

(87)

$

(214)

$

(286)

$

(67)

$

(88)

$

30

$

35

$

10

$

12

Amounts recognized in AOCI and regulatory assets/liabilities (pre-tax) consist of:
Prior service cost
Net actuarial (gain) loss

380

439

Total

$

410

$

474

Total accumulated benefit obligation
for defined benefit pension plans

$

1,561

$

1,467

(a)
(b)

(37)
$

(27)

(25)
$

(13)

Gross benefits paid by the plans include lump-sum cash payments made to participants during 2019 and 2018 of $74 million and $52 million.
The actuarial (gain) loss for all pension plans in 2019 and 2018 was primarily related to changes in the discount rate used to measure the benefit obligations of those plans.

The amounts recognized in AOCI and regulatory assets/liabilities at December 31 were as follows:
Pension Benefits
2019
AOCI

$

Regulatory assets/liabilities

132

$

278
$

Total

178

Other Postretirement Benefits
2018

410

2019
118

$

356
$

474

2018
4

$

(31)
$

(27)

10
(23)

$

(13)
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The following tables provide information on pension plans where the projected benefit obligation (PBO) or accumulated benefit obligations (ABO) exceed
the fair value of plan assets:
PBO in excess of plan assets
2019
Projected benefit obligation

$

2018
1,398

Fair value of plan assets

$

1,580

1,160

1,294

ABO in excess of plan assets
2019
Accumulated benefit obligation

$

2018
1,276

Fair value of plan assets

$

1,467

1,160

1,294

(LG&E)
The funded status of LG&E's plan at December 31, was as follows:
Pension Benefits
2019

2018

Change in Benefit Obligation
Benefit Obligation, beginning of period

$

285

$

326

Service cost

1

1

Interest cost

11

12

25

(24)

Actuarial (gain) loss
Gross benefits paid (a)
Benefit Obligation, end of period

(36)

(30)

286

285

281

325

64

(24)

1

10

Change in Plan Assets
Plan assets at fair value, beginning of period
Actual return on plan assets
Employer contributions
Gross benefits paid
Plan assets at fair value, end of period

Funded Status, end of period

(36)

(30)

310

281

$

24

$

(4)

$

24

$

(4)

$

24

$

(4)

$

17

$

22

Amounts recognized in the Balance Sheets consist of:
Noncurrent asset (liability)
Net amount recognized, end of period

Amounts recognized in regulatory assets (pre-tax) consist of:
Prior service cost
Net actuarial loss

79

107

Total

$

96

$

129

Total accumulated benefit obligation for defined benefit pension plan

$

286

$

285

(a)

Gross benefits paid by the plan include lump-sum cash payments made to participants during 2019 and 2018 of $21 million and $16 million.

LG&E's pension plan had plan assets in excess of projected and accumulated benefit obligations at December 31, 2019. LG&E's pension plan had projected
and accumulated benefit obligations in excess of plan assets at December 31, 2018.
In addition to the plan it sponsors, LG&E is allocated a portion of the funded status and costs of certain defined benefit plans sponsored by LKE. LG&E is
also allocated costs of defined benefit plans from LKS for defined benefit plans sponsored by LKE. See Note 14 for additional information on costs allocated
to LG&E from LKS. These allocations are based on LG&E's participation in those plans, which management believes are reasonable. The actuarially
determined obligations of current active employees and retired employees are used as a basis to allocate total plan activity, including active and retiree costs
and obligations. Allocations to LG&E resulted in (assets)/liabilities at December 31 as follows:
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2019
Pension

$

2018
(7)

Other postretirement benefits

$

7

63

65

(PPL Electric)
Although PPL Electric does not directly sponsor any defined benefit plans, it is allocated a portion of the funded status and costs of plans sponsored by PPL
Services based on its participation in those plans, which management believes are reasonable. The actuarially determined obligations of current active
employees and retirees are used as a basis to allocate total plan activity, including active and retiree costs and obligations. Allocations to PPL Electric resulted
in liabilities at December 31 as follows:

2019
Pension

$

2018
179

Other postretirement benefits

$

285

122

120

(KU)
Although KU does not directly sponsor any defined benefit plans, it is allocated a portion of the funded status and costs of plans sponsored by LKE. KU is
also allocated costs of defined benefit plans from LKS for defined benefit plans sponsored by LKE. See Note 14 for additional information on costs allocated
to KU from LKS. These allocations are based on KU's participation in those plans, which management believes are reasonable. The actuarially determined
obligations of current active employees and retired employees of KU are used as a basis to allocate total plan activity, including active and retiree costs and
obligations. Allocations to KU resulted in (assets)/liabilities at December 31 as follows.
2019
Pension

$

Other postretirement benefits

2018
(31)

$

16

1
25

Plan Assets - U.S. Pension Plans
(PPL, LKE and LG&E)
PPL's primary legacy pension plan and the pension plans sponsored by LKE and LG&E are invested in the PPL Services Corporation Master Trust (the
Master Trust) that also includes 401(h) accounts that are restricted for certain other postretirement benefit obligations of PPL and LKE. The investment
strategy for the Master Trust is to achieve a risk-adjusted return on a mix of assets that, in combination with PPL's funding policy, will ensure that sufficient
assets are available to provide long-term growth and liquidity for benefit payments, while also managing the duration of the assets to complement the duration
of the liabilities. The Master Trust benefits from a wide diversification of asset types, investment fund strategies and external investment fund managers, and
therefore has no significant concentration of risk.
The investment policy of the Master Trust outlines investment objectives and defines the responsibilities of the EBPB, external investment managers,
investment advisor and trustee and custodian. The investment policy is reviewed annually by PPL's Board of Directors.
The EBPB created a risk management framework around the trust assets and pension liabilities. This framework considers the trust assets as being composed
of three sub-portfolios: growth, immunizing and liquidity portfolios. The growth portfolio is comprised of investments that generate a return at a reasonable
risk, including equity securities, certain debt securities and alternative investments. The immunizing portfolio consists of debt securities, generally with long
durations, and derivative positions. The immunizing portfolio is designed to offset a portion of the change in the pension liabilities due to changes in interest
rates. The liquidity portfolio consists primarily of cash and cash equivalents.
Target allocation ranges have been developed for each portfolio based on input from external consultants with a goal of limiting funded status volatility. The
EBPB monitors the investments in each portfolio, and seeks to obtain a target portfolio that emphasizes reduction of risk of loss from market volatility. In
pursuing that goal, the EBPB establishes revised guidelines from time to time. EBPB investment guidelines as of the end of 2019 are presented below.
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The asset allocation for the trust and the target allocation by portfolio at December 31 are as follows:
Percentage of trust assets
2019 (a)
Growth Portfolio

2019
Target Asset
Allocation (a)

2018 (a)
57%

55%

Equity securities

34%

30%

Debt securities (b)

14%

15%

9%

10%

Immunizing Portfolio

42%

43%

Debt securities (b)

35%

39%

7%

4%

Alternative investments

Derivatives
Liquidity Portfolio
Total
(a)
(b)

55%

43%

1%

2%

2%

100%

100%

100%

Allocations exclude consideration of a group annuity contract held by the LG&E and KU Retirement Plan.
Includes commingled debt funds, which PPL treats as debt securities for asset allocation purposes.

(LKE)
LKE has pension plans, including LG&E's plan, whose assets are invested solely in the Master Trust, which is fully disclosed below. The fair value of these
plans' assets of $1.5 billion and $1.3 billion at December 31, 2019 and 2018 represents an interest of approximately 41% and 42% in the Master Trust.
(LG&E)
LG&E has a pension plan whose assets are invested solely in the Master Trust, which is fully disclosed below. The fair value of this plan's assets of $310
million and $281 million at December 31, 2019 and 2018 represents an interest of approximately 9% in the Master Trust.
(PPL, LKE and LG&E)
The fair value of net assets in the Master Trust by asset class and level within the fair value hierarchy was:
December 31, 2019

December 31, 2018

Fair Value Measurements Using
Total

Level 1

Level 2

Fair Value Measurements Using

Level 3

Total

Level 1

Level 2

Level 3

PPL Services Corporation Master Trust
Cash and cash equivalents

$

182

$

182

$

—

$

—

$

220

$

220

$

—

$

—

Equity securities:
U.S. Equity

194

194

—

—

159

159

—

—

U.S. Equity fund measured at NAV (a)

451

—

—

—

340

—

—

—

International equity fund at NAV (a)

554

—

—

—

466

—

—

—

Commingled debt measured at NAV (a)

621

—

—

—

543

—

—

—

310

309

1

—

212

212

—

—

951

—

931

20

899

—

874

25

14

—

14

—

17

—

17

—

Real estate measured at NAV (a)

88

—

—

—

90

—

—

—

Private equity measured at NAV (a)

62

—

—

—

65

—

—

—

Hedge funds measured at NAV (a)

194

—

—

—

175

—

—

—

Debt securities:
U.S. Treasury and U.S. government sponsored
agency
Corporate
Other
Alternative investments:
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December 31, 2019

December 31, 2018

Fair Value Measurements Using
Total

Level 1

Level 2

Fair Value Measurements Using

Level 3

Total

Level 1

Level 2

Level 3

Derivatives

3

—

3

—

33

—

33

—

Insurance contracts
PPL Services Corporation Master Trust assets, at
fair value

4

—

—

4

21

—

—

21

24

3,240

Receivables and payables, net (b)
401(h) accounts restricted for other
postretirement benefit obligations
Total PPL Services Corporation Master Trust
pension assets
(a)
(b)

3,628

$

685

$

949

$

99
(142)
$

$

591

$

924

$

46

(2)
(129)

3,585

$

3,109

In accordance with accounting guidance certain investments that are measured at fair value using the net asset value per share (NAV), or its equivalent, practical expedient have not been
classified in the fair value hierarchy. The fair value amounts presented in the table are intended to permit reconciliation of the fair value hierarchy to the amounts presented in the statement of
financial position.
Receivables and payables, net represents amounts for investments sold/purchased but not yet settled along with interest and dividends earned but not yet received.

A reconciliation of the Master Trust assets classified as Level 3 at December 31, 2019 is as follows:
Corporate
debt
Balance at beginning of period

$

Insurance
contracts
25

$

Total
21

$

46

Actual return on plan assets
Relating to assets still held at the reporting date
Relating to assets sold during the period
Purchases, sales and settlements
$

Balance at end of period

(1)

4

3

—

3

(7)

(21)

(28)

20

$

3

4

$

24

$

24

A reconciliation of the Master Trust assets classified as Level 3 at December 31, 2018 is as follows:
Corporate
debt
Balance at beginning of period

$

Insurance
contracts
13

$

Total
37

Actual return on plan assets
Relating to assets still held at the reporting date
Relating to assets sold during the period
Purchases, sales and settlements
$

Balance at end of period

(2)

1

(1)

3

—

3

11

(4)

7

25

$

21

$

46

The fair value measurements of cash and cash equivalents are based on the amounts on deposit.
The market approach is used to measure fair value of equity securities. The fair value measurements of equity securities (excluding commingled funds),
which are generally classified as Level 1, are based on quoted prices in active markets. These securities represent actively and passively managed investments
that are managed against various equity indices.
Investments in commingled equity and debt funds are categorized as equity securities. Investments in commingled equity funds include funds that invest in
U.S. and international equity securities. Investments in commingled debt funds include funds that invest in a diversified portfolio of emerging market debt
obligations, as well as funds that invest in investment grade long-duration fixed-income securities.
The fair value measurements of debt securities are generally based on evaluations that reflect observable market information, such as actual trade information
for identical securities or for similar securities, adjusted for observable differences. The fair value of debt securities is generally measured using a market
approach, including the use of pricing models, which incorporate observable inputs. Common inputs include benchmark yields, relevant trade data,
broker/dealer bid/ask prices, benchmark securities and credit valuation adjustments. When necessary, the fair value of debt securities is measured using the
income approach, which incorporates similar observable inputs as well as payment data, future predicted cash flows, collateral performance and new issue
data. For the Master Trust, these securities represent investments in securities issued by U.S. Treasury and U.S. government sponsored agencies; investments
securitized by residential mortgages, auto loans, credit cards
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and other pooled loans; investments in investment grade and non-investment grade bonds issued by U.S. companies across several industries; investments in
debt securities issued by foreign governments and corporations.
Investments in real estate represent an investment in a partnership whose purpose is to manage investments in core U.S. real estate properties diversified
geographically and across major property types (e.g., office, industrial, retail, etc.). The strategy is focused on properties with high occupancy rates with
quality tenants. This results in a focus on high income and stable cash flows with appreciation being a secondary factor. Core real estate generally has a lower
degree of leverage when compared with more speculative real estate investing strategies. The partnership has limitations on the amounts that may be
redeemed based on available cash to fund redemptions. Additionally, the general partner may decline to accept redemptions when necessary to avoid adverse
consequences for the partnership, including legal and tax implications, among others. The fair value of the investment is based upon a partnership unit value.
Investments in private equity represent interests in partnerships in multiple early-stage venture capital funds and private equity fund of funds that use a
number of diverse investment strategies. The partnerships have limited lives of at least 10 years, after which liquidating distributions will be received. Prior to
the end of each partnership's life, the investment cannot be redeemed with the partnership; however, the interest may be sold to other parties, subject to the
general partner's approval. The Master Trust has unfunded commitments of $63 million that may be required during the lives of the partnerships. Fair value is
based on an ownership interest in partners' capital to which a proportionate share of net assets is attributed.
Investments in hedge funds represent investments in a fund of hedge funds. Hedge funds seek a return utilizing a number of diverse investment strategies. The
strategies, when combined aim to reduce volatility and risk while attempting to deliver positive returns under most market conditions. Major investment
strategies for the fund of hedge funds include long/short equity, tactical trading, event driven, and relative value. Shares may be redeemed with 45 days prior
written notice. The fund is subject to short term lockups and other restrictions. The fair value for the fund has been estimated using the net asset value per
share.
The fair value measurements of derivative instruments utilize various inputs that include quoted prices for similar contracts or market-corroborated inputs. In
certain instances, these instruments may be valued using models, including standard option valuation models and standard industry models. These securities
primarily represent investments in treasury futures, total return swaps, interest rate swaps and swaptions (the option to enter into an interest rate swap), which
are valued based on quoted prices, changes in the value of the underlying exposure or on the swap details, such as swap curves, notional amount, index and
term of index, reset frequency, volatility and payer/receiver credit ratings.
In 2018, insurance contracts, classified as Level 3, represent an investment in an immediate participation guaranteed group annuity contract. The fair value is
based on contract value, which represents cost plus interest income less distributions for benefit payments and administrative expenses. In 2019, obligations
underlying the guaranteed group annuity contract were assumed by the insurance company, with a residual amount remaining in the general account of the
insurer that will be paid into the master trust or distributed to participants.
Plan Assets - U.S. Other Postretirement Benefit Plans
The investment strategy with respect to other postretirement benefit obligations is to fund VEBA trusts and/or 401(h) accounts with voluntary contributions
and to invest in a tax efficient manner. Excluding the 401(h) accounts included in the Master Trust, other postretirement benefit plans are invested in a mix of
assets for long-term growth with an objective of earning returns that provide liquidity as required for benefit payments. These plans benefit from
diversification of asset types, investment fund strategies and investment fund managers and, therefore, have no significant concentration of risk. Equity
securities include investments in domestic large-cap commingled funds. Ownership interests in commingled funds that invest entirely in debt securities are
classified as equity securities, but treated as debt securities for asset allocation and target allocation purposes. Ownership interests in money market funds are
treated as cash and cash equivalents for asset allocation and target allocation purposes. The asset allocation for the PPL VEBA trusts, excluding LKE, and the
target allocation, by asset class, at December 31 are detailed below.
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Target Asset
Allocation

Percentage of plan assets
2019

2018

2019

Asset Class
U.S. Equity securities

45%

40%

45%

Debt securities (a)

52%

56%

50%

Cash and cash equivalents (b)
Total

(a)
(b)

3%

4%

5%

100%

100%

100%

Includes commingled debt funds and debt securities.
Includes money market funds.

LKE's other postretirement benefit plan is invested primarily in a 401(h) account, as disclosed in the PPL Services Corporation Master Trust, with
insignificant amounts invested in money market funds within VEBA trusts for liquidity.
The fair value of assets in the U.S. other postretirement benefit plans by asset class and level within the fair value hierarchy was:
December 31, 2019

December 31, 2018

Fair Value Measurement Using
Total
Money market funds

$

Level 1
6

$

6

Level 2
$

—

Fair Value Measurement Using

Level 3
$

—

Total
$

Level 1
6

$

6

Level 2
$

—

Level 3
$

—

U.S. Equity securities:
Large-cap equity fund measure at NAV (a)

89

—

—

—

69

—

—

—

Commingled debt fund measured at NAV (a)

68

—

—

—

68

—

—

—

Debt securities:
Corporate bonds

35

Total VEBA trust assets, at fair value

198

Receivables and payables, net (b)

(a)
(b)

6

35
$

35

$

—

28

—

171

—

401(h) account assets
Total other postretirement benefit plan assets

—
$

6

28
$

28

—
$

—

1

142
$

—
$

129

340

$

301

In accordance with accounting guidance certain investments that are measured at fair value using the net asset value per share (NAV), or its equivalent, practical expedient have not been
classified in the fair value hierarchy. The fair value amounts presented in the table are intended to permit reconciliation of the fair value hierarchy to the amounts presented in the statement of
financial position.
Receivables and payables represent amounts for investments sold/purchased but not yet settled along with interest and dividends earned but not yet received.

Investments in money market funds represent investments in funds that invest primarily in a diversified portfolio of investment grade money market
instruments, including, but not limited to, commercial paper, notes, repurchase agreements and other evidences of indebtedness with a maturity not exceeding
13 months from the date of purchase. The primary objective of the fund is a level of current income consistent with stability of principal and liquidity.
Redemptions can be made daily on this fund.
Investments in large-cap equity securities represent investments in a passively managed equity index fund that invests in securities and a combination of other
collective funds. Fair value measurements are not obtained from a quoted price in an active market but are based on firm quotes of net asset values per share
as provided by the trustee of the fund. Redemptions can be made daily on this fund.
Investments in commingled debt securities represent investments in a fund that invests in a diversified portfolio of investment grade long-duration fixed
income securities. Redemptions can be made daily on these funds.
Investments in corporate bonds represent investment in a diversified portfolio of investment grade long-duration fixed income securities. The fair value of
debt securities are generally based on evaluations that reflect observable market information, such as actual trade information for identical securities or for
similar securities, adjusted for observable differences.
Plan Assets - U.K. Pension Plans (PPL)
The overall investment strategy of WPD's pension plans is developed by each plan's independent trustees in its Statement of Investment Principles in
compliance with the U.K. Pensions Act of 1995 and other U.K. legislation. The trustees' primary focus
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is to ensure that assets are sufficient to meet members' benefits as they fall due with a longer term objective to reduce investment risk. The investment strategy
is intended to maximize investment returns while not incurring excessive volatility in the funding position. WPD's plans are invested in a wide diversification
of asset types, fund strategies and fund managers; and therefore, have no significant concentration of risk. Commingled funds that consist entirely of debt
securities are traded as equity units, but treated by WPD as debt securities for asset allocation and target allocation purposes. These include investments in
U.K. corporate bonds and U.K. gilts.
The asset allocation and target allocation at December 31 of WPD's pension plans are detailed below.
Target Asset
Percentage of plan assets
2019

Allocation

2018

2019

Asset Class
Cash and cash equivalents

2%

2%

—%

Equity securities
U.K.

—%

—%

2%

European (excluding the U.K.)

—%

1%

1%

Asian-Pacific

—%

1%

1%

1%

1%

1%

—%

1%

1%

North American
Emerging markets
Global equities

19%

19%

9%

Global Tactical Asset Allocation

29%

31%

41%

43%

38%

38%

Debt securities (a)
Alternative investments
Total

(a)

6%

6%

6%

100%

100%

100%

Includes commingled debt funds.

The fair value of assets in the U.K. pension plans by asset class and level within the fair value hierarchy was:
December 31, 2019

December 31, 2018

Fair Value Measurement Using
Total
Cash and cash equivalents

$

Level 1

154

$

154

Level 2
$

—

Fair Value Measurement Using

Level 3
$

—

Total
$

Level 1

147

$

147

Level 2
$

—

Level 3
$

—

Equity securities measured at NAV (a) :
U.K. companies

22

—

—

—

27

—

—

—

European companies (excluding the U.K.)

54

—

—

—

76

—

—

—

Asian-Pacific companies

35

—

—

—

49

—

—

—

North American companies

74

—

—

—

105

—

—

—

Emerging markets companies

32

—

—

—

44

—

—

—

Global Equities

1,684

—

—

—

1,465

—

—

—

Other

2,584

—

—

—

2,437

—

—

—

5

—

5

—

4

—

4

—

3,819

—

3,819

—

2,933

—

2,933

—

Debt Securities:
U.K. corporate bonds
U.K. gilts
Alternative investments:
Real estate measured at NAV (a)

519

Fair value - U.K. pension plans

8,982

Receivables and payables, net (b)
Total U.K. pension assets
(a)
(b)

—
$

154

—
$

3,824

$

—

485

—

7,772

(37)
$

—
$

147

—
$

2,937

—
$

—

29

8,945

$

7,801

In accordance with accounting guidance certain investments that are measured at fair value using the net asset value per share (NAV), or its equivalent, practical expedient have not been
classified in the fair value hierarchy. The fair value amounts presented in the table are intended to permit reconciliation of the fair value hierarchy to the amounts presented in the statement of
financial position.
Receivables and payables, net represents amounts for investments sold/purchased but not yet settled along with interest and dividends earned but not yet received.

Except for investments in real estate, the fair value measurements of WPD's pension plan assets are based on the same inputs and measurement techniques
used to measure the U.S. pension plan assets described above.
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Investments in equity securities represent actively and passively managed funds that are measured against various equity indices.
Other comprises a range of investment strategies, which invest in a variety of assets including equities, bonds, currencies, real estate and forestry held in
unitized funds, which are considered in the Global Tactical Asset Allocation target.
U.K. corporate bonds include investment grade corporate bonds of companies from diversified U.K. industries.
U.K. gilts include gilts, index-linked gilts and swaps intended to track a portion of the plans' liabilities.
Investments in real estate represent holdings in a U.K. unitized fund that owns and manages U.K. industrial and commercial real estate with a strategy of
earning current rental income and achieving capital growth. The fair value measurement of the fund is based upon a net asset value per share, which is based
on the value of underlying properties that are independently appraised in accordance with Royal Institution of Chartered Surveyors valuation standards at
least annually with quarterly valuation updates based on recent sales of similar properties, leasing levels, property operations and/or market conditions. The
fund may be subject to redemption restrictions in the unlikely event of a large forced sale in order to ensure other unit holders are not disadvantaged.
Expected Cash Flows - U.S. Defined Benefit Plans (PPL)
While PPL's U.S. defined benefit pension plans have the option to utilize available prior year credit balances to meet current and future contribution
requirements, PPL contributed $52 million to its U.S. pension plans in January 2020. No additional contributions are expected in 2020.
PPL sponsors various non-qualified supplemental pension plans for which no assets are segregated from corporate assets. PPL expects to make approximately
$9 million of benefit payments under these plans in 2020.
PPL is not required to make contributions to its other postretirement benefit plans but has historically funded these plans in amounts equal to the
postretirement benefit costs recognized. Continuation of this past practice would cause PPL to contribute $14 million to its other postretirement benefit plans
in 2020.
The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid by the plans and the following federal subsidy
payments are expected to be received by PPL.
Other Postretirement
Pension
2020

$

Expected
Federal
Subsidy

Benefit
Payment
271

$

50

$

1

2021

267

48

1

2022

266

47

—

2023

264

46

—

2024

265

44

—

1,278

200

1

2025-2029

(LKE)
Effective January 1, 2020, the LKE and LG&E defined benefit pension plans were merged into a combined defined benefit pension plan. The following
disclosures relate to the new combined LKE plan.
While LKE's defined benefit pension plan has the option to utilize available prior year credit balances to meet current and future contribution requirements,
LKE contributed $22 million to its pension plan in January 2020. No additional contributions are expected in 2020.
LKE sponsors various non-qualified supplemental pension plans for which no assets are segregated from corporate assets. LKE expects to make $5 million of
benefit payments under these plans in 2020.
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LKE is not required to make contributions to its other postretirement benefit plan but has historically funded this plan in amounts equal to the postretirement
benefit costs recognized. Continuation of this past practice would cause LKE to contribute a projected $14 million to its other postretirement benefit plan in
2020.
The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid by the plans and the following federal subsidy
payments are expected to be received by LKE.
Other Postretirement
Pension
2020

$

Expected
Federal
Subsidy

Benefit
Payment
114

$

14

$

1

2021

115

15

—

2022

115

15

—

2023

113

15

—

2024

115

15

—

2025-2029

545

72

1

Expected Cash Flows - U.K. Pension Plans (PPL)
The pension plans of WPD are subject to formal actuarial valuations every three years, which are used to determine funding requirements. Contribution
requirements were evaluated in accordance with the valuation performed as of March 31, 2016. WPD expects to make contributions of approximately $273
million in 2020. WPD is currently permitted to recover in current revenues approximately 78% of its pension funding requirements for its primary pension
plans.
The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid by the plans.
Pension
2020

$

353

2021

351

2022

356

2023

359

2024

364

2025-2029

1,826

Savings Plans (All Registrants)
Substantially all employees of PPL's subsidiaries are eligible to participate in deferred savings plans (401(k)s). Employer contributions to the plans were:
2019
PPL

2018

$

42

PPL Electric
LKE

$

2017
40

$

36

6

6

6

21

20

18

LG&E

6

6

5

KU

5

5

4

12. Jointly Owned Facilities
(PPL, LKE, LG&E and KU)
At December 31, 2019 and 2018, the Balance Sheets reflect the owned interests in the generating plants listed below.
Ownership
Interest

Construction
Work
in Progress

Accumulated
Depreciation

Electric Plant

PPL and LKE
December 31, 2019
Trimble County Unit 1

75.00%

Trimble County Unit 2

75.00%
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$

440
1,278

$

54
203

$

2
134

Table of Contents

Ownership
Interest

Construction
Work
in Progress

Accumulated
Depreciation

Electric Plant

December 31, 2018
Trimble County Unit 1

75.00%

Trimble County Unit 2

75.00%

$

427

$

1,063

77

$

199

—
293

LG&E
December 31, 2019
E.W. Brown Units 6-7

38.00%

$

45

$

20

$

—

Paddy's Run Unit 13 & E.W. Brown Unit 5

53.00%

52

20

—

Trimble County Unit 1

75.00%

440

54

2

Trimble County Unit 2

14.25%

340

43

69

Trimble County Units 5-6

29.00%

32

12

—

Trimble County Units 7-10

37.00%

78

27

—

Cane Run Unit 7

22.00%

119

13

—

E.W. Brown Solar Unit

39.00%

10

2

—

Solar Share

44.00%

1

—

—

December 31, 2018
E.W. Brown Units 6-7

38.00%

Paddy's Run Unit 13 & E.W. Brown Unit 5

53.00%

$

41
51

$

20
17

$

—
—

Trimble County Unit 1

75.00%

427

77

—

Trimble County Unit 2

14.25%

226

39

152

Trimble County Units 5-6

29.00%

32

11

—

Trimble County Units 7-10

37.00%

77

24

—

Cane Run Unit 7

22.00%

119

9

—

E.W. Brown Solar Unit

39.00%

10

1

—

KU
December 31, 2019
E.W. Brown Units 6-7

62.00%

Paddy's Run Unit 13 & E.W. Brown Unit 5

47.00%

$

75
46

$

32
14

$

—
—

Trimble County Unit 2

60.75%

938

160

65

Trimble County Units 5-6

71.00%

76

29

—

Trimble County Units 7-10

63.00%

128

46

—

Cane Run Unit 7

78.00%

429

49

1

E.W. Brown Solar Unit

61.00%

16

2

—

Solar Share

56.00%

2

—

—

December 31, 2018
E.W. Brown Units 6-7

62.00%

Paddy's Run Unit 13 & E.W. Brown Unit 5

47.00%

$

66
46

$

31
15

$

—
—

Trimble County Unit 2

60.75%

837

160

141

Trimble County Units 5-6

71.00%

76

25

—

Trimble County Units 7-10

63.00%

129

41

—

Cane Run Unit 7

78.00%

428

36

—

E.W. Brown Solar Unit

61.00%

16

2

—

Each subsidiary owning these interests provides its own funding for its share of the facility. Each receives a portion of the total output of the generating plants
equal to its percentage ownership. The share of fuel and other operating costs associated with the plants is included in the corresponding operating expenses
on the Statements of Income.
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13. Commitments and Contingencies
Energy Purchase Commitments (PPL, LKE, LG&E and KU)
LG&E and KU enter into purchase contracts to supply the coal and natural gas requirements for generation facilities and LG&E's retail natural gas supply
operations. These contracts include the following commitments:
Maximum
Maturity
Date

Contract Type
Natural Gas Fuel
Natural Gas Retail Supply
Coal
Coal Transportation and Fleeting Services
Natural Gas Transportation

2022
2021
2024
2027
2026

LG&E and KU have a power purchase agreement with OVEC expiring in June 2040. See footnote (f) to the table in "Guarantees and Other Assurances"
below for information on the OVEC power purchase contract, including recent developments in credit or debt conditions relating to OVEC. Future
obligations for power purchases from OVEC are demand payments, comprised of debt-service payments and contractually-required reimbursements of plant
operating, maintenance and other expenses, and are projected as follows:
LG&E
2020

$

KU
21

$

Total
10

$

31

2021

21

10

31

2022

21

10

31

2023

21

10

31

2024
Thereafter
$

Total

22

9

31

276

123

399

382

$

172

$

554

$

14

$

14

$

20

$

20

LG&E and KU had total energy purchases under the OVEC power purchase agreement for the years ended December 31 as follows:
2019
LG&E

2018

$

15

$

22

KU

7

Total

2017

6

6

Legal Matters
(All Registrants)
PPL and its subsidiaries are involved in legal proceedings, claims and litigation in the ordinary course of business. PPL and its subsidiaries cannot predict the
outcome of such matters, or whether such matters may result in material liabilities, unless otherwise noted.
Talen Litigation (PPL)
Background
In September 2013, one of PPL's former subsidiaries, PPL Montana entered into an agreement to sell its hydroelectric generating facilities. In June 2014, PPL
and PPL Energy Supply, the parent company of PPL Montana, entered into various definitive agreements with affiliates of Riverstone to spin off PPL Energy
Supply and ultimately combine it with Riverstone's competitive power generation businesses to form a stand-alone company named Talen Energy. In
November 2014, after executing the spinoff agreements but prior to the closing of the spinoff transaction, PPL Montana closed the sale of its hydroelectric
generating facilities. Subsequently, on June 1, 2015, the spinoff of PPL Energy Supply was completed. Following the spinoff transaction, PPL had no
continuing ownership interest in or control of PPL Energy Supply. In connection with the spinoff transaction, PPL Montana became Talen Montana, LLC
(Talen Montana), a subsidiary of Talen Energy. Talen Energy
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Marketing also became a subsidiary of Talen Energy as a result of the June 2015 spinoff of PPL Energy Supply. Talen Energy has owned and operated both
Talen Montana and Talen Energy Marketing since the spinoff. At the time of the spinoff, affiliates of Riverstone acquired a 35% ownership interest in Talen
Energy. Riverstone subsequently acquired the remaining interests in Talen Energy in a take private transaction in December 2016.
Talen Montana, LLC v. PPL Corporation et al.
On October 29, 2018, Talen Montana filed a complaint against PPL and certain of its affiliates and current and former officers and directors in the First
Judicial District of the State of Montana, Lewis & Clark County (Talen Direct Action). Talen Montana alleges that in November 2014, PPL and certain
officers and directors improperly distributed to PPL's subsidiaries $733 million of the proceeds from the sale of Talen Montana's (then PPL Montana's)
hydroelectric generating facilities, rendering PPL Montana insolvent. The complaint includes claims for, among other things, breach of fiduciary duty; aiding
and abetting breach of fiduciary duty; breach of an LLC agreement; breach of the implied duty of good faith and fair dealing; tortious interference; negligent
misrepresentation; and constructive fraud. Talen Montana is seeking unspecified damages, including punitive damages, and other relief. In December 2018,
PPL moved to dismiss the Talen Direct Action for lack of jurisdiction and, in the alternative, to dismiss because Delaware is the appropriate forum to decide
this case. In January 2019, Talen Montana dismissed without prejudice all current and former PPL Corporation directors from the case. The parties engaged in
limited jurisdictional discovery, and the Court heard oral argument regarding the PPL parties' motion to dismiss on August 22, 2019. On December 4, 2019,
the Court granted PPL's motion to dismiss and on December 26, 2019, a judgment dismissing all claims against all defendants with prejudice was signed by
the Court.
Talen Montana Retirement Plan and Talen Energy Marketing, LLC, Individually and on Behalf of All Others Similarly Situated v. PPL
Corporation et al.
Also on October 29, 2018, Talen Montana Retirement Plan and Talen Energy Marketing filed a putative class action complaint on behalf of current and
contingent creditors of Talen Montana who allegedly suffered harm or allegedly will suffer reasonably foreseeable harm as a result of the November 2014
distribution. The action was filed in the Sixteenth Judicial District of the State of Montana, Rosebud County, against PPL and certain of its affiliates and
current and former officers and directors (Talen Putative Class Action). The plaintiffs assert claims for, among other things, fraudulent transfer, both actual
and constructive; recovery against subsequent transferees; civil conspiracy; aiding and abetting tortious conduct; and unjust enrichment. They are seeking
avoidance of the purportedly fraudulent transfer, unspecified damages, including punitive damages, the imposition of a constructive trust, and other relief. In
December 2018, PPL removed the Talen Putative Class Action from the Sixteenth Judicial District of the State of Montana to the United States District Court
for the District of Montana, Billings Division (MT Federal Court). In January 2019, the plaintiffs moved to remand the Talen Putative Class Action back to
state court, and dismissed without prejudice all current and former PPL Corporation directors from the case. In September 2019, the MT Federal Court
granted plaintiffs' motion to remand the case back to state court, and the PPL defendants promptly petitioned the Ninth Circuit Court of Appeals to grant an
appeal of the remand decision. On November 21, 2019, the Ninth Circuit Court of Appeals denied that request and on December 30, 2019, Talen Montana
Retirement Plan filed a Second Amended Complaint in the Sixteenth Judicial District of the State of Montana, Rosebud County, which removed Talen Energy
Marketing, LLC as a plaintiff. On January 31, 2020, PPL defendants filed a motion to dismiss the Second Amended Complaint.
PPL Corporation et al. vs. Riverstone Holdings LLC, Talen Energy Corporation et al.
On November 30, 2018, PPL, certain PPL affiliates, and certain current and former officers and directors (PPL plaintiffs) filed a complaint in the Court of
Chancery of the State of Delaware seeking various forms of relief against Riverstone, Talen Energy and certain of their affiliates (Delaware Action). In the
complaint, the PPL plaintiffs ask the Delaware Court of Chancery for declaratory and injunctive relief. This includes a declaratory judgment that, under the
separation agreement governing the spinoff of PPL Energy Supply, all related claims that arise must be heard in Delaware; that the statute of limitations in
Delaware and the spinoff agreement bar these claims at this point; that PPL is not liable for the claims in either the Talen Direct Action or the Talen Putative
Class Action as PPL Montana was solvent at all relevant times; and that the separation agreement requires that Talen Energy indemnify PPL for all losses
arising from the debts of Talen Montana, among other things. PPL's complaint also seeks damages against Riverstone for interfering with the separation
agreement and against Riverstone affiliates for breach of the implied covenant of good faith and fair dealing. The complaint was subsequently amended on
January 11, 2019 and March 20, 2019, including to add claims related to indemnification with respect to the Talen Direct Action and the Talen Putative Class
Action (together, the Montana Actions), request a declaration that the Montana Actions are time-barred under the spinoff agreements, and allege additional
facts to support the tortious interference claim. In April 2019, the defendants filed motions to dismiss the amended complaint. In July 2019, the Court heard
oral arguments from the parties regarding the motions to dismiss. On October 23, 2019, the Delaware Court of Chancery returned its opinion on the
defendants’ motions to dismiss sustaining all of the PPL plaintiffs' claims except for the claim for breach of implied covenant of good faith
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and fair dealing. Discovery is underway, however, on January 30, 2020, the defendants filed new motions to dismiss five of the remaining eight claims in the
amended complaint; the PPL plaintiffs are preparing their response. A tentative trial date has been scheduled for June 2021.
With respect to each of the Talen-related matters described above, PPL believes that the 2014 distribution of proceeds was made in compliance with all
applicable laws and that PPL Montana was solvent at all relevant times. Additionally, the agreements entered into in connection with the spinoff, which PPL
and affiliates of Talen Energy and Riverstone negotiated and executed prior to the 2014 distribution, directly address the treatment of the proceeds from the
sale of PPL Montana's hydroelectric generating facilities; in those agreements, Talen Energy and Riverstone definitively agreed that PPL was entitled to retain
the proceeds.
PPL believes that it has meritorious defenses to the claims made in the Talen Putative Class Action and intends to continue to vigorously defend against this
action. The Talen Putative Class Action and the Delaware Action are both in early stages of litigation; at this time, PPL cannot predict the outcome of these
matters or estimate the range of possible losses, if any, that PPL might incur as a result of the claims, although they could be material.
(PPL, LKE and LG&E)
Cane Run Environmental Claims
In December 2013, six residents, on behalf of themselves and others similarly situated, filed a class action complaint against LG&E and PPL in the U.S.
District Court for the Western District of Kentucky (U.S. District Court) alleging violations of the Clean Air Act, RCRA, and common law claims of
nuisance, trespass and negligence. In July 2014, the U.S. District Court dismissed the RCRA claims and all but one Clean Air Act claim, but declined to
dismiss the common law tort claims. In February 2017, the U.S. District Court dismissed PPL as a defendant and dismissed the final federal claim against
LG&E, and in April 2017, issued an Order declining to exercise supplemental jurisdiction on the state law claims dismissing the case in its entirety. In June
2017, the plaintiffs filed a class action complaint in Jefferson County, Kentucky Circuit Court, against LG&E alleging state law nuisance, negligence and
trespass tort claims. The plaintiffs seek compensatory and punitive damages for alleged property damage due to purported plant emissions on behalf of a class
of residents within one to three miles of the plant. On January 8, 2020, the Jefferson Circuit Court issued an order denying the plaintiffs’ request for class
certification. On January 14, 2020, the plaintiffs filed a notice of appeal in the Kentucky Court of Appeals. PPL, LKE and LG&E cannot predict the outcome
of this matter and an estimate or range of possible losses cannot be determined.
(PPL, LKE and KU)
E.W. Brown Environmental Claims
In July 2017, the Kentucky Waterways Alliance and the Sierra Club filed a citizen suit complaint against KU in the U.S. District Court for the Eastern District
of Kentucky (U.S. District Court) alleging discharges at the E.W. Brown plant in violation of the Clean Water Act and the plant's water discharge permit and
alleging contamination that may present an imminent and substantial endangerment in violation of the RCRA. The plaintiffs' suit relates to prior notices of
intent to file a citizen suit submitted in October and November 2015 and October 2016. These plaintiffs sought injunctive relief ordering KU to take all
actions necessary to comply with the Clean Water Act and RCRA, including ceasing the discharges in question, abating effects associated with prior
discharges and eliminating the alleged imminent and substantial endangerment. These plaintiffs also sought assessment of civil penalties and an award of
litigation costs and attorney fees. In December 2017, the U.S. District Court issued an Order dismissing the Clean Water Act and RCRA complaints against
KU in their entirety. In January 2018, the plaintiffs appealed the dismissal Order to the U.S. Court of Appeals for the Sixth Circuit. In September 2018, the
U.S. Court of Appeals for the Sixth Circuit issued its ruling affirming the lower court's decision to dismiss the Clean Water Act claims but reversing its
dismissal of the RCRA claims against KU and remanding the latter to the U.S. District Court. In October 2018, KU filed a petition for rehearing to the U.S.
Court of Appeals for the Sixth Circuit regarding the RCRA claims. In November 2018, the U.S. Court of Appeals for the Sixth Circuit denied KU's petition
for rehearing regarding the RCRA claims. In January 2019, KU filed an answer to plaintiffs’ complaint in the U.S. District Court. A trial has been scheduled
to begin on October 5, 2020. PPL, LKE and KU cannot predict the outcome of these matters and an estimate or range of possible losses cannot be determined.
KU is undertaking extensive remedial measures at the E.W. Brown plant including closure of the former ash pond, implementation of a groundwater remedial
action plan and performance of a corrective action plan including aquatic study of adjacent surface waters and risk assessment. The aquatic study and risk
assessment are being undertaken pursuant to a 2017
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agreed Order with the Kentucky Energy and Environment Cabinet (KEEC). KU conducted sampling of Herrington Lake in 2017 and 2018. In June 2019, KU
submitted to the KEEC the required aquatic study and risk assessment, conducted by an independent third-party consultant, finding that discharges from the
E.W. Brown plant have not had any significant impact on Herrington Lake and that the water in the lake is safe for recreational use and meets safe drinking
water standards. However, until the KEEC assesses the study and issues any regulatory determinations, PPL, LKE and KU are unable to determine whether
additional remedial measures will be required at the E.W. Brown plant.
Air
Sulfuric Acid Mist Emissions (PPL, LKE and LG&E)
In June 2016, the EPA issued a notice of violation under the Clean Air Act alleging that LG&E violated applicable rules relating to sulfuric acid mist
emissions at its Mill Creek plant. The notice alleges failure to install proper controls, failure to operate the facility consistent with good air pollution control
practice, and causing emissions exceeding applicable requirements or constituting a nuisance or endangerment. LG&E believes it has complied with
applicable regulations during the relevant time period. Discussions between the EPA and LG&E are ongoing. The parties have entered into a tolling
agreement with respect to this matter through July 31, 2020. The parties are conducting initial negotiations regarding potential settlement of the matter. PPL,
LKE and LG&E are unable to predict the outcome of this matter or the potential impact on operations of the Mill Creek plant, including increased capital or
operating costs, and potential civil penalties or remedial measures, if any.
Water/Waste
(PPL, LKE, LG&E and KU)
ELGs
In 2015, the EPA finalized ELGs for wastewater discharge permits for new and existing steam electricity generating facilities. These guidelines require
deployment of additional control technologies providing physical, chemical and biological treatment and mandate operational changes including "no
discharge" requirements for certain wastewaters. The implementation date for individual generating stations was to be determined by the states on a case-bycase basis according to criteria provided by the EPA. Legal challenges to the final rule were consolidated before the U.S. Court of Appeals for the Fifth
Circuit. In April 2017, the EPA announced that it would grant petitions for reconsideration of the rule. In September 2017, the EPA issued a proposed rule to
postpone the compliance date for certain requirements. The EPA expects to complete its reconsideration of best available technology standards by the fall of
2020. Upon completion of the ongoing regulatory proceedings, the rule will be implemented by the states in the course of their normal permitting activities.
LG&E and KU are developing compliance strategies and schedules. PPL, LKE, LG&E and KU are unable to predict the outcome of the EPA's pending
reconsideration of the rule or fully estimate compliance costs or timing. Additionally, certain aspects of these compliance plans and estimates relate to
developments in state water quality standards, which are separate from the ELG rule or its implementation. Costs to comply with ELGs or other discharge
limits are expected to be significant. Certain costs are included in the Registrants' capital plans and are subject to rate recovery.
CCRs
In 2015, the EPA issued a final rule governing management of CCRs which include fly ash, bottom ash and sulfur dioxide scrubber wastes. The CCR Rule
imposes extensive new requirements for certain CCR impoundments and landfills, including public notifications, location restrictions, design and operating
standards, groundwater monitoring and corrective action requirements, and closure and post-closure care requirements, and specifies restrictions relating to
the beneficial use of CCRs. Legal challenges to the final rule are pending before the D.C. Circuit Court of Appeals. In July 2018, the EPA issued a final rule
extending the deadline for closure of certain impoundments and adopting other substantive changes. In August 2018, the D.C. Circuit Court of Appeals
vacated and remanded portions of the CCR Rule. In December 2019, the EPA addressed the deficiencies identified by the court and proposed amendments to
change the closure deadline to August 31, 2020, but allow certain extensions. EPA has announced that additional amendments to the rule are planned. PPL,
LKE, LG&E and KU are unable to predict the outcome of the ongoing litigation and rulemaking or potential impacts on current LG&E and KU compliance
plans. The Registrants are currently finalizing closure plans and schedules.
In January 2017, Kentucky issued a new state rule relating to CCR management, effective May 2017, aimed at reflecting the requirements of the federal CCR
rule. As a result of a subsequent legal challenge, in January 2018, the Franklin County, Kentucky Circuit Court issued an opinion invalidating certain
procedural elements of the rule. LG&E and KU presently operate their facilities under continuing permits authorized under the former program and do not
currently anticipate material impacts
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as a result of the judicial ruling. The Kentucky Energy and Environmental Cabinet has announced it intends to propose new state rules aimed at addressing
procedural deficiencies identified by the court and providing the regulatory framework necessary for operation of the state program in lieu of the federal CCR
Rule. Associated costs are expected to be subject to rate recovery.
LG&E and KU received KPSC approval for a compliance plan providing for the closure of impoundments at the Mill Creek, Trimble County, E.W. Brown,
and Ghent stations, and construction of process water management facilities at those plants. In addition to the foregoing measures required for compliance
with the federal CCR rule, KU also received KPSC approval for its plans to close impoundments at the retired Green River, Pineville and Tyrone plants to
comply with applicable state law. Since 2017, LG&E and KU have commenced closure of many of the subject impoundments and have completed closure of
some of their smaller impoundments. LG&E and KU expect to commence closure of the remaining impoundments no later than August 2020. LG&E and KU
generally expect to complete impoundment closures within five years of commencement, although a longer period may be required to complete closure of
some facilities. Associated costs are expected to be subject to rate recovery.
In connection with the final CCR rule, LG&E and KU recorded adjustments to existing AROs beginning in 2015, and continue to record adjustments as
required. See Note 19 for additional information. Further changes to AROs, current capital plans or operating costs may be required as estimates are refined
based on closure developments, groundwater monitoring results, and regulatory or legal proceedings. Costs relating to this rule are subject to rate recovery.
(All Registrants)
Other
-Superfund
- - - - and
--- - -Remediation
-----PPL Electric, LG&E and KU are potentially responsible for investigating and remediating contamination under the federal Superfund program and similar
state programs. Actions are under way at certain sites including former coal gas manufacturing plants in Pennsylvania and Kentucky previously owned or
operated by, or currently owned by predecessors or affiliates of, PPL Electric, LG&E and KU. PPL Electric is potentially responsible for a share of clean-up
costs at certain sites including the Columbia Gas Plant site and the Brodhead site. Cleanup actions have been or are being undertaken at all of these sites, the
costs of which have not been and are not expected to be significant to PPL Electric.
As of December 31, 2019 and December 31, 2018, PPL Electric had a recorded liability of $10 million and $11 million representing its best estimate of the
probable loss incurred to remediate the sites identified above. Depending on the outcome of investigations at identified sites where investigations have not
begun or been completed, or developments at sites for which information is incomplete, additional costs of remediation could be incurred. PPL Electric,
LG&E and KU lack sufficient information about such additional sites to estimate any potential liability or range of reasonably possible losses, if any, related
to these sites. Such costs, however, are not expected to be significant.
The EPA is evaluating the risks associated with polycyclic aromatic hydrocarbons and naphthalene, chemical by-products of coal gas manufacturing. As a
result, individual states may establish stricter standards for water quality and soil cleanup, that could require several PPL subsidiaries to take more extensive
assessment and remedial actions at former coal gas manufacturing plants. PPL, PPL Electric, LKE, LG&E and KU cannot estimate a range of possible losses,
if any, related to these matters.
Regulatory Issues
See Note 7 for information on regulatory matters related to utility rate regulation.
Electricity - Reliability Standards
The NERC is responsible for establishing and enforcing mandatory reliability standards (Reliability Standards) regarding the bulk electric system in North
America. The FERC oversees this process and independently enforces the Reliability Standards.
The Reliability Standards have the force and effect of law and apply to certain users of the bulk electric system, including electric utility companies,
generators and marketers. Under the Federal Power Act, the FERC may assess civil penalties for certain violations.
PPL Electric, LG&E and KU monitor their compliance with the Reliability Standards and self-report or self-log potential violations of applicable reliability
requirements whenever identified, and submit accompanying mitigation plans, as required.
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The resolution of a small number of potential violations is pending. Penalties incurred to date have not been significant. Any Regional Reliability Entity
(including RFC or SERC) determination concerning the resolution of violations of the Reliability Standards remains subject to the approval of the NERC and
the FERC.
In the course of implementing their programs to ensure compliance with the Reliability Standards by those PPL affiliates subject to the standards, certain
other instances of potential non-compliance may be identified from time to time. The Registrants cannot predict the outcome of these matters, and an estimate
or range of possible losses cannot be determined.
Other
Guarantees and Other Assurances
(All Registrants)
In the normal course of business, the Registrants enter into agreements that provide financial performance assurance to third parties on behalf of certain
subsidiaries. Such agreements include, for example, guarantees, stand-by letters of credit issued by financial institutions and surety bonds issued by insurance
companies. These agreements are entered into primarily to support or enhance the creditworthiness attributed to a subsidiary on a stand-alone basis or to
facilitate the commercial activities in which these subsidiaries engage.
(PPL)
PPL fully and unconditionally guarantees all of the debt securities of PPL Capital Funding.
(All Registrants)
The table below details guarantees provided as of December 31, 2019. "Exposure" represents the estimated maximum potential amount of future payments
that could be required to be made under the guarantee. The probability of expected payment/performance under each of these guarantees is remote except for
"WPD guarantee of pension and other obligations of unconsolidated entities," for which PPL has a total recorded liability of $5 million at December 31, 2019
and $6 million at December 31, 2018. For reporting purposes, on a consolidated basis, all guarantees of PPL Electric, LKE, LG&E and KU also apply to PPL,
and all guarantees of LG&E and KU also apply to LKE.
Exposure at
December 31, 2019

Expiration
Date

PPL
Indemnifications related to the WPD Midlands acquisition

(a)

WPD indemnifications for entities in liquidation and sales of assets

$

10 (b)

2021

WPD guarantee of pension and other obligations of unconsolidated entities
PPL Electric

83 (c)

Guarantee of inventory value
LKE

26 (d)

2020

200 (e)

2021

Indemnification of lease termination and other divestitures
LG&E and KU
LG&E and KU obligation of shortfall related to OVEC
(a)
(b)

(c)

(f)

Indemnifications related to certain liabilities, including a specific unresolved tax issue and those relating to properties and assets owned by the seller that were transferred to WPD Midlands in
connection with the acquisition. A cross indemnity has been received from the seller on the tax issue. The maximum exposure and expiration of these indemnifications cannot be estimated
because the maximum potential liability is not capped and the expiration date is not specified in the transaction documents.
Indemnification to the liquidators and certain others for existing liabilities or expenses or liabilities arising during the liquidation process. The indemnifications are limited to distributions made
from the subsidiary to its parent either prior or subsequent to liquidation or are not explicitly stated in the agreements. The indemnifications generally expire two to seven years subsequent to
the date of dissolution of the entities. The exposure noted only includes those cases where the agreements provide for specific limits.
In connection with their sales of various businesses, WPD and its affiliates have provided the purchasers with indemnifications that are standard for such transactions, including
indemnifications for certain pre-existing liabilities and environmental and tax matters or have agreed to continue their obligations under existing third-party guarantees, either for a set period of
time following the transactions or upon the condition that the purchasers make reasonable efforts to terminate the guarantees. Additionally, WPD and its affiliates remain secondarily
responsible for lease payments under certain leases that they have assigned to third parties.
Relates to certain obligations of discontinued or modified electric associations that were guaranteed at the time of privatization by the participating members. Costs are allocated to the
members and can be reallocated if an existing member becomes insolvent. At December 31, 2019, WPD has recorded
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an estimated discounted liability for which the expected payment/performance is probable. Neither the expiration date nor the maximum amount of potential payments for certain obligations is
(d)

(e)

(f)

explicitly stated in the related agreements, and as a result, the exposure has been estimated.
A third party logistics firm provides inventory procurement and fulfillment services. The logistics firm currently has title to the inventory, however, upon termination of the contracts, PPL
Electric has guaranteed to purchase any remaining inventory that has not been used or sold. In December 2019, PPL Electric declared its intent to terminate the firm’s inventory procurement
and fulfillment services effective March 2020. This guarantee has an estimated exposure of $26 million, which PPL Electric will assume subsequent to the termination date. In accordance with
the agreement termination terms, PPL Electric has an obligation to purchase any remaining inventory within 90 days from termination date.
LKE provides certain indemnifications covering the due and punctual payment, performance and discharge by each party of its respective obligations. The most comprehensive of these
guarantees is the LKE guarantee covering operational, regulatory and environmental commitments and indemnifications made by WKE under a 2009 Transaction Termination Agreement. This
guarantee has a term of 12 years ending July 2021, and a maximum exposure of $200 million, exclusive of certain items such as government fines and penalties that may exceed the maximum.
Additionally, LKE has indemnified various third parties related to historical obligations for other divested subsidiaries and affiliates. The indemnifications vary by entity and the maximum
exposures range from being capped at the sale price to no specified maximum. LKE could be required to perform on these indemnifications in the event of covered losses or liabilities being
claimed by an indemnified party. LKE cannot predict the ultimate outcomes of the various indemnification scenarios, but does not expect such outcomes to result in significant losses above the
amounts recorded.
Pursuant to the OVEC power purchase contract, LG&E and KU are obligated to pay for their share of OVEC's excess debt service, post-retirement and decommissioning costs, as well as any
shortfall from amounts included within a demand charge designed and expected to cover these costs over the term of the contract. LKE's proportionate share of OVEC's outstanding debt was
$110 million at December 31, 2019, consisting of LG&E's share of $76 million and KU's share of $34 million. The maximum exposure and the expiration date of these potential obligations are
not presently determinable. See "Energy Purchase Commitments" above for additional information on the OVEC power purchase contract.
In March 2018, a sponsor with a 4.85% pro-rata share of OVEC obligations filed for bankruptcy under Chapter 11 and, in August 2018, received a rejection order for the OVEC power
purchase contract in the bankruptcy proceeding. In October 2019, the bankruptcy court issued an order confirming the sponsor's proposed reorganization plan. OVEC and other entities are
challenging the contract rejection, the bankruptcy plan confirmation and potential FERC approval of the plan in various forums, and, in December 2019, an appellate court remanded the
contract rejection issue for further proceedings. The plan's effective date remains subject to certain conditions precedent, including FERC regulatory approval, and relevant aspects of the
contract rejection and the plan subject to on-going appellate, bankruptcy and regulatory proceedings. OVEC and certain of its sponsors, including LG&E and KU, are analyzing certain
potential additional credit support actions to preserve OVEC's access to credit markets or mitigate risks or adverse impacts relating thereto, including increased interest costs, establishing or
continuing debt reserve accounts or other changes involving OVEC's existing short and long-term debt. The ultimate outcome of these matters, including the sponsor bankruptcy and related
appellate or regulatory proceedings, OVEC structural or financial steps relating thereto and any other potential impact on LG&E's and KU's obligations relating to OVEC under the power
purchase contract cannot be predicted.

The Registrants provide other miscellaneous guarantees through contracts entered into in the normal course of business. These guarantees are primarily in the
form of indemnification or warranties related to services or equipment and vary in duration. The amounts of these guarantees often are not explicitly stated,
and the overall maximum amount of the obligation under such guarantees cannot be reasonably estimated. Historically, no significant payments have been
made with respect to these types of guarantees and the probability of payment/performance under these guarantees is remote.
PPL, on behalf of itself and certain of its subsidiaries, maintains insurance that covers liability assumed under contract for bodily injury and property damage.
The coverage provides maximum aggregate coverage of $225 million. This insurance may be applicable to obligations under certain of these contractual
arrangements.
14. Related Party Transactions
Wholesale Sales and Purchases (LG&E and KU)
LG&E and KU jointly dispatch their generation units with the lowest cost generation used to serve their retail customers. When LG&E has excess generation
capacity after serving its own retail customers and its generation cost is lower than that of KU, KU purchases electricity from LG&E and vice versa. These
transactions are reflected in the Statements of Income as "Electric revenue from affiliate" and "Energy purchases from affiliate" and are recorded at a price
equal to the seller's fuel cost plus any split savings. Savings realized from such intercompany transactions are shared equally between both companies. The
volume of energy each company has to sell to the other is dependent on its retail customers' needs and its available generation.
Support Costs (PPL Electric, LKE, LG&E and KU)
PPL Services, PPL EU Services and LKS provide PPL, PPL Electric and LKE, their respective subsidiaries, including LG&E and KU, and each other with
administrative, management and support services. For all services companies, the costs of directly assignable and attributable services are charged to the
respective recipients as direct support costs. General costs that cannot be directly attributed to a specific entity are allocated and charged to the respective
recipients as indirect support costs. PPL Services and PPL EU Services use a three-factor methodology that includes the applicable recipients' invested
capital, operation and maintenance expenses and number of employees to allocate indirect costs. PPL Services may also use a ratio of overall direct and
indirect costs or a weighted average cost ratio. LKS bases its indirect allocations on the subsidiaries' number of employees, total assets, revenues, number of
customers and/or other statistical information. PPL Services, PPL EU Services and LKS charged the following amounts for the years ended December 31,
including amounts applied to accounts that are
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further distributed between capital and expense on the books of the recipients, based on methods that are believed to be reasonable.
2019
PPL Electric from PPL Services

$

LKE from PPL Services

2018
59

$

2017
59

$

182

28

26

20

PPL Electric from PPL EU Services

152

148

64

LG&E from LKS

160

151

169

KU from LKS

178

169

190

In addition to the charges for services noted above, LKS makes payments on behalf of LG&E and KU for fuel purchases and other costs for products or
services provided by third parties. LG&E and KU also provide services to each other and to LKS. Billings between LG&E and KU relate to labor and
overheads associated with union and hourly employees performing work for the other company, charges related to jointly-owned generating units and other
miscellaneous charges. Tax settlements between LKE and LG&E and KU are reimbursed through LKS.
Intercompany Borrowings
(PPL Electric)
PPL Energy Funding maintains a $650 million revolving line of credit with a PPL Electric subsidiary. No balance was outstanding at December 31, 2019 and
2018. The interest rates on borrowings are equal to one-month LIBOR plus a spread. Interest income is reflected in "Interest Income from Affiliate" on the
Income Statements.
(LKE)
LKE maintains a $375 million revolving line of credit with a PPL Energy Funding subsidiary whereby LKE can borrow funds on a short-term basis at
market-based rates. The interest rates on borrowings are equal to one-month LIBOR plus a spread. At December 31, 2019 and 2018, $150 million and $113
million were outstanding and reflected in "Notes payable with affiliates" on the Balance Sheets. The interest rate on the outstanding borrowings at
December 31, 2019 and 2018 were 3.20% and 3.85%. Interest expense on the revolving line of credit was not significant for 2019, 2018 or 2017.
LKE maintains an agreement with a PPL affiliate that has a $300 million borrowing limit whereby LKE can loan funds on a short-term basis at market-based
rates. No balance was outstanding at December 31, 2019 and 2018. The interest rate on the
loan based on the PPL affiliates credit rating is currently equal to one-month LIBOR plus a spread.
LKE maintains ten-year notes of $400 million and $250 million with a PPL affiliate with interest rates of 3.5% and 4%. At December 31, 2019 and 2018, the
notes were reflected in "Long-term debt to affiliate" on the Balance Sheets. Interest expense on the $400 million note was $14 million for 2019, 2018 and
2017. Interest Expense on the $250 million note was $10 million for 2019 and $7 million for 2018.
(LG&E)
LG&E participates in an intercompany money pool agreement whereby LKE and/or KU make available to LG&E funds up to $500 million at an interest rate
based on a market index of commercial paper issues. No balances were outstanding at December 31, 2019 and 2018.
(KU)
KU participates in an intercompany money pool agreement whereby LKE and/or LG&E make available to KU funds up to $500 million at an interest rate
based on a market index of commercial paper issues. No balances were outstanding at December 31, 2019 and 2018.
VEBA Funds Receivable (PPL Electric)
In May 2018, PPL received a favorable private letter ruling from the IRS permitting a transfer of excess funds from the PPL Bargaining Unit Retiree Health
Plan VEBA to a new subaccount within the VEBA, to be used to pay medical claims of active bargaining unit employees. Based on PPL Electric's
participation in PPL’s Other Postretirement Benefit plan, PPL Electric was allocated a portion of the excess funds from PPL Services. These funds have been
recorded as an intercompany receivable on
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the Balance Sheets. The receivable balance decreases as PPL Electric pays incurred medical claims and is reimbursed by PPL Services. The intercompany
receivable balance associated with these funds was $32 million as of December 31, 2019, of which $10 million was reflected in "Accounts receivable from
affiliates" and $22 million was reflected in "Other noncurrent assets" on the Balance Sheets.
Other (PPL Electric, LKE, LG&E and KU)
See Note 1 for discussions regarding the intercompany tax sharing agreement (for PPL Electric, LKE, LG&E and KU) and intercompany allocations of stockbased compensation expense (for PPL Electric and LKE). For PPL Electric, LG&E and KU, see Note 11 for discussions regarding intercompany allocations
associated with defined benefits.
15. Other Income (Expense) - net
(PPL)
The components of "Other Income (Expense) - net" for the years ended December 31, were:
2019

2018

2017

Other Income
Economic foreign currency exchange contracts (Note 17)

$

(14)

Defined benefit plans - non-service credits (Note 11)

$

150

$

(261)

316

257

167

Interest income

16

6

2

AFUDC - equity component

23

21

16

7

6

17

348

440

(59)

Charitable contributions

17

24

8

Miscellaneous

22

20

21

Total Other Expense

39

44

Miscellaneous
Total Other Income
Other Expense

$

Other Income (Expense) - net

309

$

396

29
$

(88)

(PPL Electric)
The components of "Other Income (Expense) - net" for the years ended December 31, were:
2019

2018

2017

Other Income
Defined benefit plans - non-service credits (Note 11)

$

Interest income

4

$

5

$

1

2

2

1

AFUDC - equity component

23

20

15

Total Other Income

29

27

17

Charitable contributions

3

3

2

Miscellaneous

1

1

3

Total Other Expense

4

4

Other Expense

$

Other Income (Expense) - net

25

$

23

5
$

12

16. Fair Value Measurements
(All Registrants)
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date (an exit price). A market approach (generally, data from market transactions), an income approach (generally, present value techniques and
option-pricing models), and/or a cost approach (generally, replacement cost) are used to measure the fair value of an asset or liability, as appropriate. These
valuation approaches incorporate inputs such as observable, independent market data and/or unobservable data that management believes are predicated on
the assumptions market participants would use to price an asset or liability. These inputs may incorporate, as
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applicable, certain risks such as nonperformance risk, which includes credit risk. The fair value of a group of financial assets and liabilities is measured on a
net basis. See Note 1 for information on the levels in the fair value hierarchy.
Recurring Fair Value Measurements
The assets and liabilities measured at fair value were:
December 31, 2019
Total

Level 1

December 31, 2018

Level 2

Level 3

Total

Level 1

Level 2

Level 3

PPL
Assets
Cash and cash equivalents

$

Restricted cash and cash equivalents (a)

815

$

815

$

—

$

—

$

621

$

621

$

—

$

—

21

21

—

—

22

22

—

—

Money market fund

—

—

—

—

59

59

—

—

Commingled debt fund measured at NAV (b)

29

—

—

—

—

—

—

—

Commingled equity fund measured at NAV (b)

27

—

—

—

—

—

—

—

56

—

—

—

59

59

—

—

Foreign currency contracts

142

—

142

—

202

—

202

—

Cross-currency swaps

154

—

154

—

135

—

135

—

296

—

296

—

337

—

337

Special use funds (a):

Total special use funds
Price risk management assets (c):

Total price risk management assets
Total assets

—

$

1,188

$

836

$

296

$

—

$

1,039

$

702

$

337

$

—

$

21

$

—

$

21

$

—

$

20

$

—

$

20

$

—

$

26

$

—

$

26

$

—

$

22

$

—

$

22

$

—

$

262

$

262

$

—

$

—

$

267

$

267

$

—

$

—

Liabilities
Price risk management liabilities (c):
Interest rate swaps
Foreign currency contracts
Total price risk management liabilities

5

—

5

—

2

—

2

—

PPL Electric
Assets
Cash and cash equivalents
Restricted cash and cash equivalents (a)
Total assets

2

2

—

—

2

2

—

—

$

264

$

264

$

—

$

—

$

269

$

269

$

—

$

—

$

27

$

27

$

—

$

—

$

24

$

24

$

—

$

—

$

27

$

27

$

—

$

—

$

24

$

24

$

—

$

—

$

21

$

—

$

21

$

—

$

20

$

—

$

20

$

—

$

21

$

—

$

21

$

—

$

20

$

—

$

20

$

—

$

15

$

15

$

—

$

—

$

10

$

10

$

—

$

—

$

15

$

15

$

—

$

—

$

10

$

10

$

—

$

—

$

21

$

—

$

21

$

—

$

20

$

—

$

20

$

—

$

21

$

—

$

21

$

—

$

20

$

—

$

20

$

—

LKE
Assets
Cash and cash equivalents
Total assets

Liabilities
Price risk management liabilities:
Interest rate swaps
Total price risk management liabilities

LG&E
Assets
Cash and cash equivalents
Total assets

Liabilities
Price risk management liabilities:
Interest rate swaps
Total price risk management liabilities
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December 31, 2019
Total

Level 1

December 31, 2018

Level 2

Level 3

Total

Level 1

Level 2

Level 3

KU
Assets
Cash and cash equivalents
Total assets
(a)
(b)
(c)

$

12

$

12

$

—

$

—

$

14

$

14

$

—

$

—

$

12

$

12

$

—

$

—

$

14

$

14

$

—

$

—

Current portion is included in "Other current assets" and long-term portion is included in "Other noncurrent assets" on the Balance Sheets.
In accordance with accounting guidance, certain investments that are measured at fair value using net asset value per share (NAV), or its equivalent, have not been classified in the fair value
hierarchy. The fair value amounts presented in the table are intended to permit reconciliation of the fair value hierarchy to the amounts presented in the statement of financial position.
Current portion is included in "Price risk management assets" and "Other current liabilities" and noncurrent portion is included in "Price risk management assets" and "Other deferred credits
and noncurrent liabilities" on the Balance Sheets.

Special Use Funds
(PPL)
The special use funds are investments restricted for paying active union employee medical costs. In May 2018, PPL received a favorable private letter ruling
from the IRS permitting a transfer of excess funds from the PPL Bargaining Unit Retiree Health Plan VEBA to a new subaccount within the VEBA to be used
to pay medical claims of active bargaining unit employees. In 2019, the funds are invested primarily in commingled debt and equity funds measured at NAV.
The funds are classified as investments in equity securities. Changes in the fair value of the funds are recorded to the Statement of Income. In 2018, the funds
were invested in money market funds.
Price Risk Management Assets/Liabilities - Interest Rate Swaps/Foreign
Currency-------------Contracts/Cross-Currency--Swaps
----- (PPL, LKE, LG&E and KU)
To manage interest rate risk, PPL, LKE, LG&E and KU use interest rate contracts such as forward-starting swaps, floating-to-fixed swaps and fixed-tofloating swaps. To manage foreign currency exchange risk, PPL uses foreign currency contracts such as forwards, options, and cross-currency swaps that
contain characteristics of both interest rate and foreign currency contracts. An income approach is used to measure the fair value of these contracts, utilizing
readily observable inputs, such as forward interest rates (e.g., LIBOR and government security rates) and forward foreign currency exchange rates (e.g.,
GBP), as well as inputs that may not be observable, such as credit valuation adjustments. In certain cases, market information cannot practicably be obtained
to value credit risk and therefore internal models are relied upon. These models use projected probabilities of default and estimated recovery rates based on
historical observances. When the credit valuation adjustment is significant to the overall valuation, the contracts are classified as Level 3.
Financial Instruments Not Recorded at Fair Value (All Registrants)
The carrying amounts of long-term debt on the Balance Sheets and their estimated fair values are set forth below. Long-term debt is classified as Level 2. The
effect of third-party credit enhancements is not included in the fair value measurement.
December 31, 2019
Carrying
Amount (a)
PPL

$

21,893

December 31, 2018
Carrying
Amount (a)

Fair Value
$

25,481

$

20,599

Fair Value
$

22,939

PPL Electric

3,985

4,589

3,694

3,901

LKE

6,002

6,766

5,502

5,768

LG&E

2,005

2,278

1,809

1,874

KU

2,623

3,003

2,321

2,451

(a)

Amounts are net of debt issuance costs.

The carrying amounts of other current financial instruments (except for long-term debt due within one year) approximate their fair values because of their
short-term nature.

199

Table of Contents
17. Derivative Instruments and Hedging Activities
Risk Management Objectives
(All Registrants)
PPL has a risk management policy approved by the Board of Directors to manage market risk associated with commodities, interest rates on debt issuances
and foreign exchange (including price, liquidity and volumetric risk) and credit risk (including non-performance risk and payment default risk). The Risk
Management Committee, comprised of senior management and chaired by the Senior Director-Risk Management, oversees the risk management function.
Key risk control activities designed to ensure compliance with the risk policy and detailed programs include, but are not limited to, credit review and
approval, validation of transactions, verification of risk and transaction limits, value-at-risk analyses (VaR, a statistical model that attempts to estimate the
value of potential loss over a given holding period under normal market conditions at a given confidence level) and the coordination and reporting of the
Enterprise Risk Management program.
Market Risk
Market risk includes the potential loss that may be incurred as a result of price changes associated with a particular financial or commodity instrument as well
as market liquidity and volumetric risks. Forward contracts, futures contracts, options, swaps and structured transactions are utilized as part of risk
management strategies to minimize unanticipated fluctuations in earnings caused by changes in commodity prices, interest rates and foreign currency
exchange rates. Many of these contracts meet the definition of a derivative. All derivatives are recognized on the Balance Sheets at their fair value, unless
NPNS is elected.
The following summarizes the market risks that affect PPL and its subsidiaries.
Interest Rate Risk
•

•

PPL and its subsidiaries are exposed to interest rate risk associated with forecasted fixed-rate and existing floating-rate debt issuances. PPL and WPD
hold over-the-counter cross currency swaps to limit exposure to market fluctuations on interest and principal payments from changes in foreign currency
exchange rates and interest rates. PPL, LKE and LG&E utilize over-the-counter interest rate swaps to limit exposure to market fluctuations on floatingrate debt. PPL, LKE, LG&E and KU utilize forward starting interest rate swaps to hedge changes in benchmark interest rates, when appropriate, in
connection with future debt issuances.
PPL and its subsidiaries are exposed to interest rate risk associated with debt securities and derivatives held by defined benefit plans. This risk is
significantly mitigated to the extent that the plans are sponsored at, or sponsored on behalf of, the regulated domestic utilities and for certain plans at
WPD due to the recovery methods in place.

Foreign Currency Risk (PPL)
•

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

(All Registrants)
Commodity Price Risk
PPL is exposed to commodity price risk through its domestic subsidiaries as described below.
•
•

PPL Electric is required to purchase electricity to fulfill its obligation as a PLR. Potential commodity price risk is insignificant and mitigated through its
PUC-approved cost recovery mechanism and full-requirement supply agreements to serve its PLR customers which transfer the risk to energy suppliers.
LG&E's and KU's rates include certain mechanisms for fuel, fuel-related expenses and energy purchases. In addition, LG&E's rates include a mechanism
for natural gas supply expenses. These mechanisms generally provide for timely recovery of market price fluctuations associated with these expenses.

Volumetric Risk
Volumetric risk is the risk related to the changes in volume of retail sales due to weather, economic conditions or other factors. PPL is exposed to volumetric
risk through its subsidiaries as described below.
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•
•

WPD is exposed to volumetric risk which is significantly mitigated as a result of the method of regulation in the U.K. Under the RIIO-ED1 price control
regulations, recovery of such exposure occurs on a two year lag. See Note 1 for additional information on revenue recognition under RIIO-ED1.
PPL Electric, LG&E and KU are exposed to volumetric risk on retail sales, mainly due to weather and other economic conditions for which there is
limited mitigation between rate cases.

Equity Securities Price Risk
•
•

PPL and its subsidiaries are exposed to equity securities price risk associated with the fair value of the defined benefit plans' assets. This risk is
significantly mitigated at the regulated domestic utilities and for certain plans at WPD due to the recovery methods in place.
PPL is exposed to equity securities price risk from future stock sales and/or purchases.

Credit Risk
Credit risk is the potential loss that may be incurred due to a counterparty's non-performance.
PPL is exposed to credit risk from "in-the-money" transactions with counterparties, as well as additional credit risk through certain of its subsidiaries, as
discussed below.
In the event a supplier of PPL Electric, LG&E or KU defaults on its obligation, those Registrants would be required to seek replacement power or
replacement fuel in the market. In general, subject to regulatory review or other processes, appropriate incremental costs incurred by these entities would be
recoverable from customers through applicable rate mechanisms, thereby mitigating the financial risk for these entities.
PPL and its subsidiaries have credit policies in place to manage credit risk, including the use of an established credit approval process, daily monitoring of
counterparty positions and the use of master netting agreements or provisions. These agreements generally include credit mitigation provisions, such as
margin, prepayment or collateral requirements. PPL and its subsidiaries may request additional credit assurance, in certain circumstances, in the event that the
counterparties' credit ratings fall below investment grade, their tangible net worth falls below specified percentages or their exposures exceed an established
credit limit.
Master Netting Arrangements (PPL, LKE, LG&E and KU)
Net derivative positions on the balance sheets are not offset against the right to reclaim cash collateral (a receivable) or the obligation to return cash collateral
(a payable) under master netting arrangements.
PPL had a $14 million and $40 million obligation to return cash collateral under master netting arrangements at December 31, 2019 and 2018.
PPL had no obligation to post cash collateral under master netting arrangements at December 31, 2019 and 2018.
LKE, LG&E and KU had no obligation to return cash collateral under master netting arrangements at December 31, 2019 and 2018.
LKE, LG&E and KU had no cash collateral posted under master netting arrangements at December 31, 2019 and 2018.
See "Offsetting Derivative Instruments" below for a summary of derivative positions presented in the balance sheets where a right of setoff exists under these
arrangements.
Interest Rate Risk
(All Registrants)
PPL and its subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. A variety of financial derivative instruments are
utilized to adjust the mix of fixed and floating interest rates in their debt portfolios, adjust the duration of the debt portfolios and lock in benchmark interest
rates in anticipation of future financing, when appropriate. Risk limits under PPL's risk management program are designed to balance risk exposure to
volatility in interest expense and changes
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in the fair value of the debt portfolio due to changes in benchmark interest rates. In addition, the interest rate risk of certain subsidiaries is potentially
mitigated as a result of the existing regulatory framework or the timing of rate cases.
Cash Flow Hedges (PPL)
Interest rate risks include exposure to adverse interest rate movements for outstanding variable rate debt and for future anticipated financings. Financial
interest rate swap contracts that qualify as cash flow hedges may be entered into to hedge floating interest rate risk associated with both existing and
anticipated debt issuances. PPL had no such contracts at December 31, 2019.
At December 31, 2019, PPL held an aggregate notional value in cross-currency interest rate swap contracts of $702 million that range in maturity from 2021
through 2028 to hedge the interest payments and principal of WPD's U.S. dollar-denominated senior notes.
Cash flow hedges are discontinued if it is no longer probable that the original forecasted transaction will occur by the end of the originally specified time
period and any amounts previously recorded in AOCI are reclassified into earnings once it is determined that the hedged transaction is not probable of
occurring.
For 2019 and 2018, PPL had no cash flow hedges reclassified into earnings associated with discontinued cash flow hedges and had an insignificant amount of
cash flow hedges reclassified into earnings associated with discontinued cash flow hedges in 2017.
At December 31, 2019, the amount of accumulated net unrecognized after-tax gains (losses) on qualifying derivatives expected to be reclassified into earnings
during the next 12 months is insignificant. Amounts are reclassified as the hedged interest expense is recorded.
Economic Activity (PPL, LKE and LG&E)
LG&E enters into interest rate swap contracts that economically hedge interest payments on variable rate debt. Because realized gains and losses from the
swaps, including terminated swap contracts, are recoverable through regulated rates, any subsequent changes in fair value of these derivatives are included in
regulatory assets or liabilities until they are realized as interest expense. Realized gains and losses are recognized in "Interest Expense" on the Statements of
Income at the time the underlying hedged interest expense is recorded. At December 31, 2019, LG&E held contracts with a notional amount of $147 million
that range in maturity through 2033.
Foreign Currency Risk
(PPL)
PPL is exposed to foreign currency risk, primarily through investments in and earnings of U.K. affiliates. PPL has adopted a foreign currency risk
management program designed to hedge certain foreign currency exposures, including firm commitments, recognized assets or liabilities, anticipated
transactions and net investments. In addition, PPL enters into financial instruments to protect against foreign currency translation risk of expected GBP
earnings.
Net Investment Hedges
PPL enters into foreign currency contracts on behalf of a subsidiary to protect the value of a portion of its net investment in WPD. There were no contracts
outstanding at December 31, 2019.
At December 31, 2019 and 2018, PPL had $32 million and $31 million of accumulated net investment hedge after tax gains (losses) that were included in the
foreign currency translation adjustment component of AOCI.
Economic Activity
PPL enters into foreign currency contracts on behalf of a subsidiary to economically hedge GBP-denominated anticipated earnings. At December 31, 2019,
the total exposure hedged by PPL was approximately £859 million (approximately $1.3 billion based on contracted rates). These contracts have termination
dates ranging from January 2020 through December 2020.
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Accounting and Reporting
(All Registrants)
All derivative instruments are recorded at fair value on the Balance Sheet as an asset or liability unless NPNS is elected. NPNS contracts for PPL and PPL
Electric include certain full-requirement purchase contracts and other physical purchase contracts. Changes in the fair value of derivatives not designated as
NPNS are recognized in earnings unless specific hedge accounting criteria are met and designated as such, except for the changes in fair values of LG&E's
interest rate swaps that are recognized as regulatory assets or regulatory liabilities. See Note 7 for amounts recorded in regulatory assets and regulatory
liabilities at December 31, 2019 and 2018.
See Note 1 for additional information on accounting policies related to derivative instruments.
(PPL)
The following table presents the fair value and location of derivative instruments recorded on the Balance Sheets:
December 31, 2019
Derivatives designated as
hedging instruments
Assets

December 31, 2018

Derivatives not designated
as hedging instruments

Liabilities

Assets

Derivatives designated as
hedging instruments

Liabilities

Assets

Derivatives not designated
as hedging instruments

Liabilities

Assets

Liabilities

Current:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps (b)

$

—

$

—

$

—

$

4

$

—

$

—

$

—

$

4

Cross-currency swaps (b)

5

—

—

—

6

—

—

—

Foreign currency contracts

—

—

142

5

—

—

103

2

5

—

142

9

6

—

103

6

—

—

—

17

—

—

—

16

Cross-currency swaps (b)

149

—

—

—

129

—

—

—

Foreign currency contracts

—

—

—

—

—

—

99

—

149

—

—

17

129

—

99

16

Total current
Noncurrent:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps (b)

Total noncurrent
Total derivatives
(a)
(b)

$

154

$

—

$

142

$

26

$

135

$

—

$

202

$

22

Current portion is included in "Price risk management assets" and "Other current liabilities" and noncurrent portion is included in "Price risk management assets" and "Other deferred credits
and noncurrent liabilities" on the Balance Sheets.
Excludes accrued interest, if applicable.

The following tables present the pre-tax effect of derivative instruments recognized in income, OCI or regulatory assets and regulatory liabilities:
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Derivative Gain
(Loss) Recognized
in OCI

Derivative
Relationships

Gain (Loss)
Reclassified
from AOCI into
Income

Location of Gain (Loss)
Recognized in Income
on Derivative

2019
Cash Flow Hedges:
Interest rate swaps

$

(30)

$

(13)

$

2

$

4

Cross-currency swaps

17

Total

Interest Expense
Other Income (Expense) - net

$

(9)

$

(18)

$

(8)

(9)

Net Investment Hedges:
Foreign currency contracts

2018
Cash Flow Hedges:
Interest rate swaps
Cross-currency swaps

41

Interest Expense
Other Income (Expense) - net

42

Interest Expense
Total

$

45

$

11

$

—

1
$

35

$

(9)

Net Investment Hedges:
Foreign currency contracts

2017
Cash Flow Hedges:
Interest rate swaps
Cross-currency swaps

(98)

Total

$

(98)

$

1

Interest Expense
Other Income (Expense) - net

(82)
$

(91)

Net Investment Hedges:
Foreign currency contracts
Derivatives Not Designated as
Hedging Instruments

Location of Gain (Loss) Recognized in
Income on Derivative

Foreign currency contracts

Other Income (Expense) - net

Interest rate swaps

Interest Expense
Total

Derivatives Not Designated as
Hedging Instruments
Interest rate swaps

2019
$

2018
(14)

$

150

(5)
$

Location of Gain (Loss) Recognized as
Regulatory Liabilities/Assets
Regulatory assets - noncurrent

$

(261)

145

$

(267)

6

$

(5)

(19)

$

2019
$

2017

(6)

2018
(1)

$

2017
5

The following table presents the effect of cash flow hedge activity on the Statement of Income for the year ended December 31, 2019:
Location and Amount of Gain (Loss)
Recognized in Income on Hedging
Relationships
Other Income
(Expense) - net

Interest Expense
Total income and expense line items presented in the income statement in which the effect of cash flow hedges are recorded

$

994

$

309

The effects of cash flow hedges:
Gain (Loss) on cash flow hedging relationships:
Interest rate swaps:
Amount of gain (loss) reclassified from AOCI to income

(9)

—

Hedged items

—

9

Amount of gain (loss) reclassified from AOCI to income

—

(9)

Cross-currency swaps:
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(LKE and LG&E)
The following table presents the fair value and the location on the Balance Sheets of derivatives not designated as hedging instruments:
December 31, 2019
Assets

December 31, 2018

Liabilities

Assets

Liabilities

Current:
Price Risk Management
Assets/Liabilities:
Interest rate swaps

$

—

Total current

$

4

$

—

$

4

—

4

—

4

—

17

—

16

Noncurrent:
Price Risk Management
Assets/Liabilities:
Interest rate swaps
Total noncurrent

—
$

Total derivatives

—

17
$

—

21

$

—

16
$

20

The following tables present the pre-tax effect of derivatives not designated as cash flow hedges that are recognized in income or regulatory assets:
Derivative Instruments

Location of Gain (Loss)

Interest rate swaps

2019
$

Interest Expense

Derivative Instruments

Location of Gain (Loss)

Interest rate swaps

2018
(5)

$

(1)

$

2019

Regulatory assets - noncurrent

$

2017
(5)

$

6

$

(6)

2018

2017
5

(PPL, LKE, LG&E and KU)
Offsetting Derivative Instruments
PPL, LKE, LG&E and KU or certain of their subsidiaries have master netting arrangements in place and also enter into agreements pursuant to which they
purchase or sell certain energy and other products. Under the agreements, upon termination of the agreement as a result of a default or other termination
event, the non-defaulting party typically would have a right to set off amounts owed under the agreement against any other obligations arising between the
two parties (whether under the agreement or not), whether matured or contingent and irrespective of the currency, place of payment or place of booking of the
obligation.
PPL, LKE, LG&E and KU have elected not to offset derivative assets and liabilities and not to offset net derivative positions against the right to reclaim cash
collateral pledged (an asset) or the obligation to return cash collateral received (a liability) under derivatives agreements. The table below summarizes the
derivative positions presented in the balance sheets where a right of setoff exists under these arrangements and related cash collateral received or pledged.
Assets

Liabilities

Eligible for Offset

Eligible for Offset

Cash
Collateral
Received

Derivative
Instruments

Gross

Net

Cash
Collateral
Pledged

Derivative
Instruments

Gross

Net

December 31, 2019
Treasury Derivatives
PPL

$

296

$

5

$

14

$

277

$

26

$

5

$

—

$

21

LKE

—

—

—

—

21

—

—

21

LG&E

—

—

—

—

21

—

—

21

205

Table of Contents

Assets

Liabilities

Eligible for Offset
Derivative
Instruments

Gross

Eligible for Offset

Cash
Collateral
Received

Net

Cash
Collateral
Pledged

Derivative
Instruments

Gross

Net

December 31, 2018
Treasury Derivatives
PPL

$

337

$

2

$

40

$

295

$

22

$

2

$

—

$

20

LKE

—

—

—

—

20

—

—

20

LG&E

—

—

—

—

20

—

—

20

Credit Risk-Related Contingent Features
Certain derivative contracts contain credit risk-related contingent features which, when in a net liability position, would permit the counterparties to require
the transfer of additional collateral upon a decrease in the credit ratings of PPL, LKE, LG&E and KU or certain of their subsidiaries. Most of these features
would require the transfer of additional collateral or permit the counterparty to terminate the contract if the applicable credit rating were to fall below
investment grade. Some of these features also would allow the counterparty to require additional collateral upon each downgrade in credit rating at levels that
remain above investment grade. In either case, if the applicable credit rating were to fall below investment grade, and assuming no assignment to an
investment grade affiliate were allowed, most of these credit contingent features require either immediate payment of the net liability as a termination
payment or immediate and ongoing full collateralization on derivative instruments in net liability positions.
Additionally, certain derivative contracts contain credit risk-related contingent features that require adequate assurance of performance be provided if the
other party has reasonable concerns regarding the performance of PPL's, LKE's, LG&E's and KU's obligations under the contracts. A counterparty demanding
adequate assurance could require a transfer of additional collateral or other security, including letters of credit, cash and guarantees from a creditworthy entity.
This would typically involve negotiations among the parties. However, amounts disclosed below represent assumed immediate payment or immediate and
ongoing full collateralization for derivative instruments in net liability positions with "adequate assurance" features.
(PPL, LKE and LG&E)
At December 31, 2019, derivative contracts in a net liability position that contain credit risk-related contingent features, collateral posted on those positions
and the related effect of a decrease in credit ratings below investment grade are summarized as follows:
PPL
Aggregate fair value of derivative instruments in a net liability position with credit risk-related contingent features
Aggregate fair value of collateral posted on these derivative instruments
Aggregate fair value of additional collateral requirements in the event of a credit downgrade below investment grade (a)
(a)

Includes the effect of net receivables and payables already recorded on the Balance Sheet.

18. Goodwill and Other Intangible Assets
Goodwill
(PPL)
The changes in the carrying amount of goodwill by segment were:
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$

LKE
3

$

LG&E
3

$

3

—

—

—

3

3

3
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U.K.
Regulated
2019
Balance at beginning of period (a)

$

2018

2,447

$

2019

2,596

$

Corporate and
Other
2018

662

$

2019

662

$

Total

2018

53

$

2019

—

$

2018

3,162

$

3,258

Effect of foreign currency exchange rates

34

(149)

—

—

—

—

34

(149)

Goodwill recognized during the period (b)

—

—

—

—

—

53

—

53

Other
Balance at end of period (a)
(a)
(b)

Kentucky
Regulated

2
$

2,483

—
$

2,447

—
$

662

—
$

—

662

$

53

—
$

2

53

$

3,198

—
$

3,162

There were no accumulated impairment losses related to goodwill.
Recognized as a result of the acquisition of Safari Energy.

Other Intangible Assets
(PPL)
The gross carrying amount and the accumulated amortization of other intangible assets were:
December 31, 2019
Gross
Carrying
Amount

December 31, 2018
Gross
Carrying
Amount

Accumulated
Amortization

Accumulated
Amortization

Subject to amortization:
Contracts (a)

$

136

Land rights and easements

$

84

440

Licenses and other
Total subject to amortization

$

137

135

$

75

418

128

22

3

21

1

598

222

576

204

361

—

339

—

6

—

6

—

367

—

345

—

Not subject to amortization due to indefinite life:
Land rights and easements
Other
Total not subject to amortization due to indefinite life
$

Total
(a)

965

$

222

$

921

$

204

Gross carrying amount in 2019 and 2018 includes the fair value at the acquisition date of the OVEC power purchase contract with terms favorable to market recognized as a result of the 2010
acquisition of LKE by PPL.

Current intangible assets are included in "Other current assets" and long-term intangible assets are included in "Other intangibles" on the Balance Sheets.
Amortization expense was as follows:
2019
Intangible assets with no regulatory offset

2018

$

9

$

18

Intangible assets with regulatory offset

7

$

15

9

Total

2017

$

$

6

$

15

8

9

Amortization expense for each of the next five years is estimated to be:
2020
Intangible assets with no regulatory offset

$

Intangible assets with regulatory offset
Total

2021
9

$

8
$

17
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2022
9

$

8
$

17

2023
9

$

8
$

17

2024
9

$

9

$

17

8
$

17

8
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(PPL Electric)
The gross carrying amount and the accumulated amortization of other intangible assets were:
December 31, 2019
Gross
Carrying
Amount

December 31, 2018
Gross
Carrying
Amount

Accumulated
Amortization

Accumulated
Amortization

Subject to amortization:
Land rights and easements

$

370

Licenses and other
Total subject to amortization

$

125

$

363

$

121

3

1

2

1

373

126

365

122

Not subject to amortization due to indefinite life:
Land rights and easements

17
$

Total

390

—
$

126

17
$

382

—
$

122

Intangible assets are shown as "Intangibles" on the Balance Sheets.
Amortization expense was insignificant in 2019, 2018 and 2017 and is expected to be insignificant in future years.
(LKE)
The gross carrying amount and the accumulated amortization of other intangible assets were:
December 31, 2019
Gross
Carrying
Amount

December 31, 2018
Gross
Carrying
Amount

Accumulated
Amortization

Accumulated
Amortization

Subject to amortization:
Land rights and easements

$

22

OVEC power purchase agreement (a)

4

125
$

Total subject to amortization
(a)

$

147

$

21

74
$

78

$

3

126
$

147

66
$

69

Gross carrying amount represents the fair value at the acquisition date of the OVEC power purchase contract recognized as a result of the 2010 acquisition by PPL. An offsetting regulatory
liability was recorded related to this contract, which is being amortized over the same period as the intangible asset, eliminating any income statement impact. See Note 7 for additional
information.

Long-term intangible assets are presented as "Other intangibles" on the Balance Sheets.
Amortization expense was as follows:
2019
Intangible assets with regulatory offset

$

2018
9

$

2017
8

$

9

Amortization expense for each of the next five years is estimated to be:
2020
Intangible assets with regulatory offset

$

2021
8
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$

2022
8

$

2023
8

$

2024
8

$

8
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(LG&E)
The gross carrying amount and the accumulated amortization of other intangible assets were:
December 31, 2019
Gross
Carrying
Amount

December 31, 2018
Gross
Carrying
Amount

Accumulated
Amortization

Accumulated
Amortization

Subject to amortization:
Land rights and easements

$

7

OVEC power purchase agreement (a)
$

Total subject to amortization

(a)

$

1

86
93

$

7

51
$

52

$

1

87
$

94

46
$

47

Gross carrying amount represents the fair value at the acquisition date of the OVEC power purchase contract recognized as a result of the 2010 acquisition by PPL. An offsetting regulatory
liability was recorded related to this contract, which is being amortized over the same period as the intangible asset, eliminating any income statement impact. See Note 7 for additional
information.

Long-term intangible assets are presented as "Other intangibles" on the Balance Sheets.
Amortization expense was as follows:
2019
Intangible assets with regulatory offset

2018

$

6

$

6

$

2017
6

$

6

$

6

Amortization expense for each of the next five years is estimated to be:
2020
Intangible assets with regulatory offset

$

2021
6

$

2022
6

2023

$

2024
6

(KU)
The gross carrying amount and the accumulated amortization of other intangible assets were:
December 31, 2019
Gross
Carrying
Amount

December 31, 2018
Gross
Carrying
Amount

Accumulated
Amortization

Accumulated
Amortization

Subject to amortization:
Land rights and easements

$

15

OVEC power purchase agreement (a)
$

Total subject to amortization

(a)

$

3

39
54

$

14

23
$

26

$

2

39
$

53

20
$

22

Gross carrying amount represents the fair value at the acquisition date of the OVEC power purchase contract recognized as a result of the 2010 acquisition by PPL. An offsetting regulatory
liability was recorded related to this contract, which is being amortized over the same period as the intangible asset, eliminating any income statement impact. See Note 7 for additional
information.

Long-term intangible assets are presented as "Other intangibles" on the Balance Sheets.
Amortization expense was as follows:
2019
Intangible assets with regulatory offset

$

2018
3

$

2017
2

$

3

Amortization expense for each of the next five years is estimated to be:
2020
Intangible assets with regulatory offset

$

2021
2

209

$

2022
2

$

2023
2

$

2024
2

$

2
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19. Asset Retirement Obligations
(PPL)
WPD has recorded conditional AROs required by U.K. law related to treated wood poles, gas-filled switchgear and fluid-filled cables.
(PPL and PPL Electric)
PPL Electric has identified legal retirement obligations for the retirement of certain transmission assets that could not be reasonably estimated due to
indeterminable settlement dates. These assets are located on rights-of-way that allow the grantor to require PPL Electric to relocate or remove the assets.
Since this option is at the discretion of the grantor of the right-of-way, PPL Electric is unable to determine when these events may occur.
(PPL, LKE, LG&E and KU)
PPL's LKE's, LG&E's and KU's ARO liabilities are primarily related to CCR closure costs. See Note 13 for information on the CCR rule. LG&E also has
AROs related to natural gas mains and wells. LG&E's and KU's transmission and distribution lines largely operate under perpetual property easement
agreements, which do not generally require restoration upon removal of the property. Therefore, no material AROs are recorded for transmission and
distribution assets. For LKE, LG&E and KU, all ARO accretion and depreciation expenses are reclassified as a regulatory asset. For other AROs, at the time
of retirement, the related ARO regulatory asset is offset against the associated cost of removal regulatory liability, PP&E and ARO liability.
The changes in the carrying amounts of AROs were as follows:
PPL
2019
ARO at beginning of period

$

2018

347

Accretion

LKE

$

19

LG&E

2019

397

$

2018

296

20

17

$

2019

356

$

KU
2018

103

$

2019

121

$

2018

193

18

6

6

11

$

235
12

Obligations incurred

—

8

—

8

—

—

—

8

Changes in estimated timing or cost

12

(3)

(2)

(14)

(2)

(2)

—

(12)

Effect of foreign currency exchange rates
Obligations settled
$

ARO at end of period

—

(3)

—

—

—

—

—

—

(96)

(72)

(96)

(72)

(34)

(22)

(62)

(50)

282

$

347

$

215

$

296

$

73

$

103

$

142

$

193

20. Accumulated Other Comprehensive Income (Loss)
(PPL and LKE)
The after-tax changes in AOCI by component for the years ended December 31 were as follows:
Defined benefit plans
Foreign
currency
translation
adjustments

Unrealized gains
(losses) on
qualifying
derivatives

Equity
investees'
AOCI

Prior
service
costs

Actuarial
gain
(loss)

Total

PPL
December 31, 2016

$

Amounts arising during the year
Reclassifications from AOCI
Net OCI during the year
December 31, 2017

(1,627)

$

$

(1)

$

(8)

$

(2,135)

$

(3,778)

(79)

—

—

(308)

151

—

73

1

1

130

205

538
$

(7)

538

(1,089)

(6)
$

(13)

210

1
$

—

1
$

(7)

(178)
$

(2,313)

356
$

(3,422)
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Defined benefit plans
Foreign
currency
translation
adjustments

Amounts arising during the year
Reclassifications from AOCI
Net OCI during the year
Adoption of reclassification of certain tax effects from
AOCI guidance cumulative effect adjustment (Note 1)
December 31, 2018

Reclassifications from AOCI
Net OCI during the year

Prior
service
costs

36

—

—

(29)

(444)

7

(1,533)

(1)
$

(7)

Total

(11)

(187)

—

2

142

115

—

(9)

(45)

(491)

—
$

Actuarial
gain
(loss)

—

(3)
$

(19)

(606)

(47)
$

(2,405)

(51)
$

(3,964)

108

(11)

—

(1)

(592)

(496)

—

13

—

2

87

102

108
$

Equity
investees'
AOCI

(444)

—
$

Amounts arising during the year

December 31, 2019

Unrealized gains
(losses) on
qualifying
derivatives

(1,425)

2
$

(5)

—
$

1

(505)

(394)

—

$

(18)

$

(2,910)

$

(4,358)

(1)

$

(8)

$

(61)

$

(70)

LKE
December 31, 2016

$

Amounts arising during the year

—

(2)

(23)

(25)

Reclassifications from AOCI

1

1

5

7

Net OCI during the year

1

(1)

(18)

(18)

$

December 31, 2017

—

$

(9)

$

(79)

$

(88)

Amounts arising during the year

—

—

7

7

Reclassifications from AOCI

—

2

8

10

Net OCI during the year
Adoption of reclassification of certain tax effects from
AOCI guidance cumulative effect adjustment (Note 1)

—

2

15

17

—
$

December 31, 2018

—

(2)
$

(9)

(16)
$

(80)

(18)
$

(89)

Amounts arising during the year

—

(1)

(6)

(7)

Reclassifications from AOCI

—

1

2

3

Net OCI during the year

—
$

December 31, 2019

211

—

—
$

(9)

(4)
$

(84)

(4)
$

(93)
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The following table presents PPL's gains (losses) and related income taxes for reclassifications from AOCI for the years ended December 31, 2019, 2018 and
2017. LKE amounts are insignificant for the years ended December 31, 2019, 2018 and 2017. The defined benefit plan components of AOCI are not reflected
in their entirety in the statement of income; rather, they are included in the computation of net periodic defined benefit costs (credits) and subject to
capitalization. See Note 11 for additional information.
PPL
Details about AOCI

2019

2018

Affected Line Item on the
Statements of Income

2017

Qualifying derivatives
Interest rate swaps

$

Cross-currency swaps

(9)

$

(8)

$

(9)

(9)

42

(82)

—

1

—

Total Pre-tax

(18)

35

(91)

Income Taxes

5

(6)

18

Total After-tax

(13)

29

(73)

Equity Investees' AOCI

—

—

(1)

Total Pre-tax

—

—

(1)

Income Taxes

—

—

—

Total After-tax

—

—

(1)

Interest Expense
Other Income (Expense) - net
Interest Expense

Other Income (Expense) - net

Defined benefit plans
Prior service costs
Net actuarial loss
Total Pre-tax

(3)

(2)

(2)

(109)

(178)

(167)

(112)

(180)

(169)

Income Taxes

23

36

38

Total After-tax

(89)

(144)

(131)

Total reclassifications during the year

$

(102)

$

(115)

$

(205)

21. New Accounting Guidance Pending Adoption
(All Registrants)
Accounting for Financial Instrument Credit Losses
In June 2016, the FASB issued accounting guidance that requires the use of a current expected credit loss (CECL) model for the measurement of credit losses
on financial instruments within the scope of this guidance, which includes accounts receivable. The CECL model requires an entity to measure credit losses
using historical information, current information and reasonable and supportable forecasts of future events, rather than the incurred loss impairment model
required under current GAAP.
The Registrants adopted the guidance using a modified retrospective through a cumulative-effect adjustment to retained earnings on January 1, 2020. The
adoption of this guidance did not have a significant impact on the Registrants.
Accounting for Implementation Costs in a Cloud Computing Service Arrangement
In August 2018, the FASB issued accounting guidance that requires a customer in a cloud computing hosting arrangement that is a service contract to
capitalize implementation costs consistent with internal-use software guidance for non-service arrangements. Prior guidance had not addressed these
implementation costs. The guidance requires these capitalized implementation costs to be amortized over the term of the hosting arrangement to the statement
of income line item where the service arrangement costs are recorded. The guidance also prescribes the financial statement classification of the capitalized
implementation costs and cash flows associated with the arrangement. Additional quantitative and qualitative disclosures are also required.
The Registrants adopted this guidance prospectively effective January 1, 2020. The adoption of this guidance did not have a significant impact on the
Registrants.
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Simplifying the Test for Goodwill Impairment (PPL, LKE, LG&E and KU)
In January 2017, the FASB issued accounting guidance that simplifies the test for goodwill impairment by eliminating the second step of the quantitative test.
The second step of the quantitative test requires a calculation of the implied fair value of goodwill, which is determined in the same manner as the amount of
goodwill in a business combination. Under this new guidance, an entity will now compare the estimated fair value of a reporting unit with its carrying value
and recognize an impairment charge for the amount the carrying amount exceeds the fair value of the reporting unit.
The Registrants adopted this guidance on January 1, 2020. The adoption of this guidance did not have a significant impact on the Registrants.
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SCHEDULE I - LG&E and KU Energy LLC
CONDENSED UNCONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31,
(Millions of Dollars)

2019

2018

2017

Other Income (Expense) - net
Equity in Earnings of Subsidiaries

$

Interest Income with Affiliate

477

$

470

$

397

28

25

14

505

495

411

Interest Expense

30

29

30

Interest Expense with Affiliate

32

28

20

Income Before Income Taxes

443

438

361

Income Tax Expense (Benefit)

(25)

Total

$

Net Income
Total other comprehensive income (loss)

468

(7)
$

(4)
$

Comprehensive Income Attributable to Member

464

$

17
$

The accompanying Notes to Condensed Unconsolidated Financial Statements are an integral part of the financial statements.
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45

462

316
(18)

$
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SCHEDULE I - LG&E and KU Energy LLC
CONDENSED UNCONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31,
(Millions of Dollars)

2019

2018

2017

Cash Flows from Operating Activities
Net cash provided by (used in) operating activities

$

368

$

346

$

401

Cash Flows from Investing Activities
Capital contributions to affiliated subsidiaries

(93)

(128)

(30)

Net decrease (increase) in notes receivable from affiliates

(44)

(26)

(28)

(137)

(154)

(58)

Net increase (decrease) in notes payable with affiliates

14

110

58

Contribution from member

63

—

—

(308)

(302)

(402)

(231)

(192)

(344)

—

—

Net cash provided by (used in) investing activities
Cash Flows from Financing Activities

Distribution to member
Net cash provided by (used in) financing activities
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period

—

Cash and Cash Equivalents at End of Period

(1)

—

1

$

—

$

—

$

—

$

411

$

402

$

418

Supplemental disclosures of cash flow information:
Cash Dividends Received from Subsidiaries

The accompanying Notes to Condensed Unconsolidated Financial Statements are an integral part of the financial statements.
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SCHEDULE I - LG&E and KU Energy LLC
CONDENSED UNCONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
(Millions of Dollars)

2019

2018

Assets
Current Assets
Accounts receivable from affiliates

$

3

Income taxes receivable

$

—

3

—

Notes receivable from affiliates

1,105

1,061

Total Current Assets

1,111

1,061

5,577

5,422

314

299

Investments
Affiliated companies at equity
Other Noncurrent Assets
Deferred income taxes
Total Assets

$

7,002

$

6,782

$

150

$

177

Liabilities and Equity
Current Liabilities
Notes payable to affiliates
Long-term debt due within one year

475

—

Accounts payable to affiliates

489

487

—

11

6

6

1,120

681

Long-term debt

249

723

Notes payable to affiliates

691

650

Total Long-term Debt

940

1,373

—

5

4,942

4,723

Taxes
Other current liabilities
Total Current Liabilities
Long-term Debt

Deferred Credits and Other Noncurrent Liabilities
Equity
Total Liabilities and Equity

$

7,002

The accompanying Notes to Condensed Unconsolidated Financial Statements are an integral part of the financial statements.
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Schedule I - LG&E and KU Energy LLC
Notes to Condensed Unconsolidated Financial Statements
1. Basis of Presentation
LG&E and KU Energy LLC (LKE) is a holding company and conducts substantially all of its business operations through its subsidiaries. Substantially all of
its consolidated assets are held by such subsidiaries. LKE uses the equity method to account for its investments in entities in which it has a controlling
financial interest. LKE's cash flow and its ability to meet its obligations are largely dependent upon the earnings of these subsidiaries and the distribution or
other payment of such earnings to it in the form of dividends or repayment of loans and advances from the subsidiaries. These condensed financial statements
and related footnotes have been prepared in accordance with Reg. §210.12-04 of Regulation S-X. These statements should be read in conjunction with the
consolidated financial statements and notes thereto of LKE.
LKE indirectly or directly owns all of the ownership interests of its significant subsidiaries. LKE relies primarily on dividends from its subsidiaries to fund
LKE's distributions to its member and to meet its other cash requirements. See Note 8 to LKE's consolidated financial statements for discussions related to
restricted net assets of its subsidiaries for the purposes of transferring funds to LKE in the form of distributions, loans or advances.
2. Commitments and Contingencies
See Note 13 to LKE's consolidated financial statements for commitments and contingencies of its subsidiaries.
Guarantees
LKE provides certain indemnifications covering the due and punctual payment, performance and discharge by each party of its respective obligations. The
most comprehensive of these guarantees is the LKE guarantee covering operational, regulatory and environmental commitments and indemnifications made
by WKE under a 2009 Transaction Termination Agreement. This guarantee has a term of 12 years ending July 2021, and a maximum exposure of $200
million, exclusive of certain items such as government fines and penalties that may exceed the maximum.
Additionally, LKE has indemnified various third parties related to historical obligations for other divested subsidiaries and affiliates. The indemnifications
vary by entity and the maximum exposures range from being capped at the sale price to no specified maximum. LKE could be required to perform on these
indemnifications in the event of covered losses or liabilities being claimed by an indemnified party. LKE cannot predict the ultimate outcomes of the various
indemnification scenarios, but does not expect such outcomes to result in significant losses above the amounts recorded.
3. Long-Term Debt
See Note 8 to LKE's consolidated financial statements for the terms of LKE's outstanding senior unsecured notes outstanding. Of the total outstanding, $475
million matures in 2020 and $250 million matures in 2021. These maturities are based on stated maturities. Also see Note 8 to LKE's consolidated financial
statements for the terms of LKE's $650 million in notes payable to a PPL affiliate. These notes range in maturity through 2028.
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QUARTERLY FINANCIAL AND DIVIDEND DATA (Unaudited)
PPL Corporation and Subsidiaries
(Millions of Dollars, except per share data)

For the Quarters Ended (a)
March 31

June 30

Sept. 30

Dec. 31

2019
Operating revenues

$

2,079

$

1,803

$

1,933

$

1,954

Operating income

781

640

726

693

Net income

466

441

475

364

Basic EPS

0.65

0.61

0.66

0.49

Diluted EPS

0.64

0.60

0.65

0.48

Net income available to PPL common shareowners: (b)

2018
Operating revenues

$

2,126

$

1,848

$

1,872

$

1,939

Operating income

851

658

686

657

Net income

452

515

445

415

Basic EPS

0.65

0.74

0.63

0.57

Diluted EPS

0.65

0.73

0.62

0.57

Net income available to PPL common shareowners: (b)

(a)
(b)

Quarterly results can vary depending on, among other things, weather. Accordingly, comparisons among quarters of a year may not be indicative of overall trends and changes in operations.
The sum of the quarterly amounts may not equal annual earnings per share due to changes in the number of common shares outstanding during the year or rounding.
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QUARTERLY FINANCIAL DATA (Unaudited)
PPL Electric Utilities Corporation and Subsidiaries
(Millions of Dollars)

For the Quarters Ended (a)
March 31

June 30

Sept. 30

Dec. 31

2019
Operating revenues

$

645

$

521

$

590

$

602

Operating income

198

161

193

193

Net income

121

94

118

124

2018
Operating revenues

$

639

$

517

$

548

$

573

Operating income

228

133

178

155

Net income

148

75

111

96

(a)

PPL Electric's business is seasonal in nature, with peak sales periods generally occurring in the winter and summer months. Accordingly, comparisons among quarters of a year may not be
indicative of overall trends and changes in operations.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS
ON ACCOUNTING AND FINANCIAL DISCLOSURE
PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities
Company
None.
ITEM 9A. CONTROLS AND PROCEDURES
(a) Evaluation of disclosure controls and procedures.
PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities
Company
The Registrants' principal executive officers and principal financial officers, based on their evaluation of the Registrants' disclosure controls and
procedures (as defined in Rules 13a-15(e) or 15d-15(e) of the Securities Exchange Act of 1934) have concluded that, as of December 31, 2019, the
Registrants' disclosure controls and procedures are effective to ensure that material information relating to the Registrants and their consolidated
subsidiaries is recorded, processed, summarized and reported within the time periods specified by the SEC's rules and forms, particularly during the period
for which this annual report has been prepared. The aforementioned principal officers have concluded that the disclosure controls and procedures are also
effective to ensure that information required to be disclosed in reports filed under the Exchange Act is accumulated and communicated to management,
including the principal executive officers and principal financial officers, to allow for timely decisions regarding required disclosure.
(b) Changes in internal control over financial reporting.
PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company, and Kentucky Utilities
Company
The Registrants' principal executive officers and principal financial officers have concluded that there were no changes in the Registrants' internal control
over financial reporting during the Registrants' fourth fiscal quarter that have materially affected, or are reasonably likely to materially affect, the
Registrants' internal control over financial reporting.
Management's Report on Internal Control over Financial Reporting
PPL Corporation
PPL's management is responsible for establishing and maintaining adequate internal control over financial reporting, as such term is defined in Exchange
Act Rule 13a-15(f) or 15d-15(f). PPL's internal control over financial reporting is a process designed to provide reasonable assurance to PPL's
management and Board of Directors regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. Because of its inherent limitations, internal control over financial reporting may not prevent or
detect misstatements.
Under the supervision and with the participation of our management, including our principal executive officer and principal financial officer, we
conducted an evaluation of the effectiveness of our internal control over financial reporting based on the framework in "Internal Control - Integrated
Framework" (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on our evaluation under the framework
in "Internal Control - Integrated Framework" (2013), our management concluded that our internal control over financial reporting was effective
December 31, 2019. The effectiveness of our internal control over financial reporting has been audited by Deloitte & Touche LLP, an independent
registered public accounting firm, as stated in their report contained on page 81.
PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company
Management of PPL's non-accelerated filer companies, PPL Electric, LKE, LG&E and KU, are responsible for establishing and maintaining adequate
internal control over financial reporting, as such term is defined in Exchange Act Rule 13a-15(f) or 15d-15(f). Each of the aforementioned companies'
internal control over financial reporting is a process
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designed to provide reasonable assurance to management and Board of Directors of these companies regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. Because of its inherent
limitations, internal control over financial reporting may not prevent or detect misstatements.
Under the supervision and with the participation of our management, including the principal executive officers and principal financial officers of the
companies listed above, we conducted an evaluation of the effectiveness of our internal control over financial reporting based on the framework in
"Internal Control - Integrated Framework" (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on our
evaluation under the framework in "Internal Control - Integrated Framework" (2013), management of these companies concluded that our internal control
over financial reporting was effective as of December 31, 2019. This annual report does not include an attestation report of Deloitte & Touche LLP, the
companies' independent registered public accounting firm regarding internal control over financial reporting for these non-accelerated filer companies.
The effectiveness of internal control over financial reporting for the aforementioned companies was not subject to attestation by the companies' registered
public accounting firm pursuant to rules of the Securities and Exchange Commission that permit these companies to provide only management's report in
this annual report.
ITEM 9B. OTHER INFORMATION
PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities
Company
None.
PART III
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE
PPL Corporation
Additional information for this item will be set forth in the sections entitled "Nominees for Directors" and "Board Committees - Board Committee
Membership" in PPL's 2020 Notice of Annual Meeting and Proxy Statement, which will be filed with the SEC not later than 120 days after December 31,
2019, and which information is incorporated herein by reference. There have been no changes to the procedures by which shareowners may recommend
nominees to PPL's board of directors since the filing with the SEC of PPL's 2019 Notice of Annual Meeting and Proxy Statement.
PPL has adopted a code of ethics entitled "Standards of Integrity" that applies to all directors, managers, trustees, officers (including the principal executive
officers, principal financial officers and principal accounting officers (each, a "principal officer")), employees and agents of PPL and PPL's subsidiaries for
which it has operating control (PPL Electric, LKE, LG&E and KU). The "Standards of Integrity" are posted on PPL's Internet website:
www.pplweb.com/Standards-of-Integrity. A description of any amendment to the "Standards of Integrity" (other than a technical, administrative or other nonsubstantive amendment) will be posted on PPL's Internet website within four business days following the date of the amendment. In addition, if a waiver
constituting a material departure from a provision of the "Standards of Integrity" is granted to one of the principal officers, a description of the nature of the
waiver, the name of the person to whom the waiver was granted and the date of the waiver will be posted on PPL's Internet website within four business days
following the date of the waiver.
PPL also has adopted its "Guidelines for Corporate Governance," which address, among other things, director qualification standards and director and board
committee responsibilities. These guidelines, and the charters of each of the committees of PPL's board of directors, are posted on PPL's Internet website:
www.pplweb.com/Guidelines and www.pplweb.com/board-committees.
PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company
Item 10 is omitted as PPL Electric, LKE, LG&E and KU meet the conditions set forth in General Instruction (I)(1)(a) and (b) of Form 10-K.
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EXECUTIVE OFFICERS OF THE REGISTRANTS
Officers of the Registrants are elected annually by their Boards of Directors to serve at the pleasure of the respective Boards. There are no family
relationships among any of the executive officers, nor is there any arrangement or understanding between any executive officer and any other person pursuant
to which the officer was selected.
There have been no events under any bankruptcy act, no criminal proceedings and no judgments or injunctions material to the evaluation of the ability and
integrity of any executive officer during the past five years.
Listed below are the executive officers at December 31, 2019.
PPL Corporation
Name
William H. Spence

Joanne H. Raphael

Vincent Sorgi

Joseph P. Bergstein, Jr.

Age
62

60

48

49

Positions Held During the Past Five Years

Dates

Chairman and Chief Executive Officer

July 2019 - present

Chairman, President and Chief Executive Officer

April 2012 - June 2019

Executive Vice President, General Counsel and Corporate Secretary

January 2019 - present

Senior Vice President, General Counsel and Corporate Secretary

June 2015 - January 2019

Senior Vice President and Chief External Affairs Officer-PPL
Services

October 2012 - May 2015

President and Chief Operating Officer

July 2019 - present

Executive Vice President and Chief Financial Officer

January 2019 - June 2019

Senior Vice President and Chief Financial Officer

June 2014 - January 2019

Senior Vice President and Chief Financial Officer

July 2019 - present

Vice President-Investor Relations and Corporate
Development & Planning

January 2018 - June 2019

Vice President-Investor Relations and Treasurer

January 2016 - December 2017

Vice President-Investor Relations and Financial Planning-PPL
Services

February 2015 - December 2015

Vice President-Investor Relations-PPL Services

April 2012 - February 2015

Gregory N. Dudkin (a)

62

President-PPL Electric

March 2012 - present

Paul W. Thompson (a)

62

Chairman of the Board, Chief Executive Officer and President-LKE

March 2018 - present

President and Chief Operating Officer

January 2017 - March 2018

Chief Operating Officer

February 2013 - December 2016

Philip Swift (a)

Marlene C. Beers

Tadd J. Henninger

(a)

52

48

44

Chief Executive-WPD

November 2018 - present

Operations Director

July 2013 - November 2018

Vice President and Controller

March 2019 - present

Vice President-Finance and Regulatory Affairs and Controller-PPL
Electric

August 2018 - February 2019

Controller-PPL Electric

February 2016 - July 2018

Vice President-Finance and Treasurer

July 2019 - present

Vice President and Treasurer

January 2018 - July 2019

Assistant Treasurer

December 2015 - December 2017

Director-Corporate Finance

October 2013 - November 2015

Designated an executive officer of PPL by virtue of their respective positions at a PPL subsidiary.
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ITEM 11. EXECUTIVE COMPENSATION
PPL Corporation
Information for this item will be set forth in the sections entitled "Compensation of Directors," "The Board's Role in Risk Oversight" and "Executive
Compensation" in PPL's 2020 Notice of Annual Meeting and Proxy Statement, which will be filed with the SEC not later than 120 days after December 31,
2019, and which information is incorporated herein by reference.
PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company
Item 11 is omitted as PPL Electric, LKE, LG&E and KU meet the conditions set forth in General Instructions (I)(1)(a) and (b) of Form 10-K.
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS
PPL Corporation
Information for this item will be set forth in the section entitled "Stock Ownership" in PPL's 2020 Notice of Annual Meeting and Proxy Statement, which will
be filed with the SEC not later than 120 days after December 31, 2019, and which information is incorporated herein by reference. In addition, provided
below in tabular format is information as of December 31, 2019, with respect to compensation plans (including individual compensation arrangements) under
which equity securities of PPL are authorized for issuance.

-Equity
- -Compensation
- - - - - - - -Plan
- - -Information
-----Number of securities to be
issued upon exercise of
outstanding options, warrants
and rights (3)

Weighted-average exercise
price of outstanding options,
warrants and rights (3)

Number of securities
remaining available for future
issuance under equity
compensation plans (4)

Equity compensation
plans approved by

56,185 – ICP

$

24.37 – ICP

1,541,819 – DDCP

security holders (1)

102,049 – SIP
1,172,709 – ICPKE

$
$

26.59 – SIP
26.25 – ICPKE

10,590,858 – SIP
1,742,904 – ICPKE

1,330,943 – Total

$

26.20 – Combined

13,875,581 – Total

Equity compensation
plans not approved by
security holders (2)
(1) Includes (a) the ICP, under which stock options, restricted stock, restricted stock units, performance units, dividend equivalents and other stock-based
awards were awarded to executive officers of PPL and no awards remain for issuance under this plan; (b) the ICPKE, under which stock options,
restricted stock, restricted stock units, performance units, dividend equivalents and other stock-based awards may be awarded to non-executive key
employees of PPL and its subsidiaries; (c) the PPL 2012 SIP approved by shareowners in 2012 under which stock options, restricted stock, restricted
stock units, performance units, dividend equivalents and other stock-based awards may be awarded to executive officers of PPL and its subsidiaries; and
(d) the DDCP, under which stock units may be awarded to directors of PPL. See Note 10 to the Financial Statements for additional information.
(2) All of PPL's current compensation plans under which equity securities of PPL are authorized for issuance have been approved by PPL's shareowners.
(3) Relates to common stock issuable upon the exercise of stock options awarded under the ICP, SIP and ICPKE as of December 31, 2019. In addition, as of
December 31, 2019, the following other securities had been awarded and are outstanding under the ICP, SIP, ICPKE and DDCP: 369,827 restricted
stock units, 524,632 TSR performance awards and 392,509 ROE performance awards under the SIP; 767,858 restricted stock units 214,759 TSR
performance awards and 178,257 ROE performance awards under the ICPKE; and 563,356 stock units under the DDCP.
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(4) Based upon the following aggregate award limitations under the ICP, SIP, ICPKE and DDCP: (a) under the ICP, 15,769,431 awards (i.e., 5% of the total
PPL common stock outstanding as of April 23, 1999) granted after April 23, 1999; (b) under the SIP, 15,000,000 awards; (c) under the ICPKE,
16,573,608 awards (i.e., 5% of the total PPL common stock outstanding as of January 1, 2003) granted after April 25, 2003, reduced by outstanding
awards for which common stock was not yet issued as of such date of 2,373,812 resulting in a limit of 14,199,796; and (d) under the DDCP, the number
of stock units available for issuance was reduced to 2,000,000 stock units in March 2012. In addition, each of the ICP and ICPKE includes an annual
award limitation of 2% of total PPL common stock outstanding as of January 1 of each year.
PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company
Item 12 is omitted as PPL Electric, LKE, LG&E and KU meet the conditions set forth in General Instructions (I)(1)(a) and (b) of Form 10-K.
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE
PPL Corporation
Information for this item will be set forth in the sections entitled "Transactions with Related Persons" and "Independence of Directors" in PPL's 2020 Notice
of Annual Meeting and Proxy Statement, which will be filed with the SEC not later than 120 days after December 31, 2019, and is incorporated herein by
reference.
PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company
Item 13 is omitted as PPL Electric, LKE, LG&E and KU meet the conditions set forth in General Instructions (I)(1)(a) and (b) of Form 10-K.
ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES
PPL Corporation
Information for this item will be set forth in the section entitled "Fees to Independent Auditor for 2019 and 2018" in PPL's 2020 Notice of Annual Meeting
and Proxy Statement, which will be filed with the SEC not later than 120 days after December 31, 2019, and which information is incorporated herein by
reference.
PPL Electric Utilities Corporation
For the fiscal years ended 2019 and 2018, Deloitte & Touche LLP (Deloitte) served as PPL Electric's independent auditor. The following table presents an
allocation of fees billed, including expenses, by the independent auditor to PPL Electric, for professional services rendered for the audits of PPL Electric's
annual financial statements and for fees billed for other services rendered by Deloitte.
2019

2018
(in thousands)

Audit fees (a)

$

1,308

$

1,093

Audit-related fees (b)

16

28

Taxes (c)

—

15

(a)
(b)
(c)

Includes estimated fees for audit of annual financial statements and review of financial statements included in PPL Electric's Quarterly Reports on Form 10-Q and for services in connection
with statutory and regulatory filings or engagements, including comfort letters and consents for financings and filings made with the SEC.
Fees for agreed-upon procedures related to annual EPA filings.
Fees for services related to Puerto Rico hurricane recovery efforts.

LG&E and KU Energy LLC
For the fiscal years ended 2019 and 2018, Deloitte served as LKE's independent auditor. The following table presents an allocation of fees billed, including
expenses, by the independent auditor to LKE, for professional services rendered for the audits of LKE's annual financial statements and for fees billed for
other services rendered by Deloitte.
2019

2018
(in thousands)

Audit fees (a)

$

Audit-related fees (b)
(a)
(b)

1,973

$

1,761

—

Includes estimated fees for audit of annual financial statements and review of financial statements included in LKE's Quarterly Reports on Form 10-Q and for services in connection with
statutory and regulatory filings or engagements, including comfort letters and consents for financings and filings made with the SEC.
Includes fees for agreed-upon procedures related to Kentucky Energy and Environment Cabinet forms.
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Louisville Gas and Electric Company
For the fiscal years ended 2019 and 2018, Deloitte served as LG&E's independent auditor. The following table presents an allocation of fees billed, including
expenses, by the independent auditor to LG&E, for professional services rendered for the audits of LG&E's annual financial statements and for fees billed for
other services rendered by Deloitte.
2019

2018
(in thousands)

Audit fees (a)

$

935

Audit-related fees (b)
(a)
(b)

$

870

—

9

Includes estimated fees for audit of annual financial statements and review of financial statements included in LG&E's Quarterly Reports on Form 10-Q and for services in connection with
statutory and regulatory filings or engagements, including comfort letters and consents for financings and filings made with the SEC.
Includes fees for agreed-upon procedures related to Kentucky Energy and Environment Cabinet forms.

Kentucky Utilities Company
For the fiscal years ended 2019 and 2018, Deloitte served as KU's independent auditor. The following table presents an allocation of fees billed, including
expenses, by the independent auditor to KU, for professional services rendered for the audits of KU's annual financial statements and for fees billed for other
services rendered by Deloitte.
2019

2018
(in thousands)

Audit fees (a)

$

Audit-related fees (b)
(a)
(b)

1,021

$

875

—

9

Includes estimated fees for audit of annual financial statements and review of financial statements included in KU's Quarterly Reports on Form 10-Q and for services in connection with
statutory and regulatory filings or engagements, including comfort letters and consents for financings and filings made with the SEC.
Includes fees for agreed-upon procedures related to Kentucky Energy and Environment Cabinet forms.

PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities
Company
Approval of Fees. The Audit Committee of PPL has procedures for pre-approving audit and non-audit services to be provided by the independent auditor.
---------

These procedures are designed to ensure the continued independence of the independent auditor. More specifically, the use of the independent auditor to
perform either audit or non-audit services is prohibited unless specifically approved in advance by the Audit Committee of PPL. As a result of this approval
process, the Audit Committee of PPL has pre-approved specific categories of services and authorization levels. All services outside of the specified categories
and all amounts exceeding the authorization levels are approved by the Chair of the Audit Committee of PPL, who serves as the Committee designee to
review and approve audit and non-audit related services during the year. A listing of the approved audit and non-audit services is reviewed with the full Audit
Committee of PPL no later than its next meeting.
The Audit Committee of PPL approved 100% of the 2019 and 2018 services provided by Deloitte.
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PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities
Company
(a) The following documents are filed as part of this report:
1.

Financial Statements - Refer to the "Table of Contents" for an index of the financial statements included in this report.

2.

Supplementary Data and Supplemental Financial Statement Schedule - included in response to Item 8.
Schedule I - LG&E and KU Energy LLC Condensed Unconsolidated Financial Statements.
All other schedules are omitted because of the absence of the conditions under which they are required or because the required information is
included in the financial statements or notes thereto.

3.

Exhibits
See Exhibit Index immediately following the signature pages.

227

Table of Contents
SHAREOWNER AND INVESTOR INFORMATION
Annual Meeting: The 2020 annual meeting of shareowners of PPL will be held on Wednesday, May 13, 2020, at the PPL Center, 701 Hamilton St.,
Allentown, PA 18101.
Proxy Statement Material: A proxy statement and notice of PPL's annual meeting will be provided to all shareowners who are holders of record as of
February 28, 2020. The latest proxy statement can be accessed at www.pplweb.com/PPLCorpProxy.
PPL Annual Report: The report will be published in the beginning of April and will be provided to all shareowners who are holders of record as of
February 28, 2020. The latest annual report can be accessed at www.pplweb.com/PPLCorpProxy.
Dividends: Subject to the declaration of dividends on PPL common stock by the PPL Board of Directors or its Executive Committee, dividends are paid on
the first business day of April, July, October and January. The 2020 record dates for dividends are expected to be March 10, June 10, September 10 and
December 10.
PPL's Website (www.pplweb.com): Shareowners can access PPL publications such as annual and quarterly reports to the Securities and Exchange
Commission (SEC Forms 10-K and 10-Q), other PPL filings, corporate governance materials, news releases, stock quotes and historical performance. Visitors
to our website can subscribe to receive automated email alerts for SEC filings, earnings releases, daily stock prices or other financial news.
www.pplweb.com will be mailed without charge upon request.
Financial reports which are available at --------By mail:
PPL Treasury Dept.
Two North Ninth Street
Allentown, PA 18101
By email: invserv@pplweb.com
By telephone:
610-774-5151 or Toll-free at 1-800-345-3085
Online Account Access: Registered shareowners can activate their account for online access by visiting shareowneronline.com.
Direct Stock Purchase and Dividend Reinvestment Plans (Plan): PPL offers investors the opportunity to acquire shares of PPL common stock
through its Plan. Through the Plan, participants are eligible to invest up to $25,000 per calendar month in PPL common stock. Shareowners may choose to
have dividends on their PPL common stock fully or partially reinvested in PPL common stock or can receive full payment of cash dividends by check or
electronic funds transfer. Participants in the Plan may choose to have their common stock certificates deposited into their Plan account.
Direct Registration System: PPL participates in the Direct Registration System (DRS). Shareowners may choose to have their common stock certificates
converted to book entry form within the DRS by submitting their certificates to PPL's transfer agent.
Listed Securities:
New York Stock Exchange
PPL Corporation:
Common Stock (Code: PPL)
PPL Capital Funding, Inc.:
2007 Series A Junior Subordinated Notes due 2067 (Code: PPL/67)
2013 Series B Junior Subordinated Notes due 2073 (Code: PPX)
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Fiscal Agents:
Transfer Agent and Registrar; Dividend Disbursing Agent; Plan Administrator
Equiniti Trust Company
Shareowner Services
1110 Centre Pointe Curve, Suite 101
Mendota Heights, MN 55120
Toll Free: 1-800-345-3085
Outside U.S.: 651-450-4064
Website: shareowneronline.com
Indenture Trustee
The Bank of New York Mellon
Corporate Trust Administration
500 Ross Street
Pittsburgh, PA 15262
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EXHIBIT INDEX
The following Exhibits indicated by an asterisk preceding the Exhibit number are filed herewith. The balance of the Exhibits has heretofore been filed with
the Commission and pursuant to Rule 12(b)-32 are incorporated herein by reference. Exhibits indicated by a [_] are filed or listed pursuant to Item 601(b)(10)
(iii) of Regulation S-K.
1(a)

- Securities Purchase and Registration Rights Agreement, dated March 5, 2014, among PPL Capital Funding, Inc., PPL
Corporation, and the several purchasers named in Schedule B thereto (Exhibit 1.1 to PPL Corporation Form 8-K Report (File No.
1-11459) dated March 10, 2014)

1(b)

- Final Terms, dated November 14, 2017, of Western Power Distribution (South West) plc £250,000,000 2.375% Notes due May
2029 (Exhibit 1.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated November 16, 2017)

1(c)

- Distribution Agreement, dated February 23, 2018, by and among PPL Corporation and J.P. Morgan Securities, LLC, Barclays
Capital Inc., Citigroup Global Markets Inc., JPMorgan Chase Bank, National Association, London Branch, Barclays Bank PLC
and Citibank N.A. (Exhibit 1.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated February 23, 2018)

1(d)

- Final Terms, dated March 23, 2018, of Western Power Distribution (South Wales) plc £30,000,000 RPI Index Linked Senior
Unsecured Notes due March 2036 (Exhibit 1(b) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended
March 31, 2018)

1(e)

- Final Terms, dated May 11, 2018, of Western Power Distribution (West Midlands) plc £30,000,000 RPI Index Linked Senior
Unsecured Notes due March 2028 (Exhibit 1(a) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended
June 30, 2018)

1(f)

- Final Terms, dated September 5, 2019, of Western Power Distribution (East Midlands) plc £250,000 Fixed Rate Notes due 2031
under the £4,000,000,000 Euro Medium Term Note Programme (Exhibit 1(a) to PPL Corporation Form 10-Q Report (File No. 111459) for the quarter ended September 30, 2019)

2(a)

- Separation Agreement among PPL Corporation, Talen Energy Holdings, Inc., Talen Energy Corporation, PPL Energy Supply,
LLC, Raven Power Holdings LLC, C/R Energy Jade, LLC and Sapphire Power Holdings LLC., dated as of June 9, 2014 (Exhibit
2.1 to PPL Energy Supply, LLC Form 8-K Report (File No. 1-32944) dated June 12, 2014)

2(b)

- Transaction Agreement among PPL Corporation, Talen Energy Holdings, Inc., Talen Energy Corporation, PPL Energy Supply,
LLC, Talen Energy Merger Sub, Inc., C/R Energy Jade, LLC, Sapphire Power Holdings LLC. and Raven Power Holdings LLC,
dated as of June 9, 2014 (Exhibit 2.2 to PPL Energy Supply, LLC Form 8-K Report (File No. 1-32944) dated June 12, 2014)

3(a)

- Amended and Restated Articles of Incorporation of PPL Corporation, effective as of May 25, 2016 (Exhibit 3(i) to PPL
Corporation Form 8-K Report (File No. 1-11459) dated May 26, 2016)

3(b)

- Bylaws of PPL Corporation, effective as of December 18, 2015 (Exhibit 3(ii) to PPL Corporation Form 8-K Report (File No. 111459) dated December 21, 2015)

3(c)

- Amended and Restated Articles of Incorporation of PPL Electric Utilities Corporation, effective as of October 31, 2013 (Exhibit
3(a) to PPL Electric Utilities Corporation Form 10-Q Report (File No. 1-905) for the quarter ended September 30, 2013)

3(d)

- Bylaws of PPL Electric Utilities Corporation, effective as of October 27, 2015 (Exhibit 3(a) to PPL Corporation Form 10-Q
Report (File No. 1-11459) for the quarter ended September 30, 2015)

3(e)

- Articles of Organization of LG&E and KU Energy LLC, effective as of December 29, 2003 (Exhibit 3(a) to Registration
Statement filed on Form S-4 (File No. 333-173665))
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3(f)-1

- Amended and Restated Operating Agreement of LG&E and KU Energy LLC, effective as of November 1, 2010 (Exhibit 3(b) to
Registration Statement filed on Form S-4 (File No. 333-173665))

3(f)-2

- Amendment to Amended and Restated Operating Agreement of LG&E and KU Energy LLC, effective as of November 25, 2013
(Exhibit 3(h)-2) to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2013)

3(g)-1

- Amended and Restated Articles of Incorporation of Louisville Gas and Electric Company, effective as of November 6, 1996
(Exhibit 3(a) to Registration Statement filed on Form S-4 (File No. 333-173676))

3(g)-2

- Articles of Amendment to Articles of Incorporation of Louisville Gas and Electric Company, effective as of April 6, 2004 (Exhibit
3(b) to Registration Statement filed on Form S-4 (File No. 333-173676))

3(h)

- Bylaws of Louisville Gas and Electric Company, effective as of December 16, 2003 (Exhibit 3(c) to Registration Statement filed
on Form S-4 (File No. 333-173676))

3(i)-1

- Amended and Restated Articles of Incorporation of Kentucky Utilities Company, effective as of December 14, 1993 (Exhibit 3(a)
to Registration Statement filed on Form S-4 (File No. 333-173675))

3(i)-2

- Articles of Amendment to Articles of Incorporation of Kentucky Utilities Company, effective as of April 8, 2004 (Exhibit 3(b) to
Registration Statement filed on Form S-4 (File No. 333-173675))

3(j)

- Bylaws of Kentucky Utilities Company, effective as of December 16, 2003 (Exhibit 3(c) to Registration Statement filed on Form
S-4 (File No. 333-173675))

4(a)-1

- Amended and Restated Employee Stock Ownership Plan, dated December 1, 2016 (Exhibit 4(a) to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2016)

4(a)-2

- Amendment No. 1 to PPL Employee Stock Ownership Plan, dated October 2, 2017 (Exhibit 4(c) to PPL Corporation Form 10-Q
Report (File No. 1-11459) for the quarter ended September 30, 2017)

4(a)-3

- Amendment No. 2 to PPL Employee Stock Ownership Plan, dated December 1, 2018 (Exhibit 4(a)-3 to PPL Corporation Form
10-K Report (File No. 1-11459) for the year ended December 31, 2018)

4(a)-4

- Amendment No. 3 to PPL Employee Stock Ownership Plan, dated January 1, 2019 (Exhibit 4(a)-4 to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2018)

4(b)

- Trust Deed constituting £150 million 9.25% percent Bonds due 2020, dated November 9, 1995, between South Wales Electric plc
and Bankers Trustee Company Limited (Exhibit 4(k) to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2004)

4(c)-1

- Indenture, dated as of November 1, 1997, among PPL Corporation, PPL Capital Funding, Inc. and JPMorgan Chase Bank
(formerly The Chase Manhattan Bank), as Trustee (Exhibit 4.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated
November 12, 1997)

4(c)-2

- Supplemental Indenture No. 8, dated as of June 14, 2012, to said Indenture (Exhibit 4(b) to PPL Corporation Form 8-K Report
(File No. 1-11459) dated June 14, 2012)

4(c)-3

- Supplemental Indenture No. 9, dated as of October 15, 2012, to said Indenture (Exhibit 4(b) to PPL Corporation Form 8-K Report
(File No. 1-11459) dated October 15, 2012)

4(c)-4

- Supplemental Indenture No. 10, dated as of May 24, 2013, to said Indenture (Exhibit 4.2 to PPL Corporation Form 8-K Report
(File No. 1-11459) dated May 24, 2013)
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4(c)-5

- Supplemental Indenture No. 11, dated as of May 24, 2013, to said Indenture (Exhibit 4.3 to PPL Corporation Form 8-K Report
(File No. 1-11459) dated May 24, 2013)

4(c)-6

- Supplemental Indenture No. 12, dated as of May 24, 2013, to said Indenture (Exhibit 4.4 to PPL Corporation Form 8-K Report
(File No. 1-11459) dated May 24, 2013)

4(c)-7

- Supplemental Indenture No. 13, dated as of March 10, 2014, to said Indenture (Exhibit 4.2 to PPL Corporation Form 8-K Report
(File No. 1-11459) dated March 10, 2014)

4(c)-8

- Supplemental Indenture No. 14, dated as of March 10, 2014, to said Indenture (Exhibit 4.3 to PPL Corporation Form 8-K Report
(File No. 1-11459) dated March 10, 2014)

4(c)-9

- Supplemental Indenture No. 15, dated as of May 17, 2016, to said Indenture (Exhibit 4(b) to PPL Corporation Form 8-K Report
(File No. 1-11459) dated May 17, 2016)

4(c)-10

- Supplemental Indenture No. 16, dated as of September 8, 2017, to said Indenture (Exhibit 4(b) to PPL Corporation Form 8-K
Report (File No. 1-11459) dated September 6, 2017)

4(d)-1

- Indenture, dated as of March 16, 2001, among WPD Holdings UK, Bankers Trust Company, as Trustee, Principal Paying Agent,
and Transfer Agent and Deutsche Bank Luxembourg, S.A., as Paying and Transfer Agent (Exhibit 4(g) to PPL Corporation Form
10-K Report (File No. 1-11459) for the year ended December 31, 2009)

4(d)-2

- First Supplemental Indenture constituting the creation of $200 million 6.75% Notes due 2004, $200 million 6.875% Notes due
2007, $225 million 6.50% Notes due 2008, $100 million 7.25% Notes due 2017 and $300 million 7.375% Notes due 2028, dated
as of March 16, 2001, to said Indenture (Exhibit 4(n)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year
ended December 31, 2004)

4(d)-3

- Second Supplemental Indenture, dated as of January 30, 2003, to said Indenture (Exhibit 4(n)-3 to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2004)

4(d)-4

- Third Supplemental Indenture, dated as of October 31, 2014, to said Indenture (Exhibit 4(b) to PPL Corporation Form 10-Q
Report (File No. 1-11459) for the quarter ended September 30, 2014)

4(d)-5

- Fourth Supplemental Indenture, dated as of December 1, 2016, to said Indenture (Exhibit 4(d)-5 to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2016)

4(d)-6

- Fifth Supplemental Indenture, dated as of January 2, 2019, to said Indenture (Exhibit 4(d)-6 to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2018)

4(e)-1

- Indenture, dated as of August 1, 2001, by PPL Electric Utilities Corporation and JPMorgan Chase Bank (formerly The Chase
Manhattan Bank), as Trustee (Exhibit 4.1 to PPL Electric Utilities Corporation Form 8-K Report (File No. 1-905) dated August
21, 2001)

4(e)-2

- Supplemental Indenture No. 6, dated as of December 1, 2005, to said Indenture (Exhibit 4(a) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated December 22, 2005)

4(e)-3

- Supplemental Indenture No. 7, dated as of August 1, 2007, to said Indenture (Exhibit 4(b) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated August 14, 2007)

4(e)-4

- Supplemental Indenture No. 9, dated as of October 1, 2008, to said Indenture (Exhibit 4(c) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated October 31, 2008)
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4(e)-5

- Supplemental Indenture No. 10, dated as of May 1, 2009, to said Indenture (Exhibit 4(b) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated May 22, 2009)

4(e)-6

- Supplemental Indenture No. 11, dated as of July 1, 2011, to said Indenture (Exhibit 4.1 to PPL Electric Utilities Corporation Form
8-K Report (File No. 1-905) dated July 13, 2011)

4(e)-7

- Supplemental Indenture No. 12, dated as of July 1, 2011, to said Indenture (Exhibit 4(a) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated July 18, 2011)

4(e)-8

- Supplemental Indenture No. 13, dated as of August 1, 2011, to said Indenture (Exhibit 4(a) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated August 23, 2011)

4(e)-9

- Supplemental Indenture No. 14, dated as of August 1, 2012, to said Indenture (Exhibit 4(a) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated August 24, 2012)

4(e)-10

- Supplemental Indenture No. 15, dated as of July 1, 2013, to said Indenture (Exhibit 4(a) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated July 11, 2013)

4(e)-11

- Supplemental Indenture No. 16, dated as of June 1, 2014, to said Indenture (Exhibit 4(a) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated June 5, 2014)

4(e)-12

- Supplemental Indenture No. 17, dated as of October 1, 2015, to said Indenture (Exhibit 4(a) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated October 1, 2015)

4(e)-13

- Supplemental Indenture No. 18, dated as of March 1, 2016, to said Indenture (Exhibit 4(c) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated March 10, 2016)

4(e)-14

- Supplemental Indenture No. 19, dated as of May 1, 2017, to said Indenture (Exhibit 4(a) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated May 11, 2017)

4(e)-15

- Supplemental Indenture No. 20, dated as of June 1, 2018, to said Indenture (Exhibit 4(a) to PPL Corporation Form 8-K Report
(File No. 1-11459) dated June 14, 2018)

4(e)-16

- Supplemental Indenture No. 21, dated as of September 1, 2019, to said Indenture (Exhibit 4(a) to PPL Corporation Form 8-K
Report (File No. 1-11459) dated September 6, 2019)

4(f)-1

- Trust Deed constituting £200 million 5.875 percent Bonds due 2027, dated March 25, 2003, between Western Power Distribution
(South West) plc and J.P. Morgan Corporate Trustee Services Limited (Exhibit 4(o)-1 to PPL Corporation Form 10-K Report (File
No. 1-11459) for the year ended December 31, 2004)

4(f)-2

- Supplement, dated May 27, 2003, to said Trust Deed, constituting £50 million 5.875 percent Bonds due 2027 (Exhibit 4(o)-2 to
PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2004)

4(g)-1

- Pollution Control Facilities Loan Agreement, dated as of October 1, 2008, between Pennsylvania Economic Development
Financing Authority and PPL Electric Utilities Corporation (Exhibit 4(a) to PPL Electric Utilities Corporation Form 8-K Report
(File No. 1-905) dated October 31, 2008)

4(g)-2

- Pollution Control Facilities Loan Agreement, dated as of March 1, 2016, between PPL Electric Utilities Corporation and the
Lehigh County Industrial Development Authority (Exhibit 4(a) to PPL Electric Utilities Corporation Form 8-K Report (File No.
1-905) dated March 10, 2016)
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4(g)-3

- Pollution Control Facilities Loan Agreement, dated as of March 1, 2016, between PPL Electric Utilities Corporation and the
Lehigh County Industrial Development Authority (Exhibit 4(b) to PPL Electric Utilities Corporation Form 8-K Report (File No.
1-905) dated March 10, 2016)

4(h)

- Trust Deed constituting £105 million 1.541 percent Index-Linked Notes due 2053, dated December 1, 2006, between Western
Power Distribution (South West) plc and HSBC Trustee (CI) Limited (Exhibit 4(i) to PPL Corporation Form 10-K Report (File
No. 1-11459) for the year ended December 31, 2006)

4(i)

- Trust Deed constituting £120 million 1.541 percent Index-Linked Notes due 2056, dated December 1, 2006, between Western
Power Distribution (South West) plc and HSBC Trustee (CI) Limited (Exhibit 4(j) to PPL Corporation Form 10-K Report (File
No. 1-11459) for the year ended December 31, 2006)

4(j)

- Trust Deed constituting £225 million 4.80436 percent Notes due 2037, dated December 21, 2006, between Western Power
Distribution (South Wales) plc and HSBC Trustee (CI) Limited (Exhibit 4(k) to PPL Corporation Form 10-K Report (File No. 111459) for the year ended December 31, 2006)

4(k)-1

- Subordinated Indenture, dated as of March 1, 2007, between PPL Capital Funding, Inc., PPL Corporation and The Bank of New
York, as Trustee (Exhibit 4(a) to PPL Corporation Form 8-K Report (File No. 1-11459) dated March 20, 2007)

4(k)-2

- Supplemental Indenture No. 1, dated as of March 1, 2007, to said Subordinated Indenture (Exhibit 4(b) to PPL Corporation Form
8-K Report (File No. 1-11459) dated March 20, 2007)

4(k)-3

- Supplemental Indenture No. 4, dated as of March 15, 2013, to said Subordinated Indenture (Exhibit 4(b) to PPL Corporation Form
8-K Report (File No. 1-11459) dated March 15, 2013)

4(l)

- Trust Deed constituting £200 million 5.75 percent Notes due 2040, dated March 23, 2010, between Western Power Distribution
(South Wales) plc and HSBC Corporate Trustee Company (UK) Limited (Exhibit 4(a) to PPL Corporation Form 10-Q Report
(File No. 1-11459) for the quarter ended March 31, 2010)

4(m)

- Trust Deed constituting £200 million 5.75 percent Notes due 2040, dated March 23, 2010, between Western Power Distribution
(South West) plc and HSBC Corporate Trustee Company (UK) Limited (Exhibit 4(b) to PPL Corporation Form 10-Q Report (File
No. 1-11459) for the quarter ended March 31, 2010)

4(n)-1

- Indenture, dated as of October 1, 2010, between Kentucky Utilities Company and The Bank of New York Mellon, as Trustee
(Exhibit 4(q)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2010)

4(n)-2

- Supplemental Indenture No. 1, dated as of October 15, 2010, to said Indenture (Exhibit 4(q)-2 to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2010)

4(n)-3

- Supplemental Indenture No. 2, dated as of November 1, 2010, to said Indenture (Exhibit 4(q)-3 to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2010)

4(n)-4

- Supplemental Indenture No. 3, dated as of November 1, 2013, to said Indenture (Exhibit 4(b) to PPL Corporation Form 8-K
Report (File No. 1-11459) dated November 13, 2013)

4(n)-5

- Supplemental Indenture No. 4, dated as of September 1, 2015, to said Indenture (Exhibit 4(b) to Kentucky Utilities Company
Form 8-K Report (File No. 1-3464) dated September 28, 2015)

4(n)-6

- Supplemental Indenture No. 5, dated as of August 1, 2016, to said Indenture (Exhibit 4(b) to Kentucky Utilities Company Form 8K Report (File No. 1-3464) dated August 26, 2016)
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4(n)-7

- Supplemental Indenture No. 6, dated as of August 1, 2018, to Indenture, dated as of October 1, 2010, between Kentucky Utilities
Company and The Bank of New York Mellon, as Trustee (Exhibit 4(a) to PPL Corporation 10-Q Report (File No. 1-11459) for the
quarter ended September 30, 2018)

4(n)-8

- Supplemental Indenture No. 7, dated as of March 1, 2019, to said Indenture (Exhibit 4(b) to PPL Corporation Form 8-K Report
(File No. 1-11459) dated April 1, 2019)

4(o)-1

- Indenture, dated as of October 1, 2010, between Louisville Gas and Electric Company and The Bank of New York Mellon, as
Trustee (Exhibit 4(r)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2010)

4(o)-2

- Supplemental Indenture No. 1, dated as of October 15, 2010, to said Indenture (Exhibit 4(r)-2 to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2010)

4(o)-3

- Supplemental Indenture No. 2, dated as of November 1, 2010, to said Indenture (Exhibit 4(r)-3 to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2010)

4(o)-4

- Supplemental Indenture No. 3, dated as of November 1, 2013, to said Indenture (Exhibit 4(a) to PPL Corporation Form 8-K
Report (File No. 1-11459) dated November 13, 2013)

4(o)-5

- Supplemental Indenture No. 4, dated as of September 1, 2015, to said Indenture (Exhibit 4(a) to Louisville Gas and Electric
Company Form 8-K Report (File No. 1-2893) dated September 28, 2015)

4(o)-6

- Supplemental Indenture No. 5, dated as of September 1, 2016, to said Indenture (Exhibit 4(b) to Louisville Gas and Electric
Company Form 8-K (File No. 1-2893) dated September 15, 2016)

4(o)-7

- Supplemental Indenture No. 6, dated as of May 15, 2017, to said Indenture (Exhibit 4(b) to Louisville Gas and Electric Company
Form 8-K Report (File No. 1-2893) dated June 1, 2017)

4(o)-8

- Supplemental Indenture No. 7, dated as of March 1, 2019, to said Indenture (Exhibit 4(a) to PPL Corporation Form 8-K Report
(File No. 1-11459) dated April 1, 2019)

4(p)-1

- Indenture, dated as of November 1, 2010, between LG&E and KU Energy LLC and The Bank of New York Mellon, as Trustee
(Exhibit 4(s)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2010)

4(p)-2

- Supplemental Indenture No. 1, dated as of November 1, 2010, to said Indenture (Exhibit 4(s)-2 to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2010)

4(p)-3

- Supplemental Indenture No. 2, dated as of September 1, 2011, to said Indenture (Exhibit 4(a) to PPL Corporation Form 8-K
Report (File No. 1-11459) dated September 30, 2011)

4(q)-1

- 2002 Series A Carroll County Loan Agreement, dated February 1, 2002, by and between Kentucky Utilities Company, and
County of Carroll, Kentucky (Exhibit 4(w)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(q)-2

- Amendment No. 1 dated as of September 1, 2010 to said Loan Agreement by and between Kentucky Utilities Company, and
County of Carroll, Kentucky (Exhibit 4(w)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(r)-1

- 2002 Series B Carroll County Loan Agreement, dated February 1, 2002, by and between Kentucky Utilities Company, and County
of Carroll, Kentucky (Exhibit 4(x)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31,
2010)
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4(r)-2

- Amendment No. 1 dated as of September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company, and
County of Carroll, Kentucky (Exhibit 4(x)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(s)-1

- 2004 Series A Carroll County Loan Agreement, dated October 1, 2004 and amended and restated as of September 1, 2008, by and
between Kentucky Utilities Company, and County of Carroll, Kentucky (Exhibit 4(z)-1 to PPL Corporation Form 10-K Report
(File No. 1-11459) for the year ended December 31, 2010)

4(s)-2

- Amendment No. 1 dated as of September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company, and
County of Carroll, Kentucky (Exhibit 4(z)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(t)-1

- 2006 Series B Carroll County Loan Agreement, dated October 1, 2006 and amended and restated September 1, 2008, by and
between Kentucky Utilities Company, and County of Carroll, Kentucky (Exhibit 4(aa)-1 to PPL Corporation Form 10-K Report
(File No. 1-11459) for the year ended December 31, 2010)

4(t)-2

- Amendment No. 1 dated as of September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company, and
County of Carroll, Kentucky (Exhibit 4(aa)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(u)-1

- 2008 Series A Carroll County Loan Agreement, dated August 1, 2008 by and between Kentucky Utilities Company, and County
of Carroll, Kentucky (Exhibit 4(cc)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31,
2010)

4(u)-2

- Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company, and County of
Carroll, Kentucky (Exhibit 4(cc)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31,
2010)

4(v)

- 2016 Series A Carroll County Loan Agreement dated as of August 1, 2016 between Kentucky Utilities Company and the County
of Carroll, Kentucky (Exhibit 4(a) to Kentucky Utilities Company Form 8-K Report (File No. 1-3464) dated August 26, 2016)

4(w)-1

- 2000 Series A Mercer County Loan Agreement, dated May 1, 2000 and amended and restated as of September 1, 2008, by and
between Kentucky Utilities Company, and County of Mercer, Kentucky (Exhibit 4(dd)-1 to PPL Corporation Form 10-K Report
(File No. 1-11459) for the year ended December 31, 2010)

4(w)-2

- Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company, and County of
Mercer, Kentucky (Exhibit 4(dd)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31,
2010)

4(x)-1

- 2002 Series A Mercer County Loan Agreement, dated February 1, 2002, by and between Kentucky Utilities Company, and
County of Mercer, Kentucky (Exhibit 4(ee)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(x)-2

- Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company, and County of
Mercer, Kentucky (Exhibit 4(ee)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31,
2010)

4(y)-1

- 2002 Series A Muhlenberg County Loan Agreement, dated February 1, 2002, by and between Kentucky Utilities Company, and
County of Muhlenberg, Kentucky (Exhibit 4(ff)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)
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4(y)-2

- Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company, and County of
Muhlenberg, Kentucky (Exhibit 4(ff)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December
31, 2010)

4(z)

- 2018 Series A Carroll County Loan Agreement, dated as of August 1, 2018, by and between Kentucky Utilities Company and
County of Carroll, Kentucky (Exhibit 4(b) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended
September 30, 2018)

4(aa)-1

- 2001 Series A Jefferson County Loan Agreement, dated November 1, 2001, by and between Louisville Gas and Electric
Company, and Jefferson County, Kentucky (Exhibit 4(jj)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year
ended December 31, 2010)

4(aa)-2

- Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric Company, and
Jefferson County, Kentucky (Exhibit 4(jj)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(bb)-1

- 2001 Series B Jefferson County Loan Agreement, dated November 1, 2001, by and between Louisville Gas and Electric
Company, and Jefferson County, Kentucky (Exhibit 4(kk)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the
year ended December 31, 2010)

4(bb)-2

- Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric Company, and
Jefferson County, Kentucky (Exhibit 4(kk)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(cc)-1

- 2003 Series A Louisville/Jefferson County Metro Government Loan Agreement, dated October 1, 2003, by and between
Louisville Gas and Electric Company and Louisville/Jefferson County Metro Government, Kentucky (Exhibit 4(ll)-1 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2010)

4(cc)-2

- Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric Company, and
Louisville/Jefferson County Metro Government, Kentucky (Exhibit 4(ll)-2 to PPL Corporation Form 10-K Report (File No. 111459) for the year ended December 31, 2010)

4(dd)-1

- 2005 Series A Louisville/Jefferson County Metro Government Loan Agreement, dated February 1, 2005 and amended and
restated as of September 1, 2008, by and between Louisville Gas and Electric Company, and Louisville/Jefferson County Metro
Government, Kentucky (Exhibit 4(mm)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December
31, 2010)

4(dd)-2

- Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric Company, and
Louisville/Jefferson County Metro Government, Kentucky (Exhibit 4(mm)-2 to PPL Corporation Form 10-K Report (File No. 111459) for the year ended December 31, 2010)

4(ee)-1

- 2007 Series A Louisville/Jefferson County Metro Government Loan Agreement, dated as of March 1, 2007 and amended and
restated as of September 1, 2008, by and between Louisville Gas and Electric Company, and Louisville/Jefferson County Metro
Government, Kentucky (Exhibit 4(nn)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December
31, 2010)

4(ee)-2

- Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric Company, and
Louisville/Jefferson County Metro Government, Kentucky (Exhibit 4(nn)-2 to PPL Corporation Form 10-K Report (File No. 111459) for the year ended December 31, 2010)

4(ff)

- 2007 Series B Louisville/Jefferson County Metro Government Amended and Restated Loan Agreement, dated November 1, 2010,
by and between Louisville Gas and Electric Company and Louisville/Jefferson County Metro Government, Kentucky (Exhibit
4(oo) to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2010)
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4(gg)-1

- 2001 Series A Trimble County Loan Agreement, dated November 1, 2001, by and between Louisville Gas and Electric Company,
and County of Trimble, Kentucky (Exhibit 4(qq)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(gg)-2

- Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric Company, and
the County of Trimble, Kentucky (Exhibit 4(qq)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(hh)

- 2017 Series A Trimble County Loan Agreement, dated as of June 1, 2017, by and between Louisville Gas and Electric Company
and the County of Trimble, Kentucky (Exhibit 4(a) to Louisville Gas and Electric Company Form 8-K Report (File No. 1-2893)
dated June 1, 2017)

4(ii)-1

- 2001 Series B Trimble County Loan Agreement, dated November 1, 2001, by and between Louisville Gas and Electric Company,
and County of Trimble, Kentucky (Exhibit 4(rr)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(ii)-2

- Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric Company, and
County of Trimble, Kentucky (Exhibit 4(rr)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(jj)

- 2016 Series A Trimble County Loan Agreement dated as of September 1, 2016 between Louisville Gas and Electric Company and
the County of Trimble, Kentucky (Exhibit 4(a) to Louisville Gas and Electric Company Form 8-K (File No. 1-2893) dated
September 15, 2016)

4(kk)

- Trust Deed, dated November 26, 2010, between Central Networks East plc and Central Networks West plc, the Issuers, and
Deutsche Trustee Company Limited relating to Central Networks East plc and Central Network West plc £3 billion Euro Medium
Term Note Programme (Exhibit 4(pp) to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31,
2015)

4(ll)-1

- Indenture, dated April 21, 2011, between PPL WEM Holdings PLC, as Issuer, and The Bank of New York Mellon, as Trustee
(Exhibit 10.2 to PPL Corporation Form 8-K Report (File No. 1-11459) dated April 21, 2011)

4(ll)-2

- Supplemental Indenture No. 1, dated April 21, 2011, to said Indenture (Exhibit 10.3 to PPL Corporation Form 8-K Report (File
No. 1-11459) dated April 21, 2011)

4(ll)-3

- Second Supplemental Indenture, dated as of October 30, 2014, to said Indenture (Exhibit 4(a) to PPL Corporation Form 10-Q
Report (File No. 1-11459) for the quarter ended September 30, 2014)

4(mm)-1

- Trust Deed, dated April 27, 2011, by and among Western Power Distribution (East Midlands) plc and Western Power Distribution
(West Midlands) plc, as Issuers, and HSBC Corporate Trustee Company (UK) Limited as Note Trustee (Exhibit 4.1 to PPL
Corporation Form 8-K Report (File No.1-11459) dated May 17, 2011)

4(mm)-2

- Amended and Restated Trust Deed, dated September 10, 2013, by and among Western Power Distribution (East Midlands) plc,
Western Power Distribution (West Midlands) plc, Western Power Distribution (South West) plc and Western Power Distribution
(South Wales) plc as Issuers, and HSBC Corporate Trustee Company (UK) Limited as Note Trustee (Exhibit 4.1 to PPL
Corporation Form 8-K Report (File No. 1-11459) dated October 18, 2013)

4(mm)-3

- £3,000,000,000 Euro Medium Term Note Programme entered into by Western Power Distribution (East Midlands) plc, Western
Power Distribution (South Wales) plc, Western Power Distribution (South West) plc and Western Power Distribution (West
Midlands) plc, dated as of September 9, 2016 (Exhibit 4(oo)-3 to PPL Corporation Form 10-K Report (File No. 1-11459) for the
year ended December 31, 2016)

238

Table of Contents

4(mm)-4

- £3,000,000,000 Euro Medium Term Note Programme entered into by Western Power Distribution (East Midlands) plc, Western
Power Distribution (South Wales) plc, Western Power Distribution (South West) plc and Western Power Distribution (West
Midlands) plc, dated as of September 15, 2017 (Exhibit 4(b) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the
quarter ended September 30, 2017)

4(mm)-5

- Amended and Restated Trust Deed, relating to the £3,000,000,000 Euro Medium Term Note Programme of the Issuers, dated
September 9, 2016, by and among Western Power Distribution (East Midlands) plc, Western Power Distribution (South Wales)
plc, Western Power Distribution (South West) plc and Western Power Distribution (West Midlands) plc as Issuers, and HSBC
Corporate Trustee Company (UK) Limited as Note Trustee (Exhibit 4(a)-1 to PPL Corporation 10-Q Report (File No. 1-11459)
for the quarter ended March 31, 2018)

4(mm)-6

- Supplement Prospectus, dated March 15, 2018 to the £3,000,000,000 Euro Medium Term Note Programme, entered into by
Western Power Distribution (East Midlands) plc, Western Power Distribution (South Wales) plc, Western Power Distribution
(South West) plc and Western Power Distribution (West Midlands) plc, dated as of September 15, 2017 (Exhibit 4(a)-2 to PPL
Corporation 10-Q Report (File No. 1-11459) for the quarter ended March 31, 2018)

4(mm)-7

- Amended and Restated Trust Deed, dated August 14, 2018, by and among Western Power Distribution (East Midlands) plc,
Western Power Distribution (South Wales) plc, Western Power Distribution (South West) plc and Western Power Distribution
(West Midlands) plc as Issuers, and HSBC Corporate Trustee Company (UK) Limited as Note Trustee (Exhibit 4(c) to PPL
Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended September 30, 2018)

*4(mm)-8

- Amended and Restated Trust Deed, dated August 12, 2019, by and among Western Power Distribution (East Midlands) plc,
Western Power Distribution (South Wales) plc, Western Power Distribution (South West) plc and Western Power Distribution
(West Midlands) plc as Issuers, and HSBC Corporate Trustee Company (UK) Limited as Note Trustee

4(nn)

- Trust Deed constituting £500 million 3.625% Senior Unsecured Notes due 2023, dated November 6, 2015, by and among Western
Power Distribution plc as Issuer, and HSBC Corporate Trustee Company (UK) Limited as Note Trustee (Exhibit 4.1 to PPL
Corporation Form 8-K Report (File No. 1-11459) dated November 6, 2015)

4(oo)

- Subscription Agreement, dated November 14, 2017, by and among Western Power Distribution(South West) plc as Issuer, HSBC
Bank plc, Mizuho International plc, The Royal Bank of Scotland plc (trading as NatWest Markets), Banco Santander, S.A.,
Barclays Bank PLC, Lloyds Bank plc, Merrill Lynch International, MUFG Securities EMEA plc and RBC Europe Limited.
(Exhibit 4.3 to PPL Corporation Form 8-K Report (File No. 1-11459) dated November 14, 2017).

4(pp)

- Trust Deed, dated October 16, 2018, between Western Power Distribution plc as Issuer, and HSBC Corporate Trustee Company
(UK) Limited as Trustee (Exhibit 4(d) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended September
30, 2018)

*4(qq)

- Description of PPL Corporation's common stock, par value $0.1 per share

*4(rr)

- Description of PPL Capital Funding, Inc.'s Junior Subordinated Notes 2007 Series A due 2067, as guaranteed by PPL Corporation

*4(ss)

- Description of PPL Capital Funding, Inc.'s Junior Subordinated Notes 2013 Series B due 2073, as guaranteed by PPL Corporation

*4(tt)

- Description of PPL Electric Utilities Corporation's common stock
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10(a)

- $300 million Revolving Credit Agreement, dated as of November 12, 2013, among PPL Capital Funding, Inc., as borrower, PPL
Corporation, as Guarantor, the Lenders party thereof and PNC Bank National Association, as Administrative Agent, and
Manufactures and Traders Trust as Syndication Agent (Exhibit 10.1 to PPL Corporation Form 8-K Report (File No. 1-11459)
dated November 13, 2013)

10(b)-1

- $150 million Revolving Credit Agreement, dated as of March 26, 2014, among PPL Capital Funding, Inc., as Borrower, PPL
Corporation, as Guarantor and The Bank of Nova Scotia, as Administrative Agent, Issuing Lender and Lender (Exhibit 10.1 to
PPL Corporation Form 8-K Report (File No. 1-11459) dated April 1, 2014)

10(b)-2

- First Amendment to said Revolving Credit Agreement, dated as of March 17, 2015 (Exhibit 10(c)-2 to PPL Corporation Form 10K Report (File No. 1-11459) for the year ended December 31, 2015)

10(b)-3

- Second Amendment to said Revolving Credit Agreement, dated as of March 17, 2016 (Exhibit 10(a) to PPL Corporation Form 10Q Report (File No. 1-11459) for the quarter ended June 30, 2016)

10(b)-4

- Third Amendment to said Revolving Credit Agreement, dated as of March 17, 2017 (Exhibit 10(a) to PPL Corporation Form 10-Q
Report (File No. 1-11459) for the quarter ended March 31, 2017)

10(b)-5

- Fourth Amendment to said Revolving Credit Agreement, dated as of March 16, 2018 (Exhibit 10(b)-5 to PPL Corporation Form
10-K Report (File No. 1-11459) for the year ended December 31, 2018)

10(b)-6

- Fifth Amendment to said Revolving Credit Agreement, dated as of March 8, 2019 (Exhibit 10.2 to PPL Corporation Form 8-K
Report (File No. 11459) dated March 8, 2019)

10(c)

- Employee Matters Agreement, among PPL Corporation, Talen Energy Corporation, C/R Energy Jade, LLC, Sapphire Power
Holdings LLC. and Raven Power Holdings LLC, dated as of June 9, 2014 (Exhibit 10.1 to PPL Energy Supply, LLC Form 8-K
Report (File No. 1-32944) dated June 12, 2014)

10(d)-1

- $300 million Amended and Restated Revolving Credit Agreement, dated as of July 28, 2014, among PPL Electric Utilities
Corporation, as the Borrower, the Lenders from time to time party thereto and Wells Fargo Bank, National Association, as
Administrative Agent, Issuing Lender and Swingline Lender (Exhibit 10(e) to PPL Electric Utilities Corporation Form 10-Q
Report (File No. 1-905) for the quarter ended June 30, 2014)

10(d)-2

- Notice of Automatic Extension, dated as of September 29, 2014, to said Amended and Restated Credit Agreement (Exhibit 10(b)
to PPL Electric Utilities Corporation Form 10-Q Report (File No. 1-905) for the quarter ended September 30, 2014)

10(d)-3

- Amendment No. 1 to said Credit Agreement, dated as of January 29, 2016 (Exhibit 10.2 to PPL Corporation Form 8-K Report
(File No. 1-11459) dated February 3, 2016)

10(d)-4

- Commitment Extension and Increase Agreement and Amendment No. 2 to said Credit Agreement, dated as of December 1, 2016
(Exhibit 10(e)-4 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2016)

10(d)-5

- Commitment Extension Agreement and Amendment No. 3 to said Credit Agreement, dated as of January 26, 2018 (Exhibit
10(e)-5 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2017)

10(d)-6

- Amendment No. 4 to said Credit Agreement, dated as of March 8, 2019 (Exhibit 10.3 to PPL Corporation Form 8-K Report (File
No. 1-11459) dated March 8, 2019)
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10(e)-1

- $300 million Revolving Credit Agreement, dated as of July 28, 2014, among PPL Capital Funding, Inc., as the Borrower, PPL
Corporation, as the Guarantor, the Lenders from time to time party thereto and Wells Fargo Bank, National Association, as
Administrative Agent, Issuing Lender and Swingline Lender (Exhibit 10(d) to PPL Corporation Form 10-Q Report (File No. 111459) for the quarter ended June 30, 2014)

10(e)-2

- Amendment No. 1 to said Credit Agreement, dated as of January 29, 2016 (Exhibit 10.1 to PPL Corporation Form 8-K Report
(File No. 1-11459) dated February 3, 2016)

10(e)-3

- Commitment Extension and Increase Agreement and Amendment No. 2 to said Credit Agreement, dated as of December 1, 2016
(Exhibit 10(f)-3 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2016)

10(e)-4

- Commitment Extension Agreement and Amendment No. 3 to said Credit Agreement, dated as of January 26, 2018 (Exhibit
10(f)-4 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2017)

10(e)-5

- Amendment No. 4 to said Credit Agreement, dated as of March 8, 2019 (Exhibit 10.1 to PPL Corporation Form 8-K Report (File
No. 1-11459) dated March 8, 2019

10(f)-1

- $400 million Amended and Restated Revolving Credit Agreement, dated as of July 28, 2014, among Kentucky Utilities Company,
as the Borrower, the Lenders from time to time party thereto and Wells Fargo Bank, National Association, as Administrative
Agent, Issuing Lender and Swingline Lender (Exhibit 10(f) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the
quarter ended June 30, 2014)

10(f)-2

- Amendment No. 1 to said Credit Agreement, dated as of January 29, 2016 (Exhibit 10.4 to PPL Corporation Form 8-K Report
(File No. 1-11459) dated February 3, 2016)

10(f)-3

- Commitment Extension Agreement and Amendment No. 2 to said Credit Agreement, dated as of January 4, 2017 (Exhibit 10(g)-3
to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2016)

10(f)-4

- Commitment Extension Agreement and Amendment No. 3 to said Credit Agreement, dated as of January 26, 2018 (Exhibit
10(g)-4 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2017)

10(f)-5

- Amendment No. 4 to said Credit Agreement, dated as of March 8, 2019 (Exhibit 10.5 to PPL Corporation Form 8-K Report (File
No. 1-11459) dated March 8, 2019)

10(g)-1

- $500 million Amended and Restated Revolving Credit Agreement, dated as of July 28, 2014, among Louisville Gas and Electric
Company, as the Borrower, the Lenders from time to time party thereto and Wells Fargo Bank, National Association, as
Administrative Agent, Issuing Lender and Swingline Lender (Exhibit 10(g) to PPL Corporation Form 10-Q Report (File No. 111459) for the quarter ended June 30, 2014)

10(g)-2

- Amendment No. 1 to said Credit Agreement, dated as of January 29, 2016 (Exhibit 10.3 to PPL Corporation Form 8-K Report
(File No. 1-11459) dated February 3, 2016)

10(g)-3

- Commitment Extension Agreement and Amendment No. 2 to said Credit Agreement, dated as of January 4, 2017 (Exhibit 10(h)-3
to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2016)

10(g)-4

- Commitment Extension Agreement and Amendment No. 3 to said Credit Agreement, dated as of January 26, 2018 (Exhibit
10(h)-4 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2017)
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10(g)-5

- Amendment No. 4 to said Credit Agreement, dated as of March 8, 2019 (Exhibit 10.4 to PPL Corporation Form 8-K Report (File
No. 1-11459) dated March 8, 2019)

10(h)-1

- Amendment and Restatement Agreement, dated July 29, 2014, between Western Power Distribution (South West) plc and the
banks party thereto, as Bookrunners and Mandated Lead Arrangers, HSBC Bank plc and Mizuho Bank, Ltd., as Joint
Coordinators, and Mizuho Bank, Ltd., as Facility Agent, relating to the £245 million Multicurrency Revolving Credit Facility
Agreement originally dated January 12, 2012 (Exhibit 10(h) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the
quarter ended June 30, 2014)

10(h)-2

- Amendment Agreement, dated March 21, 2018, between Western Power Distribution (South West) plc and the banks party
thereto, as Bookrunners and Mandated Lead Arrangers, HSBC Bank plc and Mizuho Bank Ltd., as Joint Coordinators, and
Mizuho Bank, Ltd., as Facility Agent, relating to the £245 million Multicurrency Revolving Credit Facility Agreement originally
dated January 12, 2012 and amended and restated on July 29, 2014 (Exhibit 10(d) to PPL Corporation 10-Q Report (File No. 111459) for the quarter ended March 31, 2018)

10(i)-1

- Amendment and Restatement Agreement, dated July 29, 2014, between Western Power Distribution (East Midlands) plc and the
banks party thereto, as Bookrunners and Mandated Lead Arrangers, HSBC Bank plc and Mizuho Bank Ltd., as Joint
Coordinators, and Bank of America Merrill Lynch International Limited, as Facility Agent, relating to the £300 million
Multicurrency Revolving Credit Facility Agreement originally dated April 4, 2011(Exhibit 10(i) to PPL Corporation Form 10-Q
Report (File No. 1-11459) for the quarter ended June 30, 2014)

10(i)-2

- Amendment Agreement, dated March 13, 2018, between Western Power Distribution (East Midlands) plc and the banks party
thereto, as Bookrunners and Mandated Lead Arrangers, HSBC Bank plc and Mizuho Bank Ltd., as Joint Coordinators, and Bank
of America Merrill Lynch International Limited, as Facility Agent, relating to the £300 million Multicurrency Revolving Credit
Facility Agreement originally dated April 4, 2011 and amended and restated on July 29, 2014 (Exhibit 10(b) to PPL Corporation
10-Q Report (File No. 1-11459) for the quarter ended March 31, 2018)

10(j)-1

- Amendment and Restatement Agreement, dated July 29, 2014, between Western Power Distribution (West Midlands) plc and the
banks party thereto, as Bookrunners and Mandated Lead Arrangers, HSBC Bank plc and Mizuho Bank Ltd., as Joint
Coordinators, and Bank of America Merrill Lynch International Limited, as Facility Agent, relating to the £300 million
Multicurrency Revolving Credit Facility Agreement originally dated April 4, 2011(Exhibit 10(j) to PPL Corporation Form 10-Q
Report (File No. 1-11459) for the quarter ended June 30, 2014)

10(j)-2

- Amendment Agreement, dated March 13, 2018, between Western Power Distribution (West Midlands) plc and the banks party
thereto, as Bookrunners and Mandated Lead Arrangers, HSBC Bank plc and Mizuho Bank Ltd., as Joint Coordinators, and Bank
of America Merrill Lynch International Limited, as Facility Agent, relating to the £300 million Multicurrency Revolving Credit
Facility Agreement originally dated April 4, 2011 and amended and restated on July 29, 2014 (Exhibit 10(a) to PPL Corporation
10-Q Report (File No. 1-11459) for the quarter ended March 31, 2018)

10(k)

- £210 million Multicurrency Revolving Credit Facility Agreement, dated January 13 2016, among Western Power Distribution plc
and HSBC Bank PLC and Mizuho Bank, Ltd. as Joint Coordinators and Bookrunners, Mizuho Bank, Ltd. as Facility Agent and
the other banks party thereto as Mandated Lead Arrangers (Exhibit 10.1 to PPL Corporation Form 8-K Report (File No. 1-11459)
dated January 19, 2016)

10(l)

- £100,000,000 Term Loan Agreement, dated May 24, 2016, between Western Power Distribution (East Midlands) plc and The
Bank of Tokyo-Mitsubishi UFJ, Ltd. (Exhibit 10.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated May 26, 2016)

10(m)

- £5,000,000 Letter of Credit Facility entered into between Western Power Distribution (South West) plc and Svenska
Handelsbanken AB dated as of February 20, 2018 (Exhibit 10(e) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the
quarter ended March 31, 2018)
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10(n)

- £75,000,000 Facility Letter entered into between Western Power Distribution (South West) plc and Svenska Handelsbanken AB
dated as of February 28, 2018 (Exhibit 10(f) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended
March 31, 2018)

10(o)

- Confirmation of Forward Sale Transaction, dated May 8, 2018, between the Company and JPMorgan Chase Bank, National
Association, London Branch (Exhibit 10.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated May 11, 2018)

10(p)

- Confirmation of Forward Sale Transaction, dated May 8, 2018, between the Company and Barclays Bank PLC (Exhibit 10.2 to
PPL Corporation Form 8-K Report (File No. 1-11459) dated May 11, 2018)

10(q)

- Additional Confirmation of Forward Sale Transaction, dated May 10, 2018, between the Company and JPMorgan Chase Bank,
National Association, London Branch (Exhibit 10.3 to PPL Corporation Form 8-K Report (File No. 1-11459) dated May 11, 2018)

10(r)

- Additional Confirmation of Forward Sale Transaction, dated May 8, 2018, between the Company and Barclays Bank PLC
(Exhibit 10.4 to PPL Corporation Form 8-K Report (File No. 1-11459) dated May 11, 2018)

10(s)

- £50,000,000 Facility Agreement dated as of June 7, 2019, among Western Power Distribution plc, as the Borrower, National
Westminster Bank plc as Original Lender, and National Westminster Bank plc as Agent (Exhibit 10(a) to PPL Corporation Form
10-Q Report (File No. 1-11459) for the quarter ended June 30, 2019)

[_]10(t)-1

- Amended and Restated Directors Deferred Compensation Plan, dated June 12, 2000 (Exhibit 10(h) to PPL Corporation Form 10K Report (File No. 1-11459) for the year ended December 31, 2000)

[_]10(t)-2

- Amendment No. 1 to said Directors Deferred Compensation Plan, dated December 18, 2002 (Exhibit 10(m)-1 to PPL Corporation
Form 10-K Report (File No. 1-11459) for the year ended December 31, 2002)

[_]10(t)-3

- Amendment No. 2 to said Directors Deferred Compensation Plan, dated December 4, 2003 (Exhibit 10(q)-2 to PPL Corporation
Form 10-K Report (File No. 1-11459) for the year ended December 31, 2003)

[_]10(t)-4

- Amendment No. 3 to said Directors Deferred Compensation Plan, dated as of January 1, 2005 (Exhibit 10(cc)-4 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2005)

[_]10(t)-5

- Amendment No. 4 to said Directors Deferred Compensation Plan, dated as of May 1, 2008 (Exhibit 10(x)-5 to PPL Corporation
Form 10-K Report (File No. 1-11459) for the year ended December 31, 2008)

[_]10(t)-6

- Amendment No. 5 to said Directors Deferred Compensation Plan, dated May 28, 2010 (Exhibit 10(a) to PPL Corporation Form
10-Q Report (File No. 1-11459) for the quarter ended June 30, 2010)

[_]10(t)-7

- Amendment No. 6 to said Directors Deferred Compensation Plan, dated as of April 15, 2015 (Exhibit 10(b) to PPL Corporation
Form 10-Q Report (File No. 1-11459) for the quarter ended March 31, 2015)

[_]10(u)-1

- PPL Corporation Directors Deferred Compensation Plan Trust Agreement, dated as of April 1, 2001, between PPL Corporation
and Wachovia Bank, N.A. (as successor to First Union National Bank), as Trustee (Exhibit 10(hh)-1 to PPL Corporation Form 10K Report (File No. 1-11459) for the year ended December 31, 2012)
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[_]10(u)-2

- PPL Officers Deferred Compensation Plan, PPL Supplemental Executive Retirement Plan and PPL Supplemental Compensation
Pension Plan Trust Agreement, dated as of April 1, 2001, between PPL Corporation and Wachovia Bank, N.A. (as successor to
First Union National Bank), as Trustee (Exhibit 10(hh)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year
ended December 31, 2012)

[_]10(u)-3

- PPL Revocable Employee Nonqualified Plans Trust Agreement, dated as of March 20, 2007, between PPL Corporation and
Wachovia Bank, N.A., as Trustee (Exhibit 10(c) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended
March 31, 2007)

[_]10(u)-4

- PPL Employee Change in Control Agreements Trust Agreement, dated as of March 20, 2007, between PPL Corporation and
Wachovia Bank, N.A., as Trustee (Exhibit 10(d) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended
March 31, 2007)

[_]10(u)-5

- PPL Revocable Director Nonqualified Plans Trust Agreement, dated as of March 20, 2007, between PPL Corporation and
Wachovia Bank, N.A., as Trustee (Exhibit 10(e) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended
March 31, 2007)

[_]10(v)-1

- Amended and Restated Officers Deferred Compensation Plan, dated December 8, 2003 (Exhibit 10(r) to PPL Corporation Form
10-K Report (File No. 1-11459) for the year ended December 31, 2003)

[_]10(v)-2

- Amendment No. 1 to said Officers Deferred Compensation Plan, dated as of January 1, 2005 (Exhibit 10(ee)-1 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2005)

[_]10(v)-3

- Amendment No. 2 to said Officers Deferred Compensation Plan, dated as of January 22, 2007 (Exhibit 10(bb)-3 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2006)

[_]10(v)-4

- Amendment No. 3 to said Officers Deferred Compensation Plan, dated as of June 1, 2008 (Exhibit 10(z)-4 to PPL Corporation
Form 10-K Report (File No. 1-11459) for the year ended December 31, 2008)

[_]10(v)-5

- Amendment No. 4 to said Officers Deferred Compensation Plan, dated as of February 15, 2012 (Exhibit 10(ff)-5 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2011)

[_]10(v)-6

- Amendment No. 5 to said Executive Deferred Compensation Plan, dated as of May 8, 2014 (Exhibit 10(a) to PPL Corporation
Form 10-Q Report (File No. 1-11459) for the quarter ended June 30, 2014)

[_]10(v)-7

- Amendment No. 6 to said Executive Deferred Compensation Plan, dated as of December 16, 2015 (Exhibit [_]10(q)-7 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2015)

[_]10(v)-8

- Amendment No. 7 to said Executive Deferred Compensation Plan, dated as of January 1, 2019 (Exhibit [_]10(x)-8 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2018)

[_]10(w)-1

- Amended and Restated Supplemental Executive Retirement Plan, dated December 8, 2003 (Exhibit 10(s) to PPL Corporation
Form 10-K Report (File No. 1-11459) for the year ended December 31, 2003)

[_]10(w)-2

- Amendment No. 1 to said Supplemental Executive Retirement Plan, dated December 16, 2004 (Exhibit 99.1 to PPL Corporation
Form 8-K Report (File No. 1-11459) dated December 17, 2004)
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[_]10(w)-3

- Amendment No. 2 to said Supplemental Executive Retirement Plan, dated as of January 1, 2005 (Exhibit 10(ff)-3 to PPL
Corporation Form 10-K Report (File 1-11459) for the year ended December 31, 2005)

[_]10(w)-4

- Amendment No. 3 to said Supplemental Executive Retirement Plan, dated as of January 22, 2007 (Exhibit 10(cc)-4 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2006)

[_]10(w)-5

- Amendment No. 4 to said Supplemental Executive Retirement Plan, dated as of December 9, 2008 (Exhibit 10(aa)-5 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2008)

[_]10(w)-6

- Amendment No. 5 to said Supplemental Executive Retirement Plan, dated as of February 15, 2012 (Exhibit 10(gg)-6 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2011)

[_]10(w)-7

- Amendment No. 6 to the Amended and Restated Supplemental Executive Retirement Plan, dated March 23, 2018 (Exhibit 10(g)
to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended March 31, 2018)

[_]10(x)-1

- Amended and Restated Incentive Compensation Plan, effective January 1, 2003 (Exhibit 10(p) to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2002)

[_]10(x)-2

- Amendment No. 1 to said Incentive Compensation Plan, dated as of January 1, 2005 (Exhibit 10(gg)-2 to PPL Corporation Form
10-K Report (File 1-11459) for the year ended December 31, 2005)

[_]10(x)-3

- Amendment No. 2 to said Incentive Compensation Plan, dated as of January 26, 2007 (Exhibit 10(dd)-3 to PPL Corporation Form
10-K Report (File No. 1-11459) for the year ended December 31, 2006)

[_]10(x)-4

- Amendment No. 3 to said Incentive Compensation Plan, dated as of March 21, 2007 (Exhibit 10(f) to PPL Corporation Form 10Q Report (File No. 1-11459) for the quarter ended March 31, 2007)

[_]10(x)-5

- Amendment No. 4 to said Incentive Compensation Plan, effective December 1, 2007 (Exhibit 10(a) to PPL Corporation Form 10Q Report (File No. 1-11459) for the quarter ended September 30, 2008)

[_]10(x)-6

- Amendment No. 5 to said Incentive Compensation Plan, dated as of December 16, 2008 (Exhibit 10(bb)-6 to PPL Corporation
Form 10-K Report (File 1-11459) for the year ended December 31, 2008)

[_]10(x)-7

- Form of Stock Option Agreement for stock option awards under the Incentive Compensation Plan (Exhibit 10(a) to PPL
Corporation Form 8-K Report (File No. 1-11459) dated February 1, 2006)

[_]10(x)-8

- Form of Restricted Stock Unit Agreement for restricted stock unit awards under the Incentive Compensation Plan (Exhibit 10(b)
to PPL Corporation Form 8-K Report (File No. 1-11459) dated February 1, 2006)

[_]10(x)-9

- Form of Performance Unit Agreement for performance unit awards under the Incentive Compensation Plan (Exhibit 10(ss) to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2007)

[_]10(y)

- Amended and Restated Incentive Compensation Plan for Key Employees, effective October 25, 2018 (Exhibit 10(a) to PPL
Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended September 30, 2018)

[_]10(z)

- Short-term Incentive Plan (Annex B to Proxy Statement of PPL Corporation, dated April 12, 2016)
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[_]10(aa)

- Employment letter, dated May 31, 2006, between PPL Services Corporation and William H. Spence (Exhibit 10(pp) to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2006)

[_]10(bb)

- Form of Retention Agreement entered into between PPL Corporation and Gregory N. Dudkin (Exhibit 10(h) to PPL Corporation
Form 10-Q Report (File No. 1-11459) for the quarter ended March 31, 2007)

[_]10(cc)-1

- Form of Severance Agreement entered into between PPL Corporation and William H. Spence (Exhibit 10(i) to PPL Corporation
Form 10-Q Report (File No. 1-11459) for the quarter ended March 31, 2007)

[_]10(cc)-2

- Amendment to said Severance Agreement (Exhibit 10(a) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter
ended June 30, 2009)

[_]10(dd)

- Form of Change in Control Severance Protection Agreement entered into between PPL Corporation and Joseph P. Bergstein, Jr.,
Gregory N. Dudkin, Joanne H. Raphael, Vincent Sorgi, Philip Swift, and Paul W. Thompson (Exhibit 10(b) to PPL Corporation
Form 10-Q Report (File No. 1-11459) for the quarter ended March 31, 2012)

[_]10(ee)-1

- PPL Corporation Amended and Restated 2012 Stock Incentive Plan, effective October 25, 2018 (Exhibit 10(b) to PPL
Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended September 30, 2018)

[_]10(ee)-2

- Form of Performance Unit Agreement for performance unit awards under the Stock Incentive Plan (Exhibit 10(tt)-2 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2012)

[_]10(ee)-3

- Form of Performance Contingent Restricted Stock Unit Agreement for restricted stock unit awards under the Stock Incentive Plan
(Exhibit 10(tt)-3 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2012)

[_]10(ee)-4

- Form of Nonqualified Stock Option Agreement for stock option awards under the Stock Incentive Plan (Exhibit 10(tt)-4 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2012)

[_]10(ee)-5

- Form of Total Shareholder Return Performance Unit Agreement for performance units under the Amended and Restated 2012
Stock Incentive Plan (Exhibit 10(dd)-5 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December
31, 2017)

[_]10(ee)-6

- Form of Return on Equity Performance Unit Agreement for performance units under the Amended and Restated 2012 Stock
Incentive Plan (Exhibit 10(dd)-6 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31,
2017)

[_]10(ff)

- PPL Corporation Executive Severance Plan, effective as of July 26, 2012 (Exhibit 10(d) to PPL Corporation Form 10-Q Report
(File No. 1-11459) for the quarter ended June 30, 2012)

[_]10(gg)

- Form of Western Power Distribution Phantom Stock Option Award Agreement for stock option awards under the Western Power
Distribution Long-Term Incentive Plan (Exhibit [_]10(bbb)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the
year ended December 31, 2014)

[_]10(hh)

- Form of Grant Letter dated May 29, 2015 (Exhibit 10.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated June 1,
2015)

[_]10(ii)-1

- Amended and Restated Personal Contract dated August 13, 2013, between Western Power Distribution (South West) plc and
Philip Swift (Exhibit [_]10(kk)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31,
2018)
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[_]10(ii)-2

- Ill-Health Retirement Arrangement letter agreement dated March 2, 2016, between Western Power Distribution (South West) plc
and Philip Swift (Exhibit [_]10(kk)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31,
2018)

[_]10(ii)-3

- Pension Arrangement letter agreement dated March 2, 2016, between Western Power Distribution (South West) plc and Philip
Swift (Exhibit [_]10(kk)-3 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2018)

*21

- Subsidiaries of PPL Corporation

*23(a)

- Consent of Deloitte & Touche LLP - PPL Corporation

*23(b)

- Consent of Deloitte & Touche LLP - PPL Electric Utilities Corporation

*23(c)

- Consent of Deloitte & Touche LLP - LG&E and KU Energy LLC

*23(d)

- Consent of Deloitte & Touche LLP - Louisville Gas and Electric Company

*23(e)

- Consent of Deloitte & Touche LLP - Kentucky Utilities Company

*24

- Power of Attorney

*31(a)

- Certificate of PPL's principal executive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(b)

- Certificate of PPL's principal financial officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(c)

- Certificate of PPL Electric's principal executive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(d)

- Certificate of PPL Electric's principal financial officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(e)

- Certificate of LKE's principal executive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(f)

- Certificate of LKE's principal financial officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(g)

- Certificate of LG&E's principal executive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(h)

- Certificate of LG&E's principal financial officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
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*31(i)

- Certificate of KU's principal executive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(j)

- Certificate of KU's principal financial officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*32(a)

- Certificate of PPL's principal executive officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

*32(b)

- Certificate of PPL Electric's principal executive officer and principal financial officer pursuant to Section 906 of the SarbanesOxley Act of 2002

*32(c)

- Certificate of LKE's principal executive officer and principal financial officer pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002

*32(d)

- Certificate of LG&E's principal executive officer and principal financial officer pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002

*32(e)

- Certificate of KU's principal executive officer and principal financial officer pursuant to Section 906 of the Sarbanes-Oxley Act of
2002

*99(a)

- PPL Corporation and Subsidiaries Long-term Debt Schedule

101.INS

- XBRL Instance Document for PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU
Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company

101.SCH

- XBRL Taxonomy Extension Schema for PPL Corporation, PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU
Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company

101.CAL

- XBRL Taxonomy Extension Calculation Linkbase for PPL Corporation, PPL Corporation, PPL Electric Utilities Corporation,
LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company

101.DEF

- XBRL Taxonomy Extension Definition Linkbase for PPL Corporation, PPL Corporation, PPL Electric Utilities Corporation,
LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company

101.LAB

- XBRL Taxonomy Extension Label Linkbase for PPL Corporation, PPL Corporation, PPL Electric Utilities Corporation, LG&E
and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company

101.PRE

- XBRL Taxonomy Extension Presentation Linkbase for PPL Corporation, PPL Corporation, PPL Electric Utilities Corporation,
LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.
PPL Corporation
(Registrant)
By /s/ William H. Spence
William H. Spence Chairman and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the Registrant
and in the capacities and on the date indicated.

/s/ William H. Spence
William H. Spence Chairman and Chief Executive Officer
(Principal Executive Officer)

/s/ Joseph P. Bergstein, Jr.
Joseph P. Bergstein, Jr. Senior Vice President and
Chief Financial Officer
(Principal Financial Officer)

/s/ Marlene C. Beers
Marlene C. Beers Vice President and Controller
(Principal Accounting Officer)

Directors:
John W. Conway

Natica von Althann

Steven G. Elliott

Keith H. Williamson

Venkata Rajamannar Madabhushi

Phoebe A. Wood

Craig A. Rogerson

Armando Zagalo de Lima

William H. Spence

/s/ William H. Spence
William H. Spence, Attorney-in-fact

February 14, 2020
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.
PPL Electric Utilities Corporation
(Registrant)
By /s/ Gregory N. Dudkin
Gregory N. Dudkin President

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the Registrant
and in the capacities and on the date indicated.

/s/ Gregory N. Dudkin
Gregory N. Dudkin President
(Principal Executive Officer)

/s/ Stephen K. Breininger
Stephen K. Breininger Vice President-Finance and Regulatory Affairs and
Controller
(Principal Financial Officer and Principal Accounting
Officer)

Directors:
/s/ Joseph P. Bergstein, Jr.

/s/ Vincent Sorgi

Joseph P. Bergstein, Jr.

Vincent Sorgi

/s/ Gregory N. Dudkin

/s/ William H. Spence

Gregory N. Dudkin

William H. Spence

/s/ Joanne H. Raphael
Joanne H. Raphael

Date: February 14, 2020
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.
LG&E and KU Energy LLC
(Registrant)
By /s/ Paul W. Thompson
Paul W. Thompson Chairman of the Board, Chief Executive Officer
and President

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the Registrant
and in the capacities and on the date indicated.

By /s/ Paul W. Thompson
Paul W. Thompson Chairman of the Board, Chief Executive Officer
and President
(Principal Executive Officer)

/s/ Kent W. Blake
Kent W. Blake Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer)

Directors:
/s/ Lonnie E. Bellar

/s/ William H. Spence

Lonnie E. Bellar

William H. Spence

/s/ Kent W. Blake

/s/ Paul W. Thompson

Kent W. Blake

Paul W. Thompson

/s/ Vincent Sorgi

/s/ Joseph P. Bergstein, Jr.

Vincent Sorgi

Joseph P. Bergstein, Jr.

Date: February 14, 2020
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.
Louisville Gas and Electric Company
---------------- .
(Registrant)

By /s/ Paul W. Thompson
Paul W. Thompson Chairman of the Board, Chief Executive Officer
and President

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the Registrant
and in the capacities and on the date indicated.

By /s/ Paul W. Thompson
Paul W. Thompson Chairman of the Board, Chief Executive Officer
and President
(Principal Executive Officer)

/s/ Kent W. Blake
Kent W. Blake Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer)

Directors:
/s/ Lonnie E. Bellar

/s/ William H. Spence

Lonnie E. Bellar

William H. Spence

/s/ Kent W. Blake

/s/ Paul W. Thompson

Kent W. Blake

Paul W. Thompson

/s/ Vincent Sorgi

/s/ Joseph P. Bergstein, Jr.

Vincent Sorgi

Joseph P. Bergstein, Jr.

Date: February 14, 2020
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.
Kentucky------Utilities Company
---- .
(Registrant)

By /s/ Paul W. Thompson
Paul W. Thompson Chairman of the Board, Chief Executive Officer
and President

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the Registrant
and in the capacities and on the date indicated.

By /s/ Paul W. Thompson
Paul W. Thompson Chairman of the Board, Chief Executive Officer
and President
(Principal Executive Officer)

/s/ Kent W. Blake
Kent W. Blake Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer)

Directors:
/s/ Lonnie E. Bellar

/s/ William H. Spence

Lonnie E. Bellar

William H. Spence

/s/ Kent W. Blake

/s/ Paul W. Thompson

Kent W. Blake

Paul W. Thompson

/s/ Vincent Sorgi

/s/ Joseph P. Bergstein, Jr.

Vincent Sorgi

Joseph P. Bergstein, Jr.

Date: February 14, 2020
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Exhibit 4(qq)
DESCRIPTION OF THE REGISTRANT’S SECURITIES
REGISTERED PURSUANT TO SECTION 12 OF THE
SECURITIES EXCHANGE ACT OF 1934
PPL Corporation’s common stock, par value $0.1 per share (the “Common Stock”), is registered under
Section 12 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”).
PPL Corporation Common Stock
The description below is a summary of certain provisions of PPL Corporation’s capital stock, including the
Common Stock. The Pennsylvania Business Corporation Law, or BCL, and the Amended and Restated Articles of
Incorporation (the “Articles”) and bylaws of PPL Corporation (the “Bylaws”) determine the rights and privileges of
holders of PPL Corporation’s capital stock. We encourage you to read such documents, which have been filed with the
SEC, and the Pennsylvania law for more information regarding such capital stock, and any statement made herein with
reference to the Articles, the Bylaws or the BCL is qualified in its entirety by such reference.
Defined terms used in this summary description of the Common Stock shall apply only to this summary
description and the Common Stock.
Authorized Capital
The authorized capital stock of PPL Corporation consists of 1,560,000,000 shares of Common Stock, par value
$.01 per share, and 10,000,000 shares of preferred stock, par value $.01 per share.
Common Stock
Dividends.
Dividends on the Common Stock will be paid if, when and as determined by the Board of Directors of PPL
Corporation (the “Board”) out of funds legally available for this purpose. The rate and timing of any such future
dividends will depend upon the future earnings, financial condition, cash flows, financial and legal requirements of PPL
Corporation and its subsidiaries and upon other relevant factors.
As a practical matter, the ability of PPL Corporation to pay dividends will be governed by the ability of PPL
Corporation’s operating subsidiaries to pay dividends to PPL Corporation. The subsidiaries have no obligation to pay
dividends or distributions to PPL Corporation or to make funds available for such a payment. The subsidiaries’ ability to
pay dividends to PPL Corporation will be subject to the prior rights of the holders of such subsidiaries’ outstanding debt
and preferred securities, the availability of earnings and the needs of their businesses and may be restricted by their
obligations to holders of their outstanding debt and other creditors, as well as any contractual or legal restrictions in
effect at such time, including the requirements of state corporate law applicable to dividends and distributions and
regulatory requirements, including restrictions on the ability of the utility subsidiaries to pay dividends under Section
305(a) of the Federal Power Act.
Neither PPL Corporation nor PPL Capital Funding may declare or pay any cash dividend or distribution on its
capital stock during any period in which PPL Capital Funding defers interest payments on the 2007 Notes or the 2013
Notes. At December 31, 2019, no interest payments had been deferred on the 2007 Notes or the 2013 Notes.
Voting Rights.
General. Holders of Common Stock are entitled to one vote for each share held by them on matters presented to
shareowners. Except as otherwise provided in the BCL, or the Articles or Bylaws, whenever any corporate action is to
be taken by vote of PPL Corporation’s shareowners, it shall be authorized upon receiving the affirmative vote of a
majority of the votes cast by all shareowners entitled to vote thereon and, if any shareowners are entitled to vote
thereon as a class, upon receiving the affirmative vote of a majority of the votes cast by the shareowners entitled to
vote as a class. Certain provisions of Pennsylvania law would require a supermajority vote of the holders of Common
Stock or a majority vote of disinterested directors to approve certain business combinations and other major
transactions involving PPL Corporation.
Election of Directors. Pursuant to PPL Corporation’s Articles, the holders of Common Stock will not have
cumulative voting rights in the election of directors. The Articles provide that in uncontested elections of directors each
share of a class or group of classes entitled to vote in an election of directors shall be entitled to vote for or against
each candidate for election by the class or group, and that to be elected, a candidate for election to the Board must

receive the affirmative vote of a majority of the votes cast with respect to the election of that candidate. In contested
elections, the candidates receiving the highest number of votes from each class or group of classes entitled to elect
directors separately, up to the number of directors to be elected by the class or group of classes, shall be elected. The
Bylaws provide that each director shall be elected for a one-year term and shall hold office until the next annual
meeting and until a successor has been selected and qualified or until his or her earlier death, resignation or removal,
and that no director may be removed except for cause.
Advance Notice of Shareowner Nominations for Director.
Owners of Common Stock have the right to make nominations for the election of directors provided that they
satisfy the requirements specified in the Bylaws. A shareowner must follow the advance notice procedures set out in
the Bylaws or, if the shareowner is seeking to call a special meeting of shareowners, the procedures in the Bylaws
described under “Shareowners’ Right to Call a Special Meeting.” For notice to be timely, the shareowner must have
given notice to PPL Corporation’s secretary of its intent to make such nominations no later than, with respect to an
election to be held at an annual meeting, 75 days in advance of such meeting (with a shorter period provided in the
event less than 85 days’ notice of the annual meeting is given to shareowners) and, with respect to an election at a
special meeting, the close of business on the earlier of the seventh day after the day on which notice of such meeting is
first given to shareowners or the fourth day prior to the meeting.
PPL Corporation’s Bylaws provide that any such notice must include, among other specified requirements, (a)
the name and address of the shareowner who intends to make the nomination and of the person or persons to be
nominated, (b) a representation that the shareowner is a holder of record of stock of PPL Corporation entitled to vote at
such meeting and intends to appear in person or by proxy at the meeting to nominate the person or persons specified
in the notice, (c) such other information regarding each nominee proposed by such shareowner as would be required to
be included in a proxy statement filed pursuant to the proxy rules of the Securities and Exchange Commission had
proxies been solicited with respect to such nominee by the management or Board of PPL Corporation, (d) the consent
of each nominee to serve as a director of PPL Corporation if so elected, (e) the class, series and number of shares of
PPL Corporation that are owned, directly or indirectly, beneficially and of record by the nominating shareowner, any of
its affiliates and/or any others acting in concert with any of the foregoing (collectively, the “Proponent Person”), any
option, warrant or Derivative Instrument (as defined in the Bylaws) with respect to any shares of PPL Corporation
directly or indirectly owned beneficially by the Proponent Person, any short interest (as defined in the Bylaws) in any
security of PPL Corporation held by the Proponent Person and (f) such other information as is specified in the Bylaws
or as PPL Corporation may reasonably require.
Advance Notice of Shareowner Proposals of Other Business.
Except as provided with respect to nominations of directors, under the Bylaws shareowners have the right to
bring business to be transacted before an annual meeting only if the shareowners satisfy the requirements specified in
the Bylaws. In order to bring business properly before an annual meeting, a shareowner must be the shareowner of
record on the date of giving notice provided for in the Bylaws and on the record date for the determination of
shareowners entitled to vote at such annual meeting, and must comply with the notice provisions set out in the Bylaws.
For notice to be timely, it must be delivered to the secretary of PPL Corporation not later than 75 days in advance of the
date of such meeting (with a shorter period provided in the event less than 85 days’ notice of the annual meeting is
given to shareowners).
PPL Corporation’s Bylaws provide that any such notice must include, among other specified requirements, (a) a
brief description of the business desired to be brought before the annual meeting and the reasons for conducting such
business, (b) the name and record address of the shareowner proposing such business, (c) the class, series and
number of shares of PPL Corporation's stock beneficially owned by the shareowner, (d) a description of all
arrangements or understandings between such shareowner and any other person or persons (including their names) in
connection with the proposal of such business by such shareowner in such business, (e) all other information which
would be required to be included in a proxy statement or other filing required to be filed with the Securities and
Exchange Commission if, with respect to any such item of business, such shareowner were a participant in a
solicitation subject to Regulation 14A under the Exchange Act and (f) a representation that such shareowner intends to
appear in person or by proxy at the annual meeting to bring such business before the meeting. Except as provided with
respect to nominations of directors, no business shall be conducted at any meeting of shareowners except in
accordance with the procedures described above. The presiding officer of a meeting may, if the facts warrant,
determine and declare to the meeting that business was not properly brought before the meeting in accordance with
the provisions of the Bylaws and any decision by such presiding officer made in good faith shall be conclusive and
binding upon all shareowners for any purpose.
Proxy Access.
Pursuant to the Bylaws, a shareowner, or a group of up to 25 shareowners, owning 3% or more of PPL
Corporation’s outstanding Common Stock continuously for at least three years, have the right, subject to certain

exceptions specified in the Bylaws, to nominate, and include in PPL Corporation’s proxy materials, directors
constituting up to the greater of (a) 20% of the Board and (b) two directors, provided that the shareowner and the
nominee satisfies the requirements specified in the Bylaws. For purposes of calculating the required shares,
"ownership" shall be deemed, generally, to consist of and include only those shares comprising such person’s “net long
position,” which is determined (a) in accordance with Rule 14e-4 under the Exchange Act or (b) if not covered by Rule
14e-4, the net long position shall be reduced by any shares of Common Stock subject to any “put equivalent position”
as defined in Rule 16a-1(h) under the Exchange Act. The determination of the extent of "ownership" of shares for
purposes of proxy access shall be made by the Board, which determination shall be conclusive and binding on PPL
Corporation, its shareowners and all other parties.
To nominate a person for election and require PPL Corporation to include such nominee in its proxy materials,
PPL Corporation must generally receive notice of proxy access nominations by shareowners not less than 120 nor
more than 150 days prior to the first anniversary of the date on which PPL Corporation’s definitive proxy statement was
released to shareowners in connection with the prior year’s annual meeting. Notice of proxy access nominations must
include, or be accompanied by, among other specified requirements, (a) all of the information required with respect to
nominations of directors referred to under “Advance Notice of Shareowner Nominations for Director” above, (b)
requisite evidence that the nominating shareowner owns, and has continued to owned for the preceding three years,
the requisite number of shares required in order to make such a nomination and of the proposed nominees and (c)
certain other information concerning, and representations and agreements of, the shareowner and the nominee. If any
nominating shareowner or group has failed to comply with the provisions of the Bylaws, the Board or the chair of the
meeting shall declare invalid the nominations made by such shareowner or group, and such nominations shall be
disregarded.
Shareowners’ Right to Call a Special Meeting.
PPL Corporation’s Articles and Bylaws provide that shareowners have the right, subject to certain exceptions
specified in its Bylaws, to call special meetings provided that the shareowners satisfy the requirements specified in the
Bylaws. At any time, a special meeting of shareowners may be called by shareowners having a combined interest in at
least 25% of the votes that all voting shareowners, voting as a single class, are entitled to cast at a particular special
meeting, measured by such shareowners’ net long beneficial ownership. "Net long beneficial ownership" means those
shares of Common Stock of PPL Corporation as to which the requesting shareowner possesses (a) the sole power to
vote or direct the voting, (b) the sole economic incidents of ownership (including the sole right to profits and the sole
risk of loss) and (c) the sole power to dispose of or direct disposition; provided that the number of shares calculated in
accordance with the preceding clauses (a), (b) and (c) shall not include any securities that, directly or indirectly,
underlie any "derivative security" (as such term is defined in Rule 16a-1(c) under the Exchange Act) that constitutes a
"call equivalent position" (as such term is defined in Rule 16a-1(b) under the Exchange Act) and that is, directly or
indirectly, held or maintained by a requesting shareowner with respect to any shares of any class or series of shares of
PPL Corporation.
PPL Corporation’s Bylaws provide the procedures to be followed by shareowners to call a special meeting and
require the requesting shareowner to deliver a written petition to the secretary of PPL Corporation that must include,
among other specified requirements, (a) a brief description of the business to be conducted at the special meeting, (b)
the names of any director nominees, (c) evidence of the class and number of shares of capital stock of PPL
Corporation held of record and/or beneficially owned by each requesting shareowner, (d) a description of any
agreement, arrangement or understanding (including without limitation, regardless of the form of settlement, any
derivatives, long or short positions, profit interests, forwards, futures, swaps, options, warrants, convertible securities,
stock appreciation or similar rights, hedging transactions and borrowed or loaned shares), the effect or intent of which
is to create or mitigate loss to, manage risk or benefit of share price changes for, or increase or decrease the voting
power of, the voting securities of PPL Corporation owned by any requesting shareowner that will be a “participant in a
solicitation” (as such term is defined in Schedule 14A to Regulation 14A under the Exchange Act) with respect to the
requested special meeting, (e) a representation that the requesting shareowner intends to appear in person or by proxy
at the requested special meeting to bring the business specified in the special meeting request before the special
meeting and (f) such other information as is specified in the Bylaws or as PPL Corporation may reasonably require. The
Board shall determine in good faith whether the requirements set forth in the Bylaws have been satisfied.
The secretary of PPL Corporation shall set the record date for the special meeting not more than 90 days
following the receipt of a special meeting request that complies with the Bylaws. A special meeting requested by a
shareowner shall not be held under certain circumstances, including, among other circumstances, where the special
meeting request relates to an item of business that is not a proper subject for shareowner action under applicable law
or the special meeting request is received during the period that is 90 days prior to the first anniversary of the date of
the immediately preceding annual meeting of shareowners and ending on the date of the next annual meeting of
shareowners.
Liquidation Rights.

After satisfaction of the preferential liquidation rights of any preferred stock, the holders of Common Stock are
entitled to receive any further dividends and shares upon liquidation, dissolution, winding up or distribution.
Preemptive and Other Rights.
The holders of Common Stock do not have preemptive rights as to additional issues of Common Stock or
conversion rights.
Other Matters.
The shares of Common Stock are not subject to redemption or to any further calls or assessments and are not
entitled to the benefit of any sinking fund provisions.
Preferred Stock
PPL Corporation’s Board is authorized, without further shareowner action, to authorize the issuance of preferred
stock from time to time in one or more classes or series, and to fix, at the time of issuance, the distinctive designations,
terms, relative rights, privileges, qualifications, limitations, options, conversion rights, preferences and voting powers,
and such prohibitions, restrictions and qualifications of voting or other rights and powers except as they are fixed and
determined in the Articles. No shares of preferred stock have been issued.
Possible Anti-Takeover Effects of the Articles and Bylaws
Certain provisions of the Articles and Bylaws, including provisions requiring advance notice for shareowner
nominations for directors or for bringing business before an annual meeting, the absence of cumulative voting in the
election of directors and the ability of the Board to create and establish series of preferred stock and the terms thereof,
could have the effect of discouraging unilateral tender offers or other attempts to take over and acquire the business of
PPL Corporation. These provisions may limit the ability of individuals to bring matters before shareowner meetings,
change the composition of the Board and pursue a merger, takeover, business combination or tender offer involving
PPL Corporation, and, accordingly, under certain circumstances, could encourage a potentially interested purchaser to
negotiate with the Board rather than pursue a non-negotiated takeover attempt, including one which shareowners might
favor, and could reduce the market value of the Common Stock.
In addition to provisions in the Articles and Bylaws, the requirements of applicable law, including Pennsylvania
corporation and utility regulatory laws, could make it difficult for a purchaser to acquire PPL Corporation.
Listing
The outstanding shares of Common Stock are listed on the New York Stock Exchange.
Transfer Agents and Registrars
The Transfer Agent and Registrar for the Common Stock is Equiniti Trust Company.
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DESCRIPTION OF THE REGISTRANT’S SECURITIES
REGISTERED PURSUANT TO SECTION 12 OF THE
SECURITIES EXCHANGE ACT OF 1934
PPL Capital Funding, Inc.’s Junior Subordinated Notes 2007 Series A due 2067, which are guaranteed as to
payment of principal, interest and any premium by PPL Corporation (the “2007 Notes”), are registered under Section 12
of the Securities Exchange Act of 1934, as amended (the “Exchange Act”).
PPL Capital Funding Junior Subordinated Notes 2007 Series A due 2067
The following summary description sets forth certain terms and provisions of the 2007 Notes. Because this
description is a summary, it does not describe every aspect of the 2007 Notes or the Subordinated Indenture under
which the 2007 Notes were issued, as described below. The Subordinated Indenture and Supplemental Indenture No. 1
thereto relating to the 2007 Notes was filed by PPL Corporation as an exhibit to its Current Report on Form 8-K filed on
March 20, 2007. The Subordinated Indenture and its associated documents contain the full legal text of the matters
described in this section. This summary is subject to and qualified in its entirety by reference to all of the provisions of
the 2007 Notes and the Subordinated Indenture, including definitions of certain terms used in the Subordinated
Indenture. The Subordinated Indenture has been qualified under the Trust Indenture Act, and reference is made to the
Trust Indenture Act for provisions that apply to the 2007 Notes.
Certain terms used below and not otherwise defined herein shall have the meaning assigned to such terms in
the Subordinated Indenture. Defined terms used in this summary description of the 2007 Notes shall apply only to this
summary description and the 2007 Notes.
General
PPL Capital Funding issued the 2007 Notes as a series of debt securities under a Subordinated Indenture, dated
as of March 1, 2007 (as such indenture has been and may be amended and supplemented from time to time, the
“Subordinated Indenture”), among PPL Capital Funding, PPL Corporation and The Bank of New York Mellon (formerly
known as The Bank of New York), as trustee (the “Trustee”). The Subordinated Indenture does not limit the amount of
securities that may be issued thereunder. The 2007 Notes and all other debt securities issued under the Subordinated
Indenture are collectively referred to herein as the “Subordinated Indenture Securities.”
The 2007 Notes are unsecured, subordinated obligations of PPL Capital Funding that rank junior to all of PPL
Capital Funding’s Senior Indebtedness (as defined below). The 2007 Notes are fully and unconditionally guaranteed by
PPL Corporation as to payment of principal, interest and any premium pursuant to subordinated guarantees of PPL
Corporation (the “Subordinated Guarantees”) that rank junior to all of PPL Corporation’s Senior Indebtedness. See “—
Subordination” below. As used in this description of the 2007 Notes, the terms “we,” “our,” and “us” may, depending on
the context, refer to PPL Capital Funding or to PPL Capital Funding together with PPL Corporation.
The 2007 Notes were issued in fully registered form only, without coupons. The 2007 Notes were initially
represented by one or more fully registered global securities (the “Global Securities”) deposited with the Trustee, as
custodian for The Depository Trust Company (“DTC”), as depositary, and registered in the name of DTC or DTC’s
nominee. A beneficial interest in a Global Security will be shown on, and transfers or exchanges thereof will be effected
only through, records maintained by DTC and its participants, as described below under “— Book-Entry Only Issuance
— The Depository Trust Company.” The authorized denominations of the 2007 Notes is $1,000 and any larger amount
that is an integral multiple of $1,000. Except in limited circumstances described below, the 2007 Notes are not
exchangeable for 2007 Notes in definitive certificated form.
The 2007 Notes were initially issued in one series in the principal amount of $500,000,000. PPL Capital Funding
may, without the consent of the holders of the 2007 Notes, increase the principal amount of the series and issue
additional notes of such series having the same ranking, interest rate, maturity and other terms as the 2007 Notes. Any
such additional notes may, together with the 2007 Notes, constitute a single series of securities under the Subordinated
Indenture. The 2007 Notes and any additional notes of the same series having the same terms as the 2007 Notes
subsequently issued under the Subordinated Indenture may be treated as a single class for all purposes under the
Subordinated Indenture, including, without limitation, voting waivers and amendments.
Maturity
Unless an earlier redemption has occurred, the entire principal amount of the 2007 Notes will mature and
become due and payable, together with any accrued and unpaid interest, on March 30, 2067 (the “stated maturity
date”).

Interest
Fixed Rate Period. Upon issuance and prior to March 30, 2017, the 2007 Notes bore interest at a Fixed Rate of
6.70% per year.
Floating Rate Period. From March 30, 2017 to maturity (the “Floating Rate Period”), the 2007 Notes have borne,
and will bear, interest at the Three-Month LIBOR Rate plus 266.5 basis points (2.665%), reset quarterly. Subject to PPL
Capital Funding’s right to defer interest payments as described below, during the Floating Rate Period interest is
payable quarterly in arrears on March 30, June 30, September 30 and December 30 of each year (each, an “interest
payment date” and also a “LIBOR Rate Reset Date”), beginning June 30, 2017. The LIBOR Rate Reset Dates are
March 30, June 30, September 30 and December 30 of each year, commencing March 30, 2017. During the Floating
Rate Period, the interest rate in effect on any LIBOR Rate Reset Date will be the applicable rate as reset on that date
and the interest rate applicable to any other day will be the interest rate as reset on the immediately preceding LIBOR
Rate Reset Date. If interest payments are deferred or otherwise not paid during the Floating Rate Period, they will
accrue and compound until paid at the prevailing floating rate, to the extent permitted by law. The amount of interest
payable for any quarterly interest period during the Floating Rate Period will be computed by multiplying the floating
rate for that quarterly interest period by a fraction, the numerator of which will be the actual number of days elapsed
during that quarterly interest period (determined by including the first day of the interest period and excluding the last
day), and the denominator of which will be 360, and by multiplying the result by the aggregate principal amount of the
2007 Notes.
General. In this description of the 2007 Notes the term “interest” includes semi-annual interest payments during
the Fixed Rate Period described above, quarterly interest payments during the Floating Rate Period, and applicable
interest on interest payments accrued but not paid on the applicable interest payment date.
During the Floating Rate Period, if any interest payment date, other than a redemption date or the maturity date
of the 2007 Notes, falls on a day that is not a business day, the interest payment date will be postponed to the next day
that is a business day, except that if that business day is in the next succeeding calendar month, the interest payment
date will be the immediately preceding business day. Also, if a redemption date or the maturity date of the 2007 Notes
falls on a day that is not a business day, the payment of interest and principal will be made on the next succeeding
business day, and no interest on such payment will accrue for the period from and after the redemption date or the
maturity, if applicable.
During the Floating Rate Period, if any LIBOR Rate Reset Date falls on a day that is not a LIBOR Business Day,
the LIBOR Rate Reset Date will be postponed to the next day that is a LIBOR Business Day, except that if that LIBOR
Business Day is in the next succeeding calendar month, the LIBOR Rate Reset Date will be the immediately preceding
LIBOR Business Day.
Determining the Floating Rate. The “Three-Month LIBOR Rate” for each interest period commencing on a
LIBOR Rate Reset Date means the rate (expressed as a percentage per annum) for deposits in U.S. dollars for a threemonth period commencing on the first day of that interest period and ending on the next interest payment date (the
“relevant period”) that appears on Reuters LIBOR01 Page as of 11:00 a.m. (London time) on the LIBOR Interest
Determination Date for that interest period. If such rate does not appear on the Reuters LIBOR01 Page as of 11:00
a.m. (London Time) on the LIBOR Interest Determination Date for that interest period, the LIBOR rate will be
determined on the basis of the rates at which deposits in U.S. dollars for the relevant period and in a principal amount
of not less than $1,000,000 are offered to prime banks in the London interbank market by four major banks in the
London interbank market, which may include affiliates of one or more of the underwriters, selected by the calculation
agent (after consultation with us), at approximately 11:00 a.m., London time on the LIBOR Interest Determination Date
for that interest period. The calculation agent will request the principal London office of each such bank to provide a
quotation of its rate. If at least two such quotations are provided, the Three-Month LIBOR Rate with respect to that
interest period will be the arithmetic mean (rounded upward if necessary to the nearest whole multiple of 0.00001%) of
such quotations. If fewer than two quotations are provided, the Three-Month LIBOR Rate with respect to that interest
period will be the arithmetic mean (rounded upward if necessary to the nearest whole multiple of 0.00001%) of the
rates quoted by three major banks in New York City, which may include affiliates of one or more of the underwriters,
selected by the calculation agent (after consultation with us), at approximately 11:00 a.m., New York City time, on the
first day of that interest period for loans in U.S. dollars to leading European banks for the relevant period and in a
principal amount of not less than $1,000,000. However, if fewer than three banks selected by the calculation agent to
provide quotations are quoting as described above, the Three-Month LIBOR Rate for that interest period will be the
same as the Three-Month LIBOR Rate as determined for the previous interest period or, in the case of the interest
period beginning on March 30, 2017, the interest rate on the 2007 Notes will be 8.015%. The establishment of the
Three-Month LIBOR Rate for each three-month interest period beginning on or after March 30, 2017 by the calculation
agent shall (in the absence of manifest error) be final and binding.

“Business day” means any day, other than a Saturday or Sunday, that is not a day on which banking institutions
or trust companies are generally authorized or required by law, regulation or executive order to close in The City of New
York or other city in which any paying agent for the 2007 Notes is located.
“Calculation agent” means The Bank of New York Mellon, or other firm appointed by PPL Capital Funding to act
as calculation agent for the 2007 Notes.
“LIBOR Interest Determination Date” means the second LIBOR Business Day preceding each LIBOR Rate
Reset Date.
“LIBOR Business Day” means any business day on which dealings in deposits in U.S. Dollars are transacted in
the London Inter-Bank Market.
“Reuters page” means the display on Reuters Money 3000 Service, or any successor service, on the Reuters
LIBOR01 Page or any replacement page or pages on that service.
“Reuters LIBOR01 Page” means the display designated on page LIBOR01 on Reuters page (or such other page
as may replace the LIBOR01 page on such service or such other service as may be nominated by the British Bankers’
Association for the purpose of displaying London interbank offered rates for U.S. Dollar deposits).
Option to Defer Interest Payments
PPL Capital Funding may defer interest payments on the 2007 Notes, from time to time, for one or more periods
(each, an “Optional Deferral Period”) of up to 10 consecutive years per Optional Deferral Period. However, a deferral of
interest payments cannot extend beyond the maturity date of the 2007 Notes. During an Optional Deferral Period,
interest will continue to accrue on the 2007 Notes, compounded semi-annually or quarterly, as the case may be, and
deferred interest payments will accrue additional interest at a rate equal to the interest rate then applicable to the 2007
Notes, to the extent permitted by applicable law. No interest will be due and payable on the 2007 Notes until the end of
the Optional Deferral Period except upon a redemption of the 2007 Notes during the deferral period.
PPL Capital Funding may pay at any time all or any portion of the interest accrued to that point during an
Optional Deferral Period. At the end of the Optional Deferral Period or on any redemption date, PPL Capital Funding
will be obligated to pay all accrued and unpaid interest.
Once all accrued and unpaid interest on the 2007 Notes has been paid, PPL Capital Funding again can defer
interest payments on the 2007 Notes as described above, provided that an Optional Deferral Period cannot extend
beyond the maturity date of the 2007 Notes.
If PPL Capital Funding defers interest for a period of 10 consecutive years from the commencement of an
Optional Deferral Period, PPL Capital Funding will be required to pay all accrued and unpaid interest at the conclusion
of the 10-year period, and to the extent it does not do so, PPL Corporation will be required to make guarantee
payments in accordance with the Subordinated Guarantees with respect thereto. If PPL Capital Funding fails to pay in
full all accrued and unpaid interest at the conclusion of the 10-year period, such failure continues for 30 days and PPL
Corporation fails to make guarantee payments with respect thereto, an event of default that gives rise to acceleration of
principal and interest on the 2007 Notes will occur under the Subordinated Indenture. See “— Events of Default” and
“— Remedies” herein.
During any interest deferral period, neither PPL Corporation nor PPL Capital Funding may:
•

declare or pay any dividend or distribution on its capital stock, other than dividends paid in shares of its
capital stock;

•

redeem, purchase, acquire or make a liquidation payment with respect to any of its capital stock;

•

pay any principal, interest or premium on, or repay, repurchase or redeem any debt securities that are equal
or junior in right of payment with the 2007 Notes or the Subordinated Guarantees, as the case may be; or

•

make any payments with respect to any guarantee of debt securities by PPL Corporation if such guarantee is
equal or junior in right of payment to the 2007 Notes or the Subordinated Guarantees, as the case may be;

other than
•

purchases, redemptions or other acquisitions of its capital stock in connection with any employment contract,
benefit plan or other similar arrangement with or for the benefit of employees, officers, directors or agents or
a stock purchase or dividend reinvestment plan, or the satisfaction of its obligations pursuant to any contract
or security outstanding on the date that the payment of interest is deferred requiring it to purchase, redeem or
acquire its capital stock;

•

any payment, repayment, redemption, purchase, acquisition or declaration of a dividend as a result of a

reclassification of its capital stock or the exchange or conversion of all or a portion of one class or series of its
capital stock for another class or series of its capital stock;
•

the purchase of fractional interests in shares of its capital stock pursuant to the conversion or exchange
provisions of its capital stock or the security being converted or exchanged, or in connection with the
settlement of stock purchase contracts;

•

dividends or distributions paid or made in its capital stock (or rights to acquire its capital stock), or
repurchases, redemptions or acquisitions of capital stock in connection with the issuance or exchange of
capital stock (or of securities convertible into or exchangeable for shares of its capital stock) and distributions
in connection with the settlement of stock purchase contracts outstanding on the date that the payment of
interest is deferred;

•

redemptions, exchanges or repurchases of, or with respect to, any rights outstanding under a shareholder
rights plan or the declaration or payment thereunder of a dividend or distribution of or with respect to rights in
the future;

•

payments under any preferred trust securities, subordinated debentures or junior subordinated debentures,
or guarantees of the foregoing, in each case that rank equal in right of payment to the 2007 Notes, so long as
the amount of payments made on account of such securities or guarantees is paid on all such securities and
guarantees then outstanding on a pro rata basis in proportion to the full payment to which each series of
such securities and guarantees is then entitled if paid in full.

Payment
So long as the 2007 Notes are registered in the name of DTC, as depository for the 2007 Notes as described
below under “Book-Entry Only Issuance — The Depository Trust Company,” payments on the 2007 Notes will be made
as described therein.
So long as the 2007 Notes remain in book-entry only form, the record date for each interest payment date will be
the close of business on the business day immediately preceding the applicable interest payment date. If the 2007
Notes do not remain in book-entry only form, the record date for each interest payment date will be the close of
business on the fifteenth calendar day immediately preceding the applicable interest payment date. If PPL Capital
Funding defaults in paying interest on a 2007 Note, PPL Capital Funding will pay such interest either:
•

on a special record date between 10 and 15 days before the payment; or

•

in any other lawful manner of payment that is consistent with the requirements of any securities exchange on
which the 2007 Notes may be listed for trading.

We will pay principal of and any interest and premium on the 2007 Notes at maturity upon presentation of the
2007 Notes at the office of The Bank of New York Mellon in New York, New York, as our paying agent. In our discretion,
we may change the place of payment on the 2007 Notes, and we may remove any paying agent and may appoint one
or more additional paying agents (including us or any of our affiliates).
Form; Transfers; Exchanges
So long as the 2007 Notes are registered in the name of DTC, as depository for the 2007 Notes as described
below under “Book-Entry Only Issuance — The Depository Trust Company,” transfers and exchanges of beneficial
interests in the 2007 Notes will be made as described therein. In the event that the book-entry only system is
discontinued, and the 2007 Notes are issued in certificated form, holders of 2007 Notes may exchange or transfer 2007
Notes at the office of the Trustee. The Trustee acts as our agent for registering 2007 Notes in the names of holders and
transferring debt securities. We may appoint another agent or act as our own agent for this purpose. The entity
performing the role of maintaining the list of registered holders is called the “security registrar.” It will also perform
transfers. In our discretion, we may change the place for registration of transfer of the 2007 Notes and may remove
and/or appoint one or more additional security registrars (including us or any of our affiliates).
There will be no service charge for any transfer or exchange of the 2007 Notes, but the holders of 2007 Notes
may be required to pay a sum sufficient to cover any tax or other governmental charge payable in connection therewith.
We may restrict the transfer or exchange of (1) 2007 Notes during a period of 15 days prior to giving any notice of
redemption or (2) any 2007 Note selected for redemption in whole or in part, except the unredeemed portion of any
2007 Note being redeemed in part.
Subordination
Subordination of the 2007 Notes

The 2007 Notes are subordinate and junior in right of payment to all Senior Indebtedness (as defined below) of
PPL Capital Funding. No payment of the principal (including redemption payments) of, or interest or premium, if any, on
the 2007 Notes may be made by PPL Capital Funding until all holders of Senior Indebtedness of PPL Capital Funding
have been paid, if any of the following occurs:
•

certain events of bankruptcy, insolvency or reorganization of PPL Capital Funding;

•

any Senior Indebtedness of PPL Capital Funding is not paid when due (after the expiration of any applicable
grace period) and that default continues without cure or waiver; or

•

any other default has occurred and continues without cure or waiver (after the expiration of any applicable grace
period) pursuant to which the holders of Senior Indebtedness of PPL Capital Funding are permitted to accelerate
the maturity of such Senior Indebtedness.

Subordinated Guarantees
PPL Corporation fully and unconditionally guarantees the payment of principal of and any interest and premium
on the 2007 Notes, when due and payable (and subject to PPL Capital Funding’s right to defer interest payments as
described above), whether at the stated maturity date, by declaration of acceleration, call for redemption or otherwise,
in accordance with the terms of the 2007 Notes and the Subordinated Indenture. The Subordinated Guarantees will
remain in effect until the entire principal of and interest and premium, if any, on the 2007 Notes has been paid in full or
otherwise discharged in accordance with the provisions of the Subordinated Indenture.
The Subordinated Guarantees are subordinate and junior in right of payment to all Senior Indebtedness of PPL
Corporation. No payment of the principal (including redemption payments) of, or interest or premium on, the 2007
Notes may be made by PPL Corporation under the Subordinated Guarantees until all holders of Senior Indebtedness of
PPL Corporation have been paid, if any of the following occurs:
•

certain events of bankruptcy, insolvency or reorganization of PPL Corporation;

•

any Senior Indebtedness of PPL Corporation is not paid when due (after the expiration of any applicable
grace period) and that default continues without cure or waiver; or

•

any other default has occurred and continues without cure or waiver (after the expiration of any applicable
grace period) pursuant to which the holders of Senior Indebtedness of PPL Corporation are permitted to
accelerate the maturity of such Senior Indebtedness.

Upon any distribution of assets of PPL Capital Funding or PPL Corporation, as the case may be, to its creditors
in connection with any insolvency, bankruptcy or similar proceeding, all principal of, and premium, if any, and interest
due or to become due on all of its Senior Indebtedness must be paid in full before the holders of the 2007 Notes are
entitled to receive or retain any payment from such distribution.
Senior Indebtedness, when used with respect to PPL Capital Funding or PPL Corporation, is defined in the
Subordinated Indenture to include all obligations of PPL Capital Funding or PPL Corporation, as the case may be,
whether existing presently or in the future, to pay principal, interest, premium, penalties, fees and any other payment in
respect of any of the following:
•

indebtedness for borrowed money, including, without limitation, such obligations as are evidenced by credit
agreements, notes, debentures, bonds and similar instruments;

•

our obligations under synthetic leases, finance leases and capitalized leases;

•

our obligations for reimbursement under letters of credit, banker’s acceptances, security purchase facilities or
similar facilities issued for our account;

•

any of our other obligations with respect to derivative contracts, including commodity contracts, interest rate,
commodity and currency swap agreements, forward contracts and other similar agreements or
arrangements; and

•

all obligations of others of the kinds described in the preceding categories which we have assumed or
guaranteed;

other than
•

trade obligations incurred in the ordinary course of business, or

•

any such obligation or guarantee that expressly provides that it is not senior to or equal in right of payment to
the 2007 Notes or the Subordinated Guarantees, as the case may be.

The Subordinated Indenture does not limit the aggregate amount of Senior Indebtedness that may be issued. As
of December 31, 2019, PPL Capital Funding had approximately $3.6 billion principal amount of indebtedness for
borrowed money constituting its Senior Indebtedness, and PPL Corporation had approximately $3.6 billion principal
amount (on an unconsolidated basis) of obligations constituting its Senior Indebtedness (including guarantees of
indebtedness of PPL Capital Funding and certain of PPL Corporation’s other subsidiaries).
Pursuant to the subordination provisions of the Subordinated Indenture, any payment or distribution, whether in
cash, securities or other property, which would otherwise (but for the subordination provisions) be payable or
deliverable in respect of the 2007 Notes by PPL Capital Funding or PPL Corporation will instead be paid or delivered
directly to the holders of such Senior Indebtedness of PPL Capital Funding or PPL Corporation (or their respective
representative or trustee), as the case may be, in accordance with the priorities then existing among such holders until
all such Senior Indebtedness has been paid in full before any payment or distribution is made to the holders of 2007
Notes. In the event that, notwithstanding such subordination provisions, any payment or distribution of assets of any
kind or character is made on the 2007 Notes by PPL Capital Funding or PPL Corporation before all such Senior
Indebtedness is paid in full, the Trustee or the holders of 2007 Notes receiving such payment will be required to pay
over such payment or distribution to the holders of such Senior Indebtedness.
The Subordinated Indenture provides that Senior Indebtedness will not be deemed to have been paid in full
unless the holders thereof, as applicable, shall have received cash (or securities or other property satisfactory to such
holders) in full payment of such Senior Indebtedness then outstanding. Upon the payment in full of all such Senior
Indebtedness, the holders of the 2007 Notes shall be subrogated to all the rights of any holders of such Senior
Indebtedness to receive any further payments or distributions of cash, property or securities of PPL Capital Funding or
PPL Corporation, as applicable, applicable to such Senior Indebtedness until the 2007 Notes shall have been paid in
full, and such payments or distributions of cash, property or securities received by the holders of the 2007 Notes, by
reason of such subrogation, which otherwise would be paid or distributed to the holders of such Senior Indebtedness,
shall, as between PPL Capital Funding or PPL Corporation, as applicable, and its creditors other than the holders of
Senior Indebtedness, on the one hand, and the holders of the 2007 Notes on the other, be deemed to be a payment on
account of such Senior Indebtedness, and not on account of the 2007 Notes or the Subordinated Guarantees, as the
case may be.
The Subordinated Indenture provides that no present or future holder of any Senior Indebtedness of PPL Capital
Funding or PPL Corporation, as the case may be, will be prejudiced in the right to enforce subordination of the
indebtedness under the Subordinated Indenture by any act or failure to act on the part of PPL Capital Funding or PPL
Corporation, as applicable.
Redemption
PPL Capital Funding may redeem the 2007 Notes, in whole or in part on one or more occasions, at 100% of
their principal amount plus any accrued and unpaid interest thereon to, but not including, the redemption date.
The 2007 Notes are not subject to a sinking fund or other mandatory redemption and are not repayable at the
option of the holder prior to the stated maturity date.
The 2007 Notes will be redeemable upon notice by mail between 30 and 60 days prior to the redemption date. If
less than all of the 2007 Notes of any series or any tranche thereof are to be redeemed, the Trustee will select the 2007
Notes to be redeemed. In the absence of any provision for selection, the Trustee will choose a method of random
selection as it deems fair and appropriate.
The 2007 Notes will cease to bear interest on the redemption date and the redemption price and any accrued
interest on each 2007 Note will be paid upon the surrender of such Note for redemption. If only part of a 2007 Note is
redeemed, the Trustee will deliver a new Note of the same series for the remaining portion without charge.
PPL Capital Funding may make any redemption at its option conditional upon the receipt by the paying agent, on
or prior to the date fixed for redemption, of money sufficient to pay the redemption price. If the paying agent has not
received such money by the date fixed for redemption, we will not be required to redeem such 2007 Notes.
Events of Default
An “Event of Default” with respect to the 2007 Notes will occur if
•

we do not pay any interest on any 2007 Note within 30 days of the due date; provided that a valid extension
or deferral of the interest period as described above under “Option to Defer Interest Payments” will not
constitute an Event of Default;

•

we do not pay principal or premium on any 2007 Note on its due date;

•

the Subordinated Guarantees of the 2007 Notes cease to be effective (except in accordance with their
terms), are found in any judicial proceeding to be unenforceable or invalid, or are denied or disaffirmed
(except in accordance with their terms);

•

PPL Corporation or PPL Capital Funding file for bankruptcy or certain other similar events in bankruptcy,
insolvency, receivership or reorganization occur.

No Event of Default with respect to the 2007 Notes necessarily constitutes an Event of Default with respect to
the Subordinated Indenture Securities of any other series issued under the Subordinated Indenture.
Remedies
Acceleration
Any One Series. If an Event of Default occurs and is continuing with respect to any one series of Subordinated
Indenture Securities, then either the Trustee or the holders of 25% in principal amount of the outstanding Subordinated
Indenture Securities of such series may declare the principal amount of all of the Subordinated Indenture Securities of
such series to be due and payable immediately.
More Than One Series. If an Event of Default occurs and is continuing with respect to more than one series of
Subordinated Indenture Securities, then either the Trustee or the holders of 25% of the aggregate principal amount of
the outstanding Subordinated Indenture Securities of all such series, considered as one class, may make such
declaration of acceleration. Thus, if there is more than one series affected, the action by the holders of 25% of the
aggregate principal amount of the outstanding Subordinated Indenture Securities of any particular series will not, in
itself, be sufficient to make a declaration of acceleration.
Rescission of Acceleration
After the declaration of acceleration has been made and before the Trustee has obtained a judgment or decree
for payment of the money due, such declaration and its consequences will be rescinded and annulled, if
(1) we pay or deposit with the Trustee a sum sufficient to pay
•

all overdue interest;

•

the principal of and any premium which have become due otherwise than by such declaration of acceleration
and interest thereon;

•

interest on overdue interest to the extent lawful; and

•

all amounts due to the Trustee under the Subordinated Indenture; and

(2) all Events of Default, other than the nonpayment of the principal which has become due solely by such
declaration of acceleration, have been cured or waived as provided in the Subordinated Indenture. For more
information as to waiver of defaults, see “— Waiver of Default and of Compliance” below.
Control by Holders; Limitations
Subject to the Subordinated Indenture, if an Event of Default (or certain other defaults as discussed below), with
respect to the Subordinated Indenture Securities of any one series occurs and is continuing, the holders of a majority in
principal amount of the outstanding Subordinated Indenture Securities of that series will have the right to
•

direct the time, method and place of conducting any proceeding for any remedy available to the Trustee, or

•

exercise any trust or power conferred on the Trustee with respect to the Subordinated Indenture Securities of
such series.

If an Event of Default (or certain other defaults as discussed below) is continuing with respect to more than one
series of Subordinated Indenture Securities, the holders of a majority in aggregate principal amount of the outstanding
Subordinated Indenture Securities of all such series, considered as one class, will have the right to make such
direction, and not the holders of the Subordinated Indenture Securities of any one of such series.
These rights of holders to make direction are subject to the following limitations:
•

the holders’ directions may not conflict with any law or the Subordinated Indenture; and

•

the holders’ directions may not involve the Trustee in personal liability where the Trustee believes indemnity
is not adequate.

The Trustee may also take any other action it deems proper which is consistent with the holders’ direction. With
respect to Events of Default and other defaults in the performance of, or breach of, covenants in the Subordinated
Indenture that do not constitute Events of Default, if any such Event of Default or other default occurs and is continuing
after any applicable notice and/or cure period, then the Trustee may in its discretion (and subject to the rights of the
holders to control remedies as described above and certain other conditions specified in the Subordinated Indenture)
bring such judicial proceedings as the Trustee shall deem appropriate or proper.
The Subordinated Indenture provides that no holder of any Subordinated Indenture Security will have any right
to institute any proceeding, judicial or otherwise, with respect to the Subordinated Indenture for the appointment of a
receiver or for any other remedy thereunder unless
•

that holder has previously given the Trustee written notice of a continuing Event of Default (or other default
under the Subordinated Indenture after any applicable notice and/or cure period);

•

the holders of 25% in aggregate principal amount of the outstanding Subordinated Indenture Securities of all
affected series, considered as one class, have made written request to the Trustee to institute proceedings in
respect of that Event of Default (or other default under the Subordinated Indenture after any applicable notice
and/or cure period) and have offered the Trustee reasonable indemnity against costs and liabilities incurred
in complying with such request; and

•

for 60 days after receipt of such notice, the Trustee has failed to institute any such proceeding and no
direction inconsistent with such request has been given to the Trustee during such 60-day period by the
holders of a majority in aggregate principal amount of outstanding Subordinated Indenture Securities of all
affected series, considered as one class.

Furthermore, no holder will be entitled to institute any such action if and to the extent that such action would disturb or
prejudice the rights of other holders.
However, each holder has an absolute and unconditional right to receive payment when due and to bring a suit
to enforce that right.
Notice of Default
The Trustee is required to give the holders of the 2007 Notes notice of any default under the Subordinated
Indenture to the extent required by the Trust Indenture Act, unless such default has been cured or waived; provided,
however, that in the case of a default in the performance of, or breach of, any covenant or warranty in the Subordinated
Indenture (after any applicable notice and/or cure period) that does not result in an Event of Default, no such notice
shall be given until at least 90 days after the occurrence thereof. The Trust Indenture Act currently permits the Trustee
to withhold notices of default (except for certain payment defaults) if the Trustee in good faith determines the
withholding of such notice to be in the interests of the holders.
PPL Capital Funding and PPL Corporation have agreed to furnish the Trustee with an annual statement as to
their compliance with the conditions and covenants in the Subordinated Indenture.
Waiver of Default and of Compliance
The holders of a majority in aggregate principal amount of the outstanding 2007 Notes may waive, on behalf of
the holders of all outstanding 2007 Notes, any past default under the Subordinated Indenture, except a default in the
payment of principal, premium or interest, or with respect to compliance with certain provisions of the Subordinated
Indenture that cannot be amended without the consent of the holder of each outstanding Subordinated Indenture
Security.
Compliance with certain covenants in the Subordinated Indenture or otherwise provided with respect to
Subordinated Indenture Securities may be waived by the holders of a majority in aggregate principal amount of the
affected Subordinated Indenture Securities, considered as one class.
Consolidation, Merger and Conveyance of Assets as an Entirety; No Financial Covenants
Subject to the provisions described in the next paragraph, each of PPL Capital Funding and PPL Corporation
has agreed in the Subordinated Indenture to preserve its corporate existence.
PPL Capital Funding and PPL Corporation have each also agreed not to consolidate with or merge into any
other entity or convey, transfer or lease our properties and assets substantially as an entirety to any entity unless:
•

the entity formed by such consolidation or into which PPL Capital Funding or PPL Corporation, as the case
may be, is merged or the entity which acquires or which leases its property and assets substantially as an
entirety is a corporation or limited liability company organized and existing under the laws of the United
States of America or any State thereof or the District of Columbia, and expressly assumes, by supplemental

indenture, the due and punctual payment of the principal, premium and interest on all the outstanding 2007
Notes and the performance of all of its covenants under the Subordinated Indenture, and
•

immediately after giving effect to such transactions, no Event of Default (or other default under the
Subordinated Indenture after any applicable notice and/or cure period), and no event which after notice or
lapse of time or both would become an Event of Default (or such other default), will have occurred and be
continuing.

The Subordinated Indenture does not prevent or restrict:
•

any consolidation or merger after the consummation of which PPL Capital Funding or PPL Corporation would
be the surviving or resulting entity;

•

any consolidation of PPL Capital Funding with PPL Corporation or any other entity all of the outstanding
voting securities of which are owned, directly or indirectly, by PPL Corporation; or any merger of any such
entity into any other of such entities; or any conveyance or other transfer, or lease, or properties by any
thereof to any other thereof;

•

any conveyance or other transfer, or lease, of any part of the properties of PPL Capital Funding or PPL
Corporation which does not constitute the entirety, or substantially the entirety, thereof; or

•

the approval by PPL Capital Funding or PPL Corporation of, or the consent by PPL Capital Funding or PPL
Corporation to, any consolidation or merger to which any direct or indirect subsidiary or affiliate of PPL
Capital Funding or PPL Corporation, as the case requires, may be a party or any conveyance, transfer or
lease by any such subsidiary or affiliate of any of its assets.

Modification of Subordinated Indenture
Without Holder Consent. Without the consent of any holders of Subordinated Indenture Securities, PPL Capital
Funding, PPL Corporation and the Trustee may enter into one or more supplemental indentures for any of the following
purposes:
•

to evidence the succession of another entity to PPL Capital Funding or PPL Corporation;

•

to add one or more covenants or other provisions for the benefit of the holders of all or any series or tranche
of Subordinated Indenture Securities, or to surrender any right or power conferred upon PPL Corporation or
PPL Capital Funding;

•

to add any additional Events of Default for all or any series of Subordinated Indenture Securities;

•

to change or eliminate any provision of the Subordinated Indenture or to add any new provision to the
Subordinated Indenture that does not adversely affect the interests of the holders;

•

to provide security for the Subordinated Indenture Securities of any series;

•

to establish the form or terms of Subordinated Indenture Securities of any series or tranche as permitted by
the Subordinated Indenture;

•

to provide for the issuance of bearer securities;

•

to evidence and provide for the acceptance of appointment of a separate or successor Trustee;

•

to provide for the procedures required to permit the utilization of a noncertificated system of registration for
any series or tranche of Indenture Securities;

•

to change any place or places where

•

•

we may pay principal, premium and interest,

•

Subordinated Indenture Securities may be surrendered for transfer or exchange, and

•

notices and demands to or upon PPL Capital Funding or PPL Corporation may be served; or

to cure any ambiguity, defect or inconsistency or to make any other changes that do not adversely affect the
interests of the holders in any material respect;

provided, that, we will not enter into any supplemental indenture with the Trustee to add any additional Event of Default
with respect to the 2007 Notes without the consent of the holders of at least a majority in aggregate principal amount of

outstanding 2007 Notes.
If the Trust Indenture Act is amended after the date of the Subordinated Indenture so as to require changes to
the Subordinated Indenture or so as to permit changes to, or the elimination of, provisions which, at the date of the
Subordinated Indenture or at any time thereafter, were required by the Trust Indenture Act to be contained in the
Subordinated Indenture, the Subordinated Indenture will be deemed to have been amended so as to conform to such
amendment or to effect such changes or elimination, and PPL Capital Funding, PPL Corporation and the Trustee may,
without the consent of any holders, enter into one or more supplemental indentures to effect or evidence such
amendment.
With Holder Consent. Except as provided above, the consent of the holders of at least a majority in aggregate
principal amount of the Subordinated Indenture Securities of all outstanding series, considered as one class, is
generally required for the purpose of adding to, changing or eliminating any of the provisions of the Subordinated
Indenture pursuant to a supplemental indenture. However, if less than all of the series of outstanding Subordinated
Indenture Securities are directly affected by a proposed supplemental indenture, then such proposal only requires the
consent of the holders of a majority in aggregate principal amount of the outstanding Subordinated Indenture Securities
of all directly affected series, considered as one class. Moreover, if the Indenture Securities of any series have been
issued in more than one tranche and if the proposed supplemental indenture directly affects the rights of the holders of
Subordinated Indenture Securities of one or more, but less than all, of such tranches, then such proposal only requires
the consent of the holders of a majority in aggregate principal amount of the outstanding Subordinated Indenture
Securities of all directly affected tranches, considered as one class.
However, no amendment or modification may, without the consent of the holder of each outstanding
Subordinated Indenture Security directly affected thereby,
•

change the stated maturity date of the principal or interest on any Subordinated Indenture Security (other
than pursuant to the terms thereof and, in the case of the 2007 Notes, as described above under “Option to
Defer Interest Payments”), or reduce the principal amount, interest or premium payable or change the
currency in which any Subordinated Indenture Security is payable, or impair the right to bring suit to enforce
any payment;

•

reduce the percentages of holders whose consent is required for any supplemental indenture or waiver or
reduce the requirements for quorum and voting under the Subordinated Indenture; or

•

modify certain of the provisions in the Subordinated Indenture relating to supplemental indentures and
waivers of certain covenants and past defaults.

A supplemental indenture which changes or eliminates any provision of the Subordinated Indenture expressly
included solely for the benefit of holders of Subordinated Indenture Securities of one or more particular series or
tranches will be deemed not to affect the rights under the Subordinated Indenture of the holders of Subordinated
Indenture Securities of any other series or tranche.
We will be entitled to set any day as a record date for the purpose of determining the holders of outstanding
Subordinated Indenture Securities of any series entitled to give or take any demand, direction, consent or other action
under the Subordinated Indenture, in the manner and subject to the limitations provided in the Subordinated Indenture.
In certain circumstances, the Trustee also will be entitled to set a record date for action by holders. If such a record
date is set for any action to be taken by holders of particular Subordinated Indenture Securities, such action may be
taken only by persons who are holders of such Subordinated Indenture Securities at the close of business on the
record date.
The Subordinated Indenture provides that certain Subordinated Indenture Securities, including those for which
payment or redemption money has been deposited or set aside in trust as described under “Satisfaction and
Discharge” below, will not be deemed to be “outstanding” in determining whether the holders of the requisite principal
amount of the outstanding Subordinated Indenture Securities have given or taken any demand, direction, consent or
other action under the Subordinated Indenture as of any date, or are present at a meeting of holders for quorum
purposes.
Satisfaction and Discharge
Any Subordinated Indenture Securities or any portion will be deemed to have been paid for purposes of the
Subordinated Indenture, and at PPL Capital Funding’s election, the entire indebtedness of PPL Capital Funding and
PPL Corporation will be satisfied and discharged, if there shall have been irrevocably deposited with the Trustee or any
paying agent (other than PPL Capital Funding or PPL Corporation), in trust:
•

money sufficient,

•

in the case of a deposit made prior to the maturity of such Subordinated Indenture Securities, nonredeemable Government Obligations (as defined in the Subordinated Indenture) sufficient, or

•

a combination of items listed in the preceding two bullet points, which in total are sufficient,

to pay when due the principal of, and any premium, and interest due and to become due on such Subordinated
Indenture Securities or portions thereof on and prior to the maturity thereof.
The Subordinated Indenture will be deemed satisfied and discharged when no Subordinated Indenture
Securities remain outstanding and when we have paid all other sums payable by us under the Subordinated Indenture.
All moneys we pay to the Trustee or any paying agent on Subordinated Indenture Securities which remain
unclaimed at the end of two years after payments have become due will be paid to or upon the order of PPL Capital
Funding. Thereafter, the holder of such Subordinated Indenture Security may look only to us for payment.
Agreement by Holders to Certain Tax Treatment
Each holder of the 2007 Notes will, by accepting the 2007 Notes or a beneficial interest therein, be deemed to
have agreed that the holder intends that the 2007 Notes constitute debt and will treat the 2007 Notes as debt for United
States federal, state and local tax purposes.
Resignation and Removal of the Trustee; Deemed Resignation
The Trustee may resign at any time by giving written notice to us.
The Trustee may also be removed by act of the holders of a majority in principal amount of the then outstanding
Subordinated Indenture Securities of any series.
No resignation or removal of the Trustee and no appointment of a successor trustee will become effective until
the acceptance of appointment by a successor trustee in accordance with the requirements of the Subordinated
Indenture.
Under certain circumstances, we may appoint a successor trustee and if the successor accepts, the Trustee will
be deemed to have resigned.
Notices
Notices to holders of debt securities will be given by mail to the addresses of the holders as they may appear in
the security register.
Title
PPL Capital Funding, PPL Corporation, the Trustee, and any agent of PPL Capital Funding, PPL Corporation or
the Trustee, will treat the person or entity in whose name Subordinated Indenture Securities are registered as the
absolute owner of those Subordinated Indenture Securities (whether or not the Subordinated Indenture Securities may
be overdue) for the purpose of making payments and for all other purposes irrespective of notice to the contrary.
Governing Law
The Subordinated Indenture and the Subordinated Indenture Securities provide that they are governed by and
construed in accordance with the laws of the State of New York, except to the extent the Trust Indenture Act shall be
applicable.
Regarding the Trustee
The Trustee under the Subordinated Indenture is The Bank of New York Mellon (“BNY”). In addition to acting as
Trustee, BNY also maintains various banking and trust relationships with PPL Capital Funding and PPL Corporation
and some of their affiliates.
Book-Entry Only Issuance — The Depository Trust Company
DTC acts as the initial securities depository for the 2007 Notes. The 2007 Notes were issued in fully registered
form and are evidenced by one or more global 2007 Notes registered in the name of DTC’s nominee, Cede & Co., or
such other name as may be requested by an authorized representative of DTC. The global 2007 Notes were deposited
with the Trustee as custodian for DTC.
DTC is a New York limited-purpose trust company organized under the New York Banking Law, a “banking
organization” within the meaning of the New York Banking Law, a member of the Federal Reserve System, a “clearing
corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing agency” registered

pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934, as amended. DTC holds securities
for its participants (“Direct Participants”) and also facilitates the post-trade settlement among Direct Participants of
sales and other securities transactions in deposited securities, through electronic computerized book- entry transfers
and pledges between Direct Participants’ accounts, thereby eliminating the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies,
clearing corporations and certain other organizations. DTC is a wholly owned subsidiary of The Depository Trust &
Clearing Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities Clearing Corporation and
Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its
regulated subsidiaries. Access to the DTC system is also available to others such as both U.S. and non-U.S. securities
brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain a custodial
relationship with a Direct Participant, either directly or indirectly (“Indirect Participants”). The rules that apply to DTC
and those using its system are on file with the SEC.
Purchases of the 2007 Notes under the DTC system must be made by or through Direct Participants, which will
receive a credit for the 2007 Notes on DTC’s records. The ownership interest of each actual purchaser (“Beneficial
Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records. Beneficial Owners will not receive
written confirmation from DTC of their purchases, but Beneficial Owners should receive written confirmations providing
details of the transactions, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which they purchased 2007 Notes. Transfers of ownership interests on the 2007 Notes are to be accomplished
by entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial
Owners will not receive certificates representing their ownership interests in 2007 Notes, except in the event that use of
the book-entry system for the 2007 Notes is discontinued.
To facilitate subsequent transfers, all 2007 Notes deposited by Direct Participants with DTC are registered in the
name of DTC’s nominee, Cede & Co., or such other name as may be requested by an authorized representative of
DTC. DTC’s records reflect only the identity of the Participants to whose accounts the 2007 Notes are credited, which
may or may not be the Beneficial Owners. The Direct and Indirect Participants will remain responsible for keeping
account of their holdings on behalf of their customers.
Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners, will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.
Notices will be sent to DTC.
Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to the 2007 Notes
unless authorized by a Direct Participant in accordance with DTC’s procedures. Under its usual procedures, DTC mails
an omnibus proxy to us as soon as possible after the record date. The omnibus proxy assigns the voting or consenting
rights of Cede & Co. to those Direct Participants to whose accounts the 2007 Notes are credited on the record date.
PPL Capital Funding believes that these arrangements will enable the beneficial owners to exercise rights equivalent in
substance to the rights that can be directly exercised by a registered holder of the 2007 Notes.
Payments of principal, interest and premium on the 2007 Notes will be made to Cede & Co. (or such other
nominee of DTC). DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and
corresponding detail information from us or the Trustee, on payable date in accordance with their respective holdings
shown on DTC’s records. Payments by Participants to Beneficial Owners will be governed by standing instructions and
customary practices and will be the responsibility of each Participants and not of DTC, the Trustee or us, subject to any
statutory or regulatory requirements as may be in effect from time to time. Payment of the price, principal and interest
to Cede & Co. (or other such nominee of DTC) is our responsibility. Disbursement of such payments to Direct
Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial Owners is the
responsibility of Direct and Indirect Participants.
A beneficial owner will not be entitled to receive physical delivery of the 2007 Notes. Accordingly, each Beneficial
Owner must rely on the procedures of DTC to exercise any rights under the 2007 Notes.
DTC may discontinue providing its services as securities depository with respect to the 2007 Notes at any time
by giving us or the Trustee reasonable notice. In the event no successor securities depository is obtained, certificates
for the 2007 Notes will be printed and delivered.
The information in this section concerning DTC and DTC’s book-entry system has been obtained from sources
that we believe to be reliable, but we do not take any responsibility for the accuracy of this information.

Exhibit 4(ss)
DESCRIPTION OF THE REGISTRANT’S SECURITIES
REGISTERED PURSUANT TO SECTION 12 OF THE
SECURITIES EXCHANGE ACT OF 1934
PPL Capital Funding, Inc.’s Junior Subordinated Notes 2013 Series B due 2073, which are guaranteed as to
payment of principal, interest and any premium by PPL Corporation (the “2013 Notes”), are registered under Section 12
of the Securities Exchange Act of 1934, as amended (the “Exchange Act”).
PPL Capital Funding Junior Subordinated Notes 2013 Series B due 2073
The following summary description sets forth certain terms and provisions of the 2013 Notes. Because this
description is a summary, it does not describe every aspect of the 2013 Notes or the Subordinated Indenture under
which the 2013 Notes were issued, as described below. The Subordinated Indenture was filed by PPL Corporation as
an exhibit to its Current Report on Form 8-K filed on March 20, 2007 and the Supplemental Indenture No. 4 thereto
relating to the 2013 Notes was filed as an exhibit to its Current Report on Form 8-K dated March 15, 2013. The
Subordinated Indenture and its associated documents contain the full legal text of the matters described in this section.
This summary is subject to and qualified in its entirety by reference to all of the provisions of the 2013 Notes and the
Subordinated Indenture, including definitions of certain terms used in the Subordinated Indenture. The Subordinated
Indenture has been qualified under the Trust Indenture Act, and reference is made to the Trust Indenture Act for
provisions that apply to the 2013 Notes.
Certain terms used below and not otherwise defined herein shall have the meaning assigned to such terms in
the Subordinated Indenture. Defined terms used in this summary description of the 2013 Notes shall apply only to this
summary description and the 2013 Notes.
General
PPL Capital Funding issued the 2013 Notes as a series of debt securities under the Subordinated Indenture,
dated as of March 1, 2007 (as such indenture may be amended and supplemented from time to time, the
“Subordinated Indenture”), among PPL Capital Funding, PPL Corporation and The Bank of New York Mellon (formerly
known as The Bank of New York), as trustee (the “Trustee”). The Subordinated Indenture does not limit the amount of
securities that may be issued thereunder. The 2013 Notes and all other debt securities issued under the Subordinated
Indenture are collectively referred to herein as the “Subordinated Indenture Securities.”
The 2013 Notes are unsecured, subordinated obligations of PPL Capital Funding that rank junior to all of PPL
Capital Funding’s Senior Indebtedness (as defined below). The 2013 Notes are fully and unconditionally guaranteed by
PPL Corporation as to payment of principal, interest and any premium pursuant to the subordinated guarantees of PPL
Corporation (the “Subordinated Guarantees”) that rank junior to all of PPL Corporation’s Senior Indebtedness. See “—
Subordination” below.
The 2013 Notes were issued in fully registered form only, without coupons. The 2013 Notes were initially
represented by one or more fully registered global securities (the “Global Securities”) deposited with the Trustee, as
custodian for The Depository Trust Company (“DTC”), as depositary, and registered in the name of DTC or DTC’s
nominee. A beneficial interest in a Global Security will be shown on, and transfers or exchanges thereof will be effected
only through, records maintained by DTC and its participants, as described below under “Book-Entry Only Issuance—
DTC.” The authorized denominations of the 2013 Notes is $25 and integral multiples of $25 in excess thereof. Except in
limited circumstances described below, the 2013 Notes are not exchangeable for 2013 Notes in definitive certificated
form.
The 2013 Notes were initially issued in one series in the aggregate principal amount of $450,000,000. PPL
Capital Funding may, without the consent of the holders of the 2013 Notes, increase the principal amount of the series
and issue additional notes of such series having the same ranking, interest rate, maturity and other terms as the 2013
Notes offered hereby (other than differences in the price to public and interest accrued prior to the issue date of such
additional notes); provided that if any such additional notes are not fungible with the 2013 Notes initially offered hereby
for U.S. federal income tax purposes, such additional notes will have a separate CUSIP number. Any such additional
notes may, together with the 2013 Notes, constitute a single series of securities under the Subordinated Indenture. The
2013 Notes and any additional notes of the same series having the same terms as the 2013 Notes offered hereby
subsequently issued under the Subordinated Indenture may be treated as a single class for all purposes under the
Subordinated Indenture, including, without limitation, voting, waivers and amendments.
Maturity

Unless an earlier redemption has occurred, the entire principal amount of the 2013 Notes will mature and
become due and payable, together with any accrued and unpaid interest, on April 30, 2073.
Interest and Payment
PPL Capital Funding will pay interest quarterly on the 2013 Notes at the rate of 5.90% per year. PPL Capital
Funding will pay interest on the 2013 Notes on January 30, April 30, July 30 and October 30 of each year, each such
date referred to as an “interest payment date,” until maturity or earlier redemption. The regular record date for interest
payable on any interest payment date on the 2013 Notes shall be the close of business (1) on the business day
immediately preceding such interest payment date so long as all of the 2013 Notes remain in book-entry only form, or
(2) on the 15th calendar day immediately preceding each interest payment date if any of the 2013 Notes do not remain
in book-entry only form. See “—Book-Entry Only Issuance.” Interest on the 2013 Notes will accrue from, and including,
the first date of original issuance to, but excluding, the first interest payment date. Thereafter, interest on each 2013
Note will accrue from, and including, the last interest payment date to which PPL Capital Funding has paid, or duly
provided for the payment of, interest on that Note to, but excluding, the next succeeding interest payment date. No
interest will accrue on a 2013 Note for the day that the 2013 Note matures. The amount of interest payable for any full
quarterly period will be computed on the basis of a 360-day year consisting of twelve 30-day months. The amount of
interest payable for any period shorter than a full quarterly period for which interest is computed will be computed on
the basis of the actual number of days in the period using 30-day calendar months. If any date on which interest,
principal or premium is payable on the 2013 Notes falls on a day that is not a business day, then payment of the
interest, principal or premium payable on that date will be made on the next succeeding day which is a business day,
and no interest or payment will be paid in respect of the delay. A “business day” is any day that is not a Saturday, a
Sunday, or a day on which banking institutions or trust companies in New York City are generally authorized or required
by law or executive order to remain closed.
In this description of the 2013 Notes the term “interest” includes quarterly interest payments and applicable
interest on interest payments accrued but not paid on the applicable interest payment date.
Redemption
PPL Capital Funding may redeem the 2013 Notes at its option, in whole at any time or in part from time to time
at a redemption price equal to 100% of the principal amount of the 2013 Notes being redeemed plus accrued and
unpaid interest to, but excluding, the redemption date.
Notice of any redemption will be mailed at least 30 days but not more than 60 days before the redemption date
to each holder of Notes to be redeemed at such holder’s registered address. If less than all of the 2013 Notes of any
series or any tranche thereof are to be redeemed, the Trustee will select the 2013 Notes to be redeemed. In the
absence of any provision for selection, the Trustee will choose a method of random selection as it deems fair and
appropriate. PPL Capital Funding will pay the redemption price and any accrued interest once holders surrender the
2013 Note for redemption. If only part of a 2013 Note is redeemed, the Trustee will deliver to the holders a new Note of
the same series for the remaining portion without charge.
PPL Capital Funding may make any redemption at its option conditional upon the receipt by the paying agent, on
or prior to the date fixed for redemption, of money sufficient to pay the redemption price. If the paying agent has not
received such money by the date fixed for redemption, PPL Capital Funding will not be required to redeem such Notes.
The 2013 Notes will not be entitled to the benefit of a sinking fund or be subject to redemption at the option of
the holder.
Option to Defer Interest Payments
So long as there is no event of default under the Subordinated Indenture, PPL Capital Funding may defer
interest payments on the 2013 Notes, from time to time, for one or more periods (each, an “Optional Deferral Period,”
which will be deemed to begin on the most recent interest payment date on which interest on the 2013 Notes was paid)
of up to 10 consecutive years per Optional Deferral Period. However, a deferral of interest payments cannot extend
beyond the maturity date of the 2013 Notes. During an Optional Deferral Period, interest will continue to accrue on the
2013 Notes, and deferred interest payments will accrue additional interest at a rate equal to the interest rate on the
2013 Notes, compounded on each interest payment date, to the extent permitted by applicable law. No interest will be
due and payable on the 2013 Notes until the end of the Optional Deferral Period except upon a redemption of the 2013
Notes during the deferral period.
PPL Capital Funding may pay at any time all or any portion of the interest accrued to that point during an
Optional Deferral Period. At the end of the Optional Deferral Period or on any redemption date, PPL Capital Funding
will be obligated to pay all accrued and unpaid interest.

Once all accrued and unpaid interest on the 2013 Notes has been paid, PPL Capital Funding again can defer
interest payments on the 2013 Notes as described above, provided that an Optional Deferral Period cannot extend
beyond the maturity date of the 2013 Notes.
If PPL Capital Funding defers interest for a period of 10 consecutive years from the commencement of an
Optional Deferral Period, such deferred interest will become due on the interest payment date falling on the tenth
anniversary of the commencement of such Optional Deferral Period. PPL Capital Funding will be required to pay all
accrued and unpaid interest on such interest payment date, and to the extent it does not do so, PPL Corporation will be
required to make guarantee payments in accordance with the Subordinated Guarantees. If PPL Capital Funding and
PPL Corporation fail to pay in full all accrued and unpaid interest within 30 days of such interest payment date, an
event of default that permits acceleration of principal and interest on the 2013 Notes will occur under the Subordinated
Indenture. See “—Events of Default.”
During any period in which PPL Capital Funding defers interest payments on the 2013 Notes, neither PPL
Corporation nor PPL Capital Funding may:
•

declare or pay any dividend or distribution on any of their respective capital stock, other than dividends paid
in shares of their respective capital stock;

•

redeem, purchase, acquire or make a liquidation payment with respect to any of PPL Corporation’s or PPL
Capital Funding’s capital stock;

•

pay any principal, interest or premium on, or repay, repurchase or redeem any of PPL Corporation’s or PPL
Capital Funding’s debt securities that are equal or junior in right of payment with the 2013 Notes or the
Subordinated Guarantees, as the case may be; or

•

make any payments with respect to any PPL Corporation or PPL Capital Funding guarantee of debt
securities if such guarantee is equal or junior in right of payment to the 2013 Notes or the Subordinated
Guarantees, as the case may be (other than payments under the Subordinated Guarantees),

other than
•

purchases, redemptions or other acquisitions of PPL Corporation’s or PPL Capital Funding’s capital stock in
connection with any employment contract, benefit plan or other similar arrangement with or for the benefit of
employees, officers, directors or agents or a stock purchase or dividend reinvestment plan, or the satisfaction
of its obligations pursuant to any contract or security outstanding on the date that the payment of interest is
deferred requiring it to purchase, redeem or acquire its capital stock;

•

any payment, repayment, redemption, purchase, acquisition or declaration of a dividend as a result of a
reclassification of PPL Corporation’s or PPL Capital Funding’s capital stock or the exchange or conversion of
all or a portion of one class or series of its capital stock for another class or series of its capital stock or any
class or series of its indebtedness for any class or series of its capital stock;

•

the purchase of fractional interests in shares of PPL Corporation’s or PPL Capital Funding’s capital stock
pursuant to the conversion or exchange provisions of its capital stock or the security being converted or
exchanged, or in connection with the settlement of contracts entered into by PPL Corporation to sell shares
of its capital stock (“stock purchase contracts”);

•

dividends or distributions paid or made in PPL Corporation’s or PPL Capital Funding’s capital stock (or rights
to acquire its capital stock), or repurchases, redemptions or acquisitions of capital stock in connection with
the issuance or exchange of capital stock (or of securities convertible into or exchangeable for shares of its
capital stock) and distributions in connection with the settlement of stock purchase contracts;

•

redemptions, exchanges or repurchases of, or with respect to, any rights outstanding under a shareholder
rights plan or the declaration or payment thereunder of a dividend or distribution of or with respect to rights in
the future;

•

payments under any preferred trust securities, subordinated debentures or junior subordinated debentures,
or guarantees of the foregoing, in each case that rank equal in right of payment to the 2013 Notes or the
Subordinated Guarantees, so long as the amounts paid, the amounts set aside at such time for payment of
such securities and guarantees on the immediately following regularly scheduled interest payment dates
therefor and the amounts paid or set aside at such time for payment on the 2013 Notes on the immediately
following interest payment date for the 2013 Notes, are in the same proportion to the full payment to which
each series of such securities and guarantees (including the 2013 Notes) is then, or on such immediately
following regularly scheduled interest payment dates will be, entitled if paid in full;

•

dividends or distributions by PPL Capital Funding on its capital stock to the extent owned by PPL

Corporation; and
•

redemptions, purchases, acquisitions or liquidation payments by PPL Capital Funding with respect to its
capital stock to the extent owned by PPL Corporation.

Subordination
Subordination of the 2013 Notes
The 2013 Notes are subordinate and junior in right of payment to all Senior Indebtedness of PPL Capital
Funding. No payment of the principal (including redemption payments) of, or interest or premium, if any, on the 2013
Notes may be made by PPL Capital Funding until all holders of Senior Indebtedness of PPL Capital Funding have been
paid, if any of the following occurs:
•

certain events of bankruptcy, insolvency or reorganization of PPL Capital Funding;

•

any Senior Indebtedness of PPL Capital Funding is not paid when due (after the expiration of any applicable
grace period) and that default continues without cure or waiver; or

•

any other default has occurred and continues without cure or waiver (after the expiration of any applicable
grace period) pursuant to which the holders of Senior Indebtedness of PPL Capital Funding are permitted to
accelerate the maturity of such Senior Indebtedness.

Subordinated Guarantees
PPL Corporation fully and unconditionally guarantees the payment of principal of and any interest and premium
on the 2013 Notes, when due and payable (and subject to PPL Capital Funding’s right to defer interest payments as
described above), whether at the stated maturity date, by declaration of acceleration, call for redemption or otherwise,
in accordance with the terms of the 2013 Notes and the Subordinated Indenture. The Subordinated Guarantees will
remain in effect until the entire principal of and interest and premium, if any, on the 2013 Notes has been paid in full or
otherwise discharged in accordance with the provisions of the Subordinated Indenture.
The Subordinated Guarantees are subordinate and junior in right of payment to all Senior Indebtedness of PPL
Corporation. No payment of the principal (including redemption payments) of, or interest or premium on, the 2013
Notes may be made by PPL Corporation under the Subordinated Guarantees until all holders of Senior Indebtedness of
PPL Corporation have been paid, if any of the following occurs:
•

certain events of bankruptcy, insolvency or reorganization of PPL Corporation;

•

any Senior Indebtedness of PPL Corporation is not paid when due (after the expiration of any applicable
grace period) and that default continues without cure or waiver; or

•

any other default has occurred and continues without cure or waiver (after the expiration of any applicable
grace period) pursuant to which the holders of Senior Indebtedness of PPL Corporation are permitted to
accelerate the maturity of such Senior Indebtedness.

Upon any distribution of assets of PPL Capital Funding or PPL Corporation, as the case may be, to its creditors
in connection with any insolvency, bankruptcy or similar proceeding, all principal of, and premium, if any, and interest
due or to become due on all of its Senior Indebtedness must be paid in full before the holders of the 2013 Notes are
entitled to receive or retain any payment from such distribution.
“Senior Indebtedness,” when used with respect to PPL Capital Funding or PPL Corporation, is defined in the
Subordinated Indenture to include all of PPL Capital Funding’s or PPL Corporation’s obligations, as the case may be,
whether presently existing or from time to time hereafter incurred, created, assumed or existing, to pay principal,
interest, premium, penalties, fees and any other payment in respect of any of the following:
•

indebtedness for borrowed money, including, without limitation, such obligations as are evidenced by credit
agreements, notes, debentures, bonds and similar instruments;

•

PPL Capital Funding’s or PPL Corporation’s obligations under synthetic leases, finance leases and
capitalized leases;

•

PPL Capital Funding’s or PPL Corporation’s obligations for reimbursement under letters of credit, banker’s
acceptances, security purchase facilities or similar facilities issued for PPL Capital Funding’s or PPL
Corporation’s account;

•

any of PPL Capital Funding’s or PPL Corporation’s other obligations with respect to derivative contracts,
including commodity contracts, interest rate, commodity and currency swap agreements, forward contracts

and other similar agreements or arrangements; and
•

all obligations of others of the kinds described in the preceding categories which PPL Capital Funding or PPL
Corporation has assumed or guaranteed,

other than
•

trade obligations incurred in the ordinary course of business, or

•

any such obligation or guarantee that expressly provides that it is not senior to or is equal in right of payment
to the 2013 Notes or the Subordinated Guarantees, as the case may be (including PPL Capital Funding’s
2007 Series A Junior Subordinated Notes due 2067, and PPL Corporation’s respective Subordinated
Guarantees thereof).

The Subordinated Indenture does not limit the aggregate amount of Senior Indebtedness that may be issued. As
of December 31, 2019, PPL Capital Funding had approximately $3.6 billion principal amount of indebtedness for
borrowed money constituting its Senior Indebtedness, and PPL Corporation had approximately $3.6 billion principal
amount (on an unconsolidated basis) of obligations constituting its Senior Indebtedness (including guarantees of
indebtedness of PPL Capital Funding and certain of PPL Corporation’s other subsidiaries).
Pursuant to the subordination provisions of the Subordinated Indenture, any payment or distribution, whether in
cash, securities or other property, which would otherwise (but for the subordination provisions) be payable or
deliverable in respect of the 2013 Notes by PPL Capital Funding or PPL Corporation will instead be paid or delivered
directly to the holders of such Senior Indebtedness of PPL Capital Funding or PPL Corporation (or their respective
representative or Trustee), as the case may be, in accordance with the priorities then existing among such holders until
all such Senior Indebtedness has been paid in full before any payment or distribution is made to the holders of Notes.
In the event that, notwithstanding such subordination provisions, any payment or distribution of assets of any kind or
character is made on the 2013 Notes by PPL Capital Funding or PPL Corporation before all such Senior Indebtedness
is paid in full, the Trustee or the holders of Notes receiving such payment will be required to pay over such payment or
distribution to the holders of such Senior Indebtedness.
The Subordinated Indenture provides that Senior Indebtedness will not be deemed to have been paid in full
unless the holders thereof, as applicable, shall have received cash (or securities or other property satisfactory to such
holders) in full payment of such Senior Indebtedness then outstanding. Upon the payment in full of all such Senior
Indebtedness, the holders of the 2013 Notes shall be subrogated to all the rights of any holders of such Senior
Indebtedness to receive any further payments or distributions of cash, property or securities of PPL Capital Funding or
PPL Corporation, as applicable, applicable to such Senior Indebtedness until the 2013 Notes shall have been paid in
full, and such payments or distributions of cash, property or securities received by the holders of the 2013 Notes, by
reason of such subrogation, which otherwise would be paid or distributed to the holders of such Senior Indebtedness,
shall, as between PPL Capital Funding or PPL Corporation, as applicable, and its creditors other than the holders of
Senior Indebtedness, on the one hand, and the holders of the 2013 Notes, on the other, be deemed to be a payment
on account of such Senior Indebtedness, and not on account of the 2013 Notes or the Subordinated Guarantees, as
the case may be.
The Subordinated Indenture provides that no present or future holder of any Senior Indebtedness of PPL Capital
Funding or PPL Corporation, as the case may be, will be prejudiced in the right to enforce subordination of the
indebtedness under the Subordinated Indenture by any act or failure to act on the part of PPL Capital Funding or PPL
Corporation, as applicable.
Events of Default
Each of the following constitutes an “Event of Default” under the Subordinated Indenture with respect to the
2013 Notes:
•

default in the payment of any interest on any 2013 Note within 30 days following the due date; provided that
failure to pay interest during an Optional Deferral Period will not constitute an Event of Default;

•

default in the payment of the principal or premium on any 2013 Note on its due date;

•

PPL Corporation’s Subordinated Guarantees of the 2013 Notes cease to be effective (except in accordance
with their terms), are found in any judicial proceeding to be unenforceable or invalid, or are denied or
disaffirmed (except in accordance with their terms); or

•

PPL Corporation or PPL Capital Funding files for bankruptcy or certain other similar events in bankruptcy,
insolvency, receivership or reorganization occur.

No Event of Default with respect to the 2013 Notes necessarily constitutes an Event of Default with respect to
the Subordinated Indenture Securities of any other series issued under the Subordinated Indenture.
Acceleration. Any One Series. If an Event of Default occurs and is continuing with respect to any one series of
Subordinated Indenture Securities, then either the Trustee or the holders of 25% in principal amount of the outstanding
Subordinated Indenture Securities of such series may declare the principal amount of all of the Subordinated Indenture
Securities of such series immediately to be due and payable.
More Than One Series. If an Event of Default occurs and is continuing with respect to more than one series of
Subordinated Indenture Securities, then either the Trustee or the holders of 25% of the aggregate principal amount of
the outstanding Subordinated Indenture Securities of all such series, considered as one class, may make such
declaration of acceleration. Thus, if there is more than one series affected, the action by the holders of 25% of the
aggregate principal amount of the outstanding Subordinated Indenture Securities of any particular series will not, in
itself, be sufficient to make a declaration of acceleration.
Rescission of Acceleration. After a declaration of acceleration has been made and before the Trustee has
obtained a judgment or decree for payment of the money due, such declaration and its consequences will be rescinded
and annulled, if:
(1) PPL Corporation or PPL Capital Funding pays or deposits with the Trustee a sum sufficient to pay:
•

all overdue interest;

•

the principal of and any premium which have become due otherwise than by such declaration of acceleration
and interest thereon;

•

interest on overdue interest to the extent lawful; and

•

all amounts due to the Trustee under the Subordinated Indenture; and

(2) all Events of Default, other than the nonpayment of the principal which has become due solely by such
declaration of acceleration, have been cured or waived as provided in the Subordinated Indenture. For more
information as to waiver of defaults, see “—Waiver of Default and of Compliance.”
Control by Holders; Limitations. Subject to the Subordinated Indenture, if an Event of Default (or certain other
defaults as discussed below), with respect to the Subordinated Indenture Securities of any one series occurs and is
continuing, the holders of a majority in principal amount of the outstanding Subordinated Indenture Securities of that
series will have the right to:
•

direct the time, method and place of conducting any proceeding for any remedy available to the Trustee, or

•

exercise any trust or power conferred on the Trustee with respect to the Subordinated Indenture Securities of
such series.

If an Event of Default (or certain other defaults as discussed below) is continuing with respect to more than one
series of Subordinated Indenture Securities, the holders of a majority in aggregate principal amount of the outstanding
Subordinated Indenture Securities of all such series, considered as one class, will have the right to make such
direction, and not the holders of the Subordinated Indenture Securities of any one of such series.
These rights of holders to make direction are subject to the following limitations:
•

the holders’ directions may not conflict with any law or the Subordinated Indenture; and

•

the holders’ directions may not involve the Trustee in personal liability where the Trustee believes indemnity
is not adequate.

The Trustee may also take any other action it deems proper which is consistent with the holders’ direction. With
respect to Events of Default and other defaults in the performance of, or breach of, covenants in the Subordinated
Indenture that do not constitute Events of Default, if any such Event of Default or other default occurs and is continuing
after any applicable notice and/or cure period, then the Trustee may in its discretion (and subject to the rights of the
holders to control remedies as described above and certain other conditions specified in the Subordinated Indenture)
bring such judicial proceedings as the Trustee shall deem appropriate or proper.
The Subordinated Indenture provides that no holder of any Subordinated Indenture Security will have any right
to institute any proceeding, judicial or otherwise, with respect to the Subordinated Indenture for the appointment of a
receiver or for any other remedy thereunder unless:
•

that holder has previously given the Trustee written notice of a continuing Event of Default (or other default
under the Subordinated Indenture after any applicable notice and/or cure period);

•

the holders of 25% in aggregate principal amount of the outstanding Subordinated Indenture Securities of all
affected series, considered as one class, have made written request to the Trustee to institute proceedings in
respect of that Event of Default (or other default under the Subordinated Indenture after any applicable notice
and/or cure period);

•

such holder or holders shall have offered the Trustee reasonable indemnity against costs and liabilities
incurred in complying with such request;

•

for 60 days after receipt of such notice, the Trustee has failed to institute any such proceeding; and

•

no direction inconsistent with such request has been given to the Trustee during such 60-day period by the
holders of a majority in aggregate principal amount of outstanding Subordinated Indenture Securities of all
affected series, considered as one class.

Furthermore, no holder will be entitled to institute any such action if and to the extent that such action would
disturb or prejudice the rights of other holders.
However, each holder has an absolute and unconditional right to receive payment when due and to bring a suit
to enforce that right.
Notice of Default
The Trustee is required to give the holders of the 2013 Notes notice of any default under the Subordinated
Indenture to the extent required by the Trust Indenture Act, unless such default has been cured or waived; provided,
however, that in the case of a default in the performance of, or breach of, any covenant or warranty in the Subordinated
Indenture (after any applicable notice and/or cure period) that does not result in an Event of Default, no such notice
shall be given until at least 90 days after the occurrence thereof. The Trust Indenture Act currently permits the Trustee
to withhold notices of default (except for certain payment defaults) if the Trustee in good faith determines the
withholding of such notice to be in the interests of the holders.
PPL Capital Funding and PPL Corporation have agreed to furnish the Trustee with an annual statement as to
their compliance with the conditions and covenants in the Subordinated Indenture.
Waiver of Default and of Compliance
The holders of a majority in aggregate principal amount of the outstanding Notes may waive, on behalf of the
holders of all outstanding Notes, any past default under the Subordinated Indenture, except a default in the payment of
principal, premium or interest, or with respect to compliance with certain provisions of the Subordinated Indenture that
cannot be amended without the consent of the holder of each outstanding Subordinated Indenture Security.
Compliance with certain covenants in the Subordinated Indenture or otherwise provided with respect to
Subordinated Indenture Securities may be waived by the holders of a majority in aggregate principal amount of the
affected Subordinated Indenture Securities, considered as one class.
Consolidation, Merger and Conveyance of Assets as an Entirety; No Financial Covenants
Subject to the provisions described in the next paragraph, each of PPL Capital Funding and PPL Corporation
has agreed in the Subordinated Indenture to preserve its corporate existence.
PPL Capital Funding and PPL Corporation have each also agreed not to consolidate with or merge into any
other entity or convey, transfer or lease its properties and assets substantially as an entirety to any entity unless:
•

the entity formed by such consolidation or into which PPL Capital Funding or PPL Corporation, as the case
may be, is merged or the entity which acquires or which leases its property and assets substantially as an
entirety is a corporation or limited liability company organized and existing under the laws of the United
States of America or any State thereof or the District of Columbia, and expressly assumes, by supplemental
indenture, the due and punctual payment of the principal, premium and interest on all the outstanding Notes
and the performance of all of its covenants under the Subordinated Indenture, and

•

immediately after giving effect to such transactions, no Event of Default (or other default under the
Subordinated Indenture after any applicable notice and/or cure period), and no event which after notice or
lapse of time or both would become an Event of Default (or such other default), will have occurred and be
continuing.

The Subordinated Indenture does not prevent or restrict:
•

any consolidation or merger after the consummation of which PPL Capital Funding or PPL Corporation would
be the surviving or resulting entity;

•

any consolidation of PPL Capital Funding with PPL Corporation or any other entity all of the outstanding
voting securities of which are owned, directly or indirectly, by PPL Corporation; or any merger of any such
entity into any other of such entities; or any conveyance or other transfer, or lease, or properties by any
thereof to any other thereof;

•

any conveyance or other transfer, or lease, of any part of the properties of PPL Capital Funding or PPL
Corporation which does not constitute the entirety, or substantially the entirety, thereof; or

•

the approval by PPL Capital Funding or PPL Corporation of, or the consent by PPL Capital Funding or PPL
Corporation to, any consolidation or merger to which any direct or indirect subsidiary or affiliate of PPL
Capital Funding or PPL Corporation, as the case requires, may be a party or any conveyance, transfer or
lease by any such subsidiary or affiliate of any of its assets.

Modification of Subordinated Indenture
Without Holder Consent. Without the consent of any holders of Subordinated Indenture Securities, PPL Capital
Funding, PPL Corporation and the Trustee may enter into one or more supplemental indentures for any of the following
purposes:
•

to evidence the succession of another entity to PPL Capital Funding or PPL Corporation;

•

to add one or more covenants or other provisions for the benefit of the holders of all or any series or tranche
of Subordinated Indenture Securities, or to surrender any right or power conferred upon PPL Capital Funding
or PPL Corporation;

•

to add any additional Events of Default for all or any series of Subordinated Indenture Securities;

•

to change or eliminate any provision of the Subordinated Indenture or to add any new provision to the
Subordinated Indenture that does not adversely affect the interests of the holders;

•

to provide security for the Subordinated Indenture Securities of any series;

•

to establish the form or terms of Subordinated Indenture Securities of any series or tranche as permitted by
the Subordinated Indenture;

•

to provide for the issuance of bearer securities;

•

to evidence and provide for the acceptance of appointment of a separate or successor Trustee;

•

to provide for the procedures required to permit the utilization of a noncertificated system of registration for
any series or tranche of Indenture Securities;

•

to change any place or places where:

•

•

principal, premium and interest may be payable,

•

Subordinated Indenture Securities may be surrendered for transfer or exchange, and

•

notices and demands to or upon PPL Capital Funding or PPL Corporation may be served; or

to cure any ambiguity, defect or inconsistency or to make any other changes that do not adversely affect the
interests of the holders in any material respect;

provided that PPL Capital Funding and PPL Corporation will not enter into any supplemental indenture with the Trustee
to add any additional Event of Default with respect to the 2013 Notes without the consent of the holders of at least a
majority in aggregate principal amount of outstanding Notes.
If the Trust Indenture Act is amended so as to require changes to the Subordinated Indenture or so as to permit
changes to, or the elimination of, provisions which, at the date of the Subordinated Indenture or at any time thereafter,
were required by the Trust Indenture Act to be contained in the Subordinated Indenture, the Subordinated Indenture will
be deemed to have been amended so as to conform to such amendment or to effect such changes or elimination, and
PPL Capital Funding, PPL Corporation and the Trustee may, without the consent of any holders, enter into one or more
supplemental indentures to effect or evidence such amendment.
With Holder Consent. Except as provided above, the consent of the holders of at least a majority in aggregate
principal amount of the Subordinated Indenture Securities of all outstanding series, considered as one class, is
generally required for the purpose of adding to, changing or eliminating any of the provisions of the Subordinated

Indenture pursuant to a supplemental indenture. However, if less than all of the series of outstanding Subordinated
Indenture Securities are directly affected by a proposed supplemental indenture, then such proposal only requires the
consent of the holders of a majority in aggregate principal amount of the outstanding Subordinated Indenture Securities
of all directly affected series, considered as one class. Moreover, if the Indenture Securities of any series have been
issued in more than one tranche and if the proposed supplemental indenture directly affects the rights of the holders of
Subordinated Indenture Securities of one or more, but less than all, of such tranches, then such proposal only requires
the consent of the holders of a majority in aggregate principal amount of the outstanding Subordinated Indenture
Securities of all directly affected tranches, considered as one class.
However, no amendment or modification may, without the consent of the holder of each outstanding
Subordinated Indenture Security directly affected thereby,
•

change the stated maturity date of the principal or interest on any Subordinated Indenture Security (other
than pursuant to the terms thereof and, in the case of the 2013 Notes, as described above under “Option to
Defer Interest Payments”), or reduce the principal amount, interest or premium payable or change the
currency in which any Subordinated Indenture Security is payable, or impair the right to bring suit to enforce
any payment;

•

reduce the percentages of holders whose consent is required for any supplemental indenture or waiver or
reduce the requirements for quorum and voting under the Subordinated Indenture; or

•

modify certain of the provisions in the Subordinated Indenture relating to supplemental indentures and
waivers of certain covenants and past defaults.

A supplemental indenture which changes or eliminates any provision of the Subordinated Indenture expressly
included solely for the benefit of holders of Subordinated Indenture Securities of one or more particular series or
tranches will be deemed not to affect the rights under the Subordinated Indenture of the holders of Subordinated
Indenture Securities of any other series or tranche.
PPL Capital Funding will be entitled to set any day as a record date for the purpose of determining the holders of
outstanding Subordinated Indenture Securities of any series entitled to give or take any demand, direction, consent or
other action under the Subordinated Indenture, in the manner and subject to the limitations provided in the
Subordinated Indenture. In certain circumstances, the Trustee also will be entitled to set a record date for action by
holders. If such a record date is set for any action to be taken by holders of particular Subordinated Indenture
Securities, such action may be taken only by persons who are holders of such Subordinated Indenture Securities at the
close of business on the record date.
The Subordinated Indenture provides that certain Subordinated Indenture Securities, including those for which
payment or redemption money has been deposited or set aside in trust as described under “Satisfaction and
Discharge” below, will not be deemed to be “outstanding” in determining whether the holders of the requisite principal
amount of the outstanding Subordinated Indenture Securities have given or taken any demand, direction, consent or
other action under the Subordinated Indenture as of any date, or are present at a meeting of holders for quorum
purposes.
Satisfaction and Discharge
Any Subordinated Indenture Securities or any portion will be deemed to have been paid for purposes of the
Subordinated Indenture, and at PPL Capital Funding’s election, the entire indebtedness of PPL Capital Funding and
PPL Corporation will be satisfied and discharged, if there shall have been irrevocably deposited with the Trustee or any
paying agent (other than PPL Capital Funding or PPL Corporation), in trust:
•

money sufficient,

•

in the case of a deposit made prior to the maturity of such Subordinated Indenture Securities,
nonredeemable Government Obligations (as defined in the Subordinated Indenture) sufficient, or

•

a combination of items listed in the preceding two bullet points, which in total are sufficient,

to pay when due the principal of, and any premium, and interest due and to become due on such Subordinated
Indenture Securities or portions thereof on and prior to the maturity thereof.
The Subordinated Indenture will be deemed satisfied and discharged when no Subordinated Indenture
Securities remain outstanding and when all other sums payable by PPL Capital Funding or PPL Corporation have been
paid under the Subordinated Indenture.
All moneys deposited with the Trustee or any paying agent, or then held by PPL Capital Funding, in trust for the
payment of principal, premium or interest on Subordinated Indenture Securities which remain unclaimed at the end of

two years after payments have become due will be paid to or upon the order of PPL Capital Funding. Thereafter, the
holder of such Subordinated Indenture Security may look only to PPL Capital Funding and PPL Corporation for
payment.
Agreement by Holders to Certain Tax Treatment
Each holder of the 2013 Notes will, by accepting the 2013 Notes or a beneficial interest therein, be deemed to
have agreed that the holder intends that the 2013 Notes constitute debt and will treat the 2013 Notes as debt for United
States federal, state and local tax purposes.
Resignation and Removal of the Trustee; Deemed Resignation
The Trustee may resign at any time by giving written notice to PPL Capital Funding and PPL Corporation.
The Trustee may also be removed by act of the holders of a majority in principal amount of the then outstanding
Subordinated Indenture Securities of any series.
No resignation or removal of the Trustee and no appointment of a successor Trustee will become effective until
the acceptance of appointment by a successor Trustee in accordance with the requirements of the Subordinated
Indenture.
Under certain circumstances, PPL Capital Funding may appoint a successor Trustee and if the successor
accepts, the Trustee will be deemed to have resigned.
Notices
Notices to holders of the 2013 Notes will be given by mail to the addresses of the holders as they may appear in
the security register.
Title
PPL Capital Funding, PPL Corporation, the Trustee, and any agent of PPL Capital Funding, PPL Corporation or
the Trustee, will treat the person or entity in whose name Notes are registered as the absolute owner of those Notes
(whether or not the 2013 Notes may be overdue) for the purpose of making payments and for all other purposes
irrespective of notice to the contrary.
Governing Law
The Subordinated Indenture and the 2013 Notes provide that they are governed by and construed in accordance
with the laws of the State of New York, except to the extent the Trust Indenture Act shall be applicable.
Regarding the Trustee
The Trustee is The Bank of New York Mellon (“BNYM”). In addition to acting as Trustee, BNYM also maintains
various banking and trust relationships with PPL Capital Funding and PPL Corporation and some of their affiliates.
Book-Entry Only Issuance
The 2013 Notes settled through DTC. The 2013 Notes are represented by one or more global certificates and
registered in the name of Cede & Co., DTC’s nominee. Upon the initial issuance of the 2013 Notes, DTC or its nominee
initially credited, on its book-entry registration and transfer system, the principal amount of the 2013 Notes represented
by such global securities to the accounts of institutions that have an account with DTC or its participants. The accounts
so credited were designated by the underwriters. Ownership of beneficial interests in the global securities is limited to
participants or persons that may hold interests through participants. The global certificates were deposited with the
Trustee as custodian for DTC.
Investors may hold interests in a global security through DTC, Clearstream Banking, société anonyme
(“Clearstream”), or Euroclear Bank S.A./N.V., as operator of the Euroclear System (“Euroclear”), directly if they are
participants in such systems, or indirectly through organizations which are participants in such systems. Clearstream
and Euroclear will hold interests on behalf of their participants through customers’ securities accounts in Clearstream’s
and Euroclear’s names on the books of their respective depositaries, which in turn will hold such interests in customers’
securities accounts in the depositaries’ names on DTC’s books.
The laws of some jurisdictions may require that some purchasers of securities take physical delivery of securities
in certificated form. These laws may impair the ability to transfer beneficial interests in the 2013 Notes so long as the
2013 Notes are represented by global security certificates.
DTC. DTC is a clearing corporation within the meaning of the New York Uniform Commercial Code and a
clearing agency registered under Section 17A of the Exchange Act. DTC holds securities for its participants. DTC also

facilitates the post-trade settlement of securities transactions among its participants through electronic computerized
book-entry transfers and pledges in the participants’ accounts. This eliminates the need for physical movement of
securities certificates. The participants include securities brokers and dealers, banks, trust companies, clearing
corporations and certain other organizations. DTC is a wholly owned subsidiary of The Depository Trust & Clearing
Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed
Income Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its
regulated subsidiaries. Access to the DTC system is also available to others such as both U.S. and non-U.S. securities
brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain a custodial
relationship with a Direct Participant, either directly or indirectly. The rules that apply to DTC and those using its system
are on file with the SEC.
Purchases of the 2013 Notes within the DTC system must be made through participants, who will receive a
credit for the 2013 Notes on DTC’s records. The beneficial ownership interest of each purchaser will be recorded on the
appropriate participant’s records. Beneficial owners will not receive written confirmation from DTC of their purchases,
but beneficial owners should receive written confirmations of the transactions, as well as periodic statements of their
holdings, from the participants through whom they purchased Notes. Transfers of ownership in the 2013 Notes are to
be accomplished by entries made on the books of the participants acting on behalf of beneficial owners. Beneficial
owners will not receive certificates for their Notes, except if use of the book-entry system for the 2013 Notes is
discontinued.
To facilitate subsequent transfers, all Notes deposited by participants with DTC are registered in the name of
DTC’s nominee, Cede & Co. The deposit of the 2013 Notes with DTC and their registration in the name of Cede & Co.
effects no change in beneficial ownership. DTC has no knowledge of the actual beneficial owners of the 2013 Notes.
DTC’s records reflect only the identity of the participants to whose accounts such Notes are credited. These
participants may or may not be the beneficial owners. Participants will remain responsible for keeping account of their
holdings on behalf of their customers.
Conveyance of notices and other communications by DTC to participants, and by participants to beneficial
owners, will be governed by arrangements among them, subject to any statutory or regulatory requirements as may be
in effect from time to time. Beneficial owners of Notes may wish to take certain steps to augment transmission to them
of notices of significant events with respect to the 2013 Notes, such as redemptions, tenders, defaults and proposed
amendments to the Subordinated Indenture. Beneficial owners of the 2013 Notes may wish to ascertain that the
nominee holding the 2013 Notes has agreed to obtain and transmit notices to the beneficial owners.
Redemption notices will be sent to Cede & Co., as registered holder of the 2013 Notes. If less than all of the
2013 Notes are being redeemed, DTC’s practice is to determine by lot the amount of Notes of each participant to be
redeemed.
Neither DTC nor Cede & Co. will itself consent or vote with respect to Notes, unless authorized by a participant
in accordance with DTC’s procedures. Under its usual procedures, DTC would mail an omnibus proxy to PPL Capital
Funding as soon as possible after the record date. The omnibus proxy assigns the consenting or voting rights of Cede
& Co. to those participants to whose accounts the 2013 Notes are credited on the record date. PPL Capital Funding
and PPL Corporation believe that these arrangements will enable the beneficial owners to exercise rights equivalent in
substance to the rights that can be directly exercised by a registered holder of the 2013 Notes.
Payments of redemption proceeds, principal of, and interest on the 2013 Notes will be made to Cede & Co., or
such other nominee as may be requested by DTC. DTC’s practice is to credit participants’ accounts upon DTC’s receipt
of funds and corresponding detail information from PPL Capital Funding or its agent, on the payment date in
accordance with their respective holdings shown on DTC’s records. Payments by participants to beneficial owners will
be governed by standing instructions and customary practices. Payments will be the responsibility of participants and
not of DTC, the Trustee, PPL Capital Funding or PPL Corporation, subject to any statutory or regulatory requirements
as may be in effect from time to time. Payment of redemption proceeds, principal and interest to Cede & Co. (or such
other nominee as may be requested by DTC) is the responsibility of PPL Capital Funding. Disbursement of payments
to participants is the responsibility of DTC, and disbursement of payments to the beneficial owners is the responsibility
of participants.
Except as provided in the prospectus supplement relating to the 2013 Notes, a beneficial owner will not be
entitled to receive physical delivery of the 2013 Notes. Accordingly, each beneficial owner must rely on the procedures
of DTC to exercise any rights under the 2013 Notes.
DTC may discontinue providing its services as securities depositary with respect to the 2013 Notes at any time
by giving reasonable notice to PPL Capital Funding. In the event no successor securities depositary is obtained,
certificates for the 2013 Notes will be printed and delivered. PPL Capital Funding and PPL Corporation may decide to
replace DTC or any successor depositary. Additionally, subject to the procedures of DTC, PPL Capital Funding and
PPL Corporation may decide to discontinue use of the system of book-entry transfers through DTC (or a successor

depositary) with respect to some or all of the 2013 Notes. In that event, certificates for such Notes will be printed and
delivered. If certificates for Notes are printed and delivered,
•

the 2013 Notes will be issued in fully registered form without coupons;

•

a holder of certificated Notes would be able to exchange those Notes, without charge, for an equal aggregate
principal amount of Notes of the same series, having the same issue date and with identical terms and
provisions; and

•

a holder of certificated Notes would be able to transfer those Notes without cost to another holder, other than
for applicable stamp taxes or other governmental charges.

However, PPL Capital Funding shall not be required to make transfers or exchanges of certificated Notes for a
period of 15 days next preceding any notice identifying Notes to be redeemed, and PPL Capital Funding shall not be
required to make transfers or exchanges of any certificated Notes designated in whole or in part for redemption, except
the unredeemed portion of any 2013 Note being redeemed in part.
Clearstream. Clearstream is incorporated under the laws of Luxembourg as a professional depositary.
Clearstream holds securities for its participating organizations (“Clearstream Participants”) and facilitates the clearance
and settlement of securities transactions between Clearstream Participants through electronic book-entry changes in
accounts of Clearstream Participants, thereby eliminating the need for physical movement of certificates. Clearstream
provides to Clearstream Participants, among other things, services for safekeeping, administration, clearance and
settlement of internationally traded securities and securities lending and borrowing. Clearstream interfaces with
domestic markets in several countries. As a registered bank in Luxembourg, Clearstream is subject to regulation by the
Luxembourg Commission for the Supervision of the Financial Sector, also known as Commission de Surveillance du
Secteur Financier. Clearstream Participants are recognized financial institutions around the world, including
underwriters, securities brokers and dealers, banks, trust companies, clearing corporations and certain other
organizations and may include the underwriters. Indirect access to Clearstream is also available to others such as
banks, brokers, dealers and trust companies that clear through or maintain a custodial relationship with a Clearstream
Participant, either directly or indirectly.
Distributions with respect to interests in the 2013 Notes held beneficially through Clearstream will be credited to
cash accounts of Clearstream Participants in accordance with Clearstream’s rules and procedures, to the extent
received by DTC for Clearstream.
Euroclear. Euroclear was created in 1968 to hold securities for participants of Euroclear (“Euroclear
Participants”) and to clear and settle transactions between Euroclear Participants through simultaneous electronic
book-entry delivery against payment, thereby eliminating the need for physical movement of certificates and any risk
from lack of simultaneous transfers of securities and cash. Euroclear provides various other services, including
securities lending and borrowing and interfaces with domestic markets in several countries. Euroclear is operated by
Euroclear Bank S.A./N.V. (“Euroclear Operator”). All operations are conducted by the Euroclear Operator, and all
Euroclear securities clearance accounts and Euroclear cash accounts are accounts with the Euroclear Operator.
Euroclear Participants include banks (including central banks), securities brokers and dealers and other professional
financial intermediaries and may include the underwriters. Indirect access to Euroclear is also available to other firms
that clear through or maintain a custodial relationship with a Euroclear Participant, either directly or indirectly. Securities
clearance accounts and cash accounts with the Euroclear Operator are governed by the terms and conditions
governing use of Euroclear and the related operating procedures of Euroclear, and applicable Belgian law, which are
referred to collectively as the Terms and Conditions. The Terms and Conditions govern transfers of securities and cash
within Euroclear, withdrawals of securities and cash from Euroclear, and receipts of payments with respect to securities
in Euroclear. All securities in Euroclear are held on a fungible basis without attribution of specific certificates to specific
securities clearance accounts. The Euroclear Operator acts under the Terms and Conditions only on behalf of
Euroclear Participants and has no records of or relationship with persons holding through Euroclear Participants.
Investors that acquire, hold and transfer interests in the 2013 Notes by book-entry through accounts with
Euroclear or any other securities intermediary are subject to the laws and contractual provisions governing their
relationship with their intermediary, as well as the laws and contractual provisions governing the relationship between
such an intermediary and each other intermediary, if any, standing between themselves and the global securities.
Global Clearance and Settlement Procedures. Initial settlement for the 2013 Notes was made in immediately
available funds. Secondary market trading between DTC participants will occur in the ordinary way in accordance with
DTC’s rules and will be settled in immediately available funds using DTC’s same-day funds settlement system.
Secondary market trading between Clearstream Participants and/or Euroclear Participants will occur in the ordinary
way in accordance with the applicable rules and operating procedures of Clearstream and Euroclear, as applicable.

Cross-market transfers between persons holding directly or indirectly through DTC on the one hand, and directly
or indirectly through Clearstream Participants or Euroclear Participants, on the other, will be effected through DTC in
accordance with DTC’s rules; however, such cross-market transactions will require delivery of instructions to
Clearstream and Euroclear, as applicable, by the counterparty in such system in accordance with its rules and
procedures and within its established deadlines, in European time.
Because of time-zone differences, credits of the 2013 Notes received in Clearstream or Euroclear as a result of
a transaction with a DTC participant will be made during subsequent securities settlement processing and dated the
business day following the DTC settlement date. Such credits or any transactions in the 2013 Notes settled during such
processing will be reported to the relevant Clearstream Participant or Euroclear Participants on such following business
day. Cash received in Clearstream or Euroclear as a result of sales of the 2013 Notes by or through a Clearstream
Participant or a Euroclear Participant to a DTC participant will be received with value on the DTC settlement date but
will be available in the relevant Clearstream or Euroclear cash account only as of the business day following settlement
in DTC.
Although DTC, Clearstream and Euroclear have agreed to the foregoing procedures in order to facilitate
transfers of the interests in the global 2013 Notes certificates among participants of DTC, Clearstream and Euroclear,
DTC, Clearstream and Euroclear are under no obligation to perform or continue to perform such procedures and such
procedures may be changed or discontinued at any time. Neither PPL Corporation nor PPL Capital Funding will have
any responsibility for the performance by DTC, Clearstream and Euroclear or their direct participants or indirect
participants under the rules and procedures governing DTC, Clearstream or Euroclear, as the case may be.
The information in this section concerning DTC, DTC’s book-entry system, Clearstream, Clearstream’s bookentry system, Euroclear and Euroclear’s book-entry system has been obtained from sources that PPL Capital Funding
and PPL Corporation believe to be reliable. Neither PPL Capital Funding nor PPL Corporation take any responsibility
for the accuracy of this information.
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DESCRIPTION OF THE REGISTRANT’S SECURITIES
REGISTERED PURSUANT TO SECTION 12 OF THE
SECURITIES EXCHANGE ACT OF 1934
PPL Electric Utilities Corporation’s common stock (the “Common Stock”) is registered under Section 12 of the
Securities Exchange Act of 1934, as amended.
Common Stock
The following description of PPL Electric Utilities Corporation’s common stock and the related provisions of its
Amended and Restated Articles of Incorporation and Bylaws are summaries and are qualified by reference to its
Amended and Restated Articles of Incorporation and Bylaws, which have been previously filed with the Securities and
Exchange Commission (“SEC”) and incorporated by reference as exhibits to this registration statement, as well as to
applicable Pennsylvania law.
General. PPL Electric Utilities Corporation (the “Company”) is authorized to issue up to 190,629,936 shares, of
which 170,000,000 shares are shares of Common Stock, without nominal or par value (the “Common Stock”). PPL
Corporation, the Company’s parent, owns and holds all 170,000,000 shares of the Company’s outstanding Common
Stock. The Board of Directors has the full authority permitted by law to divide the authorized and unissued shares into
classes or series, or both, and to determine for any such class or series its designation and the number of shares of the
class or series and the voting rights, preferences, limitations and special rights, if any, of the shares of the class or
series. There are no shares of preferred stock outstanding.
Dividends. Subject to the restrictions referred to below and to the preferential rights of any preferred stock,
dividends on the Common Stock will be paid if, when and as determined by the board of directors of the Company out
of funds legally available for this purpose. The Company is subject to Section 305(a) of the Federal Power Act, which
makes it unlawful for a public utility to make or pay a dividend from any funds “properly included in capital account.”
The meaning of this limitation has not been clarified under the Federal Power Act. The Company believes, however,
that this statutory restriction, as applied to its circumstances, would not be construed or applied by the Federal Energy
Regulatory Commission to prohibit the payment from retained earnings of dividends that are not excessive and are for
lawful and legitimate business purposes.
Voting Rights. Holders of the Company’s Common Stock are entitled to one vote per share on all matters
presented to shareholders. Except as otherwise provided in the Articles of Incorporation, Bylaws or the Pennsylvania
Business Corporation Law, whenever any corporate action is to be taken by vote of the shareholders, it shall be
authorized upon receiving the affirmative vote of a majority of the votes cast by all shareholders entitled to vote thereon
and, if any shareholders are entitled to vote thereon as a class, upon receiving the affirmative vote of a majority of the
votes cast by the shareholders entitled to vote as a class.
In the election of directors, each shareholder entitled to vote shall have the right to multiply the number of votes
to which he may be entitled by the total number of directors to be elected in the same election by the holders of the
class of shares of which his shares are a part, and he may cast the whole number of such votes for one candidate or
he may distribute them among any two or more candidates. The Company’s Bylaws provide that the number of
directors shall be fixed from time to time by resolution of the board of directors. Each director holds office until the
expiration of the term for which he or she was selected and until a successor shall have been elected and qualified or
until his or her earlier death, resignation or removal. Any director may be removed from office by vote of shareholders
only upon the affirmative vote of the shareholders entitled to cast at least two-thirds of the votes which all shareholders
would be entitled to cast at any annual election of directors and upon any additional vote of shareholders that may be
required by law.
The Company’s Bylaws also provide for certain notice requirements for shareholder nominations and proposals
at annual and special meetings.
Liquidation Rights. After satisfaction of the preferential liquidation rights of any preferred stock, the holders of
Common Stock are entitled to receive all further dividends and shares upon liquidation, dissolution, winding up or
distribution.
Preemptive and Other Rights. The holders of Common Stock do not have preemptive rights as to additional
issues of Common Stock or conversion rights. The shares of Common Stock are not subject to redemption or to any
further calls or assessments and are not entitled to the benefit of any sinking fund provisions.
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THIS AMENDED AND RESTATED TRUST DEED is made on 12 August 2019
BETWEEN:
(1)

WESTERN POWER DISTRIBUTION (EAST MIDLANDS) PLC, WESTERN POWER DISTRIBUTION (SOUTH WALES)
PLC, WESTERN POWER DISTRIBUTION (SOUTH WEST) PLC and WESTERN POWER DISTRIBUTION (WEST
MIDLANDS) PLC (each an “Issuer” and together the “Issuers”); and

(2)

HSBC CORPORATE TRUSTEE COMPANY (UK) LIMITED (the “Note Trustee”, which expression, where the context so admits,
includes any other trustee or the trustees for the time being of this Trust Deed).

WHEREAS:
(A)

The Issuers have established a note programme pursuant to which the Issuers propose to issue from time to time euro medium term
notes in an aggregate nominal amount outstanding at any one time not exceeding the Programme Limit in accordance with the Dealer
Agreement (the “Programme”). Notes issued by each Issuer are obligations solely of that Issuer (the “Relevant Issuer”) and are
without any recourse whatsoever to any other Issuer.

(B)

The Issuers have made applications to the United Kingdom Financial Conduct Authority (the “FCA”) for Notes issued under the
Programme to be to be admitted to listing on the Official List of the FCA and to trading on the Regulated Market of the London Stock
Exchange plc. The Regulated Market of the London Stock Exchange plc is a regulated market for the purposes of Directive 2014/65/EU
on markets in financial instruments, as amended or superseded (“MIFID”). The Notes may be admitted to trading on other regulated
markets (as defined in MIFID). Notes may also be issued on the basis that they will not be admitted to listing, trading and/or quotation
by any competent authority, stock exchange and/or quotation system or that they will be admitted to listing, trading and/or quotation on
such unregulated markets as may be agreed with the Relevant Issuer (“Exempt Notes”).

(C)

In connection with the Programme, the Issuers have prepared a prospectus dated 12 August 2019. The Prospectus has been approved by
the FCA as competent authority under Regulation (EU) 2017/1129, as amended or superseded (the “Prospectus Regulation”). The
FCA has neither approved nor reviewed the information contained in the Prospectus in connection with the Exempt Notes.

(D)

Notice of the aggregate nominal amount of the Notes, interest (if any) payable in respect of the Notes, and the issue price of the Notes
and certain other information which is applicable to each Tranche (as defined below) of the Notes will (other than in the case of Exempt
Notes) be set out in a separate document containing the final terms for that Tranche (the “Final Terms”). In the case of Exempt Notes,
notice of the aggregate nominal amount of Notes, interest (if any) payable in respect of the Notes, and the issue price of the Notes and
certain other information which is applicable to each Tranche will be set out in a pricing supplement document (the “Pricing
Supplement”).

(E)

In connection with the Programme, Western Power Distribution (South Wales) plc, Western Power Distribution (South West) plc,
Western Power Distribution (East Midlands) plc and Western Power Distribution (West Midlands) plc and the Note Trustee entered into
an amended and restated trust deed dated 14 August 2018 (the “Original Trust Deed”). The Issuers and the Note Trustee wish to
amend and restate the Original Trust Deed.

(F)

The Original Trust Deed shall be amended and restated on the terms of this Trust Deed. Except as provided below, any Notes issued on
or after the date of this Trust Deed shall be issued pursuant to this Trust Deed. This does not affect any Notes issued prior to the date of
this Trust Deed or any Notes issued on or after the date of this Trust Deed so as to be consolidated and form a single Series issued prior
to the date of this Trust Deed. Subject to such amendment and restatement, the Original Trust Deed shall continue in full force and
effect. The Original Trust Deed as amended by this Amended and Restated Trust Deed is referred to herein as the “Trust Deed”.

(G)

The Note Trustee has agreed to act as trustee of this Trust Deed on the following terms and conditions.

THIS DEED WITNESSES AND IT IS DECLARED as follows:
1.

INTERPRETATION

1.1

Definitions
In this Trust Deed:
“Agency Agreement” means the amended and restated agency agreement relating to the Programme dated 10 September 2013 between
the Issuers, the Note Trustee, the Issuing and Paying Agent and the other agents mentioned in it.
“Agents” means the Issuing and Paying Agent, the Paying Agents, the Calculation Agent, the Registrar, the Transfer Agents or any of
them.
“Applicable Law” means any law or regulation including, but not limited to (a) any statute or regulation, (b) any rule or practice of any
authority by which the Relevant Issuer is bound or with which it is accustomed to comply, (c) any agreement between any authorities
and (d) any customary agreement between any authority and any party.
“Bearer Note” means a Note that is in bearer form, and includes any replacement Bearer Note issued pursuant to the Conditions and
any temporary Global Note or permanent Global Note.
“Calculation Agent” means, in relation to the Notes of any Series, the person named as such in the Conditions or any Successor
Calculation Agent.
“Certificate” means a registered certificate representing one or more Registered Notes of the same Series and, save as provided in the
Conditions, comprising the entire holding by a Noteholder of his Registered Notes of that Series and, save in the case of Global
Certificates, being substantially in the form set out in Schedule 3.
“CGN” means a temporary Global Note in the form set out in Part 1 of Schedule 1 (Form of CGN Temporary Global Note) or a
permanent Global Note in the form set out in Part 2 of Schedule 1 (Form of CGN Permanent Global Note).
“Clearstream, Luxembourg” means Clearstream Banking S.A.
“Common Safekeeper” means, in relation to a Series where the relevant Global Note is a NGN or the relevant Global Certificate is
held under the NSS, the common safekeeper for Euroclear and Clearstream, Luxembourg appointed in respect of such Notes.
“Conditions” means in respect of the Notes of each Series, the terms and conditions applicable thereto which shall be substantially in
the form set out in Schedule 4 (Terms and Conditions of the Notes) or in such other form as may be agreed between the Relevant Issuer,
the Issuing and

Paying Agent, the Note Trustee and the Relevant Dealer as modified, with respect to any Notes represented by a Global Certificate or a
Global Note, by the provisions of such Global Certificate or Global Note, and shall incorporate any additional provisions forming part
of such terms and conditions set out in Part A of the Final Terms relating to the Notes of that Series and shall be endorsed on the
Definitive Notes and any reference to a particularly numbered Condition shall be construed accordingly.
“Contractual Currency” means, in relation to any payment obligation of any Note, the currency in which that payment obligation is
expressed and, in relation to Clause 11 (Provisions supplemental to the Trustee Act 1925 and the Trustee Act 2000), pounds sterling or
such other currency as may be agreed between the Relevant Issuer and the Note Trustee from time to time.
“Coupons” means the bearer coupons relating to interest bearing Bearer Notes or, as the context may require, a specific number of
them and includes any replacement Coupons issued pursuant to the Conditions.
“Dealer Agreement” means the amended and restated Dealer Agreement relating to the Programme dated 12 August 2019 between the
Issuers, NatWest Markets Plc and the other dealers and arrangers named in it.
“Definitive Note” means a Bearer Note in definitive form having, where appropriate, Coupons and/or a Talon attached on issue and,
unless the context requires otherwise, means a Certificate (other than a Global Certificate) and includes any replacement Note or
Certificate issued pursuant to the Conditions.
“Euroclear” means Euroclear Bank SA/NV.
“Eurosystem-eligible NGN” means a NGN which is intended to be held in a manner which would allow Eurosystem eligibility, as
stated in the applicable Final Terms.
“Event of Default” means an event described in Condition 12 (Events of Default) of the Conditions that, if so required by that
Condition, has been certified by the Note Trustee to be, in its opinion, materially prejudicial to the interests of the Noteholders.
“Extraordinary Resolution” has the meaning set out in Schedule 7 (Provisions for Meetings of Noteholders).
“Final Terms” means, in relation to a Tranche, the Final Terms issued specifying the relevant issue details of such Tranche,
substantially in the form of Schedule C (Form of Final Terms) to the Dealer Agreement.
“FSMA” means the Financial Services and Markets Act 2000.
“Global Certificate” means a Certificate substantially in the form set out in Part 5 of Schedule 1 (Form of Global Certificate)
representing Registered Notes of one or more Tranches of the same Series.
“Global Note” means a temporary Global Note and/or, as the context may require, a permanent Global Note, a CGN and/or a NGN, as
the context may require.
“holder” in relation to a Note, Coupon or Talon, and “Couponholder” and “Noteholder” have the meanings given to them in the
Conditions.
“Issuing and Paying Agent” means the person named as such in the Conditions or any Successor Issuing and Paying Agent in each
case at its specified office.

“Liabilities” means in respect of any person, any losses, damages, costs, charges, awards, claims, demands, expenses, judgments,
actions, proceedings, or other liabilities whatsoever including legal fees and Taxes and penalties incurred by that person (but, for the
avoidance of doubt, in each case, excluding tax on net income, profits or gains), together with any irrecoverable VAT charged or
chargeable in respect of any sums referred to in this definition.
“Market” means the regulated market of the London Stock Exchange.
“Moody’s” means Moody’s Investors Service Limited or any of its subsidiaries and their successors.
“NGN” or “New Global Note” means a temporary Global Note in the form set out in Part 3 of Schedule 1 (Form of NGN Temporary
Global Note) or a permanent Global Note in the form set out in Part 4 of Schedule 1 (Form of NGN Permanent Global Note).
“NSS” means the new safekeeping structure which applies to Registered Notes held in global form by a Common Safekeeper for
Euroclear and Clearstream, Luxembourg and which is required for such Registered Notes to be recognised as eligible collateral for
Eurosystem monetary policy and intra‑day credit operations.
“Non-eligible NGN” means a NGN which is not intended to be held in a manner which would allow Eurosystem eligibility, as stated in
the applicable Final Terms.
“Notes” means the euro medium term notes to be issued by the Issuers pursuant to the Dealer Agreement, constituted by this Trust
Deed and for the time being outstanding or, as the context may require, a specific number of them and, in respect of an Issuer shall only
refer to the Notes issued by it.
“outstanding” means, in relation to the Notes, all the Notes issued except (a) those that have been redeemed in accordance with this
Trust Deed, (b) those that have been redeemed in accordance with the Conditions, (c) those in respect of which the date for redemption
has occurred and the redemption moneys (including all interest accrued on such Notes to the date for such redemption and any interest
payable after such date) have been duly paid to the Note Trustee or to the Issuing and Paying Agent as provided in Clause 2 (Issue of
Notes and Covenant to pay) and in the manner provided in the Agency Agreement and remain available for payment against
presentation and surrender of Notes, Certificates and/or Coupons, as the case may be in accordance with the Conditions, (d) those that
have become void or in respect of which claims have become prescribed, (e) those that have been purchased and cancelled as provided
in the Conditions and notice of the cancellation of which has been given to the Note Trustee, (f) those mutilated or defaced Bearer
Notes that have been surrendered or cancelled in exchange for replacement Bearer Notes, (g) (for the purpose only of determining how
many Notes are outstanding and without prejudice to their status for any other purpose) those Bearer Notes alleged to have been lost,
stolen or destroyed and in respect of which replacement Notes have been issued, (h) any temporary Global Note to the extent that it
shall have been exchanged for a permanent Global Note and any Global Note to the extent that it shall have been exchanged for one or
more Definitive Notes, in either case pursuant to its provisions provided that for the purposes of (1) ascertaining the right to attend and
vote at any meeting of the Noteholders, (2) the determination of how many Notes are outstanding for the purposes of Conditions 12
(Events of Default) and 13 (Meetings of Noteholders, Modification, Waiver and Substitution) Schedule 7 (Provisions for Meetings of
Noteholders), (3) the exercise of any discretion, power or authority that the Note Trustee is required, expressly or impliedly, to exercise
in or by reference to the interests of the Noteholders and (4) the certification (where relevant) by the Note Trustee as to whether an
Event of Default is in its opinion materially prejudicial to the interests of the Noteholders, those Notes that are beneficially held by or
on behalf of the Relevant Issuer and

not cancelled shall (unless no longer so held) be deemed not to remain outstanding. Save for the purposes of the proviso herein, in the
case of each NGN, the Note Trustee shall rely on the records of Euroclear and Clearstream, Luxembourg in relation to any
determination of the nominal amount outstanding of each NGN.
“Offering Circular” means the offering circular relating to the Notes (which term shall include those documents incorporated by
reference into it in accordance with its terms and save as provided therein) as from time to time amended, supplemented or replaced
and, in relation to each Tranche, the applicable Pricing Supplement.
“Paying Agents” means the persons (including the Issuing and Paying Agent) referred to as such in the Conditions or any Successor
Paying Agents in each case at their respective specified offices.
“permanent Global Note” means a Global Note representing Bearer Notes of one or more Tranches of the same Series, either on issue
or upon exchange of a temporary Global Note, or part of it, and which shall be substantially in the form set out in Part 2 (Form of CGN
Temporary Global Note) or Part 4 (Form of CGN Temporary Global Note) of Schedule 1, as the case may be.
“Pricing Supplement” means, in relation to any Tranche of Exempt Notes, the pricing supplement issued specifying the relevant issue
details of such Tranche, substantially in the form of Schedule D (Form of Pricing Supplement) to the Dealer Agreement.
“Procedures Memorandum” means administrative procedures and guidelines relating to the settlement of issues of Notes as shall be
agreed upon from time to time by the Issuers, the Note Trustee, the Permanent Dealers (as defined in the Dealer Agreement) and the
Issuing and Paying Agent and which, at the date of this Trust Deed, are set out in Schedule A (Procedures Memorandum) to the Dealer
Agreement.
“Programme Limit” means the maximum aggregate nominal amount of Notes that may be issued and outstanding at any time under
the Programme, as such limit may be increased pursuant to the Dealer Agreement.
“Put Event” has the meaning given to it in Condition 6 (Redemption, Purchase and Options).
“Put Option” has the meaning given to it in Condition 6 (Redemption, Purchase and Options).
“Redemption Amount” means the Final Redemption Amount, Early Redemption Amount or Optional Redemption Amount, as the
case may be, all as defined in the Conditions.
“Register” means the register maintained by the Registrar at its specified office.
“Registered Note” means a Note in registered form.
“Registrar” means the person named as such in the Conditions or any Successor Registrar in each case at its specified office.
“S&P” means Standard & Poor’s Credit Market Services Europe Limited or any of its subsidiaries and their successors.
“Series” means a series of Notes comprising one or more Tranches, whether or not issued on the same date, that (except in respect of
the first payment of interest and their issue price) have identical terms on issue and are expressed to have the same series number.

“specified office” means, in relation to a Paying Agent, the Registrar or a Transfer Agent the office identified with its name at the end
of the Conditions or any other office approved by the Note Trustee and notified to Noteholders pursuant to Clause 9(n) (Change in
Agents).
“Successor” means, in relation to an Agent such other or further person as may from time to time be appointed by the Issuers as such
Agent with the written approval of, and on terms approved in writing by, the Note Trustee and notice of whose appointment is given to
Noteholders pursuant to Clause 9(n) (Change in Agents).
“Talons” mean talons for further Coupons or, as the context may require, a specific number of them and includes any replacement
Talons issued pursuant to the Conditions.
“TARGET System” means the Trans-European Automated Real-Time Gross Settlement Express Transfer (known as TARGET2)
System or any successor thereto.
“Tax” shall be construed so as to include any present or future tax, levy, impost, duty, charge, fee, deduction or withholding of any
nature whatsoever (including any penalty or interest payable in connection with any failure to pay or any delay in paying any of the
same, but excluding taxes on net income, profits or gains) imposed or levied by or on behalf of any Tax Authority in the jurisdiction of
the Relevant Issuer and Taxes shall be construed accordingly.
“Tax Authority” means any government, state or municipality or any local, state, federal or other authority, body or official anywhere
in the world exercising a fiscal, revenue, customs or excise function (including, without limitation, Her Majesty’s Revenue and
Customs).
“temporary Global Note” means a Global Note representing Bearer Notes of one or more Tranches of the same Series on issue and
which shall be substantially in the form set out in Part 1 of Schedule 1 (Form of CGN Temporary Global Note) or Part 3 of Schedule 1
(Form of NGN Temporary Global Note), as the case may be.
“Tranche” means, in relation to a Series, those Notes of that Series that are issued on the same date at the same issue price and in
respect of which the first payment of interest is identical.
“Transfer Agents” means the persons (including the Registrar) referred to as such in the Conditions or any Successor Transfer Agents
in each case at their specified offices.
“trust corporation” means a trust corporation (as defined in the Law of Property Act 1925) or a corporation entitled to act as a trustee
pursuant to applicable foreign legislation relating to trustees.
“VAT” means value added tax provided for in the VAT Legislation and any other tax of a similar fiscal nature whether imposed in the
United Kingdom (instead of or in addition to value added tax) or elsewhere.
“VAT Legislation” means the Value Added Tax Act 1994.
1.2

Construction of Certain References
References to:
(a)

the records of Euroclear and Clearstream, Luxembourg shall be to the records that each of Euroclear and Clearstream,
Luxembourg holds for its customers which reflect the amount of such customers’ interests in the Notes;

1.3

(b)

costs, charges, remuneration or expenses include any value added, turnover or similar tax charged in respect thereof; and

(c)

an action, remedy or method of judicial proceedings for the enforcement of creditors’ rights include references to the action,
remedy or method of judicial proceedings in jurisdictions other than England as shall most nearly approximate thereto.

Headings
Headings shall be ignored in construing this Trust Deed.

1.4

Offering Circular and Pricing Supplement

1.5

In this Trust Deed, all references to “Final Terms” shall be deemed to include references to “Pricing Supplement”, and all references
to “Prospectus” in this Agreement shall be deemed to include references to the “Offering Circular”, unless the context requires
otherwise.

1.6

Legislation
Any reference in this Trust Deed to any legislation (whether primary legislation or regulations or other subsidiary legislation made
pursuant to primary legislation) shall be construed as a reference to such legislation as the same may have been, or may from time to
time be, amended or re-enacted.

1.7

Contracts
References in this Trust Deed to this Trust Deed or any other document are to this Trust Deed or those documents as amended,
supplemented or replaced from time to time in relation to the Programme and include any document that amends, supplements or
replaces them.

1.8

Schedules
The Schedules are part of this Trust Deed and have effect accordingly.

1.9

Alternative Clearing System
References in this Trust Deed to Euroclear and/or Clearstream, Luxembourg shall, wherever the context so permits, be deemed to
include reference to any additional or alternative clearing system approved by the Issuers, the Note Trustee and the Issuing and Paying
Agent. In the case of NGNs or Global Certificates held under the NSS, such alternative clearing system must also be authorised to hold
such Notes as eligible collateral for Eurosystem monetary policy and intra-day credit operations.

1.10

Contracts (Rights of Third Parties) Act 1999
A person who is not a party to this Trust Deed has no right under the Contracts (Rights of Third Parties) Act 1999 to enforce any term
of this Trust Deed except and to the extent (if any) that this Trust Deed expressly provides for such Act to apply to any of its terms.

1.11

Final Terms
In the event of any inconsistency between the Trust Deed and the Final Terms, the Final Terms shall prevail.

1.12

Regulated markets

Any reference in this Trust Deed to a regulated market shall be construed as a reference to a regulated market within the meaning given
in MIFID.
1.13

Amendment and Restatement
The Original Trust Deed shall be amended and restated on the terms of this Trust Deed. Except as provided below, any Notes issued on
or after the date of this Trust Deed shall be issued pursuant to this Trust Deed. This does not affect any Notes issued prior to the date of
this Trust Deed or any Notes issued on or after the date of this Trust Deed so as to be consolidated and form a single series with Notes
issued prior to the date of this Trust Deed. Subject to such amendment and restatement, the Original Trust Deed shall continue in full
force and effect.

2.

ISSUE OF NOTES AND COVENANT TO PAY

2.1

Issue of Notes
Each Issuer may from time to time issue Notes in Tranches of one or more Series on a continuous basis with no minimum issue size in
an aggregate nominal amount of up to the Programme Limit in accordance with the Dealer Agreement. Before issuing any Tranche, the
Relevant Issuer shall give written notice or procure that it is given to the Note Trustee of the proposed issue of such Tranche, specifying
the details to be included in the relevant Final Terms. Upon the issue by the Relevant Issuer of any Notes expressed to be constituted by
this Trust Deed, such Notes shall forthwith be constituted by this Trust Deed without any further formality and irrespective of whether
or not the issue of such debt securities contravenes any covenant or other restriction in this Trust Deed or the Programme Limit.

2.2

Separate Series
The Notes of each Series shall form a separate series of Notes and accordingly, unless the Note Trustee in its absolute discretion shall
otherwise determine, the provisions of this Trust Deed shall apply mutatis mutandis separately and independently to the Notes of each
Series and in such Clauses and Schedule the expressions “Noteholders”, “Certificates”, “Coupons”, “Couponholders” and “Talons”,
together with all other terms that relate to Notes or their Conditions, shall be construed as referring to those of the particular Series in
question and not of all Series unless expressly so provided, so that each Series shall be constituted by a separate trust pursuant to
Subclause 2.3 (Covenant to Pay) and that, unless expressly provided, events affecting one Series shall not affect any other. Each Issuer
shall be at liberty from time to time (but subject always to the provisions of this Trust Deed) without the consent of the Noteholders or
Couponholders to create and issue further Notes (whether in bearer or registered form) having terms and conditions the same as the
Notes of any Tranche (or the same in all respects save for the Issue Date, Interest Commencement Date (as defined in the Conditions)
and Issue Price (as defined in the Conditions)) and so that the same shall be consolidated and form a single Series with the outstanding
Notes of a particular Tranche.

2.3

Covenant to Pay
Each Relevant Issuer covenants with the Note Trustee that it, in relation to itself only, shall on any date when any Notes become due to
be redeemed, in whole or in part, or any principal of the Notes of any Series or any of them becomes due to be repaid in accordance
with the Conditions, unconditionally pay to or to the order of the Note Trustee in the Contractual Currency, in the case of any
Contractual Currency other than euro, in the principal financial centre for the Contractual Currency and in the case of euro, in a city in
which banks have access to the TARGET System, in same day funds the Redemption Amount of the Notes becoming due for
redemption on that date together with any applicable premium and shall (subject to the Conditions and except

in the case of Zero Coupon Notes) until such payment (both before and after judgment) unconditionally so pay to or to the order of the
Note Trustee interest in respect of the nominal amount of the Notes outstanding as set out in the Conditions (subject to Subclause 2.6
(Rate of interest After a Default)) provided that (1) subject to the provisions of Clause 2.5 (Payment after a Default) payment of any
sum due in respect of the Notes or any of them made to the Issuing and Paying Agent, or as the case may be, the Registrar as provided
in the Agency Agreement shall, to that extent, satisfy such obligation except to the extent that there is failure in its subsequent payment
to the relevant Noteholders or Couponholders (as the case may be) under the Conditions, (2) a payment made after the due date or as a
result of the Note becoming repayable following an Event of Default shall be deemed to have been made when the full amount due has
been received by the Issuing and Paying Agent or the Note Trustee and notice to that effect has been given to the Noteholders (if
required under Clause 9(l) (Notice of Late Payment)), except to the extent that there is failure in its subsequent payment to the relevant
Noteholders or Couponholders (as the case may be) under the Conditions; and (3) in any case where payment of the whole or any part
of the principal amount due in respect of any Note is improperly withheld or refused upon due presentation of the relevant Note or (if so
provided for in the Conditions) interest shall accrue on the whole or such part of such principal amount from the date of such
withholding or refusal until the date either on which such principal amount due is paid to the relevant Noteholders or, if earlier, the
seventh day after which notice is given to the relevant Noteholders in accordance with the Conditions that the full amount payable in
respect of the said principal amount is available for collection by the relevant Noteholders provided that on further due presentation of
the relevant Note or (if so provided for in the Conditions) the relevant Note Certificate such payment is in fact made. This covenant
shall only have effect each time Notes are issued and outstanding, when the Note Trustee shall hold the benefit of this covenant and the
covenant in Clause 8 (Covenant to comply with the Trust Deed) on trust for the Noteholders and Couponholders of the relevant Series.
2.4

Discharge
Subject to Subclause 2.5 (Payment after a Default), any payment to be made in respect of the Notes or the Coupons by the Relevant
Issuer or the Note Trustee may be made as provided in the Conditions and any payment so made shall (subject to Subclause 2.5
(Payment after a Default)) to that extent be a good discharge to the Relevant Issuer or the Note Trustee, as the case may be (including,
in the case of Notes represented by a NGN whether or not the corresponding entries have been made in the records of Euroclear and
Clearstream, Luxembourg), except to the extent that there is failure in its subsequent payment to the relevant Noteholders or
Couponholders under the Conditions.

2.5

Payment after a Default
At any time after an Event of Default has occurred in relation to a particular Series the Note Trustee may:
(a)

by notice in writing to the Relevant Issuer, the Paying Agents and the other Agents, require the Paying Agents and the other
Agents, or any of them until notified by the Note Trustee to the contrary, so far as permitted by Applicable Law:
(i)

to act thereafter until otherwise instructed by the Note Trustee as Agents of the Note Trustee under this Trust Deed and
the Notes of such Series on the terms of the Agency Agreement (with consequential amendments as necessary and
except that the Note Trustee’s liability for the indemnification, remuneration and expenses of the Paying Agents and the
Transfer Agents shall be limited to the amounts for the time being held by the Note Trustee in respect of such Series on
the terms of this Trust Deed and available for that purpose) and thereafter to

hold all Notes, Certificates, Coupons and Talons of such Series and all moneys, documents and records held by them in
respect of Notes, Certificates, Coupons and Talons of such Series on behalf of or to the order of the Note Trustee;
and/or
(ii)

(b)

2.6

to deliver all Notes, Certificates, Coupons and Talons of such Series and all moneys, documents and records held by
them in respect of the Notes, Certificates, Coupons and Talons of such Series to the Note Trustee or as the Note Trustee
directs in such notice provided that, such notice shall be deemed not to apply to any document or record which the
relevant Agent is obliged not to release by any law or regulation; and

by notice in writing to the Relevant Issuer require the Relevant Issuer to make all subsequent payments in respect of the Notes,
Coupons and Talons of such Series to or to the order of the Note Trustee and not to the Issuing and Paying Agent with effect
from the issue of any such notice to the Relevant Issuer; and from then until such notice is withdrawn, proviso (1) to Clause 2.3
(Covenant to Pay) above shall cease to have effect.

Rate of interest After a Default
If the Notes bear interest at a floating or other variable rate and they become immediately due and repayable under the Conditions, the
rate and/or amount of interest payable in respect of them shall continue to be calculated by the Calculation Agent at such interest as if
they had not become due and repayable in accordance with the Conditions (with consequential amendments as necessary) except that
the rates of interest need not be published unless the Note Trustee otherwise requires. The first period in respect of which interest shall
be so calculable shall commence on the expiry of the Interest Period during which the Notes become so due and repayable.

3.

FORM OF THE NOTES

3.1

Global Notes
(a)

The Notes of each Tranche will initially be represented by a single temporary Global Note or a single permanent Global Note,
as indicated in the applicable Final Terms. Each temporary Global Note shall be exchangeable, upon request as described
therein, for either Definitive Notes together with, where applicable, Coupons (except in the case of Zero Coupon Notes) and,
where applicable, Talons attached, or a permanent Global Note in each case in accordance with the provisions of such
temporary Global Note. Each permanent Global Note shall be exchangeable for Definitive Notes together with, where
applicable, Coupons (except in the case of Zero Coupon Notes) and, where applicable, Talons attached, in accordance with the
provisions of such permanent Global Note. All Global Notes shall be prepared, completed and delivered to a common
depositary (in the case of a CGN) or Common Safekeeper (in the case of a NGN) for Euroclear and Clearstream, Luxembourg
in accordance with the provisions of the Dealer Agreement or to another appropriate depositary in accordance with any other
agreement between the Relevant Issuer and the relevant Dealer(s) and, in each case, the Agency Agreement.

(b)

Each temporary Global Note shall be printed or typed in the form or substantially in the form set out in Part 1 of Schedule 1
(Form of CGN Temporary Global Note) or Part 3 of Schedule 1 (Form of NGN Temporary Global Note), as the case may be
and may be a facsimile. Each temporary Global Note shall have annexed thereto a copy of the applicable Final Terms and shall
be signed manually or in facsimile by a person duly authorised by the Relevant Issuer on behalf of the Relevant Issuer and shall
be authenticated by or on behalf of the Issuing and Paying Agent and shall, in the case of

a Eurosystem-eligible NGN or in the case of a Non-eligible NGN in respect of which the Relevant Issuer has notified the
Issuing and Paying Agent that effectuation is to be applicable, be effectuated by the Common Safekeeper acting on the
instructions of the Issuing and Paying Agent. Each temporary Global Note so executed and authenticated shall be a binding and
valid obligation of the Relevant Issuer and title thereto shall pass by delivery.
(c)

3.2

3.3

Each permanent Global Note shall be printed or typed in the form or substantially in the form set out in Part 2 of Schedule 1
(Form of CGN Temporary Global Note) or Part 4 of Schedule 1 (Form of NGN Permanent Global Note), as the case may be
and may be a facsimile. Each permanent Global Note shall have annexed thereto a copy of the applicable Final Terms and shall
be signed manually or in facsimile by a person duly authorised by the Relevant Issuer on behalf of the Relevant Issuer and shall
be authenticated by or on behalf of the Issuing and Paying Agent and shall, in the case of a Eurosystem-eligible NGN or in the
case of a Non-eligible NGN in respect of which the Relevant Issuer has notified the Issuing and Paying Agent that effectuation
is to be applicable, be effectuated by the Common Safekeeper acting on the instructions of the Issuing and Paying Agent. Each
permanent Global Note so executed and authenticated shall be a binding and valid obligation of the Relevant Issuer and title
thereto shall pass by delivery.

Global Certificates
(a)

The Registered Notes of each Tranche will initially be represented by a Global Certificate. Global Certificates shall be
deposited with a common depositary for, and registered in the name of a nominee of such common depositary for, Euroclear
and Clearstream, Luxembourg.

(b)

Each Global Certificate, and each interest represented by a Global Certificate, shall be exchangeable and transferable only in
accordance with the provisions of such Global Certificate, the Dealer Agreement, the Agency Agreement and the rules and
operating procedures for the time being of Euroclear and Clearstream, Luxembourg (as the case may be).

(c)

Each Global Certificate shall be printed or typed in the form or substantially in the form set out in Part 5 of Schedule 1 (Form of
Global Certificate) and may be a facsimile. Each Global Certificate shall have annexed thereto a copy of the applicable Final
Terms and shall be signed manually or in facsimile by a person duly authorised by the Relevant Issuer on behalf of the Relevant
Issuer and shall be authenticated manually by or on behalf of the Registrar. The Registrar shall also instruct the Common
Safekeeper to effectuate the same. Each Global Certificate so executed, authenticated and effectuated shall be a binding and
valid obligation of the Relevant Issuer.

The Definitive Notes
The Definitive Notes, Coupons and Talons shall be security printed and the Certificates shall be printed, in each case in accordance with
applicable legal and stock exchange requirements substantially in the forms set out in Schedule 2 (Form of Definitive Bearer Note). The
Notes and Certificates (other than Global Certificates) shall be endorsed with the Conditions.

3.4

Signature
The Notes, Certificates, Coupons and Talons shall be signed manually or in facsimile by a duly authorised signatory of the Relevant
Issuer, the Notes shall be authenticated by or on behalf of

the Issuing and Paying Agent and the Certificates shall be authenticated by or on behalf of the Registrar. The Relevant Issuer may use
the facsimile signature of a person who at the date of this Trust Deed is such a duly authorised signatory even if at the time of issue of
any Notes, Certificates, Coupons or Talons he is no longer so authorised. In the case of a Global Note which is a NGN or a Global
Certificate which is held under the NSS, the Issuing and Paying Agent or the Registrar shall also instruct the Common Safekeeper to
effectuate the same. Notes, Certificates, Coupons and Talons so executed and authenticated (and effectuated, if applicable) shall be or,
in the case of Certificates, represent binding and valid obligations of the Relevant Issuer.
3.5

Entitlement to treat holder as owner
The Relevant Issuer, the Note Trustee and any Agent may deem and treat the holder of any Bearer Note or Certificate as the absolute
owner of such Bearer Note or Certificate, free of any equity, set‑off or counterclaim on the part of the Relevant Issuer against the
original or any intermediate holder of such Bearer Note or Certificate (whether or not such Bearer Note or the Registered Note
represented by such Certificate shall be overdue and notwithstanding any notation of ownership or other writing thereon or any notice
of previous loss or theft of such Bearer Note or Certificate) for all purposes and, except as ordered by a court of competent jurisdiction
or as required by Applicable Law, the Relevant Issuer, the Note Trustee and the Issuing and Paying Agent shall not be affected by any
notice to the contrary. All payments made to any such holder shall be valid and, to the extent of the sums so paid, effective to satisfy
and discharge the liability for the moneys payable upon the Notes.

4.

STAMP DUTIES AND TAXES

4.1

Stamp Duties
Each Relevant Issuer (in respect of itself only) shall pay any stamp, issue, regulatory, documentary or other similar taxes and duties,
including interest and penalties, payable in the United Kingdom and the country of each Contractual Currency in respect of the creation,
issue and offering of the Notes, Certificates, Coupons and Talons and the execution or delivery of this Trust Deed. Each Relevant Issuer
(on a several (and not joint) basis) shall also pay to the Note Trustee, the Noteholders or the Couponholders (as applicable), an amount
equal to any stamp, issue, documentary or other similar taxes paid by them in any jurisdiction in connection with any action taken by or
on behalf of the Note Trustee or, as the case may be, the Noteholders or the Couponholders to enforce the Relevant Issuer’s obligations
under this Trust Deed or the Notes, Certificates, Coupons or Talons.

4.2

Change of Taxing Jurisdiction
If an Issuer becomes subject generally to the taxing jurisdiction of a territory or a taxing authority of or in that territory with power to
tax other than or in addition to the United Kingdom or any such authority of or in such territory then the Relevant Issuer shall (unless
the Note Trustee otherwise agrees) give the Note Trustee an undertaking satisfactory to the Note Trustee in terms corresponding to the
terms of Condition 10 (Taxation) with the substitution for, or (as the case may require) the addition to, the references in that Condition
to the United Kingdom of references to that other or additional territory or authority to whose taxing jurisdiction the Relevant Issuer has
become so subject. In such event this Trust Deed and the Notes, Certificates, Coupons and Talons shall be read accordingly.

5.

APPLICATION OF MONEYS RECEIVED BY THE NOTE TRUSTEE

5.1

Declaration of Trust

All moneys received by the Note Trustee in respect of the Notes or amounts payable under this Trust Deed shall, despite any
appropriation of all or part of them by the Relevant Issuer, be held by the Note Trustee on trust to apply them (subject to Clause 5.2
(Accumulation)):
(a)

first, in payment of all costs, charges, expenses and Liabilities incurred by the Note Trustee (including remuneration payable to
it) in carrying out its functions under this Trust Deed;

(b)

secondly, in payment of any amounts owing in respect of the Notes or Coupons pari passu and rateably (and where interest and
principal is due and payable in respect of the Notes it shall be applied pari passu between each Series unless in respect of a
specific Series only); and

(c)

thirdly, in payment of any balance to the Relevant Issuer for itself.

If the Note Trustee holds any moneys in respect of Notes or Coupons that have become void or in respect of which claims have become
prescribed, the Note Trustee shall hold them on these trusts.
5.2

Accumulation
The Note Trustee may retain such investments and accumulate the resulting income until the investments and the accumulations,
together with any other funds for the time being under its control and available for such payment, amount to at least 10 per cent. of the
nominal amount of the Notes then outstanding and then such investments, accumulations and funds (after deduction of, or provision for,
any applicable taxes) shall be applied as specified in Subclause 5.1 (Declaration of Trust). For the avoidance of doubt, the Note Trustee
shall in no circumstances have any discretion to invest any moneys referred to in this Subclause 5.2 (Accumulation) in any investments
or other assets.

5.3

Investment
Moneys held by the Note Trustee may at its election be placed on deposit into an account bearing a market rate interest (and, for the
avoidance of doubt, the Note Trustee shall not be required to obtain best rates, be responsible for any loss occasioned by such deposit or
exercise any other form of investment discretion with respect to such deposits) in its name or under its control in any investments or
other assets anywhere whether or not they produce income or deposited in its name or under its control at such bank or other financial
institution in such currency as the Note Trustee may, in its absolute discretion, think fit. If that bank or institution is the Note Trustee or
a subsidiary, holding or associated company of the Note Trustee, it need only account for an amount of interest equal to the standard
amount of interest payable by it on such a deposit to an independent customer.

6.

ENFORCEMENT AND PUT EVENT

6.1

Proceedings brought by the Note Trustee
At any time after the occurrence of an Event of Default which is continuing, and, in the case of paragraph (ii) of Condition 12 (Event of
Default), where the Note Trustee has certified (where applicable) (without liability on its part) that in its opinion such event is
materially prejudicial to the interests of the Noteholders, the Note Trustee may at its discretion and without further notice take such
proceedings as it may think fit against the Relevant Issuer to enforce the terms of the Trust Deed, the Notes and the Coupons.

6.2

Proof of default

Should the Note Trustee take legal proceedings against the Relevant Issuer to enforce any of the provisions of this Trust Deed:

6.3

(a)

proof therein that as regards any specified Note the Relevant Issuer has made default in paying any principal, premium or
interest due in respect of such Note shall (unless the contrary be proved) be sufficient evidence that the Relevant Issuer has
made the like default as regards all other Notes which are then due and repayable; and

(b)

proof therein that as regards any specified Coupon the Relevant Issuer has made default in paying any interest due in respect of
such Coupon shall (unless the contrary be proved) be sufficient evidence that the Relevant Issuer has made the like default as
regards all other Coupons which are then due and payable.

Put Event
At any time upon the Note Trustee becoming aware that a Put Event has occurred, the Note Trustee may, and if so requested by the
holders of at least one-quarter in nominal amount of the Notes then outstanding shall, give notice to the Noteholders in accordance with
Condition 18 (Notice) specifying the nature of the Put Event and the procedure for exercising the Put Option.

7.

PROCEEDINGS

7.1

Action taken by Note Trustee
The Note Trustee shall not be bound to take any such proceedings as are mentioned in Clause 6.1 (Proceedings brought by the Note
Trustee) unless respectively directed or requested to do so (i) by an Extraordinary Resolution or (ii) in writing by the holders of at least
one-quarter in nominal amount of the Notes of the relevant Series then outstanding and in either case then only if it shall be indemnified
and/or secured and/or pre-funded to its satisfaction against all actions, proceedings, claims and demands to which it may thereby render
itself liable and all costs, charges, damages and expenses which it may incur by so doing.

7.2

Note Trustee only to enforce
Only the Note Trustee may enforce the provisions of this Trust Deed. No holder shall be entitled to proceed directly against the
Relevant Issuer to enforce the performance of any of the provisions of this Trust Deed unless the Note Trustee having become bound as
aforesaid to take proceedings fails to do so within a reasonable period and such failure shall be continuing.

8.

COVENANT TO COMPLY WITH THE TRUST DEED

8.1

Covenant to comply with the Trust Deed
The Relevant Issuer covenants with the Note Trustee to comply with those provisions of this Trust Deed, the Conditions and the other
Programme documents which are expressed to be binding on it and to perform and observe the same. The Notes and the Coupons are
subject to the provisions contained in this Trust Deed, all of which shall be binding upon the Relevant Issuer, the Noteholders, the
Couponholders and all persons claiming through or under them respectively.

8.2

Note Trustee may enforce Conditions
The Note Trustee shall itself be entitled to enforce the obligations of the Relevant Issuer under the Notes and the Conditions as if the
same were set out and contained in this Trust Deed which shall be read and construed as one document with the Notes.

9.

COVENANTS
So long as any Note is outstanding, each Relevant Issuer severally (and not jointly) covenants with the Note Trustee that it shall:
(a)

Books of Account: at all times keep such books of account as may be necessary to comply with all Applicable Law and so as to
enable the financial statements of the Relevant Issuer to be prepared and allow the Note Trustee and anyone appointed by it,
access to its books of account at all reasonable times during normal business hours and to discuss the same with responsible
officers of the Relevant Issuer;

(b)

Notice of Events of Default: notify the Note Trustee in writing immediately on becoming aware of the occurrence of any Event
of Default and without waiting for the Note Trustee to take any further action;

(c)

Information: So long as any of the Notes remains outstanding, the Relevant Issuer covenants with the Note Trustee that it shall
give or procure to be given to the Note Trustee such opinions, certificates, information and evidence as it shall require and in
such form as it shall require (including without limitation the procurement by the Relevant Issuer of all such certificates called
for by the Note Trustee pursuant to Clause 11.4 (Certificate Signed by directors)) for the purpose of the discharge or exercise of
the duties, trusts, powers, authorities and discretions vested in it under this Trust Deed or any other Programme document or by
operation of law;

(d)

Requests by the Trustee: So long as any of the Notes remains outstanding, the Relevant Issuer covenants with the Note
Trustee that it shall, within ten Business Days (as defined in the Conditions) of a written request by the Note Trustee, supply to
the Note Trustee such forms, documents and other information relating to it, its operations or the Notes which the Note Trustee
may reasonably request for the purposes of the Note Trustee’s compliance with Applicable Law, and shall notify the Note
Trustee reasonably promptly in the event that it becomes aware that any of such information is (or becomes) inaccurate in any
material respect; provided, however, the Relevant Issuer shall not be required to provide any such forms, documents or other
information pursuant to this Clause to the extent that (i) any such form, documentation or other information (or the information
required to be provided on such form or documentation) is not reasonably available to the Relevant Issuer and cannot be
obtained by the Relevant Issuer using reasonable efforts; or (ii) doing so would or might in the reasonable opinion of the
Relevant Issuer constitute a breach of any Applicable Law, fiduciary duty or duty of confidentiality;

(e)

Accounts in relation to Principal Subsidiaries: ensure that such accounts are prepared as may be necessary to determine
which subsidiaries are its Principal Subsidiaries and procure that two directors of the Relevant Issuer prepare and deliver to the
Note Trustee at the time of issue of every audited consolidated balance sheet of it and at any other time upon the request of the
Note Trustee a certificate or report specifying the Principal Subsidiaries at the date of such balance sheet or request;

(f)

Certificate relating to Principal Subsidiaries: give to the Note Trustee, as soon as reasonably practicable after the acquisition
or disposal of any company which thereby becomes or ceases to be a Principal Subsidiary or after any transfer is made to any
Subsidiary which thereby becomes a Principal Subsidiary, a certificate by two directors of the Relevant Issuer to such effect;

(g)

Financial Statements etc: send to the Note Trustee and the Issuing and Paying Agent at the time of their issue, and, in the case
of annual financial statements in any event

within 180 days of the end of each financial year, electronic copies in English of every balance sheet, profit and loss account,
report or other notice, statement or circular issued, or that legally or contractually should be issued, to its members or creditors
(or any class of them) or any holding company thereof generally in their capacity as such and procure that the same are made
available for inspection by Noteholders and Couponholders at the specified offices of the Paying Agents as soon as practicable
thereafter;
(h)

Certificate of Directors: send to the Note Trustee promptly following (i) publication of its annual audited financial statements
being made available to its members, and in any event not later than 180 days after the end of its financial year and (ii) any
request by the Note Trustee, a certificate signed by any two of its directors certifying that, having made all reasonable
enquiries, to the best of the knowledge, information and belief as at a date not more than five days before the date of the
certificate (the ”Certification Date”) the Relevant Issuer has complied with its obligations under this Trust Deed (or, if such is
not the case, giving details of such non-compliance) and that as at such date there did not exist nor had there existed at any time
prior thereto since the Certification Date in respect of the previous such certificate (or, in the case of the first such certificate,
since the date of this Trust Deed) any Event of Default or Restructuring Event or (if such is not the case) specifying the same;

(i)

Certificate of Notes Held: send to the Note Trustee as soon as practicable after being so requested by the Note Trustee a
certificate of the Relevant Issuer signed by any two of its directors setting out the total number of Notes which, at the date of
such certificate, were held by or on behalf of that Relevant Issuer or any Subsidiary;

(j)

Notices to Noteholders: send to the Note Trustee not less than five Business Days prior to the date of publication, for the Note
Trustee’s approval the form of each notice to be given to Noteholders in accordance with the Conditions and not publish such
notice without such approval and, once given, two copies of each such notice (such approval, unless so expressed, not to
constitute approval for the purposes of section 21 of the FSMA of any such notice which is a communication within the
meaning of section 21 of the FSMA);

(k)

Further Acts: so far as permitted by Applicable Law, do such further things and execute all such further documents as may be
necessary in the opinion of the Note Trustee to give effect to this Trust Deed;

(l)

Notice of Late Payment: forthwith give notice to the Noteholders of any unconditional payment to the Issuing and Paying
Agent or the Note Trustee of any sum due in respect of the Notes or Coupons made after the due date for such payment;

(m)

Listing and Trading: if the Notes are so listed and traded, use reasonable endeavours to maintain the listing and trading of the
Notes on the Market but, if it is unable to do so, having used such endeavours, or if the maintenance of such listing or trading is
agreed by the Note Trustee to be unduly onerous and the Note Trustee is satisfied that the interests of the Noteholders would
not be thereby materially prejudiced, instead use reasonable endeavours to obtain and maintain a listing of the Notes on another
stock exchange and the admission to trading of the Notes on another market (such market being a market which is a regulated
market for the purposes of MIFID), in each case approved in writing by the Note Trustee;

(n)

Change in Agents: give at least 14 days’ prior notice to the Noteholders of any future appointment, resignation or removal of
an Agent or of any change by an Agent of its

specified office and not make any such appointment or removal without the Note Trustee’s written approval;
(o)

Provision of Legal Opinions: procure the delivery of legal opinions addressed to the Note Trustee dated the date of such
delivery, in form and content acceptable to the Note Trustee:
(i)

from Latham & Watkins LLP as to the laws of England on the date of any update of the Programme and on the date of
any amendment to this Trust Deed;

(ii)

from legal advisers reasonably acceptable to the Note Trustee as to such law as may reasonably be requested by the
Note Trustee on the date of any update of the Programme and on the issue date for the Notes in the event of a proposed
issue of Notes of such a nature and having such features as might lead the Note Trustee to conclude (acting reasonably
(and only in circumstances where, in the reasonable opinion of the Note Trustee, a legal opinion has not previously
been issued in respect of Notes having such features and/or a relevant material change in law has occurred)) that it
would be prudent, having regard to such nature and features, to obtain such legal opinion(s) or in the event that the
Note Trustee considers it prudent (acting reasonably) in view of a change (or proposed change) in (or in the
interpretation or application of) any Applicable Law, regulation or circumstance affecting it, the Note Trustee, the
Notes, the Certificates, the Coupons, the Talons, this Trust Deed or the Agency Agreement; and

(iii)

on each occasion on which a legal opinion is given to any Dealer in relation to any Notes pursuant to the Dealer
Agreement from the legal adviser giving such opinion;

(p)

Notification of redemption or payment: not less than the number of days specified in the relevant Condition prior to the
redemption or payment date in respect of any Note or Coupon give to the Note Trustee notice in writing of the amount of such
redemption or payment pursuant to the Conditions and duly proceed to redeem or pay such Notes or Coupons accordingly;

(q)

Tax or optional redemption: if the Relevant Issuer gives notice to the Note Trustee that it intends to redeem the Notes
pursuant to Conditions 6(c) (Redemption for Taxation Reasons), 6(d) (Redemption for Indexation Reasons) and 6(e)
(Redemption at the Option of the Relevant Issuer) the Relevant Issuer shall, prior to giving such notice to the Noteholders,
provide such information to the Note Trustee as the Note Trustee reasonably requires in order to satisfy itself of the matters
referred to in such Condition;

(r)

Change of taxing jurisdiction: if the Relevant Issuer shall become subject generally to the taxing jurisdiction of any territory
or any political sub-division thereof or any authority therein or thereof having power to tax other than or in addition to Relevant
Issuer’s taxing jurisdiction, immediately upon becoming aware thereof notify the Note Trustee of such event and (unless the
Note Trustee otherwise agrees) enter forthwith into a trust deed supplemental hereto, giving to the Note Trustee an undertaking
or covenant in form and manner satisfactory to the Note Trustee in terms corresponding to the terms of Condition 10 (Taxation)
with the substitution for (or, as the case may be, the addition to) the references therein to Relevant Issuer’s taxing jurisdiction of
references to that other or additional territory to whose taxing jurisdiction, or that of a political subdivision thereof or an
authority therein or thereof, the Relevant Issuer shall have become subject as aforesaid, such trust deed also to modify
Condition 10 (Taxation) so that such Condition shall make reference to that other or additional territory;

(s)

Authorised Signatories: upon the execution hereof and thereafter forthwith upon any change of the same, deliver to the Note
Trustee (with a copy to the Issuing and Paying Agent) a list of the Authorised Signatories of the Relevant Issuer, together with
certified specimen signatures of the same;

(t)

Payments: pay moneys payable by it to the Note Trustee hereunder without set off, counterclaim, deduction or withholding,
unless otherwise compelled by law and in the event of any deduction or withholding compelled by law pay such additional
amount as will result in the payment to the Note Trustee of the amount which would otherwise have been payable by it to the
Note Trustee hereunder (save that, for the avoidance of doubt, this shall not apply to any payments of interest or principal in
respect of the Notes or the Coupons, any additional amounts to be paid in respect of such sums to be instead determined in
accordance with Condition 10 (Taxation));

(u)

Obligations of Agents: enforce its rights as against the Agents and the Registrar under the Agency Agreement and notify the
Note Trustee immediately upon it becoming aware of any material breach or failure by an Agent in relation to the Notes or
Coupons;

(v)

Notice of Put Event: notify the Note Trustee in writing immediately on becoming aware of the occurrence of any Put Event;
and

(w)

Cancellation of Notes: procure the delivery of a certificate of cancellation to the Note Trustee detailing all Notes redeemed,
converted or purchased by the Relevant Issuer upon which the Note Trustee can rely as conclusive evidence of repayment or
discharge of the relevant Notes.

10.

REMUNERATION AND INDEMNIFICATION OF THE NOTE TRUSTEE

10.1

Normal Remuneration
So long as any Note is outstanding each Relevant Issuer shall pay the Note Trustee as remuneration for its services as Note Trustee such
sum on such dates in each case as the Note Trustee and the Relevant Issuer may agree in writing. Such remuneration shall accrue from
day to day from the date of this Trust Deed. However, if any payment to a Noteholder or Couponholder of moneys due in respect of any
Note or Coupon is improperly withheld or refused, such remuneration shall again accrue as from the date of such withholding or refusal
until payment to such Noteholder or Couponholder is duly made.

10.2

Extra Remuneration
If an Event of Default (or an event has occurred which has led the Note Trustee, acting reasonably, to take steps to determine whether
an Event of Default has occurred) shall have occurred in relation to a Relevant Issuer, such Relevant Issuer hereby agrees that the Note
Trustee shall be entitled to be paid additional remuneration calculated at its normal hourly rates in force from time to time. In any other
case, if the Note Trustee finds it expedient or necessary or is requested by such Relevant Issuer to undertake duties that they both agree
to be of an exceptional nature or otherwise outside the scope of the Note Trustee’s normal duties under this Trust Deed, such Relevant
Issuer shall pay such additional remuneration as they may agree (and which may be calculated by reference to the Note Trustee’s
normal hourly rates in force from time to time) or, failing agreement as to any of the matters in this Subclause (or as to such sums
referred to in Subclause 10.1 (Normal Remuneration)), as determined by a financial institution or person (acting as an expert) selected
by the Note Trustee and approved by that Relevant Issuer or, failing such approval, nominated by the President for the time being of
The Law Society of England and Wales. The expenses involved in such nomination and such financial institution’s fee shall

be borne by such Relevant Issuer. The determination of such financial institution or person shall be conclusive and binding on the
Relevant Issuer, the Note Trustee, the Noteholders and the Couponholders.
10.3

Expenses
Each Relevant Issuer shall (on a several (and not joint) basis only) pay or discharge all costs, charges, Liabilities and expenses properly
incurred by the Note Trustee and (if applicable) any receiver in relation to the preparation and execution of, the exercise of its powers
and the performance of its duties under, and in any other manner in relation to, this Trust Deed and the other Programme documents
including, but not limited to, legal and travelling expenses and any stamp, issue, registration, documentary or other taxes or duties paid
by the Note Trustee in connection with any action taken or contemplated by or on behalf of the Note Trustee for enforcing or resolving
any doubt concerning this Trust Deed, the Notes, the Coupons, the Talons or any other Programme document. Such costs, charges,
Liabilities and expenses shall:

10.4

(a)

in the case of payments made by the Note Trustee before such demand, carry interest from the date of the demand at the rate of
2 per cent. per annum over the base rate of the Bank of England on the date on which the Note Trustee made such payments
and

(b)

in other cases, carry interest at such rate from 30 days after the date of the demand or (where the demand specifies that payment
is to be made on an earlier date) from such earlier date.

Value Added Tax
The Relevant Issuer shall in addition pay to the Note Trustee an amount equal to the amount of any value added tax or similar tax
chargeable in respect of its remuneration (including extra remuneration and expenses) under this Trust Deed.

10.5

Indemnity
Without prejudice to the right of indemnity given by law to trustees, the Relevant Issuer will indemnify the Note Trustee and every
receiver, attorney, manager, agent or other person appointed by the Note Trustee hereunder and keep it or him indemnified against all
liabilities and expenses (including any VAT payable) to which it or he may become subject or which may be incurred by it or him in the
negotiation and preparation of this Trust Deed and the other Programme documents and the execution or purported execution or
exercise of any of its or his trusts, duties, rights, powers, authorities and discretions under this Trust Deed or any other Programme
document or its or his functions under any such appointment or in respect of any other matter or thing done or omitted in any way
relating to this Trust Deed or any other Programme document or any such appointment (including, without limitation, liabilities
incurred in disputing or defending any of the foregoing).

10.6

Continuing Effect
Unless otherwise specifically stated in any discharge of this Trust Deed, the provisions of this Clause 10 shall continue in full force and
effect notwithstanding such discharge and whether or not the Note Trustee is then the trustee of this Trust Deed.

11.

PROVISIONS SUPPLEMENTAL TO THE TRUSTEE ACT 1925 AND THE TRUSTEE ACT 2000

11.1

Advice

The Note Trustee may act on the advice, opinion or report of or any information obtained from any lawyer, valuer, accountant
(including the auditors), surveyor, banker, broker, auctioneer, or other expert (whether obtained by the Relevant Issuer, the Note Trustee
or otherwise, whether or not addressed to the Note Trustee, and whether or not the advice, opinion, report or information, or any
engagement letter or other related document, contains a monetary or other limit on liability or limits the scope and/or basis of such
advice, opinion, report or information). The Note Trustee will not be responsible to anyone for any liability occasioned by so acting.
Any such advice, opinion or information may be sent or obtained by letter, telex, fax or electronic communication and the Note Trustee
shall not be liable for acting in good faith on any advice, opinion or information purporting to be conveyed by such means even if it
contains an error or is not authentic.
11.2

Note Trustee to Assume Performance
The Note Trustee need not notify anyone of the execution of this Trust Deed or do anything to find out if a Restructuring Event or an
Event of Default has occurred. Until it has actual knowledge or express notice to the contrary, the Note Trustee may assume that no
such event has occurred and that the Relevant Issuer is performing all its obligations under this Trust Deed, the Notes, the Coupons and
the Talons.

11.3

Resolutions of Noteholders
The Note Trustee shall not be responsible for having acted on a resolution purporting to be a Written Resolution or to have been passed
at a meeting of Noteholders in respect of which minutes have been made and signed or a direction of a specified percentage of
Noteholders even if it is later found that there was a defect in the constitution of the meeting or the passing of the resolution or the
making of the directions or that the resolution was not valid or binding on the Noteholders or Couponholders.

11.4

Certificate Signed by directors
If the Note Trustee, in the exercise of its functions, requires to be satisfied or to have information as to any fact or the expediency of any
act, it may call for and accept as sufficient evidence of that fact or the expediency of that act a certificate signed by any two directors of
the Relevant Issuer as to that fact or to the effect that, in their opinion, that act is expedient and the Note Trustee need not call for
further evidence and shall not be responsible for any Liability occasioned by acting on such a certificate.

11.5

Certificate of Auditors
A certificate of the Auditors that in their opinion a Subsidiary is or is not or was or was not at any particular time or during any
particular period a Principal Subsidiary shall, in the absence of manifest error, be conclusive and binding on the Relevant Issuer, the
Note Trustee, the Noteholders and the Couponholders;

11.6

Delivery of Certificate
The Note Trustee shall have no Liability whatsoever for any loss, cost, damages or expenses directly or indirectly suffered or incurred
by the Relevant Issuer, any Noteholder, or any other person as a result of the delivery by the Note Trustee to the Relevant Issuer of a
certificate as to material prejudice pursuant to Condition 12 (Events of Default) on the basis of an opinion formed by it in good faith.

11.7

Deposit of Documents

The Note Trustee may appoint as custodian, on any terms, any bank or entity whose business includes the safe custody of documents or
any lawyer or firm of lawyers believed by it to be of good repute and may deposit this Trust Deed and any other documents with such
custodian and pay all sums due in respect thereof. The Note Trustee is not obliged to appoint a custodian of securities payable to bearer.
11.8

Discretion
The Note Trustee shall have absolute and uncontrolled discretion as to the exercise of its functions and shall not be responsible for any
loss, liability, cost, claim, action, demand, expense or inconvenience that may result from their exercise or non- exercise.

11.9

Note Trustee’s consent
Any consent given by the Note Trustee for the purposes of this Trust Deed may be given on such terms and subject to such conditions
(if any) as the Note Trustee may require.

11.10 Agents
Whenever it considers it expedient in the interests of the Noteholders, the Note Trustee (using due skill, care and attention) may, in the
conduct of its trust business, instead of acting personally, employ on any terms and pay an agent selected by it, whether or not a lawyer
or other professional person, to transact or conduct, or concur in transacting or conducting, any business and to do or concur in doing all
acts required to be done by the Note Trustee (including the receipt and payment of money) and the Note Trustee shall not be responsible
for any loss, liability, expense, demand, cost, claim or proceedings incurred by reason of the misconduct, omission or default on the part
of any person appointed by it hereunder or be bound to supervise the procedures or work of any such person.
11.11 Delegation
Whenever it considers it expedient in the interests of the Noteholders, the Note Trustee (using due skill, care and attention) may
delegate to any person on any terms (including power to sub-delegate) all or any of its functions and the Note Trustee shall not be
responsible for any loss, liability, expense, demand, cost, claim or proceedings incurred by reason of the misconduct, omission or
default on the part of any person appointed by it hereunder or be bound to supervise the procedures or work of any such person.
11.12 Nominees
In relation to any asset held by it under this Trust Deed, the Note Trustee (using due skill, care and attention) may appoint any person to
act as its nominee on any terms and the Note Trustee shall not be responsible for any loss, liability, expense, demand, cost, claim or
proceedings incurred by reason of the misconduct, omission or default on the part of any person appointed by it hereunder or be bound
to supervise the procedures or work of any such person.
11.13 Forged Notes
The Note Trustee shall not be liable to any of the Issuers or any Noteholder or Couponholder by reason of having accepted as valid or
not having rejected any Note, Certificate, Coupon or Talon purporting to be such and later found to be forged or not authentic.
11.14 Confidentiality

Unless ordered to do so by a court of competent jurisdiction, the Note Trustee shall not be required to disclose to any Noteholder or
Couponholder any confidential financial or other information made available to the Note Trustee by the Relevant Issuer.
11.15 Determinations Conclusive
As between itself and the Noteholders and Couponholders, the Note Trustee may determine all questions and doubts arising in relation
to any of the provisions of this Trust Deed. Such determinations, whether made upon such a question actually raised or implied in the
acts or proceedings of the Note Trustee, shall be conclusive and shall bind the Note Trustee, the Noteholders and the Couponholders.
11.16 Currency Conversion
Where it is necessary or desirable to convert any sum from one currency to another, it shall (unless otherwise provided hereby or
required by law) be converted at such rate or rates, in accordance with such method and as at such date as may reasonably be specified
by the Note Trustee but having regard to current rates of exchange, if available. Any rate, method and date so specified shall be binding
on the Relevant Issuer, the Noteholders and the Couponholders.
11.17 Events of Default etc.
The Note Trustee shall not be bound to give notice to any person of the execution of this Trust Deed or to take any steps to ascertain
whether any Event of Default has happened and, until it shall have actual knowledge or express notice to the contrary, the Note Trustee
shall be entitled to assume that no such Event of Default has happened and that the Relevant Issuer is observing and performing all the
obligations on its part contained in the Notes and Coupons and under this Trust Deed and no event has happened as a consequence of
which any of the Notes may become repayable. Without prejudice to the foregoing, the Note Trustee may determine whether or not an
Event of Default is in its opinion capable of remedy and/or materially prejudicial to the interests of the Noteholders. Any such
determination shall be conclusive and binding on the Relevant Issuer, the Noteholders and the Couponholders.
11.18 Payment for and Delivery of Notes
The Note Trustee shall not be responsible for the receipt or application by the Relevant Issuer of the proceeds of the issue of the Notes,
any exchange of Notes or the delivery of Notes to the persons entitled to them.
11.19 Notes Held by the Relevant Issuer etc.
In the absence of knowledge or express notice to the contrary, the Note Trustee may assume without enquiry (other than requesting a
certificate under Clause 9(i) (Certificate of Notes Held)) that no Notes are for the time being held by or on behalf of the Relevant Issuer
or its Subsidiaries.
11.20 Legal Opinions
The Note Trustee shall not be responsible to any person for failing to request, require or receive any legal opinion relating to any Notes
or for checking or commenting upon the content of any such legal opinion.
11.21 Programme Limit
The Note Trustee shall not be concerned, and need not enquire, as to whether or not any Notes are issued in breach of the Programme
Limit.

11.22 Responsibility for agents etc.
The Note Trustee will not have any obligation to supervise any custodian, agent, delegate or nominee appointed under this clause (an
“Appointee”) or be responsible for any Liability incurred by reason of the Appointee’s misconduct or default or the misconduct or
default of any substitute appointed by the Appointee.
11.23 Reliance on certification of clearing system
The Note Trustee may call for any certificate or other document issued by Euroclear, Clearstream, Luxembourg or any other relevant
clearing system in relation to any matter. Any such certificate or other document shall, in the absence of manifest error, be conclusive
and binding for all purposes. Any such certificate or other document may comprise any form of statement or print out of electronic
records provided by the relevant clearing system (including Euroclear’s EUCLID or Clearstream, Luxembourg’s Cedcom system) in
accordance with its usual procedures and in which the holder of a particular principal or nominal amount of the Notes is clearly
identified together with the amount of such holding. The Note Trustee shall not be liable to any person by reason of having accepted as
valid or not having rejected any such certificate or other document purporting to be issued by Euroclear or Clearstream, Luxembourg or
any other relevant clearing system and subsequently found to be forged or not authentic.
11.24 Noteholders as a class
Whenever in this Trust Deed the Note Trustee is required in connection with any exercise of its powers, trusts, authorities or discretions
to have regard to the interests of the Noteholders, it shall have regard to the interests of the Noteholders as a class and in particular, but
without prejudice to the generality of the foregoing, shall not be obliged to have regard to the consequences of such exercise for any
individual Noteholder resulting from his or its being for any purpose domiciled or resident in, or otherwise connected with, or subject to
the jurisdiction of, any particular territory.
11.25 Note Trustee not responsible for investigations
The Note Trustee shall not be responsible for, or for investigating any matter which is the subject of, any recital, statement,
representation, warranty or covenant of any person contained in this Trust Deed, the Notes or any other agreement or document relating
to the transactions herein or therein contemplated or for the execution, legality, effectiveness, adequacy, genuineness, validity,
enforceability or admissibility in evidence thereof.
11.26 No obligation to monitor
The Note Trustee shall be under no obligation to monitor or supervise the functions of any other person under the Notes or any other
agreement or document relating to the transactions herein or therein contemplated and shall be entitled, in the absence of actual
knowledge of a breach of obligation, to assume that each such person is properly performing and complying with its obligations.
11.27 Entry on the Register
The Note Trustee shall not be liable to the Relevant Issuer or any Noteholder by reason of having accepted as valid or not having
rejected any entry on the Register later found to be forged or not authentic and can assume for all purposes in relation hereto that any
entry on the Register is correct.
11.28 Interests of accountholders or participants

So long as any Note is held by or on behalf of Euroclear or Clearstream, Luxembourg, in considering the interests of Noteholders the
Note Trustee may consider the interests (either individual or by category) of its accountholders or participants with entitlements to any
such Note as if such accountholders or participants were the holder(s) thereof.
11.29 Note Trustee not Responsible
The Note Trustee shall not be responsible for the execution, delivery, legality, effectiveness, adequacy, genuineness, validity,
enforceability or admissibility in evidence of this Trust Deed or any other document relating thereto and shall not be liable for any
failure to obtain or maintain any rating of Notes (where required), any licence, consent or other authority for the execution, delivery,
legality, effectiveness, adequacy, genuineness, validity, performance, enforceability or admissibility in evidence of this Trust Deed or
any other document relating thereto. In addition the Note Trustee shall not be responsible for the effect of the exercise of any of its
powers, duties and discretions hereunder.
11.30 Freedom to Refrain
Notwithstanding anything else herein contained, the Note Trustee may refrain from doing anything which would or might in its opinion
be contrary to any law of any jurisdiction or any directive or regulation of any agency or any state or which would or might otherwise
render it liable to any person and may do anything which is, in its opinion, necessary to comply with any such law, directive or
regulation.
11.31 Right to Deduct or Withhold
Notwithstanding anything contained in this Trust Deed, to the extent required by any Applicable Law, if the Note Trustee is or will be
required to make any deduction or withholding from any distribution or payment made by it hereunder or if the Note Trustee is or will
be otherwise charged to, or is or will become liable to, tax as a consequence of performing its duties hereunder whether as principal,
agent or otherwise, and whether by reason of any assessment, prospective assessment or other imposition of liability to taxation of
whatsoever nature and whensoever made upon the Note Trustee, and whether in connection with or arising from any sums received or
distributed by it or to which it may be entitled under this Trust Deed (other than in connection with its remuneration as provided for
herein) or any investments or deposits from time to time representing the same, including any income or gains arising therefrom or any
action of the Note Trustee in connection with the trusts of this Trust Deed (other than the remuneration herein specified) or otherwise,
then the Note Trustee shall be entitled to make such deduction or withholding or, as the case may be, to retain out of sums received by it
an amount sufficient to discharge any liability to tax which relates to sums so received or distributed or to discharge any such other
liability of the Note Trustee to tax from the funds held by the Note Trustee upon the trusts of this Trust Deed.
11.32 Error of judgment
The Note Trustee shall not be liable for any error of judgment made in good faith by any officer or employee of the Note Trustee
assigned by the Note Trustee to administer its corporate trust matters.
11.33 Professional charges
Any trustee being a banker, lawyer, broker or other person engaged in any profession or business shall be entitled to charge and be paid
all usual professional and other charges for business transacted and acts done by him or his partner or firm on matters arising in
connection with the

trusts of this Trust Deed and also his properly incurred charges in addition to disbursements for all other work and business done and all
time spent by him or his partner or firm on matters arising in connection with this Trust Deed, including matters which might or should
have been attended to in person by a trustee not being a banker, lawyer, broker or other professional person.
11.34 Expenditure by the Note Trustee
Nothing contained in this Trust Deed or any other Programme document shall require the Note Trustee to expend or risk its own funds
or otherwise incur any financial liability in the performance of its duties or the exercise of any right, power, authority or discretion
hereunder if it has grounds for believing the repayment of such funds or adequate indemnity against, or security for, or prefunding
against, such risk or liability is not reasonably assured to it.
11.35 Regulatory Position
Notwithstanding anything in the Trust Deed or any other Programme document to the contrary, the Note Trustee shall not do, or be
authorised or required to do, anything which might constitute a regulated activity for the purpose of FSMA, unless it is authorised under
FSMA to do so.
The Note Trustee shall have the discretion at any time:
(a)

to delegate any of the functions which fall to be performed by an authorised person under FSMA to any other agent or person
which also has the necessary authorisations and licences; and

(b)

to apply for authorisation under FSMA and perform any or all such functions itself if, in its absolute discretion, it considers it
necessary, desirable or appropriate to do so.

Nothing in this Trust Deed shall require the Note Trustee to assume an obligation of the Relevant Issuers arising under any provisions
of the listing, prospectus, disclosure or transparency rules (or equivalent rules of any other competent authority besides the Financial
Conduct Authority).
11.36 Not Bound to Act
In relation to any discretion to be exercised or action to be taken by the Note Trustee under any Programme document, the Note Trustee
may, at its discretion and without further notice or shall, if it has been so directed by an extraordinary resolution of the Noteholders of
any Series or so requested in writing by the holders of at least 25 per cent. in principal amount of Notes of any Series, exercise such
discretion or take such action, provided that, in either case, the Note Trustee shall not be obliged to exercise such discretion or take such
action unless it shall have been indemnified, secured and/or prefunded to its satisfaction against all liabilities and provided that the Note
Trustee shall not be held liable for the consequences of exercising its discretion or taking any such action and may do so without having
regard to the effect of such action on individual noteholders.
11.37 Personal Data
Notwithstanding the other provisions of the Programme documents, the Note Trustee may collect, use and disclose personal data about
the parties (if any are an individual) or individuals associated with the Relevant Issuer and/or other parties, so that the Note Trustee can
carry out its obligations to the Relevant Issuer and the other parties and for other related purposes, including auditing, monitoring and
analysis of its business, fraud and crime prevention, money laundering, legal and regulatory compliance and the marketing by the Note
Trustee or members of the Note Trustee’s corporate group of other services. The Note Trustee will keep the personal data up to date.
The Note Trustee may also transfer the personal data to any country (including countries

outside the European Economic Area where there may be less stringent data protection laws) to process information on the Note
Trustee’s behalf. Wherever it is processed, the personal data will be protected by a strict code of secrecy and security to which all
members of the Note Trustee’s corporate group, their staff and any third parties are subject, and will only be used in accordance with
the Note Trustee’s instructions.
12.

NOTE TRUSTEE LIABLE FOR NEGLIGENCE
Section 1 of the Trustee Act 2000 shall not apply to any function of the Note Trustee where there are any inconsistencies between the
Trustee Acts and the provisions of this Trust Deed, the provisions of this Trust Deed shall, to the extent allowed by law, prevail and, in
the case of any such inconsistency with the Trustee Act 2000, the provisions of this Trust Deed shall constitute a restriction or exclusion
for the purposes of that Act.
Subject to Sections 750 and 751 of the Companies Act 2006 (if applicable) and notwithstanding anything to the contrary the
Programme documents, the Note Trustee shall not be liable to any person for any matter or thing done or omitted in any way in
connection with or in relation to the Programme documents, save in connection with its own gross negligence, wilful default or fraud.
Any liability of the Note Trustee arising under the Programme documents shall be limited to the amount of actual loss suffered (such
loss shall be determined as at the date of default of the Note Trustee or, if later, the date on which the loss arises as a result of such
default) but without reference to any special conditions or circumstances known to the Note Trustee at the time of entering into the
Programme documents, or at the time of accepting any relevant instructions, which increase the amount of the loss. In no event shall the
Note Trustee be liable for any loss of profits, goodwill, reputation, business opportunity or anticipated saving, or for special, punitive or
consequential damages, whether or not the Note Trustee has been advised of the possibility of such loss or damages. This clause shall
not apply in the event that a court with jurisdiction determines that the Note Trustee has acted fraudulently or to the extent the limitation
of such liability would be precluded by virtue of Sections 750 and 751 of the Companies Act 2006.

13.

WAIVER
The Note Trustee may, without the consent or sanction of the Noteholders or Couponholders and without prejudice to its rights in
respect of any subsequent breach, condition, event or act from time to time and at any time, if in its opinion the interests of the
Noteholders will not be materially prejudiced thereby, waive or authorise, on such terms and conditions as seem expedient to it, any
breach or proposed breach by the Relevant Issuer of this Trust Deed or the Conditions or the Notes or Coupons or determine that an
Event of Default shall not be treated as such for the purposes of this Trust Deed provided that the Note Trustee shall not do so in
contravention of an express direction given by an Extraordinary Resolution or a request made pursuant to Condition 12 (Events of
Default). No such direction or request shall affect a previous waiver, authorisation or determination. Any such waiver, authorisation or
determination shall be binding on the Noteholders and the Couponholders and, if the Note Trustee so requires the Relevant Issuer shall
cause such waiver, authorisation or determination to be notified to the Noteholders as soon as practicable in accordance with the
Conditions.

14.

FREEDOM TO ACT
None of the Note Trustee or its directors and officers should be precluded from entering into transactions in the ordinary course of
business with any of the other parties or be accountable for the same (including any profit therefrom) to Noteholders or any person.

15.

MODIFICATION AND SUBSTITUTION

15.1

Modification
The Note Trustee may agree without the consent of the Noteholders or Couponholders to any modification to this Trust Deed or the
Conditions or the Notes or Coupons which is, in its opinion, of a formal, minor or technical nature or to correct a manifest error. The
Note Trustee may also so agree to any modification to this Trust Deed or the Notes that is in its opinion not materially prejudicial to the
interests of the Noteholders, but such power does not extend to any such modification as is mentioned in the proviso to paragraph 2 of
Schedule 7 (Provisions for Meetings of Noteholders). Any such modification shall be binding on the Noteholders and the
Couponholders and, unless the Note Trustee otherwise agrees, the Relevant Issuer shall cause such modification to be notified to the
Noteholders as soon as practicable thereafter in accordance with the Conditions.

15.2

Substitution
(a)

The Note Trustee may, without the consent of the Noteholders or Couponholders, agree to the substitution of the Relevant
Issuer’s successor in business (the ”Substituted Obligor”) in place of the Relevant Issuer (or of any previous substitute under
this Subclause) as the principal debtor under this Trust Deed, the Notes, the Coupons and the Talons provided that:
(i)

a deed is executed or undertaking given by the Substituted Obligor to the Note Trustee, in form and manner satisfactory
to the Note Trustee, agreeing to be bound by this Trust Deed, the Notes, the Coupons and the Talons (with
consequential amendments as the Note Trustee may deem appropriate, including any necessary change of the law
governing the Notes, the Coupons, the Talons and/or the Trust Deed) as if the Substituted Obligor had been named in
this Trust Deed, the Notes, the Certificates, the Coupons and the Talons as the principal debtor in place of the Relevant
Issuer or any previous substitute under this Subclause;

(ii)

the Note Trustee is satisfied that (i) the Substituted Obligor has obtained all governmental and regulatory approvals and
consents necessary for its assumption of liability as principal debtor in respect of the Notes and the Coupons in place of
the Relevant Issuer (or such previous substitute as aforesaid) and (ii) such approvals and consents are at the time of
substitution in full force and effect;

(iii)

the Note Trustee may request legal opinions in a form and manner acceptable to it in relation to the Substituted Obligor:

(iv)

without prejudice to the rights of reliance of the Note Trustee under Subclause 15.2(b) the Note Trustee is satisfied that
the said substitution is not materially prejudicial to the interests of the Noteholders;

(v)

Moody’s and S&P have confirmed in writing to the Note Trustee that the substitution of the Substituted Obligor will
not result in a downgrading of the then current credit rating of such rating agencies applicable to the class of debt
represented by the Notes;

(vi)

if the Substituted Obligor is subject generally to the taxing jurisdiction of a territory or any authority of or in that
territory with power to tax (the “Substituted Territory”) other than the territory to the taxing jurisdiction of which (or
to any

such authority of or in which) the Relevant Issuer is subject generally (the “Issuer’s Territory”), the Substituted
Obligor shall (unless the Note Trustee otherwise agrees) give to the Note Trustee an undertaking satisfactory to the
Note Trustee in terms corresponding to Condition 10 (Taxation) with the substitution for the references in that
Condition to the Relevant Issuer’s Territory of references to the Substituted Territory whereupon the Trust Deed, the
Notes, the Certificates, the Coupons and the Talons shall be read accordingly;

(b)

(vii)

if any two directors of the Substituted Obligor certify that it will be solvent immediately prior to such substitution, the
Note Trustee need not have regard to the Substituted Obligor’s financial condition, profits or prospects or compare
them with those of the Relevant Issuer or any previous substitute under this Subclause;

(viii)

the Relevant Issuer, and the Substituted Obligor comply with such other requirements as the Note Trustee may direct in
the interests of the Noteholders and the Couponholders; and

(ix)

(unless the Relevant Issuer’s successor in business is the Substituted Obligor) the obligations of the Substituted Obligor
under this Trust Deed, the Notes and the Coupons are guaranteed by the Relevant Issuer to the Note Trustee’s
satisfaction.

Release of Substituted Issuer
An agreement by the Note Trustee pursuant to this Clause 15.2 shall, if so expressed, release the Relevant Issuer (or a previous
substitute) from any or all of its obligations under this Trust Deed, the Notes, the Coupons and the Talons. Notice of the
substitution shall be given to the Noteholders within 14 days of the execution of such documents and compliance with such
requirements.

(c)

Completion of Substitution
On completion of the formalities set out in this Clause 15.2, the Substituted Obligor shall be deemed to be named in this Trust
Deed, the Notes, the Certificates, the Coupons and the Talons as the principal debtor in place of the Relevant Issuer (or of any
previous substitute) and this Trust Deed, the Notes, the Certificates, the Coupons and the Talons shall be deemed to be amended
as necessary to give effect to the substitution.

16.

APPOINTMENT, RETIREMENT AND REMOVAL OF THE NOTE TRUSTEE

16.1

Appointment
Subject as provided in Clause 16.2 (Retirement and Removal), each Relevant Issuer has the power of appointing new trustees but noone may be so appointed in relation to a Series of Notes unless previously approved by an Extraordinary Resolution of the Noteholders
of such Series of Notes. A trust corporation shall at all times be a Note Trustee and may be the sole Note Trustee. Any appointment of a
new Note Trustee shall be notified by the Relevant Issuer to the Agents and to the Noteholders as soon as practicable.

16.2

Retirement and Removal
Any Note Trustee may retire at any time on giving at least three calendar months’ written notice to the Issuers without giving any
reason or being responsible for any costs occasioned by such retirement and the Noteholders of any Series may by Extraordinary
Resolution remove any Note

Trustee in relation to such Series provided that the retirement or removal of a sole trust corporation shall not be effective until a trust
corporation is appointed as successor Note Trustee. If a sole trust corporation gives notice of retirement or an Extraordinary Resolution
is passed for its removal, the Relevant Issuer shall use all reasonable endeavours to procure that another trust corporation be appointed
as Note Trustee but if it fails to do so within 30 days of the expiry of such three month notice period, the Note Trustee shall have the
power to appoint a new Note Trustee.
16.3

Co-Note Trustees
The Note Trustee may, despite Subclause 16.1 (Appointment), by written notice to the Relevant Issuer (with a copy to Moody’s and
S&P) appoint anyone to act as an additional Note Trustee jointly with the Note Trustee:
(a)

if the Note Trustee considers the appointment to be in the interests of the Noteholders and/or the Couponholders; or

(b)

to conform with a legal requirement, restriction or condition in a jurisdiction in which a particular act is to be performed; or

(c)

to obtain a judgment or to enforce a judgment or any provision of this Trust Deed in any jurisdiction.

Subject to the provisions of this Trust Deed the Note Trustee may confer on any person so appointed such functions as it thinks fit. The
Note Trustee may by written notice to each Relevant Issuer and that person remove that person. At the Note Trustee’s request, each
Relevant Issuer shall forthwith do all things as may be required to perfect such appointment or removal and each Relevant Issuer
irrevocably appoints the Note Trustee as its attorney in its name and on its behalf to do so.
16.4

Competence of a Majority of Note Trustees
If there are more than two Note Trustees the majority of them shall be competent to perform the Note Trustee’s functions provided the
majority includes a trust corporation.

16.5

Merger
Any corporation into which the Note Trustee may be merged or converted or with which it may be consolidated, or any corporation
resulting from any merger, conversion or consolidation to which the Note Trustee shall be a party, or any corporation succeeding to all
or substantially all the corporate trust business of the Note Trustee, shall be the successor of the Note Trustee hereunder, provided such
corporation shall be otherwise qualified and eligible under this Clause, without the execution or filing of any paper or any further act on
the part of any of the parties thereto.

17.

NOTES HELD IN CLEARING SYSTEMS AND COUPONHOLDERS

17.1

Notes Held in Clearing Systems
So long as any Global Note is, or any Notes represented by a Global Certificate are, held on behalf of a clearing system, in considering
the interests of Noteholders, the Note Trustee may have regard to any information provided to it by such clearing system or its operator
as to the identity (either individually or by category) of its accountholders or participants with entitlements to any such Global Note or
the Registered Notes and may consider such interests on the basis that such accountholders or participants were the holder(s) thereof.

17.2

Couponholders
No notices need be given to Couponholders. They shall be deemed to have notice of the contents of any notice given to Noteholders.
Even if it has express notice to the contrary, in exercising any of its functions by reference to the interests of the Noteholders, the Note
Trustee shall assume that the holder of each Note is the holder of all Coupons and Talons relating to it.

18.

CURRENCY INDEMNITY

18.1

Currency of Account and Payment
The Contractual Currency is the sole currency of account and payment for all sums payable by the Relevant Issuer under or in
connection with this Trust Deed, the Notes and the Coupons, including damages.

18.2

Extent of Discharge
An amount received or recovered in a currency other than the Contractual Currency (whether as a result of, or of the enforcement of, a
judgment or order of a court of any jurisdiction, in the insolvency, winding-up or dissolution of the Relevant Issuer or otherwise), by the
Note Trustee or any Noteholder or Couponholder in respect of any sum expressed to be due to it from the Relevant Issuer shall only
discharge the Relevant Issuer to the extent of the Contractual Currency amount that the recipient is able to purchase with the amount so
received or recovered in that other currency on the date of that receipt or recovery (or, if it is not practicable to make that purchase on
that date, on the first date on which it is practicable to do so).

18.3

Indemnity
If that Contractual Currency amount is less than the Contractual Currency amount expressed to be due to the recipient under this Trust
Deed, the Notes or the Coupons, each Relevant Issuer (on a several (and not joint) basis only) shall indemnify it against any Liabilities
sustained by it as a result. In any event, each Relevant Issuer (on a several (and not joint) basis only) shall indemnify the recipient
against the cost of making any such purchase.

18.4

Indemnity Separate
The indemnities in this Clause 18 (Currency Indemnity) and in Subclause 10.5 (Indemnity) constitute separate and independent
obligations from the other obligations in this Trust Deed, shall give rise to a separate and independent cause of action, shall apply
irrespective of any indulgence granted by the Note Trustee and/or any Noteholder or Couponholder and shall continue in full force and
effect despite any judgment, order, claim or proof for a liquidated amount in respect of any sum due under this Trust Deed, the Notes
and/or the Coupons or any other judgment or order. Any such Liability as referred to in Subclause 18.3 (Indemnity) shall be deemed to
constitute a Liability suffered by the Note Trustee, the Noteholders and the Couponholders and no proof or evidence of any actual
Liability shall be required by the Relevant Issuer or its liquidator(s).

19.

COMMUNICATIONS

19.1

Method
Each communication under this Trust Deed shall be made in English by fax, electronic communication or otherwise in writing. Each
communication or document to be delivered to any party under this Trust Deed shall be sent to that party at the fax number, postal
address or electronic address, and marked for the attention of the person (if any), from time to time designated

by that party to each other party for the purpose of this Trust Deed. The initial fax number, postal address, electronic address and person
so designated by the parties under this Trust Deed are set out in the Procedures Memorandum.
19.2

Deemed Receipt
Any communication from any party to any other under this Trust Deed shall be effective, (if by fax) when the relevant delivery receipt
is received by the sender, (if in writing) when delivered and (if by electronic communication) when the relevant receipt of such
communication being read is given, or where no read receipt is requested by the sender, at the time of sending, provided that no
delivery failure notification is received by the sender within 24 hours of sending such communication; provided that any
communication which is received (or deemed to take effect in accordance with the foregoing) outside business hours or on a nonbusiness day in the place of receipt shall be deemed to take effect at the opening of business on the next following business day in such
place. Any communication delivered to any party under this Trust Deed which is to be sent by fax or electronic communication will be
written legal evidence.

19.3

No Notice to Couponholders
Neither the Note Trustee nor the Relevant Issuer shall be required to give any notice to the Couponholders for any purpose under this
Trust Deed and the Couponholders shall be deemed for all purposes to have notice of the contents of any notice given to the
Noteholders in accordance with Condition 18 (Notices).

20.

SEVERAL OBLIGATIONS AND NO CROSS-DEFAULT
Notwithstanding any other provision of this Trust Deed (or any other document entered into in connection with the issue of the Notes),
the obligations of each Issuer are several and if a misrepresentation, breach, default or event of default (or anything analogous thereto)
(a “Default”) occurs as a result of any act or omission or state of affairs which, in each case, relates only to an Issuer, such Default shall
be deemed not to have occurred in relation to the other Issuers (the “Other Issuers”) and, accordingly, no liability, right, action,
remedy, demand, claim, acceleration of any liability or other enforcement or remedied action may be taken against the Other Issuers.

21.

FURTHER PROVISIONS

21.1

Partial Invalidity
If, at any time, any provision of this Trust Deed is or becomes illegal, invalid or unenforceable in any respect under any law of any
jurisdiction, neither the legality, validity or enforceability of the remaining provisions nor the legality, validity or enforceability of such
provision under the law of any other jurisdiction will in any way be affected or impaired.

21.2

Counterparts
This Trust Deed may be executed manually or by facsimile in any number of counterparts. This has the same effect as if the signatures
on the counterparts were on a single copy of this Trust Deed.

22.

GOVERNING LAW AND JURISDICTION

22.1

Governing Law

This Trust Deed, the Notes and any non-contractual obligations arising out of or in connection with them shall be governed by and
construed in accordance with English law.
22.2

Jurisdiction
The courts of England are to have jurisdiction to settle any disputes that may arise out of or in connection with this Trust Deed, the
Notes, the Coupons or the Talons and accordingly any legal action or proceedings arising out of or in connection with this Trust Deed,
the Notes, the Coupons or the Talons (“Proceedings”) may be brought in such courts. The Issuers irrevocably submit to the jurisdiction
of such courts and waive any objections to Proceedings in such courts on the ground of venue or on the ground that the Proceedings
have been brought in an inconvenient forum. This Clause is for the benefit of each of the Note Trustee, the Noteholders and the
Couponholders and shall not limit the right of any of them to take Proceedings in any other court of competent jurisdiction nor shall the
taking of Proceedings in any one or more jurisdictions preclude the taking of Proceedings in any other jurisdiction (whether
concurrently or not).

22.3

Service of process
Each Issuer agrees that the documents which start any Proceedings and any other documents required to be served in relation to those
Proceedings may be served on it by being delivered to such Issuer at Avonbank, Feeder Road, Bristol BS2 0TB (for the attention of Ian
Williams, Treasurer), or to such other person with an address in England or Wales and/or at such other address in England or Wales as
such Issuer may specify by notice in writing to the Note Trustee and the Noteholders. Nothing in this paragraph shall affect the right of
the Note Trustee or any of the Noteholders to serve process in any other manner permitted by law. This clause applies to Proceedings in
England and to Proceedings elsewhere.

SCHEDULE 1
FORM OF GLOBAL NOTES
PART 1
FORM OF CGN TEMPORARY GLOBAL NOTE
[WESTERN POWER DISTRIBUTION (EAST MIDLANDS) PLC]/[WESTERN POWER DISTRIBUTION (SOUTH WALES)
PLC]/[WESTERN POWER DISTRIBUTION (SOUTH WEST) PLC]/[WESTERN POWER DISTRIBUTION (WEST MIDLANDS)
PLC]
(Incorporated with limited liability in England and Wales under the Companies Act 1985 with registered number
[02366923]/[02366985)]/[02366894]/[03600574])
EURO MEDIUM TERM NOTE PROGRAMME
TEMPORARY GLOBAL NOTE
Temporary Global Note No. [•]
This temporary Global Note is issued in respect of the Notes (the “Notes”) of the Tranche and Series specified in Part A of the Second
Schedule hereto of [ISSUER] (the “Issuer”).
Interpretation and Definitions
References in this temporary Global Note to the “Conditions” are to the Terms and Conditions applicable to the Notes (which are in the form
set out in Schedule 4 (Terms and Conditions of the Notes) to the amended and restated Trust Deed (the “Trust Deed”) dated 12 August 2019
between the Issuer and HSBC Corporate Trustee Company (UK) Limited as trustee, as such form is supplemented and/or modified and/or
superseded by the provisions of this temporary Global Note (including the supplemental definitions and any modifications or additions set out
in Part A of the Second Schedule hereto), which in the event of any conflict shall prevail). Other capitalised terms used in this temporary
Global Note shall have the meanings given to them in the Conditions or the Trust Deed. If the Second Schedule hereto specifies that the
applicable TEFRA exemption is either “C Rules” or “not applicable”, this temporary Global Note is a “C Rules Note”, otherwise this
temporary Global Note is a “D Rules Note”.
Aggregate Nominal Amount
The aggregate nominal amount from time to time of this temporary Global Note shall be an amount equal to the aggregate nominal amount of
the Notes as shall be shown by the latest entry in the fourth column of the First Schedule hereto, which shall be completed by or on behalf of
the Issuing and Paying Agent upon (i) the issue of Notes represented hereby, (ii) the exchange of the whole or a part of this temporary Global
Note for a corresponding interest in a permanent Global Note or, for Definitive Notes and/or (iii) the redemption or purchase and cancellation
of Notes represented hereby, all as described below.
Promise to Pay
Subject as provided herein, the Issuer, for value received, promises to pay to the bearer of this temporary Global Note, upon presentation and
(when no further payment is due in respect of this temporary Global Note) surrender of this temporary Global Note, on the Maturity Date (or on
such earlier date as the amount payable upon redemption under the Conditions may become repayable in accordance with the Conditions) the
amount payable upon redemption under the Conditions in respect of the aggregate nominal amount of Notes represented by this temporary
Global Note and (unless this temporary Global Note does not bear interest) to pay interest in respect of the Notes from the Interest
Commencement Date in arrear at the rates, on the dates for payment, and in accordance with the method of calculation provided for in the
Conditions, save that the calculation is made in respect of the total aggregate amount of the

Notes, together with such other sums and additional amounts (if any) as may be payable under the Conditions, in accordance with the
Conditions.
Exchange
On or after the first day following the expiry of 40 days after the Issue Date (the “Exchange Date”), this temporary Global Note may be
exchanged (free of charge to the holder) in whole or (in the case of a D Rules Note only) from time to time in part by its presentation and, on
exchange in full, surrender to or to the order of the Issuing and Paying Agent for interests in a permanent Global Note or, if so specified in the
Second Schedule hereto, for Definitive Notes in an aggregate nominal amount equal to the nominal amount of this temporary Global Note
submitted for exchange provided that, in the case of any part of a D Rules Note submitted for exchange for a permanent Global Note or
Definitive Notes, there shall have been Certification with respect to such nominal amount submitted for such exchange dated no earlier than the
Exchange Date.
“Certification” means the presentation to the Issuing and Paying Agent of a certificate or certificates with respect to one or more interests in
this temporary Global Note, signed by Euroclear or Clearstream, Luxembourg, substantially to the effect set out in Schedule 4 (Clearing System
Certificate of Non-U.S. Citizenship and Residency) to the Agency Agreement to the effect that it has received a certificate or certificates
substantially to the effect set out in Schedule 3 (Accountholder Certificate of Non-U.S. Citizenship and Residency) to the Agency Agreement
with respect thereto and that no contrary advice as to the contents thereof has been received by Euroclear or Clearstream, Luxembourg, as the
case may be.
Upon the whole or a part of this temporary Global Note being exchanged for a permanent Global Note, such permanent Global Note shall be
exchangeable in accordance with its terms for Definitive Notes.
The Definitive Notes for which this temporary Global Note or a permanent Global Note may be exchangeable shall be duly executed and
authenticated, shall, in the case of Definitive Notes, have attached to them all Coupons (and, where appropriate, Talons) in respect of interest
that has not already been paid on this temporary Global Note or the permanent Global Note, as the case may be, shall be security printed and
shall be substantially in the form set out in the Schedules to the Trust Deed as supplemented and/or modified and/or superseded by the terms of
the Second Schedule hereto.
On any exchange of a part of this temporary Global Note for an equivalent interest in a permanent Global Note or for Definitive Notes, as the
case may be, the portion of the nominal amount hereof so exchanged shall be endorsed by or on behalf of the Issuing and Paying Agent in the
First Schedule hereto, whereupon the nominal amount hereof shall be reduced for all purposes by the amount so exchanged and endorsed.
Benefit of Conditions
Except as otherwise specified herein, this temporary Global Note is subject to the Conditions and the Trust Deed and, until the whole of this
temporary Global Note is exchanged for equivalent interests in a permanent Global Note or for Definitive Notes or cancelled, the holder of this
temporary Global Note shall in all respects be entitled to the same benefits as if it were the holder of the permanent Global Note (or the relevant
part of it) or the Definitive Notes, as the case may be, for which it may be exchanged as if such permanent Global Note or Definitive Notes had
been issued on the Issue Date.
Payments
No person shall be entitled to receive any payment in respect of the Notes represented by this temporary Global Note that falls due on or after
the Exchange Date unless, upon due presentation of this temporary Global Note for exchange, delivery of (or, in the case of a subsequent
exchange, due endorsement of) a

permanent Global Note or delivery of Definitive Notes, as the case may be, is improperly withheld or refused by or on behalf of the Issuer.
Payments due in respect of a D Rules Note before the Exchange Date shall only be made in relation to such nominal amount of this temporary
Global Note with respect to which there shall have been Certification dated no earlier than such due date for payment.
Any payments that are made in respect of this temporary Global Note shall be made to its holder against presentation and (if no further payment
falls to be made on it) surrender of it at the specified office of the Issuing and Paying Agent or of any other Paying Agent provided for in the
Conditions. If any payment in full of principal is made in respect of any Note represented by this temporary Global Note, the portion of this
temporary Global Note representing such Note shall be cancelled and the amount so cancelled shall be endorsed by or on behalf of the Issuing
and Paying Agent in the First Schedule hereto (such endorsement being prima facie evidence that the payment in question has been made)
whereupon the nominal amount hereof shall be reduced for all purposes by the amount so cancelled and endorsed. If any other payments are
made in respect of the Notes represented by this temporary Global Note, a record of each such payment shall be endorsed by or on behalf of the
Issuing and Paying Agent on an additional schedule hereto (such endorsement being prima facie evidence that the payment in question has
been made).
For the purposes of any payments made in respect of this temporary Global Note, the words “in the relevant place of presentation” shall not
apply in the definition of business day in Condition 9(h) (Non-Business Day).
Cancellation
Cancellation of any Note represented by this temporary Global Note that is required by the Conditions to be cancelled (other than upon its
redemption) shall be effected by reduction in the nominal amount of this temporary Global Note representing such Note on its presentation to
or to the order of the Issuing and Paying Agent for endorsement in the First Schedule hereto, whereupon the nominal amount hereof shall be
reduced for all purposes by the amount so cancelled and endorsed.
Notices
Notwithstanding Condition 18 (Notices), notices required to be given in respect of the Notes represented by this temporary Global Note may be
given by their being delivered (so long as this temporary Global Note is held on behalf of Euroclear and Clearstream, Luxembourg or any other
clearing system) to Euroclear, Clearstream, Luxembourg or such other clearing system, as the case may be, or otherwise to the holder of this
temporary Global Note, rather than by publication as required by the Conditions.
No provision of this temporary Global Note shall alter or impair the obligation of the Issuer to pay the principal and premium of and interest on
the Notes when due in accordance with the Conditions.
This temporary Global Note shall not be valid or become obligatory for any purpose until authenticated by or on behalf of the Issuing and
Paying Agent.
This temporary Global Note and any non-contractual obligations arising out of or in connection with it shall be governed by English law.

IN WITNESS whereof the Issuer has caused this temporary Global Note to be duly signed on its behalf.
Dated as of the Issue Date.
[ISSUER]
By:

CERTIFICATE OF AUTHENTICATION
This temporary Global Note is authenticated
by or on behalf of the Issuing and Paying Agent.
HSBC BANK PLC
as Issuing and Paying Agent
By:

Authorised Signatory
For the purposes of authentication only.
ANY UNITED STATES PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO LIMITATIONS UNDER THE UNITED
STATES INCOME TAX LAWS, INCLUDING THE LIMITATIONS PROVIDED IN SECTIONS 165(j) AND 1287(a) OF THE INTERNAL
REVENUE CODE.

The First Schedule
Nominal amount of Notes represented by this temporary Global Note
The following (i) issue of Notes initially represented by this temporary Global Note, (ii) exchanges of the whole or a part of this temporary
Global Note for interests in a permanent Global Note or for Definitive Notes and/or (iii) cancellations or forfeitures of interests in this
temporary Global Note have been made, resulting in the nominal amount of this temporary Global Note specified in the latest entry in the
fourth column below:

Date

Amount of decrease in
nominal amount of this
temporary Global Note

Reason for decrease in
nominal amount of this
temporary Global Note
(exchange, cancellation or
forfeiture)

Issue Date

not applicable

not applicable

Nominal amount of this
temporary Global Note on
issue or following such
decrease

Notation made by or on
behalf of the Issuing and
Paying Agent

The Second Schedule
[Insert the provisions of the relevant [Final Terms/Pricing Supplement] that relate to the Conditions or the Global Notes as the Second
Schedule]

PART 2
FORM OF CGN PERMANENT GLOBAL NOTE
[WESTERN POWER DISTRIBUTION (EAST MIDLANDS) PLC]/[WESTERN POWER DISTRIBUTION (SOUTH WALES)
PLC]/[WESTERN POWER DISTRIBUTION (SOUTH WEST) PLC]/[WESTERN POWER DISTRIBUTION (WEST MIDLANDS)
PLC]
(Incorporated with limited liability in England and Wales under the Companies Act 1985 with registered number
[02366923]/[02366985)]/[02366894]/[03600574])
EURO MEDIUM TERM NOTE PROGRAMME
PERMANENT GLOBAL NOTE
Permanent Global Note No. [•]
This permanent Global Note is issued in respect of the Notes (the “Notes”) of the Tranche(s) and Series specified in Part A of the Third
Schedule hereto of [ISSUER] (the “Issuer”).
Interpretation and Definitions
References in this permanent Global Note to the “Conditions” are to the Terms and Conditions applicable to the Notes (which are in the form
set out in Schedule 4 (Terms and Conditions of the Notes) to the amended and restated Trust Deed (the “Trust Deed”) dated 12 August 2019
between the Issuer and HSBC Corporate Trustee Company (UK) Limited as trustee, as such form is supplemented and/or modified and/or
superseded by the provisions of this permanent Global Note (including the supplemental definitions and any modifications or additions set out
in Part A of the Third Schedule hereto), which in the event of any conflict shall prevail). Other capitalised terms used in this permanent Global
Note shall have the meanings given to them in the Conditions or the Trust Deed.
Aggregate Nominal Amount
The aggregate nominal amount from time to time of this permanent Global Note shall be an amount equal to the aggregate nominal amount of
the Notes as shall be shown by the latest entry in the fourth column of the First Schedule hereto, which shall be completed by or on behalf of
the Issuing and Paying Agent upon (i) the exchange of the whole or a part of the temporary Global Note initially representing the Notes for a
corresponding interest herein (in the case of Notes represented by a temporary Global Note upon issue), (ii) the issue of the Notes represented
hereby (in the case of Notes represented by this permanent Global Note upon issue), (iii) the exchange of the whole or, where the limited
circumstances so permit, a part of this permanent Global Note for Definitive Notes and/or (iv) the redemption or purchase and cancellation of
Notes represented hereby, all as described below.
Promise to Pay
Subject as provided herein, the Issuer, for value received, hereby promises to pay to the bearer of this permanent Global Note, upon
presentation and (when no further payment is due in respect of this permanent Global Note) surrender of this permanent Global Note, on the
Maturity Date (or on such earlier date as the amount payable upon redemption under the Conditions may become repayable in accordance with
the Conditions) the amount payable upon redemption under the Conditions in respect of the aggregate nominal amount of Notes represented by
this permanent Global Note and (unless this permanent Global Note does not bear interest) to pay interest in respect of the Notes from the
Interest

Commencement Date in arrear at the rates, on the dates for payment, and in accordance with the method of calculation provided for in the
Conditions, save that the calculation is made in respect of the total aggregate amount of the Notes, together with such other sums and additional
amounts (if any) as may be payable under the Conditions, in accordance with the Conditions.
Exchange
This permanent Global Note is exchangeable (free of charge to the holder) on or after the Exchange Date in whole but not, except as provided
in the next paragraph, in part for the Definitive Notes if this permanent Global Note is held on behalf of Euroclear or Clearstream, Luxembourg
or any other clearing system (an ”Alternative Clearing System”) and any such clearing system is closed for business for a continuous period
of 14 days (other than by reason of holidays, statutory or otherwise) or announces an intention permanently to cease business or does in fact do
so.
“Exchange Date” means a day falling not less than 60 days after that on which the notice requiring exchange is given and on which banks are
open for business in the city in which the specified office of the Issuing and Paying Agent is located and, except in the case of exchange above,
in the cities in which Euroclear and Clearstream, Luxembourg or, if relevant, the Alternative Clearing System, are located.
Any such exchange may be effected on or after an Exchange Date by the holder of this permanent Global Note surrendering this permanent
Global Note to or to the order of the Issuing and Paying Agent. In exchange for this permanent Global Note, the Issuer shall deliver, or procure
the delivery of, duly executed and authenticated Definitive Notes in an aggregate nominal amount equal to the nominal amount of this
permanent Global Note submitted for exchange (if appropriate, having attached to them all Coupons (and, where appropriate, Talons) in respect
of interest that has not already been paid on this permanent Global Note), security printed and substantially in the form set out in the Schedules
to the Trust Deed as supplemented and/or modified and/or superseded by the terms of the Third Schedule hereto.
Benefit of Conditions
Except as otherwise specified herein, this permanent Global Note is subject to the Conditions and the Trust Deed and, until the whole of this
permanent Global Note is exchanged for Definitive Notes or cancelled, the holder of this permanent Global Note shall in all respects be entitled
to the same benefits as if it were the holder of the Definitive Notes for which it may be exchanged and as if such Definitive Notes had been
issued on the Issue Date.
Payments
No person shall be entitled to receive any payment in respect of the Notes represented by this permanent Global Note that falls due after an
Exchange Date for such Notes, unless upon due presentation of this permanent Global Note for exchange, delivery of Definitive Notes is
improperly withheld or refused by or on behalf of the Issuer or the Issuer does not perform or comply with any one or more of what are
expressed to be its obligations under any Definitive Notes.
Payments in respect of this permanent Global Note shall be made to its holder against presentation and (if no further payment falls to be made
on it) surrender of it at the specified office of the Issuing and Paying Agent or of any other Paying Agent provided for in the Conditions. A
record of each such payment shall be endorsed on the First or Second Schedule hereto, as appropriate, by the Issuing and Paying Agent or by
the relevant Paying Agent, for and on behalf of the Issuing and Paying Agent, which endorsement shall (until the contrary is proved) be prima
facie evidence that the payment in question has been made.
For the purposes of any payments made in respect of this permanent Global Note, the words “in the relevant place of presentation” shall not
apply in the definition of business day in Condition 9(h) (Non-Business Days).

Prescription
Claims in respect of principal and interest (as each is defined in the Conditions) in respect of this permanent Global Note shall become void
unless it is presented for payment within a period of ten years (in the case of principal) and five years (in the case of interest) from the
appropriate Relevant Date.
Meetings
For the purposes of any meeting of Noteholders, the holder of this permanent Global Note shall be treated as having one vote in respect of each
integral currency unit of the Specified Currency of the Notes.
Cancellation
Cancellation of any Note represented by this permanent Global Note that is required by the Conditions to be cancelled (other than upon its
redemption) shall be effected by reduction in the nominal amount of this permanent Global Note representing such Note on its presentation to
or to the order of the Issuing and Paying Agent for endorsement in the First Schedule hereto, whereupon the nominal amount hereof shall be
reduced for all purposes by the amount so cancelled and endorsed.
Purchase
Notes may only be purchased by the Issuer if they are purchased together with the right to receive all future payments of interest thereon.
Issuer’s Options
Any option of the Issuer provided for in the Conditions shall be exercised by the Issuer giving notice to the Noteholders within the time limits
set out in and containing the information required by the Conditions, except that the notice shall not be required to contain the serial numbers of
Notes drawn in the case of a partial exercise of an option and accordingly no drawing of Notes shall be required.
Noteholders’ Options
Any option of the Noteholders provided for in the Conditions may be exercised by the holder of this permanent Global Note giving notice to
the Issuing and Paying Agent within the time limits relating to the deposit of Notes with a Paying Agent set out in the Conditions substantially
in the form of the notice available from any Paying Agent, except that the notice shall not be required to contain the certificate numbers of the
Notes in respect of which the option has been exercised, and stating the nominal amount of Notes in respect of which the option is exercised
and at the same time presenting this permanent Global Note to the Issuing and Paying Agent, or to a Paying Agent acting on behalf of the
Issuing and Paying Agent, for notation accordingly in the Fourth Schedule hereto.
Notices
Notwithstanding Condition 18 (Notices), notices required to be given in respect of the Notes represented by this permanent Global Note may be
given by their being delivered (so long as this permanent Global Note is held on behalf of Euroclear, Clearstream, Luxembourg or any other
clearing system) to Euroclear, Clearstream, Luxembourg or such other clearing system, as the case may be, or otherwise to the holder of this
permanent Global Note, rather than by publication as required by the Conditions.

Negotiability
This permanent Global Note is a bearer document and negotiable and accordingly:
(a)

is freely transferable by delivery and such transfer shall operate to confer upon the transferee all rights and benefits appertaining
hereto and to bind the transferee with all obligations appertaining hereto pursuant to the Conditions

(b)

the holder of this permanent Global Note is and shall be absolutely entitled as against all previous holders to receive all
amounts by way of amounts payable upon redemption, interest or otherwise payable in respect of this permanent Global Note
and the Issuer has waived against such holder and any previous holder of this permanent Global Note all rights of set-off or
counterclaim that would or might otherwise be available to it in respect of the obligations evidenced by this Global Note and

(c)

payment upon due presentation of this permanent Global Note as provided herein shall operate as a good discharge against such
holder and all previous holders of this permanent Global Note.

No provisions of this permanent Global Note shall alter or impair the obligation of the Issuer to pay the principal and premium of and interest
on the Notes when due in accordance with the Conditions.
This permanent Global Note shall not be valid or become obligatory for any purpose until authenticated by or on behalf of the Issuing and
Paying Agent.
This permanent Global Note and any non-contractual obligations arising out of or in connection with it shall be governed by English law.

IN WITNESS whereof the Issuer has caused this permanent Global Note to be duly signed on its behalf.
Dated as of the Issue Date.
[ISSUER]
By:

CERTIFICATE OF AUTHENTICATION
This permanent Global Note is authenticated by or on behalf of the Issuing and Paying Agent.
HSBC BANK PLC
as Issuing and Paying Agent
By:

Authorised Signatory
For the purposes of authentication only.
ANY UNITED STATES PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO LIMITATIONS UNDER THE UNITED
STATES INCOME TAX LAWS, INCLUDING THE LIMITATIONS PROVIDED IN SECTIONS 1650) AND 1287(a) OF THE INTERNAL
REVENUE CODE.

The First Schedule
Nominal amount of Notes represented by this permanent Global Note
The following (i) issues of Notes initially represented by this permanent Global Note, (ii) exchanges of interests in a temporary Global Note for
interests in this permanent Global Note, (iii) exchanges of the whole or a part of this permanent Global Note for Definitive Notes, (iv)
cancellations or forfeitures of interests in this permanent Global Note and/or (v) payments of amounts payable upon redemption in respect of
this permanent Global Note have been made, resulting in the nominal amount of this permanent Global Note specified in the latest entry in the
fourth column:

Date

Reason for
increase/decrease in
nominal amount of this
permanent Global Note
(initial issue, exchange,
Amount of increase/decrease cancellation, forfeiture or
Nominal amount of this
in nominal amount of this
payment, stating amount
permanent Global Note
permanent Global Note
of payment made)
following such increase/decrease

Notation made by or on
behalf of the Issuing and
Paying Agent

The Second Schedule
Payments of Interest
The following payments of interest or Interest Amount in respect of this permanent Global Note have been made:

Due date of payment

Date of payment

Amount of interest

Notation made by or on behalf of
the Issuing and Paying Agent

The Third Schedule
[Insert the provisions of the relevant [Final Terms/Pricing Supplement] that relate to the Conditions or the Global Notes as the Third Schedule.]

The Fourth Schedule
Exercise of Noteholders’ Option
The following exercises of the option of the Noteholders provided for in the Conditions have been made in respect of the stated nominal
amount of this permanent Global Note:

Date of exercise

Nominal amount of this permanent
Global Note in respect of which
exercise is made

Date of which exercise of such
option is effective

Notation made by or on behalf of
the Issuing and Paying Agent

PART 3
FORM OF NGN TEMPORARY GLOBAL NOTE
[WESTERN POWER DISTRIBUTION (EAST MIDLANDS) PLC]/[WESTERN POWER DISTRIBUTION (SOUTH WALES)
PLC]/[WESTERN POWER DISTRIBUTION (SOUTH WEST) PLC]/[WESTERN POWER DISTRIBUTION (WEST MIDLANDS)
PLC]
(Incorporated with limited liability in England and Wales under the Companies Act 1985 with registered number
[02366923]/[02366985)]/[02366894]/[03600574])
EURO MEDIUM TERM NOTE PROGRAMME
TEMPORARY GLOBAL NOTE
Temporary Global Note No. [•]
This temporary Global Note is issued in respect of the Notes (the “Notes”) of the Tranche and Series specified in Part A of the Schedule hereto
of [ISSUER] (the “Issuer”).
Interpretation and Definitions
References in this temporary Global Note to the “Conditions” are to the Terms and Conditions applicable to the Notes (which are in the form
set out in Schedule 4 (Terms and Conditions of the Notes) to the amended and restated Trust Deed (the “Trust Deed”) dated 12 August 2019
between the Issuer, and HSBC Corporate Trustee Company (UK) Limited as trustee, as such form is supplemented and/or modified and/or
superseded by the provisions of this temporary Global Note (including the supplemental definitions and any modifications or additions set out
in Part A of the Schedule hereto), which in the event of any conflict shall prevail). Other capitalised terms used in this temporary Global Note
shall have the meanings given to them in the Conditions or the Trust Deed. If the Second Schedule hereto specifies that the applicable TEFRA
exemption is either “C Rules” or “not applicable”, this temporary Global Note is a “C Rules Note”, otherwise this temporary Global Note is a
“D Rules Note”.
Aggregate Nominal Amount
The aggregate nominal amount from time to time of this temporary Global Note shall be an amount equal to the aggregate nominal amount of
the Notes from time to time entered in the records of both Euroclear and Clearstream, Luxembourg (together the “relevant Clearing
Systems”), which shall be completed and/or amended, as the case may be, upon (i) the issue of Notes represented hereby, (ii) the exchange of
the whole or a part of this temporary Global Note for a corresponding interest recorded in the records

of the relevant Clearing Systems in a permanent Global Note or for Definitive Notes and/or (iii) the redemption or purchase and cancellation of
Notes represented hereby, all as described below.
The records of the relevant Clearing Systems (which expression in this temporary Global Note means the records that each relevant Clearing
System holds for its customers which reflect the amount of such customers’ interests in the Notes, but excluding any interest in any Notes of
one Clearing System sharing the records of another Clearing System) shall be conclusive evidence of the nominal amount of the Notes
represented by this temporary Global Note and, for these purposes, a statement issued by a relevant Clearing System (which statement shall be
made available to the bearer upon request) stating the nominal amount of Notes represented by the temporary Global Note at any time shall be
conclusive evidence of the records of the relevant Clearing Systems at that time.
Promise to Pay
Subject as provided herein, the Issuer, for value received, promises to pay to the bearer of this temporary Global Note, upon presentation and
(when no further payment is due in respect of this temporary Global Note) surrender of this temporary Global Note, on the Maturity Date (or on
such earlier date as the amount payable upon redemption under the Conditions may become repayable in accordance with the Conditions) the
amount payable upon redemption under the Conditions in respect of the aggregate nominal amount of Notes represented by this temporary
Global Note and (unless this temporary Global Note does not bear interest) to pay interest in respect of the Notes from the Interest
Commencement Date in arrear at the rates, on the dates for payment, and in accordance with the method of calculation provided for in the
Conditions, save that the calculation is made in respect of the total aggregate amount of the Notes, together with such other sums and additional
amounts (if any) as may be payable under the Conditions, in accordance with the Conditions.
Exchange
On or after the first day following the expiry of 40 days after the Issue Date (the “Exchange Date”), this temporary Global Note may be
exchanged (free of charge to the holder) in whole or (in the case of a D Rules Note only) from time to time in part by its presentation and, on
exchange in full, surrender to or to the order of the Issuing and Paying Agent for interests recorded in the records of the relevant Clearing
Systems in a permanent Global Note or, if so specified in Part A of the Schedule hereto, for Definitive Notes in an aggregate nominal amount
equal to the nominal amount of this temporary Global Note submitted for exchange provided that, in the case of any part of a D Rules Note
submitted for exchange for interests recorded in the records of the relevant Clearing Systems in a permanent Global Note or Definitive Notes,
there shall have been Certification with respect to such nominal amount submitted for such exchange dated no earlier than the Exchange Date.
“Certification” means the presentation to the Issuing and Paying Agent of a certificate or certificates with respect to one or more interests in
this temporary Global Note, signed by Euroclear or Clearstream, Luxembourg, substantially to the effect set out in Schedule 4 (Clearing System
Certificate of Non-U.S. Citizenship and Residency) to the Agency Agreement to the effect that it has received a certificate or certificates
substantially to the effect set out in Schedule 3 (Accountholder Certificate of Non-U.S. Citizenship and Residency) to the Agency Agreement
with respect thereto and that no contrary advice as to the contents thereof has been received by Euroclear or Clearstream, Luxembourg, as the
case may be.
Upon the whole or a part of this temporary Global Note being exchanged for a permanent Global Note, such permanent Global Note shall be
exchangeable in accordance with its terms for Definitive Notes.
The Definitive Notes for which this temporary Global Note or a permanent Global Note may be exchangeable shall be duly executed and
authenticated, shall, in the case of Definitive Notes, have attached to them all Coupons (and, where appropriate, Talons) in respect of interest
that has not already

been paid on this temporary Global Note or the permanent Global Note, as the case may be, shall be security printed and shall be substantially
in the form set out in the Schedules to the Trust Deed as supplemented and/or modified and/or superseded by the terms of Part A of the
Schedule hereto.
On any exchange of a part of this temporary Global Note for an equivalent interest recorded in the records of the relevant Clearing Systems in a
permanent Global Note or for Definitive Notes, as the case may be, the Issuer shall procure that details of the portion of the nominal amount
hereof so exchanged shall be entered pro rata in the records of the relevant Clearing Systems and upon any such entry being made, the nominal
amount of the Notes recorded in the records of the relevant Clearing Systems and represented by this temporary Global Note shall be reduced
by an amount equal to such portion so exchanged.
Benefit of Conditions
Except as otherwise specified herein, this temporary Global Note is subject to the Conditions and the Trust Deed and, until the whole of this
temporary Global Note is exchanged for equivalent interests in a permanent Global Note or for Definitive Notes or cancelled, the holder of this
temporary Global Note shall in all respects be entitled to the same benefits as if it were the holder of the permanent Global Note (or the relevant
part of it) or the Definitive Notes, as the case may be, for which it may be exchanged as if such permanent Global Note or Definitive Notes had
been issued on the Issue Date.
Payments
No person shall be entitled to receive any payment in respect of the Notes represented by this temporary Global Note that falls due on or after
the Exchange Date unless, upon due presentation of this temporary Global Note for exchange, delivery of (or, in the case of a subsequent
exchange, a corresponding entry being recorded in the records of the relevant Clearing Systems) a permanent Global Note or delivery of
Definitive Notes, as the case may be, is improperly withheld or refused by or on behalf of the Issuer.
Payments due in respect of a D Rules Note before the Exchange Date shall only be made in relation to such nominal amount of this temporary
Global Note with respect to which there shall have been Certification dated no earlier than such due date for payment.
Any payments that are made in respect of this temporary Global Note shall be made to its holder against presentation and (if no further payment
falls to be made on it) surrender of it at the specified office of the Issuing and Paying Agent or of any other Paying Agent provided for in the
Conditions and each payment so made will discharge the Issuer’s obligations in respect thereof. Any failure to make the entries in the records
of the relevant Clearing Systems referred to herein shall not affect such discharge. If any payment in full or in part of principal is made in
respect of any Note represented by this temporary Global Note the Issuer shall procure that details of such payment shall be entered pro rata in
the records of the relevant Clearing Systems and, upon any such entry being made, the nominal amount of the Notes recorded in the records of
the relevant Clearing Systems and represented by this temporary Global Note shall be reduced by the aggregate nominal amount of the Notes so
redeemed. If any other payments are made in respect of the Notes represented by this temporary Global Note, the Issuer shall procure that a
record of each such payment shall be entered pro rata in the records of the relevant Clearing Systems.
For the purposes of any payments made in respect of this temporary Global Note, the words “in the relevant place of presentation” shall not
apply in the definition of “business day” in Condition 9(h) (Non-Business Day).
Cancellation
On cancellation of any Note represented by this temporary Global Note that is required by the Conditions to be cancelled (other than upon its
redemption), the Issuer shall procure that details of such cancellation shall be entered pro rata in the records of the relevant Clearing systems
and, upon any such entry being

made, the nominal amount of the Note recorded in the records of the relevant Clearing Systems and represented by this temporary Global Note
shall be reduced by the aggregate nominal amount of the Notes so cancelled.
Notices
Notwithstanding Condition 18 (Notices), notices required to be given in respect of the Notes represented by this temporary Global Note may be
given by their being delivered (so long as this temporary Global Note is held on behalf of Euroclear and/or Clearstream, Luxembourg or any
other permitted clearing system) to Euroclear, Clearstream, Luxembourg or such other permitted clearing system, as the case may be, or
otherwise to the holder of this temporary Global Note, rather than by publication as required by the Conditions.
No provision of this temporary Global Note shall alter or impair the obligation of the Issuer to pay the principal and premium of and interest on
the Notes when due in accordance with the Conditions.
This temporary Global Note shall not be valid or become obligatory for any purpose until authenticated by or on behalf of the Issuing and
Paying Agent and effectuated by the entity appointed as Common Safekeeper by the relevant Clearing Systems.
This temporary Global Note and any non-contractual obligations arising out of or in connection with it shall be governed by English law.

IN WITNESS whereof the Issuer has caused this temporary Global Note to be duly signed on its behalf.
Dated as of the Issue Date.
[ISSUER]
By:
CERTIFICATE OF AUTHENTICATION
This temporary Global Note is authenticated by or on behalf of the Issuing and Paying Agent.
HSBC BANK PLC
as Issuing and Paying Agent
By:

Authorised Signatory
For the purposes of authentication only.
Effectuation
This temporary Global Note
is effectuated by or on behalf of the Common Safekeeper.
[COMMON SAFEKEEPER]
as Common Safekeeper
By:
Authorised Signatory
For the purposes of effectuation only.
ANY UNITED STATES PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO LIMITATIONS UNDER THE UNITED
STATES INCOME TAX LAWS, INCLUDING THE LIMITATIONS PROVIDED IN SECTIONS 165(j) AND 1287(a) OF THE INTERNAL
REVENUE CODE.

Schedule
[Insert the provisions of the relevant [Final Terms/Pricing Supplement] that relate to the Conditions or the Global Notes as the Schedule]

PART 4
FORM OF NGN PERMANENT GLOBAL NOTE
[WESTERN POWER DISTRIBUTION (EAST MIDLANDS) PLC]/[WESTERN POWER DISTRIBUTION (SOUTH WALES)
PLC]/[WESTERN POWER DISTRIBUTION (SOUTH WEST) PLC]/[WESTERN POWER DISTRIBUTION (WEST MIDLANDS)
PLC]
(Incorporated with limited liability in England and Wales under the Companies Act 1985 with registered number
[02366923]/[02366985)]/[02366894]/[03600574])
EURO MEDIUM TERM NOTE PROGRAMME
PERMANENT GLOBAL NOTE
Permanent Global Note No. [•]
This permanent Global Note is issued in respect of the Notes (the “Notes”) of the Tranche(s) and Series specified in Part A of the Schedule
hereto of [ISSUER] (the “Issuer”).
Interpretation and Definitions
References in this permanent Global Note to the “Conditions” are to the Terms and Conditions applicable to the Notes (which are in the form
set out in Schedule 4 (Terms and Conditions of the Notes) to the amended and restated Trust Deed (the “Trust Deed”) dated 12 August 2019
between the Issuer and HSBC Corporate Trustee Company (UK) Limited as trustee, as such form is supplemented and/or modified and/or
superseded by the provisions of this permanent Global Note (including the supplemental definitions and any modifications or additions set out
in Part A of the Schedule hereto), which in the event of any conflict shall prevail). Other capitalised terms used in this permanent Global Note
shall have the meanings given to them in the Conditions or the Trust Deed.
Aggregate Nominal Amount
The aggregate nominal amount from time to time of this permanent Global Note shall be an amount equal to the aggregate nominal amount of
the Notes from time to time entered in the records of both Euroclear and Clearstream, Luxembourg (together, the “relevant Clearing
Systems”), which shall be completed and/or amended as the case may be upon (i) the exchange of the whole or a part of the interests recorded
in the records of the relevant Clearing Systems in the temporary Global Note initially representing the Notes for a corresponding interest herein
(in the case of Notes represented by a temporary Global Note upon issue), (ii) the issue of the Notes represented hereby (in the case of Notes
represented by this permanent Global Note upon issue), (iii) the exchange of the whole or, where the limited circumstances so permit, a part of
this permanent Global Note for Definitive Notes and/or (iv) the redemption or purchase and cancellation of Notes represented hereby, all as
described below.
The records of the relevant Clearing Systems (which expression in this permanent Global Note means the records that each relevant Clearing
System holds for its customers which reflect the amount of such customers’ interests in the Notes, but excluding any interest in any Notes of
one Clearing System sharing the records of another Clearing System) shall be conclusive evidence of the nominal amount of the Notes
represented by this permanent Global Note and, for these purposes, a statement issued by a relevant Clearing System (which statement shall be
made available to the bearer upon request) stating the nominal amount of Notes represented by this permanent Global
Note at any time shall be conclusive evidence of the records of the relevant Clearing System at that time.

Promise to Pay
Subject as provided herein, the Issuer, for value received, hereby promises to pay to the bearer of this permanent Global Note, upon
presentation and (when no further payment is due in respect of this permanent Global Note) surrender of this permanent Global Note on the
Maturity Date (or on such earlier date as the amount payable upon redemption under the Conditions may become repayable in accordance with
the Conditions) the amount payable upon redemption under the Conditions in respect of the aggregate nominal amount of Notes represented by
this permanent Global Note and (unless this permanent Global Note does not bear interest) to pay interest in respect of the Notes from the
Interest Commencement Date in arrear at the rates, on the dates for payment, and in accordance with the method of calculation provided for in
the Conditions, save that the calculation is made in respect of the total aggregate amount of the Notes, together with such other sums and
additional amounts (if any) as may be payable under the Conditions, in accordance with the Conditions.
Exchange
This permanent Global Note is exchangeable (free of charge to the holder) on or after the Exchange Date in whole but not, except as provided
in the next paragraph, in part for the Definitive Notes if this permanent Global Note is held on behalf of Euroclear or Clearstream, Luxembourg
or any other permitted clearing system (an “Alternative Clearing System”) and any such clearing system is closed for business for a
continuous period of 14 days (other than by reason of holidays, statutory or otherwise) or announces an intention permanently to cease business
or does in fact do so.
“Exchange Date” means a day falling not less than 60 days after that on which the notice requiring exchange is given and on which banks are
open for business in the city in which the specified office of the Issuing and Paying Agent is located and, except in the case of exchange above,
in the cities in which Euroclear and Clearstream, Luxembourg or, if relevant, the Alternative Clearing System, are located.
Any such exchange may be effected on or after an Exchange Date by the holder of this permanent Global Note surrendering this permanent
Global Note to or to the order of the Issuing and Paying Agent. In exchange for this permanent Global Note, the Issuer shall deliver, or procure
the delivery of, duly executed and authenticated Definitive Notes in an aggregate nominal amount equal to the nominal amount of this
permanent Global Note submitted for exchange (if appropriate, having attached to them all Coupons (and, where appropriate, Talons) in respect
of interest, that have not already been paid on this permanent Global Note), security printed and substantially in the form set out in the
Schedules to the Trust Deed as supplemented and/or modified and/or superseded by the terms of Part A of the Schedule hereto.
Benefit of Conditions
Except as otherwise specified herein, this permanent Global Note, the Issuer shall procure that is subject to the Conditions and the Trust Deed
and, until the whole of this permanent Global Note is exchanged for Definitive Notes or cancelled, the holder of this permanent Global Note
shall in all respects be entitled to the same benefits as if it were the holder of the Definitive Notes for which it may be exchanged and as if such
Definitive Notes had been issued on the issue Date.
Payments
No person shall be entitled to receive any payment in respect of the Notes represented by this permanent Global Note that falls due after an
Exchange Date for such Notes, unless upon due presentation of this permanent Global Note for exchange, delivery of Definitive Notes is
improperly withheld or refused by or on behalf of the Issuer or the Issuer does not perform or comply with any one or more of what are
expressed to be its obligations under any Definitive Notes.

Payments in respect of this permanent Global Note shall be made to its holder against presentation and (if no further payment falls to be made
on it) surrender of it at the specified office of the Issuing and Paying Agent or of any other Paying Agent provided for in the Conditions and
each payment so made will discharge the Issuer’s obligations in respect thereof. Any failure to make the entries in the records of the relevant
Clearing Systems referred to herein shall not affect such discharge. The Issuer shall procure that details of each such payment shall be entered
pro rata in the records of the relevant Clearing Systems and in the case of any payment of principal and upon any such entry being made, the
nominal amount of the Notes recorded in the records of the relevant Clearing Systems and represented by this permanent Global Note shall be
reduced by the aggregate nominal amount of the Notes so redeemed.
For the purposes of any payments made in respect of this permanent Global Note, the words “in the relevant place of presentation” shall not
apply in the definition of business day in Condition 9(h) (Non-Business Days).
Prescription
Claims in respect of principal and interest (as each is defined in the Conditions) in respect of this permanent Global Note shall become void
unless it is presented for payment within a period of ten years (in the case of principal) and five years (in the case of interest) from the
appropriate Relevant Date.
Meetings
For the purposes of any meeting of Noteholders, the holder of this permanent Global Note shall be treated as having one vote in respect of each
integral currency unit of the Specified Currency of the Notes.
Cancellation
On cancellation of any Note represented by this permanent Global Note that is required by the Conditions to be cancelled (other than upon its
redemption), the Issuer shall procure that details of such cancellation shall be entered pro rata in the records of the relevant Clearing Systems
and, upon any such entry being made, the nominal amount of the Notes recorded in the records of the relevant Clearing Systems and
represented by this permanent Global Note shall be reduced by the aggregate nominal amount of the Notes so cancelled.
Purchase
Notes may only be purchased by the Issuer if they are purchased together with the right to receive all future payments of interest thereon.
Issuer’s Options
Any option of the Issuer provided for in the Conditions shall be exercised by the Issuer giving notice to the Issuing and Paying Agent, the
Noteholders and the relevant Clearing Systems (or procuring that such notice is given on its behalf) within the time limits set out in and
containing the information required by the Conditions, except that the notice shall not be required to contain the serial numbers of Notes drawn
in the case of a partial exercise of an option and accordingly no drawing of Notes shall be required. In the case of a partial exercise of an option,
the rights of accountholders with a clearing system in respect of the Notes will be governed by the standard procedures of Euroclear and/or
Clearstream, Luxembourg and shall be reflected in the records of Euroclear and/or Clearstream, Luxembourg as either a pool factor or a
reduction in nominal amount, at their discretion. Following the exercise of any such option, the Issuer shall procure that the nominal amount of
the Notes recorded in the records of the relevant Clearing Systems and represented by this permanent Global Note shall be reduced accordingly.
Noteholders’ Options

Any option of the Noteholders provided for in the Conditions may be exercised by the holder of this permanent Global Note giving notice to
the Issuing and Paying Agent within the time limits relating to the deposit of Notes with a Paying Agent set out in the Conditions substantially
in the form of the notice available from any Paying Agent, except that the notice shall not be required to contain the certificate numbers of the
Notes in respect of which the option has been exercised. Following the exercise of any such option, the Issuer shall procure that the nominal
amount of the Notes recorded in the records of the relevant Clearing Systems and represented by this permanent Global Note shall be reduced
by the aggregate nominal amount stated in the relevant exercise notice.
Notices
Notwithstanding Condition 18 (Notices), notices required to be given in respect of the Notes represented by this permanent Global Note may be
given by their being delivered (so long as this permanent Global Note is held on behalf of Euroclear and/or Clearstream, Luxembourg and/or an
Alternative Clearing System) to Euroclear, Clearstream, Luxembourg and/or such Alternative Clearing System, as the case may be, or
otherwise to the holder of this permanent Global Note, rather than by publication as required by the Conditions.
Negotiability
This permanent Global Note is a bearer document and negotiable and accordingly:
(a)

is freely transferable by delivery and such transfer shall operate to confer upon the transferee all rights and benefits appertaining
hereto and to bind the transferee with all obligations appertaining hereto pursuant to the Conditions;

(b)

the holder of this permanent Global Note is and shall be absolutely entitled as against all previous holders to receive all
amounts by way of amounts payable upon redemption, interest or otherwise payable in respect of this permanent Global Note
and the Issuer has waived against such holder and any previous holder of this permanent Global Note all rights of set-off or
counterclaim that would or might otherwise be available to it in respect of the obligations evidenced by this Global Note and;

(c)

payment upon due presentation of this permanent Global Note as provided herein shall operate as a good discharge against such
holder and all previous holders of this permanent Global Note.

No provisions of this permanent Global Note shall alter or impair the obligation of the Issuer to pay the principal and premium of and interest
on the Notes when due in accordance with the Conditions.
This permanent Global Note shall not be valid or become obligatory for any purpose until authenticated by or on behalf of the Issuing and
Paying Agent and effectuated by the entity appointed as Common Safekeeper by the relevant Clearing Systems.
This permanent Global Note and any non-contractual obligations arising out of or in connection with it shall be governed by English law.

IN WITNESS whereof the Issuer has caused this permanent Global Note to be duly signed on its behalf.
Dated as of the Issue Date.
[ISSUER]
By:
CERTIFICATE OF AUTHENTICATION
This permanent Global Note is authenticated by or on behalf of the Issuing and Paying Agent.
HSBC BANK PLC
as Issuing and Paying Agent
By:

Authorised Signatory
For the purposes of authentication only.

Effectuation
This permanent Global Note
is effectuated by or on behalf of the Common Safekeeper.
[COMMON SAFEKEEPER]
as Common Safekeeper
By:

Authorised Signatory
For the purposes of effectuation only.
ANY UNITED STATES PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO LIMITATIONS UNDER THE UNITED
STATES INCOME TAX LAWS, INCLUDING THE LIMITATIONS PROVIDED IN SECTIONS 165(j) AND 1287(a) OF THE INTERNAL
REVENUE CODE.

Schedule
[Insert the provisions of the relevant [Final Terms/Pricing Supplement] that relate to the Conditions or the Global Notes as the Schedule.]

PART 5
FORM OF GLOBAL CERTIFICATE
THIS SECURITY HAS NOT AND WILL NOT BE REGISTERED UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE
“SECURITIES ACT”), OR ANY OTHER APPLICABLE U.S. STATE SECURITIES LAWS, OR WITH ANY SECURITIES
REGULATORY AUTHORITY OF ANY STATE OR OTHER JURISDICTION OF THE UNITED STATES AND ACCORDINGLY, MAY
NOT BE OFFERED OR SOLD WITHIN THE UNITED STATES OR TO, OR FOR THE ACCOUNT OR BENEFIT OF, U.S. PERSONS
EXCEPT IN ACCORDANCE WITH THE AGENCY AGREEMENT AND THE TRUST DEED AND PURSUANT TO AN EXEMPTION
FROM REGISTRATION UNDER THE SECURITIES ACT OR PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER
THE SECURITIES ACT. THIS LEGEND SHALL CEASE TO APPLY UPON THE EXPIRY OF THE PERIOD OF 40 DAYS AFTER THE
COMPLETION OF THE DISTRIBUTION OF ALL THE NOTES OF THE TRANCHE OF WHICH THIS NOTE FORMS PART.
[WESTERN POWER DISTRIBUTION (EAST MIDLANDS) PLC]/[WESTERN POWER DISTRIBUTION (SOUTH WALES)
PLC]/[WESTERN POWER DISTRIBUTION (SOUTH WEST) PLC]/[WESTERN POWER DISTRIBUTION (WEST MIDLANDS)
PLC]
(Incorporated with limited liability in England and Wales under the Companies Act 1985 with registered number
[02366923]/[02366985)]/[02366894]/[03600574])
EURO MEDIUM TERM NOTE PROGRAMME
GLOBAL CERTIFICATE
Global Certificate No. [•]
This Global Certificate is issued in respect of the nominal amount specified above of the Notes (the “Notes”) of the Tranche and Series
specified in Part A of the Schedule hereto of [ISSUER] (the “Issuer”). This Global Certificate certifies that the person whose name is entered
in the Register (the “Registered Holder”) is registered as the holder of an issue of Notes of the nominal amount, specified currency and
specified denomination set out in Part A of the Schedule hereto.
Interpretation and Definitions
References in this Global Certificate to the “Conditions” are to the Terms and Conditions applicable to the Notes (which are in the form set out
in Schedule 4 (Terms and Conditions of the Notes) to the amended and restated Trust Deed (the “Trust Deed”) dated 12 August 2019 between
the Issuer and HSBC Corporate Trustee Company (UK) Limited as trustee, as such form is supplemented and/or modified and/or superseded by
the provisions of this Global Certificate (including the supplemental definitions and any modifications or additions set out in Part A of the
Schedule hereto), which in the event of any conflict shall prevail). Other capitalised terms used in this Global Certificate shall have the
meanings given to them in the Conditions or the Trust Deed.
Promise to Pay
The Issuer, for value received, promises to pay to the holder of the Notes represented by this Global Certificate upon presentation and (when no
further payment is due in respect of the Notes represented by this Global Certificate) surrender of this Global Certificate on the Maturity Date
(or on such earlier date as the amount payable upon redemption under the Conditions may become repayable in accordance with the
Conditions) the amount payable upon redemption under the Conditions in respect of the Notes represented by this Global Certificate and
(unless the Notes represented by this Certificate do not bear interest) to pay interest in respect of such Notes from the Interest Commencement
Date in arrear at the

rates, on the dates for payment, and in accordance with the methods of calculation provided for in the Conditions, save that the calculation is
made in respect of the total aggregate amount of the Notes represented by this Global Certificate, together with such other sums and additional
amounts (if any) as may be payable under the Conditions, in accordance with the Conditions. Each payment will be made to, or to the order of,
the person whose name is entered on the Register at the close of business on the Clearing System Business Day immediately prior to the date
for payment, where Clearing System Business Day means Monday to Friday inclusive except 25 December and 1 January.
For the purposes of this Global Certificate, (a) the holder of the Notes represented by this Global Certificate is bound by the provisions of the
Agency Agreement, (b) the Issuer certifies that the Registered Holder is, at the date hereof, entered in the Register as the holder of the Notes
represented by this Global Certificate, (c) this Global Certificate is evidence of entitlement only, (d) title to the Notes represented by this Global
Certificate passes only on due registration on the Register, and (e) only the holder of the Notes represented by this Global Certificate is entitled
to payments in respect of the Notes represented by this Global Certificate.
Transfer of Notes represented by permanent Global Certificates
If the Schedule hereto states that the Notes are to be represented by a permanent Global Certificate on issue, transfers of the holding of Notes
represented by this Global Certificate pursuant to Condition 2(b) (Transfer of Registered Notes) may only be made in part:
(a)

if the Notes represented by this Global Certificate are held on behalf of Euroclear or Clearstream, Luxembourg or any other
clearing system (an “Alternative Clearing System”) and any such clearing system is closed for business for a continuous
period of 14 days (other than by reason of holidays, statutory or otherwise) or announces an intention permanently to cease
business or does in fact do so or

(b)

with the consent of the Issuer

provided that, in the case of the first transfer of part of a holding pursuant to (a) above, the holder of the Notes represented by this Global
Certificate has given the Registrar not less than 30 days’ notice at its specified office of such holder’s intention to effect such transfer. Where
the holding of Notes represented by this Global Certificate is only transferable in its entirety, the Certificate issued to the transferee upon
transfer of such holding shall be a Global Certificate. Where transfers are permitted in part, Certificates issued to transferees shall not be Global
Certificates unless the transferee so requests and certifies to the Registrar that it is, or is acting as a nominee for, Clearstream, Luxembourg,
Euroclear and/or an Alternative Clearing System.
Issuer’s Options
In connection with an exercise of the option contained in Condition 6(e) (Redemption at the Option of the Relevant Issuer) in relation to some
only of the Notes, the Notes represented by this Global Certificate may be redeemed in part in the principal amount specified by the Issuer in
accordance with the Conditions and the Notes to be redeemed will not be selected as provided in the Conditions.
Noteholders’ Options
Any option of the Noteholders provided for in the Conditions may be exercised by the Noteholder giving notice to the Issuing and Paying
Agent within the time limits relating to the deposit of Notes with a Paying Agent, as set out in the Conditions, substantially in the form of the
notice available from any Paying Agent, except that the notice shall not be required to contain the certificate numbers of the Notes in respect of
which the option has been exercised. Following the exercise of any such option, the Issuer shall procure that the nominal amount of the Notes
recorded in the records of the relevant clearing systems

and represented by the permanent Global Certificate shall be reduced by the aggregate nominal amount stated in the relevant exercise notice.
Notices
Notwithstanding Condition 18 (Notices), so long as this Global Certificate is held on behalf of Euroclear, Clearstream, Luxembourg or any
other clearing system (an “Alternative Clearing System”), notices to Holders of Notes represented by this Global Certificate may be given by
delivery of the relevant notice to Euroclear, Clearstream, Luxembourg or (as the case may be) such Alternative Clearing System.
Determination of Entitlement
This Global Certificate is evidence of entitlement only and is not a document of title. Entitlements are determined by the Register and only the
Noteholder is entitled to payment in respect of this Global Certificate.
Meetings
For the purposes of any meeting of Noteholders, the holder of the Notes represented by this Global Certificate shall be treated as being entitled
to one vote in respect of each integral currency unit of the Specified Currency of the Notes.
This Global Certificate shall not become valid for any purpose until authenticated by or on behalf of the Registrar and in the case of Registered
Notes held under the NSS only, effectuated by the entity appointed as Common Safekeeper by the relevant Clearing Systems.
This Global Certificate and any non-contractual obligations arising out of or in connection with it shall be governed by English law.

IN WITNESS whereof the Issuer has caused this Global Certificate to be signed on its behalf.
Dated as of the Issue Date.
[ISSUER]
By:
CERTIFICATE OF AUTHENTICATION
This Global Certificate is authenticated by or on behalf of the Registrar.
HSBC BANK PLC
as Registrar
By:

Authorised Signatory
For the purposes of authentication only.
Effectuation
This Global Certificate is effectuated
by or on behalf of the Common Safekeeper

[COMMON SAFEKEEPER]
as Common Safekeeper
By:
Authorised Signatory
For the purposes of effectuation of Registered Notes held through the NSS only

Form of Transfer
For value received the undersigned transfers to
……………………………………….
……………………………………….
(PLEASE PRINT OR TYPEWRITE NAME AND ADDRESS OF TRANSFEREE)
[•] nominal amount of the Notes represented by this Global Certificate, and all rights under them.

Dated
Signed …………………………………….
Notes:

……………………………………….
Certifying Signature

(a)

The signature of the person effecting a transfer shall conform to a list of duly authorised specimen signatures supplied by the
holder of the Notes represented by this Global Certificate or (if such signature corresponds with the name as it appears on the
face of this Global Certificate) be certified by a notary public or a recognised bank or be supported by such other evidence as a
Transfer Agent or the Registrar may reasonably require.

(b)

A representative of the Noteholder should state the capacity in which he signs e.g. executor.

Schedule
[Insert the provisions of the relevant [Final Terms/Pricing Supplement] that relate to the Conditions or the Global Certificate as the Schedule.]

SCHEDULE 2
FORM OF DEFINITIVE BEARER NOTE
On the front:
[Denomination]

[lSIN]

[Series]

[Certif. No.]

[Currency and denomination]
[WESTERN POWER DISTRIBUTION (EAST MIDLANDS) PLC]/[WESTERN POWER DISTRIBUTION (SOUTH WALES)
PLC]/[WESTERN POWER DISTRIBUTION (SOUTH WEST) PLC]/[WESTERN POWER DISTRIBUTION (WEST MIDLANDS)
PLC]
(Incorporated with limited liability in England and Wales under the Companies Act 1985 with registered number
[02366923]/[02366985)]/[02366894]/[03600574])
EURO MEDIUM TERM NOTE PROGRAMME
Series No. [•]
[Title of issue]
This Note forms one of the series of Notes referred to above (the “Notes”) of [ISSUER] (the “Issuer”) designated as specified in the title
hereof. The Notes are subject to the Terms and Conditions (the ”Conditions”) endorsed hereon and are issued subject to, and with the benefit
of, the Trust Deed referred to in the Conditions. Expressions defined in the Conditions have the same meanings in this Note.
The Issuer for value received promises to pay to the bearer of this Note, on presentation and (when no further payment is due in respect of this
Note) surrender of this Note on the Maturity Date (or on such earlier date as the amount payable upon redemption under the Conditions may
become repayable in accordance with the Conditions) the amount payable upon redemption under the Conditions and (unless this Note does not
bear interest) to pay interest from the Interest Commencement Date in arrear at the rates, in the amounts and on the dates for payment provided
for in the Conditions together with such other sums and additional amounts (if any) as may be payable under the Conditions, in accordance with
the Conditions.
This Note shall not become valid or obligatory for any purpose until authenticated by or on behalf of the Issuing and Paying Agent.

IN WITNESS whereof the Issuer has caused this Note to be signed on its behalf.
Dated as of the Issue Date.
[ISSUER]
By:

CERTIFICATE OF AUTHENTICATION
This Note is authenticated
by or on behalf of the Issuing and Paying Agent.

HSBC BANK PLC
as Issuing and Paying Agent
By:

Authorised Signatory
For the purposes of authentication only.
ANY UNITED STATES PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO LIMITATIONS UNDER THE UNITED
STATES INCOME TAX LAWS, INCLUDING THE LIMITATIONS PROVIDED IN SECTIONS 165(j) AND 1287(a) OF THE INTERNAL
REVENUE CODE.

On the back:
Terms and Conditions of the Notes
[The Terms and Conditions that are set out in Schedule 4 (Terms and Conditions of the Notes) to the Trust Deed as amended by and
incorporating any additional provisions forming part of such Terms and Conditions and set out in Part A of the relevant [Final Terms/Pricing
Supplement] shall be set out here.]
ISSUING AND PAYING AGENT
[ISSUING AND PAYING AGENT]
PAYING AGENT[S]
•

•

•

•

•

•

SCHEDULE 3
FORM OF CERTIFICATE
On the front:
[WESTERN POWER DISTRIBUTION (EAST MIDLANDS) PLC]/[WESTERN POWER DISTRIBUTION (SOUTH WALES)
PLC]/[WESTERN POWER DISTRIBUTION (SOUTH WEST) PLC]/[WESTERN POWER DISTRIBUTION (WEST MIDLANDS)
PLC]
(Incorporated with limited liability in England and Wales under the Companies Act 1985 with registered number
[02366923]/[02366985)]/[02366894]/[03600574])
EURO MEDIUM TERM NOTE PROGRAMME
Series No. [•]
[Title of issue]
This Certificate certifies that [•] of [•] (the “Registered Holder”) is, as at the date hereof, registered as the holder of [nominal amount] of Notes
of the series of Notes referred to above (the “Notes”) of [ISSUER] (the ”Issuer”), designated as specified in the title hereof. The Notes are
subject to the Terms and Conditions (the ”Conditions”) endorsed hereon and are issued subject to, and with the benefit of, the Trust Deed
referred to in the Conditions. Expressions defined in the Conditions have the same meanings in this Certificate.
The Issuer, for value received, promises to pay to the holder of the Note(s) represented by this Certificate upon presentation and (when no
further payment is due in respect of the Note(s) represented by this Certificate) surrender of this Certificate on the Maturity Date (or on such
earlier date as the amount payable upon redemption under the Conditions may become repayable in accordance with the Conditions) the
amount payable upon redemption under the Conditions in respect of the Notes represented by this Certificate and (unless the Note(s)
represented by this Certificate do not bear interest) to pay interest in respect of such Notes from the Interest Commencement Date in arrear at
the rates, in the amounts and on the dates for payment provided for in the Conditions together with such other sums and additional amounts (if
any) as may be payable under the Conditions, in accordance with the Conditions.
For the purposes of this Certificate, (a) the holder of the Note(s) represented by this Certificate is bound by the provisions of the Agency
Agreement, (b) the Issuer certifies that the Registered Holder is, at the date hereof, entered in the Register as the holder of the Note(s)
represented by this Certificate, (c) this Certificate is evidence of entitlement only, (d) title to the Note(s) represented by this Certificate passes
only on due registration on the Register, and (e) only the holder of the Note(s) represented by this Certificate is entitled to payments in respect
of the Note(s) represented by this Certificate.
This Certificate shall not become valid for any purpose until authenticated by or on behalf of the Registrar.

IN WITNESS whereof the Issuer has caused this Certificate to be signed on its behalf.
Dated as of the Issue Date.
[ISSUER]
By:

CERTIFICATE OF AUTHENTICATION
This Certificate is authenticated
by or on behalf of the Registrar.

HSBC BANK PLC
as Registrar
By:

Authorised Signatory
For the purposes of authentication only.

On the back:
Terms and Conditions of the Notes
[The Terms and Conditions that are set out in Schedule 4 (Terms and Conditions of the Notes) to the Trust Deed as amended by and
incorporating any additional provisions forming part of such Terms and Conditions and set out in Part A of the relevant [Final Terms/Pricing
Supplement] shall be set out here.]

Form of Transfer
For value received the undersigned transfers to
……………………………………….
……………………………………….
(PLEASE PRINT OR TYPEWRITE NAME AND ADDRESS OF TRANSFEREE)
[•] nominal amount of the Notes represented by this Certificate, and all rights under them.

Dated

……………………………………….

Signed ……………………………………….

Certifying Signature

Notes:
(a)

The signature of the person effecting a transfer shall conform to a list of duly authorised specimen signatures supplied by the
holder of the Notes represented by this Certificate or (if such signature corresponds with the name as it appears on the face of
this Certificate) be certified by a notary public or a recognised bank or be supported by such other evidence as a Transfer Agent
or the Registrar may reasonably require.

(b)

A representative of the Noteholder should state the capacity in which he signs.

Unless the context otherwise requires capitalised terms used in this Form of Transfer have the same meaning as in the Trust Deed dated 12
August 2019 between the Issuer and the Note Trustee, [OTHER].
[TO BE COMPLETED BY TRANSFEREE:
[INSERT ANY REQUIRED TRANSFEREE REPRESENTATIONS, CERTIFICATIONS, ETC.]]
ISSUING AND PAYING AGENT, TRANSFER AGENT [AND REGISTRAR]
[ISSUING AND PAYING AGENT]
[•]
PAYING AGENT[S] AND TRANSFER AGENT[S]
[•]

SCHEDULE 4
TERMS AND CONDITIONS OF THE NOTES
The following is the text of the terms and conditions that, subject to completion in accordance with the provisions of Part A of the relevant
Final Terms, shall be applicable to the Notes in definitive form (if any) issued in exchange for the Global Note(s) representing each Series.
Either (i) the full text of these terms and conditions together with the relevant provisions of Part A of the Final Terms or (ii) these terms and
conditions as so completed (and subject to simplification by the deletion of non-applicable provisions), shall be endorsed on such Bearer Notes
or on the Certificates relating to such Registered Notes. All capitalised terms that are not defined in these Conditions will have the meanings
given to them in Part A of the relevant Final Terms. Those definitions will be endorsed on the definitive Notes or Certificates, as the case may
be. References in the Conditions to “Notes” are to the Notes of one Series only, not to all Notes that may be issued under the Programme.
The Notes (as defined below) are constituted by, are subject to, and have the benefit of, an amended and restated trust deed dated on 12 August
2019 (as amended or supplemented from time to time, the Trust Deed) between Western Power Distribution (East Midlands) plc (WPDE),
Western Power Distribution (West Midlands) plc (WPDW), Western Power Distribution (South West) plc (WPD South West) and Western
Power Distribution (South Wales) plc (WPD South Wales and, together with WPDE, WPDW and WPD South West, the Issuers and each an
Issuer) and HSBC Corporate Trustee Company (UK) Limited (the Note Trustee, which expression shall include all persons for the time being
the trustee or trustees under the Trust Deed) as trustee for the Noteholders (as defined below). Notes issued by each Issuer are obligations solely
of that Issuer (the Relevant Issuer) and without recourse whatsoever to any other Issuer. These terms and conditions (the Conditions) include
summaries of, and are subject to, the detailed provisions of the Trust Deed, which includes the form of the Registered Notes, Bearer Notes,
Certificates, Coupons and Talons referred to below. An amended and restated agency agreement dated on 10 September 2013 (as amended or
supplemented from time to time, the Agency Agreement) has been entered into in relation to the Notes between the Issuers, the Note Trustee,
HSBC Bank plc as issuing and paying agent and the other agents named in it. The issuing and paying agent, the other paying agents, the
registrar, the transfer agents and the calculation agent(s) for the time being (if any) are referred to below respectively as the Issuing and Paying
Agent, the Paying Agents (which expression shall include the Issuing and Paying Agent, the Registrar, the Transfer Agents (which
expression shall include the Registrar) and the Calculation Agent(s). Copies of the Trust Deed, the Agency Agreement and the Prospectus are
available for inspection during usual business hours at the principal office of the Note Trustee (presently at 8 Canada Square, London E14
5HQ) and at the specified offices of the Paying Agents and the Transfer Agents.
Notes means the euro medium term notes issued by the Issuers constituted by the Trust Deed and for the time being outstanding. References
herein to the Notes shall be references to the relevant Series of Notes only.
The Noteholders, the holders of the interest coupons (the Coupons) relating to interest bearing Notes in bearer form and, where applicable in
the case of such Notes, talons for further Coupons (the Talons) (the Couponholders) are entitled to the benefit of, are bound by, and are
deemed to have notice of, all the provisions of the Trust Deed and are deemed to have notice of those provisions applicable to them of the
Agency Agreement.
As used in these Conditions, Tranche means Notes which are identical in all respects and Series means a series of Notes comprising of one or
more Tranches of Notes which are identical save for the issue date, issue price and/or the first payment of interest.
Any reference in these Conditions to Final Terms shall be deemed to include a reference to Pricing Supplement, where relevant.

1.

Form, Denomination and Title
The Notes are issued in bearer form (Bearer Notes) or in registered form (Registered Notes) in each case in the Specified
Denomination(s) shown in the Final Terms provided that in the case of any Notes which are to be admitted to trading on a regulated
market within the European Economic Area or offered to the public in a Member State of the European Economic Area in
circumstances which require the publication of a Prospectus under the Prospectus Regulation, the minimum Specified Denomination
shall be €100,000 (or its equivalent in any other currency as at the date of issue of the relevant Notes).
All Registered Notes shall have the same Specified Denomination.
Unless the Note is an Exempt Note, the Note may be a Fixed Rate Note, a Floating Rate Note, a Zero Coupon Note, an Index Linked
Interest Note, an Index Linked Redemption Note or a combination of any of the foregoing or any other kind of Note, depending upon
the Interest and Redemption/Payment Basis shown in the Final Terms.
If the Note is an Exempt Note, the Note may be a Fixed Rate Note, a Floating Rate Note, a Zero Coupon Note, an Index Linked Interest
Note, an Index Linked Redemption Note or a combination of any of the foregoing or any other kind of Note, depending upon the
Interest and Redemption/Payment Basis shown in the Pricing Supplement.
Bearer Notes are serially numbered and are issued with Coupons (and, where appropriate, a Talon) attached, save in the case of Zero
Coupon Notes in which case references to interest (other than in relation to interest due after the Maturity Date), Coupons and Talons in
these Conditions are not applicable.
Registered Notes are represented by registered certificates (Certificates) and, save as provided in Condition 2(c) (Exercise of Options
or Partial Redemption in Respect of Registered Notes), each Certificate shall represent the entire holding of Registered Notes by the
same holder.
Title to the Bearer Notes and the Coupons and Talons shall pass by delivery. Title to the Registered Notes shall pass by registration in
the register that the Issuers shall procure to be kept by the Registrar in accordance with the provisions of the Agency Agreement (the
Register). Except as ordered by a court of competent jurisdiction or as required by law, the holder (as defined below) of any Note,
Coupon or Talon shall be deemed to be and may be treated as its absolute owner for all purposes whether or not it is overdue and
regardless of any notice of ownership, trust or an interest in it, any writing on it (or on the Certificate representing it) or its theft or loss
(or that of the related Certificate) and no person shall be liable for so treating the holder.
In these Conditions, Noteholder means the bearer of any Bearer Note or the person in whose name a Registered Note is registered (as
the case may be), holder (in relation to a Note, Coupon or Talon) means the bearer of any Bearer Note, Coupon or Talon or the person
in whose name a Registered Note is registered (as the case may be) and capitalised terms have the meanings given to them in the Final
Terms, the absence of any such meaning indicating that such term is not applicable to the Notes.
For so long as any of the Notes is represented by a Global Note held on behalf of Euroclear and/or Clearstream, Luxembourg, each
person (other than Euroclear or Clearstream, Luxembourg) who is for the time being shown in the records of Euroclear, Clearstream,
Luxembourg as the holder of a particular nominal amount of such Notes (in which regard any certificate or other document issued by
Euroclear or Clearstream, Luxembourg as to the nominal amount of such

Notes standing to the account of any person shall be conclusive and binding for all purposes save in the case of manifest error) shall be
treated by the Issuer, the Note Trustee and the Agents as the holder of such nominal amount of such Notes for all purposes other than
with respect to the payment of principal or interest on such nominal amount of such Notes, for which purpose the bearer of the relevant
Bearer Global Note or the registered holder of the relevant Registered Global Note shall be treated by the Issuer, the Note Trustee and
any Agent as the holder of such nominal amount of such Notes in accordance with and subject to the terms of the relevant Global Note
and the expressions Noteholder and holder of Notes and related expressions shall be construed accordingly.

2.

No Exchange of Notes and Transfers of Registered Notes
(a)

No Exchange of Notes: Registered Notes may not be exchanged for Bearer Notes. Bearer Notes of one Specified
Denomination may not be exchanged for Bearer Notes of another Specified Denomination. Bearer Notes may not be
exchanged for Registered Notes.

(b)

Transfer of Registered Notes: One or more Registered Notes may be transferred upon the surrender (at the specified office of
the Registrar or any Transfer Agent) of the Certificate representing such Registered Notes to be transferred, together with the
form of transfer endorsed on such Certificate, (or another form of transfer substantially in the same form and containing the
same representations and certifications (if any), unless otherwise agreed by the Relevant Issuer), duly completed and executed
and any other evidence as the Registrar or Transfer Agent may reasonably require. In the case of a transfer of part only of a
holding of Registered Notes represented by one Certificate, a new Certificate shall be issued to the transferee in respect of the
part transferred and a further new Certificate in respect of the balance of the holding not transferred shall be issued to the
transferor. All transfers of Notes and entries on the Register will be made subject to the detailed regulations concerning
transfers of Notes scheduled to the Agency Agreement. The regulations may be changed by the Issuers, with the prior written
approval of the Registrar and the Note Trustee. A copy of the current regulations will be made available by the Registrar to any
Noteholder upon request.

(c)

Exercise of Options or Partial Redemption in Respect of Registered Notes: In the case of an exercise of a Relevant Issuer’s
or Noteholders’ option in respect of, or a partial redemption of, a holding of Registered Notes represented by a single
Certificate, a new Certificate shall be issued to the holder to reflect the exercise of such option or in respect of the balance of
the holding not redeemed. In the case of a partial exercise of an option resulting in Registered Notes of the same holding
having different terms, separate Certificates shall be issued in respect of those Notes of that holding that have the same terms.
New Certificates shall only be issued against surrender of the existing Certificates to the Registrar or any Transfer Agent. In the
case of a transfer of Registered Notes to a person who is already a holder of Registered Notes, a new Certificate representing
the enlarged holding shall only be issued against surrender of the Certificate representing the existing holding.

(d)

Delivery of New Certificates: Each new Certificate to be issued pursuant to Conditions 2(b) (Transfer of Registered Notes) or
(c) (Exercise of Options or Partial Redemption in Respect of Registered Notes) shall be available for delivery within three
business days of receipt of the form of transfer or Exercise Notice (as defined in Condition 6(h) (Redemption at the Option of
Noteholders)) and surrender of the Certificate for exchange. Delivery of the new Certificate(s) shall be made at the specified
office of the Transfer Agent or of the Registrar (as the case may be) to whom delivery or surrender of such

form of transfer, Exercise Notice or Certificate shall have been made or, at the option of the holder making such delivery or
surrender as aforesaid and as specified in the relevant form of transfer, Exercise Notice or otherwise in writing, be mailed by
uninsured post at the risk of the holder entitled to the new Certificate to such address as may be so specified, unless such holder
requests otherwise and pays in advance to the relevant Transfer Agent the costs of such other method of delivery and/or such
insurance as it may specify. In this Condition 2(d) (Delivery of New Certificates), business day means a day, other than a
Saturday or Sunday, on which banks are open for business in the place of the specified office of the relevant Transfer Agent or
the Registrar (as the case may be).

3.

(e)

Transfers Free of Charge: Transfers of Notes and Certificates on registration, transfer, exercise of an option or partial
redemption shall be effected without charge by or on behalf of the Relevant Issuer, the Registrar or the Transfer Agents, but
upon payment of any tax or other governmental charges that may be imposed in relation to it (or the giving of such indemnity
as the Registrar or the relevant Transfer Agent may require).

(f)

Closed Periods: No Noteholder may require the transfer of a Registered Note to be registered (i) during the period of 15 days
ending on the due date for redemption of that Note, (ii) during the period of 15 days prior to any date on which Notes may be
called for redemption by the Relevant Issuer at its option pursuant to Conditions 6(e) (Redemption at the Option of the Relevant
Issuer), (f) (Pre-Maturity Call Option by the Issuer) or (g) (Clean-up Call Option by the Issuer), (iii) after any such Note has
been called for redemption or (iv) during the period of seven days ending on (and including) any Record Date.

Status
The Notes and the Coupons relating to them constitute (subject to Condition 4 (Negative Pledge and Restriction on Distribution of
Dividends)) direct, general, unconditional and unsecured obligations of the Issuers and shall at all times rank pari passu and without
any preference among themselves. The payment obligations of the Issuers under the Notes and the Coupons relating to them shall, save
for such exceptions as may be provided by applicable legislation and subject to Condition 4 (Negative Pledge and Restriction on
Distribution of Dividends), at all times rank at least equally with all other unsecured and unsubordinated indebtedness of the Issuers
present and future.

4.

Negative Pledge and Restriction on Distribution of Dividends
(a)

Negative Pledge: So long as any Note or Coupon remains outstanding (as defined in the Trust Deed), the Relevant Issuer will
ensure that no Relevant Indebtedness (as defined below) of the Relevant Issuer and no guarantee by the Relevant Issuer of any
Relevant Indebtedness of any person will be secured by a mortgage, charge, lien, pledge or other security interest (each a
Security Interest) upon, or with respect to, any of the present or future business, undertaking, assets or revenues (including
any uncalled capital) of the Relevant Issuer unless the Relevant Issuer, before or at the same time as the creation of the Security
Interest, takes any and all action necessary to ensure that:
(i)

all amounts payable by the Relevant Issuer under the Notes, the Coupons and the Trust Deed are secured equally and
rateably with the Relevant Indebtedness or guarantee, as the case may be, by the same Security Interest, in each case to
the satisfaction of the Note Trustee; or

(ii)

such other Security Interest or guarantee or other arrangement (whether or not including the giving of a Security
Interest) is provided in respect of all amounts payable by the Relevant Issuer under the Notes, the Coupons and the
Trust Deed either (A) as the Note Trustee shall in its absolute discretion deem not materially less beneficial to the
interests of the Noteholders or (B) as shall be approved by an Extraordinary Resolution (as defined in the Trust Deed)
of the Noteholders.

(b)

Restriction on distribution of dividends: So long as any Note or Coupon remains outstanding (as defined in the Trust Deed),
the Relevant Issuer shall not at any time declare or make a distribution (as defined in Section 1000 of the Corporation Tax Act
2010) or grant a loan or any other credit facility to any of its shareholders unless (1) immediately following the occurrence of
any such event, the Net Debt (as defined below) at such time would not exceed 85 per cent. of the Regulatory Asset Base
relating to the year in which the relevant distribution or grant was first declared or made; and (2) written certification thereof,
signed by two directors of the Relevant Issuer, has been provided to the Note Trustee on or prior to such distribution or grant.
Such certification may be relied upon by the Note Trustee without further enquiry or evidence and, if relied upon by the Note
Trustee, shall be conclusive and binding on all parties whether or not addressed to each such party.

(c)

Definitions: In this Condition:
borrowed money means (i) money borrowed, (ii) liabilities under or in respect of any acceptance or acceptance credit or (iii)
any notes, bonds, debentures, debenture stock, loan stock or other securities offered, issued or distributed whether by way of
public offer, private placing, acquisition consideration or otherwise and whether issued for cash or in whole or in part for a
consideration other than cash.
Net Debt at any time, means the aggregate amount of all indebtedness for borrowed money of the Relevant Issuer at such time
less the aggregate of:
(i)

amounts credited to current accounts or deposits and certificates of deposit (with a term not exceeding three months) at,
or issued by, any bank, building society or other financial institution;

(ii)

cash in hand;

(iii)

the lower of book and market value (calculated, where relevant, by reference to their bid price) of gilts issued by the
United Kingdom Government; and

(iv)

subordinated intra-group items, loans from Affiliates (as defined in Condition 7 below) and shareholder loans,

in each case beneficially owned by the Relevant Issuer and in each case so that no amount shall be included or excluded more
than once.
Regulatory Asset Base means in respect of any year, the regulatory asset base of the Relevant Issuer most recently published and as
last determined and notified to the Relevant Issuer in respect of such year by the Great Britain Office of the Gas and Electricity Markets
(Ofgem) or any successor of Ofgem (interpolated as necessary and adjusted for additions to the regulatory asset base of the Relevant
Issuer and adjusted as appropriate for out-term inflation/regulatory depreciation in respect of the Relevant Issuer).
Relevant Indebtedness means:

(i)

any present or future indebtedness (whether being principal, premium, interest or other amounts) in the form of or
represented by bonds, notes, debentures, debenture stock, loan stock or other securities, whether issued for cash or in
whole or in part for a consideration other than cash, and which are or are capable of being quoted, listed or ordinarily
dealt in on any stock exchange or recognised over-the-counter or other securities market;

(ii)

monies borrowed or raised from, or any acceptance credit opened by, a bank, building society or other financial
institution; and

(iii)

any leasing or hire purchase agreement which would be treated as a finance lease in the accounts of the relevant person.

Any reference to an obligation being “guaranteed” shall include a reference to an indemnity being given in respect of that obligation.

5.

Interest and other Calculations
(a)

Interest on Fixed Rate Notes: Each Fixed Rate Note bears interest on its outstanding nominal amount from the
Interest Commencement Date at the rate per annum (expressed as a percentage) equal to the Rate of Interest, such
interest being payable in arrear on each Interest Payment Date. The amount of interest payable shall be determined in
accordance with Condition 5(f) (Calculations).

(b)

Interest on Floating Rate Notes:

(i)

Interest Payment Dates: Each Floating Rate Note bears interest on its outstanding nominal amount from the Interest
Commencement Date at the rate per annum (expressed as a percentage) equal to the Rate of Interest, such interest
being payable in arrear on each Interest Payment Date. The amount of interest payable shall be determined in
accordance with Condition 5(f) (Calculations). Such Interest Payment Date(s) is/are either shown in the Final Terms as
Specified Interest Payment Dates or, if no Specified Interest Payment Date(s) is/are shown in the Final Terms, Interest
Payment Date shall mean each date which falls the number of months or other period shown in the Final Terms as the
Interest Period after the preceding Interest Payment Date or, in the case of the first Interest Payment Date, after the
Interest Commencement Date.

(ii)

Business Day Convention: If any date referred to in these Conditions that is specified to be subject to adjustment in
accordance with a Business Day Convention would otherwise fall on a day that is not a Business Day, then, if the
Business Day Convention specified is (A) the Floating Rate Business Day Convention, such date shall be postponed to
the next day that is a Business Day unless it would thereby fall into the next calendar month, in which event (x) such
date shall be brought forward to the immediately preceding Business Day and (y) each subsequent such date shall be
the last Business Day of the month in which such date would have fallen had it not been subject to adjustment, (B) the
Following Business Day Convention, such date shall be postponed to the next day that is a Business Day, (C) the
Modified Following Business Day Convention, such date shall be postponed to the next day that is a Business Day
unless it would thereby fall into the next calendar month, in which event such date shall be brought forward to the
immediately preceding Business Day or (D) the Preceding Business Day Convention, such date shall be brought
forward to the immediately preceding Business Day.

(iii)

Rate of Interest for Floating Rate Notes: The Rate of Interest in respect of Floating Rate Notes for each Interest
Accrual Period shall be determined in the manner specified in the Final Terms and the provisions below relating to
either ISDA Determination or Screen Rate Determination shall apply, depending upon which is specified in the Final
Terms.

(A)

ISDA Determination for Floating Rate Notes
Where ISDA Determination is specified in the Final Terms as the manner in which the Rate of Interest is to be
determined, the Rate of Interest for each Interest Accrual Period shall be determined by the Calculation Agent as a rate
equal to the relevant ISDA Rate. For the purposes of this sub-paragraph (A), ISDA Rate for an Interest Accrual Period
means a rate equal to the Floating Rate that would be determined by the Calculation Agent under a Swap Transaction
under the terms of an agreement incorporating the ISDA Definitions and under which:
(x)

the Floating Rate Option is as specified in the relevant Final Terms

(y)

the Designated Maturity is a period specified in the relevant Final Terms and

(z)

the relevant Reset Date is the first day of that Interest Accrual Period unless otherwise specified in the relevant
Final Terms.

For the purposes of this sub-paragraph (A), Floating Rate, Calculation Agent, Floating Rate Option, Designated
Maturity, Reset Date and Swap Transaction have the meanings given to those terms in the ISDA Definitions.
(B)

Screen Rate Determination for Floating Rate Notes
(x)

Where Screen Rate Determination is specified in the Final Terms as the manner in which the Rate of Interest is
to be determined, the Rate of Interest for each Interest Accrual Period will, subject as provided below, be
either:
(1)

the offered quotation; or

(2)

the arithmetic mean of the offered quotations,

(expressed as a percentage rate per annum) for the Reference Rate (being either LIBOR or EURIBOR, as
specified in the applicable Final Terms) which appears or appear, as the case may be, on the Relevant Screen
Page as at either 11.00 a.m. (London time in the case of LIBOR or Brussels time in the case of EURIBOR) on
the Interest Determination Date in question as determined by the Calculation Agent. If five or more of such
offered quotations are available on the Relevant Screen Page, the highest (or, if there is more than one such
highest quotation, one only of such quotations) and the lowest (or, if there is more than one such lowest
quotation, one only of such quotations) shall be disregarded by the Calculation Agent for the purpose of
determining the arithmetic mean of such offered quotations.
If the Reference Rate from time to time in respect of Floating Rate Notes is specified in the Final Terms as
being other than LIBOR or EURIBOR,

the Rate of Interest in respect of such Notes will be determined as provided in the Final Terms.
(y)

if the Relevant Screen Page is not available, or if sub-paragraph (x)(1) applies and no such offered quotation
appears on the Relevant Screen Page or if sub paragraph (x)(2) above applies and fewer than three such offered
quotations appear on the Relevant Screen Page in each case as at the time specified above, subject as provided
below, the Calculation Agent shall request, if the Reference Rate is LIBOR, the principal London office of
each of the Reference Banks or, if the Reference Rate is EURIBOR, the principal Euro-zone office of each of
the Reference Banks, to provide the Calculation Agent with its offered quotation (expressed as a percentage
rate per annum) for the Reference Rate if the Reference Rate is LIBOR, at approximately 11.00 a.m. (London
time), or if the Reference Rate is EURIBOR, at approximately 11.00 a.m. (Brussels time) on the Interest
Determination Date in question. If two or more of the Reference Banks provide the Calculation Agent with
such offered quotations, the Rate of Interest for such Interest Accrual Period shall be the arithmetic mean of
such offered quotations as determined by the Calculation Agent; and

(z)

if paragraph (y) above applies and the Calculation Agent determines that fewer than two Reference Banks are
providing offered quotations, subject as provided below, the Rate of Interest shall be the arithmetic mean of the
rates per annum (expressed as a percentage) as communicated to (and at the request of) the Calculation Agent
by the Reference Banks or any two or more of them, at which such banks were offered, if the Reference Rate is
LIBOR, at approximately 11.00 a.m. (London time) or, if the Reference Rate is EURIBOR, at approximately
11.00 a.m. (Brussels time) on the relevant Interest Determination Date, deposits in the Specified Currency for a
period equal to that which would have been used for the Reference Rate by leading banks in, if the Reference
Rate is LIBOR, the London inter-bank market or, if the Reference Rate is EURIBOR, the Euro-zone inter-bank
market, as the case may be, or, if fewer than two of the Reference Banks provide the Calculation Agent with
such offered rates, the offered rate for deposits in the Specified Currency for a period equal to that which
would have been used for the Reference Rate, or the arithmetic mean of the offered rates for deposits in the
Specified Currency for a period equal to that which would have been used for the Reference Rate, at which, if
the Reference Rate is LIBOR, at approximately 11.00 a.m. (London time) or, if the Reference Rate is
EURIBOR, at approximately 11.00 a.m. (Brussels time), on the relevant Interest Determination Date, any one
or more banks (which bank or banks is or are in the opinion of the Note Trustee and the Relevant Issuer
suitable for such purpose) informs the Calculation Agent it is quoting to leading banks in, if the Reference
Rate is LIBOR, the London inter-bank market or, if the Reference Rate is EURIBOR, the Euro-zone inter-bank
market, as the case may be, provided that, if the Rate of Interest cannot be determined in accordance with the
foregoing provisions of this paragraph, the Rate of Interest shall be determined as at the last preceding Interest
Determination Date (though substituting, where a different Margin or Maximum or Minimum Rate of Interest
is to be applied to the relevant Interest Accrual

Period from that which applied to the last preceding Interest Accrual Period, the Margin or Maximum or
Minimum Rate of Interest relating to the relevant Interest Accrual Period, in place of the Margin or Maximum
or Minimum Rate of Interest relating to that last preceding Interest Accrual Period).
(C)

Benchmark Replacement: In addition, notwithstanding the provisions above in this Condition 5(b)(iii) (Rate of
Interest for Floating Rate Notes), if the Issuer determines that the relevant Reference Rate specified in the relevant
Final Terms has ceased to be published on the Relevant Screen Page as a result of such benchmark ceasing to be
calculated or administered when any Rate of Interest (or the relevant component part thereof) remains to be determined
by such Reference Rate (a Benchmark Event), then the following provisions shall apply:
(x)

the Issuer shall use reasonable endeavours to appoint, as soon as reasonably practicable, an Independent
Adviser to determine (acting in good faith and in a commercially reasonable manner), no later than 5 Business
Days prior to the relevant Interest Determination Date relating to the next succeeding Interest Accrual Period
(the IA Determination Cut-off Date), a Successor Rate (as defined below) or, alternatively, if there is no
Successor Rate, an Alternative Reference Rate (as defined below) for purposes of determining the Rate of
Interest (or the relevant component part thereof) applicable to the Floating Rate Notes. In making such
determination, an Independent Adviser appointed pursuant to this Condition shall act in good faith and in a
commercially reasonable manner. In the absence of bad faith or fraud, the Independent Adviser shall have no
liability whatsoever to the Issuer, the Guarantor, the Fiscal Agent, the Paying Agents, the Noteholders or the
Couponholders for any determination made by it pursuant to this Condition;

(y)

if the Issuer is unable to appoint an Independent Adviser, or the Independent Adviser appointed by it fails to
determine a Successor Rate or an Alternative Reference Rate prior to the IA Determination Cut-off Date, the
Issuer (acting in good faith and in a commercially reasonable manner) may determine a Successor Rate or, if
there is no Successor Rate, an Alternative Reference Rate;

(z)

if a Successor Rate or, failing which, an Alternative Reference Rate (as applicable) is determined in
accordance with the preceding provisions, such Successor Rate or, failing which, an Alternative Reference
Rate (as applicable) shall be the Reference Rate for each of the future Interest Accrual Periods (subject to the
subsequent operation of, and to adjustment as provided in, this Condition 5(b)(iii)(C) (Benchmark
Replacement)); provided, however, that if sub-paragraph (y) applies and the Issuer is unable to or does not
determine a Successor Rate or an Alternative Reference Rate prior to the relevant Interest Determination Date,
the Rate of Interest applicable to the next succeeding Interest Accrual Period shall be equal to the Rate of
Interest last determined in relation to the Floating Rate Notes in respect of the preceding Interest Accrual
Period (or alternatively, if there has not been a first Interest Payment Date, the rate of interest shall be the
Initial

Interest Rate) (subject, where applicable, to substituting the Margin that applied to such preceding Interest
Accrual Period for the Margin that is to be applied to the relevant Interest Accrual Period. Where a different
Margin or Maximum or Minimum Rate of Interest is to be applied to the relevant Interest Period from that
which applied to the last preceding Interest Period, the Margin or Maximum or Minimum Rate of Interest
relating to the relevant Interest Period shall be substituted in place of the Margin or Maximum or Minimum
Rate of Interest relating to that last preceding Interest Period); for the avoidance of doubt, the proviso in this
sub-paragraph (z) shall apply to the relevant Interest Accrual Period only and any subsequent Interest Accrual
Periods are subject to the subsequent operation of, and to adjustment as provided in, this Condition 5(b)(iii)(C)
(Benchmark Replacement));
(aa)

if the Independent Adviser or the Issuer determines a Successor Rate or, failing which, an Alternative
Reference Rate (as applicable) in accordance with the above provisions, the Independent Adviser or the Issuer
(as applicable), may also specify changes to these Conditions, including but not limited to the Day Count
Fraction, Relevant Screen Page, Business Day Convention, Business Days, Interest Determination Date, Reset
Determination Date, Reset Determination Time and/or the definition of Reference Rate applicable to the
Floating Rate Notes, and the method for determining the fallback rate in relation to the Floating Rate Notes, in
order to follow market practice in relation to the Successor Rate or the Alternative Reference Rate (as
applicable). If the Independent Adviser (in consultation with the Issuer) or the Issuer (as applicable),
determines that an Adjustment Spread is required to be applied to the Successor Rate or the Alternative
Reference Rate (as applicable) and determines the quantum of, or a formula or methodology for determining,
such Adjustment Spread, then such Adjustment Spread shall be applied to the Successor Rate or the
Alternative Reference Rate (as applicable). If the Independent Adviser or the Issuer (as applicable) is unable to
determine the quantum of, or a formula or methodology for determining, such Adjustment Spread, then such
Successor Rate or Alternative Reference Rate (as applicable) will apply without an Adjustment Spread. For the
avoidance of doubt, the Note Trustee and the Issuing and Paying Agent shall, at the expense of the Issuer,
concur with the Issuer in effecting such consequential amendments to the Trust Deed, the Agency Agreement
and these Conditions as may be required in order to give effect to this Condition 5(b)(iii)(C) (Benchmark
Replacement) (the Benchmark Amendments). Noteholder consent shall not be required in connection with
effecting the Successor Rate or Alternative Reference Rate (as applicable) or the Benchmark Amendments,
including for the execution of any documents or other steps by the Note Trustee or the Issuing and Paying
Agent in connection therewith (if required) regardless of whether or not the effecting of the Successor Rate or
Alternative Reference Rate (as applicable) or the Benchmark Amendments constitutes one or more of the
items specified in Condition 13(a) (Meetings of Noteholders).

(bb)

Notwithstanding any other provision of this Condition 5(b)(iii)(C) (Benchmark Replacement), neither the Note
Trustee nor the Issuing and Payment Agent shall be obliged to agree to any amendments (including

any Benchmark Amendments) pursuant to this Condition 5(b)(iii)(C) (Benchmark Replacement) which, in the
sole opinion of the Note Trustee or the Issuing and Paying Agent (as applicable) would have the effect of (i)
exposing the Note Trustee or the Issuing and Payment Agent (as applicable) to any liability against which it
has not been indemnified and/or secured and/or prefunded to its satisfaction or (ii) increasing the obligations or
duties, or decreasing the rights or protections, of the Note Trustee or the Issuing and Paying Agent (as
applicable) in the Trust Deed, the Agency Agreement and/or these Conditions; and
(cc)

the Issuer shall promptly, following the determination of any Successor Rate or Alternative Reference Rate (as
applicable), give notice thereof to the Note Trustee, the Issuing and Paying Agent and the Noteholders, which
shall specify the effective date(s) for such Successor Rate or Alternative Reference Rate (as applicable) and
any consequential changes made to these Conditions.

(dd)

No later than notifying the Note Trustee and the Issuing and Paying Agent of the same, the Issuer shall deliver
to each of the Note Trustee and the Issuing and Paying Agent a certificate (on which each of the Note Trustee
and the Issuing and Paying Agent shall be entitled to rely without further enquiry or liability) signed by two
authorised signatories of the Issuer.
I.

confirming (i) that a Benchmark Event has occurred, (ii) the Successor Rate or, as applicable, the
Alternative Reference Rate and, (iii) where applicable, any Adjustment Spread and/or the specific
terms of any Benchmark Amendments, in each case as determined in accordance with the provisions
of this Condition 5(b)(iii)(C) (Benchmark Replacement);

II.

certifying that the Benchmark Amendments (i) are necessary to ensure that proper operation of such
Successor Rate or Alternative Reference Rate and/or Adjustment Spread and (ii) in each case, have
been drafted solely to such effect; and

III.

certifying that (i) the Issuer has duly consulted with an Independent Adviser with respect to each of the
matters above or, if that is not the case (ii) explaining, in reasonable detail, why the Issuer has not done
so.

For the purposes of this Condition 5(b)(iii)(C) (Benchmark Replacement):
Adjustment Spread means a spread (which may be positive or negative) or formula or methodology for calculating a
spread, which the Independent Adviser (in consultation with the Issuer) or the Issuer acting reasonably (as applicable),
determines is required to be applied to the Successor Rate or the Alternative Reference Rate (as applicable) in order to
reduce or eliminate, to the extent reasonably practicable in the circumstances, any economic prejudice or benefit (as
applicable) to holders of Floating Rate Notes as a result of the replacement of the Reference Rate with the Successor
Rate or the Alternative Reference Rate (as applicable) and is the spread, formula or methodology which:

(i)

in the case of a Successor Rate, is formally recommended in relation to the replacement of the Reference Rate
with the Successor Rate by any Relevant Nominating Body; or

(ii)

in the case of a Successor Rate for which no such recommendation has been made or in the case of an
Alternative Reference Rate, the Independent Adviser (in consultation with the Issuer) or the Issuer (as
applicable) determines is recognised or acknowledged as being in customary market usage in international debt
capital markets transactions which reference the Reference Rate, where such rate has been replaced by the
Successor Rate or the Alternative Reference Rate (as applicable); or

(iii)

if no such customary market usage is recognised or acknowledged, the Independent Adviser (in consultation
with the Issuer) or the Issuer in its discretion (as applicable), determines (acting in good faith and in a
commercially reasonable manner) to be appropriate.

Alternative Reference Rate means the rate that the Independent Adviser or the Issuer (as applicable) determines has
replaced the relevant Reference Rate in customary market usage in the international debt capital markets for the
purposes of determining rates of interest in respect of bonds denominated in the Specified Currency and of a
comparable duration to the relevant Interest Accrual Period, or, if the Independent Adviser or the Issuer (as applicable)
determines that there is no such rate, such other rate as the Independent Adviser or the Issuer (as applicable)
determines in its discretion (acting in good faith and in a commercially reasonable manner) is most comparable to the
relevant Reference Rate.
Independent Adviser means an independent financial institution of international repute or other independent financial
adviser experienced in the international debt capital markets, in each case appointed by the Issuer at its own expense
and the identity of which is approved by the Note Trustee.
Relevant Nominating Body means, in respect of a Reference Rate:
(i)

the central bank for the currency to which the Reference Rate relates, or any central bank or other supervisory
authority which is responsible for supervising the administrator of the Reference Rate; or

(ii)

any working group or committee sponsored by, chaired or co- chaired by or constituted at the request of (A)
the central bank for the currency to which the Reference Rate relates, (B) any central bank or other supervisory
authority which is responsible for supervising the administrator of the Reference Rate, (C) a group of the
aforementioned central banks or other supervisory authorities.

Successor Rate means the rate that the Independent Adviser or the Issuer (as applicable), each acting in good faith and
in a commercially reasonable manner, determines is a successor to or replacement of the Reference Rate which is
formally recommended by any Relevant Nominating Body.
(c)

Zero Coupon Notes: Where a Note the Interest Basis of which is specified to be zero coupon is repayable prior to the Maturity
Date and is not paid when due, the amount

due and payable prior to the Maturity Date shall be the Early Redemption Amount of such Note. As from the Maturity Date, the
Rate of Interest for any overdue principal of such a Note shall be a rate per annum (expressed as a percentage) equal to the
Amortisation Yield (as described in Condition 6(b)(i) (Early Redemption).
(d)

Accrual of Interest: Interest shall cease to accrue on each Note on the due date for redemption unless, upon due presentation,
payment is improperly withheld or refused, in which event interest shall continue to accrue (both before and after judgment) at
the Rate of Interest in the manner provided in this Condition 5 (Interest and other Calculations) to the Relevant Date (as
defined in Condition 10 (Taxation)).

(e)

Margin, Maximum/Minimum Rates of Interest, Redemption Amounts and Rounding:
(i)

If any Margin is specified in the Final Terms (either (x) generally, or (y) in relation to one or more Interest Accrual
Periods), an adjustment shall be made to all Rates of Interest, in the case of (x), or the Rates of Interest for the specified
Interest Accrual Periods, in the case of (y), calculated in accordance with Condition 5(b) (Interest on Floating Rate
Notes) above by adding (if a positive number) or subtracting the absolute value (if a negative number) of such Margin,
subject always to the next paragraph.

(ii)

If any Maximum or Minimum Rate of Interest or Redemption Amount is specified in the Final Terms, then any Rate of
Interest or Redemption Amount shall be subject to such maximum or minimum, as the case may be.

(iii)

For the purposes of any calculations required pursuant to these Conditions (unless otherwise specified), (x) all
percentages resulting from such calculations shall be rounded, if necessary, to the nearest one hundred-thousandth of a
percentage point (with halves being rounded up), (y) all figures shall be rounded to seven significant figures (with
halves being rounded up) and (z) all currency amounts that fall due and payable shall be rounded to the nearest unit of
such currency (with halves being rounded up), save in the case of yen, which shall be rounded down to the nearest yen.
For these purposes unit means the lowest amount of such currency that is available as legal tender in the countries of
such currency.

(f)

Calculations: The amount of interest payable per Calculation Amount in respect of any Note for any Interest Accrual Period
shall be equal to the product of the Rate of Interest, the Calculation Amount specified in the Final Terms, and the Day Count
Fraction for such Interest Accrual Period, unless an Interest Amount (or a formula for its calculation) is applicable to such
Interest Accrual Period, in which case the amount of interest payable per Calculation Amount in respect of such Note for such
Interest Accrual Period shall equal such Interest Amount (or be calculated in accordance with such formula). Where any
Interest Period comprises two or more Interest Accrual Periods, the amount of interest payable per Calculation Amount in
respect of such Interest Period shall be the sum of the Interest Amounts payable in respect of each of those Interest Accrual
Periods. In respect of any other period for which interest is required to be calculated, the provisions above shall apply save that
the Day Count Fraction shall be for the period for which interest is required to be calculated.

(g)

Determination and Publication of Rates of Interest, Interest Amounts, Final Redemption Amounts, Early Redemption
Amounts and Optional Redemption Amounts: The Calculation Agent shall, as soon as practicable on each Interest

Determination Date, or such other time on such date as the Calculation Agent may be required to calculate any rate or amount,
obtain any quotation or make any determination or calculation, determine such rate and calculate the Interest Amounts in
respect of each denomination of the Notes for the relevant Interest Accrual Period, Interest Period or Interest Payment Date
calculate the Final Redemption Amount, Early Redemption Amount or Optional Redemption Amount, obtain such quotation
and/or make such determination or calculation, as the case may be, and cause the Rate of Interest and the Interest Amounts for
each Interest Accrual Period, Interest Period or Interest Payment Date and, if required, the relevant Interest Payment Date and,
if required to be calculated, the Final Redemption Amount, Early Redemption Amount or Optional Redemption Amount to be
notified to the Note Trustee, the Relevant Issuer, each of the Paying Agents, the Noteholders, any other Calculation Agent
appointed in respect of the Notes that is to make a further calculation upon receipt of such information and, if the Notes are
listed on a stock exchange and the rules of such exchange or other relevant authority so require, such exchange or other relevant
authority as soon as possible after their determination but in no event later than (i) the commencement of the relevant Interest
Period, if determined prior to such time, in the case of notification to such exchange of a Rate of Interest and Interest Amount,
or (ii) in all other cases, the fourth Business Day after such determination. Where any Interest Payment Date or Interest Period
Date is subject to adjustment pursuant to Condition 5(b)(ii) (Interest on Floating Rate Notes), the Interest Amounts and the
Interest Payment Date so published may subsequently be amended (or appropriate alternative arrangements made with the
consent of the Note Trustee by way of adjustment) without notice in the event of an extension or shortening of the Interest
Period. If the Notes become due and payable under Condition 12 (Events of Default), the accrued interest and the Rate of
Interest payable in respect of the Notes shall nevertheless continue to be calculated as previously in accordance with this
Condition but no publication of the Rate of Interest or the Interest Amount so calculated need be made unless the Note Trustee
otherwise requires. The determination of any rate or amount, the obtaining of each quotation and the making of each
determination or calculation by the Calculation Agent(s) shall (in the absence of manifest error) be final and binding upon all
parties.
(h)

Linear Interpolation: Where “Linear Interpolation” is specified as applicable in respect of an Interest Period in the applicable
Final Terms, the Rate of Interest for such Interest Period shall be calculated by the Agent by straight line linear interpolation by
reference to two rates based on the relevant Reference Rate (where Screen Rate Determination is specified as applicable in the
applicable Final Terms) or the relevant Floating Rate Option (where ISDA Determination is specified as applicable in the
applicable Final Terms), one of which shall be determined as if the Designated Maturity were the period of time for which rates
are available next shorter than the length of the relevant Interest Period and the other of which shall be determined as if the
Designated Maturity were the period of time for which rates are available next longer than the length of the relevant Interest
Period provided however that if there is no rate available for a period of time next shorter or, as the case may be, next longer,
then the Agent shall determine such rate at such time and by reference to such sources as it determines appropriate.

(i)

Determination or Calculation by Note Trustee: If the Calculation Agent does not at any time for any reason determine or
calculate the Rate of Interest for an Interest Accrual Period or any Interest Amount, Final Redemption Amount, Early
Redemption Amount or Optional Redemption Amount, or take any action that it is required to do pursuant to these Conditions,
the Calculation Agent shall forthwith notify the Relevant Issuer, the Note Trustee and the Issuing and Paying Agent and the
Note Trustee (whether or not it receives such notice) shall do so (or shall appoint an agent on its behalf to do so) and

such determination or calculation shall be deemed to have been made by the Calculation Agent. In doing so, the Note Trustee
shall apply the foregoing provisions of this Condition, with any necessary consequential amendments, to the extent that, in its
opinion, it can do so, and, in all other respects it shall do so in such manner as it shall deem fair and reasonable in all the
circumstances.
(j)

Definitions: In these Conditions, unless the context otherwise requires, the following defined terms shall have the meanings set
out below:
Business Day means:
(i)

in the case of a currency other than euro, a day (other than a Saturday or Sunday) on which commercial banks and
foreign exchange markets settle payments in the principal financial centre for such currency and in each (if any)
Business Centre; and/or

(ii)

in the case of euro, a day on which the TARGET System is operating (a TARGET Business Day) and a day (other than
a Saturday or a Sunday) on which commercial banks and foreign exchange markets settle payments in each (if any)
Business Centre.

Day Count Fraction means, in respect of the calculation of an amount of interest on any Note for any period of time (from and
including the first day of such period to but excluding the last) (whether or not constituting an Interest Period or an Interest
Accrual Period, the Calculation Period):
(i)

if Actual/Actual or Actual/Actual (ISDA) is specified in the Final Terms, the actual number of days in the Calculation
Period divided by 365 (or, if any portion of that Calculation Period falls in a leap year, the sum of (A) the actual
number of days in that portion of the Calculation Period falling in a leap year divided by 366 and (B) the actual number
of days in that portion of the Calculation Period falling in a non-leap year divided by 365)

(ii)

if Actual/365 (Fixed) is specified in the Final Terms, the actual number of days in the Calculation Period divided by
365

(iii)

if Actual/365 (Sterling) is specified in the Final Terms, the actual number of days in the Calculation Period divided by
365 or, in the case of an Interest Period Date falling in a leap year, 366

(iv)

if Actual/360 is specified in the Final Terms, the actual number of days in the Calculation Period divided by 360

(v)

if 30/360, 360/360 or Bond Basis is specified in the Final Terms, the number of days in the Calculation Period divided
by 360, calculated on a formula basis as follows:

Day Count Fraction =

where:

[360x(Y2-Y1)]+[30x(M2-M1)+(D2-D1)]

360

Y1 is the year, expressed as a number, in which the first day of the Calculation Period falls;
Y2 is the year, expressed as a number, in which the day immediately following the last day included in the Calculation
Period falls;
M1 is the calendar month, expressed as a number, in which the first day of the Calculation Period falls;
M2 is the calendar month, expressed as a number, in which the day immediately following the last day included in the
Calculation Period falls;
D1 is the first calendar day, expressed as a number, of the Calculation Period, unless such number would be 31, in
which case D1 will be 30; and
D2 is the calendar day, expressed as a number, immediately following the last day included in the Calculation Period,
unless such number would be 31 and D1 is greater than 29, in which case D2 will be 30
(vi)

if 30E/360 or Eurobond Basis is specified in the Final Terms, the number of days in the Calculation Period divided by
360, calculated on a formula basis as follows:

Day Count Fraction =

[360x(Y2-Y1)]+[30x(M2-M1)+(D2-D1)]

360

where:
Y1 is the year, expressed as a number, in which the first day of the Calculation Period falls;
Y2 is the year, expressed as a number, in which the day immediately following the last day included in the Calculation
Period falls;
M1 is the calendar month, expressed as a number, in which the first day of the Calculation Period falls;
M2 is the calendar month, expressed as a number, in which the day immediately following the last day included in the
Calculation Period falls;
D1 is the first calendar day, expressed as a number, of the Calculation Period, unless such number would be 31, in
which case D1 will be 30; and
D2 is the calendar day, expressed as a number, immediately following the last day included in the Calculation Period,
unless such number would be 31, in which case D2 will be 30
(vii)

if 30E/360 (ISDA) is specified in the Final Terms, the number of days in the Calculation Period divided by 360,
calculated on a formula basis as follows:

Day Count Fraction =

where:

[360x(Y2-Y1)]+[30x(M2-M1)+(D2-D1)]

360

Y1 is the year, expressed as a number, in which the first day of the Calculation Period falls;
Y2 is the year, expressed as a number, in which the day immediately following the last day included in the Calculation
Period falls;
M1 is the calendar month, expressed as a number, in which the first day of the Calculation Period falls;
M2 is the calendar month, expressed as a number, in which the day immediately following the last day included in the
Calculation Period falls;
D1 is the first calendar day, expressed as a number, of the Calculation Period, unless (i) that day is the last day of
February or (ii) such number would be 31, in which case D2 will be 30; and
D2 is the calendar day, expressed as a number, immediately following the last day included in the Calculation Period,
unless (i) that day is the last day of February but not the Maturity Date or (ii) such number would be 31, in which case
D2 will be 30
(viii)

if Actual/Actual-ICMA is specified in the Final Terms,
(a)

if the Calculation Period is equal to or shorter than the Determination Period during which it falls, the number of days
in the Calculation Period divided by the product of (x) the number of days in such Determination Period and (y) the
number of Determination Periods normally ending in any year; and

(b)

if the Calculation Period is longer than one Determination Period, the sum of:
(x)

the number of days in such Calculation Period falling in the Determination Period in which it begins divided
by the product of (1) the number of days in such Determination Period and (2) the number of Determination
Periods normally ending in any year; and

(y)

the number of days in such Calculation Period falling in the next Determination Period divided by the product
of (1) the number of days in such Determination Period and (2) the number of Determination Periods normally
ending in any year

where:
Determination Period means the period from and including a Determination Date in any year to but excluding the next Determination
Date and
Determination Date means the date(s) specified as such in the Final Terms or, if none is so specified, the Interest Payment Date(s)
Designated Maturity means, in relation to Screen Rate Determination, the period of time designated in the Reference Rate.
Euro-zone means the region comprised of member states of the European Union that adopt the single currency in accordance with the
Treaty establishing the European Community, as amended.

Interest Accrual Period means the period beginning on (and including) the Interest Commencement Date and ending on (but
excluding) the first Interest Period Date and each successive period beginning on (and including) an Interest Period Date and ending on
(but excluding) the next succeeding Interest Period Date.
Interest Amount means:
(i)

in respect of an Interest Accrual Period, the amount of interest payable per Calculation Amount for that Interest Accrual
Period and which, in the case of Fixed Rate Notes, and unless otherwise specified in the Final Terms, shall mean the
Fixed Coupon Amount or Broken Amount specified in the Final Terms as being payable on the Interest Payment Date
ending the Interest Period of which such Interest Accrual Period forms part; and

(ii)

in respect of any other period, the amount of interest payable per Calculation Amount for that period.

Interest Commencement Date means the Issue Date or such other date as may be specified in the Final Terms.
Interest Determination Date means, with respect to a Rate of Interest and Interest Accrual Period, the date specified as such in the
Final Terms or, if none is so specified, (i) the first day of such Interest Accrual Period if the Specified Currency is Sterling or (ii) the
day falling two Business Days in London for the Specified Currency prior to the first day of such Interest Accrual Period if the
Specified Currency is neither Sterling nor euro or (iii) the day falling two TARGET Business Days prior to the first day of such Interest
Accrual Period if the Specified Currency is euro.
Interest Period means the period beginning on and including the Interest Commencement Date and ending on but excluding the first
Interest Payment Date and each successive period beginning on and including an Interest Payment Date and ending on but excluding
the next succeeding Interest Payment Date.
Interest Period Date means each Interest Payment Date unless otherwise specified in the Final Terms.
ISDA Definitions means the 2006 ISDA Definitions, as published by the International Swaps and Derivatives Association, Inc.
Rate of Interest means the rate of interest payable from time to time in respect of this Note and that is either specified or calculated in
accordance with the provisions in the Final Terms.
Reference Banks means, in the case of a determination of LIBOR, the principal London office of four major banks in the London interbank market and, in the case of a determination of EURIBOR, the principal Euro-zone office of four major banks in the Euro-zone
inter-bank market, in each case selected by the Calculation Agent or as specified in the Final Terms.
Reference Rate means the rate specified as such in the Final Terms (being either LIBOR or EURIBOR or such Alternative Reference
Rate or Successor Rate that is applicable in accordance with Condition 5(b)(iii)(C) (Benchmark Replacement)).
Relevant Screen Page means such page, section, caption, column or other part of a particular information service as may be specified
in the Final Terms.

Specified Currency means the currency specified as such in the Final Terms or, if none is specified, the currency in which the Notes
are denominated.
TARGET System means the Trans-European Automated Real-Time Gross Settlement Express Transfer (known as TARGET2) System
or any successor thereto.
(k)

Calculation Agent: The Relevant Issuer shall procure that there shall at all times be one or more Calculation Agents if
provision is made for them in the Final Terms and for so long as any Note is outstanding (as defined in the Trust Deed). Where
more than one Calculation Agent is appointed in respect of the Notes, references in these Conditions to the Calculation Agent
shall be construed as each Calculation Agent performing its respective duties under the Conditions. If the Calculation Agent is
unable or unwilling to act as such or if the Calculation Agent fails duly to establish the Rate of Interest for an Interest Accrual
Period or to calculate any Interest Amount, Final Redemption Amount, Early Redemption Amount or Optional Redemption
Amount, as the case may be, or to comply with any other requirement, the Relevant Issuer shall (with the prior approval of the
Note Trustee) appoint a leading bank or financial institution engaged in the interbank market (or, if appropriate, money, swap or
over-the-counter index options market) that is most closely connected with the calculation or determination to be made by the
Calculation Agent (acting through its principal London office or any other office actively involved in such market) to act as
such in its place. The Calculation Agent may not resign its duties without a successor having been appointed as aforesaid.

(l)

Adjustment to Rate of Interest: If, in respect of a Tranche of Notes, Ratings Downgrade Rate Adjustment is specified in
the relevant Final Terms as being applicable, the Rate of Interest specified in the Final Terms (the Initial Rate of Interest) and
payable on the Notes will be subject to adjustment from time to time in the event of a Rating Change or Rating Changes, within
the period from and including the Issue Date of such Tranche of Notes to and including the date falling 18 months from such
Issue Date (the Rating Change Period, with the final date of such Rating Change Period being the Rating Change Period
End Date), which adjustment shall be determined as follows.
If, following a Rating Change within the Rating Change Period:

(i)

the lowest Rating then assigned to the Notes is A- or A3 or higher, then (unless there is a subsequent Rating Change within the
Rating Change Period) from and including the first Interest Payment Date following the Rating Change, the rate of interest
payable on the Notes shall be the Initial Rate of Interest;

(ii)

the lowest Rating then assigned to the Notes is BBB+ or Baa1, then (unless there is a subsequent Rating Change within the
Rating Change Period) from and including the first Interest Payment Date following the Rating Change, the rate of interest
payable on the Notes shall be the Initial Rate of Interest plus 0.25 per cent. per annum;

(iii)

the lowest Rating then assigned to the Notes is BBB or Baa2, then (unless there is a subsequent Rating Change within the
Rating Change Period) from and including the first Interest Payment Date following the Rating Change, the rate of interest
payable on the Notes shall be the Initial Rate of Interest plus 0.50 per cent. per annum; or

(iv)

the lowest Rating then assigned to the Notes is BBB- or Baa3 or lower, or if such Ratings are withdrawn by both of Moody’s
Investor Services Limited and Standard & Poor's Credit Market Services Europe Limited, then (unless there is a subsequent
Rating Change within the Rating Change Period) from and including the first Interest Payment Date

following the Rating Change the rate of interest payable on the Notes shall be the Initial Rate of Interest plus 0.75 per cent. per
annum
in each case, the Revised Rate of Interest.
Following each Rating Change the Relevant Issuer will notify the Noteholders of the Revised Rate of Interest following such Rating
Change in accordance with the provisions of Condition 18 (Notices) as soon as reasonably practicable after the occurrence of the Rating
Change. If, in respect of an Interest Period (the Relevant Interest Period), there is more than one Rating Change, the Revised Rate of
Interest which will apply for the succeeding Interest Period will be the Revised Rate of Interest resulting from the last Rating Change in
the Relevant Interest Period.
There shall be no limit to the number of times that adjustments to the rate of interest payable on the Notes may be made pursuant to this
Condition 5(l) during the Rating Change Period, provided always that at no time during the term of the Notes will the rate of interest
payable on the Notes be less than the Initial Interest Rate or more than the Initial Interest Rate plus 0.75 per cent. per annum. For the
avoidance of doubt, the rate of interest payable on the Notes from and including the first Interest Payment Date following the Rating
Change Period End Date to maturity of the Notes shall be determined in accordance with the Ratings assigned to the Notes as of the
Rating Change Period End Date.
Rating Agency means Standard & Poor’s Credit Market Services Europe Limited or any of its subsidiaries and their successors or
Moody’s Investors Service Limited or any of its subsidiaries and their successors or any rating agency substituted for any of them (or
any permitted substitute of them) by the Relevant Issuer from time to time with the prior written approval of the Note Trustee; and
Rating Change means the public announcement by any Rating Agency assigning a credit rating to the Notes of a change in, or
confirmation of, the rating of the Notes or, as the case may be, of a credit rating being applied.

6.

Redemption, Purchase and Options
(a)

Final Redemption:
Unless previously redeemed, purchased and cancelled as provided below, each Note shall be finally redeemed on the Maturity
Date specified in the Final Terms at its Final Redemption Amount (which, unless otherwise provided in the Final Terms, is its
nominal amount).

(b)

Early Redemption:
(i)

Zero Coupon Notes:

(A)

The Early Redemption Amount payable in respect of any Zero Coupon Note, the Early Redemption Amount of which
is not linked to an index and/or a formula, upon redemption of such Note pursuant to Condition 6(c) (Redemption for
Taxation Reasons) or upon it becoming due and payable as provided in Condition 12 (Events of Default) shall be the
Amortised Face Amount (calculated as provided below) of such Note unless otherwise specified in the Final Terms.

(B)

Subject to the provisions of sub-paragraph (C) below, the Amortised Face Amount of any such Note shall be the
scheduled Final Redemption Amount of such Note on the Maturity Date discounted at a rate per annum (expressed as a

percentage) equal to the Amortisation Yield (which, if none is shown in the Final Terms, shall be such rate as would
produce an Amortised Face Amount equal to the issue price of the Notes if they were discounted back to their issue
price on the Issue Date) compounded annually.
(C)

If the Early Redemption Amount payable in respect of any such Note upon its redemption pursuant to Condition 6(c)
(Redemption for Taxation Reasons) or upon it becoming due and payable as provided in Condition 12 (Events of
Default) is not paid when due, the Early Redemption Amount due and payable in respect of such Note shall be the
Amortised Face Amount of such Note as defined in sub-paragraph (B) above, except that such sub-paragraph shall
have effect as though the date on which the Note becomes due and payable were the Relevant Date. The calculation of
the Amortised Face Amount in accordance with this subparagraph shall continue to be made (both before and after
judgment) until the Relevant Date, unless the Relevant Date falls on or after the Maturity Date, in which case the
amount due and payable shall be the scheduled Final Redemption Amount of such Note on the Maturity Date together
with any interest that may accrue in accordance with Condition 5(c) (Zero Coupon Notes).
Where such calculation is to be made for a period of less than one year, it shall be made on the basis of the Day Count
Fraction shown in the Final Terms.

(ii)

Other Notes: The Early Redemption Amount payable in respect of any Note (other than Notes described in (i) above), upon
redemption of such Note pursuant to Condition 6(c) (Redemption for Taxation Reasons) or upon it becoming due and payable
as provided in Condition 12 (Events of Default), shall be the Final Redemption Amount unless otherwise specified in the Final
Terms.

(c)

Redemption for Taxation Reasons: The Notes may be redeemed at the option of the Relevant Issuer in whole, but not in part,
on any Interest Payment Date (if this Note is either a Floating Rate Note or an Indexed Note) or at any time (if this Note is
neither a Floating Rate Note nor an Indexed Note), on giving not less than 30 nor more than 60 days’ notice to the Note Trustee
and the Noteholders in accordance with Condition 18 (Notices) (which notice shall be irrevocable) at their Early Redemption
Amount (as described in Condition 6(b) (Early Redemption) above) (together with interest accrued to the date fixed for
redemption), if (i) the Relevant Issuer satisfies the Note Trustee immediately before the giving of such notice that it has or will
become obliged to pay additional amounts as described under Condition 10 (Taxation) as a result of any change in, or
amendment to, the laws or regulations of the United Kingdom or any political subdivision or any authority thereof or therein
having power to tax, or any change in the application or official interpretation of such laws or regulations, which change or
amendment becomes effective on or after the date on which agreement is reached to issue the first Tranche of the Notes, and (ii)
such obligation cannot be avoided by the Relevant Issuer taking reasonable measures available to it, provided that no such
notice of redemption shall be given earlier than 90 days prior to the earliest date on which the Relevant Issuer would be obliged
to pay such additional amounts were a payment in respect of the Notes then due. Prior to the publication of any notice of
redemption pursuant to this Condition 6(c) (Redemption for Taxation Reasons), the Relevant Issuer shall deliver to the Note
Trustee a certificate signed by two directors of the Relevant Issuer stating that the obligation referred to in (i) above cannot be
avoided by the Relevant Issuer taking reasonable measures available to it and the Note Trustee shall be entitled to accept such
certificate as sufficient evidence of the satisfaction of the condition

precedent set out in (ii) above, in which event it shall be conclusive and binding on Noteholders and Couponholders.
All Notes in respect of which any such notice is given shall be redeemed on the date specified in such notice in accordance
with this Condition.
(d)

Redemption for Indexation Reasons: Upon the occurrence of any Index Event (as defined below), the Relevant Issuer may,
upon giving not less than 30 nor more than 60 days’ notice to the Note Trustee and the holders of the Indexed Notes in
accordance with Condition 18 (Notices), redeem all (but not some only) of the Indexed Notes of all Tranches on any Interest
Payment Date at the Principal Amount Outstanding (adjusted in accordance with Condition 7(a) (Application of the Index
Ratio)) plus accrued but unpaid interest. No single Tranche of Indexed Notes may be redeemed in these circumstances unless
all the other Tranches of Indexed Notes linked to the same underlying Index are also redeemed at the same time. Before giving
any such notice, the Relevant Issuer shall provide to the Note Trustee a certificate signed by two directors of the Relevant
Issuer (a) stating that the Relevant Issuer is entitled to effect such redemption and setting forth a statement of facts showing that
the conditions precedent to the right of the Relevant Issuer so to redeem have occurred and (b) confirming that the Relevant
Issuer will have sufficient funds on such Interest Payment Date to effect such redemption. The Note Trustee shall be entitled to
rely on such certificate without liability to any person.
All Notes in respect of which any such notice is given shall be redeemed on the date specified in such notice in accordance
with this Condition.
Index Event means (i) if the Index Figure for three consecutive months falls to be determined on the basis of an Index Figure
previously published as provided in Condition 7(b)(ii) (Delay in publication of Index) and the Note Trustee has been notified
by the Issuing and Paying Agent or Agent Bank that publication of the Index has ceased or (ii) notice is published by Her
Majesty’s Treasury, or on its behalf, following a change in relation to the Index, offering a right of redemption to the holders of
the Reference Gilt, and (in either case) no amendment or substitution of the Index has been advised by the Indexation Adviser
to the Relevant Issuer and such circumstances are continuing.
Principal Amount Outstanding means, in respect of a Note on any date:

(e)

(a)

the principal amount of that Note upon issue, minus;

(b)

the aggregate amount of principal repayments or prepayments made in respect of that Note since the Issue Date.

Redemption at the Option of the Relevant Issuer: If Call Option is specified in the Final Terms, the Relevant Issuer may, on
giving not less than 15 nor more than 30 days’ irrevocable notice to the Note Trustee and the Noteholders redeem all or, if so
provided, some of the Notes on any Optional Redemption Date. Any such redemption of Notes shall be at their Optional
Redemption Amount together with interest accrued up to (and including) the date fixed for redemption. Any such redemption
or exercise must relate to Notes of a nominal amount at least equal to the Minimum Redemption Amount to be redeemed
specified in the Final Terms and no greater than the Maximum Redemption Amount to be redeemed specified in the Final
Terms.
If Make-Whole Redemption is specified in the Final Terms, the Relevant Issuer may, on giving not less than 15 nor more than
30 days' irrevocable notice to the Noteholders

(or such other notice period as may be specified in the Final Terms), redeem all or, if so provided, some of the Notes at any
time or from time to time (i) where no particular period during which Make-Whole Redemption is applicable is specified, prior
to their Maturity Date, or (ii) where Make-Whole Redemption is specified as only being applicable for a certain period, during
such period, in each case on the date for redemption specified in such notice (the Make-Whole Redemption Date) at the
Make-Whole Redemption Amount.
In the case of Notes other than Index Linked Interest Notes or Index Linked Redemption Notes where CPI is specified as the
Index in the relevant Final Terms, the Make-Whole Redemption Amount will be calculated by the Financial Adviser and will
be the greater of:
(i) 100 per cent. of the principal amount of the Notes so redeemed (where applicable, adjusted for indexation in
accordance with Condition 7 (Indexation)); and
(ii) the sum of the then present values of the remaining scheduled payments of principal and interest on such Notes (not
including any interest accrued on the Notes to, but excluding, the relevant Make-Whole Redemption Date) discounted
to the relevant Make-Whole Redemption Date on an annual basis at the Make-Whole Redemption Rate plus the MakeWhole Redemption Margin, if any, specified in the applicable Final Terms, plus, in each case, any interest accrued on
the Notes to, but excluding, the Make-Whole Redemption Date.
In the case of Index Linked Interest Notes or Index Linked Redemption Notes where CPI is specified as the Index in the
relevant Final Terms:
(i) unless the Financial Adviser advises the Relevant Issuer that an appropriate CPI Gilt is outstanding which would be
utilised, at the time of selection and in accordance with customary financial practice at such time, in pricing new issues
of corporate debt securities with a similar remaining weighted average life to the Notes, the Make-Whole Redemption
Amount will be calculated by the Financial Adviser and will be the greater of:
a. 100 per cent. of the principal amount of the Notes so redeemed (adjusted for indexation in accordance with Condition
7); and
b. the RPI Adjusted Redemption Amount; or
(ii) if the Financial Adviser advises the Relevant Issuer that an appropriate CPI Gilt is outstanding (the Redemption
Reference CPI Gilt) which would be utilised, at the time of selection and in accordance with customary financial
practice at such time, in pricing new issues of corporate debt securities with a similar remaining weighted average life
to the Notes, the Make-Whole Redemption Amount will be calculated by the Financial Adviser and will be the greater
of:
a. 100 per cent. of the principal amount of the Notes so redeemed (adjusted for indexation in accordance with Condition 7
(Indexation)) and
b. the sum of the then present values of the remaining scheduled payments of principal and interest on such Notes (not
including any interest accrued on the Notes to, but excluding, the relevant Make-Whole Redemption Date) discounted
to the relevant Make-Whole Redemption Date on an annual basis at the CPI

Make-Whole Redemption Rate plus the Make-Whole Redemption Margin, if any, specified in the applicable Final
Terms, plus, in each case, any interest accrued on the Notes to, but excluding, the Make-Whole Redemption Date.
All Notes in respect of which any such notice is given shall be redeemed on the date specified in such notice in accordance
with this Condition.
In the case of a partial redemption the notice to Noteholders shall also contain the certificate numbers of the Bearer Notes, or in
the case of Registered Notes shall specify the nominal amount of Registered Notes drawn and the holder(s) of such Registered
Notes, to be redeemed, which shall have been drawn in such place as the Note Trustee may approve and in such manner as it
deems appropriate, subject to compliance with any applicable laws and stock exchange or other relevant authority
requirements.
In the case of a partial redemption of a Tranche of Notes represented by a New Global Note (as defined in the Trust Deed)
pursuant to this Condition, the Notes to be redeemed (the Redeemed Notes) will be selected in accordance with the rules and
procedures of Euroclear and/or Clearstream, Luxembourg (to be reflected in the records of Euroclear and Clearstream,
Luxembourg as either a pool factor or a reduction in nominal amount, at their discretion), not more than 30 days prior to the
date fixed for redemption.
For the purposes of this Condition 6(e):
CPI Gilt means a sterling obligation of the UK government listed on the Official List of the Financial Conduct Authority and
admitted to trading on the London Stock Exchange which is linked to the CPI;
CPI Make-Whole Redemption Rate means with respect to the Reference Dealers and the Make-Whole Redemption Date, the
average of the five quotations of the mid-market annual yield to maturity of the Redemption Reference CPI Gilt at the
Quotation Time specified in the Final Terms on the Determination Date specified in the Final Terms quoted in writing to the
Relevant Issuer and the Trustee by the Reference Dealers;
Financial Adviser means an independent financial institution of international repute or an independent adviser of recognised
standing with appropriate expertise selected by the Relevant Issuer at its own expense after notification of such selection to the
Trustee;
Make-Whole Redemption Rate means with respect to the Reference Dealers and the Make-Whole Redemption Date, the
average of the five quotations of the mid-market annual yield to maturity of the Make-Whole Reference Bond specified in the
Final Terms or, if the Make-Whole Reference Bond is no longer outstanding, a similar security in the reasonable judgment of
the Reference Dealers, at the Quotation Time specified in the Final Terms on the Determination Date specified in the Final
Terms quoted in writing to the Relevant Issuer and the Trustee by the Reference Dealers;
Notional RPI Bond means a bond issued by the Relevant Issuer, the terms of which are the same as those of the Notes to be
redeemed, save only that payments of principal and interest are adjusted for indexation by reference to RPI (rather than CPI);
Real Yield means a yield, expressed as a percentage, calculated by the Financial Adviser on the basis set out by the United
Kingdom Debt Management Office in the paper “Formulae for Calculating Gilt Prices from Yields” page 5, Section One:
Price/Yield Formulae (Index-Linked Gilts) (published on 8 June, 1998 and updated on 15 January, 2002 and 16 March, 2005)
(as updated, amended or supplemented from time to time)

on a semi-annual compounding basis (converted to an annualised yield and rounded up (if necessary) to five decimal places).
Such method requires the adoption of an assumed inflation rate which shall be such rate as the Financial Adviser may
determine and notify to the Trustee and the Issue and Paying Agent to be appropriate and, for the avoidance of doubt, the
assumed inflation rate shall be a long-term UK inflation rate for the remaining life of the Notes. If such formula does not
reflect generally accepted market practice at the time of redemption, a yield calculated in accordance with generally accepted
market practice at such time, all as advised to the Relevant Issuer by the Financial Adviser;
Redemption Reference RPI Gilt means such RPI Gilt as the Financial Adviser determines would be utilised, at the time of
selection and in accordance with customary financial practice at such time, in pricing new issues of corporate debt securities of
comparable maturity and amortisation profile to the remaining term of the Notes (or, where the Financial Adviser advises the
Relevant Issuer) that, for reasons of illiquidity or otherwise, such stock is not appropriate for such purpose, such other
government stock as the Financial Adviser may recommend as appropriate for this purpose;
Reference Dealers means those Reference Dealers specified in the Final Terms;
RPI Adjusted Redemption Amount is an amount equal to the sum of:
(i) the product (adjusted for indexation in accordance with Condition 6) of the outstanding principal amount of the Notes
to be redeemed and the price, expressed as a percentage (rounded to five decimal places, with 0.000005 being rounded
upwards), (as reported in writing to the Relevant Issuer by the Financial Adviser) at which the Real Yield on the Notes
on the Yield Calculation Date is equal to the sum of (x) the Real Yield at 11.00 a.m. (London time) on such date of the
Redemption Reference RPI Gilt (or, where the Financial Adviser determines in good faith and advises to the Relevant
Issuer that, for reasons of illiquidity or otherwise, such stock is not appropriate for such purpose, such other
government stock as advised to the Relevant Issuer by the Financial Adviser) and (y) 0.1 per cent.; and
(ii) the Wedge Value (which may be positive or negative and, if negative, the absolute value shall be deducted for the
purpose of calculating the RPI Adjusted Redemption Amount);
RPI Gilt means a sterling obligation of the UK government listed on the Official List of the Financial Conduct Authority and
admitted to trading on the London Stock Exchange which is linked to the RPI;
Wedge Value means the market value to a market counterparty on the Yield Calculation Date (based on three (or such lower
number as the Relevant Issuer and the Financial Adviser may agree as appropriate) third party quotes) of a notional swap
(where the parties are deemed to have a bilateral, daily, zero-threshold, no initial amount, ISDA Credit Support Annex) under
which the market counterparty:
(i)

receives the remaining cashflows of the Notes; and

(ii)

pays the remaining cashflows of the Notional RPI Bond,

and where, in providing such quotes, such third parties are asked to use discount factors calculated from the zero coupon curve
derived from the interest rate used to calculate

payments on GBP cash collateral, provided that, if the Financial Adviser determines and advises the Relevant Issuer that it is
not reasonably practicable to determine the Wedge Value on such basis (including, without limitation, because it is not
reasonably practicable to obtain third party quotes) the Wedge Value shall be determined by the Financial Adviser and advised
to the Relevant Issuer; and
Yield Calculation Date means the date which is the second Business Day prior to the date on which the notice to redeem is
dispatched; and
in the case of Index Linked Interest Notes and/or Index Linked Redemption Notes only, the then present values of the
remaining scheduled payments of principal and interest on such Notes shall be calculated in accordance with the
customary conventions applied to the calculation of such amounts in the inflation linked debt transactions from time to time.
(f)

Pre-Maturity Call Option by the Issuer: If Pre-Maturity Call Option is specified as being applicable in the Final Terms, the
Relevant Issuer may, on giving not less than 15 nor more than 30 days’ irrevocable notice to the Note Trustee and the
Noteholders redeem all (but not some only) of the outstanding Notes of the relevant Series on the Pre-Maturity Call Option
Date. Any such redemption of Notes shall be at par together with unpaid interest accrued up to (and including) the PreMaturity Call Option Date.
Pre-Maturity Call Option Date means the date that is 3 calendar months prior to the Maturity Date specified in the Final
Terms for the relevant Series of Notes.
All Notes in respect of which any such notice is given shall be redeemed on the date specified in such notice in accordance
with this Condition.

(g)

Clean-up Call Option by the Issuer: If Clean-up Call Option is specified as being applicable in the Final Terms, the Relevant
Issuer may, on giving not less than 15 nor more than 30 days’ irrevocable notice to the Note Trustee and the Noteholders
redeem all (but not some only) of the outstanding Notes of the relevant Series, provided that at least 80 per cent. of the initial
aggregate principal amount of the Notes of such Series has been purchased or redeemed by the Relevant Issuer (except where
such redemption was pursuant to Condition 6(e) (Redemption at the Option of the Relevant Issuer)). Any such redemption of
Notes shall be at par together with unpaid interest accrued up to (and including) the date fixed for redemption.
All Notes in respect of which any such notice is given shall be redeemed on the date specified in such notice in accordance
with this Condition.

(h)

Redemption at the Option of Noteholders: If Investor Put is specified in the Final Terms, the Relevant Issuer shall, at the
option of the holder of any such Note, upon the holder of such Note giving not less than 15 nor more than 30 days’ notice to
the Relevant Issuer (or such other notice period as may be specified in the Final Terms) redeem such Note on the Optional
Redemption Date(s) (specified in the Final Terms) at its Optional Redemption Amount (specified in the Final Terms) together
with interest accrued up to (and including) the date fixed for redemption.
To exercise such option the holder must deposit (in the case of Bearer Notes) such Note (together with all unmatured Coupons
and unexchanged Talons) with any Paying Agent or (in the case of Registered Notes) the Certificate representing such Note(s)
with the Registrar or any Transfer Agent at its specified office, together with a duly completed option exercise notice (Exercise
Notice) in the form obtainable from any Paying Agent,

the Registrar or any Transfer Agent (as applicable) within the notice period. No Note or Certificate so deposited and option
exercised may be withdrawn (except as provided in the Agency Agreement) without the prior consent of the Relevant Issuer.
(i)

Redemption at the Option of the Noteholders on a Restructuring Event
(i)

If Restructuring Put Option is specified in the Final Terms, and:

(a)

if, at any time while any of the Notes remains outstanding, a Restructuring Event (as defined below) occurs and prior
to the commencement of or during the Restructuring Period (as defined below):
(A)

an independent financial adviser (as described below) shall have certified in writing to the Note Trustee that
such Restructuring Event will not be or is not, in its opinion, materially prejudicial to the interests of the
Noteholders; or

(B)

if there are Rated Securities (as defined below), each Rating Agency (as defined below) that at such time has
assigned a current rating to the Rated Securities confirms in writing to the Relevant Issuer at its request (which
it shall make as set out below) that it will not be withdrawing or reducing the then current rating assigned to
the Rated Securities by it from an investment grade rating (BBB-/Baa3, or their respective equivalents for the
time being, or better) to a non-investment grade rating (BB+/Bal, or their respective equivalents for the time
being, or worse) or, if the Rating Agency shall have already rated the Rated Securities below investment grade
(as described above), the rating will not be lowered by one full rating category or more, in each case as a
result, in whole or in part, of any event or circumstance comprised in or arising as a result of the applicable
Restructuring Event,

the following provisions of this Condition 6(i) (Redemption at the Option of the Noteholders on a Restructuring Event)
shall cease to have any further effect in relation to such Restructuring Event.
(b)

if, at any time while any of the Notes remains outstanding, a Restructuring Event occurs and (subject to Condition 6(i)
(i)(a) (Redemption at the Option of the Noteholders on a Restructuring Event):
(A)

(B)

within the Restructuring Period, either:
(i)

if at the time such Restructuring Event occurs there are Rated Securities, a Rating Downgrade (as
defined below) in respect of such Restructuring Event also occurs; or

(ii)

if at such time there are no Rated Securities, a Negative Rating Event (as defined below) in respect of
such Restructuring Event also occurs; and

an independent financial adviser shall have certified in writing to the Note Trustee that such Restructuring
Event is, in its opinion, materially prejudicial to the interests of the Noteholders (a Negative Certification),

then, unless at any time the Relevant Issuer shall have given notice under Conditions 6(e) (Redemption at the Option of the Relevant
Issuer), (f) (Pre-Maturity Call Option by the Issuer) or (g) (Clean-up Call Option by the Issuer) or the holder shall have given notice
under Condition 6(h) (Redemption at the Option of Noteholders) (if applicable), the holder of each Note will, upon the giving of a Put
Event Notice (as defined below), have the option (the Restructuring Put Option) to require the Relevant Issuer to redeem or, at the
option of the Relevant Issuer, purchase (or procure the purchase of) that Note on the Put Date (as defined below), at its Optional
Redemption Amount (specified in the Final Terms) together with (or, where purchased, together with an amount equal to) interest (if
any) accrued to (but excluding) the Put Date.
A Restructuring Event shall be deemed not to be materially prejudicial to the interests of the Noteholders if, notwithstanding the
occurrence of a Rating Downgrade or a Negative Rating Event, the rating assigned to the Rated Securities by any Rating Agency (as
defined below) is subsequently increased to, or, as the case may be, there is assigned to the Notes or other unsecured and
unsubordinated debt of the Relevant Issuer having an initial maturity of five years or more by any Rating Agency, an investment grade
rating (BBB-/Baa3) or their respective equivalents for the time being) or better prior to any Negative Certification being issued.
Any Negative Certification shall be conclusive and binding on the Note Trustee, the Relevant Issuer and the Noteholders. The Relevant
Issuer may, at any time, with the approval of the Note Trustee appoint an independent financial adviser for the purposes of this
Condition 6(i) (Redemption at the Option of the Noteholders on a Restructuring Event). If, within five Business Days following the
occurrence of a Rating Downgrade or a Negative Rating Event, as the case may be, in respect of a Restructuring Event, the Relevant
Issuer shall not have appointed an independent financial adviser for the purposes of Condition 6(i)(i)(b)(B) and (if so required by the
Note Trustee) the Note Trustee is indemnified and/or prefunded and/or secured to its satisfaction against the costs of such adviser, the
Note Trustee may appoint an independent financial adviser for such purpose following consultation with the Relevant Issuer.
(ii)

Promptly upon the Relevant Issuer becoming aware that a Put Event (as defined below) has occurred, and in any event not later
than 14 days after the occurrence of a Put Event, the Relevant Issuer shall, and at any time upon the Note Trustee if so
requested by the holders of at least one-quarter in nominal amount of the Notes then outstanding shall, give notice (a Put Event
Notice) to the Noteholders in accordance with Condition 18 (Notices) specifying the nature of the Put Event and the procedure
for exercising the Restructuring Put Option.

(iii)

To exercise the Restructuring Put Option, the holder of a Note must comply with the provisions of Condition 6(h) (Redemption
at the Option of Noteholders). The applicable notice period for the purposes of Condition 6(h) (Redemption at the Option of
Noteholders), as applied to a Restructuring Put Option, shall be the period (the Put Period) of 45 days after that on which a Put
Event Notice is given. Subject to the relevant Noteholder having complied with Condition 6(h) (Redemption at the Option of
Noteholders), the Relevant Issuer shall redeem or, at the option of that Relevant Issuer, purchase (or procure the purchase of)
the relevant Note on the fifteenth day after the date of expiry of the Put Period (the Put Date) unless previously redeemed or
purchased.

(iv)

For the purposes of these Conditions:

(a)

Distribution Services Area means, in respect of a Relevant Issuer, the area specified as such in the distribution licence granted
to it on 1 October 2001 under section 6(l)(c) of the Electricity Act 1989 (as amended by section 30 of the Utilities Act 2000), as
of the date of such distribution licence.

(b)

A Negative Rating Event shall be deemed to have occurred if (1) a Relevant Issuer does not, either prior to or not later than 14
days after the date of the relevant Restructuring Event, seek, and thereupon use all reasonable endeavours to obtain, a rating of
the Notes or any other unsecured and unsubordinated debt of that Relevant Issuer having an initial maturity of five years or
more from a Rating Agency or (2) if it does so seek and use such endeavours, it is unable, as a result of such Restructuring
Event, to obtain such a rating of at least investment grade (BBB-/Baa3, or their respective equivalents for the time being).

(c)

A Put Event occurs on the date of the last to occur of (1) a Restructuring Event, (2) either a Rating Downgrade or, as the case
may be, a Negative Rating Event and (3) the relevant Negative Certification.

(d)

Rating Agency means Standard & Poor’s Credit Market Services Europe Limited or any of its subsidiaries and their successors
(Standard & Poor’s) or Moody’s Investors Service Limited or any of its subsidiaries and their successors (Moody’s) or any
rating agency substituted for any of them (or any permitted substitute of them) by the Relevant Issuer from time to time with
the prior written approval of the Note Trustee.

(e)

A Rating Downgrade shall be deemed to have occurred in respect of a Restructuring Event if the then current rating assigned
to the Rated Securities by any Rating Agency (whether provided by a Rating Agency at the invitation of the Relevant Issuer or
by its own volition) is withdrawn or reduced from an investment grade rating (BBB-/Baa3), or their respective equivalents for
the time being, or better) to a non-investment grade rating (BB+/Bal), or their respective equivalents for the time being, or
worse) or, if the Rating Agency shall then have already rated the Rated Securities below investment grade (as described above),
the rating is lowered one full rating category or more.

(f)

Rated Securities means the Notes, if at any time and for so long as they have a rating from a Rating Agency, and otherwise
any other unsecured and unsubordinated debt of a Relevant Issuer having an initial maturity of five years or more which is rated
by a Rating Agency.

(g)

Restructuring Event means the occurrence of any one or more of the following events:
(A)

(i) the Secretary of State for Business, Innovation and Skills (or any successor) giving the Relevant Issuer written
notice of any revocation of its Distribution Licence; or
(ii)

the Relevant Issuer agreeing in writing with the Secretary of State for Business, Innovation and Skills (or any
successor) to any revocation or surrender of its Distribution Licence; or

(iii)

any legislation (whether primary or subordinate) being enacted which terminates or revokes the Distribution
Licence of the Relevant Issuer;

except, in each such case, in circumstances where a licence or licences on substantially no less favourable terms is or
are granted to the Relevant Issuer or a wholly-owned subsidiary of the Relevant Issuer where such subsidiary at the
time of such grant either executes in favour of the Note Trustee an unconditional and irrevocable guarantee in respect
of all Notes issued by the Relevant Issuer in such form as the Note Trustee may approve or becomes the primary
obligor under the Notes issued by the Relevant Issuer in accordance with Condition 13(c) (Substitution); or

(h)

(i)

(B)

any modification (other than a modification which is of a formal, minor or technical nature) being made to the terms
and conditions upon which a Relevant Issuer is authorised and empowered under relevant legislation to distribute
electricity in the Distribution Services Area unless two directors of such Issuer have certified in good faith to the Note
Trustee that the modified terms and conditions are not materially less favourable to the business of that Relevant
Issuer;

(C)

any legislation (whether primary or subordinate) is enacted which removes, qualifies or amends (other than an
amendment which is of a formal, minor or technical nature) the duties of the Secretary of State for Business,
Innovation and Skills (or any successor) and/or the Gas and Electricity Markets Authority (or any successor) under
section 3A of the Electricity Act 1989 (as amended by the Utilities Act 2000) (as this may be amended from time to
time) unless two directors of such Relevant Issuer have certified in good faith to the Note Trustee that such removal,
qualification or amendment does not have a materially adverse effect on the financial condition of that Relevant Issuer.

Restructuring Period means:
(A)

if at the time a Restructuring Event occurs there are Rated Securities, the period of 90 days starting from and including
the day on which that Restructuring Event occurs; or

(B)

if at the time a Restructuring Event occurs there are no Rated Securities, the period starting from and including the day
on which that Restructuring Event occurs and ending on the day 90 days following the later of (aa) the date (if any) on
which the Relevant Issuer shall seek to obtain a rating as contemplated by the definition of Negative Rating Event; (bb)
the expiry of the 14 days referred to in the definition of Negative Rating Event and (cc) the date on which a Negative
Certification shall have been given to the Note Trustee in respect of that Restructuring Event.

A Rating Downgrade or a Negative Rating Event or a non-investment grade rating shall be deemed not to have occurred as a
result or in respect of a Restructuring Event if the Rating Agency making the relevant reduction in rating or, where applicable,
refusal to assign a rating of at least investment grade as provided in this Condition 6(i) (Redemption at the Option of the
Noteholders on a Restructuring Event), does not announce or publicly confirm or inform the Relevant Issuer in writing at its
request (which it shall make as set out in the following paragraph) that the reduction or, where applicable, declining to assign a
rating of at least investment grade, was the result, in whole or in part, of any event or circumstance comprised in or arising as a
result of the applicable Restructuring Event.
The Relevant Issuer undertakes to contact the relevant Rating Agency immediately following that reduction, or where
applicable the refusal to assign a rating of at least investment grade, to confirm whether that reduction, or refusal to assign a
rating of at least investment grade was the result, in whole or in part, of any event or circumstance comprised in or arising as a
result of the applicable Restructuring Event. The Relevant Issuer shall notify the Note Trustee immediately upon receipt of any
such confirmation from the relevant Rating Agency.
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(j)

Purchases: The Relevant Issuer may at any time purchase Notes (provided that all unmatured Coupons and unexchanged
Talons relating thereto are attached thereto or surrendered therewith) in the open market or otherwise at any price.

(k)

Cancellation: All Notes purchased by or on behalf of the Relevant Issuer or its Subsidiaries may be surrendered for
cancellation, in the case of Bearer Notes, by surrendering each such Note together with all unmatured Coupons and all
unexchanged Talons to the Issuing and Paying Agent and, in the case of Registered Notes, by surrendering the Certificate
representing such Notes to the Registrar and, in each case, if so surrendered, shall, together with all Notes redeemed by the
Relevant Issuer, be cancelled forthwith (together with all unmatured Coupons and unexchanged Talons attached thereto or
surrendered therewith). Any Notes so surrendered for cancellation may not be reissued or resold and the obligations of the
Relevant Issuer in respect of any such Notes shall be discharged.

Indexation
This Condition 7 (Indexation) is applicable only if the relevant Final Terms specifies that the Notes are Index Linked Interest Notes
and/or Index Linked Redemption Notes.

(a)

Application of the Index Ratio
Each payment of interest in respect of the Index Linked Interest Notes shall be the amount provided in, or determined in accordance
with, these Conditions, multiplied by the Index Ratio (or Limited Index Ratio in the case of Limited Indexed Notes) applicable to the
month in which such payment falls to be made and rounded in accordance with Condition 5(e) (Margin, Maximum/Minimum Rates of
Interest, Redemption Amounts and Rounding).
Unless otherwise specified hereon, the Final Redemption Amount, the Early Redemption Amount and the Optional Redemption
Amount in respect of the Index Linked Interest Notes and/or Index Linked Redemption Notes shall be the nominal amount of the Index
Linked Interest Notes and/or Index Linked Redemption Notes multiplied by the Index Ratio applicable to the date on which the Final
Redemption Amount, Early Redemption Amount or Optional Redemption Amount (as the case may be) becomes payable, provided
that:
(i)

if a Minimum Final Redemption Amount, Minimum Early Redemption Amount and/or Minimum Optional Redemption
Amount is specified in the applicable Final Terms and such amount is greater than the amount of principal in respect of the
Notes determined in accordance with this Condition 7(a) (expressed on a per Calculation Amount basis), the Final Redemption
Amount, Early Redemption Amount and/or Optional Redemption Amount (as applicable) shall be, respectively, the Minimum
Final Redemption Amount, Minimum Early Redemption Amount and/or Minimum Optional Redemption Amount (as
applicable) so specified in the applicable Final Terms; and/or

(ii)

if a Maximum Final Redemption Amount, Maximum Early Redemption Amount and/or Maximum Optional Redemption
Amount is specified in the applicable Final Terms and such amount is less than the amount of principal in respect of the Notes
determined in accordance with this Condition 7(a) (expressed on a per Calculation Amount basis), the Final Redemption
Amount, Early Redemption Amount and/or Optional Redemption Amount (as applicable) shall be, respectively, the Maximum
Final Redemption Amount, Maximum Early Redemption Amount or Maximum Optional Redemption Amount (as applicable)
so specified in the applicable Final Terms; and

(iii)

the Calculation Agent will calculate the Final Redemption Amount, Early Redemption Amount and Optional Redemption
Amount (as the case may be) as set out in Condition 5(g) (Determination and Publication of Rates of Interest, Interest Amounts,
Final Redemption Amounts, Early Redemption Amounts and Optional Redemption Amounts).

Each payment of principal in respect of the Index Linked Redemption Notes shall be the amount provided in, or determined in
accordance with, these Conditions, multiplied by the Index Ratio (or Limited Index Ratio in the case of Limited Indexed Notes)
applicable to the month in which such payment falls to be made and rounded in accordance with Condition 5(e) (Margin,
Maximum/Minimum Rates of Interest, Redemption Amounts and Rounding).
(b)

Changes in Circumstances Affecting the Index

(i)

Change in base: If at any time and from time to time the Index is changed by the substitution of a new base therefore, then
with effect from the calendar month from and including that in which such substitution takes effect (1) the definition of “Index”
and “Index Figure” in Condition 8 (Definitions) shall be deemed to refer to the new date or month in substitution for January
1987 (or, as the case may be, to such other date or month as may have been substituted therefore); and (2) the new Base Index
Figure shall be the product of the existing Base Index Figure and the Index Figure immediately following such substitution,
divided by the Index Figure immediately prior to such substitution.

(ii)

Delay in publication of Index: If the Index Figure relating to any month (the relevant month) which is required to be taken
account for the purposes of the determination of the Index Figure applicable for any date is not published on or before the
fourteenth business day before the date on which any payment of interest or principal on the Notes is due (the date for
payment), the Index Figure relating to the relevant month shall be (1) such substitute index figure (if any) as an Indexation
Adviser considers to have been published by the Bank of England or, as the case may be, the United Kingdom Debt
Management Office (or such other designated debt manager of Her Majesty’s Treasury, from time to time) for the purposes of
indexation of payments on the Reference Gilt or, failing such publication, on any one or more issues of index-linked Treasury
Stock selected by the Indexation Adviser (and approved by the Note Trustee); or (2) if no such determination is made by such
Indexation Adviser within 7 days, the Index Figure last published (or, if later, the substitute index figure last determined
pursuant to Condition 7(b)(i) (Change in base)) before the date for payment.

(c)

Application of Changes
Where the provisions of Condition 7(b)(ii) (Delay in publication of Index) apply, the determination of the Indexation Adviser
as to the Index Figure applicable to the month in which the date for payment falls shall be conclusive and binding. If, an Index
Figure having been applied pursuant to Condition 7(b)(ii)(2), the Index Figure relating to the relevant month is subsequently
published while a Note is still outstanding, then:

(i)

in relation to a payment of principal or interest in respect of such Note other than upon final redemption of such Note, the
principal or interest (as the case may be) next payable after the date of such subsequent publication shall be increased or
reduced by an amount equal to (respectively) the shortfall or excess of the amount of the relevant payment made on the basis of
the Index Figure applicable by virtue of Condition 7(b)(ii)(2), below or above the amount of the relevant payment that would
have been due if the Index Figure subsequently published had been published on or before the fourteenth Business Day before
the date for payment; and

(ii)
(d)
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in relation to a payment of principal or interest upon final redemption, no subsequent adjustment to amounts paid will be made.

Cessation of or Fundamental Changes to the Index
(i)

If (1) the Note Trustee has been notified by the Agent Bank (or the Calculation Agent, if applicable) that the Index has ceased
to be published; or (2) the Note Trustee has been notified by the Agent Bank (or the Calculation Agent, if applicable) when any
change is made to the coverage or the basic calculation of the Index which constitutes a fundamental change which would, in
the opinion of the Note Trustee acting solely on the advice of an Indexation Adviser, be materially prejudicial to the interests of
the Noteholders, the Note Trustee will give written notice of such occurrence to the Relevant Issuer, and the Relevant Issuer
and the Note Trustee together shall seek to agree for the purpose of the Notes one or more adjustments to the Index or a
substitute index (with or without adjustments) with the intention that the same should leave the Relevant Issuer and the
Noteholders in no better and no worse position than they would have been had the Index not ceased to be published or the
relevant fundamental change not been made.

(ii)

If the Relevant Issuer and the Note Trustee fail to reach agreement as mentioned above within 20 Business Days following the
giving of notice as mentioned in paragraph (i), a bank or other person in London shall be appointed by the Relevant Issuer and
the Note Trustee or, failing agreement on and the making of such appointment within 20 Business Days following the expiry of
the day period referred to above, by the Note Trustee (in each case, such bank or other person so appointed being referred to as
the Expert), to determine for the purpose of the Notes one or more adjustments to the Index or a substitute index (with or
without adjustments) with the intention that the same should leave the Relevant Issuer and the Noteholders in no better and no
worse position than they would have been had the Index not ceased to be published or the relevant fundamental change not
been made. Any Expert so appointed shall act as an expert and not as an arbitrator and all fees, costs and expenses of the Expert
and of any Indexation Adviser and of any of the Relevant Issuer and the Note Trustee in connection with such appointment
shall be borne by the Relevant Issuer.

(iii)

The Index shall be adjusted or replaced by a substitute index as agreed by the Relevant Issuer and the Note Trustee or as
determined by the Expert pursuant to the foregoing paragraphs, as the case may be, and references in these Conditions to the
Index and to any Index Figure shall be deemed amended in such manner as the Note Trustee and the Relevant Issuer agree are
appropriate to give effect to such adjustment or replacement. Such amendments shall be effective from the date of such
notification and binding upon the Relevant Issuer, the other Secured Creditors, the Note Trustee and the Noteholders, and the
Relevant Issuer shall give notice to the Noteholders in accordance with Condition 18 (Notices) of such amendments as
promptly as practicable following such notification.

Definitions
In these Conditions:
Affiliate means in relation to any person, any entity controlled, directly or indirectly, by that person, any entity that controls directly or
indirectly, that person or any entity, directly or indirectly under common control with that person and, for this purpose, control means
control as defined in the Companies Act;
Base Index Figure means (subject to Condition 7(b)(i) (Change in base)) the base index figure as specified in the relevant Final Terms;

Calculation Date means any date when a payment of interest or, as the case may be, principal falls due;
Capital and Reserves means the aggregate of:
(i)

the amount paid up or credited as paid up on the share capital of the Relevant Issuer; and

(ii)

the total of the capital, revaluation and revenue reserves of the Group (as defined below), including any share premium
account, capital redemption reserve and credit balance on the profit and loss account, but excluding sums set aside for
taxation and amounts attributable to outside shareholders in Subsidiary Undertakings (as defined below) and deducting
any debit balance on the profit and loss account,

all as shown in the then latest audited consolidated balance sheet and profit and loss account of the Group prepared in accordance with
the historical cost convention (as modified by the revaluation of certain fixed assets) for the purposes of the Companies Act 2006, but
adjusted as may be necessary in respect of any variation in the paid up share capital or share premium account of the Relevant Issuer
since the date of that balance sheet and further adjusted as may be necessary to reflect any change since the date of that balance sheet in
the Subsidiary Undertakings comprising the Group and/or as the Auditors (as defined in the Trust Deed) may consider appropriate.
consolidated means in relation to the financial statements and accounts of the Relevant Issuer and/or the Group, those statements and
accounts as consolidated under International Financial Reporting Standards, provided that if such consolidated accounts are not
prepared, it shall mean the non-consolidated financial statements and accounts of the Relevant Issuer prepared in accordance with
generally accepted accounting principles in the United Kingdom.
Distribution Licence means an electricity distribution licence granted under section 6(1)(c) of the Electricity Act 1989, as amended
from time to time.
Group means the Relevant Issuer and, if and to the extent it has any, its Subsidiary Undertakings and “member of the Group” shall be
construed accordingly.
Index or Index Figure means, in relation to any relevant month (as defined in Condition 7(b)(ii) (Delay in publication of Index)),
subject as provided in Condition 7(b)(i) (Change in base), either (i) the UK Retail Price Index (RPI) (for all items) published by the
Office for National Statistics (January 1987=100) (currently contained in the Monthly Digest of Statistics) or any comparable index
which may replace RPI for the purpose of calculating the amount payable on repayment of the Reference Gilt as specified in the
relevant Final Terms (ii) the UK Consumer Price Index (CPI) (for all items) published by the Office for National Statistics (2015=100)
or any comparable index which may replace such index for the purpose of calculating the amount payable on repayment of the Indexed
Benchmark Gilt (if any); or (iii) the UK Consumer Price Index Including Owner Occupiers’ Housing Costs (CPIH) (for all items)
published by the Office for National Statistics (2015=100), or any comparable index which may replace such index for the purpose of
calculating the amount payable on repayment of the Index Benchmark Gilt (if any).
Where RPI is specified as the Index in the relevant Final Terms, any reference to the Index Figure applicable (IFA) to a particular
Calculation Date shall, in the case of (i) above, subject as provided in Condition 7(b) (Changes in Circumstances Affecting the Index)
and Condition

7(d) (Cessation of or Fundamental Changes to the Index), and if “3 months lag” is specified in the relevant Final Terms, be calculated
in accordance with the following formula:

IFA = RPI m-3+

(Day of Calculation Date - 1)
(Days in Month of Calculation Date)

x(RPI m-2 - RPIm-3)

and rounded to five decimal places (0.000005 being rounded upwards) and where:
RPIm–3 means the Index Figure for the first day of the month that is three months prior to the month in which the payment falls due;
RPIm–2 means the Index Figure for the first day of the month that is two months prior to the month in which the payment falls due;
Where RPI is specified as the Index in the relevant Final Terms, any reference to the IFA to a particular Calculation Date shall, subject
as provided in Condition 7(b) (Changes in Circumstances Affecting the Index) and Condition 7(d) (Cessation of or Fundamental
Changes to the Index), and if “8 months lag” is specified in the relevant Final Terms, be construed as a reference to the Index Figure
published in the seventh month prior to that particular month and relating to the month before that of publication.
Where CPI is specified as the Index in the relevant Final Terms, any reference to the IFA to a particular Calculation Date shall, in the
case of (ii) above, subject as provided in Condition 7(b) (Changes in Circumstances Affecting the Index) and Condition 7(d) (Cessation
of or Fundamental Changes to the Index), be calculated in accordance with the following formula:

IFA = CPI m-t+

(Day of Calculation Date - 1)
(Days in Month of Calculation Date)

x(CPI m-(t-1) - CPIm-t)

and rounded to five decimal places (0.000005 being rounded upwards) and where:
CPIm–t means the Index Figure for the first day of the month that is t months prior to the month in which the payment falls due, where
the lag period “t” has a value of 2 to 24 as specified in the applicable Final Terms.
Where CPIH is specified as the Index in the relevant Final Terms, any reference to the IFA to a particular Calculation Date shall, in the
case of (iii) above, subject as provided in Condition 7(b) (Changes in Circumstances Affecting the Index) and Condition 7(d) (Cessation
of or Fundamental Changes to the Index), be calculated in accordance with the following formula:

IFA = CPIH m-t+

(Day of Calculation Date - 1)
(Days in Month of Calculation Date)

and rounded to five decimal places (0.000005 being rounded upwards) and where:

x(CPIH m-(t-1) - CPIHm-t)

CPIHm–t means the Index Figure for the first day of the month that is t months prior to the month in which the payment falls due,
where the lag period “t” has a value of 2 to 24 as specified in the applicable Final Terms;
Index Linked Interest Notes means Notes with an Interest Basis specified as being Index Linked Interest in the relevant Final Terms;
Index Linked Redemption Notes means Notes with a Redemption Basis specified as being Index Linked Redemption in the relevant
Final Terms;
Index Ratio applicable to any Calculation Date means the Index Figure applicable to such date divided by the Base Index Figure;
Indexed Benchmark Gilt means the index-linked sterling obligation of the United Kingdom Government listed on the Official List of
the Financial Conduct Authority (in its capacity as competent authority under the Financial Services and Markets Act 2000, as
amended) and traded on the London Stock Exchange that is indexed to the same Index as the Notes and whose average maturity most
closely matches that of the Notes as the Expert shall determine to be appropriate;
Indexed Notes means Index Linked Interest Notes and Index Linked Redemption Notes;
Limited Index Ratio means (a) in respect of any month prior to the relevant Issue Date, the Index Ratio for that month; (b) in respect
of any Limited Indexation Month after the relevant Issue Date, the product of the Limited Indexation Factor for that month and the
Limited Index Ratio as previously calculated in respect of the month twelve months prior thereto; and (c) in respect of any other month,
the Limited Index Ratio as previously calculated in respect of the most recent Limited Indexation Month;
Limited Indexation Factor means, in respect of a Limited Indexation Month, the ratio of the Index Figure applicable to that month
divided by the Index Figure applicable to the month twelve months prior thereto, provided that (a) if such ratio is greater than the
Maximum Indexation Factor specified in the relevant Final Terms, it shall be deemed to be equal to such Maximum Indexation Factor
and (b) if such ratio is less than the Minimum Indexation Factor specified in the relevant Final Terms, it shall be deemed to be equal to
such Minimum Indexation Factor;
Limited Indexation Month means any month specified in the relevant Final Terms for which a Limited Indexation Factor is to be
calculated;
Limited Indexed Notes means Indexed Notes to which a Maximum Indexation Factor and/or a Minimum Indexation Factor (as
specified in the relevant Final Terms) applies;
Maximum Indexation Factor means the indexation factor specified as such in the relevant Final Terms;
Minimum Indexation Factor means the indexation factor specified as such in the relevant Final Terms;
Reference Gilt means the Treasury Stock specified as such in the relevant Final Terms for so long as such stock is in issue, and
thereafter such issue of index-linked Treasury Stock determined to be appropriate by a gilt-edged market maker or other adviser
selected by the Relevant Issuer and approved by the Note Trustee (an Indexation Adviser);
Subsidiary means a subsidiary within the meaning of section 1159 of the Companies Act 2006; and

Subsidiary Undertaking shall have the meaning given to it by section 1162 of the Companies Act 2006 (but, in relation to the
Relevant Issuer, shall exclude any undertaking (as defined in section 1161 of the Companies Act 2006) whose accounts are not included
in the then latest published audited consolidated accounts of the Relevant Issuer, or (in the case of an undertaking which has first
become a subsidiary undertaking of a member of the Group since the date as at which any such audited accounts were prepared) would
not have been so included or consolidated if it had become so on or before that date).

9.

Payments and Talons

(a)

Bearer Notes: Payments of principal and interest in respect of Bearer Notes shall, subject as mentioned below, be made against
presentation and surrender of the relevant Notes (in the case of all other payments of principal and, in the case of interest, as specified
in Condition 9(f)(v) (Unmatured Coupons and unexchanged Talons)) or Coupons (in the case of interest, save as specified in Condition
9(f)(ii) (Unmatured Coupons and unexchanged Talons)), as the case may be, at the specified office of any Paying Agent outside the
United States by transfer to an account denominated in such currency with, a Bank. Bank means a bank in the principal financial centre
for such currency or, in the case of euro, in a city in which banks have access to the TARGET System.

(b)

Registered Notes:
(i)

Payments of principal in respect of Registered Notes shall be made against presentation and surrender of the relevant
Certificates at the specified office of any of the Transfer Agents or of the Registrar and in the manner provided in paragraph (ii)
below.

(ii)

Interest on Registered Notes shall be paid to the person shown on the Register at the close of business on the day before the due
date for payment thereof (the Record Date). Payments of interest on each Registered Note shall be made in the relevant
currency by cheque drawn on a Bank and mailed to the holder (or to the first named of joint holders) of such Note at its address
appearing in the Register. Upon application by the holder to the specified office of the Registrar or any Transfer Agent before
the Record Date, such payment of interest may be made by transfer to an account in the relevant currency maintained by the
payee with a Bank.

(c)

Payments in the United States: Notwithstanding the foregoing, if any Bearer Notes are denominated in U.S. dollars, payments in
respect thereof may be made at the specified office of any Paying Agent in New York City in the same manner as aforesaid if (i) the
Relevant Issuer shall have appointed Paying Agents with specified offices outside the United States with the reasonable expectation
that such Paying Agents would be able to make payment of the amounts on the Notes in the manner provided above when due, (ii)
payment in full of such amounts at all such offices is illegal or effectively precluded by exchange controls or other similar restrictions
on payment or receipt of such amounts and (iii) such payment is then permitted by United States law, without involving, in the opinion
of the Relevant Issuer, any adverse tax consequence to the Relevant Issuer.

(d)

Payments subject to Fiscal Laws: All payments are subject in all cases (i) to any applicable fiscal or other laws, regulations and
directives in the place of payment, but without prejudice to the provisions of Condition 10 (Taxation) and (ii) any withholding or
deduction required pursuant to an agreement described in Section 1471(b) of the U.S. Internal Revenue Code of 1986 (the Code) or
otherwise imposed pursuant to Sections 1471 through 1474 of the Code, any regulations or agreements thereunder, any official
interpretations thereof, or (without prejudice to Condition 10 (Taxation)) any law implementing an intergovernmental approach thereto.
No commission or expenses shall be charged to the Noteholders or Couponholders in respect of such payments.

(e)

Appointment of Agents: The Issuing and Paying Agent, the Paying Agents, the Registrar, the Transfer Agents and the Calculation
Agent initially appointed by the Issuers are listed in the Agency Agreement. The Issuing and Paying Agent, the Paying Agents, the
Registrar, the Transfer Agents and the Calculation Agent act solely as agents of the Issuers and do not assume any obligation or
relationship of agency or trust for or with any Noteholder or Couponholder. The Issuers reserve the right at any time with the approval
of the Note Trustee to vary or terminate the appointment of the Issuing and Paying Agent, any other Paying Agent, the Registrar, any
Transfer Agent or the Calculation Agent(s) and to appoint additional or other Paying Agents or Transfer Agents, provided that the
Issuers shall at all times maintain (i) an Issuing and Paying Agent, (ii) a Registrar in relation to Registered Notes, (iii) a Transfer Agent
in relation to Registered Notes, (iv) one or more Calculation Agent(s) where the Conditions so require, (v) Paying Agents having
specified offices in at least two major European cities, and (vi) such other agents as may be required by any other stock exchange on
which the Notes may be listed in each case, as approved by the Note Trustee.
Notice of any such change or any change of any specified office shall promptly be given to the Noteholders.

(f)

Unmatured Coupons and unexchanged Talons:
(i)

Upon the due date for redemption of Bearer Notes which comprise Fixed Rate Notes (other than Indexed Notes), such Notes
should be surrendered for payment together with all unmatured Coupons (if any) relating thereto, failing which an amount
equal to the face value of each missing unmatured Coupon (or, in the case of payment not being made in full, that proportion of
the amount of such missing unmatured Coupon that the sum of principal so paid bears to the total principal due) shall be
deducted from the Final Redemption Amount, Early Redemption Amount or Optional Redemption Amount, as the case may
be, due for payment. Any amount so deducted shall be paid in the manner mentioned above against surrender of such missing
Coupon within a period of 10 years from the Relevant Date for the payment of such principal (whether or not such Coupon has
become void pursuant to Condition 11 (Prescription)).

(ii)

Upon the due date for redemption of any Bearer Note comprising a Floating Rate Note or Indexed Notes, unmatured Coupons
relating to such Note (whether or not attached) shall become void and no payment shall be made in respect of them.

(iii)

Upon the due date for redemption of any Bearer Note, any unexchanged Talon relating to such Note (whether or not attached)
shall become void and no Coupon shall be delivered in respect of such Talon.

(iv)

Where any Bearer Note that provides that the relative unmatured Coupons are to become void upon the due date for redemption
of those Notes is presented for redemption without all unmatured Coupons, and where any Bearer Note is presented for
redemption without any unexchanged Talon relating to it, redemption shall be made only against the provision of such
indemnity as the Relevant Issuer may require.

(v)

If the due date for redemption of any Note is not a due date for payment of interest, interest accrued from the preceding due
date for payment of interest or the Interest Commencement Date, as the case may be, shall only be payable against presentation
(and surrender if appropriate) of the relevant Bearer Note or Certificate representing it, as the case may be. Interest accrued on a
Note that only bears interest after its Maturity Date shall be payable on redemption of such Note against presentation of the
relevant Note or Certificate representing it, as the case may be.

(g)

Talons: On or after the Interest Payment Date for the final Coupon forming part of a Coupon sheet issued in respect of any Bearer
Note, the Talon forming part of such Coupon sheet may be surrendered at the specified office of the Issuing and Paying Agent in
exchange for a further Coupon sheet (and if necessary another Talon for a further Coupon sheet) (but excluding any Coupons that may
have become void pursuant to Condition 11 (Prescription)).

(h)

Non-Business Days: Subject as provided in the relevant Final Terms, if any date for payment in respect of any Note or Coupon is not a
business day, the holder shall not be entitled to payment until the next following business day nor to any interest or other sum in respect
of such postponed payment. In this paragraph, business day means a day (other than a Saturday or a Sunday) on which banks are open
for presentation and payment of debt securities and for dealings in foreign currency in the relevant place of presentation in such
jurisdiction as shall be specified as Additional Financial Centre(s) in the relevant Final Terms and (in the case of a payment in a
currency other than euro), where payment is to be made by transfer to an account maintained with a bank in the relevant currency, on
which dealings may be carried on in the relevant currency in the principal financial centre of the country of such currency and, in
relation to any sum payable in euro, a day on which the TARGET System is open.

10.

Taxation
All payments of principal and interest by or on behalf of the Relevant Issuer in respect of the Notes, and the Coupons shall be made free
and clear of, and without withholding or deduction for or on account of, any present or future taxes, duties, assessments or
governmental charges of whatever nature imposed, levied, collected, withheld or assessed by or within the United Kingdom or any
authority therein or thereof having power to tax, unless such withholding or deduction is required by law. In that event, the Relevant
Issuer shall pay such additional amounts as shall result in receipt by the Noteholders and Couponholders of such amounts as would
have been received by them had no such withholding or deduction been required, except that no such additional amounts shall be
payable with respect to any Note or Coupon:
(a)

Other connection: to, or to a third party on behalf of, a holder who is liable for such taxes, duties, assessments or
governmental charges in respect of such Note or Coupon by reason of his having some connection with the United Kingdom
other than the mere holding of the Note or Coupon; or

(b)

Lawful avoidance of withholding: to, or to a third party on behalf of, a holder who could lawfully avoid (but has not so
avoided) such deduction or withholding by complying or procuring that any third party complies with any statutory
requirements or by making or procuring that any third party makes a declaration of non-residence or other similar claim for
exemption to any tax authority in the place where the relevant Note (or the Certificate representing it) or Coupon is presented
for payment; or

(c)

Presentation more than 30 days after the Relevant Date: presented or surrendered (or in respect of which the Certificate
representing it is presented or surrendered) for payment more than 30 days after the Relevant Date except to the extent that the
holder of it would have been entitled to such additional amounts on presenting it for payment on the thirtieth day.

As used in these Conditions, Relevant Date in respect of any Note or Coupon means the date on which payment in respect of it first
becomes due or (if any amount of the money payable is improperly withheld or refused) the date on which payment in full of the
amount outstanding is made or (if earlier) the date seven days after that on which notice is duly given to the Noteholders that, upon
further presentation of the Note (or relative Certificate) or Coupon being made in accordance with the Conditions, such payment will be
made, provided that payment is in fact

made upon such presentation. References in these Conditions to (i) principal shall be deemed to include any premium payable in
respect of the Notes, Final Redemption Amounts, Early Redemption Amounts, Optional Redemption Amounts, Amortised Face
Amounts and all other amounts in the nature of principal payable pursuant to Condition 6 (Redemption, Purchase and Options) or any
amendment or supplement to it, (ii) interest shall be deemed to include all Interest Amounts and all other amounts payable pursuant to
Condition 5 (Interest and other Calculations) or any amendment or supplement to it and (iii) principal and/or interest shall be deemed
to include any additional amounts that may be payable under this Condition or any undertaking given in addition to or in substitution
for it under the Trust Deed.

11.

Prescription
Claims against the Relevant Issuer for payment in respect of the Notes and Coupons (which, for this purpose, shall not include Talons)
shall be prescribed and become void unless made within 10 years (in the case of principal) or five years (in the case of interest) from the
appropriate Relevant Date in respect of them.

12.

Events of Default
If any of the following events (Events of Default) occurs and is continuing, the Note Trustee at its discretion may, and if so requested
by holders of at least one-quarter in nominal amount of the Notes then outstanding or if so directed by an Extraordinary Resolution
shall, give notice to the Relevant Issuer that the Notes are, and they shall immediately become, due and payable at their Early
Redemption Amount together (if applicable) with accrued interest:
(i)

Non-Payment: if default is made in the payment of any principal or interest due in respect of the Notes or any of them and the
default continues for a period of 14 days in the case of principal and 21 days in the case of interest or, where relevant, the
Relevant Issuer, having become obliged to redeem, purchase or procure the purchase of (as the case may be) any Notes
pursuant to Condition 6 (Redemption, Purchase and Options) fails to do so within a period of 14 days of having become so
obliged; or

(ii)

Breach of Other Obligations: the Relevant Issuer does not perform, observe or comply with any one or more of its other
obligations, covenants, conditions or provisions under the Notes or the Trust Deed and (except where the Note Trustee shall
have certified to the Issuer in writing that it considers such failure to be incapable of remedy in which case no such notice or
continuation as is hereinafter mentioned will be required) the failure continues for the period of 30 days (or such longer period
as the Note Trustee may in its absolute discretion permit) next following the service by the Note Trustee on the Issuer of notice
requiring the same to be remedied; or

(iii)

Cross-Acceleration: if (A) any other indebtedness for borrowed money (as defined in Condition 4 (Negative Pledge and
Restriction on Distribution of Dividends) but, for the purposes of this paragraph (iii), excluding Non-recourse Indebtedness) of
the Relevant Issuer or any Principal Subsidiary becomes due and repayable prior to its stated maturity by reason of a default or
(B) any such indebtedness for borrowed money is not paid when due or, as the case may be, within any applicable grace period
(as originally provided) or (C) the Relevant Issuer or any Principal Subsidiary fails to pay when due (or, as the case may be,
within any originally applicable grace period) any amount payable by it under any present or future guarantee for, or indemnity
in respect of, any indebtedness for borrowed money of any person or (D) any security given by the Relevant Issuer or any
Principal Subsidiary for any indebtedness for borrowed money of any person or any guarantee or indemnity of indebtedness for
borrowed money of any person becomes enforceable by reason of default in relation thereto and steps are taken to enforce

such security save in any such case where there is a bona fide dispute as to whether the relevant indebtedness for borrowed
money or any such guarantee or indemnity as aforesaid shall be due and payable, provided that the aggregate amount of the
relevant indebtedness for borrowed money in respect of which any one or more of the events mentioned above in this paragraph
(iii) has or have occurred equals or exceeds whichever is the greater of £20,000,000 or its equivalent in other currencies (on the
basis of the middle spot rate for the relevant currency against pounds sterling as quoted by any leading bank on the day on
which this paragraph (iii) applies) and two per cent. of the Capital and Reserves; or
(iv)

Enforcement Proceedings: a distress, attachment, execution or other legal process is levied, enforced or sued out on or against
any substantial part of the property, assets or revenues of the Relevant Issuer and is not discharged or stayed within 90 days; or

(v)

Insolvency: the Relevant Issuer is (or is, or could be, deemed by law or a court to be) insolvent or bankrupt or unable to pay its
debts, stops, suspends or threatens to stop or suspend payment of its debts generally or a material part of a particular type of its
debts, proposes or makes a general assignment or an arrangement or composition with or for the benefit of the relevant
creditors in respect of any of such debts or a moratorium is agreed or declared or comes into effect in respect of or affecting its
debts generally or any part of a particular type of the debts of the Relevant Issuer; or

(vi)

Winding-up: (A) an administrator or liquidator is appointed in relation to the Relevant Issuer (and, in each case, not discharged
within 90 days) or (B) an order is made or an effective resolution passed for the winding-up or dissolution or administration of
the Relevant Issuer, or (C) the Relevant Issuer shall apply or petition for a winding-up or administration order in respect of
itself or (D) the Relevant Issuer ceases or threatens to cease to carry on all or substantially all of its business or operations, in
each case ((A) to (D) inclusive) except for the purpose of and followed by a reconstruction, amalgamation, reorganisation,
merger or consolidation on terms approved by the Note Trustee or by an Extraordinary Resolution (as defined in the Trust
Deed) of the Noteholders; or

(vii)

Nationalisation: the seizure, compulsory acquisition, expropriation or nationalisation (whether compulsory or otherwise, of a
material part, and whether or not for fair compensation) of all or a material part of the assets of the Relevant Issuer by a
Governmental Agency; or

(viii)

Illegality: it is or will become unlawful for the Relevant Issuer to perform or comply with any one or more of its obligations
under any of the Notes or the Trust Deed,

provided that in the case of paragraph (ii) the Note Trustee shall have certified (without liability on its part) that in its opinion such
event is materially prejudicial to the interests of the Noteholders.
(ix)

Definitions: in this Condition:

Excluded Subsidiary means any Subsidiary (as defined in Condition 4 (Negative Pledge and Restriction on Distribution of
Dividends)) of the Relevant Issuer:
(A)

which is a single purpose company whose principal assets and business are constituted by the ownership, acquisition,
development and/or operation of an asset;

(B)

none of whose indebtedness for borrowed money in respect of the financing of such ownership, acquisition, development
and/or operation of an asset is subject to any

recourse whatsoever to any member of the Group (other than another Excluded Subsidiary) in respect of the repayment thereof,
except as expressly referred to in subparagraph (B)(II). of the definition of Non-recourse Indebtedness below; and
(C)

which has been designated as such by the Relevant Issuer by written notice to the Note Trustee, provided that the Relevant
Issuer may give written notice to the Note Trustee at any time that any Excluded Subsidiary is no longer an Excluded
Subsidiary, whereupon it shall cease to be an Excluded Subsidiary.

Governmental Agency includes, in relation to a state or supranational organisation, any agency, authority, central bank, department,
government, legislature, ministry, official or public person (whether autonomous or not) of, or the government of, that state or
supranational organisation.
Non-recourse Indebtedness means any indebtedness for borrowed money:
(A)

which is incurred by an Excluded Subsidiary; or

(B)

in respect of which the person or persons to whom any such indebtedness for borrowed money is or may be owed by the
relevant borrower (whether or not a member of the Group) has or have no recourse whatsoever to any member of the Group
(other than an Excluded Subsidiary) for the repayment thereof other than:
I.

recourse to such borrower for amounts limited to the cash flow or net cash flow (other than historic cash flow or
historic net cash flow) from any specific asset or assets over or in respect of which security has been granted in respect
of such indebtedness for borrowed money; and/or

II.

recourse to such borrower for the purpose only of enabling amounts to be claimed in respect of such indebtedness for
borrowed money in an enforcement of any encumbrance given by such borrower over any such asset or assets or the
income, cash flow or other proceeds deriving therefrom (or given by any shareholder or the like in the borrower over
its shares or the like in the capital of the borrower) to secure such indebtedness for borrowed money, provided that (aa)
the extent of such recourse to such borrower is limited solely to the amount of any recoveries made on any such
enforcement, and (bb) such person or persons is/are not entitled, by virtue of any right or claim arising out of or in
connection with such indebtedness for borrowed money, to commence proceedings for the winding up or dissolution of
the borrower or to appoint or procure the appointment of any receiver, trustee or similar person or officer in respect of
the borrower or any of its assets (save for the assets the subject of such encumbrance); and/or

III.

recourse to such borrower generally, or directly or indirectly to a member of the Group, under any form of assurance,
undertaking or support, which recourse is limited to a claim for damages (other than liquidated damages and damages
required to be calculated in a specified way) for breach of an obligation (not being a payment obligation or an
obligation to procure payment by another or an indemnity in respect thereof or any obligation to comply or to procure
compliance by another with any financial ratios or other tests of financial condition) by the person against whom such
recourse is available.

Principal Subsidiary at any time shall mean each Subsidiary of the Relevant Issuer (in each case not being an Excluded Subsidiary or
any other Subsidiary of the Relevant Issuer, as the case may be, whose only indebtedness for borrowed money is Non-recourse
Indebtedness):

(A)

whose (a) profits on ordinary activities before tax or (b) gross assets, in each case attributable to the Relevant Issuer represent
20 per cent. or more of the consolidated profits on ordinary activities before tax of the Group or, as the case may be,
consolidated gross assets of the Group, in each case as calculated by reference to the then latest audited financial statements of
such Subsidiary (consolidated in the case of a company which itself has Subsidiaries) and the then latest audited consolidated
financial statements of the Group provided that in the case of a Subsidiary acquired after the end of the financial period to
which the then latest audited consolidated financial statements of the Group relate, the reference to the then latest audited
consolidated financial statements of the Group for the purposes of the calculation above shall, until consolidated financial
statements for the financial period in which the acquisition is made have been prepared and audited as aforesaid, be deemed to
be a reference to such first-mentioned financial statements as if such Subsidiary had been shown in such financial statements by
reference to its then latest relevant audited financial statements, adjusted as deemed appropriate by the Auditors; or

(B)

to which is transferred all or substantially all of the business, undertaking and assets of a Subsidiary of the Relevant Issuer
which immediately prior to such transfer is a Principal Subsidiary, whereupon the transferor Subsidiary shall cease to be a
Principal Subsidiary and the transferee Subsidiary shall cease to be a Principal Subsidiary under the provisions of this subparagraph (B), upon publication of its next audited financial statements (but without prejudice to the provisions of subparagraph (A) above) but so that such transferor Subsidiary or such transferee Subsidiary may be a Principal Subsidiary of the
Relevant Issuer on or at any time after the date on which such audited financial statements have been published by virtue of the
provisions of sub-paragraph (A) above or before, on or at any time after such date by virtue of the provisions of this subparagraph (B).

A certificate by two directors of the Relevant Issuer that, in their opinion, a Subsidiary of the Relevant Issuer is or is not or was or was
not at any particular time or throughout any specified period a Principal Subsidiary may be relied upon by the Note Trustee without
further enquiry or evidence and the Note Trustee will not be responsible or liable for any loss occasioned by acting on such a certificate
and, if relied upon by the Note Trustee, shall be conclusive and binding on all parties, whether or not addressed to each such party.

13.

Meetings of Noteholders, Modification, Waiver and Substitution

(a)

Meetings of Noteholders: The Trust Deed contains provisions for convening meetings of Noteholders of one or more Series of Notes
to consider any matter affecting their interests, including the sanctioning by Extraordinary Resolution (as defined in the Trust Deed) of
a modification of any of these Conditions or any provisions of the Trust Deed. Such a meeting may be convened by Noteholders
holding not less than 10 per cent. in nominal amount of the affected Series of Notes for the time being outstanding. The quorum for
any meeting convened to consider an Extraordinary Resolution shall be two or more persons holding or representing one more than 50
per cent. in nominal amount of the affected Series of Notes for the time being outstanding, or at any adjourned meeting one or more
persons being or representing Noteholders whatever the nominal amount of the affected Series of Notes held or represented, unless the
business of such meeting includes consideration of proposals, inter alia:
(i)

to amend the dates of maturity or redemption of the Notes or any date for payment of interest or Interest Amounts on the Notes;

(ii)

to reduce or cancel the nominal amount of, or any premium payable on redemption of, the Notes;

(iii)

to reduce the rate or rates of interest in respect of the Notes or to vary the method or basis of calculating the rate or rates or
amount of interest or the basis for calculating any Interest Amount in respect of the Notes;

(iv)

if a Minimum and/or a Maximum Rate of Interest or Redemption Amount is shown in the Final Terms, to reduce any such
Minimum and/or Maximum;

(v)

to vary any method of, or basis for, calculating the Final Redemption Amount, the Early Redemption Amount or the Optional
Redemption Amount, including the method of calculating the Amortised Face Amount;

(vi)

to vary the currency or currencies of payment or denomination of the Notes;

(vii)

to sanction the exchange or substitution for the Notes of, or the conversion of the Notes into, shares, bonds or other obligations
or securities of the Relevant Issuer, whether or not those rights arise under the Trust Deed; or

(viii)

to modify the provisions concerning the quorum required at any meeting of Noteholders or the majority required to pass the
Extraordinary Resolution,

in which case the necessary quorum shall be two or more persons holding or representing not less than 75 per cent., or at any adjourned
meeting not less than 25 per cent., in nominal amount of the affected Series of Notes for the time being outstanding. Any Extraordinary
Resolution duly passed shall be binding on all Noteholders (whether or not they were present at the meeting at which such resolution
was passed) and on all Couponholders.
The Trust Deed provides that a resolution in writing signed by or on behalf of the holders of not less than 75 per cent. in nominal
amount of the Notes outstanding shall for all purposes be as valid and effective as an Extraordinary Resolution passed at a meeting of
affected Series of Noteholders duly convened and held. Such a resolution in writing may be contained in one document or several
documents in the same form, each signed by or on behalf of one or more Noteholders.
(b)

Modification of the Trust Deed: The Note Trustee may agree, without the consent of the Noteholders or Couponholders, (i) to any
modification of any of the provisions of the Trust Deed or the Notes, or Coupons or these Conditions that is of a formal, minor or
technical nature or is made to correct a manifest error, and (ii) if in the opinion of the Note Trustee the interests of the Noteholders will
not be materially prejudiced thereby, to any other modification (except as mentioned in the Trust Deed), and any waiver or
authorisation of any breach or proposed breach of any of the provisions of the Trust Deed or the Notes, or Coupons or these Conditions,
or determine that any Event of Default shall not be treated as such. Any such modification, authorisation or waiver shall be binding on
the Noteholders and the Couponholders and, if the Note Trustee so requires, such modification shall be notified to the Noteholders as
soon as practicable.

(c)

Substitution: The Note Trustee may agree, subject to the execution of a deed or undertaking supplemental to the Trust Deed in form
and manner satisfactory to the Note Trustee and such other conditions as the Note Trustee may require, but without the consent of the
Noteholders or the Couponholders, to the substitution of the Relevant Issuer’s successor in business in place of the Relevant Issuer or
of any previous substituted company, as principal debtor under the Trust Deed and the Notes. In the case of such a substitution the Note
Trustee may agree, without the consent of the Noteholders or the Couponholders, to a change of the law governing the Notes, the
Coupons, the Talons and/or the Trust Deed provided that such change would not in the opinion of the Note Trustee be materially
prejudicial to the interests of the Noteholders.

(d)

Entitlement of the Note Trustee: In connection with the exercise of its functions (including but not limited to those referred to in this
Condition) the Note Trustee shall have regard to the interests of the Noteholders as a class and shall not have regard to the
consequences of such exercise for individual Noteholders or Couponholders and the Note Trustee shall not be entitled to require, nor
shall any Noteholder or Couponholder be entitled to claim, from the Relevant Issuer any indemnification or payment in respect of any
tax consequence of any such exercise upon individual Noteholders or Couponholders.

(e)

Modifications
These Conditions may be amended, modified or varied in relation to any Series of Notes by the terms of the relevant Final Terms in
relation to such Series.

14.

Enforcement
At any time after the occurrence of an Event of Default which is continuing, and, in the case of paragraph (ii) of Condition 12 (Events
of Default) where the Note Trustee has certified (without liability on its part) that in its opinion such event is materially prejudicial to
the interests of the Noteholders, the Note Trustee may, at its discretion and without further notice, institute such proceedings against the
Relevant Issuer as it may think fit to enforce the terms of the Trust Deed, the Notes and the Coupons, but it need not take any such
proceedings unless (a) it shall have been so directed by an Extraordinary Resolution or so requested in writing by Noteholders holding
at least one-quarter in nominal amount of the Notes outstanding, and (b) it shall have been indemnified and/or secured and/or prefunded
to its satisfaction. No Noteholder or Couponholder may proceed directly against the Relevant Issuer unless the Note Trustee, having
become bound so to proceed, fails to do so within a reasonable time and such failure is continuing.

15.

Indemnification of the Note Trustee
The Trust Deed contains provisions for the indemnification of the Note Trustee and for its relief from responsibility. The Note Trustee
is entitled to enter into business transactions with the Issuers and any entity related to the Issuers without accounting for any profit.
The Note Trustee may rely without liability on a report, confirmation or certificate or any advice of any accountants, financial advisers,
financial institution or any other expert, whether or not addressed to it and whether their liability in relation thereto is limited (by its
terms or by any engagement letter relating thereto entered into by the Note Trustee or in any other manner) by reference to a monetary
cap, methodology or otherwise. The Note Trustee may accept and shall be entitled to rely on any such report, confirmation or certificate
or advice and such report, confirmation or certificate or advice shall be binding on the Issuers, the Note Trustee and the Noteholders.

16.

Replacement of Notes, Certificates, Coupons and Talons
If a Note, Certificate, Coupon or Talon is lost, stolen, mutilated, defaced or destroyed, it may be replaced, subject to applicable laws,
regulations and stock exchange or other relevant authority regulations, at the specified office of the Issuing and Paying Agent in
London (in the case of Bearer Notes, Coupons or Talons) and of the Registrar (in the case of Certificates) or such other Paying Agent or
Transfer Agent, as the case may be, as may from time to time be designated by the Relevant Issuer for the purpose and notice of whose
designation is given to Noteholders, in each case on payment by the claimant of the fees and costs incurred in connection therewith and
on such terms as to evidence, security and indemnity (which may provide, inter alia, that if the allegedly lost, stolen or destroyed Note,
Certificate, Coupon or Talon is subsequently presented for payment or, as the case may be, for exchange for further Coupons, there
shall be paid to the

Relevant Issuer on demand the amount payable by the Relevant Issuer in respect of such Notes, Certificates, Coupons or further
Coupons) and otherwise as the Relevant Issuer may require. Mutilated or defaced Notes, Certificates, Coupons or Talons must be
surrendered before replacements will be issued.

17.

Further Issues
The Relevant Issuer may from time to time without the consent of the Noteholders or Couponholders create and issue further securities
either having the same terms and conditions as the Notes in all respects (or in all respects save for the Issue Date, Interest
Commencement Date and Issue Price) and so that such further issue shall be consolidated and form a single series with the outstanding
securities of any series (including the Notes) or upon such different terms as the Relevant Issuer may determine at the time of their
issue. References in these Conditions to the Notes include (unless the context requires otherwise) any other securities issued pursuant to
this Condition and forming a single series with the Notes. Any further issues may be constituted by the Trust Deed or any deed
supplemental to it. The Trust Deed contains provisions for convening a single meeting of the Noteholders and the holders of securities
of other series where the Note Trustee so decides.

18.

Notices
Notices to the holders of Registered Notes shall be mailed to them at their respective addresses in the Register and deemed to have been
given on the fourth weekday (being a day other than a Saturday or a Sunday) after the date of mailing. Notices to the holders of Bearer
Notes shall be valid if published in a daily newspaper of general circulation in London (which is expected to be the Financial Times). If
in the opinion of the Note Trustee any such publication is not practicable, notice shall be validly given if published in another leading
daily English language newspaper with general circulation in Europe. Any such notice shall be deemed to have been given on the date
of such publication or, if published more than once or on different dates, on the first date on which publication is made, as provided
above.
Couponholders shall be deemed for all purposes to have notice of the contents of any notice given to the holders of Bearer Notes in
accordance with this Condition.

19.

Contracts (Rights of Third Parties) Act 1999
No person shall have any right to enforce any term or condition of the Notes under the Contracts (Rights of Third Parties) Act 1999.

20.

Governing Law and Jurisdiction

(a)

Governing Law: The Trust Deed, the Notes, the Coupons and the Talons and any non-contractual obligations arising out of or in
connection with them are governed by, and shall be construed in accordance with, English law.

(b)

Jurisdiction: The Courts of England are to have jurisdiction to settle any disputes that may arise out of or in connection with any
Notes, Coupons or Talons and accordingly any legal action or proceedings arising out of or in connection with any Notes, Coupons or
Talons (Proceedings) may be brought in such courts. The Issuers have in the Trust Deed irrevocably submitted to the jurisdiction of
such courts.

SCHEDULE 5
FORM OF COUPON
On the front:
[ISSUER]
EURO MEDIUM TERM NOTE PROGRAMME
Series No. [•]
[Title of issue]
Coupon for [[set out amount due, if known]/the amount] due on [the Interest Payment Date falling in]*[•],[•].
[Coupon relating to Note in the nominal amount of [•]]**
This Coupon is payable to bearer (subject to the Conditions endorsed on the Note to which this Coupon relates, which shall be binding upon the
holder of this Coupon whether or not it is for the time being attached to such Note) at the specified offices of the Issuing and Paying Agent and
the Paying Agents set out on the reverse hereof (or any other Issuing and Paying Agent or further or other Paying Agents or specified offices
duly appointed or nominated and notified to the Noteholders).
[If the Note to which this Coupon relates shall have become due and payable before the maturity date of this Coupon, this Coupon shall become
void and no payment shall be made in respect of it.]***
ANY UNITED STATES PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO LIMITATIONS UNDER THE UNITED
STATES INCOME TAX LAWS, INCLUDING THE LIMITATIONS PROVIDED IN SECTIONS 165(j) AND 1287(a) OF THE INTERNAL
REVENUE CODE.
[ISSUER]
By:

[Cp. No.]

[Denomination]

[ISIN]

[Series]

[Certif. No.]

On the back:
ISSUING AND PAYING AGENT
[•]

PAYING AGENT[S]
[•]
[•]

[*Only necessary where Interest Payment Dates are subject to adjustment in accordance with a Business Day Convention otherwise the
particular interest Payment Date should be specified.]
[**Only required for Coupons relating to Floating Rate or Index Linked Interest Notes that are issued in more than one denomination.]
[***Delete if Coupons are not to become void upon early redemption of Note.]

SCHEDULE 6
FORM OF TALON
On the front:
[ISSUER]
EURO MEDIUM TERM NOTE PROGRAMME
Series No. [•]
[Title of issue]
Talon for further Coupons falling due on [the Interest Payment Dates falling in]*[][].
[Talon relating to Note in the nominal amount of [•]]**
After all the Coupons relating to the Note to which this Talon relates have matured, further Coupons (including if appropriate a Talon for
further Coupons) shall be issued at the specified office of the Issuing and Paying Agent set out on the reverse hereof (or any other Issuing and
Paying Agent or specified office duly appointed or nominated and notified to the Noteholders) upon production and surrender of this Talon.
If the Note to which this Talon relates shall have become due and payable before the original due date for exchange of this Talon, this Talon
shall become void and no exchange shall be made in respect of it.
ANY UNITED STATES PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO LIMITATIONS UNDER THE UNITED
STATES INCOME TAX LAWS, INCLUDING THE LIMITATIONS PROVIDED IN SECTIONS 165(j) AND 1287(a) OF THE INTERNAL
REVENUE CODE.
[ISSUER]
By:

[Talon No.]

[ISIN]

[Series]

[Certif. No.]

On the back:
ISSUING AND PAYING AGENT
[•]

[* The maturity dates of the relevant Coupons should be set out if known, otherwise reference should be made to the months and years in which
the Interest Payment Dates fall due.]
[** Only required where the Series comprises Notes of more than one denomination.]

SCHEDULE 7
PROVISIONS FOR MEETINGS OF NOTEHOLDERS
Interpretation
I.

In this Schedule:

(a)

references to a meeting are to a meeting of Noteholders of one or more Series of Notes issued by the Relevant Issuer and
include, unless the context otherwise requires, any adjournment;

(b)

references to Notes and Noteholders are only to the Notes of the one or more Series in respect of which a meeting has been, or
is to be, called, and to the holders of these Notes, respectively;

(c)

agent means a holder of a voting certificate or a proxy for, or representative of, a Noteholder;

(d)

block voting instruction means an instruction issued in accordance with paragraphs 8 to 14;

(e)

Extraordinary Resolution means a resolution passed at a meeting duly convened and held in accordance with this Trust Deed
by a majority of at least 75 per cent. of the votes cast;

(f)

proxy has the meaning given to it in paragraph 9(f) below;

(g)

required proportion means the proportion of the Notes shown by the table in paragraph 19 below;

(h)

voting certificate means a certificate issued in accordance with paragraphs 5, 6, 7 and 14; and

(i)

references to persons representing a proportion of the Notes are to Noteholders or agents holding or representing in the
aggregate at least that proportion in nominal amount of the Notes for the time being outstanding.

Powers of meetings
2.

A meeting shall, subject to the Conditions and without prejudice to any powers conferred on other persons by this Trust Deed, have
power by Extraordinary Resolution:
(a)

to approve proposals relating to reserved matters listed in Condition 13 (Meetings of Noteholders, Modifications, Waiver and
Substitution);

(b)

to sanction any proposal by the Relevant Issuer or the Note Trustee for any modification, abrogation, variation or compromise
of, or arrangement in respect of, the rights of the Noteholders and/or the Couponholders against the Relevant Issuer, whether or
not those rights arise under this Trust Deed;

(c)

to assent to any modification of this Trust Deed, the Notes, the Talons or the Coupons proposed by the Relevant Issuer or the
Note Trustee;

(d)

to authorise anyone (including the Note Trustee) to concur in and do anything necessary to carry out and give effect to an
Extraordinary Resolution;

(e)

to give any authority, direction or sanction required to be given by Extraordinary Resolution;

(f)

to appoint any persons (whether Noteholders or not) as a committee or committees to represent the Noteholders’ interests and to
confer on them any powers or discretions which the Noteholders could themselves exercise by Extraordinary Resolution;

(g)

to approve a proposed new Note Trustee and to remove a Note Trustee;

(h)

(other than as permitted under Clause 15.2 of this Trust Deed) to approve the substitution of any entity for the Relevant Issuer
(or any previous substitute) as principal debtor under this Trust Deed; and

(i)

to discharge or exonerate the Note Trustee from any liability in respect of any act or omission for which it may become
responsible under this Trust Deed, the Notes, the Talons or the Coupons,

provided that the special quorum provisions in paragraph 19 shall apply to any Extraordinary Resolution (a “special quorum resolution”) for
the purpose of sub-paragraph 2(b) or 2(h), any of the proposals listed in Condition 13(a) (Meetings of Noteholders) or any amendment to this
proviso.
Convening a meeting
3.

The Relevant Issuer or the Note Trustee may at any time convene a meeting. If it receives a written request by Noteholders holding at
least 10 per cent. in nominal amount of the Notes of any Series for the time being outstanding and is indemnified and/or secured and/or
pre-funded to its satisfaction against all costs and expenses, the Note Trustee shall convene a meeting of the Noteholders of that Series.
Every meeting shall be held on a date and at a time and place approved by the Note Trustee.

4.

At least 21 days’ notice (exclusive of the day on which the notice is given and of the day of the meeting) shall be given to the
Noteholders and the Paying Agents in relation to the Bearer Notes and the Registrar in relation to the Registered Notes (with a copy to
the Relevant Issuer). A copy of the notice shall be given by the party convening the meeting to the other parties. The notice shall
specify the day, time and the place of meeting and, unless the Note Trustee otherwise agrees, the nature of the resolutions to be
proposed and shall explain how Noteholders may appoint proxies or representatives, obtain voting certificates and use block voting
instructions and the details of the time limits applicable.

Arrangements for voting
5.

If a holder of a Bearer Note wishes to obtain a voting certificate in respect of it for a meeting, he must deposit it for that purpose at least
48 hours before the time fixed for the meeting with a Paying Agent or to the order of a Paying Agent with a bank or other depositary
nominated by the Paying Agent for the purpose. The Paying Agent shall then issue a voting certificate in respect of it.

6.

A voting certificate shall:
(a)

be a document in the English language;

(b)

be dated;

(c)

specify the meeting concerned and the serial numbers of the Notes deposited; and

(d)
7.

entitle, and state that it entitles, its bearer to attend and vote at that meeting in respect of those Notes.

Once a Paying Agent has issued a voting certificate for a meeting in respect of a Note, it shall not release the Note until either:
(a)

the meeting has been concluded; or

(b)

the voting certificate has been surrendered to the Paying Agent.

8.

If a holder of a Bearer Note wishes the votes attributable to it to be included in a block voting instruction for a meeting, then, at least 48
hours before the time fixed for the meeting, (i) he must deposit the Note for that purpose with a Paying Agent or to the order of a
Paying Agent with a bank or other depositary nominated by the Paying Agent for the purpose and (ii) he or a duly authorised person on
his behalf must direct the Paying Agent how those votes are to be cast. The Paying Agent shall issue a block voting instruction in
respect of the votes attributable to all Notes so deposited.

9.

A block voting instruction shall:
(a)

be a document in the English language;

(b)

be dated;

(c)

specify the meeting concerned;

(d)

list the total number and serial numbers of the Notes deposited, distinguishing with regard to each resolution between those
voting for and those voting against it;

(e)

certify that such list is in accordance with Notes deposited and directions received as provided in paragraphs 8, 11 and 14; and

(f)

appoint a named person (a “proxy”) to vote at that meeting in respect of those Notes and in accordance with that list.

A proxy need not be a Noteholder.
10.

Once a Paying Agent has issued a block voting instruction for a meeting in respect of the votes attributable to any Notes:
(a)

it shall not release the Notes, except as provided in paragraph 11, until the meeting has been concluded; and

(b)

the directions to which it gives effect may not be revoked or altered during the 48 hours before the time fixed for the meeting.

11.

If the receipt for a Note deposited with a Paying Agent in accordance with paragraph 8 is surrendered to the Paying Agent at least 48
hours before the time fixed for the meeting, the Paying Agent shall release the Note and exclude the votes attributable to it from the
block voting instruction.

12.

Each block voting instruction shall be deposited at least 24 hours before the time fixed for the meeting at such place as the Note Trustee
shall designate or approve, and in default it shall not be valid unless the chairman of the meeting decides otherwise before the meeting
proceeds to business. If the Note Trustee requires, a notarially certified copy of each block voting instruction

shall be produced by the proxy at the meeting but the Note Trustee need not investigate or be concerned with the validity of the proxy’s
appointment.
13.

A vote cast in accordance with a block voting instruction shall be valid even if it or any of the Noteholders’ instructions pursuant to
which it was executed has previously been revoked or amended, unless written intimation of such revocation or amendment is received
from the relevant Paying Agent by the Relevant Issuer or the Note Trustee at its registered office or by the chairman of the meeting in
each case at least 24 hours before the time fixed for the meeting.

14.

No Note may be deposited with or to the order of a Paying Agent at the same time for the purposes of both paragraph 5 and paragraph 8
for the same meeting.

15.
(a)

A holder of a Registered Note may, by an instrument in writing in the form available from the specified office of a Transfer
Agent in the English language executed by or on behalf of the holder and delivered to the Transfer Agent at least 48 hours
before the time fixed for a meeting, appoint any person (a proxy) to act on his behalf in connection with that meeting. A proxy
need not be a Noteholder.

(b)

A corporation which holds a Registered Note may by delivering to a Transfer Agent at least 24 hours before the time fixed for a
meeting a certified copy of a resolution of its directors or other governing body (with, if it is not in English, a certified
translation into English) authorise any person to act as its representative (a “representative”) in connection with that meeting.

Chairman
16.

The chairman of a meeting shall be such person as the Note Trustee may nominate in writing, but if no such nomination is made or if
the person nominated is not present within 15 minutes after the time fixed for the meeting the Noteholders or agents present shall
choose one of their number to be chairman, failing which the Relevant Issuer may appoint a chairman. The chairman need not be a
Noteholder or agent. The chairman of an adjourned meeting need not be the same person as the chairman of the original meeting.

Attendance
17.

The following may attend and speak at a meeting:
(a)

Noteholders and agents;

(b)

the chairman;

(c)

the Relevant Issuer and the Note Trustee (through their respective representatives) and their respective financial and legal
advisers;

(d)

the Dealers and their advisers;

(e)

any other person approved by the meeting or the Note Trustee; and

(f)

in relation to Registered Notes, the Registrar, or in relation to Bearer Notes, the Issuing and Paying Agent.

No-one else may attend or speak.

Quorum and Adjournment
18.

No business (except choosing a chairman) shall be transacted at a meeting unless a quorum is present at the commencement of
business. If a quorum is not present within 15 minutes from the time initially fixed for the meeting, it shall, if convened on the
requisition of Noteholders or if the Relevant Issuer and the Note Trustee agree, be dissolved. In any other case it shall be adjourned
until such date, not less than 14 nor more than 42 days later, and time and place as the chairman may decide. If a quorum is not present
within 15 minutes from the time fixed for a meeting so adjourned, the meeting shall be dissolved.

19.

Two (or in the case of an adjourned meeting one) or more Noteholders or agents present in person shall be a quorum provided, however,
that, so long as at least the required proportion of the aggregate principal amount of the outstanding Notes is represented by, in the case
of Bearer Notes, the Global Notes or, in the case of Registered Notes, the Global Certificates or a single Certificate, in the context of
Registered Notes, an agent appointed in relation thereto or a Noteholder of the Notes represented thereby shall be deemed to be two
voters (or in the case of an adjourned meeting, one voter) for the purpose of forming a quorum:
(a)

in the cases marked “No minimum proportion” in the table below, whatever the proportion of the Notes which they represent;
and

(b)

in any other case, only if they represent, in nominal amount of the affected Series of Notes for the time being outstanding, the
proportion of the Notes shown by the table below.

COLUMN 1

COLUMN 2

COLUMN 3

Purpose of meeting

Any meeting except one referred to in
column 3

Meeting previously adjourned through
want of a quorum

Required proportion

Required proportion

To pass a special quorum resolution

75 per cent.

25 per cent.

To pass any other Extraordinary
Resolution

One more than 50 per cent.

No minimum proportion

Any other purpose

One more than 10 per cent.

No minimum proportion

20.

The chairman may with the consent of (and shall if directed by) a meeting adjourn the meeting from time to time and from place to
place. Only business which could have been transacted at the original meeting may be transacted at a meeting adjourned in accordance
with this paragraph or paragraph 18.

21.

At least ten days’ notice of a meeting adjourned through want of a quorum shall be given in the same manner as for an original meeting
and that notice shall state the quorum required at the adjourned meeting. No notice need, however, otherwise be given of an adjourned
meeting.

Voting
22.

Each question submitted to a meeting shall be decided by a show of hands unless a poll is (before, or on the declaration of the result of,
the show of hands) demanded by the chairman, the Relevant Issuer, the Note Trustee or one or more persons holding one or more Notes
or voting certificates representing 2 per cent. of the Notes.

23.

Unless a poll is demanded a declaration by the chairman that a resolution has or has not been passed shall be conclusive evidence of the
fact without proof of the number or proportion of the votes cast in favour of or against it.

24.

If a poll is demanded, it shall be taken in such manner and (subject as provided below) either at once or after such adjournment as the
chairman directs. The result of the poll shall be deemed to be the resolution of the meeting at which it was demanded as at the date it
was taken. A demand for a poll shall not prevent the meeting continuing for the transaction of business other than the question on which
it has been demanded.

25.

A poll demanded on the election of a chairman or on a question of adjournment shall be taken at once.

26.

On a show of hands every person who is present in person and who produces a Bearer Note, a Certificate of which he is the registered
holder or a voting certificate or is a proxy or representative has one vote. On a poll every such person has one vote in respect of each
integral currency unit of the Specified Currency of such Series of Notes so produced or represented by the voting certificate so
produced or for which he is a proxy or representative. Without prejudice to the obligations of proxies, a person entitled to more than
one vote need not use them all or cast them all in the same way.

27.

In case of equality of votes the chairman shall both on a show of hands and on a poll have a casting vote in addition to any other votes
which he may have.

Effect and Publication of an Extraordinary Resolution
28.

An Extraordinary Resolution shall be binding on all the Noteholders, whether or not present at the meeting, and on all the
Couponholders and each of them shall be bound to give effect to it accordingly. The passing of such a resolution shall be conclusive
evidence that the circumstances justify its being passed. The Relevant Issuer shall give notice of the passing of an Extraordinary
Resolution to Noteholders and, in relation to Bearer Notes, to the Paying Agents, and in relation to Registered Notes, to the Registrar
within 14 days but failure to do so shall not invalidate the resolution.

Minutes
29.

Minutes shall be made of all resolutions and proceedings at every meeting and, if purporting to be signed by the chairman of that
meeting or of the next succeeding meeting, shall be conclusive evidence of the matters in them. Unless and until the contrary is proved,
every meeting for which minutes have been so made and signed shall be deemed to have been duly convened and held and all
resolutions passed or proceedings transacted at it to have been duly passed and transacted.

Written Resolutions
30.

A written resolution signed by the holders of not less than 75 per cent., in nominal amount of the Notes outstanding shall take effect as
if it were an Extraordinary Resolution. Such a resolution in writing may be contained in one document or several documents in the
same form, each signed by or on behalf of one or more Noteholders.

Note Trustee’s Power to Prescribe Regulations
31.

Subject to all other provisions in this Trust Deed the Note Trustee may without the consent of the Noteholders prescribe such further
regulations regarding the holding of meetings and attendance and voting at them as it in its sole discretion determines including
(without limitation) such requirements as the Note Trustee thinks reasonable to satisfy itself that the persons who

purport to make any requisition in accordance with this Trust Deed are entitled to do so and as to the form of voting certificates or block
voting instructions so as to satisfy itself that persons who purport to attend or vote at a meeting are entitled to do so.
32.

The foregoing provisions of this Schedule shall have effect subject to the following provisions:
(a)

Meetings of Noteholders of separate Series will normally be held separately. However, the Note Trustee may from time to time
determine that meetings of Noteholders of separate Series shall be held together.

(b)

A resolution that in the opinion of the Note Trustee affects one Series alone shall be deemed to have been duly passed if passed
at a separate meeting of the Noteholders of the Series concerned.

(c)

A resolution that in the opinion of the Note Trustee affects the Noteholders of more than one Series but does not give rise to a
conflict of interest between the Noteholders of the different Series concerned shall be deemed to have been duly passed if
passed at a single meeting of the Noteholders of the relevant Series provided that for the purposes of determining the votes a
Noteholder is entitled to cast pursuant to paragraph 26, each Noteholder shall have one vote in respect of each £1,000 nominal
amount of Notes held, converted, if such Notes are not denominated in sterling, in accordance with Subclause 11.16 (Currency
Conversion).

(d)

A resolution that in the opinion of the Note Trustee affects the Noteholders of more than one Series and gives or may give rise
to a conflict of interest between the Noteholders of the different Series concerned shall be deemed to have been duly passed
only if it shall be duly passed at separate meetings of the Noteholders of the relevant Series.

(e)

To all such meetings as aforesaid all the preceding provisions of this Schedule shall mutatis mutandis apply as though
references therein to Notes and to Noteholders were references to the Notes and Noteholders of the Series concerned.

THIS DEED is delivered on the date stated at the beginning.

Signatories
WESTERN POWER DISTRIBUTION (EAST MIDLANDS) PLC
EXECUTED as a deed by WESTERN POWER DISTRIBUTION (EAST
MIDLANDS) PLC

)
)

acting by

)

...........................................................

and

)

Director
............................................................
Director/Secretary

WESTERN POWER DISTRIBUTION (SOUTH WALES) PLC
EXECUTED as a deed by WESTERN POWER DISTRIBUTION (SOUTH
WALES) PLC

)
)

acting by

)

...........................................................

and

)

Director
............................................................
Director/Secretary

WESTERN POWER DISTRIBUTION (SOUTH WEST) PLC
EXECUTED as a deed by WESTERN POWER DISTRIBUTION (SOUTH
WEST) PLC

)
)

acting by

)

...........................................................

and

)

Director
............................................................
Director/Secretary

WESTERN POWER DISTRIBUTION (WEST MIDLANDS) PLC
EXECUTED as a deed by WESTERN POWER DISTRIBUTION (WEST
MIDLANDS) PLC

)
)

acting by

)

...........................................................

and

)

Director
............................................................
Director/Secretary

[Signature Page to the Amended and Restated Trust Deed]

HSBC CORPORATE TRUSTEE COMPANY (UK) LIMITED
Signed as a deed by ____________________ as authorised signatory for HSBC CORPORATE TRUSTEE COMPANY (UK) LIMITED in the
presence of:

Signature of witness
Name of witness
Address of witness

Occupation of witness

[Signature Page to the Amended and Restated Trust Deed]

PPL Corporation

Exhibit 21

Subsidiaries of the Registrant
At December 31, 2019

The following listing of subsidiaries omits subsidiaries which, considered in the aggregate as a single subsidiary, would not constitute a
significant subsidiary as of December 31, 2019.
Company Name

State or Jurisdiction of

Business Conducted under Same Name

Incorporation/Formation

CEP Reserves, Inc.

Delaware

Kentucky Utilities Company

Kentucky and Virginia

LG&E and KU Energy LLC

Kentucky

Louisville Gas and Electric Company

Kentucky

PMDC International Holdings, Inc.

Delaware

PPL Atlantic Holdings, LLC

Delaware

PPL (Barbados) SRL

Barbados

PPL Capital Funding, Inc.

Delaware

PPL Electric Utilities Corporation

Pennsylvania

PPL Energy Funding Corporation

Pennsylvania

PPL Global, LLC

Delaware

PPL UK Holdings, LLC

Delaware

PPL UK Resources Limited

England and Wales

PPL WPD Limited

England and Wales

Western Power Distribution (East Midlands) plc

England and Wales

Western Power Distribution (South West) plc

England and Wales

Western Power Distribution (West Midlands) plc

England and Wales

Exhibit 23(a)

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference in Registration Statement Nos. 333-223142 and 333-223140 on Form S-3 and Registration
Statement Nos. 333-215193, 333-209618, 333-181752, and 333-197629 on Form S-8 of our reports dated February 14, 2020, relating to the
consolidated financial statements of PPL Corporation and subsidiaries, and the effectiveness of PPL Corporation’s internal control over
financial reporting, appearing in this Annual Report on Form 10-K of PPL Corporation for the year ended December 31, 2019.
/s/ Deloitte & Touche LLP
Parsippany, New Jersey
February 14, 2020

Exhibit 23(b)

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference in Registration Statement No. 333-223142-04 on Form S-3 of our report dated February 14, 2020,
relating to the consolidated financial statements of PPL Electric Utilities Corporation and subsidiaries appearing in this Annual Report on Form
10-K of PPL Electric Utilities Corporation for the year ended December 31, 2019.
/s/ Deloitte & Touche LLP
Parsippany, New Jersey
February 14, 2020

Exhibit 23(c)

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference in Registration Statement No. 333-223142-03 on Form S-3 of our report dated February 14, 2020,
relating to the consolidated financial statements of LG&E and KU Energy LLC and subsidiaries appearing in this Annual Report on Form 10-K
of LG&E and KU Energy LLC for the year ended December 31, 2019.
/s/ Deloitte & Touche LLP
Louisville, Kentucky
February 14, 2020

Exhibit 23(d)

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference in Registration Statement No. 333-223142-02 on Form S-3 of our report dated February 14, 2020,
relating to the financial statements of Louisville Gas and Electric Company appearing in this Annual Report on Form 10-K of Louisville Gas
and Electric Company for the year ended December 31, 2019.
/s/ Deloitte & Touche LLP

Louisville, Kentucky
February 14, 2020

Exhibit 23(e)

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference in Registration Statement No. 333-223142-01 on Form S-3 of our report dated February 14, 2020,
relating to the financial statements of Kentucky Utilities Company appearing in this Annual Report on Form 10-K of Kentucky Utilities
Company for the year ended December 31, 2019.
/s/ Deloitte & Touche LLP
Louisville, Kentucky
February 14, 2020

Exhibit 24
PPL CORPORATION
2019 ANNUAL REPORT
TO THE SECURITIES AND EXCHANGE COMMISSION
ON FORM 10-K
POWER OF ATTORNEY
The undersigned directors of PPL Corporation, a Pennsylvania corporation, that is to file with the Securities and
Exchange Commission, Washington, D.C., under the provisions of the Securities Exchange Act of 1934, as amended,
its Annual Report on Form 10-K for the year ended December 31, 2019 ("Form 10-K Report"), do hereby appoint each
of William H. Spence, Vincent Sorgi, Joanne H. Raphael, Jennifer L. McDonough and Frederick C. Paine, and each of
them, their true and lawful attorney, with power to act without the other and with full power of substitution and
resubstitution, to execute for them and in their names the Form 10-K Report and any and all amendments thereto,
whether said amendments add to, delete from or otherwise alter the Form 10-K Report, or add or withdraw any exhibits
or schedules to be filed therewith and any and all instruments in connection therewith. The undersigned hereby grant to
each said attorney full power and authority to do and perform in the name of and on behalf of the undersigned, and in
any and all capacities, any act and thing whatsoever required or necessary to be done in and about the premises, as
fully and to all intents and purposes as the undersigned might do, hereby ratifying and approving the acts of each of the
said attorneys.
IN WITNESS WHEREOF, the undersigned have hereunto set their hands this 14th day of February, 2020.
/s/ John W. Conway
John W. Conway

/s/ Natica von Althann
Natica von Althann

/s/ Steven G. Elliott
Steven G. Elliott

/s/ Keith H. Williamson
Keith H. Williamson

/s/ Venkata Rajamannar Madabhushi
Venkata Rajamannar Madabhushi

/s/ Phoebe A. Wood
Phoebe A. Wood

/s/ Craig A. Rogerson
Craig A. Rogerson

/s/ Armando Zagalo de Lima
Armando Zagalo de Lima

/s/ William H. Spence
William H. Spence

Exhibit 31(a)
CERTIFICATION
I, WILLIAM H. SPENCE, certify that:
1.

I have reviewed this annual report on Form 10-K of PPL Corporation (the "registrant") for the year ended December 31, 2019;

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

Date:

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

February 14, 2020

/s/ William H. Spence
William H. Spence
Chairman and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation

Exhibit 31(b)
CERTIFICATION
I, JOSEPH P. BERGSTEIN, JR., certify that:
1.

I have reviewed this annual report on Form 10-K of PPL Corporation (the "registrant") for the year ended December 31, 2019;

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

Date:

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

February 14, 2020

/s/ Joseph P. Bergstein, Jr.
Joseph P. Bergstein, Jr.
Senior Vice President and Chief Financial Officer
(Principal Financial Officer)
PPL Corporation

Exhibit 31(c)
CERTIFICATION
I, GREGORY N. DUDKIN, certify that:
1.

I have reviewed this annual report on Form 10-K of PPL Electric Utilities Corporation (the "registrant") for the year ended December 31, 2019;

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

Date:

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

February 14, 2020

/s/ Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation

Exhibit 31(d)
CERTIFICATION
I, STEPHEN K. BREININGER, certify that:
1.

I have reviewed this annual report on Form 10-K of PPL Electric Utilities Corporation (the "registrant") for the year ended December 31, 2019;

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

Date:

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

February 14, 2020

/s/ Stephen K. Breininger
Stephen K. Breininger
Vice President-Finance and Regulatory Affairs and Controller
(Principal Financial Officer)
PPL Electric Utilities Corporation

Exhibit 31(e)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this annual report on Form 10-K of LG&E and KU Energy LLC (the "registrant") for the year ended December 31, 2019;

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

Date:

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

February 14, 2020

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC

Exhibit 31(f)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this annual report on Form 10-K of LG&E and KU Energy LLC (the "registrant") for the year ended December 31, 2019;

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

Date:

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

February 14, 2020

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
LG&E and KU Energy LLC

Exhibit 31(g)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this annual report on Form 10-K of Louisville Gas and Electric Company (the "registrant") for the year ended December 31, 2019;

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

Date:

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

February 14, 2020

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Louisville Gas and Electric Company

Exhibit 31(h)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this annual report on Form 10-K of Louisville Gas and Electric Company (the "registrant") for the year ended December 31, 2019;

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

Date:

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

February 14, 2020

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Louisville Gas and Electric Company

Exhibit 31(i)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this annual report on Form 10-K of Kentucky Utilities Company (the "registrant") for the year ended December 31, 2019;

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

Date:

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

February 14, 2020

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company

Exhibit 31(j)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this annual report on Form 10-K of Kentucky Utilities Company (the "registrant") for the year ended December 31, 2019;

2.

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

3.

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

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

Date:

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

February 14, 2020

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Kentucky Utilities Company

Exhibit 32(a)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL CORPORATION'S FORM 10-K FOR THE YEAR ENDED DECEMBER 31, 2018
In connection with the annual report on Form 10-K of PPL Corporation (the "Company") for the year ended December 31, 2019, as filed with the
Securities and Exchange Commission on the date hereof (the "Covered Report"), we, William H. Spence, the Principal Executive Officer of the Company,
and Joseph P. Bergstein, Jr., the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, hereby certify that:

Date:

•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended;
and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

February 14, 2020

/s/ William H. Spence
William H. Spence
Chairman and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation
/s/ Joseph P. Bergstein, Jr.
Joseph P. Bergstein, Jr.
Senior Vice President and Chief Financial Officer
(Principal Financial Officer)
PPL Corporation

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Exhibit 32(b)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL ELECTRIC UTILITIES CORPORATION'S FORM 10-K FOR THE YEAR ENDED DECEMBER 31, 2018
In connection with the annual report on Form 10-K of PPL Electric Utilities Corporation (the "Company") for the year ended December 31, 2019, as
filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Gregory N. Dudkin, the Principal Executive Officer of the
Company, and Stephen K. Breininger, the Principal Financial Officer and Principal Accounting Officer of the Company, pursuant to 18 U.S.C. Section 1350,
as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:

Date:

•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended;
and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

February 14, 2020

/s/ Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation
/s/ Stephen K. Breininger
Stephen K. Breininger
Vice President-Finance and Regulatory Affairs and Controller
(Principal Financial Officer)
PPL Electric Utilities Corporation

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Exhibit 32(c)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LG&E AND KU ENERGY LLC'S FORM 10-K FOR THE YEAR ENDED DECEMBER 31, 2019
In connection with the annual report on Form 10-K of LG&E and KU Energy LLC (the "Company") for the year ended December 31, 2019, as filed
with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive Officer of the
Company, and Kent W. Blake, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended;
and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

Date: February 14, 2020

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
LG&E and KU Energy LLC

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Exhibit 32(d)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LOUISVILLE GAS AND ELECTRIC COMPANY'S FORM 10-K FOR THE YEAR ENDED DECEMBER 31, 2019
In connection with the annual report on Form 10-K of Louisville Gas and Electric Company (the "Company") for the year ended December 31,
2019, as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive
Officer of the Company, and Kent W. Blake, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended;
and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of
operations of the Company

Date: February 14, 2020

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Louisville Gas and Electric Company
/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Louisville Gas and Electric Company

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Exhibit 32(e)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR KENTUCKY UTILITIES COMPANY'S FORM 10-K FOR THE YEAR ENDED DECEMBER 31, 2019
In connection with the annual report on Form 10-K of Kentucky Utilities Company (the "Company") for the year ended December 31, 2019, as filed
with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive Officer of the
Company, and Kent W. Blake, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended;
and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

Date: February 14, 2020

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company
/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Kentucky Utilities Company

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Exhibit 99(a)
PPL CORPORATION AND SUBSIDIARIES
LONG-TERM DEBT SCHEDULE
(Unaudited)
(Millions of Dollars)
Interest Rate

Maturity
Date

December 31, 2019

PPL
U.S.
PPL Capital Funding
Senior Unsecured Notes
69352PAD5

4.200%

06/15/2022 $

400

69352PAE3

3.500%

12/01/2022

400

69352PAF0

3.400%

06/01/2023

600

69352PAK9

3.950%

03/15/2024

350

69352PAL7

3.100%

05/15/2026

650

69352PAH6

4.700%

06/01/2043

300

69352PAJ2

5.000%

03/15/2044

400

69352PAM5

4.000%

09/15/2047

Total Senior Unsecured Notes

500
3,600

Junior Subordinated Notes
69352PAC7 1

4.626%

03/30/2067

480

69352P202

5.900%

04/30/2073

450

Total Junior Subordinated Notes
Total PPL Capital Funding Long-term Debt

930
4,530

PPL Electric
Senior Secured Notes/First Mortgage Bonds
Total PPL Electric Long-term Debt

4,039
4,039

LKE
Senior Unsecured Notes
First Mortgage Bonds
Total LKE Long-term Debt 2
Total U.S. Long-term Debt

725
4,666
5,391
13,960

Interest Rate

Maturity
Date

December 31, 2019

U.K.
Senior Unsecured Notes
USG7208UAA90

5.375%

05/01/2021

500

USG9796VAE32

7.375%

12/15/2028

202

XS1315962602

3.625%

11/06/2023

646

N/A4

2.185%

06/07/2024

64

XS1893807120

3.500%

10/16/2026

452

XS0627333221

5.250%

01/17/2023

905

XS0568142482

6.250%

12/10/2040

323

XS2050806434

1.750%

09/09/2031

323

XS0979476602

3.875%

10/17/2024

517

XS0568142052

6.000%

05/09/2025

323

XS0627336321

5.750%

04/16/2032

1,034

XS0061222484

9.250%

11/09/2020

194

XS0280014282

4.804%

12/21/2037

291

XS0496999219

5.750%

03/23/2040

259

XS1718489898

2.375%

05/16/2029

323

XS0165510313

5.875%

03/25/2027

323

XS0496975110

5.750%

03/23/2040

259

Total Senior Unsecured Notes
Index-Linked Notes

6,938

3

N/A4

0.498%

05/31/2026

144

XS0632038666

2.671%

06/01/2043

226

XS0974143439

1.676%

09/24/2052

158

XS1821535678

0.010%

05/16/2028

41

XS1797949267

0.010%

03/26/2036

41

XS1577901702

0.010%

03/14/2029

71

XS0277685987

1.541%

12/01/2053

197

XS0279320708

1.541%

12/01/2056

226

Total Index-Linked Notes

1,104

Total U.K. Long-term Debt

8,042

Total Long-term Debt Before Adjustments

22,002

Fair market value adjustments

12

Unamortized premium and (discount), net

5

Unamortized debt issuance costs

(126)

Total Long-term Debt

21,893

Less current portion of Long-term Debt
Total Long-term Debt, noncurrent

1,172
$

20,721

Interest Rate

Maturity
Date

December 31, 2019

PPL Electric
Senior Secured Notes/First Mortgage Bonds
524808BW1 5

1.800%

02/15/2027 $

108

524808BX9 5

1.800%

09/01/2029

116

70869MAC8

4.000%

10/01/2023

90

69351UAP8

3.000%

09/15/2021

400

69351UAQ6

2.500%

09/01/2022

250

69351UAH6

6.450%

08/15/2037

250

69351UAM5

6.250%

05/15/2039

300

69351UAN3

5.200%

07/15/2041

250

69351UAR4

4.750%

07/15/2043

350

69351UAS2

4.125%

06/15/2044

300

69351UAV5

4.150%

06/15/2048

400

69351UAT0

4.150%

10/01/2045

350

69351UAU7

3.950%

06/01/2047

475

69351UAW3

3.000%

10/01/2049

400

Total Senior Secured Notes

4,039

Total Long-term Debt Before Adjustments

4,039

Unamortized discount

(24)

Unamortized debt issuance costs

(30)

Total Long-term Debt

3,985

Less current portion of Long-term Debt

—

Total Long-term Debt, noncurrent

$

3,985

LKE
Senior Unsecured Notes
50188FAD7

3.750%

11/15/2020 $

475

50188FAE5

4.375%

10/01/2021

250

Total Senior Unsecured Notes

725

LG&E
First Mortgage Bonds

2,024

KU
First Mortgage Bonds

2,642

Total Long-term Debt Before Adjustments

5,391

Unamortized premium

5

Unamortized discount

(12)

Unamortized debt issuance costs

(32)

Total Long-term Debt

5,352

Less current portion of Long-term Debt
Total Long-term Debt, noncurrent

2

975
4,377

Interest Rate

Maturity
Date

December 31, 2019

LG&E
First Mortgage Bonds
473044BV6 6

1.410%

09/01/2026

23

546676AU1

5.125%

11/15/2040

285

546676AV9

4.650%

11/15/2043

250

546676AW7

3.300%

10/01/2025

300

546676AX5

4.375%

10/01/2045

250

546676AY3

4.250%

04/01/2049

400

546749AN2 5

2.550%

11/01/2027

35

546749AP7 5

1.850%

10/01/2033

128

546749AR3 5

1.750%

02/01/2035

40

546751AK4 5

1.650%

06/01/2033

31

546751AL2 5

1.650%

06/01/2033

35

896221AD0

3.750%

06/01/2033

60

896224AX0 5

2.300%

09/01/2026

27

6

1.780%

09/01/2044

125

896224AZ5 5

2.550%

11/01/2027

35

896224AY8

Total Long-term Debt Before Adjustments
Unamortized discount
Unamortized debt issuance costs
Total Long-term Debt

2,024
(4)
(15)
2,005

Interest Rate

Maturity
Date

December 31, 2019

KU
First Mortgage Bonds
144838AA7 6

1.129%

02/01/2032 $

144838AB5 6

1.130%

02/01/2032

3

144838AE9 5

1.550%

09/01/2042

96

14483RAQ0

3.375%

02/01/2026

18

14483RAR8 5

1.750%

10/01/2034

50

21

5

1.200%

02/01/2032

78

14483RAS6 5

1.200%

10/01/2034

54

491674BE6

3.250%

11/01/2020

500

491674BG1/BF3

5.125%

11/01/2040

750

491674BJ5

4.650%

11/15/2043

250

491674BK2

3.300%

10/01/2025

250

491674BL0

4.375%

10/01/2045

550

587824AA1 6

1.150%

02/01/2032

7

587829AD4

1.300%

05/01/2023

13

62479PAA4 6

1.130%

02/01/2032

2

14483RAT4

Total Long-term Debt Before Adjustments

2,642

Unamortized premium

5

Unamortized discount

(8)

Unamortized debt issuance costs

(16)

Total Long-term Debt

2,623

Less current portion of Long-term Debt
Total Long-term Debt, noncurrent
(1)Securities are in a floating rate mode through maturity.
(2)Excludes $650 million of intercompany notes between LKE and an affiliate due 2026 and 2028.
(3)Principal amount of the notes are adjusted based on changes in a specified index, as detailed in the terms of the related indentures.
(4)No CUSIP - Facility loan.
(5)Securities are currently in a term rate mode. Securities may be put back to the company on a date prior to the stated maturity date.
(6)Securities have a floating rate of interest that periodically resets. Securities may be put back to the company on a date prior to the stated maturity date.

500
$

2,123
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q
☒

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934 for the quarterly period ended March 31, 2020
OR

☐

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

Commission File
Number

Registrant;
State of Incorporation;
Address and Telephone Number

IRS Employer
Identification No.

1-11459

PPL Corporation

23-2758192

(Exact name of Registrant as specified in its charter)
Pennsylvania
Two North Ninth Street
Allentown,
(610)
1-905

PA

18101-1179

774-5151

PPL Electric Utilities Corporation

23-0959590

(Exact name of Registrant as specified in its charter)
Pennsylvania
Two North Ninth Street
Allentown,
(610)
333-173665

PA

18101-1179

774-5151

LG&E and KU Energy LLC

20-0523163

(Exact name of Registrant as specified in its charter)
Kentucky
220 West Main Street
Louisville,
(502)
1-2893

KY

40202-1377

627-2000

Louisville Gas and Electric Company

61-0264150

(Exact name of Registrant as specified in its charter)
Kentucky
220 West Main Street
Louisville,
(502)
1-3464

KY

40202-1377

627-2000

Kentucky Utilities Company
(Exact name of Registrant as specified in its charter)
Kentucky and Virginia
One Quality Street
Lexington,
(502)

KY

627-2000

40507-1462

61-0247570
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Securities registered pursuant to Section 12(b) of the Act:
Title of each class

Trading Symbol:

Name of each exchange on which registered

Common Stock of PPL Corporation

PPL

New York Stock Exchange

2007 Series A due 2067

PPL/67

New York Stock Exchange

2013 Series B due 2073

PPX

New York Stock Exchange

Junior Subordinated Notes of PPL Capital Funding, Inc.

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

Yes

☒

No

☐

PPL Electric Utilities Corporation

Yes

☒

No

☐

LG&E and KU Energy LLC

Yes

☒

No

☐

Louisville Gas and Electric Company

Yes

☒

No

☐

Kentucky Utilities Company

Yes

☒

No

☐

Indicate by check mark whether the registrants have submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter)
during the preceding 12 months (or for such shorter period that the registrants were required to submit such files).
PPL Corporation

Yes

☒

No

☐

PPL Electric Utilities Corporation

Yes

☒

No

☐

LG&E and KU Energy LLC

Yes

☒

No

☐

Louisville Gas and Electric Company

Yes

☒

No

☐

Kentucky Utilities Company

Yes

☒

No

☐

Indicate by check mark whether the registrants are large accelerated filers, accelerated filers, non-accelerated filers, smaller reporting companies or emerging growth companies. See the definitions of
"large accelerated filer," "accelerated filer," "smaller reporting company" and "emerging growth company" in Rule 12b-2 of the Exchange Act.
Large accelerated
filer

Accelerated
filer

Non-accelerated
filer

Smaller reporting
company

Emerging growth
company

PPL Corporation

☒

☐

☐

☐

☐

PPL Electric Utilities Corporation

☐

☐

☒

☐

☐

LG&E and KU Energy LLC

☐

☐

☒

☐

☐

Louisville Gas and Electric Company

☐

☐

☒

☐

☐

Kentucky Utilities Company

☐

☐

☒

☐

☐

If emerging growth companies, indicate by check mark if the registrants have elected not to use the extended transition period for complying with any new or revised financial accounting standards
provided pursuant to Section 13(a) of the Exchange Act.
PPL Corporation

☐

PPL Electric Utilities Corporation

☐

LG&E and KU Energy LLC

☐

Louisville Gas and Electric Company

☐

Kentucky Utilities Company

☐

Indicate by check mark whether the registrants are shell companies (as defined in Rule 12b-2 of the Exchange Act).
PPL Corporation

Yes

☐

No

☒

PPL Electric Utilities Corporation

Yes

☐

No

☒

LG&E and KU Energy LLC

Yes

☐

No

☒

Louisville Gas and Electric Company

Yes

☐

No

☒

Kentucky Utilities Company

Yes

☐

No

☒

Table of Contents

Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of the latest practicable date.
PPL Corporation

Common stock, $0.01 par value, 768,763,491 shares outstanding at April 30, 2020.

PPL Electric Utilities Corporation

Common stock, no par value, 66,368,056 shares outstanding and all held by PPL Corporation at April 30, 2020.

LG&E and KU Energy LLC

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

Louisville Gas and Electric Company

Common stock, no par value, 21,294,223 shares outstanding and all held by LG&E and KU Energy LLC at April 30, 2020.

Kentucky Utilities Company

Common stock, no par value, 37,817,878 shares outstanding and all held by LG&E and KU Energy LLC at April 30, 2020.

This document is available free of charge at the Investors section of PPL Corporation's website at www.pplweb.com. However, other information on this website does not constitute a part
of this Form 10-Q.
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This combined Form 10-Q is separately filed by the following Registrants in their individual capacity: PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville
Gas and Electric Company and Kentucky Utilities Company. Information contained herein relating to any individual Registrant is filed by such Registrant solely on its own behalf, and no Registrant
makes any representation as to information relating to any other Registrant, except that information under "Forward-Looking Information" relating to subsidiaries of PPL Corporation is also
attributed to PPL Corporation and information relating to the subsidiaries of LG&E and KU Energy LLC is also attributed to LG&E and KU Energy LLC.
Unless otherwise specified, references in this Report, individually, to PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and
Kentucky Utilities Company are references to such entities directly or to one or more of their subsidiaries, as the case may be, the financial results of which subsidiaries are consolidated into such
Registrants' financial statements in accordance with GAAP. This presentation has been applied where identification of particular subsidiaries is not material to the matter being disclosed, and to
conform narrative disclosures to the presentation of financial information on a consolidated basis.
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GLOSSARY OF TERMS AND ABBREVIATIONS
PPL Corporation and its subsidiaries
KU - Kentucky Utilities Company, a public utility subsidiary of LKE engaged in the regulated generation, transmission, distribution and sale of electricity, primarily in Kentucky.
LG&E - Louisville Gas and Electric Company, a public utility subsidiary of LKE engaged in the regulated generation, transmission, distribution and sale of electricity and the distribution and sale of
natural gas in Kentucky.
LKE - LG&E and KU Energy LLC, a subsidiary of PPL and the parent of LG&E, KU and other subsidiaries.
LKS - LG&E and KU Services Company, a subsidiary of LKE that provides administrative, management, and support services primarily to LKE and its subsidiaries.
PPL - PPL Corporation, the parent holding company of PPL Electric, PPL Energy Funding, PPL Capital Funding, LKE and other subsidiaries.
PPL Capital Funding - PPL Capital Funding, Inc., a financing subsidiary of PPL that provides financing for the operations of PPL and certain subsidiaries. Debt issued by PPL Capital Funding is
guaranteed as to payment by PPL.
PPL Electric - PPL Electric Utilities Corporation, a public utility subsidiary of PPL engaged in the regulated transmission and distribution of electricity in its Pennsylvania service area and that
provides electricity supply to its retail customers in this area as a PLR.
PPL Energy Funding - PPL Energy Funding Corporation, a subsidiary of PPL and the parent holding company of PPL Global and other subsidiaries.
PPL EU Services - PPL EU Services Corporation, a subsidiary of PPL that provides administrative, management and support services primarily to PPL Electric.
PPL Global - PPL Global, LLC, a subsidiary of PPL Energy Funding that, primarily through its subsidiaries, owns and operates WPD, PPL's regulated electricity distribution businesses in the U.K.
PPL Services - PPL Services Corporation, a subsidiary of PPL that provides administrative, management and support services to PPL and its subsidiaries.
PPL WPD Limited - an indirect U.K. subsidiary of PPL Global. Following reorganizations in October 2015 and October 2017, PPL WPD Limited is an indirect parent to WPD plc having
previously been a sister company.
Safari Energy - Safari Energy, LLC, an indirect subsidiary of PPL, acquired in June 2018, that provides solar energy solutions for commercial customers in the U.S.
WPD - refers to PPL WPD Limited and its subsidiaries.
WPD (East Midlands) - Western Power Distribution (East Midlands) plc, a British regional electricity distribution utility company.
WPD plc - Western Power Distribution plc, an indirect U.K. subsidiary of PPL WPD Limited. Its principal indirectly owned subsidiaries are WPD (East Midlands), WPD (South Wales), WPD
(South West) and WPD (West Midlands).
WPD Midlands - refers to WPD (East Midlands) and WPD (West Midlands), collectively.
WPD (South Wales) - Western Power Distribution (South Wales) plc, a British regional electricity distribution utility company.
WPD (South West) - Western Power Distribution (South West) plc, a British regional electricity distribution utility company.
i
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WPD (West Midlands) - Western Power Distribution (West Midlands) plc, a British regional electricity distribution utility company.
WKE - Western Kentucky Energy Corp., a subsidiary of LKE that leased certain non-regulated utility generating plants in western Kentucky until July 2009.
Other terms and abbreviations

£ - British pound sterling.
2019 Form 10-K - Annual Report to the SEC on Form 10-K for the year ended December 31, 2019.
Act 11 - Act 11 of 2012 that became effective on April 16, 2012. The Pennsylvania legislation authorized the PUC to approve two specific ratemaking mechanisms: the use of a fully projected future
test year in base rate proceedings and, subject to certain conditions, a DSIC.
Act 129 - Act 129 of 2008 that became effective in October 2008. The law amended the Pennsylvania Public Utility Code and created an energy efficiency and conservation program and smart
metering technology requirements, adopted new PLR electricity supply procurement rules, provided remedies for market misconduct and changed the Alternative Energy Portfolio Standard (AEPS).
Act 129 Smart Meter program - PPL Electric's system wide meter replacement program that installs wireless digital meters that provide secure communication between PPL Electric and the
meter as well as all related infrastructure.
Adjusted Gross Margins - a non-GAAP financial measure of performance used in "Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations"
(MD&A).
AFUDC - allowance for funds used during construction. The cost of equity and debt funds used to finance construction projects of regulated businesses, which is capitalized as part of construction
costs.
AOCI - accumulated other comprehensive income or loss.
ARO - asset retirement obligation.
ATM Program - at-the-market stock offering program.
CCR(s) - coal combustion residual(s). CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes.
Clean Air Act - federal legislation enacted to address certain environmental issues related to air emissions, including acid rain, ozone and toxic air emissions.
Clean Water Act - federal legislation enacted to address certain environmental issues relating to water quality including effluent discharges, cooling water intake, and dredge and fill activities.
COVID-19 - the disease caused by the novel coronavirus identified in 2019 that has caused a global pandemic in 2020.
CPCN - Certificate of Public Convenience and Necessity. Authority granted by the KPSC pursuant to Kentucky Revised Statute 278.020 to provide utility service to or for the public or the
construction of certain plant, equipment, property or facility for furnishing of utility service to the public.
CPI - consumer price index, a measure of inflation in the U.K. published monthly by the Office for National Statistics.
CPIH - consumer price index including owner-occupiers' housing costs. An aggregate measure of changes in the cost of living in the U.K., including a measure of owner-occupiers' housing costs.
Customer Choice Act - the Pennsylvania Electricity Generation Customer Choice and Competition Act, legislation enacted to restructure the state's electric utility industry to create retail access to
a competitive market for generation of electricity.
ii
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DNO - Distribution Network Operator in the U.K.
DRIP - PPL Amended and Restated Dividend Reinvestment and Direct Stock Purchase Plan.
DSIC - Distribution System Improvement Charge. Authorized under Act 11, which is an alternative ratemaking mechanism providing more-timely cost recovery of qualifying distribution system
capital expenditures.
DSM - Demand Side Management. Pursuant to Kentucky Revised Statute 278.285, the KPSC may determine the reasonableness of DSM programs proposed by any utility under its jurisdiction.
DSM programs consist of energy efficiency programs intended to reduce peak demand and delay the investment in additional power plant construction, provide customers with tools and information
regarding their energy usage and support energy efficiency.
DSO - Distribution System Operation in the U.K. is the effective delivery of a range of functions and services that need to happen to run an advanced electricity distribution network. These functions
cover long-term network planning; operations, real-time processes and planning, and markets and settlement. This does not focus on a single party as an operator; but recognizes roles for a range of
parties to deliver DSO.
DSP - Default Service Provider.
Earnings from Ongoing Operations - a non-GAAP financial measure of earnings adjusted for the impact of special items and used in "Item 2. Combined Management's Discussion and Analysis
of Financial Condition and Results of Operations" (MD&A).
ECR - Environmental Cost Recovery. Pursuant to Kentucky Revised Statute 278.183, Kentucky electric utilities are entitled to the current recovery of costs of complying with the Clean Air Act, as
amended, and those federal, state or local environmental requirements that apply to coal combustion wastes and byproducts from the production of energy from coal.
ELG(s) - Effluent Limitation Guidelines, regulations promulgated by the EPA.
EPA - Environmental Protection Agency, a U.S. government agency.
EPS - earnings per share.
FERC - Federal Energy Regulatory Commission, the U.S. federal agency that regulates, among other things, interstate transmission and wholesale sales of electricity, hydroelectric power projects
and related matters.
GAAP - Generally Accepted Accounting Principles in the U.S.
GBP - British pound sterling.
GHG(s) - greenhouse gas(es).
GLT - gas line tracker. The KPSC approved mechanism for LG&E's recovery of costs associated with gas transmission lines, gas service lines, gas risers, leak mitigation, and gas main replacements.
IRS - Internal Revenue Service, a U.S. government agency.
KPSC - Kentucky Public Service Commission, the state agency that has jurisdiction over the regulation of rates and service of utilities in Kentucky.
LIBOR - London Interbank Offered Rate.
Moody's - Moody's Investors Service, Inc., a credit rating agency.
MW - megawatt, one thousand kilowatts.
NERC - North American Electric Reliability Corporation.
iii
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NPNS - the normal purchases and normal sales exception as permitted by derivative accounting rules. Derivatives that qualify for this exception may receive accrual accounting treatment.
OCI - other comprehensive income or loss.
Ofgem - Office of Gas and Electricity Markets, the British agency that regulates transmission, distribution and wholesale sales of electricity and gas and related matters.
OVEC - Ohio Valley Electric Corporation, located in Piketon, Ohio, an entity in which LKE indirectly owns an 8.13% interest (consists of LG&E's 5.63% and KU's 2.50% interests), which is
recorded at cost. OVEC owns and operates two coal-fired power plants, the Kyger Creek plant in Ohio and the Clifty Creek plant in Indiana, with combined capacities of 2,120 MW.
PLR - Provider of Last Resort, the role of PPL Electric in providing default electricity supply within its delivery area to retail customers who have not chosen to select an alternative electricity
supplier under the Customer Choice Act.
PP&E - property, plant and equipment.
PPL EnergyPlus - prior to the June 1, 2015 spinoff, PPL Energy Supply, LLC, PPL EnergyPlus, LLC, a subsidiary of PPL Energy Supply that marketed and traded wholesale and retail electricity
and gas and supplied energy and energy services in competitive markets.
PPL Energy Supply - prior to the June 1, 2015 spinoff, PPL Energy Supply, LLC, a subsidiary of PPL Energy Funding and the indirect parent company of PPL Montana, LLC.
PPL Montana - prior to the June 1, 2015 spinoff of PPL Energy Supply, PPL Montana, LLC, an indirect subsidiary of PPL Energy Supply that generated electricity for wholesale sales in Montana
and the Pacific Northwest.
PUC - Pennsylvania Public Utility Commission, the state agency that regulates certain ratemaking, services, accounting and operations of Pennsylvania utilities.
RAV - regulatory asset value. This term, used within the U.K. regulatory environment, is also commonly known as RAB or regulatory asset base. RAV is based on historical investment costs at time
of privatization, plus subsequent allowed additions less annual regulatory depreciation, and represents the value on which DNOs earn a return in accordance with the regulatory cost of capital. RAV is
indexed to Retail Price Index (RPI) in order to allow for the effects of inflation. RAV additions have been and continue to be based on a percentage of annual total expenditures that have a long-term
benefit to WPD (similar to capital projects for the U.S. regulated businesses that are generally included in rate base).
RCRA - Resource Conservation and Recovery Act of 1976.
Registrant(s) - refers to the Registrants named on the cover of this Report (each a "Registrant" and collectively, the "Registrants").
Regulation S-X - SEC regulation governing the form and content of and requirements for financial statements required to be filed pursuant to the federal securities laws.
RFC - ReliabilityFirst Corporation, one of eight regional entities with delegated authority from NERC that work to safeguard the reliability of the bulk power systems throughout North America.
RIIO - Ofgem's framework for setting U.K. regulated gas and electric utility price controls which stands for "Revenues = Incentive + Innovation + Outputs." RIIO-1 refers to the first generation of
price controls under the RIIO framework. RIIO-ED1 refers to the RIIO regulatory price control applicable to the operators of U.K. electricity distribution networks, the duration of which is April
2015 through March 2023. RIIO-2 refers to the second generation of price controls under the RIIO framework. RIIO-ED2 refers to the second generation of the RIIO regulatory price control
applicable to the operators of U.K. electricity distribution networks, which will begin in April 2023.
Riverstone - Riverstone Holdings LLC, a Delaware limited liability company and, as of December 6, 2016, ultimate parent company of the entities that own the competitive power generation
business contributed to Talen Energy.
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RPI - retail price index, is a measure of inflation in the United Kingdom published monthly by the Office for National Statistics.
Sarbanes-Oxley - Sarbanes-Oxley Act of 2002, which sets requirements for management's assessment of internal controls for financial reporting. It also requires an independent auditor to make its
own assessment.
Scrubber - an air pollution control device that can remove particulates and/or gases (primarily sulfur dioxide) from exhaust gases.
SEC - the U.S. Securities and Exchange Commission, a U.S. government agency primarily responsible to protect investors and maintain the integrity of the securities markets.
SERC - SERC Reliability Corporation, one of eight regional entities with delegated authority from NERC that work to safeguard the reliability of the bulk power systems throughout North America.
Smart metering technology - technology that can measure, among other things, time of electricity consumption to permit offering rate incentives for usage during lower cost or demand intervals.
The use of this technology also has the potential to strengthen network reliability.
S&P - S&P Global Ratings, a credit rating agency.
Superfund - federal environmental statute that addresses remediation of contaminated sites; states also have similar statutes.
Talen Energy - Talen Energy Corporation, the Delaware corporation formed to be the publicly traded company and owner of the competitive generation assets of PPL Energy Supply and certain
affiliates of Riverstone, which as of December 6, 2016, became wholly owned by Riverstone.
Talen Energy Marketing - Talen Energy Marketing, LLC, the new name of PPL EnergyPlus subsequent to the spinoff of PPL Energy Supply.
TCJA - Tax Cuts and Jobs Act. Comprehensive U.S. federal tax legislation enacted on December 22, 2017.
Treasury Stock Method - a method applied to calculate diluted EPS that assumes any proceeds that could be obtained upon exercise of options and warrants (and their equivalents) would be used
to purchase common stock at the average market price during the relevant period.
VEBA - Voluntary Employee Beneficiary Association. A tax-exempt trust under the Internal Revenue Code Section 501(c)(9) used by employers to fund and pay eligible medical, life and similar
benefits.
VSCC - Virginia State Corporation Commission, the state agency that has jurisdiction over the regulation of Virginia corporations, including utilities.
v
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Forward-looking Information
Statements contained in this Form 10-Q concerning expectations, beliefs, plans, objectives, goals, strategies, future events or performance and underlying assumptions and other statements that are
other than statements of historical fact are "forward-looking statements" within the meaning of the federal securities laws. Although the Registrants believe that the expectations and assumptions
reflected in these statements are reasonable, there can be no assurance that these expectations will prove to be correct. Forward-looking statements are subject to many risks and uncertainties, and
actual results may differ materially from the results discussed in forward-looking statements. In addition to the specific factors discussed in each Registrant's 2019 Form 10-K and in "Item 2.
Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" in this Form 10-Q, the following are among the important factors that could cause actual results
to differ materially and adversely from the forward-looking statements:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

the COVID-19 pandemic and its impact on economic conditions and financial markets;
other pandemic health events or other catastrophic events such as fires, earthquakes, explosions, floods, droughts, tornadoes, hurricanes and other storms;
the outcome of rate cases or other cost recovery or revenue proceedings;
changes in U.S. state or federal or U.K. tax laws or regulations;
the direct or indirect effects on PPL or its subsidiaries or business systems of cyber-based intrusion or the threat of cyberattacks;
significant decreases in demand for electricity in the U.S.;
expansion of alternative and distributed sources of electricity generation and storage;
changes in foreign currency exchange rates for British pound sterling and the related impact on unrealized gains and losses on PPL's foreign currency economic hedges;
the effectiveness of our risk management programs, including foreign currency and interest rate hedging;
non-achievement by WPD of performance targets set by Ofgem;
the effect of changes in RPI on WPD's revenues and index linked debt;
developments related to the U.K.'s withdrawal from the European Union and any responses thereto;
the amount of WPD's pension deficit funding recovered in revenues after March 31, 2021, following the triennial pension review which began in March 2019 and is due to conclude at the end of
2020;
defaults by counterparties or suppliers for energy, capacity, coal, natural gas or key commodities, goods or services;
capital market conditions, including the availability of capital or credit, changes in interest rates and certain economic indices, and decisions regarding capital structure;
a material decline in the market value of PPL's equity;
significant decreases in the fair value of debt and equity securities and its impact on the value of assets in defined benefit plans, and the potential cash funding requirements if fair value declines;
interest rates and their effect on pension and retiree medical liabilities, ARO liabilities and interest payable on certain debt securities;
volatility in or the impact of other changes in financial markets and economic conditions;
the potential impact of any unrecorded commitments and liabilities of the Registrants and their subsidiaries;
new accounting requirements or new interpretations or applications of existing requirements;
changes in the corporate credit ratings or securities analyst rankings of the Registrants and their securities;
any requirement to record impairment charges pursuant to GAAP with respect to any of our significant investments;
laws or regulations to reduce emissions of GHGs or the physical effects of climate change;
continuing ability to access fuel supply for LG&E and KU, as well as the ability to recover fuel costs and environmental expenditures in a timely manner at LG&E and KU and natural gas supply
costs at LG&E;
weather and other conditions affecting generation, transmission and distribution operations, operating costs and customer energy use;
war, armed conflicts, terrorist attacks, or similar disruptive events;
changes in political, regulatory or economic conditions in states, regions or countries where the Registrants or their subsidiaries conduct business;
receipt of necessary governmental permits and approvals;
new state, federal or foreign legislation or regulatory developments;
the impact of any state, federal or foreign investigations applicable to the Registrants and their subsidiaries and the energy industry;
our ability to attract and retain qualified employees;
the effect of any business or industry restructuring;
development of new projects, markets and technologies;
performance of new ventures;
1
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•
•
•

business dispositions or acquisitions and our ability to realize expected benefits from such business transactions;
collective labor bargaining negotiations; and
the outcome of litigation against the Registrants and their subsidiaries.

Any forward-looking statements should be considered in light of these important factors and in conjunction with other documents of the Registrants on file with the SEC.
New factors that could cause actual results to differ materially from those described in forward-looking statements emerge from time to time, and it is not possible for the Registrants to predict all
such factors, or the extent to which any such factor or combination of factors may cause actual results to differ from those contained in any forward-looking statement. Any forward-looking statement
speaks only as of the date on which such statement is made, and the Registrants undertake no obligation to update the information contained in the statement to reflect subsequent developments or
information.
2
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PART I. FINANCIAL INFORMATION
ITEM 1. Financial Statements
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, except share data)

Three Months Ended March 31,
2020
Operating Revenues

$

2019

2,054

$

2,079

Operating Expenses
Operation
Fuel

163

194

Energy purchases

201

250

Other operation and maintenance

476

490

317

284

Depreciation
Taxes, other than income

80

80

Total Operating Expenses

1,237

1,298

Operating Income

817

781

Other Income (Expense) - net

125

52

Interest Expense

248

241

Income Before Income Taxes

694

592

Income Taxes

140

126

$

554

$

466

Basic

$

0.72

$

0.65

Diluted

$

0.72

$

0.64

Net Income
Earnings Per Share of Common Stock:
Net Income Available to PPL Common Shareowners:

Weighted-Average Shares of Common Stock Outstanding
(in thousands)
Basic

767,948

721,023

Diluted

768,738

729,953

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended March 31,
2020
Net income

$

2019
554

$

466

Other comprehensive income (loss):
Amounts arising during the period - gains (losses), net of tax (expense) benefit:
Foreign currency translation adjustments, net of tax of $0, $0
Qualifying derivatives, net of tax of ($2), $4

(61)

294

8

(19)

—

(3)

(3)

24

1

—

Defined benefit plans:
Net actuarial gain (loss), net of tax of $0, $1
Reclassifications from AOCI - (gains) losses, net of tax expense (benefit):
Qualifying derivatives, net of tax of $0, ($6)
Defined benefit plans:
Prior service costs, net of tax of $0, $0
Net actuarial (gain) loss, net of tax of ($12), ($5)
Total other comprehensive income (loss)
$

Comprehensive income
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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21

(8)

317

546

$

783
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)
Three Months Ended March 31,
2020

2019

Cash Flows from Operating Activities
Net income

$

554

$

466

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

317

Amortization

12

22

Defined benefit plans - (income) expense

(52)

(66)

Deferred income taxes and investment tax credits

106

89

Unrealized (gains) losses on derivatives, and other hedging activities

(57)

53

6

14

17

(3)

Stock-based compensation expense
Other

284

Change in current assets and current liabilities
Accounts receivable

(35)

(57)

Accounts payable

(63)

(94)

Unbilled revenues

68

48

Fuel, materials and supplies

13

31

Prepayments

(76)

(86)

Regulatory assets and liabilities, net

(25)

(25)

Accrued interest
Other current liabilities
Other

59

48

(95)

(72)

24

(21)

(125)

(127)

42

(20)

Other operating activities
Defined benefit plans - funding
Other assets
Other liabilities

2

Net cash provided by operating activities

(10)

692

474

Cash Flows from Investing Activities
(826)

(729)

Purchase of investments

Expenditures for property, plant and equipment

—

(55)

Proceeds from the sale of investments

—

57

Other investing activities

(7)

Net cash used in investing activities

5

(833)

(722)

Cash Flows from Financing Activities
Issuance of common stock
Payment of common stock dividends

20

22

(317)

(296)

Issuance of term loan

200

—

Net increase (decrease) in short-term debt

345

424

Other financing activities

(8)

Net cash provided by financing activities

(8)

240

Effect of Exchange Rates on Cash, Cash Equivalents and Restricted Cash

142

1

Net Increase (Decrease) in Cash, Cash Equivalents and Restricted Cash

3

100

Cash, Cash Equivalents and Restricted Cash at Beginning of Period

(103)

836

643

$

936

$

540

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

$

282

$

322

Accrued expenditures for intangible assets at March 31,

$

87

$

64

Cash, Cash Equivalents and Restricted Cash at End of Period

Supplemental Disclosures of Cash Flow Information
Significant non-cash transactions:

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

March 31,
2020

December 31,
2019

Assets
Current Assets
Cash and cash equivalents

$

915

$

815

Accounts receivable (less reserve: 2020, $62; 2019, $58)
Customer

730

687

Other

107

105

Unbilled revenues (less reserve: 2020, $3; 2019, $0)

434

504

Fuel, materials and supplies

320

332

Prepayments

155

79

Price risk management assets

193

147

Other current assets

102

98

Total Current Assets

2,956

2,767

43,109

42,709

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant
Regulated utility plant, net
Non-regulated property, plant and equipment
Less: accumulated depreciation - non-regulated property, plant and equipment
Non-regulated property, plant and equipment, net

8,212

8,055

34,897

34,654

380

357

87

109

293

248

1,645

1,580

36,835

36,482

Regulatory assets

1,477

1,492

Goodwill

3,178

3,198

Other intangibles

748

742

Pension benefit asset

603

464

Price risk management assets

166

149

Other noncurrent assets

365

386

6,537

6,431

Construction work in progress
Property, Plant and Equipment, net
Other Noncurrent Assets

Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

March 31,
2020

December 31,
2019

Liabilities and Equity
Current Liabilities
Short-term debt

$

Long-term debt due within one year

1,696

$

1,151

1,170

1,172

Accounts payable

833

956

Taxes

100

99

Interest

352

294

Dividends

319

317

Customer deposits

265

261

Regulatory liabilities

99

115

488

535

5,322

4,900

20,670

20,721

Deferred income taxes

3,217

3,088

Investment tax credits

123

124

Accrued pension obligations

500

587

Asset retirement obligations

217

212

2,557

2,572

Other current liabilities
Total Current Liabilities
Long-term Debt
Deferred Credits and Other Noncurrent Liabilities

Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

481

485

7,095

7,068

Commitments and Contingent Liabilities (Notes 7 and 10)
Equity
Common stock - $0.01 par value (a)
Additional paid-in capital
Earnings reinvested

8
12,214

5,360

5,127

Accumulated other comprehensive loss

(4,366)

(4,358)

Total Equity

13,241

12,991

$

Total Liabilities and Equity
(a)

8
12,239

1,560,000 shares authorized; 768,266 and 767,233 shares issued and outstanding at March 31, 2020 and December 31, 2019.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding (a)

December 31, 2019
Common stock issued

767,233

Additional
paid-in
capital

Common
stock

$

8

$

1,033

Accumulated
other
comprehensive
loss

Earnings
reinvested

12,214

$

5,127

$

Total

(4,358)

$

34

Stock-based compensation

12,991
34

(9)

(9)

Net income

554

Dividends and dividend equivalents (b)

554

(319)

(319)

Other comprehensive income (loss)

(8)

Adoption of financial instrument credit losses guidance
cumulative effect adjustment (Note 2), net of tax of $0

(8)

(2)

(2)

March 31, 2020

768,266

$

8

$

12,239

$

5,360

$

(4,366)

$

13,241

December 31, 2018

720,323

$

7

$

11,021

$

4,593

$

(3,964)

$

11,657

Common stock issued

1,048

32

Stock-based compensation

32

(2)

(2)

Net income

466

Dividends and dividend equivalents (b)

466

(298)

(298)

Other comprehensive income (loss)
March 31, 2019
(a)
(b)

317
721,371

$

7

$

11,051

$

4,761

Shares in thousands. Each share entitles the holder to one vote on any question presented at any shareowners' meeting.
Dividends declared per share of common stock were $0.4150 and $0.4125 at March 31, 2020 and March 31, 2019.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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$

(3,647)

317
$

12,172
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended March 31,
2020
Operating Revenues

$

2019
608

$

645

Operating Expenses
Operation
Energy purchases

144

171

Other operation and maintenance

137

150

Depreciation

98

95

Taxes, other than income

30

31

Total Operating Expenses

409

447

199

198

Other Income (Expense) - net

3

5

Interest Income from Affiliate

1

2

44

42

159

163

41

42

Operating Income

Interest Expense
Income Before Income Taxes
Income Taxes
$

Net Income (a)
(a)

Net income equals comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended March 31,
2020

2019

Cash Flows from Operating Activities
Net income

$

118

$

121

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

98

Amortization

5

5

32

16

8

(2)
(25)

Deferred income taxes and investment tax credits
Other

95

Change in current assets and current liabilities
Accounts receivable

(26)

Accounts payable

(20)

(5)

Unbilled revenues

34

13

Prepayments

(76)

(88)

Regulatory assets and liabilities, net

(11)

(15)

Taxes payable
Other

(2)

(2)

(19)

(12)

(21)

(21)

Other operating activities
Defined benefit plans - funding
Other assets

4

2

Other liabilities

8

(1)

Net cash provided by operating activities

132

81

(280)

(264)

Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Expenditures for intangible assets

(1)

Net cash used in investing activities

—

(281)

(264)

Cash Flows from Financing Activities
Payment of common stock dividends to parent

(165)

(120)

Net increase in short-term debt

85

60

Other financing activities

—

(1)

(80)

(61)

(229)

(244)

Net cash used in financing activities
Net Increase (Decrease) in Cash, Cash Equivalents and Restricted Cash
Cash, Cash Equivalents and Restricted Cash at Beginning of Period

264

Cash, Cash Equivalents and Restricted Cash at End of Period

269

$

35

$

25

$

158

$

142

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at March 31,
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

March 31,
2020

December 31,
2019

Assets
Current Assets
Cash and cash equivalents

$

33

$

262

Accounts receivable (less reserve: 2020, $31; 2019, $28)
Customer
Other
Accounts receivable from affiliates
Unbilled revenues (less reserve: 2020, $2; 2019, $0)

289

258

18

22

10

11

100

134
33

Materials and supplies

48

Prepayments

82

6

Regulatory assets

23

26

Other current assets

10

9

Total Current Assets

613

761

12,750

12,589

3,137

3,078

Regulated utility plant, net

9,613

9,511

Construction work in progress

633

597

10,246

10,108

Regulatory assets

710

726

Intangibles

264

263

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

Property, Plant and Equipment, net
Other Noncurrent Assets

Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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49

43

1,023

1,032

11,882

$

11,901
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

March 31,
2020

December 31,
2019

Liabilities and Equity
Current Liabilities
Short-term debt

$

Accounts payable

85

$

394

—
438

Accounts payable to affiliates

34

32

Taxes

11

13

Interest

48

41

Regulatory liabilities

83

96

Other current liabilities

75

93

Total Current Liabilities

730

713

3,986

3,985

Long-term Debt
Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes

1,487

1,447

Accrued pension obligations

153

179

Regulatory liabilities

595

599

Other deferred credits and noncurrent liabilities

146

146

2,381

2,371

Total Deferred Credits and Other Noncurrent Liabilities
Commitments and Contingent Liabilities (Note 10)
Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
$

Total Liabilities and Equity
(a)

170,000 shares authorized; 66,368 shares issued and outstanding at March 31, 2020 and December 31, 2019.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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364

364

3,558

3,558

863

910

4,785

4,832

11,882

$

11,901
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding
(a)
December 31, 2019

Additional
paid-in
capital

Common
stock

66,368

$

364

$

3,558

Earnings
reinvested
$

Net income
Dividends declared on common stock

910

Total
$

4,832

118

118

(165)

(165)

March 31, 2020

66,368

$

364

$

3,558

$

863

$

4,785

December 31, 2018

66,368

$

364

$

3,158

$

939

$

4,461

Net income
Dividends declared on common stock
66,368

March 31, 2019
(a)

$

364

$

Shares in thousands. All common shares of PPL Electric stock are owned by PPL.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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3,158

$

121

121

(120)

(120)

940

$

4,462
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended March 31,
2020
Operating Revenues

$

2019
825

$

845

Operating Expenses
Operation
Fuel

163

Energy purchases
Other operation and maintenance
Depreciation

194

57

79

204

214

149

123

Taxes, other than income

18

18

Total Operating Expenses

591

628

234

217

58

54

Interest Expense with Affiliate

7

7

Income Before Income Taxes

169

156

34

32

Operating Income
Interest Expense

Income Taxes
$

Net Income (a)
(a)

Net income approximates comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended March 31,
2020

2019

Cash Flows from Operating Activities
Net income

$

135

$

124

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

149

123

Amortization

4

10

Defined benefit plans - expense

5

3

Deferred income taxes and investment tax credits

31

36

Other

—

(1)

Change in current assets and current liabilities
Accounts receivable
Accounts payable
Accounts payable to affiliates
Unbilled revenues
Fuel, materials and supplies

20

8

(18)

(33)

1

7

27

21

24

29

Regulatory assets and liabilities, net

(14)

(10)

Taxes payable

(27)

(29)

Accrued interest

51

42

(37)

(15)

Defined benefit plans - funding

(23)

(21)

Expenditures for asset retirement obligations

(15)

(21)

Other assets

1

(2)

Other liabilities

6

Other
Other operating activities

Net cash provided by operating activities

(1)

320

270

Expenditures for property, plant and equipment

(255)

(278)

Net cash used in investing activities

(255)

(278)

Cash Flows from Investing Activities

Cash Flows from Financing Activities
Net increase (decrease) in notes payable with affiliate

92

74

Net decrease in short-term debt

(85)

(12)

Distributions to member

(52)

(56)

Net cash provided by (used in) financing activities
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period

(45)

6

20

(2)

27

Cash and Cash Equivalents at End of Period

24

$

47

$

22

$

78

$

88

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at March 31,
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

March 31,
2020

December 31,
2019

Assets
Current Assets
Cash and cash equivalents

$

47

$

27

Accounts receivable (less reserve: 2020, $27; 2019, $28)
Customer

246

Other

260

65

71

Unbilled revenues (less reserve: 2020, $0; 2019, $0)

137

164

Fuel, materials and supplies

226

250

Prepayments

23

30

Regulatory assets

52

41

Other current assets

—

2

Total Current Assets

796

845

14,798

14,646

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

2,401

2,356

12,397

12,290

793

794

13,190

13,084

Regulatory assets

767

766

Goodwill

996

996

Property, Plant and Equipment, net
Other Noncurrent Assets

Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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67

69

126

171

1,956

2,002

15,942

$

15,931
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CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

March 31,
2020

December 31,
2019

Liabilities and Equity
Current Liabilities
Short-term debt

$

303

$

388

Long-term debt due within one year

975

975

Notes payable with affiliates

242

150

Accounts payable

257

316

Accounts payable to affiliates

12

11

Customer deposits

64

62

Taxes

31

58

Price risk management liabilities

4

4

Regulatory liabilities

16

19

Interest

91

40

Asset retirement obligations

66

70

116

153

2,177

2,246

4,378

4,377

Other current liabilities
Total Current Liabilities
Long-term Debt
Long-term debt
Long-term debt to affiliate

650

650

5,028

5,027

Deferred income taxes

1,111

1,069

Investment tax credits

123

124

Total Long-term Debt
Deferred Credits and Other Noncurrent Liabilities

Price risk management liabilities
Accrued pension obligations
Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

25

17

184

233

151

145

1,962

1,973

155

155

3,711

3,716

5,026

4,942

Commitments and Contingent Liabilities (Notes 7 and 10)
Member's Equity
Total Liabilities and Equity

$
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Member's
Equity
December 31, 2019

$

4,942

Net income

135

Distributions to member

(52)

Other comprehensive income (loss)

1

March 31, 2020

$

5,026

December 31, 2018

$

4,723

Net income

124

Distributions to member

(56)
$

March 31, 2019
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF INCOME
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars)

Three Months Ended March 31,
2020

2019

Operating Revenues
Retail and wholesale

$

Electric revenue from affiliate

393

$

397

14

13

407

410

Fuel

74

78

Energy purchases

52

74

Energy purchases from affiliate

—

2

Other operation and maintenance

92

94

Depreciation

64

51

Taxes, other than income

10

9

Total Operating Expenses

292

308

115

102

Total Operating Revenues
Operating Expenses
Operation

Operating Income
Other Income (Expense) - net

(1)

—

Interest Expense

22

21

Income Before Income Taxes

92

81

Income Taxes

19

17

$

Net Income (a)
(a)

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

22

73
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64
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CONDENSED STATEMENTS OF CASH FLOWS
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars)

Three Months Ended March 31,
2020

2019

Cash Flows from Operating Activities
Net income

$

73

$

64

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

64

Amortization

2

51
7

Defined benefit plans - expense

1

—

Deferred income taxes and investment tax credits

1

13

Change in current assets and current liabilities
Accounts receivable

14

3

Accounts receivable from affiliates

(6)

(4)

(12)

(7)

Accounts payable
Accounts payable to affiliates

(4)

(3)

Unbilled revenues

11

13

Fuel, materials and supplies

27

32

Regulatory assets and liabilities, net

(2)

(8)

2

(12)

Taxes payable
Accrued interest

18

13

(10)

(1)

Defined benefit plans - funding

(4)

—

Expenditures for asset retirement obligations

(4)

(4)

Other assets

(1)

—

Other
Other operating activities

Other liabilities

1

—

171

157

Expenditures for property, plant and equipment

(117)

(117)

Net cash used in investing activities

(117)

(117)

Net cash provided by operating activities
Cash Flows from Investing Activities

Cash Flows from Financing Activities
Net increase in notes payable with affiliates

21

—

Net decrease in short-term debt

(79)

(10)

Payment of common stock dividends to parent

(29)

(30)

Contributions from parent

25

—

Other financing activities

—

(1)

(62)

(41)

Net cash used in financing activities
Net Decrease in Cash and Cash Equivalents

(8)

(1)

Cash and Cash Equivalents at Beginning of Period

15

10

Cash and Cash Equivalents at End of Period

$

7

$

9

$

39

$

37

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at March 31,
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED BALANCE SHEETS
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars, shares in thousands)

March 31,
2020

December 31,
2019

Assets
Current Assets
Cash and cash equivalents

$

7

$

15

Accounts receivable (less reserve: 2020, $1; 2019, $1)
Customer

115

121

40

41

Unbilled revenues (less reserve: 2020, $0; 2019, $0)

65

76

Accounts receivable from affiliates

24

18

Fuel, materials and supplies

95

122

Other

Prepayments

12

14

Regulatory assets

26

25

Other current assets

—

1

Total Current Assets

384

433

6,469

6,372

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

881

846

5,588

5,526

271

297

5,859

5,823

Regulatory assets

383

380

Goodwill

389

389

Other intangibles

40

41

Other noncurrent assets

70

67

882

877

Property, Plant and Equipment, net
Other Noncurrent Assets

Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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7,125
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7,133
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CONDENSED BALANCE SHEETS
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars, shares in thousands)

March 31,
2020

December 31,
2019

Liabilities and Equity
Current Liabilities
Short-term debt

$

Notes payable with affiliate
Accounts payable

159

$

238

21

—

141

172

Accounts payable to affiliates

27

31

Customer deposits

32

31

Taxes

35

33

Price risk management liabilities

4

4

Regulatory liabilities

1

2

Interest

33

15

Asset retirement obligations

24

24

Other current liabilities

40

47

Total Current Liabilities

517

597

2,005

2,005

Deferred income taxes

702

697

Investment tax credits

33

34

Price risk management liabilities

25

17

Asset retirement obligations

43

49

879

883

Long-term Debt
Deferred Credits and Other Noncurrent Liabilities

Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

90

89

1,772

1,769

Commitments and Contingent Liabilities (Notes 7 and 10)
Stockholder's Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
Total Liabilities and Equity
(a)

$

75,000 shares authorized; 21,294 shares issued and outstanding at March 31, 2020 and December 31, 2019.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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1,845

1,820

562

518

2,831

2,762

7,125

$

7,133
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CONDENSED STATEMENTS OF EQUITY
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding
(a)

December 31, 2019

Additional
paid-in
capital

Common
stock

21,294

$

424

$

Earnings
reinvested

1,820

$

Net income
Capital contributions from parent

Total

518

$

2,762

73

73

(29)

(29)

25

25

Cash dividends declared on common stock
March 31, 2020

21,294

$

424

$

1,845

$

562

$

2,831

December 31, 2018

21,294

$

424

$

1,795

$

468

$

2,687

Net income
Cash dividends declared on common stock
21,294

March 31, 2019
(a)

$

424

$

Shares in thousands. All common shares of LG&E stock are owned by LKE.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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1,795

$

64

64

(30)

(30)

502

$

2,721
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CONDENSED STATEMENTS OF INCOME
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Three Months Ended March 31,
2020

2019

Operating Revenues
Retail and wholesale

$

Electric revenue from affiliate
Total Operating Revenues

432

$

448

—

2

432

450

89

116

Operating Expenses
Operation
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation

5

14

13

104

108

84

72

Taxes, other than income

9

9

Total Operating Expenses

305

323

127

127

1

2

28

26

100

103

20

22

Operating Income
Other Income (Expense) - net
Interest Expense
Income Before Income Taxes
Income Taxes
$

Net Income (a)
(a)

5

Net income equals comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF CASH FLOWS
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Three Months Ended March 31,
2020

2019

Cash Flows from Operating Activities
Net income

$

80

$

81

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

84

Amortization

3

3

Deferred income taxes and investment tax credits

4

15

—

(1)

Other

72

Change in current assets and current liabilities
Accounts receivable

6

7

(2)

(16)

Accounts payable to affiliates

(3)

(1)

Unbilled revenues

16

8

Fuel, materials and supplies

(3)

(3)

(12)

(2)

Accounts payable

Regulatory assets and liabilities, net
Taxes payable

6

(3)

Accrued interest

25

22

Other

(4)

9

Other operating activities
Defined benefit plans - funding

(1)

—

(11)

(17)

Other assets

3

(2)

Other liabilities

2

2

193

174

Expenditures for property, plant and equipment

(138)

(161)

Net increase in notes receivable with affiliates

(21)

—

(159)

(161)

Expenditures for asset retirement obligations

Net cash provided by operating activities
Cash Flows from Investing Activities

Net cash used in investing activities
Cash Flows from Financing Activities
Net decrease in short-term debt

(6)

(2)

(37)

(39)

Contributions from parent

37

28

Other financing activities

—

(1)

(6)

(14)

Payment of common stock dividends to parent

Net cash used in financing activities
Net Increase (Decrease) in Cash and Cash Equivalents

28

(1)

Cash and Cash Equivalents at Beginning of Period

12

14

Cash and Cash Equivalents at End of Period

$

40

$

13

$

39

$

51

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at March 31,
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED BALANCE SHEETS
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars, shares in thousands)

March 31,
2020

December 31,
2019

Assets
Current Assets
Cash and cash equivalents

$

40

$

12

Accounts receivable (less reserve: 2020, $1; 2019, $1)
Customer

131

139

22

27

Unbilled revenues (less reserve: 2020, $0; 2019, $0)

72

88

Notes receivable from affiliate

21

—

131

128

Other

Fuel, materials and supplies
Prepayments

10

14

Regulatory assets

26

16

Other current assets

—

1

Total Current Assets

453

425

Regulated utility plant

8,315

8,262

Less: accumulated depreciation - regulated utility plant

1,516

1,507

Regulated utility plant, net

6,799

6,755

Construction work in progress

522

496

7,321

7,251

Regulatory assets

384

386

Goodwill

607

607

Property, Plant and Equipment

Property, Plant and Equipment, net
Other Noncurrent Assets

Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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114

128

1,133

1,149

8,907

$

8,825
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CONDENSED BALANCE SHEETS
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars, shares in thousands)

March 31,
2020

December 31,
2019

Liabilities and Equity
Current Liabilities
Short-term debt

$

Long-term debt due within one year

144

$

150

500

500

Accounts payable

96

121

Accounts payable to affiliates

50

52

Customer deposits

32

31

Taxes

32

26

Regulatory liabilities

15

17

Interest

45

20

Asset retirement obligations

42

46

Other current liabilities

44

51

1,000

1,014

2,124

2,123

Deferred income taxes

801

792

Investment tax credits

90

90

Total Current Liabilities
Long-term Debt
Deferred Credits and Other Noncurrent Liabilities

Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

108

96

1,083

1,090

47

46

2,129

2,114

Commitments and Contingent Liabilities (Notes 7 and 10)
Stockholder's Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
Total Liabilities and Equity
(a)

$

80,000 shares authorized; 37,818 shares issued and outstanding at March 31, 2020 and December 31, 2019.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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308

308

2,766

2,729

580

537

3,654

3,574

8,907

$

8,825
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CONDENSED STATEMENTS OF EQUITY
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding
(a)

December 31, 2019

Additional
paid-in
capital

Common
stock

37,818

$

308

$

Earnings
reinvested

2,729

$

Net income
Capital contributions from parent

Total

537

$

3,574

80

80

(37)

(37)

37

37

Cash dividends declared on common stock
March 31, 2020

37,818

$

308

$

2,766

$

580

$

3,654

December 31, 2018

37,818

$

308

$

2,661

$

473

$

3,442

Net income
Capital contributions from parent

81

(39)

(39)

28

28

Cash dividends declared on common stock
37,818

March 31, 2019
(a)

81

$

308

$

Shares in thousands. All common shares of KU stock are owned by LKE.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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2,689
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515

$

3,512
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Combined Notes to Condensed Financial Statements (Unaudited)
Index to Combined Notes to Condensed Financial Statements
The notes to the condensed financial statements that follow are a combined presentation. The following list indicates the Registrants to which the notes apply:
Registrant
PPL

PPL Electric

LKE

LG&E

KU

1. Interim Financial Statements

x

x

x

x

x

2. Summary of Significant Accounting Policies

x

x

x

x

x

3. Segment and Related Information

x

x

x

x

x

4. Revenue from Contracts with Customers

x

x

x

x

x

5. Earnings Per Share

x

6. Income Taxes

x

x

x

x

x

7. Utility Rate Regulation

x

x

x

x

x

8. Financing Activities

x

x

x

x

x

9. Defined Benefits

x

x

x

x

x

10. Commitments and Contingencies

x

x

x

x

x

x

x

x

x

11. Related Party Transactions
12. Other Income (Expense) - net

x

13. Fair Value Measurements

x

x

x

x

x

14. Derivative Instruments and Hedging Activities

x

x

x

x

x

15. Asset Retirement Obligations

x

x

x

x

16. Accumulated Other Comprehensive Income (Loss)

x

1. Interim Financial Statements
(All Registrants)
Capitalized terms and abbreviations appearing in the unaudited combined notes to condensed financial statements are defined in the glossary. Dollars are in millions, except per share data, unless
otherwise noted. The specific Registrant to which disclosures are applicable is identified in parenthetical headings in italics above the applicable disclosure or within the applicable disclosure for each
Registrants' related activities and disclosures. Within combined disclosures, amounts are disclosed for any Registrant when significant.
The accompanying unaudited condensed financial statements have been prepared in accordance with GAAP for interim financial information and with the instructions to Form 10-Q and Article 10 of
Regulation S-X and, therefore, do not include all of the information and footnote disclosures required by GAAP for complete financial statements. In the opinion of management, all adjustments
considered necessary for a fair presentation in accordance with GAAP are reflected in the condensed financial statements. All adjustments are of a normal recurring nature, except as otherwise
disclosed. Each Registrant's Balance Sheet at December 31, 2019 is derived from that Registrant's 2019 audited Balance Sheet. The financial statements and notes thereto should be read in
conjunction with the financial statements and notes contained in each Registrant's 2019 Form 10-K. The results of operations for the three months ended March 31, 2020 are not necessarily indicative
of the results to be expected for the full year ending December 31, 2020 or other future periods, because results for interim periods can be disproportionately influenced by various factors,
developments and seasonal variations.
2. Summary of Significant Accounting Policies
(All Registrants)
The following accounting policy disclosures represent updates to Note 1 in each Registrant's 2019 Form 10-K and should be read in conjunction with those disclosures.
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Restricted Cash and Cash Equivalents (PPL and PPL Electric)
Reconciliation of Cash, Cash Equivalents and Restricted Cash
The following provides a reconciliation of Cash, Cash Equivalents and Restricted Cash reported within the Balance Sheets that sum to the total of the same amounts shown on the Statements of Cash
Flows:
PPL
March 31,
2020
Cash and cash equivalents

$

Restricted cash - current (a)
Restricted cash - noncurrent (a)
$

Total Cash, Cash Equivalents and Restricted Cash
(a)

PPL Electric
December 31,
2019

915

$

March 31,
2020
815

$

December 31,
2019
33

$

262

3

3

2

2

18

18

—

—

936

$

836

$

35

$

264

Bank deposits and other cash equivalents that are restricted by agreement or that have been clearly designated for a specific purpose are classified as restricted cash. On the Balance Sheets, the current portion of restricted cash is included in
"Other current assets," while the noncurrent portion is included in "Other noncurrent assets."

Current Expected Credit Losses (All Registrants)
Financing receivable collectibility is evaluated using a combination of factors, including past due status based on contractual terms, trends in write-offs and the age of the receivable. Specific events,
such as bankruptcies, are also considered when applicable. Adjustments to the reserve for credit losses are made when necessary based on the results of analysis, the aging of receivables and
historical and industry trends. The Registrants periodically evaluate the impact of observable external factors on the collectibility of the financing receivables to determine if adjustments to the reserve
for credit losses should be made based on current conditions or reasonable and supportable forecasts.
Accounts receivable are written off in the period in which the receivable is deemed uncollectible.
(PPL and PPL Electric)
PPL Electric has identified one class of financing receivables, “accounts receivable-customer”, which includes financing receivables for all billed and unbilled sales with residential and nonresidential customers. All other financing receivables are classified as other. Within the credit loss model for the residential customer accounts receivables, customers are disaggregated based on their
projected propensity to pay, which is derived from historical trends and the current activity of the individual customer accounts. Conversely, the non-residential customer accounts receivables are not
further segmented due to the varying nature of the individual customers, which lack readily identifiable risk characteristics for disaggregation.
(PPL, LKE, LG&E and KU)
LKE, LG&E and KU have identified one class of financing receivables, “accounts receivable-customer”, which includes financing receivables for all billed and unbilled sales with customers. All
other financing receivables are classified as other.
(All Registrants)
The following table shows changes in the allowance for credit losses for the period ended March 31, 2020:
Balance at
Beginning of Period (a)

Charged to Income

Balance at
End of Period

Deductions (b)

PPL
Accounts Receivable - Customer and Unbilled Revenue

$

Other (c)

30

$

27

9

$

—

5

$

1

34
26

PPL Electric
Accounts Receivable - Customer and Unbilled Revenue

$

Other

25
1

34

$

5
—

$

2
—

$

28
1
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Balance at
Beginning of Period (a)

Charged to Income

Balance at
End of Period

Deductions (b)

LKE
Accounts Receivable - Customer and Unbilled Revenue

$

Other (c)

2

$

26

2

$

—

2

$

1

2
25

LG&E
Accounts Receivable - Customer and Unbilled Revenue

$

1

$

1

$

1

$

1

$

1

$

1

$

1

$

1

KU
Accounts Receivable - Customer and Unbilled Revenue
(a)
(b)
(c)

Reflects cumulative-effect adjustment upon adoption of current expected credit loss guidance.
Primarily related to uncollectible accounts receivable written off.
Primarily related to receivables at WKE, which are fully reserved.

(PPL, LKE, LGE and KU)
Asset
(Excluding
Investments)
- -Impairment
------- ---PPL, LKE, LG&E and KU review goodwill for impairment at the reporting unit level annually or more frequently when events or circumstances indicate that the carrying amount of a reporting unit
may be greater than the unit's fair value. PPL's, LKE's, LG&E's and KU's reporting units are primarily at the operating segment level.
PPL, LKE, LG&E and KU considered whether the economic events associated with COVID-19, which resulted in PPL’s shares experiencing volatility and a decrease in market value, would more
likely than not reduce the fair value of the Registrants’ reporting units below their carrying amounts. See "Risks and Uncertainties" in Note 10 for additional information about COVID-19. Based on
our assessment, a quantitative impairment test was not required for the LKE, LG&E and KU reporting units, but was required for the U.K. Regulated segment reporting unit, the allocated goodwill of
which was $2.5 billion at March 31, 2020. The test did not indicate impairment of the reporting unit.
Although goodwill was not determined to be impaired at March 31, 2020, it is possible that an impairment charge could occur in future periods if PPL’s share price or any of the assumptions used in
determining fair value of the reporting units are negatively impacted.
New Accounting Guidance Adopted
(All Registrants)
Accounting for Financial Instrument Credit Losses
Effective January 1, 2020, the Registrants adopted accounting guidance, using a modified retrospective approach, that requires the use of a current expected credit loss (CECL) model for the
measurement of credit losses on financial instruments within the scope of the guidance, which includes accounts receivable. The CECL model requires an entity to measure credit losses using
historical information, current information and reasonable and supportable forecasts of future events, rather than the incurred loss impairment model required under previous GAAP. The adoption of
this guidance did not have a material impact on the Registrants.
Accounting for Implementation Costs in a Cloud Computing Service Arrangement
Effective January 1, 2020, the Registrants prospectively adopted accounting guidance that requires a customer in a cloud computing hosting arrangement that is a service contract to capitalize
implementation costs consistent with internal-use software guidance for non-service arrangements. The guidance requires these capitalized implementation costs to be amortized over the term of the
hosting arrangement to the statement of income line item where the service arrangement costs are recorded. The guidance also prescribes the financial statement classification of the capitalized
implementation costs and cash flows associated with the arrangement. The adoption of this guidance did not have a material impact on the Registrants.
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(PPL, LKE, LG&E and KU)
Simplifying
Goodwill
- - - -the-Test
- -for
-- - -Impairment
Effective January 1, 2020, the Registrants adopted accounting guidance that simplifies the test for goodwill impairment by eliminating the second step of the quantitative test. The second step of the
quantitative test required a calculation of the implied fair value of goodwill, which was determined in the same manner as the amount of goodwill in a business combination. Under the new guidance,
the fair value of a reporting unit will be compared with the carrying value and an impairment charge will be recognized if the carrying amount exceeds the fair value of the reporting unit. The
adoption of this guidance did not have a material impact on the Registrants.
3. Segment and Related Information
(PPL)
See Note 2 in PPL's 2019 Form 10-K for a discussion of reportable segments and related information.
Income Statement data for the segments and reconciliation to PPL's consolidated results for the period ended March 31 are as follows:
Three Months
2020

2019

Operating Revenues from external customers
U.K. Regulated

$

614

$

583

Kentucky Regulated

825

845

Pennsylvania Regulated

608

645

Corporate and Other

7

Total

6

$

2,054

$

2,079

$

340

$

264

Net Income
U.K. Regulated (a)
Kentucky Regulated

127

117

Pennsylvania Regulated

118

121

Corporate and Other

(31)
$

Total
(a)

554

(36)
$

466

Includes unrealized gains and losses from hedging foreign currency economic activity. See Note 14 for additional information.

The following provides Balance Sheet data for the segments and reconciliation to PPL's consolidated Balance Sheets as of:
March 31,
2020

December 31,
2019

Assets
U.K. Regulated (a) (b)

$

$

17,622

15,608

15,597

Pennsylvania Regulated

11,898

11,918

Corporate and Other (c)

904
$

Total

(a)
(b)
(c)

17,918

Kentucky Regulated

46,328

543
$

45,680

Includes $13.3 billion and $13.2 billion of net PP&E as of March 31, 2020 and December 31, 2019. WPD is not subject to accounting for the effects of certain types of regulation as prescribed by GAAP.
Includes $2.5 billion of goodwill as of March 31, 2020 and December 31, 2019.
Primarily consists of unallocated items, including cash, PP&E, goodwill, the elimination of inter-segment transactions as well as the assets of Safari Energy.

(PPL Electric, LKE, LG&E and KU)
PPL Electric has two operating segments, distribution and transmission, which are aggregated into a single reportable segment. LKE, LG&E and KU are individually single operating and reportable
segments.
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4. Revenue from Contracts with Customers
(All Registrants)
See Note 3 in PPL's 2019 Form 10-K for a discussion of the principal activities from which the Registrants and PPL’s segments generate their revenues.
The following tables reconcile "Operating Revenues" included in each Registrant's Statement of Income with revenues generated from contracts with customers for the period ended March 31.
2020 Three Months
PPL
Operating Revenues (a)

$

PPL Electric
2,054

$

LKE
608

$

LG&E
825

$

KU
407

$

432

Revenues derived from:
Alternative revenue programs (b)
Other (c)
Revenues from Contracts with Customers

$

(3)

—

(3)

(3)

(10)

(2)

(6)

(3)

2,041

$

606

$

816

$

401

—
(3)
$

429

2019 Three Months
PPL
Operating Revenues (a)

$

PPL Electric
2,079

$

LKE
645

$

LG&E
845

$

KU
410

$

450

Revenues derived from:
Alternative revenue programs (b)
Other (c)
Revenues from Contracts with Customers
(a)
(b)
(c)

$

(6)

(4)

(2)

(2)

(10)

(3)

(4)

(1)

2,063

$

638

$

839

$

407

—
(3)
$

447

PPL includes $614 million and $583 million of revenues from external customers reported by the U.K. Regulated segment for the three months ended March 31, 2020 and 2019. PPL Electric and LKE represent revenues from external
customers reported by the Pennsylvania Regulated and Kentucky Regulated segments. See Note 3 for additional information.
Alternative revenue programs include the transmission formula rate for PPL Electric, the ECR and DSM programs for LG&E and KU, the GLT program for LG&E, and the generation formula rate for KU. This line item shows the over/under
collection of these rate mechanisms with over-collections of revenue shown as positive amounts in the table above and under-collections shown as negative amounts.
Represents additional revenues outside the scope of revenues from contracts with customers, such as leases and other miscellaneous revenues.

The following tables show revenues from contracts with customers disaggregated by customer class for the periods ended March 31.
2020 Three Months
PPL (d)
Licensed energy suppliers (a)

$

PPL Electric (d)
583

$

LKE
—

$

LG&E
—

$

KU
—

$

—

Residential

714

344

370

187

183

Commercial

312

81

231

124

107

Industrial

144

8

136

45

91

Other (b)

116

14

66

28

38

Wholesale - municipality

5

—

5

—

5

Wholesale - other (c)

8

—

8

17

5

159

159

—

—

—

Transmission
Revenues from Contracts with Customers

$

2,041

37

$

606

$

816

$

401

$

429
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2019 Three Months
PPL
Licensed energy suppliers (a)

$

PPL Electric
556

$

LKE
—

$

LG&E
—

$

KU
—

$

—

Residential

778

407

371

189

182

Commercial

319

95

224

121

103

Industrial

150

17

133

44

89

Other (b)

114

14

70

33

37

Wholesale - municipality

28

—

28

—

28

Wholesale - other (c)

13

—

13

20

8

105

105

—

—

—

Transmission
Revenues from Contracts with Customers
(a)
(b)
(c)
(d)

$

2,063

$

638

$

839

$

407

$

447

Represents customers of WPD.
Primarily includes revenues from pole attachments, street lighting, other public authorities and other non-core businesses.
Includes wholesale power and transmission revenues. LG&E and KU amounts include intercompany power sales and transmission revenues, which are eliminated upon consolidation at LKE.
In the fourth quarter of 2019, management deemed it appropriate to present the revenue offset associated with network integration transmission service (NITS) as distribution revenue rather than transmission revenue.

As discussed in Note 2 in PPL's 2019 Form 10-K, PPL segments its business by geographic location. Revenues from external customers for each segment/geographic location are reconciled to
revenues from contracts with customers in the footnotes to the tables above. PPL Electric's revenues from contracts with customers are further disaggregated by distribution and transmission, which
were $447 million and $159 million for the three months ended March 31, 2020 and $533 million and $105 million for the three months ended March 31, 2019.
Contract receivables from customers are primarily included in "Accounts receivable - Customer" and "Unbilled revenues" on the Balance Sheets.
The following table shows the accounts receivable and unbilled revenues balances that were impaired for the period ended March 31.
Three Months
2020
PPL

$

2019
8

$

9

PPL Electric

4

6

LKE

2

2

LG&E

1

1

KU

1

1

The following table shows the balances and certain activity of contract liabilities resulting from contracts with customers.
PPL
Contract liabilities at December 31, 2019

$

Contract liabilities at March 31, 2020
Revenue recognized during the three months ended March 31, 2020 that was included in the contract
liability balance at December 31, 2019

Contract liabilities at December 31, 2018
Contract liabilities at March 31, 2019
Revenue recognized during the three months ended March 31, 2019 that was included in the contract
liability balance at December 31, 2018

$

PPL Electric
44

$

LKE
21

$

LG&E
9

$

KU
5

$

4

42

15

14

10

4

23

8

9

5

4

42

$

23

$

9

$

5

$

4

37

14

7

4

3

25

11

9

5

4

Contract liabilities result from recording contractual billings in advance for customer attachments to the Registrants' infrastructure and payments received in excess of revenues earned to date.
Advanced billings for customer attachments are recognized as revenue ratably over the billing period. Payments received in excess of revenues earned to date are recognized as revenue as services are
delivered in subsequent periods.
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At March 31, 2020, PPL had $32 million of performance obligations attributable to Corporate and Other that have not been satisfied. Of this amount, PPL expects to recognize approximately $28
million within the next 12 months.
5. Earnings Per Share
(PPL)
Basic EPS is computed by dividing income available to PPL common shareowners by the weighted-average number of common shares outstanding during the applicable period. Diluted EPS is
computed by dividing income available to PPL common shareowners by the weighted-average number of common shares outstanding, increased by incremental shares that would be outstanding if
potentially dilutive non-participating securities were converted to common shares as calculated using the Treasury Stock Method. Incremental non-participating securities that have a dilutive impact
are detailed in the table below. These dilutive securities include the PPL common stock forward sale agreements, which were settled in 2019. The forward sale agreements were dilutive under the
Treasury Stock Method to the extent the average stock price of PPL's common shares exceeded the forward sale price prescribed in the agreements.
Reconciliations of the amounts of income and shares of PPL common stock (in thousands) for the period ended March 31 used in the EPS calculation are:
Three Months
2020

2019

Income (Numerator)
Net income

$

554

Less amounts allocated to participating securities

$

466

$

466

1
$

Net income available to PPL common shareowners - Basic and Diluted

553

—

Shares of Common Stock (Denominator)
Weighted-average shares - Basic EPS

767,948

721,023

790

1,023

Add incremental non-participating securities:
Share-based payment awards
Forward sale agreements
Weighted-average shares - Diluted EPS

—

7,907

768,738

729,953

Basic EPS
Net Income available to PPL common shareowners

$

0.72

$

0.65

$

0.72

$

0.64

Diluted EPS
Net Income available to PPL common shareowners

For the period ended March 31, PPL issued common stock related to stock-based compensation plans and the DRIP as follows (in thousands):
Three Months
2020

2019

Stock-based compensation plans

598

590

DRIP

434

458

For the period ended March 31, the following shares (in thousands) were excluded from the computations of diluted EPS because the effect would have been antidilutive.
Three Months
2020
Stock-based compensation awards

2019
250

39

—
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6. Income Taxes
Reconciliations of income tax expense (benefit) for the period ended March 31 are as follows.
(PPL)
Three Months
2020
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

2019
146

$

124

Increase (decrease) due to:
State income taxes, net of federal income tax benefit

13

Valuation allowance adjustments

13

6

7

Impact of lower U.K. income tax rates

(11)

(8)

Amortization of excess deferred federal and state income taxes

(11)

(11)

(3)

1

Other
Total increase (decrease)

(6)
$

Total income tax expense (benefit)

140

2
$

126

(PPL Electric)
Three Months
2020
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

2019
33

$

34

Increase (decrease) due to:
State income taxes, net of federal income tax benefit

13

13

Amortization of excess deferred income taxes

(3)

(4)

Other

(2)

(1)

Total increase (decrease)

8
$

Total income tax expense (benefit)

41

8
$

42

(LKE)
Three Months
2020
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

2019
35

$

33

Increase (decrease) due to:
State income taxes, net of federal income tax benefit

7

6

Amortization of excess deferred federal and state income taxes

(7)

(6)

Other

(1)

(1)

Total increase (decrease)

(1)
$

Total income tax expense (benefit)

34

(1)
$

32

(LG&E)
Three Months
2020
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

2019
19

$

17

Increase (decrease) due to:
State income taxes, net of federal income tax benefit
Amortization of excess deferred federal and state income taxes
Other
Total increase (decrease)

4

3

(3)

(3)

(1)

—

—
$

Total income tax expense (benefit)

40

19

—
$

17
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(KU)
Three Months
2020
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

2019
21

$

22

Increase (decrease) due to:
State income taxes, net of federal income tax benefit

4

4

Amortization of excess deferred federal and state income taxes

(4)

(3)

Other

(1)

(1)

(1)

—

Total increase (decrease)
$

Total income tax expense (benefit)

20

$

22

Other
2020 TCJA Regulatory Update (All Registrants)
The IRS issued proposed regulations for certain provisions of the TCJA in 2018, including rules relating to limitations on interest deductibility. These proposed regulations were issued in November
2018 and should not apply to the Registrants until the year in which the regulations are issued in final form, which is expected to be in 2020. It is uncertain what form the final regulations will take
and, therefore, the Registrants cannot predict what impact the final regulations will have on the tax deductibility of interest expense. However, if the proposed regulations were issued as final in their
current form, the Registrants could have a limitation on a portion of their interest expense deduction for tax purposes and such limitation could be significant. PPL expressed its views on these
proposed regulations in a comment letter addressed to the IRS on February 26, 2019.
7. Utility Rate Regulation
(All Registrants)
The following table provides information about the regulatory assets and liabilities of cost-based rate-regulated utility operations.
PPL
March 31,
2020

PPL Electric
December 31,
2019

March 31,
2020

December 31,
2019

Current Regulatory Assets:
Plant outage costs

$

44

$

32

$

—

$

—

Gas supply clause

5

8

—

—

Smart meter rider

15

13

15

13

Transmission formula rate

—

—

3

3

5

10

5

10

Transmission service charge
Other

6

Total current regulatory assets (a)

4

—

—

$

75

$

67

$

23

$

26

$

788

$

800

$

460

$

467

Noncurrent Regulatory Assets:
Defined benefit plans
Storm costs

34

39

12

15

Unamortized loss on debt

37

41

15

18

Interest rate swaps

29

22

—

—

Terminated interest rate swaps

80

81

—

—

Accumulated cost of removal of utility plant

222

220

222

220

AROs

282

279

—

—

—

6

—

6

5

4

1

—

Act 129 compliance rider
Other
$

Total noncurrent regulatory assets

41

1,477

$

1,492

$

710

$

726
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PPL
March 31,
2020

PPL Electric
December 31,
2019

March 31,
2020

December 31,
2019

Current Regulatory Liabilities:
Generation supply charge

$

24

$

23

$

24

$

23

Environmental cost recovery

4

5

—

Universal service rider

5

9

5

—
9

Fuel adjustment clause

6

8

—

—

TCJA customer refund

59

46

61

46

Storm damage expense rider

8

5

8

5

Other

6

4

—

—

Total current regulatory liabilities

$

99

$

115

$

83

$

96

$

640

$

640

$

—

$

—

Noncurrent Regulatory Liabilities:
Accumulated cost of removal of utility plant
Power purchase agreement - OVEC
Net deferred taxes

49

51

—

—

1,739

1,756

580

588

Defined benefit plans

53

51

13

11

Terminated interest rate swaps

68

68

—

—

Act 129 compliance rider

—

—

2

—

8

6

—

Other
$

Total noncurrent regulatory liabilities

2,557

LKE
March 31,
2020

$

2,572

$

595

LG&E
December 31,
2019

March 31,
2020

—
$

599

KU
December 31,
2019

March 31,
2020

December 31,
2019

Current Regulatory Assets:
Plant outage costs

$

44

$

32

$

18

$

16

$

26

Gas supply clause

5

8

5

8

—

Other

3

1

3

1

—

Total current regulatory assets

$

16
—
—

$

52

$

41

$

26

$

25

$

26

$

16

$

328

$

333

$

202

$

206

$

126

$

127

Noncurrent Regulatory Assets:
Defined benefit plans
Storm costs

22

24

14

14

8

Unamortized loss on debt

22

23

13

14

9

9

Interest rate swaps

29

22

29

22

—

—

80

81

47

47

33

34

282

279

77

76

205

203

Terminated interest rate swaps
AROs
Other
Total noncurrent regulatory assets

4
$

767

4
$

766

42

1
$

383

1
$

380

10

3
$

384

3
$

386
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LKE
March 31,
2020

LG&E
December 31,
2019

March 31,
2020

KU
December 31,
2019

March 31,
2020

December 31,
2019

Current Regulatory Liabilities:
Environmental cost recovery

$

4

$

5

$

—

$

1

$

4

$

4

Demand side management

2

3

1

1

1

2

Fuel adjustment clause

6

8

—

—

6

8

Other

4

3

—

—

4

3

Total current regulatory liabilities

$

16

$

19

$

1

$

2

$

15

$

17

Noncurrent Regulatory Liabilities:
Accumulated cost of removal
of utility plant

$

640

$

640

$

267

$

266

$

373

$

374

Power purchase agreement - OVEC

49

51

34

35

15

16

1,159

1,168

540

544

619

624

Defined benefit plans

40

40

—

—

40

40

Terminated interest rate swaps

68

68

34

34

34

34

6

6

4

4

2

Net deferred taxes

Other
Total noncurrent regulatory liabilities
(a)

$

1,962

$

1,973

$

879

$

883

$

1,083

2
$

1,090

For PPL, these amounts are included in "Other current assets" on the Balance Sheets.

Regulatory Matters
Kentucky Activities
ECR Filings (PPL, LKE, LG&E and KU)
On March 31, 2020, LG&E and KU submitted applications to the KPSC for ECR rate treatment regarding upcoming environmental construction projects relating to the EPA's regulations addressing
ELGs. The construction projects are expected to begin in 2020 and continue through 2024 and are estimated to cost approximately $405 million ($153 million at LG&E and $252 million at KU). The
applications request an authorized 9.725% return on equity with respect to LG&E's and KU's ECR mechanisms consistent with the 2018 Kentucky rate cases approved in April 2019. Decisions on the
applications are currently expected in September 2020.
Pennsylvania Activities
Act 129 (PPL and PPL Electric)
The Pennsylvania Public Utility Code requires electric distribution companies, including PPL Electric, to act as a DSP, which provides electricity generation supply service to customers pursuant to a
PUC-approved default service procurement plan. The DSP is able to recover the costs associated with its default service procurement plan.
In March 2020, PPL Electric filed a Petition for Approval of a new default service program and procurement plan with the PUC for the period June 1, 2021 through May 31, 2025. This proceeding
remains pending before the PUC. PPL Electric cannot predict the outcome of this proceeding.
Federal Matters
FERC Transmission Rate Filing
(PPL, LKE, LG&E and KU)
In 2018, LG&E and KU applied to the FERC requesting elimination of certain on-going credits to a sub-set of transmission customers relating to the 1998 merger of LG&E's and KU's parent entities
and the 2006 withdrawal of LG&E and KU from the Midcontinent Independent System Operator, Inc. (MISO), a regional transmission operator and energy market. The application seeks termination
of LG&E's and KU's commitment to provide certain Kentucky municipalities mitigation for certain
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horizontal market power concerns arising out of the 1998 LG&E and KU merger and 2006 MISO withdrawal. The amounts at issue are generally waivers or credits granted to a limited number of
Kentucky municipalities for either certain LG&E and KU or MISO transmission charges incurred for transmission service received. Due to the development of robust, accessible energy markets over
time, LG&E and KU believe the mitigation commitments are no longer relevant or appropriate. In March 2019, the FERC granted LG&E's and KU's request to remove the ongoing credits,
conditioned upon the implementation by LG&E and KU of a transition mechanism for certain existing power supply arrangements, subject to FERC review and approval. In July 2019, LG&E and
KU proposed their transition mechanism to the FERC and in September 2019, the FERC rejected the proposed transition mechanism and issued a separate order providing clarifications of certain
aspects of the March order. In October 2019, LG&E and KU filed requests for rehearing and clarification on the two September orders. In November 2019, the FERC granted LG&E and KU's and
other parties' rehearing requests. Additionally, certain petitions for review of FERC's orders have been filed by multiple parties, including LG&E and KU, at the D.C. Circuit Court of Appeals. LG&E
and KU cannot predict the outcome of the proceedings. In February 2020, the D.C. Circuit Court of Appeals issued an order holding the various appeals in abeyance pending the FERC's rehearing
process. LG&E and KU currently receive recovery of waivers and credits provided through other rate mechanisms.
(PPL and PPL Electric)
In April 2020, PPL Electric filed its annual transmission formula rate update with the FERC, reflecting a revised revenue requirement that will take effect in June 2020.
Other
Purchase of Receivables Program (PPL and PPL Electric)
In accordance with a PUC-approved purchase of accounts receivable program, PPL Electric purchases certain accounts receivable from alternative electricity suppliers at a discount, which reflects a
provision for credit losses. The alternative electricity suppliers have no continuing involvement or interest in the purchased accounts receivable. Accounts receivable that are acquired are initially
recorded at fair value on the date of acquisition. During the three months ended March 31, 2020 and 2019, PPL Electric purchased $311 million and $348 million of accounts receivable from alternate
suppliers.
8. Financing Activities
Credit Arrangements and Short-term Debt
(All Registrants)
The Registrants maintain credit facilities to enhance liquidity, provide credit support and act as a backstop to commercial paper programs. For reporting purposes, on a consolidated basis, the credit
facilities and commercial paper programs of PPL Electric, LKE, LG&E and KU also apply to PPL and the credit facilities and commercial paper programs of LG&E and KU also apply to LKE. The
amounts listed in the borrowed column below are recorded as "Short-term debt" on the Balance Sheets. The following credit facilities were in place at:
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March 31, 2020

Expiration
Date

Capacity

December 31, 2019
Letters of
Credit
and
Commercial
Paper
Issued

Borrowed

Unused
Capacity

Letters of
Credit
and
Commercial
Paper
Issued

Borrowed

PPL
U.K.
WPD plc
Syndicated Credit Facility (a)

Jan. 2023

£

210

£

156

£

—

£

56

£

155

£

—

WPD (South West)
Syndicated Credit Facility (b)

July 2021

245

—

—

245

40

—

July 2021

300

—

—

300

—

—

July 2021

300

54

—

246

48

—

100

—

4

96

—

WPD (East Midlands)
Syndicated Credit Facility
WPD (West Midlands)
Syndicated Credit Facility (c)
Uncommitted Credit Facilities
Total U.K. Credit Facilities (d)

4

£

1,155

£

210

£

4

£

943

£

243

£

4

$

1,450

$

575

$

180

$

695

$

—

$

450

U.S.
PPL Capital Funding (e)
Syndicated Credit Facility

Jan. 2024

Term Loan Credit Facility

Mar. 2021

200

200

—

—

—

—

Bilateral Credit Facility

Mar. 2021

50

50

—

—

—

—

Bilateral Credit Facility

Mar. 2021

50

34

15

1

—

15

$

1,750

$

859

$

195

$

696

$

—

$

465

Jan. 2024

$

650

$

85

$

1

$

564

$

—

$

1

Jan. 2024

$

500

$

100

$

59

$

341

$

—

$

238

$

500

$

100

$

59

$

341

$

—

$

238

$

400

$

100

$

44

$

256

$

—

$

150

$

400

$

100

$

44

$

256

$

—

$

150

Total PPL Capital Funding Credit Facilities

PPL Electric
Syndicated Credit Facility (f)
LG&E
Syndicated Credit Facility (g)
Total LG&E Credit Facilities
KU
Syndicated Credit Facility (g)
Total KU Credit Facilities
(a)
(b)
(c)
(d)
(e)
(f)
(g)

Jan. 2024

The amounts borrowed at March 31, 2020 and December 31, 2019 were USD-denominated borrowings of $200 million for both periods, which bore interest at 2.43% and 2.52%. The interest rates on the borrowings are equal to one-month
USD LIBOR plus a spread. The unused capacity reflects the amounts borrowed in GBP of £154 million as of the date borrowed.
The amount borrowed at December 31, 2019 was GBP-denominated borrowings which equated to $51 million and bore interest at 1.09%.
The amount borrowed at March 31, 2020 and December 31, 2019 were GBP-denominated borrowings which equated to $69 million and $62 million and bore interest at 1.11%. The interest rates on the borrowings are equal to one-month GBP
LIBOR plus a margin.
At March 31, 2020, the unused capacity under the U.K. credit facilities was $1.2 billion.
The interest rates on the borrowings are based on one-month LIBOR plus a spread, which resulted in a weighted-average rate of 1.97% at March 31, 2020.
The interest rate on the borrowing is equal to one-month LIBOR plus a spread, which was 1.96% at March 31, 2020.
The interest rates on the borrowings are equal to one-month LIBOR plus a spread, which were 1.81% at March 31, 2020.

(PPL)
In March 2020, PPL Capital Funding entered into a $200 million term loan credit facility expiring in March 2021 and borrowed the full principal amount under the facility at an initial interest rate of
1.96%. The applicable interest rate on borrowings fluctuates periodically and is based on LIBOR plus a spread. The proceeds were used to repay short-term debt and for general corporate purposes.
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On April 1, 2020, PPL Capital Funding entered into a $100 million term loan credit facility expiring in March 2021 and borrowed the full principal amount under the facility at an initial interest rate
of 1.73%. The applicable interest rate on borrowings fluctuates periodically and is based on LIBOR plus a spread. The proceeds will be used to repay short-term debt and for general corporate
purposes.
PPL has guaranteed PPL Capital Funding's obligations under these credit agreements.
(All Registrants)
PPL, PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund short-term liquidity needs. Commercial paper issuances, included in "Shortterm debt" on the Balance Sheets, are supported by the respective Registrant's credit facilities. The following commercial paper programs were in place at:
March 31, 2020
Weighted Average
Interest Rate
PPL Capital Funding

1.91%

Capacity
$

PPL Electric
LG&E

1.71%

KU

1.65%

Total

1,500

$

Weighted Average
Interest Rate

Unused
Capacity
180

$

1,320

2.13%

650

—

650

350

59

291

2.07%

306

2.02%

350
$

December 31, 2019
Commercial
Paper
Issuances

2,850

44
$

283

$

2,567

Commercial
Paper
Issuances
$

450
—
238
150

$

838

(PPL Electric, LKE, LG&E, and KU)
See Note 11 for discussion of intercompany borrowings.
Long-term Debt
(PPL)
On April 1, 2020, PPL Capital Funding entered into a $100 million term loan credit facility expiring in March 2022 and borrowed the full principal amount under the facility at an initial interest rate
of 1.72%. The applicable interest rate on borrowings fluctuates periodically and is based on LIBOR plus a spread. The proceeds will be used to repay short-term debt and for general corporate
purposes.
On April 1, 2020, PPL Capital Funding issued $1 billion of 4.125% Senior Notes due 2030. PPL Capital Funding received proceeds of $993 million, net of a discount and underwriting fees, which
will be used to repay short-term debt and for general corporate purposes.
PPL has guaranteed PPL Capital Funding's obligations under the credit agreement and notes.
Equity Securities
ATM Program
In February 2018, PPL entered into an equity distribution agreement, pursuant to which PPL may sell, from time to time, up to an aggregate of $1.0 billion of its common stock through an at-themarket offering program, including a forward sales component. The compensation paid to the selling agents by PPL may be up to 2% of the gross offering proceeds of the shares. There were no
issuances under the ATM program for the three months ended March 31, 2020.
Distributions
In February 2020, PPL declared a quarterly common stock dividend, payable April 1, 2020, of 41.50 cents per share (equivalent to $1.66 per annum). Future dividends, declared at the discretion of
the Board of Directors, will depend upon future earnings, cash flows, financial and legal requirements and other factors.
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9. Defined Benefits
(PPL, LKE and LG&E)
Certain net periodic defined benefit costs are applied to accounts that are further distributed among capital, expense, regulatory assets and regulatory liabilities, including certain costs allocated to
applicable subsidiaries for plans sponsored by PPL Services and LKE. Following are the net periodic defined benefit costs (credits) of the plans sponsored by PPL and its subsidiaries, LKE, and
LG&E for the periods ended March 31:
Pension Benefits
Three Months
U.S.
2020

U.K.
2019

2020

2019

PPL
Service cost

$

Interest cost
Expected return on plan assets

13

$

13

$

23

$

17

38

41

36

47

(60)

(61)

(158)

(148)

—

Amortization of:
Prior service cost
Actuarial loss
Net periodic defined benefit costs (credits) before settlements
Settlements

2

2

—

20

13

54

24

13

8

(45)

(60)

—
$

Net periodic defined benefit costs (credits)

13

1
$

9

—
$

—

(45)

$

(60)

Pension Benefits
Three Months
2020

2019

LKE
Service cost

$

5

Interest cost

$

6

16

16

(24)

(25)

Prior service cost

2

2

Actuarial loss (a)

9

Expected return on plan assets
Amortization of:

$

Net periodic defined benefit costs

(a)

8

4
$

3

As a result of treatment approved by the KPSC, the difference between actuarial loss calculated in accordance with LKE's accounting policy and actuarial loss calculated using a 15-year amortization period was $3 million for the three months
ended March 31, 2020 and not significant for the three months ended March 31, 2019. This difference is recorded as a regulatory asset.

Pension Benefits
Three Months
2019 (a)
LG&E
Interest cost
Expected return on plan assets
Amortization of:

$

Prior service cost

1

Actuarial loss

2
$

Net periodic defined benefit costs
(a)

3
(6)

The pension plans sponsored by LKE and LG&E were merged effective January 1, 2020 into the LG&E and KU Pension Plan, sponsored by LKE
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Other Postretirement Benefits
Three Months
2020

2019

PPL
Service cost

$

2

Interest cost
Expected return on plan assets
Net periodic defined benefit costs

$

1

5

6

(5)

(5)

$

2

$

2

$

1

$

1

LKE
Service cost
Interest cost
Expected return on plan assets
$

Net periodic defined benefit costs

2

2

(2)

(2)

1

$

1

(PPL Electric, LG&E and KU)
PPL Electric is allocated costs of defined benefit plans sponsored by PPL Services and LG&E and KU are allocated costs of defined benefit plans sponsored by LKE. LG&E and KU are also
allocated costs of defined benefit plans from LKS for defined benefit plans sponsored by LKE. See Note 11 for additional information on costs allocated to LG&E and KU from LKS. These
allocations are based on participation in those plans, which management believes are reasonable. For the periods ended March 31, PPL Services allocated the following net periodic defined benefit
costs to PPL Electric, and LKE allocated the following net periodic defined benefit costs to LG&E and KU:
Three Months
2020
PPL Electric

$

2019
3

$

3

LG&E (a)

3

1

KU

1

—

(a)

Allocations to LG&E increased in 2020 primarily due to the merger of plans sponsored by LKE and LG&E effective January 1, 2020 into the LG&E and KU Pension Plan.

(All Registrants)
The non-service cost components of net periodic defined benefit costs (credits) (interest cost, expected return on plan assets, amortization of prior service cost and amortization of actuarial gain and
loss) are presented in "Other Income (Expense) - net" on the Statements of Income. See Note 12 for additional information.
10. Commitments and Contingencies
Legal Matters
(All Registrants)
PPL and its subsidiaries are involved in legal proceedings, claims and litigation in the ordinary course of business. PPL and its subsidiaries cannot predict the outcome of such matters, or whether
such matters may result in material liabilities, unless otherwise noted.
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Talen Litigation (PPL)
Background
In September 2013, one of PPL's former subsidiaries, PPL Montana entered into an agreement to sell its hydroelectric generating facilities. In June 2014, PPL and PPL Energy Supply, the parent
company of PPL Montana, entered into various definitive agreements with affiliates of Riverstone to spin off PPL Energy Supply and ultimately combine it with Riverstone's competitive power
generation businesses to form a stand-alone company named Talen Energy. In November 2014, after executing the spinoff agreements but prior to the closing of the spinoff transaction, PPL Montana
closed the sale of its hydroelectric generating facilities. Subsequently, on June 1, 2015, the spinoff of PPL Energy Supply was completed. Following the spinoff transaction, PPL had no continuing
ownership interest in or control of PPL Energy Supply. In connection with the spinoff transaction, PPL Montana became Talen Montana, LLC (Talen Montana), a subsidiary of Talen Energy. Talen
Energy Marketing also became a subsidiary of Talen Energy as a result of the June 2015 spinoff of PPL Energy Supply. Talen Energy has owned and operated both Talen Montana and Talen Energy
Marketing since the spinoff. At the time of the spinoff, affiliates of Riverstone acquired a 35% ownership interest in Talen Energy. Riverstone subsequently acquired the remaining interests in Talen
Energy in a take private transaction in December 2016.
Talen Montana, LLC v. PPL Corporation et al.
On October 29, 2018, Talen Montana filed a complaint against PPL and certain of its affiliates and current and former officers and directors in the First Judicial District of the State of Montana, Lewis
& Clark County (Talen Direct Action). Talen Montana alleges that in November 2014, PPL and certain officers and directors improperly distributed to PPL's subsidiaries $733 million of the proceeds
from the sale of Talen Montana's (then PPL Montana's) hydroelectric generating facilities, rendering PPL Montana insolvent. The complaint includes claims for, among other things, breach of
fiduciary duty; aiding and abetting breach of fiduciary duty; breach of an LLC agreement; breach of the implied duty of good faith and fair dealing; tortious interference; negligent misrepresentation;
and constructive fraud. Talen Montana is seeking unspecified damages, including punitive damages, and other relief. In December 2018, PPL moved to dismiss the Talen Direct Action for lack of
jurisdiction and, in the alternative, to dismiss because Delaware is the appropriate forum to decide this case. In January 2019, Talen Montana dismissed without prejudice all current and former PPL
Corporation directors from the case. The parties engaged in limited jurisdictional discovery, and the Court heard oral argument regarding the PPL parties' motion to dismiss on August 22, 2019. On
December 4, 2019, the Court granted PPL's motion to dismiss and on December 26, 2019, a judgment dismissing all claims against all defendants with prejudice was signed by the Court. No appeal
was filed and this matter is now concluded.
Talen Montana Retirement Plan and Talen Energy Marketing, LLC, Individually and on Behalf of All Others Similarly Situated v. PPL Corporation et al.
Also, on October 29, 2018, Talen Montana Retirement Plan and Talen Energy Marketing filed a putative class action complaint on behalf of current and contingent creditors of Talen Montana who
allegedly suffered harm or allegedly will suffer reasonably foreseeable harm as a result of the November 2014 distribution. The action was filed in the Sixteenth Judicial District of the State of
Montana, Rosebud County, against PPL and certain of its affiliates and current and former officers and directors (Talen Putative Class Action). The plaintiffs assert claims for, among other things,
fraudulent transfer, both actual and constructive; recovery against subsequent transferees; civil conspiracy; aiding and abetting tortious conduct; and unjust enrichment. They are seeking avoidance of
the purportedly fraudulent transfer, unspecified damages, including punitive damages, the imposition of a constructive trust, and other relief. In December 2018, PPL removed the Talen Putative Class
Action from the Sixteenth Judicial District of the State of Montana to the United States District Court for the District of Montana, Billings Division (MT Federal Court). In January 2019, the plaintiffs
moved to remand the Talen Putative Class Action back to state court, and dismissed without prejudice all current and former PPL Corporation directors from the case. In September 2019, the MT
Federal Court granted plaintiffs' motion to remand the case back to state court, and the PPL defendants promptly petitioned the Ninth Circuit Court of Appeals to grant an appeal of the remand
decision. On November 21, 2019, the Ninth Circuit Court of Appeals denied that request and on December 30, 2019, Talen Montana Retirement Plan filed a Second Amended Complaint in the
Sixteenth Judicial District of the State of Montana, Rosebud County, which removed Talen Energy Marketing, LLC as a plaintiff. On January 31, 2020, PPL defendants filed a motion to dismiss the
Second Amended Complaint. The Court has scheduled a hearing date of June 24, 2020 to hear oral argument regarding the motion to dismiss.
PPL Corporation et al. vs. Riverstone Holdings LLC, Talen Energy Corporation et al.
On November 30, 2018, PPL, certain PPL affiliates, and certain current and former officers and directors (PPL plaintiffs) filed a complaint in the Court of Chancery of the State of Delaware seeking
various forms of relief against Riverstone, Talen Energy
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and certain of their affiliates (Delaware Action). In the complaint, the PPL plaintiffs ask the Delaware Court of Chancery for declaratory and injunctive relief. This includes a declaratory judgment
that, under the separation agreement governing the spinoff of PPL Energy Supply, all related claims that arise must be heard in Delaware; that the statute of limitations in Delaware and the spinoff
agreement bar these claims at this point; that PPL is not liable for the claims in either the Talen Direct Action or the Talen Putative Class Action as PPL Montana was solvent at all relevant times; and
that the separation agreement requires that Talen Energy indemnify PPL for all losses arising from the debts of Talen Montana, among other things. PPL's complaint also seeks damages against
Riverstone for interfering with the separation agreement and against Riverstone affiliates for breach of the implied covenant of good faith and fair dealing. The complaint was subsequently amended
on January 11, 2019 and March 20, 2019, including to add claims related to indemnification with respect to the Talen Direct Action and the Talen Putative Class Action (together, the Montana
Actions), request a declaration that the Montana Actions are time-barred under the spinoff agreements, and allege additional facts to support the tortious interference claim. In April 2019, the
defendants filed motions to dismiss the amended complaint. In July 2019, the Court heard oral arguments from the parties regarding the motions to dismiss. On October 23, 2019, the Delaware Court
of Chancery returned its opinion on the defendants’ motions to dismiss sustaining all of the PPL plaintiffs' claims except for the claim for breach of implied covenant of good faith and fair dealing.
Discovery is underway; however, on January 30, 2020, Talen Energy filed a new motion to dismiss five of the remaining eight claims in the amended complaint. Oral argument on the motion to
dismiss is scheduled for May 28, 2020. A tentative trial date has been scheduled for June 2021.
With respect to each of the Talen-related matters described above, PPL believes that the 2014 distribution of proceeds was made in compliance with all applicable laws and that PPL Montana was
solvent at all relevant times. Additionally, the agreements entered into in connection with the spinoff, which PPL and affiliates of Talen Energy and Riverstone negotiated and executed prior to the
2014 distribution, directly address the treatment of the proceeds from the sale of PPL Montana's hydroelectric generating facilities; in those agreements, Talen Energy and Riverstone definitively
agreed that PPL was entitled to retain the proceeds.
PPL believes that it has meritorious defenses to the claims made in the Talen Putative Class Action and intends to continue to vigorously defend against this action. The Talen Putative Class Action
and the Delaware Action are both in early stages of litigation; at this time, PPL cannot predict the outcome of these matters or estimate the range of possible losses, if any, that PPL might incur as a
result of the claims, although they could be material.
(PPL, LKE and LG&E)
Cane Run Environmental Claims
In December 2013, six residents, on behalf of themselves and others similarly situated, filed a class action complaint against LG&E and PPL in the U.S. District Court for the Western District of
Kentucky (U.S. District Court) alleging violations of the Clean Air Act, RCRA, and common law claims of nuisance, trespass and negligence. In July 2014, the U.S. District Court
dismissed the RCRA claims and all but one Clean Air Act claim, but declined to dismiss the common law tort claims. In February 2017, the U.S. District Court dismissed PPL as a defendant and
dismissed the final federal claim against LG&E, and in April 2017, issued an Order declining to exercise supplemental jurisdiction on the state law claims dismissing the case in its entirety. In June
2017, the plaintiffs filed a class action complaint in Jefferson County, Kentucky Circuit Court, against LG&E alleging state law nuisance, negligence and trespass tort claims. The plaintiffs seek
compensatory and punitive damages for alleged property damage due to purported plant emissions on behalf of a class of residents within one to three miles of the plant. On January 8, 2020, the
Jefferson Circuit Court issued an order denying the plaintiffs’ request for class certification. On January 14, 2020, the plaintiffs filed a notice of appeal in the Kentucky Court of Appeals. PPL, LKE
and LG&E cannot predict the outcome of this matter and an estimate or range of possible losses cannot be determined.
(PPL, LKE and KU)
E.W. Brown Environmental Claims
In July 2017, the Kentucky Waterways Alliance and the Sierra Club filed a citizen suit complaint against KU in the U.S. District Court for the Eastern District of Kentucky (U.S. District Court)
alleging discharges at the E.W. Brown plant in violation of the Clean Water Act and the plant's water discharge permit and alleging contamination that may present an imminent and substantial
endangerment in violation of the RCRA. The plaintiffs' suit relates to prior notices of intent to file a citizen suit submitted in October and November 2015 and October 2016. These plaintiffs sought
injunctive relief ordering KU to take all actions necessary to comply with the Clean Water Act and RCRA, including ceasing the discharges in question, abating effects associated with prior
discharges and eliminating the alleged imminent and substantial endangerment. These plaintiffs also
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sought assessment of civil penalties and an award of litigation costs and attorney fees. In December 2017, the U.S. District Court issued an Order dismissing the Clean Water Act and RCRA
complaints against KU in their entirety. In January 2018, the plaintiffs appealed the dismissal Order to the U.S. Court of Appeals for the Sixth Circuit. In September 2018, the U.S. Court of Appeals
for the Sixth Circuit issued its ruling affirming the lower court's decision to dismiss the Clean Water Act claims but reversing its dismissal of the RCRA claims against KU and remanding the latter to
the U.S. District Court. In October 2018, KU filed a petition for rehearing to the U.S. Court of Appeals for the Sixth Circuit regarding the RCRA claims. In November 2018, the U.S. Court of
Appeals for the Sixth Circuit denied KU's petition for rehearing regarding the RCRA claims. In January 2019, KU filed an answer to plaintiffs’ complaint in the U.S. District Court. A trial has been
scheduled to begin in February 2021. PPL, LKE and KU cannot predict the outcome of these matters and an estimate or range of possible losses cannot be determined.
KU is undertaking extensive remedial measures at the E.W. Brown plant including closure of the former ash pond, implementation of a groundwater remedial action plan and performance of a
corrective action plan including aquatic study of adjacent surface waters and risk assessment. The aquatic study and risk assessment are being undertaken pursuant to a 2017 agreed Order with the
Kentucky Energy and Environment Cabinet (KEEC). KU conducted sampling of Herrington Lake in 2017 and 2018. In June 2019, KU submitted to the KEEC the required aquatic study and risk
assessment, conducted by an independent third-party consultant, finding that discharges from the E.W. Brown plant have not had any significant impact on Herrington Lake and that the water in the
lake is safe for recreational use and meets safe drinking water standards. However, until the KEEC assesses the study and issues any regulatory determinations, PPL, LKE and KU are unable to
determine whether additional remedial measures will be required at the E.W. Brown plant.
Air
Sulfuric Acid Mist Emissions (PPL, LKE and LG&E)
In June 2016, the EPA issued a notice of violation under the Clean Air Act alleging that LG&E violated applicable rules relating to sulfuric acid mist emissions at its Mill Creek plant. The notice
alleges failure to install proper controls, failure to operate the facility consistent with good air pollution control practice, and causing emissions exceeding applicable requirements or constituting a
nuisance or endangerment. LG&E believes it has complied with applicable regulations during the relevant time period. Discussions between the EPA and LG&E are ongoing. The parties have entered
into a tolling agreement with respect to this matter through July 31, 2020. The parties are conducting negotiations regarding potential settlement of the matter. PPL, LKE and LG&E are unable to
predict the outcome of this matter or the potential impact on operations of the Mill Creek plant, including increased capital or operating costs, and potential civil penalties or remedial measures, if
any.
Water/Waste
(PPL, LKE, LG&E and KU)
ELGs
In 2015, the EPA finalized ELGs for wastewater discharge permits for new and existing steam electricity generating facilities. These guidelines require deployment of additional control technologies
providing physical, chemical and biological treatment and mandate operational changes including "no discharge" requirements for certain wastewaters. The implementation date for individual
generating stations was to be determined by the states on a case-by-case basis according to criteria provided by the EPA. Legal challenges to the final rule were consolidated before the U.S. Court of
Appeals for the Fifth Circuit. In April 2017, the EPA announced that it would grant petitions for reconsideration of the rule. In September 2017, the EPA issued a rule to postpone the compliance date
for certain requirements. On November 25, 2019, the EPA issued proposed revisions to its best available technology standards for certain wastewaters. The EPA expects to complete its
reconsideration of best available technology standards by the fall of 2020. Upon completion of the ongoing regulatory proceedings, the rule will be implemented by the states in the course of their
normal permitting activities. LG&E and KU are developing compliance strategies and schedules. PPL, LKE, LG&E and KU are unable to predict the outcome of the EPA's pending reconsideration of
the rule or fully estimate compliance costs or timing. Additionally, certain aspects of these compliance plans and estimates relate to developments in state water quality standards, which are separate
from the ELG rule or its implementation. Costs to comply with ELGs or other discharge limits are expected to be significant. Certain costs are included in the Registrants' capital plans and are subject
to rate recovery. See Note 7 for additional information regarding LG&E’s and KU’s applications for ECR rate treatment of construction costs relating to regulations addressing ELGs.
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CCRs
In 2015, the EPA issued a final rule governing management of CCRs which include fly ash, bottom ash and sulfur dioxide scrubber wastes. The CCR Rule imposes extensive new requirements for
certain CCR impoundments and landfills, including public notifications, location restrictions, design and operating standards, groundwater monitoring and corrective action requirements, and closure
and post-closure care requirements, and specifies restrictions relating to the beneficial use of CCRs. Legal challenges to the final rule are pending before the D.C. Circuit Court of Appeals. In July
2018, the EPA issued a final rule extending the deadline for closure of certain impoundments and adopting other substantive changes. In August 2018, the D.C. Circuit Court of Appeals vacated and
remanded portions of the CCR Rule. In December 2019, the EPA addressed the deficiencies identified by the court and proposed amendments to change the closure deadline to August 31, 2020, but
allow certain extensions. EPA has announced that additional amendments to the rule are planned. PPL, LKE, LG&E and KU are unable to predict the outcome of the ongoing litigation and
rulemaking or potential impacts on current LG&E and KU compliance plans. The Registrants are currently finalizing closure plans and schedules.
In January 2017, Kentucky issued a new state rule relating to CCR management, effective May 2017, aimed at reflecting the requirements of the federal CCR rule. As a result of a subsequent legal
challenge, in January 2018, the Franklin County, Kentucky Circuit Court issued an opinion invalidating certain procedural elements of the rule. LG&E and KU presently operate their facilities under
continuing permits authorized under the former program and do not currently anticipate material impacts as a result of the judicial ruling. The Kentucky Energy and Environmental Cabinet has
announced it intends to propose new state rules aimed at addressing procedural deficiencies identified by the court and providing the regulatory framework necessary for operation of the state
program in lieu of the federal CCR Rule. Associated costs are expected to be subject to rate recovery.
LG&E and KU received KPSC approval for a compliance plan providing for the closure of impoundments at the Mill Creek, Trimble County, E.W. Brown, and Ghent stations, and construction of
process water management facilities at those plants. In addition to the foregoing measures required for compliance with the federal CCR rule, KU also received KPSC approval for its plans to close
impoundments at the retired Green River, Pineville and Tyrone plants to comply with applicable state law. Since 2017, LG&E and KU have commenced closure of many of the subject impoundments
and have completed closure of some of their smaller impoundments. LG&E and KU expect to commence closure of the remaining impoundments no later than August 2020. LG&E and KU generally
expect to complete impoundment closures within five years of commencement, although a longer period may be required to complete closure of some facilities. Associated costs are expected to be
subject to rate recovery.
In connection with the final CCR rule, LG&E and KU recorded adjustments to existing AROs beginning in 2015 and continue to record adjustments as required. See Note 15 for additional
information. Further changes to AROs, current capital plans or operating costs may be required as estimates are refined based on closure developments, groundwater monitoring results, and
regulatory or legal proceedings. Costs relating to this rule are subject to rate recovery.
(All Registrants)
Superfund
Other
- - - -and
-- -Remediation
----PPL Electric, LG&E and KU are potentially responsible for investigating and remediating contamination under the federal Superfund program and similar state programs. Actions are under way at
certain sites including former coal gas manufacturing plants in Pennsylvania and Kentucky previously owned or operated by, or currently owned by predecessors or affiliates of, PPL Electric, LG&E
and KU. PPL Electric is potentially responsible for a share of clean-up costs at certain sites including the Columbia Gas Plant site and the Brodhead site. Clean-up actions have been or are being
undertaken at all of these sites, the costs of which have not been and are not expected to be significant to PPL Electric.
As of March 31, 2020 and December 31, 2019, PPL Electric had a recorded liability of $10 million representing its best estimate of the probable loss incurred to remediate the sites identified above.
Depending on the outcome of investigations at identified sites where investigations have not begun or been completed, or developments at sites for which information is incomplete, additional costs
of remediation could be incurred. PPL Electric, LG&E and KU lack sufficient information about such additional sites to estimate any potential liability or range of reasonably possible losses, if any,
related to these sites. Such costs, however, are not expected to be significant.
The EPA is evaluating the risks associated with polycyclic aromatic hydrocarbons and naphthalene, chemical by-products of coal gas manufacturing. As a result, individual states may establish
stricter standards for water quality and soil cleanup, that
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could require several PPL subsidiaries to take more extensive assessment and remedial actions at former coal gas manufacturing plants. PPL, PPL Electric, LKE, LG&E and KU cannot estimate a
range of possible losses, if any, related to these matters.
Regulatory Issues (All Registrants)
See Note 7 for information on regulatory matters related to utility rate regulation.
Electricity - Reliability Standards
The NERC is responsible for establishing and enforcing mandatory reliability standards (Reliability Standards) regarding the bulk electric system in North America. The FERC oversees this process
and independently enforces the Reliability Standards.
The Reliability Standards have the force and effect of law and apply to certain users of the bulk electric system, including electric utility companies, generators and marketers. Under the Federal
Power Act, the FERC may assess civil penalties for certain violations.
PPL Electric, LG&E and KU monitor their compliance with the Reliability Standards and self-report or self-log potential violations of applicable reliability requirements whenever identified, and
submit accompanying mitigation plans, as required. The resolution of a small number of potential violations is pending. Penalties incurred to date have not been significant. Any Regional Reliability
Entity (including RFC or SERC) determination concerning the resolution of violations of the Reliability Standards remains subject to the approval of the NERC and the FERC.
In the course of implementing their programs to ensure compliance with the Reliability Standards by those PPL affiliates subject to the standards, certain other instances of potential non-compliance
may be identified from time to time. The Registrants cannot predict the outcome of these matters, and an estimate or range of possible losses cannot be determined.
Other
Guarantees and Other Assurances
(All Registrants)
In the normal course of business, the Registrants enter into agreements that provide financial performance assurance to third parties on behalf of certain subsidiaries. Such agreements include, for
example, guarantees, stand-by letters of credit issued by financial institutions and surety bonds issued by insurance companies. These agreements are entered into primarily to support or enhance the
creditworthiness attributed to a subsidiary on a stand-alone basis or to facilitate the commercial activities in which these subsidiaries engage.
(PPL)
PPL fully and unconditionally guarantees all of the debt securities of PPL Capital Funding.
(All Registrants)
The table below details guarantees provided as of March 31, 2020. "Exposure" represents the estimated maximum potential amount of future payments that could be required to be made under the
guarantee. The probability of expected payment/performance under each of these guarantees is remote except for "WPD guarantee of pension and other obligations of unconsolidated entities," for
which PPL has a total recorded liability of $5 million at March 31, 2020 and December 31, 2019. For reporting purposes, on a consolidated basis, all guarantees of PPL Electric, LKE, LG&E and KU
also apply to PPL, and all guarantees of LG&E and KU also apply to LKE.
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Exposure at
March 31, 2020

Expiration
Date

PPL
Indemnifications related to the WPD Midlands acquisition

(a)

WPD indemnifications for entities in liquidation and sales of assets

$

WPD guarantee of pension and other obligations of unconsolidated entities

10

(b)

77

(c)

2022

6

(d)

2020

200

(e)

2021

PPL Electric
Guarantee of inventory value
LKE
Indemnification of lease termination and other divestitures
LG&E and KU
LG&E and KU obligation of shortfall related to OVEC
(a)
(b)

(c)
(d)
(e)

(f)

(f)

Indemnifications related to certain liabilities, including a specific unresolved tax issue and those relating to properties and assets owned by the seller that were transferred to WPD Midlands in connection with the acquisition. A cross indemnity
has been received from the seller on the tax issue. The maximum exposure and expiration of these indemnifications cannot be estimated because the maximum potential liability is not capped and the expiration date is not specified in the
transaction documents.
Indemnification to the liquidators and certain others for existing liabilities or expenses or liabilities arising during the liquidation process. The indemnifications are limited to distributions made from the subsidiary to its parent either prior or
subsequent to liquidation or are not explicitly stated in the agreements. The indemnifications generally expire two to seven years subsequent to the date of dissolution of the entities. The exposure noted only includes those cases where the
agreements provide for specific limits.
In connection with their sales of various businesses, WPD and its affiliates have provided the purchasers with indemnifications that are standard for such transactions, including indemnifications for certain pre-existing liabilities and
environmental and tax matters or have agreed to continue their obligations under existing third-party guarantees, either for a set period of time following the transactions or upon the condition that the purchasers make reasonable efforts to
terminate the guarantees. Additionally, WPD and its affiliates remain secondarily responsible for lease payments under certain leases that they have assigned to third parties.
Relates to certain obligations of discontinued or modified electric associations that were guaranteed at the time of privatization by the participating members. Costs are allocated to the members and can be reallocated if an existing member
becomes insolvent. At March 31, 2020, WPD has recorded an estimated discounted liability for which the expected payment/performance is probable. Neither the expiration date nor the maximum amount of potential payments for certain
obligations is explicitly stated in the related agreements, and as a result, the exposure has been estimated.
A third-party logistics firm provided inventory procurement and fulfillment services, whose contract was terminated as of March 2020. The logistics firm has title to the inventory, however, upon termination of the contracts, PPL Electric has
guaranteed to purchase any remaining inventory that has not been used or sold.
LKE provides certain indemnifications covering the due and punctual payment, performance and discharge by each party of its respective obligations. The most comprehensive of these guarantees is the LKE guarantee covering operational,
regulatory and environmental commitments and indemnifications made by WKE under a 2009 Transaction Termination Agreement. This guarantee has a term of 12 years ending July 2021, and a maximum exposure of $200 million, exclusive
of certain items such as government fines and penalties that may exceed the maximum. Additionally, LKE has indemnified various third parties related to historical obligations for other divested subsidiaries and affiliates. The indemnifications
vary by entity and the maximum exposures range from being capped at the sale price to no specified maximum. LKE could be required to perform on these indemnifications in the event of covered losses or liabilities being claimed by an
indemnified party. LKE cannot predict the ultimate outcomes of the various indemnification scenarios, but does not expect such outcomes to result in significant losses above the amounts recorded.
Pursuant to the OVEC power purchase contract, LG&E and KU are obligated to pay for their share of OVEC's excess debt service, post-retirement and decommissioning costs, as well as any shortfall from amounts included within a demand
charge designed and expected to cover these costs over the term of the contract. LKE's proportionate share of OVEC's outstanding debt was $109 million at March 31, 2020, consisting of LG&E's share of $76 million and KU's share of $33
million. The maximum exposure and the expiration date of these potential obligations are not presently determinable. See "Energy Purchase Commitments" in Note 13 in PPL's, LKE's, LG&E's and KU's 2019 Form 10-K for additional
information on the OVEC power purchase contract.
In March 2018, a sponsor with a 4.85% pro-rata share of OVEC obligations filed for bankruptcy under Chapter 11 and, in August 2018, received a rejection order for the OVEC power purchase contract in the bankruptcy proceeding. In October
2019, the bankruptcy court issued an order confirming the sponsor's proposed reorganization plan. OVEC and other entities are challenging the contract rejection, the bankruptcy plan confirmation and regulatory aspects of the plan in various
forums. In December 2019, an appellate court remanded the contract rejection issue and in March 2020 the FERC commenced a related proceeding. The plan was declared effective in February 2020, but certain aspects of the matter are subject
to the on-going appellate, bankruptcy and regulatory proceedings, including issues relating to the appropriateness of the rejection of the OVEC power purchase agreement and regulatory appropriateness of the plan's confirmation. Periodically,
OVEC and certain of its sponsors, including LG&E and KU, consider certain potential additional credit support actions to preserve OVEC's access to credit markets or mitigate risks or adverse impacts relating thereto, including addressing
increased interest costs, establishing or continuing debt reserve accounts or other changes involving OVEC's existing short and long-term debt. The ultimate outcome of these matters, including the sponsor bankruptcy and related appellate or
regulatory proceedings, OVEC structural or financial steps relating thereto and any other potential impact on LG&E's and KU's obligations relating to OVEC under the power purchase contract cannot be predicted.

The Registrants provide other miscellaneous guarantees through contracts entered into in the normal course of business. These guarantees are primarily in the form of indemnification or warranties
related to services or equipment and vary in duration. The amounts of these guarantees often are not explicitly stated, and the overall maximum amount of the obligation under such
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guarantees cannot be reasonably estimated. Historically, no significant payments have been made with respect to these types of guarantees and the probability of payment/performance under these
guarantees is remote.
PPL, on behalf of itself and certain of its subsidiaries, maintains insurance that covers liability assumed under contract for bodily injury and property damage. The coverage provides maximum
aggregate coverage of $225 million. This insurance may be applicable to obligations under certain of these contractual arrangements.
Risks and Uncertainties (All Registrants)
The COVID-19 pandemic has disrupted the U.S. and global economies and continues to present extraordinary challenges to businesses, communities, workforces and markets. In the U.S. and
throughout the world, governmental authorities have taken urgent and extensive actions to contain the spread of the virus and mitigate known or foreseeable impacts. In the Registrants’ service
territories, mitigation measures have included quarantines, stay-at-home orders, travel restrictions, reduced operations or closures of businesses, schools and governmental agencies, and legislative or
regulatory actions to address health or other pandemic-related concerns, all of which have the potential to adversely impact the Registrants' business and operations, especially if these measures
remain in effect for a prolonged period of time.
To date, the Registrants have not experienced a significant impact on their business, results of operations, financial condition, liquidity, operations or on their supply chain as a result of COVID-19;
however, the duration and severity of the outbreak and its ultimate effects on the global economy, the financial markets, or the Registrants’ workforce, customers and suppliers are uncertain. A
protracted slowdown of broad sectors of the economy, prolonged or pervasive restrictions on businesses and their workforces, or significant changes in legislation or regulatory policy to address the
COVID-19 pandemic all present significant risks to the Registrants. These or other unpredictable events resulting from the pandemic could further reduce customer demand for electricity and gas,
impact the Registrants’ employees and supply chains, result in an increase in certain costs, delay payments or increase bad debts, or result in changes in the fair value of their assets and liabilities,
which could materially and adversely affect the Registrants’ business, results of operations, financial condition or liquidity.
11. Related Party Transactions
Support Costs (PPL Electric, LKE, LG&E and KU)
PPL Services, PPL EU Services and LKS provide PPL, PPL Electric, LKE, their respective subsidiaries, including LG&E and KU, and each other with administrative, management and support
services. For all services companies, the costs of directly assignable and attributable services are charged to the respective recipients as direct support costs. General costs that cannot be directly
assigned or attributed to a specific entity are allocated and charged to the respective recipients as indirect support costs. PPL Services and PPL EU Services use a three-factor methodology that
includes the applicable recipients' invested capital, operation and maintenance expenses and number of employees to allocate indirect costs. PPL Services may also use a ratio of overall direct and
indirect costs or a weighted average cost ratio. LKS bases its indirect allocations on the subsidiaries' number of employees, total assets, revenues, number of customers and/or other statistical
information. PPL Services, PPL EU Services and LKS charged the following amounts for the periods ended March 31, including amounts applied to accounts that are further distributed between
capital and expense on the books of the recipients, based on methods that are believed to be reasonable.
Three Months
2020
PPL Electric from PPL Services

$

LKE from PPL Services

2019
12

$

16

6

9

PPL Electric from PPL EU Services

41

37

LG&E from LKS

38

38

KU from LKS

41

43

In addition to the charges for services noted above, LKS makes payments on behalf of LG&E and KU for fuel purchases and other costs for products or services provided by third parties. LG&E and
KU also provide services to each other and to LKS. Billings between LG&E and KU relate to labor and overheads associated with union and hourly employees performing work for the other
company, charges related to jointly-owned generating units and other miscellaneous charges. Tax settlements between LKE and LG&E and KU are reimbursed through LKS.
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Intercompany Borrowings
(PPL Electric)
PPL Energy Funding maintains a $650 million revolving line of credit with a PPL Electric subsidiary. No balance was outstanding at March 31, 2020 and December 31, 2019. The interest rates on
borrowings are equal to one-month LIBOR plus a spread. Interest income is reflected in "Interest Income from Affiliate" on the Income Statements.
(LKE)
LKE maintains a $375 million revolving line of credit with a PPL Energy Funding subsidiary whereby LKE can borrow funds on a short-term basis at market-based rates. The interest rates on
borrowings are equal to one-month LIBOR plus a spread. At March 31, 2020 and December 31, 2019, $242 million and $150 million were outstanding and reflected in "Notes payable with affiliates"
on the Balance Sheets. The interest rates on the outstanding borrowings at March 31, 2020 and December 31, 2019 were 3.02% and 3.20%. Interest expense on the revolving line of credit was not
significant for the three months ended March 31, 2020 and 2019.
LKE maintains an agreement with a PPL affiliate that has a $300 million borrowing limit whereby LKE can loan funds on a short-term basis at market-based rates. No balance was outstanding at
March 31, 2020 and December 31, 2019. The interest rate on the loan is based on the PPL affiliate's credit rating and equal to one-month LIBOR plus a spread.
LKE maintains ten-year notes of $400 million and $250 million with a PPL affiliate with interest rates of 3.5% and 4%. At March 31, 2020 and December 31, 2019, the notes were reflected in "Longterm debt to affiliate" on the Balance Sheets. Interest expense on the $400 million note was $4 million for the three months ending March 31, 2020 and 2019. Interest expense on the $250 million
note was $3 million for the three months ending March 31, 2020 and 2019.
(LG&E)
LG&E participates in an intercompany money pool agreement whereby LKE and/or KU make available to LG&E funds up to $500 million at an interest rate based on a market index of commercial
paper issues. At March 31, 2020, LG&E had borrowings outstanding from KU in the amount of $21 million. This balance is reflected in “Notes payable with affiliates” on the Balance Sheets. No
balances were outstanding at December 31, 2019.
(KU)
KU participates in an intercompany money pool agreement whereby LKE and/or LG&E make available to KU funds up to $500 million at an interest rate based on a market index of commercial
paper issues. No balances were outstanding at March 31, 2020 and December 31, 2019.
VEBA Funds Receivable (PPL Electric)
In May 2018, PPL received a favorable private letter ruling from the IRS permitting a transfer of excess funds from the PPL Bargaining Unit Retiree Health Plan VEBA to a new subaccount within
the VEBA, to be used to pay medical claims of active bargaining unit employees. Based on PPL Electric's participation in PPL’s Other Postretirement Benefit plan, PPL Electric was allocated a
portion of the excess funds from PPL Services. These funds have been recorded as an intercompany receivable on PPL Electric's Balance Sheets. The receivable balance decreases as PPL Electric
pays incurred medical claims and is reimbursed by PPL Services. The intercompany receivable balance associated with these funds was $32 million as of March 31, 2020 and December 31, 2019, of
which $10 million was reflected in "Accounts receivable from affiliates" and $22 million was reflected in "Other noncurrent assets" on the PPL Electric Balance Sheets.
Other (PPL Electric, LG&E and KU)
See Note 9 for discussions regarding intercompany allocations associated with defined benefits.
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12. Other Income (Expense) - net
(PPL)
The details of "Other Income (Expense) - net" for the periods ended March 31, were:
Three Months
2020

2019

Other Income
Economic foreign currency exchange contracts (Note 14)

$

62

Defined benefit plans - non-service credits (Note 9)

$

(33)

68

80

Interest income

1

6

AFUDC - equity component

3

5

Miscellaneous

1

6

135

64

Total Other Income
Other Expense
Charitable contributions

1

2

Miscellaneous

9

10

Total Other Expense

10
$

Other Income (Expense) - net

12

125

$

52

13. Fair Value Measurements
(All Registrants)
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date (an exit price). A market
approach (generally, data from market transactions), an income approach (generally, present value techniques and option-pricing models) and/or a cost approach (generally, replacement cost) are used
to measure the fair value of an asset or liability, as appropriate. These valuation approaches incorporate inputs such as observable, independent market data and/or unobservable data that management
believes are predicated on the assumptions market participants would use to price an asset or liability. These inputs may incorporate, as applicable, certain risks such as nonperformance risk, which
includes credit risk. The fair value of a group of financial assets and liabilities is measured on a net basis. See Note 1 in each Registrant's 2019 Form 10-K for information on the levels in the fair
value hierarchy.
Recurring Fair Value Measurements
The assets and liabilities measured at fair value were:
March 31, 2020
Total

Level 1

December 31, 2019

Level 2

Level 3

Total

Level 1

Level 2

Level 3

PPL
Assets
Cash and cash equivalents
Restricted cash and cash equivalents (a)

$

915
21

$

915

$

—

$

—

$

815

$

815

$

—

$

—

21

—

—

21

21

—

—

Special use funds (a):
Money market fund

1

1

—

—

—

—

—

—

Commingled debt fund measured at NAV (b)

29

—

—

—

29

—

—

—

Commingled equity fund measured at NAV (b)

22

—

—

—

27

—

—

—

52

1

—

—

56

—

—

—

Total special use funds
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March 31, 2020
Total

Level 1

December 31, 2019

Level 2

Level 3

Total

Level 1

Level 2

Level 3

Price risk management assets (c):
Foreign currency contracts

190

—

190

—

142

—

142

—

Cross-currency swaps

169

—

169

—

154

—

154

—

359

—

359

—

296

—

296

Total price risk management assets
Total assets

—

$

1,347

$

937

$

359

$

—

$

1,188

$

836

$

296

$

—

$

34

$

—

$

34

$

—

$

21

$

—

$

21

$

—

Liabilities
Price risk management liabilities (c):
Interest rate swaps
Foreign currency contracts
Total price risk management liabilities

—

—

—

—

5

—

5

—

$

34

$

—

$

34

$

—

$

26

$

—

$

26

$

—

$

33

$

33

$

—

$

—

$

262

$

262

$

—

$

—

PPL Electric
Assets
Cash and cash equivalents
Restricted cash and cash equivalents (a)
Total assets

2

2

—

—

2

2

—

—

$

35

$

35

$

—

$

—

$

264

$

264

$

—

$

—

$

47

$

47

$

—

$

—

$

27

$

27

$

—

$

—

LKE
Assets
Cash and cash equivalents
Cash collateral posted to counterparties (d)
Total assets

1

1

—

—

—

—

—

—

$

48

$

48

$

—

$

—

$

27

$

27

$

—

$

—

$

29

$

—

$

29

$

—

$

21

$

—

$

21

$

—

$

29

$

—

$

29

$

—

$

21

$

—

$

21

$

—

$

7

$

7

$

—

$

—

$

15

$

15

$

—

$

—

Liabilities
Price risk management liabilities:
Interest rate swaps
Total price risk management liabilities

LG&E
Assets
Cash and cash equivalents
Cash collateral posted to counterparties (d)
Total assets

1

1

—

—

—

—

—

—

$

8

$

8

$

—

$

—

$

15

$

15

$

—

$

—

$

29

$

—

$

29

$

—

$

21

$

—

$

21

$

—

$

29

$

—

$

29

$

—

$

21

$

—

$

21

$

—

$

40

$

40

$

—

$

—

$

12

$

12

$

—

$

—

$

40

$

40

$

—

$

—

$

12

$

12

$

—

$

—

Liabilities
Price risk management liabilities:
Interest rate swaps
Total price risk management liabilities

KU
Assets
Cash and cash equivalents
Total assets
(a)
(b)
(c)
(d)

Current portion is included in "Other current assets" and long-term portion is included in "Other noncurrent assets" on the Balance Sheets.
In accordance with accounting guidance, certain investments that are measured at fair value using net asset value per share (NAV), or its equivalent, have not been classified in the fair value hierarchy. The fair value amounts presented in the
table are intended to permit reconciliation of the fair value hierarchy to the amounts presented in the statement of financial position.
Current portion is included in "Price risk management assets" and "Other current liabilities" and noncurrent portion is included in "Price risk management assets" and "Other deferred credits and noncurrent liabilities" on the Balance Sheets.
Included in "Other noncurrent assets" on the Balance Sheets. Represents cash collateral posted to offset the exposure with counterparties related to certain interest rate swaps under master netting arrangements that are not offset.
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Special Use Funds
(PPL)
The special use funds are investments restricted for paying active union employee medical costs. In May 2018, PPL received a favorable private letter ruling from the IRS permitting a transfer of
excess funds from the PPL Bargaining Unit Retiree Health Plan VEBA to a new subaccount within the VEBA to be used to pay medical claims of active bargaining unit employees. The funds are
invested primarily in commingled debt and equity funds measured at NAV and are classified as investments in equity securities. Changes in fair value of the funds are recorded to the Statements of
Income.
Price Risk Management Assets/Liabilities - Interest Rate Swaps/Foreign Currency Contracts/Cross-Currency Swaps
(PPL, LKE, LG&E and KU)
To manage interest rate risk, PPL, LKE, LG&E and KU use interest rate contracts such as forward-starting swaps, floating-to-fixed swaps and fixed-to-floating swaps. To manage foreign currency
exchange risk, PPL uses foreign currency contracts such as forwards, options and cross-currency swaps that contain characteristics of both interest rate and foreign currency contracts. An income
approach is used to measure the fair value of these contracts, utilizing readily observable inputs, such as forward interest rates (e.g., LIBOR and government security rates) and forward foreign
currency exchange rates (e.g., GBP), as well as inputs that may not be observable, such as credit valuation adjustments. In certain cases, market information cannot practicably be obtained to value
credit risk and therefore internal models are relied upon. These models use projected probabilities of default and estimated recovery rates based on historical observances. When the credit valuation
adjustment is significant to the overall valuation, the contracts are classified as Level 3.
Financial Instruments Not Recorded at Fair Value (All Registrants)
The carrying amounts of long-term debt on the Balance Sheets and their estimated fair values are set forth below. Long-term debt is classified as Level 2. The effect of third-party credit enhancements
is not included in the fair value measurement.
March 31, 2020
Carrying
Amount (a)
PPL

$

December 31, 2019
Carrying
Amount (a)

Fair Value
21,840

$

25,175

$

Fair Value
21,893

$

25,481

PPL Electric

3,986

4,500

3,985

4,589

LKE

6,003

6,774

6,002

6,766

LG&E

2,005

2,254

2,005

2,278

KU

2,624

2,978

2,623

3,003

(a)

Amounts are net of debt issuance costs.

The carrying amounts of other current financial instruments (except for long-term debt due within one year) approximate their fair values because of their short-term nature.
14. Derivative Instruments and Hedging Activities
Risk Management Objectives
(All Registrants)
PPL has a risk management policy approved by the Board of Directors to manage market risk associated with commodities, interest rates on debt issuances and foreign exchange (including price,
liquidity and volumetric risk) and credit risk (including non-performance risk and payment default risk). The Risk Management Committee, comprised of senior management and chaired by the
Senior Director-Risk Management, oversees the risk management function. Key risk control activities designed to ensure compliance with the risk policy and detailed programs include, but are not
limited to, credit review and approval, validation of transactions, verification of risk and transaction limits, value-at-risk analyses (VaR, a statistical model that attempts to estimate the value of
potential loss over a given holding period under normal market conditions at a given confidence level) and the coordination and reporting of the Enterprise Risk Management program.
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Market Risk
Market risk includes the potential loss that may be incurred as a result of price changes associated with a particular financial or commodity instrument as well as market liquidity and volumetric risks.
Forward contracts, futures contracts, options, swaps and structured transactions are utilized as part of risk management strategies to minimize unanticipated fluctuations in earnings caused by changes
in commodity prices, interest rates and foreign currency exchange rates. Many of these contracts meet the definition of a derivative. All derivatives are recognized on the Balance Sheets at their fair
value, unless NPNS is elected.
The following summarizes the market risks that affect PPL and its subsidiaries.
Interest Rate Risk
•

•

PPL and its subsidiaries are exposed to interest rate risk associated with forecasted fixed-rate and existing floating-rate debt issuances. PPL and WPD hold over-the-counter cross currency swaps
to limit exposure to market fluctuations on interest and principal payments from changes in foreign currency exchange rates and interest rates. PPL, LKE and LG&E utilize over-the-counter
interest rate swaps to limit exposure to market fluctuations on floating-rate debt. PPL, WPD, LKE, LG&E and KU utilize forward starting interest rate swaps to hedge changes in benchmark
interest rates, when appropriate, in connection with future debt issuances.
PPL and its subsidiaries are exposed to interest rate risk associated with debt securities and derivatives held by defined benefit plans. This risk is significantly mitigated to the extent that the plans
are sponsored at, or sponsored on behalf of, the regulated domestic utilities and for certain plans at WPD due to the recovery methods in place.

Foreign Currency Risk (PPL)
•

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

(All Registrants)
Commodity Price Risk
PPL is exposed to commodity price risk through its domestic subsidiaries as described below.
•
•

PPL Electric is required to purchase electricity to fulfill its obligation as a PLR. Potential commodity price risk is insignificant and mitigated through its PUC-approved cost recovery mechanism
and full-requirement supply agreements to serve its PLR customers which transfer the risk to energy suppliers.
LG&E's and KU's rates include certain mechanisms for fuel, fuel-related expenses and energy purchases. In addition, LG&E's rates include a mechanism for natural gas supply expenses. These
mechanisms generally provide for timely recovery of market price fluctuations associated with these expenses.

Volumetric Risk
Volumetric risk is the risk related to the changes in volume of retail sales due to weather, economic conditions or other factors. PPL is exposed to volumetric risk through its subsidiaries as described
below.
•
•

WPD is exposed to volumetric risk which is significantly mitigated as a result of the method of regulation in the U.K. Under the RIIO-ED1 price control regulations, recovery of such exposure
occurs on a two year lag. See Note 1 in PPL's 2019 Form 10-K for additional information on revenue recognition under RIIO-ED1.
PPL Electric, LG&E and KU are exposed to volumetric risk on retail sales, mainly due to weather and other economic conditions for which there is limited mitigation between rate cases.

Equity Securities Price Risk
•
•

PPL and its subsidiaries are exposed to equity securities price risk associated with the fair value of the defined benefit plans' assets. This risk is significantly mitigated at the regulated domestic
utilities and for certain plans at WPD due to the recovery methods in place.
PPL is exposed to equity securities price risk from future stock sales and/or purchases.
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Credit Risk
Credit risk is the potential loss that may be incurred due to a counterparty's non-performance.
PPL is exposed to credit risk from "in-the-money" interest rate and foreign currency derivatives with financial institutions, as well as additional credit risk through certain of its subsidiaries, as
discussed below.
In the event a supplier of PPL Electric, LG&E or KU defaults on its obligation, those Registrants would be required to seek replacement power or replacement fuel in the market. In general, subject to
regulatory review or other processes, appropriate incremental costs incurred by these entities would be recoverable from customers through applicable rate mechanisms, thereby mitigating the
financial risk for these entities.
PPL and its subsidiaries have credit policies in place to manage credit risk, including the use of an established credit approval process, daily monitoring of counterparty positions and the use of master
netting agreements or provisions. These agreements generally include credit mitigation provisions, such as margin, prepayment or collateral requirements. PPL and its subsidiaries may request
additional credit assurance, in certain circumstances, in the event that the counterparties' credit ratings fall below investment grade, their tangible net worth falls below specified percentages or their
exposures exceed an established credit limit.
Master Netting Arrangements (PPL, LKE, LG&E and KU)
Net derivative positions on the balance sheets are not offset against the right to reclaim cash collateral (a receivable) or the obligation to return cash collateral (a payable) under master netting
arrangements.
PPL had a $29 million and $14 million obligation to return cash collateral under master netting arrangements at March 31, 2020 and December 31, 2019.
LKE, LG&E and KU had no obligation to return cash collateral under master netting arrangements at March 31, 2020 and December 31, 2019.
PPL, LKE and LG&E posted $1 million of cash collateral under master netting arrangements at March 31, 2020. KU had no obligation to post cash collateral under master netting arrangements at
March 31, 2020. PPL, LKE, LG&E and KU had no obligation to post cash collateral under master netting arrangements at December 31, 2019.
See "Offsetting Derivative Instruments" below for a summary of derivative positions presented in the balance sheets where a right of setoff exists under these arrangements.
Interest Rate Risk
(All Registrants)
PPL and its subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. A variety of financial derivative instruments are utilized to adjust the mix of fixed and floating
interest rates in their debt portfolios, adjust the duration of the debt portfolios and lock in benchmark interest rates in anticipation of future financing, when appropriate. Risk limits under PPL's risk
management program are designed to balance risk exposure to volatility in interest expense and changes in the fair value of the debt portfolio due to changes in benchmark interest rates. In addition,
the interest rate risk of certain subsidiaries is potentially mitigated as a result of the existing regulatory framework or the timing of rate cases.
Cash Flow Hedges (PPL)
Interest rate risks include exposure to adverse interest rate movements for outstanding variable rate debt and for future anticipated financings. Financial interest rate swap contracts that qualify as cash
flow hedges may be entered into to hedge floating interest rate risk associated with both existing and anticipated debt issuances. At March 31, 2020, PPL held an aggregate notional value in interest
rate swap contracts of £105 million (approximately $134 million based on spot rates) that mature in 2035 to hedge interest payments of WPD's anticipated September 2020 debt issuance.
At March 31, 2020, PPL held an aggregate notional value in cross-currency interest rate swap contracts of $702 million that range in maturity from 2021 through 2028 to hedge the interest payments
and principal of WPD's U.S. dollar-denominated senior notes.
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Cash flow hedges are discontinued if it is no longer probable that the original forecasted transaction will occur by the end of the originally specified time period and any amounts previously recorded
in AOCI are reclassified into earnings once it is determined that the hedged transaction is not probable of occurring.
For the three months ended March 31, 2020 and 2019, PPL had no cash flow hedges reclassified into earnings associated with discontinued cash flow hedges.
At March 31, 2020, the amount of accumulated net unrecognized after-tax gains (losses) on qualifying derivatives expected to be reclassified into earnings during the next 12 months is insignificant.
Amounts are reclassified as the hedged interest expense is recorded.
Economic Activity (PPL, LKE and LG&E)
LG&E enters into interest rate swap contracts that economically hedge interest payments on variable rate debt. Because realized gains and losses from the swaps, including terminated swap contracts,
are recoverable through regulated rates, any subsequent changes in fair value of these derivatives are included in regulatory assets or liabilities until they are realized as interest expense. Realized
gains and losses are recognized in "Interest Expense" on the Statements of Income at the time the underlying hedged interest expense is recorded. At March 31, 2020, LG&E held contracts with a
notional amount of $147 million that range in maturity through 2033.
Foreign Currency Risk (PPL)
PPL is exposed to foreign currency risk, primarily through investments in and earnings of U.K. affiliates. PPL has adopted a foreign currency risk management program designed to hedge certain
foreign currency exposures, including firm commitments, recognized assets or liabilities, anticipated transactions and net investments. In addition, PPL enters into financial instruments to protect
against foreign currency translation risk of expected GBP earnings.
Net Investment Hedges
PPL enters into foreign currency contracts on behalf of a subsidiary to protect the value of a portion of its net investment in WPD. There were no contracts outstanding at March 31, 2020.
At March 31, 2020 and December 31, 2019, PPL had $32 million of accumulated net investment hedge after tax gains (losses) that were included in the foreign currency translation adjustment
component of AOCI.
Economic Activity
PPL enters into foreign currency contracts on behalf of a subsidiary to economically hedge GBP-denominated anticipated earnings. At March 31, 2020, the total exposure hedged by PPL was
approximately £686 million (approximately $1.0 billion based on contracted rates). These contracts have termination dates ranging from April 2020 through July 2021.
Accounting and Reporting
(All Registrants)
All derivative instruments are recorded at fair value on the Balance Sheet as an asset or liability unless NPNS is elected. NPNS contracts include certain full requirement purchase contracts and other
physical purchase contracts. Changes in the fair value of derivatives not designated as NPNS are recognized in earnings unless specific hedge accounting criteria are met and designated as such,
except for the changes in fair values of LG&E's interest rate swaps that are recognized as regulatory assets or regulatory liabilities. See Note 7 for amounts recorded in regulatory assets and regulatory
liabilities at March 31, 2020 and December 31, 2019.
See Note 1 in each Registrant's 2019 Form 10-K for additional information on accounting policies related to derivative instruments.
(PPL)
The following table presents the fair value and location of derivative instruments recorded on the Balance Sheets.
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March 31, 2020
Derivatives designated as
hedging instruments
Assets

December 31, 2019
Derivatives not designated
as hedging instruments

Liabilities

Assets

Derivatives designated as
hedging instruments

Liabilities

Assets

Derivatives not designated
as hedging instruments

Liabilities

Assets

Liabilities

Current:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps (b)

$

—

$

5

$

—

$

4

$

—

$

—

$

—

$

4

Cross-currency swaps (b)

6

—

—

—

5

—

—

—

Foreign currency contracts

—

—

187

—

—

—

142

5

Total current

6

5

187

4

5

—

142

9

Noncurrent:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps (b)

—

—

—

25

—

—

—

17

Cross-currency swaps (b)

163

—

—

—

149

—

—

—

Foreign currency contracts

—

—

3

—

—

—

—

—

163

—

3

25

149

—

—

Total noncurrent
$

Total derivatives
(a)
(b)

169

$

5

$

190

$

29

$

154

$

—

$

17

142

$

26

Current portion is included in "Price risk management assets" and "Other current liabilities" and noncurrent portion is included in "Price risk management assets" and "Other deferred credits and noncurrent liabilities" on the Balance Sheets.
Excludes accrued interest, if applicable.

The following tables present the pre-tax effect of derivative instruments recognized in income, OCI or regulatory assets and regulatory liabilities for the period ended March 31, 2020.
Three Months

Three Months
Location of
Gain (Loss)
Recognized
in Income
on Derivative

Derivative Gain
(Loss) Recognized in
OCI

Derivative
Relationships

Gain (Loss)
Reclassified
from AOCI
into
Income

Cash Flow Hedges:
Interest rate swaps

$

Cross-currency swaps
Total

(5)

Interest expense

15

Other income (expense) - net

$

10

$

—

$

(3)
6

$

3

Net Investment Hedges:
Foreign currency contracts
Derivatives Not Designated as
Hedging Instruments

Location of Gain (Loss) Recognized in
Income on Derivative

Foreign currency contracts

Other income (expense) - net

Interest rate swaps

Interest expense

Interest rate swaps

62

$

61

(1)

Total
Derivatives Not Designated as
Hedging Instruments

Three Months
$

Location of Gain (Loss) Recognized as
Regulatory Liabilities/Assets
Regulatory assets - noncurrent

63

Three Months
$

(8)
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The following tables present the pre-tax effect of derivative instruments recognized in income, OCI or regulatory assets and regulatory liabilities for the period ended March 31, 2019.
Three Months

Three Months
Location of
Gain (Loss)
Recognized
in Income
on Derivative

Derivative Gain
(Loss) Recognized in
OCI

Derivative
Relationships

Gain (Loss)
Reclassified
from AOCI
into Income

Cash Flow Hedges:
Interest rate swaps

$

Cross-currency swaps

—

Interest expense

(23)

Total

$

(23)

$

—

$

(2)

Other income (expense) - net

(28)
$

(30)

Net Investment Hedges:
Foreign currency contracts
Derivatives Not Designated as
Hedging Instruments

Location of Gain (Loss) Recognized in
Income on Derivative

Foreign currency contracts

Other income (expense) - net

Interest rate swaps

Interest expense

Three Months
(33)

$

(34)

(1)

Total
Derivatives Not Designated as
Hedging Instruments
Interest rate swaps

$

Location of Gain (Loss) Recognized as
Regulatory Liabilities/Assets

Three Months
$

Regulatory assets - noncurrent

(1)

The following table presents the effect of cash flow hedge activity on the Statement of Income for the period ended March 31, 2020.
Location and Amount of Gain (Loss) Recognized in
Income on Hedging Relationships
Three Months
Other Income
(Expense) - net

Interest Expense
Total income and expense line items presented in the income statement in which the effect of cash flow hedges are recorded

$

248

$

125

The effects of cash flow hedges:
Gain (Loss) on cash flow hedging relationships:
Interest rate swaps:
Amount of gain (loss) reclassified from AOCI to income

(3)

—

Hedged items

—

(6)

Amount of gain (loss) reclassified from AOCI to income

—

6

Cross-currency swaps:

(LKE and LG&E)
The following table presents the fair value and the location on the Balance Sheets of derivatives not designated as hedging instruments.
March 31, 2020
Assets

December 31, 2019
Liabilities

Assets

Liabilities

Current:
Price Risk Management
Assets/Liabilities:
Interest rate swaps

$

Total current

—
—

64

$

4
4

$

—
—

$

4
4

Table of Contents

March 31, 2020
Assets

December 31, 2019
Liabilities

Assets

Liabilities

Noncurrent:
Price Risk Management
Assets/Liabilities:
Interest rate swaps
Total noncurrent
$

Total derivatives

—

25

—

—

25

—

—

$

29

$

—

17
17
$

21

The following tables present the pre-tax effect of derivatives not designated as cash flow hedges that are recognized in income or regulatory assets for the period ended March 31, 2020.
Location of Gain (Loss) Recognized in
Derivative Instruments

Income on Derivatives

Interest rate swaps

Three Months

Interest expense

$

(1)

Location of Gain (Loss) Recognized in
Derivative Instruments

Regulatory Assets

Interest rate swaps

Three Months

Regulatory assets - noncurrent

$

(8)

The following tables present the pre-tax effect of derivatives not designated as cash flow hedges that are recognized in income or regulatory assets for the period ended March 31, 2019.
Location of Gain (Loss) Recognized in
Derivative Instruments

Income on Derivatives

Interest rate swaps

Three Months

Interest expense

$

(1)

Location of Gain (Loss) Recognized in
Derivative Instruments

Regulatory Assets

Interest rate swaps

Three Months

Regulatory assets - noncurrent

$

(1)

(PPL, LKE, LG&E and KU)
Offsetting Derivative Instruments
PPL, LKE, LG&E and KU or certain of their subsidiaries have master netting arrangements in place and also enter into agreements pursuant to which they purchase or sell certain energy and other
products. Under the agreements, upon termination of the agreement as a result of a default or other termination event, the non-defaulting party typically would have a right to set off amounts owed
under the agreement against any other obligations arising between the two parties (whether under the agreement or not), whether matured or contingent and irrespective of the currency, place of
payment or place of booking of the obligation.
PPL, LKE, LG&E and KU have elected not to offset derivative assets and liabilities and not to offset net derivative positions against the right to reclaim cash collateral pledged (an asset) or the
obligation to return cash collateral received (a liability) under derivatives agreements. The table below summarizes the derivative positions presented in the balance sheets where a right of setoff
exists under these arrangements and related cash collateral received or pledged.
Assets

Liabilities

Eligible for Offset

Eligible for Offset

Cash
Collateral
Received

Derivative
Instruments

Gross

Net

Cash
Collateral
Pledged

Derivative
Instruments

Gross

Net

March 31, 2020
Treasury Derivatives
PPL

$

359

$

—

$

29

$

330

$

34

$

—

$

1

$

33

LKE

—

—

—

—

29

—

1

28

LG&E

—

—

—

—

29

—

1

28
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Assets

Liabilities

Eligible for Offset

Eligible for Offset

Cash
Collateral
Received

Derivative
Instruments

Gross

Net

Cash
Collateral
Pledged

Derivative
Instruments

Gross

Net

December 31, 2019
Treasury Derivatives
PPL

$

296

$

5

$

14

$

277

$

26

$

5

$

—

$

21

LKE

—

—

—

—

21

—

—

21

LG&E

—

—

—

—

21

—

—

21

Credit Risk-Related Contingent Features
Certain derivative contracts contain credit risk-related contingent features which, when in a net liability position, would permit the counterparties to require the transfer of additional collateral upon a
decrease in the credit ratings of PPL, LKE, LG&E and KU or certain of their subsidiaries. Most of these features would require the transfer of additional collateral or permit the counterparty to
terminate the contract if the applicable credit rating were to fall below investment grade. Some of these features also would allow the counterparty to require additional collateral upon each
downgrade in credit rating at levels that remain above investment grade. In either case, if the applicable credit rating were to fall below investment grade, and assuming no assignment to an
investment grade affiliate were allowed, most of these credit contingent features require either immediate payment of the net liability as a termination payment or immediate and ongoing full
collateralization on derivative instruments in net liability positions.
Additionally, certain derivative contracts contain credit risk-related contingent features that require adequate assurance of performance be provided if the other party has reasonable concerns
regarding the performance of PPL's, LKE's, LG&E's and KU's obligations under the contracts. A counterparty demanding adequate assurance could require a transfer of additional collateral or other
security, including letters of credit, cash and guarantees from a creditworthy entity. This would typically involve negotiations among the parties. However, amounts disclosed below represent assumed
immediate payment or immediate and ongoing full collateralization for derivative instruments in net liability positions with "adequate assurance" features.
(PPL, LKE and LG&E)
At March 31, 2020, derivative contracts in a net liability position that contain credit risk-related contingent features, collateral posted on those positions and the related effect of a decrease in credit
ratings below investment grade are summarized as follows:
PPL
Aggregate fair value of derivative instruments in a net liability position with credit risk-related contingent features

$

Aggregate fair value of collateral posted on these derivative instruments
Aggregate fair value of additional collateral requirements in the event of a credit downgrade below investment grade (a)
(a)

LKE
6

$

LG&E
2

$

2

—

—

—

6

2

2

Includes the effect of net receivables and payables already recorded on the Balance Sheet.

15. Asset Retirement Obligations
(PPL, LKE, LG&E and KU)
PPL's, LKE's, LG&E's and KU's ARO liabilities are primarily related to CCR closure costs. See Note 10 for information on the CCR rule. LG&E also has AROs related to natural gas mains and
wells. LG&E's and KU's transmission and distribution lines largely operate under perpetual property easement agreements, which do not generally require restoration upon removal of the property.
Therefore, no material AROs are recorded for transmission and distribution assets. For LKE, LG&E and KU, all ARO accretion and depreciation expenses are reclassified as a regulatory asset. ARO
regulatory assets associated with certain CCR projects are amortized to expense in accordance with regulatory approvals. For other AROs, at the time of retirement, the related ARO regulatory asset
is offset against the associated cost of removal regulatory liability, PP&E and ARO liability.
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The changes in the carrying amounts of AROs were as follows.
PPL
Balance at December 31, 2019

LKE

$

282

Accretion
Changes in estimated timing or cost
Obligations settled

$

$

KU
73

$

142

4

4

1

3

18

18

—

18

(20)
$

Balance at March 31, 2020

LG&E
215

284

(20)
$

(7)

217

$

67

(13)
$

150

16. Accumulated Other Comprehensive Income (Loss)
(PPL)
The after-tax changes in AOCI by component for the periods ended March 31 were as follows.
Defined benefit plans

Foreign
currency
translation
adjustments

Unrealized gains (losses)
on qualifying
derivatives

Prior
service
costs

Actuarial
gain
(loss)

Total

PPL
December 31, 2019

$

Amounts arising during the period
Reclassifications from AOCI
Net OCI during the period

(1,425)

$

$

(53)

1

47

45

(61)

5

1

47

$

(1,533)

$

(8)

—

$

(17)

$

(2,863)

$

(4,366)

(7)

$

(19)

$

(2,405)

$

(3,964)

294

(19)

—

(3)

—

24

—

21

45

294

5

—

18

317

(1,239)

$

(2)

$

(19)

$

(2,387)

272

$

The following table presents PPL's gains (losses) and related income taxes for reclassifications from AOCI for the periods ended March 31.
Three Months
Details about AOCI

2020

Affected Line Item on the
2019

Statements of Income

Qualifying derivatives
Interest rate swaps

$

Cross-currency swaps

(3)

$

(2)

6

(28)

Total Pre-tax

3

(30)

Income Taxes

—

6

Total After-tax

3

(24)

Defined benefit plans
Prior service costs (a)

(1)

—

Net actuarial loss (a)

(59)

(26)

Total Pre-tax

(60)

(26)

Income Taxes

12

5

Total After-tax

(48)

(21)

$

Total reclassifications during the period

(a)

(4,358)

(3)

December 31, 2018

$

(2,910)

—

$

March 31, 2019

$

—

(1,486)

Net OCI during the period

(18)
—

$

Reclassifications from AOCI

$

8

March 31, 2020

Amounts arising during the period

(5)

(61)

These AOCI components are included in the computation of net periodic defined benefit cost. See Note 9 for additional information.
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(45)

$

(45)

Interest Expense
Other Income (Expense) - net

(3,647)
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Item 2. Combined Management's Discussion and Analysis of Financial Condition and
Results of Operations
(All Registrants)
This "Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" is separately filed by PPL, PPL Electric, LKE, LG&E and KU. Information
contained herein relating to any individual Registrant is filed by such Registrant solely on its own behalf, and no Registrant makes any representation as to information relating to any other
Registrant. The specific Registrant to which disclosures are applicable is identified in parenthetical headings in italics above the applicable disclosure or within the applicable disclosure for each
Registrant's related activities and disclosures. Within combined disclosures, amounts are disclosed for individual Registrants when significant.
The following should be read in conjunction with the Registrants' Condensed Consolidated Financial Statements and the accompanying Notes and with the Registrants' 2019 Form 10-K. Capitalized
terms and abbreviations are defined in the glossary. Dollars are in millions, except per share data, unless otherwise noted.
"Management's Discussion and Analysis of Financial Condition and Results of Operations" includes the following information:
•

"Overview" provides a description of each Registrant's business strategy and a discussion of important financial and operational developments.

•

"Results of Operations" for all Registrants includes a "Statement of Income Analysis," which discusses significant changes in principal line items on the Statements of Income, comparing
the three months ended March 31, 2020 with the same period in 2019. For PPL, "Results of Operations" also includes "Segment Earnings" and "Adjusted Gross Margins," which provide a
detailed analysis of earnings by reportable segment. These discussions include non-GAAP financial measures, including "Earnings from Ongoing Operations" and "Adjusted Gross
Margins" and provide explanations of the non-GAAP financial measures and a reconciliation of the non-GAAP financial measures to the most comparable GAAP measure.

•

"Financial Condition - Liquidity and Capital Resources" provides an analysis of the Registrants' liquidity positions and credit profiles. This section also includes a discussion of rating
agency actions.

•

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

Introduction
(PPL)
PPL, headquartered in Allentown, Pennsylvania, is a utility holding company. PPL, through its regulated utility subsidiaries, delivers electricity to customers in the U.K., Pennsylvania, Kentucky and
Virginia; delivers natural gas to customers in Kentucky; and generates electricity from power plants in Kentucky.
PPL's principal subsidiaries are shown below (* denotes a Registrant).
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PPL Corporation*

PPL Capital Funding

Provides financing for the operations of PPL
and certain subsidiaries

PPL Global

PPL Electric*

LKE*

Engages in the regulated distribution of
electricity in the U.K.

LG&E*

KU*

Engages in the regulated generation,
transmission, distribution and sale of electricity
and regulated distribution and sale of natural gas
in Kentucky

U.K.
Regulated Segment

Engages in the regulated transmission and
distribution of electricity in Pennsylvania

Engages in the regulated generation,
transmission, distribution and sale of
electricity, primarily in Kentucky

Kentucky
Regulated Segment

Pennsylvania
Regulated Segment

PPL's reportable segments' results primarily represent the results of PPL Global, LKE and PPL Electric, except that the reportable segments are also allocated certain corporate level financing and
other costs that are not included in the results of PPL Global, LKE and PPL Electric. PPL Global is not a Registrant. Unaudited annual consolidated financial statements for the U.K. Regulated
segment are furnished on a Form 8-K with the SEC.
In addition to PPL, the other Registrants included in this filing are as follows.
(PPL Electric)
PPL Electric, headquartered in Allentown, Pennsylvania, is a wholly owned subsidiary of PPL and a regulated public utility that is an electricity transmission and distribution service provider in
eastern and central Pennsylvania. PPL Electric is subject to regulation as a public utility by the PUC, and certain of its transmission activities are subject to the jurisdiction of the FERC under the
Federal Power Act. PPL Electric delivers electricity in its Pennsylvania service area and provides electricity supply to retail customers in that area as a PLR under the Customer Choice Act.
(LKE)
LKE, acquired in 2010 and headquartered in Louisville, Kentucky, is a wholly owned subsidiary of PPL and a holding company that owns regulated utility operations through its subsidiaries, LG&E
and KU, which constitute substantially all of LKE's assets. LG&E and KU are engaged in the generation, transmission, distribution and sale of electricity. LG&E also engages in the distribution and
sale of natural gas. LG&E and KU maintain separate corporate identities and serve customers in Kentucky under their respective names. KU also serves customers in Virginia under the Old
Dominion Power name.
(LG&E)
LG&E, headquartered in Louisville, Kentucky, is a wholly owned subsidiary of LKE and a regulated utility engaged in the generation, transmission, distribution and sale of electricity and distribution
and sale of natural gas in Kentucky. LG&E is subject to regulation as a public utility by the KPSC, and certain of its transmission activities are subject to the jurisdiction of the FERC under the
Federal Power Act.
(KU)
KU, headquartered in Lexington, Kentucky, is a wholly owned subsidiary of LKE and a regulated utility engaged in the generation, transmission, distribution and sale of electricity in Kentucky and
Virginia. KU is subject to regulation as a public
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utility by the KPSC, the VSCC and certain of its transmission and wholesale power activities are subject to the jurisdiction of the FERC under the Federal Power Act. KU serves its Kentucky
customers under the KU name and its Virginia customers under the Old Dominion Power name.
Business Strategy
(All Registrants)
PPL operates seven fully regulated, high-performing utilities. These utilities are located in the U.K., Pennsylvania and Kentucky, in constructive regulatory jurisdictions with distinct regulatory
structures and customer classes. PPL believes this business portfolio positions the company well for continued success and provides earnings and dividend growth potential.
PPL's strategy, and that of the other Registrants, is to deliver best-in-sector operational performance, invest in a sustainable energy future, maintain a strong financial foundation, and engage and
develop its people. PPL's business plan is designed to achieve growth by providing efficient, reliable and safe operations and strong customer service, maintaining constructive regulatory
relationships and achieving timely recovery of costs. These businesses are expected to achieve strong, long-term growth in rate base in the U.S. and RAV in the U.K. Rate base growth is being driven
by planned significant capital expenditures to maintain existing assets and improve system reliability and, for LKE, LG&E and KU, to comply with federal and state environmental regulations related
to coal-fired electricity generation facilities.
For the U.S. businesses, central to PPL's strategy is recovering capital project costs efficiently through various rate-making mechanisms, including periodic base rate case proceedings using forward
test years, annual FERC formula rate mechanisms and other regulatory agency-approved recovery mechanisms designed to limit regulatory lag. In Kentucky, the KPSC has adopted a series of
regulatory mechanisms (ECR, DSM, GLT, fuel adjustment clause, and gas supply clause) and recovery on construction work-in-progress that reduce regulatory lag and provide timely recovery of and
return on, as appropriate, prudently incurred costs. In addition, the KPSC requires a utility to obtain a CPCN prior to constructing a facility, unless the construction is an ordinary extension of existing
facilities in the usual course of business or does not involve sufficient capital expenditures to materially affect the utility's financial condition. Although such KPSC proceedings do not directly
address cost recovery issues, the KPSC, in awarding a CPCN, concludes that the public convenience and necessity require the construction of the facility on the basis that the facility is the lowest
reasonable cost alternative to address the need. In Pennsylvania, the FERC transmission formula rate, DSIC mechanism, Smart Meter Rider and other recovery mechanisms operate to reduce
regulatory lag and provide for timely recovery of and a return on, as appropriate, prudently incurred costs.
To manage financing costs and access to credit markets, and to fund capital expenditures, a key objective of the Registrants is to maintain their investment grade credit ratings and adequate liquidity
positions. In addition, the Registrants have financial and operational risk management programs that, among other things, are designed to monitor and manage exposure to earnings and cash flow
volatility, as applicable, related to changes in interest rates, foreign currency exchange rates and counterparty credit quality. To manage these risks, PPL generally uses contracts such as forwards,
options and swaps. See "Financial Condition - Risk Management" below for further information.
Earnings generated by PPL's U.K. subsidiaries are subject to foreign currency translation risk. Because WPD's earnings represent such a significant portion of PPL's consolidated earnings, PPL enters
into foreign currency contracts to economically hedge the value of the GBP versus the U.S. dollar. These hedges do not receive hedge accounting treatment under GAAP. See "Financial and
Operational Developments - U.K. Membership in European Union" for additional discussion of the U.K. earnings hedging activity.
The U.K. subsidiaries also have currency exposure to the U.S. dollar to the extent of their U.S. dollar denominated debt. To manage these risks, PPL generally uses contracts such as forwards, options
and cross-currency swaps that contain characteristics of both interest rate and foreign currency exchange contracts.
As discussed above, a key component of this strategy is to maintain constructive relationships with regulators in all jurisdictions in which the Registrants operate (U.K., U.S. federal and state). This is
supported by a strong culture of integrity and delivering on commitments to customers, regulators and shareowners, and a commitment to continue to improve customer service, reliability and
operational efficiency.
70

Table of Contents

Financial and Operational Developments
Outbreak of COVID-19 (All Registrants)
In recent weeks, the continued spread of COVID-19 has led to global economic disruption and volatility in financial markets. The Registrants have taken significant steps to mitigate the potential
spread of COVID-19 to our customers, suppliers and employees. PPL has successfully implemented its company-wide pandemic plan, which guides the emergency response. Business continuity and
other precautionary measures have been taken to ensure we can continue to safely provide reliable electricity and gas service to our customers. The Registrants have implemented social distancing
measures for all employees including work from home arrangements where possible and continue to implement strong physical and cyber security measures to ensure that systems function effectively
to serve operational and remote workforce needs. The Registrants continue to monitor developments affecting their workforces and customers and will take additional actions as appropriate to
respond to changing conditions and mitigate the impacts.
This is a rapidly evolving situation that could lead to extended disruption of economic activity in the Registrants’ markets for an undetermined period of time. Lock-down or closure of non-essential
businesses has occurred in each of the Registrants’ service territories, which has resulted in reductions in commercial and industrial demand and an increase in residential demand for electricity
service. The financial impact of this net reduction in load was not material to the first quarter financial results. The impact on future periods will depend upon various factors, including the pace and
extent to which the Registrants' jurisdictions reopen their economies and community response to the reopening of businesses as well as the extent that businesses continue work from home protocols.
We cannot predict these factors and therefore cannot quantify the overall impact COVID-19 will have on our 2020 results of operations.
The Registrants are committed to supporting their customers and communities and have followed federal and state mandates to suspend disconnections for non-payment and new late fees and have
worked to reconnect service for customers who had previously been disconnected, where required. Despite suspension of disconnections for non-payment, the Registrants have not experienced a
significant reduction of cash receipts and have not adjusted their allowance for uncollectible accounts for potential additional expected credit losses. The Registrants will continue to monitor cash
receipts to determine if future increases in their allowance for uncollectible accounts is required.
At March 31, 2020, the Registrants had approximately $3.1 billion of combined unused credit facility capacity. In addition, PPL Capital Funding, PPL Electric, LG&E and KU may, subject to certain
conditions, increase their syndicated credit facilities in an aggregate amount of up to $1 billion. In addition, in early April 2020, PPL Capital Funding borrowed an additional $200 million aggregate
amount under one and two-year term loan credit facilities and issued $1 billion in senior notes. Based on these actions the Registrants do not anticipate a significant impact on their financial condition
or liquidity, and do not foresee difficulties in accessing the capital markets in the near-term. See Note 8 to the Financial Statements for additional information.
The Registrants have assessed the fair value of their assets and liabilities and no impairment charges were required. See “Goodwill Assessment” below for additional information on the interim
goodwill impairment test performed for the U.K. Regulated segment reporting unit in the first quarter of 2020.
PPL’s pension plans continue to be well-funded as its liability-driven investment strategy and active management have mitigated investment losses resulting from recent market volatility and
significant declines in equity values.
PPL has executed hedges to mitigate the foreign exchange risk to its U.K. earnings. The COVID-19 outbreak has put additional downward pressure on the GBP to U.S. dollar exchange rate. As of
March 31, 2020, PPL's foreign exchange exposure related to budgeted earnings is approximately 86% hedged for 2020 at an average rate of $1.55 per GBP and approximately 8% hedged for 2021 at
an average rate of $1.32 per GBP. Although PPL cannot predict the impact of COVID-19 on foreign exchange rates, the impact could be significant.
In response to COVID-19, on March 27, 2020, President Donald Trump signed into law the Coronavirus Aid, Relief, and Economic Security Act (the CARES Act). PPL evaluated the provisions of
the CARES Act as of March 31, 2020 and believes there is no significant effect on its financial statements. Certain tax provisions may result in immaterial cash benefits in 2020.
To date, there has been no material impact on the Registrants’ business, results of operations, financial condition, liquidity or on their supply chain as a result of COVID-19; however, the ultimate
severity or duration of the outbreak or its effects on the global economy, the capital markets, or the Registrants’ workforce, contractors, customers and suppliers is uncertain. The
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Registrants cannot predict the ultimate impact COVID-19 will have on their financial position, results of operations, cash flows or liquidity.
Goodwill Assessment (PPL, LKE, LG&E and KU)
The COVID-19 pandemic has disrupted the U.S. and global economies and continues to present extraordinary challenges to businesses, communities, workforces and markets. In the U.S. and
throughout the world, governmental authorities have taken urgent and extensive actions to contain the spread of the virus and mitigate known or foreseeable impacts. In the Registrants’ service
territories, mitigation measures have included quarantines, stay-at-home orders, travel restrictions, reduced operations or closures of businesses, schools and governmental agencies, and legislative or
regulatory actions to address health or other pandemic-related concerns, all of which have the potential to adversely impact the Registrants' business and operations, especially if these measures
remain in effect for a prolonged period of time. PPL’s shares have experienced volatility and a decrease in market value since the outbreak of COVID-19.
PPL, LKE, LG&E and KU considered whether these events would more likely than not reduce the fair value of the Registrants’ reporting units below their carrying amounts. Based on our
assessment, a quantitative impairment test was not required for the LKE, LG&E and KU reporting units, but was required for the U.K. Regulated segment reporting unit, the allocated goodwill of
which was $2.5 billion at March 31, 2020. The test did not indicate impairment of the reporting unit.
Management used both discounted cash flows and market multiples, including implied RAV premiums, which required significant assumptions, to estimate the fair value of the reporting units.
Significant assumptions used in the discounted cash flows include discount and growth rates, the finalization of RIIO-ED2, and projected operating and capital cash flows. Projected operating and
capital cash flows are based on the internal business plans, which assume the occurrence of certain future events. Significant assumptions used in the market multiples include sector market
performance and comparable transactions.
A high degree of judgment is required to develop estimates related to fair value conclusions. A decrease in the forecasted cash flows of 10%, an increase in the discount rate of 10%, or a 10%
decrease in the market multiples would not have resulted in an impairment of goodwill for the U.K. Regulated segment reporting unit.
Although goodwill was not determined to be impaired at March 31, 2020, it is possible that an impairment charge could occur in future periods if PPL’s share price or any of the assumptions used in
determining fair value of the reporting units are negatively impacted.
U.K. Corporation Tax Rate Change (PPL)
The U.K. corporation tax rate was scheduled to reduce from 19% to 17%, effective April 1, 2020. On March 11, 2020, the U.K. Spring Budget 2020 was announced and included a cancellation of the
tax rate reduction to 17%. Maintaining the corporation tax rate at 19% for financial years 2020 and 2021 is expected to be included in the Finance Act 2020, which PPL expects will be approved and
enacted into law in the third quarter of 2020. The impact of the cancellation of the corporate tax rate reduction, if enacted as proposed, would be an increase in deferred tax liabilities and a
corresponding deferred tax cost of approximately $100 to $110 million.
U.S. Tax Reform (All Registrants)
The IRS issued proposed regulations for certain provisions of the TCJA in 2018, including rules relating to limitations on interest deductibility. These proposed regulations were issued in November
2018 and should not apply to the Registrants until the year in which the regulations are issued in final form, which is expected to be in 2020. It is uncertain what form the final regulations will take
and, therefore, the Registrants cannot predict what impact the final regulations will have on the tax deductibility of interest expense. However, if the proposed regulations were issued as final in their
current form, the Registrants could have a limitation on a portion of their interest expense deduction for tax purposes and such limitation could be significant. PPL expressed its views on these
proposed regulations in a comment letter addressed to the IRS on February 26, 2019.
U.K. Membership in European Union (PPL)
In March 2017, the U.K. Government invoked Article 50 (Article 50) of the Lisbon Treaty, formally beginning the two-year period for the U.K. to negotiate an agreement specifying the terms of its
withdrawal from the European Union (EU), popularly referred to as Brexit. After repeated extensions, in October 2019, the EU agreed to extend the Article 50 process until January
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31, 2020. Following an early general election in December 2019, which resulted in a substantial Conservative Party Parliamentary majority, the U.K. and EU Parliaments voted to approve the EU
withdrawal agreement negotiated by Prime Minister Boris Johnson.
The U.K. formally left the EU on January 31, 2020, entering a transition period that is scheduled to end on December 31, 2020. During the transition period, the U.K. will seek to negotiate a free
trade arrangement with the EU and also negotiate new trade terms with countries outside of the EU. Significant uncertainty continues to surround the outcome of the transition period. PPL believes
that its greatest risks relate to any extended period of depressed value of the GBP or the potential further decline in the value of the GBP compared to the U.S. dollar. A decline in the value of the
GBP compared to the U.S. dollar will reduce the value of WPD's earnings to PPL.
PPL has executed hedges to mitigate the foreign exchange risk to its U.K. earnings. As of March 31, 2020, PPL's foreign exchange exposure related to budgeted earnings is approximately 86%
hedged for 2020 at an average rate of $1.55 per GBP and approximately 8% hedged for 2021 at an average rate of $1.32 per GBP.
PPL cannot predict the impact, in either the short-term or long-term, on foreign exchange rates or PPL's financial condition that may be experienced as a result of the actions taken by the U.K.
government to withdraw from the EU, although such impacts could be material.
PPL does not expect the financial condition and results of operations of WPD, itself, to change significantly as a result of Brexit. The regulatory environment and operation of WPD's businesses are
not expected to change. RIIO-ED1, the current price control, with allowed revenues agreed with Ofgem runs through March 2023. The impact of a slower economy or recession on WPD would be
mitigated in part because U.K. regulation provides that any reduction in the volume of electricity delivered will be recovered in allowed revenues in future periods through the K-factor adjustment.
See "Item 1. Business - Segment Information - U.K. Regulated Segment" in PPL's 2019 Form 10-K for additional information on the current price control and K-factor adjustment. In addition, an
increase in inflation would have a positive effect on revenues and RAV as annual inflation adjustments are applied to both revenues and RAV (and real returns are earned on inflated RAV). This
impact, however, would be partially offset by higher operation and maintenance expenses and interest expense on index-linked debt. With respect to access to financing, WPD has substantial
borrowing capacity under existing credit facilities and expects to continue to have access to all major financial markets. With respect to access to and cost of equipment and other materials, WPD
management continues to review U.K. government issued advice on preparations for Brexit and has taken actions to mitigate potential increasing costs and disruption to its critical sources of supply.
Additionally, less than 1% of WPD's employees are non-U.K. EU nationals and no change in their domicile is expected.
Regulatory Requirements
(All Registrants)
The Registrants cannot predict the impact that future regulatory requirements may have on their financial condition or results of operations.
(PPL, LKE, LG&E and KU)
The businesses of LKE, LG&E and KU are subject to extensive federal, state and local environmental laws, rules and regulations, including those pertaining to CCRs, GHG, and ELGs. See Notes 7,
10 and 15 to the Financial Statements for a discussion of these significant environmental matters. These and other stringent environmental requirements led PPL, LKE, LG&E and KU to retire
approximately 1,000 MW of coal-fired generating plants in Kentucky since 2015.
RIIO-2 Framework (PPL)
In 2018, Ofgem issued its consultation document on the RIIO-2 framework, covering all U.K. gas and electricity transmission and distribution price controls. The current electricity distribution price
control, RIIO-ED1, continues through March 31, 2023 and will not be impacted by the RIIO-2 consultation process. Later in 2018, Ofgem published its decision following its RIIO-2 framework
consultation after consideration of comments received including those from WPD and PPL.
In August 2019, Ofgem published an open letter seeking views on its proposed sector specific approach on the RIIO-ED2 framework. WPD and PPL provided responses to this open letter. In
December 2019, Ofgem published its decision on the RIIO-ED2 framework, thus confirming the following points in its RIIO-2 and RIIO-ED2 framework decision documents:
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•
•
•
•
•
•
•
•
•

RIIO-ED2 will be a five-year price control period, compared to eight years in the current RIIO-ED1 price control.
CPI or CPIH will be used for inflation measurement in calculating both RAV and allowed returns rather than RPI.
The baseline allowed return on equity will be set using the same methodology in all RIIO-2 sectors. The new methodology includes; (a) an equity indexation, whereby the allowed
return on equity is updated to reflect changes in the risk-free rate, and (b) potentially setting the allowed return 0.5% below the expected return.
Full debt indexation will be retained.
The early settlement process (fast tracking) will be removed and replaced with an alternative mechanism to incentivize high-quality, rigorous and ambitious business plans.
The Totex incentive rate will be based on a confidence level for setting baseline cost allowances.
A new enhanced engagement model will be introduced requiring distribution companies to set up a customer engagement group to provide Ofgem with a public report of local
stakeholders’ views on the companies’ business plans. Ofgem will also establish an independent RIIO-2 challenge group comprised of consumer experts to provide Ofgem with a
public report on companies’ business plans.
There will be no change to the existing depreciation policy of using economic asset lives as the basis for depreciating RAV as part of base revenue calculations. WPD is currently
transitioning to 45-year asset lives for new additions in RIIO-ED1 based on Ofgem’s extensive review of asset lives in RIIO-ED1.
A focus of RIIO-2 will be on whole-system outcomes. Ofgem intends network companies and system operators working together to ensure the energy system as a whole is efficient
and delivers the best value to consumers. Ofgem is undertaking further work to clarify the definition of whole-system and the appropriate roles of the network companies in
supporting this objective. Ofgem is still undecided on how DSO functions are to be treated. Ofgem will include a DSO reopener to reassess progress made in the establishment of
DSO activities.

Ofgem will now shift focus to the development of the RIIO-ED2 price control methodology, with the consultation expected to be published by the third quarter of 2020. WPD and PPL continue to be
fully engaged in the RIIO-ED2 process. PPL cannot predict the outcome of this process or the long-term impact the final RIIO-ED2 price control will have on its financial condition or results of
operations. Any decision for RIIO-ED2 will not be finalized until November 2022. The RIIO-ED2 price control will come into effect on April 1, 2023.
FERC Transmission Rate Filing
(PPL, LKE, LG&E and KU)
In 2018, LG&E and KU applied to the FERC requesting elimination of certain on-going credits to a sub-set of transmission customers relating to the 1998 merger of LG&E's and KU's parent entities
and the 2006 withdrawal of LG&E and KU from the Midcontinent Independent System Operator, Inc. (MISO), a regional transmission operator and energy market. The application seeks termination
of LG&E's and KU's commitment to provide certain Kentucky municipalities mitigation for certain horizontal market power concerns arising out of the 1998 LG&E and KU merger and 2006 MISO
withdrawal. The amounts at issue are generally waivers or credits granted to a limited number of Kentucky municipalities for either certain LG&E and KU or MISO transmission charges incurred for
transmission service received. Due to the development of robust, accessible energy markets over time, LG&E and KU believe the mitigation commitments are no longer relevant or appropriate. In
March 2019, the FERC granted LG&E's and KU's request to remove the ongoing credits, conditioned upon the implementation by LG&E and KU of a transition mechanism for certain existing power
supply arrangements, subject to FERC review and approval. In July 2019, LG&E and KU proposed their transition mechanism to the FERC and in September 2019, the FERC rejected the proposed
transition mechanism and issued a separate order providing clarifications of certain aspects of the March order. In October 2019, LG&E and KU filed requests for rehearing and clarification on the
two September orders. In November 2019, the FERC granted LG&E and KU's and other parties' rehearing requests. Additionally, certain petitions for review of FERC's orders have been filed by
multiple parties, including LG&E and KU, at the D.C. Circuit Court of Appeals. LG&E and KU cannot predict the outcome of the proceedings. In February 2020, the D.C. Circuit Court of Appeals
issued an order holding the various appeals in abeyance pending the FERC's rehearing process. LG&E and KU currently receive recovery of waivers and credits provided through other rate
mechanisms.
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(PPL and PPL Electric)
In April 2020, PPL Electric filed its annual transmission formula rate update with the FERC, reflecting a revised revenue requirement that will take effect in June 2020.
Rate Case Proceedings
(LKE and KU)
In July 2019, KU filed a request with the VSCC for an increase in annual Virginia base electricity revenues of approximately $13 million, representing an increase of 18.2%. In January 2020, KU
reached a partial settlement agreement including an increase in annual Virginia base electricity revenues of $9 million effective May 1, 2020, representing an increase of 12.9%. A hearing on the
settlement and certain tariff provisions was held in January 2020. On April 6, 2020, the VSCC issued an order approving the settlement and Hearing Examiner tariff provision recommendations.
Results of Operations
(PPL)
The "Statement of Income Analysis" discussion below describes significant changes in principal line items on PPL's Statements of Income, comparing the three months ended March 31, 2020 with
the same period in 2019. The "Segment Earnings" and "Adjusted Gross Margins" discussions for PPL provide a review of results by reportable segment. These discussions include non-GAAP
financial measures, including "Earnings from Ongoing Operations" and "Adjusted Gross Margins," and provide explanations of the non-GAAP financial measures and a reconciliation of those
measures to the most comparable GAAP measure.
Tables analyzing changes in amounts between periods within "Statement of Income Analysis," "Segment Earnings" and "Adjusted Gross Margins" are presented on a constant GBP to U.S. dollar
exchange rate basis, where applicable, in order to isolate the impact of the change in the exchange rate on the item being explained. Results computed on a constant GBP to U.S. dollar exchange rate
basis are calculated by translating current year results at the prior year weighted-average GBP to U.S. dollar exchange rate.
(PPL Electric, LKE, LG&E and KU)
A "Statement of Income Analysis" is presented separately for PPL Electric, LKE, LG&E and KU. The "Statement of Income Analysis" discussion below describes significant changes in principal
line items on the Statements of Income, comparing the three months ended March 31, 2020 with the same period in 2019.
(All Registrants)
The results for interim periods can be disproportionately influenced by numerous factors and developments and by seasonal variations. As such, the results of operations for interim periods do not
necessarily indicate results or trends for the year or future periods.
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PPL: Statement of Income Analysis, Segment Earnings and Adjusted Gross Margins
Statement
- - - -of-Income
- - - Analysis
-- Net income for the period ended March 31 includes the following results.
Three Months
2020
Operating Revenues

$

2019
2,054

$

$ Change
2,079

$

(25)

Operating Expenses
Operation
Fuel

163

194

(31)

Energy purchases

201

250

(49)

Other operation and maintenance

476

490

(14)

317

284

33

Taxes, other than income

80

80

Total Operating Expenses

1,237

1,298

Other Income (Expense) - net

125

52

Interest Expense

248

241

7

Income Taxes

140

126

14

Depreciation

$

Net Income

554

$

466

—
(61)
73

$

88

Operating Revenues
The increase (decrease) in operating revenues was due to:
Three Months
Domestic:
PPL Electric Distribution volumes (a)
PPL Electric PLR (b)

$

(24)
(27)

PPL Electric Transmission Formula Rate (c)

16

LKE Retail Rates (d)

49

LKE ECR (e)
LKE Fuel and other energy purchase prices (f)
LKE Municipal supply (g)
LKE Volumes (h)
Other

19
(21)
(22)
(38)
(8)

Total Domestic

(56)

U.K.:
Price

18

Foreign currency exchange rates

9

Other

4

Total U.K.

31
$

Total
(a)
(b)
(c)
(d)
(e)
(f)
(g)
(h)

The decrease was primarily due to warmer weather in 2020.
The decrease was primarily due to lower energy volumes of $16 million primarily due to warmer weather in 2020 and lower energy prices of $11 million.
The increase was primarily due to increased returns on capital investments.
The increase was primarily due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.
The increase was primarily due to higher recoverable depreciation expense as a result of higher depreciation rates effective May 1, 2019.
The decrease was primarily due to lower recoveries of fuel and energy purchases due to lower commodity costs.
The decrease was primarily due to the termination of eight supply contracts with Kentucky municipalities on April 30, 2019
The decrease was primarily due to weather.
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Fuel
Fuel decreased $31 million primarily due to a $13 million decrease in volumes driven by weather, a $10 million decrease in commodity costs and an $8 million decrease in volumes driven by the
termination of eight supply contracts with Kentucky municipalities on April 30, 2019.
Energy Purchases
Energy purchases decreased $49 million primarily due to lower PLR prices of $18 million and lower PLR volumes of $14 million at PPL Electric as well as a $14 million decrease in commodity
costs at LKE.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance was due to:
Three Months
Domestic:
PPL Electric storm costs
LKE plant operations and maintenance
LKE administrative and general
Other
U.K.:

$

(16)
(3)
(5)
(2)

Pension

2

Foreign currency exchange rates

2

Third-party engineering

2

Other

6
$

Total

(14)

Depreciation
The increase in depreciation was due to:
Three Months
Additions to PP&E, net

$

11

Foreign currency exchange rates

1

Depreciation rates (a)

19

Other

2
$

Total
(a)

33

Higher depreciation rates were effective May 1, 2019 at LG&E and KU.

Other Income (Expense) - net
The increase (decrease) in other income (expense) - net was due to:
Three Months
Economic foreign currency exchange contracts (Note 14)
Defined benefit plans - non-service credits (Note 9)
Other

$

95
(12)
(10)

Total

$

73

77

Table of Contents

Interest Expense
The increase (decrease) in interest expense was due to:
Three Months
Long-term debt interest expense
Short-term debt interest expense

$

8
(2)

Foreign currency exchange rates

1
$

Total

7

Income Taxes
Income taxes increased by $14 million primarily due to a change in pre-tax income. See Note 6 to the Financial Statements for additional information on income taxes.
Segment Earnings
PPL's Net Income by reportable segment for the period ended March 31 was as follows:
Three Months
2020
U.K. Regulated

$

2019
340

$

$ Change
264

$

76

Kentucky Regulated

127

117

10

Pennsylvania Regulated

118

121

(3)

Corporate and Other (a)

(31)

(36)

$

Net Income
(a)

554

$

466

5
$

88

Primarily represents financing and certain other costs incurred at the corporate level that have not been allocated or assigned to the segments, which are presented to reconcile segment information to PPL's consolidated results.

Earnings from Ongoing Operations

----- -----

Management utilizes "Earnings from Ongoing Operations" as a non-GAAP financial measure that should not be considered as an alternative to net income, an indicator of operating performance
determined in accordance with GAAP. PPL believes that Earnings from Ongoing Operations is useful and meaningful to investors because it provides management's view of PPL's earnings
performance as another criterion in making investment decisions. In addition, PPL's management uses Earnings from Ongoing Operations in measuring achievement of certain corporate performance
goals, including targets for certain executive incentive compensation. Other companies may use different measures to present financial performance.
Earnings from Ongoing Operations is adjusted for the impact of special items. Special items are presented in the financial tables on an after-tax basis with the related income taxes on special items
separately disclosed. Income taxes on special items, when applicable, are calculated based on the statutory tax rate of the entity where the activity is recorded. Special items may include items such
as:
• Unrealized gains or losses on foreign currency economic hedges (as discussed below).
• Gains and losses on sales of assets not in the ordinary course of business.
• Impairment charges.
• Significant workforce reduction and other restructuring effects.
• Acquisition and divestiture-related adjustments.
• Other charges or credits that are, in management's view, non-recurring or otherwise not reflective of the company's ongoing operations.
Unrealized gains or losses on foreign currency economic hedges include the changes in fair value of foreign currency contracts used to hedge GBP-denominated anticipated earnings. The changes in
fair value of these contracts are recognized immediately within GAAP earnings. Management believes that excluding these amounts from Earnings from Ongoing Operations until settlement of the
contracts provides a better matching of the financial impacts of those contracts with the economic value of PPL's underlying hedged earnings. See Note 14 to the Financial Statements and "Risk
Management" below for additional information on foreign currency economic activity.
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PPL's Earnings from Ongoing Operations by reportable segment for the period ended March 31 were as follows:
Three Months
2020
U.K. Regulated

$

2019
298

$ Change

$

304

$

(6)

Kentucky Regulated

127

117

10

Pennsylvania Regulated

118

121

(3)

Corporate and Other

(29)

(34)

$

Earnings from Ongoing Operations

514

$

5

508

$

6

See "Reconciliation of Earnings from Ongoing Operations" below for a reconciliation of this non-GAAP financial measure to Net Income.
U.K. Regulated Segment
The U.K. Regulated segment consists of PPL Global, which primarily includes WPD's regulated electricity distribution operations, the results of hedging the translation of WPD's earnings from GBP
into U.S. dollars, and certain costs, such as U.S. income taxes, administrative costs and certain acquisition-related financing costs. The U.K. Regulated segment represents 61% of PPL's Net Income
for the three months ended March 31, 2020 and 39% of PPL's assets at March 31, 2020.
Net Income and Earnings from Ongoing Operations for the period ended March 31 include the following results.
Three Months
2020
Operating revenues

$

Other operation and maintenance

2019
614

$

$ Change
583

$

31

129

118

11

Depreciation

66

62

4

Taxes, other than income

33

32

1

Total operating expenses

228

212

16

Other Income (Expense) - net

130

45

85

Interest Expense

102

99

3

74

53

21

340

264

76

42

(40)

Income Taxes
Net Income
Less: Special Items
$

Earnings from Ongoing Operations

298

$

82

304

$

(6)

The following after-tax gains (losses), which management considers special items, impacted the U.K. Regulated segment's results and are excluded from Earnings from Ongoing Operations during
the period ended March 31.
Three Months
Income Statement Line Item
Foreign currency economic hedges, net of tax of ($11), $11 (a)

Other Income (Expense) - net

Total Special Items
(a)

2020

2019

$

42

$

(40)

$

42

$

(40)

Unrealized gains (losses) on contracts that economically hedge anticipated GBP-denominated earnings.

The changes in the components of the U.K. Regulated segment's results between these periods are due to the factors set forth below, which reflect amounts classified as U.K. Adjusted Gross Margins,
the items that management considers special and the effects of movements in foreign currency exchange, including the effects of foreign currency hedge contracts, on separate lines and not in their
respective Statement of Income line items.
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Three Months
U.K.
U.K. Adjusted Gross Margins
Other operation and maintenance
Depreciation
Other Income (Expense) - net
Interest expense

$

20
(10)
(4)
(11)
(2)

Income taxes

1

U.S.
Income taxes

(1)

Other
Foreign currency exchange, after-tax

3
(2)

Earnings from Ongoing Operations

(6)

Special items, after-tax

82
$

Net Income

76

U.K.
•

See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of U.K. Adjusted Gross Margins.

•

Higher other operation and maintenance expense primarily from increases in various costs that were not individually significant in comparison to the prior year.

•

Lower other income (expense) - net primarily from lower pension income.

Kentucky Regulated Segment
The Kentucky Regulated segment consists primarily of LKE's regulated electricity generation, transmission and distribution operations conducted by LG&E and KU, as well as LG&E's regulated
distribution and sale of natural gas. In addition, certain acquisition-related financing costs are allocated to the Kentucky Regulated segment. The Kentucky Regulated segment represents 23% of
PPL's Net Income for the three months ended March 31, 2020 and 34% of PPL's assets at March 31, 2020.
Net Income and Earnings from Ongoing Operations for the period ended March 31 include the following results.
Three Months
2020
Operating revenues

$

Fuel

2019
825

$

$ Change
845

$

(20)

163

194

(31)

57

79

(22)

Other operation and maintenance

204

214

(10)

Depreciation

149

123

26

18

18

—

591

628

(37)

Energy purchases

Taxes, other than income
Total operating expenses
Other Income (Expense) - net

—

—

Interest Expense

75

70

5

Income Taxes

32

30

2

127

117

10

Net Income
Less: Special Items (a)

—
$

Earnings from Ongoing Operations
(a)

127

—
$

117

—
$

10

There are no items that management considers special for the periods presented.

The changes in the components of the Kentucky Regulated segment's results between these periods are due to the factors set forth below, which reflect amounts classified as Kentucky Adjusted Gross
Margins on separate lines and not in their respective Statement of Income line items.
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Three Months
Kentucky Adjusted Gross Margins

$

17

Other operation and maintenance
Depreciation
Taxes, other than income
Interest Expense
Income Taxes

9
(8)
(1)
(5)
(2)
$

Net Income

10

•

See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of Kentucky Adjusted Gross Margins.

•

Lower other operation and maintenance expense primarily from decreases in various costs that were not individually significant in comparison to the prior year.

•

Higher depreciation expense primarily due to a $5 million increase related to higher depreciation rates effective May 1, 2019 and a $3 million increase related to additional assets placed into
service, net of retirements.

Pennsylvania Regulated Segment
The Pennsylvania Regulated segment includes the regulated electricity transmission and distribution operations of PPL Electric. In addition, certain costs are allocated to the Pennsylvania Regulated
segment. The Pennsylvania Regulated segment represents 21% of PPL's Net Income for the three months ended March 31, 2020 and 26% of PPL's assets at March 31, 2020.
Net Income and Earnings from Ongoing Operations for the period ended March 31 include the following results.
Three Months
2020
Operating revenues

$

2019
608

$

$ Change
645

$

(37)

Energy purchases

144

171

(27)

Other operation and maintenance

137

150

(13)

Depreciation

98

95

3

Taxes, other than income

30

31

(1)

Total operating expenses

409

447

(38)

Other Income (Expense) - net

4

7

(3)

Interest Expense

44

42

2

Income Taxes

41

42

(1)

118

121

(3)

—

—

—

Net Income
Less: Special Item (a)
$

Earnings from Ongoing Operations
(a)

118

$

121

$

(3)

There are no items that management considers special for the periods presented.

The changes in the components of the Pennsylvania Regulated segment's results between these periods are due to the factors set forth below, which reflect amounts classified as Pennsylvania
Adjusted Gross Margins on a separate line and not in their respective Statement of Income line items.
Three Months
Pennsylvania Adjusted Gross Margins

$

Other operation and maintenance
Depreciation
Taxes, other than income
Other Income (Expense) - net
Interest Expense

(2)
5
(1)
(1)
(3)
(2)

Income Taxes

1
$

Net Income

81

(3)
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•

See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of Pennsylvania Adjusted Gross Margins.

•

Lower other operation and maintenance expense primarily due to lower storm costs of $11 million, partially offset by higher project cancellation costs of $6 million.

Reconciliation of Earnings from Ongoing Operations
The following tables contain after-tax gains (losses), in total, which management considers special items, that are excluded from Earnings from Ongoing Operations and a reconciliation to PPL's "Net
Income" for the period ended March 31.
2020 Three Months
U.K.
Regulated
Net Income

$

KY
Regulated

340

$

PA
Regulated

127

$

Corporate
and Other

118

$

Total

(31)

$

554

Less: Special Items (expense) benefit:
Foreign currency economic hedges, net of tax of ($11)

42

—

—

—

Talen litigation costs, net of tax of $1 (a)

—

—

—

(2)

(2)

Total Special Items

42

—

—

(2)

40

$

Earnings from Ongoing Operations

298

$

127

$

118

$

(29)

42

$

514

2019 Three Months
U.K.
Regulated
Net Income

$

KY
Regulated

264

$

PA
Regulated

117

$

Corporate
and Other

121

$

Total

(36)

$

466

Less: Special Items (expense) benefit:
Foreign currency economic hedges, net of tax of $11
Talen litigation costs, net of tax of $0 (a)
Total Special Items
$

Earnings from Ongoing Operations
(a)

(40)

—

—

—

—

—

—

(2)

(2)

(40)

—

—

(2)

(42)

304

$

117

$

121

$

(34)

(40)

$

508

PPL incurred legal expenses related to litigation with its former affiliate, Talen Montana. See Note 10 to the Financial Statements for additional information.

Adjusted Gross Margins
Management also utilizes the following non-GAAP financial measures as indicators of performance for its businesses:
•

"U.K. Adjusted Gross Margins" is a single financial performance measure of the electricity distribution operations of the U.K. Regulated segment. In calculating this measure, direct costs such as
connection charges from National Grid, which owns and manages the electricity transmission network in England and Wales, and Ofgem license fees (recorded in "Other operation and
maintenance" on the Statements of Income) are deducted from operating revenues, as they are costs passed through to customers. As a result, this measure represents the net revenues from the
delivery of electricity across WPD's distribution network in the U.K. and directly related activities.

•

"Kentucky Adjusted Gross Margins" is a single financial performance measure of the electricity generation, transmission and distribution operations of the Kentucky Regulated segment, as well
as the Kentucky Regulated segment's distribution and sale of natural gas. In calculating this measure, fuel, energy purchases and certain variable costs of production (recorded in "Other operation
and maintenance" on the Statements of Income) are deducted from operating revenues. In addition, certain other expenses, recorded in "Other operation and maintenance", "Depreciation" and
"Taxes, other than income" on the Statements of Income, associated with approved cost recovery mechanisms are offset against the recovery of those expenses, which are included in revenues.
These mechanisms allow for direct recovery of these expenses and, in some cases, returns on capital investments and performance incentives. As a result, this measure represents the net revenues
from electricity and gas operations.

•

"Pennsylvania Adjusted Gross Margins" is a single financial performance measure of the electricity transmission and distribution operations of the Pennsylvania Regulated segment. In
calculating this measure, utility revenues and expenses
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associated with approved recovery mechanisms, including energy provided as a PLR, are offset with minimal impact on earnings. Costs associated with these mechanisms are recorded in
"Energy purchases," "Other operation and maintenance," (which are primarily Act 129, Storm Damage and Universal Service program costs), "Depreciation," (which is primarily related to the
Act 129 Smart Meter program) and "Taxes, other than income," (which is primarily gross receipts tax) on the Statements of Income. This measure represents the net revenues from the
Pennsylvania Regulated segment's electricity delivery operations.
These measures are not intended to replace "Operating Income," which is determined in accordance with GAAP, as an indicator of overall operating performance. Other companies may use different
measures to analyze and report their results of operations. Management believes these measures provide additional useful criteria to make investment decisions. These performance measures are used,
in conjunction with other information, by senior management and PPL's Board of Directors to manage operations and analyze actual results compared with budget.
Changes
in Adjusted
Gross Margins
--- ------The following table shows Adjusted Gross Margins by PPL's reportable segment and by component, as applicable, for the period ended March 31 as well as the change between period. The factors
that gave rise to the changes are described following the table.
Three Months
2020

2019

$ Change

U.K. Regulated
$

U.K. Adjusted Gross Margins

575

$

546

$

29

$

20

Impact of changes in foreign currency exchange rates

9

U.K. Adjusted Gross Margins excluding impact of foreign currency exchange rates

Kentucky Regulated
Kentucky Adjusted Gross Margins
Total Kentucky Adjusted Gross Margins

$

547

$

530

$

17

$

242

$

260

$

(18)

Pennsylvania Regulated
Pennsylvania Adjusted Gross Margins
Distribution
Transmission

159
$

Total Pennsylvania Adjusted Gross Margins

401

143
$

403

16
$

(2)

U.K. Adjusted Gross Margins
U.K. Adjusted Gross Margins, excluding the impact of changes in foreign currency exchange rates, increased primarily due to the April 1, 2019 price increase.
Kentucky Adjusted Gross Margins
Kentucky Adjusted Gross Margins increased primarily due to higher retail rates approved by the KPSC of $49 million, inclusive of the termination of the TCJA bill credit mechanism, partially offset
by $17 million of decreased sales volumes primarily due to weather and a $14 million decrease due to the termination of eight supply contracts with Kentucky municipalities on April 30, 2019.
Pennsylvania Adjusted Gross Margins
Distribution
Distribution Adjusted Gross Margins decreased $26 million due to lower volumes primarily as a result of warmer weather in 2020, partially offset by $8 million of returns on additional distribution
system improvement capital investments.
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Transmission
Transmission Adjusted Gross Margins increased primarily due to returns on additional transmission capital investments focused on replacing aging infrastructure and improving reliability.
Reconciliation of Adjusted Gross Margins
The following tables contain the components from the Statement of Income that are included in the non-GAAP financial measures and a reconciliation to PPL's "Operating Income" for the periods
ended March 31.
2020 Three Months
U.K.
Adjusted Gross
Margins
Operating Revenues

$

Kentucky
Adjusted Gross
Margins

605

(c)

$

Pennsylvania Adjusted
Gross
Margins

825

$

608

Operating
Income (b)

Other (a)
$

16

$

2,054

Operating Expenses
Fuel

—

163

—

—

163

Energy purchases

—

57

144

—

201

Other operation and maintenance

30

21

23

402

476

Depreciation

—

37

12

268

317

Taxes, other than income

—

—

28

52

80

30

278

207

722

1,237

Total Operating Expenses
$

Total

575

$

547

$

401

$

(706)

$

817

2019 Three Months
U.K.
Adjusted Gross
Margins
Operating Revenues

$

Kentucky
Adjusted Gross
Margins

574

(c)

$

Pennsylvania Adjusted
Gross
Margins

845

$

645

Operating
Income (b)

Other (a)
$

15

$

2,079

Operating Expenses
Fuel

—

194

—

—

194

Energy purchases

—

79

171

—

250

Other operation and maintenance

28

22

31

409

490

Depreciation

—

19

10

255

284

Taxes, other than income

—

1

30

49

80

28

315

242

713

1,298

Total Operating Expenses
Total
(a)
(b)
(c)

$

546

$

Represents amounts excluded from Adjusted Gross Margins.
As reported on the Statements of Income.
Excludes ancillary revenues of $9 million for the three months ended March 31, 2020 and 2019.
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530

$

403

$

(698)

$

781

Table of Contents

PPL Electric: Statement of Income Analysis
Statement
- - - -of-Income
- - - Analysis
-- Net income for the periods ended March 31 includes the following results.
Three Months
2020
Operating Revenues

$

2019
608

$

$ Change
645

$

(37)

Operating Expenses
Operation
Energy purchases

144

171

(27)

Other operation and maintenance

137

150

(13)

Depreciation

98

95

3

Taxes, other than income

30

31

(1)

Total Operating Expenses

409

447

(38)

Other Income (Expense) - net

3

5

(2)

Interest Income from Affiliate

1

2

(1)

Interest Expense

44

42

2

Income Taxes

41

42

(1)

$

Net Income

118

$

121

$

(3)

Operating Revenues
The increase (decrease) in operating revenues was due to:
Three Months
Distribution volume (a)
PLR (b)

$

(24)
(27)

Transmission Formula Rate (c)
Other

16
(2)
$

Total
(a)
(b)
(c)

(37)

The decrease was primarily due to warmer weather in 2020.
The decrease was primarily due to lower energy volumes of $16 million primarily due to warmer weather in 2020 and lower energy prices of $11 million.
The increase was primarily due to increased returns on capital investments.

Energy Purchases
Energy purchases decreased $27 million primarily due to lower PLR prices of $18 million and lower PLR volumes of $14 million, partially offset by higher transmission enhancement expenses of $6
million.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance was due to:
Three Months
Storm costs
Act 129
Bad debts

$

Canceled projects

(16)
(3)
(2)
6

Other

2
$

Total

85

(13)
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LKE: Statement of Income Analysis
Statement
- - - -of-Income
- - - Analysis
-- Net income for the period ended March 31 includes the following results.
Three Months
2020
Operating Revenues

$

2019
825

$

$ Change
845

$

(20)

Operating Expenses
Operation
Fuel

163

194

(31)

57

79

(22)

204

214

(10)

149

123

26

Taxes, other than income

18

18

—

Total Operating Expenses

591

628

(37)

58

54

4

7

7

—

Energy purchases
Other operation and maintenance
Depreciation

Interest Expense
Interest Expense with Affiliate
Income Taxes

34
$

Net Income

135

32
$

124

2
$

11

Operating Revenues
The increase (decrease) in operating revenues was due to:
Three Months
Retail rates (a)

$

ECR (b)
Fuel and other energy prices (c)
Municipal supply (d)
Volumes (e)
Other

19
(21)
(22)
(38)
(7)
$

Total
(a)
(b)
(c)
(d)
(e)

49

The increase was primarily due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.
The increase was primarily due to higher recoverable depreciation expense as a result of higher depreciation rates effective May 1, 2019.
The decrease was primarily due to lower recoveries of fuel and energy purchases due to lower commodity costs.
The decrease was primarily due to the termination of eight supply contracts with Kentucky municipalities on April 30, 2019.
The decrease was primarily due to weather.

Fuel
Fuel decreased $31 million primarily due to a $13 million decrease in volumes driven by weather, a $10 million decrease in commodity costs and an $8 million decrease in volumes driven by the
termination of eight supply contracts with Kentucky municipalities on April 30, 2019.
Energy Purchases
Energy purchases decreased $22 million primarily due to a $14 million decrease in commodity costs and a $6 million decrease in gas volumes driven by weather.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance was due to:
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Three Months
Administrative and general

$

(5)
(3)
(2)

$

(10)

Plant operations and maintenance
Other
Total

Depreciation
Depreciation increased $26 million primarily due to a $19 million increase related to higher depreciation rates effective May 1, 2019 and an $6 million increase related to additional assets placed into
service, net of retirements.

LG&E: Statement of Income Analysis
Statement of Income Analysis
----------Net income for the period ended March 31 includes the following results.
Three Months
2020

2019

$ Change

Operating Revenues
Retail and wholesale

$

Electric revenue from affiliate
Total Operating Revenues

393

$

397

$

(4)

14

13

1

407

410

(3)

Operating Expenses
Operation
Fuel
Energy purchases

74

78

(4)

52

74

(22)

Energy purchases from affiliate

—

2

(2)

Other operation and maintenance

92

94

(2)
13

Depreciation

64

51

Taxes, other than income

10

9

Total Operating Expenses

292

308

(16)

1

Other Income (Expense) - net

(1)

—

(1)

Interest Expense

22

21

1

Income Taxes

19

17

$

Net Income

73

$

64

2
$

9

Operating Revenues
The increase (decrease) in operating revenues was due to:
Three Months
Retail rates (a)

$

ECR (b)
Fuel and other energy prices (c)
Volumes (d)
Other

8
(12)
(18)
(1)
$

Total
(a)
(b)
(c)
(d)

20

The increase was primarily due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.
The increase was primarily due to higher recoverable depreciation expense as a result of higher depreciation rates effective May 1, 2019.
The decrease was primarily due to lower recoveries of fuel and energy purchases due to lower commodity costs.
The decrease was primarily due to weather.
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Fuel
Fuel decreased $4 million primarily due to a $3 decrease in commodity costs and a $1 decrease in volumes driven by weather.
Energy Purchases
Energy purchases decreased $22 million primarily due to a $14 million decrease in commodity costs and a $6 million decrease in gas volumes driven by weather.
Depreciation
Depreciation increased $13 million primarily due to a $9 million increase related to higher depreciation rates effective May 1, 2019 and a $4 million increase related to additional assets placed into
service, net of retirements.

KU: Statement of Income Analysis
Statement of Income Analysis
----------Net income for the period ended March 31 includes the following results.
Three Months
2020

2019

$ Change

Operating Revenues
Retail and wholesale

$

Electric revenue from affiliate
Total Operating Revenues

432

$

448

$

(16)

—

2

(2)

432

450

(18)

89

116

(27)

5

5

14

13

1

104

108

(4)
12

Operating Expenses
Operation
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation

—

84

72

Taxes, other than income

9

9

Total Operating Expenses

305

323

(18)
(1)

Other Income (Expense) - net

—

1

2

Interest Expense

28

26

2

Income Taxes

20

22

(2)

$

Net Income

80

$

81

$

(1)

Operating Revenues
The increase (decrease) in operating revenues was due to:
Three Months
Municipal supply (a)
Volumes (b)
Fuel and other energy prices (c)

$

(22)
(20)
(9)

ECR (d)

11

Retail rates (e)
Other

29
(7)
$

Total
(a)
(b)
(c)
(d)

The decrease was primarily due to the termination of eight supply contracts with Kentucky municipalities on April 30, 2019.
The decrease was primarily due to weather.
The decrease was primarily due to lower recoveries of fuel and energy purchases due to lower commodity costs.
The increase was primarily due to higher recoverable depreciation expense as a result of higher depreciation rates effective May 1, 2019.
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(e)

The increase was due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.

Fuel
Fuel decreased $27 million primarily due to a $12 million decrease in volumes driven by weather, an $8 million decrease in volumes driven by the termination of eight supply contracts with
Kentucky municipalities on April 30, 2019 and a $7 million decrease in commodity.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance was due to:
Three Months
Plant operations and maintenance
Administrative and general
Other
Total

$

(2)
(1)
(1)

$

(4)

Depreciation
Depreciation increased $12 million primarily due to a $10 million increase related to higher depreciation rates effective May 1, 2019 and a $2 million increase related to additional assets placed into
service, net of retirements.
Financial Condition
The remainder of this Item 2 in this Form 10-Q is presented on a combined basis, providing information, as applicable, for all Registrants.
Liquidity and Capital Resources
(All Registrants)
The Registrants had the following at:
PPL (a)

PPL Electric

LKE

LG&E

KU

March 31, 2020
Cash and cash equivalents

$

915

$

33

$

47

$

7

$

40

Short-term debt

1,696

85

303

159

144

Long-term debt due within one year

1,170

—

975

—

500

—

242

21

—

Notes payable with affiliates

December 31, 2019
Cash and cash equivalents

$

815

$

262

$

27

$

15

$

12

Short-term debt

1,151

—

388

238

150

Long-term debt due within one year

1,172

—

975

—

500

—

150

—

—

Notes payable with affiliates
(a)

At March 31, 2020, $174 million of cash and cash equivalents were denominated in GBP. If these amounts would be remitted as dividends, PPL would not anticipate an incremental U.S. tax cost. See Note 6 to the Financial Statements in PPL's
2019 Form 10-K for additional information on undistributed earnings of WPD.

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

PPL Electric

LKE

LG&E

KU

2020
Operating activities

$

692

$

132

$

320

$

171

$

193

Investing activities

(833)

(281)

(255)

(117)

(159)

Financing activities

240

(80)

(45)

(62)

(6)

2019
Operating activities

$

474

$

81

Investing activities

(722)

(264)

Financing activities

142

(61)

$

270

$

157

(278)
6

$

174

(117)

(161)

(41)

(14)

Change - Cash Provided (Used)
Operating activities

$

218

$

51

$

50

$

14

$

19

Investing activities

(111)

(17)

23

—

2

Financing activities

98

(19)

(51)

(21)

8

Operating Activities
The components of the change in cash provided by (used in) operating activities for the three months ended March 31, 2020 compared with 2019 were as follows.
PPL

PPL Electric

LKE

LG&E

KU

Change - Cash Provided (Used)
Net income

$

Non-cash components
Working capital
Defined benefit plan funding
Other operating activities

$

(3)

$

11

$

9

$

(1)

29

18

(3)

98

14

7

12

8

2

—

(2)

(4)

(1)

74
$

Total

88
(44)

218

11
$

51

16
$

50

2

—
$

14

11
$

19

(PPL)
PPL's cash provided by operating activities in 2020 increased $218 million compared with 2019.
• Net income increased $88 million between the periods and included a decrease in non-cash charges of $44 million. The decrease in non-cash charges was primarily due to an increase in
unrealized gains on hedging activities, partially offset by an increase in depreciation expense (primarily due to higher depreciation rates and additional assets placed into service, net of
retirements), an increase in deferred income taxes (due to book versus tax plant timing differences and Federal net operating losses) and a decrease in the U.K. net periodic defined benefit
credits (primarily due to higher levels of unrecognized losses being amortized).
•

The $98 million increase in cash from changes in working capital was primarily due to an increase in accounts payable (primarily due to timing of payments), a decrease in accounts
receivable (primarily due to timing of receipts) and a decrease in unbilled revenues (primarily due to weather).

•

The $74 million increase in cash provided by other operating activities was primarily due to an increase in non-current regulatory liabilities, an increase in accrued pension obligation and an
increase in ARO expenditures.

(PPL Electric)
PPL Electric's cash provided by operating activities in 2020 increased $51 million compared with 2019.
• Net income decreased $3 million between the periods and included an increase in non-cash components of $29 million. The increase in non-cash components was primarily due to a $16
million increase in deferred income taxes (due to book versus tax plant timing differences and Federal net operating losses) and a $10 million increase in other expenses (primarily due to an
increase in canceled projects).
•

The $14 million increase in cash from changes in working capital was primarily due to a decrease in unbilled revenues (primarily due to weather) and a decrease in prepayments (primarily
due to timing of prepayments including gross
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receipt tax and other income tax prepayments), partially offset by a decrease in accounts payable (primarily due to timing of payments).
•

The $11 million increase in cash provided by other operating activities was primarily due to an increase in other liabilities (primarily due to an increase in accrued pension obligations and
noncurrent regulatory liabilities).

(LKE)
LKE's cash provided by operating activities in 2020 increased $50 million compared with 2019.
• Net income increased $11 million between the periods and included an increase in non-cash components of $18 million. The increase in non-cash components was primarily driven by an
increase in depreciation expense (primarily due to higher depreciation rates and additional assets placed into service, net of retirements).
•

The increase in cash from changes in working capital was primarily driven by an increase in accounts payable (primarily due to timing of payments), a decrease in accounts receivable
(primarily due to weather) and an increase in interest payable (primarily due to higher interest rates and higher outstanding debt) partially offset by a decrease in other current liabilities
(primarily due to timing of payments).

•

The increase in cash provided by other operating activities was driven primarily by a decrease in ARO expenditures.

(LG&E)
LG&E's cash provided by operating activities in 2020 increased $14 million compared with 2019.
• Net income increased $9 million between the periods and included a decrease in non-cash components of $3 million. The decrease in non-cash components was primarily driven by a
decrease in deferred income tax expense (primarily due to book versus tax plant timing differences) and a decrease in amortization expense (primarily due to amortization of regulatory
liabilities beginning May 1, 2019), partially offset by an increase in depreciation expense (primarily due to higher depreciation rates and additional assets placed into service, net of
retirements).
•

The increase in cash from changes in working capital was primarily driven by an increase in taxes payable (primarily due to timing of payments), an increase in interest payable (primarily
due to higher interest rates and higher outstanding debt), partially offset by a decrease in other current liabilities (primarily due to timing of payments) and a decrease in accounts payable
(primarily due to timing of payments).

(KU)
KU's cash provided by operating activities in 2020 increased $19 million compared with 2019.
• Net income decreased $1 million between the periods and included an increase in non-cash charges of $2 million. The increase in non-cash components was driven by an increase in
depreciation expense (primarily due to higher depreciation rates and additional assets placed into service, net of retirements), partially offset by a decrease in deferred income tax expense
(primarily due to book versus tax plant timing differences).
•

The increase in cash from changes in working capital was primarily driven by an increase in accounts payable (primarily due to timing of payments), an increase in taxes payable (primarily
due to timing of payments) and a decrease in unbilled revenues (primarily due to weather), partially offset by a decrease in other current liabilities (primarily due to timing of payments) and
an increase in net regulatory assets and liabilities (primarily due to the timing of rate recovery mechanisms).

•

The increase in cash provided by other operating activities was driven primarily by a decrease in ARO expenditures.

Investing Activities
(All Registrants)
The components of the change in cash provided by (used in) investing activities for the three months ended March 31, 2020 compared with 2019 were as follows.
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PPL

PPL Electric

LKE

LG&E

KU

Change - Cash Provided (Used)
Expenditures for PP&E

$

(97)

Purchase of investments
Proceeds from the sale of investments
Notes receivable with affiliate
Other investing activities

(16)

$

23

$

—

$

23

—

—

—

(57)

—

—

—

—

—

—

—

—

(21)

(12)
$

Total

$

55

(111)

—
$

(16)

—
$

23

—

—
$

—

—
$

2

For PPL, the increase in expenditures for PP&E was due to higher project expenditures at WPD and PPL Electric, partially offset by a decrease in project expenditures at LKE and KU. The increase
in expenditures at WPD was primarily due to an increase in expenditures to enhance system reliability and an increase in foreign currency exchange rates. The increase in expenditures at PPL Electric
was primarily due to timing differences on capital spending projects related to the ongoing efforts to improve reliability and replace aging infrastructure. The decrease in expenditures at LKE was
primarily due to decreased spending for environmental water projects at LG&E and KU's Trimble County plant, LG&E's Mill Creek plant and KU's Ghent plant, partially offset by spending on
various other projects at LG&E and KU that are not individually significant.
Financing Activities
(All Registrants)
The components of the change in cash provided by (used in) financing activities for the three months ended March 31, 2020 compared with 2019 were as follows.
PPL

PPL Electric

LKE

LG&E

KU

Change - Cash Provided (Used)
Stock issuances/redemptions, net

$

Dividends

(2)

$

—

$

—

$

—

$

—

(21)

(45)

—

1

—

—

4

25

9

Issuance of term loan

200

—

—

—

—

Change in short-term debt, net

(79)

25

(73)

(69)

(4)

—

18

21

—

Capital contributions/distributions, net

Notes payable with affiliate
Other financing activities
Total

—
$

98

1
$

(19)

—
$

(51)

2

1
$

(21)

1
$

See Note 8 to the Financial Statements in this Form 10-Q for information on 2020 short-term and long-term debt activity, equity transactions and PPL dividends. See Note 8 to the Financial
Statements in the Registrants' 2019 Form 10-K for information on 2019 activity.
Credit Facilities
The Registrants maintain credit facilities to enhance liquidity, provide credit support and provide a backstop to commercial paper programs. Amounts borrowed under these credit facilities are
reflected in "Short-term debt" on the Balance Sheets. At March 31, 2020, the total committed borrowing capacity under credit facilities and the borrowings under these facilities were:
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External

Committed
Capacity
PPL Capital Funding Credit Facilities

$

Letters of
Credit
and
Commercial
Paper Issued

Borrowed

1,700

$

825

$

Unused
Capacity
180

$

695

PPL Electric Credit Facility

650

85

1

564

LG&E Credit Facilities

500

100

59

341

KU Credit Facilities

400

100

44

256

900

200

103

Total LKE
Total U.S. Credit Facilities (a)
Total U.K. Credit Facilities (b)
(a)
(b)

597

$

3,250

$

1,110

$

284

$

1,856

£

1,055

£

210

£

—

£

847

The commitments under the U.S. credit facilities are provided by a diverse bank group, with no one bank and its affiliates providing an aggregate commitment of more than the following percentages of the total committed capacity: PPL - 12%,
PPL Electric - 6%, LKE - 7%, LG&E - 7% and KU - 7%.
The amounts borrowed at March 31, 2020 were a USD-denominated borrowing of $200 million and GBP-denominated borrowings of £54 million which equated to $69 million. The unused capacity reflects the USD denominated borrowing
amount borrowed in GBP of £154 million as of the date borrowed. At March 31, 2020, the USD equivalent of unused capacity under the U.K. committed credit facilities was $1.1 billion.
The commitments under the U.K. credit facilities are provided by a diverse bank group, with no one bank providing more than 13% of the total committed capacity.

See Note 8 to the Financial Statements for further discussion of the Registrants' credit facilities.
Intercompany (LKE, LG&E and KU)
Committed
Capacity
LKE Credit Facility

$

Non-affiliate Used
Capacity

Borrowed
375

$

242

$

—

Unused
Capacity
$

133

LG&E Money Pool (a)

500

21

159

320

KU Money Pool (a)

500

—

144

356

(a)

LG&E and KU participate in an intercompany money pool agreement whereby LKE, LG&E and/or KU make available funds up to $500 million at an interest rate based on a market index of commercial paper issues. However, the FERC has
issued a maximum aggregate short-term debt limit for each utility at $500 million from all covered sources.

See Note 11 to the Financial Statements for further discussion of intercompany credit facilities.
Commercial
- - - -Paper
- - (All Registrants)
PPL, PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund short-term liquidity needs, as necessary. Commercial paper issuances,
included in "Short-term debt" on the Balance Sheets, are supported by the respective Registrant's credit facility. The following commercial paper programs were in place at March 31, 2020:
Commercial
Paper
Issuances

Capacity
PPL Capital Funding

$

1,500

$

Unused
Capacity
180

$

1,320

PPL Electric

650

—

650

LG&E

350

59

291

KU

350

44

306

700

103

Total LKE
$

Total PPL

93

2,850

$

283

597
$

2,567
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Long-term Debt (All Registrants)
See Note 8 to the Financial Statements for information regarding the Registrants’ long-term debt activities.
(PPL)
Equity Securities Activities
ATM
In February 2018, PPL entered into an equity distribution agreement, pursuant to which PPL may sell, from time to time, up to an aggregate of $1.0 billion of its common stock through an at-themarket offering program; including a forward sales component. The compensation paid to the selling agents by PPL may be up to 2% of the gross offering proceeds of the shares. There were no
issuances under the ATM program for the three months ended March 31, 2020.
Common Stock Dividends
In February 2020, PPL declared a quarterly common stock dividend, payable April 1, 2020, of 41.50 cents per share (equivalent to $1.66 per annum). Future dividends, declared at the discretion of
the Board of Directors, will depend upon future earnings, cash flows, financial and legal requirements and other factors.
Rating Agency Actions
(All Registrants)
Moody's and S&P periodically review the credit ratings of the debt of the Registrants and their subsidiaries. Based on their respective independent reviews, the rating agencies may make certain
ratings revisions or ratings affirmations.
A credit rating reflects an assessment by the rating agency of the creditworthiness associated with an issuer and particular securities that it issues. The credit ratings of the Registrants and their
subsidiaries are based on information provided by the Registrants and other sources. The ratings of Moody's and S&P are not a recommendation to buy, sell or hold any securities of the Registrants or
their subsidiaries. Such ratings may be subject to revisions or withdrawal by the agencies at any time and should be evaluated independently of each other and any other rating that may be assigned to
the securities.
The credit ratings of the Registrants and their subsidiaries affect their liquidity, access to capital markets and cost of borrowing under their credit facilities. A downgrade in the Registrants' or their
subsidiaries' credit ratings could result in higher borrowing costs and reduced access to capital markets. The Registrants and their subsidiaries have no credit rating triggers that would result in the
reduction of access to capital markets or the acceleration of maturity dates of outstanding debt.
The rating agencies have taken the following actions related to the Registrants and their subsidiaries during 2020:
(PPL)
In April 2020, Moody’s and S&P assigned ratings of Baa2 and BBB+ to PPL Capital Funding’s $1 billion 4.125% Senior Notes due 2030. The bonds were issued April 1, 2020.
Ratings Triggers
(PPL, LKE, LG&E and KU)
Various derivative and non-derivative contracts, including contracts for the sale and purchase of electricity and fuel, commodity transportation and storage, interest rate and foreign currency
instruments (for PPL), contain provisions that require the posting of additional collateral or permit the counterparty to terminate the contract, if PPL's, LKE's, LG&E's or KU's or their subsidiaries'
credit rating, as applicable, were to fall below investment grade. See Note 14 to the Financial Statements for a discussion of "Credit Risk-Related Contingent Features," including a discussion of the
potential additional collateral requirements for PPL, LKE and LG&E for derivative contracts in a net liability position at March 31, 2020.
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(All Registrants)
For additional information on the Registrants' liquidity and capital resources, see "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations," in the
Registrants' 2019 Form 10-K.
Risk Management
Market Risk
(All Registrants)
See Notes 13 and 14 to the Financial Statements for information about the Registrants' risk management objectives, valuation techniques and accounting designations.
The forward-looking information presented below provides estimates of what may occur in the future, assuming certain adverse market conditions and model assumptions. Actual future results may
differ materially from those presented. These are not precise indicators of expected future losses, but are rather only indicators of possible losses under normal market conditions at a given confidence
level.
Interest Rate Risk
The Registrants and their subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. The Registrants and their subsidiaries utilize various financial derivative
instruments to adjust the mix of fixed and floating interest rates in their debt portfolios, adjust the duration of their debt portfolios and lock in benchmark interest rates in anticipation of future
financing, when appropriate. Risk limits under the risk management program are designed to balance risk exposure to volatility in interest expense and changes in the fair value of the debt portfolios
due to changes in the absolute level of interest rates. In addition, the interest rate risk of certain subsidiaries is potentially mitigated as a result of the existing regulatory framework or the timing of
rate cases.
The following interest rate hedges were outstanding at March 31, 2020.
Effect of a
10% Adverse
Movement
in Rates (b)

Fair Value,
Net - Asset
(Liability) (a)

Exposure
Hedged

Maturities
Ranging
Through

PPL
Cash flow hedges
Interest rate swaps (c)

$

Cross-currency swaps (c)

134

—

2035

702

$

171

(5)

$

(70)

2028

147

(29)

—

2033

147

(29)

—

2033

147

(29)

—

2033

Economic hedges
Interest rate swaps (d)
LKE
Economic hedges
Interest rate swaps (d)
LG&E
Economic hedges
Interest rate swaps (d)
(a)
(b)
(c)
(d)

Includes accrued interest, if applicable.
Effects of adverse movements decrease assets or increase liabilities, as applicable, which could result in an asset becoming a liability. Sensitivities represent a 10% adverse movement in interest rates, except for cross-currency swaps which also
includes a 10% adverse movement in foreign currency exchange rates.
Changes in the fair value of these instruments are recorded in equity and reclassified into earnings in the same period during which the item being hedged affects earnings.
Realized changes in the fair value of such economic hedges are recoverable through regulated rates and any subsequent changes in the fair value of these derivatives are included in regulatory assets or regulatory liabilities.

The Registrants are exposed to a potential increase in interest expense and to changes in the fair value of their debt portfolios. The estimated impact of a 10% adverse movement in interest rates on
interest expense at March 31, 2020 was insignificant for
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PPL, PPL Electric, LKE, LG&E and KU. The estimated impact of a 10% adverse movement in interest rates on the fair value of debt at March 31, 2020 is shown below.
10% Adverse
Movement
in Rates
PPL

$

638

PPL Electric

198

LKE

193

LG&E

84

KU

104

Foreign Currency Risk (PPL)
PPL is exposed to foreign currency risk primarily through investments in and earnings of U.K. affiliates. Under its risk management program, PPL may enter into financial instruments to hedge
certain foreign currency exposures, including translation risk of expected earnings, firm commitments, recognized assets or liabilities, anticipated transactions and net investments.
The following foreign currency hedges were outstanding at March 31, 2020.

Fair Value,
Net - Asset
(Liability)

Exposure
Hedged
Economic hedges (b)
(a)
(b)

£

Effect of a
10%
Adverse
Movement
in Foreign
Currency
Exchange
Rates (a)

686

$

190

$

Maturities
Ranging
Through
(67)

2021

Effects of adverse movements decrease assets or increase liabilities, as applicable, which could result in an asset becoming a liability.
To economically hedge the translation risk of expected earnings denominated in GBP.

(All Registrants)
Commodity Price Risk
PPL is exposed to commodity price risk through its domestic subsidiaries as described below.
•
•

PPL Electric is required to purchase electricity to fulfill its obligation as a PLR. Potential commodity price risk is insignificant and mitigated through its PUC-approved cost recovery mechanism
and full-requirement supply agreements to serve its PLR customers which transfer the risk to energy suppliers.
LG&E's and KU's rates include certain mechanisms for fuel, fuel-related expenses and energy purchases. In addition, LG&E's rates include a mechanism for natural gas supply expenses. These
mechanisms generally provide for timely recovery of market price fluctuations associated with these expenses.

Volumetric Risk
Volumetric risk is the risk related to the changes in volume of retail sales due to weather, economic conditions or other factors. PPL is exposed to volumetric risk through its subsidiaries as described
below.
•
•

WPD is exposed to volumetric risk which is significantly mitigated as a result of the method of regulation in the U.K. Under the RIIO-ED1 price control regulations, recovery of such exposure
occurs on a two year lag. See Note 1 in PPL's 2019 Form 10-K for additional information on revenue recognition under RIIO-ED1.
PPL Electric, LG&E and KU are exposed to volumetric risk on retail sales, mainly due to weather and other economic conditions for which there is limited mitigation between rate cases.
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Credit Risk (All Registrants)
See Notes 13 and 14 to the Financial Statements in this Form 10-Q and "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations - Financial
Condition - Risk Management - Credit Risk" in the Registrants' 2019 Form 10-K for additional information.
Foreign Currency Translation (PPL)
The value of the British pound sterling fluctuates in relation to the U.S. dollar. Changes in this exchange rate resulted in a foreign currency translation loss of $63 million for the three months ended
March 31, 2020, which primarily reflected a $108 million decrease to PP&E, a $20 million decrease to goodwill, partially offset by a $63 million decrease to long-term debt and a $2 million decrease
to other net liabilities. Changes in this exchange rate resulted in a foreign currency translation gain of $294 million for the three months ended March 31, 2019, which primarily reflected a $504
million increase to PP&E and a $98 million increase to goodwill, partially offset by a $304 million increase to long-term debt and a $4 million increase to other net liabilities. The impact of foreign
currency translation is recorded in AOCI.
Related Party Transactions (All Registrants)
The Registrants are not aware of any material ownership interests or operating responsibility by senior management in outside partnerships, including leasing transactions with variable interest
entities, or other entities doing business with the Registrants. See Note 11 to the Financial Statements for additional information on related party transactions for PPL Electric, LKE, LG&E and KU.
Acquisitions, Development and Divestitures (All Registrants)
The Registrants from time to time evaluate opportunities for potential acquisitions, divestitures and development projects. Development projects are reexamined based on market conditions and other
factors to determine whether to proceed with, modify or terminate the projects. Any resulting transactions may impact future financial results.
Environmental Matters
(All Registrants)
Extensive federal, state and local environmental laws and regulations are applicable to PPL's, PPL Electric's, LKE's, LG&E's and KU's air emissions, water discharges and the management of
hazardous and solid waste, as well as other aspects of the Registrants' businesses. The costs of compliance or alleged non-compliance cannot be predicted with certainty but could be significant. In
addition, costs may increase significantly if the requirements or scope of environmental laws or regulations, or similar rules, are expanded or changed. Costs may take the form of increased capital
expenditures or operating and maintenance expenses, monetary fines, penalties or other restrictions. Many of these environmental law considerations are also applicable to the operations of key
suppliers, or customers, such as coal producers and industrial power users, and may impact the costs for their products or their demand for the Registrants' services. Increased capital and operating
costs are subject to rate recovery. PPL, PPL Electric, LKE, LG&E and KU can provide no assurances as to the ultimate outcome of future environmental or rate proceedings before regulatory
authorities.
See "Environmental Matters" in Item 1. "Business" in the Registrants' 2019 Form 10-K for information about environmental laws and regulations affecting the Registrants' business. See "Legal
Matters" in Note 10 to the Financial Statements for a discussion of significant environmental claims. See "Financial Condition - Liquidity and Capital Resources - Forecasted Uses of Cash - Capital
Expenditures" in "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" in the Registrants' 2019 Form 10-K for information on projected
environmental capital expenditures for 2020 through 2024. See Note 15 to the Financial Statements for information related to the impacts of CCRs on AROs.
New Accounting Guidance (All Registrants)
See Note 2 to the Financial Statements for a discussion of new accounting guidance adopted.
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Application of Critical Accounting Policies (All Registrants)
Financial condition and results of operations are impacted by the methods, assumptions and estimates used in the application of critical accounting policies. The following table summarizes the
accounting policies by Registrant that are particularly important to an understanding of the reported financial condition or results of operations, and require management to make estimates or other
judgments of matters that are inherently uncertain. See "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" in the Registrants' 2019 Form
10-K for a discussion of each critical accounting policy.
PPL
PPL

Electric

LKE

LG&E

KU

Defined Benefits

X

X

X

X

X

Income Taxes

X

X

X

X

X

Regulatory Assets and Liabilities

X

X

X

X

X

Price Risk Management

X

Goodwill Impairment

X

X

X

X

AROs

X

X

X

X

X

X

X

Revenue Recognition - Unbilled Revenue
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PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company
Item 3. Quantitative and Qualitative Disclosures About Market Risk
Reference is made to "Risk Management" in "Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations."
Item 4. Controls and Procedures
Although the COVID-19 pandemic prompted the Registrants to make certain procedural adjustments to accommodate an increased remote workforce, PPL’s accounting and reporting systems and
functions were well prepared to perform necessary accounting and reporting activities as of March 31, 2020 and to maintain the effectiveness of its disclosure controls and procedures and internal
control over financial reporting.
(a) Evaluation of disclosure controls and procedures.
The Registrants' principal executive officers and principal financial officers, based on their evaluation of the Registrants' disclosure controls and procedures (as defined in Rules 13a-15(e) or
15d-15(e) of the Securities Exchange Act of 1934) have concluded that, as of March 31, 2020, the Registrants' disclosure controls and procedures are effective to ensure that material
information relating to the Registrants and their consolidated subsidiaries is recorded, processed, summarized and reported within the time periods specified by the SEC's rules and forms,
particularly during the period for which this quarterly report has been prepared. The principal officers have concluded that the disclosure controls and procedures are also effective to ensure
that information required to be disclosed in reports filed under the Exchange Act is accumulated and communicated to management, including the principal executive and principal financial
officers, to allow for timely decisions regarding required disclosure.
(b) Change in internal controls over financial reporting.
The Registrants' principal executive officers and principal financial officers have concluded that there were no changes in the Registrants' internal controls over financial reporting during the
Registrants' first fiscal quarter that have materially affected, or are reasonably likely to materially affect, the Registrants' internal control over financial reporting.
PART II. OTHER INFORMATION
Item 1. Legal Proceedings
For information regarding legal, tax, regulatory, environmental or other administrative proceedings that became reportable events or were pending in the first quarter of 2020 see:
•
•

"Item 3. Legal Proceedings" in each Registrant's 2019 Form 10-K; and
Notes 6, 7 and 10 to the Financial Statements.

Item 1A. Risk Factors
There have been no material changes in the Registrants' risk factors from those disclosed in "Item 1A. Risk Factors" of the Registrants' 2019 Form 10-K, except for the following:
The COVID-19 pandemic and resultant impact on business and economic conditions could negatively affect our business.
The COVID-19 pandemic has disrupted the U.S. and global economies and continues to present extraordinary challenges to businesses, communities, workforces and markets. In the U.S. and
throughout the world, governmental authorities have taken urgent and extensive actions to contain the spread of the virus and mitigate known or foreseeable impacts. In the Registrants’ service
territories, mitigation measures have included quarantines, stay-at-home orders, travel restrictions, reduced operations
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or closures of businesses, schools and governmental agencies, and executive, legislative or regulatory actions to address health or other pandemic-related concerns.
Until COVID-19 is contained or an effective vaccine is identified and widely-available, the COVID-19 virus poses significant risks to the health and welfare of the Registrants’ customers, employees,
contractors and suppliers, and to the conduct of their business. Mandates to stay at home, shelter in place, or quarantine and resulting lock-down or closures of non-essential businesses could reduce
demand for electricity and gas, or cause shifts in demand between residential, commercial and industrial customers that could negatively impact the Registrants’ financial condition. Customers
experiencing financial strain from unemployment, furloughs, or reduced work hours may not be able to pay their bills on a timely basis, which could negatively impact our liquidity. Continued
economic disruption may further depress the GBP to U.S. dollar exchange rate and increase PPL's foreign exchange exposure. New or changing legislation or regulatory orders may unfavorably
impact the Registrants or the utility industry generally.
All of these factors have the potential to materially and adversely affect the Registrants’ business and operations, especially if they remain in effect for a prolonged period of time. At this time, the
Registrants’ cannot predict the extent to which these or other pandemic-related factors may affect their business, earnings or other financial results, as it depends on the duration and scope of the
outbreak, the measures undertaken in response and other future developments, all of which are highly uncertain. In addition to the factors discussed above, investors should be aware that other
COVID-19-related risks may emerge in the future and may prove to be significant. Investors should carefully consider the discussion of COVID-19 related items presented in this Quarterly Report
and the risks presented in the Registrants’ Annual Report on Form 10-K for 2019, especially to the extent that the COVID-19 pandemic may exacerbate or increase those risks.
Item 4. Mine Safety Disclosures
Not applicable.
Item 5. Other Information
The information below represents an update to "Item 1. Business - Environmental Matters - Water/Waste - Clean Water Act Jurisdiction" in the Registrants' 2019 Form 10-K.
Clean Water Act Jurisdiction
Environmental groups and others have claimed that discharges to groundwater from leaking CCR impoundments at power plants are subject to Clean Water Act permitting. A citizen suit raising such
claims has been filed against KU with respect to the E.W. Brown plant, as discussed under “Legal Matters” - “E.W. Brown Environmental Claims” in Note 10 to the Financial Statements. On April
12, 2019, the EPA released regulatory clarification finding that Clean Water Act jurisdiction does not cover such discharges to groundwater. On January 23, 2020, the EPA announced a final rule
modifying the jurisdictional scope of the Clean Water Act. The announced rule revises the definition of the "Waters of the United States," including a revision to exclude groundwater from the
definition. In April 2020, the U.S. Supreme Court issued a ruling that Clean Water Act jurisdiction may apply to certain discharges to groundwater that result in the functional equivalent of a direct
discharge to navigable waters. PPL, LKE, LG&E, and KU are unaware of any unpermitted releases from their facilities that are subject to Clean Water Act jurisdiction, but future guidance from the
EPA and judicial rulings could potentially subject certain releases from CCR impoundments and landfills to additional permitting and remediation requirements, which could impose substantial costs.
If any, associated costs are expected to be subject to rate recovery. PPL, LKE, LG&E and KU are unable to predict the outcome or financial impact of future regulatory proceedings and litigation.
Item 6. Exhibits
The following Exhibits indicated by an asterisk preceding the Exhibit number are filed herewith. The balance of the Exhibits has heretofore been filed with the Commission and pursuant to Rule
12(b)-23 are incorporated herein by reference. Exhibits indicated by a [_] are filed or listed pursuant to Item 601(b)(10)(iii) of Regulation S-K.
3(a)

- Bylaws of PPL Corporation, effective as of March 23, 2020 (Exhibit 3(ii) to PPL Corporation Form 8-K Report (File No. 1-11459) dated March 27, 2020)

4(a)

- Supplemental Indenture No 17, dated as of April 3, 2020, to Indenture, dated as of November 1, 1997, among PPL Capital Funding, Inc., PPL Corporation and The
Bank of New York Mellon (as successor to JPMorgan Chase Bank, N.A. (formerly known as The Chase Manhattan Bank)), as Trustee (Exhibit 4(b) to PPL
Corporation Form 8-K Report (File No. 1-11459) dated April 3, 2020)
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*10(a)

- $100,000,000 Term Loan Credit Agreement, dated as of April 1, 2020, among PPL Capital Funding, Inc., as Borrower, PPL Corporation, as Guarantor, and Canadian
Imperial Bank of Commerce, New York Branch, as Administrative Agent and Lender

*10(b)

- $100,000,000 Term Loan Credit Agreement, dated as of April 1, 2020, among PPL Capital Funding, Inc., as Borrower, PPL Corporation, as Guarantor, and U.S.
Bank National Association, as Administrative Agent and Lender

*10(c)

- $200,000,000 Credit Agreement, dated as of March 27, 2020, among PPL Capital Funding, Inc., as Borrower, PPL Corporation, as Guarantor, and The Bank of Nova
Scotia, as Administrative Agent and Lender

*10(d)

- $50,000,000 Revolving Credit Agreement, dated as of March 12, 2020, among PPL Capital Funding, Inc., as Borrower, PPL Corporation, as Guarantor, and The
Bank of Nova Scotia, as Administrative Agent and Lender

*10(e)

- Amendment No. 6 to Revolving Credit Agreement, dated as of March 12, 2020, to the March 26, 2014 Existing Credit Agreement, between PPL Capital Funding,
Inc., the Borrower, PPL Corporation, the Guarantor, and The Bank of Nova Scotia, as the Administrative Agent and as a Lender

Certifications pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, for the quarterly period
2019,
filed by-the
- - -ended
- -September
- - - - 30,
-- ---following
- - - officers for the following companies:
*31(a)

- PPL Corporation's principal executive officer

*31(b)

- PPL Corporation's principal financial officer

*31(c)

- PPL Electric Utilities Corporation's principal executive officer

*31(d)

- PPL Electric Utilities Corporation's principal financial officer

*31(e)

- LG&E and KU Energy LLC's principal executive officer

*31(f)

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

*31(g)

- Louisville Gas and Electric Company's principal executive officer

*31(h)

- Louisville Gas and Electric Company's principal financial officer

*31(i)

- Kentucky Utilities Company's principal executive officer

*31(j)

- Kentucky Utilities Company's principal financial officer

Certifications pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, for the quarterly period ended September 30, 2019, furnished by the following officers for the following companies:

---------- -- ---- -----

*32(a)

- PPL Corporation's principal executive officer and principal financial officer

*32(b)

- PPL Electric Utilities Corporation's principal executive officer and principal financial officer

*32(c)

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

*32(d)

- Louisville Gas and Electric Company's principal executive officer and principal financial officer

*32(e)

- Kentucky Utilities Company's principal executive officer and principal financial officer

101.INS

- XBRL Instance Document - the instance document does not appear in the Interactive Data File because its XBRL tags are embedded within the Inline XBRL
document.

101.SCH

- XBRL Taxonomy Extension Schema

101.CAL

- XBRL Taxonomy Extension Calculation Linkbase

101.DEF

- XBRL Taxonomy Extension Definition Linkbase

101.LAB

- XBRL Taxonomy Extension Label Linkbase

101.PRE

- XBRL Taxonomy Extension Presentation Linkbase
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- The Cover Page Interactive Data File is formatted as Inline XBRL and contained in Exhibits 101.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrants have duly caused this report to be signed on their behalf by the undersigned thereunto duly authorized. The
signature for each undersigned company shall be deemed to relate only to matters having reference to such company or its subsidiaries.
PPL Corporation
(Registrant)

Date:

May 8, 2020

/s/ Marlene C. Beers
Marlene C. Beers
Vice President and Controller
(Principal Accounting Officer)

PPL Electric Utilities Corporation
(Registrant)

Date:

May 8, 2020

/s/ Stephen K. Breininger
Stephen K. Breininger
Vice President-Finance and Regulatory Affairs and Controller
(Principal Financial Officer and Principal Accounting Officer)

LG&E and KU Energy LLC
(Registrant)
Louisville Gas and Electric Company
(Registrant)
Kentucky Utilities Company
(Registrant)

Date:

May 8, 2020

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)
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Exhibit 10(a)
EXECUTION VERSION

$100,000,000
TERM LOAN CREDIT AGREEMENT
datoo asof April 1, 2020
among

PPL CAPITAL FUNDING, INC.,
astheBorrower,
PPL CORPORATION,
as the Guarantor,
THE LENDERS FROM TIME TO TIME PARTY HERETO
and

CANADIAN IMPERIAL BANK OF COMMERCE, NEW YORK BRANCH ,
as Administrative Agent

Exhibit 10(a) EXECUTION VERSION $100,000,000 TERM LOAN CREDIT AGREEMENT dated as of April 1, 2020 among PPL CAPITAL FUNDING, INC., as the Borrower, PPL CORPORATION, as the Guarantor, THE LENDERS FROM TIME TO TIME PARTY HERETO and CANADIAN IMPERIAL BANK OF COMMERCE, NEW YORK BRANCH, as Administrative Agent
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T ERM LOAN CREDI T A GREEM ENT (this "Agreement") dated as of April 1, 2020 isenteroo
into anong Ffll... CAPITAL FUNDING, INC., a Daware corporation (the "Borrower"), PPL
CORPORATION, a Palnsylvania corporation (the " Guarantor") the LENDERS party hereto from time to
time and CANADIAN IMPERIAL BANK OF COMMERCE, NEW YORK BRANCH, as the
Admi ni straive Agent. The parties hereto agree as fol I ows:
RECITALS
The Loan Paiies (as hereimtter defined) have re::iuestoo that the Lenders provide a term loan
fa:::il ity in an aggregate principal anount not to exceed $100,000,000.00. In consideration of their mutual
covenants and agreements hereinafter set forth and intending to be legaly bound hereby, the parties hereto
covenant and agree as follows:
ARTICLE I
DEFINITIONS
Section 1.01
Definitions. All ecpitalizoo terms usoo in this Agreement or in any Appendix,
Schedule or Exhibit hereto which are not otherwise de'inoo herein or therein shall have the re::µective
mea,ings set forth baow.
" Adjusted London Interbank Offered Rate'' means, for any Interest Period, a rate per annum equal
to the quotient obtanoo (rounded upward, if ne::es.5ay, to the nea-est 11100th of 1%) by dividing (i) the
London Interbank Offered Rae for such Interest Period by (ii) 1.00 minus the Euro-Dollar Reserve
Percentage.
" Administrative Agent" means CIBC, in its ecpocity as a:lministrative agent for the Lenders
hereunder and under the other Loan Documents, and its successor or ruccessors in ruch ecpa:::i ty.
" Administrative Questionnare'' means, with respect to each Lender, an administrative
questionnarein the form provided by theAdministraiveAgent and rubmittoo totheAdministraiveAgent
(with a copy to the Borrower) duly completed by such Lender.
" Affected Financial Institution" means (a) any EEA Financial Institution or (b) any UK Financial
Institution.
" Affiliate" means, with respect to any Person, any other Person who is directly or indirectly
controlling, control loo by or under common control with ruch Perron. A Perron shal l bedeemoo to control
another Perron if ruch Perron possesses, directly or indirectly, the power to direct or ca.isethe direction of
the management or policies of the controlled Perron, whether through the ownership of stock or its
e::iuivalent, by contract or otherwise. In no event shall the Administrative Agent or any Lender bedeemoo
to be an Affiliae of the Borrower, the Guarantor or any of their Subsidiaries.
" Agreement" has the meaning set forth in the introductory paragraph hereto, as this Agreement
may be anendoo, restated, ruppl ementoo or modifi oo from ti me to ti me.
" Applicable Lending Office" mea,s, with re::µect to any Lender, (i) in the case of its Base Rate
Loans, its Base Rate Lending Office and (i i) in the case of its Euro-Dollar Loans, its Euro-Dollar Lending
Office.
" Applicable Percenta;ie'' means, for purposes of calculating the applicable interest rate for any day
for any Base Rae Loans or Euro-Dol lar Loans, the appropriate applicable percentage set forth baow

TERM LOAN CREDIT AGREEMENT (this “Agreement”) dated as of April 1, 2020 is entered into among PPL CAPITAL FUNDING, INC., a Delaware corporation (the “Borrower”), PPL CORPORATION, a Pennsylvania corporation (the “Guarantor”) the LENDERS party hereto from time to time and CANADIAN IMPERIAL BANK OF COMMERCE, NEW YORK BRANCH, as the Administrative Agent. The parties hereto agree as follows: RECITALS The Loan Parties (as hereinafter defined) have requested that the Lenders provide a term loan facility in an aggregate principal amount not to exceed $100,000,000.00. In consideration of their mutual covenants and agreements hereinafter set forth and intending to be legally bound hereby, the parties hereto covenant and agree as follows: ARTICLE I DEFINITIONS Section 1.01 Definitions. All capitalized terms used in this Agreement or in any Appendix, Schedule or Exhibit hereto which are not otherwise defined herein or therein shall have the respective meanings set forth below. “Adjusted London Interbank Offered Rate” means, for any Interest Period, a rate per annum equal to the quotient obtained (rounded upward, if necessary, to the nearest 1/100th of 1%) by dividing (i) the London Interbank Offered Rate for such Interest Period by (ii) 1.00 minus the Euro-Dollar Reserve Percentage. “Administrative Agent” means CIBC, in its capacity as administrative agent for the Lenders hereunder and under the other Loan Documents, and its successor or successors in such capacity. “Administrative Questionnaire” means, with respect to each Lender, an administrative questionnaire in the form provided by the Administrative Agent and submitted to the Administrative Agent (with a copy to the Borrower) duly completed by such Lender. “Affected Financial Institution” means (a) any EEA Financial Institution or (b) any UK Financial Institution. “Affiliate” means, with respect to any Person, any other Person
who is directly or indirectly controlling, controlled by or under common control with such Person. A Person shall be deemed to control another Person if such Person possesses, directly or indirectly, the power to direct or cause the direction of the management or policies of the controlled Person, whether through the ownership of stock or its equivalent, by contract or otherwise. In no event shall the Administrative Agent or any Lender be deemed to be an Affiliate of the Borrower, the Guarantor or any of their Subsidiaries. “Agreement” has the meaning set forth in the introductory paragraph hereto, as this Agreement may be amended, restated, supplemented or modified from time to time. “Applicable Lending Office” means, with respect to any Lender, (i) in the case of its Base Rate Loans, its Base Rate Lending Office and (ii) in the case of its Euro-Dollar Loans, its Euro-Dollar Lending Office. “Applicable Percentage” means, for purposes of calculating the applicable interest rate for any day for any Base Rate Loans or Euro-Dollar Loans, the appropriate applicable percentage set forth below

corr~onding to the then current highest Borrower's RatiJ1gs; provida:l, tha:, in the event that the
Borrower's Ratings shall fall within different levels and ratings are maintained by both Rating Agencies,
the <l)pl i ca::>Ie rating shal I be based on the higher of the two ra:i ngs uni ess one of the ratings is two or more
levels lower than the other, in which casethe<l)plica::>le rcting s,al l bedetermina:l by reference to the level
one rating Iower than the higher of the two ratings:

Otegory
A
Otegory
B
Otegory
C
Otegory
D
Otegory
E
Otegory
F

Borrower's Ratings
<S&P /Moodv's)
~ A+ from S& P / A 1 from
Moody's
A from S& P / A2 from
Moody's
A- from S& P / A3 from
Moody's
BBB+ from S& P / Baa1 from
Moody's
BBB from S& P / Baa2 from
Moody's
~BBB- from S& P / Baa3
from Moody's

Appl icable Percentage
for Base Rate Loans
0.000%

Appl icable Percentage for
Eur o-Dollar Loans
0.70%

0.000%

0.70%

0.000%

0.70%

0.000%

0.70%

0.000%

0.825%

0.000%

0.825%

" Approva:l Fund" means any f und that is adrn.ini stered or managed by (a) a Lender, (b) an Affilia:e
of a Lender or (c) an entity or an Affi liate of an entity tha: administers or manages a Lender.

"Assa Safi' means any sale of any assets, including by way of the sale by the Guarantor or any of
its Subsidiaries of equity interests in such Subsidiaries.
" Assignee'' has the meaning set forth in Section 9.06(c).
" Assignment and Assurrption Agreement" means an Assignment and Assumption Agreement,
substantially in the form of attacha:l Exhibit C, under which an interest of a Lender herrunder istransferra:l
to an Eligible Assignee pursuant to Section 9.00(c).
" Authorized Officer" means the president, the chiet operating officer, the chi et financi al officer,
the chi et accounting officer, any vice president, the treasurer, the assistant treasurer or the controller of the
<l)plica::>le Loan Party or such other individuals reaoonably accEptable to the Administrative Agent as may
be designated in writing by the Borrower from ti me to ti me.
" Ba 1-1n Action" means the exercise of any Write-Down and Conversion Powers by the <l)pl ica::>Ie
Resolution Authority in r ~ of any liabil ity of an Affected Financial Institution.
" Bal-In Looislaion" means, (a) with r~ect to any EEA Member Country irrplementing Artide
55 of Directive 2014/59/EU of the Europea1 Parliament and of the Council of the European Union, the
irrplementing lw, regula:ion, rule or requirement for such EEA Member Country from timetotimewhich
is described in the EU Ba l-In Legislction Schedule and (b) with r ~ to the United Kingdom, Part I of
the United Kingdom Banking Act 2009 (as amended from time to time) and any other la.v, regula:ion or
rule <l)plica::>le in the United Kingdom relcting to the resolution of unround or fa ling banks, investment
firms or other financial instituti ons or their affilia:es(other than through liquidation, administration or other
insolvency proceedings).
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corresponding to the then current highest Borrower’s Ratings; provided, that, in the event that the Borrower’s Ratings shall fall within different levels and ratings are maintained by both Rating Agencies, the applicable rating shall be based on the higher of the two ratings unless one of the ratings is two or more levels lower than the other, in which case the applicable rating shall be determined by reference to the level one rating lower than the higher of the two ratings: Borrower’s Ratings Applicable Percentage Applicable Percentage for (S&P /Moody’s) for Base Rate Loans Euro-Dollar Loans Category > A+ from S&P / A1 from 0.000% 0.70% A Moody’s Category A from S&P / A2 from 0.000% 0.70% B Moody’s Category A- from S&P / A3 from 0.000% 0.70% C Moody’s Category BBB+ from S&P / Baa1 from 0.000% 0.70% D Moody’s Category BBB from S&P / Baa2 from 0.000% 0.825% E Moody’s Category ≤BBB- from S&P / Baa3 0.000% 0.825% F from Moody’s “Approved Fund” means any Fund that is administered or managed by (a) a Lender, (b) an Affiliate of a Lender or (c) an entity or an Affiliate of an entity that administers or manages a Lender. “Asset Sale” means any sale of any assets, including by way of the sale by the Guarantor or any of its Subsidiaries of equity interests in such Subsidiaries. “Assignee” has the meaning set forth in Section 9.06(c). “Assignment and Assumption Agreement” means an Assignment and Assumption Agreement, substantially in the form of attached Exhibit C, under which an interest of a Lender hereunder is transferred to an Eligible Assignee pursuant to Section 9.06(c). “Authorized Officer” means the president, the chief operating officer, the chief financial officer, the chief accounting officer, any vice president, the treasurer, the assistant treasurer or the controller of the applicable Loan Party or such other individuals reasonably acceptable to the Administrative Agent as may be designated in writing
by the Borrower from time to time. “Bail-In Action” means the exercise of any Write-Down and Conversion Powers by the applicable Resolution Authority in respect of any liability of an Affected Financial Institution. “Bail-In Legislation” means, (a) with respect to any EEA Member Country implementing Article 55 of Directive 2014/59/EU of the European Parliament and of the Council of the European Union, the implementing law, regulation, rule or requirement for such EEA Member Country from time to time which is described in the EU Bail-In Legislation Schedule and (b) with respect to the United Kingdom, Part I of the United Kingdom Banking Act 2009 (as amended from time to time) and any other law, regulation or rule applicable in the United Kingdom relating to the resolution of unsound or failing banks, investment firms or other financial institutions or their affiliates (other than through liquidation, administration or other insolvency proceedings). 2

"Ba,kruptcy Code" means the Bankruptcy Reform Act of 1978, as crnende::l, or a1y succesror
staute.
" Base Rate" means for any day, a rate per a,num equa to the highest of (i) the Prime Rciefor such
day, (i i) the sum of 1/2 of 1% plus the Fe::lera Funds Rae for ruch day aid (iii) excx:pt during a,y period
of ti me during which a notice del ivere::l to the Borrower under Socti on 2.14 or Socti on 2.15 sha I reniai n in
effect, the London lnterba1k Offere::l Rcieplus 1%.
" Base Rate Borrowi nq" means a Borrowing comprised of Base Rate Loans.
" Base Rate Lending Office" ma:ns, as to eoch Lender, its office locate::l ct its address set forth in
its Admi nistraiveQuestionnaire (or identifie::l in its Administrative Questionnaire as its Base Rae Lending
Office) or such other office as such Lexler may hereafter designate as its Base Rate Lending Office by
notice to the Borrower aid the Admi ni strati ve Agent.
" Base Rae Loa,'' means a Loan in respect of which interest is compute::l on the basis of the Base

Rate.
"Benchma-k Ra:>lacement" means the sum of: (a) the alternate benchma-k rate(which may include
Term SOFR) that has been sel ecte::l by the Admi ni strative Agent aid the Borrower giving due consideration
to (i) a,y selection or recommendation of a replacement rcieor the mechaiism for determining ruch a rate
by the Rele,,a,t Governmenta Body or (i i) a,y e,,olving or then-pre,,ail ing market convention for
determining a rate of interest as a replacement to LIBOR for U.S. dolla--denominate::l syndicate::l cre::lit
facil ities a1d (b) the Benchma-k Replacement Adj ustment; provide::l thci, if the Benchma-k Replacement
as ro determi ne::l would be Iess tha, zero, the Benchmak Replacement wi II be deeme::l to be zero for the
purposes of this Agreement.
"Benchma-k Ra:>lacement Adjustment" means, with respect to any replacement of LIBOR with an
Unooj uste::l Benchma-k Replacement for eoch cl}PI i crol e Interest Period, the ~read adjustment, or method
for caculaing or determining ruch ~read adjustment, (which may bea positive or negciivevaueor zero)
thct has been selecte::l by the Administrative Agent and the Borrower giving due consideration to (i) a,y
selection or recommexlction of a~read adj ustment, or method for caculating or determining such ~read
adj ustment, for the replacement of LI BOR with the ~pl i crole Unadj uste::l Benchmark Replacement by the
Rele,,a,t Governmenta Body or (ii) a1y e,,olving or then-pre,,ai ling ma-ket convention for determining a
~read adjustment, or method for caculaing or determining such ~read adjustment, for the replacement
of LI BOR with the ~I i crol e U nooj uste::l Benchma-k RepIacement for U.S. doll a- denomi nae::l syndi cate::l
cre::lit facilities ct such time.
" Benchmark Ra:>lacement Conforming Cha,ges" means, with respect to any Benchmark
Replacement, a,y technica, administrciive or operationa chaiges (including changes to the definition of
" Base Rate," the definition of " Interest Period," timing and frequency of determining rates and making
payments of interest ;rid other administrctive maters) that the Administrative Agent decides may be
~propriateto reflect the adoption aid implementation of such Benchmark Replacement ;rid to permit the
administration theroof by the Administrative Agent in a ma1ner substantialy consistent with ma-ket
practice(or, if theAdministrativeAgent decides that adoption of a,y portion of ruch ma-ket practice is not
administratively feasible or if the Administrative Agent determines that no ma-ket practice for the
administration of the Benchma-k Replacement exists, in such other ma1ner of administraion as the
Administraive Agent decides is reaoonably necessary in connection with the administration of this
Agreemerit).
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“Bankruptcy Code” means the Bankruptcy Reform Act of 1978, as amended, or any successor statute. “Base Rate” means for any day, a rate per annum equal to the highest of (i) the Prime Rate for such day, (ii) the sum of 1/2 of 1% plus the Federal Funds Rate for such day and (iii) except during any period of time during which a notice delivered to the Borrower under Section 2.14 or Section 2.15 shall remain in effect, the London Interbank Offered Rate plus 1%. “Base Rate Borrowing” means a Borrowing comprised of Base Rate Loans. “Base Rate Lending Office” means, as to each Lender, its office located at its address set forth in its Administrative Questionnaire (or identified in its Administrative Questionnaire as its Base Rate Lending Office) or such other office as such Lender may hereafter designate as its Base Rate Lending Office by notice to the Borrower and the Administrative Agent. “Base Rate Loan” means a Loan in respect of which interest is computed on the basis of the Base Rate. “Benchmark Replacement” means the sum of: (a) the alternate benchmark rate (which may include Term SOFR) that has been selected by the Administrative Agent and the Borrower giving due consideration to (i) any selection or recommendation of a replacement rate or the mechanism for determining such a rate by the Relevant Governmental Body or (ii) any evolving or then-prevailing market convention for determining a rate of interest as a replacement to LIBOR for U.S. dollar-denominated syndicated credit facilities and (b) the Benchmark Replacement Adjustment; provided that, if the Benchmark Replacement as so determined would be less than zero, the Benchmark Replacement will be deemed to be zero for the purposes of this Agreement. “Benchmark Replacement Adjustment” means, with respect to any replacement of LIBOR with an Unadjusted Benchmark Replacement for each applicable Interest Period, the spread adjustment, or method for
calculating or determining such spread adjustment, (which may be a positive or negative value or zero) that has been selected by the Administrative Agent and the Borrower giving due consideration to (i) any selection or recommendation of a spread adjustment, or method for calculating or determining such spread adjustment, for the replacement of LIBOR with the applicable Unadjusted Benchmark Replacement by the Relevant Governmental Body or (ii) any evolving or then-prevailing market convention for determining a spread adjustment, or method for calculating or determining such spread adjustment, for the replacement of LIBOR with the applicable Unadjusted Benchmark Replacement for U.S. dollar denominated syndicated credit facilities at such time. “Benchmark Replacement Conforming Changes” means, with respect to any Benchmark Replacement, any technical, administrative or operational changes (including changes to the definition of “Base Rate,” the definition of “Interest Period,” timing and frequency of determining rates and making payments of interest and other administrative matters) that the Administrative Agent decides may be appropriate to reflect the adoption and implementation of such Benchmark Replacement and to permit the administration thereof by the Administrative Agent in a manner substantially consistent with market practice (or, if the Administrative Agent decides that adoption of any portion of such market practice is not administratively feasible or if the Administrative Agent determines that no market practice for the administration of the Benchmark Replacement exists, in such other manner of administration as the Administrative Agent decides is reasonably necessary in connection with the administration of this Agreement). 3

" Benchma-k Replacement Dae" means the earlier to occur of the following events with respect to
LIBOR:
1) in the case of clause (1) or (2) of the definition of "Benchmark Transition Event," the later

of (a) the date of the public statement or publicaion of information reference:l therein and
(b) the date on which the a::lministraor of LI BOR permanently or indefinitely ceases to
provideLIBOR; or
2) in the ca;eof dause (3) of the definition of " Benchmark Transition Event," the date of the
publ ic staement or publication of information reference:l therein.
" Benchma-k Transition Event" means the occurrence of one or more of the following events w ith
re:pEti to LI BOR:
1) a public statement or publicaion of informaion by or on behalf of the a::lministrator of
LIBOR announcing tha such a::lministraor has ceased or will cease to provide LIBOR,
permanently or indefinitely, provided that, at the time of such statement or publ ication,
there is no successor a::lministraor tha will continue to provide LI BOR;
2) a publ ic staement or publication of information by the regulatory superviror for the
a::lministraor of LIBOR, the U.S. Federal Resave System, an inrolvency official with
juriooiction over thea::lministrator for LIBOR. a rerolution authority with juriooiction over
the a::lministrator for LI BOR or a court or an entity with simila- insolvency or rerolution
authority over the a::lministrator for LI BOR, which states that the a::lministrator of LIBOR
has ceased or will cease to provide LIBOR permanently or indefinitely, provided that, a
the time of such statement or publication, there is no successor a::lministrator tha will
continue to provide LIBOR; or
3) a publ ic staement or publication of informaion by the regulaory superviror for the
a::lmi ni straor of LI BOR announcing tha LI BOR is no Ionger representative.
" Benchma-k Transition Start Date" means (a) in the case of a Benchmark Transition Event, the
ea-lier of (i) thecpplicci:>leBenchma-k Repla::ement Dcteand (ii ) if such Benchma-k Transition Event isa
publ ic statement or publication of information of a pm,pEtiive eJent, the 90th day prior to the expEtied
date of such eJent as of such public staement or publ i caion of i nformcti on (or if the expEtied date of such
prmpEtiive eJent is fe,ver than 90 days ctter such statement or publicaion, the dae of such staement or
publ ication) and (b) in theca;eof an Ea-ly Opt-in EIEtiion, thedate~ecified by theAdministraiveAgent
or the R~uired Lenders, as cpplicci:>le, by notice to the Borrower, theAdministrativeAgent (in theca;eof
such notice by the R~uired Lenders) and the Lenders.
" Benchma-k Unava lcbil ity Period" means, if a Benchmark Transition Event and its related
Benchmark Replacement Dae have occurred with re:pEti to LIBOR and rolely to the extent that LIBOR
has not been reploced with a Benchmark Replacement, the period (x) beginning at the time that such
Benchmark Replacement Dae has occurred if, a such time, no Benchmark Repla::ement has reploced
LIBOR for all purposes hereunder in axordance with SEtiion 2.14(b) and (y) ending a the ti me that a
Benchmark RepIacement has repIoced LI BOR for al I purposes hereunder pursuant to SEtii on 2.14(b).
" Beneficial 0.Vnership Rooulation" means 31 C.F.R. § 1010.230.
" Borrower" has the meaning set forth in the introductory paragraph hereto.
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“Benchmark Replacement Date” means the earlier to occur of the following events with respect to LIBOR: 1) in the case of clause (1) or (2) of the definition of “Benchmark Transition Event,” the later of (a) the date of the public statement or publication of information referenced therein and (b) the date on which the administrator of LIBOR permanently or indefinitely ceases to provide LIBOR; or 2) in the case of clause (3) of the definition of “Benchmark Transition Event,” the date of the public statement or publication of information referenced therein. “Benchmark Transition Event” means the occurrence of one or more of the following events with respect to LIBOR: 1) a public statement or publication of information by or on behalf of the administrator of LIBOR announcing that such administrator has ceased or will cease to provide LIBOR, permanently or indefinitely, provided that, at the time of such statement or publication, there is no successor administrator that will continue to provide LIBOR; 2) a public statement or publication of information by the regulatory supervisor for the administrator of LIBOR, the U.S. Federal Reserve System, an insolvency official with jurisdiction over the administrator for LIBOR, a resolution authority with jurisdiction over the administrator for LIBOR or a court or an entity with similar insolvency or resolution authority over the administrator for LIBOR, which states that the administrator of LIBOR has ceased or will cease to provide LIBOR permanently or indefinitely, provided that, at the time of such statement or publication, there is no successor administrator that will continue to provide LIBOR; or 3) a public statement or publication of information by the regulatory supervisor for the administrator of LIBOR announcing that LIBOR is no longer representative. “Benchmark Transition Start Date” means (a) in the case of a Benchmark Transition Event, the earlier of (i) the applicable Benchmark Replacement Date
and (ii) if such Benchmark Transition Event is a public statement or publication of information of a prospective event, the 90th day prior to the expected date of such event as of such public statement or publication of information (or if the expected date of such prospective event is fewer than 90 days after such statement or publication, the date of such statement or publication) and (b) in the case of an Early Opt-in Election, the date specified by the Administrative Agent or the Required Lenders, as applicable, by notice to the Borrower, the Administrative Agent (in the case of such notice by the Required Lenders) and the Lenders. “Benchmark Unavailability Period” means, if a Benchmark Transition Event and its related Benchmark Replacement Date have occurred with respect to LIBOR and solely to the extent that LIBOR has not been replaced with a Benchmark Replacement, the period (x) beginning at the time that such Benchmark Replacement Date has occurred if, at such time, no Benchmark Replacement has replaced LIBOR for all purposes hereunder in accordance with Section 2.14(b) and (y) ending at the time that a Benchmark Replacement has replaced LIBOR for all purposes hereunder pursuant to Section 2.14(b). “Beneficial Ownership Regulation” means 31 C.F.R. § 1010.230. “Borrower” has the meaning set forth in the introductory paragraph hereto. 4

"Borrower's Rating" means the seriior unsecured long-term debt rating of the Borrower from S& P
or Moody' s without giving effoct to a,y third paiy credit enha,cement except for a guara,ty of the
Guara,tor (it being understood that all of the Borrower's long term debt is Guara,teed by the Guarantor).
"Borrowing" means a borrowing consisting of Loa,s of a single Type made by the Lenders on a
single date and, in the case of a Euro-Dollar Borrowing, having a single Interest Period.
" Business Day" means any day except a Saturday, Sunday or other day on which commercial banks
in Ne.v York, Ne.v York are authorized by law to close; provided, that when used with re:poct to a,y
borrowing of, payment or pr~ayment of principa of or interest on, or the Interest Period for, a Euro-Dollar
Loa,, or a notice by the Borrower with re:poct to a,y such borrowing payment, pr~ayment or Interest
Period, the term " Business Day" shall also mean that such day is a London Business Day.
"Ca:>ita Lease" means any lease of property which, in accordance with GAAP, should be
capitalized on the lessee's balance sheet.
" Ca:>ita Lease Obligations'' means, with respect to any Person, all obligations of such Person as
lessee under Ccpita Leases, in eoch case taken a the amount thereof accounted for as licbilities in
accordance with GAAP.
" Change of Control" means (i) the a::quisition by any Perron, or two or more Persons acting in
concert, of beneficia ownership (within the mea,ing of Rule 13d-3 of the Securities and Exct,ange
Commission under the Securiti es Excl7angeAct of 1934, as amended) of 25% or more of the outstanding
shares of Voting Stock of the Guara,tor or its succesrors or (ii) the fa Iure at any ti me of the Guara,tor or
its succesrors to own, diroctly or indiroctly, 80% or more of the outstanding shares of the Voting Stock in
the Borrower.
"CIBC" means Canadian lmperia Baik of Commerce, Ne.v York Brancl7, and itssuccesrors.
" Commitment" means, with respect to any Lender, the commitment of suct, Lender to make Loa,s
under this Agreement, as set forth in Appendix A and as sucl7 Commitment may be reducoo pur&.ia,t to
Section 2.01.
" Connoction Income Taxes" mea,s Other Connoction Taxes that are imposed on or mea&Jred by
net income ( however denominated) or that are fra,ct,i se or brancl7 profits or si mi I ar taxes, duties, Ievi es,
impost, deductions, cl7arges, and w ithholdings and al licbilities with re:poct thereto.
"Conrolidaed Ca:>itaizaion" means the sum of, without duplication, (A) the Consol idated Debt
(without giving effoct to dause(b) of the definitiou of "Consolidated Debt") and (B) the conrolidated
shareowners' equity (detennined in accorda,ce with GAAP) of the common, preference and preferred
shareowners of the Guarantor a,d minority interests r~ded on the Guarantor's consolidated financial
statements (excluding from shareowners' equity (i) the etfoct of al unreaized gans aid losses r~orted
under Financia Accounting Standards Board Accounting StandardsCodificaion Topic 815 in connoction
with (x) forward contracts, futures contracts, options contracts or other derivatives or hedging agreements
for the future delivery of eloctricity, capacity, fuel or other commodities and (y) Interest Rate Protoction
Agreements, foreign currency exchange agreements or other interest or exct,ange rae hedging
arrangements and (ii) the baance of accumulated other comprehensive income'loss of the Guara,tor on
a,y date of determinciion solely with re:pect to the effoct of any p€11sion and other post-retirement benefit
licbility adjustment recorded in accordance with GAAP), except that for purposes of caculating
Consolidated Ccf)itaization of the Guara,tor, Consolidated Debt of the Guarantor shal exclude Non-
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“Borrower’s Rating” means the senior unsecured long-term debt rating of the Borrower from S&P or Moody’s without giving effect to any third party credit enhancement except for a guaranty of the Guarantor (it being understood that all of the Borrower’s long term debt is Guaranteed by the Guarantor). “Borrowing” means a borrowing consisting of Loans of a single Type made by the Lenders on a single date and, in the case of a Euro-Dollar Borrowing, having a single Interest Period. “Business Day” means any day except a Saturday, Sunday or other day on which commercial banks in New York, New York are authorized by law to close; provided, that when used with respect to any borrowing of, payment or prepayment of principal of or interest on, or the Interest Period for, a Euro-Dollar Loan, or a notice by the Borrower with respect to any such borrowing payment, prepayment or Interest Period, the term “Business Day” shall also mean that such day is a London Business Day. “Capital Lease” means any lease of property which, in accordance with GAAP, should be capitalized on the lessee’s balance sheet. “Capital Lease Obligations” means, with respect to any Person, all obligations of such Person as lessee under Capital Leases, in each case taken at the amount thereof accounted for as liabilities in accordance with GAAP. “Change of Control” means (i) the acquisition by any Person, or two or more Persons acting in concert, of beneficial ownership (within the meaning of Rule 13d-3 of the Securities and Exchange Commission under the Securities Exchange Act of 1934, as amended) of 25% or more of the outstanding shares of Voting Stock of the Guarantor or its successors or (ii) the failure at any time of the Guarantor or its successors to own, directly or indirectly, 80% or more of the outstanding shares of the Voting Stock in the Borrower. “CIBC” means Canadian Imperial Bank of Commerce, New York Branch, and its successors. “Commitment”
means, with respect to any Lender, the commitment of such Lender to make Loans under this Agreement, as set forth in Appendix A and as such Commitment may be reduced pursuant to Section 2.01. “Connection Income Taxes” means Other Connection Taxes that are imposed on or measured by net income (however denominated) or that are franchise or branch profits or similar taxes, duties, levies, impost, deductions, charges, and withholdings and all liabilities with respect thereto. “Consolidated Capitalization” means the sum of, without duplication, (A) the Consolidated Debt (without giving effect to clause (b) of the definition of “Consolidated Debt”) and (B) the consolidated shareowners’ equity (determined in accordance with GAAP) of the common, preference and preferred shareowners of the Guarantor and minority interests recorded on the Guarantor’s consolidated financial statements (excluding from shareowners’ equity (i) the effect of all unrealized gains and losses reported under Financial Accounting Standards Board Accounting Standards Codification Topic 815 in connection with (x) forward contracts, futures contracts, options contracts or other derivatives or hedging agreements for the future delivery of electricity, capacity, fuel or other commodities and (y) Interest Rate Protection Agreements, foreign currency exchange agreements or other interest or exchange rate hedging arrangements and (ii) the balance of accumulated other comprehensive income/loss of the Guarantor on any date of determination solely with respect to the effect of any pension and other post-retirement benefit liability adjustment recorded in accordance with GAAP), except that for purposes of calculating Consolidated Capitalization of the Guarantor, Consolidated Debt of the Guarantor shall exclude Non- 5

Ra::ourse Debt aid Conrol idaed ~italiza:ion of the Gua-aitor shall exclude that portion of shareowners'
a:iuity attributal::lle to asses securing Non-Ra::ourse Debt.
" Conrolidated Debt" means the consolidated Debt of the Gua-aitor aid its Conrolidated
Subsidia-ies (determined in accordaice with GAAP), except that for purposes of this definition
(a) Conrolidated Debt shall exdudeNon-Ra::ourseDebt of theGua-aitor aid itsConrolida:ed Subsidia-ies,
aid (b} Conrolida:ed Debt shall exdude (i) Hybrid ~urities of the Gua-aitor and its Conrolidated
Subsidia-iesin ai ~gregateanount as shal l not exceed 15% of Conrolida:ed ~ italiza:ion aid (ii) EquityLinked ~ r i ti es in ai ~gregal.e amount as shal I not exceed 15% of Conrol i da:ed Cc;pi tal i zati on.
"Conrolida:ed Subsidiay" means with respect to any Person at any date any Subsidiary of such
Perron or other entity the accounts of which would be conrolidated with those of such Perron in its
conrolidated financial staterna,ts if such sta:ements were prepa-ed as of such date in accordaice with
GAAP.
" Continuing Lender" means with respect to any event described in ~ion 2.08, a Lender which is
not a Retiring Lender, and "Continuing Lenders" means any two or more of such Continuing Lenders.
" Corporciion" means a corporation, association, company, joint stock company, limited liability
compaiy, partnership or business trust.
" Debt" of any Person means, without duplication, (i) al I obi igaions of such Perron for borrowed
money, (ii) all obligaions of such Perron evidenced by bonds, debentures, notes or simila- instruments,
(ii i) al l Gua-aiteesby such Perron of Debt ofothers, (iv) all ~ital LeaseObligationsaid Synthetic Leases
of such Perron, (v) all obligations of such Perron in respect of Interest Rae A-otection Agreements, foreign
currency exchaige ~reements or other interest or exchaige rate hedging a-raigements (the amount of aiy
such obligaion to bethenet amount that would bepayal::lleupon theoo::eleration, termination or liquidation
thereof), but only to the extent that such net obligations exceed $150,000,000 in the aggregae aid (vi) all
obligations of such Perron as ai account party in re:pect of letters of credit and bankers' acceptances;
provided, howaier, that "Debt" of such Person does not include (a) obligations of such Perron under aiy
i nstal Iment sale, conditional sale or ti tie retention ~reement or aiy other ~reement relating to obi i gati ons
for the deferred purchase price of property or services, (b) obligations under ~reements relating to the
purchase and sale of aiy commodity, including aiy power sale or purchase ~reements, aiy commodity
hedge or derivative (rega-dless of whether aiy such transaction is a "financial" or physical transaction),
(c) aiy tra::le obligations or other obliga:ions of such Perron incurred in the ordinary course of business or
(d) obligaionsof such Perron under aiy lease~reement (induding aiy lease intended as security) tha is
not a Cc;pital Lease or a Synthetic Lease.
"Debtor Relief LaNs'' means the Bankruptcy Code, and all other liquidation, conservatorship,
baikruptcy, assignment for the benefit of creditors, moratorium, rea-raigerna,t, receivership, inrolvency,
reorgaiization, or simila- debtor relief LaNsof the United States or other c;pplical::llejuris:iictionsfrom time
to ti me in effect.
" Default" means any condition or event which constitutes an Event of Default or which with the
giving of notice or lc;pseof time or both would, unless cured or waved, becomeai Event of Default.
"Defaulting Lender" means at any time any Lender with respect to which a Lender Default is in
effect a: such time, induding aiy Lender subject to a Ba l-In Action. Any determination by the
AdministraiveAgent that a Lender isa Defaulting Lender under aiy one or moredausesof the definition
of"LenderDefault" shall becondusiveand bindingal::lsent ma,ifest error, aid such Lender shall be deemed
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Recourse Debt and Consolidated Capitalization of the Guarantor shall exclude that portion of shareowners’ equity attributable to assets securing Non-Recourse Debt. “Consolidated Debt” means the consolidated Debt of the Guarantor and its Consolidated Subsidiaries (determined in accordance with GAAP), except that for purposes of this definition (a) Consolidated Debt shall exclude Non-Recourse Debt of the Guarantor and its Consolidated Subsidiaries, and (b) Consolidated Debt shall exclude (i) Hybrid Securities of the Guarantor and its Consolidated Subsidiaries in an aggregate amount as shall not exceed 15% of Consolidated Capitalization and (ii) Equity- Linked Securities in an aggregate amount as shall not exceed 15% of Consolidated Capitalization. “Consolidated Subsidiary” means with respect to any Person at any date any Subsidiary of such Person or other entity the accounts of which would be consolidated with those of such Person in its consolidated financial statements if such statements were prepared as of such date in accordance with GAAP. “Continuing Lender” means with respect to any event described in Section 2.08, a Lender which is not a Retiring Lender, and “Continuing Lenders” means any two or more of such Continuing Lenders. “Corporation” means a corporation, association, company, joint stock company, limited liability company, partnership or business trust. “Debt” of any Person means, without duplication, (i) all obligations of such Person for borrowed money, (ii) all obligations of such Person evidenced by bonds, debentures, notes or similar instruments, (iii) all Guarantees by such Person of Debt of others, (iv) all Capital Lease Obligations and Synthetic Leases of such Person, (v) all obligations of such Person in respect of Interest Rate Protection Agreements, foreign currency exchange agreements or other interest or exchange rate hedging arrangements (the amount of any such obligation to be the net amount that would
be payable upon the acceleration, termination or liquidation thereof), but only to the extent that such net obligations exceed $150,000,000 in the aggregate and (vi) all obligations of such Person as an account party in respect of letters of credit and bankers’ acceptances; provided, however, that “Debt” of such Person does not include (a) obligations of such Person under any installment sale, conditional sale or title retention agreement or any other agreement relating to obligations for the deferred purchase price of property or services, (b) obligations under agreements relating to the purchase and sale of any commodity, including any power sale or purchase agreements, any commodity hedge or derivative (regardless of whether any such transaction is a “financial” or physical transaction), (c) any trade obligations or other obligations of such Person incurred in the ordinary course of business or (d) obligations of such Person under any lease agreement (including any lease intended as security) that is not a Capital Lease or a Synthetic Lease. “Debtor Relief Laws” means the Bankruptcy Code, and all other liquidation, conservatorship, bankruptcy, assignment for the benefit of creditors, moratorium, rearrangement, receivership, insolvency, reorganization, or similar debtor relief Laws of the United States or other applicable jurisdictions from time to time in effect. “Default” means any condition or event which constitutes an Event of Default or which with the giving of notice or lapse of time or both would, unless cured or waived, become an Event of Default. “Defaulting Lender” means at any time any Lender with respect to which a Lender Default is in effect at such time, including any Lender subject to a Bail-In Action. Any determination by the Administrative Agent that a Lender is a Defaulting Lender under any one or more clauses of the definition of “Lender Default” shall be conclusive and binding absent manifest error, and such Lender shall be deemed 6

to be a Defrulti ng Lender (subject to cure as expressly contemplated i.n tbe defo1ition of "Lender Default")
upon delivery of written notice of ruch daermirntion to the Borrower and eoch Lender.
" Dollcrs'' and the sign "i" means lawful money of the United States of America.
"Ecrly Opt-in Election" means the occurrence of:
1)

(i) a determination by theAdministrativeAgent or (ii) a notification by theRequiroo Lenders
to the Administrctive Agent (with a copy to the Borrower) tha the Requiroo Lenders have
determinoo that U.S. dollcr-denominatoo syndica:oo crooit focilities being executoo at such
time, or that indude languagesimilcr to that containoo in SEdion 2.14(b) ere being executoo
or amendoo, as c:pplicable, to incorporate or adopt a ne-N benchmcrk interest rate to replace
LIBOR, and

2)

(i) the election by the Administra:ive Agent or (ii) the election by the Requiroo Lenders to
dedcre tha: an Early Opt-in Election has occurroo and the provision, as c:pplicable, by the
Administrative Agent of written notice of such election to the Borrower and the Lenders or
by the Requiroo Lenders of written notice of ruch election to the Administrative Agent.

"EEA Financial Institution" meais (a) any crooit institution or investment firm establishoo in any
EEA Member Country which is subject to the supervision of an EEA Res:>lution Authority, (b) any entity
established in an EEA Member Country which is a pcrent of an institution deocriboo in cl ruse (a) of this
definition, or (c) any financial institution establishoo in an EEA Member Country which isa subsidiary of
an institution deocriboo in druses(a) or (b) of this definition and isrubject to comciidatoo rupervision with
its pcrent.
"EEA Member Counny" mea1s any of the member sta:es of the Europea1 Union, Iceland,
Liechtenstein, and Norway.
" EEA Res:>lution Authority" means any public administrative authority or any person entrusted
with public administraive authority of any EEA Member Country (including any delegee) having
re;ponsibi lity for the res'.)lution of any EEA Financial Institution.
" Effective Da:e" means the date on which the Administrative Agent determines that the conditions
~ecifioo in or purruant to SEdion 4.01 have been sctisfioo.
" Bigible Assignee" means (i) a Lender; (ii) a commercial bank organizoo under the laws of the
Unitoo Sta:esand having a combinoo cc:pital and rurplusof at least $100,000,000; (iii) a commercial bank
organizoo under the laws of any other country which is a member of the Organiza:ion for Economic
Cooperaion and Development, or apolitical rubdivision of any such country and having acombinoo cc:pital
and surplus of at least $100,000,000; providoo, that such bank is acting through a branch or agency locatoo
and licensed in the Unitoo States; (iv) an Affiliate of a Lender that is an "accredited investor" (as defined
in Regulation D under the Securities Act of 1933, asamendoo) or (v) an Approvoo Fund: providoo, that, in
eoch case (a) upon and following the occurrence of an Event of Defrult, an Eligible Assignee shall meai
any Peroon other than a Loan Pa1y or any of itsAffiliatesand (b) notwithstanding the foregoing, "El igible
Assignee" shall not include any Loan Pa1y or any of its &lbsidicries or Affiliaes.
" Environmental Laws'' means any and all federal, state and local statutes, laws, regulaions,
ordinances, rules, judgments, orders, decrees, permits, concessions, grants, franchises, licenses or other
written governmental restrictions relating to the environment or to emissions, diochcrges or releases of
pollutants, contaminants, petroleum or petroleum products, chemicals or industrial, toxic or Haza-dous
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to be a Defaulting Lender (subject to cure as expressly contemplated in the definition of “Lender Default”) upon delivery of written notice of such determination to the Borrower and each Lender. “Dollars” and the sign “$” means lawful money of the United States of America. “Early Opt-in Election” means the occurrence of: 1) (i) a determination by the Administrative Agent or (ii) a notification by the Required Lenders to the Administrative Agent (with a copy to the Borrower) that the Required Lenders have determined that U.S. dollar-denominated syndicated credit facilities being executed at such time, or that include language similar to that contained in Section 2.14(b) are being executed or amended, as applicable, to incorporate or adopt a new benchmark interest rate to replace LIBOR, and 2) (i) the election by the Administrative Agent or (ii) the election by the Required Lenders to declare that an Early Opt-in Election has occurred and the provision, as applicable, by the Administrative Agent of written notice of such election to the Borrower and the Lenders or by the Required Lenders of written notice of such election to the Administrative Agent. “EEA Financial Institution” means (a) any credit institution or investment firm established in any EEA Member Country which is subject to the supervision of an EEA Resolution Authority, (b) any entity established in an EEA Member Country which is a parent of an institution described in clause (a) of this definition, or (c) any financial institution established in an EEA Member Country which is a subsidiary of an institution described in clauses (a) or (b) of this definition and is subject to consolidated supervision with its parent. “EEA Member Country” means any of the member states of the European Union, Iceland, Liechtenstein, and Norway. “EEA Resolution Authority” means any public administrative authority or any person entrusted with public administrative authority of any EEA Member Country
(including any delegee) having responsibility for the resolution of any EEA Financial Institution. “Effective Date” means the date on which the Administrative Agent determines that the conditions specified in or pursuant to Section 4.01 have been satisfied. “Eligible Assignee” means (i) a Lender; (ii) a commercial bank organized under the laws of the United States and having a combined capital and surplus of at least $100,000,000; (iii) a commercial bank organized under the laws of any other country which is a member of the Organization for Economic Cooperation and Development, or a political subdivision of any such country and having a combined capital and surplus of at least $100,000,000; provided, that such bank is acting through a branch or agency located and licensed in the United States; (iv) an Affiliate of a Lender that is an “accredited investor” (as defined in Regulation D under the Securities Act of 1933, as amended) or (v) an Approved Fund; provided, that, in each case (a) upon and following the occurrence of an Event of Default, an Eligible Assignee shall mean any Person other than a Loan Party or any of its Affiliates and (b) notwithstanding the foregoing, “Eligible Assignee” shall not include any Loan Party or any of its Subsidiaries or Affiliates. “Environmental Laws” means any and all federal, state and local statutes, laws, regulations, ordinances, rules, judgments, orders, decrees, permits, concessions, grants, franchises, licenses or other written governmental restrictions relating to the environment or to emissions, discharges or releases of pollutants, contaminants, petroleum or petroleum products, chemicals or industrial, toxic or Hazardous 7

Substa,cesorwastes into the environment induding, without limitaion, aroient air, surfa:::ewater, ground
wcl.er, or laid, or otherwise relating to the ma,ufocture, processing, distribution, use, treatment, storcge,
di ~osal , tr~ort or haidl i ng of pol I utants, contani mnts, petroleum or petroleum products, chemi ca s or
industria, toxic or Hazadous Substa,cesor wastes.
''Environmenta Lict>ilities" means all liabilities (including anticipated complia,ce costs) in
connection with or relating to the business, assets, presently or previously owned, leasoo or opercl.ed
property, octivities (induding, without limitation, off-site di~osa) or operations of the Gua-a,tor or a,y
of its Subsi di a-ies which a-i se under Envi ronmenta L aNs or rel ate to Hazadous Substa,oes.
"Equity-Linked Sec:urities" means any securities of the Gua-a,tor or a,y of itsSubsidia-ieswhich
a-e convertible into, or excha,gerolefor, equity sa::urities of the Gua-a,tor or such Subsidia-y, induding
a,y securities issued by a,y of such Perrons which ae pledged to sa::ure a,y obligation of a,y holder to
purchase equity sa::uri ti es of the Guaa,tor or a,y of its Subsi di a-i es.
"ERISA" means the Employee Retirement Income Security Act of 1974, as anended, or a,y
successor statute.
" ERISA Group" means ea::11 of the Loa, Pa-ties a,d al members of a controlled group of
corporations and al trooes or businesses (wha:her or not incorporated) under common control which,
together with ea::11 of the Loa, Pa-ties, a-e treEted as a single employer under Section 414(b) or (c) of the
Interna Revenue Code.
" EU Bail-In Legislation Schedule" meEns the EU Bail-In Legislation Schedule published by the
Loa, Ma-ket Assxiation (or a,y successor Perron), as in effect from time to time.
"Euro-Doll a- Borrowing" means a Borrowing comprised of Euro-Dolla Loa,s.
" Euro-Dolla Lending Office'' means, as to each Lender, its office, branch or Affiliate located at
its oodress set forth in its Administraive Questionnaire (or identified in its Administrative Questionnaire
as its Euro-Dolla- Lending Office) or such other office, bra,ch or Affil iate of such Lender as it may
hereafter designate as its Euro-Doll a- Lending Office by notice to the Borrower a,d the Administrative

Agent.
" Euro-Doll a- Loa," means a Loan in respect of which interest is computed on the basis of the
Adjusted London lnterba,k Offa-ed Rate pursua,t to the applicable Notice of Borrowing or Notice of
Conversion/Continuation.
" Euro-Doi la- Reserve Percenta;ie" of a,y Lender for the Interest Period of a,y LIBOR Rate Loa,
meEns the reserve pa-centcge applicable to such Lender during such Interest Period (or if more tha, one
such pa-centcge sha I be S'.l applicable, the dai Iy ava-cge of such pa-centcges for those days in such Interest
Period during which a,y such pa-centcgeslial beS'.lapplicable) unda- regula:ionsissued from time to time
by the Boa-d of Governors of the Federa Reserve System (or a,y ruccessor) for da:a-mi ni ng the maxi mum
reserve requirement (induding, without limitation, a,y ema-gency, ruppla-nental or otha- ma-gina reserve
requirement) then applicable to such Lender with respect to lict>ilities or assets consisting of or induding
"Eurocurrency Liabilities" (as defined in Regulation D). The Adjusted London interbank Offered Rate
shal be adjusted automatica ly on and as of the effective date of a,y cha,ge in the Euro-Doll a- Reserve
Percentcge.
"Event of Default" has the meaning set forth in Section 7.01.
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Substances or wastes into the environment including, without limitation, ambient air, surface water, ground water, or land, or otherwise relating to the manufacture, processing, distribution, use, treatment, storage, disposal, transport or handling of pollutants, contaminants, petroleum or petroleum products, chemicals or industrial, toxic or Hazardous Substances or wastes. “Environmental Liabilities” means all liabilities (including anticipated compliance costs) in connection with or relating to the business, assets, presently or previously owned, leased or operated property, activities (including, without limitation, off-site disposal) or operations of the Guarantor or any of its Subsidiaries which arise under Environmental Laws or relate to Hazardous Substances. “Equity-Linked Securities” means any securities of the Guarantor or any of its Subsidiaries which are convertible into, or exchangeable for, equity securities of the Guarantor or such Subsidiary, including any securities issued by any of such Persons which are pledged to secure any obligation of any holder to purchase equity securities of the Guarantor or any of its Subsidiaries. “ERISA” means the Employee Retirement Income Security Act of 1974, as amended, or any successor statute. “ERISA Group” means each of the Loan Parties and all members of a controlled group of corporations and all trades or businesses (whether or not incorporated) under common control which, together with each of the Loan Parties, are treated as a single employer under Section 414(b) or (c) of the Internal Revenue Code. “EU Bail-In Legislation Schedule” means the EU Bail-In Legislation Schedule published by the Loan Market Association (or any successor Person), as in effect from time to time. “Euro-Dollar Borrowing” means a Borrowing comprised of Euro-Dollar Loans. “Euro-Dollar Lending Office” means, as to each Lender, its office, branch or Affiliate located at its address set forth in its Administrative
Questionnaire (or identified in its Administrative Questionnaire as its Euro-Dollar Lending Office) or such other office, branch or Affiliate of such Lender as it may hereafter designate as its Euro-Dollar Lending Office by notice to the Borrower and the Administrative Agent. “Euro-Dollar Loan” means a Loan in respect of which interest is computed on the basis of the Adjusted London Interbank Offered Rate pursuant to the applicable Notice of Borrowing or Notice of Conversion/Continuation. “Euro-Dollar Reserve Percentage” of any Lender for the Interest Period of any LIBOR Rate Loan means the reserve percentage applicable to such Lender during such Interest Period (or if more than one such percentage shall be so applicable, the daily average of such percentages for those days in such Interest Period during which any such percentage shall be so applicable) under regulations issued from time to time by the Board of Governors of the Federal Reserve System (or any successor) for determining the maximum reserve requirement (including, without limitation, any emergency, supplemental or other marginal reserve requirement) then applicable to such Lender with respect to liabilities or assets consisting of or including “Eurocurrency Liabilities” (as defined in Regulation D). The Adjusted London Interbank Offered Rate shall be adjusted automatically on and as of the effective date of any change in the Euro-Dollar Reserve Percentage. “Event of Default” has the meaning set forth in Section 7.01. 8

" FATCA" means Sections 1471 through 1474 of the Internal Revenue Code, as of the date of this
Agreement (or aiy anended or succesoor version Iha issubstaitively comparc:bleaid not maerially more
onerous to compIy wi th), a,y current or future regul ai ons or official i nterpretai ons thereof, aiy a_;ireements
entered into pursua,t to Sa::tion 1471(b)(1) of the lnterna Revenue Code aid a,y fis::a or regulaory
legislaUon, rules or practices a::lq:ited pursuait to a,y intergovernmental a_;ireement, treaty or convention
among Governmental Authorities aid i mpl ementi ng such Sa::ti ons of the Internal Revenue Code.
" Federal Funds Rate" means for a,y day the rate per a,num (rounded upward, if nEal5SarY, to the
nea"est 11100th of 1%) equal to the weighted avera_;ie of the rates on overnight Federal funds traisactions
with members of the Federal Reserve System, as publ ished by the Federal Reserve Baik of New York on
the Business Day next succeeding such day; provided, that (i) if such day is not a Business Day, the Federal
Funds Rate for such day shal I be such rate on such traisacti ons on the next prro:di ng Business Day as oo
publ ished on the next succeeding Business Day, aid (i i) if no such rate is oo publishoo on such next
succeeding Business Day, the Federal Funds Rate for such day shal l be the avera_;ie rate (roundoo upwad,
if necessary, tothenea"est 11100th of 1%) chaged by CIBC on such day on such traisactionsasdetermined
by theAdministraiveAgent; provided, further, that if aiy such raeshall be less thai zero, such rate shall
be deemed to be zero for the purposes of this Agreement.
" Federal Reserve Bank of New York's Website" means the website of the Federal Reserve Baik
of New York a http://www.newyorkfed.org, or a,y succesoor oource.
" Fund" means any Person (other than a natural Person) that is (or will be) engaged i n making,
purchasing, holding or otherwise investing in commercial loans, bonds aid simila extensions of crooit in
the ordinary course of its activities.
" GAAP' means United States generally accepted accounting principles applied on a consistent
basis.
" Governmental Authority" means any federal, state or local government, ruthority, a_;iency, central
baik, quasi-governmental authority, court or other body or entity, aid aiy arbitraor with ruthority to bind
a party a law.
" Group of Loans" means at any time a group of Loans consisting of (i) all Loans which are Base
Rate Loans a such time or (i i) all Loans which are Euro-Dol lar Loans of the sane Type having the sane
Interest Period at such time; providoo, that, if a Loan of aiy particular Lender is converted to or ma::le as a
Base Rate Loan pursuait to Sa::tions 2.15 or 2.18, such Loan shall beindudoo in the same Group or Groups
of Loans from ti me to ti me as it would have been in if it ha:! not been oo convertoo or ma::le.
" Guara,tee" of or by any Person means any obligation, contingent or otherwise, of such Person
guaa,teei ng or having the economic effect of guaranteeing any Debt of any other Person (the "primary
obligor") in any manner, whether directly or i ndirectly, and including any obligation of such Person, direct
or indi roct, (i) to purchase or pay (or a::lva,ce or supply funds for the purchase or payment of) such Debt or
to purchase (or to a::lvaice or supply funds for the purchase of) aiy security for payment of such Debt,
(i i) to purchase or Iease prq:>erty, securities or services for the purpose of assuring the owner of such Debt
of the payment of such Debt or (ii i) to mantain working ecpital, equity ecpital or a,y other finaicial
staernent condition or liquidity of the primary obligor ooastoenc:ble theprimary obliger to pay such Debt;
provided, however, tha the term Guaraitee shal l not indude endorsements for colloction or deposit in the
ordinary course of business.
" Guaraitor" has the meaning set forth in the introductory paragraph hereto.
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“FATCA” means Sections 1471 through 1474 of the Internal Revenue Code, as of the date of this Agreement (or any amended or successor version that is substantively comparable and not materially more onerous to comply with), any current or future regulations or official interpretations thereof, any agreements entered into pursuant to Section 1471(b)(1) of the Internal Revenue Code and any fiscal or regulatory legislation, rules or practices adopted pursuant to any intergovernmental agreement, treaty or convention among Governmental Authorities and implementing such Sections of the Internal Revenue Code. “Federal Funds Rate” means for any day the rate per annum (rounded upward, if necessary, to the nearest 1/100th of 1%) equal to the weighted average of the rates on overnight Federal funds transactions with members of the Federal Reserve System, as published by the Federal Reserve Bank of New York on the Business Day next succeeding such day; provided, that (i) if such day is not a Business Day, the Federal Funds Rate for such day shall be such rate on such transactions on the next preceding Business Day as so published on the next succeeding Business Day, and (ii) if no such rate is so published on such next succeeding Business Day, the Federal Funds Rate for such day shall be the average rate (rounded upward, if necessary, to the nearest 1/100th of 1%) charged by CIBC on such day on such transactions as determined by the Administrative Agent; provided, further, that if any such rate shall be less than zero, such rate shall be deemed to be zero for the purposes of this Agreement. “Federal Reserve Bank of New York’s Website” means the website of the Federal Reserve Bank of New York at http://www.newyorkfed.org, or any successor source. “Fund” means any Person (other than a natural Person) that is (or will be) engaged in making, purchasing, holding or otherwise investing in commercial loans, bonds and similar extensions of
credit in the ordinary course of its activities. “GAAP” means United States generally accepted accounting principles applied on a consistent basis. “Governmental Authority” means any federal, state or local government, authority, agency, central bank, quasi-governmental authority, court or other body or entity, and any arbitrator with authority to bind a party at law. “Group of Loans” means at any time a group of Loans consisting of (i) all Loans which are Base Rate Loans at such time or (ii) all Loans which are Euro-Dollar Loans of the same Type having the same Interest Period at such time; provided, that, if a Loan of any particular Lender is converted to or made as a Base Rate Loan pursuant to Sections 2.15 or 2.18, such Loan shall be included in the same Group or Groups of Loans from time to time as it would have been in if it had not been so converted or made. “Guarantee” of or by any Person means any obligation, contingent or otherwise, of such Person guaranteeing or having the economic effect of guaranteeing any Debt of any other Person (the “primary obligor”) in any manner, whether directly or indirectly, and including any obligation of such Person, direct or indirect, (i) to purchase or pay (or advance or supply funds for the purchase or payment of) such Debt or to purchase (or to advance or supply funds for the purchase of) any security for payment of such Debt, (ii) to purchase or lease property, securities or services for the purpose of assuring the owner of such Debt of the payment of such Debt or (iii) to maintain working capital, equity capital or any other financial statement condition or liquidity of the primary obligor so as to enable the primary obligor to pay such Debt; provided, however, that the term Guarantee shall not include endorsements for collection or deposit in the ordinary course of business. “Guarantor” has the meaning set forth in the introductory paragraph hereto. 9

" Guara,ty" means the guaranty of the Guarantor set forth in Article X .
" Haza-dous Substa,ces'' means any toxic, caustic or otherwise hazardous substance, including
petroleum, its derivatives, by-products cl1d other hydroca-bons, or a,y substa,ce having a,y oonstituent
elements displaying a,y of the foregoing charocteristics.
" Hybrid Sa::urities" means any trust preferred securities, or deferrable interest subordinated debt
with a maturity of a Ieast 20 yea-s i ssuoo by a,y of the Loa, Pa-ti es, or a,y business trusts, Ii mi too Ii abi Ii ty
compa,ies, limitoo partnerships(or similar entities) (i) al of theoommon equity, genera partner or similar
interests of which areownoo (either directly or indirectly through one or more Whol ly Ownoo Subsidiaries)
at a l times by theGuara,tor or a,y of its Subsidiaries, (ii) that have been formoo for the purpose of issuing
hybrid preferroo ~rities a,d (iii) substc11tia ly a l the assets of which consist of (A) subordinatoo debt of
the Guara,tor or a Subsidiary of the Guara,tor, as the case may be, a,d (8) payments made from time to
ti me on the subordi natoo debt.
" lndemnitee" has the meaning set forth in Section 9.03(b).
" Interest Period" means with respect to each Euro-Dollar Loa,, a period commencing on the date
of borrowing ~ocified in the applicable Notice of Borrowing or on the date specified in the applicable
Notice of Conversion/Continuaion a,d ending one, two, three or six months thereafter, as the Borrower
may elect in the applicable notice; providoo, tha:
(i)
a,y Interest Period which would otherwise end on a day which is not a Business
Day shat , subject to clause (i ii) below, be extended to the next succeeding Business Day unless
such Business Day falsin a,other caendar month, in which case such Interest Period sha t end on
the next pra::a:ling Business Day;
(ii)
a,y Interest Period which begins on the last Business Day of acaendar month (or
on a day for which there is no numeri ca Iy corresponding day in the ca endar month at the end of
such Interest Period) sha l, subject to clause (i ii) below, end on the last Business Day of a calendar
month; a,d
(i ii)

no Interest Period shal end after the Maturity Dae.

" Interest Rae Protection Agreements'' means any agreement providing for an interest rate swap,

cap or col Iar, or a,y other fi na,ci a ~reement desi gnoo to protect ~a nst fluctuations in interest rates.

" I nterna Revenue Code" means the Internal Revenue Code of 1986, as amended, or any successor
statute.
" Lenda-" means each bank or other lending institution listed in Appendix A as having a
Commitment, eoch El igible Assignee tha beoomes a Lender pursua,t to Section 9.06/c) cl1d their
respective successors.
" Lender Default" mea,s (i) the fa lure (which has not been curoo) of a,y Lender to (a) fund al or
a,y portion of its Loa,s within two Business Days of the date such Loans were required to be funded
hereunder unless such Lenda- notifies the Administraive Agent a,d the Borrower in writing that such
failure is the result of such Lender's determinaion that one or more oonditions pra::a:lent to funding (ea::h
of which oonditionspra::ooent, together with any applicable default, shat bespecificaly identifioo in such
writing) has not been satisfioo, or (b} pay to theAdministrativeAgent or a,y other Lender a,y other anount
required to be paid by it hereunder within two Business Days of thedaewhen due, or (ii) a Lender having
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“Guaranty” means the guaranty of the Guarantor set forth in Article X. “Hazardous Substances” means any toxic, caustic or otherwise hazardous substance, including petroleum, its derivatives, by-products and other hydrocarbons, or any substance having any constituent elements displaying any of the foregoing characteristics. “Hybrid Securities” means any trust preferred securities, or deferrable interest subordinated debt with a maturity of at least 20 years issued by any of the Loan Parties, or any business trusts, limited liability companies, limited partnerships (or similar entities) (i) all of the common equity, general partner or similar interests of which are owned (either directly or indirectly through one or more Wholly Owned Subsidiaries) at all times by the Guarantor or any of its Subsidiaries, (ii) that have been formed for the purpose of issuing hybrid preferred securities and (iii) substantially all the assets of which consist of (A) subordinated debt of the Guarantor or a Subsidiary of the Guarantor, as the case may be, and (B) payments made from time to time on the subordinated debt. “Indemnitee” has the meaning set forth in Section 9.03(b). “Interest Period” means with respect to each Euro-Dollar Loan, a period commencing on the date of borrowing specified in the applicable Notice of Borrowing or on the date specified in the applicable Notice of Conversion/Continuation and ending one, two, three or six months thereafter, as the Borrower may elect in the applicable notice; provided, that: (i) any Interest Period which would otherwise end on a day which is not a Business Day shall, subject to clause (iii) below, be extended to the next succeeding Business Day unless such Business Day falls in another calendar month, in which case such Interest Period shall end on the next preceding Business Day; (ii) any Interest Period which begins on the last Business Day of a calendar month (or on a day for which there is no numerically corresponding day in the
calendar month at the end of such Interest Period) shall, subject to clause (iii) below, end on the last Business Day of a calendar month; and (iii) no Interest Period shall end after the Maturity Date. “Interest Rate Protection Agreements” means any agreement providing for an interest rate swap, cap or collar, or any other financial agreement designed to protect against fluctuations in interest rates. “Internal Revenue Code” means the Internal Revenue Code of 1986, as amended, or any successor statute. “Lender” means each bank or other lending institution listed in Appendix A as having a Commitment, each Eligible Assignee that becomes a Lender pursuant to Section 9.06(c) and their respective successors. “Lender Default” means (i) the failure (which has not been cured) of any Lender to (a) fund all or any portion of its Loans within two Business Days of the date such Loans were required to be funded hereunder unless such Lender notifies the Administrative Agent and the Borrower in writing that such failure is the result of such Lender’s determination that one or more conditions precedent to funding (each of which conditions precedent, together with any applicable default, shall be specifically identified in such writing) has not been satisfied, or (b) pay to the Administrative Agent or any other Lender any other amount required to be paid by it hereunder within two Business Days of the date when due, or (ii) a Lender having 10

notifia:l the Borrower ald the Administrative Agent in writing that it does not intend to comply with its
funding obligations hereunder, or has mocte a public statement to that effe::t (unless such writing or public
statement relates to such Lender's obligation to fund a Loan hereunder and states that such position is based
on such Lender's determination that a condition preca:lent to funding (which condition preca:lent, together
with any applicci:)le defailt, shal be spocificaly identifia:l in such writing or public staement) cannot be
satisfia:l), or (iii) the fa lure, within three Business Days after written request by the Administrative Agent
or the Borrower, of a Lender to confirm in writing totheAdministrativeAgent and the Borrower that it will
comply with its prospe::tive funding obligations hereunder (provida:l that a Lender Defailt in effe::t
pursuant to this daise (iii) shal be cura:l upon ra::eipt of such written confirmation by the Administrative
Agent and the Borrower) or (iv) a Lender has, or hasadire::t or indire::t parent company tha has, (a) oo::ome
the subje::t of a proceeding under any Debtor Relief La,., or (b) hoc! appointa:l for it a ra::eiver, custodian,
conservator, trustee, octministrator, assignee for the benefit of cra:litors or similar Perron charga:l with
roorgani zati on or Ii qui dati on of its business or assets, ind udi ng the Fa:lera Deposit I nsurance Corporation
or any other state or fa:lera regulatory aithority acting in such a capacity, or (v) the Lender bEromes the
subje::t of a Bal-in Action: provida:l that a Lender Defailt shal not exist oolely by virtue of the ownership
or acquisition of any equity interest in that Lender or any dire::t or indire::t parent company theroof by a
Governmenta Authority oo long as such ownership interest does not result in or provide such Lender with
immunity from the j uri s:li cti on of courts within the Uni ta:l States or from the enforcement of judgments or
writs of atachment on its assets or permit such Lender (or such Governmenta Authority) to reje::t,
repudiate, disavow or disaffirm any contracts or agreementsmoctewith such Lender.
" Lien" means, with respect to any asset, any mortgage, lien, pla:lge, charge, se::urity inta-est or
encumbrance i ntenda:l to confa- or having the effe::t of confa-ri ng upon a cra:litor a preferenti a interest.
" Loan" means a Base Rate Loan or a Euro-Dollar Loan, and "Loans" means any combination of
the foregoing.
" Loan Documaits" means this Agreement and the Notes.
"London Business Day" means a day on which commercial banks are open for international
business (ind udi ng dealings in Dollar deposits) in London.
"Loan Parties" means the Borrowa- ald the Guarantor.
"London Interbank Offa-a:l Rae" or " LI BOR"

mea1s:

(i)
for any Euro-Dollar Loan for any lnta-est Period, the interest rate for deposits in Dollars
for a pa-i od of ti me comparcbl e to such I nta-est Period which appeers on Reuters Screen LI BOR01 (or any
applicci:)le successor page) at approximately 11 :00 A.M. (London time) two Business Days before the first
day of such Interest Period; provida:l, howe,,er, that if more than one such rate is spocifia:l on Reuters
Screen LIBOR01 (or any appliccblesuccessor page), theapplicci:)leraeshal be the arithmetic meen of al
such rates (rounda:l upwards, if necessary, to the nea-est 1/100 of 1%). If for a,y reason such rae is not
avalcble on Reuters Screen LIBOR01 (or any appliccble successor page), the tern1 "London Interbank
Offered Rate" means for any Interest Period, the arithmetic mean of the rate per annum at which deposits
in Dollars are offera:l by first dass banks in the London interbank market to the Administrative Agent at
approximately 11:00 A.M . (London time) two Business Days before the first day of such Interest Period in
an amount approximaely equa to the principa amount of the Euro-Dollar Loan of CIBC to which such
lnta-est Period is to apply and for a pa-iod of time comparcble to such Interest Period. To the extent that a
comparcble or successor rate is chosen by the Administrative Agent in conne::tion with any rate set forth
in this daise (i), such compara::>le or successor rate shal be applia:l in a manner consistait with market
practice.
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notified the Borrower and the Administrative Agent in writing that it does not intend to comply with its funding obligations hereunder, or has made a public statement to that effect (unless such writing or public statement relates to such Lender’s obligation to fund a Loan hereunder and states that such position is based on such Lender’s determination that a condition precedent to funding (which condition precedent, together with any applicable default, shall be specifically identified in such writing or public statement) cannot be satisfied), or (iii) the failure, within three Business Days after written request by the Administrative Agent or the Borrower, of a Lender to confirm in writing to the Administrative Agent and the Borrower that it will comply with its prospective funding obligations hereunder (provided that a Lender Default in effect pursuant to this clause (iii) shall be cured upon receipt of such written confirmation by the Administrative Agent and the Borrower) or (iv) a Lender has, or has a direct or indirect parent company that has, (a) become the subject of a proceeding under any Debtor Relief Law, or (b) had appointed for it a receiver, custodian, conservator, trustee, administrator, assignee for the benefit of creditors or similar Person charged with reorganization or liquidation of its business or assets, including the Federal Deposit Insurance Corporation or any other state or federal regulatory authority acting in such a capacity, or (v) the Lender becomes the subject of a Bail-in Action; provided that a Lender Default shall not exist solely by virtue of the ownership or acquisition of any equity interest in that Lender or any direct or indirect parent company thereof by a Governmental Authority so long as such ownership interest does not result in or provide such Lender with immunity from the jurisdiction of courts within the United States or from the enforcement of judgments or writs of attachment on its assets or permit such Lender (or such
Governmental Authority) to reject, repudiate, disavow or disaffirm any contracts or agreements made with such Lender. “Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security interest or encumbrance intended to confer or having the effect of conferring upon a creditor a preferential interest. “Loan” means a Base Rate Loan or a Euro-Dollar Loan, and “Loans” means any combination of the foregoing. “Loan Documents” means this Agreement and the Notes. “London Business Day” means a day on which commercial banks are open for international business (including dealings in Dollar deposits) in London. “Loan Parties” means the Borrower and the Guarantor. “London Interbank Offered Rate” or “LIBOR” means: (i) for any Euro-Dollar Loan for any Interest Period, the interest rate for deposits in Dollars for a period of time comparable to such Interest Period which appears on Reuters Screen LIBOR01 (or any applicable successor page) at approximately 11:00 A.M. (London time) two Business Days before the first day of such Interest Period; provided, however, that if more than one such rate is specified on Reuters Screen LIBOR01 (or any applicable successor page), the applicable rate shall be the arithmetic mean of all such rates (rounded upwards, if necessary, to the nearest 1/100 of 1%). If for any reason such rate is not available on Reuters Screen LIBOR01 (or any applicable successor page), the term “London Interbank Offered Rate” means for any Interest Period, the arithmetic mean of the rate per annum at which deposits in Dollars are offered by first class banks in the London interbank market to the Administrative Agent at approximately 11:00 A.M. (London time) two Business Days before the first day of such Interest Period in an amount approximately equal to the principal amount of the Euro-Dollar Loan of CIBC to which such Interest Period is to apply and for a period of time comparable to such Interest
Period. To the extent that a comparable or successor rate is chosen by the Administrative Agent in connection with any rate set forth in this clause (i), such comparable or successor rate shall be applied in a manner consistent with market practice. 11

(ii)
for eriy interest rate caculation with r ~ to a Base Rate Loa,, the interest rate for
d~osits in Dolla-s for a period a:iual to one month (commericing on the dcte of determinciion of such
interest rae) which cl)pea-s on Reuters Screen LIBOR01 (or eriy cpplica:>le succesror pcge) at
cl)proximatay 11 :00 A.M. (London time) on such date of determination (provided tha if such day is not a
Business Day for which a London lnterberik Offered Rate is quoted, the next preceding Business Day for
which a London lnterberik Offered Rate is quoted); provided, however, tha if more theri one such rae is
~ecified on Reuters Screen LIBOR01 (or a,y cl)plica:>lesuccesror pcge), thecl)pl ica:>lerateshall be the
a-ithmetic mea, of all such raes (rounded upwa-ds, if necessay, to the newest 1/100 of 1%). If for a,y
rearon such rate is not ava lcble on Reuters Screen LIBOR01 (or a,y cl)plica:>le succesror pcge), the term
" London Interbank Offered Rate" means for any applicable one-month interest period, thea-ithmetic mea,
of the rate per erinum a which d~osits in Dolla-s ere offered by first class beriks in the London interberik
ma-ket to the Administrciive Agent at cl)proximaay 11:00 A.M. (London time) on such dcie of
determination (provided tha if such day is not a Business Day for which a London lnterba,k Offered Rate
is quoted, the next preceding Business Day for which a London lnterba,k Offered Rate is quoted) in a,
anount cl)proximately a:iual to the principal a-nount of the Base Rae Loa, of Cl BC. To the exterit tha a
compa-cble or succesror rate is chosen by the Administrative Agent in connection with a,y rate set forth
in this da.ise (ii), such cornpa-cble or succesror rae shall be cl)plied in a meriner consisterit with ma-ket
pra::tice.
Notwithsteriding the fore;:ioing, if the London lnterberik Offered Rate determined in accorderice
with the fore;:ioing shall be less theri zero, such rae shall be deaned to be zero for the purposes of this
Agreement.
" Ma-gin Stock" means "margin stock" as such term is defined in Re;:iulaion U.
"Material Adverse Effect" means (i) eriy material a::lverseeffect upon the business, assets, fina,cial
condition or operations of the Gua-eritor or the Gua-eritor aid its SUbsidia-ies, ta<eri as a whole; (i i) a
maerial a::lverseeffect on thecbil ity of the Loa, Pa1iesta<eri as a whole to perform their obligations under
this Agreement, the Notes or the other Loa, Documents or (iii) a maerial a::lverse effect on the validity or
eriforcecbi Iity of this Agreenerit, the Notes or eriy of the other Loa, Documerits.
" Material Debt" means Debt (other than the Notes) of eriy Loan Pa1y in a principal or faceanount
excoo::ling $50,000,000.
" Material Pieri" means at any time a Plan or Plans having aggregate Unfunded Liabilities in excess
of $50,000,000. For the avoida,ce of doubt, where a,y two or more Pl eris, which individually do not have
Unfunded Licbilities in exces.s of $50,000,000, but collectively have cggre;:iate Unfunded Licbilities in
excess of $50,000,000, all refererices to Material Pieri shall be deaned to cl)ply to such Pl eris asa group.
" Material SUbsidiay" means each Subsidiary of the Guarantor Listed on Schedule 5.14 a,d each
other SUbsidiary of the Gua-a,tor designated by the Guarantor as a " Material Subsidiary" in writing to the
Administraive Agent, in either case, for so long as such Mcierial SUbsidiary shal l be a Wholly Owned
SUbsidiary of the Gua-a,tor.
" Maturity Date" means Ma-ch 31, 2022, or, if such dcie is not a Business Day, the next preceding
Business Day.
"Moody's" means Moody's Investors Service, Inc., a Delaware corporation, and its successors or,
cbsent a,y such succesror, such naionally recognized staistica raing orgeriization as the Borrower aid
theAdministraiveAgerit may select.
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(ii) for any interest rate calculation with respect to a Base Rate Loan, the interest rate for deposits in Dollars for a period equal to one month (commencing on the date of determination of such interest rate) which appears on Reuters Screen LIBOR01 (or any applicable successor page) at approximately 11:00 A.M. (London time) on such date of determination (provided that if such day is not a Business Day for which a London Interbank Offered Rate is quoted, the next preceding Business Day for which a London Interbank Offered Rate is quoted); provided, however, that if more than one such rate is specified on Reuters Screen LIBOR01 (or any applicable successor page), the applicable rate shall be the arithmetic mean of all such rates (rounded upwards, if necessary, to the nearest 1/100 of 1%). If for any reason such rate is not available on Reuters Screen LIBOR01 (or any applicable successor page), the term “London Interbank Offered Rate” means for any applicable one-month interest period, the arithmetic mean of the rate per annum at which deposits in Dollars are offered by first class banks in the London interbank market to the Administrative Agent at approximately 11:00 A.M. (London time) on such date of determination (provided that if such day is not a Business Day for which a London Interbank Offered Rate is quoted, the next preceding Business Day for which a London Interbank Offered Rate is quoted) in an amount approximately equal to the principal amount of the Base Rate Loan of CIBC. To the extent that a comparable or successor rate is chosen by the Administrative Agent in connection with any rate set forth in this clause (ii), such comparable or successor rate shall be applied in a manner consistent with market practice. Notwithstanding the foregoing, if the London Interbank Offered Rate determined in accordance with the foregoing shall be less than zero, such rate shall be deemed to be zero for the purposes of this Agreement.
“Margin Stock” means “margin stock” as such term is defined in Regulation U. “Material Adverse Effect” means (i) any material adverse effect upon the business, assets, financial condition or operations of the Guarantor or the Guarantor and its Subsidiaries, taken as a whole; (ii) a material adverse effect on the ability of the Loan Parties taken as a whole to perform their obligations under this Agreement, the Notes or the other Loan Documents or (iii) a material adverse effect on the validity or enforceability of this Agreement, the Notes or any of the other Loan Documents. “Material Debt” means Debt (other than the Notes) of any Loan Party in a principal or face amount exceeding $50,000,000. “Material Plan” means at any time a Plan or Plans having aggregate Unfunded Liabilities in excess of $50,000,000. For the avoidance of doubt, where any two or more Plans, which individually do not have Unfunded Liabilities in excess of $50,000,000, but collectively have aggregate Unfunded Liabilities in excess of $50,000,000, all references to Material Plan shall be deemed to apply to such Plans as a group. “Material Subsidiary” means each Subsidiary of the Guarantor listed on Schedule 5.14 and each other Subsidiary of the Guarantor designated by the Guarantor as a “Material Subsidiary” in writing to the Administrative Agent, in either case, for so long as such Material Subsidiary shall be a Wholly Owned Subsidiary of the Guarantor. “Maturity Date” means March 31, 2022, or, if such date is not a Business Day, the next preceding Business Day. “Moody’s” means Moody’s Investors Service, Inc., a Delaware corporation, and its successors or, absent any such successor, such nationally recognized statistical rating organization as the Borrower and the Administrative Agent may select. 12

"Multiemploya- Pla1" means at any time an employee pension benefit plan witl1in the meaning of
Sa::tion 4001(a)(3) of ERi&\ to which a1y memba- of the ERi&\ Group is then ma<ing or a::cruing a1
obi i gati on to ma<e contributions or has within the preceding five pl a1 ye.rs ma::le contributions.
" New Lenda-" means with respect to any event described in Sa::tion 2.08, a1 El igible Assignee
which becomes a Lender hereunder as a result of such event, and «New Lenders" means any two or more
of such New Lenda-s.
" Non-Defail ting Lenda-" means each Lender other than a Defaulting Lender, and "Non-Defail ting
Lenders" means any two or more of such Lenders.
" Non-Ra::ourse Debt" means Debt that is nonrecourse to a1y Loa1 Pa1y or a1y asset of a1y L0a1

Pa1y.
"Non-U.S. Lenda-" has the meaning set forth in Sa::tion 2.17/e).
" Note" means a promissory note, substantially in the form of Exhibit B ha-eto, issued at the re;iuest
of a L enda- evidencing the obi i gai on of the Borrowa- to repay outstanding L 0a1s.
" Notice of Borrowing" has the meaning set forth in Sa::tion 2.03.
"Notice of Conva-sion/Continuaion" has the meaning set forth in Sa::tion 2.06/d)(ii).
" Obl igaions" means:
(i)
a l principa of and inta-est (including, without l imitation, a1y inta-est which
a::crues afta- the commencement of a1y case, proceeding or otha- action relating to the ba1kruptcy,
inrolvency or roorga1ization of the Borrowa-, whetha- or not alowed or alowa::ile as a claim in
a1y such proceeding) on a1y L0a1, fees paya::ile unda-, or a1y Note issued pursua1t to, this
Agreement or a1y otha- L0a1 Document;
(ii)
a l otha- amounts now or ha-eata- paya::ile by the Borrowa- a1d al othaobligationsor lia::iilities now existing or hereafter arising or incurred (including, without limitaion,
a1y amounts which a::crue after the commencement of a1y case, proceeding or other action rel ai ng
to the ba1kruptcy, inrolvency or roorganizaion of the Borrowa-, whether or not alow€d or
alowa::ileasadaim in a1y such proceeding) on the part of the Borrower pursua1t tothisAgreement
or a1y other L0a1 Document;
(iii)
a l expenses of theAdministrativeAgent as to which theAdministrativeAgent has
a right to reimbursement under Sa::tion 9.03/a) ha-oof or under a1y other similar provision of a1y
otha- L0a1 Document;
(iv)
a l amounts paid by a1y lndemnitee as to which such lndemnitee has the right to
reirroursement unda- Sa::tion 9.03 ha-oof or under a1y otha- similar provision of a1y otha- L0a1
Document; a1d
(v)
in the case of ea::h of daises (i) through (iv) a::iove, together with al renewas,
modi fi cai ons, conrol i dati ons or extensions theroof.
''OFAC" means the U.S. Department of the Treasury's Office of Foreign Assets Control.
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“Multiemployer Plan” means at any time an employee pension benefit plan within the meaning of Section 4001(a)(3) of ERISA to which any member of the ERISA Group is then making or accruing an obligation to make contributions or has within the preceding five plan years made contributions. “New Lender” means with respect to any event described in Section 2.08, an Eligible Assignee which becomes a Lender hereunder as a result of such event, and “New Lenders” means any two or more of such New Lenders. “Non-Defaulting Lender” means each Lender other than a Defaulting Lender, and “Non-Defaulting Lenders” means any two or more of such Lenders. “Non-Recourse Debt” means Debt that is nonrecourse to any Loan Party or any asset of any Loan Party. “Non-U.S. Lender” has the meaning set forth in Section 2.17(e). “Note” means a promissory note, substantially in the form of Exhibit B hereto, issued at the request of a Lender evidencing the obligation of the Borrower to repay outstanding Loans. “Notice of Borrowing” has the meaning set forth in Section 2.03. “Notice of Conversion/Continuation” has the meaning set forth in Section 2.06(d)(ii). “Obligations” means: (i) all principal of and interest (including, without limitation, any interest which accrues after the commencement of any case, proceeding or other action relating to the bankruptcy, insolvency or reorganization of the Borrower, whether or not allowed or allowable as a claim in any such proceeding) on any Loan, fees payable under, or any Note issued pursuant to, this Agreement or any other Loan Document; (ii) all other amounts now or hereafter payable by the Borrower and all other obligations or liabilities now existing or hereafter arising or incurred (including, without limitation, any amounts which accrue after the commencement of any case, proceeding or other action relating to the bankruptcy, insolvency or reorganization of the Borrower, whether or not allowed or
allowable as a claim in any such proceeding) on the part of the Borrower pursuant to this Agreement or any other Loan Document; (iii) all expenses of the Administrative Agent as to which the Administrative Agent has a right to reimbursement under Section 9.03(a) hereof or under any other similar provision of any other Loan Document; (iv) all amounts paid by any Indemnitee as to which such Indemnitee has the right to reimbursement under Section 9.03 hereof or under any other similar provision of any other Loan Document; and (v) in the case of each of clauses (i) through (iv) above, together with all renewals, modifications, consolidations or extensions thereof. “OFAC” means the U.S. Department of the Treasury’s Office of Foreign Assets Control. 13

"Other Connection Taxes" means, with respect to theAdministraiveAgent or a1y Lender, taxes,
duties, levies, impost, deductions, cha-ges, a1d withholdingsa1d al liroilitieswith re;pect thereto imposoo
as a result of a present or former connection between such Perron a1d the j uri &Ji cti on imposing such tax
(other tha1 connectionsa-ising from such Perron having exocuted, delivered, become a party to, performed
its obligations under, received payments under, received or perfected a security interest under, engcged in
a1y other tra1saction pursua1t to or enforced a1y L0a1 Document, or rold or assigned a1 interest in a1y
L0a1 or Loa1 Document).
" Other Taxes" has the meaning set forth in Section 2.17(b).
"Outsta1dings'' means at any time, with respect to any Lender, the sum of theaggregaeprincipa
amount of such Lender's outstanding Loans.
" Participa1t" has the meaning set forth in Section 9.06(b).
" Participa1t Register" has the meaning set forth in Section 9.06(b).
" Pctriot Act" has the mea,ing set forth in Section 9.13.
" PBGC" means the Pension Benefit Guaranty Corporation or any entity succeeding to any or all of
its functions under ERi SA.
" Permitted Business'' with respect to any Person means a business that is the same or similar to the
business of the Gua-a1tor or a1y Subsidiary of the Gua-a1tor as of the Effective Date, or a1y business
rearonroly relaed thereto.
"Perron" means an individual, a corporation, a partnership, an association, a limited liability
compa1y, a trust or a1 unincorporaed asoociation or a1y other entity or organization, induding a
government or politica subdivision or a1 cgency or instrumentaity thereof.
" Pla1" means at any time an employee pension benefit plan (including a Multiemployer Plan)
which is covered by Ti tie IV of ERi SA or subject to the mini mum funding sta1da-ds under Section 412 of
the lnterna Revenue Code and either (i) is mantaned, or contributed to, by any member of the ERISA
Group for employees of any member of the ERISA Group or (ii) has a any time within thepre::eding five
years been mantaned, or contributed to, by any Perron which was a such time a member of the ERISA
Group for employees of a1y Perron which was a such time a member of the ERISA Group.
" Prime Rate'' means the rate of interest publidy announced by Cl BC from timetotimeasitsPrime
Rae.
" Public Reporting Company" means a company subject to the periodic reporting requirements of
the&curitiesa1d Exchange Act of 1934, as amended.
" Quarter! y Date" means the last Business Day of each of Ma-ch, J.me, S€ptember and December.
" Rating Agency" means S&P or Moody's, and "Rating Agencies" means both of them.
"Register" bas the meaning set forth in Section 9.06(e).
" Regulaion U" means Regulation U of the Board of Governors of the Federal Reserve System, as
ana,ded, or any successor regulaion.
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“Other Connection Taxes” means, with respect to the Administrative Agent or any Lender, taxes, duties, levies, impost, deductions, charges, and withholdings and all liabilities with respect thereto imposed as a result of a present or former connection between such Person and the jurisdiction imposing such tax (other than connections arising from such Person having executed, delivered, become a party to, performed its obligations under, received payments under, received or perfected a security interest under, engaged in any other transaction pursuant to or enforced any Loan Document, or sold or assigned an interest in any Loan or Loan Document). “Other Taxes” has the meaning set forth in Section 2.17(b). “Outstandings” means at any time, with respect to any Lender, the sum of the aggregate principal amount of such Lender’s outstanding Loans. “Participant” has the meaning set forth in Section 9.06(b). “Participant Register” has the meaning set forth in Section 9.06(b). “Patriot Act” has the meaning set forth in Section 9.13. “PBGC” means the Pension Benefit Guaranty Corporation or any entity succeeding to any or all of its functions under ERISA. “Permitted Business” with respect to any Person means a business that is the same or similar to the business of the Guarantor or any Subsidiary of the Guarantor as of the Effective Date, or any business reasonably related thereto. “Person” means an individual, a corporation, a partnership, an association, a limited liability company, a trust or an unincorporated association or any other entity or organization, including a government or political subdivision or an agency or instrumentality thereof. “Plan” means at any time an employee pension benefit plan (including a Multiemployer Plan) which is covered by Title IV of ERISA or subject to the minimum funding standards under Section 412 of the Internal Revenue Code and either (i) is maintained, or contributed to, by any member of the ERISA Group for
employees of any member of the ERISA Group or (ii) has at any time within the preceding five years been maintained, or contributed to, by any Person which was at such time a member of the ERISA Group for employees of any Person which was at such time a member of the ERISA Group. “Prime Rate” means the rate of interest publicly announced by CIBC from time to time as its Prime Rate. “Public Reporting Company” means a company subject to the periodic reporting requirements of the Securities and Exchange Act of 1934, as amended. “Quarterly Date” means the last Business Day of each of March, June, September and December. “Rating Agency” means S&P or Moody’s, and “Rating Agencies” means both of them. “Register” has the meaning set forth in Section 9.06(e). “Regulation U” means Regulation U of the Board of Governors of the Federal Reserve System, as amended, or any successor regulation. 14

"Ra;iulaion X" means Regulation X of the Board of Governors of the Federal Reserve System, as
anended, or aiy succesoor regulaion.
" RelENait Governma,tal Body" means the Federal Reserve Board and/or the Federal ResaveBaik
of New York, or a committee officially aidorsoo or conva,ed by the Federal Resave Boa-d aid/or the
Federal Reserve Baik of New York or aiy succesoor thereto.
" Replocanent Dae'' has the meaning set forth in Section 2.08.
"Replocanent La,der" has the meaning set forth in Section 2.08.
"Re::iuired Laiders'' means at any time Non-Defailting Laiders having at least 51% of the
a.;igregate amount of the Outstaidings of the Non-Defailting Laiders at such time.
" Resolution Authority" means an EEA Resolution Authority or, with re'l)e:t to aiy UK Financial
Institution, a UK Resolution Authority.
" Retiring Lender" means a Lender that ceases to be a Lender hereunder pursuant to the operation
of Section 2.08.
"S&P' means Standard & Poor's, a division of S&PGlobal Inc., aid itssuccesoorsor, cbsa,t aiy
such succes&>r, such national ly recognized statistical rating orgaiizaion as the Borrower aid the
AdministraiveAgait may sele:t.
"sanctioned Country" means a count1y, region or territory that is, or whose governma,t is, the
subje:;t of compreha,sive territorial sanctions (curraitly, Crimea, Cuba, lrai, North Korea, Sudai, aid
Syria).
"sanctioned Perron" mea,s a Perron thci is, or is owned or controlled by Perrons tha a-e, (i) the
subje:;t of aiy sanctions, or (ii) locaed, orgaiized or residait in a sanctioned Country.
"sanctions'' means sanctions administered or enforced by OFAC, the U.S. State Department, the
European Union, any European Union member state, Her Majesty's Treasury of the United Kingdom or
aiy other cppliccblesa1ctionsaithority.
"Scheduled Unavai lcbility Dae'' shall have the meaning specified in Section 2.14(b).
"SEC" means the Securities and Exchange Commission.
"SOFR" with respect to any day means the secured overnight financing raepublished for such day
by the Federal Resave Baik of New York, as the a:lministrator of the benchma-k, (or a succesoor
administrator) on the Federal Reserve Bank of New York's Website.
"Subsidia::y" of a Perron mea,s aiy Corporation, a mc!ority of the outstaiding Voting Stock of
which is owned, dire:tly or indirectly, by ruch Perron or one or more Subsidia"iesof such Perron. Unless
otherwise specified, all references herein to a "Subsidiary" or to "Subsidiaries" shall refer to a Subsidiary
or Subsidia-ies of the Borrower.
"Synthetic Lease" means any synthetic lease, tax retention operating lease, off-balanoo sheet loai
or simila- off-balanoo sheet financing product where ruch traiScCtion is considered borrowed money
indebtedness for tax purposes but is classified as cn operating Ieare in a::cordaice with GAA P.
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“Regulation X” means Regulation X of the Board of Governors of the Federal Reserve System, as amended, or any successor regulation. “Relevant Governmental Body” means the Federal Reserve Board and/or the Federal Reserve Bank of New York, or a committee officially endorsed or convened by the Federal Reserve Board and/or the Federal Reserve Bank of New York or any successor thereto. “Replacement Date” has the meaning set forth in Section 2.08. “Replacement Lender” has the meaning set forth in Section 2.08. “Required Lenders” means at any time Non-Defaulting Lenders having at least 51% of the aggregate amount of the Outstandings of the Non-Defaulting Lenders at such time. “Resolution Authority” means an EEA Resolution Authority or, with respect to any UK Financial Institution, a UK Resolution Authority. “Retiring Lender” means a Lender that ceases to be a Lender hereunder pursuant to the operation of Section 2.08. “S&P” means Standard & Poor’s, a division of S&P Global Inc., and its successors or, absent any such successor, such nationally recognized statistical rating organization as the Borrower and the Administrative Agent may select. “Sanctioned Country” means a country, region or territory that is, or whose government is, the subject of comprehensive territorial Sanctions (currently, Crimea, Cuba, Iran, North Korea, Sudan, and Syria). “Sanctioned Person” means a Person that is, or is owned or controlled by Persons that are, (i) the subject of any Sanctions, or (ii) located, organized or resident in a Sanctioned Country. “Sanctions” means sanctions administered or enforced by OFAC, the U.S. State Department, the European Union, any European Union member state, Her Majesty’s Treasury of the United Kingdom or any other applicable sanctions authority. “Scheduled Unavailability Date” shall have the meaning specified in Section 2.14(b). “SEC” means the Securities and Exchange Commission. “SOFR” with
respect to any day means the secured overnight financing rate published for such day by the Federal Reserve Bank of New York, as the administrator of the benchmark, (or a successor administrator) on the Federal Reserve Bank of New York’s Website. “Subsidiary” of a Person means any Corporation, a majority of the outstanding Voting Stock of which is owned, directly or indirectly, by such Person or one or more Subsidiaries of such Person. Unless otherwise specified, all references herein to a “Subsidiary” or to “Subsidiaries” shall refer to a Subsidiary or Subsidiaries of the Borrower. “Synthetic Lease” means any synthetic lease, tax retention operating lease, off-balance sheet loan or similar off-balance sheet financing product where such transaction is considered borrowed money indebtedness for tax purposes but is classified as an operating lease in accordance with GAAP. 15

" Taxes" bas the meaning set forth in Section 2.17(a).
" Term SOFR" means the forward-looking term rae ba:a::I on SOFR tha has been selected or
rerommerided by the Relevant Governmerital Body.
"~
', when used in respect of any Loan or Borrowing, shall refer to the rate by reference to
which interest on such Loan or on the Loans CCltll)rising such Borrowing is determined.
" UK Financial Institution" means any BRRD Undertaking (as such tem1 is defined under the PRA
Rulebook (as anended form time to time) promulgated by the United Kingdom Pruderitia Regulaion
Authority) or any peroon subject to IFPRU 11.6 of the FCA Handbook (as anerided from time to time)
promulgated by the United Kingdom Finanda Conduct Authority, which includescertain credit institutions
and investmerit firms, and certain cifi liatesof such credit institutions or investmerit fi rms.
" UK Reoolution Authority" means the Bank of England or any other public administrative authority
having responsibility for the resolution of any UK Financia Institution.
" Una::lj usted Berichmark Repla:::emerit" means the Benchmark Replacement excluding the
Berichmark REpl a:::emerit Adj ustmerit.
" Unfunded Liabilities'' means, with respect to any Plan at any time, the anount (if any) by which
(i) the vaue of all beriefit liabilities under such Plan, determined on a plan termination basis using the
assumptions preocribed by the PBGC for purposes of Section 4044 of ERi&\, exceeds (ii) the fair market
vaue of a l Plan a;sets a locable to such liabi lities under Title IV of ERi&\ (excluding any cecrued but
unpaid contributions), al determined asof thetheri most ra::ent vauaion date for such Plan, but only to the
exterit tha such excess rEpresents a poteritial l iability of a member of the ERi&\ Group to the PBGC or
any other Perron under Title IV of ERi&\.
" United Staes'' means the United States of America, including the States and the District of
Columbia, but excluding its territories and possessions.
" Voting Stock" means stock (or other interests) of a Corporation having ordinary voting power for
the election of directors, managersoc trustees thereof, whether at a l timesoc only oo long as no senior class
of stock has such voting power by reason of any conti ngericy.
" Wholly ONned Subsidia:y" means, with respect to any Person at any date, any Subsidiary of such
Person all of the Voting Stock of which (except directors' qualifying shares) is at the time directly or
indirectly owned by such Pa-oon.
" Writ&Down and Conversion Powers'' means, (a) with respect to any EEA Reso.lution Authori ty,
the wri t&down and conversion powers of such EEA Reool uti on Authority from ti me to ti me under the Bai 11n Legislaion for the applicable EEA Member Country, which writ& down and conversion powers are
deocribed in the EU Bail-In Legislaion Schedule, and (b) with respect to the United Kingdom, any powers
of the applicable Reoolution Authority under the Bai l-In Legislation to cancel, reduce, modify oc change
the form of a liabil ity of any UK Financia Institution oc any contract or instrumerit under which that liability
arises, to convert all or part of that liability into shares, securities or obligaions of that peroon or any other
peroon, to provide tha any such contract or instrumerit is to have effect as if a right ha:! been exercise::l
under it or to su~erid any obl igation in respect of that liability or any of the powers under that Bail-In
Legislation tha are relcied to or anci llary to any of those powers.
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“Taxes” has the meaning set forth in Section 2.17(a). “Term SOFR” means the forward-looking term rate based on SOFR that has been selected or recommended by the Relevant Governmental Body. “Type”, when used in respect of any Loan or Borrowing, shall refer to the rate by reference to which interest on such Loan or on the Loans comprising such Borrowing is determined. “UK Financial Institution” means any BRRD Undertaking (as such term is defined under the PRA Rulebook (as amended form time to time) promulgated by the United Kingdom Prudential Regulation Authority) or any person subject to IFPRU 11.6 of the FCA Handbook (as amended from time to time) promulgated by the United Kingdom Financial Conduct Authority, which includes certain credit institutions and investment firms, and certain affiliates of such credit institutions or investment firms. “UK Resolution Authority” means the Bank of England or any other public administrative authority having responsibility for the resolution of any UK Financial Institution. “Unadjusted Benchmark Replacement” means the Benchmark Replacement excluding the Benchmark Replacement Adjustment. “Unfunded Liabilities” means, with respect to any Plan at any time, the amount (if any) by which (i) the value of all benefit liabilities under such Plan, determined on a plan termination basis using the assumptions prescribed by the PBGC for purposes of Section 4044 of ERISA, exceeds (ii) the fair market value of all Plan assets allocable to such liabilities under Title IV of ERISA (excluding any accrued but unpaid contributions), all determined as of the then most recent valuation date for such Plan, but only to the extent that such excess represents a potential liability of a member of the ERISA Group to the PBGC or any other Person under Title IV of ERISA. “United States” means the United States of America, including the States and the District of Columbia, but excluding its territorie
and possessions. “Voting Stock” means stock (or other interests) of a Corporation having ordinary voting power for the election of directors, managers or trustees thereof, whether at all times or only so long as no senior class of stock has such voting power by reason of any contingency. “Wholly Owned Subsidiary” means, with respect to any Person at any date, any Subsidiary of such Person all of the Voting Stock of which (except directors’ qualifying shares) is at the time directly or indirectly owned by such Person. “Write-Down and Conversion Powers” means, (a) with respect to any EEA Resolution Authority, the write-down and conversion powers of such EEA Resolution Authority from time to time under the Bail- In Legislation for the applicable EEA Member Country, which write- down and conversion powers are described in the EU Bail-In Legislation Schedule, and (b) with respect to the United Kingdom, any powers of the applicable Resolution Authority under the Bail-In Legislation to cancel, reduce, modify or change the form of a liability of any UK Financial Institution or any contract or instrument under which that liability arises, to convert all or part of that liability into shares, securities or obligations of that person or any other person, to provide that any such contract or instrument is to have effect as if a right had been exercised under it or to suspend any obligation in respect of that liability or any of the powers under that Bail-In Legislation that are related to or ancillary to any of those powers. 16

Socti on 1.02
Divisions. For al I purposes under the Loa, Documents, pursua-it to a-iy statutory
division or pla-i of division under Delawere lw, induding a statutory division pursua-it to Soction 18-217
of the Delwere Limita::l Lial::>ility Compa-iy Act (or a-iy comperal::>le event under a different state's laws):
(a) if a-iy asset, right, obligation or lial::>ility of a-iy Person berornes the asset, right, obligation or lial::>ility of
one or more different Persons, then such asset, right, obligaion or lial::>ility shall be deemed to have been
tra-isferra::l from the original Perron to the subsequent Perron(s) on the date such division becomes
e'foctive, and (b) if a,y ne.v Person comes into existence, such ne.v Perron s,al l be deema::l to have been
orga,iza::l on the first date of its existence by the holders of its e::iuity interests on the date such division
becomes e'foctive.
ARTICLE II
THE CREDITS
Soction 2.01
The Loa-is. Each Lender severally cgrees, on the terms a-id conditions set forth in
this Agreement, to mal<e Loa,s denominata::l in Dollers to the Borrower pursua-it to this Soction 2.01 on
the Effoctive Date in a, aggregae anount not to exceed such Lender's Commitment. Each Borrowing
&1all be in a, cggregate principal anount of $10,000,000 or a,y lerger integral multiple of $1,000,000 and
&1all be made from the several Lenders ratal::>ly in proportion to their re:pective Commitments. Each
Lender's Commitment s,al I expire upon the mal<i ng of the L oa,s on the Effocti ve Date. Amounts borrowa::l
under this Soction 2.01 a-id repaid or prepaid may not be reborrowa::l.
Soction 2.02

[Reserva::l].

Socti on 2. 03
Notice of Borrowings. The Borrower shal I give the Admi ni strati ve Agent notice
(substa-itially in the form of Exhibit A-l hereto (a " Notice of Borrowing")) not later tha1 (a) 11 :30 A.M.
(Ne.v York City time) on thedaeof each Base Rae Borrowing and (b) 12:00 Noon (Nw York City time)
on the third Business Day before each Euro-Doi Ier Borrowing, spa::i fyi ng:
(i)

the date of such Borrowing, which &1all be a Business Day;

(ii)

theaggregaeanount of such Borrowing;

(iii)

the initial Type of the Loans comprising such Borrowing;

(iv)
in the case of a Euro-Doller Borrowing, the duraion of the initial Interest Period
applical::>lethereto, subjoct to the provisions of thede'inition of Interest Period; and
(v)

the account or accounts into which the procee:ls of the Borrowing shal I be cra::li ta::l.

Notwithsta-iding the foregoing, no more than six (6) Groups of Euro-Doller Loa,s s,all be outstanding a
a,y one ti me, and any L oa,s which would excea::l such Ii mi tai on shal I be made as Base Rae L oa1s.
Soction 2.04

Notice to Lenders: Funding of Loa-is.

(a)
Notice to Lenders. Upon ra::eipt of a Notice of Borrowing, theAdministraiveAgent s,all
promptly notify each Lender of such Lender's ratable share (if any) of the Borrowing re'erra::l to in the
Notice of Borrowing, and such Notice of Borrowing shall not thereater be revocal::>le by the Borrower.
(b)
Funding of Loa1s. Not later than (a) 1:00 P.M. (Ne.v York City time) on the date of eoch
Base Rate Borrowing a,d (b) 12:00 Noon (Ne.v York City time) on thedaeof each Euro-Doller Borrowing,
each Lender shall mal<eavailal::>leitsratal::>leshereof such Borrowing, in Fa::leral or other funds imma::liately

17

Section 1.02 Divisions. For all purposes under the Loan Documents, pursuant to any statutory division or plan of division under Delaware law, including a statutory division pursuant to Section 18-217 of the Delaware Limited Liability Company Act (or any comparable event under a different state’s laws): (a) if any asset, right, obligation or liability of any Person becomes the asset, right, obligation or liability of one or more different Persons, then such asset, right, obligation or liability shall be deemed to have been transferred from the original Person to the subsequent Person(s) on the date such division becomes effective, and (b) if any new Person comes into existence, such new Person shall be deemed to have been organized on the first date of its existence by the holders of its equity interests on the date such division becomes effective. ARTICLE II THE CREDITS Section 2.01 The Loans. Each Lender severally agrees, on the terms and conditions set forth in this Agreement, to make Loans denominated in Dollars to the Borrower pursuant to this Section 2.01 on the Effective Date in an aggregate amount not to exceed such Lender’s Commitment. Each Borrowing shall be in an aggregate principal amount of $10,000,000 or any larger integral multiple of $1,000,000 and shall be made from the several Lenders ratably in proportion to their respective Commitments. Each Lender’s Commitment shall expire upon the making of the Loans on the Effective Date. Amounts borrowed under this Section 2.01 and repaid or prepaid may not be reborrowed. Section 2.02 [Reserved]. Section 2.03 Notice of Borrowings. The Borrower shall give the Administrative Agent notice (substantially in the form of Exhibit A-1 hereto (a “Notice of Borrowing”)) not later than (a) 11:30 A.M. (New York City time) on the date of each Base Rate Borrowing and (b) 12:00 Noon (New York City time) on the third Business Day before each Euro-Dollar Borrowing, specifying: (i) the date
of such Borrowing, which shall be a Business Day; (ii) the aggregate amount of such Borrowing; (iii) the initial Type of the Loans comprising such Borrowing; (iv) in the case of a Euro-Dollar Borrowing, the duration of the initial Interest Period applicable thereto, subject to the provisions of the definition of Interest Period; and (v) the account or accounts into which the proceeds of the Borrowing shall be credited. Notwithstanding the foregoing, no more than six (6) Groups of Euro-Dollar Loans shall be outstanding at any one time, and any Loans which would exceed such limitation shall be made as Base Rate Loans. Section 2.04 Notice to Lenders; Funding of Loans. (a) Notice to Lenders. Upon receipt of a Notice of Borrowing, the Administrative Agent shall promptly notify each Lender of such Lender’s ratable share (if any) of the Borrowing referred to in the Notice of Borrowing, and such Notice of Borrowing shall not thereafter be revocable by the Borrower. (b) Funding of Loans. Not later than (a) 1:00 P.M. (New York City time) on the date of each Base Rate Borrowing and (b) 12:00 Noon (New York City time) on the date of each Euro-Dollar Borrowing, each Lender shall make available its ratable share of such Borrowing, in Federal or other funds immediately 17

avalrole in New York City, to theAdministrativeAgent a its oodress referred to in SE:rtion 9.01. Unless
the Administrative Agent determines tha a,y ~licrole condition l:l)ecified in Artide IV has not been
satisfied, the Administrative Agent shal cl)ply aiy funds so received in respect of a Borrowing avalrole
to the Borrower a the Administrative Agent's address not later than (a) 3:00 P.M. (New York City time)
on thedaeof eoch Base Rate Borrowing aid (b) 2:00 P.M. (New York City time) on the date of eoch EuroDollar Borrowing.
(c)
Funding By theAdministraiveAgent in Anticipation of Amounts Due from the Lenders.
Unless the Administrative Agent shall have received notice from a Lender prior to the date of a,y
Borrowing (exCEpt in the case of a Base Rate Borrowing, in whi ct, case prior to the ti me of s.idl Borrowing)
tha s.ich Lender will not make available to the Administrative Agent such Lender's share of such
Borrowing, the AdministraiveAgent may ass.Jme that such Lender has mooe such share avalrole to the
AdministraiveAgent on the date of such Borrowing in a::corda,cewith subsa::tion {b) of this SE:tiion, aid
the Admi ni straive Agent may, in rel i a,ce upon sudl ass.Jmpti on, ma<e ava I role to the Borrower on sudl
date a correl:pOOding amount. If aid to the extent that such Lender shall not have ro mooe suet, share
avalrole to the Administrative Agent, suet, Lender aid the Borrower severally c:gree to repay to the
Administraive Agent forthwith on demaid such corresponding amount, together with interest thera::in for
eoch day from the dae such anount is mooe ava Irole to the Borrower unti I the date rudl amount is repa d
to the Admi nistraive Agent a (i) a rate per ainum a::iual to the higher of the Federal Funds Rate aid the
interest rate cl)plicrole thereto pursuait to SE:rtion 2.06, in the case of the Borrower, aid (ii) the Federal
Funds Rae, in the case of such Lender. Any payment by the Borrower hereunder shall bewithout pr~udice
to a,y dam the Borrower may have cgai nst a Lender that shal I have fa Ied to ma<e its share of a Borrowing
avalrole to the Administraive Agent. If such Lender shal l repay to the Administrative Agent such
corresponding amount, such amount so repaid shall constitute such Lender's Loan included in such
Borrowing for purposes of this Agreement.
(d)
Obligations of Lenders Several. The fa lure of aiy Lender to ma<e a Loa, ra::iuired to be
mooeby it as part of a,y Borrowing hereunder shall not relie,vea,y other Lender of its obl igation, if a,y,
hereunder to ma<e aiy Loa, on the date of ruch Borrowing, but no Lender shall be responsible for the
falureof aiy other Lender to ma<ethe Loa, to be mooeby rudl other Lender on suet, date of Borrowing.
SE:tiion 2.05

NotelessAgreement: Evidence of Indebtedness.

(a)
Eoch Lender shall mantan in a::corda,ce with its us.ial proctice ai occount or occounts
e,videncing theindebtednessof the Borrower to ruch Lender rerulting from eoch Loa, mooeby suet, Lender
from ti me to ti me, ind udi ng the anounts of principal aid interest payrol e aid pad to rudl Lender from
time to ti me hereunder.
(b)
The Administraive Agent shall alro mantan occounts in which it will rocord (i) the
anount of eoch Loa, mooe hereunder, the Typetheroof aid the Interest Period with respect thereto, (ii) the
anount of a,y principal or interest due aid payrol e or to bocome due aid payrol e from the Borrower to
eoch Lender hereunder a,d (iii) the amount of a,y rum received by the Administrative Agent hereunder
from the Borrower and each Lender's share thereof.
(c)
The entries mantaned in the occounts mantaned purrua,t to rubsa::tions(a) aid (b)
roove shal l be prirna fa::ie e,vidence of the existence aid anounts of the Obl igations therein rocorded;
provided, howe,ver, that thefa lureof the Administrative Agent or any Lender to mantan ruch a::countsor
a,y error therein sha l not in aiy mainer ctfect the obl igation of the Borrower to repay the Obl igations in
a::cordaice with tha r terms.
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available in New York City, to the Administrative Agent at its address referred to in Section 9.01. Unless the Administrative Agent determines that any applicable condition specified in Article IV has not been satisfied, the Administrative Agent shall apply any funds so received in respect of a Borrowing available to the Borrower at the Administrative Agent’s address not later than (a) 3:00 P.M. (New York City time) on the date of each Base Rate Borrowing and (b) 2:00 P.M. (New York City time) on the date of each Euro- Dollar Borrowing. (c) Funding By the Administrative Agent in Anticipation of Amounts Due from the Lenders. Unless the Administrative Agent shall have received notice from a Lender prior to the date of any Borrowing (except in the case of a Base Rate Borrowing, in which case prior to the time of such Borrowing) that such Lender will not make available to the Administrative Agent such Lender’s share of such Borrowing, the Administrative Agent may assume that such Lender has made such share available to the Administrative Agent on the date of such Borrowing in accordance with subsection (b) of this Section, and the Administrative Agent may, in reliance upon such assumption, make available to the Borrower on such date a corresponding amount. If and to the extent that such Lender shall not have so made such share available to the Administrative Agent, such Lender and the Borrower severally agree to repay to the Administrative Agent forthwith on demand such corresponding amount, together with interest thereon for each day from the date such amount is made available to the Borrower until the date such amount is repaid to the Administrative Agent at (i) a rate per annum equal to the higher of the Federal Funds Rate and the interest rate applicable thereto pursuant to Section 2.06, in the case of the Borrower, and (ii) the Federal Funds Rate, in the case of such Lender. Any payment by the Borrower hereunder shall be
without prejudice to any claim the Borrower may have against a Lender that shall have failed to make its share of a Borrowing available to the Administrative Agent. If such Lender shall repay to the Administrative Agent such corresponding amount, such amount so repaid shall constitute such Lender’s Loan included in such Borrowing for purposes of this Agreement. (d) Obligations of Lenders Several. The failure of any Lender to make a Loan required to be made by it as part of any Borrowing hereunder shall not relieve any other Lender of its obligation, if any, hereunder to make any Loan on the date of such Borrowing, but no Lender shall be responsible for the failure of any other Lender to make the Loan to be made by such other Lender on such date of Borrowing. Section 2.05 Noteless Agreement; Evidence of Indebtedness. (a) Each Lender shall maintain in accordance with its usual practice an account or accounts evidencing the indebtedness of the Borrower to such Lender resulting from each Loan made by such Lender from time to time, including the amounts of principal and interest payable and paid to such Lender from time to time hereunder. (b) The Administrative Agent shall also maintain accounts in which it will record (i) the amount of each Loan made hereunder, the Type thereof and the Interest Period with respect thereto, (ii) the amount of any principal or interest due and payable or to become due and payable from the Borrower to each Lender hereunder and (iii) the amount of any sum received by the Administrative Agent hereunder from the Borrower and each Lender’s share thereof. (c) The entries maintained in the accounts maintained pursuant to subsections (a) and (b) above shall be prima facie evidence of the existence and amounts of the Obligations therein recorded; provided, however, that the failure of the Administrative Agent or any Lender to maintain such accounts or any error therein shall not in any manner affect the
obligation of the Borrower to repay the Obligations in accordance with their terms. 18

(d)
Any Lender may re:iuest tha its Loa,s be evidenced by a Note. In S.Jch event, the
Borrower shall prepere, exocute a1d deliver to such Lender a Note paycble to the order of such Lender.
Thereafter, the Loa,s evidenced by such Note aid interest theroon shall at al l times (induding after aiy
assignment pursuait to Section 9.06(c)) be represented by one or more Notes paycble to the order of the
payee na-na:l therein or aiy assignee pursuait to Section 9.06(c), except to the extent that aiy such Lender
or assigneesubse:iuentl y returnsaiy such Note for caicellation aid re:iueststha such Loa,sonce~ain be
evidenced as described in subsocti ons (a) aid (b) cbove.
Section 2.06

Interest Rates.

(a)
Interest Rate Options. The Loa,s shal l, a the option of the Borrower aid except as
otherwise provided herein, be incurred aid maintained a,, or converted into, one or more Ba:;e Rate Loans
or Euro-Doller Loa,s.
(b)
Ba:;e Rate L oais. Each Loa, which is made as, or converted into, a Ba:;e Rae Loa, shal I
bea- interest on the outsta"ldi ng principal anount theroof, for eoch day from the date such Loa, is made as,
or converted into, a Ba:;e Rate Loa, unti I it bocomes due or is converted into a Loa, of aiy other Type, at
a rate per ainum e:iual to the sum of the Ba:;e Rate for such day pl us the Appl iccbl e Percent~e for Ba:;e
Rate Loa,sfor such day. SUch interest shall , in eoch ca:;e, bepayrolequa-terly in errea-son ea::h Qua-terly
Dae aid on the Maurity Dae aid, with re:pect to the principal a-nount of aiy Ba:;e Rae Loa, converted
to a Euro-Doller Loa,, on the date such Ba:;e Rate Loa, is oo converted. Any overdue principal of or
interest on aiy Ba:;e Rae Loa, shall bea- interest, paya::ileon demaid, for ea::h day unti l paid at a rate per
ainum e:iual to the sum of 2% plus theraeotherwise~pliccbleto Ba:;e Rate Loaisfor such day.
(c)
Euro-Doller Loa,s. Each Euro-Doi la- Loa, shall bea-interest on theoutsta"lding principal
anount theroof, for eoch day during the Interest Period ~pliccble thereto, at a rate per ainum e:iual to the
sum of the Adj usta:l London I nterbaik Offera:! Rate for such Interest Period pl us the Appl i ccbl e Percentage
for Euro-Doll a- Loa,s for such day. SUch interest shal l be paya::ilefor ea::h Interest Period on the last day
theroof aid, if S.Jch Interest Period is longer thai three months, at intervals of three months after the first
day theroof. Any overdue principal of or interest on aiy Euro-Della- Loa, shall bea- interest, paya::ileon
demaid, for eoch day until paid at a rate per ainum e:iual to the sum of 2% plus the sum of (A) the Adjusted
London lnterbaik Offered Rae ~pliccble to such Loa, at the dae such payment was due plus (8) the
Applica::ilePercent~efor Euro-Doller Loa,sfor such day (or, if thecircumstaicedeocriba:l in Section 2.14
shall exist, at a rate per ainum e:iual to theS.Jm of 2% plus the rae~liccbleto Ba:;e Rate Loaisfor such
day).

(d)

Method of Electing Interest Rates.

(i)
SUbject to Section 2.06(a), the Loa,s induda:l in ea::h Borrowing shall beainterest initially a the type of ratespocifia:l by the Borrower in the~plica::ile Notice of Borrowing.
Thereafter, with re:pect to eoch Group of Loa,s, the Borrower shall have the option (A) to convert
all or aiy pert of (y) oo long as no Default is in existence on the date of conversion, outstaiding
Ba:;eRaeLoaisto Euro-Doi la- Loaisaid (z) outstanding Euro-Doi la- Loa,sto Ba:;e Rate Loa,s;
provided, in eoch ca:;e, tha thea-nount oo converted shall be9:1ual to $10,000,000 or aiy lerger
integral multiple of $1,000,000, or (8) upon the expi ration of aiy Interest Period ~pliccble to
outstaiding Euro-Doll a- Loa,s, oo long as no Default isin existence on the date of continuaion, to
continue all or aiy portion of such Loais, e:iual to $10,000,000 aid aiy la-ger integral multiple of
$1 ,000,000 in excess of that anount a, Euro-Doller Loa,s. The Interest Period of aiy Ba:;e Rate
Loa, converted to a Euro-Doi Ier Loa, pursua,t to dause (A) a::iove shal I commence on the date of
such conversion. The succea:ling Interest Period of aiy Euro-Della- Loa, continua:! pursua,t to
daise (8) a::iove shall commence on the last day of the Interest Period of the Loa, oo continua:!.
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(d) Any Lender may request that its Loans be evidenced by a Note. In such event, the Borrower shall prepare, execute and deliver to such Lender a Note payable to the order of such Lender. Thereafter, the Loans evidenced by such Note and interest thereon shall at all times (including after any assignment pursuant to Section 9.06(c)) be represented by one or more Notes payable to the order of the payee named therein or any assignee pursuant to Section 9.06(c), except to the extent that any such Lender or assignee subsequently returns any such Note for cancellation and requests that such Loans once again be evidenced as described in subsections (a) and (b) above. Section 2.06 Interest Rates. (a) Interest Rate Options. The Loans shall, at the option of the Borrower and except as otherwise provided herein, be incurred and maintained as, or converted into, one or more Base Rate Loans or Euro-Dollar Loans. (b) Base Rate Loans. Each Loan which is made as, or converted into, a Base Rate Loan shall bear interest on the outstanding principal amount thereof, for each day from the date such Loan is made as, or converted into, a Base Rate Loan until it becomes due or is converted into a Loan of any other Type, at a rate per annum equal to the sum of the Base Rate for such day plus the Applicable Percentage for Base Rate Loans for such day. Such interest shall, in each case, be payable quarterly in arrears on each Quarterly Date and on the Maturity Date and, with respect to the principal amount of any Base Rate Loan converted to a Euro-Dollar Loan, on the date such Base Rate Loan is so converted. Any overdue principal of or interest on any Base Rate Loan shall bear interest, payable on demand, for each day until paid at a rate per annum equal to the sum of 2% plus the rate otherwise applicable to Base Rate Loans for such day. (c) Euro-Dollar Loans. Each Euro-Dollar Loan shall bear interest on the outstanding principal amount thereof, for each day during the
Interest Period applicable thereto, at a rate per annum equal to the sum of the Adjusted London Interbank Offered Rate for such Interest Period plus the Applicable Percentage for Euro-Dollar Loans for such day. Such interest shall be payable for each Interest Period on the last day thereof and, if such Interest Period is longer than three months, at intervals of three months after the first day thereof. Any overdue principal of or interest on any Euro-Dollar Loan shall bear interest, payable on demand, for each day until paid at a rate per annum equal to the sum of 2% plus the sum of (A) the Adjusted London Interbank Offered Rate applicable to such Loan at the date such payment was due plus (B) the Applicable Percentage for Euro-Dollar Loans for such day (or, if the circumstance described in Section 2.14 shall exist, at a rate per annum equal to the sum of 2% plus the rate applicable to Base Rate Loans for such day). (d) Method of Electing Interest Rates. (i) Subject to Section 2.06(a), the Loans included in each Borrowing shall bear interest initially at the type of rate specified by the Borrower in the applicable Notice of Borrowing. Thereafter, with respect to each Group of Loans, the Borrower shall have the option (A) to convert all or any part of (y) so long as no Default is in existence on the date of conversion, outstanding Base Rate Loans to Euro-Dollar Loans and (z) outstanding Euro-Dollar Loans to Base Rate Loans; provided, in each case, that the amount so converted shall be equal to $10,000,000 or any larger integral multiple of $1,000,000, or (B) upon the expiration of any Interest Period applicable to outstanding Euro-Dollar Loans, so long as no Default is in existence on the date of continuation, to continue all or any portion of such Loans, equal to $10,000,000 and any larger integral multiple of $1,000,000 in excess of that amount as Euro-Dollar Loans. The Interest Period of any Base Rate Loan converted to a Euro-Dollar Loan pursuant to clause
(A) above shall commence on the date of such conversion. The succeeding Interest Period of any Euro-Dollar Loan continued pursuant to clause (B) above shall commence on the last day of the Interest Period of the Loan so continued. 19

Euro-Della- Loa-is may only be converted on the last day of the then current Interest Period
cppl i ca:il e thereto or on the dcte required pursua-it to Socti on 2.18.
(ii)
The Borrower shall deliver a written notice of each such conversion or
continuation (a "Notice of Conversion/Continuction") to the Administrative Agent no later than
(A) 12:00 Noon (New York City time) at least three(3) Busineffi Daysbeforetheeffectivedateof
the proposed conversion to, or continuation of, a Euro Dolla- Loa, a-id (8) 11:30 A.M. (New York
City time) on the def/ of a conversion to a Base Rate Loa-i. A written Notice of
Conversion/Continuction shall be substa-itially in the form of Exhibit A-2 attached hereto a-id shall
specify: (A) the Group of Loa-is (or portion theroof) to which such noticecpplies, (8) the proposed
conversion/continuation date (which shall be a Busineffi Day), (C) the aggregate amount of the
Loa-is being converted/continued, (D) a-i election between the Base Rate a-id the Adjusted London
lnterba-ik Offered Rate a-id (E) in the case of a conversion to, or a continuction of, Euro-DellaLoa-is, the requested Interest Period. Upon receipt of a Notice of Conversion/Continuation, the
Administrctive Agent shall give eoch La,der prompt notice of the contents theroof a-id such
Lender's pro rata share of all conversions and continuations requested therein. If no timely Notice
of Conversion/Continuation is delivered by the Borrower as to a-iy Euro-Doll a- Loa,, a-id such
Loa, is not repaid by the Borrower ct the end of the cpplica:ile Interest Period, such Loa-i shall be
converted artomaical ly to a Base Rate Loa-ion the last day of the then cpplica:ile Interest Period.
(e)
Determinction a-id Notice of Interest Rates. The Administrative Agent shall determine
each interest rae cppl i ca:il e to the Loa-is hereunder. The Admi ni strati ve Agent shal I give prompt notice to
the Borrower a-id the pa-tidpaing Lenders of each rae of interest ro determined, a-id its determination
theroof shall be conclusive in the al::>senceof ma-ii fest error. Any notice with r~ect to Euro-Della- Loa-is
shall, without the necessity of theAdministrativeAgent so staing in such notice, be subject to adjustments
in the Applica:ile Percentage cpplica:ile to such Loa-is after the beginning of the Interest Period cpplica:ile
thereto. When during a-i Interest Period a-iy ENenl occurs that Ca.Jses a-i adjustment in the Applica:ile
Percentage cpplica:>le to Loans to which such Interest Period is cpplica:ile, the Administrative Agent shall
give prompt notice to the Borrower a-id the Lenders of such ENent a-id the adjusted rate of interest so
determined for such Loa-is, a-id its determinaion theroof shall be conclusive in the al::>sence of ma-iifest
error.
Soction 2.07

(Reserved).

Soction 2.08
Replacement of Lenders. If (i) a-iy La"lder has dema-ided compensation or
indemnification pursua-it to Sections2.14, 2.15, 2.16 or 2.17, (ii) the obligation of a-iy L01der to make
Euro-Doll a- Loa-is has been suspended pursua-it to Section 2.15 or (iii) a-iy La,der is a Defailting L01der
(eoch such Lender deocribed in daises(i), (ii) or (iii) being a " Retiring La,der"), the Borrower shall have
the right, if no Detail! then exists, to replace such Lender with one or more Eligible AS:lignees (which mcff
be one or more of the Continuing Lenders) (each a "Replacement Lender" and, collectively, the
" Replacement Leriders") reasonably acceptable to the Administrative Agent. The replacement ofa Retiring
Lerider pursua-it to this Socti on 2.08 shal I be effective on the tenth Business Day (the " Replacement Dae'')
fol Iowing the date of notice gi veri by the Borrower of such repIacement to the Retiring L a,der a-id eoch
Continuing Lender through the Administrative Agent, subject to the satisfa:::tion of the following
conditions:
(i)
the Replacement Lerider shall have satisfied the conditions to aS:lignmerit a-id
assumption set forth in Soction 9.06(c) (with all feespayal::>lepursua-it to Soction 9.06(c) to be paid
by the Borrower) a-id, in connection therewith, the Replacement Lender( s) shal I pay to the Retiring
L erider a-i amount equal in the aggregae to the sum of the principal of, a-id al I occrued but unpaid
interest on, al I outsta-idi ng Loa-is of the Retiring L erider; a-id
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Euro-Dollar Loans may only be converted on the last day of the then current Interest Period applicable thereto or on the date required pursuant to Section 2.18. (ii) The Borrower shall deliver a written notice of each such conversion or continuation (a “Notice of Conversion/Continuation”) to the Administrative Agent no later than (A) 12:00 Noon (New York City time) at least three (3) Business Days before the effective date of the proposed conversion to, or continuation of, a Euro Dollar Loan and (B) 11:30 A.M. (New York City time) on the day of a conversion to a Base Rate Loan. A written Notice of Conversion/Continuation shall be substantially in the form of Exhibit A-2 attached hereto and shall specify: (A) the Group of Loans (or portion thereof) to which such notice applies, (B) the proposed conversion/continuation date (which shall be a Business Day), (C) the aggregate amount of the Loans being converted/continued, (D) an election between the Base Rate and the Adjusted London Interbank Offered Rate and (E) in the case of a conversion to, or a continuation of, Euro-Dollar Loans, the requested Interest Period. Upon receipt of a Notice of Conversion/Continuation, the Administrative Agent shall give each Lender prompt notice of the contents thereof and such Lender’s pro rata share of all conversions and continuations requested therein. If no timely Notice of Conversion/Continuation is delivered by the Borrower as to any Euro-Dollar Loan, and such Loan is not repaid by the Borrower at the end of the applicable Interest Period, such Loan shall be converted automatically to a Base Rate Loan on the last day of the then applicable Interest Period. (e) Determination and Notice of Interest Rates. The Administrative Agent shall determine each interest rate applicable to the Loans hereunder. The Administrative Agent shall give prompt notice to the Borrower and the participating Lenders of each rate of interest so determined, and its determination
thereof shall be conclusive in the absence of manifest error. Any notice with respect to Euro-Dollar Loans shall, without the necessity of the Administrative Agent so stating in such notice, be subject to adjustments in the Applicable Percentage applicable to such Loans after the beginning of the Interest Period applicable thereto. When during an Interest Period any event occurs that causes an adjustment in the Applicable Percentage applicable to Loans to which such Interest Period is applicable, the Administrative Agent shall give prompt notice to the Borrower and the Lenders of such event and the adjusted rate of interest so determined for such Loans, and its determination thereof shall be conclusive in the absence of manifest error. Section 2.07 [Reserved]. Section 2.08 Replacement of Lenders. If (i) any Lender has demanded compensation or indemnification pursuant to Sections 2.14, 2.15, 2.16 or 2.17, (ii) the obligation of any Lender to make Euro-Dollar Loans has been suspended pursuant to Section 2.15 or (iii) any Lender is a Defaulting Lender (each such Lender described in clauses (i), (ii) or (iii) being a “Retiring Lender”), the Borrower shall have the right, if no Default then exists, to replace such Lender with one or more Eligible Assignees (which may be one or more of the Continuing Lenders) (each a “Replacement Lender” and, collectively, the “Replacement Lenders”) reasonably acceptable to the Administrative Agent. The replacement of a Retiring Lender pursuant to this Section 2.08 shall be effective on the tenth Business Day (the “Replacement Date”) following the date of notice given by the Borrower of such replacement to the Retiring Lender and each Continuing Lender through the Administrative Agent, subject to the satisfaction of the following conditions: (i) the Replacement Lender shall have satisfied the conditions to assignment and assumption set forth in Section 9.06(c) (with all fees payable pursuant to Section 9.06(c) to be paid
by the Borrower) and, in connection therewith, the Replacement Lender(s) shall pay to the Retiring Lender an amount equal in the aggregate to the sum of the principal of, and all accrued but unpaid interest on, all outstanding Loans of the Retiring Lender; and 20

(ii)
the Borrowa- sha l have paid to the Administrative Agent for the aocount of the
Retiring L enda- an anount equa to a I obi i gati ons owing to the Retiring L enda- by the Borrowapursuant to this Agreement a,d the otha- Loan Documents (otha- than those obligations of the
Borrowa- raa-red to in da.ise (i) cbove).
On the Replaoonent Date, each Replacement Lenda- that is a New Lenda- shal bocomea Lendaha-eunda-, and the Retiring Lenda- shal cease to constitute a Lenda- ha-eunda-; provida:f, tha the
provisions of Sections 2.12, 2.16, 2.17 and 9.03 of this Agreement shal continue to inure to the benefit of
a Retiring Lenda- with r~a::t to any Loans made or any otha- cdi ons ta<en by such Retiring L enda- whi Ie
it was a Lenda-.
Upon payment by the Borrowa- to the Administrative Agent for the aocount of the Retiring Lendaof an anount equa to the sum of ( i) the aggregate pri nci pa anount of a I Loans owed to the Retiring Lendaand (ii) al a::crued inta-est, fees and otha- anounts owing to the Retiring Lenda- hereunder, induding,
without limita:ion, al anountspayable by the Borrowa- to the Retiring Lender unda- Sections2.12, 2.16,
2.17 or 9.03, such Retiring L enda- sha I cease to consti lute a L enda- ha-eunder: provided, tha: the provisions
of Sections2.12, 2.16, 2.17 and 9.03 of this Agreement shal inure to the benefit of a Retiring Lender with
r~a::t to any Loans made or any otha- cdions ta<en by such Retiring Lender while it was a Lender.
Section 2.09

Repa;ment of Loans.

The Loans shal ma:ure on the Maurity Date and the Borrower shal repay to the Administrative
Agent, for the ratable account of the Lenders on the Maturity Dae, the aggregate principa anount of al
Loans made to the Borrowa- outsta"lding on such da:e (together with a::crued interest tha-eon and fees in
r~a::t thereof and al other anountsowed with r ~ to the Obl igations hereunder).
Section 2.10

Opti ona Prepa;ments and Repayments.

(a)
Prepa;mentsof Loans. Subja::t to Section 2.12, the Borrower may (i) upon at lees one(1)
Business Day's notice to the Administrative Agent, prepay any Base Rate Borrowing or (i i) upon a: lees
three (3) Business Days' notice to the Administrative Agent, prepay any Euro-Dollar Borrowing, in each
case in whole at any time, or from time to time in part in anounts aggregating $10,000,000 or any larger
integra multiple of $1,000,000, by paying theprincipa anount to be prepaid together with accrued interest
thereon to the da:e of prepayment. Each such optiona prepayment shal be applied to prepay raably the
Loans of the severa Lenders ind uded in such Borrowing.
(b)
Notice to Lenders. Upon receipt of a notice of prepayment pursuant to Section 2.10(a), the
AdministraiveAgent sha l promptly notify each Lender of thecontentsthereof and of such Lender 's ratable
share (if any) of such prepayment, and such notice sha l not thereater be re,vocable by the Borrower.
Section 2.11

Genera Provisions as to Payments.

(a)
Payments by the Borrower. The Borrower sha l ma<e each payment of principa of a,d
interest on the Loans and fees hereunder not la:er than 12:00 Noon (New York City time) on the date when
due, without set-off, counterdaim or other deduction, in Federa or other funds immediately avai lable in
New York City, to theAdministrativeAgent at its address referred to in Section 9.01 . TheAdministra:ive
Agent will promptly distribute to each Lender its ratable share of each such payment received by the
Administra:iveAgent for the aocount of the Lenders. Whene,ver any payment of principa of or interest on
the Base Rate Loans or of fees sha l be due on a day which is not a Business Day, the date for payment
thereof sha I be extended to the next succee:li ng Business Day. Whene,ver any payment of pri nci pa of or
inta-est on the Euro-Dollar Loans sha l be due on a day which is not a Business Day, the date for payment
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(ii) the Borrower shall have paid to the Administrative Agent for the account of the Retiring Lender an amount equal to all obligations owing to the Retiring Lender by the Borrower pursuant to this Agreement and the other Loan Documents (other than those obligations of the Borrower referred to in clause (i) above). On the Replacement Date, each Replacement Lender that is a New Lender shall become a Lender hereunder, and the Retiring Lender shall cease to constitute a Lender hereunder; provided, that the provisions of Sections 2.12, 2.16, 2.17 and 9.03 of this Agreement shall continue to inure to the benefit of a Retiring Lender with respect to any Loans made or any other actions taken by such Retiring Lender while it was a Lender. Upon payment by the Borrower to the Administrative Agent for the account of the Retiring Lender of an amount equal to the sum of (i) the aggregate principal amount of all Loans owed to the Retiring Lender and (ii) all accrued interest, fees and other amounts owing to the Retiring Lender hereunder, including, without limitation, all amounts payable by the Borrower to the Retiring Lender under Sections 2.12, 2.16, 2.17 or 9.03, such Retiring Lender shall cease to constitute a Lender hereunder; provided, that the provisions of Sections 2.12, 2.16, 2.17 and 9.03 of this Agreement shall inure to the benefit of a Retiring Lender with respect to any Loans made or any other actions taken by such Retiring Lender while it was a Lender. Section 2.09 Repayment of Loans. The Loans shall mature on the Maturity Date and the Borrower shall repay to the Administrative Agent, for the ratable account of the Lenders on the Maturity Date, the aggregate principal amount of all Loans made to the Borrower outstanding on such date (together with accrued interest thereon and fees in respect thereof and all other amounts owed with respect to the Obligations hereunder). Section 2.10 Optional Prepayments and Repayments. (a) Prepayments of
Loans. Subject to Section 2.12, the Borrower may (i) upon at least one (1) Business Day’s notice to the Administrative Agent, prepay any Base Rate Borrowing or (ii) upon at least three (3) Business Days’ notice to the Administrative Agent, prepay any Euro-Dollar Borrowing, in each case in whole at any time, or from time to time in part in amounts aggregating $10,000,000 or any larger integral multiple of $1,000,000, by paying the principal amount to be prepaid together with accrued interest thereon to the date of prepayment. Each such optional prepayment shall be applied to prepay ratably the Loans of the several Lenders included in such Borrowing. (b) Notice to Lenders. Upon receipt of a notice of prepayment pursuant to Section 2.10(a), the Administrative Agent shall promptly notify each Lender of the contents thereof and of such Lender’s ratable share (if any) of such prepayment, and such notice shall not thereafter be revocable by the Borrower. Section 2.11 General Provisions as to Payments. (a) Payments by the Borrower. The Borrower shall make each payment of principal of and interest on the Loans and fees hereunder not later than 12:00 Noon (New York City time) on the date when due, without set-off, counterclaim or other deduction, in Federal or other funds immediately available in New York City, to the Administrative Agent at its address referred to in Section 9.01. The Administrative Agent will promptly distribute to each Lender its ratable share of each such payment received by the Administrative Agent for the account of the Lenders. Whenever any payment of principal of or interest on the Base Rate Loans or of fees shall be due on a day which is not a Business Day, the date for payment thereof shall be extended to the next succeeding Business Day. Whenever any payment of principal of or interest on the Euro-Dollar Loans shall be due on a day which is not a Business Day, the date for payment 21

thereof 91a l be extenda:l to the next succeeding Business Day unless such Business Day fals in a,other
cal ender month, in which case the date for payment thereof sha I be the next proca:li ng Business Day. If
thedctefor aiy payment of principa isextenda:l by operction of 1cm or otherwise, interest thereon shal be
paycblefor such extenda:l time.
(b)
Distributions by the Administrative Agent. Unless the Administrctive Agent 91al have
roceiva:l notice from the Borrower prior to the dcte on which aiy payment is due to the Lenders hereunder
thct the Borrower wil l not ma<e such payment in f ull, the Administrative Agent may assume tha the
Borrower has ma:lesuch payment in full to theAdministrctiveAgent on such dcte, aid theAdministrctive
Agent may, in reJiaice upon such assumption, cruse to be distribute:! to eoch Lender on such due dcte ai
anount equa to the amount then due such Lender. If a1d to the extent that the Borrower sha I not have ro
ma:lesuch payment, eoch Lends- shal repay totheAdministrctiveAgent forthwith on dernaid such amount
distribute:! to such Lends- togethe- with inte-est the-eon, for eoch day from the date such amount is
distribute:! to such Lender until the date such Lender repays such anount to the Administrctive Agent, at
the Fa:le-a Funds Rae.
Section 2.12
Funding Losses. If the Borrower ma<es aiy payment of pri nci pa with respa::t to
aiy Euro-Doller Loa, purruait to the terms a1d provisions of this Agreement (aiy conversion of a EuroDoller Loa, to a Base Rate Loa, pursuait to Section 2.18 being treata:l as a payment of such Euro-Dol ler
Loa, on the date of conversion for purposes of this Section 2.12) on aiy day other thai the last day of the
Interest Period cppliccblethereto, or the last day of ai cppliccbleperiodfixa:l pursuait to Section 2.06(c).
or if the Borrows- fails to borrow, convert or prepay aiy Euro-Doller Loa, after notice has been given in
occordaicewith the provisions of this Agreement, or in the event of payment in respa::t of aiy Euro-Doller
Loa, other thai on the last day of the Interest Period cppliccble thereto as a resul t of a request by the
Borrower pursuait to Section 2.08, the Borrower 91al reimburseeoch Lender within fifteen (15) days after
dernaid for aiy resulting loss or expense incurra:l by it (a1d by ai existing Paiicipait in thereJata:l Loai},
including, without limitation, aiy loss incurra:l in obtaining, liquidating or employing deposits from third
pa-ti es, but exd udi ng Ioss of magi n for the period citer aiy such payment or f ai I ure to borrow or prepay;
provide:!, thct such Lender shal have del ivera:l to the Borrower a certificcte as to the a-nount of such loss
or expense, which certificcte 91al becondusive in the cbsence of ma-ii fest error.
Section 2.13
Corrputati on of Interest aid Fees. I nterest on L oais based on the Prime Rae
hereunde- S'lal becomputa:l on thebasisof a yea of 365 days (or 366 days in al~ yea) aid paid for the
octua number of dayseJcpsed. A ll other interest aid fees shal be oomputa:l on the basis of a yea of 360
days aid paid for theoctua number of days eJcpsed (including the first day but excluding the last day).
Section 2.14

Basis for Determining lnte-est Rate l na:lequate. Unfair or Unavailcble.

(a)
If on or prior to the first day of aiy Interest Period for aiy Euro-Doller Loa,: (i) the
Require:! Lenders a:lvise the Administrative Agent that the Adj usta:l London lnterbaik Offera:l Rae as
dete-mina:l by the Administrative Agent, wi ll not a:lequateJy aid fairly ra'la::t the cost to such Lenders of
funding their Euro-Doller Loais for such Interest Period; or (ii) subja::t to Section 2.14(b), the
Admi ni strcti ve Agent 91a I determine thct no reasoncbl e mEa1s exists for determining the Adj usta:l London
Interbank Offera:l Rae, the Administrative Agent shal forthwith give notice thereof to the Borrower aid
the Lenders, whereupon, until the Administrative Agent notifies the Borrower aid the Lenders that the
ci rcumstaices giving rise to such su~ension no longer exist, (x) the obligctions of the Lende-s to ma<e
Euro-Doller Loais, or to convert outstaiding Loais into Euro-Doller Loais 91a l be su~enda:l; aid (y)
eoch outsta1ding Euro-Dol ler Loa, S'lal be converta:l into a Base Rate Loa, on the last day of the current
Interest Period cppliccble thereto. Unless the Borrower notifies the Administrctive Agent at least two (2)
Business Days ba'orethe date of (or, if ct the ti me the Borrower roceives such notice the day is the date of,
or the dcte imma:liately proca:ling, the date of such Euro-Doller Borrowing, by 10:00 A.M. (Ne.v York
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thereof shall be extended to the next succeeding Business Day unless such Business Day falls in another calendar month, in which case the date for payment thereof shall be the next preceding Business Day. If the date for any payment of principal is extended by operation of law or otherwise, interest thereon shall be payable for such extended time. (b) Distributions by the Administrative Agent. Unless the Administrative Agent shall have received notice from the Borrower prior to the date on which any payment is due to the Lenders hereunder that the Borrower will not make such payment in full, the Administrative Agent may assume that the Borrower has made such payment in full to the Administrative Agent on such date, and the Administrative Agent may, in reliance upon such assumption, cause to be distributed to each Lender on such due date an amount equal to the amount then due such Lender. If and to the extent that the Borrower shall not have so made such payment, each Lender shall repay to the Administrative Agent forthwith on demand such amount distributed to such Lender together with interest thereon, for each day from the date such amount is distributed to such Lender until the date such Lender repays such amount to the Administrative Agent, at the Federal Funds Rate. Section 2.12 Funding Losses. If the Borrower makes any payment of principal with respect to any Euro-Dollar Loan pursuant to the terms and provisions of this Agreement (any conversion of a Euro- Dollar Loan to a Base Rate Loan pursuant to Section 2.18 being treated as a payment of such Euro-Dollar Loan on the date of conversion for purposes of this Section 2.12) on any day other than the last day of the Interest Period applicable thereto, or the last day of an applicable period fixed pursuant to Section 2.06(c), or if the Borrower fails to borrow, convert or prepay any Euro-Dollar Loan after notice has been given in accordance with the provisions of this Agreement, or
in the event of payment in respect of any Euro-Dollar Loan other than on the last day of the Interest Period applicable thereto as a result of a request by the Borrower pursuant to Section 2.08, the Borrower shall reimburse each Lender within fifteen (15) days after demand for any resulting loss or expense incurred by it (and by an existing Participant in the related Loan), including, without limitation, any loss incurred in obtaining, liquidating or employing deposits from third parties, but excluding loss of margin for the period after any such payment or failure to borrow or prepay; provided, that such Lender shall have delivered to the Borrower a certificate as to the amount of such loss or expense, which certificate shall be conclusive in the absence of manifest error. Section 2.13 Computation of Interest and Fees. Interest on Loans based on the Prime Rate hereunder shall be computed on the basis of a year of 365 days (or 366 days in a leap year) and paid for the actual number of days elapsed. All other interest and fees shall be computed on the basis of a year of 360 days and paid for the actual number of days elapsed (including the first day but excluding the last day). Section 2.14 Basis for Determining Interest Rate Inadequate, Unfair or Unavailable. (a) If on or prior to the first day of any Interest Period for any Euro-Dollar Loan: (i) the Required Lenders advise the Administrative Agent that the Adjusted London Interbank Offered Rate as determined by the Administrative Agent, will not adequately and fairly reflect the cost to such Lenders of funding their Euro-Dollar Loans for such Interest Period; or (ii) subject to Section 2.14(b), the Administrative Agent shall determine that no reasonable means exists for determining the Adjusted London Interbank Offered Rate, the Administrative Agent shall forthwith give notice thereof to the Borrower and the Lenders, whereupon, until the Administrative Agent notifies the Borrower and the Lenders that the
circumstances giving rise to such suspension no longer exist, (x) the obligations of the Lenders to make Euro-Dollar Loans, or to convert outstanding Loans into Euro-Dollar Loans shall be suspended; and (y) each outstanding Euro-Dollar Loan shall be converted into a Base Rate Loan on the last day of the current Interest Period applicable thereto. Unless the Borrower notifies the Administrative Agent at least two (2) Business Days before the date of (or, if at the time the Borrower receives such notice the day is the date of, or the date immediately preceding, the date of such Euro-Dollar Borrowing, by 10:00 A.M. (New York 22

City ti me) on the dcte of) any Euro-Doi Iar Borrowing for which a Notice of Borrowing has previous! y been
given that it ela::ts not to borrow on such date (in which case the Borrower shal not be subject to any
liability pursuant to Section 2.12 with re:pect to such election), such Borrowing sl1all instea::l be made as a
Base Rate Borrowing.
(b)

Effa::t of Benchmark Transition Event.

(i)
Benchmark Replacement. Notwithstanding anything to the contra-y herein or in
any other Loan Document, upon the occurrence of a Benchma-k Transition Event or an Early Optin El Edi on, as applicable, the A dmi ni strati ve Agent and the Borrower may amend this Agreement
to replace LIBOR with a Benchmark Replacement. Any such anendment with re:pa::t to a
Benchma-k Transition Event will become effa::tive at 5:00 p.m. on the fifth (5th) Business Day
after the Administrative Agent has posted such proposed amendment to all Lenders and the
Borrower oo long as the Administrctive Agent has not received, by such time, written notice of
obja::tion to such amendment from Lenders comprising the Required Lenders. Any such
anendment with re:pect to an Early Opt-in Election wi 11become effa::ti ve on the date thct Lenders
comprising the Required Lenders have delivered to the Administrative Agent written notice that
such Required Lenders ~ t such anendment. No replacement of LIBOR with a Benchma-k
Replacement pursuant to this Section 2.14(b) wil l occur prior to the applicable Benchmark
Transition Start Dae.
Benchmark Replacement Conforming Changes. In conna::tion with the
(ii)
i mpl ementcti on of a Benchma-k RepIacement, the Admi ni strcti ve Agent wi II have the right to mal<e
Benchma-k RepIacement Conforming Changes from ti me to ti me and, notwithstanding anything to
the contrary herein or in any other Loan Document, any anendments implementing such
Benchma-k Replacement Conforming Changes will becomeeffectivewithout any further action or
consent of any other party to this Agreement.
(iii)
Notices: Standards for Decisions and Determinations. The Administrative Agent
will promptly notify the Borrower and the Lenders of (i) any occurrence of a Benchmark Transition
Event or an Early Opt-in Election, as appl icable, and its related Benchmark Replacement Dae and
Benchma-k Transition Start Ocie, (ii) theimplementaion of any Benchma-k Replacement, (iii) the
effa::tiveness of any Benchmark Replacement Conforming Changes and (iv) the commencement
or condusion of any Benchmark Unavai lability Period. Any determination, decision or ela::tion
thct may be made by the Administrctive Agent or Lenders pursuant to this Section 2.14(b),
ind udi ng any determi nation with re:pa::t to a tenor, rate or adjustment or of the occurrence or nonoccurrence of an event, circumstance or date and any decision to tal<e or ref ran from tal<ing any
action, will be condusive and binding absent manifest error and may be made in its or their oole
dis::retion and without consent from any other party hereto, except, in each case, as expressy
required pursuant to this Section 2.14(b).
Benchma-k Unavailability Period. Upon the Borrower's receipt of notice of the
(iv)
commencement of a Benchmark Unavalability Period, the Borrowa- may revoke any request for a
Eurodol Iar Borrowing of, conversion to or continuation of Eurodol Iar Loans to be made, converted
or continued during any Benchma-k Unavalability Period and, fa ling tha, the Borrower will be
deemed to have converted any such request into a request for a Borrowing of or conversion to Base
Rcte Loans. During any Benchmark Unavalabi Iity Period, the component of the Base Rcte based
upon LI BOR wi 11 not be use:l in any deta-mi nation of the Base Rate,
Section 2.15
lllooality. If, on or after the date of thisAgreement, the adoption of any applicable
law, rule or regulation, or any change in any appl icable lw, rule or regulction, or any change in the
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City time) on the date of) any Euro-Dollar Borrowing for which a Notice of Borrowing has previously been given that it elects not to borrow on such date (in which case the Borrower shall not be subject to any liability pursuant to Section 2.12 with respect to such election), such Borrowing shall instead be made as a Base Rate Borrowing. (b) Effect of Benchmark Transition Event. (i) Benchmark Replacement. Notwithstanding anything to the contrary herein or in any other Loan Document, upon the occurrence of a Benchmark Transition Event or an Early Opt- in Election, as applicable, the Administrative Agent and the Borrower may amend this Agreement to replace LIBOR with a Benchmark Replacement. Any such amendment with respect to a Benchmark Transition Event will become effective at 5:00 p.m. on the fifth (5th) Business Day after the Administrative Agent has posted such proposed amendment to all Lenders and the Borrower so long as the Administrative Agent has not received, by such time, written notice of objection to such amendment from Lenders comprising the Required Lenders. Any such amendment with respect to an Early Opt-in Election will become effective on the date that Lenders comprising the Required Lenders have delivered to the Administrative Agent written notice that such Required Lenders accept such amendment. No replacement of LIBOR with a Benchmark Replacement pursuant to this Section 2.14(b) will occur prior to the applicable Benchmark Transition Start Date. (ii) Benchmark Replacement Conforming Changes. In connection with the implementation of a Benchmark Replacement, the Administrative Agent will have the right to make Benchmark Replacement Conforming Changes from time to time and, notwithstanding anything to the contrary herein or in any other Loan Document, any amendments implementing such Benchmark Replacement Conforming Changes will become effective without any
further action or consent of any other party to this Agreement. (iii) Notices; Standards for Decisions and Determinations. The Administrative Agent will promptly notify the Borrower and the Lenders of (i) any occurrence of a Benchmark Transition Event or an Early Opt-in Election, as applicable, and its related Benchmark Replacement Date and Benchmark Transition Start Date, (ii) the implementation of any Benchmark Replacement, (iii) the effectiveness of any Benchmark Replacement Conforming Changes and (iv) the commencement or conclusion of any Benchmark Unavailability Period. Any determination, decision or election that may be made by the Administrative Agent or Lenders pursuant to this Section 2.14(b), including any determination with respect to a tenor, rate or adjustment or of the occurrence or non- occurrence of an event, circumstance or date and any decision to take or refrain from taking any action, will be conclusive and binding absent manifest error and may be made in its or their sole discretion and without consent from any other party hereto, except, in each case, as expressly required pursuant to this Section 2.14(b). (iv) Benchmark Unavailability Period. Upon the Borrower’s receipt of notice of the commencement of a Benchmark Unavailability Period, the Borrower may revoke any request for a Eurodollar Borrowing of, conversion to or continuation of Eurodollar Loans to be made, converted or continued during any Benchmark Unavailability Period and, failing that, the Borrower will be deemed to have converted any such request into a request for a Borrowing of or conversion to Base Rate Loans. During any Benchmark Unavailability Period, the component of the Base Rate based upon LIBOR will not be used in any determination of the Base Rate. Section 2.15 Illegality. If, on or after the date of this Agreement, the adoption of any applicable law, rule or regulation, or any change in any applicable law, rule or regulation, or
any change in the 23

interpretation or a::imi ni strati on thereof by a-iy Governmenta Authority, centra ba-ik or corrpa-a::il e ~ency
cha-ged with the i nterpretai on or admi ni strai on thereof, or compIi a-ice by a-iy Lender (or its Euro-Doi IaLending Office) with a-iy request or directive(whether or not having the force of law) of any such aithority,
centra ba,k or compa-a::ile~ency shal ma<e it unlawful or impossible for a,y Lender (or its Euro-DollaLending Office) to ma<e, maintain or fund its Euro-Doi la- Loa,s a1d such Lender shal oo notify the
Administraive Agent, the Administrative Agent shal forthwith give notice thereof to the other Lenders
a-id the Borrower, whereupon until such Lender notifies the Borrower a-id the Administrative Agent that
the circumsta-ices giving rise to such su::pension no longer exist, the obligaion of such Lender to ma<e
Euro-Doll a- Loa,s, or to convert outsta,ding Loa,s into Euro-Doi la- Loa,s, shal be su::pended. Before
giving a-iy notice to the Administrative Agent pursua-it to this Soction, such Lender shal designate a
different Euro-Dollar Lending Office if such designaion wi ll avoid the need for giving such notice a-id will
not, in the judgment of such Lender, be otherwise disa::iva-it~eous to such Lender. If such notice is given,
eoch Euro-Doi la- Loa, of such Lender then outsta,ding shal be converted to a Base Rate Loa, either (a)
on the last day of the then current Interest Period cl)plica::>le to such Euro-Doi la- Loa, if such Lender may
lawfully continue to maintain a-id fund such Loa, to such day or (b) immediately if such Lender sha l
determine that it may not lawfully continue to maintain a-id fund such Loa, to such day.
Soction 2.16

Increased Cost a,d Reduca::I Return.

(a)
Increased Costs. If after the Effective Date, the adq,tion of a-iy cpplica::ile law, rule or
regulaion, or a-iy cha-ige in a-iy cpplica::ile law, rule or regulaion, or a,y cha-ige in the interpretaion or
administration thereof by a,y Governmenta Authority, centra ba,k or compa-a::ile ~ency cha-ged with
the interpretation or administration thereof, or corrpl ia,ceby a,y Lender (or itsApplica::>le Lending Office)
with a-iy request or directive (whether or not having the force of law} of a-iy such authority, centra ba-ik
or compara::ile ~cy sha l (i) impose, modify or deem cppl ica::ile a-iy reserve (induding, without
limitaion, a-iy such requirement imposed by the Boa-d of Governors of the Federa Reserve System),
::pa:;ia deposit, insura,ce assessment or simi la- requirement ~nst L001s pa-ticipaed in by, assets of,
deposits with or for the account of or credit extended by, a,y Lender (or its Appl ica::ile Lending Office) ,
(ii) subject a-iy Lender to a-iy tax of a-iy kind whatooever with re::pect to this Agreement, a-iy pa-ticipaion
in a-iy Loa, ma::ieby it, or cha-igethebasisof taxaion of payments to such Lender in re::pect thereof (other
tha-i (A} Taxes, (B) Other Taxes, (C) the imposition of, or a-iy cha-ige in the rate of, a-iy taxesdeocribed in
daise (i)(a) a,d daises (ii) through (iv) of the definition of Taxes in Soction 2.17(a), (D) Connection
Income Taxes, and (E) Taxes attributable to a Lender's failure to comply with Section 2.1 7(e)) or (iii)
impose on a-iy Lender (or its Applica::ile Lending Office) or on the United States ma-ket for certificates of
deposit or the London interba-ik ma-ket a-iy other condition affecting its Euro-Della- L001s, Notes,
obligation to ma<e Euro-Doi la- Loa,s, a1d the result of a-iy of the foregoing is to increase the cost to such
Lender (or itsApplica::ile Lending Office) of ma<ing or maintaining a-iy Euro-Della- Loa,, or to reduce
thea11ount of a,y sum ra:;eived or ra:;eiva::ile by such Lender (or itsApplica::>le Lending Office) under this
Agreement or under its Notes with re:pect thereto, then, within fifteen (15) days after dema-id by such
Lender (with a cq,y to the Administrative Agent), the Borrower sha I pay to such Lender such a::iditiona
anount or a11ounts, as determined by such Lender in good faith, as will compensaesuch Lender for such
increased cost or reduction, oolely to the extent that a,y such additiona a11ounts were incurred by the
Lender within ninety (90) days of such dana1d.
(b)
Ca::>ita Adeguocy. If a-iy Lender shal have determined that, after the Effective Date, the
adq,ti on of a,y cppl i ca::il e Iaw, rule or regulation rega-di ng ccpi ta adequacy or Ii qui di ty, or a,y cha-ige in
a,y such law, rule or regulaion, or a,y cha-ige in the interpretation or a::iministration thereof by a,y
Governmenta Authority, centra ba,k or compa-a::>Ie ~ency cha-ged with the interpretation or
a::iministration thereof, or a-iy request or directive rega-ding ccpita a::iequacy (whether or not having the
force of law) of a-iy such aithority, centra ba-ik or compa-a::ile ~ency, has or would have the effect of
reducing the rate of return on ccpita of such Lender (or a-iy Person controll ing such Lender} as a
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interpretation or administration thereof by any Governmental Authority, central bank or comparable agency charged with the interpretation or administration thereof, or compliance by any Lender (or its Euro-Dollar Lending Office) with any request or directive (whether or not having the force of law) of any such authority, central bank or comparable agency shall make it unlawful or impossible for any Lender (or its Euro-Dollar Lending Office) to make, maintain or fund its Euro-Dollar Loans and such Lender shall so notify the Administrative Agent, the Administrative Agent shall forthwith give notice thereof to the other Lenders and the Borrower, whereupon until such Lender notifies the Borrower and the Administrative Agent that the circumstances giving rise to such suspension no longer exist, the obligation of such Lender to make Euro-Dollar Loans, or to convert outstanding Loans into Euro-Dollar Loans, shall be suspended. Before giving any notice to the Administrative Agent pursuant to this Section, such Lender shall designate a different Euro-Dollar Lending Office if such designation will avoid the need for giving such notice and will not, in the judgment of such Lender, be otherwise disadvantageous to such Lender. If such notice is given, each Euro-Dollar Loan of such Lender then outstanding shall be converted to a Base Rate Loan either (a) on the last day of the then current Interest Period applicable to such Euro-Dollar Loan if such Lender may lawfully continue to maintain and fund such Loan to such day or (b) immediately if such Lender shall determine that it may not lawfully continue to maintain and fund such Loan to such day. Section 2.16 Increased Cost and Reduced Return. (a) Increased Costs. If after the Effective Date, the adoption of any applicable law, rule or regulation, or any change in any applicable law, rule or regulation, or any change in the interpretation or administration thereof by any Governmental Authority, central bank
or comparable agency charged with the interpretation or administration thereof, or compliance by any Lender (or its Applicable Lending Office) with any request or directive (whether or not having the force of law) of any such authority, central bank or comparable agency shall (i) impose, modify or deem applicable any reserve (including, without limitation, any such requirement imposed by the Board of Governors of the Federal Reserve System), special deposit, insurance assessment or similar requirement against Loans participated in by, assets of, deposits with or for the account of or credit extended by, any Lender (or its Applicable Lending Office), (ii) subject any Lender to any tax of any kind whatsoever with respect to this Agreement, any participation in any Loan made by it, or change the basis of taxation of payments to such Lender in respect thereof (other than (A) Taxes, (B) Other Taxes, (C) the imposition of, or any change in the rate of, any taxes described in clause (i)(a) and clauses (ii) through (iv) of the definition of Taxes in Section 2.17(a), (D) Connection Income Taxes, and (E) Taxes attributable to a Lender’s failure to comply with Section 2.17(e)) or (iii) impose on any Lender (or its Applicable Lending Office) or on the United States market for certificates of deposit or the London interbank market any other condition affecting its Euro-Dollar Loans, Notes, obligation to make Euro-Dollar Loans, and the result of any of the foregoing is to increase the cost to such Lender (or its Applicable Lending Office) of making or maintaining any Euro-Dollar Loan, or to reduce the amount of any sum received or receivable by such Lender (or its Applicable Lending Office) under this Agreement or under its Notes with respect thereto, then, within fifteen (15) days after demand by such Lender (with a copy to the Administrative Agent), the Borrower shall pay to such Lender such additional amount or amounts, as determined by such Lender in good faith
as will compensate such Lender for such increased cost or reduction, solely to the extent that any such additional amounts were incurred by the Lender within ninety (90) days of such demand. (b) Capital Adequacy. If any Lender shall have determined that, after the Effective Date, the adoption of any applicable law, rule or regulation regarding capital adequacy or liquidity, or any change in any such law, rule or regulation, or any change in the interpretation or administration thereof by any Governmental Authority, central bank or comparable agency charged with the interpretation or administration thereof, or any request or directive regarding capital adequacy (whether or not having the force of law) of any such authority, central bank or comparable agency, has or would have the effect of reducing the rate of return on capital of such Lender (or any Person controlling such Lender) as a 24

consequence of such Lender's obligations hereunder to a level below that which such Lender ( or any Person
controlling such Lender) could have a::hie.ted but for such a:tq:>tion, chaige, ra:iuest or diroctive (ta<ing
into consideration its policies with r~oct to C<l)ita a:ta:iuocy), theri from time to time, within fifteen (15)
days ater demand by 9..ICh Lerider (with a copy to the Administrative Agerit), the Borrower shal pay to
such Lerider such a:tditiona anount or anountsaswill comperisatesuch Lender (or any Person controlling
such Lerider) for such reduction, rolely to the exterit that aiy such a:tditiona anountswere incurred by the
Leriderwithin ninety (90) days of such demaid.

(c)
Notices. Each Lerider will promptly notify the Borrower and theAdministrativeAgerit of
any e.,,erit of which it has knowledge, occurring after the Effoctive Date, that will erititle such Lender to
compensation pursuant to this Section aid will designate a different Applicct>le Lending Office if such
designation will avoid the need for, or reduce the anount of, such COfl"l)erlSction aid will not, in the
judgmerit of such Lerider, be otherwise disa:tvantageous to such Lerider. A certificate of any Lerider
claiming comperisation under this Section and setting forth in reaoonable deta l the additiona anount or
anountsto be paid to it hereunder sha I be conclusive in the absence of manifest error. In determining such
anount, such Lender may use aiy reaoonabl e averaging aid cttri buti on methods.
(d)
Notwithstanding anything to the contrary herein, (x) the Dodd-Frank Wa l Street Reform
and Consumer Protoction Act and al ra:iuests, rules, guidelines or diroctives thereunder or iS9.Jed in
connoction there.vith and (y) a l ra:iuests, rules, guidel ines or diroctives promulgcted by the Bank for
lnternationa Settlements, the Basel Committee on Banking Supervision (or any succesoor or similar
aithority) or the United Stctes or foreign regulatory authorities, in ea::h case pursuant to Basel 111, S1all in
each case be deemed to be a "change in law" under this Article II regardless of the date enacted, adopted
or iS9.Jed.
Section 2.17

Taxes.

(a)
Payments Net of Certain Taxes. Any and al payrnentsma:teby or on rnnt of any Loan
Party to or for the a::count of aiy Lender or the Administrative Agent hereunder or under any other Loan
Document shal be mooe free and clear of and without deduction for any and al present or future taxes,
duties, le.ties, imposts, deductions, charges and withholdings and al liabilities with r~a::t thereto,
excluding: (i) taxes imposed on or measured by the net income (including branch profits or similar taxes)
of, and gross receipts, franchise or simi lar taxes imposed on, the Administraive Agerit or aiy Lender (a)
by the j uriooiction (or subdivision thereof) under the laws of which such Lerider or Administrative Agerit
is organized or in which its pri nci pa office is Ioccted or, in the case of ea::h Lender, in which its Appl i cct>I e
Leriding Office is located or (b) tha are Other Connoction Taxes, (i i) in the case of ea::h Lerider, aiy United
Staes withholding tax imposed on such payments, but only to the exterit that such Lerider is subjoct to
United States withholding tax at the time such Lender first becomes a party to thisAgreanent or chaiges
its Applicct>le Lending Office (other than pursuait to an assignmerit ra:iuest by any Loan Party under
Section 2.08), (iii) aiy ba::kup withholding tax ifll)osed by the United States (or aiy state or locality
thereof) on aLerider or AdministrativeAgerit, aid (iv) any taxesifll)osed by FATCA (a l such nonexcluded
taxes, duties, le.ties, imposts, deductions, charges, withholdings and liabilities being hereinater referred to
as "Taxes"). If any Loan Party S1al bera:iuired by law to deduct any Taxes from or in r~oct of any sum
payable hereunder or under any other Loan Documerit to aiy Lender or the Administrative Agerit, (i) the
sum payable shal be increased as na::es.5arY ro that ater ma<ing al such ra:iuired deductions (including
deductions applicct>le to ooditiona sums payable under this Section 2.17(a)) such Lender or the
Administrative Agent (as the case may be) receives an anount a:iua to the sum it would have received ha:t
no such deductions been ma:te, (ii) such Loan Party S1al ma<esuch deductions, (ii i) such Loan Party sha l
pay the full amount deducted to the rele.tant taxation authority or other authority in accordance with
applicct>le law aid (iv) such Loan Party sha l furnish to the Administrative Agerit, for delivery to such
Lerider, the origina or a certified copy of a receipt e.tidencing payment thereof.
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consequence of such Lender’s obligations hereunder to a level below that which such Lender (or any Person controlling such Lender) could have achieved but for such adoption, change, request or directive (taking into consideration its policies with respect to capital adequacy), then from time to time, within fifteen (15) days after demand by such Lender (with a copy to the Administrative Agent), the Borrower shall pay to such Lender such additional amount or amounts as will compensate such Lender (or any Person controlling such Lender) for such reduction, solely to the extent that any such additional amounts were incurred by the Lender within ninety (90) days of such demand. (c) Notices. Each Lender will promptly notify the Borrower and the Administrative Agent of any event of which it has knowledge, occurring after the Effective Date, that will entitle such Lender to compensation pursuant to this Section and will designate a different Applicable Lending Office if such designation will avoid the need for, or reduce the amount of, such compensation and will not, in the judgment of such Lender, be otherwise disadvantageous to such Lender. A certificate of any Lender claiming compensation under this Section and setting forth in reasonable detail the additional amount or amounts to be paid to it hereunder shall be conclusive in the absence of manifest error. In determining such amount, such Lender may use any reasonable averaging and attribution methods. (d) Notwithstanding anything to the contrary herein, (x) the Dodd-Frank Wall Street Reform and Consumer Protection Act and all requests, rules, guidelines or directives thereunder or issued in connection therewith and (y) all requests, rules, guidelines or directives promulgated by the Bank for International Settlements, the Basel Committee on Banking Supervision (or any successor or similar authority) or the United States or foreign regulatory authorities, in each case pursuant to Basel III, shall
in each case be deemed to be a “change in law” under this Article II regardless of the date enacted, adopted or issued. Section 2.17 Taxes. (a) Payments Net of Certain Taxes. Any and all payments made by or on account of any Loan Party to or for the account of any Lender or the Administrative Agent hereunder or under any other Loan Document shall be made free and clear of and without deduction for any and all present or future taxes, duties, levies, imposts, deductions, charges and withholdings and all liabilities with respect thereto, excluding: (i) taxes imposed on or measured by the net income (including branch profits or similar taxes) of, and gross receipts, franchise or similar taxes imposed on, the Administrative Agent or any Lender (a) by the jurisdiction (or subdivision thereof) under the laws of which such Lender or Administrative Agent is organized or in which its principal office is located or, in the case of each Lender, in which its Applicable Lending Office is located or (b) that are Other Connection Taxes, (ii) in the case of each Lender, any United States withholding tax imposed on such payments, but only to the extent that such Lender is subject to United States withholding tax at the time such Lender first becomes a party to this Agreement or changes its Applicable Lending Office (other than pursuant to an assignment request by any Loan Party under Section 2.08), (iii) any backup withholding tax imposed by the United States (or any state or locality thereof) on a Lender or Administrative Agent, and (iv) any taxes imposed by FATCA (all such nonexcluded taxes, duties, levies, imposts, deductions, charges, withholdings and liabilities being hereinafter referred to as “Taxes”). If any Loan Party shall be required by law to deduct any Taxes from or in respect of any sum payable hereunder or under any other Loan Document to any Lender or the Administrative Agent, (i) the sum payable shall be increased as necessary so that after making all
such required deductions (including deductions applicable to additional sums payable under this Section 2.17(a)) such Lender or the Administrative Agent (as the case may be) receives an amount equal to the sum it would have received had no such deductions been made, (ii) such Loan Party shall make such deductions, (iii) such Loan Party shall pay the full amount deducted to the relevant taxation authority or other authority in accordance with applicable law and (iv) such Loan Party shall furnish to the Administrative Agent, for delivery to such Lender, the original or a certified copy of a receipt evidencing payment thereof. 25

(b)
Other Taxes. In a::ldition, each Loa1 Paty ~reestopay any and all present or futuresta-rp
or court or documentcry taxes and any other excise or property taxes, or similcr charges or levies, which
cri se from any payment ma::le pursuant to this Agreement, any Note or any other Loa1 Document or from
the exe:::ution, delivery, performance, registrciion or enforcement of, or otherwise with re:pa::t to, this
Agreement, any Note or a,y other Loan Document (collectively, " Other Taxes").
(c)
Indemnification. Eoch Loa1 Paiy ~reestojointly a,d severally indemnify each Lender
a,d theAdministrciiveAgent for the full amount of Taxesa,d Other Taxes (including, without limitciion,
a,y Taxes or Other Taxes imposed or asserta:I by a,y juris:liction on anounts paycble under this
Section 2.17(c)), whether or not correctly or legally assertoo, paid by SJch Lender or Agent (as the case
may be) and a,y lici:>ility (including penalties, interest aid expenses) crising therefrom or with re;pect
thereto ascertifia:I in good faith to the Borrower by each Lender or Agent seeking indemnification pursua,t
to this Section 2.17(c). This indemnification shall be paid within 15 days after such Lender or Agent (as
the case may be) rnal<es demand therefor.
(d)
Refunds or Cra:lits. If a Lender or the Administrative Agent receives a refund, cra:lit or
other roouction from a taxation authority for a,y Taxes or Other Taxes for which it has been indemnifioo
by a,y Loa1 Paty or with re;pect to which a,y Loa1 Paiy has paid a::lditional amounts pursua,t to this
Section 2.17, it shall within fifteen (15) days from the dcie of SJch receipt pay over the amount of such
refund, crooit or other ra:luction to the Borrower (but only to the extent of indemnity payments ma::le or
a::lditional amounts paid by the Loa, Paiies under this Section 2.17 with re:pa::t to the Taxes or Other
Taxes giving rise to such refund, cra:lit or other ra:luction), net of all rea&>nci:>leout-of-pocket expenses of
such Lender or theAdministrativeAgent (as the case may be) aid without interest (other Iha, interest pad
by the releva,t taxation aithority with re;pect to such refund, cra:lit or other ra:luction): provida:I, however,
thci eoch Loa1 Paiy ~rees to rt:pay, upon the request of such Lender or the Administrative Agent (as the
case may be), the amount paid over to the Borrower (pl us penal ti es, interest or other charges) to such Lender
or theAdministrativeAgent in the event such Lender or the Administrative Agent isrequiroo to repay SJch
refund or crooit to such taxciion authority.
(e)
Tax Forms aid Certifiecies. On or before the dcie it becomes a party to this Agreement,
from time to time thereEtter if rea&>nci:>ly requestoo by the Borrower or the Administrciive Agent, aid ci
a,y time ii cha,ges its Appl icci:>le Lending Office: (i) each Lenderthat is a " United States person" within
the mea,ing of Section 7701(a)(30) of the Internal Revenue Code shall deliver to the Borrower a,d the
Administrciive Agent two (2) properly completoo aid duly exe:::utoo copies of Internal Revenue Service
Form W-9, or a,y successor form prescriba:I by the Internal Revenue Service, or such other documentation
or information prescriba:I by .;vplicci:>lelcm or rea&>nci:>ly requestoo by the Borrower or theAdministraive
Agent, as the case may be, certifying thci such Lender is a Unita:I States perron and is entitla:I to a,
exerrpti on from Unitoo Stcies backup withhol ding tax or informal.ion reporting requirements; and (ii) each
Lender that is not a "United States person" within the meaning of Section 7701(a)(30) of the Internal
Revenue Code (a " Non-U.S. Lender") shall deliver to the Borrower and theAdministrativeAgent: (A) two
(2) properIy compIeta:! and duly exe:::utoo copies of Internal Revenue Service Form W-8BEN or W-8B ENE, or any successor form prescribe'.:! by the Internal Revenue Service, (x) certifying Iha such Non-U.S.
Lender is entitla:I to the benefits under an income tax treaty to which the Uni too States is a party whicll
exerrpts the Non-U.S. Lender from Uni too States withholding tax or ra:luces the rate of withholding tax on
payments of interest for the account of sucll Non-U.S. Lender aid (y) with re;pect to any other cpplicci:>le
payments under or entera:I into in connection with any Loa, Document estci:>l ishing a, exerrption from, or
reduction of, United States withholding tax pursuant to the " business profits" or "other income" article of
such tax treay; (B) two (2) properly complaoo and duly exe:::uta:I copies of Internal Revenue Service Form
W-8ECI, or any successor form prescriba:I by the Internal Revenue Service, certifying thci the income
receivci:>le pursua,t to this Agreement and the other Loa, Documents is effectively connecta:I with the
conduct of a tra::le or business in the Unita:I States; (C) in the case of a Non-U.S. Lender claiming the
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(b) Other Taxes. In addition, each Loan Party agrees to pay any and all present or future stamp or court or documentary taxes and any other excise or property taxes, or similar charges or levies, which arise from any payment made pursuant to this Agreement, any Note or any other Loan Document or from the execution, delivery, performance, registration or enforcement of, or otherwise with respect to, this Agreement, any Note or any other Loan Document (collectively, “Other Taxes”). (c) Indemnification. Each Loan Party agrees to jointly and severally indemnify each Lender and the Administrative Agent for the full amount of Taxes and Other Taxes (including, without limitation, any Taxes or Other Taxes imposed or asserted by any jurisdiction on amounts payable under this Section 2.17(c)), whether or not correctly or legally asserted, paid by such Lender or Agent (as the case may be) and any liability (including penalties, interest and expenses) arising therefrom or with respect thereto as certified in good faith to the Borrower by each Lender or Agent seeking indemnification pursuant to this Section 2.17(c). This indemnification shall be paid within 15 days after such Lender or Agent (as the case may be) makes demand therefor. (d) Refunds or Credits. If a Lender or the Administrative Agent receives a refund, credit or other reduction from a taxation authority for any Taxes or Other Taxes for which it has been indemnified by any Loan Party or with respect to which any Loan Party has paid additional amounts pursuant to this Section 2.17, it shall within fifteen (15) days from the date of such receipt pay over the amount of such refund, credit or other reduction to the Borrower (but only to the extent of indemnity payments made or additional amounts paid by the Loan Parties under this Section 2.17 with respect to the Taxes or Other Taxes giving rise to such refund, credit or other reduction), net of all reasonable out-of-pocket expenses of such Lender or the
Administrative Agent (as the case may be) and without interest (other than interest paid by the relevant taxation authority with respect to such refund, credit or other reduction); provided, however, that each Loan Party agrees to repay, upon the request of such Lender or the Administrative Agent (as the case may be), the amount paid over to the Borrower (plus penalties, interest or other charges) to such Lender or the Administrative Agent in the event such Lender or the Administrative Agent is required to repay such refund or credit to such taxation authority. (e) Tax Forms and Certificates. On or before the date it becomes a party to this Agreement, from time to time thereafter if reasonably requested by the Borrower or the Administrative Agent, and at any time it changes its Applicable Lending Office: (i) each Lender that is a “United States person” within the meaning of Section 7701(a)(30) of the Internal Revenue Code shall deliver to the Borrower and the Administrative Agent two (2) properly completed and duly executed copies of Internal Revenue Service Form W-9, or any successor form prescribed by the Internal Revenue Service, or such other documentation or information prescribed by applicable law or reasonably requested by the Borrower or the Administrative Agent, as the case may be, certifying that such Lender is a United States person and is entitled to an exemption from United States backup withholding tax or information reporting requirements; and (ii) each Lender that is not a “United States person” within the meaning of Section 7701(a)(30) of the Internal Revenue Code (a “Non-U.S. Lender”) shall deliver to the Borrower and the Administrative Agent: (A) two (2) properly completed and duly executed copies of Internal Revenue Service Form W-8BEN or W-8BEN- E, or any successor form prescribed by the Internal Revenue Service, (x) certifying that such Non-U.S. Lender is entitled to the benefits under an income tax treaty to
which the United States is a party which exempts the Non-U.S. Lender from United States withholding tax or reduces the rate of withholding tax on payments of interest for the account of such Non-U.S. Lender and (y) with respect to any other applicable payments under or entered into in connection with any Loan Document establishing an exemption from, or reduction of, United States withholding tax pursuant to the “business profits” or “other income” article of such tax treaty; (B) two (2) properly completed and duly executed copies of Internal Revenue Service Form W-8ECI, or any successor form prescribed by the Internal Revenue Service, certifying that the income receivable pursuant to this Agreement and the other Loan Documents is effectively connected with the conduct of a trade or business in the United States; (C) in the case of a Non-U.S. Lender claiming the 26

benefits of the exemption for portfolio interest under Section 871(h) or Section 881(c) of the Internal Revenue Code, two (2) properly completed and duly executed copies of Internal Revenue Service Form W- 8BEN or W-8BEN-E, or any successor form prescribed by the Internal Revenue Service, together with a certificate substantially in the form of Exhibit E-1 to the effect that (x) such Non-U.S. Lender is not (1) a “bank” within the meaning of Section 881(c)(3)(A) of the Internal Revenue Code, (2) a “10-percent shareholder” of any Loan Party within the meaning of Section 871(h)(3)(B) of the Internal Revenue Code, or (3) a “controlled foreign corporation” that is described in Section 881(c)(3)(C) of the Internal Revenue Code and is related to any Loan Party within the meaning of Section 864(d)(4) of the Internal Revenue Code (a “U.S. Tax Compliance Certificate”) and (y) the interest payments in question are not effectively connected with a U.S. trade or business conducted by such Non-U.S. Lender; or (D) to the extent the Non- U.S. Lender is not the beneficial owner, two (2) properly completed and duly executed copies of Internal Revenue Service Form W-8IMY, or any successor form prescribed by the Internal Revenue Service, accompanied by an Internal Revenue Service Form W-8ECI, W-8BEN, W-8BEN-E, W-9, and/or other certification documents from each beneficial owner, including a U.S. Tax Compliance Certificate substantially in the form of Exhibit E-2 or E-3, as applicable; provided that if the Non-U.S. Lender is a partnership and one or more direct or indirect partners of such Lender are claiming the portfolio interest exemption, such Non-U.S. Lender may provide a U.S. Tax Compliance Certificate substantially in the form of Exhibit E-4 on behalf of each such direct or indirect partner. If a payment made to a Lender under any Loan Document would be subject to U.S. Federal withholding tax imposed by FATCA if such Lender fails
to comply with the applicable reporting requirements of FATCA (including those contained in Section 1471(b) or 1472(b) of the Internal Revenue Code, as applicable), such Lender shall deliver to the Borrower and the Administrative Agent at the time or times prescribed by law and at such time or times reasonably requested by the Borrower or the Administrative Agent such documentation prescribed by applicable law (including as prescribed by Section 1471(b)(3)(C)(i) of the Internal Revenue Code) and such additional documentation reasonably requested by the Borrower or the Administrative Agent as may be necessary for the Loan Parties and the Administrative Agent to comply with their obligations under FATCA and to determine that such Lender has complied with such Lender’s obligations under FATCA or to determine the amount to deduct and withhold from such payment. Solely for purposes of this clause (e), “FATCA” shall include any amendments made to FATCA after the date of this Agreement. In addition, each Lender agrees that from time to time after the Effective Date, when a lapse in time or change in circumstances renders the previous certification obsolete or inaccurate in any material respect, it will deliver to the Borrower and the Administrative Agent two new accurate and complete signed originals of Internal Revenue Service Form W-9, W-8BEN, W-8BEN-E, W-8ECI or W-8IMY or FATCA-related documentation described above, or successor forms, as the case may be, and such other forms as may be required in order to confirm or establish the entitlement of such Lender to a continued exemption from or reduction in United States withholding tax with respect to payments under this Agreement and any other Loan Document, or it shall immediately notify the Borrower and the Administrative Agent of its inability to deliver any such form or certificate. (f) Exclusions. No Loan Party shall be required to indemnify any Non-U.S.
Lender, or to pay any additional amount to any Non-U.S. Lender, pursuant to Section 2.17(a), (b) or (c) in respect of Taxes or Other Taxes to the extent that the obligation to indemnify or pay such additional amounts would not have arisen but for the failure of such Non-U.S. Lender to comply with the provisions of subsection (e) above. (g) Mitigation. If any Loan Party is required to pay additional amounts to or for the account of any Lender pursuant to this Section 2.17, then such Lender will use reasonable efforts (which shall include efforts to rebook the Loans held by such Lender to a new Applicable Lending Office, or through another branch or affiliate of such Lender) to change the jurisdiction of its Applicable Lending Office if, in the good faith judgment of such Lender, such efforts (i) will eliminate or, if it is not possible to eliminate, reduce to the greatest extent possible any such additional payment which may thereafter accrue and (ii) is not otherwise disadvantageous, in the sole determination of such Lender, to such Lender. Any Lender claiming any indemnity payment or additional amounts payable pursuant to this Section shall use 27

rea:oncble efforts (consistent with legal a,d regulatory restrictions) to deliver to Borrower a,y certificae
or document reas:>ncbl y requested in writing by the Borrower or to cha,ge the j uri ooi cti on of its Appl i cool e
Lending Office if the ma<ing of such a filing or cha,gewould avoid the need for or reduce the amount of
a,y such indemnity payment or additional anounts that may theredter accrue and would not, in the role
determination of such Lender, be otherwise di sadva,tagoous to such Lender.
(h)
Confidentiality. Nothing contaned in this Se'.:tion shall require a,y Lender or the
AdministraiveAgent to ma<e avai lcblea,y of its tax returns (or a,y other information tha it deems to be
confidential or proprietary).
Se'.:tion 2.18
Base RateLoa,s Substituted for Affected Euro-Dol lar Loais. If (a) the obligction
of a,y Lender to ma<e or maintain, or to convert outsta,ding Loa,s to, Euro-Dollar Loa,s has been
suspended pursua,t to Se'.:tion 2.15 or (b) a,y Lender has demanded compensation under Se'.:tion 2.16(a)
with re:pect to its Euro-Dol lar Loa,s and, in a,y such case, the Borrower shall, by a least four Business
Days' prior notice to such Lender through the Administrative Agent, have elected that the provisions of this
Se'.:tion shall apply to such Lender, then, unless and until such Lender notifies the Borrower thci the
circumsta,cesgiving rise to such suspension or demand for compensation no longer apply:
(i)
al l Loa,s which would otherwise be made by such Lender as (or continued as or
converted into) Euro-Dollar Loais shall instea:l be Base Rae Loais (on which interest aid
principal shal l be paycble contempora,eously with the relaed Euro-Dol lar Loa,s of the other
Lenders); aid
(ii)
after eoch of its Euro-Dollar Loa,s has been repaid, al l payments of principal tha
would otherwise be appl ied to repay such Loais shall instea:l be applied to repay its Base Rate
Loa,s.
If such Lender notifi es the Borrower that the ci rcumsta,ces giving rise to such notice no longer apply, the
principal amount of eoch such Base Rate Loa, shall be converted into a Euro-Dol lar Loa, on the first day
of the next succeeding Interest Period appliccble to the related Euro-Dol lar Loa,s of the other Lenders.
ARTICLE Il l
[RESERVED]
ART ICLE IV
CONDIT IONS
Se'.:tion 4.01
Conditions to Closing. The obligaion of eoch Lender to ma<e a Loa, hereunder
is subject to the sciisfaction of the fol lowing conditions:
(a)
This Agreement. TheAdministraiveAgent shall have received counterparts heroof signed
by eoch of the parties hereto (or, in the case of a,y party as to which a, executed counterpart shall not have
been received, receipt by theAdministraiveAgent in form satisfactory to it of telegraphic, telex, facsimile
or other written confirmation from such party of execution of a counterpart heroof by such party) to be held
in f!:/JOW and to be del ivered to the Borrower upon satisfaction of the other conditions set forth in this
Se'.:tion 4.01 .
(b)
Notes. On or prior to the Effective Dae, the Administrative Agent shall have received a
duly executed Note for the account of eoch Lender requesting delivery of a Note pursua,t to Se'.:tion 2.05.
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reasonable efforts (consistent with legal and regulatory restrictions) to deliver to Borrower any certificate or document reasonably requested in writing by the Borrower or to change the jurisdiction of its Applicable Lending Office if the making of such a filing or change would avoid the need for or reduce the amount of any such indemnity payment or additional amounts that may thereafter accrue and would not, in the sole determination of such Lender, be otherwise disadvantageous to such Lender. (h) Confidentiality. Nothing contained in this Section shall require any Lender or the Administrative Agent to make available any of its tax returns (or any other information that it deems to be confidential or proprietary). Section 2.18 Base Rate Loans Substituted for Affected Euro-Dollar Loans. If (a) the obligation of any Lender to make or maintain, or to convert outstanding Loans to, Euro-Dollar Loans has been suspended pursuant to Section 2.15 or (b) any Lender has demanded compensation under Section 2.16(a) with respect to its Euro-Dollar Loans and, in any such case, the Borrower shall, by at least four Business Days’ prior notice to such Lender through the Administrative Agent, have elected that the provisions of this Section shall apply to such Lender, then, unless and until such Lender notifies the Borrower that the circumstances giving rise to such suspension or demand for compensation no longer apply: (i) all Loans which would otherwise be made by such Lender as (or continued as or converted into) Euro-Dollar Loans shall instead be Base Rate Loans (on which interest and principal shall be payable contemporaneously with the related Euro-Dollar Loans of the other Lenders); and (ii) after each of its Euro-Dollar Loans has been repaid, all payments of principal that would otherwise be applied to repay such Loans shall instead be applied to repay its Base Rate Loans. If such Lender notifies the Borrower that the circumstances giving rise to such
notice no longer apply, the principal amount of each such Base Rate Loan shall be converted into a Euro-Dollar Loan on the first day of the next succeeding Interest Period applicable to the related Euro-Dollar Loans of the other Lenders. ARTICLE III [RESERVED] ARTICLE IV CONDITIONS Section 4.01 Conditions to Closing. The obligation of each Lender to make a Loan hereunder is subject to the satisfaction of the following conditions: (a) This Agreement. The Administrative Agent shall have received counterparts hereof signed by each of the parties hereto (or, in the case of any party as to which an executed counterpart shall not have been received, receipt by the Administrative Agent in form satisfactory to it of telegraphic, telex, facsimile or other written confirmation from such party of execution of a counterpart hereof by such party) to be held in escrow and to be delivered to the Borrower upon satisfaction of the other conditions set forth in this Section 4.01. (b) Notes. On or prior to the Effective Date, the Administrative Agent shall have received a duly executed Note for the account of each Lender requesting delivery of a Note pursuant to Section 2.05. 28

(c)
Officers' Certificate. The Administrative Agent shal I have re:::eived a certifica:e dated the
Effective Date signed on behaf of each Loan Paiy by any Authorized Officer of such Loan Paiy staing
tha (A) on the Effective Date and after giving etfect to the Loans being made on the Effective Dale, no
Deta.Jlt shal have occurred and be continuing, and (B) the representations and warranti es of such Loan
Party contaned in the Loan Documents are true and correct on and asof the Effective Dae, except to the
extent that such representations and wa-rantiesspecifically refer to an ea-lier dae, in which case they were
true and correct as of such ea-lier dae.
(d)
Secretary's Certificates. On the Effective Date, the Administraive Agent shal l have
re:::eived (i) a certifica:e of the Secretary of Stae (or equivalent body) of the juriroiction of incorporaion
dated as of a recent date, as to the good standing of each Loan Party and (ii) a certifica:e of the Secretary
or an As.5istant Secretary of each Loan Party daed the Effective Dae and certifying (A) tha atached
thereto isa true, correct and complete copy of (x) theartides of incorporation of such Loan Party certified
by the Secretary of State (or equi va ent body) of the j uri roi cti on of incorporation of such Loan Party and
(y) the byla.ivs of such Loan Party, (B) as to the absence of dissolution or liquidation proceedings by or
aga nst such Loan Party, (C) tha attached thereto is a true, correct and compIete copy of reool uti ons adq:>ted
by the boa-d of directors of such Loan Party a.Jthorizing the exerution, delivery and performance of the
Loan Documents to which such Loan Party is a party and each other document delivered in connection
here.vith or there.vith and tha such resolutions have not been amended and are in full force and effect on
the date of such certi ti ca:e and ( D) as to the incumbency and sped men signatures of each officer of such
Loan Party exocuting the Loan Documents to which such Loan Party is a party or any other document
delivered in connection here.vith or there.vi th.
(e)
Opinions of Counsel . On the Effective Date, theAdministraiveAgent sha l havere:::eived
from counsel to the Loan Parties, q:iinions addressed to the Administrative Agent and each Lender, daed
the Effective Dae, substantially in the form of Exhibit D hereto.
(f)
Consents. All necessary governmental (dolll€Slic or foreign), regulatory and third party
cpprova s, if any, authorizing borrowings hereunder in connection with the transactions conternplaed by
this Agreement and the other Loan Documentsshal have been obtaned and rernan in full force and effect,
in each case without any action being ta<en by any competent a.Jthority which could restrain or prevent
such transaction or impose, in the ra:ronable judgment of the Administraive Agent, maerially adverse
conditions upon the consummai on of such transactions.
(g)
Payment of Fees. All costs, fees and expenses due to the Administrative Agent and the
Lenders accrued through the Effective Dae shall have been pad in full.
(h)
Counsel Fees. The Administraive Agent shall have re:::eived ful l payment from the
Borrower of the fees and expenses of Davis Polk & Wa-dwell LLP described in Soction 9.03 which ere
bi lled through the Effective Date and which have been invoiced one Business Day prior to the Effective
Dae.
(i)
Know Your Customer. TheAdministraiveAgent and each Lender shal l have re:::eived al
documentation and other information required by regulatory authoriti es under applicable " know your
customer" and anti-money la.Jndering rules and regulaions, including, without limitation, the Pctriot Act,
as has been reEronably requested in writing.

G)
Notice of Borrowing. TheAdministrativeAgent sha l havere:::eived a Notice of Borrowing
as required by Soction 2.03.
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(c) Officers’ Certificate. The Administrative Agent shall have received a certificate dated the Effective Date signed on behalf of each Loan Party by any Authorized Officer of such Loan Party stating that (A) on the Effective Date and after giving effect to the Loans being made on the Effective Date, no Default shall have occurred and be continuing, and (B) the representations and warranties of such Loan Party contained in the Loan Documents are true and correct on and as of the Effective Date, except to the extent that such representations and warranties specifically refer to an earlier date, in which case they were true and correct as of such earlier date. (d) Secretary’s Certificates. On the Effective Date, the Administrative Agent shall have received (i) a certificate of the Secretary of State (or equivalent body) of the jurisdiction of incorporation dated as of a recent date, as to the good standing of each Loan Party and (ii) a certificate of the Secretary or an Assistant Secretary of each Loan Party dated the Effective Date and certifying (A) that attached thereto is a true, correct and complete copy of (x) the articles of incorporation of such Loan Party certified by the Secretary of State (or equivalent body) of the jurisdiction of incorporation of such Loan Party and (y) the bylaws of such Loan Party, (B) as to the absence of dissolution or liquidation proceedings by or against such Loan Party, (C) that attached thereto is a true, correct and complete copy of resolutions adopted by the board of directors of such Loan Party authorizing the execution, delivery and performance of the Loan Documents to which such Loan Party is a party and each other document delivered in connection herewith or therewith and that such resolutions have not been amended and are in full force and effect on the date of such certificate and (D) as to the incumbency and specimen signatures of each officer of such Loan Party executing the Loan Documents to which such Loan Party is a party or
any other document delivered in connection herewith or therewith. (e) Opinions of Counsel. On the Effective Date, the Administrative Agent shall have received from counsel to the Loan Parties, opinions addressed to the Administrative Agent and each Lender, dated the Effective Date, substantially in the form of Exhibit D hereto. (f) Consents. All necessary governmental (domestic or foreign), regulatory and third party approvals, if any, authorizing borrowings hereunder in connection with the transactions contemplated by this Agreement and the other Loan Documents shall have been obtained and remain in full force and effect, in each case without any action being taken by any competent authority which could restrain or prevent such transaction or impose, in the reasonable judgment of the Administrative Agent, materially adverse conditions upon the consummation of such transactions. (g) Payment of Fees. All costs, fees and expenses due to the Administrative Agent and the Lenders accrued through the Effective Date shall have been paid in full. (h) Counsel Fees. The Administrative Agent shall have received full payment from the Borrower of the fees and expenses of Davis Polk & Wardwell LLP described in Section 9.03 which are billed through the Effective Date and which have been invoiced one Business Day prior to the Effective Date. (i) Know Your Customer. The Administrative Agent and each Lender shall have received all documentation and other information required by regulatory authorities under applicable “know your customer” and anti-money laundering rules and regulations, including, without limitation, the Patriot Act, as has been reasonably requested in writing. (j) Notice of Borrowing. The Administrative Agent shall have received a Notice of Borrowing as required by Section 2.03. 29

(k)
No Defailt. lmme::liately before aid after giving effect to the ma<ing of the Locns on the
Effective Date, no Defailt shall have occurred aid be continuing.
(I)
Ra:>resentations a,d Wa-ra,ties. The rtl)resentations a,d wa-ra,ties of the Locn Pa1ies
contained in this Agreement a,d the other Locn Documents shall be true and correct on a,d as of the
Effective Dae, except to the extent that such rtl)resentations a,d wa-ra,ties spocifically refer to a, earlier
date, in which case they were true a,d correct as of such earlier date.
ARTICLE V
REPRESENTATIONSAND WARRANTIES
The Gua-a,tor rtl)resents a,d wa-ra,ts that, a,d as to the Borrower, the Borrower rtl)resents a,d
wa-ra,ts thci:
Soction 5.01
Stcius. The Borrower is a corporation duly orga,ized, validly existing aid in good
sta,ding under the laws of the State of Delawa-ea,d has the corporate aithority to execute a,d del iver this
Agreement a,d eoch other Locn Document to which it is a pa-ty and perform its obligations hereunder and
thereunder. The Gua-a,tor is a corporation duly orga,i zed, val i di y existing and in good sta,di ng under the
laws of the Commonweath of Pennsylva,ia aid has the corporate aithority to exECUte and deliver this
Agreement aid eoch other Locn Document to which it isapa-ty and perform its obligations hereunder aid
thereunder.
Soction 5.02 Authority; No Conflict. The execution, delivery a,d performa,oe by ea::h Locn
Pa1y of this Agreement aid ea::h other Loa1 Document to which it isapa-ty have been duly a.ithorized by
all necessa-y corporate action a,d do not violate(i) a,y provision of law or regulation, or a,y decree, order,
writ or j udgment, (ii) a,y provision of its a-tides of incorporation or bylaNs, or (i ii) result in thebrea::h of
or constitute a dEtail t under a,y indenture or other agreement or instrument to which such L oa1 Pa1y is a
pa-ty.
Soction 5.03
La;iality; Etc. This Agreement a,d ea::h other Loa1 Document (other tha, the
Notes) to which such Loa1 Pa1y isa pa-ty constitute the legal , valid a,d binding obligations of such Loa1
Pa1y, a,d the Notes, when exECUted aid delivered in ax:orda,oewith this Agreement, will constitute legal ,
valid aid binding obligaionsof the Borrower, in eoch caseenforceooleagainst the Borrower in accorda,ce
with their terms except to the extent limited by (a) ba,kruptcy, inrolvency, fraidulent conveya,oe or
reorga,izalion laws or by other simila- laNs relating to or affecting the enforceooility of creditors' rights
generally a,d by general equitable principles which may limit the right to obtain equitable remedies
regardless of whether enforcanent is considered in a proceeding of law or equity or (b) a,y applicable
public policy on enforceooility of provisions relating to contribution a,d indemnifica:ion.
Soction 5.04

Fina,cial Condition.

(a)
Audited Finaicial Statements. The conoolidated bala,ce sheet of the Gua-a,tor a,d its
Conoolidated Subsidia-iesasof December 31, 2019 aid the related conrolidated statements of income aid
cash flows for the fis::al yesr then ended, rtl)orted on by Ernst & Young, LLP, copies of which have been
delivered to eoch of theAdministrativeAgent a,d the Lenders, fairly present, in conformity with GAAP,
the conoolidated fina,cial position of the Gua-a,tor aid its Conoolidated Subsidia-ies as of such date aid
their conoolidated results of operations aid cash flows for such fis::al year.
(b)

[Intentionally Omitted].
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(k) No Default. Immediately before and after giving effect to the making of the Loans on the Effective Date, no Default shall have occurred and be continuing. (l) Representations and Warranties. The representations and warranties of the Loan Parties contained in this Agreement and the other Loan Documents shall be true and correct on and as of the Effective Date, except to the extent that such representations and warranties specifically refer to an earlier date, in which case they were true and correct as of such earlier date. ARTICLE V REPRESENTATIONS AND WARRANTIES The Guarantor represents and warrants that, and as to the Borrower, the Borrower represents and warrants that: Section 5.01 Status. The Borrower is a corporation duly organized, validly existing and in good standing under the laws of the State of Delaware and has the corporate authority to execute and deliver this Agreement and each other Loan Document to which it is a party and perform its obligations hereunder and thereunder. The Guarantor is a corporation duly organized, validly existing and in good standing under the laws of the Commonwealth of Pennsylvania and has the corporate authority to execute and deliver this Agreement and each other Loan Document to which it is a party and perform its obligations hereunder and thereunder. Section 5.02 Authority; No Conflict. The execution, delivery and performance by each Loan Party of this Agreement and each other Loan Document to which it is a party have been duly authorized by all necessary corporate action and do not violate (i) any provision of law or regulation, or any decree, order, writ or judgment, (ii) any provision of its articles of incorporation or bylaws, or (iii) result in the breach of or constitute a default under any indenture or other agreement or instrument to which such Loan Party is a party. Section 5.03 Legality; Etc. This Agreement and each other Loan Document (other than the Notes) to which such
Loan Party is a party constitute the legal, valid and binding obligations of such Loan Party, and the Notes, when executed and delivered in accordance with this Agreement, will constitute legal, valid and binding obligations of the Borrower, in each case enforceable against the Borrower in accordance with their terms except to the extent limited by (a) bankruptcy, insolvency, fraudulent conveyance or reorganization laws or by other similar laws relating to or affecting the enforceability of creditors’ rights generally and by general equitable principles which may limit the right to obtain equitable remedies regardless of whether enforcement is considered in a proceeding of law or equity or (b) any applicable public policy on enforceability of provisions relating to contribution and indemnification. Section 5.04 Financial Condition. (a) Audited Financial Statements. The consolidated balance sheet of the Guarantor and its Consolidated Subsidiaries as of December 31, 2019 and the related consolidated statements of income and cash flows for the fiscal year then ended, reported on by Ernst & Young, LLP, copies of which have been delivered to each of the Administrative Agent and the Lenders, fairly present, in conformity with GAAP, the consolidated financial position of the Guarantor and its Consolidated Subsidiaries as of such date and their consolidated results of operations and cash flows for such fiscal year. (b) [Intentionally Omitted]. 30

(c)
Maerial Adverse Cha,ge. Since Docember 31 , 2019 there has bea"I no cha,ge in the
business, assets, fina,cial condition or operaions of the Gua-a,tor a,d its Conoolidated Subsidia-ies,
considered as a whole tha would mcterially a,d adversel y affect the Guarantor's ability to perform a,y of
its obligations under this Agreement, the Notes or the other Loa, Documents. Since Docember 31, 2019
there has been no cha,ge in the business, assets, fi na,cial condition or operations of the Borrower that
would mcterially a,d adversely affect the Borrower's abi lity to perform a,y of its obligaions under this
Agreement, the Notes or the other Loa, Documents.
Soction 5.05
Litigation. Except as diooosed in or cont€frl)laoo by the Guarantor's Annual
R€port on Form 10-K filoo with the SEC for the fisca yecr ended Docember 31, 2019, or a,y subse::iuent
r€port of the Gua-a,tor fi led with the SEC on a Form 10-K, 10-Q or 8-K R€port or otherwisefurnisnoo in
writing to theAdministraiveAgent a,d each Lender, no litigaion, a-bitraion or administraiveproceeding
aganst the Gua-antor or any of its Subsidia-ies is pending or, to the Gua-antor's knowlooge, threatena::i,
which would rea9)flably be expectoo to maerially a,d adversely affect the ability of any Loan Pa1y to
perform a,y of itsobligaions under this Agreement, the Notes or the other Loa, Documents. There is no
litigation, a-bitration or administraive proceeding pending or, to the knowlooge of a,y Loa, Pa1y,
threatenoo which questions the val idity of this Agreement or the other Loa, Documents to which it is a

pa-ty.
Soction 5.06
No Violaion. No part of the proceeds of the borrowings by hereunder will be
used, directly or indirectly by the Borrower for the purpose of purchasing or carrying any "margin stock"
within the mea,i ng of Regulation U of the Boa-d of Governors of the Fooeral Reserve System, or for any
other purpose which violaes, or which conflicts with, the provisions of Regulations U or X of said Boa-d
of Governors. The Borrower is not engagoo principally, or as one of its importa,t activities, in the business
of extending credit for the pu.rpose of purchasing or carrying any such "margin stock".
Soction 5.07
ERIS<\. Each member of the ERIS<\ Group has fulfilloo its obligations under the
minimum funding standa-ds of ERIS<\ and the lnterna Revenue Code with respect to ea::h Material Plan
a,d is in complia,ce in all material respects with the presently cpplicable provisions of ERIS<\ and the
lnterna Revenue Code with respect to each Material Pia,. No member of the ERIS<\ Group has(i) sought
a waver of the mini mum funding sta1da-d under Socti on 412 of the Internal Revenue Code in respect of
any Maerial Plan, (ii) faloo to make any contribution or payment to any Maerial Plan, or made any
amendment to a,y Material Pia,, which has resultoo or could result in the imposition of a Lien or the
posting of a bond or other sa:urity under ERIS<\ or the Internal Revenue Code or (i ii) incurred any material
liability under Title IV of ERIS<\ other tha, a liabil ity to the PBGC for premiums under Soction 4007 of
ERIS<\.
Soction 5.08
Governmental Approvals. No authorization, consent or cpproval from a,y
Governmental Authority is requiroo for the execution, da ivery a,d performa,ceby any Loa, Pa1y of this
Agreement, the Notes and the other Loa, Documents to which it is a party and except such authorizations,
consents and cpprovalsas snall have been obtanoo prior to the Effective Date and shall be in full force and
effect.
Soction 5.09
Investment Cornpany Act. Neither the Borrower nor the Gua-antor is a,
"investment company" within the meaning of the Investment Company Act of 1940, as amended, or
requi roo to register as an investment company under such A ct.
Soction 5.10
Tax Ra:urns a,d Payments. Each Loa, Pa1y has fi led or caused to be filed all
Fooeral, stae, local a,d foreign income tax ra:urnsrequiroo to havebea"I filoo by it and has pad or caused
to be pad al I income taxes snown to be due on such ra:urns except income taxes tha a-e being contestEd
in good fath by appropriate proceedings and for which such Loa, Pa1y snall have sa: aside on its books
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(c) Material Adverse Change. Since December 31, 2019 there has been no change in the business, assets, financial condition or operations of the Guarantor and its Consolidated Subsidiaries, considered as a whole that would materially and adversely affect the Guarantor’s ability to perform any of its obligations under this Agreement, the Notes or the other Loan Documents. Since December 31, 2019 there has been no change in the business, assets, financial condition or operations of the Borrower that would materially and adversely affect the Borrower’s ability to perform any of its obligations under this Agreement, the Notes or the other Loan Documents. Section 5.05 Litigation. Except as disclosed in or contemplated by the Guarantor’s Annual Report on Form 10-K filed with the SEC for the fiscal year ended December 31, 2019, or any subsequent report of the Guarantor filed with the SEC on a Form 10-K, 10-Q or 8-K Report or otherwise furnished in writing to the Administrative Agent and each Lender, no litigation, arbitration or administrative proceeding against the Guarantor or any of its Subsidiaries is pending or, to the Guarantor’s knowledge, threatened, which would reasonably be expected to materially and adversely affect the ability of any Loan Party to perform any of its obligations under this Agreement, the Notes or the other Loan Documents. There is no litigation, arbitration or administrative proceeding pending or, to the knowledge of any Loan Party, threatened which questions the validity of this Agreement or the other Loan Documents to which it is a party. Section 5.06 No Violation. No part of the proceeds of the borrowings by hereunder will be used, directly or indirectly by the Borrower for the purpose of purchasing or carrying any “margin stock” within the meaning of Regulation U of the Board of Governors of the Federal Reserve System, or for any other purpose which violates, or which conflicts with, the provisions of Regulations U
or X of said Board of Governors. The Borrower is not engaged principally, or as one of its important activities, in the business of extending credit for the purpose of purchasing or carrying any such “margin stock”. Section 5.07 ERISA. Each member of the ERISA Group has fulfilled its obligations under the minimum funding standards of ERISA and the Internal Revenue Code with respect to each Material Plan and is in compliance in all material respects with the presently applicable provisions of ERISA and the Internal Revenue Code with respect to each Material Plan. No member of the ERISA Group has (i) sought a waiver of the minimum funding standard under Section 412 of the Internal Revenue Code in respect of any Material Plan, (ii) failed to make any contribution or payment to any Material Plan, or made any amendment to any Material Plan, which has resulted or could result in the imposition of a Lien or the posting of a bond or other security under ERISA or the Internal Revenue Code or (iii) incurred any material liability under Title IV of ERISA other than a liability to the PBGC for premiums under Section 4007 of ERISA. Section 5.08 Governmental Approvals. No authorization, consent or approval from any Governmental Authority is required for the execution, delivery and performance by any Loan Party of this Agreement, the Notes and the other Loan Documents to which it is a party and except such authorizations, consents and approvals as shall have been obtained prior to the Effective Date and shall be in full force and effect. Section 5.09 Investment Company Act. Neither the Borrower nor the Guarantor is an “investment company” within the meaning of the Investment Company Act of 1940, as amended, or required to register as an investment company under such Act. Section 5.10 Tax Returns and Payments. Each Loan Party has filed or caused to be filed all Federal, state, local and foreign income tax returns required to have been
filed by it and has paid or caused to be paid all income taxes shown to be due on such returns except income taxes that are being contested in good faith by appropriate proceedings and for which such Loan Party shall have set aside on its books 31

cpprq:>riate reserves with re.:pect thereto in occordence with GAAP or tha would not r€09)na:>ly be
expected to have a Material Adverse Effect.
Section 5.11

Corrpl i ence with Laws.

(a)
To the knowledge of the Guarentor, the Guarentor end its Maerial Subsdiaries are in
complience with all cpplical:>le laws, regulations end orders of eny GovErnmental Authority, domestic or
foreign, in re.:poct of the conduct of their re.:pective busines5e5 and the ownership of their re.:pective
prq:>erty (including, without limitation, compliance with all cpplical:>le ERISA. end Environmental Laws
end the requirements of eny permits isg_ia:J under such Environmental Lcms), except to the extent (i) such
complience is being contested in good fath by cpprq:>riate proceedings or (ii) non-complience would not
r€09)na:>ly be expected to material ly and adversely affect the ct>ility of the Loan Parties to perform eny of
their re.:pecti ve obi igai ons under this Agreement, the Notes or any other Loan Document to which they are
a party.
(b)
To the knowIa:Jge of the Borrower, the Borrower is in compIi ence with al I cppl i cal:>! e Iaws,
regulaionsand orders of any Governmental Authority, domestic or foreign, in re.:pect of the conduct of its
business, except to the extent (i) such complience is being contested in good fath by cpprq:>riate
proceedings or (ii) non-compliance would not r€09)na:>ly beexpecta:J to maerially end adversely affect the
ct>ility of the Borrower to perform eny of itsobligaionsunder this Agreement, the Notes or eny other Loan
Document to which it is a party.
Section 5.12

No Default. No Default has occurred end is continuing.

Section 5.13

Environmental Matters.

(a)
Except (x) asdisdosed in or contemplata:J by the Guarantor's Annual Report on Form 10K filed with the SEC for the fiocal yea- ended December 31, 2019, or in any subsequent report of the
Guarantor fila:J with the SEC on a Form 10-K, 10-Q or 8-K Report, or otherwisefurnisha:J in writing to the
Administraive Agent and eoch Lender, or (y) to the extent that the liabilities of the Guarentor and its
Subsidiaries, taken as a whole, tha relae to or could r€09)na:>ly be expected to result from the maters
referred to in daises(i) through (iii) below of this Section 5.13(a). inclusive, would not rearonct>ly be
expected to result in a Maerial Adverse Effect:
no notice, notification, citaion, summons, corrplant or order has been rroaived
(i)
by the Guarantor or any of its Subsidiaries, no penalty has been assessa:J nor is any investigation
or review- pending or, to the Guarantor's or any of its Subsidiaries' knowledge, threetena:J by eny
governmental or other entity with re.:pect to eny (A) alleged violaion by or lict>ility of the
Guarentor or eny of its Subsidiaries of or under eny Environmental Law, (B) alleged falureby the
Guarantor or any of its Subsi diaries to have any environmental permit, certificate, Ii cense, cpproval ,
registration or authorization required in connection with the conduct of its business or (C)
generation, storage, treetment, disposal, trensportai on or rel ease of Hazardous Substances;
(ii)
to the Guarantor's or any of its Subsidiaries' knowledge, no Hazardous Substance
has been released (and no written notification of such release has been filed) (whether or not in a
reportct>le or threshold plenning quentity) a , in, from, on or under eny prq:>erty now or previously
owned, Ieased or q:>erata:J by the Guarentor or any of its Subsi diaries; end
(iii)
no prq:>erty now or previously owna:J, leased or q:>erala:J by the Guarantor or any
of its Subsidiaries or, to the Guarentor's or any of its Subsidiaries' knowla:Jge, eny prq:>erty to
which the Guarentor or eny of its Subsidiaries has, directly or indirectly, trensported or arranged
32

appropriate reserves with respect thereto in accordance with GAAP or that would not reasonably be expected to have a Material Adverse Effect. Section 5.11 Compliance with Laws. (a) To the knowledge of the Guarantor, the Guarantor and its Material Subsidiaries are in compliance with all applicable laws, regulations and orders of any Governmental Authority, domestic or foreign, in respect of the conduct of their respective businesses and the ownership of their respective property (including, without limitation, compliance with all applicable ERISA and Environmental Laws and the requirements of any permits issued under such Environmental Laws), except to the extent (i) such compliance is being contested in good faith by appropriate proceedings or (ii) non-compliance would not reasonably be expected to materially and adversely affect the ability of the Loan Parties to perform any of their respective obligations under this Agreement, the Notes or any other Loan Document to which they are a party. (b) To the knowledge of the Borrower, the Borrower is in compliance with all applicable laws, regulations and orders of any Governmental Authority, domestic or foreign, in respect of the conduct of its business, except to the extent (i) such compliance is being contested in good faith by appropriate proceedings or (ii) non-compliance would not reasonably be expected to materially and adversely affect the ability of the Borrower to perform any of its obligations under this Agreement, the Notes or any other Loan Document to which it is a party. Section 5.12 No Default. No Default has occurred and is continuing. Section 5.13 Environmental Matters. (a) Except (x) as disclosed in or contemplated by the Guarantor’s Annual Report on Form 10- K filed with the SEC for the fiscal year ended December 31, 2019, or in any subsequent report of the Guarantor filed with the SEC on a Form 10-K, 10-Q or 8-K Report, or otherwise furnished in writing to the
Administrative Agent and each Lender, or (y) to the extent that the liabilities of the Guarantor and its Subsidiaries, taken as a whole, that relate to or could reasonably be expected to result from the matters referred to in clauses (i) through (iii) below of this Section 5.13(a), inclusive, would not reasonably be expected to result in a Material Adverse Effect: (i) no notice, notification, citation, summons, complaint or order has been received by the Guarantor or any of its Subsidiaries, no penalty has been assessed nor is any investigation or review pending or, to the Guarantor’s or any of its Subsidiaries’ knowledge, threatened by any governmental or other entity with respect to any (A) alleged violation by or liability of the Guarantor or any of its Subsidiaries of or under any Environmental Law, (B) alleged failure by the Guarantor or any of its Subsidiaries to have any environmental permit, certificate, license, approval, registration or authorization required in connection with the conduct of its business or (C) generation, storage, treatment, disposal, transportation or release of Hazardous Substances; (ii) to the Guarantor’s or any of its Subsidiaries’ knowledge, no Hazardous Substance has been released (and no written notification of such release has been filed) (whether or not in a reportable or threshold planning quantity) at, in, from, on or under any property now or previously owned, leased or operated by the Guarantor or any of its Subsidiaries; and (iii) no property now or previously owned, leased or operated by the Guarantor or any of its Subsidiaries or, to the Guarantor’s or any of its Subsidiaries’ knowledge, any property to which the Guarantor or any of its Subsidiaries has, directly or indirectly, transported or arranged 32

for the tra1~ortation of a1y Haza-dous Substa1ces, is listed or, to the Guaa1tor's or any of its
Subsidiaries' knowledge, proposed for listing, on the National A-iorities List promulgated pursua1t
to the Comprehensive Environmental Response, Compensation a1d Licbility Act of 1980, as
amended ("CERCLA"), on CERCLIS (as defined in CERCLA) or on any similar federal, state or
foragn list of sites requiring investigaion or clea,-up.
Exc:El)t as dioclosed in or contemplated by the Guarantor's Annual Report on Form 10-K
(b)
filed with the SEC for the fiscal yeg ended Decemb€r 31, 2019, or in a1y subsequent report of theGuaa1tor
filed with the SEC on a Form 10-K, 10-Q or 8-K Report, or otherwise furnished in writing to the
Administraive Agent and each Lender, to the Guarantor's knowledge, there ae no Environmental
Licbilities that have resulted or could rearoncbly beexpocted to result in a Maerial Adverse Effro.
(c)
For purposes of this Section 5.13. the terms "the Guaa1tor" and "Subsidiary" shall include
any business or business enti ty (including a corporaion) whicl1 isapredecesror, in whole or in pert, of the
Guaa1tor or any of its Subsi di ai es from the ti me such business or business entity bocane a Subsidiary of
the Guaa1tor.
Section 5.14

Mcterial Subsidiaiesa1d Ownership.

As of the Effroive Date, (i) Schedule 5.14 states the name of each of the Guarantor's
(a)
Maerial Subsidiaiesand its jurisdiction or jurisdictions of organization or incorporaion, ascppliccble, (ii)
exc:El)t asdi&:losed in Scha:lule5.14, each sucl1 Subsidiary isa Wholly Owna:l Subsidiay of theGuaantor,
and (iii) each of tbe Guarantor's Material Subsidiaiesis in good standing in the jurisdiction or jurisdictions
of its orga1ization or incorporation, as cppliccble, and has all corporate or other orga1izational powers to
cary on its businesses exc:El)t where failure to do oo would not rearonably be expected to have a Material
Adverse Effro.
(b)
Each oftbe Guarantor's Material Subsidiaries is duly orga1ized or incorporata:l and validly
existing under the lwsof the jurisdiction or jurisdictions of itsorga1ization or incorporation, ascppliccble.
Section 5.15
OFAC. None of the Borrower, the Guaa1tor a1y Subsidiary of the Guaantor,
nor, to the knowledge of the Guaa1tor or the Borrower, any dirroor, officer, or Affilicteof the Borrower,
the Guaantor or a1y of its Subsidiaies: (i) is a Sanctioned Pa-oon, (ii) has moretha110% of its assets in
Sanctioned Persons or in Sancti ona:l Countries, or (iii) derives more tha1 10% of its operating income from
investments in, or tra1sactions with Sanctiona:l Pa-oons or Sanctioned Countries. The proceeds of a1y
Loan wi ll not be usoo, dirroly or indirroly, to fund a1y activities or business of or with any Sanctioned
Pa-oon, or in any Sanctioned Country.
Section 5.16
Anti-Corruption. None of the Borrower, the Guaa1tor or a1y of its Subsidiaies
nor, to the knowla:lge of the Borrower or the Guaantor, any dirroor, officer, agent, employee or other
peroon acting on behalf of the Borrower or theGuaa1tor or a1y of its Subsidiaiesisa-Naeof or has taken
any action, dirroly or indirroly, tha would result in a violaion by sucl1 peroons of the Foragn Corrupt
Practices Act of I 977, as amended, and the rul es and regulations thereunder (the "FCPA") or any other
cppliccble anti-corruption lw; a1d the Loan Parties have instituta:l and maintain policies a1d procedures
designed to ensure conti nual compliance there.vith. No pert of the proceeds of the Loans will be usoo,
dirroly or indirroly, for any payments to a1y governmental official or employee, political perty, official
of a political perty, candidae for political office, or anyone else acting in a1 official ccpacity in violation
of the FCPA or any other cppl i ccbl e a1ti-corrupti on IaN.
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for the transportation of any Hazardous Substances, is listed or, to the Guarantor’s or any of its Subsidiaries’ knowledge, proposed for listing, on the National Priorities List promulgated pursuant to the Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended (“CERCLA”), on CERCLIS (as defined in CERCLA) or on any similar federal, state or foreign list of sites requiring investigation or clean-up. (b) Except as disclosed in or contemplated by the Guarantor’s Annual Report on Form 10-K filed with the SEC for the fiscal year ended December 31, 2019, or in any subsequent report of the Guarantor filed with the SEC on a Form 10-K, 10-Q or 8-K Report, or otherwise furnished in writing to the Administrative Agent and each Lender, to the Guarantor’s knowledge, there are no Environmental Liabilities that have resulted or could reasonably be expected to result in a Material Adverse Effect. (c) For purposes of this Section 5.13, the terms “the Guarantor” and “Subsidiary” shall include any business or business entity (including a corporation) which is a predecessor, in whole or in part, of the Guarantor or any of its Subsidiaries from the time such business or business entity became a Subsidiary of the Guarantor. Section 5.14 Material Subsidiaries and Ownership. (a) As of the Effective Date, (i) Schedule 5.14 states the name of each of the Guarantor’s Material Subsidiaries and its jurisdiction or jurisdictions of organization or incorporation, as applicable, (ii) except as disclosed in Schedule 5.14, each such Subsidiary is a Wholly Owned Subsidiary of the Guarantor, and (iii) each of the Guarantor’s Material Subsidiaries is in good standing in the jurisdiction or jurisdictions of its organization or incorporation, as applicable, and has all corporate or other organizational powers to carry on its businesses except where failure to do so would not reasonably be expected to have a Material Adverse Effect. (b) Each of the Guarantor’s
Material Subsidiaries is duly organized or incorporated and validly existing under the laws of the jurisdiction or jurisdictions of its organization or incorporation, as applicable. Section 5.15 OFAC. None of the Borrower, the Guarantor any Subsidiary of the Guarantor, nor, to the knowledge of the Guarantor or the Borrower, any director, officer, or Affiliate of the Borrower, the Guarantor or any of its Subsidiaries: (i) is a Sanctioned Person, (ii) has more than 10% of its assets in Sanctioned Persons or in Sanctioned Countries, or (iii) derives more than 10% of its operating income from investments in, or transactions with Sanctioned Persons or Sanctioned Countries. The proceeds of any Loan will not be used, directly or indirectly, to fund any activities or business of or with any Sanctioned Person, or in any Sanctioned Country. Section 5.16 Anti-Corruption. None of the Borrower, the Guarantor or any of its Subsidiaries nor, to the knowledge of the Borrower or the Guarantor, any director, officer, agent, employee or other person acting on behalf of the Borrower or the Guarantor or any of its Subsidiaries is aware of or has taken any action, directly or indirectly, that would result in a violation by such persons of the Foreign Corrupt Practices Act of 1977, as amended, and the rules and regulations thereunder (the “FCPA”) or any other applicable anti-corruption law; and the Loan Parties have instituted and maintain policies and procedures designed to ensure continued compliance therewith. No part of the proceeds of the Loans will be used, directly or indirectly, for any payments to any governmental official or employee, political party, official of a political party, candidate for political office, or anyone else acting in an official capacity in violation of the FCPA or any other applicable anti-corruption law. 33

ARTICLE VI
COVENANTS
Eoch Loa, Pa-ty cgrees tha: oo Iong as a-iy Lender has aiy Commitment hereunder or aiy anount
payrole hereunder or under a-iy Note or other Loa, Document remains unpad:
&rlion 6.01
lnforma:ion. The Loa, Pa-ties will deliver or caiseto be delivered to eoch of the
Lenda-s (it bang understood that the posting of the information r~uired in daises (a). (Q) and ill of this
&rlion 6.01 on the Borrower's website or the Guarantor's website (http://www.pplweb.com} or ma<ing
such informa:ion avala:>le on l ntralinks, SyndTra< (or simila- service) shal l be deemed to be effective
deli very to the Lenders):
(a)
Annual Finaicial Sta:ements. Promptly when availa:>le a-id in aiy event within ten (10)
days ctter the date such informa:ion is r~uired to be delivered to the SEC (or, if the Gua-aitor is not a
Public R~orting Compaiy, within one hundred aid five (105) days after the end of eoch fiscal yes of the
Gua-aitor), a conoolidated bala-ice sheet of the Gua-aitor a-id its Conoolidated Subsidia-ies as of the end
of such fiscal yes and the related conoolidated statements of income and cash flows for such fiscal yes
aid accompaiied by ai q::iinion thereon by ind~endent publicaccountaitsof recognized na:ional sta-iding,
which q::iinion shall state tha: such conoolida:ed finaicial sta:ements present fcirly the oonoolidated
finaicial position of the Gua-a-itor aid its Conoolidated Subsidia-ies as of the date of such finaicial
statements a-id the results of their q::ierations for the period covered by such finaicial statements in
oonformity with GAAPapplied on aoonsistent basis.
(b}
Quarterly Fina-icial Sta:ements. PrOfll)tly when availa:>le and in aiy event within ten (10)
days citer the date such informa:ion is r~uired to be delivered to the SEC (or, if the Gua-aitor is not a
Public R~orting COfll)a-iy, within sixty (60) daysafta-theend of eoch quarterly fiscal period in eoch fiscal
yes of the Gua-aitor (other tha-i the last quarterly fiscal period of the GUc¥'aitor)), a oonoolidated balaice
sheet of the Gua-aitor and its Conoolidated Subsidia-ies as of the end of such quarter and the related
conoolidated sta:ements of income and cash f lows for such fiscal quarter, all certified (subject to normal
yes-end audit adjustments) as to farness of presenta:ion, GAAP aid consistency by aiy Authorized
Officer of the GUc¥'aitor.
(c)
Officer's Certificate.. Simultaieously with the delivery of eoch set of finaicial stctements
referred to in subsections (a) and {Q} roove, a certificate of aiy Authorized Officer of the Gua-aitor, (i)
setting forth in recrona:>I e detai I the cal cul ati ons r~ui red to esta:>I i sh oompl i a-ice with the r~ui rements of
&rli on 6. 09 on the da:e of such ti naici al sta:ements aid (ii) stating whether there exists on the date of such
certificate aiy Defa.ilt and, if aiy Defa.ilt then exists, setting forth the details thereof aid the action which
the applica:>le Loa, Pa-ty is ta<ing or proposes to ta<ewith r~ect thereto.
(d)
Defa.ilt. Forthwith upon acquiring knowledge of the occurrence of aiy (i) Defa.ilt or
(ii) Event of Defa.ilt, in either caseacertificcteof ai Authorized Officer of theapplica:>leLoa, Pa-ty setting
forth the detals thereof aid the action which the applica:>le Loa, Party is ta<ing or prq::ioses to ta<e with
r~ect thereto.
(e)
Change in Borrower's Ratings. PrOfll)tly, upon aiy Authorized Officer obtaning
knowledge of aiy cha,gein a Borrower's Rating, a notice of such Borrower's Rating in effect after giving
effect to such change.
Securities Laws Filing. To the extent the Gua-aitor or the Borrowa- isa Public R~orting
(f)
Compaiy, promptly when avala:>le aid in aiy event within ten (10) days citer the da:e such information

34

ARTICLE VI COVENANTS Each Loan Party agrees that so long as any Lender has any Commitment hereunder or any amount payable hereunder or under any Note or other Loan Document remains unpaid: Section 6.01 Information. The Loan Parties will deliver or cause to be delivered to each of the Lenders (it being understood that the posting of the information required in clauses (a), (b) and (f) of this Section 6.01 on the Borrower’s website or the Guarantor’s website (http://www.pplweb.com) or making such information available on IntraLinks, SyndTrak (or similar service) shall be deemed to be effective delivery to the Lenders): (a) Annual Financial Statements. Promptly when available and in any event within ten (10) days after the date such information is required to be delivered to the SEC (or, if the Guarantor is not a Public Reporting Company, within one hundred and five (105) days after the end of each fiscal year of the Guarantor), a consolidated balance sheet of the Guarantor and its Consolidated Subsidiaries as of the end of such fiscal year and the related consolidated statements of income and cash flows for such fiscal year and accompanied by an opinion thereon by independent public accountants of recognized national standing, which opinion shall state that such consolidated financial statements present fairly the consolidated financial position of the Guarantor and its Consolidated Subsidiaries as of the date of such financial statements and the results of their operations for the period covered by such financial statements in conformity with GAAP applied on a consistent basis. (b) Quarterly Financial Statements. Promptly when available and in any event within ten (10) days after the date such information is required to be delivered to the SEC (or, if the Guarantor is not a Public Reporting Company, within sixty (60) days after the end of each quarterly fiscal period in each fiscal year of the Guarantor (other than the last quarterly fiscal period
of the Guarantor)), a consolidated balance sheet of the Guarantor and its Consolidated Subsidiaries as of the end of such quarter and the related consolidated statements of income and cash flows for such fiscal quarter, all certified (subject to normal year-end audit adjustments) as to fairness of presentation, GAAP and consistency by any Authorized Officer of the Guarantor. (c) Officer’s Certificate. Simultaneously with the delivery of each set of financial statements referred to in subsections (a) and (b) above, a certificate of any Authorized Officer of the Guarantor, (i) setting forth in reasonable detail the calculations required to establish compliance with the requirements of Section 6.09 on the date of such financial statements and (ii) stating whether there exists on the date of such certificate any Default and, if any Default then exists, setting forth the details thereof and the action which the applicable Loan Party is taking or proposes to take with respect thereto. (d) Default. Forthwith upon acquiring knowledge of the occurrence of any (i) Default or (ii) Event of Default, in either case a certificate of an Authorized Officer of the applicable Loan Party setting forth the details thereof and the action which the applicable Loan Party is taking or proposes to take with respect thereto. (e) Change in Borrower’s Ratings. Promptly, upon any Authorized Officer obtaining knowledge of any change in a Borrower’s Rating, a notice of such Borrower’s Rating in effect after giving effect to such change. (f) Securities Laws Filing. To the extent the Guarantor or the Borrower is a Public Reporting Company, promptly when available and in any event within ten (10) days after the date such information 34

isra:iuired to be delivered to the SEC, acq)y of a,y Form 10-K Report to the SEC a,d acq)y of a,y Form
10-Q Report to the SEC, a,d promptly upon the filing thereof, a,y other filings with the SEC.
(g)
ERISI\ Matters. If a,d when a,y member of the ERISI\ Group: (i) gives or isra:iuired to
give notice to the PBGC of any "reportable event" (as defined iu Section 4043 of ERISI\) with re;pEd to
a,y Maeria Aa, which might constitute grounds for a termination of such Aa, under Title IV of ERISI\,
or knows that thepla, ooministrator of a,y Materia Aa, has given or isra:iuired to givenoticeof a,y such
reportable a,ent, a cq)y of the notice of such reportable a,ent given or ra:iuired to be given to the PBGC;
(ii) recaves, with re;pEd to a,y Maeria Aa, tha is a Multi employer Aai, notice of aiy complete or
pcrtia withdra,.a liabi lity under Title IV of ERISI\, or notice that any Multiemployer Aa, is in
reorgaiization, is insolvent or has been terminaed, a cq)y of such notice; (ii i) recaves notice from the
PBGCunderTitlelVof ERISI\ of a, intent to terminate, imposemateria liability (othertha,forpremiums
under Sa::ti on 4007 of ERi St\) in re;pEd of, or appoint a trustee to oomi ni ster aiy M aeri a A ai, a cq)y of
such notice; (iv) appl ies for a waver of the minimum funding standcrd under Sa::tion 412 of the lnterna
Re1enue Code with re;pEd to a Maeria Aai, a cq)y of such applicaion; (v) gives notice of intent to
terminatea,y Aa, under Sa::tion 4041(c) of ERISI\, acq)y of such notice and other information filed with
the PBGC; (vi) gives notice of withdrat.a from aiy Aan pursuant to Sa::tion 4063 of ERISI\ , a copy of
such notice; or (vii) fa lsto make any payment or contribution to any Aai or makesa,y amendment toaiy
Aan which has resulted or could result in the imposition of a Lien or the posting of a bond or other security,
a cq)y of such notice, and in eoch case a certificate of the chief oo::ounting officer or controller of the
Borrower sating forth detai ls as to such ocrurrence and action, if aiy, which the Borrower or appl icable
member of the ERi St\ Group is ra:iui red or proposes to take.
(h)
Other Information. From time to time such ooditiona financia or other information
rega-di ng the fi nanci a condition, results of operations, properties, assEts or business of the Guara,tor or
any of its Subsidicries as any Lender may rearonably ra:iuest, and to the extent such Loan Party is a " legal
entity customer" under the Beneficial Ownership Regulation, such certifications as to its beneficial
ownership as any Lender shal rea9)nably ra:iuest to enable such Lender to corrply with the Beneficia
Ownership Regulation.
Each Loan Paiy hereby acknowledges that (a) theAdministrativeAgent will makeavalableto the
Lenders materias aid/or information provided by or on behaf of the Loan Paiies hereunder (collEdively,
" Borrower M aeri as") by posting the Borrower M ateri as on I ntra.. inks, SyndTrak or a,other si mi Ier
electronic system (tbe " Aaform") and (b) certain of the Lenders may be "public-side" Lenders (i.e.,
Lenders tha do not wish to reca ve maeri a non-public i nformai on with re;pEd to the Loan Paii es or their
re;pEdive securities) (each, a " Public Lender"). Each Loan Paiy hereby cgrees that it will use
commercialy rea9)nable efforts to identify tha portion of the Borrower Materias tha may be distributed
to the Public Lenders and tha (w) al such Borrower Materias sha l be cieEl'ly aid com=picuously mcrked
"PUBLIC" which, at a minimum, shall mean that the word "PUBLIC" shall appear prominently on the first
pcge thereof; (x) by making Borrower Materials " PUBLIC," the Borrower sha l be deemed to have
authorized the Administraive Agent and the Lenders to trea such Borrower Maerias as not contaning
any maeri a non-public i nformai on (athough it may be sensitive and proprietary) with re;pEd to any Loan
Paiy or its securities for purposes of United States Federa and stae securities lat.s (provided, however,
tha to the extent such Borrower Materias constitute lnformaion (as defined below), they shal betreaed
as set forth in Sa::tion 9.12); (y) a I Borrower Materials marked "PUBLIC" are permitted to be mooe
available through a portion of the Platform designated " Public Investor;" and (z) theAdministraiveAgent
shal be entitled to treat aiy Borrower Materials that are not marked "PUBLIC" as being suitable only for
posting (subjEd to Sa::tion 9.12) on a portion of the Platform not designated " Public Investor."
"lnfonnation" means all information received from the Gucrantor or any of its Subsidicries relating to the
Gucrantor or any of its Subsidicries or a,y of their re;pEdive businesses, other than any such information
tha is avalable to the Administrative Agent or aiy Lender on a nonconfidentia basis prior to disdosure
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is required to be delivered to the SEC, a copy of any Form 10-K Report to the SEC and a copy of any Form 10-Q Report to the SEC, and promptly upon the filing thereof, any other filings with the SEC. (g) ERISA Matters. If and when any member of the ERISA Group: (i) gives or is required to give notice to the PBGC of any “reportable event” (as defined in Section 4043 of ERISA) with respect to any Material Plan which might constitute grounds for a termination of such Plan under Title IV of ERISA, or knows that the plan administrator of any Material Plan has given or is required to give notice of any such reportable event, a copy of the notice of such reportable event given or required to be given to the PBGC; (ii) receives, with respect to any Material Plan that is a Multiemployer Plan, notice of any complete or partial withdrawal liability under Title IV of ERISA, or notice that any Multiemployer Plan is in reorganization, is insolvent or has been terminated, a copy of such notice; (iii) receives notice from the PBGC under Title IV of ERISA of an intent to terminate, impose material liability (other than for premiums under Section 4007 of ERISA) in respect of, or appoint a trustee to administer any Material Plan, a copy of such notice; (iv) applies for a waiver of the minimum funding standard under Section 412 of the Internal Revenue Code with respect to a Material Plan, a copy of such application; (v) gives notice of intent to terminate any Plan under Section 4041(c) of ERISA, a copy of such notice and other information filed with the PBGC; (vi) gives notice of withdrawal from any Plan pursuant to Section 4063 of ERISA, a copy of such notice; or (vii) fails to make any payment or contribution to any Plan or makes any amendment to any Plan which has resulted or could result in the imposition of a Lien or the posting of a bond or other security, a copy of such notice, and in each case a certificate of the chief accounting officer or controller of the
Borrower setting forth details as to such occurrence and action, if any, which the Borrower or applicable member of the ERISA Group is required or proposes to take. (h) Other Information. From time to time such additional financial or other information regarding the financial condition, results of operations, properties, assets or business of the Guarantor or any of its Subsidiaries as any Lender may reasonably request, and to the extent such Loan Party is a “legal entity customer” under the Beneficial Ownership Regulation, such certifications as to its beneficial ownership as any Lender shall reasonably request to enable such Lender to comply with the Beneficial Ownership Regulation. Each Loan Party hereby acknowledges that (a) the Administrative Agent will make available to the Lenders materials and/or information provided by or on behalf of the Loan Parties hereunder (collectively, “Borrower Materials”) by posting the Borrower Materials on IntraLinks, SyndTrak or another similar electronic system (the “Platform”) and (b) certain of the Lenders may be “public-side” Lenders (i.e., Lenders that do not wish to receive material non-public information with respect to the Loan Parties or their respective securities) (each, a “Public Lender”). Each Loan Party hereby agrees that it will use commercially reasonable efforts to identify that portion of the Borrower Materials that may be distributed to the Public Lenders and that (w) all such Borrower Materials shall be clearly and conspicuously marked “PUBLIC” which, at a minimum, shall mean that the word “PUBLIC” shall appear prominently on the first page thereof; (x) by marking Borrower Materials “PUBLIC,” the Borrower shall be deemed to have authorized the Administrative Agent and the Lenders to treat such Borrower Materials as not containing any material non-public information (although it may be sensitive and proprietary) with respect to any Loan Party or its securities for purposes of United
States Federal and state securities laws (provided, however, that to the extent such Borrower Materials constitute Information (as defined below), they shall be treated as set forth in Section 9.12); (y) all Borrower Materials marked “PUBLIC” are permitted to be made available through a portion of the Platform designated “Public Investor;” and (z) the Administrative Agent shall be entitled to treat any Borrower Materials that are not marked “PUBLIC” as being suitable only for posting (subject to Section 9.12) on a portion of the Platform not designated “Public Investor.” “Information” means all information received from the Guarantor or any of its Subsidiaries relating to the Guarantor or any of its Subsidiaries or any of their respective businesses, other than any such information that is available to the Administrative Agent or any Lender on a nonconfidential basis prior to disclosure 35

by the Gua-antor or any of its &lbsidia-ies; provide:l that, in the case of information roceived from the
Gua-antor or any of its &lbsidia-ies after the Effective Date, such information is clea-ly identified at the
time of del ivery as confidential. Any Perron r~uired to mantain the confidentiality of Information as
provided in this Section shal l be considered to have complied with itsobligaion to do 9:> if such Per9:>n has
exercised the sane degree of care to maintain the confidentiality of such Information as such Per9:>n would
ax:ord to its own confidential informa:ion.
Section 6.02
Maintenance of Insurance. Ea::h Loa, Paty will maintain, or cause to be
maintained, insurance with financially 9:>Und (determined in the reas:)rni:>le j udgment of the Borrower) and
re:ponsible companies in such anounts (and with such risk retentions) and against such risks as is usual ly
carried by owners of si mi Ier businesses and prq:)erti es in the sane general a-eas in which such Loa, Paty
q:)ercies.
Section 6.03
Conduct of Business and Maintenance of Existence. Each Loa, Paty will
(a) continue to engage in businesses of the sane general type as now conducted by such Loa, Paty and, in
the case of the Gua-antor, its &Jbsi di a-i es and businesses rel aed thereto or a-i sing out of such businesses,
except to the extent that the fai Iure to maintain any existing business would not have a Material Adverse
Effect and (b) except as otherwise permitta:l in Section 6.07, presave, rene.v and keep in full force and
effect, and wi ll cruse eoch of its &Jbsidia-ies to presave, rene.v and keep in full force and effect, their
re:pective corporate (or other entity) existence and their re:pective rights, privileges and franchises
na::essay or rmterial to the normal conduct of business, except, in eoch case, where the failure to do 9:>
could not reas::>nably be expecta:l to have a Material Adverse Effect.
Section 6.04
Corrpl iance with La.vs, Etc. Each Loa, Paty wil l comply with all cpplicable
la.vs, regulaionsand orders of any Governmental Authority, domestic or foreign, in re:pect of the conduct
of its business and the ownership of its prq:)erty (including, without limitation, compliance with all
cpplicable ERIS<\ and Environmental La.vs and the r~uirements of any permits issued under such
Environmental La.vs), except to the extent (a) such compliance is being contested in good faith by
cpprq:)ri ate procea:Ji ngs or (b) noncompliance could not reas:)nabl y be expected to have a M aerial Adverse
Effect.
Sa::tion 6.05
Books and Records. Each Loa, Paty (a) will keep, and, in the case of the
Gua-antor, will cruse eoch of its &Jbsidia-ies to keep, prq:)er books of rocord and account in conformity
with GAAP and (b) will permit rt:;:>rese1tativesof theAdministraiveAgent and eoch of the Lenders to visit
and in~ect any of their re:pective prq:)erties, to exanine and make Cq:)ies from any of their re:pective
books and records and to discuss their re:pective affairs, finances and accounts with their officers, any
errpl oyees and i ndt:;:>endent public accountants, al I at such reas:)nabl e ti mes and as often as may reas:)nabl y
be desired; provided, tha, the rights creeted in this Sa::tion 6.05 to "visit", "inspect", "discuss" and copy
shall not extend to any matters which such Loa, Party deems, in good faith, to be confidential , unless the
Administra:iveAgent and any such Lender agree in writing to keep such matersconfidential.
Sa::tion 6.06
Use of Procea:Js. The procea:Js of the Loa,s mooe under this Agreement will be
used by the Borrower for general corporate purposes of the Borrower and its Affiliates, including for
working ccpi tal purposes and for making investments in or Ioa,s to the Gua-antor and A ffi Ii a:es of the Loa,
Paties. No such use of the procea:Js for general corporate purposes wil l be, directly or indirectly, for the
purpose, whether imma:liae, incidental or ultimate, of buying or carrying any Ma-gin Stock within the
mea,ing of Regulation U. The procea:Js of any Loa, will not be used, directly or indirectly, to fund any
activities or business of or with any Sanctiona:l Per9:>n, or in any Sanctioned Country.
Sa::tion 6.07
Merger or Con9:>lidation. No Loa, Paty will merge with or into or consol idate
with or into any other corporation or entity, unless(a) imma:liaely ater giving effect thereto, no event shall
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by the Guarantor or any of its Subsidiaries; provided that, in the case of information received from the Guarantor or any of its Subsidiaries after the Effective Date, such information is clearly identified at the time of delivery as confidential. Any Person required to maintain the confidentiality of Information as provided in this Section shall be considered to have complied with its obligation to do so if such Person has exercised the same degree of care to maintain the confidentiality of such Information as such Person would accord to its own confidential information. Section 6.02 Maintenance of Insurance. Each Loan Party will maintain, or cause to be maintained, insurance with financially sound (determined in the reasonable judgment of the Borrower) and responsible companies in such amounts (and with such risk retentions) and against such risks as is usually carried by owners of similar businesses and properties in the same general areas in which such Loan Party operates. Section 6.03 Conduct of Business and Maintenance of Existence. Each Loan Party will (a) continue to engage in businesses of the same general type as now conducted by such Loan Party and, in the case of the Guarantor, its Subsidiaries and businesses related thereto or arising out of such businesses, except to the extent that the failure to maintain any existing business would not have a Material Adverse Effect and (b) except as otherwise permitted in Section 6.07, preserve, renew and keep in full force and effect, and will cause each of its Subsidiaries to preserve, renew and keep in full force and effect, their respective corporate (or other entity) existence and their respective rights, privileges and franchises necessary or material to the normal conduct of business, except, in each case, where the failure to do so could not reasonably be expected to have a Material Adverse Effect. Section 6.04 Compliance with Laws, Etc. Each Loan Party will comply with all applicable laws, regulations and
orders of any Governmental Authority, domestic or foreign, in respect of the conduct of its business and the ownership of its property (including, without limitation, compliance with all applicable ERISA and Environmental Laws and the requirements of any permits issued under such Environmental Laws), except to the extent (a) such compliance is being contested in good faith by appropriate proceedings or (b) noncompliance could not reasonably be expected to have a Material Adverse Effect. Section 6.05 Books and Records. Each Loan Party (a) will keep, and, in the case of the Guarantor, will cause each of its Subsidiaries to keep, proper books of record and account in conformity with GAAP and (b) will permit representatives of the Administrative Agent and each of the Lenders to visit and inspect any of their respective properties, to examine and make copies from any of their respective books and records and to discuss their respective affairs, finances and accounts with their officers, any employees and independent public accountants, all at such reasonable times and as often as may reasonably be desired; provided, that, the rights created in this Section 6.05 to “visit”, “inspect”, “discuss” and copy shall not extend to any matters which such Loan Party deems, in good faith, to be confidential, unless the Administrative Agent and any such Lender agree in writing to keep such matters confidential. Section 6.06 Use of Proceeds. The proceeds of the Loans made under this Agreement will be used by the Borrower for general corporate purposes of the Borrower and its Affiliates, including for working capital purposes and for making investments in or loans to the Guarantor and Affiliates of the Loan Parties. No such use of the proceeds for general corporate purposes will be, directly or indirectly, for the purpose, whether immediate, incidental or ultimate, of buying or carrying any Margin Stock within the meaning of Regulation U. The proceeds of any Loan
will not be used, directly or indirectly, to fund any activities or business of or with any Sanctioned Person, or in any Sanctioned Country. Section 6.07 Merger or Consolidation. No Loan Party will merge with or into or consolidate with or into any other corporation or entity, unless (a) immediately after giving effect thereto, no event shall 36

occur md be continuing which constitutes a Default, (b) the surviving or resulting Perron, as the case may
be, assumes md agrees in writing to pay and perform all of the obligations of such Loan Paiy under this
Agreemait, (c) in the case of the Gua-antor, substantially al l of the conrolidaed assets and conrolidaed
revaiues of the surviving or resulting Perron, as the case may be, a-e anticipaed to come from the util ity
or a,ergy businesses and (d) in the case of the Borrower, the senior unsecured long-term drot ratings
(without giving effect to my third pa-ty credit aihcrla:mait except for a guermty of the Guermtor or a
permitted succesror) from both Raing Agencies of the surviving or resulting Perron, as the case may be,
immediaely following the merger or conrolidation is e::iual to or greEter than the Borrower's Raings from
both Rating Agaici es i mmedi ciel y pra::edi ng the announcement of such conrol i dati on or merger.
Section 6.08 Asset Sales. Except for the sale of assets re::iuired to be rold to conform with
governmaital re::iui remaits, the Guerantor and its Material Subsi di a-i es shal I not consummate any Asset
Sale, if the aggra,;Jate net book value of al I such Asset Sal es consummated during the four cal aider qua-ters
immediaely pra::eding any date of determination would exceed 25% of the total assets of the Gua-antor
and its Conrolidaed Subsidieries as of the ba;Jinning of the Guarantor's most rocently aided full fis:::al
qua-ter: provided, however, that my such Asset Sale wi 11 be di sraJerded for purposes of the 25% Ii mi tai on
~ecified above: (a) if any such Asset Sale is in the ordincry course of business of the Guermtor and its
Subsidia-ies; (b) if the assets subject to any such Asset Sale are worn out or a-enolonger useful or necessa-y
in connection with the operation of the businesses of the Guerantor or its Subsidia-ies; (c) if the assets
subject to my such A sset Sale ere being trmsferred to a Wholly Owned Subsidicry of the Gua-mtor; {d) if
the proceeds from any such Asset Sale (i) a-e, within twelve (12) months of such Asset Sale, invested or
reinvested by the Guerantor or any Subsidicry in a Permitted Business, (ii) ere used by the Guerantor or
any Subsi di cry to r~ay Drot of the Gua-antor or such Subsi di cry, or (iii) a-e reta ned by the Gua-antor or
any Subsidicry; or (e) if, prior to any such Asset Sale, both Raing Agencies confirm the thai-currait
Borrower's Raings after giving effect to any such AS:S. Sale.
Section 6. 09
Conrol i daed DEi:>t to Conrol idated Ca>i tali zai on Ratio. The ratio of Conrol i dated
Drot of the Guarantor to Conrolidated Capitalization of the Gua-antor shall not exceed 70%, measured as
of the aid of ec:ch fis:::al qua-ter.
ARTICLE VI I
DEFAULTS
Section 7.01
Evaits of Default. If one or more of the foll owing events (each an " Evait of
Default") shall have occurred and be continuing:
(a)
neither Lom Paiy shall pay whai due any principal on any Loans or Reimbursement
Obligations; or
(b)
neither Loan Paiy shall pay when due any interest on the Loans and Reimbursement
Obligat.i ons, any fee or any other amount payable hereunder or under any other Loan Document forfive(5)
days fol I owing the date such payment becomes due hereunder; or
(c)
any Loan Paiy shall fal to observe or perform any of its covenants or agreements
contaned in Sections 6.05(b), 6.06, 6.07, 6.08 or 6.09; or
(d)
any Loan Paiy shall fal to observe or perform my of its covenants or agreements
contaned in Section 6.01{d)(i) for 30 daysa'ter my such falureor in Section 6.01(d)(ii) for ten (10) days
after any such fa lure; or
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occur and be continuing which constitutes a Default, (b) the surviving or resulting Person, as the case may be, assumes and agrees in writing to pay and perform all of the obligations of such Loan Party under this Agreement, (c) in the case of the Guarantor, substantially all of the consolidated assets and consolidated revenues of the surviving or resulting Person, as the case may be, are anticipated to come from the utility or energy businesses and (d) in the case of the Borrower, the senior unsecured long-term debt ratings (without giving effect to any third party credit enhancement except for a guaranty of the Guarantor or a permitted successor) from both Rating Agencies of the surviving or resulting Person, as the case may be, immediately following the merger or consolidation is equal to or greater than the Borrower’s Ratings from both Rating Agencies immediately preceding the announcement of such consolidation or merger. Section 6.08 Asset Sales. Except for the sale of assets required to be sold to conform with governmental requirements, the Guarantor and its Material Subsidiaries shall not consummate any Asset Sale, if the aggregate net book value of all such Asset Sales consummated during the four calendar quarters immediately preceding any date of determination would exceed 25% of the total assets of the Guarantor and its Consolidated Subsidiaries as of the beginning of the Guarantor’s most recently ended full fiscal quarter; provided, however, that any such Asset Sale will be disregarded for purposes of the 25% limitation specified above: (a) if any such Asset Sale is in the ordinary course of business of the Guarantor and its Subsidiaries; (b) if the assets subject to any such Asset Sale are worn out or are no longer useful or necessary in connection with the operation of the businesses of the Guarantor or its Subsidiaries; (c) if the assets subject to any such Asset Sale are being transferred to a Wholly Owned Subsidiary of the Guarantor; (d) if the
proceeds from any such Asset Sale (i) are, within twelve (12) months of such Asset Sale, invested or reinvested by the Guarantor or any Subsidiary in a Permitted Business, (ii) are used by the Guarantor or any Subsidiary to repay Debt of the Guarantor or such Subsidiary, or (iii) are retained by the Guarantor or any Subsidiary; or (e) if, prior to any such Asset Sale, both Rating Agencies confirm the then-current Borrower’s Ratings after giving effect to any such Asset Sale. Section 6.09 Consolidated Debt to Consolidated Capitalization Ratio. The ratio of Consolidated Debt of the Guarantor to Consolidated Capitalization of the Guarantor shall not exceed 70%, measured as of the end of each fiscal quarter. ARTICLE VII DEFAULTS Section 7.01 Events of Default. If one or more of the following events (each an “Event of Default”) shall have occurred and be continuing: (a) neither Loan Party shall pay when due any principal on any Loans or Reimbursement Obligations; or (b) neither Loan Party shall pay when due any interest on the Loans and Reimbursement Obligations, any fee or any other amount payable hereunder or under any other Loan Document for five (5) days following the date such payment becomes due hereunder; or (c) any Loan Party shall fail to observe or perform any of its covenants or agreements contained in Sections 6.05(b), 6.06, 6.07, 6.08 or 6.09; or (d) any Loan Party shall fail to observe or perform any of its covenants or agreements contained in Section 6.01(d)(i) for 30 days after any such failure or in Section 6.01(d)(ii) for ten (10) days after any such failure; or 37

(e)
any of the Loa, Pa-ties shall fal to observe or perform any covenant or agreement
contaned in this Agreement or any other Loa, Document (other than those covered by da.ises (a), (b}, (c)
or (d) above) for thirty (30) days citer written notice theroof has been given to the defa.ii ting party by the
Administrative Agent, or at the request of the Required Lenders; or
any r~resa,tation, wa-ranty or oertificaion ma:le by any Loa, Pa-ty in this Agreement or
(f)
any other Loa, Document or in any certificate, financial statement or other document delivered pursuant
hereto or thereto shal I prove to have been incorrect in any material respect when ma:le or deemed made; or
any Loa, Pa-ty shall (i} fal to pay any principal or interest, rega-dlessof anount, due in
(g)
r~ect of any Material Debt beyond any period of graceprovidedwith respect thereto, or (ii) fal to observe
or perform any other term, covenant, condition or agreement contane::I in any agreement or instrument
evidencing or governing any such Material Debt beyond any period of grace provided with r~a::t thereto
if the effect of any fa lure referred to in this cfaise (ii) is to CaJse, or to permit the holder or holders of such
Debt or a trustee on its or their behalf to CaJse, such Debt to broome due prior to its stated maturity; or
any Loa, Pa-ty shall commence a volunta-y case or other procee::ling seeking l iquidation,
(h}
roorganization or other relief with r~ect to itself or its debts under any bankruptcy, inoolvency or other
simila- law now or hereafter in effect or seeking the~pointment of a trustee, receiver, liquidator, custodian
or other simila- official of it or any substantial part of its property, or shall consent to any such relief or to
the ~pointment of or taking possession by any such official in an involunta-y case or other procee::ling
commence::I aganst it, or shall mal<ea general assignment for the benefit of creditors, or shall fal generally
to pay, or shall admit in writing its inabil ity to pay, its debts as they ba::omedue, or shall take any corporate
action to aithorizeany of the foregoing; or
(i)
an involunta-y case or other procee::ling shall be commenced aganst any Loa, Pa-ty
seeking liquidation, reorganization or other relief with r~ect to it or its debts under any baikruptcy,
inoolvency or other simila- law now or hereafter in effect or seeking the ~pointment of a trustee, receiver,
Ii qui dater, custodian or other si mi Ia- official of it or any substantial part of its property, and such i nvol unta-y
case or other procee::ling shall reman undismissed and unstayed for a period of 60 days; or an order for
relief shall be entered against any Loa, Pa-ty under the Bankruptcy Code; or

0)
any member of the ERISA Group shall fail to pay when due an amount or amounts
aggregating in excess of $50,000,000which it shall haveba::ome liable to pay under Title IV of ERISA; or
notice of intent to terminate a Material Aai shall be filed under Title IV of ERISA by any member of the
ERISA Group, a,y pla, administrator or a,y combination of the foregoing; or the PBGC shall institute
procee::lings under Title IV of ERISA to terminae, to impose liability (other tha, for premiums under
Section 4007 of ERi SA) in r~ect of, or to CaJse a trustee to be ~pointed to administer any Material A an;
or a condition shall exist by reaoon of which the PBGC would be entitled to obtan a decree adjudicating
that any Material Aan must be terminated; or there shall occur a COl"r4)Iete or partial withdrawal from, or
defa.Jlt, within the mea,ing of Section 4219(c)(5) of ERISA, with r~ect to, one or more Multiemployer
A ans which could reaoonabl y be expected to CaJse one or more members of the ERi SA Group to incur a
current payment obligation in excess of $50,000,000; or
any Loa, Pa-ty shall fail within sixty (60) days to pay, bond or otherwise diocha-ge any
(k)
judgment or order for the payment of money in excess of $20,000,000, entered against it that is not stayed
on ~peal or otherwise being ~propriaely contested in good faith; or
(I)

a Change of Control shal I have occurred; or
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(e) any of the Loan Parties shall fail to observe or perform any covenant or agreement contained in this Agreement or any other Loan Document (other than those covered by clauses (a), (b), (c) or (d) above) for thirty (30) days after written notice thereof has been given to the defaulting party by the Administrative Agent, or at the request of the Required Lenders; or (f) any representation, warranty or certification made by any Loan Party in this Agreement or any other Loan Document or in any certificate, financial statement or other document delivered pursuant hereto or thereto shall prove to have been incorrect in any material respect when made or deemed made; or (g) any Loan Party shall (i) fail to pay any principal or interest, regardless of amount, due in respect of any Material Debt beyond any period of grace provided with respect thereto, or (ii) fail to observe or perform any other term, covenant, condition or agreement contained in any agreement or instrument evidencing or governing any such Material Debt beyond any period of grace provided with respect thereto if the effect of any failure referred to in this clause (ii) is to cause, or to permit the holder or holders of such Debt or a trustee on its or their behalf to cause, such Debt to become due prior to its stated maturity; or (h) any Loan Party shall commence a voluntary case or other proceeding seeking liquidation, reorganization or other relief with respect to itself or its debts under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, or shall consent to any such relief or to the appointment of or taking possession by any such official in an involuntary case or other proceeding commenced against it, or shall make a general assignment for the benefit of creditors, or shall fail generally to pay, or shall admit in writing its inability to pay, its debts as
they become due, or shall take any corporate action to authorize any of the foregoing; or (i) an involuntary case or other proceeding shall be commenced against any Loan Party seeking liquidation, reorganization or other relief with respect to it or its debts under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, and such involuntary case or other proceeding shall remain undismissed and unstayed for a period of 60 days; or an order for relief shall be entered against any Loan Party under the Bankruptcy Code; or (j) any member of the ERISA Group shall fail to pay when due an amount or amounts aggregating in excess of $50,000,000 which it shall have become liable to pay under Title IV of ERISA; or notice of intent to terminate a Material Plan shall be filed under Title IV of ERISA by any member of the ERISA Group, any plan administrator or any combination of the foregoing; or the PBGC shall institute proceedings under Title IV of ERISA to terminate, to impose liability (other than for premiums under Section 4007 of ERISA) in respect of, or to cause a trustee to be appointed to administer any Material Plan; or a condition shall exist by reason of which the PBGC would be entitled to obtain a decree adjudicating that any Material Plan must be terminated; or there shall occur a complete or partial withdrawal from, or default, within the meaning of Section 4219(c)(5) of ERISA, with respect to, one or more Multiemployer Plans which could reasonably be expected to cause one or more members of the ERISA Group to incur a current payment obligation in excess of $50,000,000; or (k) any Loan Party shall fail within sixty (60) days to pay, bond or otherwise discharge any judgment or order for the payment of money in excess of $20,000,000, entered against it that is not stayed on appeal or
otherwise being appropriately contested in good faith; or (l) a Change of Control shall have occurred; or 38

(m)
the Guaa,ty sha l cease to be in full force or effa::t or sha l be found by a,y j udicia
proceeding to be unenforceeble or invaid; or the Guera,tor sha l deny or disaffirm in writing the
Guarantor's obligations under the Guaranty ;
then, a,d in e-Jf!IY such e-Jent, while such e-Jent is continuing, the Administrative Agent shal if requesta:l
by the Lenders holding more than 50% of the sum of the aggregate outsta,ding principa anount of the
L oa,s at such ti me, by notice to the Borrower dEd ere the L oa,s (together w ith occrua:l interest a,d occrua:l
a,d unpa d fees thereon a1d a I other anounts due hereunder) to be, a,d the L oa,s sha I thereupon be::ome,
imma:liately due a,d paycblewithout presentment, den,a,d, protest or other notice of a,y kind (exCEPt as
set forth in daise (A) cbove), a l of which ere hereby wave:! by the Borrower: provide:!, that, in the case
of a,y Defailt or a,y Eva,t of Defailt !'pecifia:l in Section 7.01(h) or 7.010) cbove with re'pEci to the
Borrower, without a,y notice to the Borrower or a,y other oct by theAdministn:tiveAgent or a,y Lender,
the Commitments shal tha-eupon terminate a,d the Loa,s (together with occrua:l interest a,d occrua:l a,d
unpad fees thereon a,d al otha- anounts due hereunda-) shal berome imma:liately due a,d paycble
without presentment, den,a,d, protest or other notice of a,y kind, al of which ere hereby wave:! by the
Borrower.

ARTI CLE V I II
THE ADMINISTRATIVE AGENT
Section 8.01
Appointment a1d Authorization. Eoch Lender hereby irre-Joccbly designates a1d
cppoints the Administrative Agent to oct as !'pecifia:l herein a,d in the other Loa, Documents a,d to tci<e
such octions on its bel1af under the provisions of this Agreement a,d the other Loa, Documents a,d
pertorm such duties as ere express! y del egata:l to the Admi ni strai ve Agent by the terms of this Agreement
a,d the otha- Loa, Documents, together wi th such other powers as ere reeroncbl y i nci denta thereto. The
Administrative Aga,t agrees to oct as such upon the express conditions contana:l in this Artide VIII.
Notwithsta,ding a,y provision tothecontra-y elsewhere in thisAgreement or in a,y other Loa, Document,
the Administrative Agent shal not have a,y duties or re;ponsibi lities, exc:Ept those expressly set forth
herein or in the other Loa, Documents, or a,y fiducia-y relationship with a,y Lender, a,d no implia:l
covena,ts, functions, re;ponsibilities, duties, obligations or licbi liti es shal be reoo into this Agreement or
otherwise exist aganst the Administrative Aga,t. The provisions of this Artide VII I ere solely for the
benefit of the AdministrativeAga,t a,d Lenders, and no other Person shal havea,y rights as a third party
beneficiery of a,y of the provisions hereof. For thesci<eof derity, the Lenders hereby agreethct no Agent
other tha, theAdministrativeAgent shal have, in such ccpacity, a,y duties or powers with re;pa::t to this
Agreement or the other Loa, Documents.
Section 8.02
l ndividua Ccpacity. TheAdministrativeAgent a,d itsAffi liatesmay mci<eloa,s
to, acc:Ept deposits from a,d genera I y engage in a,y kind of business with the Borrower, Guera,tor a,d its
A ffi Ii ates as though the Admi ni strati ve Aga,t were not a, Agent. With re;pEci to the L oa,s made by it a,d
a l obligations owing to it , the Administrative Agent sha l have the sane rights a,d powers under this
Agreement as a,y Lender a,d may exercise the sane as though it were not a, Agent, a,d the terms
" Required Lenders", " Lender" and "L enders" shall include the Administrative Agent in its individua
ccpacity.
Section 8.03
Delegation of Duties. The Administrative Agent may exocute a,y of its duties
under this Agreement or any other Loa, Document by or through agents or attorneys-in-foci. The
Admi ni strati ve Agent sha I not be re;ponsi bl e for the negligence or mi oconduct of a,y aga,ts or attorneysi n-foct selEcia:l by it with reasoncble ca-e exc:Ept to the extent otherwise require:! by Section 8.07.
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(m) the Guaranty shall cease to be in full force or effect or shall be found by any judicial proceeding to be unenforceable or invalid; or the Guarantor shall deny or disaffirm in writing the Guarantor’s obligations under the Guaranty; then, and in every such event, while such event is continuing, the Administrative Agent shall if requested by the Lenders holding more than 50% of the sum of the aggregate outstanding principal amount of the Loans at such time, by notice to the Borrower declare the Loans (together with accrued interest and accrued and unpaid fees thereon and all other amounts due hereunder) to be, and the Loans shall thereupon become, immediately due and payable without presentment, demand, protest or other notice of any kind (except as set forth in clause (A) above), all of which are hereby waived by the Borrower; provided, that, in the case of any Default or any Event of Default specified in Section 7.01(h) or 7.01(i) above with respect to the Borrower, without any notice to the Borrower or any other act by the Administrative Agent or any Lender, the Commitments shall thereupon terminate and the Loans (together with accrued interest and accrued and unpaid fees thereon and all other amounts due hereunder) shall become immediately due and payable without presentment, demand, protest or other notice of any kind, all of which are hereby waived by the Borrower. ARTICLE VIII THE ADMINISTRATIVE AGENT Section 8.01 Appointment and Authorization. Each Lender hereby irrevocably designates and appoints the Administrative Agent to act as specified herein and in the other Loan Documents and to take such actions on its behalf under the provisions of this Agreement and the other Loan Documents and perform such duties as are expressly delegated to the Administrative Agent by the terms of this Agreement and the other Loan Documents, together with such other powers as are reasonably incidental thereto. The
Administrative Agent agrees to act as such upon the express conditions contained in this Article VIII. Notwithstanding any provision to the contrary elsewhere in this Agreement or in any other Loan Document, the Administrative Agent shall not have any duties or responsibilities, except those expressly set forth herein or in the other Loan Documents, or any fiduciary relationship with any Lender, and no implied covenants, functions, responsibilities, duties, obligations or liabilities shall be read into this Agreement or otherwise exist against the Administrative Agent. The provisions of this Article VIII are solely for the benefit of the Administrative Agent and Lenders, and no other Person shall have any rights as a third party beneficiary of any of the provisions hereof. For the sake of clarity, the Lenders hereby agree that no Agent other than the Administrative Agent shall have, in such capacity, any duties or powers with respect to this Agreement or the other Loan Documents. Section 8.02 Individual Capacity. The Administrative Agent and its Affiliates may make loans to, accept deposits from and generally engage in any kind of business with the Borrower, Guarantor and its Affiliates as though the Administrative Agent were not an Agent. With respect to the Loans made by it and all obligations owing to it, the Administrative Agent shall have the same rights and powers under this Agreement as any Lender and may exercise the same as though it were not an Agent, and the terms “Required Lenders”, “Lender” and “Lenders” shall include the Administrative Agent in its individual capacity. Section 8.03 Delegation of Duties. The Administrative Agent may execute any of its duties under this Agreement or any other Loan Document by or through agents or attorneys-in-fact. The Administrative Agent shall not be responsible for the negligence or misconduct of any agents or attorneys- in-fact selected by it with reasonable care except to the extent otherwise
required by Section 8.07. 39

SEdion 8.04
Relienceby the Administrative Agent. TheAdministra'.iveAgent shal l beentitle::l
to rely, end shall be fully protecte::l in relying, upon eny note, writing, reoolution, notice, consent, catificate,
affidavit, IEtter, telEmpy or other electronic facsimile trensmission, telex, telegran, calJle, teletype,
electronic trensmission by modern, computer disk or eny other messa;;ie, sta'.ernent, order or other writing
or conversction bel ieve::l by it to begenuineend correct end to have been signe::l, sent or ma::teby the proper
Perron or Perrons end upon a::tvice end statements of legal counsel (including, without limitation, counsel
to the Loan Pa-ti es), independent occountents end other experts sel ecte::l by the Admi ni stra'.i ve Agent. The
Administra'.ive Agent shall be fully justifie::l in fa ling or refusing to tal<e eny edion under this Agreement
or eny other Loan Document unless it shall fi rst r~vesuch ooviceor concurrence of theRequire::l Lenders,
or all of the Lenders, if ~plicalJle, as it deems ~propria'.e or it shall first be indernnifie::l to its satisfedion
by the Lenders a;ia nst eny end al I Ii ct>i Iity end expense which may be i ncurre::l by it by rearon of tal<i ng or
continuing to tal<eeny such edion. TheAdministra'.iveAgent shal l in all cases be fully protecte::l in eding,
or in refra ni ng from edi ng, under this Agreement end the other Loan Documents in occordence with a
request of the Require::l Lenders or all of the Lenders, if ~plicalJle, end such request end any edion tal<en
or falureto ed pursuant thereto shal l be binding upon all of the Lenders.
SEdion 8.05
Notice of Default. The Administrative Agent shall not be deeme::l to have
knowle::lge or notice of the oca.Jrrence of any Default hereunder unless the Administrative Agent has
r~ve::l notice from a Lender or a Loan Paty referring to this Agreement, describing such Default and
stating that such notice is a "notice of default". l f the Administrative Agent recei ves such a notice, the
Administra'.iveAgent shal l give pr0f11)t notice thereof to the Lenders. TheAdministrativeAgent shall tal<e
such edion with r~ect to such Default as shal l be reaoona:>ly directe::l by the Require::l Lenders; provide::l,
Iha'., unless aid until the Administrative Agent shal l have r~ve::l such directions, the Administrative
Agent may {but shall not be obligate::l to) tal<esuch edion, or ref ran from tal<ing such action, with r~ect
to such Default as it shal I deem oovi sable i n the best interests of the Lenders.
SEdion 8.06
Non-Reliaice on the Administrciive Agent end Other Lenders. Each Lender
expressly acknowle::lges Iha'. no Agent or officer, director, employee, a;ient, attorney-in-fed or ctfilia'.e of
the Administraive Agent has ma::te any representa'.ions or waranties to it end that no ed by the
Administra'.ive Agent hereafter tal<en, including eny review of the affars of the Loan Pa-ties, shall be
deeme::l to constitute any representaion or waranty by such Agent to any Lender. Eoch Lender
acknowle::lges to the Administrative Agent Iha'. it has, independently aid without reliaice upon the
Administra'.iveAgent or any other Lender, aid base::l on such documents and informa'.ion as it hasdeeme::l
~propriate, ma::te its own ~prasal of aid investiga'.ion into the business, a:;sets, operations, property,
financial end other condition, proi:pectsand cre::litworthinessof the Loan Pali es and ma::te its own de::ision
to mal<e its Loans hereunder and to enter into this Agreement. Eoch Lender alro acknowle::lges that it will,
independently and without reliance upon the Admi nistra'.ive Agent or aiy other Lender, and base::l on such
documents aid information asit shall deem ~propriciea'. the time, continuetomal<eitsown cre::lit aialysis,
~prasalsaid decisions in tal<ing or not tal<ing edion under this Agreement, and to mal<esuch investigation
as it deems necessary to inform itself as to the business, a:;sets, operations, property, financial and other
condition, proi:pects end cre::litworthiness of the Loan Pa-ties. No Agent shal l have any duty or
r~onsibi lity to provide any Lender with any cre::lit or other informa'.ion concerning the business,
opera'.i ons, a:;sets, property, f i naid al end other condition, proi:pects or cre::litworthi ness of the Loan Pali es
which may come into the possession of such Agent or aiy of its officers, directors, employees, a;ients,
cttorneys-in-fact or affiliates.
SEdion 8.07
Exculpciory Provisions. The Administra'.ive Agent shall not, and no officers,
directors, employees, a;ients, attorneys-in-fed or a'filiates of the Administrative Agent, shal l (i) be lia:>le
for any edion latvful ly tal<en or omitte::l to betal<en by it under or in connection with this Agreement or any
other Loan Document (except for its own gross negligence, willful misconduct or boo fath) or (ii) be
r~onsi bl e in any manner to any of the Lenders for any red tal s, statements, representations or waranties
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Section 8.04 Reliance by the Administrative Agent. The Administrative Agent shall be entitled to rely, and shall be fully protected in relying, upon any note, writing, resolution, notice, consent, certificate, affidavit, letter, telecopy or other electronic facsimile transmission, telex, telegram, cable, teletype, electronic transmission by modem, computer disk or any other message, statement, order or other writing or conversation believed by it to be genuine and correct and to have been signed, sent or made by the proper Person or Persons and upon advice and statements of legal counsel (including, without limitation, counsel to the Loan Parties), independent accountants and other experts selected by the Administrative Agent. The Administrative Agent shall be fully justified in failing or refusing to take any action under this Agreement or any other Loan Document unless it shall first receive such advice or concurrence of the Required Lenders, or all of the Lenders, if applicable, as it deems appropriate or it shall first be indemnified to its satisfaction by the Lenders against any and all liability and expense which may be incurred by it by reason of taking or continuing to take any such action. The Administrative Agent shall in all cases be fully protected in acting, or in refraining from acting, under this Agreement and the other Loan Documents in accordance with a request of the Required Lenders or all of the Lenders, if applicable, and such request and any action taken or failure to act pursuant thereto shall be binding upon all of the Lenders. Section 8.05 Notice of Default. The Administrative Agent shall not be deemed to have knowledge or notice of the occurrence of any Default hereunder unless the Administrative Agent has received notice from a Lender or a Loan Party referring to this Agreement, describing such Default and stating that such notice is a “notice of default”. If the Administrative Agent receives such a notice, the Administrative Agent shall give
prompt notice thereof to the Lenders. The Administrative Agent shall take such action with respect to such Default as shall be reasonably directed by the Required Lenders; provided, that, unless and until the Administrative Agent shall have received such directions, the Administrative Agent may (but shall not be obligated to) take such action, or refrain from taking such action, with respect to such Default as it shall deem advisable in the best interests of the Lenders. Section 8.06 Non-Reliance on the Administrative Agent and Other Lenders. Each Lender expressly acknowledges that no Agent or officer, director, employee, agent, attorney-in-fact or affiliate of the Administrative Agent has made any representations or warranties to it and that no act by the Administrative Agent hereafter taken, including any review of the affairs of the Loan Parties, shall be deemed to constitute any representation or warranty by such Agent to any Lender. Each Lender acknowledges to the Administrative Agent that it has, independently and without reliance upon the Administrative Agent or any other Lender, and based on such documents and information as it has deemed appropriate, made its own appraisal of and investigation into the business, assets, operations, property, financial and other condition, prospects and creditworthiness of the Loan Parties and made its own decision to make its Loans hereunder and to enter into this Agreement. Each Lender also acknowledges that it will, independently and without reliance upon the Administrative Agent or any other Lender, and based on such documents and information as it shall deem appropriate at the time, continue to make its own credit analysis, appraisals and decisions in taking or not taking action under this Agreement, and to make such investigation as it deems necessary to inform itself as to the business, assets, operations, property, financial and other condition, prospects and creditworthiness of the Loan Parties. No
Agent shall have any duty or responsibility to provide any Lender with any credit or other information concerning the business, operations, assets, property, financial and other condition, prospects or creditworthiness of the Loan Parties which may come into the possession of such Agent or any of its officers, directors, employees, agents, attorneys-in-fact or affiliates. Section 8.07 Exculpatory Provisions. The Administrative Agent shall not, and no officers, directors, employees, agents, attorneys-in-fact or affiliates of the Administrative Agent, shall (i) be liable for any action lawfully taken or omitted to be taken by it under or in connection with this Agreement or any other Loan Document (except for its own gross negligence, willful misconduct or bad faith) or (ii) be responsible in any manner to any of the Lenders for any recitals, statements, representations or warranties 40

ma:le by eoch Loa, Paty or any of its offica-s contained in this Agreement, in any other Loa, Document
or in any ca-tificate, report, statement or other document referred to or provided for in, or roceived by the
AdministraiveAgait under or in connection w ith, thisAgreemait or any other Loai Document or for any
failure of any Loa, Paty or any of its offica-s to perform its obligations hereunder or thereunder. The
Administraive Aga,t shall not be under any obligation to any Laider to ascertain or to inquire as to the
observance or performance of any of thea;:ireemaits contained in, or conditions of, thisAgreemait or any
other L oai Document, or to i n:;pect the properties, books or ra::ords of the L oai Paties. The Admi ni strai ve
Aga,t shall not be ret't)onsible to any Laider for the effectiva,ess, gaiuina,es.c,, validity, aiforceroility,
collectibil ity or sufficiaicy of this Agreema,t or any other Loa, Document or for any representations,
wa-ranties, recitals or staemaits ma:le by any other Person herein or therein or ma:le by any other Peroon
in any written or oral statement or in any financial or other statements, instruments, reports, ca-tificatesor
any other documents in connection herewith or therewith furnished or ma:le by the Administrative Agent
to theLendersor by or on behalf of any Loai Paty totheAdministrativeAgent or any Lender or be required
to ascertain or inquire as to the performaice or observance of any of the terms. conditions, provisions,
covenants or a;:ireements contained herein or therein or as to the use of the proceeds of the L oais or of the
existence or possible existence of any Defailt.
Section 8.08
Indemnifi cation. Totheextait that the Loa, Paties, as~plica:ile, for any reaoon
fails to indefeasibly pay any a-nount required under Sections 9.03(a), (b) or (c) to be paid by it to the
Administraive Aga,t (or any sub-a;:ient thereof), the Lenders severally a;:iree to indemnify the
Administraive Agent, in its ~ocity as such, and hold the Administraive Agent, in its ~ocity as such,
ha-mles.c, ratably a:cording to their ret'pective Loais outstanding from and a;:iainst any and al l liabi lities,
obligaions, I ~. da-na;:ies, paialties, octions, judgmaits, suits, costs and recmnable expaises or
disbursements of any kind whaooe-1er which may at any time (including, w ithout limitation, a any time
following the full payment of the obligaions of the Borrower hereunder) be imposed on, incurred by or
asserted a;:iainst the Administrative Agent, in its ~a:::ity as such, in any way relating to or a-ising out of
this Agreement or any other Loai Documait, or any documentsconternplaed hereby or referred to herein
or the transoctions conternplaed hereby or any action takai or omitted to be takai by the Administrctive
Agait under or in connection with any of the foregoing, but only to the extait that any of the foregoing is
not paid by the Loa, Paties; provided, that no Lender shal l be liable to the Administrative Agent for the
payment of any portion of such l iabilities, obligaions, I ~, dama;:ies, pa,alties, octions, judgma,ts, suits,
costs or expa,ses or disbursema,ts resulting from the gross negliga,ce, willful mioconduct or ba:I faith of
the Administrative Aga,t. If any indemnity furnished to the Administrative Agait for any purpose shal l,
in the reaoonable opinion of the Administrative Agait, be insufficia,t or ba::ome impaired, the
Administraive Aga,t may cal l for a:lditional indemnity and cease, or not commence, to do the octs
indemnified a;:iainst until such additional indemnity is furnished. The a;:ireement in this Section 8.08 shall
survive the payment of all Loais, fees and other obligations of the Borrower a-ising hereunder.
Resiqnaion: Successors. TheAdministrativeAgent may resign as Administrative
Section 8.09
Aga,t upon twenty (20) days' notice to the Laiders. Upon theresignaion of theAdministrativeAga,t, the
Required Lenders shal I have the right to ~point from among the Lenders a successor to the Admi ni strati ve
Aga,t, subj ect to prior ~proval by the Borrower (oo long as no Eva,! of Default exists) (such ~proval not
to be unreaoonabl y wi thheld}, whereupon such successor Admi ni strai ve Aga,t shal I succeed to and ba::ome
vested with all the rights, powers and duties of the reti ring Administraive Agent, and the term
" Administrati ve Agent" shall include such successor Administrative Agent effective upon its appointment,
and the retiring Administrative Agent's rights, powers and duties as Administrative Agent shall be
terminated, without any other or further act or deed on the part of such former AdministraiveAgent or any
of the parties to this Agreement or any other Loai Documa,t. If no successor shal l have been ~ointed
by the Required Lenders and ~proved by the Borrower and shal I have occepted such ~poi ntment within
thirty (30) days after the retiring Administra:ive Agent gives notice of its resignation, then the retiring
Administraive Agent may a its election give notice to the Lenders and Loan Paties of the immediate
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made by each Loan Party or any of its officers contained in this Agreement, in any other Loan Document or in any certificate, report, statement or other document referred to or provided for in, or received by the Administrative Agent under or in connection with, this Agreement or any other Loan Document or for any failure of any Loan Party or any of its officers to perform its obligations hereunder or thereunder. The Administrative Agent shall not be under any obligation to any Lender to ascertain or to inquire as to the observance or performance of any of the agreements contained in, or conditions of, this Agreement or any other Loan Document, or to inspect the properties, books or records of the Loan Parties. The Administrative Agent shall not be responsible to any Lender for the effectiveness, genuineness, validity, enforceability, collectibility or sufficiency of this Agreement or any other Loan Document or for any representations, warranties, recitals or statements made by any other Person herein or therein or made by any other Person in any written or oral statement or in any financial or other statements, instruments, reports, certificates or any other documents in connection herewith or therewith furnished or made by the Administrative Agent to the Lenders or by or on behalf of any Loan Party to the Administrative Agent or any Lender or be required to ascertain or inquire as to the performance or observance of any of the terms, conditions, provisions, covenants or agreements contained herein or therein or as to the use of the proceeds of the Loans or of the existence or possible existence of any Default. Section 8.08 Indemnification. To the extent that the Loan Parties, as applicable, for any reason fails to indefeasibly pay any amount required under Sections 9.03(a), (b) or (c) to be paid by it to the Administrative Agent (or any sub-agent thereof), the Lenders severally agree to indemnify the Administrative Agent, in its capacity as such, and hold the
Administrative Agent, in its capacity as such, harmless ratably according to their respective Loans outstanding from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs and reasonable expenses or disbursements of any kind whatsoever which may at any time (including, without limitation, at any time following the full payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against the Administrative Agent, in its capacity as such, in any way relating to or arising out of this Agreement or any other Loan Document, or any documents contemplated hereby or referred to herein or the transactions contemplated hereby or any action taken or omitted to be taken by the Administrative Agent under or in connection with any of the foregoing, but only to the extent that any of the foregoing is not paid by the Loan Parties; provided, that no Lender shall be liable to the Administrative Agent for the payment of any portion of such liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs or expenses or disbursements resulting from the gross negligence, willful misconduct or bad faith of the Administrative Agent. If any indemnity furnished to the Administrative Agent for any purpose shall, in the reasonable opinion of the Administrative Agent, be insufficient or become impaired, the Administrative Agent may call for additional indemnity and cease, or not commence, to do the acts indemnified against until such additional indemnity is furnished. The agreement in this Section 8.08 shall survive the payment of all Loans, fees and other obligations of the Borrower arising hereunder. Section 8.09 Resignation; Successors. The Administrative Agent may resign as Administrative Agent upon twenty (20) days’ notice to the Lenders. Upon the resignation of the Administrative Agent, the Required Lenders shall have the right to appoint from among the Lenders a
successor to the Administrative Agent, subject to prior approval by the Borrower (so long as no Event of Default exists) (such approval not to be unreasonably withheld), whereupon such successor Administrative Agent shall succeed to and become vested with all the rights, powers and duties of the retiring Administrative Agent, and the term “Administrative Agent” shall include such successor Administrative Agent effective upon its appointment, and the retiring Administrative Agent’s rights, powers and duties as Administrative Agent shall be terminated, without any other or further act or deed on the part of such former Administrative Agent or any of the parties to this Agreement or any other Loan Document. If no successor shall have been appointed by the Required Lenders and approved by the Borrower and shall have accepted such appointment within thirty (30) days after the retiring Administrative Agent gives notice of its resignation, then the retiring Administrative Agent may at its election give notice to the Lenders and Loan Parties of the immediate 41

effectiveness of its resignation a,d such resignation shall thereupon bErome effective a,d the Lenders
collectively shall perform all of thedutiesof theAdministrativeAgent hereunder a,d under the other Loa,
Documents unti I such ti me, if a,y. as the Required Lenders cppoi nt a successor a;;ient as provided for roove.
After the retiring Administrative Agent's resignation hereunder as Administrative Agent, the provisions of
this Article VIII shall inure to its benefit asto a,y octions tal<en or omitted to betal<en by it while it was
Administrative Agent under this Agreement or a,y other Loa, Document.
ARTICLE IX
MISCELLANEOUS
SEdion 9.01
Notices. Ex~t as otherwise expressly provided herein, al l notices a,d other
communications hereunder shall be in writing (for purposes hereof, the term "writing" shall include
information in electronic format such as electronic mail a,d interna wfb pa,;ies) or by telephone
subsequently confirmed in writing: provided tha: the foregoing shall not cpply to notices to a,y Lender
pursua,t to Article II if such Lender has notified the Administrative Agent that it is inccprole of receiving
notices under such Article in electronic format. Any notice shall hate been duly given a,d shall be effective
if del ivered by haid delivery or sent viaele:::tronic mail, telecopy, recognized overnight courier service or
certified or registered mail, return receipt requested, or posting on a, interna wfb pa;;ie, aid shall be
presumed to be received by apaiy herao (i) on theda:eof delivery if del ivered by haid or sent by ele:::tronic
mail , posting on a, internet wfb pa;;ie, or telecopy (provided, however, tha if a,y notice or other
communi ca:i on sent by electronic ma I , posting on a, i nterna wfbpage or tel ecopy is received by a recipient
after such recipient's normal business homs, such notice or other communication shall be deemed received
upon the opening of such recipient's next Business Day), (ii) on the Business Day following the day on
which the sane has been delivered prepaid (or on a, invoice basis) to a reputrole na:ional overnight air
courier service or (iii) on the third Business Day following the day on which the sane is sent by certified
or registered mail, postage prepaid, in eoch case to the re::pectivepa-tiesat thea:ldressor telecopy numbers,
in the case of a,y of the Loa, Patiesa,d theAdministrativeAgent, set forth below, aid, in the case of the
Lenders, set forth on signa:ure pa;;ies hereto, or at such other a:ldressas such paiy may ~ecify by written
notice to the other paiies hereto:
if to the Loa, Paties:

PA.. Ccpital Funding, Inc.
Two North Ninth Street
Allentown, Pennsylvania 18101-1179
Attention: Treasurer or Assista,t Treasurer
Telephone: 610-774-5151
Fa::simile: 610-774-5235
a,d:

PA.. Corporation
Two North Ninth Street
Allentown, Pennsylvania 18101-1179
Attention: Treasurer or Assista,t Treasurer
Telephone: 610-774-5151
Fa::simile: 610-774-5235
with a copy to:

PA.. Services Corporation
42

effectiveness of its resignation and such resignation shall thereupon become effective and the Lenders collectively shall perform all of the duties of the Administrative Agent hereunder and under the other Loan Documents until such time, if any, as the Required Lenders appoint a successor agent as provided for above. After the retiring Administrative Agent’s resignation hereunder as Administrative Agent, the provisions of this Article VIII shall inure to its benefit as to any actions taken or omitted to be taken by it while it was Administrative Agent under this Agreement or any other Loan Document. ARTICLE IX MISCELLANEOUS Section 9.01 Notices. Except as otherwise expressly provided herein, all notices and other communications hereunder shall be in writing (for purposes hereof, the term “writing” shall include information in electronic format such as electronic mail and internet web pages) or by telephone subsequently confirmed in writing; provided that the foregoing shall not apply to notices to any Lender pursuant to Article II if such Lender has notified the Administrative Agent that it is incapable of receiving notices under such Article in electronic format. Any notice shall have been duly given and shall be effective if delivered by hand delivery or sent via electronic mail, telecopy, recognized overnight courier service or certified or registered mail, return receipt requested, or posting on an internet web page, and shall be presumed to be received by a party hereto (i) on the date of delivery if delivered by hand or sent by electronic mail, posting on an internet web page, or telecopy (provided, however, that if any notice or other communication sent by electronic mail, posting on an internet webpage or telecopy is received by a recipient after such recipient’s normal business hours, such notice or other communication shall be deemed received upon the opening of such recipient’s next Business Day), (ii) on the Business Day following the day on
which the same has been delivered prepaid (or on an invoice basis) to a reputable national overnight air courier service or (iii) on the third Business Day following the day on which the same is sent by certified or registered mail, postage prepaid, in each case to the respective parties at the address or telecopy numbers, in the case of any of the Loan Parties and the Administrative Agent, set forth below, and, in the case of the Lenders, set forth on signature pages hereto, or at such other address as such party may specify by written notice to the other parties hereto: if to the Loan Parties: PPL Capital Funding, Inc. Two North Ninth Street Allentown, Pennsylvania 18101-1179 Attention: Treasurer or Assistant Treasurer Telephone: 610-774-5151 Facsimile: 610-774-5235 and: PPL Corporation Two North Ninth Street Allentown, Pennsylvania 18101-1179 Attention: Treasurer or Assistant Treasurer Telephone: 610-774-5151 Facsimile: 610-774-5235 with a copy to: PPL Services Corporation 42

Two North Ninth Street (GENTW4)
A llentown, Pennsylvania 18101-1179
Attention: Fra::lericl< C. Paine, E&J.
Telephone: 610-774-7445
Focsimile: 610-774-6726
if to theAdministrctiveAgent:
Canadian lmperia Bank of Commerce, New York Branch
Cl BC-CPS-US Loan Operations
595 Bay Street, 5th Floor
Toronto, ON M 5G 2C2
Email : mailbox.USLoanOperatiorn@cibc.com
with a copy to:
Da.iis Polk & Wardwell LLP
450 Lexington A venue
New York, New York 10017
Attention: Jaoon Kyrwood
TelE,phone: 212-450-4653
Focsimile: 212-450-5425

Section 9.02
No Waivers; Non-ExdusiveRema::lies. Nofai lureby theAdministrativeAgent or
any Lender to exercise, no course of dealing with re:pa::t to, cl'ld no delay in exercising any right, power or
privi lege hereunder or under any Note or other Loan Document shal operate as a waiver thereof nor shal
any single or partia exercise thereof preclude any other or further exercise thereof or the exercise of any
other right, power or privilege. The rights cl'ld rerna::liesprovida::I herein and in the other Loan Documents
shal be cumulative and not exdusive of any rights or rema::liesprovida::I by latv.
Section 9.03

Expenses; lndemnificction.

(a)
Expenses. The Borrower shal pay (i) a l out-of-pocket expenses of the Administrctive
Agent, induding lega fees and diroursementsof Da.iis Polk & Wardwell LLP and any other loca counsel
retaina::I by the Administrative Agent, in its reaoonable diocretion, in connoction with the prE,paration,
execution, deli very and admi ni strati on of the Loan Documents, the syndi ccti on efforts of the Admi ni strati ve
Agent with re:pa::t thereto, any waiver or consent thereunder or any amendment thereof or any Default or
alegoo Default thereunder and (i i) al reaoonable out-of-pocket expenses incurroo by the Administraive
Agent and ea::h Lender, induding (without duplication) the fees and diroursementsof outside counsel , in
conna::tion with any restructuring, workout, col la::tion, bankruptcy, inrolvency cl'ld other enforcement
proceedings in conna::tion with the enforcement and prota::tion of its rights; providoo, tha the Borrower
shal not be liable for any lega fees or diroursements of any counsel for the Administrative Agent cl'ld the
Lenders other than Da.iis Polk & Wardwell LLP ass'.X:iaoo with theprE,paraion, execution and delivery of
this Agreement and the dosing documents conternpl aoo hereby.
(b)
Indemni tv in Re;pa::t of Loan Documents. Each of the Loan Parties agrees to j ot ntl y cl'ld
severaly indemnify the Administrative Agent and ea::h Lender, their re:pa::tive Affiliates and the
re:pa::tive dira::tors, officers, trustees, agents, employees and advioors of the foregoing (eoch an
" lndemnitee") and hold each lndemnitee harmless from and against any and all liabilities, obligations,
losses, danages, penaties, actions, judgments, suits, costs and expenses or diroursements of any kind
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Two North Ninth Street (GENTW4) Allentown, Pennsylvania 18101-1179 Attention: Frederick C. Paine, Esq. Telephone: 610-774-7445 Facsimile: 610-774-6726 if to the Administrative Agent: Canadian Imperial Bank of Commerce, New York Branch CIBC-CPS-US Loan Operations 595 Bay Street, 5th Floor Toronto, ON M5G 2C2 Email : mailbox.USLoanOperations@cibc.com with a copy to: Davis Polk & Wardwell LLP 450 Lexington Avenue New York, New York 10017 Attention: Jason Kyrwood Telephone: 212-450-4653 Facsimile: 212-450-5425 Section 9.02 No Waivers; Non-Exclusive Remedies. No failure by the Administrative Agent or any Lender to exercise, no course of dealing with respect to, and no delay in exercising any right, power or privilege hereunder or under any Note or other Loan Document shall operate as a waiver thereof nor shall any single or partial exercise thereof preclude any other or further exercise thereof or the exercise of any other right, power or privilege. The rights and remedies provided herein and in the other Loan Documents shall be cumulative and not exclusive of any rights or remedies provided by law. Section 9.03 Expenses; Indemnification. (a) Expenses. The Borrower shall pay (i) all out-of-pocket expenses of the Administrative Agent, including legal fees and disbursements of Davis Polk & Wardwell LLP and any other local counsel retained by the Administrative Agent, in its reasonable discretion, in connection with the preparation, execution, delivery and administration of the Loan Documents, the syndication efforts of the Administrative Agent with respect thereto, any waiver or consent thereunder or any amendment thereof or any Default or alleged Default thereunder and (ii) all reasonable out-of-pocket expenses incurred by the Administrative Agent and each Lender, including (without duplication) the fees and disbursements of outside counsel, in connection with any restructuring, workout, collection
bankruptcy, insolvency and other enforcement proceedings in connection with the enforcement and protection of its rights; provided, that the Borrower shall not be liable for any legal fees or disbursements of any counsel for the Administrative Agent and the Lenders other than Davis Polk & Wardwell LLP associated with the preparation, execution and delivery of this Agreement and the closing documents contemplated hereby. (b) Indemnity in Respect of Loan Documents. Each of the Loan Parties agrees to jointly and severally indemnify the Administrative Agent and each Lender, their respective Affiliates and the respective directors, officers, trustees, agents, employees and advisors of the foregoing (each an “Indemnitee”) and hold each Indemnitee harmless from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs and expenses or disbursements of any kind 43

whatsoever (induding, without limitation, the reaoona:>le fees and diroursements of counsel and any civil
penalties or fines assessed by OFAC), which may at any lime (induding, without limitation, at any time
fol Iowing the payment of the obi i gcti ons of the Borrower hereunder) be i mpOScd on, i ncurra:J by or asserta:J
cganst such lndernnitee in connection with any investigative, a:lministrative or judicial proceeding
(whether or not such lndemnitee shall be designata:J a paiy thereto) brought or threatena:J (by any third
paiy, by the Gua-antor, the Borrower or any Subsidia-y of the Borrower) in any way relating to or aising
out of this Agreement, any other Loan Document or any documents contemplata:J hera:iy or thera:iy or
referra:J to herein or therein or any actual or propos8::l use of proceeds of Loans hereunder; provida:J, that
no Indemnitee shall have the right to be indemnified hereunder for such Indemnitee's own gross negligence
or willful mi oconduct as determi na:J by a court of competent j uri ooi cti on in a final, non-appeal able judgment
or order.
(c)
Indemnity in Respect of Environmental Liabilities. Each of the Loan Pa-ties cgrees to
jointly and severally indemnify each lndemniteeand hold each lndemniteeharnlessfrom and cganst any
and all liabilities, obligations, losses, damages, penalties, cetions, judgments, ruits, dams, costs and
expenses or disbursements of any kind whatsoever (induding, without limitciion, reaoonable expenses of
investigation by engineers, environmental conrultants and simila technical peroonnel and reaoonable fees
and disbursements of counsel) which may at any time(induding, without limitaion, at any time fol lowing
the payment of the obligations of the Borrower hereunder) be irnpOScd on, incurra:J by or asserta:J cganst
ruch lndemnitee in respect of or in connection with (i) any actual or allegro presence or release of
Haza-dous Substances on or from any property now or previously owna:J or operata:J by the Gua-antor or
any of its Subsidiaies or any predocesoor of the Guaantor or any of its Subsidia ies or (ii) any and all
Environmental Liabilities. Without limiting the generality of the foregoing, the Borrower hera:>y waves
all rights of contribution or any other rights of ret:X)very with respect to l iabilities, obligations, losses,
damcges, penal ti es, actions, judgments, rui ts, dams, costs and expenses and di s:>ursements in respect of
or in connection with Envi ronmental Liabilities that it might have by statute or otherwise cganst any
Indemni tee.
(d)
Waver of Damooes. Tothefullest extent permitta:J by appl icrolelaw, no Loan Pa-ty shall
assert, and hera:iy waves, any dam cganst any lndemnitee, on any theory of liability, for ~ecial, indirect,
consequential or punitive damcges (as oppos8::l to direct or actual damcges) aising out of, in connection
with, or as a result of, this Agreement, any other Loan Document or any cgreement or instrument
contemplata:J hera:>y or thera:>y, the transactions conterrplata:J hera:>y or thera:>y, any Loan or the use of
the proceeds thereof. No lndernniteereferra:J to in dause (b) above shal l be liable for any damcges a ising
from the use by unintenda:J recipients of any information or other materials distributa:J by it through
telet:X)mmunications, electronic or other information transmission systems in connection with this
Agreement or the other Loan Documents or the transactions contempl ata:J hera:iy or thera:>y: provi dro that
nothing in this Section 9.03(d) shall relieve any Lender from its obl igations under Section 9.12.
Section 9.04
Sharing of Sa:-Offs. Each Lender cgreesthat if it shall, by exercising any right of
set-off or counterdaim or otherwise, receive payment of a proportion of the cggregate amount of principal
aid interest due with respect to any Loan ma:le or Note held by it which is greEter than the proportion
receiva:J by any other Lender in respect of thecggregateamount of principal and interest due with respect
to any Loan and Note ma:le or held by ruch other Lender, except as otherwise express! y conterrpl aa:J by
this Agreement, the Lender receiving ruch proportionately greEter payment shall purchase such
paii ci paions in the Loan ma:le or Notes held by the other Lenders, and such other a:lj ustments shal I be
ma:le, in each case as may be requi ra:J oo tha al I such payments of principal and interest with respect to the
Loan made or Notes ma:le or held by the Lenders shal I be shara:J by the Lenders pro rata; provida:J, that
nothing in this Section shall impair the right of any Lender to exercise any right of set-off or counterdam
it may have for payment of inda:>ta:Jness of the Borrower other than its inda:>ta:Jness hereunder.
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whatsoever (including, without limitation, the reasonable fees and disbursements of counsel and any civil penalties or fines assessed by OFAC), which may at any time (including, without limitation, at any time following the payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against such Indemnitee in connection with any investigative, administrative or judicial proceeding (whether or not such Indemnitee shall be designated a party thereto) brought or threatened (by any third party, by the Guarantor, the Borrower or any Subsidiary of the Borrower) in any way relating to or arising out of this Agreement, any other Loan Document or any documents contemplated hereby or thereby or referred to herein or therein or any actual or proposed use of proceeds of Loans hereunder; provided, that no Indemnitee shall have the right to be indemnified hereunder for such Indemnitee’s own gross negligence or willful misconduct as determined by a court of competent jurisdiction in a final, non-appealable judgment or order. (c) Indemnity in Respect of Environmental Liabilities. Each of the Loan Parties agrees to jointly and severally indemnify each Indemnitee and hold each Indemnitee harmless from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, claims, costs and expenses or disbursements of any kind whatsoever (including, without limitation, reasonable expenses of investigation by engineers, environmental consultants and similar technical personnel and reasonable fees and disbursements of counsel) which may at any time (including, without limitation, at any time following the payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against such Indemnitee in respect of or in connection with (i) any actual or alleged presence or release of Hazardous Substances on or from any property now or previously owned or operated by the
Guarantor or any of its Subsidiaries or any predecessor of the Guarantor or any of its Subsidiaries or (ii) any and all Environmental Liabilities. Without limiting the generality of the foregoing, the Borrower hereby waives all rights of contribution or any other rights of recovery with respect to liabilities, obligations, losses, damages, penalties, actions, judgments, suits, claims, costs and expenses and disbursements in respect of or in connection with Environmental Liabilities that it might have by statute or otherwise against any Indemnitee. (d) Waiver of Damages. To the fullest extent permitted by applicable law, no Loan Party shall assert, and hereby waives, any claim against any Indemnitee, on any theory of liability, for special, indirect, consequential or punitive damages (as opposed to direct or actual damages) arising out of, in connection with, or as a result of, this Agreement, any other Loan Document or any agreement or instrument contemplated hereby or thereby, the transactions contemplated hereby or thereby, any Loan or the use of the proceeds thereof. No Indemnitee referred to in clause (b) above shall be liable for any damages arising from the use by unintended recipients of any information or other materials distributed by it through telecommunications, electronic or other information transmission systems in connection with this Agreement or the other Loan Documents or the transactions contemplated hereby or thereby; provided that nothing in this Section 9.03(d) shall relieve any Lender from its obligations under Section 9.12. Section 9.04 Sharing of Set-Offs. Each Lender agrees that if it shall, by exercising any right of set-off or counterclaim or otherwise, receive payment of a proportion of the aggregate amount of principal and interest due with respect to any Loan made or Note held by it which is greater than the proportion received by any other Lender in respect of the aggregate amount of principal and interest due with respect to any Loan
and Note made or held by such other Lender, except as otherwise expressly contemplated by this Agreement, the Lender receiving such proportionately greater payment shall purchase such participations in the Loan made or Notes held by the other Lenders, and such other adjustments shall be made, in each case as may be required so that all such payments of principal and interest with respect to the Loan made or Notes made or held by the Lenders shall be shared by the Lenders pro rata; provided, that nothing in this Section shall impair the right of any Lender to exercise any right of set-off or counterclaim it may have for payment of indebtedness of the Borrower other than its indebtedness hereunder. 44

SEdion 9.05
Amendments aid Waivffs. Any provision of this Agreement or the Notes may be
anendoo or waivoo if, but only if, ruch anendment orwaivff isin writing aid issignoo by theLoai Pcrties
aid the Requira:J Lendffs (aid, if the rights or duties of the Administrative Agent ere affetia:J thffeby, by
the Administrative Aga,t): provida:J, that no ruch crnendment or waivff shal l , (a) unless signa:J by each
Lendff advmay affetia:J thffeby, (i) extend or increase the Commitment of a,y Lendff or rubjeti a,y
Lendff to aiy additional obligation (it being undffstood that waivffs or modifications of conditions
pra::ooent, covena,ts, Defaults or of maidatory reductions in the Commitments shall not constitute a,
increase of the Commitment of a,y L endff, aid tha an increase in the avai Iable portion of a,y Commitment
of a,y Lendff as in effeti a a,y ti me shall not constitute a, increase in ruch Commitment), (ii) ra:Juce the
principal of or rate of intmlSt on a,y Loan (ex~t in connetiion with awaivff of c;pplicability of a,y postdefault increase in i ntffElSt rates), (i ii) postpone the date f ixoo for any payment of intffElSt on any Loan or
for a,y &:hoouloo roouction or tffmination of a,y Commitment, (iv) postpone or changethedaefixoo for
a,y &:hoouloo payment of principal of any Loan, (v) change any provision hffeof in a mannff tha would
altff the pro raa funding of Loans requira:J by SEdion 2.04{b), the pro rata shcring of payments requira:J
by SEdions2.11(a) or 9.04 or (vi) change the currency in which Loans ere to be made or payment undff
the Loan Documents is to be made, or add additional borrowffs or (b) unless signa:J by each Lendff, (i)
chaige thedefinition of Requira:J Lendff or thisSEdion 9.05 or SEdion 9.06(a) or (ii) releasetheGucrantor
from its Obl igations undff the Guara,ty. Notwithstaiding anything to the contray hffein, the
Admi nistraive Aga,t and the Borrowff may, without the consent of any Lendff, entff into crnendments or
modificaions to this Agreement or a,y of the othff Loan Documents or to entff into additional Loan
Documents as the Administrative Aga,t reaoonably deems c;ppropriate in ordff to implement any
Benchma-k Repla;;ement or othawiseeffetiuatethetffmsof SEdion 2.14(b) in accordaicewith thetffms
of SEdion2.14(b).
SEdion 9.06

Success::irs aid A&liqns.

Successors aid A&li gns. The provisions of this Agreement shal I be binding upon aid inure
(a)
to the benefit of the parties hffelo aid their re:petiive success::irs aid a&ligns, ex~t tha no Loan Pcrty
may a&li gn or othawi se traisf ff any of its rights undff this Agreement without the prior written consent of
al l of the Lendffs, except to the extent a,y ruch a&lignment results from the conrummaion of a mffgff or
consolidation pffmittoo purruant to SEdion 6.07 of this Agreement.
(b)
Pcrticipations. Any Lendff may a a,y time grait to one or more baiks or othff fina,cial
institutions or special purpose funding vehicle (each a " Pcrtici pant") participating interests in its
Commitments and/or a,y or all of its Loans. In the event of a,y ruch gra,t by a Lendff of a participating
intffEJSt to a Pcrticipant, whelhff or not upon notice to the Borrowff aid the Administraive Agent, ruch
Lendff shall remain re:ponsiblefor thepffformanceof itsobligaionshffetmdff, aid the Borrowff and the
AdministraiveAga,t shall continue to dea solely aid diretily with such Lendff in connecti on with such
Lender's rights aid obligationsundff this Agreement. Any agreement purruait to which a,y Lendff may
grait such aparticipaing intffElSt shal l providetha ruch Lendff shall retain the sole right and re:ponsibility
to enforce the obl igations of the Loan Pcrties hffeundff inciuding, without limitation, the right to c;pprove
a,y anendment, modificaion or waivff of any provision of this Agreement; providoo, tha ruch
participaion agreement may provide tha such Lendff wi ll not agree to any modification, anendment or
waivff of this Agreement which would (i) extend the Maurity Date, roouce the rate or extend the time of
payment of principal , intffElSt or fees on a,y Loan in which such Pcrticipant is participating (ex~t in
connetiion with a waivff of c;ppl icabil ity of a,y post-default increase in intffElSt raes) or roouce the
principal amount thereof, or increase the amount of the Participant 's participation over the amou nt thereof
then in effro (it being undffstood thct a waivff of a,y Default or of a mandatory roouction in the
Commitments shall not constitute a chaige in the tffms of ruch participation, aid that an increase in aiy
Commitment or Loan shall be pem,i tted without the consent of any Participant if the Participant's
participction is not increased as a result thffeof) or (i i) allow the a&lignment or transfff by a,y Loan Pcrty
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Section 9.05 Amendments and Waivers. Any provision of this Agreement or the Notes may be amended or waived if, but only if, such amendment or waiver is in writing and is signed by the Loan Parties and the Required Lenders (and, if the rights or duties of the Administrative Agent are affected thereby, by the Administrative Agent); provided, that no such amendment or waiver shall, (a) unless signed by each Lender adversely affected thereby, (i) extend or increase the Commitment of any Lender or subject any Lender to any additional obligation (it being understood that waivers or modifications of conditions precedent, covenants, Defaults or of mandatory reductions in the Commitments shall not constitute an increase of the Commitment of any Lender, and that an increase in the available portion of any Commitment of any Lender as in effect at any time shall not constitute an increase in such Commitment), (ii) reduce the principal of or rate of interest on any Loan (except in connection with a waiver of applicability of any post- default increase in interest rates), (iii) postpone the date fixed for any payment of interest on any Loan or for any scheduled reduction or termination of any Commitment, (iv) postpone or change the date fixed for any scheduled payment of principal of any Loan, (v) change any provision hereof in a manner that would alter the pro rata funding of Loans required by Section 2.04(b), the pro rata sharing of payments required by Sections 2.11(a) or 9.04 or (vi) change the currency in which Loans are to be made or payment under the Loan Documents is to be made, or add additional borrowers or (b) unless signed by each Lender, (i) change the definition of Required Lender or this Section 9.05 or Section 9.06(a) or (ii) release the Guarantor from its Obligations under the Guaranty. Notwithstanding anything to the contrary herein, the Administrative Agent and the Borrower may, without the consent of any Lender, enter into amendments
or modifications to this Agreement or any of the other Loan Documents or to enter into additional Loan Documents as the Administrative Agent reasonably deems appropriate in order to implement any Benchmark Replacement or otherwise effectuate the terms of Section 2.14(b) in accordance with the terms of Section 2.14(b). Section 9.06 Successors and Assigns. (a) Successors and Assigns. The provisions of this Agreement shall be binding upon and inure to the benefit of the parties hereto and their respective successors and assigns, except that no Loan Party may assign or otherwise transfer any of its rights under this Agreement without the prior written consent of all of the Lenders, except to the extent any such assignment results from the consummation of a merger or consolidation permitted pursuant to Section 6.07 of this Agreement. (b) Participations. Any Lender may at any time grant to one or more banks or other financial institutions or special purpose funding vehicle (each a “Participant”) participating interests in its Commitments and/or any or all of its Loans. In the event of any such grant by a Lender of a participating interest to a Participant, whether or not upon notice to the Borrower and the Administrative Agent, such Lender shall remain responsible for the performance of its obligations hereunder, and the Borrower and the Administrative Agent shall continue to deal solely and directly with such Lender in connection with such Lender’s rights and obligations under this Agreement. Any agreement pursuant to which any Lender may grant such a participating interest shall provide that such Lender shall retain the sole right and responsibility to enforce the obligations of the Loan Parties hereunder including, without limitation, the right to approve any amendment, modification or waiver of any provision of this Agreement; provided, that such participation agreement may provide that such Lender will not agree to any modification, amendment or
waiver of this Agreement which would (i) extend the Maturity Date, reduce the rate or extend the time of payment of principal, interest or fees on any Loan in which such Participant is participating (except in connection with a waiver of applicability of any post-default increase in interest rates) or reduce the principal amount thereof, or increase the amount of the Participant’s participation over the amount thereof then in effect (it being understood that a waiver of any Default or of a mandatory reduction in the Commitments shall not constitute a change in the terms of such participation, and that an increase in any Commitment or Loan shall be permitted without the consent of any Participant if the Participant’s participation is not increased as a result thereof) or (ii) allow the assignment or transfer by any Loan Party 45

of a,y of its rights a1d obligations under this Agreement, without the consent of the Pa-ticipa,t, exCEpt to
the extent a,y such assignment res.lits from the consummation of a merger or conrolidation permitted
pursua,t to Section 6.07 of this Agreement. The Borrower agrees that ea:!, Pa-ticipa,t shall, to the extent
provided in its paiicipation agreement, be entitled to the benefits of Artide II with r~
to its
paiicipating interest to the sane extent as if it were a Lender, subjoct to the sane requirements a1d
limitations therein, induding the requirements under Section 2.17(e) (it being understood that the
documentation required under Section 2.17(e) shall be delivered to the paiicipating Lender) to the sane
extent as if it were the Lender, a,d in no ra,e shal I a,y Pa-ti ci pa,t be enti tied to rEali ve a,y cmount paycbl e
pursuant to Article II that is greater than the amount the Lender granting such Participant's participating
interest would have bea1 entitled to rEalive hoo such Lender not rold such paiicipating interest. An
assignment or other tra,sfer which is not permitted by subsection (c) or {d) below shall be given etfoct for
purposes of this Agreement only to the extent of a paiicipating interest gra,ted in accorda,ce w ith this
subsection {b). Each Lender thci rel lsapaiicipation shall, acting rolely for thispurposeasanon-fiduciary
agent of the Borrower, maintan a register {rolely for tax purposes) on which it enters the ncmea'ld oodress
of each Participant and the principal amounts (and stated interest) of each Participant's interest in the Loans
or other obbgations under the Loan Documents (the " Pa-ticipa,t Register"): provided, that no Lender shall
have a,y obligation to disclose al l or a,y portion of the Pa-ticipa,t Register to a,y Perron exCEpt to the
extent that 9Jch di sci osure is n ~ to estcbl i sh that such interest in the L 0a1 or other obi igati on under
the L0a1 Documents is in registered form under Section 5f.103-1(c) of the United States Treasury
Regulations. The entries in the Pa-ticipa,t Register shal be condusive cbsent ma,ifest error, a,d such
Lender shall treat ea:!, Perron whose nane is recorded in the Pa-ticipa,t Register as the owner of such
paii ci pati on for a I purposes of this Agreement notwithsta'ldi ng a,y notice to the contra-y.
(c)
AS5iqnments Genera ly . Any Lender may at a,y time assign to one or more Eligible
Assignees (each, an " AS5iqnee") all, or a proportionate part (equivalent to an i nitial anount of not lesstha,
$5,000,000 or a,y la-ger integra multiple of $1,000,000), of itsrightsa,d obligationsunderthisAgreement
a,d the Notes w ith r~oct to its L0a1s a'ld, if still in existence, its Commitment, a,d such AS5igneeshall
assume such rightsa,d obligations, pursua,t toa, AS5ignment a,dAssumption Agreement in substantially
the form of Exhibit C attached hereto exa::uted by such AS5igneea'ld such tra,sferor, with (a,d subjoct to)
the consent of the Borrower, which shal l not be unreaooncbly withheld or delayed, the Administrative
Agent, which consent shall not be unrooroncbly w ithheld or delayed; provided, that if a, AS5ignee is a,
Approved Fund or Affiliate of such tra,sferor Lender or was a Lender immediately prior to such
assignment, no such consent of the Borrower or the Administrative Agent shall be required; provided,
further, that if at the time of 9Jch assignment a Deta.Jlt or a, Event of Default has occurred a,d is
continuing, no such consent of the Borrower shall be required: provided, further, that the provisions of
Sections2.12, 2.16, 2.17 a,d 9.03 of this Agreement shall inure to the benefit of a tra,sferor with r~oct
to a,y L0a1s mooe or a,y other actions tal<en by such tra,sferor while it was a Lender. Upon exa::ution
a,d del ivery of such instrument a1d payment by such AS5i gnee to such tra,sferor of a, cmount equa to the
purchase price agrea:l between such tra,sferor a1d such AS5ignee, such AS5ignee shal I be a Lender pa-ty to
this Agreement a1d shall have a l the rights and obl igations of a Lender with a Commitment, if a,y, as set
forth in such instrument of assumption, a,d the tra,sferor shall be release::! from its obligations hereunder
to a corr~onding extent, and no further consent or action by a,y paiy shall be required. Upon the
consummaion of a,y assignment pursua,t to this subsection (c), the tra,sferor, the Administrative Agent
a,d the Borrower shall mal<e c:ppropriate ara,gernents ro that, if required, a neN Note is issuro to the
AS5ignee. In connoction w ith any such assignment, thetra,sferor shal pay to theAdministrativeAgent a,
ooministrativefeefor processing such assignment in thea-nount of $3,500: provided that theAdministrative
Agent may, in itsrolediscraion, eloct to waive such ooministrativefeein thera,eof a,y assignment. Each
AS5ignee shal be subjoct to the requirements under Section 2.17 a,d shall, on or bet ore the effoctive date
of such assignment, deliver to the Borrower a,d the Administrctive Agent certification as to exemption
from deduction or withholding of a,y United States Taxes in accorda,cewith Section 2.17(e).
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of any of its rights and obligations under this Agreement, without the consent of the Participant, except to the extent any such assignment results from the consummation of a merger or consolidation permitted pursuant to Section 6.07 of this Agreement. The Borrower agrees that each Participant shall, to the extent provided in its participation agreement, be entitled to the benefits of Article II with respect to its participating interest to the same extent as if it were a Lender, subject to the same requirements and limitations therein, including the requirements under Section 2.17(e) (it being understood that the documentation required under Section 2.17(e) shall be delivered to the participating Lender) to the same extent as if it were the Lender, and in no case shall any Participant be entitled to receive any amount payable pursuant to Article II that is greater than the amount the Lender granting such Participant’s participating interest would have been entitled to receive had such Lender not sold such participating interest. An assignment or other transfer which is not permitted by subsection (c) or (d) below shall be given effect for purposes of this Agreement only to the extent of a participating interest granted in accordance with this subsection (b). Each Lender that sells a participation shall, acting solely for this purpose as a non-fiduciary agent of the Borrower, maintain a register (solely for tax purposes) on which it enters the name and address of each Participant and the principal amounts (and stated interest) of each Participant’s interest in the Loans or other obligations under the Loan Documents (the “Participant Register”); provided, that no Lender shall have any obligation to disclose all or any portion of the Participant Register to any Person except to the extent that such disclosure is necessary to establish that such interest in the Loan or other obligation under the Loan Documents is in registered form under Section 5f.103-1(c) of the United States Treasury
Regulations. The entries in the Participant Register shall be conclusive absent manifest error, and such Lender shall treat each Person whose name is recorded in the Participant Register as the owner of such participation for all purposes of this Agreement notwithstanding any notice to the contrary. (c) Assignments Generally. Any Lender may at any time assign to one or more Eligible Assignees (each, an “Assignee”) all, or a proportionate part (equivalent to an initial amount of not less than $5,000,000 or any larger integral multiple of $1,000,000), of its rights and obligations under this Agreement and the Notes with respect to its Loans and, if still in existence, its Commitment, and such Assignee shall assume such rights and obligations, pursuant to an Assignment and Assumption Agreement in substantially the form of Exhibit C attached hereto executed by such Assignee and such transferor, with (and subject to) the consent of the Borrower, which shall not be unreasonably withheld or delayed, the Administrative Agent, which consent shall not be unreasonably withheld or delayed; provided, that if an Assignee is an Approved Fund or Affiliate of such transferor Lender or was a Lender immediately prior to such assignment, no such consent of the Borrower or the Administrative Agent shall be required; provided, further, that if at the time of such assignment a Default or an Event of Default has occurred and is continuing, no such consent of the Borrower shall be required; provided, further, that the provisions of Sections 2.12, 2.16, 2.17 and 9.03 of this Agreement shall inure to the benefit of a transferor with respect to any Loans made or any other actions taken by such transferor while it was a Lender. Upon execution and delivery of such instrument and payment by such Assignee to such transferor of an amount equal to the purchase price agreed between such transferor and such Assignee, such Assignee shall be a Lender party to this Agreement and shall
have all the rights and obligations of a Lender with a Commitment, if any, as set forth in such instrument of assumption, and the transferor shall be released from its obligations hereunder to a corresponding extent, and no further consent or action by any party shall be required. Upon the consummation of any assignment pursuant to this subsection (c), the transferor, the Administrative Agent and the Borrower shall make appropriate arrangements so that, if required, a new Note is issued to the Assignee. In connection with any such assignment, the transferor shall pay to the Administrative Agent an administrative fee for processing such assignment in the amount of $3,500; provided that the Administrative Agent may, in its sole discretion, elect to waive such administrative fee in the case of any assignment. Each Assignee shall be subject to the requirements under Section 2.17 and shall, on or before the effective date of such assignment, deliver to the Borrower and the Administrative Agent certification as to exemption from deduction or withholding of any United States Taxes in accordance with Section 2.17(e). 46

(d)
Ass gnments to Federal Reserve Banks. Any Lender may at any ti me pl edge or assign a
~urity interest in al l or any portion of its rights under this Agreement and its Note to ~re obligations
of ruch Lender, including any pledge or assignment to ~ re obligaions to a Federal Reserve Bank or
other central banking ruthority: provided tha no ruch pledge or assignment shal release such Lender from
any of itsobligaionshereunder or substitute any such pledgeeor assignee for such Lender as a party hereto.
(e)
Rooister. The Borrower hereby designates the Administraive Agent to serve as the
Borrower's agent, solely for purposes of this Section 9.06(e). to (i) maintain a register (the " Rooister" ) on
which the Admi ni strati ve Agent wi II record the Commitments from ti me to ti me of each Lender, the L cans
made by each Lender and each repayment in r~ect of the principal anount of the Loans of each Lender
and to (ii) retain a copy of each Assgnment and Assumption Agreement delivered to the Administrative
Agent pursuant to this Section. Failure to make any such recordation, or any error in such recordciion, shall
not a'fect the Borrower's obligation in re:pect of such Loans. The entries in the Register shall be
conclusive, in the absence of manifest error, and the Borrower, the Administrative Agent and the Lenders
shall treet each Perron in whose name a Loan and the Note evidencing the sane is registered as the owner
thereof for all purposes of this Agreement, notwithstanding notice or any provision herein to the contray.
With r~ect to any Lender, the assignment or other transfer of the Commitments of such Lender and the
rights to the principal of, and interest on, any Loan made and any Note issued pursuant to this Agreement
shall not be effective unti l ruch assignment or other transfer is recorded on the Register and, except to the
extent provided in this Section 9.06(e). otherwise complies with Section 9.06, and prior to such recordaion
all amounts owing to the transferring Lender with r~ect to such Commitments, Loans and Notes shall
remain owing to the transferring Lender. The registration of assignment or other transfer of all or part of
any Commitments, Loans and Notes for a Lender shall be recorded by the Administrciive Agent on the
Register only upon the acceptance by the Administrciive Agent of a properly executed and delivered
Assgnment and Assumption Agreement and payment of the administrciive fee referred to in
Section 9.06(c). The Register shall beavailablefor in~ection by the Borrower at any reaoonabletimeand
from ti me to ti me upon reaoonabl e prior notice. In addition, at any ti me that a request for a consent for a
mcieri al or rubstanti ve change to the Loan Documents is pending, any Lender wishing to conrul t with other
Lenders in connection therewith may request and receive from the Administrative Agent a copy of the
Register. The Borrower may not replace any Lender pursuant to Section 2.08, unless, with r~ect to any
Notes held by such Lender, therequirementsof Section 9.06(c) and this Section 9.06(e} have been satisfied.
Section 9.07
Governing Law: Submisson to--'.Jriooiction. This Agreement and each Note shall
be governed by and construed in accordance with the internal laws of the State of New York. Each Loan
Party hereby submits to the exclusive juriooiction of the United States District Court for the Southern
District of Ne.v York and of any New York State court sitting in New York City, borough of Manhattan,
for purposes of all legal proceedings arising out of or relaing to this Agreement or the transoctions
contemplated hereby. Each Loan Party irrevocably waives, to the fullest extent permitted by law, any
objection which it may now or hereafter have to the laying of the venue of any such proceeding brought in
such court and any claim that any ruch proceeding brought in any ruch court has been brought in an
inconvenient forum.
Counterparts: lntoorciion; Effectiveness. ThisAgreementshall becomeeffective
Section9.08
on the Effective Date. This Agreement may be signed in any number of counterparts, each of which shall
be an original , with the sane effect as if the signaures thereto and hereto were upon the sane instrument.
On and citer the Effective Ocie, this Agreement and the other Loan Documents constitute the entire
agreement and understanding among the parties hereto and rupersede any and all prior agreements and
understandings, oral or written, relating to the rubj ect matter hereof and thereof.
Section 9.09
Generally Accooted Accounting Principles. Unlessotherwise~oofied herein, all
accounting terms used herein shall be interpreted, al l accounting determinciions hereunder sha l be made
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(d) Assignments to Federal Reserve Banks. Any Lender may at any time pledge or assign a security interest in all or any portion of its rights under this Agreement and its Note to secure obligations of such Lender, including any pledge or assignment to secure obligations to a Federal Reserve Bank or other central banking authority; provided that no such pledge or assignment shall release such Lender from any of its obligations hereunder or substitute any such pledgee or assignee for such Lender as a party hereto. (e) Register. The Borrower hereby designates the Administrative Agent to serve as the Borrower’s agent, solely for purposes of this Section 9.06(e), to (i) maintain a register (the “Register”) on which the Administrative Agent will record the Commitments from time to time of each Lender, the Loans made by each Lender and each repayment in respect of the principal amount of the Loans of each Lender and to (ii) retain a copy of each Assignment and Assumption Agreement delivered to the Administrative Agent pursuant to this Section. Failure to make any such recordation, or any error in such recordation, shall not affect the Borrower’s obligation in respect of such Loans. The entries in the Register shall be conclusive, in the absence of manifest error, and the Borrower, the Administrative Agent and the Lenders shall treat each Person in whose name a Loan and the Note evidencing the same is registered as the owner thereof for all purposes of this Agreement, notwithstanding notice or any provision herein to the contrary. With respect to any Lender, the assignment or other transfer of the Commitments of such Lender and the rights to the principal of, and interest on, any Loan made and any Note issued pursuant to this Agreement shall not be effective until such assignment or other transfer is recorded on the Register and, except to the extent provided in this Section 9.06(e), otherwise complies with Section 9.06, and prior to such recordation all
amounts owing to the transferring Lender with respect to such Commitments, Loans and Notes shall remain owing to the transferring Lender. The registration of assignment or other transfer of all or part of any Commitments, Loans and Notes for a Lender shall be recorded by the Administrative Agent on the Register only upon the acceptance by the Administrative Agent of a properly executed and delivered Assignment and Assumption Agreement and payment of the administrative fee referred to in Section 9.06(c). The Register shall be available for inspection by the Borrower at any reasonable time and from time to time upon reasonable prior notice. In addition, at any time that a request for a consent for a material or substantive change to the Loan Documents is pending, any Lender wishing to consult with other Lenders in connection therewith may request and receive from the Administrative Agent a copy of the Register. The Borrower may not replace any Lender pursuant to Section 2.08, unless, with respect to any Notes held by such Lender, the requirements of Section 9.06(c) and this Section 9.06(e) have been satisfied. Section 9.07 Governing Law; Submission to Jurisdiction. This Agreement and each Note shall be governed by and construed in accordance with the internal laws of the State of New York. Each Loan Party hereby submits to the exclusive jurisdiction of the United States District Court for the Southern District of New York and of any New York State court sitting in New York City, borough of Manhattan, for purposes of all legal proceedings arising out of or relating to this Agreement or the transactions contemplated hereby. Each Loan Party irrevocably waives, to the fullest extent permitted by law, any objection which it may now or hereafter have to the laying of the venue of any such proceeding brought in such court and any claim that any such proceeding brought in any such court has been brought in an inconvenient forum. Section
9.08 Counterparts; Integration; Effectiveness. This Agreement shall become effective on the Effective Date. This Agreement may be signed in any number of counterparts, each of which shall be an original, with the same effect as if the signatures thereto and hereto were upon the same instrument. On and after the Effective Date, this Agreement and the other Loan Documents constitute the entire agreement and understanding among the parties hereto and supersede any and all prior agreements and understandings, oral or written, relating to the subject matter hereof and thereof. Section 9.09 Generally Accepted Accounting Principles. Unless otherwise specified herein, all accounting terms used herein shall be interpreted, all accounting determinations hereunder shall be made 47

and a I fi nm a statements required to be delivered hereunder sha I be prepa-ed in cCCOrdance with GAA P
as in effect from time to time, cpplied on a basis consistent (except for chalges concurred in by the
Guarantor's independent public accountants) with the audited conoolidated financia statements of the
Gua-antor and its Conool idated SUbsidia-ies most recently delivered to the Lenders; provided, that, if the
Gua-antor notifies the Admi ni strcii ve Agent thci the Gua-antor wishes to amend any covenant in A rti de VI
to elimincte the effect of any change in GAAP on the q:>eration of such covenant (or if the Administrative
Agent notifies the Gua-antor that the Required Lenders wish to amend Artide VI for such purpose), then
the Guarantor's compliance with such covenant shal be determined on the basis of GAAP in effect
immediciely before the relevant change in GAAP ba::a-ne effective, until either such notice is withdrawn
or such covenant is amended in a manner satisoctory to the Gua-antor and the Required Lenders.
SEdion 9.10 ~ - The following rules of construction and usage shal be cpplicable to this
Agreem€11t and to any instrument or agreement that is governed by or referred to in this Agreement.
(a)
All terms defined in this Agreement shal have the defined mea,ings when used in any
instrument governed hereby or referred to herein and in any oa-tificcieor other document ma::leor delivered
pursuant hereto or thereto uni ess otha-wi se defined therein.
(b)
The words "hereof', "herein", "hereunder" and words of similar import when used in this
Agreem€11t or in any instrument or agreement governed here sha I be construed to refer to this Agreement
or such instrument or agreem€11t, as cpplicable, in its entirety and not to any particula- provision or
subdivision heroof or thereof.
(c)
References in this Agreement to "Article", "Section", "Exhibit", "Schedule" or another
subdivision or cttachment shal be construed to refer to an artide, section or other subdivision of, or an
exhibit, schedule or other citachment to, this Agreem€11t uni ess the context otha-wi se requires; references
in any instrument or agreement governed by or referred to in this Agreement to "Article", "Section",
"Exhibit", "Schedule" or another subdivision or attachment shall be construed to refer to an artide, section
or other subdivision of, or an exhibit, schedule or other attachment to, such instrument or agreement unless
the context otha-wi se requires.
(d)
The definitions contained in this Agreement shal cpply equaly to the singula- and plura
forms of such terms. Whenever the context may require, any pronoun shal indude the corresponding
masculine, feminine and neuter fo1ms. The word "will" shall be construed to have the same meaning as
the word "shall". The term "including" shall be construed to have the same meaning as the phrase
"including without limitation".
(e)
Unless the context otherwise requires, any definition of or reference to any agreem€11t,
instrument, statute or document contained in this Agreement or in any agreem€11t or instrument that is
governed by or refe-red to in this Agreement shal be construed (i) as refe-ring to such agreement,
instrument, statute or document as the same may be amended, supplemented or otherwise modified from
time to time (subject to any restrictions on such cmendments, supplements or modificciions sa: forth in this
Agreem€11t or in any agreement or instrument governed by or referred to in this Agreement), induding (in
the case of agreements or instruments) by waiver or consent and (in the case of statutes) by succession of
compa-able succesoor statutes and (ii) to include (in the case of agreements or instruments) refe-ences to
al citachments thereto and instruments incorporated therein. Any refe-ence to any Perron shal be
construed to include such Person's successors and permitted assigns.
(f)
Unless the context otherwise requires, whenever any statement is qual ified by "to the best
knowledge of' or " known to" (or a similar phrase) any Person that is not a natural person, it is intended to
i ndi ccie thci the senior management of such Perron has conducted a commerci a Iy reeoonabl e inquiry and
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and all financial statements required to be delivered hereunder shall be prepared in accordance with GAAP as in effect from time to time, applied on a basis consistent (except for changes concurred in by the Guarantor’s independent public accountants) with the audited consolidated financial statements of the Guarantor and its Consolidated Subsidiaries most recently delivered to the Lenders; provided, that, if the Guarantor notifies the Administrative Agent that the Guarantor wishes to amend any covenant in Article VI to eliminate the effect of any change in GAAP on the operation of such covenant (or if the Administrative Agent notifies the Guarantor that the Required Lenders wish to amend Article VI for such purpose), then the Guarantor’s compliance with such covenant shall be determined on the basis of GAAP in effect immediately before the relevant change in GAAP became effective, until either such notice is withdrawn or such covenant is amended in a manner satisfactory to the Guarantor and the Required Lenders. Section 9.10 Usage. The following rules of construction and usage shall be applicable to this Agreement and to any instrument or agreement that is governed by or referred to in this Agreement. (a) All terms defined in this Agreement shall have the defined meanings when used in any instrument governed hereby or referred to herein and in any certificate or other document made or delivered pursuant hereto or thereto unless otherwise defined therein. (b) The words “hereof”, “herein”, “hereunder” and words of similar import when used in this Agreement or in any instrument or agreement governed here shall be construed to refer to this Agreement or such instrument or agreement, as applicable, in its entirety and not to any particular provision or subdivision hereof or thereof. (c) References in this Agreement to “Article”, “Section”, “Exhibit”, “Schedule” or another subdivision or attachment shall be construed to refer to an article,
section or other subdivision of, or an exhibit, schedule or other attachment to, this Agreement unless the context otherwise requires; references in any instrument or agreement governed by or referred to in this Agreement to “Article”, “Section”, “Exhibit”, “Schedule” or another subdivision or attachment shall be construed to refer to an article, section or other subdivision of, or an exhibit, schedule or other attachment to, such instrument or agreement unless the context otherwise requires. (d) The definitions contained in this Agreement shall apply equally to the singular and plural forms of such terms. Whenever the context may require, any pronoun shall include the corresponding masculine, feminine and neuter forms. The word “will” shall be construed to have the same meaning as the word “shall”. The term “including” shall be construed to have the same meaning as the phrase “including without limitation”. (e) Unless the context otherwise requires, any definition of or reference to any agreement, instrument, statute or document contained in this Agreement or in any agreement or instrument that is governed by or referred to in this Agreement shall be construed (i) as referring to such agreement, instrument, statute or document as the same may be amended, supplemented or otherwise modified from time to time (subject to any restrictions on such amendments, supplements or modifications set forth in this Agreement or in any agreement or instrument governed by or referred to in this Agreement), including (in the case of agreements or instruments) by waiver or consent and (in the case of statutes) by succession of comparable successor statutes and (ii) to include (in the case of agreements or instruments) references to all attachments thereto and instruments incorporated therein. Any reference to any Person shall be construed to include such Person’s successors and permitted assigns. (f) Unless the context otherwise requires, whenever any statement is
qualified by “to the best knowledge of” or “known to” (or a similar phrase) any Person that is not a natural person, it is intended to indicate that the senior management of such Person has conducted a commercially reasonable inquiry and 48

investigation prior to ma<ing such statement end no member of the senior ma,cgement of such Person
(induding ma1cgers, in the case of limite:l liroility corrpa1ies, a1d general painers, in the case of
painershi ps) has current actual knowl e:lge of the i noccurocy of such staement.
(g)
Unless otherwise ~ecifie:l, all references herein to times of def/ shall constitute references
to New York City ti me.
SEdion 9.11
WAIVER OF JJRY TRIAL. EACH OF THE LOAN PARTIES HEREBY
IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JJRY IN ANY LEGAL
PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE
TRANSA.CTIONSCONTEMPLATED HEREBY .
SEdion 9.12
Confidentiality. Ecrll Lender cgrees to hold all non-public informaion obtaine:l
pursua1t to the requirements of this Agreement in a::corda1ce with its customa-y proce:lure for ha1dling
confidential information of this nature a1d in occorda1ce with safe a1d round ba1ki ng practices; provi de:l,
tha nothing herein shal I prevent a1y Lender from di sci osi ng such i nformcti on (i) to a1y other Lender or to
the Administrative Agent, (ii) to a1y other Perron if rea9)nroly incidental to the alministraion of the
L0a1s, (iii) upon the order of a1y court or alministraivecgency, (iv) to the extent requeste:l by, or require:l
to be disclosed to, a1y rating cgency or re;:iulatory cgency or simila- arthority (induding a1y self-re;:iulaory
ruthority, such as the Naional Asoociation of lnsura1ce Commissioners), (v) which hal been publidy
disclosoo other tha1 as a result of a disclosure by the Administraive Agent or a1y Lender prohibite:l by
this Agreement, (vi) in connection with a1y litigation to which the Administrative Agent, a1y Lender or
a1y of their re:poctive Subsidia-ies or Affiliates mcff be paiy, (vii) to the extent nocessary in connoction
with the exercise of a1y reme:ly hereunder, (viii) to such Lender's or the A dmi ni strati ve Agent's Affiliates
a1d their re:pocti ve di roctors, officers, ernpl oyees, service providers end cgents ind udi ng I e;:ial counsel a1d
independent ruditors (it being understood tha the Perrons to whom such disclosure is male will be
informe:l of the confidential nature of such information and instructe:l to keep such informaion
confidential), (ix) with the consent of the Borrower, (x) to Gold Sheets a,d other simila- ba,k trale
publications, such informaion to consist solely of deEi terms a,d other informaion customa-i ly found in
such publicaions a1d (xi) subjoct to provisions substantially simila- to those containe:l in this SEdion, to
a1y actual or proposed Paticipa,t or Assignee or to a1y actual or pr~octivecounterpaiy (or itsalvirors)
to a,y securitizaion, swcp or derivative trcnsaction relaing to the Loan Parties' Obligaions hereunder.
Notwithstcnding thefore;:ioing, theAdministraiveAgent, a1y Lender or Davis Polk & Wa-dwell LLPmcff
circulate promotional material send pla::ealvertisements in fina1cial end other new~cpersa'ld periodicals
or on a home pcge or si mi Iar pl a::e for di ssemi nation of i nformcti on on the I nterna: or worldwide web, in
each case, after the closing of the transactions contemplated by this Agreement in the fonn ofa " tombstone"
or other release limite:l to describing the nanes of the Loa, Paiies or their Affiliates, or cny of them, and
the a-noun!, type and dosing dae of such transactions, all at their role expense.
SEdion 9.13
USA. PATRIOT Act Notice. Ecrll Lender tha is subjoct to the Patriot Act (as
hereinafter define:l) end the Beneficial Ownership Re;:iulaion a1d the Administrative Agent (for itself end
not on behalf of a,y Lender) hereby notifies the L0a1 Paiies that pursuant to the re::iuirements of the USA.
PATRIOT Act (Title 111 of Pub.L. 107-56 (siqne:l into law October 26, 2001)) (the " Patriot Act") and the
Beneficial Ownership Re;:iulation, it is require:l to obtain, verify a1d record informaion tha identifies the
Borrower and the Gua-antor, which information indudes the name and address of eoch L0a1 Paiy and
other information tha will allow such Lender or theAdministraiveAgent, asapplicrole, to identify eoch
L0a1 Paiy in occordancewith the Patriot Act a'ld, to the extent such Loan Paiy is a " legal entity customer"
under the Beneficial Ownership Re;:iulation, the Beneficial Ownership Re;:iulaion.
Soction 9.14
No Fiducia::y Duty. Ecrll Agent, eoch Lender a1d their re:poctive Affiliates
(collectively, solely for purposes of this paragraph, the "Lender Paiies"), may have economic interests that
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investigation prior to making such statement and no member of the senior management of such Person (including managers, in the case of limited liability companies, and general partners, in the case of partnerships) has current actual knowledge of the inaccuracy of such statement. (g) Unless otherwise specified, all references herein to times of day shall constitute references to New York City time. Section 9.11 WAIVER OF JURY TRIAL. EACH OF THE LOAN PARTIES HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. Section 9.12 Confidentiality. Each Lender agrees to hold all non-public information obtained pursuant to the requirements of this Agreement in accordance with its customary procedure for handling confidential information of this nature and in accordance with safe and sound banking practices; provided, that nothing herein shall prevent any Lender from disclosing such information (i) to any other Lender or to the Administrative Agent, (ii) to any other Person if reasonably incidental to the administration of the Loans, (iii) upon the order of any court or administrative agency, (iv) to the extent requested by, or required to be disclosed to, any rating agency or regulatory agency or similar authority (including any self-regulatory authority, such as the National Association of Insurance Commissioners), (v) which had been publicly disclosed other than as a result of a disclosure by the Administrative Agent or any Lender prohibited by this Agreement, (vi) in connection with any litigation to which the Administrative Agent, any Lender or any of their respective Subsidiaries or Affiliates may be party, (vii) to the extent necessary in connection with the exercise of any remedy hereunder, (viii) to such Lender’s or the Administrative Agent’s Affiliates and
their respective directors, officers, employees, service providers and agents including legal counsel and independent auditors (it being understood that the Persons to whom such disclosure is made will be informed of the confidential nature of such information and instructed to keep such information confidential), (ix) with the consent of the Borrower, (x) to Gold Sheets and other similar bank trade publications, such information to consist solely of deal terms and other information customarily found in such publications and (xi) subject to provisions substantially similar to those contained in this Section, to any actual or proposed Participant or Assignee or to any actual or prospective counterparty (or its advisors) to any securitization, swap or derivative transaction relating to the Loan Parties’ Obligations hereunder. Notwithstanding the foregoing, the Administrative Agent, any Lender or Davis Polk & Wardwell LLP may circulate promotional materials and place advertisements in financial and other newspapers and periodicals or on a home page or similar place for dissemination of information on the Internet or worldwide web, in each case, after the closing of the transactions contemplated by this Agreement in the form of a “tombstone” or other release limited to describing the names of the Loan Parties or their Affiliates, or any of them, and the amount, type and closing date of such transactions, all at their sole expense. Section 9.13 USA PATRIOT Act Notice. Each Lender that is subject to the Patriot Act (as hereinafter defined) and the Beneficial Ownership Regulation and the Administrative Agent (for itself and not on behalf of any Lender) hereby notifies the Loan Parties that pursuant to the requirements of the USA PATRIOT Act (Title III of Pub.L. 107-56 (signed into law October 26, 2001)) (the “Patriot Act”) and the Beneficial Ownership Regulation, it is required to obtain, verify and record information that identifies the Borrower and the Guarantor,
which information includes the name and address of each Loan Party and other information that will allow such Lender or the Administrative Agent, as applicable, to identify each Loan Party in accordance with the Patriot Act and, to the extent such Loan Party is a “legal entity customer” under the Beneficial Ownership Regulation, the Beneficial Ownership Regulation. Section 9.14 No Fiduciary Duty. Each Agent, each Lender and their respective Affiliates (collectively, solely for purposes of this paragraph, the “Lender Parties”), may have economic interests that 49

conflict with those of the Loan Pa-ties, their re:pective Affil iates and/or their re:pective stockholders
(collectively, solely for purposes of this paragraph, the "Borrower Pa-ties"). Each Loan Pa-ty cgrees that
nothing in the Loan Documeits or otherwise wi ll be deemed to creae an a:lvisory, fiduciay or cgeicy
relaionship or fiduciay or other implia:I duty (other than any irrplia:I duty of good f aith) between any
Leider Pa-ty, on the one hand, and any Borrower Pa-ty, on the other. The Lender Pa-tiesocknowla:lgeand
cgree that (a) the transactions conta'll)lcia:I by the Loan Documents (induding the exercise of rights and
remedies hereunder and thereunder) are ann' s-length commercia transactions baween the Lender Pa-ties,
on the one hand, and the Loan Pa-ties, on the other and (b) in connection therewith and with the process
lea:ling thereto, (i) no Lender Pa-ty has assuma:I an a:lvisory or fiduciay re:ponsibi lity in favor of any
Borrower Pa-ty with re:pect to the transocti ons contempl ata:I hereby (or the exercise of rights or rema:li es
with re:pect thereto) or theprocesslea:ling thereto (irre:pectiveof whether any Leider Pa-ty hasa:lvisa:t,
is curreitly advising or wi ll a:lvise any Borrower Pa-ty on other matters) or any other obligction to any
Borrower Party exCEl)t the obi i gati ons express! y set forth in the Loan Documents and (i i) ea::h Leider Pa-ty
is ceting solely as principa and not as the cgeit or fiduciay of any Borrower Pa-ty. Each Loan Pa-ty
ocknowla:tges and cgrees that it has consul ta:! its own lega and financia a:lvisors to the exteit it deerna:I
apprq:>riate and tha it is re:ponsible for ma<ing its own indE;peideit judgment with re:pect to such
transactions and the process Iea:li ng therao. Each Loan Pa-ty cgrees that it wi 11 not d aim that any Leider
Pa-ty has rendera:I advisory services of any nature or re:pect, or owes a fiduciay or similar duty to any
Borrower Pa-ty, in connection with such transaction or the process Iea:li ng thereto.
Section 9.15 Acknowla:tgment and Consent to Bail -in of Affecta:t Financia Institutions.
Notwithstanding anything to the contray in any Loan Documeit or in any other agreement, arrangement
or understanding anong any such parties, ea::h party hereto ocknowla:lges that any licbi lity of any Lender
tha is an Affecta:t Financia Institution arising under any Loan Document, to the exteit such licbility is
unsecura:1, may be subject to the Write-Down and Conva-sion Powers of the appliccble Reoolution
Authority and cgrees and consents to, and ocknowla:tges and cgrees to be bound by:
(a)
the application of any Write-Down and Conva-sion Powers by the appliccble Reoolution
Authority to any such licbil ities arising hereunder which may be paycble to it by any Lender that is an
Affecta:t Financia Institution; and
(b)

the effects of any Bail-in Action on any such licbi lity, induding, if appliccble:
(i)

a ra:tuction in full or in part or cancellation of any such licbility;

(ii)
aconva-sion of al, or a portion of, such licbility into shares or other instruments
of owna-ship in such Affecta:I Financia Institution, its pareit unda-ta<ing, or a bridge institution
tha may be issua:I to it or otherwise conferra:t on it, and that such shares or other instruments of
ownership will be a::a,pta:t by it in lieu of any rights with re:pect to any such licbility under this
Agreement or any other Loan Document; or
(iii)
the variction of the ta-ms of such licbi lity in connection with the exercise of the
write-down and conversion powers of theappliccble Reoolution Authority.
Section 9.16
Surviva. Sa::tions 2.12, 2.16, 2.17 and 9.03 shal survive the Maturity Dae for
the beiefit of ea::h Age,t and Each Leider, as appliccble.
Section 9.17
Interest Rate Li mi tali on. Notwithstanding anything herein to the contray, if a any
time the interest rate appliccble to any Loan, together with al fees, charges and otha- amounts which are
treated as interest on such Loan under applicable law (collectively the " Charges"), shall exceed the
maximum lawful rate (the " Maximum Rate") which may be contracted for, charged, taken, received or
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conflict with those of the Loan Parties, their respective Affiliates and/or their respective stockholders (collectively, solely for purposes of this paragraph, the “Borrower Parties”). Each Loan Party agrees that nothing in the Loan Documents or otherwise will be deemed to create an advisory, fiduciary or agency relationship or fiduciary or other implied duty (other than any implied duty of good faith) between any Lender Party, on the one hand, and any Borrower Party, on the other. The Lender Parties acknowledge and agree that (a) the transactions contemplated by the Loan Documents (including the exercise of rights and remedies hereunder and thereunder) are arm’s-length commercial transactions between the Lender Parties, on the one hand, and the Loan Parties, on the other and (b) in connection therewith and with the process leading thereto, (i) no Lender Party has assumed an advisory or fiduciary responsibility in favor of any Borrower Party with respect to the transactions contemplated hereby (or the exercise of rights or remedies with respect thereto) or the process leading thereto (irrespective of whether any Lender Party has advised, is currently advising or will advise any Borrower Party on other matters) or any other obligation to any Borrower Party except the obligations expressly set forth in the Loan Documents and (ii) each Lender Party is acting solely as principal and not as the agent or fiduciary of any Borrower Party. Each Loan Party acknowledges and agrees that it has consulted its own legal and financial advisors to the extent it deemed appropriate and that it is responsible for making its own independent judgment with respect to such transactions and the process leading thereto. Each Loan Party agrees that it will not claim that any Lender Party has rendered advisory services of any nature or respect, or owes a fiduciary or similar duty to any Borrower Party, in connection with such transaction or the process leading thereto. Section 9.15
Acknowledgment and Consent to Bail-in of Affected Financial Institutions. Notwithstanding anything to the contrary in any Loan Document or in any other agreement, arrangement or understanding among any such parties, each party hereto acknowledges that any liability of any Lender that is an Affected Financial Institution arising under any Loan Document, to the extent such liability is unsecured, may be subject to the Write-Down and Conversion Powers of the applicable Resolution Authority and agrees and consents to, and acknowledges and agrees to be bound by: (a) the application of any Write-Down and Conversion Powers by the applicable Resolution Authority to any such liabilities arising hereunder which may be payable to it by any Lender that is an Affected Financial Institution; and (b) the effects of any Bail-in Action on any such liability, including, if applicable: (i) a reduction in full or in part or cancellation of any such liability; (ii) a conversion of all, or a portion of, such liability into shares or other instruments of ownership in such Affected Financial Institution, its parent undertaking, or a bridge institution that may be issued to it or otherwise conferred on it, and that such shares or other instruments of ownership will be accepted by it in lieu of any rights with respect to any such liability under this Agreement or any other Loan Document; or (iii) the variation of the terms of such liability in connection with the exercise of the write-down and conversion powers of the applicable Resolution Authority. Section 9.16 Survival. Sections 2.12, 2.16, 2.17 and 9.03 shall survive the Maturity Date for the benefit of each Agent and Each Lender, as applicable. Section 9.17 Interest Rate Limitation. Notwithstanding anything herein to the contrary, if at any time the interest rate applicable to any Loan, together with all fees, charges and other amounts which are treated as interest on such Loan under applicable law (collectively the “Charges”), shall exceed
the maximum lawful rate (the “Maximum Rate”) which may be contracted for, charged, taken, received or 50

reserved by the Lender holding such Loa, in cCCOrdance with cl)pl i ca:>I e IaN, the rate of interest payool e in
re;poct of such Loa, hereunder, toga her with a I Cha-ges payool e in re;poct thera:,f, sha I be Ii mi ted to the
Maximum Rate and, to the extent la.Nful, the interest and Cha-gesthat would have been payoole in re;poct
of such Loa, but were not payoole as a result of the operation of this SEdion shal be cumulated and the
interest and Cha-gespayooleto such Lender in re;poct of other Loaisor periods shal be increased (but not
above the Maximum Rae therEtor) until such cumulated amount, together with interest thera:,n a the
Federa Funds Rate to thedaeof rt:payment, shal have been ra::aved by such Lender.
SEdion 9.18
Severooility. Any provision of any Loa, Document held to be invaid, illega or
unenforcerolein any juris::liction sha l, asto suchjuris::liction, be indfoctiveto the extent of such invaidity,
illegaity or unenforceroi lity without afocting the vaidity, legaity and enforceroility of the remaining
provisionsthera:,f; and theinvaidity of apa-ticula-provision in aparticula-juris::liction shal not invaidate
such provision in any other juris::liction.
Headings. Artideand SEdion headingsandtheTooleof Contentsusa::l herein a-e
SEdion 9.19
for convenience of reference only, a-e not part of this Agreement and shal not affoct the construction of,
or beta<en into consideration in interpra:ing, this Agreement.
ARTICLE X
GUARANTY
SEdion 10.01 Gua-anty. The Gua-antor unconditionaly, oosolutely and irrevoca:>ly gua-antees
to the Administrative Agent and ea::h Lender as though it was a prima-y obliger for, the full and punctua
payment of the Obligations when due (whether a stated maturity, ll)On ceceleration or otherwise). If the
Borrower fails to pay any Obligation punctualy when due, the Gua-antor agrees that it will forthwith on
demand pay the amount not so paid at theplaoeand in the manner ~ i fied in the relevant Loa, Document.
Notwithstanding the foregoing, the liooility of the Gua-antor individua ly with re;poct to its obligaions,
induding any payment made pursuant to, this Gua-anty shal be limited to an aggregae amount e::iua to
the maximum amount that would not render the Guarantor's obligations hereunder subject to avoidance
under the Bankruptcy Code or any compa-oole provisions of any cl)plica:>le state laN. This Gua-anty is a
Gua-anteeof payment and not merely of colloction.
SEdion 10.02 Gua-anty Unconditiona . The obligations of the Gua-antor hereunder shal be
unconditiona and oosolute and, without limiting the generaity of the foregoing, shal not be released,
discha-ged or otherwiseafocted by:
(a)
any change in the amount or purpose of or the time, manner, method, or plaoeof payment
or performance of any of the Obligations or any extension, renewa , settlement, corTl)romise, waiver or
release in re;poct of any obligaion of the Borrower or any other Person under any Loa, Document, by
operaion of laN or otherwise;
(b)
any modification, extension, renewa or amendment of or supplement to any Loa,
Document or any of theObligaionsor any execution or delivery of any additiona Loa, Documents;
(c)
any release, impairment, non-perfoction or invaidity of any diroct or indiroct se::urity for
any obligation of the Borrower or any other Person under any Loa, Document;
(d)
any change in the corporate existence, structure or ownership of the Borrower or any other
Person or any of their re;poctiveSubsidia-ies, or any insolvency, bankruptcy, ra:,rganization or other similar
prooee:ling afocting the Borrower or any other Person or any of their assets or any resulting release or
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reserved by the Lender holding such Loan in accordance with applicable law, the rate of interest payable in respect of such Loan hereunder, together with all Charges payable in respect thereof, shall be limited to the Maximum Rate and, to the extent lawful, the interest and Charges that would have been payable in respect of such Loan but were not payable as a result of the operation of this Section shall be cumulated and the interest and Charges payable to such Lender in respect of other Loans or periods shall be increased (but not above the Maximum Rate therefor) until such cumulated amount, together with interest thereon at the Federal Funds Rate to the date of repayment, shall have been received by such Lender. Section 9.18 Severability. Any provision of any Loan Document held to be invalid, illegal or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such invalidity, illegality or unenforceability without affecting the validity, legality and enforceability of the remaining provisions thereof; and the invalidity of a particular provision in a particular jurisdiction shall not invalidate such provision in any other jurisdiction. Section 9.19 Headings. Article and Section headings and the Table of Contents used herein are for convenience of reference only, are not part of this Agreement and shall not affect the construction of, or be taken into consideration in interpreting, this Agreement. ARTICLE X GUARANTY Section 10.01 Guaranty. The Guarantor unconditionally, absolutely and irrevocably guarantees to the Administrative Agent and each Lender as though it was a primary obligor for, the full and punctual payment of the Obligations when due (whether at stated maturity, upon acceleration or otherwise). If the Borrower fails to pay any Obligation punctually when due, the Guarantor agrees that it will forthwith on demand pay the amount not so paid at the place and in the manner specified in the relevant Loan
Document. Notwithstanding the foregoing, the liability of the Guarantor individually with respect to its obligations, including any payment made pursuant to, this Guaranty shall be limited to an aggregate amount equal to the maximum amount that would not render the Guarantor’s obligations hereunder subject to avoidance under the Bankruptcy Code or any comparable provisions of any applicable state law. This Guaranty is a Guarantee of payment and not merely of collection. Section 10.02 Guaranty Unconditional. The obligations of the Guarantor hereunder shall be unconditional and absolute and, without limiting the generality of the foregoing, shall not be released, discharged or otherwise affected by: (a) any change in the amount or purpose of or the time, manner, method, or place of payment or performance of any of the Obligations or any extension, renewal, settlement, compromise, waiver or release in respect of any obligation of the Borrower or any other Person under any Loan Document, by operation of law or otherwise; (b) any modification, extension, renewal or amendment of or supplement to any Loan Document or any of the Obligations or any execution or delivery of any additional Loan Documents; (c) any release, impairment, non-perfection or invalidity of any direct or indirect security for any obligation of the Borrower or any other Person under any Loan Document; (d) any change in the corporate existence, structure or ownership of the Borrower or any other Person or any of their respective Subsidiaries, or any insolvency, bankruptcy, reorganization or other similar proceeding affecting the Borrower or any other Person or any of their assets or any resulting release or 51

discha-ge of any obligation (induding any of the Obl igations) of the Borrower or any other Person under
any Loan Document;
(e)
the existence of any daim, set-off, defense, counterdaim, withholding or other right that
the Gua-antor or the Borrower may have at any time against any Person {induding the Administrative
Agent and the Lenders), whether in connection with the Loa1 Documents or any unrelated transoctions;
provided that nothing herein shall prevent the assertion of any such daim or defense by sepa-ate suit or
compulsory counterdaim;
(f)
any avoidance, subordination, invalidity or unenforc.eooi lity relating to or against the
Borrower or any other Person for any reaoon of any Obl igation or any Loa1 Document, any provision of
appl i cabIe IaN or regulation purporting to prohibit the payment of any Obi i gcii on by the Borrower or any
other Person, or the Borrower denies that it has any or further liability or obligation under any Loan
Document, or purports to revoke, terminate or reocind any Obligation or provision of any Loa1 Document;
(g)
any failure of theAdministrativeAgent or any Lenda- to assert any daim or demand or to
exercise or enforce any right or remedy unda- the provisions of any Loan Document or to assert any breoch
of or default unda- any Loa1 Document or any breech of the Obligations; or
{h)
any otha- oct or omission to oct or delay of any kind by the Borrower, any other party to
any Loa1 Document or any other Person, or any otha- circumstance whatsoeva- that might, but for the
provisions of this dause (h), constitute a legal or e:iuitable discha-ge of or defense to any obl igation of the
Gua-antor ha-eunder.
Se::tion 10.03 Di!:eha-ge Only Upon Payment in Full: Reinstatement in Caiain Circumstances.
The Guarantor's obligations hereunder shall remain in full force and effect until all Obligations shall have
been paid in full and all Commitments have been ta-minated. If at any time any payment of any Obligation
is reoci nded or must be otherwise restora:l or returna:l upon the i nool vency, bankruptcy or reorganization
of the Borrower or otherwise, the Guarantor's obligations hereunda- shall be reinstated as though such
payment had been due but not made at such ti me.
Se::tion 10.04 Waiver by Gua-antor. The Gua-antor irrevocably waives (a) acceptance hereof,
presentment, demand for pa-formance, promptness, dil igence, notice of non-pa-formance, default,
aooeleration, protest or dishonor and any notice not provided for herein, (b} any re:iuirernent that at any
time any oction be taken by any Person against the Borrower or any otha- Person, (c) any right to revoke
this Gua-anty, and (d) any defensebase::J on any right of set-off, ra::oupment, counterclaim, withholding or
other deduction of any nature aganst or in respect of the Obligations.
Se::tion 10.05 Subrogation. Upon making payment with respect to any Obligation, theGua-antor
shall be subrogated to the rights of the payee aganst the Borrower with respect to such payment; provided
that the Gua-antor agrees it will not exercise any rights against the Borrower a-ising in connection with the
Obligations by way of subrogation aganst the Borrower, or by reaoon of contribution aganst any other
gua-antor of such Obligaions unti l al l Obligations shall have been paid in full and all Commitments have
been terminated.
Se::tion 10.06 Stay of Acceleration. If aooela-aion of the time for payment of any Obligation by
the Borrower is stayed, enjoined or preventa:l for any reaoon (i nd udi ng but not Ii mited to by reaoon of the
inoolvency or receivership of the Borrower or otherwise), all Obl igations otherwise subject to accela-ation
under the ta-ms of a,y Loan Document shal I nonetheless be payable by the Gua-antor forthwith on dernaid
by the Administrative Agent.
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discharge of any obligation (including any of the Obligations) of the Borrower or any other Person under any Loan Document; (e) the existence of any claim, set-off, defense, counterclaim, withholding or other right that the Guarantor or the Borrower may have at any time against any Person (including the Administrative Agent and the Lenders), whether in connection with the Loan Documents or any unrelated transactions; provided that nothing herein shall prevent the assertion of any such claim or defense by separate suit or compulsory counterclaim; (f) any avoidance, subordination, invalidity or unenforceability relating to or against the Borrower or any other Person for any reason of any Obligation or any Loan Document, any provision of applicable law or regulation purporting to prohibit the payment of any Obligation by the Borrower or any other Person, or the Borrower denies that it has any or further liability or obligation under any Loan Document, or purports to revoke, terminate or rescind any Obligation or provision of any Loan Document; (g) any failure of the Administrative Agent or any Lender to assert any claim or demand or to exercise or enforce any right or remedy under the provisions of any Loan Document or to assert any breach of or default under any Loan Document or any breach of the Obligations; or (h) any other act or omission to act or delay of any kind by the Borrower, any other party to any Loan Document or any other Person, or any other circumstance whatsoever that might, but for the provisions of this clause (h), constitute a legal or equitable discharge of or defense to any obligation of the Guarantor hereunder. Section 10.03 Discharge Only Upon Payment in Full; Reinstatement in Certain Circumstances. The Guarantor’s obligations hereunder shall remain in full force and effect until all Obligations shall have been paid in full and all Commitments have been terminated. If at any time any payment of any Obligation is
rescinded or must be otherwise restored or returned upon the insolvency, bankruptcy or reorganization of the Borrower or otherwise, the Guarantor’s obligations hereunder shall be reinstated as though such payment had been due but not made at such time. Section 10.04 Waiver by Guarantor. The Guarantor irrevocably waives (a) acceptance hereof, presentment, demand for performance, promptness, diligence, notice of non-performance, default, acceleration, protest or dishonor and any notice not provided for herein, (b) any requirement that at any time any action be taken by any Person against the Borrower or any other Person, (c) any right to revoke this Guaranty, and (d) any defense based on any right of set-off, recoupment, counterclaim, withholding or other deduction of any nature against or in respect of the Obligations. Section 10.05 Subrogation. Upon making payment with respect to any Obligation, the Guarantor shall be subrogated to the rights of the payee against the Borrower with respect to such payment; provided that the Guarantor agrees it will not exercise any rights against the Borrower arising in connection with the Obligations by way of subrogation against the Borrower, or by reason of contribution against any other guarantor of such Obligations until all Obligations shall have been paid in full and all Commitments have been terminated. Section 10.06 Stay of Acceleration. If acceleration of the time for payment of any Obligation by the Borrower is stayed, enjoined or prevented for any reason (including but not limited to by reason of the insolvency or receivership of the Borrower or otherwise), all Obligations otherwise subject to acceleration under the terms of any Loan Document shall nonetheless be payable by the Guarantor forthwith on demand by the Administrative Agent. 52

SEdion 10.07 Continuing Guara,ty. The Guara,ty set forth in this Article X is a continuing
gua-a,ty, g,a1 I be binding on the Guara,tor and its suc.cesoors aid ass gns, aid shal I be enforcerol e by eoch
holder from time to time of the Obligations (including, without limitaion, the Administrciive Agent aid
the Lenders, each, a " Gua-a,tea:J Paty"). If all or part of any Guaranteed Party's interest in any Obligation
is assigned or otherwise transferred, the transferor's rights hereunder, to the extent applicable to the
obligation oo tra,sferroo, shall automatically betra,sferroo with such obligation; a,d without limitation of
the foregoing, a,y of the Obi i gai ons shal I be aid remain Obi i gati ons enti II oo to the benefit of this Guara,ty
if a,y Gua-a,tea:J Paty assgns or otherwise tra,sfers all or part of its interest in a,y Obl igation or a,y of
its rights or obi i gati ons under a,y Loa, Document.
SEdion 10.08 Default Payments by Borrower. Upon the occurrence and during thecontinuaion
of a,y default under a,y Obligation, if a,y amount shall be paid to the Gua-a,tor by or for the account of
the Borrower with re:pect to such Obl igation, such amount shall be held in trust for the bene'it of eoch
Lender aid theAdministrativeAgent aid g,al l forthwith be pad totheAdministraiveAgent to becrooitoo
a,d appl i oo to the Obi i gati ons when due a,d payable.
SEdion 10.09 Duty to Stay Advisa::l. The Gua-a,tor ~rees that the Lenders g,al l have no duty
to advise the Gua-a,tor of informaion known to them regarding the fina,cial condition of the Borrower
a,d theGuara,tor hereby assumesre:ponsibility for ke:ping itself advisa::l of thefina,cial condition of the
Borrower.
[Signature Pages to Fol low]
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Section 10.07 Continuing Guaranty. The Guaranty set forth in this Article X is a continuing guaranty, shall be binding on the Guarantor and its successors and assigns, and shall be enforceable by each holder from time to time of the Obligations (including, without limitation, the Administrative Agent and the Lenders, each, a “Guaranteed Party”). If all or part of any Guaranteed Party’s interest in any Obligation is assigned or otherwise transferred, the transferor’s rights hereunder, to the extent applicable to the obligation so transferred, shall automatically be transferred with such obligation; and without limitation of the foregoing, any of the Obligations shall be and remain Obligations entitled to the benefit of this Guaranty if any Guaranteed Party assigns or otherwise transfers all or part of its interest in any Obligation or any of its rights or obligations under any Loan Document. Section 10.08 Default Payments by Borrower. Upon the occurrence and during the continuation of any default under any Obligation, if any amount shall be paid to the Guarantor by or for the account of the Borrower with respect to such Obligation, such amount shall be held in trust for the benefit of each Lender and the Administrative Agent and shall forthwith be paid to the Administrative Agent to be credited and applied to the Obligations when due and payable. Section 10.09 Duty to Stay Advised. The Guarantor agrees that the Lenders shall have no duty to advise the Guarantor of information known to them regarding the financial condition of the Borrower and the Guarantor hereby assumes responsibility for keeping itself advised of the financial condition of the Borrower. [Signature Pages to Follow] 53

IN WITNESS WHEREOF, the pa1ies hereto have caised this Agreement to be duly exa:ute::i by
their re;pe:ti ve a.ithori ze::i officers as of the day aid yeer first above wri !ten.

BORROWER:

PPL CAPITAL FUNDING, INC.

/s' Ta:fd J. HenningaBy:
Nane: Ta:fd J. HenningaTitle: Vice President a,d Treasure-

GUARANTOR:

PPL CORPORATl ON

/s' Ta:fd J. HenningaBy:
Nane: Ta:fd J. HenningaTitle: Vice President a,d Treasure-

[Sgnature Page to Capital Funding Credit Agreerre,t)

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized officers as of the day and year first above written. BORROWER: PPL CAPITAL FUNDING, INC. By: /s/ Tadd J. Henninger Name: Tadd J. Henninger Title: Vice President and Treasurer GUARANTOR: PPL CORPORATION By: /s/ Tadd J. Henninger Name: Tadd J. Henninger Title: Vice President and Treasurer [Signature Page to Capital Funding Credit Agreement] #93059985v7

CANADIAN IMPERIAL BANK OF COMMERCE,
NEW YORK BRANCH, asAdministrativeAga,t cl1d
La,der

By:
/s/ Anju Abrcila-n
Nane: Anju Abn:t1an
Title: Authorized Signatory

[Sgnature Page to Capital Funding Credit Agreerre,t)

CANADIAN IMPERIAL BANK OF COMMERCE, NEW YORK BRANCH, as Administrative Agent and Lender By: /s/ Anju Abraham Name: Anju Abraham Title: Authorized Signatory [Signature Page to Capital Funding Credit Agreement] #93059985v7

Appendix A

COMMITMENTS
Lender
CANADIAN IMPERIAL BANK
OF COMMERCE, NEW YORK
BRANCH
Total

Commitment

$100,000,000.00
$100,000,000.00

Appendix A COMMITMENTS Lender Commitment CANADIAN IMPERIAL BANK OF COMMERCE, NEW YORK BRANCH $100,000,000.00 Total $100,000,000.00 #93059985v7

SCHEDULE 5.14
Material Subsidiaries

Juriooiction of Organization

Name
LG&E and KU Energy LLC

Kentucky

PPL Eloctric UtilitiesCorporction

PPL Global, LLC

Pennsylvania
Delatvae

SCHEDULE 5.14 Material Subsidiaries Name Jurisdiction of Organization LG&E and KU Energy LLC Kentucky PPL Electric Utilities Corporation Pennsylvania PPL Global, LLC Delaware #93059985v7

EXHIBIT A-I
Form of Notice of Borrowing

- - - - - -·- Ca-ia:lia-i Imperial Ba-ik of Commerce, Nem York Bra-ich
CIBC-CP&US Loa-i Operations
595 8ctf Street, 5th Floor
Toronto, ON M 5G 2C2
Emai l : malbox.USloa-iOperatiorn@cibc.com

La:liesa-id Gentlemen:

This notice shall constitute a "Notice of Borrowing" pursuant to Section 2.03 of the
$100,000,000 Term Loa-i Cre:lit Agreement date:! asof Apri l 1, 2020 (the " Cre:lit Agreement") arong PPL
Ccpital Funding, Inc., as Borrower, PPL Corpora:ion, as Gua-a-itor, the lending institutions pa1y therao
from timetotimea-id Ca-ia:lian Imperial Senk of Commerce, Nem York Brcnch, asAdministrativeAgent.
Terms define:! in the Cre:lit Agreement and not otherwise define:! herein have the re:pedive rnea,ings
provide:! for in the Cre:lit Agreement.
1.

The date of the Borrowing will be _ _ _ _ _~ _ _ _ _ __

2.

The aggr~a:e principal anount of the Borrowing wi 11 be _ _ _ _ 2

3.

The Borrowing will ronsist of [Base Rate] [ Euro-Dol l a-] Loa-is.

4.

The initial Interest Pa'"iod for the Loa-is comprising such Borrowing shal l be
3

[ In9:irt cPJ)rq::>ri a:e deli very i nstrudi ons, which shal I ind ude ba-ik a-id a::count number] .

1

Must beaBusinessDay.
Borrowings must becl"I cggra;iateprincipal cmount of $10,000,000 or cl"IY larger inta;iral multiple of $1 ,000,000.
3 Applical:>lefor Euro-Dollar LOcl"lsonly. Insert "one month", " two months", "three months" or "six months"
(subject to the provisions of the definition of"lnterest Period").
2

A-1-1

EXHIBIT A-l Form of Notice of Borrowing ______________, ____ Canadian Imperial Bank of Commerce, New York Branch CIBC-CPS-US Loan Operations 595 Bay Street, 5th Floor Toronto, ON M5G 2C2 Email : mailbox.USLoanOperations@cibc.com Ladies and Gentlemen: This notice shall constitute a “Notice of Borrowing” pursuant to Section 2.03 of the $100,000,000 Term Loan Credit Agreement dated as of April 1, 2020 (the “Credit Agreement”) among PPL Capital Funding, Inc., as Borrower, PPL Corporation, as Guarantor, the lending institutions party thereto from time to time and Canadian Imperial Bank of Commerce, New York Branch, as Administrative Agent. Terms defined in the Credit Agreement and not otherwise defined herein have the respective meanings provided for in the Credit Agreement. 1. The date of the Borrowing will be _______________, _____________.1 2. The aggregate principal amount of the Borrowing will be __________.2 3. The Borrowing will consist of [Base Rate] [ Euro-Dollar] Loans. 4. The initial Interest Period for the Loans comprising such Borrowing shall be __________________.3 [Insert appropriate delivery instructions, which shall include bank and account number]. 1 Must be a Business Day. 2 Borrowings must be an aggregate principal amount of $10,000,000 or any larger integral multiple of $1,000,000. 3 Applicable for Euro-Dollar Loans only. Insert “one month”, “two months”, “three months” or “six months” (subject to the provisions of the definition of “Interest Period”). A-1-1 #93060257v4

PPL CAPITAL FUNDING, INC.

By: _ _ _ _ _ _ _ _ _ _ _ _ __
Nare:
Title:

A-1-2

PPL CAPITAL FUNDING, INC. By: Name: Title: A-1-2 #93060257v4

EXHIBIT A -2
Form of Notice of Conversion/Continuation

- - - - - -·- Ca-ia:lia-i Imperial Ba-ik of Commerce, Nem York Bra-ich
CIBC-CP&US Loan Operations
595 Bctf Street, 5th Floor
Toronto, ON M 5G 2C2
Email : malbox.USloanOpera:iorn@cibc.com

La:liesa-id Gentlemen:

This notice shall constitute a "Notice of Conversion/Continuation" pursuant to Section
2.06(d)(ii) of the $100,000,000 Term Loan Credit Agreement daed as of April 1, 2020 (the "Credit
Agreement") a-nong PPL ~ital Funding, Inc., as Borrower, PPL Corporation, as Gua-a-itor, the lending
institutions pa-ty thereto from time to time and Ca-ia:lia-i Imperial Ba-ik of Commerce, Nem York
Bra-ich, as Administrative Agent. Terms dEti ned in the Credit Agreement a-id not otherwise defined herein
have the respective mea,ings provided for in the Credit Agreement.

1.
The Group of Loans (or portion thereof) to which this notice "'plies is [all or a
portion of all Base Ra:e Loa-is currently outsta-iding] [all or a portion of all Euro-Doll a- Loans currently
outsta-iding having a-i Interest Period of _
months and ending on the Election Date specified
below] .
The date on which the conversion/continuation selected hereby isto be effective
2
is _ _ __, _ _ _ _ _(the "B a:::tion Da:e"). 4

3.
The principal amount of the Group of Loans (or portion thereof) to which this
notice "'plies is$_ _ _ _ _ _ _ 5
4.
[The Group of Loa,s (or portion thereof) which are to be converted will beerinterest based upon the [Base Rate] [Adjusted London I nterba-ik Offered Rate].] [The Group of Loans (or
portion thereof) which a-eto be continued will bear interest based upon the [Base Rate][Adjusted London
Interbank Offered Rate] .]

5.

The Interest Period for such Loans will be _ _ _ _ _ _ 6

PPL CAPITAL FUNDING, INC.
By: _ _ _ _ _ _ _ _ _ _ _ _ __
Nare:
4

Must be a Business Day.
to a portion of thecggregcteprindpa a-nount of the releVait Grcq, of Loais: providoo Iha (i) 9JCh portion
is aIocatoo ratool y arong the L oais COfl'l)ri sing such Grcq, aid (ii) the portion to which such notice applies, aid
therEmcining portion to which it does not apply, a-eeoch $10,000,000 or aiy la-ga- integra multiple of $1,000,000.
6
Applicooleonly in the caooof a conva-sion to, or a oontinuation of, Euro-Doller Loais. lnSEJI "one month", "two
months", "three months" or "six months" (subject to the provisions of the definition of Interest Period).
5 May apply

A-2-1

EXHIBIT A-2 Form of Notice of Conversion/Continuation ______________, ____ Canadian Imperial Bank of Commerce, New York Branch CIBC-CPS-US Loan Operations 595 Bay Street, 5th Floor Toronto, ON M5G 2C2 Email : mailbox.USLoanOperations@cibc.com Ladies and Gentlemen: This notice shall constitute a “Notice of Conversion/Continuation” pursuant to Section 2.06(d)(ii) of the $100,000,000 Term Loan Credit Agreement dated as of April 1, 2020 (the “Credit Agreement”) among PPL Capital Funding, Inc., as Borrower, PPL Corporation, as Guarantor, the lending institutions party thereto from time to time and Canadian Imperial Bank of Commerce, New York Branch, as Administrative Agent. Terms defined in the Credit Agreement and not otherwise defined herein have the respective meanings provided for in the Credit Agreement. 1. The Group of Loans (or portion thereof) to which this notice applies is [all or a portion of all Base Rate Loans currently outstanding] [all or a portion of all Euro-Dollar Loans currently outstanding having an Interest Period of ___ months and ending on the Election Date specified below]. 2. The date on which the conversion/continuation selected hereby is to be effective is __________, ___________(the “Election Date”).4 3. The principal amount of the Group of Loans (or portion thereof) to which this notice applies is $_________________.5 4. [The Group of Loans (or portion thereof) which are to be converted will bear interest based upon the [Base Rate] [Adjusted London Interbank Offered Rate].] [The Group of Loans (or portion thereof) which are to be continued will bear interest based upon the [Base Rate][Adjusted London Interbank Offered Rate].] 5. The Interest Period for such Loans will be _______________.6 PPL CAPITAL FUNDING, INC. By: Name: 4 Must be a Business Day. 5 May apply to a portion of the aggregate principal amount of the relevant Group of Loans; provided that (i)
such portion is allocated ratably among the Loans comprising such Group and (ii) the portion to which such notice applies, and the remaining portion to which it does not apply, are each $10,000,000 or any larger integral multiple of $1,000,000. 6 Applicable only in the case of a conversion to, or a continuation of, Euro-Dollar Loans. Insert “one month”, “two months”, “three months” or “six months” (subject to the provisions of the definition of Interest Period). A-2-1 #93060257v4

Title:

A-2-2

Title: A-2-2 #93060257v4

EXHIBIT B
Form of Note
FOR VALUE RECEIVED, the undersignoo, PA.. CAPITAL FUNDING, INC., a Delawae
corporation (the " Borrower"), pro mises to pay to _ _ _ _ _ _ _ (the " Lender") or its permittoo
ruccesrors and its regi steroo assigns, in occordance with the Crooi t Agreement (as hereinafter da'i noo), the
principal sum of _ _ _ _ _ _ _ _ AND _ _-'/100sDOLLARS($_ _ _ __,, or, if less,
the principal amount of al I Loans a:lvancoo by the Lender to the Borrower pursuant to the Crooi t Agreement
(as da'ined below), plus interest as hereinafter providoo.
All capitalizoo terms used herein shall have the meanings as::riboo to them in that certan
$100,000,000 Term Loan Crooit Agreement datoo as of April 1, 2020 (as the same may be amendoo,
modified or supple me nted from time to time, the " Credit Agreement") by and among the Borrower,
PA.. Corporation, as Guaantor, the lenders party thereto (collectively, the " Lenders'') and Cana:lian
Imperial Bank of Commerce, New York Branch, as administrative agent (the "Administrative Agent") for
itself and on behalf of the Lenders, ex~t to the extent such capitalizoo terms ae otherwise da'inoo or
limitoo herein.
The Borrower shal I repay principal outstanding hereunder from ti me to ti me, as necessay, in
order to comply with the Crooit Agreement. All amounts paid by the Borrower shall be applied to the
Obligations in such order of application asprovidoo in the Crooit Agreement.
A f inal payment of all principal amounts and other Obligations then outstanding hereunder
shall be due and payci:>le on the maturity date providoo in the Crooit Agreement, or such ealier date as
payment of the Loans shal I be due, whether by occeleration or otherwise.
The Borrower shal l be entitloo to borrow, repay, continue and convert the Lender' s Loans (or
portions thereof) hereunder pursuant to the terms and conditions of the Crooit Agreement. Prepayment
of the principal anount of any Loan may be ma:leas providoo in the Crooit Agreement.
The Borrower hereby promises to pay interest on the unpa d principal anount hereof as provi doo in
Artide II of the Crooit Agreement. Interest under this Note shal I alro be due and payci:>lewhen this Note
shal l become due (whether at maturity, by reaoon of occeleration or otherwise). Overdue principal and, to
the extent permittoo by law, overdue interest, shall bea interest payci:>le on DEMAND at the da'ault rate
as provi doo in the Crooit Agreement.
I n no event shal I the anount of interest due or payci:>I e hereunder exceed the maxi mum rate of
interest allowoo by applicci:>le law, and in the event any such payment is ina:lvertently ma:le by the
Borrower or inadvertently receivoo by the Lender, then such excess sum shall be crooitoo as a payment
of principal, unless the Borrower shall notify the Lender in writing that it elects to have such excess sum
returned forthwith. It is the express intent hereof that the Borrower not pay and the Lender not receive,
directly or i ndi rectl y in any manner whatroever, interest in excess of that which may Iegal Iy be pad by the
Borrower under appl i cci:>I e Iaw.
All parties now or hereafter lici:>le with re;pect to this Note, whether the Borrower, any guaantor,
endorser or any other Perron or entity hereby waive presentment for payment, demand, notice of nonpayment or dishonor, protest and notice of protest of this Note.
No delay or omission on the part of the Lender or its permittoo succesrors and its registeroo
assigns in exercising its rights under this Note, or delay or omission on the part of the Lender or its
B-1

EXHIBIT B Form of Note FOR VALUE RECEIVED, the undersigned, PPL CAPITAL FUNDING, INC., a Delaware corporation (the “Borrower”), promises to pay to _________________ (the “Lender”) or its permitted successors and its registered assigns, in accordance with the Credit Agreement (as hereinafter defined), the principal sum of ____________________ AND _______/100s DOLLARS ($______________), or, if less, the principal amount of all Loans advanced by the Lender to the Borrower pursuant to the Credit Agreement (as defined below), plus interest as hereinafter provided. All capitalized terms used herein shall have the meanings ascribed to them in that certain $100,000,000 Term Loan Credit Agreement dated as of April 1, 2020 (as the same may be amended, modified or supplemented from time to time, the “Credit Agreement”) by and among the Borrower, PPL Corporation, as Guarantor, the lenders party thereto (collectively, the “Lenders”) and Canadian Imperial Bank of Commerce, New York Branch, as administrative agent (the “Administrative Agent”) for itself and on behalf of the Lenders, except to the extent such capitalized terms are otherwise defined or limited herein. The Borrower shall repay principal outstanding hereunder from time to time, as necessary, in order to comply with the Credit Agreement. All amounts paid by the Borrower shall be applied to the Obligations in such order of application as provided in the Credit Agreement. A final payment of all principal amounts and other Obligations then outstanding hereunder shall be due and payable on the maturity date provided in the Credit Agreement, or such earlier date as payment of the Loans shall be due, whether by acceleration or otherwise. The Borrower shall be entitled to borrow, repay, continue and convert the Lender’s Loans (or portions thereof) hereunder pursuant to the terms and conditions of the Credit Agreement. Prepayment of the principal amount of
any Loan may be made as provided in the Credit Agreement. The Borrower hereby promises to pay interest on the unpaid principal amount hereof as provided in Article II of the Credit Agreement. Interest under this Note shall also be due and payable when this Note shall become due (whether at maturity, by reason of acceleration or otherwise). Overdue principal and, to the extent permitted by law, overdue interest, shall bear interest payable on DEMAND at the default rate as provided in the Credit Agreement. In no event shall the amount of interest due or payable hereunder exceed the maximum rate of interest allowed by applicable law, and in the event any such payment is inadvertently made by the Borrower or inadvertently received by the Lender, then such excess sum shall be credited as a payment of principal, unless the Borrower shall notify the Lender in writing that it elects to have such excess sum returned forthwith. It is the express intent hereof that the Borrower not pay and the Lender not receive, directly or indirectly in any manner whatsoever, interest in excess of that which may legally be paid by the Borrower under applicable law. All parties now or hereafter liable with respect to this Note, whether the Borrower, any guarantor, endorser or any other Person or entity hereby waive presentment for payment, demand, notice of non- payment or dishonor, protest and notice of protest of this Note. No delay or omission on the part of the Lender or its permitted successors and its registered assigns in exercising its rights under this Note, or delay or omission on the part of the Lender or its B-1 #93060257v4

permitta:I succes9Jrs end its r~istera:I assigns, the Administrative Agent or the Lenders collectively, or
any of them, in exercising its or their rights under the Cra:lit Agreement or under any other Loan
Document, or course of conduct relating thereto, shal operateasawaver of such rights or any other right
of the Lender or its pa-mi tta:I succes9Jrs and its r~i stera:I assigns, nor sha I any waver by the Lender or
its permitta:I succes9Jrs and its r~i stera:I assigns, the A dmi ni strati ve Agent, the Requi ra:I Lenders or the
Lenders col Iecti vel y, or any of them, of any such right or rights on any one occasion be deema:I a bar to, or
waver of, the same right or rights on any future occasion.
This Note is one of the Notes referra:I to in, and evidences the Lender's Loans (or portion
thereof) under, and is entitla:I to the benefits and subject to the terms of, the Cra:lit Agreement, which
contains provisions with respect to the acceleration of the maturity of this Note upon the happening of
certain stata:I events, end provisions for prepayment.
This Note is a,titla:I to the bEne'it of the Guaranty of the Guarantor, as set forth in the Cra:lit
Agreement. Reta-enceismadetotheCra:lit Agreement for adeocription of the terms and conditions of such
Guaranty, and the respective rights and Ii mi tati ons of the Lender, the Borrower and the Guarantor thereunda-.
Unless and until an Assignment and Acceptance Effecting the assignment or transfa- of the
obligations evida,ca:I ha-el:)y shal ha,,e been accEpta:I by the Administrative Aga,t and roo:irda:I in the
R~i sta- as providoo in the Crooit Agreement, the Borrowa- and the Admi ni strati ve Agent sha I be entiti a:I
to deem end treet the Lender as the owner and holda- of this Note end the Loari evidenca:I ha-roy.
This Note sha I be governa:I by and construa:I in accordance with the i nta-na Ia.Ns of the State of

New York.
[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK)
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permitted successors and its registered assigns, the Administrative Agent or the Lenders collectively, or any of them, in exercising its or their rights under the Credit Agreement or under any other Loan Document, or course of conduct relating thereto, shall operate as a waiver of such rights or any other right of the Lender or its permitted successors and its registered assigns, nor shall any waiver by the Lender or its permitted successors and its registered assigns, the Administrative Agent, the Required Lenders or the Lenders collectively, or any of them, of any such right or rights on any one occasion be deemed a bar to, or waiver of, the same right or rights on any future occasion. This Note is one of the Notes referred to in, and evidences the Lender’s Loans (or portion thereof) under, and is entitled to the benefits and subject to the terms of, the Credit Agreement, which contains provisions with respect to the acceleration of the maturity of this Note upon the happening of certain stated events, and provisions for prepayment. This Note is entitled to the benefit of the Guaranty of the Guarantor, as set forth in the Credit Agreement. Reference is made to the Credit Agreement for a description of the terms and conditions of such Guaranty, and the respective rights and limitations of the Lender, the Borrower and the Guarantor thereunder. Unless and until an Assignment and Acceptance effecting the assignment or transfer of the obligations evidenced hereby shall have been accepted by the Administrative Agent and recorded in the Register as provided in the Credit Agreement, the Borrower and the Administrative Agent shall be entitled to deem and treat the Lender as the owner and holder of this Note and the Loan evidenced hereby. This Note shall be governed by and construed in accordance with the internal laws of the State of New York. [THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] B-2 #93060257v4

IN WITNESS WHEREOF, the undersigned has caisa:J this Note to be executed by its duly
aithori zed rE:presentati ve as of the day a.d yea- fi rst roove wri tter1.

PA.. CAPITAL FUNDING, INC.
By:_ _ _ _ _ _ _ _ _ _ _ _ __
Nane:
Title:

IN WITNESS WHEREOF, the undersigned has caused this Note to be executed by its duly authorized representative as of the day and year first above written. PPL CAPITAL FUNDING, INC. By: Name: Title: #93060257v4

EXHIBIT C
Form of Assignment and Assumption Agreement
This Assignment and Assumption (the " Assignment and Assumption") is dated as of the Effective
Date set forth below and is entered into by and between [the] [each) 7 Assignor identified on the
Schedules hereto as " Assignor" [or " Assignors" (collectively, the " Assignors" and each] an " Assignor" )
and (the] [ ea::h) 8 Assignee identified on the Schedules hereto as " Assignee" or "Assignees"
(collectively, the " Assignees" and each an "Assignee"). [It is understood and agreed that the rights
and obligations of [the Assignors] [theAssignees] 9 hereunder aeseveral and notjoint.] 1 Capital ized
terms used but not defined herein shall have themeaiingsgiven to them in the Credit Agreement identified
below (the " Credit Agreement"), receipt of a copy of which is hereby acknowledged by [the) [ea::h]
Assignee. The Standad Terms and Conditions sel forth in Annex 1 attached hereto ae hereby agree::! to
and inoorporated herein by reference and made a pat of this Assignment and Assumption as if sel forth
herein in full.

°

For an agreed consideration, [the] (ea::h) Assignor hereby irrevocably sells and assigns to [the
Assignee) [the respective Assignees], and [the) (each] Assignee hereby irrevocably purchases and
assumes from [the Assignor] [therespectiveAssignors], subject to and in accordance with the Standard
Terms and Conditions and the Credit Agreement, as of the Effective Date inserted by the Administrative
Agent as contemplated below (a) al l of [the Assignor 's] [the respective Assignors'] rights and obligations
in [its capacity as a Lender) [their respective capacities as Lenders) under the Credit Agreement and any
other documents or instruments delivered pur&.1ant thereto to the extent related to the anount and percentage
interest identified below of all of such outstanding rights and obl igations of [the Assignor] [the
respective Assignors] under the respective facilities identified below (including without limitation
any guarantees included in such facilities) and (b) to the extent permitted to be assigned under applicable
laN, all dams, &Jits, causes of action and any other right of [the Assignor (in its capacity as a Lender)]
(the respective Assignors (in their respective capacities as Lenders)] aganst any Perron, whether known
or unknown, a i sing under or in connection with the Credit Agreement, any other documents or instruments
del ivered pur&.1ant thereto or the Ioan transactions governed thereby or in any way based on or related to
any of the foregoing, induding, but not limited to, contract dams, tort dams, malpractice claims,
statutory daims and al l other claims at laN or in equity related to the rights and obl igations rold and
assigned pursuant to dause (a) above (the rights and obi igations rold and assigned by [the] [any)
Assignor to [the] [any] Assigneepur&.1ant to clauses(a) and (b) above being referred to herein collectively
as, the " Assigned Interest"). Each such sale and assignment is without recourse to [the) [any] Assignor
and, except as express! y provided in this Assignment and Assumption, without rE:l)resentati on or waranty
by [the] [any) Assignor.

1.

Assignor:

See S::hedul e attached hereto

2.

AssignEe:

See S::hedul e attached hereto

7

For bracketed language here a:1d elsewhere in this form relating to theAssignor(s), if the assignment is from a
single Assignor, d'loosethefirst bracketed language. If the assignment is from multiple Assignors, choose the
second bracketed language.
8 For bracketed language here and elsewhere in this form relati ng to the Assignee(s), if the assignment is to a
single Assignee, choose the first bracketed language. If the assignment isto multiple Assignees, choose the second
bracketed Ianguage.
9 Sele::! as appropriae.
10
lndudebracketed language if there are either multiple Assignors or multiple Assignees.
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EXHIBIT C Form of Assignment and Assumption Agreement This Assignment and Assumption (the “Assignment and Assumption”) is dated as of the Effective Date set forth below and is entered into by and between [the] [each] 7 Assignor identified on the Schedules hereto as “Assignor” [or “Assignors” (collectively, the “Assignors” and each] an “Assignor”) and [the] [each]8 Assignee identified on the Schedules hereto as “Assignee” or “Assignees” (collectively, the “Assignees” and each an “Assignee”). [It is understood and agreed that the rights and obligations of [the Assignors] [the Assignees]9 hereunder are several and not joint.]10 Capitalized terms used but not defined herein shall have the meanings given to them in the Credit Agreement identified below (the “Credit Agreement”), receipt of a copy of which is hereby acknowledged by [the] [each] Assignee. The Standard Terms and Conditions set forth in Annex 1 attached hereto are hereby agreed to and incorporated herein by reference and made a part of this Assignment and Assumption as if set forth herein in full. For an agreed consideration, [the] [each] Assignor hereby irrevocably sells and assigns to [the Assignee] [the respective Assignees], and [the] [each] Assignee hereby irrevocably purchases and assumes from [the Assignor] [the respective Assignors], subject to and in accordance with the Standard Terms and Conditions and the Credit Agreement, as of the Effective Date inserted by the Administrative Agent as contemplated below (a) all of [the Assignor’s] [the respective Assignors’] rights and obligations in [its capacity as a Lender] [their respective capacities as Lenders] under the Credit Agreement and any other documents or instruments delivered pursuant thereto to the extent related to the amount and percentage interest identified below of all of such outstanding rights and obligations of [the Assignor] [the respective Assignors] under the respective facilities identified below
(including without limitation any guarantees included in such facilities) and (b) to the extent permitted to be assigned under applicable law, all claims, suits, causes of action and any other right of [the Assignor (in its capacity as a Lender)] [the respective Assignors (in their respective capacities as Lenders)] against any Person, whether known or unknown, arising under or in connection with the Credit Agreement, any other documents or instruments delivered pursuant thereto or the loan transactions governed thereby or in any way based on or related to any of the foregoing, including, but not limited to, contract claims, tort claims, malpractice claims, statutory claims and all other claims at law or in equity related to the rights and obligations sold and assigned pursuant to clause (a) above (the rights and obligations sold and assigned by [the] [any] Assignor to [the] [any] Assignee pursuant to clauses (a) and (b) above being referred to herein collectively as, the “Assigned Interest”). Each such sale and assignment is without recourse to [the] [any] Assignor and, except as expressly provided in this Assignment and Assumption, without representation or warranty by [the] [any] Assignor. 1. Assignor: See Schedule attached hereto 2. Assignee: See Schedule attached hereto 7 For bracketed language here and elsewhere in this form relating to the Assignor(s), if the assignment is from a single Assignor, choose the first bracketed language. If the assignment is from multiple Assignors, choose the second bracketed language. 8 For bracketed language here and elsewhere in this form relating to the Assignee(s), if the assignment is to a single Assignee, choose the first bracketed language. If the assignment is to multiple Assignees, choose the second bracketed language. 9 Select as appropriate. 10 Include bracketed language if there are either multiple Assignors or multiple Assignees. C-1 #93060257v4

3.

Borrow8":

FR.. Ccpita Funding, Inc.

4.
Administrative Agent: Caia:Jia, lmpa"ia Ba,k of Comma"ce, New York Bra,ch, as the
a:lmi nistrative ~ent undff the Cra:lit Agreement
5.
Cra:lit Agreement: The $100,000,000 Tffm Loa, Cra:lit Agreement data:! as of April 1, 2020 by
a,d c111ong FR.. Ccpita Funding, Inc., as Borrower, PPL Corporation, as Guarantor, the Lenders party
thereto and Ca,a:Jia, lmperia Bc11k of Commffce, New York Bra,ch, as Administrctive Agent (as
c111enda:l, resata:l, supplementa:l or otherwise modifia:l)
6.

Assigna:l lnteres: S:eScha:luleattacha:l hereto

(7.

Tra:le Date:

11

---------

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]

11 To beCC>nl)leioo if theAssgnor(s) aid theAssgnee(s) intend thci the minimum assignme,t amount is to be
deiermi noo as of the T ra!e Dae.
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3. Borrower: PPL Capital Funding, Inc. 4. Administrative Agent: Canadian Imperial Bank of Commerce, New York Branch, as the administrative agent under the Credit Agreement 5. Credit Agreement: The $100,000,000 Term Loan Credit Agreement dated as of April 1, 2020 by and among PPL Capital Funding, Inc., as Borrower, PPL Corporation, as Guarantor, the Lenders party thereto and Canadian Imperial Bank of Commerce, New York Branch, as Administrative Agent (as amended, restated, supplemented or otherwise modified) 6. Assigned Interest: See Schedule attached hereto [7. Trade Date: ______________________]11 [REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 11 To be completed if the Assignor(s) and the Assignee(s) intend that the minimum assignment amount is to be determined as of the Trade Date. C-2 #93060257v4

Effective Dae: - - - -~20_
[TO BE INSERTED BY ADMINISTRATIVE AGENT AND WHICH SHALL BE THE EFFECTIVE
DA TE OF RECORD A Tl ON OF TRANSFER IN THE REGISTER THEREFOR.]

The terms set forth in this Assignment and As,umption a-e hereby agreed to:
ASSIGNOR
[NAME OF ASSIGNOR]
By: _ _ _ _ _ _ _ _ _ _ _ __
Title:

ASSIGNEE

S3e S)hooul e attachoo hereto
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Effective Date: _____________, 20____ [TO BE INSERTED BY ADMINISTRATIVE AGENT AND WHICH SHALL BE THE EFFECTIVE DATE OF RECORDATION OF TRANSFER IN THE REGISTER THEREFOR.] The terms set forth in this Assignment and Assumption are hereby agreed to: ASSIGNOR [NAME OF ASSIGNOR] By: ________________________________________ Title: ASSIGNEE See Schedule attached hereto C-3 #93060257v4

[~ta:i to cnd] 12 Aro:pta:i:
CANADIAN IMPERIAL BANK OF COMMERCE, NEW YORK BRANCH,
as Administrative Agent
By _ _ _ _ _ _ _ _ _ _ _ _ __
Title:

[Con001ta:l to:] 13
PPL CAPITAL FUNDING, INC.
By _ _ _ _ _ _ _ _ _ _ _ _ __
Title:

12
13

To be aidoo only if the consent of the Administrative Agent is requiroo by the terms of the Crooit Agreement.
To beaidoo only if the consent of the Borrower isrequiroo by the terms of theCrooit Agreement.
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[Consented to and]12 Accepted: CANADIAN IMPERIAL BANK OF COMMERCE, NEW YORK BRANCH, as Administrative Agent By Title: [Consented to:]13 PPL CAPITAL FUNDING, INC. By __________________________________ Title: 12 To be added only if the consent of the Administrative Agent is required by the terms of the Credit Agreement. 13 To be added only if the consent of the Borrower is required by the terms of the Credit Agreement. C-4 #93060257v4

SCHEDULE
To Assignment aid Assumption

By itsexocution of this Sche:lule, theAssignee(s) agree(s) to the terms set forth in the attoche:I
Assignment aid Assumption.
Assi gne:I Interests:
Amount of
Aggregate Amount of
Commitment/ Loais for Commitment/ Loais
~I Lenders14
Assigne:115

Percentage Assi gne:I of
Commitment/ Loais16

$

%

$

CUSIPNumber

[aid isai Affilicieof [identifyla,der]] 16

[NAME OF ASSIGNEE] 17

14 Amount

to be a:lj uste:J by the countapati es to ta<e into a:xxxmt a,y payments or prepayments ma:le between the
Tra:le Dae aid the Effective Date.
15 A mount to be a:lj uste:J by the counterpaties to ta<e into occount a,y payments or prepayments ma:le between the
Tra:le Dae aid the Effective Dae.
16
Set forth, to a least 9 decimals, asapercentcgeof theCommitmenULoaisof al l Lenders thereunder.
17
Add a:lditional signaure blocks, as nee:Je:J.
18
Select as cpplicalble.
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SCHEDULE To Assignment and Assumption By its execution of this Schedule, the Assignee(s) agree(s) to the terms set forth in the attached Assignment and Assumption. Assigned Interests: Aggregate Amount of Amount of Percentage Assigned of CUSIP Number Commitment/ Loans for Commitment/ Loans Commitment/ Loans16 all Lenders14 Assigned15 $ $ % [NAME OF ASSIGNEE]17 [and is an Affiliate of [identify Lender]]18 14 Amount to be adjusted by the counterparties to take into account any payments or prepayments made between the Trade Date and the Effective Date. 15 Amount to be adjusted by the counterparties to take into account any payments or prepayments made between the Trade Date and the Effective Date. 16 Set forth, to at least 9 decimals, as a percentage of the Commitment/Loans of all Lenders thereunder. 17 Add additional signature blocks, as needed. 18 Select as applicable. C-5 #93060257v4

ANNEX 1 to Assignment and ASSJmption
TERM LOAN CREDIT AGREEMENT DATED ASOF
APRIL 1, 2020
BY AND AMONG
PPL CAPITAL FUNDING, INC., AS BORROWER,
PPL CORPORA Tl ON, AS GUARANTOR
THE LENDERS PARTY THERETO
AND CANADIAN IMPERIAL BANK OF COMMERCE, NEW YORK BRANCH,
ASADMINISTRA TIVE AGENT
STANDARD TERMS AND CONDITIONSFORASSIGNMENT AND ASSUMPTION

1.

Represaitati ons aid Wa-ranti es.

1.1 Assignor. [The] [Each] Assignor (a) represents and warrants that (i) it is thelega
aid bene'icial owner of[the] [the relevant] Assigned Interest, (ii) [the] [such] Assigned Interest is free and
clear of any lien, encumbrance or other adverse claim and (iii) ii has full power and authority, and has
taken all action n ~. to exe:uteand deliver this Assignment and ASSJmption and to consummate the
transa::tions conterll)lcted hereby; a,d (b) ass.Jmes no responsibility with respe:t to (i) any statements,
wa-ranties or representations made in or in conne:tion with the Credit Agreement or any otha- Loan
Document, (ii) the execution, lega ity, validity, enforceability, genuineness, sufficiency or value of the
Loan Documents or any collcteral thereunder, (iii) the financial condition of the Borrower, any of its
Subsidia-ies or Affiliates or any other Perron obligcted in respe:t of any Loan Document or (iv) the
performance or observance by the Borrower, any of its Subsi di a-i es or Affi Ii cies or any otha- Perron of any
of their respe:ti ve obi i gcti ons under any Loan Document.
1.2. Assignee. [The] [Each] Assignee (a) represents and wa-rants thct (i) it has full
power and authority, and has taken all action necessary, to exe:ute and deliver this Assignment aid
ASSJmption and to consummate the transactions contemplcied ha-eby aid to be:ome a Lender under the
Credit Agreement, (ii) it meets all requirements of an Eligible Assignee under the Credit Agreement
(subject to receipt of such consents as may be required under the Credit Agreement), (iii) from and ater
the Effe:tive Date, it shal be bound by theprovisionsof the Credit Agreement asa Lender thereunder and,
to the extent of the Assigned Interest, shall have the obligations of a Lender thereunder, (iv) it is
sophisticated with respe:t to decisions to acquire assets of the type represented by the Assigned Interest
and either it, or the Person exercising discretion in making its decision to acquire the Assigned Interest,
is experienced in acquiring assets of such type, (v) it has received a copy of the Credit Agreement,
together with copies of the most rocent financial statements delivered pursuant to Section 6.01 theroof,
as <l)plicable, and such other documents and i nformction as it has deemed <l)propri ate to make its own
credit analysis and docision to enter into this Assignment aid ASSJmption and to purchase [the] [the
relevant] A<f!S gned Interest on the basis of which it has made such analysis and doci si on independently and
without reliance on theAdministrativeAgent or any other Lender and (vi) based on such documents and
information as it has deemed <l)propriate, made its own credit analysis and decision to enter into this
Assignment and Assumption and to purchase (the)[such] Assigned Interest and (b) agrees that (i) it will ,
independently and without reliance on the Administrative Agent, [the] [any] Assignor or any other
Lender, and based on such documents and information as it shall deem <l)propricte at the time, continue
to make its own credit decisions in taking or not taking action under the Loan Documents, aid (ii) it will
perform in accordance with their terms all of the obligations that by the terms of the Loan Documents a-e
required to be performed by it as a Lends-.

2
Payments. From and after the Effoctive Date, theAdministrativeAgent shall make all
payments in respe:t of the Assigned lnta-est (including payments of principal, inta-est, fees and othaC-6

ANNEX 1 to Assignment and Assumption TERM LOAN CREDIT AGREEMENT DATED AS OF APRIL 1, 2020 BY AND AMONG PPL CAPITAL FUNDING, INC., AS BORROWER, PPL CORPORATION, AS GUARANTOR THE LENDERS PARTY THERETO AND CANADIAN IMPERIAL BANK OF COMMERCE, NEW YORK BRANCH, AS ADMINISTRATIVE AGENT STANDARD TERMS AND CONDITIONS FOR ASSIGNMENT AND ASSUMPTION 1. Representations and Warranties. 1.1 Assignor. [The] [Each] Assignor (a) represents and warrants that (i) it is the legal and beneficial owner of [the] [the relevant] Assigned Interest, (ii) [the] [such] Assigned Interest is free and clear of any lien, encumbrance or other adverse claim and (iii) it has full power and authority, and has taken all action necessary, to execute and deliver this Assignment and Assumption and to consummate the transactions contemplated hereby; and (b) assumes no responsibility with respect to (i) any statements, warranties or representations made in or in connection with the Credit Agreement or any other Loan Document, (ii) the execution, legality, validity, enforceability, genuineness, sufficiency or value of the Loan Documents or any collateral thereunder, (iii) the financial condition of the Borrower, any of its Subsidiaries or Affiliates or any other Person obligated in respect of any Loan Document or (iv) the performance or observance by the Borrower, any of its Subsidiaries or Affiliates or any other Person of any of their respective obligations under any Loan Document. 1.2. Assignee. [The] [Each] Assignee (a) represents and warrants that (i) it has full power and authority, and has taken all action necessary, to execute and deliver this Assignment and Assumption and to consummate the transactions contemplated hereby and to become a Lender under the Credit Agreement, (ii) it meets all requirements of an Eligible Assignee under the Credit Agreement
(subject to receipt of such consents as may be required under the Credit Agreement), (iii) from and after the Effective Date, it shall be bound by the provisions of the Credit Agreement as a Lender thereunder and, to the extent of the Assigned Interest, shall have the obligations of a Lender thereunder, (iv) it is sophisticated with respect to decisions to acquire assets of the type represented by the Assigned Interest and either it, or the Person exercising discretion in making its decision to acquire the Assigned Interest, is experienced in acquiring assets of such type, (v) it has received a copy of the Credit Agreement, together with copies of the most recent financial statements delivered pursuant to Section 6.01 thereof, as applicable, and such other documents and information as it has deemed appropriate to make its own credit analysis and decision to enter into this Assignment and Assumption and to purchase [the] [the relevant] Assigned Interest on the basis of which it has made such analysis and decision independently and without reliance on the Administrative Agent or any other Lender and (vi) based on such documents and information as it has deemed appropriate, made its own credit analysis and decision to enter into this Assignment and Assumption and to purchase [the][such] Assigned Interest and (b) agrees that (i) it will, independently and without reliance on the Administrative Agent, [the] [any] Assignor or any other Lender, and based on such documents and information as it shall deem appropriate at the time, continue to make its own credit decisions in taking or not taking action under the Loan Documents, and (ii) it will perform in accordance with their terms all of the obligations that by the terms of the Loan Documents are required to be performed by it as a Lender. 2. Payments. From and after the Effective Date, the Administrative Agent shall make all payments in respect of the Assigned Interest (including payments of principal, interest, fees and
other C-6 #93060257v4

amounts) to the Assignor for a11ounts that have accrued to but excluding the Effective Date a,d to the
Assignee for amounts that have accrued from aid after the Effective Ocie. Notwithstaidi ng the foreJC)ing,
theAdministrciiveAg01t stial ma<eal l pcffma,tsof interest, fees or otha-anountspadorpcffrolein kind from
a,d cita- the Effedive Ocie to [the][the releva,t) Assignee.
3.
General Provisions. ThisAssignment and Assumption shall be binding upon, and inure
to the benefit of, the paiies hereto aid their re:pective succesoors and assigns. This Assignment aid
Assumption may be executed in a,y number of counterpais, which togetha- shall constitute one
instrument. Delivery of a, executed counterpai of a signciure p~e of this Assignment a1d Assumption
by telecopy shall be effective as delivery of a ma,ually executed counterpa-t of this Assignment end
Assumption. This Assignment end Assumption shall be governed by and construed in occorda,cewith
the internal laws of the State of New York.
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amounts) to the Assignor for amounts that have accrued to but excluding the Effective Date and to the Assignee for amounts that have accrued from and after the Effective Date. Notwithstanding the foregoing, the Administrative Agent shall make all payments of interest, fees or other amounts paid or payable in kind from and after the Effective Date to [the][the relevant] Assignee. 3. General Provisions. This Assignment and Assumption shall be binding upon, and inure to the benefit of, the parties hereto and their respective successors and assigns. This Assignment and Assumption may be executed in any number of counterparts, which together shall constitute one instrument. Delivery of an executed counterpart of a signature page of this Assignment and Assumption by telecopy shall be effective as delivery of a manually executed counterpart of this Assignment and Assumption. This Assignment and Assumption shall be governed by and construed in accordance with the internal laws of the State of New York. C-7 #93060257v4

EXHIBIT D

Formsof Opinion of Counsel for the Loan Parties

[ ooe atta::ha:l]
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EXHIBIT D Forms of Opinion of Counsel for the Loan Parties [see attached] D-1 #93060257v4

EXHIBIT E-1
FORM OF
U.S. TAX COMPLIANCE CERTIFICATE
(For Non-U.S. Lenders Tha Are Not Painerships For U.S. Federal Income Tax Purposes)
Refera,ce is hereby mocletotheCredit Agreema,t daed asof April 1, 2020 (as
anended, supplemented or otherwise modified from time to time, the " Credit Agreement"), among PPL
Ccpital Funding, Inc., as the Borrower, PPL Corporation, astheGua-a,tor, aid Gala:lia, Imperial Ba,k
of Commerce, New York Branch, as the Admi ni stra:ive Agent, aid the Lenders from ti me to ti me pa-ty
thereto.
Pursua,t to the provisions of Socti on 2.15 of the Credit Agreement, the undersigned
hereby oertifies tha: (i) it is the role reoord a-id beneficial owner of the Loa,(s) (as well as a,y Note(s)
evidencing such Loa,(s)) in r~oct of which it is providing this oertificae, (ii) it is not a " bank" within
the mea,ing of Soction 881(c)(3)(A) of the Code, (iii) it is not a "ten percent shareholder" of the
Borrower within the mea,ing of Soction 871(h)(3)(B) of the Code a-id (iv) it is not a "controlled foreign
corporation" related to the Borrower as described in Section 881(c)(3)(C) of the Code.
The undersigned has furnished theAdministra:iveAgent a-id the Borrower with a
oertificateof its non-U.S. Perron stauson IRS Form W-8BEN or IRS Form W-8BEN-E. By executing
this oertificae, the undersigned ~rees that (1) if the informction provided in this oertificae changes, the
undersigned shal I promptly ro inform the Borrower a,d the Admi nistra:ive Agent, aid (2) the
undersigned shal I have at al I ti mes furnished the Borrower a-id the Admi ni stra:i ve Agent with a properly
completed aid currently afoctive oertificate in either the calenda- ye« in which ea::h payment is to be
ma:le to the undersigned, or in either of the two calenda- ye«s preceding such payments.
Unless otherwise defined herein, termsddined in the Credit Agreement a-id used herein
shal I have the mea,i ngs given to them in the Credit Agreement.
[NAME OF LENDER]

By:_ _ _ _ _ _ _ _ _ __
Name:
Title:
Date: _ __

, 20[

l
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EXHIBIT E-1 FORM OF U.S. TAX COMPLIANCE CERTIFICATE (For Non-U.S. Lenders That Are Not Partnerships For U.S. Federal Income Tax Purposes) Reference is hereby made to the Credit Agreement dated as of April 1, 2020 (as amended, supplemented or otherwise modified from time to time, the “Credit Agreement”), among PPL Capital Funding, Inc., as the Borrower, PPL Corporation, as the Guarantor, and Canadian Imperial Bank of Commerce, New York Branch, as the Administrative Agent, and the Lenders from time to time party thereto. Pursuant to the provisions of Section 2.15 of the Credit Agreement, the undersigned hereby certifies that (i) it is the sole record and beneficial owner of the Loan(s) (as well as any Note(s) evidencing such Loan(s)) in respect of which it is providing this certificate, (ii) it is not a “bank” within the meaning of Section 881(c)(3)(A) of the Code, (iii) it is not a “ten percent shareholder” of the Borrower within the meaning of Section 871(h)(3)(B) of the Code and (iv) it is not a “controlled foreign corporation” related to the Borrower as described in Section 881(c)(3)(C) of the Code. The undersigned has furnished the Administrative Agent and the Borrower with a certificate of its non-U.S. Person status on IRS Form W-8BEN or IRS Form W-8BEN-E. By executing this certificate, the undersigned agrees that (1) if the information provided in this certificate changes, the undersigned shall promptly so inform the Borrower and the Administrative Agent, and (2) the undersigned shall have at all times furnished the Borrower and the Administrative Agent with a properly completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in either of the two calendar years preceding such payments. Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings given to them in the Credit Agreement.
[NAME OF LENDER] By:_________________________________ Name: Title: Date: ________ __, 20[ ] E-1-1 #93060257v4

EXHIBIT E-2
FORM OF
U.S. TAX COMPLIANCE CERTIFICATE
(For Non-U .S. Pa1icipa,ts Thct Are Not Pa1nerships For U.S. Federa Income Tax Purposes)
Raererice is hereby mocletothe Credit Agreement dated asof April 1, 2020 (as
amended, supplemented or otherwise modified from time to time, the "Credit Agreement"), among PPL
Ccpita Funding, Inc., as the Borrower, PPL Corporation, astheGua-a,tor, cf1d Ccfla:lia, lmperia Ba,k
of Commerce, New York BrcflCh, as the Admi ni strctive Agent, cf1d the Lenders from ti me to ti me pa-ty
thereto.
Pursua,t to the provisions of Socti on 2.15 of the Credit Agreement, the undersigned
hereby certifies tha (i) it is the role reoord a,d beneficia owner of the pa-ticipaion in re:pect of which it
is providing this certificate, (ii) it is not a "bank" within the meaning of Section 881(c)(3)(A) of the Code,
(ii i) it is not a " ten percent shareholder" of the Borrower within the meaning of Section 871 (h)(3)(B) of
the Code a,d (iv) it is not a "controlled foreign corporation" related to the Borrower as described in
Soction 881(c)(3)(C) of the Code.
The undersigned has furnished itspa-ticipating Lender with a certificaeof its nonU.S. Perron status on IRS Form W-8BEN or IRS Form W-8BEN-E. By executing this certificate, the
undersigned cgrees that (1) if the information provided in this certificate cha,ges, the undersigned shal
promptly ro inform such Lender in writing, a,d (2) the undersigned shal have at al times furnished such
Lender with a properly completed a,d currently effective certificate in either the caenda- yea- in which
eoch payment is to be ma:le to the undersigned, or in either of the two caenda- yea-s preceding such
payments.
Unless otherwise defined herein, termsdained in the Credit Agreement a,d used herein
sha I have the mea,i ngs given to them in the Credit Agreement.
[NAME OF PARTICIPANT]

By:_ _ _ _ _ _ _ _ _ __
Na-ne:
Title:
Date: _ __

, 20[ I
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EXHIBIT E-2 FORM OF U.S. TAX COMPLIANCE CERTIFICATE (For Non-U.S. Participants That Are Not Partnerships For U.S. Federal Income Tax Purposes) Reference is hereby made to the Credit Agreement dated as of April 1, 2020 (as amended, supplemented or otherwise modified from time to time, the “Credit Agreement”), among PPL Capital Funding, Inc., as the Borrower, PPL Corporation, as the Guarantor, and Canadian Imperial Bank of Commerce, New York Branch, as the Administrative Agent, and the Lenders from time to time party thereto. Pursuant to the provisions of Section 2.15 of the Credit Agreement, the undersigned hereby certifies that (i) it is the sole record and beneficial owner of the participation in respect of which it is providing this certificate, (ii) it is not a “bank” within the meaning of Section 881(c)(3)(A) of the Code, (iii) it is not a “ten percent shareholder” of the Borrower within the meaning of Section 871(h)(3)(B) of the Code and (iv) it is not a “controlled foreign corporation” related to the Borrower as described in Section 881(c)(3)(C) of the Code. The undersigned has furnished its participating Lender with a certificate of its non- U.S. Person status on IRS Form W-8BEN or IRS Form W-8BEN-E. By executing this certificate, the undersigned agrees that (1) if the information provided in this certificate changes, the undersigned shall promptly so inform such Lender in writing, and (2) the undersigned shall have at all times furnished such Lender with a properly completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in either of the two calendar years preceding such payments. Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings given to them in the Credit Agreement. [NAME OF PARTICIPANT] By:_________________________________ Name: Title: Date: ________ __, 20[ ] E2-1 #93060257v4

EXHIBIT E-3
FORM OF
U.S. TAX COMPLIANCE CERTIFICATE
(For Non-U.S. R:rticipaits That Are R:rtnerships For U.S. Fooera Income Tax Purposes)

Refera,ce is hereby mocletotheCrooit Agreema,t daoo asof April 1, 2020 (as
amended, supplemented or otherwise modified from time to time, the " Crooit Agreement"), among PPL
Ccpita Funding, Inc., as the Borrower, PPL Corporation, astheGua-a,tor, and Gala:liai lmperia Ba,k
of Commerce, New York Branch, as the Admi nistraive Agent, and the Lenders from ti me to ti me pa-ty
thereto.
Pursuait to the provisions of Socti on 2.15 of the Crooi t Agreement, the undersi gnoo
hereby certifies tha (i) it is the role reoord owner of the pa-ticipation in re:pect of which it is providing
this certificae, (ii) its direct or indi rect pa-tnersmernbers a-e the role beneficia owners of such
pa-ticipaion, (i ii) with re:pect sud7 pa-ticipation, neither the undersigned nor aiy of its direct or indirect
partners/members is a " bank" extending crooi t pursuait to a Ioa, a;:ireement entered into in the ordinary
course of itstra:leor business within themea,ing of Soction 881(c)(3)(A) of the Code, (iv) none of its
direct or indirect partners/members is a " ten percent shareholder" of the Borrower within the mea,i ng of
Soction 871 (h)(3)(B) of the Code and (v) none of its direct or indirect partners/members is a "controlled
foreign corporation" related to the Borrower as described in Section 881(c)(3)(C) of the Code.
Theundersignoo has furnishoo itspa-ticipating Lender with IRS Form W-8IMY
axompaiioo by one of the following forms from eoch of itspa-tners'memberstha isdaiming the
portfolio interest exemption: (i) ai IRS Form W-8BEN or IRS Form W-8BEN-E or (ii) a, IRS Form W8IMY a::compaiioo by a, IRS Form W-8BEN or IRS Form W-8BEN-E from eoch of such
partner's/member's beneficial owners that is claiming the pottfolio interest exemption. By executing this
certificate, the undersignoo a;:irees that (1) if the information providoo in this certificaecha,ges, the
undersignoo sha l promptly ro inform such Lender aid (2) the undersignoo sha l have at al times
f urni shoo sud7 Lender with a properly compl etoo aid curreritl y effective certi ti cate in either the ca endayercr in which eoch payment is to be ma:leto the undersignoo, or in either of the two caerida-yercrs
proca:ling such payments.
Unless otherwise defi noo herein, terms defi noo in the Crooi t Agreemerit aid used herein
shal I have the mea,i ngs given to them in the Crooit Agreement.
[NAME OF PARTICIPANT]

By:_ _ _ _ _ _ _ _ _ _ __
Name:
Title:
Dae: _ __

, 20[ I
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EXHIBIT E-3 FORM OF U.S. TAX COMPLIANCE CERTIFICATE (For Non-U.S. Participants That Are Partnerships For U.S. Federal Income Tax Purposes) Reference is hereby made to the Credit Agreement dated as of April 1, 2020 (as amended, supplemented or otherwise modified from time to time, the “Credit Agreement”), among PPL Capital Funding, Inc., as the Borrower, PPL Corporation, as the Guarantor, and Canadian Imperial Bank of Commerce, New York Branch, as the Administrative Agent, and the Lenders from time to time party thereto. Pursuant to the provisions of Section 2.15 of the Credit Agreement, the undersigned hereby certifies that (i) it is the sole record owner of the participation in respect of which it is providing this certificate, (ii) its direct or indirect partners/members are the sole beneficial owners of such participation, (iii) with respect such participation, neither the undersigned nor any of its direct or indirect partners/members is a “bank” extending credit pursuant to a loan agreement entered into in the ordinary course of its trade or business within the meaning of Section 881(c)(3)(A) of the Code, (iv) none of its direct or indirect partners/members is a “ten percent shareholder” of the Borrower within the meaning of Section 871(h)(3)(B) of the Code and (v) none of its direct or indirect partners/members is a “controlled foreign corporation” related to the Borrower as described in Section 881(c)(3)(C) of the Code. The undersigned has furnished its participating Lender with IRS Form W-8IMY accompanied by one of the following forms from each of its partners/members that is claiming the portfolio interest exemption: (i) an IRS Form W-8BEN or IRS Form W-8BEN-E or (ii) an IRS Form W- 8IMY accompanied by an IRS Form W-8BEN or IRS Form W-8BEN-E from each of such partner’s/member’s beneficial owners that is claiming the portfolio interest exemption. By executing this certificate, the undersigned agrees tha
(1) if the information provided in this certificate changes, the undersigned shall promptly so inform such Lender and (2) the undersigned shall have at all times furnished such Lender with a properly completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in either of the two calendar years preceding such payments. Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings given to them in the Credit Agreement. [NAME OF PARTICIPANT] By:_________________________________ Name: Title: Date: ________ __, 20[ ] E-3-1 #93060257v4

EXHIBIT E-4
FORM OF
U.S. TAX COMPL IANCE CERTIFICATE
(For Non-U.S. Lenders That Are Patnerships For U.S. Fooera I noome Tax Purposes)
Reference is hereby mooetotheCrooit Agreement da:oo asof April 1, 2020 (as
amended, supplemented or otherwise modified from time to time, the " Crooit Agreement"),
anong PPL Ccl)ita Funding, Inc. , as the Borrower, PPL Corporation, as the Gua-entor, end
Cena::tien I mperia Benk of Commerce, New York Brcnch, as the Administrative Agent, end the
Lenders from ti me to ti me pa-ty thereto.
Pursuent to the provisions of Soction 2.15 of the Crooit Agreement, the
undersignoo hereby certifies that (i) it is the role record owner of theLocn(s) (as wel l aseny
Note(s) evidencing such Locn(s)) in respect of which it is providing this certificate, (ii) its direct
or indirect pa-tners/membersa-etherolebeneficia owners of ruch Locn(s) (as well aseny
Note(s) evidencing such Locn(s)), (iii) with respect to the extension of crooit purruent to this
Crooit Agreement or eny other Locn Document, neither the undersignoo nor eny of its direct or
indirect partners/ members is a "bank" extending crooit purruent to a locn agreement enteroo into
in the ordinary oourseof its tra::te or business within the meming of Se:;tion 881(c)(3)(A) of the
Code, (iv) none of its direct or indirect partners/ members is a "ten percent shareholder" of the
Borrower within themecning of Soction 871(h)(3)(B) of the Code end (v) none of its direct or
indirect partners/ members is a "controlled foreign corporation" related to the Borrower as
describoo in Soction 881(c)(3)(C) of the Code.
The undersi gnoo has f urni shoo the Admi ni stra:i ve Agent end the Borrower with
IRS Form W-8IMY acoompenioo by one of the following forms from each of its
pa-tners/membersthat isclaming the portfolio interest exemption: (i) en IRS Form W-8BEN or
IRS Form W-8BEN-E or (ii) en IRS Form W-8IMY ~enioo by en IRS Form W-8BEN or
I RS Form W-8BEN-E from each of such partner's/member's beneficial owners that is claiming
the portfol io interest exemption. By executing this certificate, the undersignoo agrees that (1) if
the information providoo in this certificate chcnges, the undersignoo sha l promptly ro inform the
Borrower end theAdministrativeAgent, end (2) theundersignoo shal have at al timesfurnishoo
the Borrower and the Admi ni strati ve Agent with a proper! y oornpl etoo end current! y Effe::ti ve
certificate in either the caenda-yea: in which each payment is to be ma::te to the undersignoo, or
in either of the two caenda-yea:spre::ooing ruch payments.
UnlessotherwisedEfined herein, termsdEfined in the Crooit Agreement end used
herein sha l have the meanings given to them in the Credit Agreement.
[NAME OF LENDER]

By:_ _ _ _ _ _ _ _ __ _
Name:
Title:
Dae: _ _ _

. 20[

l

E-4-1
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EXHIBIT E-4 FORM OF U.S. TAX COMPLIANCE CERTIFICATE (For Non-U.S. Lenders That Are Partnerships For U.S. Federal Income Tax Purposes) Reference is hereby made to the Credit Agreement dated as of April 1, 2020 (as amended, supplemented or otherwise modified from time to time, the “Credit Agreement”), among PPL Capital Funding, Inc., as the Borrower, PPL Corporation, as the Guarantor, and Canadian Imperial Bank of Commerce, New York Branch, as the Administrative Agent, and the Lenders from time to time party thereto. Pursuant to the provisions of Section 2.15 of the Credit Agreement, the undersigned hereby certifies that (i) it is the sole record owner of the Loan(s) (as well as any Note(s) evidencing such Loan(s)) in respect of which it is providing this certificate, (ii) its direct or indirect partners/members are the sole beneficial owners of such Loan(s) (as well as any Note(s) evidencing such Loan(s)), (iii) with respect to the extension of credit pursuant to this Credit Agreement or any other Loan Document, neither the undersigned nor any of its direct or indirect partners/members is a “bank” extending credit pursuant to a loan agreement entered into in the ordinary course of its trade or business within the meaning of Section 881(c)(3)(A) of the Code, (iv) none of its direct or indirect partners/members is a “ten percent shareholder” of the Borrower within the meaning of Section 871(h)(3)(B) of the Code and (v) none of its direct or indirect partners/members is a “controlled foreign corporation” related to the Borrower as described in Section 881(c)(3)(C) of the Code. The undersigned has furnished the Administrative Agent and the Borrower with IRS Form W-8IMY accompanied by one of the following forms from each of its partners/members that is claiming the portfolio interest exemption: (i) an IRS Form W-8BEN or IRS Form W-8BEN-E or (ii) an IRS Form W-8IMY accompanied by an IRS Form W-8BEN or IRS Form
W-8BEN-E from each of such partner’s/member’s beneficial owners that is claiming the portfolio interest exemption. By executing this certificate, the undersigned agrees that (1) if the information provided in this certificate changes, the undersigned shall promptly so inform the Borrower and the Administrative Agent, and (2) the undersigned shall have at all times furnished the Borrower and the Administrative Agent with a properly completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in either of the two calendar years preceding such payments. Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings given to them in the Credit Agreement. [NAME OF LENDER] By:_________________________________ Name: Title: Date: ________ __, 20[ ] E-4-1 #93060257v4

Exhibit 10(b)
EXECUTION VERSION

$100,000,000
TERM LOAN CREDIT AGREEMENT
datoo asof April 1, 2020
among
PPL CAPITAL FUNDING, INC.,
astheBorrower,
PPL CORPORATION,
as the Guarantor ,
THE LENDERS FROM TIME TO TIME PARTY HERETO
and
U.S. BANK NATIONAL ASSOCIATION,
as Administrative Agent
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Exhibit 10(b) EXECUTION VERSION $100,000,000 TERM LOAN CREDIT AGREEMENT dated as of April 1, 2020 among PPL CAPITAL FUNDING, INC., as the Borrower, PPL CORPORATION, as the Guarantor, THE LENDERS FROM TIME TO TIME PARTY HERETO and U.S. BANK NATIONAL ASSOCIATION, as Administrative Agent #93052149v11
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T ERM LOAN CREDI T A GREEM ENT (this "Agreement") dated as of April 1, 2020 isenteroo
into anong Ffll... CAPITAL FUNDING, INC., a Delatvare corporation (the "Borrower"), PPL
CORPORATION, a Pennsylvania corporation (the " Guarantor") the LENDERS party hereto from time to
timeand U.S. BANK NATIONAL ASSOCIATION, astheAdministrativeAgent. The parties hereto agree
as follows:
RECITALS
The Loan Parties (as hereina<ter defined) have ra:iuestoo tha the Lenders provide a term loan
fa:::il ity in an aggregate principal amount not to exceoo $100,000,000. In consideration of their mutual
covenants and agreements hereinafter set forth and intending to be legally bound hereby, the parties hereto
covenant and agree as follows:
ARTICLE I
DEFINITIONS
Section 1.01
Definitions. All ecpitalizoo terms usoo in this Agreement or in any Appendix,
Schedule or Exhibit hereto which are not otherwise de'inoo herein or therein shall have the re::µective
meanings set forth below.
"Adjusted London Interbank Offered Rate" means, for any Interest Period, a rate per annum equal
to the quotient obtanoo (rounded upward, if ne::es.5ary, to the nearest 11100th of 1%) by dividing (i) the
London Interbank Offered Rae for such Interest Period by (ii) 1.00 minus the Euro-Dollar Reserve
Percentage.
"Administrative Agent" means U.S. Bank, in its ecpa:::ity as administrciive agent for the Lenders
hereunder and under the other Loan Documents, and its successor or ruccessors in ruch ecpa:::i ty.
" Administrative Questionnare'' means, with re::µect to eoch Lender, an administrative
questionnarein the form provided by theAdministrciiveAgent and rubmittoo totheAdministraiveAgent
(with a copy to the Borrower) duly completed by ruch Lender.
" Affected Financial Institution" means (a) any EEA Financial Institution or (b) any UK Financial
Institution.
" Affiliate" means, with respect to any Person, any other Person who is directly or indirectly
controlling, control loo by or under common control with ruch Peroon. A Perron shall bedeemoo to control
another Peroon if ruch Peroon possesses, directly or indirectly, the power to direct or ca.isethedirection of
the managanent or policies of the controlled Perron, whether through the ownership of stock or its
Equivalent, by contract or otherwise. In no event shall the Administrative Agent or any Lender be deemed
to be an Affilicie of the Borrower, the Guarantor or any of their Subsidiaries.
"Agreement" has the meaning set forth in the introductory paragraph hereto, as this Agreement
may be amended, restated, ruppl ementoo or modifi oo from ti me to ti me.
" Applicable Lending Office" means, with re::µect to any Lender, (i) in the case of its Base Rate
Loans, its Base Rate Lending Office and (i i) in the case of its Euro-Dollar Loans, its Euro-Dollar Lending
Office.
" Applicable Percentcge'' means (i) 0.75% per annum in the case of any Euro-Dollar Loans and (ii)
0.00% per annum in the case of any Base Rate Loans.
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TERM LOAN CREDIT AGREEMENT (this “Agreement”) dated as of April 1, 2020 is entered into among PPL CAPITAL FUNDING, INC., a Delaware corporation (the “Borrower”), PPL CORPORATION, a Pennsylvania corporation (the “Guarantor”) the LENDERS party hereto from time to time and U.S. BANK NATIONAL ASSOCIATION, as the Administrative Agent. The parties hereto agree as follows: RECITALS The Loan Parties (as hereinafter defined) have requested that the Lenders provide a term loan facility in an aggregate principal amount not to exceed $100,000,000. In consideration of their mutual covenants and agreements hereinafter set forth and intending to be legally bound hereby, the parties hereto covenant and agree as follows: ARTICLE I DEFINITIONS Section 1.01 Definitions. All capitalized terms used in this Agreement or in any Appendix, Schedule or Exhibit hereto which are not otherwise defined herein or therein shall have the respective meanings set forth below. “Adjusted London Interbank Offered Rate” means, for any Interest Period, a rate per annum equal to the quotient obtained (rounded upward, if necessary, to the nearest 1/100th of 1%) by dividing (i) the London Interbank Offered Rate for such Interest Period by (ii) 1.00 minus the Euro-Dollar Reserve Percentage. “Administrative Agent” means U.S. Bank, in its capacity as administrative agent for the Lenders hereunder and under the other Loan Documents, and its successor or successors in such capacity. “Administrative Questionnaire” means, with respect to each Lender, an administrative questionnaire in the form provided by the Administrative Agent and submitted to the Administrative Agent (with a copy to the Borrower) duly completed by such Lender. “Affected Financial Institution” means (a) any EEA Financial Institution or (b) any UK Financial Institution. “Affiliate” means, with respect to any Person, any other Person who is directly or indirectly
controlling, controlled by or under common control with such Person. A Person shall be deemed to control another Person if such Person possesses, directly or indirectly, the power to direct or cause the direction of the management or policies of the controlled Person, whether through the ownership of stock or its equivalent, by contract or otherwise. In no event shall the Administrative Agent or any Lender be deemed to be an Affiliate of the Borrower, the Guarantor or any of their Subsidiaries. “Agreement” has the meaning set forth in the introductory paragraph hereto, as this Agreement may be amended, restated, supplemented or modified from time to time. “Applicable Lending Office” means, with respect to any Lender, (i) in the case of its Base Rate Loans, its Base Rate Lending Office and (ii) in the case of its Euro-Dollar Loans, its Euro-Dollar Lending Office. “Applicable Percentage” means (i) 0.75% per annum in the case of any Euro-Dollar Loans and (ii) 0.00% per annum in the case of any Base Rate Loans. #93052149v11

"Approved Fund" means any Fund that is administered or managed by (a) a Lender, (b) en Affiliate
of a Lender or (c) en entity or en Affiliate of en entity tha administers or menages a Lender.
" A&a Sae" means any sale of any assets, including by way of the sale by the Guarantor or any of
its Subsidiaries of e:iuity interests in such Subsidiaries.
" Assignee" has the meaning set forth in Sedion 9.06(c).
"Assignment end Assurrption Agreement" means an Assignment and Assumption Agreement,
substentially in the form of attached Exhibit C, under which en interest of a Lender hereunder istrensferred
to en EligibleAssigneepursuent to Sedion 9.06(c).
" Authorized Officer" meais the president, the chief operating officer, the chief finencial officer,
the chief accounting officer, eny vice president, the treasurer, theassistent treasurer or the controller of the
cpplicable Loa, Party or such other individuals ree::ona:ily accepta:ile to the Administrative Agent as may
be designated in writing by the Borrower from ti me to ti me.
" Bal -In Action" mea,stheexerciseof eny Write-Down end Conversion Powers by thecpplicable
Resolution Authority in re:pect of eny lia:iil ity of en Affected Finencial Institution.
" Bal-In Legislaion" means, (a) with re:pect to eny EEA Member Country ini:>lementing Article
55 of Directive 2014/59/EU of the Europea-1 Parliament end of the Council of the Europea, Union, the
i ni:>I ementi ng Ia,v, rule, regulation or re:iui rement for such EEA Member Country from ti me to ti me which
is described in the EU Ba l-In Legislaion Schedule and (b) with re:pect to the United Kingdom, Part I of
the United Kingdom Banking Act 2009 (as amended from time to time) end eny other law, regulaion or
rule cpplicable in the United Kingdom raaing to the reoolution of unsound or fa ling banks, investment
firms or other financial institutions or their affiliaes(other then through liquidation, administraion or other
insolvency proceedings).
"Bankruptcy Code" means the Bankruptcy Reform Act of 1978, as amended, or any successor
statute.
"Base Rate" meais for any day, a rate per annum e:iual to the highest of (i) the A'ime Rate for such
day, (i i) the sum of 1/2 of 1% plus the Fede-al Funds Rae for such day and (i ii) except during any period
of time during which a notioeda ivered to the Borrower under Sedion 2.14 or Sedion 2.15 shall reman in
effect, the London Interbank Offered Rae plus 1%.
" Base Rate Borrowi nq" means a Borrowing comprised of Base Rate Loans.
" Base Rate Lending Office" means, as to each Lender, its office located at its address sa forth in
itsAdmi nistraiveQuestionnare (or identified in its Administrative Questionna re as its Base Rae Lending
Office) or such other office as such Lender may hereafter designate as its Base Rae Lending Office by
notice to the Borrower and the Admi nistraive Agent.
" Base Rae Loa," means a Loan in respect of which interest is computed on the basis of the Base

Rae.
" Benchmark Roolocernent" mea,s the sum of: (a) an alternae benchmark rate tha has been
saected by the Administraive Agent end the Borrower giving due consideration to (i) any saection or
rax>mma,dation of a replocement rae or the ma::hanism for determining such a rae by the Relevant
Governmental Body or (ii) any evolving or then-prevaling market convention for determining a rate of
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“Approved Fund” means any Fund that is administered or managed by (a) a Lender, (b) an Affiliate of a Lender or (c) an entity or an Affiliate of an entity that administers or manages a Lender. “Asset Sale” means any sale of any assets, including by way of the sale by the Guarantor or any of its Subsidiaries of equity interests in such Subsidiaries. “Assignee” has the meaning set forth in Section 9.06(c). “Assignment and Assumption Agreement” means an Assignment and Assumption Agreement, substantially in the form of attached Exhibit C, under which an interest of a Lender hereunder is transferred to an Eligible Assignee pursuant to Section 9.06(c). “Authorized Officer” means the president, the chief operating officer, the chief financial officer, the chief accounting officer, any vice president, the treasurer, the assistant treasurer or the controller of the applicable Loan Party or such other individuals reasonably acceptable to the Administrative Agent as may be designated in writing by the Borrower from time to time. “Bail-In Action” means the exercise of any Write-Down and Conversion Powers by the applicable Resolution Authority in respect of any liability of an Affected Financial Institution. “Bail-In Legislation” means, (a) with respect to any EEA Member Country implementing Article 55 of Directive 2014/59/EU of the European Parliament and of the Council of the European Union, the implementing law, rule, regulation or requirement for such EEA Member Country from time to time which is described in the EU Bail-In Legislation Schedule and (b) with respect to the United Kingdom, Part I of the United Kingdom Banking Act 2009 (as amended from time to time) and any other law, regulation or rule applicable in the United Kingdom relating to the resolution of unsound or failing banks, investment firms or other financial institutions or their affiliates (other than through liquidation, administration or other insolvency proceedings). “Bankruptcy
Code” means the Bankruptcy Reform Act of 1978, as amended, or any successor statute. “Base Rate” means for any day, a rate per annum equal to the highest of (i) the Prime Rate for such day, (ii) the sum of 1/2 of 1% plus the Federal Funds Rate for such day and (iii) except during any period of time during which a notice delivered to the Borrower under Section 2.14 or Section 2.15 shall remain in effect, the London Interbank Offered Rate plus 1%. “Base Rate Borrowing” means a Borrowing comprised of Base Rate Loans. “Base Rate Lending Office” means, as to each Lender, its office located at its address set forth in its Administrative Questionnaire (or identified in its Administrative Questionnaire as its Base Rate Lending Office) or such other office as such Lender may hereafter designate as its Base Rate Lending Office by notice to the Borrower and the Administrative Agent. “Base Rate Loan” means a Loan in respect of which interest is computed on the basis of the Base Rate. “Benchmark Replacement” means the sum of: (a) an alternate benchmark rate that has been selected by the Administrative Agent and the Borrower giving due consideration to (i) any selection or recommendation of a replacement rate or the mechanism for determining such a rate by the Relevant Governmental Body or (ii) any evolving or then-prevailing market convention for determining a rate of 2 #93052149v11

interest asa replacement to LI BOR for U.S. syndicata::I or bilateral cra::lit frolities denominaa::I in Dollars
and (b) the Benchmark Replacement Adjustment; provida::I that, if the Benchmark Replacement as so
determi na::I would be Iess than zero, the Benchmark Replacement wi 11 be deema::I to be zero for the purposes
of this Agreement.
" Benchmark Ra:,lacement Adjustment" mEals, with respa::t to any replacement under this
Agreement of LIBOR with an Unoojusta::I Benchmark Replacement, for ea::h ~plicalble Interest Period,
the sprea::l oojustment, or method for calculating or determining such sprea::l oojustment, (which may be a
positive or negaive value or zero) that has been sela::ta::I by the Administrative Agent and the Borrower
giving due consideration to (a) any sela::tion or recommendation of a sprea::l oojustment, or method for
calculating or determining such sprea::l oojustment, for the replacement of LIBOR with the ~plicalble
Unoojusta::I Benchmark Replacement by the Relevant Governmental Body or (b) any evolving or thenprevaling market convention for determining asprea::l oojustment, or method for calculating or determining
such sprea::l oojustment, for the replacement of LIBOR with the Unoojusta::I Benchmark Replacement for
U.S. syndicata::I or bilateral cra::lit frolities denominata::I in Dollars, which oojustment or method for
calculating or determining such sprea::l oojustment pursuant to dause (b) is publisha::I on an information
service as sel Eda::I by the Admi ni strati ve Agent and the Borrower from ti me to ti me and as may be updata::I
periodically.
" Benchmark Ra:,lacement Conforming Cha,ges" mEals, with respa::t to any Benchmark
Replacement, any ta::hnical , ooministraive or operational changes (induding changes to the definition of
"Base Rate," the definition of "Interest Period," timing and frequency of determining rates and mal<ing
payments of interest and other ooministraive maters) tha the Administrative Agent doodes may be
~propriateto refla::t the adoption and implementaion of such Benchmark Replacement and to permit the
ooministration thereof by the Administrative Agent in a manner substantially consistent with thenprevaling market practice (or, if the Administrative Agent doodes that oooption of any portion of such
market practice is not ooministratively feasible or if the Administrative Agent determines tha no market
practice for the ooministraion of the Benchmark Replacement exists, in such other manner of
ooministration as the Administraive Agent da::ides is reasonably na;essary in conna::tion with the
ooministration of this Agreement).
" Benchmark Ra:,I acement Dae'' mEalS the ea-Ii er to occur of the fol Iowing events with respa::t to
LIBOR:
(a)

in the case of dauses (ii), (iii) or (iv) of Sa::tion 2.14(b), the later of:

(i)

the dae of the public statement or publicction of informaion referenca::I

therein and
(ii)
the date on which theooministrator of LI BOR permanently or indefinitely
ceases to provide LI BOR; and
(b)
in the case of dause (i) of Sa::tion 2.14(b}, the date of the public staement or
publ ication of information referenca::I therein.
" Benchmark Transition Event" is defined in Section 2.l4(b).
" Benchmark Unavalability Period" ma:ns, if a Benchmark Transition Event and its relaa::I
Benchmark Replacement Dae have occurra::I with respa::t to LI BOR and solely to the extent tha LI BOR
has not been replaca::I hereunder with a Benchmark Replacement, the period (y) beginning at the time that
such Benchmark Replacement Daehasoccurra::I if, at such time, no Benchmark Replacement hasreplaca::I
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interest as a replacement to LIBOR for U.S. syndicated or bilateral credit facilities denominated in Dollars and (b) the Benchmark Replacement Adjustment; provided that, if the Benchmark Replacement as so determined would be less than zero, the Benchmark Replacement will be deemed to be zero for the purposes of this Agreement. “Benchmark Replacement Adjustment” means, with respect to any replacement under this Agreement of LIBOR with an Unadjusted Benchmark Replacement, for each applicable Interest Period, the spread adjustment, or method for calculating or determining such spread adjustment, (which may be a positive or negative value or zero) that has been selected by the Administrative Agent and the Borrower giving due consideration to (a) any selection or recommendation of a spread adjustment, or method for calculating or determining such spread adjustment, for the replacement of LIBOR with the applicable Unadjusted Benchmark Replacement by the Relevant Governmental Body or (b) any evolving or then- prevailing market convention for determining a spread adjustment, or method for calculating or determining such spread adjustment, for the replacement of LIBOR with the Unadjusted Benchmark Replacement for U.S. syndicated or bilateral credit facilities denominated in Dollars, which adjustment or method for calculating or determining such spread adjustment pursuant to clause (b) is published on an information service as selected by the Administrative Agent and the Borrower from time to time and as may be updated periodically. “Benchmark Replacement Conforming Changes” means, with respect to any Benchmark Replacement, any technical, administrative or operational changes (including changes to the definition of “Base Rate,” the definition of “Interest Period,” timing and frequency of determining rates and making payments of interest and other administrative matters) that the Administrative Agent decides
may be appropriate to reflect the adoption and implementation of such Benchmark Replacement and to permit the administration thereof by the Administrative Agent in a manner substantially consistent with then- prevailing market practice (or, if the Administrative Agent decides that adoption of any portion of such market practice is not administratively feasible or if the Administrative Agent determines that no market practice for the administration of the Benchmark Replacement exists, in such other manner of administration as the Administrative Agent decides is reasonably necessary in connection with the administration of this Agreement). “Benchmark Replacement Date” means the earlier to occur of the following events with respect to LIBOR: (a) in the case of clauses (ii), (iii) or (iv) of Section 2.14(b), the later of: (i) the date of the public statement or publication of information referenced therein and (ii) the date on which the administrator of LIBOR permanently or indefinitely ceases to provide LIBOR; and (b) in the case of clause (i) of Section 2.14(b), the date of the public statement or publication of information referenced therein. “Benchmark Transition Event” is defined in Section 2.14(b). “Benchmark Unavailability Period” means, if a Benchmark Transition Event and its related Benchmark Replacement Date have occurred with respect to LIBOR and solely to the extent that LIBOR has not been replaced hereunder with a Benchmark Replacement, the period (y) beginning at the time that such Benchmark Replacement Date has occurred if, at such time, no Benchmark Replacement has replaced 3 #93052149v11

LIBOR for all purposes under this Agreement a-id the other Loa, Documents in c:ccorda-icewith ~ ion
2.14(b) a-id (z) a,ding ct the time that a Ba,chmark R~lacema,t has r~lacoo LIBOR f or al l purposes
under this Agreema,t a-id the other Loa, Documents pursua-it to ~ion 2.14(b).
" Ba,eficial Ownership Regulation" means 31 C.F.R. § 1010.230.
" Borrower" has the meaning set forth in the introductory paragraph hereto.
"Borrower's Rating" means the senjor unsecured long-term debt rating of the Borrower from S& P
or M oody' s without giving effect to any third party credit a,ha-icema,t ex~t for a guara-ity of the
Guarantor (it being understood that all of the Borrower 's long term debt is Guaranteed by the Guarantor).
" Borrowing" means a borrowing consisting of Loans of a single Type made by the Lenders on a
single date and, in the case of a Euro-Dollar Borrowing, having a single Interest Period.
" Business Day" means any day except a Saturday, Sunday or other day on which commercial banks
in New York, New York are authorized by law to dose; provided, tha wha, used with respoct to a-iy
borrowing of, payma,t or pr~ayma,t of principal of or interest on, or the Interest Period for, a Euro-Dollar
Loa,, or a notice by the Borrower with respoct to a-iy such borrowing payment, pr~ayma,t or Interest
Period, the term " Business Day" shall also mean that such day is a London Business Day.
"Croital Lease'' means any lease of property which, in accordance with GAAP, should be
capitalized on the lessee' s balance sheet.
" Ca:>ital Lease Obligations'' means, with respect to any Person, al l obligations of such Person as
les5ee under Capital Leases, in eoch case taka, a the amount theroof accounted for as l iabilities in
c:ccorda-ice w ith GAA P.
" Cha-ige of Control" means (i) the oc:quisition by a-iy Peroon, or two or more Persons acting in
concert, of beneficial ownership (within the mea,ing of Rule 13d-3 of the Sa::urities a-id Excha-ige
Commission under the Socurities Excha-ige Act of 1934, as amended) of 25% or more of the outstanding
shares of Voting Stock of the Guara-itor or its successors or (ii) the fa lure at a-iy time of the Guara-itor or
its successors to own, di roctl y or i ndi roctl y, 80% or more of the outstanding shares of the Voting Stock in
the Borrower.
" Commitment" means, with respect to any Lender, the commitment of such La,der to make Loa,s
under this Agreema,t, as set forth in Appa,dix A and as such Commitment may be reduced pursua-it to
~ion2.01 .
"Connection Income Taxes" mea,s Other Connoction Taxes that are imposed on or m€09.Jred by
net income (however denominated) or that are fra-ichise or bra-ich profi ts or similar taxes, duties, levies,
impost, deductions, charges, a-id withholdings a-id al l liabilities with respoct thereto.
" Conoolidcted Croital izction" means the sum of, without duplication, (A) the Conoolidated Debt
(without giving effoct to dause (b) of the definition of "Consolidated Debt" ) and (B) the conoolidated
shareowners' equity (determined in accordance with GAAP) of the common, preference and preferred
sharoowners of the Guara-itor a-id minority interests recorded on the Guarantor' s consolidated financial
statements (excluding from shareowners' equity (i) the effoct of al l unreaized gcins a-id losses r~orted
under Fina-icial Accounting Sta-idards Boad Accounting Sta-idards Codificction Topic 815 in connoction
w ith (x) forward contracts, futures contracts, options contracts or other derivatives or hedging agreements
for the future delivery of eloctricity, capacity, f uel or other commodities and (y) Interest Rate Protoction
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LIBOR for all purposes under this Agreement and the other Loan Documents in accordance with Section 2.14(b) and (z) ending at the time that a Benchmark Replacement has replaced LIBOR for all purposes under this Agreement and the other Loan Documents pursuant to Section 2.14(b). “Beneficial Ownership Regulation” means 31 C.F.R. § 1010.230. “Borrower” has the meaning set forth in the introductory paragraph hereto. “Borrower’s Rating” means the senior unsecured long-term debt rating of the Borrower from S&P or Moody’s without giving effect to any third party credit enhancement except for a guaranty of the Guarantor (it being understood that all of the Borrower’s long term debt is Guaranteed by the Guarantor). “Borrowing” means a borrowing consisting of Loans of a single Type made by the Lenders on a single date and, in the case of a Euro-Dollar Borrowing, having a single Interest Period. “Business Day” means any day except a Saturday, Sunday or other day on which commercial banks in New York, New York are authorized by law to close; provided, that when used with respect to any borrowing of, payment or prepayment of principal of or interest on, or the Interest Period for, a Euro-Dollar Loan, or a notice by the Borrower with respect to any such borrowing payment, prepayment or Interest Period, the term “Business Day” shall also mean that such day is a London Business Day. “Capital Lease” means any lease of property which, in accordance with GAAP, should be capitalized on the lessee’s balance sheet. “Capital Lease Obligations” means, with respect to any Person, all obligations of such Person as lessee under Capital Leases, in each case taken at the amount thereof accounted for as liabilities in accordance with GAAP. “Change of Control” means (i) the acquisition by any Person, or two or more Persons acting in concert, of beneficial ownership (within the meaning of Rule 13d-3 of the Securities and Exchange
Commission under the Securities Exchange Act of 1934, as amended) of 25% or more of the outstanding shares of Voting Stock of the Guarantor or its successors or (ii) the failure at any time of the Guarantor or its successors to own, directly or indirectly, 80% or more of the outstanding shares of the Voting Stock in the Borrower. “Commitment” means, with respect to any Lender, the commitment of such Lender to make Loans under this Agreement, as set forth in Appendix A and as such Commitment may be reduced pursuant to Section 2.01. “Connection Income Taxes” means Other Connection Taxes that are imposed on or measured by net income (however denominated) or that are franchise or branch profits or similar taxes, duties, levies, impost, deductions, charges, and withholdings and all liabilities with respect thereto. “Consolidated Capitalization” means the sum of, without duplication, (A) the Consolidated Debt (without giving effect to clause (b) of the definition of “Consolidated Debt”) and (B) the consolidated shareowners’ equity (determined in accordance with GAAP) of the common, preference and preferred shareowners of the Guarantor and minority interests recorded on the Guarantor’s consolidated financial statements (excluding from shareowners’ equity (i) the effect of all unrealized gains and losses reported under Financial Accounting Standards Board Accounting Standards Codification Topic 815 in connection with (x) forward contracts, futures contracts, options contracts or other derivatives or hedging agreements for the future delivery of electricity, capacity, fuel or other commodities and (y) Interest Rate Protection 4 #93052149v11

Agreements, foreign currency excha,ge agreements or other interest or excha1ge rate hedging
a-ra,gements end (ii) the bala,ce of axumulated other comprehensive income'loss of the Gua-entor on
eny date of determinciion solely with re:pect to the effect of eny pension end other post-retirement benefit
lici:>ility oojustment recorded in a::cordence with GAAP), except that for purposes of calrulating
Consolidated C~italization of the Gua-aitor, Conrolidated Debt of the Gua-aitor shall exclude NonRecourse Debt end Conrol ida:ed ~italizaion of the Gua-entor sball exclude tbat portion of shareowners'
equity attributci:>le to assa:s securing Non-Recourse Debt.
" Conrolida:ed Debt" means the consolidated D ebt of the Guarantor and its Consolidated
Subsidia-ies (determined in accorda-ice with GAAP), except that for purposes of this definition
(a) Conrolidated Debt shall exclude Non-Recourse Debt of theGua-aitor end itsConsolida:ed Subsidia-ies,
aid (b) Consolida:ed Debt shall exclude (i) Hybrid Sa::urities of the Gua-aitor aid its Conrolida:ed
Subsidia-iesin ai aggregatecrnount as shall not exceed 15% of Conrolidated ~italizaion end (ii) EquityLinked Sa::urities in ai aggregate crnount as shall not exceed 15% of Conrolida:ed C~ital ization.
"Consolida:ed Subsidiay" means with respect to any Person at any date any Subsidiary of such
Perron or other entity the accounts of which would be conrolidated with those of such Perron in its
conrolidated finaicial statements if such sta:ements were prepa-ed as of such date in a::cordaice with
GAAP.
"Continuing Lender" means with re:pect to aiy event deocribed in Sa::tion 2.08, a Lender which is
not a Retiring Lender, and " Continuing L enders" means any two or more of such Continuing L enders.
"Corporciion" means a corporation, association, company, joint stock company, limited liability
compaiy, partnership or business trust.
" Debt" of any Person means, without duplication, (i) al I obi iga:ions of such Perron for borrowed
money, (ii) all obliga:ions of such Person evidenced by bonds, debentures, notes or simila- instruments,
(ii i) al l Gua-enteesby such Person of Debt of others, (iv) all ~ ital LeaseObl igationsend Synthetic Leases
of such Perron, (v) all obligations of such Perron in re:pect of Interest Ra:e Protection Agreements, foreign
rurrency exchenge agreements or other interest or exchaige rae hedging a-raigements ( the crnount of aiy
such obligation to be the net crnount tha: would bepayableupon the acceleration, termination or liquidation
thereof), but only to the extent that such net obligations exceed $150,000,000 in theaggregaeaid (vi) all
obligations of such Person as an account party in respect of letters of credit and bankers' acceptances;
provided, howtVer, that " Debt" of such Person does not include (a) obligations of such Person under aiy
installment sale, conditional sale or title retention agreement or aiy other agreement relating to obligations
for the deferred purchase price of property or services, (b) obligations under agreements relating to the
purchase end sale of eny commodity, including any power sale or purchase agreements, eny commodity
hedge or derivative (regard less of whether any such transaction is a " financial" or physical transaction),
(c) eny trade obligations or other obligciionsof such Person incurred in the ordinary course of business or
(d) obliga:ionsof such Person under aiy lease agreement (including aiy lease intended as security) that is
not a C~i tal Lease or a Synthetic Lease.
"Debtor Relief LaNs'' means the Bankruptcy Code, and all other liquidation, conservatorship,
bankruptcy, assignment for the benefit of creditors, moratorium, rea-raigement, receivership, inoolvency,
reorgaiization, or simila- debtor relief Lavsof the United States or other ~plicablejuriooictionsfrom time
to ti me in effect.
" Default" means any condition or e.,ent which constitutes ai Event of Default or which with the
giving of notice or l~se of ti me or both would, unless cured or waved, become ai Event of Default.
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Agreements, foreign currency exchange agreements or other interest or exchange rate hedging arrangements and (ii) the balance of accumulated other comprehensive income/loss of the Guarantor on any date of determination solely with respect to the effect of any pension and other post-retirement benefit liability adjustment recorded in accordance with GAAP), except that for purposes of calculating Consolidated Capitalization of the Guarantor, Consolidated Debt of the Guarantor shall exclude Non- Recourse Debt and Consolidated Capitalization of the Guarantor shall exclude that portion of shareowners’ equity attributable to assets securing Non-Recourse Debt. “Consolidated Debt” means the consolidated Debt of the Guarantor and its Consolidated Subsidiaries (determined in accordance with GAAP), except that for purposes of this definition (a) Consolidated Debt shall exclude Non-Recourse Debt of the Guarantor and its Consolidated Subsidiaries, and (b) Consolidated Debt shall exclude (i) Hybrid Securities of the Guarantor and its Consolidated Subsidiaries in an aggregate amount as shall not exceed 15% of Consolidated Capitalization and (ii) Equity- Linked Securities in an aggregate amount as shall not exceed 15% of Consolidated Capitalization. “Consolidated Subsidiary” means with respect to any Person at any date any Subsidiary of such Person or other entity the accounts of which would be consolidated with those of such Person in its consolidated financial statements if such statements were prepared as of such date in accordance with GAAP. “Continuing Lender” means with respect to any event described in Section 2.08, a Lender which is not a Retiring Lender, and “Continuing Lenders” means any two or more of such Continuing Lenders. “Corporation” means a corporation, association, company, joint stock company, limited liability company, partnership or business trust. “Debt” of any Person means, without duplication, (i) all obligations
of such Person for borrowed money, (ii) all obligations of such Person evidenced by bonds, debentures, notes or similar instruments, (iii) all Guarantees by such Person of Debt of others, (iv) all Capital Lease Obligations and Synthetic Leases of such Person, (v) all obligations of such Person in respect of Interest Rate Protection Agreements, foreign currency exchange agreements or other interest or exchange rate hedging arrangements (the amount of any such obligation to be the net amount that would be payable upon the acceleration, termination or liquidation thereof), but only to the extent that such net obligations exceed $150,000,000 in the aggregate and (vi) all obligations of such Person as an account party in respect of letters of credit and bankers’ acceptances; provided, however, that “Debt” of such Person does not include (a) obligations of such Person under any installment sale, conditional sale or title retention agreement or any other agreement relating to obligations for the deferred purchase price of property or services, (b) obligations under agreements relating to the purchase and sale of any commodity, including any power sale or purchase agreements, any commodity hedge or derivative (regardless of whether any such transaction is a “financial” or physical transaction), (c) any trade obligations or other obligations of such Person incurred in the ordinary course of business or (d) obligations of such Person under any lease agreement (including any lease intended as security) that is not a Capital Lease or a Synthetic Lease. “Debtor Relief Laws” means the Bankruptcy Code, and all other liquidation, conservatorship, bankruptcy, assignment for the benefit of creditors, moratorium, rearrangement, receivership, insolvency, reorganization, or similar debtor relief Laws of the United States or other applicable jurisdictions from time to time in effect. “Default” means any condition or event which constitutes an Event of Default or which with the giving o
notice or lapse of time or both would, unless cured or waived, become an Event of Default. 5 #93052149v11

" Defailting Lender" means at any time any Lender with respect to which a Lender Default is in
effect a &.1ch time, induding a,y Lender &.1bject to a Ba l-In Action. Any determination by the
AdministraiveAgent that a Lender isa Defailting Lender under a,y one or more daises of the definition
of"Lender D efault" sha l becondusiveand binding cbsent manifest error, a,d &.1ch Lender shall bedeema:l
to bea Defailting Lender (subject to cure as expressly contemplated in the definition of"Lender Default")
upon del ivery of written notice of &Jch determinaion to the Borrower a,d eoch Lender.
" Dol lars'' and the sign "i" means lawful money of the United States of America.
" Early Opt-in Election" mea,stheoccurrenceof:
(a) (i) a determinaion by the Administraive Agent or (ii) a notification by the Requira:l Lenders
to the Administrative Agent (with a copy to the Borrower) that the Requira:l Lenders havedetermina:l
tha U.S. dol lar-denominata:l syndicata:l cra:lit fa::i lities being executa:l at &Jch time, or tha indude
language similar to tha contana:l in Section 2.14(b}, are being executa:l or anenda:l, as appliccble, to
incorporate or adopt a ne.v benchmark interest rate to replace LIBOR, a,d
(b) (i) the election by the Administrative Agent or (ii) the election by the Requira:l Lenders to
declare that a, Early Opt-in Election has occurra:l and the provision, asappliccble, by the Administrative
Agent of written notice of &.1ch election to the Borrower a,d the Lenders or by the Requira:l Lenders of
written notice of &.1ch el ection to the Administrative Agent.
"EEA fiJ1ancial institution" mea,s(a) a,y cra:lit institution or investment firm estcbl isha:l in a,y
EEA Manber Country which is &.1bj ect to the &.1pervision of a, EEA Reoolution Authority, (b} a,y entity
estcbliS'la:l in a, EEA Manber Country which is a parent of a, institution deocriba:l in claire (a) of this
definition, or (c) a,y fi na,cial institution estcblisha:l in a, EEA Manber Country which is a &.1bsidiary of
a, institution deocriba:l in daises (a) or (b) of this definition a,d is&.1bject to consolidaa:l supervision with
its parent.
"EEA Member Country" mea,s a,y of the member staes of the Europea, Union,
Liechtenstein, a,d Norway.

lcela,d,

"EEA Resolution Authority" means any public administrative aithority or a,y peroon entrusta:l
with public administraive authority of a,y EEA Manber Country (including a,y delegee} having
re:ponsibi lity for the reoolution of a,y EEA Fina,cia Institution.
" Effective Date" means the date on which the Admi nistraive Agent determines tha the conditions
specifia:l in or pur&.1c:11t to Section 4.01 have been Sctis'ia:l.
" Eligible A&oiqnee" means (i) a Lender; (ii) a commercial ba,k organiza:l under the la.vs of the
Unita:l Staesa,d having a combina:l capita and &.1rplusof at least $100,000,000; (i ii) a commercial ba,k
orga,iza:l under the la.vs of a,y other country which is a member of the Orga,izaion for Economic
Cooperaion and Development, or apolitical &.1bdivision of a,y &.1ch country a,d having acombina:l capita
a,d &.1rplusof at least $100,000,000; provida:l, that &.1ch ba,k is acting through abra,ch or agency locata:l
a,d licenred in the Unita:l States; (iv) an Affiliate of a Lender that is an "accredited investor" (as defined
in Regulation D under theSecuritiesAct of 1933, asamenda:l} or (v) a, Approva:l Fund: provida:l, that, in
eoch care (a) upon a,d following the occurrence of a, Event of Defailt, a, Eligible A&oignee shall mea,
a,y Perron other thc:11 a Loa, Party or a,y of itsAffiliaes a,d (b) notwithstanding the foregoing, "El igible
Assignee" shall not include any Loan Party or any of its Subsidiaries or Affiliates.
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“Defaulting Lender” means at any time any Lender with respect to which a Lender Default is in effect at such time, including any Lender subject to a Bail-In Action. Any determination by the Administrative Agent that a Lender is a Defaulting Lender under any one or more clauses of the definition of “Lender Default” shall be conclusive and binding absent manifest error, and such Lender shall be deemed to be a Defaulting Lender (subject to cure as expressly contemplated in the definition of “Lender Default”) upon delivery of written notice of such determination to the Borrower and each Lender. “Dollars” and the sign “$” means lawful money of the United States of America. “Early Opt-in Election” means the occurrence of: (a) (i) a determination by the Administrative Agent or (ii) a notification by the Required Lenders to the Administrative Agent (with a copy to the Borrower) that the Required Lenders have determined that U.S. dollar-denominated syndicated credit facilities being executed at such time, or that include language similar to that contained in Section 2.14(b), are being executed or amended, as applicable, to incorporate or adopt a new benchmark interest rate to replace LIBOR, and (b) (i) the election by the Administrative Agent or (ii) the election by the Required Lenders to declare that an Early Opt-in Election has occurred and the provision, as applicable, by the Administrative Agent of written notice of such election to the Borrower and the Lenders or by the Required Lenders of written notice of such election to the Administrative Agent. “EEA Financial Institution” means (a) any credit institution or investment firm established in any EEA Member Country which is subject to the supervision of an EEA Resolution Authority, (b) any entity established in an EEA Member Country which is a parent of an institution described in clause (a) of this definition, or (c) any financial institution established in an EEA Member Country which is a
subsidiary of an institution described in clauses (a) or (b) of this definition and is subject to consolidated supervision with its parent. “EEA Member Country” means any of the member states of the European Union, Iceland, Liechtenstein, and Norway. “EEA Resolution Authority” means any public administrative authority or any person entrusted with public administrative authority of any EEA Member Country (including any delegee) having responsibility for the resolution of any EEA Financial Institution. “Effective Date” means the date on which the Administrative Agent determines that the conditions specified in or pursuant to Section 4.01 have been satisfied. “Eligible Assignee” means (i) a Lender; (ii) a commercial bank organized under the laws of the United States and having a combined capital and surplus of at least $100,000,000; (iii) a commercial bank organized under the laws of any other country which is a member of the Organization for Economic Cooperation and Development, or a political subdivision of any such country and having a combined capital and surplus of at least $100,000,000; provided, that such bank is acting through a branch or agency located and licensed in the United States; (iv) an Affiliate of a Lender that is an “accredited investor” (as defined in Regulation D under the Securities Act of 1933, as amended) or (v) an Approved Fund; provided, that, in each case (a) upon and following the occurrence of an Event of Default, an Eligible Assignee shall mean any Person other than a Loan Party or any of its Affiliates and (b) notwithstanding the foregoing, “Eligible Assignee” shall not include any Loan Party or any of its Subsidiaries or Affiliates. 6 #93052149v11

" Environmental LaNs" means any and all federal, state and local statutes, laws, regulations,
ordina,ces, rules, judgments, orda-s, de::rees, pa-mits, conces.5ions, gra,ts, fra,chises, licenses or othawritten governmental restrictions relating to the environment or to emissions, di&:ha-ges or releases of
polluta,ts, conta-nina,ts, petrolwm or petrolwm products, chemicals or industrial, toxic or Hazcrdous
Substa,cesor wastes into the environment including, without limitaion, a-nbient cir, surfocewater, ground
waer, or la,d, or otherwise relating to the ma,ufocture, proces.5ing, distribution, use, treament, stor~e.
di ~osal , tra,~ort or hcl"ldl i ng of pol Iuta,ts, conta-ni na,ts, petrol rum or petrol rum products, chemicals or
industrial, toxic or Hazcrdous Substa,ces or wastes.
" Environmental lial:>ilities" means all liabilities (including anticipated compliance costs) in
connection with or relating to the business, assets, presaitly or previously ownoo, leasoo or opa-aoo
property, octivities (including, without limitation, off-site di~osa) or operations of the Guera,tor or a,y
of its Subsi di eri es which a-i se under Environmental L aNs or rel ae to Hazcrdous Substa,ces.
" Equity-Linkoo Securities" means any securities of the Guarantor or any of its Subsidiaries which
ere convertible into, or excha-igeal:>I e for, EGUi ty sa::uri ti es of the Guera-itor or such Subsi di a-y, including
a,y SECurities issuoo by a,y of such Pers::>ns which ere pledged to sa::ure a-iy obl igation of a-iy holder to
purchase EGUity sa::urities of the Guera-itor or a,y of its Subsidieries.
" ERISA" means the Employee Retirement Income Security Act of 1974, as amended, or any
success:,r staute.
" ERISA Group" means each of the Loan Parties and all members of a controlled group of
corporations a-id all tra:les or businesses (whetha- or not incorporated) under common control which,
together with each of the Loa-i Pa-ties, ere treaed as a single a-nployer under Section 414(b) or (c) of the
Internal Revenue Code.
" EU Bal-In Legislation Schedule" mea,s the EU Bal-In Legislation Schedule published by the
Loa, Ma-ket Ass:>eiation (or a,y rucx:essor Perron), as in effect from time to time.
" Euro-Doller Borrowing" means a Borrowing comprised of Euro-Doller Loa,s.
" Euro-Doller Lending Office'' means, as to each Lender, its office, branch or Affiliate located at
its a:ldress set forth in its Administrai ve Questionnare (or identified in its Administrative Questionnaire
as its Euro-Doller Lending Office) or such other office, bra,ch or Affiliae of ruch Lender as it may
hereafter designate as its Euro-Doller Lending Office by notice to the Borrower a,d the Administrative
Agent.
" Euro-Doller Loa," means a Loan in respect of which interest is computed on the basis of the
Adjusted London lnterba,k Offered Rate pursua,t to the c;pplical:>le Notice of Borrowing or Notice of
Conversion/Conti nuai on.
" Euro-Doller Reserve Percentooe" of a-iy Lender for the Interest Period of a-iy LIBOR Rate Loa-i
mea,s the reserve percent~e c;ppl i cal:>I e to such Lender during such I nterest Period (or if more tha, one
such perc:ent~e shal I be so c;ppl i cal:>I e, the da Iy aver~ of ruch perc:ent~es for those days in such Interest
Period during which a,y ruch perc:ent~eshal l beso c;pplical:>le) under regulations issued from time to time
by the Boa-d of Governors of the Fooeral Reserve System (or a-iy success:,r) for determining the maxi mum
reserverEGuirement (including, without limitaion, a,y emergency, supplemental or otha-ma-ginal reserve
rEGuirement) then c;pplical:>le to such Lender with r~ect to lial:>ilities or assets consisting of or including
"Eurocurrency Liabilities" (as defined in Regulation D). The Adjusted Loudon Interbank Offered Rate
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“Environmental Laws” means any and all federal, state and local statutes, laws, regulations, ordinances, rules, judgments, orders, decrees, permits, concessions, grants, franchises, licenses or other written governmental restrictions relating to the environment or to emissions, discharges or releases of pollutants, contaminants, petroleum or petroleum products, chemicals or industrial, toxic or Hazardous Substances or wastes into the environment including, without limitation, ambient air, surface water, ground water, or land, or otherwise relating to the manufacture, processing, distribution, use, treatment, storage, disposal, transport or handling of pollutants, contaminants, petroleum or petroleum products, chemicals or industrial, toxic or Hazardous Substances or wastes. “Environmental Liabilities” means all liabilities (including anticipated compliance costs) in connection with or relating to the business, assets, presently or previously owned, leased or operated property, activities (including, without limitation, off-site disposal) or operations of the Guarantor or any of its Subsidiaries which arise under Environmental Laws or relate to Hazardous Substances. “Equity-Linked Securities” means any securities of the Guarantor or any of its Subsidiaries which are convertible into, or exchangeable for, equity securities of the Guarantor or such Subsidiary, including any securities issued by any of such Persons which are pledged to secure any obligation of any holder to purchase equity securities of the Guarantor or any of its Subsidiaries. “ERISA” means the Employee Retirement Income Security Act of 1974, as amended, or any successor statute. “ERISA Group” means each of the Loan Parties and all members of a controlled group of corporations and all trades or businesses (whether or not incorporated) under common control which, together with each of the Loan Parties, are treated as a single employer under Section 414(b) or (c) of the Internal Revenue Code. “EU
Bail-In Legislation Schedule” means the EU Bail-In Legislation Schedule published by the Loan Market Association (or any successor Person), as in effect from time to time. “Euro-Dollar Borrowing” means a Borrowing comprised of Euro-Dollar Loans. “Euro-Dollar Lending Office” means, as to each Lender, its office, branch or Affiliate located at its address set forth in its Administrative Questionnaire (or identified in its Administrative Questionnaire as its Euro-Dollar Lending Office) or such other office, branch or Affiliate of such Lender as it may hereafter designate as its Euro-Dollar Lending Office by notice to the Borrower and the Administrative Agent. “Euro-Dollar Loan” means a Loan in respect of which interest is computed on the basis of the Adjusted London Interbank Offered Rate pursuant to the applicable Notice of Borrowing or Notice of Conversion/Continuation. “Euro-Dollar Reserve Percentage” of any Lender for the Interest Period of any LIBOR Rate Loan means the reserve percentage applicable to such Lender during such Interest Period (or if more than one such percentage shall be so applicable, the daily average of such percentages for those days in such Interest Period during which any such percentage shall be so applicable) under regulations issued from time to time by the Board of Governors of the Federal Reserve System (or any successor) for determining the maximum reserve requirement (including, without limitation, any emergency, supplemental or other marginal reserve requirement) then applicable to such Lender with respect to liabilities or assets consisting of or including “Eurocurrency Liabilities” (as defined in Regulation D). The Adjusted London Interbank Offered Rate 7 #93052149v11

shall be a::ljuste:I a.rtomatically on c11d as of the etfective date of a,y cha,ge in the Euro-Dollar Reserve
Pa"cent~e.
" Event of Detadt" has the meaning set forth in Sa::tion 7.01.
" FA TCA" means Sections 1471 through 1474 of the Internal Revenue Code, as of the date of this
Agreema,t (or c11y anende:I or successor version that is substa,ti vel y COIT'()aral:>I e cl1d not material Iy more
onerous to compIy with), a,y current or future regulations or official i nterpra:ai ons thereof, c11y ~reernents
entere:I into pursua,t to Sa::tion 1471(b)(1) of the Internal Revenue Code c11d c11y fiscal or regulatory
legislation, rules or practices a::lopte:I pursuc11t to c11y intergovernmental ~reernent, treaty or convention
anong Governmental Authoritiescl1d implementing such Sa::tionsof the Internal Revenue Code.
" Fe:leral Funds Rate" means for any day the rate per annum (rounded upward, if necessary, to the
nea-est 11100th of 1%) equal to the weighte:I aver~e of the rates on overnight Fe:leral funds trc11sactions
with members of the Fe:leral Reserve System, as publ i::hed by the Fe:leral Reserve Bank of New York on
the Business Day next succee:ling such day; provide:!, that (i) if such day is not a Business Day, the Fe:leral
Funds Rate for such day shall be such rae on such trc11sactions on the next prece:ling Business Day as so
publ ishe:I on the next succee:ling Business Day, cl1d (ii) if no such rate is so publi::hed on such next
succee:li ng Business Day, the Fe:leral Funds Rate for such day shal I be the aver~e rate (rounde:I upward,
if necessary, to the nea-est 11100th of 1%) charge:! by U.S. Bc11k on such day on such trc11sactions as
da:ermine:I by theAdministrativeAgent; provide:!, further, that if c11y such rate shall belesstha, zero, such
rate shall be deerne:I to be zero for the purposes of thisAgreema,t.
" Fe:leral Reserve Bank of New York's Website" mea,s the website of the Fe:leral Reserve Ba,k
of New York a http://www.newyorkfe:l.org or any successor source.
" Fund" means any Person (other than a natural Person) that is (or will be) engaged in making,
purchasing, holding or otherwise investing in commercial IOc11s, bonds cl1d similar extensions of cre:lit in
the ordinary course of its activities.

"GAAP' means United States generally accepted accounting principles applied on a consistent
basis.
"Governmental Authority" mec11s c11y f e:leral , state or Iocal government, a.ithori ty, ~ency, central
bc11k, quasi-governmental a.rthority, court or other body or entity, and any arbitraor with a.ithority to bind
a party at law.
"Group of LOc11s" means at any time a group of Loans consisting of (i) all LOc11s which are Base
Rate Loans a such time or (ii) all LOc11s which are Euro-Dollar LOc11s of the sane Type having the sane
Interest Pa"iod at such time; provide:!, that, if a LOc11 of any particular Lender is converte:I to or ma::le asa
Base Rate Loan pursuant to Sa::tions 2.15 or 2.18, such LOc11 shall beindude:I in the sane Group or Groups
of L001s from time to time as it would have been in if it ha::l not been so converte:I or ma::le.
" Guarantee" of or by any Person means any obligation, contingent or otherwise, of such Pa-son
guaranteeing or having the economic effect of guaranteeing any Debt of any other Person (the "primary
obligor") in any manner, whether directly or indirectly, and including any obligation of such Person, direct
or indirect, (i) to purchase or pay (or a::lva,ce or supply funds for the purchase or payment of) such Debt or
to purchase (or to adva,ce or supply funds for the purchase of) any security for payment of such Debt,
(ii) to purchase or lease property, SEUJrities or services for the purpose of assuring the owner of such Debt
of the payment of such Debt or (iii) to mantan working Ql>ital, equity Ql>ital or any other financial
staement condition or liquidity of the primary obligor so asto enal:>letheprimary obligor to pay such Debt;
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shall be adjusted automatically on and as of the effective date of any change in the Euro-Dollar Reserve Percentage. “Event of Default” has the meaning set forth in Section 7.01. “FATCA” means Sections 1471 through 1474 of the Internal Revenue Code, as of the date of this Agreement (or any amended or successor version that is substantively comparable and not materially more onerous to comply with), any current or future regulations or official interpretations thereof, any agreements entered into pursuant to Section 1471(b)(1) of the Internal Revenue Code and any fiscal or regulatory legislation, rules or practices adopted pursuant to any intergovernmental agreement, treaty or convention among Governmental Authorities and implementing such Sections of the Internal Revenue Code. “Federal Funds Rate” means for any day the rate per annum (rounded upward, if necessary, to the nearest 1/100th of 1%) equal to the weighted average of the rates on overnight Federal funds transactions with members of the Federal Reserve System, as published by the Federal Reserve Bank of New York on the Business Day next succeeding such day; provided, that (i) if such day is not a Business Day, the Federal Funds Rate for such day shall be such rate on such transactions on the next preceding Business Day as so published on the next succeeding Business Day, and (ii) if no such rate is so published on such next succeeding Business Day, the Federal Funds Rate for such day shall be the average rate (rounded upward, if necessary, to the nearest 1/100th of 1%) charged by U.S. Bank on such day on such transactions as determined by the Administrative Agent; provided, further, that if any such rate shall be less than zero, such rate shall be deemed to be zero for the purposes of this Agreement. “Federal Reserve Bank of New York’s Website” means the website of the Federal Reserve Bank of New York at http://www.newyorkfed.org or any successor source. “Fund”
means any Person (other than a natural Person) that is (or will be) engaged in making, purchasing, holding or otherwise investing in commercial loans, bonds and similar extensions of credit in the ordinary course of its activities. “GAAP” means United States generally accepted accounting principles applied on a consistent basis. “Governmental Authority” means any federal, state or local government, authority, agency, central bank, quasi-governmental authority, court or other body or entity, and any arbitrator with authority to bind a party at law. “Group of Loans” means at any time a group of Loans consisting of (i) all Loans which are Base Rate Loans at such time or (ii) all Loans which are Euro-Dollar Loans of the same Type having the same Interest Period at such time; provided, that, if a Loan of any particular Lender is converted to or made as a Base Rate Loan pursuant to Sections 2.15 or 2.18, such Loan shall be included in the same Group or Groups of Loans from time to time as it would have been in if it had not been so converted or made. “Guarantee” of or by any Person means any obligation, contingent or otherwise, of such Person guaranteeing or having the economic effect of guaranteeing any Debt of any other Person (the “primary obligor”) in any manner, whether directly or indirectly, and including any obligation of such Person, direct or indirect, (i) to purchase or pay (or advance or supply funds for the purchase or payment of) such Debt or to purchase (or to advance or supply funds for the purchase of) any security for payment of such Debt, (ii) to purchase or lease property, securities or services for the purpose of assuring the owner of such Debt of the payment of such Debt or (iii) to maintain working capital, equity capital or any other financial statement condition or liquidity of the primary obligor so as to enable the primary obligor to pay such Debt; 8 #93052149v11

provided, however, that the term Guera,tee shall not include endorsements for collection or dE:posit in the
ordi nay course of business.
" Guera,tor" has the meaning set forth in the introductory paragraph hereto.
" Guera,ty" means the guaranty of the Guarantor set forth in Article X .
" Hazadous Substa,ces" means any toxic, caustic or otherwise hazardous substance, including
petroleum, its derivatives, by-products and other hydroca-bons, or a,y substa,ce having a,y constituent
elernentsdiEplaying a,y of the foregoing cheracteristics.
" Hybrid Senlrities'' means any trust preferred securities, or deferrable interest subordinated debt
with a maturity of at Ieast 20 yea-s issued by a,y of the Loa, Pa-ti es, or a,y business trusts, Ii mi too Ii cbi Ii ty
compa,ies, limited partnerships(or similer entities) (i) all of the common equity, general partner or similer
interests of which ere owned (either directly or i ndi rectl y through one or more Whol Iy Owned Subsi di eri es)
a all times by theGuera,tor or a,y of its Subsidieries, (ii) that have been formed for the purpose of issuing
hybrid pra'erred securities and (iii) substa,tially all the assets of which consist of (A) subordinated debt of
the Guera,tor or a Subsidiery of the Gua-a,tor, as the case may be, a,d (8) payments made from time to
ti me on the subordinated debt.
" lndernnitee" has the meaning set forth in Section 9.03(b).
" Interest Period" means with respect to each Euro-Doller Loa,, a period commencing on the date
of borrowing EpErifiEd in the cppliccble Notice of Borrowing or on the date ~ ified in the cppliccble
Notice of Conversion/Continuaion a,d ending one, two, three or six months therea'ter, as the Borrower
may elect in the cppl i ccbl e notice; provided, that:
(i)
a,y Interest Period which would otherwise end on a day which is not a Business
Day shall , subject to clause(iii) below, be extended to the next succeeding Business Day unless
such Business Day falls in a,other caender month, in which case such Interest Period shall end on
the next pra::a::li ng Business Day;
a,y Interest Period which begins on the last Business Day of acaenda- month (or
(ii)
on a day for which there is no numericaly corre:ponding day in the ca ender month at the end of
such Interest Period) shal l, subject to clause (ii i) below, end on the last Business Day of a ca ender
month; and
(ii i)

no Interest Period shall end after the Maturity Date.

" Interest Rate Protection Agreements" means any agreement providing for an interest rate swap,

ccp or cdla-, or a,y other fina,cial agreement designed to protect against fluctuations in interest raes.
" Internal Revenue Code" means the Internal Revenue Code of 1986, as amended, or any successor
statute.
" Lender" means each bank or other lending institution listed in Appendix A as having a
Commitment, eam El igible Assignee that be:x>mes a Lender pursua,t to Section 9.06{c) and their
re:pective succesrors.
"Lender Da'ault" mea,s (i) the failure (which has not been cured) of a,y Lender to (a) fund all or
a,y portion of its Loa,s within two Business Days of the date such Loa,s were required to be funded
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provided, however, that the term Guarantee shall not include endorsements for collection or deposit in the ordinary course of business. “Guarantor” has the meaning set forth in the introductory paragraph hereto. “Guaranty” means the guaranty of the Guarantor set forth in Article X. “Hazardous Substances” means any toxic, caustic or otherwise hazardous substance, including petroleum, its derivatives, by-products and other hydrocarbons, or any substance having any constituent elements displaying any of the foregoing characteristics. “Hybrid Securities” means any trust preferred securities, or deferrable interest subordinated debt with a maturity of at least 20 years issued by any of the Loan Parties, or any business trusts, limited liability companies, limited partnerships (or similar entities) (i) all of the common equity, general partner or similar interests of which are owned (either directly or indirectly through one or more Wholly Owned Subsidiaries) at all times by the Guarantor or any of its Subsidiaries, (ii) that have been formed for the purpose of issuing hybrid preferred securities and (iii) substantially all the assets of which consist of (A) subordinated debt of the Guarantor or a Subsidiary of the Guarantor, as the case may be, and (B) payments made from time to time on the subordinated debt. “Indemnitee” has the meaning set forth in Section 9.03(b). “Interest Period” means with respect to each Euro-Dollar Loan, a period commencing on the date of borrowing specified in the applicable Notice of Borrowing or on the date specified in the applicable Notice of Conversion/Continuation and ending one, two, three or six months thereafter, as the Borrower may elect in the applicable notice; provided, that: (i) any Interest Period which would otherwise end on a day which is not a Business Day shall, subject to clause (iii) below, be extended to the next succeeding Business Day unless such Business Day falls in another calendar month, in which case such
Interest Period shall end on the next preceding Business Day; (ii) any Interest Period which begins on the last Business Day of a calendar month (or on a day for which there is no numerically corresponding day in the calendar month at the end of such Interest Period) shall, subject to clause (iii) below, end on the last Business Day of a calendar month; and (iii) no Interest Period shall end after the Maturity Date. “Interest Rate Protection Agreements” means any agreement providing for an interest rate swap, cap or collar, or any other financial agreement designed to protect against fluctuations in interest rates. “Internal Revenue Code” means the Internal Revenue Code of 1986, as amended, or any successor statute. “Lender” means each bank or other lending institution listed in Appendix A as having a Commitment, each Eligible Assignee that becomes a Lender pursuant to Section 9.06(c) and their respective successors. “Lender Default” means (i) the failure (which has not been cured) of any Lender to (a) fund all or any portion of its Loans within two Business Days of the date such Loans were required to be funded 9 #93052149v11

hereunder unless such Lender notifies the Administraive Agent and the Borrower in writing that such
failure is the result of such Lender 's deten11ination that one or more conditions precedent to funding (each
of which conditions preca::lent, together with any <l)plica:>ledefailt, shall be ~ecificaly identifia::l in such
writing) has not been satisfia::l, or (b) pay to theAdministrativeAgent or any other Lender any other anount
requira::l to be pad by it hereunder within two Business Days of the date when due, or (ii) a Lender having
notifia::l the Borrower and the Administraive Agent in writing that it does not intend to comply with its
funding obligaions hereunder, or has made a publ ic staernent to that effect (unless such writing or public
statement relates to such Lender's obligation to fund a Loan hereunder and states that such position is based
on such Lender's determination that a condition precedent to funding (which condition precedent, together
with any <l)pl ica:>le defailt, shall be ~ocificaly identifia::l in such writing or public staernent) ca,not be
satisfia::l), or (iii) the fa lure, within three Business Days ctter written request by the Administrative Agent
or the Borrower, of a Lender to confirm in writing to theAdmi nistraive Agent and the Borrower that it wi 11
comply with its pr~ective funding obligations hereunder (provida::l that a Lender Defailt in effect
pursuant to this daise (iii) shall be cura::l upon ra::eipt of such written confirmaion by the Administraive
Agent and the Borrower) or (iv) a Lender has, or has a direct or indirect pa-ent company that has, (a) be::ome
the subject of a proceeding under any Debtor Relief Lem, or (b) had <l)pointa::l for it a ra::eiver, custodian,
conservaor, trustee, administrator, assignee for the benefit of cra::litors or similar Perron charga::l with
roorganizati on or Ii qui dai on of its business or assds, ind udi ng the Fa::leral DEl)osi t I nsurance Corporation
or any other state or fa::leral regulaory aithority cding in such a C<l)ccity, or (v) the Lender be::omes the
subject of a Ba l-In Action: provida::l that a Lender Defailt shal l not exist oolely by virtue of the ownership
or acquisition of any equity interest in tha Lender or any direct or indirect pa-ent company theroof by a
Governmental Authority oo Iong as such ownership interest does not result in or provide such Lender with
immunity from the juris:liction of courts within the Unita::l States or from the enforcement of judgments or
writs of atachment on its assds or permit such Lender (or such Governmental Authority) to reject,
rEl)udiate, disavow or disafi rm any contrcds or agreements made with such Lender.
" Lien" means, with respect to any asset, any mortgage, lien, pledge, charge, security interest or
encumbrance i ntenda::l to confer or having the effect of conferring upon a cra::litor a preferential interest.
"Loan" means a Base Rate Loan or a Euro-Dollar Loan, and "Loans" means any combination of
the foregoing.
" Loan Documents" means this Agreement and the Notes.
"London Business Day" means a day on which commercial banks are open for international
business (induding dealings in Dollar dEl)osits) in London.
" Loan Pc:r-ties" means the Borrower and the Guarantor.
" London Interbank Offera::l Rae" or " LI BOR" mea1s:
(i)
for any Euro-Dollar Loan for any Interest Period, the interest rate for dEl)osits in Dollars
for a period of ti me cornparrol e to such Interest Period which <l)pElol's on Reuters Screen LI BOR01 (or any
<l)plica:>lesuccesoor page) a <l)proximaely 11:00 A.M . (London time) two Business Days before the first
day of such Interest Period; provida::l, however, tha if more than one such rate is ~ocifia::l on Reuters
Screen LIBOR01 (or any <l}Pl ica:>lesuccesoor page), the<l}Plica:>lerateshall be the arithmetic meEJl of all
such rates (rounda::l upwa-ds, if necessary, to the nElol'est 1/100 of 1%). If for any reason such rate is not
avalal:)le on Reuters Screen LIBOR01 (or any <l)pl ica:,le succesoor page), the ten11 "London Interbank
Offered Rate" means for any Interest Period, the arithmetic mean of the rate per annum at which deposits
in Dolla-s are offera::l by first dass banks in the London interbank ma-ket to the Administrative Agent at
<l)proximatay 11:00 A .M. (London time) two Business Days before the first day of such Interest Period in
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hereunder unless such Lender notifies the Administrative Agent and the Borrower in writing that such failure is the result of such Lender’s determination that one or more conditions precedent to funding (each of which conditions precedent, together with any applicable default, shall be specifically identified in such writing) has not been satisfied, or (b) pay to the Administrative Agent or any other Lender any other amount required to be paid by it hereunder within two Business Days of the date when due, or (ii) a Lender having notified the Borrower and the Administrative Agent in writing that it does not intend to comply with its funding obligations hereunder, or has made a public statement to that effect (unless such writing or public statement relates to such Lender’s obligation to fund a Loan hereunder and states that such position is based on such Lender’s determination that a condition precedent to funding (which condition precedent, together with any applicable default, shall be specifically identified in such writing or public statement) cannot be satisfied), or (iii) the failure, within three Business Days after written request by the Administrative Agent or the Borrower, of a Lender to confirm in writing to the Administrative Agent and the Borrower that it will comply with its prospective funding obligations hereunder (provided that a Lender Default in effect pursuant to this clause (iii) shall be cured upon receipt of such written confirmation by the Administrative Agent and the Borrower) or (iv) a Lender has, or has a direct or indirect parent company that has, (a) become the subject of a proceeding under any Debtor Relief Law, or (b) had appointed for it a receiver, custodian, conservator, trustee, administrator, assignee for the benefit of creditors or similar Person charged with reorganization or liquidation of its business or assets, including the Federal Deposit Insurance Corporation or any other state or federal regulatory authority acting in such a capacity
or (v) the Lender becomes the subject of a Bail-In Action; provided that a Lender Default shall not exist solely by virtue of the ownership or acquisition of any equity interest in that Lender or any direct or indirect parent company thereof by a Governmental Authority so long as such ownership interest does not result in or provide such Lender with immunity from the jurisdiction of courts within the United States or from the enforcement of judgments or writs of attachment on its assets or permit such Lender (or such Governmental Authority) to reject, repudiate, disavow or disaffirm any contracts or agreements made with such Lender. “Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security interest or encumbrance intended to confer or having the effect of conferring upon a creditor a preferential interest. “Loan” means a Base Rate Loan or a Euro-Dollar Loan, and “Loans” means any combination of the foregoing. “Loan Documents” means this Agreement and the Notes. “London Business Day” means a day on which commercial banks are open for international business (including dealings in Dollar deposits) in London. “Loan Parties” means the Borrower and the Guarantor. “London Interbank Offered Rate” or “LIBOR” means: (i) for any Euro-Dollar Loan for any Interest Period, the interest rate for deposits in Dollars for a period of time comparable to such Interest Period which appears on Reuters Screen LIBOR01 (or any applicable successor page) at approximately 11:00 A.M. (London time) two Business Days before the first day of such Interest Period; provided, however, that if more than one such rate is specified on Reuters Screen LIBOR01 (or any applicable successor page), the applicable rate shall be the arithmetic mean of all such rates (rounded upwards, if necessary, to the nearest 1/100 of 1%). If for any reason such rate is not available on Reuters Screen LIBOR01 (or any applicable successor page), the term
“London Interbank Offered Rate” means for any Interest Period, the arithmetic mean of the rate per annum at which deposits in Dollars are offered by first class banks in the London interbank market to the Administrative Agent at approximately 11:00 A.M. (London time) two Business Days before the first day of such Interest Period in 10 #93052149v11

an anount cpproximateiy equal to the principal amount of the Euro-Doi la- Loa, of U.S. Bank to which
such Interest Period is to cppl y and for a period of ti me compa-rol e to such Interest Period. To the extent
tha a compa-roleor suCCes9Jr rae is chosen by the Administrative Agent in connection with any rae set
forth in thiscla.1se(i), such compa-roleor sucees9Jr raeshall becpplia:l in ama,ner consistent wi th ma-ket
practice.
(ii)
for any interest rae caculation with re:pect to a Base Rate Loa,, the interest rate for
deposits in Dolla-s for a period equal to one month (commencing on the date of determination of such
interest rae) which cppea-s on Reuters Screen LIBOR01 (or any cpplicrole suCCes9Jr page) at
cpproximateiy 11 :00 A.M. (London time) on such date of determination (provida:l tha if such day is not a
Business Day for which a London lnterba1k Offera:l Rate is quota:l, the next preca:ling Business Day for
which a London lnterbaik Offera:l Rate is quota:l); provida:l, however, tha if more than one such rae is
~ecifia:l on ReutersScrEal LIBOR01 (or a,y cpplicrolesuCCes9Jr page), thecppl icrolerateshall be the
a-ithmetic mea, of all such raes (rounda:l upwa-ds, if necessa-y, to the nea-est 1/100 of 1%). If for a,y
re:ron such rate is not ava Irole on Reuters Screen LI BOR01 (or any cppl i crol e sucees9Jr page), the term
"London Interbank Offered Rate" means for any applicable one-month interest period, thea-ithmetic ma:n
of the rate per a,num a which deposits in Dolla-s a-e offera:l by first cla;s ba1ks in the London interba1k
ma-ket to the Administrctive Agent at cpproximateiy 11:00 A.M. (London time) on such date of
determination (provida:l tha if such day is not a Business Day for which a London Interbank Offera:l Rate
is quota:l, the next preca:ling Business Day for which a London Interbank Offera:l Rate is quota:l) in an
anount cpproximateiy equal to the principal amount of the Base Rae Loa, of U.S. Bank. To the extent
tha a compa-roleor succesoor rae is chosen by the Administrative Agent in connection with any rae set
forth in this cla.1se (ii), such compa-role or suCCes9Jr rate shall be cpplia:l in a manner consistent with
ma-ket practice.
Notwithstanding the foregoing, if the London Interbank Offera:l Rate determina:l in occordance
with the foregoing shall be less than zero, such rae shall be deana:l to be zero for the purposes of this
Agreement.
" Ma-gin Stock" means "margin stock" as such term is defined in Regulation U.
" Material Adverse Effect" means (i) a,y material adverse effect upon the business, assets, financial
condition or operations of the Gua-antor or the Guaantor and its SUbsidia-ies, ta<en as a whole; (ii) a
maerial adverse effect on theroi I ity of the Loa, Pa-ties ta<en as a whole to perform their obi igaions under
this Agreement, the Notes or the other Loa, Documents or (i ii) a maerial adverse effect on the validity or
enforcea::>i Iity of this Agreanent, the Notes or any of the other Loa, Documents.
" Material Debt" means Debt (other than the Notes) of any Loan Party in a principal or face amount
excea:ling $50,000,000.
" Material Aa," means at any time a Aa, or A ans having aggregate Unfunda:l Liroilities in excess
of $50,000,000. For the avoidance of doubt, where any two or more A ans, which individually do not have
Unfunda:l Liroilities in excess of $50,000,000, but collectively have aggregate Unfunda:l Liroilities in
excess of $50,000,000, all references to Material Aa, shall bedeana:l to cpply to such Plans as a group.
" Material SUbsidiay" means each Subsidiary of the Guarantor listed on Scha:lule 5.14 and each
other SUbsidia-y of the Gua-antor designated by the Guarantor as a " Material Subsidiary" in writing to the
Administraive Agent, in either case, for ro long as such Maerial SUbsidiay shal l be a Wholly Owna:l
SUbsidiay of the Guaantor.
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an amount approximately equal to the principal amount of the Euro-Dollar Loan of U.S. Bank to which such Interest Period is to apply and for a period of time comparable to such Interest Period. To the extent that a comparable or successor rate is chosen by the Administrative Agent in connection with any rate set forth in this clause (i), such comparable or successor rate shall be applied in a manner consistent with market practice. (ii) for any interest rate calculation with respect to a Base Rate Loan, the interest rate for deposits in Dollars for a period equal to one month (commencing on the date of determination of such interest rate) which appears on Reuters Screen LIBOR01 (or any applicable successor page) at approximately 11:00 A.M. (London time) on such date of determination (provided that if such day is not a Business Day for which a London Interbank Offered Rate is quoted, the next preceding Business Day for which a London Interbank Offered Rate is quoted); provided, however, that if more than one such rate is specified on Reuters Screen LIBOR01 (or any applicable successor page), the applicable rate shall be the arithmetic mean of all such rates (rounded upwards, if necessary, to the nearest 1/100 of 1%). If for any reason such rate is not available on Reuters Screen LIBOR01 (or any applicable successor page), the term “London Interbank Offered Rate” means for any applicable one-month interest period, the arithmetic mean of the rate per annum at which deposits in Dollars are offered by first class banks in the London interbank market to the Administrative Agent at approximately 11:00 A.M. (London time) on such date of determination (provided that if such day is not a Business Day for which a London Interbank Offered Rate is quoted, the next preceding Business Day for which a London Interbank Offered Rate is quoted) in an amount approximately equal to the principal amount of the Base Rate Loan of U.S. Bank. To the extent that
a comparable or successor rate is chosen by the Administrative Agent in connection with any rate set forth in this clause (ii), such comparable or successor rate shall be applied in a manner consistent with market practice. Notwithstanding the foregoing, if the London Interbank Offered Rate determined in accordance with the foregoing shall be less than zero, such rate shall be deemed to be zero for the purposes of this Agreement. “Margin Stock” means “margin stock” as such term is defined in Regulation U. “Material Adverse Effect” means (i) any material adverse effect upon the business, assets, financial condition or operations of the Guarantor or the Guarantor and its Subsidiaries, taken as a whole; (ii) a material adverse effect on the ability of the Loan Parties taken as a whole to perform their obligations under this Agreement, the Notes or the other Loan Documents or (iii) a material adverse effect on the validity or enforceability of this Agreement, the Notes or any of the other Loan Documents. “Material Debt” means Debt (other than the Notes) of any Loan Party in a principal or face amount exceeding $50,000,000. “Material Plan” means at any time a Plan or Plans having aggregate Unfunded Liabilities in excess of $50,000,000. For the avoidance of doubt, where any two or more Plans, which individually do not have Unfunded Liabilities in excess of $50,000,000, but collectively have aggregate Unfunded Liabilities in excess of $50,000,000, all references to Material Plan shall be deemed to apply to such Plans as a group. “Material Subsidiary” means each Subsidiary of the Guarantor listed on Schedule 5.14 and each other Subsidiary of the Guarantor designated by the Guarantor as a “Material Subsidiary” in writing to the Administrative Agent, in either case, for so long as such Material Subsidiary shall be a Wholly Owned Subsidiary of the Guarantor. 11 #93052149v11

" Maturi ty Date" means Ma-ch 31 , 2021 , or, if such dcie is not a Business Day, the next proceding
Business Day.
" Moody's" means Moody's Investors Service, Inc., a Delaware corporation, and its successors or,
oosent any such succesoor, such naionaly recognized stctistica rcting organization as the Borrower and
theAdministrciiveAgent may select.
" Multiernployer Aal'' means at any time an employee pension benefit plan within the meaning of
Section 4001(a)(3) of ERISA. to which any member of the ERISA. Group is then mci<ing or a::cruing an
obi i gati on to mci<e contributions or has within the procedi ng five pl an yea-s made contributions.
" Ne.v Lender" means with respect to any event described in Section 2.08, an El igible Assignee
which becomes a Lender hereunder as a result of such event, and "New Lenders" means any two or more
of such Ne.v Lenders.
" Non-Defad ting Lender" means each Lender other than a Defaulting Lender, and "Non-Defaulting
Lenders" means any two or more of such Lenders.
" Non-Recourse Debt" means Debt that is nonrecourse to any Loan Party or any assa: of any Loan

Pa-ty.
" Non-U.S. Lender" has the meaning set forth in Section 2.17(e).
" Note'' means a promissory note, substantially in the form of Exhibit B hera:o, iSSJed at the request
of a Lender evidencing the obi i gcii on of the Borrower to r~ay outstanding Loans.
" Notice of Borrowing" has the meaning set forth in Section 2.03.
" Notice of Conversion/Conti nuation" has the meaning set forth in Section 2.06(d)(i i).
" Obl igctions" means:
(i)
a l principa of and interest (induding, without limitation, any interest which
a::crues after the commencement of any case, proceeding or other octi on relating to the bankruptcy,
inrolvency or reorganization of the Borrower, wha:her or not a lowed or a lowoole as a claim in
any such proceeding) on any Loan, fees payoole under, or any Note iSSJed pursuant to, this
Agreement or any other Loan Document;
(ii)
a l other anounts now or hereafter payoole by the Borrower and al other
obligations or liooilitiesnow existing or hereafter a-ising or incurred (including, without limitction,
any amounts which a:::crue after the commencement of any case, proceeding or other octi on rel cti ng
to the bankruptcy, inrolva,cy or reorganization of the Borrower, whether or not alowed or
alowooleasadaim in any such proceeding) on the part of the Borrower pursuant tothisAgreernent
or any other Loan Document;
(iii)
a l expenses of theAdministrativeAgent as to which theAdministrativeAgait has
a right to reimbursement under Section 9.03(a) hereof or under any other similar provision of any
other Loan Document;
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“Maturity Date” means March 31, 2021, or, if such date is not a Business Day, the next preceding Business Day. “Moody’s” means Moody’s Investors Service, Inc., a Delaware corporation, and its successors or, absent any such successor, such nationally recognized statistical rating organization as the Borrower and the Administrative Agent may select. “Multiemployer Plan” means at any time an employee pension benefit plan within the meaning of Section 4001(a)(3) of ERISA to which any member of the ERISA Group is then making or accruing an obligation to make contributions or has within the preceding five plan years made contributions. “New Lender” means with respect to any event described in Section 2.08, an Eligible Assignee which becomes a Lender hereunder as a result of such event, and “New Lenders” means any two or more of such New Lenders. “Non-Defaulting Lender” means each Lender other than a Defaulting Lender, and “Non-Defaulting Lenders” means any two or more of such Lenders. “Non-Recourse Debt” means Debt that is nonrecourse to any Loan Party or any asset of any Loan Party. “Non-U.S. Lender” has the meaning set forth in Section 2.17(e). “Note” means a promissory note, substantially in the form of Exhibit B hereto, issued at the request of a Lender evidencing the obligation of the Borrower to repay outstanding Loans. “Notice of Borrowing” has the meaning set forth in Section 2.03. “Notice of Conversion/Continuation” has the meaning set forth in Section 2.06(d)(ii). “Obligations” means: (i) all principal of and interest (including, without limitation, any interest which accrues after the commencement of any case, proceeding or other action relating to the bankruptcy, insolvency or reorganization of the Borrower, whether or not allowed or allowable as a claim in any such proceeding) on any Loan, fees payable under, or any Note issued pursuant to, this Agreement or any other Loan Document; (ii) all other
amounts now or hereafter payable by the Borrower and all other obligations or liabilities now existing or hereafter arising or incurred (including, without limitation, any amounts which accrue after the commencement of any case, proceeding or other action relating to the bankruptcy, insolvency or reorganization of the Borrower, whether or not allowed or allowable as a claim in any such proceeding) on the part of the Borrower pursuant to this Agreement or any other Loan Document; (iii) all expenses of the Administrative Agent as to which the Administrative Agent has a right to reimbursement under Section 9.03(a) hereof or under any other similar provision of any other Loan Document; 12 #93052149v11

(iv)
al l crnounts pad by any lndemnitee as to which SJch lndemnitee has the right to
reini:>ursement under Se:::tion 9.03 hereof or under any other similar provision of any other Loan
Document; and
(v)
in the case of ea::h of dauses (i) through (iv) above, together with all reneWals,
modifications, conrol i dati ons or extensions thereof.
" OFAC" means the U.S. Department of the Treasury's Office of Foreign Assets Control.
" Other Connection Taxes" means, with respect to the Administraive Agent or any Lender, taxes,
duties, levies, impost, deductions, charges, and withholdings and all liabilitieswith respoct thereto impOSErl
as a result of a presait or former conna::ti on between such Perron and the j uri s:li cti on imposing ruch tax
(other than conna::tions arising from such Perron having exocutoo, delivered, become a party to, performoo
its obligations under, received payments under, receivoo or perfa::ted a socurity interest under, engaged in
any other transaction pursuant to or enforced any Loan Document, or rold or assigned an interest in any
Loan or Loan Document).
" Other Taxes" has the meaning set forth in Se:::tion 2.17(b).
" Outstandings'' means at any time, with respa::t to any Lender, the sum of the aggregaeprincipal
amount of such Lender's outstanding Loans.
" Participant" has the meaning set fo11h in Se:::tion 9.06(b).
" Participant Rooister" has the meaning set forth in Se:::tion 9.06(b).
"Petri ot Act" has the mearii ng set forth in Se:::ti on 9.13.
" PBGC" means the Pension Benefit Guaranty Corporation or any entity succeeding to any or all of
its functions under ERi SA..
" Permittoo Business'' with respect to any Person means a business that is the same or similar to the
business of the Guarantor or any Subsidiary of the Guarantor as of the Effa::tive Date, or any business
reasonably relaed thereto.
" Perron" means an individual, a corporation, a partnership, an association, a limited liability
company, a trust or an unincorporaed association or any other entity or organization, induding a
government or politica subdivision or an agency or instrumentality thereof.
"Plan" means at any time an employee pension benefit plan (induding a Multiemployer Plan)
which is covered by Ti tie IV of ERi SA. or subj a::t to the mini mum funding standards under Se:::ti on 412 of
the Internal Revenue Code and either (i) is mantanoo, or contributed to, by any member of the ERISA.
Group for employees of any member of the ERISA. Group or (i i) has a any time within the preceding five
yea-s been mantaned, or contributed to, by any Perron which was a such time a member of the ERISA.
Group for employees of any Perron which was at such time a member of the ERISA. Group.
" Prime Rate" means the rate of interest publ idy announced by U.S. Bank from time to ti meas its
Prime Rate.
" Public Reporting Company" means a company subject to the periodic reporting requirements of
the Securities and Exchange Act of 1934, as amended.
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(iv) all amounts paid by any Indemnitee as to which such Indemnitee has the right to reimbursement under Section 9.03 hereof or under any other similar provision of any other Loan Document; and (v) in the case of each of clauses (i) through (iv) above, together with all renewals, modifications, consolidations or extensions thereof. “OFAC” means the U.S. Department of the Treasury’s Office of Foreign Assets Control. “Other Connection Taxes” means, with respect to the Administrative Agent or any Lender, taxes, duties, levies, impost, deductions, charges, and withholdings and all liabilities with respect thereto imposed as a result of a present or former connection between such Person and the jurisdiction imposing such tax (other than connections arising from such Person having executed, delivered, become a party to, performed its obligations under, received payments under, received or perfected a security interest under, engaged in any other transaction pursuant to or enforced any Loan Document, or sold or assigned an interest in any Loan or Loan Document). “Other Taxes” has the meaning set forth in Section 2.17(b). “Outstandings” means at any time, with respect to any Lender, the sum of the aggregate principal amount of such Lender’s outstanding Loans. “Participant” has the meaning set forth in Section 9.06(b). “Participant Register” has the meaning set forth in Section 9.06(b). “Patriot Act” has the meaning set forth in Section 9.13. “PBGC” means the Pension Benefit Guaranty Corporation or any entity succeeding to any or all of its functions under ERISA. “Permitted Business” with respect to any Person means a business that is the same or similar to the business of the Guarantor or any Subsidiary of the Guarantor as of the Effective Date, or any business reasonably related thereto. “Person” means an individual, a corporation, a partnership, an association, a limited liability company, a trust or an unincorporated association or any other entity or
organization, including a government or political subdivision or an agency or instrumentality thereof. “Plan” means at any time an employee pension benefit plan (including a Multiemployer Plan) which is covered by Title IV of ERISA or subject to the minimum funding standards under Section 412 of the Internal Revenue Code and either (i) is maintained, or contributed to, by any member of the ERISA Group for employees of any member of the ERISA Group or (ii) has at any time within the preceding five years been maintained, or contributed to, by any Person which was at such time a member of the ERISA Group for employees of any Person which was at such time a member of the ERISA Group. “Prime Rate” means the rate of interest publicly announced by U.S. Bank from time to time as its Prime Rate. “Public Reporting Company” means a company subject to the periodic reporting requirements of the Securities and Exchange Act of 1934, as amended. 13 #93052149v11

" Quaterly Date" means the last Business Day of each of March, June, September and December.
" Rating Agency" means S&P or Moody's, and "Rating Agencies" means both of them.
"Rooister" bas the meaning set forth in Section 9.06(e).
" Rooulaion U" means Regulation U of the Board of Governors of the Federal Reserve System, as
emended, or c11y success:>r regulaion.
"Rooulaion X" means Regulation X of the Board of Governors of the Federal Reserve System, as
emended, or c11y succesror regulaion.
" Relevc11t Governmental Body" mea1s the Federal Reserve Boa-d c11d/or the Federal Reserve Bc11k
of New York, or a committee officially endorsed or convened by the Federal Reserve Boa-d c11d/or the
Federal Reserve Bc11k of New York or c11y succesror thereto.
" Repla:ement Date" has the meaning set forth in Section 2.08.
" Replocement Lender" has the meaning set forth in Section 2.08.
" Required Lenders" means at any time Non-Defrulting Lenders having at least 51% of the
~gregate amount of the Outstc11di ngs of the Non-Defallting Lenders at such time.
" Resolution Authority" means an EEA Resolution Authority or, with respect to any UK Financial
Institution, a UK Reoolution Authority.
" Retiring Lender" means a Lender that ceases to be a Lender hereunder pursuant to the operation
of Section 2.08.

"S& P ' means Standard & Poor's, a division of S& P Global Inc., and its succesrors or, al:)sa,t c11y
such succesror, such national ly rerognized statistical rating organization as the Borrower and the
Administraive Agent may select.
"Sanctioned Country" means a country, region or territory that is, or whose government is, the
subject of comprehensive territorial Sanctions (currently, Crimea, Cuba, Iran, North Korea, Sudc11, and
Syria).
"Sanctioned Perron" mems a Perron that is, or is owned or controlled by Perrons tha are, (i) the
subject of c11y Sanctions, or (ii) locaed, or9c11ized or resident in a Sanctioned Country.
"Sanctions'' means sanctions administered or enforced by OFAC, the U.S. State DEl)atment, the
European Union, any European Union member state, Her Majesty's Treasury of the United Kingdom or
c11y other cpplical:)lesa,ctionsauthority.
"SEC" means the Securities and Exchange Commission.
"Subsidiay" of a Perron mems c11y Corporation, a mcjority of the outstanding Voting Stock of
which is owned, directly or indirectly, by such Perron or one or more Subsidiaries of such Perron. Unles.5
otherwise specified, all references herein to a "Subsidiary" or to "Subsidiaries" shall refer to a Subsidiary
or Subsidiaries of the Borrower.
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“Quarterly Date” means the last Business Day of each of March, June, September and December. “Rating Agency” means S&P or Moody’s, and “Rating Agencies” means both of them. “Register” has the meaning set forth in Section 9.06(e). “Regulation U” means Regulation U of the Board of Governors of the Federal Reserve System, as amended, or any successor regulation. “Regulation X” means Regulation X of the Board of Governors of the Federal Reserve System, as amended, or any successor regulation. “Relevant Governmental Body” means the Federal Reserve Board and/or the Federal Reserve Bank of New York, or a committee officially endorsed or convened by the Federal Reserve Board and/or the Federal Reserve Bank of New York or any successor thereto. “Replacement Date” has the meaning set forth in Section 2.08. “Replacement Lender” has the meaning set forth in Section 2.08. “Required Lenders” means at any time Non-Defaulting Lenders having at least 51% of the aggregate amount of the Outstandings of the Non-Defaulting Lenders at such time. “Resolution Authority” means an EEA Resolution Authority or, with respect to any UK Financial Institution, a UK Resolution Authority. “Retiring Lender” means a Lender that ceases to be a Lender hereunder pursuant to the operation of Section 2.08. “S&P” means Standard & Poor’s, a division of S&P Global Inc., and its successors or, absent any such successor, such nationally recognized statistical rating organization as the Borrower and the Administrative Agent may select. “Sanctioned Country” means a country, region or territory that is, or whose government is, the subject of comprehensive territorial Sanctions (currently, Crimea, Cuba, Iran, North Korea, Sudan, and Syria). “Sanctioned Person” means a Person that is, or is owned or controlled by Persons that are, (i) the subject of any Sanctions, or (ii) located, organized or resident in a Sanctioned Country. “Sanctions” means
sanctions administered or enforced by OFAC, the U.S. State Department, the European Union, any European Union member state, Her Majesty’s Treasury of the United Kingdom or any other applicable sanctions authority. “SEC” means the Securities and Exchange Commission. “Subsidiary” of a Person means any Corporation, a majority of the outstanding Voting Stock of which is owned, directly or indirectly, by such Person or one or more Subsidiaries of such Person. Unless otherwise specified, all references herein to a “Subsidiary” or to “Subsidiaries” shall refer to a Subsidiary or Subsidiaries of the Borrower. 14 #93052149v11

"Synthetic Lease" means any synthetic lease, tax retention operating lease, off-balance sheet loa,
or simila- off-balance shea financing product where ruch transoction is considered borrowed money
indebtedness for tax purposes but is classified asan operaing lease in axordancewith GAAP.
"Taxes" has the meanjug set forth in Section 2.17(a).
"~ ', when used in respect of any Loan or Borrowing, shall refer to the rate by reference to
which interest on such Loa, or on the LoaisC001)rising such Borrowing is determined.
"UK Financial Institution" means any BRRD Undertaking (as such term is defined under the PRA
Rulebook (as amended form time to time) promulgated by the United Kingdom Prudential Regulction
Authority) or any person subject to IFPRU 11.6 of the FCA Handbook (as amended from time to time)
promulgated by the United Kingdom Financial Conduct Authority, which includes certain credit i nsti tuti ons
and investment firms, and certain afiliatesof such credit institutions or investment firms.
" UK Reool uti on Authority" means the Bank ofEngland or any other public admi ni strai ve authority
having re:ponsibility for the reoolution of any UK Financial Institution.
"Unadjusted Benchma-k Replacement" mems the Benchma-k Replacement exduding the
Benchma-k Replacement Adjustment.
"Unfunded Liabilities" means, with respect to any Plan at any time, the amount (if any) by which
(i) the value of all benefit liabilities under such Aan, determined on a plan termination basis using the
assumptionspres::ribed by the PBGC for purposes of Section 4044 of ERIS6-, exceeds (ii) the fair ma-ket
value of all Aan assets allocable to such liabilities under Title IV of ERIS6- {excluding any axrued but
unpaid contributions), all determined asof the then most rocait valua:ion date for such Aan, but only to the
extent tha: such excess represents a potential liability of a member of the ERIS6- Group to the PBGC or
any other Pa-son under Title IV of ERIS6-.
" United Sta:es'' means the United States of America, including the States and the District of
Columbia, but exduding its territories and pOO:eSSions.
" U.S. Bank" means U.S. Bank Nciional Association, and its successors.
"Voting Stock" means stock (or other interests) of a Corporation having ordinary voting power for
the el €di on of di rectors, managers or trustees thereof, whether at al I ti mes or only so Iong as no senior cl ass
of stock has such voting power by reas:>n of any contingency.
" Wholly ONned Subsidiay" means, with respect to any Person at any date, any Subsidiary of such
Pa-son all of the Voting Stock of which (except di.rectors' qualifying shares) is at the time directly or
indirectly owned by such Pa-son.
" Write-Down and Conversion Powers'' means, (a) with respect to any EEA Resolution Authority,
the write-down and conversion powers of such EEA Reool uti on Authority from ti me to ti me under the Bai 11n Legislction for the applicable EEA Member Country, which write- down and conversion powers a-e
des::ribed in the EU Bail-In Legislction Schedule, and {b) with re:pect to the United Kingdom, any powers
of the applicable Reoolution Authority under the Bail-In Legislation to cancel, roouce, modify or change
the form of a liabi lity of any UK Financial Institution or any centred or instrument under which that liability
crises, to convert all or part of that liability into shares, securities or obligations of that person or any other
person, to provide thct any such centred or instrument is to have effect as if a right had been exercised
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“Synthetic Lease” means any synthetic lease, tax retention operating lease, off-balance sheet loan or similar off-balance sheet financing product where such transaction is considered borrowed money indebtedness for tax purposes but is classified as an operating lease in accordance with GAAP. “Taxes” has the meaning set forth in Section 2.17(a). “Type”, when used in respect of any Loan or Borrowing, shall refer to the rate by reference to which interest on such Loan or on the Loans comprising such Borrowing is determined. “UK Financial Institution” means any BRRD Undertaking (as such term is defined under the PRA Rulebook (as amended form time to time) promulgated by the United Kingdom Prudential Regulation Authority) or any person subject to IFPRU 11.6 of the FCA Handbook (as amended from time to time) promulgated by the United Kingdom Financial Conduct Authority, which includes certain credit institutions and investment firms, and certain affiliates of such credit institutions or investment firms. “UK Resolution Authority” means the Bank of England or any other public administrative authority having responsibility for the resolution of any UK Financial Institution. “Unadjusted Benchmark Replacement” means the Benchmark Replacement excluding the Benchmark Replacement Adjustment. “Unfunded Liabilities” means, with respect to any Plan at any time, the amount (if any) by which (i) the value of all benefit liabilities under such Plan, determined on a plan termination basis using the assumptions prescribed by the PBGC for purposes of Section 4044 of ERISA, exceeds (ii) the fair market value of all Plan assets allocable to such liabilities under Title IV of ERISA (excluding any accrued but unpaid contributions), all determined as of the then most recent valuation date for such Plan, but only to the extent that such excess represents a potential liability of a member of the ERISA Group to the PBGC or any other Person under
Title IV of ERISA. “United States” means the United States of America, including the States and the District of Columbia, but excluding its territories and possessions. “U.S. Bank” means U.S. Bank National Association, and its successors. “Voting Stock” means stock (or other interests) of a Corporation having ordinary voting power for the election of directors, managers or trustees thereof, whether at all times or only so long as no senior class of stock has such voting power by reason of any contingency. “Wholly Owned Subsidiary” means, with respect to any Person at any date, any Subsidiary of such Person all of the Voting Stock of which (except directors’ qualifying shares) is at the time directly or indirectly owned by such Person. “Write-Down and Conversion Powers” means, (a) with respect to any EEA Resolution Authority, the write-down and conversion powers of such EEA Resolution Authority from time to time under the Bail- In Legislation for the applicable EEA Member Country, which write- down and conversion powers are described in the EU Bail-In Legislation Schedule, and (b) with respect to the United Kingdom, any powers of the applicable Resolution Authority under the Bail-In Legislation to cancel, reduce, modify or change the form of a liability of any UK Financial Institution or any contract or instrument under which that liability arises, to convert all or part of that liability into shares, securities or obligations of that person or any other person, to provide that any such contract or instrument is to have effect as if a right had been exercised 15 #93052149v11

under it or to 9.J~end a,y obl igation in re:µect of that lia:iility or a,y of the powers under Iha Bal-In
Legislation Iha a-e relaoo to or a1d llay to a,y of those powers.
SEdion 1.02
Divisions. For al l purpooos under the Loa, Documents, pur9.Ja1t to a,y statutory
division or pla, of division under Delawa-e lw, induding a statutory division pur9.Ja1t to SEdion 18-217
of the Delaware L imited Liabi lity Company Act (or any comparable event under a di fferent state's laws):
(a) if a,y asset, right, obligation or lia:iility of any Perron bemmes the asset, right, obligation or lia:iility of
one or more different Persons, then 9.lch asset, right, obl igaion or lia:iility s,a l be deeme:l to have been
tra1sferroo from the original Perron to the 9.lbsequent Peroon(s) on the date 9.lch division ba::omes
effective, and (b) if a,y new Perron comes into existence, 9.lch new Perron shall be deemoo to have been
organi zoo on the first date of its existence by the holders of its equity interests on the date 9.lch division
beromes effective.
LIBOR Notification. The interest rae on Euro-Doll a- Borrowings is determinoo
SEdion 1.03
by reference to the Adj ustoo London Interbank Offeroo Rate, which is derivoo from LIBOR. SEdion
2.14(b) provides a mochcr.ism for (a) determining a, alternaive rae of interest if LIBOR is no longer
avala:ile or in the other circumsta,ces set forth in SEdion 2.14(b) and (b) modifying this Agreement to
give effect to 9.lch alternative rae of interest. The Administra ive Agent does not warrant or a::cept any
re:µonsibi lity for, a,d s,a l not have a,y l ia:>ility with re:µect to, the administration, 9.lbmission or any
other mater relaoo to LI BOR or other rates in the definition of Adj ustoo London Interbank Offeroo Rate
or with re:µect to a,y alternaive or 9.Jccesoor rae thereto, or replacement rae thereof, induding without
limitaion whether any 9.lch alternaive, 9.Jccessor or replocernent reference rate, as it may or may not be
adj ustoo pur9.Jant to SEdion 2.14(b), will have the sane value as, or be eronomically equivalent to, the
Adjustoo London lnterba'lk Offeroo Rate.
ARTICLE II
THE CREDITS
SEdion 2.01
TheLoa,s. Each Lender SENerally agrees, on the terms and conditions set forth in
this Agreement, to make Loa,s denominaoo in Dolla-s to the Borrower pur9.Ja1t to this Se::tion 2.01 on
the Effective Date in an aggregae amount not to exceed such Lender's Commitment. Each Borrowing
shall be in a, aggregate principal amount of $10,000,000 or any la-ger integral multiple of $1,000,000 and
shall be made from the several Lenders rata:>ly in proportion to their re:µective Commitments. Each
Lender 's Commihn ent shall expire upon the making of the Loa,son the Effective Dae. Amountsborrowoo
under this SEdion 2.01 and repad or prepad may not be reborrowoo.
SEdion 2.02

(Reserva:l).

SEdion 2.03
Notice of Borrowings. The Borrower shall give the Administrative Agent notice
(9.lbstantially in the form of Exhibit A- 1 hereto (a " Notice of Borrowing")) not later than (a) 11 :30 A.M.
(New York City time) on thedcieof eoch Base Rae Borrowing a1d (b) 12:00 Noon (New York City time)
on the third Business Day before eoch Euro-Doi Ia- Borrowing, ~ocifyi ng:
(i)

the date of such Borrowing, which s,a l be a Business Day;

(ii)

theaggregaeamount of 9.lch Borrowing;

(iii)

the initial Type of the Loans comprising 9.lch Borrowing;

(iv)
in the case of a Euro-Doll a- Borrowing, the duraion of the initial Interest Period
appl i ca:il e thereto, 9.lbj ect to the provisions of the defi ni ti on of Interest Period; cr.d

16
l/93052149v11

under it or to suspend any obligation in respect of that liability or any of the powers under that Bail-In Legislation that are related to or ancillary to any of those powers. Section 1.02 Divisions. For all purposes under the Loan Documents, pursuant to any statutory division or plan of division under Delaware law, including a statutory division pursuant to Section 18-217 of the Delaware Limited Liability Company Act (or any comparable event under a different state’s laws): (a) if any asset, right, obligation or liability of any Person becomes the asset, right, obligation or liability of one or more different Persons, then such asset, right, obligation or liability shall be deemed to have been transferred from the original Person to the subsequent Person(s) on the date such division becomes effective, and (b) if any new Person comes into existence, such new Person shall be deemed to have been organized on the first date of its existence by the holders of its equity interests on the date such division becomes effective. Section 1.03 LIBOR Notification. The interest rate on Euro-Dollar Borrowings is determined by reference to the Adjusted London Interbank Offered Rate, which is derived from LIBOR. Section 2.14(b) provides a mechanism for (a) determining an alternative rate of interest if LIBOR is no longer available or in the other circumstances set forth in Section 2.14(b) and (b) modifying this Agreement to give effect to such alternative rate of interest. The Administrative Agent does not warrant or accept any responsibility for, and shall not have any liability with respect to, the administration, submission or any other matter related to LIBOR or other rates in the definition of Adjusted London Interbank Offered Rate or with respect to any alternative or successor rate thereto, or replacement rate thereof, including without limitation whether any such alternative, successor or replacement reference rate, as it may or may not be adjusted pursuant to Section 2.14(b), will
have the same value as, or be economically equivalent to, the Adjusted London Interbank Offered Rate. ARTICLE II THE CREDITS Section 2.01 The Loans. Each Lender severally agrees, on the terms and conditions set forth in this Agreement, to make Loans denominated in Dollars to the Borrower pursuant to this Section 2.01 on the Effective Date in an aggregate amount not to exceed such Lender’s Commitment. Each Borrowing shall be in an aggregate principal amount of $10,000,000 or any larger integral multiple of $1,000,000 and shall be made from the several Lenders ratably in proportion to their respective Commitments. Each Lender’s Commitment shall expire upon the making of the Loans on the Effective Date. Amounts borrowed under this Section 2.01 and repaid or prepaid may not be reborrowed. Section 2.02 [Reserved]. Section 2.03 Notice of Borrowings. The Borrower shall give the Administrative Agent notice (substantially in the form of Exhibit A-1 hereto (a “Notice of Borrowing”)) not later than (a) 11:30 A.M. (New York City time) on the date of each Base Rate Borrowing and (b) 12:00 Noon (New York City time) on the third Business Day before each Euro-Dollar Borrowing, specifying: (i) the date of such Borrowing, which shall be a Business Day; (ii) the aggregate amount of such Borrowing; (iii) the initial Type of the Loans comprising such Borrowing; (iv) in the case of a Euro-Dollar Borrowing, the duration of the initial Interest Period applicable thereto, subject to the provisions of the definition of Interest Period; and 16 #93052149v11

(v)

the occount or occounts into which the proceeds of the Borrowing shal I be crooi too.

Notwithstending the fore;;ioing, no more then six (6) Groups of Euro-Doll a- Locns shal be outstending a
eny one time, end eny Locns which would exceoo such limitation shal be made as Base Rate Locns.
Soction 2.04

Notice to Lenders: Funding of Locns.

(a)
Notice to Lenders. Upon roceipt of a Notice of Borrowing, theAdministra:iveAgent shal
promptly notify each Lender of such Lender's ratable share (if any) of the Borrowing referred to u1 the
Notice of Borrowing, end such Notice of Borrowing sha I not thereetter be revocable by the Borrower.
(b)
Funding of Locns. Not later then (a) 1:00 P.M. (New York City time) on the date of eoch
Base Rate Borrowing end (b) 12:00 Noon (New York City time) on thedateof each Euro-Dolla-Borrowing,
each Lender shall ma<eavailableitsratablesha-eof such Borrowing, in Fooera or other funds immediately
available in New York City, to theAdministraiveAgent a its address referred to in Soction 9.01. Unless
the Administrative Agent determines tha eny appl icable oondition ~ecifioo in Artide IV has not been
satisfied, the Administraive Agent shall apply eny funds ro roceivoo in r~ect of a Borrowing ava lable
to the Boffower at the Administrative Agent's address not later than (a) 3:00 P.M. (New York City time)
on thedaeof each Base Rate Borrowing end {b) 2:00 P.M. (New York City ti me) on the date of each EuroDolla- Borrowing.
(c)
Funding By the Administraive Agent in Anticipation of Amounts Due from the Lenders.
Unless the Administrative Agent shal have roceivoo notice from a Lender prior to the date of eny
Borrowing (exCEpt in the case of a Base Rate Borrowing, in which case prior to the ti me of such Borrowing)
that such Lender will not make available to the Administrative Agent such Lender's share of such
Borrowing, the Administraive Agent may assume that such Lender has made such sha-e ava lable to the
AdministraiveAgent on the date of such Borrowing in occordcncewith subsection (b) of thisSoction, end
theAdministraiveAgent may, in rel ience upon such assumption, ma<eavailableto the Borrower on such
date a corr~ing a-nount. If end to the extent that such Lender shal not have ro made such sha-e
avalable to the Administraive Agent, such Lender end the Borrower severaly agree to repay to the
Admi ni strai ve Agent forthwith on demend such corr~ondi ng a-nount, together with interest thereon for
each day from thedaesuch anount is madeava lableto the Borrower until the date such a-nount is repad
to the Admi nistraive Agent a (i) a rate per ennum equa to the higher of the Fooera Funds Rate end the
interest rae applicable thereto pursuent to Soction 2.06, in the case of the Borrower, end (ii) the Fooera
Funds Rae, in the case of such Lender. Any payment by the Borrower hereunder sha I be without prElj udi ce
to eny dam the Borrower may have aga nst a Lender that sha I have fa I Ed to ma<e its sha-e of a Borrowing
avalable to the Administraive Agent. If such Lender shall repay to the Administraive Agent such
coffesponding amount, such amount so repaid shall constitute such Lender's Loan included in such
Borrowing for purposes of this Agreement.
(d)
Obligations of Lenders Severa . The fa lure of eny Lender to ma<ea Loa, required to be
made by it as part of eny Borrowing hereunder shal not relieve eny other Lender of its obl igation, if eny,
hereunder to ma<e eny Loa, on the date of such Borrowing, but no Lender shal be r~onsible for the
falureof eny other Lender to ma<ethe Loa, to be made by such other Lender on such date of Borrowing.
Soction 2.05

NotelessAgreement: Evidence of lndetitooness.

(a)
Each Lender shal mantan in occordence with its usua practice en a::count or occounts
evidencing theindetitoonessof the Borrower to such Lender resulting from each Loa, made by such Lender
from time to time, including the anounts of principa end interest payable end pad to such Lender from
time to time hereunder.
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(v) the account or accounts into which the proceeds of the Borrowing shall be credited. Notwithstanding the foregoing, no more than six (6) Groups of Euro-Dollar Loans shall be outstanding at any one time, and any Loans which would exceed such limitation shall be made as Base Rate Loans. Section 2.04 Notice to Lenders; Funding of Loans. (a) Notice to Lenders. Upon receipt of a Notice of Borrowing, the Administrative Agent shall promptly notify each Lender of such Lender’s ratable share (if any) of the Borrowing referred to in the Notice of Borrowing, and such Notice of Borrowing shall not thereafter be revocable by the Borrower. (b) Funding of Loans. Not later than (a) 1:00 P.M. (New York City time) on the date of each Base Rate Borrowing and (b) 12:00 Noon (New York City time) on the date of each Euro-Dollar Borrowing, each Lender shall make available its ratable share of such Borrowing, in Federal or other funds immediately available in New York City, to the Administrative Agent at its address referred to in Section 9.01. Unless the Administrative Agent determines that any applicable condition specified in Article IV has not been satisfied, the Administrative Agent shall apply any funds so received in respect of a Borrowing available to the Borrower at the Administrative Agent’s address not later than (a) 3:00 P.M. (New York City time) on the date of each Base Rate Borrowing and (b) 2:00 P.M. (New York City time) on the date of each Euro- Dollar Borrowing. (c) Funding By the Administrative Agent in Anticipation of Amounts Due from the Lenders. Unless the Administrative Agent shall have received notice from a Lender prior to the date of any Borrowing (except in the case of a Base Rate Borrowing, in which case prior to the time of such Borrowing) that such Lender will not make available to the Administrative Agent such Lender’s share of such Borrowing, the Administrative Agent may assume that such Lender has made such
share available to the Administrative Agent on the date of such Borrowing in accordance with subsection (b) of this Section, and the Administrative Agent may, in reliance upon such assumption, make available to the Borrower on such date a corresponding amount. If and to the extent that such Lender shall not have so made such share available to the Administrative Agent, such Lender and the Borrower severally agree to repay to the Administrative Agent forthwith on demand such corresponding amount, together with interest thereon for each day from the date such amount is made available to the Borrower until the date such amount is repaid to the Administrative Agent at (i) a rate per annum equal to the higher of the Federal Funds Rate and the interest rate applicable thereto pursuant to Section 2.06, in the case of the Borrower, and (ii) the Federal Funds Rate, in the case of such Lender. Any payment by the Borrower hereunder shall be without prejudice to any claim the Borrower may have against a Lender that shall have failed to make its share of a Borrowing available to the Administrative Agent. If such Lender shall repay to the Administrative Agent such corresponding amount, such amount so repaid shall constitute such Lender’s Loan included in such Borrowing for purposes of this Agreement. (d) Obligations of Lenders Several. The failure of any Lender to make a Loan required to be made by it as part of any Borrowing hereunder shall not relieve any other Lender of its obligation, if any, hereunder to make any Loan on the date of such Borrowing, but no Lender shall be responsible for the failure of any other Lender to make the Loan to be made by such other Lender on such date of Borrowing. Section 2.05 Noteless Agreement; Evidence of Indebtedness. (a) Each Lender shall maintain in accordance with its usual practice an account or accounts evidencing the indebtedness of the Borrower to such Lender resulting from each Loan made by such
Lender from time to time, including the amounts of principal and interest payable and paid to such Lender from time to time hereunder. 17 #93052149v11

(b)
The Administraive Agent shall alro maintain a:::counts in which it will record (i) the
amount of each Loan mcde hereunder, the Type thereof and the Interest Period with re:poct thereto, (ii) the
amount of any principal or interest due aid payrol e or to become due and payrol e from the Borrower to
eoch Lender hereunder aid (iii) the anount of any sum re:;eived by the Administrative Agent hereunder
from the Borrower and each Lender's share thereof.
(c)
The entries maintained in the a:::counts maintaned pursuant to subsoctions (a) aid (b)
roove shal be prima fa::ie evidence of the existence and amounts of the Obligations therein recorded;
provided, however, that thefalureof the Administrative Agent or any Lender to mantain such a:::countsor
any error therein shal not in any manner a'fect the obligaion of the Borrower to repay the Obligations in
occordance with their terms.
(d)
Any Lender may request tha its Loans be evidenced by a Note. In such event, the
Borrower shall prepare, exocute aid deJiver to such Lender a Note payrole to the order of such Lender.
Thereafter, the Loans evidenced by such Note and interest thereon shall at all times (induding after any
assignment pursuant to Soction 9.06(c)) be represented by one or more Notes payrole to the order of the
payee naned therein or any assignee pursuant to Soction 9.06(c), except to the extent that any such Lender
or assignee subsequent! y returns any such Note for canoe Iati on and requests tha such Loans once aga n be
evidenced as described in subsoctions (a) and (b) roove.
Soction 2.06

Interest Rates.

(a)
Interest Rate Options. The Loans shall, a the option of the Borrower and except as
otherwise provided herein, be incurred and maintaned a:;, or converted into, one or more Base Rate Loans
or Euro-Dollar Loans.
(b)
Base Rate Loans. Each Loan which is mcdeas, or converted into, a Base Rae Loan shall
beer- interest on theoutsl:aiding principal amount thereof, for each day from the date such Loan is mcdeas,
or converted into, a Base Rate Loan until it becomes due or is converted into a Loan of any other Type, at
a rate per annum equal to the sum of the Base Rae for such day pl us the Appl icrol e Percentage for Base
Rate Loans for such day. Such interest shal I , in each case, be payrol e quarter! y in arrea-s on each Quarter! y
Dae and on the Maurity Dae and, with r~ect to the principal anount of any Base Rae Loan converted
to a Euro-Dollar Loan, on the date such Base Rate Loan is ro converted. Any overdue principal of or
interest on any Base Rae Loan shall bea- interest, payroleon demand, for each day until pad a a raeper
annum equal to the sum of 2% plus the raeotherwiseapplicroleto Base Rate Loans for such day.
(c)
Euro-Dollar Loans. Each Euro-Dollar Loan shall beer- interest on theoutstaiding principal
amount thereof, for each day during the Interest Period appl i crol e thereto, at a rate per annum equal to the
sum of the Adjusted London Interbank Offered Rate for such Interest Period pl us the Appl i crol e Percentage
for Euro-Dollar Loans for such day. Such interest shall be paya::>lefor each Interest Period on the last day
thereof and, if such Interest Period is Ionger than three months, at intervals of three months after the first
day thereof. Any overdue principal of or interest on any Euro-Dollar Loan shall bea- interest, payroleon
demand, for each day until pad at araeper annum equal to the sum of 2% plusthesumof (A) the Adjusted
London Interbank Offered Rae applicrole to such Loan a the date such payment was due plus (B) the
ApplicrolePercentagefor Euro-Dollar Loans for such day (or, if thecircumstancedescribed in Soction 2.14
shall exist, at a rate per annum equal to the sum of 2% plus therae applica::>leto Base Rate Loans for such
day).
(d)

Method of Electing Interest Rates.
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(b) The Administrative Agent shall also maintain accounts in which it will record (i) the amount of each Loan made hereunder, the Type thereof and the Interest Period with respect thereto, (ii) the amount of any principal or interest due and payable or to become due and payable from the Borrower to each Lender hereunder and (iii) the amount of any sum received by the Administrative Agent hereunder from the Borrower and each Lender’s share thereof. (c) The entries maintained in the accounts maintained pursuant to subsections (a) and (b) above shall be prima facie evidence of the existence and amounts of the Obligations therein recorded; provided, however, that the failure of the Administrative Agent or any Lender to maintain such accounts or any error therein shall not in any manner affect the obligation of the Borrower to repay the Obligations in accordance with their terms. (d) Any Lender may request that its Loans be evidenced by a Note. In such event, the Borrower shall prepare, execute and deliver to such Lender a Note payable to the order of such Lender. Thereafter, the Loans evidenced by such Note and interest thereon shall at all times (including after any assignment pursuant to Section 9.06(c)) be represented by one or more Notes payable to the order of the payee named therein or any assignee pursuant to Section 9.06(c), except to the extent that any such Lender or assignee subsequently returns any such Note for cancellation and requests that such Loans once again be evidenced as described in subsections (a) and (b) above. Section 2.06 Interest Rates. (a) Interest Rate Options. The Loans shall, at the option of the Borrower and except as otherwise provided herein, be incurred and maintained as, or converted into, one or more Base Rate Loans or Euro-Dollar Loans. (b) Base Rate Loans. Each Loan which is made as, or converted into, a Base Rate Loan shall bear interest on the outstanding principal amount thereof, for each day from the date
such Loan is made as, or converted into, a Base Rate Loan until it becomes due or is converted into a Loan of any other Type, at a rate per annum equal to the sum of the Base Rate for such day plus the Applicable Percentage for Base Rate Loans for such day. Such interest shall, in each case, be payable quarterly in arrears on each Quarterly Date and on the Maturity Date and, with respect to the principal amount of any Base Rate Loan converted to a Euro-Dollar Loan, on the date such Base Rate Loan is so converted. Any overdue principal of or interest on any Base Rate Loan shall bear interest, payable on demand, for each day until paid at a rate per annum equal to the sum of 2% plus the rate otherwise applicable to Base Rate Loans for such day. (c) Euro-Dollar Loans. Each Euro-Dollar Loan shall bear interest on the outstanding principal amount thereof, for each day during the Interest Period applicable thereto, at a rate per annum equal to the sum of the Adjusted London Interbank Offered Rate for such Interest Period plus the Applicable Percentage for Euro-Dollar Loans for such day. Such interest shall be payable for each Interest Period on the last day thereof and, if such Interest Period is longer than three months, at intervals of three months after the first day thereof. Any overdue principal of or interest on any Euro-Dollar Loan shall bear interest, payable on demand, for each day until paid at a rate per annum equal to the sum of 2% plus the sum of (A) the Adjusted London Interbank Offered Rate applicable to such Loan at the date such payment was due plus (B) the Applicable Percentage for Euro-Dollar Loans for such day (or, if the circumstance described in Section 2.14 shall exist, at a rate per annum equal to the sum of 2% plus the rate applicable to Base Rate Loans for such day). (d) Method of Electing Interest Rates. 18 #93052149v11

(i)
Subject to Section 2.06(a). the Loais induded in eoch Borrowing shall beainterest initially a the type of rate~ecified by theBorr01Ner in the~licable Noticeof Borrowing.
Thereafter, with respect to eoch Group of Loais, the Borrower shal l have the option (A) to convert
all or any part of (y) ro long as no Default is in existence on the date of conversion, outstanding
Base Rae Loans to Euro-Dal la Loans and (z) outstanding Euro-Dalla Loaisto Base Rate Loais;
provided, in eoch case, thci the anount ro converted shall be equal to $10,000,000 or any lager
integral multiple of $1,000,000, or (B) upon the expiration of any Interest Period cpplicable to
outstanding Euro-Doll a Loais, ro long as no Default is in existence on the date of continuciion, to
conti nue all or any portion of such Loans, equal to $10,000,000 and any lager integral multi ple of
$1 ,000,000 in excess of that anount as Euro-Doller Loans. The Interest Period of any Base Rate
Loa, converted to a Euro-Doi la- Loa, purruant todause (A) above shal l commence on the date of
ruch conversion. The succeeding Interest Period of any Euro-Dolla Loan continued pursuant to
dause (B) above shall commence on the last day of the Interest Period of the Loan ro continued.
Euro-Dalla Loans may only be converted on the last day of the then current Interest Period
cppl i cable thereto or on the dae required pursuant to Section 2.18.
(ii)
The Borrower shall del iver a written notice of eoch such conversion or
continuation (a " Notice of Conversion/Continuaion") to the Administrative Agent no later than
(A) 12:00 Noon (Nw York City time) at least three(3) Busines.s Days before the effective date of
the proposed conversion to, or continuation of, a Euro Doller Loan and (B) 11:30 A .M. (Nw York
City time) on the day of a conversion to a Base Rate Loai. A written Notice of
Conversion/Continuaion shall be substantially in the form of Exhibit A-2 attached hereto and shall
~edfy: (A) the Group of Loans (or portion thereof) to which such noticecppl ies, (B) the proposed
conversion/continuation date (which shal l be a Busines.s Day), (C) the aggregate amount of the
Loaisbeing converted/continued, (D) an election between the Base Rate and the Adjusted London
Interbank Offered Rate and (E) in the case of a conversion to, or a continuaion of, Euro-Doi la
Loans, the requested Interest Period. Upon receipt of a Notice of Conversion/Continuation, the
Administraive Agent shall give eoch Lender prompt notice of the contents thereof and such
Lender's pro rata share of all conversions and continuations requested therein. If no timely Noli ce
of Conversion/Continuation is del ivered by the Borrower as to any Euro-Dol l a Loa,, and such
Loan is not rEµai d by the Borrower a the end of the cppl i cable Interest Period, ruch Loa, shal I be
converted automatical ly to a Base Rate Loan on the last day of the then ~ Ii cable Interest Period.
(e)

Determinaion and Notice of Interest Rates. The Administrative Agent shal l determine

eoch interest rae cppl i cable to the Loans hereunder. The A dmi ni strati ve Agent shal I give prompt notice to
the Borrower and the participating Lenders of eoch rate of interest ro determined, and its determination
thereof shal l be condusive in the absence of manifest error. Any notice with respect to Euro-Dalla Loans

shall, without the necessity of theAdministraiveAgent ro staing in such notice, be subj ect to adjustments
in theApplicablePercentage~l icableto such Loans after the beginning of the Interest Period ~Ii cable
thereto. When during an Interest Period any event occurs thci cruses an adjustment in the Applicable
Percentagecppl icableto Loans to which ruch Interest Period is cppl icable, theAdministrativeAgent shall
give prompt notice to the Borrower and the Lenders of such event and the adjusted rate of interest ro
determined for such Loans, and its determinaion thereof shall be condusive in the absence of manifest
error.
Section 2.07

(Reserved) .

Section 2.08
Roolacement of Lenders. If (i) any Lender has demanded compensation or
indemnification pursuant to Sections 2.14, 2.15, 2.16 or 2.17, (ii) the obligation of any Lender to mal<e
Euro-Dal la Loans has been su~ended pursuant to Section 2.15 or (i ii) any Lender isa Defaulting Lender
(each such Lender described in clauses (i), (ii) or (iii) being a " Retiring Lender"), the Borrower shall have
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(i) Subject to Section 2.06(a), the Loans included in each Borrowing shall bear interest initially at the type of rate specified by the Borrower in the applicable Notice of Borrowing. Thereafter, with respect to each Group of Loans, the Borrower shall have the option (A) to convert all or any part of (y) so long as no Default is in existence on the date of conversion, outstanding Base Rate Loans to Euro-Dollar Loans and (z) outstanding Euro-Dollar Loans to Base Rate Loans; provided, in each case, that the amount so converted shall be equal to $10,000,000 or any larger integral multiple of $1,000,000, or (B) upon the expiration of any Interest Period applicable to outstanding Euro-Dollar Loans, so long as no Default is in existence on the date of continuation, to continue all or any portion of such Loans, equal to $10,000,000 and any larger integral multiple of $1,000,000 in excess of that amount as Euro-Dollar Loans. The Interest Period of any Base Rate Loan converted to a Euro-Dollar Loan pursuant to clause (A) above shall commence on the date of such conversion. The succeeding Interest Period of any Euro-Dollar Loan continued pursuant to clause (B) above shall commence on the last day of the Interest Period of the Loan so continued. Euro-Dollar Loans may only be converted on the last day of the then current Interest Period applicable thereto or on the date required pursuant to Section 2.18. (ii) The Borrower shall deliver a written notice of each such conversion or continuation (a “Notice of Conversion/Continuation”) to the Administrative Agent no later than (A) 12:00 Noon (New York City time) at least three (3) Business Days before the effective date of the proposed conversion to, or continuation of, a Euro Dollar Loan and (B) 11:30 A.M. (New York City time) on the day of a conversion to a Base Rate Loan. A written Notice of Conversion/Continuation shall be substantially in the form of Exhibit A-2 attached hereto and shall specify: (A) the Group
of Loans (or portion thereof) to which such notice applies, (B) the proposed conversion/continuation date (which shall be a Business Day), (C) the aggregate amount of the Loans being converted/continued, (D) an election between the Base Rate and the Adjusted London Interbank Offered Rate and (E) in the case of a conversion to, or a continuation of, Euro-Dollar Loans, the requested Interest Period. Upon receipt of a Notice of Conversion/Continuation, the Administrative Agent shall give each Lender prompt notice of the contents thereof and such Lender’s pro rata share of all conversions and continuations requested therein. If no timely Notice of Conversion/Continuation is delivered by the Borrower as to any Euro-Dollar Loan, and such Loan is not repaid by the Borrower at the end of the applicable Interest Period, such Loan shall be converted automatically to a Base Rate Loan on the last day of the then applicable Interest Period. (e) Determination and Notice of Interest Rates. The Administrative Agent shall determine each interest rate applicable to the Loans hereunder. The Administrative Agent shall give prompt notice to the Borrower and the participating Lenders of each rate of interest so determined, and its determination thereof shall be conclusive in the absence of manifest error. Any notice with respect to Euro-Dollar Loans shall, without the necessity of the Administrative Agent so stating in such notice, be subject to adjustments in the Applicable Percentage applicable to such Loans after the beginning of the Interest Period applicable thereto. When during an Interest Period any event occurs that causes an adjustment in the Applicable Percentage applicable to Loans to which such Interest Period is applicable, the Administrative Agent shall give prompt notice to the Borrower and the Lenders of such event and the adjusted rate of interest so determined for such Loans, and its determination thereof shall be conclusive in the absence of manifest
error. Section 2.07 [Reserved]. Section 2.08 Replacement of Lenders. If (i) any Lender has demanded compensation or indemnification pursuant to Sections 2.14, 2.15, 2.16 or 2.17, (ii) the obligation of any Lender to make Euro-Dollar Loans has been suspended pursuant to Section 2.15 or (iii) any Lender is a Defaulting Lender (each such Lender described in clauses (i), (ii) or (iii) being a “Retiring Lender”), the Borrower shall have 19 #93052149v11

the right, if no Defrult then exists, to repla::esuch Lender with one or more El igible Assignees (which may
be one or more of the Continuing Lenders) (each a "Repla::ement Lender" and, collectively, the
" Repl ocanent Lenders'') reasonably acceptable to the Administrative Agent. The rep! a::ement of a Retiring
Lender pursua,t to this Section 2.08 shall be effective on the tenth Business Day (the " Repla::ement Date'')
following the date of notice given by the Borrower of such repla::ement to the Retiring Lender a,d ea:;h
Continuing Lender through the Administrative Agent, subject to the satisfa:::tion of the following
conditions:
(i)
the Replocanent Lender shall have satisfied the conditions to assignment a,d
assumption set forth in Section 9.06(c) (with all feespayrolepursua,t to Section 9.06(c) to be pad
by the Borrower) cl'ld, in connection therewith, the Repla::ement Lender(s) shall pay to the Retiring
Lender a, anount equal in the cggregate to the sum of the principal of, a,d al I axrued but unpa d
interest on, al I outsta,di ng L oa,s of the Retiring Lender; a,d
(ii)
the Borrower shall have pad to the Administrative Agent for the occount of the
Retiring Lender a, anount equal to all obligations owing to the Retiring Lender by the Borrower
pursua,t to this Agreement a,d the othe- Loa, Documents (othe- tha, those obligations of the
Borrowe- refe-red to in druse (i) roove).
On the Replocanent Date, ea:;h Repla::ement Lender that is a New Lender shall become a Lender
hereunder, a,d the Retiring Lende- shall cease to constitute a Lender hereunde-; provided, that the
provisions of Sections 2.12, 2.16, 2.17 a,d 9.03 of this Agreement shall continue to inure to the benefit of
a Retiring Lender with re:pect to a,y L oa,s ma:le or a,y other a:::ti ons tal<en by such Retiring Lender whi Ie
it wc13 a Lender.
Upon payment by the Borrowa- to the Admi ni strati ve Agent for the occount of the Retiring L endeof a, anount equal to the sum of (i) thea;igregateprincipal anount of all Loa,sowed to the Reti ring Lendea,d (ii) all a::crued interest, fees a,d other anounts owing to the Retiring Lender hereunder, including,
without limitation, all anountspayrole by the Borrower to the Retiring Lender under Sections2.12, 2.16,
2.17 or 9.03, such Retiring Lender shal I cease to constitute a Lender hereunder: provided, that the provisions
of Sections2.12, 2.16, 2.17 a,d 9.03 of this Agreement shall inure to the benefit of a Retiring Lende-with
re:pect to a,y L oa,s ma:le or a,y othe- a:::ti ons tal<en by such Retiring L ende- whi Ie it Wc13 a L ende-.
Section 2.09

Repayment of Loa,s.

The Loa,s shall mature on the Maturity Date a,d the Borrower shall repay to the Administrative
Agent, for the ratrole occount of the Lenders on the Maturity Date, the a;igregate principal anount of all
Loa,s ma:le to the Borrower outsta,ding on such date (together with a::crued interest thereon a,d fees in
re:pect thereof a,d al l other anounts owed with re:pect to the Obl igctions hereunder).
Section 2.10

Optional Prepaymentsa,d Repayments.

(a)
Prepayments of L oa,s. Subject to Section 2.12, the Borrower may ( i) upon at Ieast one ( 1)
Business Day's notice to the Administrative Agent, prepay a,y Base Rate Borrowing or (i i) upon at least
three (3) Business Days' notice to the Administrative Agent, prepay any Euro-Del la Borrowing, in ea:;h
case in whole at a,y time, or from time to time in pat in anountsa;igregating $10,000,000 or a,y lager
integral multiple of $1,000,000, by paying the principal anount to be prepa d together with axrued interest
thereon to the dcte of prepayment. Eoch such optional prepayment shall be cpplied to prepay ratroly the
Loa,sof theseve-al Lende-s included in such Borrowing.
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the right, if no Default then exists, to replace such Lender with one or more Eligible Assignees (which may be one or more of the Continuing Lenders) (each a “Replacement Lender” and, collectively, the “Replacement Lenders”) reasonably acceptable to the Administrative Agent. The replacement of a Retiring Lender pursuant to this Section 2.08 shall be effective on the tenth Business Day (the “Replacement Date”) following the date of notice given by the Borrower of such replacement to the Retiring Lender and each Continuing Lender through the Administrative Agent, subject to the satisfaction of the following conditions: (i) the Replacement Lender shall have satisfied the conditions to assignment and assumption set forth in Section 9.06(c) (with all fees payable pursuant to Section 9.06(c) to be paid by the Borrower) and, in connection therewith, the Replacement Lender(s) shall pay to the Retiring Lender an amount equal in the aggregate to the sum of the principal of, and all accrued but unpaid interest on, all outstanding Loans of the Retiring Lender; and (ii) the Borrower shall have paid to the Administrative Agent for the account of the Retiring Lender an amount equal to all obligations owing to the Retiring Lender by the Borrower pursuant to this Agreement and the other Loan Documents (other than those obligations of the Borrower referred to in clause (i) above). On the Replacement Date, each Replacement Lender that is a New Lender shall become a Lender hereunder, and the Retiring Lender shall cease to constitute a Lender hereunder; provided, that the provisions of Sections 2.12, 2.16, 2.17 and 9.03 of this Agreement shall continue to inure to the benefit of a Retiring Lender with respect to any Loans made or any other actions taken by such Retiring Lender while it was a Lender. Upon payment by the Borrower to the Administrative Agent for the account of the Retiring Lender of an amount equal to the sum of (i) the aggregate principal
amount of all Loans owed to the Retiring Lender and (ii) all accrued interest, fees and other amounts owing to the Retiring Lender hereunder, including, without limitation, all amounts payable by the Borrower to the Retiring Lender under Sections 2.12, 2.16, 2.17 or 9.03, such Retiring Lender shall cease to constitute a Lender hereunder; provided, that the provisions of Sections 2.12, 2.16, 2.17 and 9.03 of this Agreement shall inure to the benefit of a Retiring Lender with respect to any Loans made or any other actions taken by such Retiring Lender while it was a Lender. Section 2.09 Repayment of Loans. The Loans shall mature on the Maturity Date and the Borrower shall repay to the Administrative Agent, for the ratable account of the Lenders on the Maturity Date, the aggregate principal amount of all Loans made to the Borrower outstanding on such date (together with accrued interest thereon and fees in respect thereof and all other amounts owed with respect to the Obligations hereunder). Section 2.10 Optional Prepayments and Repayments. (a) Prepayments of Loans. Subject to Section 2.12, the Borrower may (i) upon at least one (1) Business Day’s notice to the Administrative Agent, prepay any Base Rate Borrowing or (ii) upon at least three (3) Business Days’ notice to the Administrative Agent, prepay any Euro-Dollar Borrowing, in each case in whole at any time, or from time to time in part in amounts aggregating $10,000,000 or any larger integral multiple of $1,000,000, by paying the principal amount to be prepaid together with accrued interest thereon to the date of prepayment. Each such optional prepayment shall be applied to prepay ratably the Loans of the several Lenders included in such Borrowing. 20 #93052149v11

(b)
Notice to Lenders. Upon receipt of a notice of prepayment pursua,t to Soction 2.10(a), the
Administrative Agent sha l promptly notify ea::h Lender of thecontentstheroof aid of such Lender's ratable
share (if aiy) of such prepayment, aid such notice shal l not theredter be revocable by the Borrower.
&di on 2.11

General Provisions as to Payments.

(a)
Payments by the Borrower. The Borrower shall make ea::h payment of principal of aid
interest on the Loans aid fees hereunder not later tha, 12:00 Noon (Ne.v York City time) on the date when
due, without set-off, counterdam or other deduction, in Federal or other funds immediately avalable in
Ne.v York City, to the Administrative Agent at its address referred to in Soction 9.01 . The Administrative
Agent will promptly distribute to ea::h Lender its ratable share of ea::h such payment received by the
Administrative Agent for the account of the Lenders. Whenever a,y payment of principal of or interest on
the Base Rate Loais or of fees shal be due on a day which is not a Business Day, the date for payment
theroof shall be extended to the next succeeding Business Day. Whenever a,y payment of pri ncipal of or
interest on the Euro-Dollar Loansshal be due on a day which is not a Business Day, the date for payment
theroof sha l be extended to the next succeeding Business Day unless such Business Day falls in a,other
calendar month, in which case the date for payment theroof shal l be the next pra:::eding Business Day. If
the dae for a,y payment of principal is extended by operai on of Iaw or otherwise, interest theroon shal I be
payable for such extended time.
(b)
Distributions by the Administrative Agent. Unless the Administraive Agent shall have
received notice from the Borrower prior to the dae on which a,y payment is due to the Lenders hereunder
Iha the Borrower will not make such payment in full, the Administraive Agent may assume tha the
Borrower has mooe such payment in full to the Admi ni strai ve Agent on such dae, and the Admi ni strati ve
Agent may, in reliaice upon such assumption, cause to be distributed to ea::h Lender on such due date a,
amount t=qual to the amount then due such Lender. If and to the extent that the Borrower shal I not have so
mooesuch payment, ea::h Lender shall repay totheAdministraiveAgent forthwith on demaid such amount
distributed to such Lender together with interest theroon, for ea'.:h day from the date such amount is
distributed to such Lender until the date such Lender repays such amount to the Administraive Agent, a
the Federal Funds Rae.
Soction 2.12
Funding Losses. If the Borrower makes a,y payment of principal with re:pect to
a,y Euro-Dollar Loan pursua,t to the terms and provisions of this Agreement (a,y conversion of a EuroDollar Loan to a Base Rate Loa, pursuant to Soction 2.18 being treated as a payment of such Euro-Doi Iar
Loan on the date of conversion for purposes of this Soction 2.12) on a,y day other thai the last day of the
Interest Period applicable thereto, or the last day of a, applicable period fixed pursuait to Soction 2.06(c),
or if the Borrower fals to borrow, convert or prepay a,y Euro-Dol lar Loan after notice has been given in
occordaicewith the provisions of this Agreement, or in the event of payment in re:poct of a,y Euro-Dollar
Loan other tha, on the last day of the Interest Period applicable thereto as a result of a rt=quest by the
Borrower pursuait to Soction 2.08, the Borrower shal l reimburseea::h Lender within fifteen (15) daysater
demaid for a,y resulting loss or expense incurred by it (and by a, existing Pcr'ticipait in the related Loan),
ind udi ng, without Ii mi tali on, a,y Ioss incurred in obta ni ng, Ii qui dating or employing deposits from third
parties, but exduding loss of margin for the period ater any such payment or fa lureto borrow or prepay;
provided, that such Lender shall have delivered to the Borrower a certificate as to the amount of such loss
or expense, which certifica:e shal l be condusive in the absence of maiifest error.
&di on 2.13 Corroutati on of Interest aid Fees. Interest on Loans ba:a::I on the Prime Rae
hereunder shal be computed on the basis of a yea- of 365 days (or 366 days in al~ yea-) aid pad for the
actual number of days elapse::!. Al I other interest aid fees shal I be computed on the basis of a yea- of 360
days aid pad for the actual number of days elapse::! (induding the first day but exduding the last day).
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(b) Notice to Lenders. Upon receipt of a notice of prepayment pursuant to Section 2.10(a), the Administrative Agent shall promptly notify each Lender of the contents thereof and of such Lender’s ratable share (if any) of such prepayment, and such notice shall not thereafter be revocable by the Borrower. Section 2.11 General Provisions as to Payments. (a) Payments by the Borrower. The Borrower shall make each payment of principal of and interest on the Loans and fees hereunder not later than 12:00 Noon (New York City time) on the date when due, without set-off, counterclaim or other deduction, in Federal or other funds immediately available in New York City, to the Administrative Agent at its address referred to in Section 9.01. The Administrative Agent will promptly distribute to each Lender its ratable share of each such payment received by the Administrative Agent for the account of the Lenders. Whenever any payment of principal of or interest on the Base Rate Loans or of fees shall be due on a day which is not a Business Day, the date for payment thereof shall be extended to the next succeeding Business Day. Whenever any payment of principal of or interest on the Euro-Dollar Loans shall be due on a day which is not a Business Day, the date for payment thereof shall be extended to the next succeeding Business Day unless such Business Day falls in another calendar month, in which case the date for payment thereof shall be the next preceding Business Day. If the date for any payment of principal is extended by operation of law or otherwise, interest thereon shall be payable for such extended time. (b) Distributions by the Administrative Agent. Unless the Administrative Agent shall have received notice from the Borrower prior to the date on which any payment is due to the Lenders hereunder that the Borrower will not make such payment in full, the Administrative Agent may assume that the Borrower has made such payment in full to the
Administrative Agent on such date, and the Administrative Agent may, in reliance upon such assumption, cause to be distributed to each Lender on such due date an amount equal to the amount then due such Lender. If and to the extent that the Borrower shall not have so made such payment, each Lender shall repay to the Administrative Agent forthwith on demand such amount distributed to such Lender together with interest thereon, for each day from the date such amount is distributed to such Lender until the date such Lender repays such amount to the Administrative Agent, at the Federal Funds Rate. Section 2.12 Funding Losses. If the Borrower makes any payment of principal with respect to any Euro-Dollar Loan pursuant to the terms and provisions of this Agreement (any conversion of a Euro- Dollar Loan to a Base Rate Loan pursuant to Section 2.18 being treated as a payment of such Euro-Dollar Loan on the date of conversion for purposes of this Section 2.12) on any day other than the last day of the Interest Period applicable thereto, or the last day of an applicable period fixed pursuant to Section 2.06(c), or if the Borrower fails to borrow, convert or prepay any Euro-Dollar Loan after notice has been given in accordance with the provisions of this Agreement, or in the event of payment in respect of any Euro-Dollar Loan other than on the last day of the Interest Period applicable thereto as a result of a request by the Borrower pursuant to Section 2.08, the Borrower shall reimburse each Lender within fifteen (15) days after demand for any resulting loss or expense incurred by it (and by an existing Participant in the related Loan), including, without limitation, any loss incurred in obtaining, liquidating or employing deposits from third parties, but excluding loss of margin for the period after any such payment or failure to borrow or prepay; provided, that such Lender shall have delivered to the Borrower a certificate as to the amount of such loss or
expense, which certificate shall be conclusive in the absence of manifest error. Section 2.13 Computation of Interest and Fees. Interest on Loans based on the Prime Rate hereunder shall be computed on the basis of a year of 365 days (or 366 days in a leap year) and paid for the actual number of days elapsed. All other interest and fees shall be computed on the basis of a year of 360 days and paid for the actual number of days elapsed (including the first day but excluding the last day). 21 #93052149v11

SEdion 2.14

Basis for Determining Interest Rate Inadequate. Unfair or Unavaila:ile.

(a)
Notwithstanding anything to the contrary in this Agreement or any other Loan Document,
if the Administraive Agent determines (which determination shcil be condusive a:>sent manifest error)
tha:
(i)
d~osits of a type and maturity appropriae to match fund Euro-Dollar
Borrowings are not ava Ia:>Ie to the Admi ni straive Agent in the relevant market, or
(i i)
the interest rcie applica:ile to Euro-Dollar Borrowings for any requested
Interest Pa-iod is not a5Certaina:ile or avai la:ile (induding. without limitaion. ba::a.Jse the
applica:>le Reuters Screen (or on any succesoor or rubstitute page on such s::reen) is
unavala:>le) or does not adequately and farly reflect the cost of mci<ing or mantaning
Euro-Dollar Borrowings,
then the Admi ni strati ve Agent sha I suspend the avai Ia:ii Ii ty of Euro-Doi Iar Borrowings and require
any affected Euro-Dol lar Borrowings to be r~ad or converted to Base Rate Borrowings, subject
to the payment of any funding i ndemnificaion amounts re;iui red by SEdion 2.12.
(b)
Notwithstanding the foregoing or anything to the contrary in thisAgreemer,t or any other
Loan Documer,t, if (A) an Early Opt-in Election has occurred or (B) any one or more of the following (eoch,
a " Benchmark Transition Event") has occurred:
(i)
the circumstances sa forth in SEdi on 2.14(a)(ii) have arisen (induding.
without limitation, a public staement or publicaion of information by the regulatory
supervisor for the admi nistraor of LIBOR described in clause (ii) of this SEdion 2.14(b)
announcing tha LI BOR is no longer r~resentative) and such circumstances are unl ikely
to be temporary;
(i i)
ICE Benchmark Administration (or any Pa-son that has taker, over the
administrciion of LIBOR for d~osits in Dol lars that is ~ta:>le to the Administraive
Ager,t) di9Xlf'ltinues its administration and publ ication of LI BOR for d~osits in Dol lars;
(i ii)
a public statemer,t or publ ication of informaion by or on behcif of the
administraor of LIBOR described in clause (ii) of this SEdion 2.14(b) announcing tha
ruch administrator has ceased or will cease as of a specific date to provide LIBOR
(permanently or indefinitely): provided that, at the time of such stciement or publication,
there is no ruccesoor admi ni straor tha is ~ta:>I e to the Admi ni straive Agent that wi 11
continue to provide LIBOR ater ruch specified date; or
(iv)
a public statement or publ ication of information by the regulaory
rupervisor for the administraor of LI BOR described in clause (i i) of this SEdion 2.14(b),
the U.S. Federa Reserve System, an insolvency officia with juris::liction over ruch
admi ni straor for LI BOR, a resolution authority with j uri s::li cti on over ruch admi ni straor
for LI BOR; or a court or an entity with similar insolvency or resolution authority over ruch
admi ni strator for LI BOR, which states tha such administrator of LI BOR has ceased or wi 11
cease as of a specific date to provide LIBOR (permanently or indefinitely); provided that,
at the time of such staement or publication, there is no succesoor administrator that is
~ta:>le to the Administrative Agent tha wi ll continue to provide LIBOR after ruch
specified dae;
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Section 2.14 Basis for Determining Interest Rate Inadequate, Unfair or Unavailable. (a) Notwithstanding anything to the contrary in this Agreement or any other Loan Document, if the Administrative Agent determines (which determination shall be conclusive absent manifest error) that: (i) deposits of a type and maturity appropriate to match fund Euro-Dollar Borrowings are not available to the Administrative Agent in the relevant market, or (ii) the interest rate applicable to Euro-Dollar Borrowings for any requested Interest Period is not ascertainable or available (including, without limitation, because the applicable Reuters Screen (or on any successor or substitute page on such screen) is unavailable) or does not adequately and fairly reflect the cost of making or maintaining Euro-Dollar Borrowings, then the Administrative Agent shall suspend the availability of Euro-Dollar Borrowings and require any affected Euro-Dollar Borrowings to be repaid or converted to Base Rate Borrowings, subject to the payment of any funding indemnification amounts required by Section 2.12. (b) Notwithstanding the foregoing or anything to the contrary in this Agreement or any other Loan Document, if (A) an Early Opt-in Election has occurred or (B) any one or more of the following (each, a “Benchmark Transition Event”) has occurred: (i) the circumstances set forth in Section 2.14(a)(ii) have arisen (including, without limitation, a public statement or publication of information by the regulatory supervisor for the administrator of LIBOR described in clause (ii) of this Section 2.14(b) announcing that LIBOR is no longer representative) and such circumstances are unlikely to be temporary; (ii) ICE Benchmark Administration (or any Person that has taken over the administration of LIBOR for deposits in Dollars that is acceptable to the Administrative Agent) discontinues its administration and publication of LIBOR for deposits in Dollars; (iii) a public statement or
publication of information by or on behalf of the administrator of LIBOR described in clause (ii) of this Section 2.14(b) announcing that such administrator has ceased or will cease as of a specific date to provide LIBOR (permanently or indefinitely); provided that, at the time of such statement or publication, there is no successor administrator that is acceptable to the Administrative Agent that will continue to provide LIBOR after such specified date; or (iv) a public statement or publication of information by the regulatory supervisor for the administrator of LIBOR described in clause (ii) of this Section 2.14(b), the U.S. Federal Reserve System, an insolvency official with jurisdiction over such administrator for LIBOR, a resolution authority with jurisdiction over such administrator for LIBOR; or a court or an entity with similar insolvency or resolution authority over such administrator for LIBOR, which states that such administrator of LIBOR has ceased or will cease as of a specific date to provide LIBOR (permanently or indefinitely); provided that, at the time of such statement or publication, there is no successor administrator that is acceptable to the Administrative Agent that will continue to provide LIBOR after such specified date; 22 #93052149v11

then the Administra:ive Age,t end the Borrower may a-nend this Agreement to replace the
Adjusted London Interbank Offered Rate with a Benchmark Replacement. Any such amendment
with re:µect to a Benmmark Transition Event will ba::ome Effective on the da:e set forth in the
applicablea-nendment. Any such a-nendment with re:µect toan Early Opt-in Election will ba::ome
effective on the da:e that the Required Lenders have def ivered to the Administrative Age,t written
notice tha: such Required Lenders accept such amendment. No replacement of LI BOR with a
Benchmark Replacernent pursuant to this Soction 2.14(b) will occur prior to the date set forth in
the applicable amendment.
In connection with the if11)Iementa:ion of a Benchmark Replacement, the Administra:ive
Age,t wi 11 have the right to make Benchmark Replacement Conforming Changes from ti me to time
and, notwithstanding anything to the contrary herein or in any other Loan Document, any
amendments if11)Iernenting such Benchmark Replacement Conforming Changes will become
effective without any further action or consent of the Borrower .
The Administra:ive Agent will pr0f11)tly notify the Borrower of (i) any occurrence of a
Benchmark Transition Event or an Early Opt-in Election, as applicable, and its related Benchmark
Replacement Date, (ii) the implementaion of any Benchmark Replacement, (ii i) theeffe:;tiveness
of any Berid'lmark Replacement Conforming Changes, and (iv) the commencement or conclusion
of any Benchmark Unavalability Period. Any determination, da::ision or election tha: may bema::le
by the Administrative Age,! pursuant to this Soction 2.14(b), including any determination with
re:µect to a tenor, rae or a::lj ustment or of the occurrence or non-occurrence of an event,
cirrumstanceor da:e and any da::ision to take or ref ran from taking any action, will be conclusive
and binding absent manifest error and may be ma::le in the Administrative Agent's sole discretion
and without consent from the Borrower, except, in eoch case, as expressly required pursuant to this
Soction 2.14(b).
Upon notice to the Borrower by the Administrative Agent in accordance with Sa::ti on 9.01
of the commencement of a Benmmark Unavalability Period end until a Bendimark Replacement
is determined in axordancewith thisSoction 2.14(b), (y) any request pursuant to Soction 2.06 that
requests the conversion of any Borrowing to, or continuation of any Borrowing as, a Euro-Dollar
Borrowing may be revoked by the Borrower and if not revoked shall be ineffa::tive end any such
Borrowing sha I be continued as or converted to, as the case may be, a Base Ra:e Borrowing, and
(z) if any request pursuant to Soction 2.01 requests a Euro-Dollar Borrowing, such request may be
revoked by the Borrower and if not revoked such Borrowing shall be made as a Base Rate
Borrowing. During any Benchmark Unavalability Period, the component of Base Rae based upon
LIBOR wil l not be used in any determina:ion of Base Rate.
Soction 2.15
lllegaity. If, on or after the date of thisAgreement, thea::loption of any applicable
law, rule or regulation, or any change in any appl icable law, rule or regulaion, or any change in the
interpretation or a::lmi ni strati on thereof by any Governmental Authority, central bank or comparable agency
charged with the interpreta:ion or a::lministration thereof, or compliance by any Lender (or its Euro-Dollar
Lending Office) with any request or directive(whether or not having theforceof law) of any such authority,
centra bank or comparable agency shal make it unlawful or impossible for any Lender (or its Euro-Dollar
Lending Office) to make, mantan or fund its Euro-Dollar Loans end such Lender shal so notify the
Administra:ive Agent, the Administrative Agent shal forthwith give notice thereof to the other Lenders
and the Borrower, whereupon until sum Lender notifies the Borrower and the Administrative Agent that
the cirrumstances giving rise to such su~ension no longer exist, the obligciion of sum Lender to mal<e
Euro-Dollar Loans, or to convert outstanding Loans into Euro-Dollar Loans, shall be su~ended. Before
giving any notice to the Administrative Agent pursuant to this Soction, such Lender shal designate a
different Euro-Dollar Lending Office if such designaion will avoid the need for giving such notice and will
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then the Administrative Agent and the Borrower may amend this Agreement to replace the Adjusted London Interbank Offered Rate with a Benchmark Replacement. Any such amendment with respect to a Benchmark Transition Event will become effective on the date set forth in the applicable amendment. Any such amendment with respect to an Early Opt-in Election will become effective on the date that the Required Lenders have delivered to the Administrative Agent written notice that such Required Lenders accept such amendment. No replacement of LIBOR with a Benchmark Replacement pursuant to this Section 2.14(b) will occur prior to the date set forth in the applicable amendment. In connection with the implementation of a Benchmark Replacement, the Administrative Agent will have the right to make Benchmark Replacement Conforming Changes from time to time and, notwithstanding anything to the contrary herein or in any other Loan Document, any amendments implementing such Benchmark Replacement Conforming Changes will become effective without any further action or consent of the Borrower . The Administrative Agent will promptly notify the Borrower of (i) any occurrence of a Benchmark Transition Event or an Early Opt-in Election, as applicable, and its related Benchmark Replacement Date, (ii) the implementation of any Benchmark Replacement, (iii) the effectiveness of any Benchmark Replacement Conforming Changes, and (iv) the commencement or conclusion of any Benchmark Unavailability Period. Any determination, decision or election that may be made by the Administrative Agent pursuant to this Section 2.14(b), including any determination with respect to a tenor, rate or adjustment or of the occurrence or non-occurrence of an event, circumstance or date and any decision to take or refrain from taking any action, will be conclusive and binding absent manifest error and may be made in the Administrative
Agent’s sole discretion and without consent from the Borrower, except, in each case, as expressly required pursuant to this Section 2.14(b). Upon notice to the Borrower by the Administrative Agent in accordance with Section 9.01 of the commencement of a Benchmark Unavailability Period and until a Benchmark Replacement is determined in accordance with this Section 2.14(b), (y) any request pursuant to Section 2.06 that requests the conversion of any Borrowing to, or continuation of any Borrowing as, a Euro-Dollar Borrowing may be revoked by the Borrower and if not revoked shall be ineffective and any such Borrowing shall be continued as or converted to, as the case may be, a Base Rate Borrowing, and (z) if any request pursuant to Section 2.01 requests a Euro-Dollar Borrowing, such request may be revoked by the Borrower and if not revoked such Borrowing shall be made as a Base Rate Borrowing. During any Benchmark Unavailability Period, the component of Base Rate based upon LIBOR will not be used in any determination of Base Rate. Section 2.15 Illegality. If, on or after the date of this Agreement, the adoption of any applicable law, rule or regulation, or any change in any applicable law, rule or regulation, or any change in the interpretation or administration thereof by any Governmental Authority, central bank or comparable agency charged with the interpretation or administration thereof, or compliance by any Lender (or its Euro-Dollar Lending Office) with any request or directive (whether or not having the force of law) of any such authority, central bank or comparable agency shall make it unlawful or impossible for any Lender (or its Euro-Dollar Lending Office) to make, maintain or fund its Euro-Dollar Loans and such Lender shall so notify the Administrative Agent, the Administrative Agent shall forthwith give notice thereof to the other Lenders and the Borrower, whereupon until such Lender notifies the Borrower and the
Administrative Agent that the circumstances giving rise to such suspension no longer exist, the obligation of such Lender to make Euro-Dollar Loans, or to convert outstanding Loans into Euro-Dollar Loans, shall be suspended. Before giving any notice to the Administrative Agent pursuant to this Section, such Lender shall designate a different Euro-Dollar Lending Office if such designation will avoid the need for giving such notice and will 23 #93052149v11

not, in the judgment of such Lender, beotherwisedisa::lvant~eousto such Lender. If such notice is given,
eoch Euro-Doi la L0a1 of such Lender then outstanding shall be converted to a Base Rate Loan either (a)
on the last day of the then current Interest Period <l)plicable to such Euro-Doll a L0a1 if such Lender may
lawfully continue to mantain and fund such L0a1 to such day or (b) immediately if such Lender shall
determine that it may not lawfully continue to mantain and fund such L0a1 to such day.
Socti on 2.16

I ncrffiSEld Cost and Reduced Return.

(a)
lncrffiSEld Costs. If after the Effective Date, the adoption of any <l)pl icable law, rule or
regulaion, or any change in any <l)plicable law, rule or regula ion, or any change in the interpretaion or
administration thereof by any Governmental Authority, central bank or compaable ~cy chaged with
the interpretation or administrciion thereof. or corrpl ianceby any Lender (or its Applicable Lending Office)
with any request or directive (whether or not having the force of law) of any such authority, central bank
or comparable ~ency shall (i) irrl)ose, modify or deem <l)plicable any reserve (induding, without
limitaion, any such requirement irrl)osed by the Boa-d of Governors of the Federal Reserve System),
!'pecial deposit, insurance assessment or simi la requirement against L0a1s participaed in by, asoots of,
deposits with or for the account of or credit extended by, any Lender (or its Appl icable Lending Office),
(ii) subject any Lender to any tax of any kind whatroever with respect to this Agreement, any participaion
in any L0a1 made by it, or changethebasisof taxaion of payments to such Lender in re:pect thereof (other
than (A) Taxes, (B) Other Taxes, (C) the imposition of, or any change in the rate of, any taxesde&:ribed in
dause (i)(a) and dauses (ii) through (iv) of the definition of Taxes in Soction 2.17(a), (D) Connection
Income Taxes, and (E) Taxes attributable to a Lender's failure to comply with Section 2.17(e)) or (iii)
irrl)ose on any Lender (or its Applicable Lending Office) or on the United Staes make! for certificates of
deposit or the London interbank ma-ket any other condition affecting its Euro-Dollar L0a1s. Notes,
obligation to make Euro-Dollar Loans, and the re9..Jlt of any of the foregoing is to increase the cost to such
Lender (or its Applicable Lending Office) of making or mantaining any Euro-Dollar Loan, or to reduce
the amount of any sum received or receivable by such Lender (or itsApplicable Lending Office) under this
Agreement or under its Notes with re:pect thereto, then, within f ifteen (15) days after demand by such
Lender (with a copy to theAdministniive Agent), the Borrower shall pay to such Lender such additional
anount or amounts. as determined by such Lender in good fath, as will COITl)ensae such Lender for such
incrffiSEld cost or reduction, solely to the extent that any such additional amounts were incurred by the
Lender within ninety (90) days of such demand.
(b)
Ca:>ital Adegua;,y. If any Lender shall have determined that, after the Effective Date, the
adoption of any applicablelw, rule or regulaion regarding C<l)ital adequacy or liquidity, or any change in
any such lw, rule or regulciion, or any change in the interpretation or administration thereof by any
Governmental Authority, central bank or comparable ~ency charged with the interpretation or
administration thereof, or any request or directive regarding C<l)ital adequacy (whether or not having the
force of lw) of any such authority, central bank or compaable ~ency, has or would have the effect of
reducing the rate of return on C<l)ital of such Lender (or any Perron controlling such Lender) as a
consequence of such Lender's obligations hereunder to a level below that which such Lender (or any Person
controlling such Lender) could have achie,,ed but for such adoption, change, request or directive (taking
into consideration its policies with re:pect to C<l)ital adequacy), then from time to time, within fifteen (15)
days ctter demand by such Lender (with a copy to the Administrative Agent), the Borrower shall pay to
such Lender such additional amount or amounts as wi 11 compensate such Lender (or any Perron control Ii ng
such Lender) for such reduction, oolely to the extent that any such additional amounts were incurred by the
Lender within ninety (90) days of such demand.
(c)
Notices. Each Lender will promptly notify the Borrower and theAdministraiveAgent of
any event of which it has knowledge, occurring after the Effective Date, that will entitle such Lender to
compensation pursuant to this Soction and will desgnae a different Applicable Lending Office if such
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not, in the judgment of such Lender, be otherwise disadvantageous to such Lender. If such notice is given, each Euro-Dollar Loan of such Lender then outstanding shall be converted to a Base Rate Loan either (a) on the last day of the then current Interest Period applicable to such Euro-Dollar Loan if such Lender may lawfully continue to maintain and fund such Loan to such day or (b) immediately if such Lender shall determine that it may not lawfully continue to maintain and fund such Loan to such day. Section 2.16 Increased Cost and Reduced Return. (a) Increased Costs. If after the Effective Date, the adoption of any applicable law, rule or regulation, or any change in any applicable law, rule or regulation, or any change in the interpretation or administration thereof by any Governmental Authority, central bank or comparable agency charged with the interpretation or administration thereof, or compliance by any Lender (or its Applicable Lending Office) with any request or directive (whether or not having the force of law) of any such authority, central bank or comparable agency shall (i) impose, modify or deem applicable any reserve (including, without limitation, any such requirement imposed by the Board of Governors of the Federal Reserve System), special deposit, insurance assessment or similar requirement against Loans participated in by, assets of, deposits with or for the account of or credit extended by, any Lender (or its Applicable Lending Office), (ii) subject any Lender to any tax of any kind whatsoever with respect to this Agreement, any participation in any Loan made by it, or change the basis of taxation of payments to such Lender in respect thereof (other than (A) Taxes, (B) Other Taxes, (C) the imposition of, or any change in the rate of, any taxes described in clause (i)(a) and clauses (ii) through (iv) of the definition of Taxes in Section 2.17(a), (D) Connection Income Taxes, and (E) Taxes attributable to a Lender’s failure to comply
with Section 2.17(e)) or (iii) impose on any Lender (or its Applicable Lending Office) or on the United States market for certificates of deposit or the London interbank market any other condition affecting its Euro-Dollar Loans, Notes, obligation to make Euro-Dollar Loans, and the result of any of the foregoing is to increase the cost to such Lender (or its Applicable Lending Office) of making or maintaining any Euro-Dollar Loan, or to reduce the amount of any sum received or receivable by such Lender (or its Applicable Lending Office) under this Agreement or under its Notes with respect thereto, then, within fifteen (15) days after demand by such Lender (with a copy to the Administrative Agent), the Borrower shall pay to such Lender such additional amount or amounts, as determined by such Lender in good faith, as will compensate such Lender for such increased cost or reduction, solely to the extent that any such additional amounts were incurred by the Lender within ninety (90) days of such demand. (b) Capital Adequacy. If any Lender shall have determined that, after the Effective Date, the adoption of any applicable law, rule or regulation regarding capital adequacy or liquidity, or any change in any such law, rule or regulation, or any change in the interpretation or administration thereof by any Governmental Authority, central bank or comparable agency charged with the interpretation or administration thereof, or any request or directive regarding capital adequacy (whether or not having the force of law) of any such authority, central bank or comparable agency, has or would have the effect of reducing the rate of return on capital of such Lender (or any Person controlling such Lender) as a consequence of such Lender’s obligations hereunder to a level below that which such Lender (or any Person controlling such Lender) could have achieved but for such adoption, change, request or directive (taking into consideration its policies with respect to
capital adequacy), then from time to time, within fifteen (15) days after demand by such Lender (with a copy to the Administrative Agent), the Borrower shall pay to such Lender such additional amount or amounts as will compensate such Lender (or any Person controlling such Lender) for such reduction, solely to the extent that any such additional amounts were incurred by the Lender within ninety (90) days of such demand. (c) Notices. Each Lender will promptly notify the Borrower and the Administrative Agent of any event of which it has knowledge, occurring after the Effective Date, that will entitle such Lender to compensation pursuant to this Section and will designate a different Applicable Lending Office if such 24 #93052149v11

designation w ill avoid the neEX:l for, or reduce the ariount of, ruch c::oni>ensa:ion a,d wil l not, in the
judgment of ruch Lender, be otherwise discdva,tagoous to ruch Lender. A certificate of a,y Lender
claiming compensction under this Section a,d setting forth in ra:rona:>le detail the a:iditiona ariount or
ariountsto be paid to it hereunder shal be conclusive in thea:>senceof ma,ifest error. In determining ruch
ariount, rucl1 La,der may usea,y ra:rona:>leaveraging a,d attribution methods.
(d)
Notwithsta,ding a,ything to the contray herein, (x) the Dodd-Fraik Wal Strea Reform
aid Cons.Jmer Prota::tion Act aid al r~uests, rules, guidelines or dira::tives thereunder or issued in
conna::tion there.vith aid (y) al r~uests, rules, guidel ines or dira::tives promulgaed by the Baik for
lnternationa Satlements. the Basel Committee on Baiking Supervision (or a,y ruccessor or similaruthority) or the United Staes or foreign regulatory ruthorities, in eoch case pursua,t to Basel 111, shal in
each case be deemed to be a "change in law" under this Article II regardless of the date enacted, adopted
or issued.
Section 2.1 7

Taxes.

(a)
Payments Net of Certain Taxes. Any aid al paymentsma:ieby or on a::count of aiy Loa,
Pa1y to or for the occount of a,y Lender or the Administrative Agent hereunder or under aiy other Loa,
Document shal be ma:ie free a,d clecr of a,d without deduction for a,y aid al present or future taxes,
duties, levies, imposts, deductions, charges a,d withholdings aid al lia:>ilities with re:pa::t thereto,
excluding: (i) taxes imposed on or measured by the net income (including braich profits or similar taxes)
of, aid gross receipts, fraicl1ise or simi lar taxes irrposed on, the Administraive Agent or aiy Lender (a)
by the j uriooiction (or subdivision theroof) under the laws of which such Lender or Administrative Agent
isorgariized or in which itsprincipa office is locaed or, in the case of each Lender, in whicl1 itsAppliCct>le
Lending Office is located or (b) tha are Other Conna::tion Taxes, (ii) in the case of each Lender, ariy United
Staes withholding tax imposed on such payments, but only to the extent that such Lender is subja::t to
United States withholding tax at the time such Lender first bec:omes a party to this Agreement or chaiges
its Applica:>le Lending Office (other thai pursuait to ai assignment r~uest by aiy Loa, Pa1y under
Section 2.08), (iii) ariy backup w ithholding tax irrposed by the United Staes (or ariy state or locaity
theroof) on a Lender or AdministraiveAgent, aid (iv) a,y taxes imposed by FATCA (al such nonexcluded
taxes, duties, levies, imposts, deductions. charges, w ithholdings aid lia:>ilitiesbeing hereimiter referred to
as "Taxes''). If any Loan Party shall be required by law to deduct any Taxes from or in respect of any sum
paya:>le hereunder or under aiy other Loa, Document to a,y Lender or the Administraive Agent, (i) the
sum paya:>le shal be increased as na::essary ro that after mci<ing a l such r~uired deductions (including
deductions cppliCct>le to a:iditiona sums paya:>le under this Section 2.17(a)) such Lender or the
AdministraiveAgent (as the case may be) receivesai ariount ~ua to the sum it would have received ha:i
no sucl1 deductions been ma:ie, (ii) such Loa, Pa1y shal mci<esuch deductions, (iii) sucl1 Loa, Pa1y shal
pay the full amount deducted to the relevait taxation a.Jthority or other a.Jthority in occordaice with
cpplica:>le law arid (iv) rucl1 Loa, Pa1y shal furnish to the Administraive Agent, for delivery to such
Lender, the origina or a certified copy of a receipt evidencing payment theroof.
(b)
Other Taxes. In a:idition, each Loa, Pa1y agrees to pay aiy aid al present or futurestarrp
or court or documentay taxes arid a,y other excise or prq:>erty taxes, or similar charges or levies, which
arise from ariy payment ma:ie pursuait to this Agreement, a,y Note or ariy other Loa, Document or from
the exocution, delivery, performaice, registraion or enforcement of, or otherwise w ith re:pa::t to, this
Agreement, any Note or any other Loan Document (collecti vely, " Other Taxes'').
(c)
Indemnification. Each Loa, Pa1y agrees to jointly a,d severaly indemnify each Lender
arid theAdministraiveAgent for the full amount of Taxesa,d Other Taxes (including, without limitaion,
aiy Taxes or Other Taxes imposed or asserted by ariy juriooiction on ariounts paya:>le under this
Section 2.17(c)), whether or not corra::tly or legaly asserted, paid by such Lender or Agent (as the case
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designation will avoid the need for, or reduce the amount of, such compensation and will not, in the judgment of such Lender, be otherwise disadvantageous to such Lender. A certificate of any Lender claiming compensation under this Section and setting forth in reasonable detail the additional amount or amounts to be paid to it hereunder shall be conclusive in the absence of manifest error. In determining such amount, such Lender may use any reasonable averaging and attribution methods. (d) Notwithstanding anything to the contrary herein, (x) the Dodd-Frank Wall Street Reform and Consumer Protection Act and all requests, rules, guidelines or directives thereunder or issued in connection therewith and (y) all requests, rules, guidelines or directives promulgated by the Bank for International Settlements, the Basel Committee on Banking Supervision (or any successor or similar authority) or the United States or foreign regulatory authorities, in each case pursuant to Basel III, shall in each case be deemed to be a “change in law” under this Article II regardless of the date enacted, adopted or issued. Section 2.17 Taxes. (a) Payments Net of Certain Taxes. Any and all payments made by or on account of any Loan Party to or for the account of any Lender or the Administrative Agent hereunder or under any other Loan Document shall be made free and clear of and without deduction for any and all present or future taxes, duties, levies, imposts, deductions, charges and withholdings and all liabilities with respect thereto, excluding: (i) taxes imposed on or measured by the net income (including branch profits or similar taxes) of, and gross receipts, franchise or similar taxes imposed on, the Administrative Agent or any Lender (a) by the jurisdiction (or subdivision thereof) under the laws of which such Lender or Administrative Agent is organized or in which its principal office is located or, in the case of each Lender, in which its Applicable Lending Office is
located or (b) that are Other Connection Taxes, (ii) in the case of each Lender, any United States withholding tax imposed on such payments, but only to the extent that such Lender is subject to United States withholding tax at the time such Lender first becomes a party to this Agreement or changes its Applicable Lending Office (other than pursuant to an assignment request by any Loan Party under Section 2.08), (iii) any backup withholding tax imposed by the United States (or any state or locality thereof) on a Lender or Administrative Agent, and (iv) any taxes imposed by FATCA (all such nonexcluded taxes, duties, levies, imposts, deductions, charges, withholdings and liabilities being hereinafter referred to as “Taxes”). If any Loan Party shall be required by law to deduct any Taxes from or in respect of any sum payable hereunder or under any other Loan Document to any Lender or the Administrative Agent, (i) the sum payable shall be increased as necessary so that after making all such required deductions (including deductions applicable to additional sums payable under this Section 2.17(a)) such Lender or the Administrative Agent (as the case may be) receives an amount equal to the sum it would have received had no such deductions been made, (ii) such Loan Party shall make such deductions, (iii) such Loan Party shall pay the full amount deducted to the relevant taxation authority or other authority in accordance with applicable law and (iv) such Loan Party shall furnish to the Administrative Agent, for delivery to such Lender, the original or a certified copy of a receipt evidencing payment thereof. (b) Other Taxes. In addition, each Loan Party agrees to pay any and all present or future stamp or court or documentary taxes and any other excise or property taxes, or similar charges or levies, which arise from any payment made pursuant to this Agreement, any Note or any other Loan Document or from the execution, delivery, performance, registration
or enforcement of, or otherwise with respect to, this Agreement, any Note or any other Loan Document (collectively, “Other Taxes”). (c) Indemnification. Each Loan Party agrees to jointly and severally indemnify each Lender and the Administrative Agent for the full amount of Taxes and Other Taxes (including, without limitation, any Taxes or Other Taxes imposed or asserted by any jurisdiction on amounts payable under this Section 2.17(c)), whether or not correctly or legally asserted, paid by such Lender or Agent (as the case 25 #93052149v11

may be) and any liooi lity (including penalties, interest and expenses) a-ising therarom or with re:pa::t
thereto as certified in good faith to the Borrower by ea::11 Lender or Agent seeking indemnification pursuant
to this Section 2.17(c). This indemnification shall be pad within 15 days after such Lender or Agent (as
the case may be) mci<es demand theraor.
(d)
Raunds or Credits. If a Lender or the Administrciive Agent receives a raund, credit or
other reduction from a taxation authority for any Taxes or Other Taxes for which it has been indemnified
by any Loan Paiy or with re:pa::t to which any Loan Paiy has paid additional amounts pursuant to this
Section 2.17, it sha l within fifteen (15) days from the dcie of such receipt pay over the amount of such
refund, credit or other reduction to the Borrower (but only to the extent of indemnity payments ma:!e or
a:lditiona amounts paid by the Loan Paiies under this Section 2.17 with re:pa::t to the Taxes or Other
Taxes giving rise to such refund, credit or other reduction), net of all reaoonooleout-of-pocket expenses of
such Lender or theAdministrativeAgent (as the case may be) and without interest (other than interest pad
by the relevant taxation authority wi th re:pa::t to such raund, credit or other reduction): provided, however,
thci ea::11 Loan Paiy agrees to rE:l)ay, upon the request of such Lender or the Administrciive Agent (as the
case may be), the amount paid over to the Borrower (pl us penal ti es, interest or other cha-ges) to such Lender
or theAdministrativeAgent in the event such Lender or theAdministrciiveAgent is required to rE:l)ay such
refund or credit to such taxciion authority.
(e)
Tax Forms and Certificcies. On or before the dcie it becomes a party to this Agreement,
from time to time thereetter if reaoonci)ly requested by the Borrower or the Administrctive Agent, and ct
any time it changes itsApplicci)le Lending Office: (i) each Lender that is a "United States person" withi n
the mea,ing of Section 7701(a)(30) of the Internal Revenue Code shal del iver to the Borrower and the
Administrciive Agent two (2) properly cx:Jnl)leted and duly executed copies of Internal Revenue Service
Form W-9, or any succesror form pres::ribed by the Internal Revenue Service, or such other documentation
or information prescribed by appl i cci)I e IcNv or reaoonool y requested by the Borrower or the Admi ni strcti ve
Agent, as the case may be, certifying thci such Lender is a United States perron and is entitled to an
exemption from United Stciesbackup withholding tax or information rE:l)orting requirements; and (ii) ea::11
Lender that is not a "United States person" within the meaning of Section 7701(a)(30) of the Internal
Revenue Code (a " Non-U.S. Lender") shall deliver to the Borrower and the Administrative Agent: (A) two
(2) properly completed and duly executed copies of Internal Revenue Service Form W-8BEN or W-8BENE, or any succesror form prescribed by the Internal Re,,enue Service, (x) certifying thct such Non-U.S.
Lender is entitled to the benefits under an income tax treaty to which the United Staes is a party which
exempts the Non-U .S. Lender from United States wi thhol ding tax or reduces the rate of withhol ding tax on
payments of interest for the account of such Non-U.S. Lender and (y) with re:pa::t to any other applicci)le
payments under or entered into in conna::ti on with any Loan Document estool i sni ng an exemption from, or
reduction of, United States withholding tax pursuant to the "business profits" or " other income" article of
such tax treay; (B) two (2) properly coni:>leted and duly executed copies of Internal Revenue Service Form
W-8ECI, or any succesror form prescribed by the Internal Revenue Service, certifying thci the income
receivoole pursuant to this Agreement and the other Loan Documents is effa::tively conna::ted with the
conduct of a tra:le or business in the United States; (C) in the case of a Non-U.S. Lender darning the
benefits of the exemption for portfolio interest under Section 871(h) or Section 881(c) of the Internal
Revenue Code, two (2) proper! y compIeted and duly exa::uted copies of Internal Revenue Service Form W8BEN or W-8BEN-E, or any succesror form prescribed by the Internal Revenue Service, together with a
certificate substantially in the form of Exhibit E-1 to the etfa::t thci (x) such Non-U.S. Lender is not (1) a
"bank" within the meaning of Section 881{c){3)(A) of the Internal Revenue Code, (2) a " JO-percent
shareholder" of any Loan Party withi n the meaning of Section 871(h)(3)(B) of the Internal Revenue Code,
or (3) a "controlled foreign corporation" that is described in Section 881(c)(3)(C) of the Internal Revenue
Code (a "U.S. Tax Compliance Certificate") and is related to any L oan Party within the meaning of
Section 864( d)(4) of the Internal Revenue Code and (y) the interest payments in question a-e not effa::ti vel y
conna::ted with a U.S. tra:leor business conducted by such Non-U.S. Lender; or (D) to the extent the Non-
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may be) and any liability (including penalties, interest and expenses) arising therefrom or with respect thereto as certified in good faith to the Borrower by each Lender or Agent seeking indemnification pursuant to this Section 2.17(c). This indemnification shall be paid within 15 days after such Lender or Agent (as the case may be) makes demand therefor. (d) Refunds or Credits. If a Lender or the Administrative Agent receives a refund, credit or other reduction from a taxation authority for any Taxes or Other Taxes for which it has been indemnified by any Loan Party or with respect to which any Loan Party has paid additional amounts pursuant to this Section 2.17, it shall within fifteen (15) days from the date of such receipt pay over the amount of such refund, credit or other reduction to the Borrower (but only to the extent of indemnity payments made or additional amounts paid by the Loan Parties under this Section 2.17 with respect to the Taxes or Other Taxes giving rise to such refund, credit or other reduction), net of all reasonable out-of-pocket expenses of such Lender or the Administrative Agent (as the case may be) and without interest (other than interest paid by the relevant taxation authority with respect to such refund, credit or other reduction); provided, however, that each Loan Party agrees to repay, upon the request of such Lender or the Administrative Agent (as the case may be), the amount paid over to the Borrower (plus penalties, interest or other charges) to such Lender or the Administrative Agent in the event such Lender or the Administrative Agent is required to repay such refund or credit to such taxation authority. (e) Tax Forms and Certificates. On or before the date it becomes a party to this Agreement, from time to time thereafter if reasonably requested by the Borrower or the Administrative Agent, and at any time it changes its Applicable Lending Office: (i) each Lender that is a “United States person” within the meaning of Section
7701(a)(30) of the Internal Revenue Code shall deliver to the Borrower and the Administrative Agent two (2) properly completed and duly executed copies of Internal Revenue Service Form W-9, or any successor form prescribed by the Internal Revenue Service, or such other documentation or information prescribed by applicable law or reasonably requested by the Borrower or the Administrative Agent, as the case may be, certifying that such Lender is a United States person and is entitled to an exemption from United States backup withholding tax or information reporting requirements; and (ii) each Lender that is not a “United States person” within the meaning of Section 7701(a)(30) of the Internal Revenue Code (a “Non-U.S. Lender”) shall deliver to the Borrower and the Administrative Agent: (A) two (2) properly completed and duly executed copies of Internal Revenue Service Form W-8BEN or W-8BEN- E, or any successor form prescribed by the Internal Revenue Service, (x) certifying that such Non-U.S. Lender is entitled to the benefits under an income tax treaty to which the United States is a party which exempts the Non-U.S. Lender from United States withholding tax or reduces the rate of withholding tax on payments of interest for the account of such Non-U.S. Lender and (y) with respect to any other applicable payments under or entered into in connection with any Loan Document establishing an exemption from, or reduction of, United States withholding tax pursuant to the “business profits” or “other income” article of such tax treaty; (B) two (2) properly completed and duly executed copies of Internal Revenue Service Form W-8ECI, or any successor form prescribed by the Internal Revenue Service, certifying that the income receivable pursuant to this Agreement and the other Loan Documents is effectively connected with the conduct of a trade or business in the United States; (C) in the case of a Non-U.S. Lender claiming the benefits
of the exemption for portfolio interest under Section 871(h) or Section 881(c) of the Internal Revenue Code, two (2) properly completed and duly executed copies of Internal Revenue Service Form W- 8BEN or W-8BEN-E, or any successor form prescribed by the Internal Revenue Service, together with a certificate substantially in the form of Exhibit E-1 to the effect that (x) such Non-U.S. Lender is not (1) a “bank” within the meaning of Section 881(c)(3)(A) of the Internal Revenue Code, (2) a “10-percent shareholder” of any Loan Party within the meaning of Section 871(h)(3)(B) of the Internal Revenue Code, or (3) a “controlled foreign corporation” that is described in Section 881(c)(3)(C) of the Internal Revenue Code (a “U.S. Tax Compliance Certificate”) and is related to any Loan Party within the meaning of Section 864(d)(4) of the Internal Revenue Code and (y) the interest payments in question are not effectively connected with a U.S. trade or business conducted by such Non-U.S. Lender; or (D) to the extent the Non- 26 #93052149v11

U.S. Lender is not thebenaicial owner, two (2) properly completed and duly exro.rted copies of Internal
Revenue Service Form W-8IMY , or any successor form preocribed by the Internal Revenue Service,
a::companied by an Internal RevenueServiceForm W-8ECI, W-8BEN, W-8BEN-E, W-9, and a U.S. Tax
Compliance Certificae substantially in the form of Exhibit E-2 or E-3, from ea::h benaicial owner, as
appliccble; provided tha if theNon-U.S. Lender is a partnership and one or more direct or indirect partners
of such Lender are claiming the portfol io interest exemption, such Non-U.S. Lender may provide a U.S.
Tax Compliance Certificaesubstantially in the form of Exhibit E-4 on behalf of eoch such direct or indirect
partner. If a payment made to a Lender under any Loan Document would be subject to U.S. Federal
withholding tax impoSEd by FATCA if such Lender fails to comply with the appliccble reporting
r~uirernentsof FATCA (including thosecontaned in Soction 1471(b) or 1472(b) of the Internal Revenue
Code, as appliccble), such Lender shall deliver to the Borrower and the Administrative Agent a the time
or ti mes preocri bed by Icm and at such ti me or ti mes reasonalbl y r~uested by the Borrower or the
Administrciive Agent such documentciion preocribed by appliccble 1cm (including as pres::ribed by
Soction 1471(b)(3)(C)(i) of the Internal Revenue Code) and such additional documentation ra:oonably
r~uested by the Borrower or the Administrative Agent as may be nocessary for the Loan Parties and the
Administrciive Agent to comply with their obliga:ions under FATCA and to determine that such Lender
has complied with such Lender's obligations under FA TCA or to determine the anount to deduct and
withhold from such payment. Solely for purposes of this clause(e), "FATCA" shall include any
an1€fldments made to FA TCA citer the dae of this Agreement. In addition, ea::h Lender aJrees thci from
time to time after the Effective Date, when a lapse in time or change in circumstances renders the previous
certification obrolete or inaccurate in any maerial re:pect, it will deliver to the Borrower and the
Administraive Agent two ne.v accurae and complete signed originals of Internal Revenue Service Form
W-9, W-8BEN, W-8BEN-E, W-8ECI or W-8IMY or FATCA-related documentciion deocribed above, or
successor forms, as the case may be, and such other forms as may be r~ui red in order to confirm or establish
the entitlement of such Lender to a continued exemption from or reduction in United States withholding
tax with re:pect to payments under this Agreement and any other Loan Document, or it shall immediately
notify the Borrower and theAdministraive Agent of its inability to deliver any such form or certificate.
(f)
Exclusions. No Loan Party shall be r~uired to indemnify any Non-U.S. Lender, or to pay
any additional amount to any Non-U.S. Lender, pursuant to Soction 2.17(a). till or .(gin re:pect of Taxes
or Other Taxes to the extent tha the obi i gai on to indemnify or pay such additional anounts would not have
arisen but for thefalureof such Non-U.S. Lender to comply with the provisions of subsection (e) above.
(g)
Mitigation. If any Loan Party is r~uired to pay additional amounts to or for the account
of any Lender pursuant to this Soction2.17, then such Lender wi ll use reaoonable efforts (which shall
include efforts to rebook the Loans held by such Lender to a ne.v Appliccble Lending Office, or through
another branch or affi liate of such Lender) to change the juris::liction of itsAppliccble Lending Office if, in
the good fath j udgment of such Lender, such efforts (i) will eliminate or, if it is not possible to el iminate,
reduce to the greatest extent possible any such additional payment which may thereafter accrue and (ii) is
not otherwise disadvantaJeous, in the role determination of such Lender, to such Lender. Any Lender
claiming any indemnity payment or additional amounts payable pursuant to this Soction shall use
reaoonabl e efforts (consistent with Iegal and regul ciory restrictions) to deliver to Borrower any certificate
or document ra:oombly r~uested in writing by the Borrower or to change the j uri &Ji cti on of its Appl i ccbl e
Lending Office if the making of such a fil ing or change would avoid the need for or reduce the amount of
any such indemnity payment or additional anounts that may thereafter accrue and would not, in the role
determi nation of such Lender, be otherwise di sadvantaJeous to such Lender.
(h)
Confidentiality. Nothing contaned in this Soction shall r~uire any Lender or the
AdministraiveAgent to make avalable any of its tax returns (or any other information thct it deems to be
confidential or proprietary).
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U.S. Lender is not the beneficial owner, two (2) properly completed and duly executed copies of Internal Revenue Service Form W-8IMY, or any successor form prescribed by the Internal Revenue Service, accompanied by an Internal Revenue Service Form W-8ECI, W-8BEN, W-8BEN-E, W-9, and a U.S. Tax Compliance Certificate substantially in the form of Exhibit E-2 or E-3, from each beneficial owner, as applicable; provided that if the Non-U.S. Lender is a partnership and one or more direct or indirect partners of such Lender are claiming the portfolio interest exemption, such Non-U.S. Lender may provide a U.S. Tax Compliance Certificate substantially in the form of Exhibit E-4 on behalf of each such direct or indirect partner. If a payment made to a Lender under any Loan Document would be subject to U.S. Federal withholding tax imposed by FATCA if such Lender fails to comply with the applicable reporting requirements of FATCA (including those contained in Section 1471(b) or 1472(b) of the Internal Revenue Code, as applicable), such Lender shall deliver to the Borrower and the Administrative Agent at the time or times prescribed by law and at such time or times reasonably requested by the Borrower or the Administrative Agent such documentation prescribed by applicable law (including as prescribed by Section 1471(b)(3)(C)(i) of the Internal Revenue Code) and such additional documentation reasonably requested by the Borrower or the Administrative Agent as may be necessary for the Loan Parties and the Administrative Agent to comply with their obligations under FATCA and to determine that such Lender has complied with such Lender’s obligations under FATCA or to determine the amount to deduct and withhold from such payment. Solely for purposes of this clause (e), “FATCA” shall include any amendments made to FATCA after the date of this Agreement. In addition, each Lender agrees that from time to time after the
Effective Date, when a lapse in time or change in circumstances renders the previous certification obsolete or inaccurate in any material respect, it will deliver to the Borrower and the Administrative Agent two new accurate and complete signed originals of Internal Revenue Service Form W-9, W-8BEN, W-8BEN-E, W-8ECI or W-8IMY or FATCA-related documentation described above, or successor forms, as the case may be, and such other forms as may be required in order to confirm or establish the entitlement of such Lender to a continued exemption from or reduction in United States withholding tax with respect to payments under this Agreement and any other Loan Document, or it shall immediately notify the Borrower and the Administrative Agent of its inability to deliver any such form or certificate. (f) Exclusions. No Loan Party shall be required to indemnify any Non-U.S. Lender, or to pay any additional amount to any Non-U.S. Lender, pursuant to Section 2.17(a), (b) or (c) in respect of Taxes or Other Taxes to the extent that the obligation to indemnify or pay such additional amounts would not have arisen but for the failure of such Non-U.S. Lender to comply with the provisions of subsection (e) above. (g) Mitigation. If any Loan Party is required to pay additional amounts to or for the account of any Lender pursuant to this Section 2.17, then such Lender will use reasonable efforts (which shall include efforts to rebook the Loans held by such Lender to a new Applicable Lending Office, or through another branch or affiliate of such Lender) to change the jurisdiction of its Applicable Lending Office if, in the good faith judgment of such Lender, such efforts (i) will eliminate or, if it is not possible to eliminate, reduce to the greatest extent possible any such additional payment which may thereafter accrue and (ii) is not otherwise disadvantageous, in the sole determination of such Lender, to such Lender. Any Lender claiming any indemnity
payment or additional amounts payable pursuant to this Section shall use reasonable efforts (consistent with legal and regulatory restrictions) to deliver to Borrower any certificate or document reasonably requested in writing by the Borrower or to change the jurisdiction of its Applicable Lending Office if the making of such a filing or change would avoid the need for or reduce the amount of any such indemnity payment or additional amounts that may thereafter accrue and would not, in the sole determination of such Lender, be otherwise disadvantageous to such Lender. (h) Confidentiality. Nothing contained in this Section shall require any Lender or the Administrative Agent to make available any of its tax returns (or any other information that it deems to be confidential or proprietary). 27 #93052149v11

SEdion 2.18
BaseRci:eLocnsSubstitutedfor Affected Euro-Doller Loais. If (a) the obligation
of cny Lender to ma<e or maintain, or to convert outstcnding Loais to, Euro-Doller Loa-is has been
su~ended pursucnt to SEdion 2.15 or (b) cny Lender has demaided compensation under SEdion 2.16(a)
with r~ect to its Euro-Dol ler Locnsand, in aiy such case, the Borrower shall, by at least four Busines.5
Days' prior notice to such Lender through the Administrative Agent, have elected that the provisions of this
SEdion shall cl)ply to such Lender, then, unles.5 end until such Lender notifies the Borrower that the
circumsta.cesgiving rise to such su~ension or demcnd for compensation no longer cl)ply:
(i)
al l Loa,s which would otherwise be mcde by such Lender as (or continued as or
converted into) Euro-Doller Loa,s shall instea:I be Base Rate Loa,s (on which interest end
principal shall be payal::>le oontemporcneously with the related Euro-Doller Loais of the other
Lenders); aid
(ii)
after eoch of its Euro-Doller Loais has been repaid, all payments of principal that
would otherwise be cl)plied to repay such Loans shall instea:I be cl)plied to repay its Base Rate
Loais.
If such Lender notifies the Borrower tha the circumstaices giving rise to such notice no longer cl)ply, the
principal anount of eoch such Base Rate Loa, shall be converted into a Euro-Dol ler Loa, on the first day
of the next succeeding Interest Pa-i od cl)pl i cal::>I e to the related Euro-Doi Ier L oa,s of the other Lenders.
ARTICLE Ill
[RESERVED]
ARTICLE IV
CONDITIONS
SEdion 4.01
Conditions to Closing. The obliga:ion of eoch Lender to ma<e a Loa, hereunder
is subject to the satisfaction of the following conditions:
This Agreement. TheAdministrctiveAgent shall haverecaved counterpa-tshereof signed
(a)
by eoch of the pa-ti es hereto (or, in the case of cny pa-ty as to which ai executed counterpa-t shall not have
been recaved, recapt by theAdministra:iveAgent in form satisfactory to it of telegrcl)hic, telex, facsimile
or other written confirmation from such pa-ty of execution of a counterpa-t hereof by such pa-ty) to be held
in escrow aid to be delivered to the Borrower upon sctisfaction of the other conditions set forth in this
SEdion 4.01.
(b)
Notes. On or prior to the Effective Dae, theAdministrativeAgent shall have recaved a
duly executed Note for the account of each Lender requesting delivery of a Notepursucnt to SEdion 2.05.
(c)
Officers' Certificate. TheAdministrativeAgent shal l have recaved a certifica:edated the
Effective Date signed on behalf of eoch Loa-i Paiy by aiy Authorized Officer of such Loa, Paiy staing
tha: (A) on the Effective Date aid after giving a'fect to the Loais being mcde on the Effective Dae, no
Da'ault shall have occurred and be continuing, aid (8) the representations aid werrcnties of such Loa,
Paiy contained in the Loa, Documents ere true end correct on aid as of the Effective Date, except to the
extent that such representations aid werraities~ecifically ra'er to ai a::rlier da:e, in which case they were
true aid correct as of such a::rl i er dae.
(d)
Secretary's Certificates. On the Effective Date, the Administrative Agent shall have
recaved (i) a certifica:e of the Secretery of Stae (or equivalent body) of the juriooiction of incorporation
dated as of a recent date, as to the good stcnding of each Loa-i Pa1y aid (ii) a certifica:e of the Secreta-y
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Section 2.18 Base Rate Loans Substituted for Affected Euro-Dollar Loans. If (a) the obligation of any Lender to make or maintain, or to convert outstanding Loans to, Euro-Dollar Loans has been suspended pursuant to Section 2.15 or (b) any Lender has demanded compensation under Section 2.16(a) with respect to its Euro-Dollar Loans and, in any such case, the Borrower shall, by at least four Business Days’ prior notice to such Lender through the Administrative Agent, have elected that the provisions of this Section shall apply to such Lender, then, unless and until such Lender notifies the Borrower that the circumstances giving rise to such suspension or demand for compensation no longer apply: (i) all Loans which would otherwise be made by such Lender as (or continued as or converted into) Euro-Dollar Loans shall instead be Base Rate Loans (on which interest and principal shall be payable contemporaneously with the related Euro-Dollar Loans of the other Lenders); and (ii) after each of its Euro-Dollar Loans has been repaid, all payments of principal that would otherwise be applied to repay such Loans shall instead be applied to repay its Base Rate Loans. If such Lender notifies the Borrower that the circumstances giving rise to such notice no longer apply, the principal amount of each such Base Rate Loan shall be converted into a Euro-Dollar Loan on the first day of the next succeeding Interest Period applicable to the related Euro-Dollar Loans of the other Lenders. ARTICLE III [RESERVED] ARTICLE IV CONDITIONS Section 4.01 Conditions to Closing. The obligation of each Lender to make a Loan hereunder is subject to the satisfaction of the following conditions: (a) This Agreement. The Administrative Agent shall have received counterparts hereof signed by each of the parties hereto (or, in the case of any party as to which an executed counterpart shall not have been received, receipt by the Administrative Agent in form satisfactory to it
of telegraphic, telex, facsimile or other written confirmation from such party of execution of a counterpart hereof by such party) to be held in escrow and to be delivered to the Borrower upon satisfaction of the other conditions set forth in this Section 4.01. (b) Notes. On or prior to the Effective Date, the Administrative Agent shall have received a duly executed Note for the account of each Lender requesting delivery of a Note pursuant to Section 2.05. (c) Officers’ Certificate. The Administrative Agent shall have received a certificate dated the Effective Date signed on behalf of each Loan Party by any Authorized Officer of such Loan Party stating that (A) on the Effective Date and after giving effect to the Loans being made on the Effective Date, no Default shall have occurred and be continuing, and (B) the representations and warranties of such Loan Party contained in the Loan Documents are true and correct on and as of the Effective Date, except to the extent that such representations and warranties specifically refer to an earlier date, in which case they were true and correct as of such earlier date. (d) Secretary’s Certificates. On the Effective Date, the Administrative Agent shall have received (i) a certificate of the Secretary of State (or equivalent body) of the jurisdiction of incorporation dated as of a recent date, as to the good standing of each Loan Party and (ii) a certificate of the Secretary 28 #93052149v11

or an Assistant Secreta-y of ea::h Loa, Party data:! the Effective Dae and certifying (A) tha atocha:l
thereto isa true, correct and corrplete copy of (x) the artides of incorporation of such Loa, Party certifia:l
by the Secreta-y of State (or equivalent body) of the j uri s1i cti on of i noorporai on of such Loa, Party and
(y) the bylaNs of such Loa, Paty, (B) as to the a:>9:nce of disrolution or liquidation procea:lings by or
cga nst such Loa, Party, (C) tha attocha:l thereto is a true, correct and oorrpl ete copy of reool uti ons adq:,ta:l
by the boa-d of directors of such Loa, Paty authorizing the execution, del ivery and performance of the
Loa, Documents to which such Loa, Party is a party and eoch other document delivera:l in connection
here.vi th or there.vith and tha such resolutions have not been amenda:l and are in full force and effect on
the date of such certificae and (D) as to the incumbency and specimen signatures of ea::h officer of such
Loa, Party executing the Loa, Documents to which such Loa, Party is a party or any other document
delivera:l in connection here.vith or there.vi th.
(e)
Opinions of Counsel . On the Effective Date, the Admi nistraive Agent shal I have receiva:l
from counsel to the Loa, Parties, q:,i ni ons addressoo to the Administrative Agent and ea::h Lender, data:!
the Effective Dae, substantially in the form of Exhibit D hereto.
(f)
Con9:nts. All necessary governmental (domestic or foreign), regulatory and thi rd party
~provals, if any, authorizing borrowings hereunder in connection with the transactions oonterrplaa:l by
this Agreement and the otha- Loan Documents shall have been obtaina:l and rernan in full force and effect,
in each case without any action being tal<en by aiy oompetent authority which could restran or prevent
such transaction or irrpose, in the r€09'.)na:>le judgment of the Administra:ive Agent, materially adverse
conditions upon the oonsummai on of such transactions.
(g)
Payment of Fees. All costs, fees and expenses due to the Administra ive Agent aid the
Lendersaccrua:l through the Effective Dae shall have been pad in full.
(h)
Counsel Fees. The Administraive Agent shal l have receiva:l full payment from the
Borrower of the fees and expenses of Davis Polk & Wardwell LLP described in Section 9.03 which are
billa:l through the Effective Date and which have been invoica:l one Business Day prior to the Effective
Dae.
(i)
Know Your Custorna-. TheAdministraiveAgent aid ea::h Lender shal l have receiva:l all
documentation and other information required by regulatory authorities under applicable " know your
customer" and anti-money laundering rules and regulctions, induding, without limitation, the Pciriot Act,
as has been r€09'.)na:>I y requesta:! in writing.

0)
Notice of Borrowing. TheAdministrativeAgent shal l havereceiva:l a Notice of Borrowing
as requira:l by Section 2.03.
(k)
No Default. Immediately before and afta- giving effect to the mai<ing of the Loa,s on the
Effective Dae, no Default shal I ha,,e occurra:l aid be continuing.
(I)
Rooresentaions and Warraities. The rEl)resentctions aid warranties of the Loan Parties
oontana:l in this Agreement and the other Loa, Documents shall be true and correct on and as of the
Effective Dae, except to the extent that such rEl)resentaions and warranties specifically refer to an ea-liadate, in which case they were true and oorrect as of such ea-I i er dae.
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or an Assistant Secretary of each Loan Party dated the Effective Date and certifying (A) that attached thereto is a true, correct and complete copy of (x) the articles of incorporation of such Loan Party certified by the Secretary of State (or equivalent body) of the jurisdiction of incorporation of such Loan Party and (y) the bylaws of such Loan Party, (B) as to the absence of dissolution or liquidation proceedings by or against such Loan Party, (C) that attached thereto is a true, correct and complete copy of resolutions adopted by the board of directors of such Loan Party authorizing the execution, delivery and performance of the Loan Documents to which such Loan Party is a party and each other document delivered in connection herewith or therewith and that such resolutions have not been amended and are in full force and effect on the date of such certificate and (D) as to the incumbency and specimen signatures of each officer of such Loan Party executing the Loan Documents to which such Loan Party is a party or any other document delivered in connection herewith or therewith. (e) Opinions of Counsel. On the Effective Date, the Administrative Agent shall have received from counsel to the Loan Parties, opinions addressed to the Administrative Agent and each Lender, dated the Effective Date, substantially in the form of Exhibit D hereto. (f) Consents. All necessary governmental (domestic or foreign), regulatory and third party approvals, if any, authorizing borrowings hereunder in connection with the transactions contemplated by this Agreement and the other Loan Documents shall have been obtained and remain in full force and effect, in each case without any action being taken by any competent authority which could restrain or prevent such transaction or impose, in the reasonable judgment of the Administrative Agent, materially adverse conditions upon the consummation of such transactions. (g) Payment of Fees. All costs, fees and expenses due to
the Administrative Agent and the Lenders accrued through the Effective Date shall have been paid in full. (h) Counsel Fees. The Administrative Agent shall have received full payment from the Borrower of the fees and expenses of Davis Polk & Wardwell LLP described in Section 9.03 which are billed through the Effective Date and which have been invoiced one Business Day prior to the Effective Date. (i) Know Your Customer. The Administrative Agent and each Lender shall have received all documentation and other information required by regulatory authorities under applicable “know your customer” and anti-money laundering rules and regulations, including, without limitation, the Patriot Act, as has been reasonably requested in writing. (j) Notice of Borrowing. The Administrative Agent shall have received a Notice of Borrowing as required by Section 2.03. (k) No Default. Immediately before and after giving effect to the making of the Loans on the Effective Date, no Default shall have occurred and be continuing. (l) Representations and Warranties. The representations and warranties of the Loan Parties contained in this Agreement and the other Loan Documents shall be true and correct on and as of the Effective Date, except to the extent that such representations and warranties specifically refer to an earlier date, in which case they were true and correct as of such earlier date. 29 #93052149v11

ARTICLE V
REPRESENTATIONSAND WARRANTIES
The Gl.lcl"entor rEpresents end warents that, end as to the Borrower, the Borrower rEpresents end
warents tha::
Sa;tion 5.01
Status. The Borrower is a corporation duly orgenizoo, validly existing and in good
stending under the laNsof the State of DelaNaeend has the corporate authority to exa::uteand deliver this
Agreement end eoch other Loa, Document to which it isa party and perform its obligations heramder and
thereunder. TheGuaentor is a corporation duly orgenizoo, validly existing and in good stending under the
laNs of the Commonweath of Pennsylvenia end has the corporate authority to exa::ute and deliver this
Agreement end eoch other Loa, Document to which it is a party and perform its obligations hereunder and
thereunder.
Sa;tion 5.02 Authority; No Conflict. The exa::ution, delivery end performance by eoch Loa,
Paiy of this Agreement end eoch other Loa, Document to which it is a party have been duly authorizoo by
all necessay corporate action end do not violate(i) eny provision of laN or regulation, or eny da::ree, order,
writ or j udgment, (ii) eny provision of itsartidesof incorporation or bylaNs, or (iii) result in thebreoch of
or constitute a default under eny indenture or other cgreement or instrument to which such Loa, Paiy is a

party.
Sa;iion 5.03
Looality; Etc. This Agreement end eoch other Loa, Document (other then the
Notes) to which such Loa, Paiy isa party constitute the legal, valid end binding obl igations of such Loa,
Paiy, end the Notes, when exa::utoo end deli veroo in accordence with this Agreement, wi 11 constitute Iegal,
valid end binding obligaionsof the Borrower, in eoch caseenforcea::,le cganst the Borrower in accordence
with their terms exCEpt to the extent limitoo by (a) bcnkruptcy, inoolvency, fraudulent conveyence or
roorga,ization laNs or by other similar laws relating to or affecting the enforceability of creditors' rights
generally end by general e;iuitrole principles which may limit the right to obtain e;iuitrole remedies
regadless of whether enforcement is consideroo in a proceooing of law or e;iuity or (b) eny cpplicrole
public policy on enf orcea::,i Ii ty of provisions rel cti ng to contribution and i ndemni fi ca:i on.
Sa;iion 5.04

Finencial Condition.

(a)
Audited Fincncial Staements. The consol idated balence sheet of the Guaentor end its
Consoli datoo Subsi di ai es as of Docember 31, 2019 end the rel ate::! conool i datoo statements of income and
cash flows for thefis;ai year then endoo, rEportoo on by Ernst & Young, LLP, copies of which have been
deliveroo to eoch of the Administrative Agent a,d the Lenders, fairl y present, in conformity with GAAP,
the consol i datoo fi nenci al position of the Guaentor end its Conool idate::! Subsi di ai es as of such date end
their consolidate::! results of operations and cash flows for such fis;ai yea-.
(b)

[Intentionally Omittoo].

(c)
Material Adverse Chcnge. Since Docember 31, 2019 there has been no chenge in the
business, assets, financial condition or operations of the Guaentor and its Conoolidatoo Subsidiaies,
consideroo as a whole that would materially a,d a:Jversely affoct the Guarantor's roility to perform eny of
its obligations under this Agreement, the Notes or the other Loa, Documents. Since Docember 31, 2019
there has been no cha,ge in the business, assets, finencial condition or operations of the Borrower that
would materially end adversely affoct the Borrower's roi lity to perform eny of its obligations under this
Agreement, the Notes or the other Loa, Documents.
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ARTICLE V REPRESENTATIONS AND WARRANTIES The Guarantor represents and warrants that, and as to the Borrower, the Borrower represents and warrants that: Section 5.01 Status. The Borrower is a corporation duly organized, validly existing and in good standing under the laws of the State of Delaware and has the corporate authority to execute and deliver this Agreement and each other Loan Document to which it is a party and perform its obligations hereunder and thereunder. The Guarantor is a corporation duly organized, validly existing and in good standing under the laws of the Commonwealth of Pennsylvania and has the corporate authority to execute and deliver this Agreement and each other Loan Document to which it is a party and perform its obligations hereunder and thereunder. Section 5.02 Authority; No Conflict. The execution, delivery and performance by each Loan Party of this Agreement and each other Loan Document to which it is a party have been duly authorized by all necessary corporate action and do not violate (i) any provision of law or regulation, or any decree, order, writ or judgment, (ii) any provision of its articles of incorporation or bylaws, or (iii) result in the breach of or constitute a default under any indenture or other agreement or instrument to which such Loan Party is a party. Section 5.03 Legality; Etc. This Agreement and each other Loan Document (other than the Notes) to which such Loan Party is a party constitute the legal, valid and binding obligations of such Loan Party, and the Notes, when executed and delivered in accordance with this Agreement, will constitute legal, valid and binding obligations of the Borrower, in each case enforceable against the Borrower in accordance with their terms except to the extent limited by (a) bankruptcy, insolvency, fraudulent conveyance or reorganization laws or by other similar laws relating to or affecting the enforceability of creditors’ rights generally and by genera
equitable principles which may limit the right to obtain equitable remedies regardless of whether enforcement is considered in a proceeding of law or equity or (b) any applicable public policy on enforceability of provisions relating to contribution and indemnification. Section 5.04 Financial Condition. (a) Audited Financial Statements. The consolidated balance sheet of the Guarantor and its Consolidated Subsidiaries as of December 31, 2019 and the related consolidated statements of income and cash flows for the fiscal year then ended, reported on by Ernst & Young, LLP, copies of which have been delivered to each of the Administrative Agent and the Lenders, fairly present, in conformity with GAAP, the consolidated financial position of the Guarantor and its Consolidated Subsidiaries as of such date and their consolidated results of operations and cash flows for such fiscal year. (b) [Intentionally Omitted]. (c) Material Adverse Change. Since December 31, 2019 there has been no change in the business, assets, financial condition or operations of the Guarantor and its Consolidated Subsidiaries, considered as a whole that would materially and adversely affect the Guarantor’s ability to perform any of its obligations under this Agreement, the Notes or the other Loan Documents. Since December 31, 2019 there has been no change in the business, assets, financial condition or operations of the Borrower that would materially and adversely affect the Borrower’s ability to perform any of its obligations under this Agreement, the Notes or the other Loan Documents. 30 #93052149v11

SEdion 5.05
L itigation. Excx:pt as dioctosed in or contall)la:ed by the fina,cial statements
reference:J in SEdion 5.04(a) roove, or any sub~uent rEport of the Guara,tor filed with the SEC on a
Form 10-K, 10-Q or 8-K REport or otherwise furnished in writing to the Administrative Agent and eoch
Lender, no litigation, arbitration or administraive proceooing cganst the Guara,tor or a,y of its
Subsidiaries is pending or, to the Guaa,tor's knowledge, threatened, which would reasonably be expected
to materially aid adversely afoct the ability of any Loa, Party to perform a,y of its obligations under this
Agreement, the Notes or the other Loa, Documents. There is no litigaion, arbitration or administrative
proceooi ng pending or, to the knowIedge of a,y Loa, Party, threetened which questions the validity of this
Agreemer,t or the other Loa, Documer,ts to which it is a party.
No Viola:ion. No part of the proceoos of the borrowings by hera.mder will be
SEdion 5.06
used, diroctly or indiroctly by the Borrower for the purpose of purchasing or carrying any "margin stock"
within the mea,ing of Regulation U of the Board of Governors of the Federal Reserve System, or for any
other purpose which viola:es, or which conflicts w ith, the provisions of Regulations U or X of said Board
of Governors. The Borrower is not engcged principal I y, or as one of its important activities, in the business
of extending credit for the purpose of purchasing or carrying any such " margin stock".
ERISA.. Each member of the ERi SA. Group has fulfilled itsobliga:ionsunder the
SEdion 5.07
mini mum funding sta,dards of ERi SA. and the Internal Revenue Code with respoct to eoch Material Fl a,
a,d is in compliance in al l material respocts with the presently c:wlicable provisions of ERi&; and the
Internal Rever,ue Code with respoct to eoch Material Ran. No member of the ERISA. Group has (i) oought
a waver of the minimum funding standard under SEdion 412 of the Internal Revenue Code in respoct of
a,y Ma:erial Ra,, (i i) faled to ma<e any contribution or paymer,t to any Material Flan, or made any
amendment to a,y Material Fla,, which has resulted or could result in the imposition of a Lien or the
posting of a bond or other socurity under ERi&; or the Internal Revenue Code or (iii) incurred a,y material
liability under Title IV of ERISA. other tha, a liability to the PBGC for premiums under SEdion 4007 of
ERISA..
Governmental Approvals. No authorization, consent or approval from a,y
SEdion 5.08
Governmental Authority is required for the execution, del ivery and performance by a,y Loa, Party of this
Agreement, the Notes and the other Loa, Documents to which it is a party and excx:pt such authorizations,
consents and approvals as shall have been obtaned prior to the Effoctive Datea,d shall be in full force and
effoct.
SEdion 5.09
Investment Compa,y Act. Neither the Borrower nor the Guaantor is an
"investment company" within the meaning of the Investment Company Act of I 940, as amended, or
required to register as an investment company under such A ct.
Tax Returns and Payments. Each Loa, Party has fi led or caused to be filed all
SEdion 5.10
Federal, sta:e, local and foreign income tax returns required to have been filed by it and has pad or caused
to be pad al I income taxes shown to be due on such returns excx:pt income taxes that ae being contested
in good fath by c:wropriate proceooings and for which such Loa, Party shall have set aside on its books
appropriate reserves with respoct thereto in cOX>rdance with GAAP or tha would not reaoonably be
expocted to have a Ma:erial Adverse Effoct.
SEdion 5.11

Corrpl iancewith Laws.

(a)
To the knowledge of the Guarantor, the Guarantor and its Ma:erial Subsidiaries are in
compliance w ith all applicable laws, regulations and orders of any Governmental Authority, domestic or
foreign, in respoct of the conduct of their respoctive businesses and the ownership of their respoctive
property (including, without limitation, corrpl iance w ith al l c:wlicable ERISA. and Environmental Laws
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Section 5.05 Litigation. Except as disclosed in or contemplated by the financial statements referenced in Section 5.04(a) above, or any subsequent report of the Guarantor filed with the SEC on a Form 10-K, 10-Q or 8-K Report or otherwise furnished in writing to the Administrative Agent and each Lender, no litigation, arbitration or administrative proceeding against the Guarantor or any of its Subsidiaries is pending or, to the Guarantor’s knowledge, threatened, which would reasonably be expected to materially and adversely affect the ability of any Loan Party to perform any of its obligations under this Agreement, the Notes or the other Loan Documents. There is no litigation, arbitration or administrative proceeding pending or, to the knowledge of any Loan Party, threatened which questions the validity of this Agreement or the other Loan Documents to which it is a party. Section 5.06 No Violation. No part of the proceeds of the borrowings by hereunder will be used, directly or indirectly by the Borrower for the purpose of purchasing or carrying any “margin stock” within the meaning of Regulation U of the Board of Governors of the Federal Reserve System, or for any other purpose which violates, or which conflicts with, the provisions of Regulations U or X of said Board of Governors. The Borrower is not engaged principally, or as one of its important activities, in the business of extending credit for the purpose of purchasing or carrying any such “margin stock”. Section 5.07 ERISA. Each member of the ERISA Group has fulfilled its obligations under the minimum funding standards of ERISA and the Internal Revenue Code with respect to each Material Plan and is in compliance in all material respects with the presently applicable provisions of ERISA and the Internal Revenue Code with respect to each Material Plan. No member of the ERISA Group has (i) sought a waiver of the minimum funding standard under Section 412 of the Internal Revenue
Code in respect of any Material Plan, (ii) failed to make any contribution or payment to any Material Plan, or made any amendment to any Material Plan, which has resulted or could result in the imposition of a Lien or the posting of a bond or other security under ERISA or the Internal Revenue Code or (iii) incurred any material liability under Title IV of ERISA other than a liability to the PBGC for premiums under Section 4007 of ERISA. Section 5.08 Governmental Approvals. No authorization, consent or approval from any Governmental Authority is required for the execution, delivery and performance by any Loan Party of this Agreement, the Notes and the other Loan Documents to which it is a party and except such authorizations, consents and approvals as shall have been obtained prior to the Effective Date and shall be in full force and effect. Section 5.09 Investment Company Act. Neither the Borrower nor the Guarantor is an “investment company” within the meaning of the Investment Company Act of 1940, as amended, or required to register as an investment company under such Act. Section 5.10 Tax Returns and Payments. Each Loan Party has filed or caused to be filed all Federal, state, local and foreign income tax returns required to have been filed by it and has paid or caused to be paid all income taxes shown to be due on such returns except income taxes that are being contested in good faith by appropriate proceedings and for which such Loan Party shall have set aside on its books appropriate reserves with respect thereto in accordance with GAAP or that would not reasonably be expected to have a Material Adverse Effect. Section 5.11 Compliance with Laws. (a) To the knowledge of the Guarantor, the Guarantor and its Material Subsidiaries are in compliance with all applicable laws, regulations and orders of any Governmental Authority, domestic or foreign, in respect of the conduct of their respective businesses and the ownership of their
respective property (including, without limitation, compliance with all applicable ERISA and Environmental Laws 31 #93052149v11

a,d the requirements of a,y pa-mits iS9.Ja:l under such Envi ronmenta La,vs), ex~t to the extent ( i) such
complia,ce is being contesta:l in good fath by cppropriate procea:lings or (ii) non-complia,ce would not
recroncbly beexpecta:l to materialy aid ooversay affect thecbility of the Loa, Pa-ties to perform a,y of
their re:pecti ve obi i gati ons under this Agreement, the Notes or a,y other Loa, Document to which they ae
apaty.
(b)
Totheknowla:lgeof the Borrower, the Borrower is in corrl)lia,cewith al cppliccblela,vs,
regulations aid orders of a,y Governmenta Authority, dornesti c or foreign, in re:pect of the conduct of its
business, ex~t to the extent (i) such complia,ce is bang contested in good fcith by cppropriate
procea:lingsor (ii) non-corrl)liancewould not recroncbly beexpecta:l to materialy a,d ooversay affect the
cbility of the Borrower to perform aiy of itsobligationsunder this Agreement, the Notes or a,y other Loa,
Document to which it is a paty.
Soction 5.12

No Defadt. No Defailt has occurred aid is continuing.

Soction 5.13

Environmenta Matters.

(a)
Ex~t (x) asdisdosed in or contemplaed by thefina,cia statemeritsreferenced in Soction
5.04(a) cbove, or in a,y subsequent report of theGuaa,tor f iled with the SEC on a Form 10-K, 10-Q or 8K Report, or otherwise furnished in writing to the Administrative Agent aid eoch Lender, or (y) to the
extent that the licbil ities of the Guara,tor aid its Subsidiaries, ta<en as a whole, that rel ate to or could
recroncbly be expected to rerult from the matters referred to in daises (i) through (iii) below of this
Soction 5.13(a), inclusive, would not recroncbly be expected to rerult in a Materia Adverse Effect:
(i)
no notice, notification, citation, summons, complcint or order has been received
by the Guaa,tor or a,y of its Subsidiaies, no penaty has beer1 assessed nor is a,y investigation
or review pending or, to the Guarantor's or any of its Subsidiaries' knowledge, throotena:l by a,y
governmenta or other entity with re:pect to aiy (A) aleged violaion by or licbility of the
Guara,tor or a,y of its Subsidiaries of or under aiy Environmenta La,v, (B) alega:l falureby the
Guara,tor or a,y of itsSubsidiaiesto havea,y environmenta permit, certificate, license, cpprova,
registration or aithorization required in connedion with the conduct of its business or (C)
generation, storcge, treament, di~osa , tra,~ortaion or rel ease of Hazardous Substa,ces;
(ii)
to the Guarantor's or any of its Subsidiaries' knowledge, no Hazardous Substance
has beer1 releasa::l (aid no written notification of such release has beer1 filed) (whether or not in a
reportcble or threshold plaining qua,tity) at, in, from, on or under a,y property now or previously
owned, leasa::l or operated by the Guara,tor or aiy of its Subsidiaries; and
(iii)
no property now or previously owned, leasa::l or operated by the Guaraitor or a,y
of its Subsidiaries or, to the Guarantor's or any of its Subsidiaries' knowledge, any property to
which the Guaa,tor or a,y of its Subsi di ai es has, directly or i ndi rectl y , tra,~orted or ara,ged
for the transportation of any Hazardous Substances, is listed or, to the Guarantor's or any of its
Subsidiaries' knowledge, proposed for listing, on the Nationa Priorities List promulgated pursuait
to the Comprehensive Environmenta Re:ponse, Compensation and Licbility Act of 1980, as
amended ("CERCLA"), on CERCLIS (as defined in CERCLA) or on any similar federal, state or
foreign list of sites requiring investigation or clea,-up.
Ex~t as disclosed in or contemplata:l by the fina,cia statements referenca:l in Sa:;tion
(b)
5.04(a) cbove, or in a,y subsequent report of the Guaa,tor filed with the SEC on a Form 10-K, 10-Q or 8K Report, or otherwise furnished in writing to the A dministrative Agent and each Lender, to the Guarantor's
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and the requirements of any permits issued under such Environmental Laws), except to the extent (i) such compliance is being contested in good faith by appropriate proceedings or (ii) non-compliance would not reasonably be expected to materially and adversely affect the ability of the Loan Parties to perform any of their respective obligations under this Agreement, the Notes or any other Loan Document to which they are a party. (b) To the knowledge of the Borrower, the Borrower is in compliance with all applicable laws, regulations and orders of any Governmental Authority, domestic or foreign, in respect of the conduct of its business, except to the extent (i) such compliance is being contested in good faith by appropriate proceedings or (ii) non-compliance would not reasonably be expected to materially and adversely affect the ability of the Borrower to perform any of its obligations under this Agreement, the Notes or any other Loan Document to which it is a party. Section 5.12 No Default. No Default has occurred and is continuing. Section 5.13 Environmental Matters. (a) Except (x) as disclosed in or contemplated by the financial statements referenced in Section 5.04(a) above, or in any subsequent report of the Guarantor filed with the SEC on a Form 10-K, 10-Q or 8- K Report, or otherwise furnished in writing to the Administrative Agent and each Lender, or (y) to the extent that the liabilities of the Guarantor and its Subsidiaries, taken as a whole, that relate to or could reasonably be expected to result from the matters referred to in clauses (i) through (iii) below of this Section 5.13(a), inclusive, would not reasonably be expected to result in a Material Adverse Effect: (i) no notice, notification, citation, summons, complaint or order has been received by the Guarantor or any of its Subsidiaries, no penalty has been assessed nor is any investigation or review pending or, to the Guarantor’s or any of its Subsidiaries’ knowledge, threatened by any
governmental or other entity with respect to any (A) alleged violation by or liability of the Guarantor or any of its Subsidiaries of or under any Environmental Law, (B) alleged failure by the Guarantor or any of its Subsidiaries to have any environmental permit, certificate, license, approval, registration or authorization required in connection with the conduct of its business or (C) generation, storage, treatment, disposal, transportation or release of Hazardous Substances; (ii) to the Guarantor’s or any of its Subsidiaries’ knowledge, no Hazardous Substance has been released (and no written notification of such release has been filed) (whether or not in a reportable or threshold planning quantity) at, in, from, on or under any property now or previously owned, leased or operated by the Guarantor or any of its Subsidiaries; and (iii) no property now or previously owned, leased or operated by the Guarantor or any of its Subsidiaries or, to the Guarantor’s or any of its Subsidiaries’ knowledge, any property to which the Guarantor or any of its Subsidiaries has, directly or indirectly, transported or arranged for the transportation of any Hazardous Substances, is listed or, to the Guarantor’s or any of its Subsidiaries’ knowledge, proposed for listing, on the National Priorities List promulgated pursuant to the Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended (“CERCLA”), on CERCLIS (as defined in CERCLA) or on any similar federal, state or foreign list of sites requiring investigation or clean-up. (b) Except as disclosed in or contemplated by the financial statements referenced in Section 5.04(a) above, or in any subsequent report of the Guarantor filed with the SEC on a Form 10-K, 10-Q or 8- K Report, or otherwise furnished in writing to the Administrative Agent and each Lender, to the Guarantor’s 32 #93052149v11

knowledge, there a-e no Environmenta Lia:>ilities that have resulted or could rearona:>ly be expocted to
result in a Materia Adverse Effoct.
For purposes of this Soction 5.13, the terms "the Guarantor" and "Subsidiary" shall include
(c)
any business or business entity (induding a corporaion) which is a predecesoor, in whole or in part, of the
Gua-antor or any of its Subsi di a-i es from the ti me such business or business entity bocame a Subsidiary of
the Gua-antor.
Soction 5.14

Maeria Subsidia-ies and Ownership.

(a)
As of the Effoctive Date, (i) Schedule 5.14 states the name of each of the Guarantor's
Maeria Subsidia-iesand its jurisdiction or jurisdictions of organization or incorporaion, asapplica:>le, (ii)
exCEpt asdioclosed in Schedule5.14, ea::h such Subsidiary is a Wholly Owned Subsidia-y of theGua-antor,
and (iii) each of the Guarantor's Material Subsidiaries is in good standing in the jurisdiction or jurisdictions
of its organization or incorporation, as ~ lica:>le, and has al corporate or other organizationa powers to
ca-ry on its businesses exCEpt where failure to do oo would not rearona:>ly be expocted to have a Maeria
Adverse Effoct.
(b)
Each of the Guarantor's Material Subsidiaries is duly organized or incorporated and vaidly
existing under the lwsof the jurisdiction or jurisdictions of its organization or incorporation, asapplica:>le.
Soction 5.15 OFAC. None of the Borrower, the Gua-antor any Subsidiary of the Gua-antcr,
nor, to the knowledge of the Gua-antor or the Borrower, any diroctor, officer, or Affiliate of the Borrower,
the Gua-antor or any of its Subsidia-ies: (i) is a Sanctioned Perron, (ii) has more than 10% of its assets in
Sanctioned Peroonsor in Sanctioned Countries, or (iii) derives more than 10% of itsoperaing income from
investments in, or transactions with Sanctioned Peroons or Sanctioned Countries. The proceeds of any
Loan wi 11 not be used, di roctl y or i ndi roctl y, to fund any acti vi ti es or business of or with any Sanctioned
Perron, or in any Sanctioned Country.
Soction 5.16 Anti-Corruption. None of the Borrower, the Gua-antor or any of its Subsidia-ies
nor, to the knowledge of the Borrower or the Gua-antor, any diroctor, officer, agent, employee or other
peroon acting on beha f of the Borrower or the Gua-antor or any of its Subsi di a-i es is wa-e of or has ta<en
any action, diroctly or indiroctly, thct would result in a violaion by such peroons of the Foreign Corrupt
Practices Act of 1977, as amended, and the rules and regulations thereunder (the "FCPA") or any other
applica:>le anti-corruption lw; and the Loan Parties have instituted and maintain policies and procedures
designed to ensure conti nued compliance therewith. No part of the proceeds of the Loans will be used,
diroctly or indiroctly, for any payments to any governmenta officia or employee, pol itica party, officia
of a politica party, candidae for politica office, or anyone else acting in an officia capacity in violation
of the FCPA or any other appl i ca:>I e anti-corruption Iw.
ART ICLE VI
COVENANTS
Each Loan Pa-ty ~rees tha oo Iong as any Lender has any Commitment hereunder or any amount
paya:>le hereunder or under any Note or other Loan Document remains unpaid:
Soction 6.01
l nformaion. The Loan Pa-ties will del iver or cause to be delivered to ea::h of the
Lenders (it being understood that the posting of the information required in dauses (a). (Q) and ill of this
Soction 6.01 on the Borrower's website or the Guarantor's website (http://v.l\vw.pplweb.com) or making
such informaion avai la:>le on lntralinks, SyndTra< (or simila- service) shal be deemed to be effoctive
deli very to the Lenders):
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knowledge, there are no Environmental Liabilities that have resulted or could reasonably be expected to result in a Material Adverse Effect. (c) For purposes of this Section 5.13, the terms “the Guarantor” and “Subsidiary” shall include any business or business entity (including a corporation) which is a predecessor, in whole or in part, of the Guarantor or any of its Subsidiaries from the time such business or business entity became a Subsidiary of the Guarantor. Section 5.14 Material Subsidiaries and Ownership. (a) As of the Effective Date, (i) Schedule 5.14 states the name of each of the Guarantor’s Material Subsidiaries and its jurisdiction or jurisdictions of organization or incorporation, as applicable, (ii) except as disclosed in Schedule 5.14, each such Subsidiary is a Wholly Owned Subsidiary of the Guarantor, and (iii) each of the Guarantor’s Material Subsidiaries is in good standing in the jurisdiction or jurisdictions of its organization or incorporation, as applicable, and has all corporate or other organizational powers to carry on its businesses except where failure to do so would not reasonably be expected to have a Material Adverse Effect. (b) Each of the Guarantor’s Material Subsidiaries is duly organized or incorporated and validly existing under the laws of the jurisdiction or jurisdictions of its organization or incorporation, as applicable. Section 5.15 OFAC. None of the Borrower, the Guarantor any Subsidiary of the Guarantor, nor, to the knowledge of the Guarantor or the Borrower, any director, officer, or Affiliate of the Borrower, the Guarantor or any of its Subsidiaries: (i) is a Sanctioned Person, (ii) has more than 10% of its assets in Sanctioned Persons or in Sanctioned Countries, or (iii) derives more than 10% of its operating income from investments in, or transactions with Sanctioned Persons or Sanctioned Countries. The proceeds of any Loan will not be used, directly or indirectly, to fund any activities or business of or with any Sanctioned
Person, or in any Sanctioned Country. Section 5.16 Anti-Corruption. None of the Borrower, the Guarantor or any of its Subsidiaries nor, to the knowledge of the Borrower or the Guarantor, any director, officer, agent, employee or other person acting on behalf of the Borrower or the Guarantor or any of its Subsidiaries is aware of or has taken any action, directly or indirectly, that would result in a violation by such persons of the Foreign Corrupt Practices Act of 1977, as amended, and the rules and regulations thereunder (the “FCPA”) or any other applicable anti-corruption law; and the Loan Parties have instituted and maintain policies and procedures designed to ensure continued compliance therewith. No part of the proceeds of the Loans will be used, directly or indirectly, for any payments to any governmental official or employee, political party, official of a political party, candidate for political office, or anyone else acting in an official capacity in violation of the FCPA or any other applicable anti-corruption law. ARTICLE VI COVENANTS Each Loan Party agrees that so long as any Lender has any Commitment hereunder or any amount payable hereunder or under any Note or other Loan Document remains unpaid: Section 6.01 Information. The Loan Parties will deliver or cause to be delivered to each of the Lenders (it being understood that the posting of the information required in clauses (a), (b) and (f) of this Section 6.01 on the Borrower’s website or the Guarantor’s website (http://www.pplweb.com) or making such information available on IntraLinks, SyndTrak (or similar service) shall be deemed to be effective delivery to the Lenders): 33 #93052149v11

(a)
Annual Financial Staements. Promptly when avalrole and in any event within ten (10)
days ater the date such informa:ion is require:J to be del ivere:J to the SEC (or, if the Guarantor is not a
Publ ic Reporting Company, within one hundre:J and five (105) days after the end of ea:h fioca yeEr of the
Guarantor), a conrolidate:J balance sheet of the Guarantor and its Consolidcie:J Subsidiaries as of the end
of such fioca yeEr and the relate:J conrolidate:J statements of income and cash flows for such fioca yeEr
and accompanie:J by an q::iinion tha-oon by independent publicaccountantsof rerognize:J naional standing,
which q::iinion shall state thci such conrolidate:J financial statema,ts presa,t farly the conrolidae:J
financial position of the Guarantor and its Conrolidcie:J Subsidiaries as of the dae of such financial
statements and the results of their q::>erations for the pa-iod covere:J by such financial statements in
conformity with GAAP c;pplie:J on a consistent basis.
(b)
Quarterly Financial Stciements. Proni:>tly whai avala:>le and in any event within ten (10)
days after the date such i nforma:ion is require:J to be delivere:J to the SEC (or, if the Guarantor is not a
Public Reporting C001)any, within sixty (60) days after the aid of ea:h quarterly fioca period in ea:h fioca
yeEr of the Guarantor (other than the last quarterly fioca period of the Guarantor)), a consolidcie:J balance
sheet of the Guarantor and its Consolidae:J Subsidiaries as of the aid of such quarter and the relate:J
conrolidate:J stciements of income and cash flows for such fioca quarter, all certifie:J (subje::t to normal
yeEr-end audit adjustments) as to farness of presa,tciion, GAAP and consistency by any Authorize:J
Officer of the Guarantor.
(c)
Officer 's Certi ficate. Simultan0'.)usly with thedeliva-y of ea:h set of financial stciements
referre:J to in subStdions (a) and .(Q} roove, a certificate of any Authorize:J Officer of the Guarantor, (i)
sating forth in reasona:>I e deta I the cal cul ati ons requi re:J to esta:>I ish compIi ance with the requirements of
Soction 6.09 on thedcieof such financial stciementsand (ii) stating whether thereexistson the date of such
certificate any Default and, if any Default thai exists, sating forth thedetalstha-0'.)f and the action which
the c;ppl icrol e Loan Party is tal<i ng or prq::ioses to tal<e with re;pe::t thereto.
(d)
Default. Forthwith upon acquiring knowle:Jge of the occurrence of any (i) Default or
(i i) Event of Default, in either caseacertificcieof an Authorize:J Officer of theappl icroleloan Party sating
forth the deta Is ther0'.)f and the action which the c;ppl i crol e Loan Party is tal<i ng or prq::ioses to tal<e with
re;pe::t tha-eto.
(e)
Change in Borrower's Ratings. Prorrptly, upon any Authorize:J Officer obtaning
knowledge of any change in a Borrower' s Rating, a notice of such Borrower's Rating in effect after giving
effe::t to such change.
Soo..Jrities Laws Fi ling. To the extent the Guarantor or the Borrower is a Public Reporting
(f)
Company, promptly when avalrole and in any event within ten (10) days ctta- the dcie such information
is ra:iui re:J to be del i vere:J to the SEC, a cq::iy of any Form 10-K Report to the SEC and a cq::iy of any Form
10-Q Report to the SEC, and promptly upon the filing ther0'.)f, any other fi lings with the SEC.
(g)
ERISA. Matters. If and when any member of the ERISA. Group: (i) gives or isrequire:J to
give notice to the PBGC of any " reportable event" (as defined in Section 4043 of ERi SA.) with re;pe::t to
any M a:eri al A an which might constitute grounds for a termination of such A an under Ti tie IV of ERi SA.,
or knows that the plan administrator of any Material Aan has given or isra:iuire:J to givenoticeof any such
reporta:>le event, a cq::iy of the notice of such reporta:>le event given or ra:iuire:J to be given to the PBGC;
(i i) re'.)eives, with re;pe::t to any Maerial Aan tha is a Multi employer Aan, notice of any complete or
partial withdrawal liroil ity under Title IV of ERISA., or notice that any Multiemployer Aan is in
r0'.)rganization, is insolvent or has been ta-mincie:J, a cq::iy of such notice; (i ii) re'.)eives notice from the
PBGC under Title IV of ERISA. of an intent totermina:e, impose material lia:>ility (otha-thanfor premiums
under Soction 4007 of ERlSA.) in re;pe::t of, or appoint a trustee to administer any Mcierial Aan, acq::iy of
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(a) Annual Financial Statements. Promptly when available and in any event within ten (10) days after the date such information is required to be delivered to the SEC (or, if the Guarantor is not a Public Reporting Company, within one hundred and five (105) days after the end of each fiscal year of the Guarantor), a consolidated balance sheet of the Guarantor and its Consolidated Subsidiaries as of the end of such fiscal year and the related consolidated statements of income and cash flows for such fiscal year and accompanied by an opinion thereon by independent public accountants of recognized national standing, which opinion shall state that such consolidated financial statements present fairly the consolidated financial position of the Guarantor and its Consolidated Subsidiaries as of the date of such financial statements and the results of their operations for the period covered by such financial statements in conformity with GAAP applied on a consistent basis. (b) Quarterly Financial Statements. Promptly when available and in any event within ten (10) days after the date such information is required to be delivered to the SEC (or, if the Guarantor is not a Public Reporting Company, within sixty (60) days after the end of each quarterly fiscal period in each fiscal year of the Guarantor (other than the last quarterly fiscal period of the Guarantor)), a consolidated balance sheet of the Guarantor and its Consolidated Subsidiaries as of the end of such quarter and the related consolidated statements of income and cash flows for such fiscal quarter, all certified (subject to normal year-end audit adjustments) as to fairness of presentation, GAAP and consistency by any Authorized Officer of the Guarantor. (c) Officer’s Certificate. Simultaneously with the delivery of each set of financial statements referred to in subsections (a) and (b) above, a certificate of any Authorized Officer of the Guarantor, (i) setting forth in reasonable detail the calculations required to establish
compliance with the requirements of Section 6.09 on the date of such financial statements and (ii) stating whether there exists on the date of such certificate any Default and, if any Default then exists, setting forth the details thereof and the action which the applicable Loan Party is taking or proposes to take with respect thereto. (d) Default. Forthwith upon acquiring knowledge of the occurrence of any (i) Default or (ii) Event of Default, in either case a certificate of an Authorized Officer of the applicable Loan Party setting forth the details thereof and the action which the applicable Loan Party is taking or proposes to take with respect thereto. (e) Change in Borrower’s Ratings. Promptly, upon any Authorized Officer obtaining knowledge of any change in a Borrower’s Rating, a notice of such Borrower’s Rating in effect after giving effect to such change. (f) Securities Laws Filing. To the extent the Guarantor or the Borrower is a Public Reporting Company, promptly when available and in any event within ten (10) days after the date such information is required to be delivered to the SEC, a copy of any Form 10-K Report to the SEC and a copy of any Form 10-Q Report to the SEC, and promptly upon the filing thereof, any other filings with the SEC. (g) ERISA Matters. If and when any member of the ERISA Group: (i) gives or is required to give notice to the PBGC of any “reportable event” (as defined in Section 4043 of ERISA) with respect to any Material Plan which might constitute grounds for a termination of such Plan under Title IV of ERISA, or knows that the plan administrator of any Material Plan has given or is required to give notice of any such reportable event, a copy of the notice of such reportable event given or required to be given to the PBGC; (ii) receives, with respect to any Material Plan that is a Multiemployer Plan, notice of any complete or partial withdrawal liability under Title IV of ERISA, or notice that any Multiemployer Plan is in
reorganization, is insolvent or has been terminated, a copy of such notice; (iii) receives notice from the PBGC under Title IV of ERISA of an intent to terminate, impose material liability (other than for premiums under Section 4007 of ERISA) in respect of, or appoint a trustee to administer any Material Plan, a copy of 34 #93052149v11

9.Jch notice; (iv) cl)pli es for a waiver of the minimum funding standa-d under Section 412 of the lnterna
Revenue Code with re:pect to a Maeria Aan, a oopy of SJch cl)plication; (v) gives notice of intent to
terminate any Aan under Section 4041(c) of ERISA., aoopy of SJch notice and other informction filed with
the PBGC; (vi) gives notice of withdrawa from any Aan purSJant to Section 4063 of ERISA. , a oopy of
9.Jch notice; or (vii) fa Is to ma<e any payment or contribution to any A an or ma<es any a-nendment to any
A an which ha:; rerul ted or could rerul t in the imposition of a Li en or the posting of a bond or other security,
a oopy of SJch notice, and in eoch case a certificate of the chief occounting officer or controller of the
Borrower sating forth deta ls a:; to SJch occurrence and action, if any, which the Borrower or applicable
member of the ERi SA. Group is required or prq:>oses to ta<e.
(h}
Other Information. From time to time SJch additional finanda or other informaion
rega-ding the financial condition, rerults of q:>eralions, prq:>erties, assets or business of the Gua-antor or
any of its Subsidia-iesa:; any Lender may rearonably request, and to the extent such Loan Party is a "legal
entity customer" under the Beneficial Ownership Regulation, such certifications as to its beneficial
ownerS'lip a:; any Lender S'lal rearonably request to enable SJch Lender to corrply with the Beneficial
O.VnerS'lip Regulation.
Each Loan Pa-ty hereby acknowledges that (a) theAdministraliveAgent will ma<eavalableto the
Lenders materias and/or information provided by or on behaf of the Loan Pa-ties hereunder (collectively,
"Borrower Maerials") by posting the Borrower Materias on Intra.inks, SyndTra< or another similaelectronic system (the " Aatform") and (b) certain of the Lenders may be " public-side" Lenders (i.e.,
Lenders tha do not wish to receive maerial non-publ ic informaion with re:pect to the Loan Pa-ties or their
re:poctive securiti es) (each, a " Public Lender"). Each Loan Party hereby agrees that it will use
commerd a Iy rearonabl e efforts to identify tha portion of the Borrower M aeri as that may be distributed
to the Public Lenders and tha (w) all SJch Borrower Materials S'lal be deEl'ly and compicuously ma-ked
"PUBLIC" which, at a minimum, shall mean that the word "PUBLIC" shall appear prominently on the first
page theroof; (x) by marking Borrower Materials "PUBLIC," the Borrower shall be deemed to have
authorized the Administraive Agent and the Lenders to treat SJch Borrower Materias as not contaning
any ma:erial non-public information (although it may be sensitive and prq:>rieta-y) with re:poct to any Loan
Pa-ty or its securities for purposes of United States Federal and state securities la.vs (provided, however,
tha to the extent SJch Borrower Materias constitute Information (as defined below), they shall be treated
as set forth in Section 9.12); (y) all Borrower Materials marked "PUBLIC" are permitted to be made
available through a portion of the Platfonn designated " Public Investor;" and (z) the Admi nistraive Agent
shall be entitled to treat any Boffower Materials that are not marked "PUBLIC" as being SJitable only for
posting (9.Jbjoct to Section 9.12) on a portion of the Platfonn not designated "Public investor."
" Infomrntion" means all information received from the Guarantor or any of its Subsidiaries relating to the
Gua-antor or any of its Subsidiaries or any of their re:poctive businesses, other than any SJch information
tha is avalable to the Administrative Agent or any Lender on a nonconfidentia basis prior to dirooSJre
by the Gua-antor or any of its Subsidia-ies; provided that, in the case of information receivoo from the
Gua-antor or any of its Subsidia-ies after the Effective Date, SJch informaion is deEl'ly identifioo at the
time of del ivery as confidential . Any Person requiroo to maintain the confidentiality of lnformaion as
providoo in this Section sha l be considered to havecornplioo with itsobligaion todoso if SJch Person has
exercisoo the same degree of ca-e to maintain theconfidentiaity of SJch Information as such Person would
accord to its own confidential information.
Section 6.02
Maintenance of Insurance. Each Loan Pa-ty will maintain, or cause to be
maintained, inSJrancewith financialy sound (determined in therearonablejudgma,t of the Borrower) and
re:ponsible corrpanies in such amounts (and with SJch risk retentions) and against SJch risks as is uSJa ly
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such notice; (iv) applies for a waiver of the minimum funding standard under Section 412 of the Internal Revenue Code with respect to a Material Plan, a copy of such application; (v) gives notice of intent to terminate any Plan under Section 4041(c) of ERISA, a copy of such notice and other information filed with the PBGC; (vi) gives notice of withdrawal from any Plan pursuant to Section 4063 of ERISA, a copy of such notice; or (vii) fails to make any payment or contribution to any Plan or makes any amendment to any Plan which has resulted or could result in the imposition of a Lien or the posting of a bond or other security, a copy of such notice, and in each case a certificate of the chief accounting officer or controller of the Borrower setting forth details as to such occurrence and action, if any, which the Borrower or applicable member of the ERISA Group is required or proposes to take. (h) Other Information. From time to time such additional financial or other information regarding the financial condition, results of operations, properties, assets or business of the Guarantor or any of its Subsidiaries as any Lender may reasonably request, and to the extent such Loan Party is a “legal entity customer” under the Beneficial Ownership Regulation, such certifications as to its beneficial ownership as any Lender shall reasonably request to enable such Lender to comply with the Beneficial Ownership Regulation. Each Loan Party hereby acknowledges that (a) the Administrative Agent will make available to the Lenders materials and/or information provided by or on behalf of the Loan Parties hereunder (collectively, “Borrower Materials”) by posting the Borrower Materials on IntraLinks, SyndTrak or another similar electronic system (the “Platform”) and (b) certain of the Lenders may be “public-side” Lenders (i.e., Lenders that do not wish to receive material non-public information with respect to the Loan Parties or their respective securities) (each, a
“Public Lender”). Each Loan Party hereby agrees that it will use commercially reasonable efforts to identify that portion of the Borrower Materials that may be distributed to the Public Lenders and that (w) all such Borrower Materials shall be clearly and conspicuously marked “PUBLIC” which, at a minimum, shall mean that the word “PUBLIC” shall appear prominently on the first page thereof; (x) by marking Borrower Materials “PUBLIC,” the Borrower shall be deemed to have authorized the Administrative Agent and the Lenders to treat such Borrower Materials as not containing any material non-public information (although it may be sensitive and proprietary) with respect to any Loan Party or its securities for purposes of United States Federal and state securities laws (provided, however, that to the extent such Borrower Materials constitute Information (as defined below), they shall be treated as set forth in Section 9.12); (y) all Borrower Materials marked “PUBLIC” are permitted to be made available through a portion of the Platform designated “Public Investor;” and (z) the Administrative Agent shall be entitled to treat any Borrower Materials that are not marked “PUBLIC” as being suitable only for posting (subject to Section 9.12) on a portion of the Platform not designated “Public Investor.” “Information” means all information received from the Guarantor or any of its Subsidiaries relating to the Guarantor or any of its Subsidiaries or any of their respective businesses, other than any such information that is available to the Administrative Agent or any Lender on a nonconfidential basis prior to disclosure by the Guarantor or any of its Subsidiaries; provided that, in the case of information received from the Guarantor or any of its Subsidiaries after the Effective Date, such information is clearly identified at the time of delivery as confidential. Any Person required to maintain the confidentiality of Information as provided in this Section shall be
considered to have complied with its obligation to do so if such Person has exercised the same degree of care to maintain the confidentiality of such Information as such Person would accord to its own confidential information. Section 6.02 Maintenance of Insurance. Each Loan Party will maintain, or cause to be maintained, insurance with financially sound (determined in the reasonable judgment of the Borrower) and responsible companies in such amounts (and with such risk retentions) and against such risks as is usually 35 #93052149v11

ca-ri e:I by owners of si mi Iar businesses and prq:>erti es in the sane general a-eas in which such Loan Paiy
operaes.
SEdion 6.03
Conduct of Business and Maintenance of Existence. Ecdl Loan Paiy will
(a) continue to en~e in businesses of the sane general type as now conducte:I by such Loan Pa1y and, in
the case of the Gua-antor, its Subsi di a-i es and businesses rel ae:I thereto or a-i sing out of such businesses,
exCEl)t to the extent that the failure to maintain any existing business would not have a Maerial Adva-se
Effa::t and (b) exCEl)t as otha-wise pa-mitte:I in SEdion 6.07, preserve, rene.v and keep in full force and
effa::t, and will cause eoch of its Subsidia-ies to preserve, rene.v and keep in full force and effa::t, their
re:pa::tive corporate (or otha- entity) existence and their re:pa::tive rights, privil~es and franchises
na:;essary or mata-ial to the normal conduct of business, exCEl)t, in eoch case, where the failure to do ro
could not reas:>nably be expa::te:I to have a Material Adva-se Effa::t.
SEdion 6.04
Corrpliance with Laws. Etc. Ecdl Loan Paiy will comply with all c:pplicable
laws, r~ulaionsand orders of any Governmental Authority, domestic or foreign, in re:pa::t of the conduct
of its business and the owna-ship of its prq:>erty (including, without limitaion, compliance with all
c:pplicable ERISA. and Environmental Laws and the requirements of any pa-mits issue:! under such
Environmental Laws), exCEl)I to the extent (a) such corrpliance is being conteste:I in good faith by
c:pprq:>riateprocee:lingsor (b) noncorrpliancecould not reas:>nably beexpa::te:I to haveaMaerial Adverse
Effa::t.
SEdion 6.05
Books and Records. Ecdl Loan Paiy (a) will keep, and, in the case of the
Gua-antor, will cause eoch of its Subsidia-ies to keep, prq:>a- books of rocord and occount in conformity
with GAAPand (b) will permit representatives of theAdministraiveAgent and eoch of theLenda-stovisit
and in!'l)a::t any of their re:pa::tive properties, to examine and make eq:>ies from any of their re:pa::tive
books and rax>rds and to discuss their re:pa::tive affairs, finances and a:::counts with their offica-s, any
arpl oyees and independent public a:::countants, al I at such rem:>nabl e ti mes and as often as may rem:>nabl y
be desire:!; provide:!, tha, the rights creEte:I in this SEdion 6.05 to "visit", "inspect", "discuss" and copy
shall not extend to any matta-s which such Loan Paiy deems, in good faith, to be confidentia , unless the
AdministraiveAgent and any such Lender ~ree in writing to keep such matta-s confidential.
SEdion 6.06
Use of Procee:ls. The procee:ls of the Loans made unda- this Agreement will be
use:! by the Borrower for gene-al corporae purposes of the Borrower and its Affiliaes, including for
working cc:pital purposes and for making investments in or loanstotheGua-antor andAffiliatesof the Loan
Paiies. No such use of the procee:ls for gene-al corporate purposes will be, dira::tly or indira::tly, for the
purpose, whether imme:liae, incidental or ultimate, of buying or ca-rying any Ma-gin Stock within the
meE11ing of R~ulation U. The procee:ls of any Loan will not be use:!, dira::tly or indira::tly, to fund any
activities or business of or with any Sanctione:I Perron, or in any Sanctione:I Country.
Sa::tion 6.07
Merger or Conrolidation. No Loan Paiy will merge with or into or conrolidate
with or into any otha- corporation or entity, unless(a) imme:liately after giving effa::t tha-eto, no event shall
occur and be continuing which constitutes a Default, (b) the surviving or resulting Perron, as the case may
be, assumes and ~rees in writing to pay and pertorm al I of the obi i gai ons of such Loan Paiy unda- this
Agreemer,t, (c) in the case of the Guarantor, substantially al l of the conrolidae:I assets and conrolidae:I
revenues of the surviving or resulting Perron, as the case may be, a-e anticipae:I to come from the util ity
or energy businesses and (d) in the case of the Borrower, the senior unSEO.Jre:I long-ta-m del:lt ratings
(without giving effa::t to any third pa-ty cre:lit enhancement exCEl)t for a gua-anty of the Gua-antor or a
pa-mitte:I succesoor) from both Raing Agencies of the surviving or resulting Perron, as the case may be,
imme:liaely following themerga- or conrolidation is equal to or greaa- than the Borrower's Raingsfrom
both Rating Agencies i mme:li ael y pra::a:ti ng the announoa-nent of such conrol i dati on or ma-ger.
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carried by owners of similar businesses and properties in the same general areas in which such Loan Party operates. Section 6.03 Conduct of Business and Maintenance of Existence. Each Loan Party will (a) continue to engage in businesses of the same general type as now conducted by such Loan Party and, in the case of the Guarantor, its Subsidiaries and businesses related thereto or arising out of such businesses, except to the extent that the failure to maintain any existing business would not have a Material Adverse Effect and (b) except as otherwise permitted in Section 6.07, preserve, renew and keep in full force and effect, and will cause each of its Subsidiaries to preserve, renew and keep in full force and effect, their respective corporate (or other entity) existence and their respective rights, privileges and franchises necessary or material to the normal conduct of business, except, in each case, where the failure to do so could not reasonably be expected to have a Material Adverse Effect. Section 6.04 Compliance with Laws, Etc. Each Loan Party will comply with all applicable laws, regulations and orders of any Governmental Authority, domestic or foreign, in respect of the conduct of its business and the ownership of its property (including, without limitation, compliance with all applicable ERISA and Environmental Laws and the requirements of any permits issued under such Environmental Laws), except to the extent (a) such compliance is being contested in good faith by appropriate proceedings or (b) noncompliance could not reasonably be expected to have a Material Adverse Effect. Section 6.05 Books and Records. Each Loan Party (a) will keep, and, in the case of the Guarantor, will cause each of its Subsidiaries to keep, proper books of record and account in conformity with GAAP and (b) will permit representatives of the Administrative Agent and each of the Lenders to visit and inspect any of their respective properties, to examine and make
copies from any of their respective books and records and to discuss their respective affairs, finances and accounts with their officers, any employees and independent public accountants, all at such reasonable times and as often as may reasonably be desired; provided, that, the rights created in this Section 6.05 to “visit”, “inspect”, “discuss” and copy shall not extend to any matters which such Loan Party deems, in good faith, to be confidential, unless the Administrative Agent and any such Lender agree in writing to keep such matters confidential. Section 6.06 Use of Proceeds. The proceeds of the Loans made under this Agreement will be used by the Borrower for general corporate purposes of the Borrower and its Affiliates, including for working capital purposes and for making investments in or loans to the Guarantor and Affiliates of the Loan Parties. No such use of the proceeds for general corporate purposes will be, directly or indirectly, for the purpose, whether immediate, incidental or ultimate, of buying or carrying any Margin Stock within the meaning of Regulation U. The proceeds of any Loan will not be used, directly or indirectly, to fund any activities or business of or with any Sanctioned Person, or in any Sanctioned Country. Section 6.07 Merger or Consolidation. No Loan Party will merge with or into or consolidate with or into any other corporation or entity, unless (a) immediately after giving effect thereto, no event shall occur and be continuing which constitutes a Default, (b) the surviving or resulting Person, as the case may be, assumes and agrees in writing to pay and perform all of the obligations of such Loan Party under this Agreement, (c) in the case of the Guarantor, substantially all of the consolidated assets and consolidated revenues of the surviving or resulting Person, as the case may be, are anticipated to come from the utility or energy businesses and (d) in the case of the Borrower, the senior unsecured long-term debt ratings
(without giving effect to any third party credit enhancement except for a guaranty of the Guarantor or a permitted successor) from both Rating Agencies of the surviving or resulting Person, as the case may be, immediately following the merger or consolidation is equal to or greater than the Borrower’s Ratings from both Rating Agencies immediately preceding the announcement of such consolidation or merger. 36 #93052149v11

SEdion 6.08
AS!!S. Saes. ExCEpt for the sae of assets requiroo to be sold to conform with
governmental requi rernents, the Gua-antor a-id its Material SUbsi di a-i es shal I not consummate a-iy A S'!!S.
Sae, if the ~gregate net book value of al I such AS!!S. Sa es oonsummatoo during the four cal enda- qua-ters
immooiaely pra::eding a-iy date of determination would exceoo 25% of the total assets of the Gua-a-itor
and its Consolidated Subsidiaries as of the beginning of the Guarantor's most recently ended full fiscal
qua-ter: provi doo, however, that a-iy such AS!!S. Sae wi 11 be di srega-doo for purposes of the 25% Ii mi tati on
~ecifioo roove: (a) if a-iy such AS!!S. Sae is in the ordinary course of business of the Gua-a-itor and its
SUbsidia-ies; (b) if theassetssubject toa-iy suchAS!!S. Saeareworn out or a-enolonger useful or ne;;essa-y
in connection with the operation of the businesses of the Gua-a-itor or its SUbsidia-ies; (c) if the assets
subject to a-iy such AS!!S. Sae a-ebeing tra-isferroo to a Wholly ONnoo SUbsidiary of the Gua-a-itor; (d) if
the proceoos from a-iy such AS!!S. Sae (i) are, within twelve (12) months of such AS!!S. Sae, investoo or
reinvestoo by the Gua-antor or a-iy SUbsidia-y in a Permittoo Business, (i i) a-e usa:J by the Guarantor or
any SUbsi diary to repay Debt of the Gua-a-itor or such SUbsi diary, or (ii i) a-e retai noo by the Gua-antor or
any SUbsidiary; or (e) if, prior to any such AS!!S. Sae, both Raing Agencies confirm the then-current
Borrower's Raingsafter giving effect to any such AS!!S. Sae.
SEdion 6.09
Consolidctoo Debt toConsolidatoo Croitalizaion Ratio. Theratioof Consolidatoo
Debt of the Gua-a-itor to Consoli datoo C~i tali zati on of the Gua-antor shal I not exceoo 70%, measuroo as
of the end of each fiocal qua-ter.
ARTICLE VII
DEFAULTS
SEdion 7.01
Events of Defadt. lf one or more of the following events (each an " Event of
Defa..Jlt") shall have occurred and be continuing:
(a)
neither Loan Paiy shall pay when due any principal on a-iy Loans or Reimbursement
Obligations; or
(b)
neither Loan Paiy shall pay when due any interest on the Loans a-id Reimbursement
Obligations, any fee or any other amount payable hereunder or under any other Loan Document for five(5)
days fol Iowing the date such payment becomes due hereunder; or
(c)
a-iy Loan Pa-ty shall fal to observe or perform a-iy of its oovena-its or ~reements
oontanoo in SEdions 6.05(b). 6.06, 6.07, 6.08 or 6.09; or
(d)
any Loan Paiy shall fal to observe or perform a-iy of its oovena-its or ~reements
oontanoo in SEdion 6.01{d){i) for 30 daysa'ter a-iy such failure or in SEdion 6.01{d)(ii) for ten (10) days
after a-iy such fa Iure; or
(e)
any of the Loan Paiies shall fail to observe or perform any oovena-it or ~reement
oontanoo in this Agreement or a-iy other Loan Document (other tha-i thoseooveroo by daises (a), (b), (c)
or (d) above) for thirty (30) days dter written notice thereof has been given to the defail ting pa-ty by the
Administrciive Agent, or a the request of the Requiroo Lenders; or
(f)
any representation, warra-ity or certificaion made by a-iy Loan Paiy in this Agreement or
any other Loan Document or in a-iy certificate, financial statement or other document del iveroo pursuant
hereto or thereto shal I prove to have been i noorrect in any maeri al r~ect when made or deemoo made; or
(g)
a-iy Loan Paiy shal l (i) fal to pay any principal or interest, rega-dless of amount, due in
r~ect of any Material Debt beyond a-iy period of grace providoo with r ~ thereto, or (ii) f ai I to observe
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Section 6.08 Asset Sales. Except for the sale of assets required to be sold to conform with governmental requirements, the Guarantor and its Material Subsidiaries shall not consummate any Asset Sale, if the aggregate net book value of all such Asset Sales consummated during the four calendar quarters immediately preceding any date of determination would exceed 25% of the total assets of the Guarantor and its Consolidated Subsidiaries as of the beginning of the Guarantor’s most recently ended full fiscal quarter; provided, however, that any such Asset Sale will be disregarded for purposes of the 25% limitation specified above: (a) if any such Asset Sale is in the ordinary course of business of the Guarantor and its Subsidiaries; (b) if the assets subject to any such Asset Sale are worn out or are no longer useful or necessary in connection with the operation of the businesses of the Guarantor or its Subsidiaries; (c) if the assets subject to any such Asset Sale are being transferred to a Wholly Owned Subsidiary of the Guarantor; (d) if the proceeds from any such Asset Sale (i) are, within twelve (12) months of such Asset Sale, invested or reinvested by the Guarantor or any Subsidiary in a Permitted Business, (ii) are used by the Guarantor or any Subsidiary to repay Debt of the Guarantor or such Subsidiary, or (iii) are retained by the Guarantor or any Subsidiary; or (e) if, prior to any such Asset Sale, both Rating Agencies confirm the then-current Borrower’s Ratings after giving effect to any such Asset Sale. Section 6.09 Consolidated Debt to Consolidated Capitalization Ratio. The ratio of Consolidated Debt of the Guarantor to Consolidated Capitalization of the Guarantor shall not exceed 70%, measured as of the end of each fiscal quarter. ARTICLE VII DEFAULTS Section 7.01 Events of Default. If one or more of the following events (each an “Event of Default”) shall have occurred and be continuing: (a) neither Loan Party shall pay when due any principal on
any Loans or Reimbursement Obligations; or (b) neither Loan Party shall pay when due any interest on the Loans and Reimbursement Obligations, any fee or any other amount payable hereunder or under any other Loan Document for five (5) days following the date such payment becomes due hereunder; or (c) any Loan Party shall fail to observe or perform any of its covenants or agreements contained in Sections 6.05(b), 6.06, 6.07, 6.08 or 6.09; or (d) any Loan Party shall fail to observe or perform any of its covenants or agreements contained in Section 6.01(d)(i) for 30 days after any such failure or in Section 6.01(d)(ii) for ten (10) days after any such failure; or (e) any of the Loan Parties shall fail to observe or perform any covenant or agreement contained in this Agreement or any other Loan Document (other than those covered by clauses (a), (b), (c) or (d) above) for thirty (30) days after written notice thereof has been given to the defaulting party by the Administrative Agent, or at the request of the Required Lenders; or (f) any representation, warranty or certification made by any Loan Party in this Agreement or any other Loan Document or in any certificate, financial statement or other document delivered pursuant hereto or thereto shall prove to have been incorrect in any material respect when made or deemed made; or (g) any Loan Party shall (i) fail to pay any principal or interest, regardless of amount, due in respect of any Material Debt beyond any period of grace provided with respect thereto, or (ii) fail to observe 37 #93052149v11

or perform a,y other term, oovena,t, condition or ~reement contaned in a,y ~reement or instrument
evidencing or governing a,y such Material Doot beyond a,y period of groce provided with re;pEci therao
if theeffEci of a,y fa lurereterred to in thisdaise (ii) isto caise, or to permit the holder or holders of such
Doot or a trustee on its or their behalf to caise, such Doot to ooxime due prior to its stated maturity; or
a,y Loa, Paiy shal I commence a vol unta-y case or other proceeding seeking Ii qui dcti on,
(h)
reorga,ization or other relief with re;pEci to itself or its doots under a,y ba,kruptcy, inoolvency or other
similcr 1cm now or hereafter in etfEci or seeking thecµpointment of a trustee, receiver, liquidator, custodia,
or other similcr official of it or a,y substa,tial pcrt of its property, or shall consent to a,y such relief or to
the cµpointment of or tal<ing possession by a,y such official in a, involuntcry case or other proceeding
commenced ~anst it, or shall mal<eageneral assignment for the benefit of creditors, or shall fal generally
to pay, or shall oomit in writing its inroil ity to pay, itsdootsasthey ooximedue, or shall tal<ea,y corporcte
action to authorize a,y of the foregoing; or
(i)
a, involunta-y case or other proceeding shall be commenced ~nst a,y Loa, Paiy
seeking liquidation, reorga,izction or other relief with re;pEci to it or its doots under a,y ba,kruptcy,
inoolvency or other similcr law now or hereafter in effEci or seeking thecµpointment of a trustee, receiver,
Ii qui dater, custodi a, or other si mi Icr official of it or a,y substa,ti al pcrt of its property, a,d such i nvol unta-y
case or other proceeding shall reman undismissed a,d unstayed for a period of 60 days; or a, order for
relief shall be entered ~anst a,y Loa, Paiy under the Benkruptcy Code; or

G)
a,y member of the ERISA Group shall fal to pay when due a, crnount or crnounts
~gregating in excess of $50,000,000which it shal haveooxime lial:)leto pay under Title IV of ERISA; or
notice of intent to terminae a Material Aa, shall be filed under Title IV of ERISA by a,y member of the
ERI SA Group, a,y plen ooministrator or a,y combinction of the foregoing; or the PBGC shall institute
proceedings under Title IV of ERISA to termincte, to impose l iroility (other then for premiums under
Section 4007 of ERISA) in re;pEci of, or to caiseatrusteeto becµpointed to oominister eny Material Aen;
or a condi tion sha l exist by reaoon of which the PBGC would be entitled to obtan a decree oojudicating
thct eny Maeria Aen must be terminated; or there shal occur a complae or pcrtial withdrawal from, or
defrult, within the mea,ing of Section 4219(c)(5) of ERISA , with re;pEci to, one or more Multi employer
A a,s which could reaoonal:)Iy be expEcied to caise one or more members of the ERi SA Group to incur a
current payment obl igation in excess of $50,000,000; or
(k)
eny L001 Paiy sha l fal within sixty (60) days to pay, bond or otherwise discha-ge eny
judgment or order for the payment of money in excess of $20,000,000, entered ~anst it that is not stayed
on cµpeal or otherwise being cµproprictely contested in good fath; or
(I)

a Chenge of Control sha I have occurred; or

(m)
the Gucrenty shall cease to be in full force or etfEci or shall be found by eny judicia
proceeding to be unenforceoole or invaid; or the Gucrentor sha l deny or disaffirm in writing the
Guarantor's obligations under the Guaranty;
then, a,d in every such event, while such event is continuing, the Administrative Agent shall if requested
by the Lenders holding more then 50% of the sum of the ~gregate outsta,ding principa crnount of the
L oa,s at such ti me, by notice to the Borrower docl cre the L oa,s (togaher w ith occrued interest end accrued
a,d unpad fees thereon end al other crnounts due hereunder) to be, end the Loa,s shall thereupon become,
immedictely due end payal:)lewithout presentment, danaid, protest or other notice of eny kind (except as
set forth in daise (A) al:)ove), a l of which cre herooy waved by the Borrower: provided, that, in the case
of a,y Defailt or eny Event of Dei'ailt spe'.:ified in Section 7.01(h) or 7.010) al:)ove wi th r ~ to the
Borrower, without a,y notice to the Borrower or eny other act by theAdministrctiveAgent or eny Lender,
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or perform any other term, covenant, condition or agreement contained in any agreement or instrument evidencing or governing any such Material Debt beyond any period of grace provided with respect thereto if the effect of any failure referred to in this clause (ii) is to cause, or to permit the holder or holders of such Debt or a trustee on its or their behalf to cause, such Debt to become due prior to its stated maturity; or (h) any Loan Party shall commence a voluntary case or other proceeding seeking liquidation, reorganization or other relief with respect to itself or its debts under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, or shall consent to any such relief or to the appointment of or taking possession by any such official in an involuntary case or other proceeding commenced against it, or shall make a general assignment for the benefit of creditors, or shall fail generally to pay, or shall admit in writing its inability to pay, its debts as they become due, or shall take any corporate action to authorize any of the foregoing; or (i) an involuntary case or other proceeding shall be commenced against any Loan Party seeking liquidation, reorganization or other relief with respect to it or its debts under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, and such involuntary case or other proceeding shall remain undismissed and unstayed for a period of 60 days; or an order for relief shall be entered against any Loan Party under the Bankruptcy Code; or (j) any member of the ERISA Group shall fail to pay when due an amount or amounts aggregating in excess of $50,000,000 which it shall have become liable to pay under Title IV of ERISA; or notice
of intent to terminate a Material Plan shall be filed under Title IV of ERISA by any member of the ERISA Group, any plan administrator or any combination of the foregoing; or the PBGC shall institute proceedings under Title IV of ERISA to terminate, to impose liability (other than for premiums under Section 4007 of ERISA) in respect of, or to cause a trustee to be appointed to administer any Material Plan; or a condition shall exist by reason of which the PBGC would be entitled to obtain a decree adjudicating that any Material Plan must be terminated; or there shall occur a complete or partial withdrawal from, or default, within the meaning of Section 4219(c)(5) of ERISA, with respect to, one or more Multiemployer Plans which could reasonably be expected to cause one or more members of the ERISA Group to incur a current payment obligation in excess of $50,000,000; or (k) any Loan Party shall fail within sixty (60) days to pay, bond or otherwise discharge any judgment or order for the payment of money in excess of $20,000,000, entered against it that is not stayed on appeal or otherwise being appropriately contested in good faith; or (l) a Change of Control shall have occurred; or (m) the Guaranty shall cease to be in full force or effect or shall be found by any judicial proceeding to be unenforceable or invalid; or the Guarantor shall deny or disaffirm in writing the Guarantor’s obligations under the Guaranty; then, and in every such event, while such event is continuing, the Administrative Agent shall if requested by the Lenders holding more than 50% of the sum of the aggregate outstanding principal amount of the Loans at such time, by notice to the Borrower declare the Loans (together with accrued interest and accrued and unpaid fees thereon and all other amounts due hereunder) to be, and the Loans shall thereupon become, immediately due and payable without presentment, demand, protest or other notice of any kind (except as set forth in
clause (A) above), all of which are hereby waived by the Borrower; provided, that, in the case of any Default or any Event of Default specified in Section 7.01(h) or 7.01(i) above with respect to the Borrower, without any notice to the Borrower or any other act by the Administrative Agent or any Lender, 38 #93052149v11

the Commitments shal I thereupon terminate and the L oa,s (together with accrued interest and accrued and
unpad fees theroon and al l other anounts due hereunder) shall ba::ome immediately due and payal:lle
without presaitment, demand, protest or other notice of any kind, all of which ere hereby waved by the
Borrower.

ARTICLE VII I
THE ADMINISTRATIVE AGENT
~ion 8.01
Appointment and Authorization. Eoch Lender hereby irrevocal:lly designates and
~points the Administrative Agent to act as specified herein and in the other Loa, Documents and to tal<e
such a::tions on its behalf under the provisions of this Agreement and the other Loa, Documents and
perform such dutiesasereexpressy delegated to theAdministrativeAgent by the terms of this Agreement
and the other Loa, Documents, together with such other powers as ere reaoonal:ll y incidental thereto. The
Administrative Agent agrees to a::t as such upon the express conditions contaned in this Article VIII.
Notwithstaiding aiy provision tothecontra-y elsewhere in this Agreement or in aiy other Loa, Document,
the Administrative Agent shall not have any duties or reEponsibi lities, exCE;µt those expressy set forth
herein or in the other Loa, Documents, or any fiduciery relationship with any Lender, and no implied
covenants, functions, reEponsibilities, duties, obligciions or lial:lilities shall be reed into this Agreement or
otherwise exist aganst the Administraive Agent. The provisions of this Article VII I ere rolely for the
benefit of the Administrative Agent and Lenders, and no other f'er9)fl shall havea,y rights as a third party
beneficia-y of any of the provisions heroof. For the sake of derity, the Lenders hereby agree that no Agent
other than theAdministrativeAgent shall have, in such ~acity, any duties or powers with reEpect to this
Agreement or the other Loa, Documents.
~ion 8.02
Individual Ca:?acity. TheAdministrativeAgent aid itsAffiliatesmay mal<eloans
to, a::CE;µt deposits from and ger,eral Iy engage in any kind of business with the Borrower, Guerantor and its
Affiliates as though the Admi nistrciive Agent were not an Agent. With reEpect to the Loa,s ma:le by it and
al l obligations owing to it, the Administrciive Agent shal l have the sane rights end powers under this
Agreement as eny Lender aid may exercise the scrne as though it were not en Agent, aid the terms
" Required Lenders", "Lender" and "Lenders" shall include the Administrative Agent in its individual
~acity.
~ion 8.03
Delooation of Duties. The Administrative Agent may execute any of its duties
under this Agreement or any other Loa, Document by or through agents or attorneys-in-fa::!. The
Admi ni strati ve Agent shal I not be reEponsi bl e for the negligence or misconduct of any agents or atorneysi n-f a::t selected by it with rearonal:lle ca-e exCE;µt to the extent otherwise required by ~ ion 8.07.
~ion 8.04
Relienceby theAdministrativeAqent. TheAdministrativeAger,t shal l be entitled
to rely, aid shall be fully protected in relying, upon aiy note, writing, reoolution, notice, consent, certificate,
affidavit, letter, telecopy or other electronic facsimi le transmission, telex, telegran, cal:lle, teletype,
electronic trensmission by modem, computer disk or any other message, statement, order or other writing
or conversaion bel ieved by it to begenuineand correct and to have been signed, sent or ma:leby the proper
Perron or f'er9)fls and upon a:lvi ce and statements of Iegal counsel (including, without Ii mi tali on, counsel
to the Loa, Pa-ti es), independent accountants and other experts selected by the Admi ni strai ve Agent. The
Administrative Agent shall be fully justified in faling or refusing to tal<e any a::tion under this Agreement
or eny other Loa, Document uni ess it shal I first rocei ve such a:lvice or concurrence of the Required Lenders,
or all of the Lenders, if ~plical:lle, asit deems~propriae or it shall first be indemnified to its satisfaction
by the Lenders aga nst any and al I Ii al:li Ii ty and expense which may be incurred by it by r€09)t1 of tal<i ng or
continuing total<eany such action. TheAdministrciiveAgent shall in all cases be fully protected in a::ting,
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the Commitments shall thereupon terminate and the Loans (together with accrued interest and accrued and unpaid fees thereon and all other amounts due hereunder) shall become immediately due and payable without presentment, demand, protest or other notice of any kind, all of which are hereby waived by the Borrower. ARTICLE VIII THE ADMINISTRATIVE AGENT Section 8.01 Appointment and Authorization. Each Lender hereby irrevocably designates and appoints the Administrative Agent to act as specified herein and in the other Loan Documents and to take such actions on its behalf under the provisions of this Agreement and the other Loan Documents and perform such duties as are expressly delegated to the Administrative Agent by the terms of this Agreement and the other Loan Documents, together with such other powers as are reasonably incidental thereto. The Administrative Agent agrees to act as such upon the express conditions contained in this Article VIII. Notwithstanding any provision to the contrary elsewhere in this Agreement or in any other Loan Document, the Administrative Agent shall not have any duties or responsibilities, except those expressly set forth herein or in the other Loan Documents, or any fiduciary relationship with any Lender, and no implied covenants, functions, responsibilities, duties, obligations or liabilities shall be read into this Agreement or otherwise exist against the Administrative Agent. The provisions of this Article VIII are solely for the benefit of the Administrative Agent and Lenders, and no other Person shall have any rights as a third party beneficiary of any of the provisions hereof. For the sake of clarity, the Lenders hereby agree that no Agent other than the Administrative Agent shall have, in such capacity, any duties or powers with respect to this Agreement or the other Loan Documents. Section 8.02 Individual Capacity. The Administrative Agent and its Affiliates may make loans to, accept
deposits from and generally engage in any kind of business with the Borrower, Guarantor and its Affiliates as though the Administrative Agent were not an Agent. With respect to the Loans made by it and all obligations owing to it, the Administrative Agent shall have the same rights and powers under this Agreement as any Lender and may exercise the same as though it were not an Agent, and the terms “Required Lenders”, “Lender” and “Lenders” shall include the Administrative Agent in its individual capacity. Section 8.03 Delegation of Duties. The Administrative Agent may execute any of its duties under this Agreement or any other Loan Document by or through agents or attorneys-in-fact. The Administrative Agent shall not be responsible for the negligence or misconduct of any agents or attorneys- in-fact selected by it with reasonable care except to the extent otherwise required by Section 8.07. Section 8.04 Reliance by the Administrative Agent. The Administrative Agent shall be entitled to rely, and shall be fully protected in relying, upon any note, writing, resolution, notice, consent, certificate, affidavit, letter, telecopy or other electronic facsimile transmission, telex, telegram, cable, teletype, electronic transmission by modem, computer disk or any other message, statement, order or other writing or conversation believed by it to be genuine and correct and to have been signed, sent or made by the proper Person or Persons and upon advice and statements of legal counsel (including, without limitation, counsel to the Loan Parties), independent accountants and other experts selected by the Administrative Agent. The Administrative Agent shall be fully justified in failing or refusing to take any action under this Agreement or any other Loan Document unless it shall first receive such advice or concurrence of the Required Lenders, or all of the Lenders, if applicable, as it deems appropriate or it shall first be indemnified to its satisfaction by the Lenders
against any and all liability and expense which may be incurred by it by reason of taking or continuing to take any such action. The Administrative Agent shall in all cases be fully protected in acting, 39 #93052149v11

or in refraning from acting, under this Agreement a-id the other Loa, Documents in c(;COfda-tce with a
request of the Required Lenders or al of the Lenders, if cpplira:ile, a-id such request a,d a-iy action ta<en
or fa lure to act pursua,t thereto sha l be binding upon al of the Lenders.
Section 8.05
Notice of Defrult. The Administrative Agent shal not be deemed to have
knowledge or notice of the occurrence of a-iy Defrult hereunder unless the Administrative Agent has
roceived notice from a Lender or a Loa, Paty referring to this Agreement, deocribing such Defrult a-id
stating that such notice is a "notice of default". If the Administrative Agent roceives such a notice, the
Admi ni strai ve Agent sha I give prorrpt notice thereof to the Lenders. The Admi ni strati ve Agent sha I ta<e
such action with re:pEd to such Defrult asshal bereasonci:>ly dirEded by the Required Lenders; provided,
tha, unless a-id until the Administraive Agent shal have roceived such dirEdions, the Administrative
Agent may (but shal not be obligated to) ta<e such action, or ref ran from ta<ing such action, with re:pect
to such Defoolt as it shal deem a:lvisci:>le in the best interests of the Lenders.
Section 8.06
Non-Relia-ice on the Administrctive Agent a-id Other Lenders. Eoch Lender
expressly ocknowledges thct no Agent or officer, dirEdor, etll)loyee, ~ent, attorney-in-foci or a'filicte of
the Administrctive Agent has ma::1e a,y representctions or wa-ra,ties to it a-id thct no act by the
Administrctive Agent hereater ta<en, induding a-iy review of the afars of the Loa, Pa-ties, shal be
deemed to constitute a,y representaion or wa-ra,ty by such Agent to a,y Lender. Eoch Lender
ocknowledges to the Administrative Agent that it has, independently aid without rel iaice upon the
AdministraiveAgent or a-iy other Lender, a-id based on such documents a-id informaion asit has deemed
cppropriate, ma::le its own cpprasal of a-id investigaion into the business, assets, operations, property,
finaicia a-id other condition, pr~Edsa,d creditworthiness of the Loa, Patiesa-id ma::1eitsown doosion
to ma<e its Loa-is hereunder aid to enter into this Agreement. Eoch Lender aoo ocknowledgestha it wi l l,
independently aid without reliaice upon theAdministrativeAgent or aiy other Lender, aid based on such
documentsa-id information asit shal deem cpproprictea the time, continuetoma<eitsown credit a,aysis,
cpprasalsa-id decisions in ta<ing or not ta<ing action under this Agreement, a-id to ma<esuch investigation
as it deems necessay to inform itself as to the business, assets, operations, property, f ina-icia a-id other
condition, pr~Eds a-id creditworthiness of the Loa, Paties. No Agent sha l have aiy duty or
re:ponsibi lity to provide aiy Lender with aiy credit or other informaion concerning the business,
operai ons, assets, property, fi na,ci a a-id other condition, pr~Eds or creditworthiness of the Loa, Pati es
which may come into the possession of such Agent or a,y of its officers, dirEdors, employees, ~ents,
attorneys-in-fact or affil iates.
Section 8.07
Exculpaory Provisions. The Administraive Agent shal not, a-id no officers,
dirEdors, employees, ~ents, attorneys-in-fact or affi liates of the Administrative Agent, shal (i) be lici:>le
for a,y action laNfully ta<en or omitted to beta<en by it under or in connEdion with this Agreement or a,y
other Loa, Document (except for its own gross negligence, willful mis::onduct or ba::I fcith) or (ii) be
re:ponsible in aiy ma,ner to aiy of the Lenders for a,y rootas, statements, representations or wa-ra,ties
ma::leby eoch Loa-i Pa1y or a,y of itsofficerscontaned in this Agreement, in a-iy other Loa, Document
or in a,y certificate, report, statement or other document referred to or provided for in, or roceived by the
AdministraiveAgent under or in connEdion with, this Agreement or a,y other Loa-i Document or for a,y
fa lure of a,y Loa, Paty or a,y of its officers to perform its obligations hereunder or thereunder. The
Administrctive Agent shal not be under a,y obligation to aiy Lender to as::ertan or to inquire as to the
observaice or perf orma-ice of a,y of the ~reements conta ned in, or conditions of, this Agreement or aiy
other Loa, Document, orto in::vEd theproperties, books or records of the Loa, Paties. TheAdministraive
Agent shal not be re:ponsible to a-iy Lender for the effEdiveness, genuineness, vaidity, enforoeci:>ility,
collEdibil ity or sufficiency of this Agreement or a,y other Loa, Document or for a,y representations,
wa-raiti es, recitas or staements ma::le by a,y other Peroon herein or therein or ma::le by a,y other Peroor,
in a,y written or ora statement or in a-iy fi na,ci a or other statements, instruments, reports, oerti fi cates or
a,y other documents in connection herewith or therewith furnished or ma::1e by the Administrative Agent
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or in refraining from acting, under this Agreement and the other Loan Documents in accordance with a request of the Required Lenders or all of the Lenders, if applicable, and such request and any action taken or failure to act pursuant thereto shall be binding upon all of the Lenders. Section 8.05 Notice of Default. The Administrative Agent shall not be deemed to have knowledge or notice of the occurrence of any Default hereunder unless the Administrative Agent has received notice from a Lender or a Loan Party referring to this Agreement, describing such Default and stating that such notice is a “notice of default”. If the Administrative Agent receives such a notice, the Administrative Agent shall give prompt notice thereof to the Lenders. The Administrative Agent shall take such action with respect to such Default as shall be reasonably directed by the Required Lenders; provided, that, unless and until the Administrative Agent shall have received such directions, the Administrative Agent may (but shall not be obligated to) take such action, or refrain from taking such action, with respect to such Default as it shall deem advisable in the best interests of the Lenders. Section 8.06 Non-Reliance on the Administrative Agent and Other Lenders. Each Lender expressly acknowledges that no Agent or officer, director, employee, agent, attorney-in-fact or affiliate of the Administrative Agent has made any representations or warranties to it and that no act by the Administrative Agent hereafter taken, including any review of the affairs of the Loan Parties, shall be deemed to constitute any representation or warranty by such Agent to any Lender. Each Lender acknowledges to the Administrative Agent that it has, independently and without reliance upon the Administrative Agent or any other Lender, and based on such documents and information as it has deemed appropriate, made its own appraisal of and investigation into the business, assets, operations, property,
financial and other condition, prospects and creditworthiness of the Loan Parties and made its own decision to make its Loans hereunder and to enter into this Agreement. Each Lender also acknowledges that it will, independently and without reliance upon the Administrative Agent or any other Lender, and based on such documents and information as it shall deem appropriate at the time, continue to make its own credit analysis, appraisals and decisions in taking or not taking action under this Agreement, and to make such investigation as it deems necessary to inform itself as to the business, assets, operations, property, financial and other condition, prospects and creditworthiness of the Loan Parties. No Agent shall have any duty or responsibility to provide any Lender with any credit or other information concerning the business, operations, assets, property, financial and other condition, prospects or creditworthiness of the Loan Parties which may come into the possession of such Agent or any of its officers, directors, employees, agents, attorneys-in-fact or affiliates. Section 8.07 Exculpatory Provisions. The Administrative Agent shall not, and no officers, directors, employees, agents, attorneys-in-fact or affiliates of the Administrative Agent, shall (i) be liable for any action lawfully taken or omitted to be taken by it under or in connection with this Agreement or any other Loan Document (except for its own gross negligence, willful misconduct or bad faith) or (ii) be responsible in any manner to any of the Lenders for any recitals, statements, representations or warranties made by each Loan Party or any of its officers contained in this Agreement, in any other Loan Document or in any certificate, report, statement or other document referred to or provided for in, or received by the Administrative Agent under or in connection with, this Agreement or any other Loan Document or for any failure of any Loan Party or any of its officers to perform its obligations
hereunder or thereunder. The Administrative Agent shall not be under any obligation to any Lender to ascertain or to inquire as to the observance or performance of any of the agreements contained in, or conditions of, this Agreement or any other Loan Document, or to inspect the properties, books or records of the Loan Parties. The Administrative Agent shall not be responsible to any Lender for the effectiveness, genuineness, validity, enforceability, collectibility or sufficiency of this Agreement or any other Loan Document or for any representations, warranties, recitals or statements made by any other Person herein or therein or made by any other Person in any written or oral statement or in any financial or other statements, instruments, reports, certificates or any other documents in connection herewith or therewith furnished or made by the Administrative Agent 40 #93052149v11

to the Lenders or by or on behalf of aiy Loai Paiy totheAdministrativeAgent or a-iy Lender or be required
to as::ertain or inquire as to the performa,ce or observa-ice of a-iy of the terms, conditions, provisions,
covenaits or agreements contained herein or therein or as to the use of the proceeds of the Loais or of the
existence or possible existence of aiy Defa.ii t.
SEdion 8.08
Indemnifi cation. To the extent that the Loai Pa-ties, as~plica::ile, for aiy rearon
fails to indefeasibly pay aiy anount requi red under SEdions 9.03(a), (b) or (c) to be paid by it to the
Administrciive Agent (or aiy sub-agent thereof), the Lenders SENerally agree to indemnify the
Administrciive Agent, in its ~acity as such, and hold the Administrative Agent, in its ~acity as such,
harmless ratably according to their r~ective Loais outstaiding from aid against aiy a-id al l liabilities,
obligations, losses, damages, penalties, actions, judgments, suits, costs and rearonable expenses or
disbursements of a-iy kind whaooever which may ci aiy time (induding, without limitation, a aiy time
following the full payment of the obligciions of the Borrower hereunder) be imposed on, incurre:l by or
asrerted against the Administrative Agent, in its ~acity as such, in a-iy way relating to or arising out of
this Agreement or aiy other Loai Document, or aiy documentscontemplate:l hereby or referred to herein
or the traisactions contemplcied hereby or aiy action taken or omitted to be taken by the Administrative
Agent under or in connection with a-iy of the foregoing, but only to the extent that aiy of the foregoing is
not paid by the Loai Pa-ties; provided, that no Lender sha l be liable to theAdministrativeAgent for the
payment of a-iy portion of such Ii abi Ii ti es, obi i gcii ons, Iosses, damages, penal ties, actions, judgments, suits,
costs or expenses or disbursements resulting from the gross negligence, wi II f ul mi oconduct or bad faith of
the Administrative Agent. If aiy indemnity furnished to the Administrciive Agent for aiy purpose shall ,
in the rearonable opinion of the Administrative Agent, be insufficient or become impaired, the
Administrciive Agent may cal l for additional indemnity a-id cease, or not commence, to do the acts
indemnified against unti l such additional indemnity is furnished. The agreement in this SEdion 8.08 shall
survive the payment of all Loais, fees aid other obligations of the Borrower arising hereunder.
SEdion 8.09
Resignciion: Successors. TheAdministrativeAgent may resign as Administrative
Agent upon twenty (20) days' notice to the Lenders. Upon the resignciion of theAdministrativeAgent, the
Required Lenders shal I have the right to ~point from anong the Lenders a succesoor to the Admi ni strati ve
Agent, subject to prior ~proval by the Borrower (ro long as no Event of Defa.ilt exists) (such ~proval not
to be unrearonabl y withheld), whereupon ruch successor Admi nistrciiveAgent shal I succeoo to aid become
vested with all the rights, powers aid duties of the retiring Administrative Agent, aid the term
"Administrati ve Agent" shall include such successor A dministrative Agent effective upon its appointment,
and the retiring A dministrative Agent's rights, powers and duties as Administrative Agent shall be
terminated, w ithout aiy other or further act or deed on the part of ruch former AdministraiveAgent or aiy
of the parties to this Agreement or a-iy other Loai Document. If no ruccesoor shal l have been ~ointed
by the Required Lenders and ~proved by the Borrower a-id shal I have a::c€l)ted ruch ~poi ntment within
thirty (30) days after the retiring Administrciive Agent gives notice of its resignation, then the reti ring
Administraive Agent may at its election give notice to the Lenders aid Loai Pa-ties of the imme:liate
effectiveness of its resignciion aid ruch resignation shall thereupon become effective a-id the Lenders
collectively shall perform all of thedutiesof theAdministrativeAgent hereunder aid under the other Loai
Documents unti I such ti me, if a-iy, as the Requi red Lenders ~point a succesoor agent as provided for above.
After the retiring A dministrative Agent's resignation hereunder as Administrative Agent, the provisions of
thisArtideVI II shal inure to its benefit asto aiy actions taken or omitted to betaken by it whi le it was
AdministrciiveAgent under this Agreement or aiy other Loai Document.
ART ICLE IX
MISCELLANEOUS
SEdion 9.01
Notices. Ex~t as otherwise expressly provide:l herein, al l notioes a-id other
communicciions hereunder shal be in writing (for purposes hereof, the term "writing" shall include
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to the Lenders or by or on behalf of any Loan Party to the Administrative Agent or any Lender or be required to ascertain or inquire as to the performance or observance of any of the terms, conditions, provisions, covenants or agreements contained herein or therein or as to the use of the proceeds of the Loans or of the existence or possible existence of any Default. Section 8.08 Indemnification. To the extent that the Loan Parties, as applicable, for any reason fails to indefeasibly pay any amount required under Sections 9.03(a), (b) or (c) to be paid by it to the Administrative Agent (or any sub-agent thereof), the Lenders severally agree to indemnify the Administrative Agent, in its capacity as such, and hold the Administrative Agent, in its capacity as such, harmless ratably according to their respective Loans outstanding from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs and reasonable expenses or disbursements of any kind whatsoever which may at any time (including, without limitation, at any time following the full payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against the Administrative Agent, in its capacity as such, in any way relating to or arising out of this Agreement or any other Loan Document, or any documents contemplated hereby or referred to herein or the transactions contemplated hereby or any action taken or omitted to be taken by the Administrative Agent under or in connection with any of the foregoing, but only to the extent that any of the foregoing is not paid by the Loan Parties; provided, that no Lender shall be liable to the Administrative Agent for the payment of any portion of such liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs or expenses or disbursements resulting from the gross negligence, willful misconduct or bad faith of the Administrative Agent. If any indemnity furnished to the
Administrative Agent for any purpose shall, in the reasonable opinion of the Administrative Agent, be insufficient or become impaired, the Administrative Agent may call for additional indemnity and cease, or not commence, to do the acts indemnified against until such additional indemnity is furnished. The agreement in this Section 8.08 shall survive the payment of all Loans, fees and other obligations of the Borrower arising hereunder. Section 8.09 Resignation; Successors. The Administrative Agent may resign as Administrative Agent upon twenty (20) days’ notice to the Lenders. Upon the resignation of the Administrative Agent, the Required Lenders shall have the right to appoint from among the Lenders a successor to the Administrative Agent, subject to prior approval by the Borrower (so long as no Event of Default exists) (such approval not to be unreasonably withheld), whereupon such successor Administrative Agent shall succeed to and become vested with all the rights, powers and duties of the retiring Administrative Agent, and the term “Administrative Agent” shall include such successor Administrative Agent effective upon its appointment, and the retiring Administrative Agent’s rights, powers and duties as Administrative Agent shall be terminated, without any other or further act or deed on the part of such former Administrative Agent or any of the parties to this Agreement or any other Loan Document. If no successor shall have been appointed by the Required Lenders and approved by the Borrower and shall have accepted such appointment within thirty (30) days after the retiring Administrative Agent gives notice of its resignation, then the retiring Administrative Agent may at its election give notice to the Lenders and Loan Parties of the immediate effectiveness of its resignation and such resignation shall thereupon become effective and the Lenders collectively shall perform all of the duties of the Administrative Agent hereunder and
under the other Loan Documents until such time, if any, as the Required Lenders appoint a successor agent as provided for above. After the retiring Administrative Agent’s resignation hereunder as Administrative Agent, the provisions of this Article VIII shall inure to its benefit as to any actions taken or omitted to be taken by it while it was Administrative Agent under this Agreement or any other Loan Document. ARTICLE IX MISCELLANEOUS Section 9.01 Notices. Except as otherwise expressly provided herein, all notices and other communications hereunder shall be in writing (for purposes hereof, the term “writing” shall include 41 #93052149v11

information in electronic format ruch as electronic mail and internet web paJes) or by telephone
rubsequently confirmoo in writing: provided tha the foregoing shall not c:,wly to notices to any Lender
purruant toArtide II if rum Lender has notified the Administrative Agent that it isin~al::>leof receiving
notices under ruchArtidein ela::tronicformat. Any notice shall ha1ebeen duly given and shall beeffa::tive
if del ivered by hand delivery or sent via electronic mail, telocopy, rocognized overnight courier service or
certified or registered mail , return receipt requested, or posting on an internet web paJe, and shall be
prerumed to be received by apa-ty hereto (i) on theda:eof delivery if del ivered by ha,d or sent by electronic
mail, posting on an internet web paJe, or telocopy (provided, however, thct if any notice or other
communi cai on sent by el a::troni c ma I , posting on an internet webpage or tel ocopy is received by a recipient
after 9.Jch recipient's normal business hours, such notice or other communication shall be deemed received
upon the opening of such recipient's next Business Day), (ii} on the Business Day following the day on
which the sa-ne has been delivered prepaid (or on an invoice basis) to a reputal::>le national overnight cir
courier service or (i ii) on the third Business Day following the day on which the sa-ne is sent by certified
or registered ma I, postage prepaid, in each case to the re:pa::ti ve parties at the address or tel ocopy numbers,
in the case of any of the Loan Parties and theAdministrativeAgent, set forth below, and, in the case of the
Lenders, set forth on signa:ure paJes hereto, or a: ruch other address as ruch party may specify by written
notice to the other parties hereto:
if to the Loan Parties:

PPL Capital Funding, Inc.
Two North Ninth Street
A llentown, Pennsylvania 18101 -1179
Attention: Treasurer or Assistant Treasurer
Telephone: 610-774-5151
Facsimile: 610-774-5235

and:
PPL Corporation
Two North Ninth Street
A llentown, Pennsylvania 18101-1179
Attention: Treasurer or Assistant Treasurer
Telephone: 610-774-5151
Facsimile: 610-774-5235
with a copy to:
PPL ServicesCorporation
Two North Ninth Street (GENTW4)
A llentown, Pennsylvania 18101-1179
Attention: Frederick C. Paine, E&:J.
Telephone: 610-774-7445
Facsimile: 610-774-6726
if to theAdministrctiveAgent:
U.S. Bank National Asrociat;ion
3 Bryant Pa-k - 1095 Avenue of the Americas- 15th Floor
New York, NY 10036
Attention: Johnny Hon
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information in electronic format such as electronic mail and internet web pages) or by telephone subsequently confirmed in writing; provided that the foregoing shall not apply to notices to any Lender pursuant to Article II if such Lender has notified the Administrative Agent that it is incapable of receiving notices under such Article in electronic format. Any notice shall have been duly given and shall be effective if delivered by hand delivery or sent via electronic mail, telecopy, recognized overnight courier service or certified or registered mail, return receipt requested, or posting on an internet web page, and shall be presumed to be received by a party hereto (i) on the date of delivery if delivered by hand or sent by electronic mail, posting on an internet web page, or telecopy (provided, however, that if any notice or other communication sent by electronic mail, posting on an internet webpage or telecopy is received by a recipient after such recipient’s normal business hours, such notice or other communication shall be deemed received upon the opening of such recipient’s next Business Day), (ii) on the Business Day following the day on which the same has been delivered prepaid (or on an invoice basis) to a reputable national overnight air courier service or (iii) on the third Business Day following the day on which the same is sent by certified or registered mail, postage prepaid, in each case to the respective parties at the address or telecopy numbers, in the case of any of the Loan Parties and the Administrative Agent, set forth below, and, in the case of the Lenders, set forth on signature pages hereto, or at such other address as such party may specify by written notice to the other parties hereto: if to the Loan Parties: PPL Capital Funding, Inc. Two North Ninth Street Allentown, Pennsylvania 18101-1179 Attention: Treasurer or Assistant Treasurer Telephone: 610-774-5151 Facsimile: 610-774-5235 and: PPL Corporation Two North Ninth Street Allentown,
Pennsylvania 18101-1179 Attention: Treasurer or Assistant Treasurer Telephone: 610-774-5151 Facsimile: 610-774-5235 with a copy to: PPL Services Corporation Two North Ninth Street (GENTW4) Allentown, Pennsylvania 18101-1179 Attention: Frederick C. Paine, Esq. Telephone: 610-774-7445 Facsimile: 610-774-6726 if to the Administrative Agent: U.S. Bank National Association 3 Bryant Park – 1095 Avenue of the Americas – 15th Floor New York, NY 10036 Attention: Johnny Hon 42 #93052149v11

Emai I :
Cc:

ncb.uti Iities.oi Igas@us:>a,k.com
CCSStlouis2@usba,k.com
A ndy.Taylor@usba,k.com

with a copy to:
U.S. Ba,k National Asrociation
3 Brya,t Perk - 1095 Avenue of the America,- 15th Floor
NeW York, NY 10036
Attention: James O'Shaughnessy
Telephone: 917-326-3924
El octroni C Mai I: j aries.oshrughnes.sy@usba1k.com
with a copy to:
Da.iisPolk & Wa-dwell LLP
450 Lexington A venue
NeW York, NeW York 10017
Attention: Jaoon Kyrwood
Telephone: 212-450-4653
Fa:::simile: 212-450-5425

Soction 9.02
No Waivers; Non-ExdusiveRema:lies. Nofalureby theAdministrativeAgent or
a,y Lender to exercise, no course of deaing with re:poct to, a,d no delay in exercising a,y right, power or
privilege hereunder or under a,y Note or other Loa, Document shall operate as a waver theroof nor shall
a,y single or partial exercise theroof predude a,y other or further exercise theroof or the exercise of a,y
other right, power or privilege. The rights a,d rema:lies provida:l herein a,d in the other Loa, Documents
shall becumulativea,d not exdusiveof a,y rights or rema:liesprovida:l by 1cm.
Soction 9.03

Expenses; lndemnifica:ion.

(a)
Expenses. The Borrower shal l pay (i) al l out-of-pocket expenses of the Administrative
Agent, induding legal feesa,d disbursements of Da.iis Polk & Wa-dwell LLP a,d a,y other local counsel
retana:l by the Administrative Agent, in its reasonable diro-etion, in connoction with the prepa-ation,
execution, deli very a,d admi ni strati on of the Loa, Documents, the syndi ca:ion efforts of the Admi ni strati ve
Agent wi th re:poct thereto, any waiver or consent thereunder or a,y anendment theroof or any Defrult or
al lega:l DefaJlt thereunder a,d (i i) all reasonable out-of-pocket expenses incurra:l by the Administrative
Agent a,d eoch Lender, induding (without duplication) thefeesa,d disbursements of outside counsel, in
connoction with a,y restructuring, workout, colloction, ba,kruptcy, in&>lvency a,d other enforcement
proceedings i n connoction with the enforcement and protoction of its rights; provida:l, that the Borrower
shall not be liable for a,y legal fees or disbursements of a,y counsel for the Administrative Agent a,d the
Lenders other tha, Da.iis Polk & Wa-dwell LLP asrociata:l with theprepa-ation, execution and delivery of
this A greernent a,d the dosing documents contempl ata:l hereby.
(b)
I ndemni ty in Re:poct of Loa, Documents. Each of the Loa, Pa-ti es agrees to jointly a,d
severally indemnify the Administrative Agent a,d eoch Lender, their re:poctive Affiliates a,d the
respective directors, officers, trustees, agents, employees a,d advirors of the foregoing (ea::h a,
" lndemnitee") and hold each Jndemnitee harml ess from and against any and all liabilities, obligations,
Iosses, danages, penal ti es, a:::tions, judgments, suits, costs a,d expenses or disbursements of a,y kind
whatsoever (induding, without limitation, the reasonable fees a,d dis:>ursanents of counsel a,d a,y civi l
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Email: ncb.utilities.oilgas@usbank.com Cc: CCSStlouis2@usbank.com Andy.Taylor@usbank.com with a copy to: U.S. Bank National Association 3 Bryant Park - 1095 Avenue of the Americas – 15th Floor New York, NY 10036 Attention: James O’Shaughnessy Telephone: 917-326-3924 Electronic Mail: james.oshaughnessy@usbank.com with a copy to: Davis Polk & Wardwell LLP 450 Lexington Avenue New York, New York 10017 Attention: Jason Kyrwood Telephone: 212-450-4653 Facsimile: 212-450-5425 Section 9.02 No Waivers; Non-Exclusive Remedies. No failure by the Administrative Agent or any Lender to exercise, no course of dealing with respect to, and no delay in exercising any right, power or privilege hereunder or under any Note or other Loan Document shall operate as a waiver thereof nor shall any single or partial exercise thereof preclude any other or further exercise thereof or the exercise of any other right, power or privilege. The rights and remedies provided herein and in the other Loan Documents shall be cumulative and not exclusive of any rights or remedies provided by law. Section 9.03 Expenses; Indemnification. (a) Expenses. The Borrower shall pay (i) all out-of-pocket expenses of the Administrative Agent, including legal fees and disbursements of Davis Polk & Wardwell LLP and any other local counsel retained by the Administrative Agent, in its reasonable discretion, in connection with the preparation, execution, delivery and administration of the Loan Documents, the syndication efforts of the Administrative Agent with respect thereto, any waiver or consent thereunder or any amendment thereof or any Default or alleged Default thereunder and (ii) all reasonable out-of-pocket expenses incurred by the Administrative Agent and each Lender, including (without duplication) the fees and disbursements of outside counsel, in connection with any restructuring, workout, collection, bankruptcy, insolvency and other
enforcement proceedings in connection with the enforcement and protection of its rights; provided, that the Borrower shall not be liable for any legal fees or disbursements of any counsel for the Administrative Agent and the Lenders other than Davis Polk & Wardwell LLP associated with the preparation, execution and delivery of this Agreement and the closing documents contemplated hereby. (b) Indemnity in Respect of Loan Documents. Each of the Loan Parties agrees to jointly and severally indemnify the Administrative Agent and each Lender, their respective Affiliates and the respective directors, officers, trustees, agents, employees and advisors of the foregoing (each an “Indemnitee”) and hold each Indemnitee harmless from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs and expenses or disbursements of any kind whatsoever (including, without limitation, the reasonable fees and disbursements of counsel and any civil 43 #93052149v11

penalties or fines assessed by OFAC), which may at a,y time (including, without limita:ion, at a,y time
fol Iowing the payment of the obi i ga:i ons of the Borrower hereunder) be imposed on, incurred by or asserted
against such lndemnitee in connection with a,y investigative, alministrative or judicial proceeding
(whether or not such lndemnitee shall be designated a party thereto) brought or threatened (by any third
party, by the Guara,tor, the Borrower or a,y Subsidiary of the Borrower) in a,y way rel.ting to or arising
out of this Agreement, a,y other Loan Document or a,y documents contemplated herEt>y or therEt>y or
referred to herein or therein or a,y actual or proposed use of proceeds of Loans hereunder; provided, that
no Indemnitee shall have the right to be indemnified hereunder for such Indemnitee 's own gross negligence
or wi II f ul mi 9::0nduct as determined by a court of competent j uri &Ji cti on in a ti nal, non-appeal ablejudgment
or order.
Indemnity in Re;:poct of Environmental Liabilities. Each of the Loan Parties agrees to
(c)
jointly aid ScVerally indemnify ea::h lndemnitee aid hold ea:::h lndemnitee harmless from aid against a,y
aid all liabil ities, obligctions, losses, damages, penalties, actions, judgments, suits, claims, costs and
expenses or disbursements of a,y kind whatroever (including, without limitation, reEronable expenses of
investigation by engineers, environmental consultaits aid similar technical personnel aid reEronablefees
aid disbursements of counsel) which may at a,y time(incl uding, without limitation, at a,y time following
the payment of the obligci:ions of the Borrower hereunder) be imposed on, incurred by or asserted against
such lndemnitee in re.:poct of or in connoction with (i) any actual or alleged presence or release of
Hazardous Substa,ces on or from any property now or previously owned or operated by the Guara,tor or
a,y of its Subsidiaries or a,y p r ~ of the Guarantor or any of its Subsidiaries or (ii) any and all
Environmental Liabilities. Without limiting the generality of the foregoing, the Borrower herEt>y waives
all rights of contribution or any other rights of rerovery with re.:poct to l iabilities, obligations, losses,
damages, penal ti es, actions, judgments, suits, d aims, costs and expenses and disbursements in re.:poct of
or in connection with Environmental Liabiliti es that it might have by staute or otherwise against any
IndaTini tee.
(d)
Waiver of Damcqes. To the fullest extent permitted by applicable law, no Loan Party shall
assert, and herEt>y waives, any claim against any lndemnitee, on any theory of liability, for spocial, indiroct,
consequential or punitive damages (as opposed to diroct or actual damages) arising out of, in connoction
with, or as a result of, this Agreement, a,y other Loan Document or any agreement or instrument
contemplated herEby or therEt>y, the transactions contemplcted herEt>y or therEt>y, any Loan or the use of
the proceeds thereof. No lndemniteereferred to in clause (b) above shall be liable for any damages arising
from the use by unintended recipients of any information or other materials distributed by it through
telerommunications, eloctronic or other information tra,smission Sjstems in connoction with this
Agreement or the other Loan Documents or the traisacti ons contemplated herEt>y or therEt>y; provided that
nothing in this Section 9.03(d) shall relieve any Lender from its obl igations under Section 9.12.
Section 9.04
Sharing of Set-Offs. Each Lender agrees that if it shall , by exercising a,y right of
set-off or countercl am or otherwise, receive payment of a proportion of the aggregae amount of principal
and interest due with re.:poct to any Loan male or Note held by it which is greeter than the proportion
received by any other Lender in re.:poct of the aggregate amount of principal and interest due with re.:poct
to any Loan and Note male or held by such other Lender, except as otherwise expressly contemplcted by
this Agreement, the Lender receiving such proportionately greeter payment shall purchase such
participctions in the Loan made or Notes held by the other Lenders, and such other alj ustments shal l be
male, in ea::h case as may be re::iui red so thct al I such payments of principal and interest with re.:poct to the
Loan male or Notes male or held by the Lenders shal l be shared by the Lenders pro rcta; provided, that
nothing in this Section shall impair the right of any Lender to exercise any right of set-off or counterclaim
it may have for payment of i ndEbtedness of the Borrower other than its i ndEt>tedness hereunder.

44
l/93052149v11

penalties or fines assessed by OFAC), which may at any time (including, without limitation, at any time following the payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against such Indemnitee in connection with any investigative, administrative or judicial proceeding (whether or not such Indemnitee shall be designated a party thereto) brought or threatened (by any third party, by the Guarantor, the Borrower or any Subsidiary of the Borrower) in any way relating to or arising out of this Agreement, any other Loan Document or any documents contemplated hereby or thereby or referred to herein or therein or any actual or proposed use of proceeds of Loans hereunder; provided, that no Indemnitee shall have the right to be indemnified hereunder for such Indemnitee’s own gross negligence or willful misconduct as determined by a court of competent jurisdiction in a final, non-appealable judgment or order. (c) Indemnity in Respect of Environmental Liabilities. Each of the Loan Parties agrees to jointly and severally indemnify each Indemnitee and hold each Indemnitee harmless from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, claims, costs and expenses or disbursements of any kind whatsoever (including, without limitation, reasonable expenses of investigation by engineers, environmental consultants and similar technical personnel and reasonable fees and disbursements of counsel) which may at any time (including, without limitation, at any time following the payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against such Indemnitee in respect of or in connection with (i) any actual or alleged presence or release of Hazardous Substances on or from any property now or previously owned or operated by the Guarantor or any of its Subsidiaries or any predecessor of the Guarantor or any of its Subsidiaries or (ii) any and
all Environmental Liabilities. Without limiting the generality of the foregoing, the Borrower hereby waives all rights of contribution or any other rights of recovery with respect to liabilities, obligations, losses, damages, penalties, actions, judgments, suits, claims, costs and expenses and disbursements in respect of or in connection with Environmental Liabilities that it might have by statute or otherwise against any Indemnitee. (d) Waiver of Damages. To the fullest extent permitted by applicable law, no Loan Party shall assert, and hereby waives, any claim against any Indemnitee, on any theory of liability, for special, indirect, consequential or punitive damages (as opposed to direct or actual damages) arising out of, in connection with, or as a result of, this Agreement, any other Loan Document or any agreement or instrument contemplated hereby or thereby, the transactions contemplated hereby or thereby, any Loan or the use of the proceeds thereof. No Indemnitee referred to in clause (b) above shall be liable for any damages arising from the use by unintended recipients of any information or other materials distributed by it through telecommunications, electronic or other information transmission systems in connection with this Agreement or the other Loan Documents or the transactions contemplated hereby or thereby; provided that nothing in this Section 9.03(d) shall relieve any Lender from its obligations under Section 9.12. Section 9.04 Sharing of Set-Offs. Each Lender agrees that if it shall, by exercising any right of set-off or counterclaim or otherwise, receive payment of a proportion of the aggregate amount of principal and interest due with respect to any Loan made or Note held by it which is greater than the proportion received by any other Lender in respect of the aggregate amount of principal and interest due with respect to any Loan and Note made or held by such other Lender, except as otherwise expressly contemplated by this Agreement, the
Lender receiving such proportionately greater payment shall purchase such participations in the Loan made or Notes held by the other Lenders, and such other adjustments shall be made, in each case as may be required so that all such payments of principal and interest with respect to the Loan made or Notes made or held by the Lenders shall be shared by the Lenders pro rata; provided, that nothing in this Section shall impair the right of any Lender to exercise any right of set-off or counterclaim it may have for payment of indebtedness of the Borrower other than its indebtedness hereunder. 44 #93052149v11

SEdion 9.05
Amendments aid Waivers. Any provision of this Agreement or the Notes may be
anendoo or waivoo if, but only if, ruch anendment or waiver isin writing aid issignoo by the Loan Parties
aid the Requiroo Lenders (aid, if the rights or duties of the Administrative Agent ere affetioo thereby, by
the Administrative Aga,t): provida:J, that no ruch crnendment or waiver shal l , (a) unless signa:J by each
Lender advmiely affetia:J thffeby, (i) extend or increase the Commitment of a,y Lender or rubjeti a,y
Lender to aiy additional obligation (it being understood that waivers or modifications of conditions
pra::ooent, covena,ts, Defaults or of maidatory reductions in the Commitments shall not constitute a,
increase of the Commitment of aiy Lender, aid that a, increase in the avai Iable portion of aiy Commitment
of a,y Lender as in effeti at a,y ti me shall not constitute a, increase in ruch Commitment), (ii) ra:Juce the
principal of or rate of interest on a,y Loan (ex~t in connetiion with a waiver of c;pplicability of a,y postdefault increase in i nterest rcies), (i ii) postpone the date f ixoo for any payment of interest on any Loan or
for a,y &:hoouloo roouction or termination of a,y Commitment, (iv) postpone or changethedciefixoo for
a,y &:hoouloo payment of principal of any Loan, (v) change any provision hffeof in a manner tha would
alter the pro raa funding of Loans requira:J by SEdion 2.04{b), the pro rata shcring of payments requira:J
by SEdions2.11 (a) or 9.04 or (vi) change the currency in which Loans ere to be made or payment under
the Loan Documents is to be made, or add additional borrowers or (b) unless signa:J by each Lender, (i)
chaige thedefinition of Requira:J Lender or thisSEdion 9.05 or SEdion 9.06(a) or (ii) releasetheGucrantor
from its Obl igations under the Guara,ty. Notwithstaiding anything to the contray hffein, the
Administrative Aga,t and the Borrower may, without the consent of any Lender, enter into crnendments or
modifications to this Agreement or a,y of the other Loan Documents or to enter into additional Loan
Documents as the Administrative Aga,t reaoonably deems c;ppropriate in order to implement any
Benchma-k Repla;;ement or otherwiseeffetiuatethetermsof SEdion 2.14(b) in accordaicewith the terms
of SEdion2.14(b).
SEdion 9.06

Success::irs aid A&liqns.

Successors aid A&li gns. The provisions of this Agreement shal I be binding upon aid inure
(a)
to the benefit of the parties hereto aid their re:petiive success::irs aid a&ligns, ex~t that no Loan Party
may a&lign or otherwisetraisfer any of its rights under this Agreement without the prior written consent of
al l of the Lenders, except to the extent a,y ruch a&lignment results from the conrummaion of a merger or
consolidation permitta:J purruant to SEdion 6.07 of this Agreement.
(b)
Participations. Any Lender may at a,y time grait to one or more baiks or other fina,cial
institutions or special purpose funding vehicle (each a " Partici pant") participating interests in its
Commitments and/or a,y or all of its Loans. In the event of a,y ruch gra,t by a Lender of a participating
interest to a Participant, whether or not upon notice to the Borrower aid the Administrative Aga,t, ruch
Lender shal I remain re:ponsi ble for the performance of its obi i gations hereunder, aid the Borrower and the
AdministrativeAga,t shall continue to dea solely aid diretily with such Lender in connecti on with such
Lender's rights and obligations under this Agreement. Any agreement pursuant to which any Lender may
grait such a parti ci pati ng interest shal I provide tha ruch Lender shal I retain the sole right and re:ponsi bi Ii ty
to enforce the obl igations of the Loan Parties hereunder including, without limitation, the right to c;pprove
a,y anendment, modification or waiver of any provision of this Agreement; provida:J, that ruch
participation a:ireement may provide tha such Lender wi ll not a:iree to any modification, anendment or
waiver of this Agreement which would (i) extend the Maturity Date, roouce the rate or extend the time of
payment of principal , interest or fees on a,y Loan in which such Participant is participating (ex~t in
connetiion with a waiver of c;ppl icabil ity of any post-default increase in interest raes) or roouce the
principal crnount thereof, or increase the crnount of the Parti cipant's participation over the amount thereof
then in effro (it being understood thct a waiver of a,y Default or of a mandatory roouction in the
Commitments shall not constitute a chaige in the terms of ruch participation, aid that an increase in aiy
Commitment or Loan shall be pennitted without the consent of any Participant i f the Participant's
participction is not increased as a result thffeof) or (ii) allow the a&lignment or transfer by any Loan Party
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Section 9.05 Amendments and Waivers. Any provision of this Agreement or the Notes may be amended or waived if, but only if, such amendment or waiver is in writing and is signed by the Loan Parties and the Required Lenders (and, if the rights or duties of the Administrative Agent are affected thereby, by the Administrative Agent); provided, that no such amendment or waiver shall, (a) unless signed by each Lender adversely affected thereby, (i) extend or increase the Commitment of any Lender or subject any Lender to any additional obligation (it being understood that waivers or modifications of conditions precedent, covenants, Defaults or of mandatory reductions in the Commitments shall not constitute an increase of the Commitment of any Lender, and that an increase in the available portion of any Commitment of any Lender as in effect at any time shall not constitute an increase in such Commitment), (ii) reduce the principal of or rate of interest on any Loan (except in connection with a waiver of applicability of any post- default increase in interest rates), (iii) postpone the date fixed for any payment of interest on any Loan or for any scheduled reduction or termination of any Commitment, (iv) postpone or change the date fixed for any scheduled payment of principal of any Loan, (v) change any provision hereof in a manner that would alter the pro rata funding of Loans required by Section 2.04(b), the pro rata sharing of payments required by Sections 2.11(a) or 9.04 or (vi) change the currency in which Loans are to be made or payment under the Loan Documents is to be made, or add additional borrowers or (b) unless signed by each Lender, (i) change the definition of Required Lender or this Section 9.05 or Section 9.06(a) or (ii) release the Guarantor from its Obligations under the Guaranty. Notwithstanding anything to the contrary herein, the Administrative Agent and the Borrower may, without the consent of any Lender, enter into amendments
or modifications to this Agreement or any of the other Loan Documents or to enter into additional Loan Documents as the Administrative Agent reasonably deems appropriate in order to implement any Benchmark Replacement or otherwise effectuate the terms of Section 2.14(b) in accordance with the terms of Section 2.14(b). Section 9.06 Successors and Assigns. (a) Successors and Assigns. The provisions of this Agreement shall be binding upon and inure to the benefit of the parties hereto and their respective successors and assigns, except that no Loan Party may assign or otherwise transfer any of its rights under this Agreement without the prior written consent of all of the Lenders, except to the extent any such assignment results from the consummation of a merger or consolidation permitted pursuant to Section 6.07 of this Agreement. (b) Participations. Any Lender may at any time grant to one or more banks or other financial institutions or special purpose funding vehicle (each a “Participant”) participating interests in its Commitments and/or any or all of its Loans. In the event of any such grant by a Lender of a participating interest to a Participant, whether or not upon notice to the Borrower and the Administrative Agent, such Lender shall remain responsible for the performance of its obligations hereunder, and the Borrower and the Administrative Agent shall continue to deal solely and directly with such Lender in connection with such Lender’s rights and obligations under this Agreement. Any agreement pursuant to which any Lender may grant such a participating interest shall provide that such Lender shall retain the sole right and responsibility to enforce the obligations of the Loan Parties hereunder including, without limitation, the right to approve any amendment, modification or waiver of any provision of this Agreement; provided, that such participation agreement may provide that such Lender will not agree to any modification, amendment or
waiver of this Agreement which would (i) extend the Maturity Date, reduce the rate or extend the time of payment of principal, interest or fees on any Loan in which such Participant is participating (except in connection with a waiver of applicability of any post-default increase in interest rates) or reduce the principal amount thereof, or increase the amount of the Participant’s participation over the amount thereof then in effect (it being understood that a waiver of any Default or of a mandatory reduction in the Commitments shall not constitute a change in the terms of such participation, and that an increase in any Commitment or Loan shall be permitted without the consent of any Participant if the Participant’s participation is not increased as a result thereof) or (ii) allow the assignment or transfer by any Loan Party 45 #93052149v11

of a1y of its rights a1d obligations under this Agreement, without the consent of the Pa1icipa1t, exCEpt to
the exterit a1y such assignmerit res.lits from the consummation of a merger or consol idation permittro
pursua1t to Section 6.07 of thisAgreemerit. The Borrower agrees that eoch Pa1icipa1t shall , to the exterit
providro in its paiicipation agreement, be erititlro to the beriefits of Artide II with r~
to its
paiicipating interest to the sane exterit as if it were a Lender, subject to the Scrne requiremerits a1d
limitations therein, induding the requiremerits under Section 2.17(e) (it being understood that the
documeritation requirro under Section 2.17(e) shall be deliverro to the paiicipating Lerider} to the Scrne
exterit as if it were the Lerider, a1d in no case shall a1y Pa1icipa1t beerititlro to receivea1y amunt payal:>le
pursuant to Article II that is greater than the amount the Lender granting such Participant's participating

interest would have beeri erititlro to receive had such Lender not oold such paiicipating interest. An
assignment or other tra1.sfer which is not permittro by subsa::tion (c) or (d) below shall be giveri effect for
purposes of this Agreement only to the exterit of a paiicipcting interest gra1tro in occorda1ce with this
subsa::tion (b). Each Lerider thci rel lsapaiicipation shall, acting solely for this purpose as anon-fiduciary
agerit of the Borrower, mantain a register (oolely for tax purposes) on which it eritersthe nane a1d address
of each Participant and the principal amounts (and stated interest) of each Participant's interest in the L0a1s
or other obbgations under th e Loan Documents (the " Pa1icipa1t Register"): providro, that no Lerider shall
have a1y obligat.ion to disclose all or a1y portion of the Pa1icipa1t Register to a1y Pa-oon exCEpt to the
exterit that 9Jch di sci osure is necessary to estal:>I ish that such interest in the L 0a1 or other obi igati on under
the L0a1 Documerits is in registerro form under Section 5f.103-1(c) of the Unitro States Treasury
Regulations. The eritries in the Pa1icipa1t Register shal be condusive al:>sent manifest error, a1d such
Lerider shall treat eoch Pa-oon whose nane is recordro in the Pa1icipa1t Register as the owner of such
paii ci pati on for al I purposes of this Agreemerit notwi thsta'ldi ng a1y notice to the contra-y.
(c)

Assiqnmerits Gerieral ly. Any Lender may at aiy time assign to one or more Eligible

Assignees (each, an "Assignee") all, or a proportionate part (equivalent to an initial amount of not less than

$5,000,000 or a1y la-ger integral multiple of $1,000,000), of itsrightsa1d obligciionsunder thisAgreemerit
a1d the Notes with r~ect to its L0a1s a'ld, if still in existerice, its Commitment, a1d such Assignee shall
assume such rights aid obligations, pursuait toai Assignmerit a1dAssumption Agreement in substantially
the form of Exhibit C attachro hereto executro by such Assigneea'ld such traisferor, with (aid subject to)
the consent of the Borrower, which shall not be unreaoonal:>ly withheld or delayro, the Administrative
Agerit, which consent shall not be unrooronal:>ly withheld or delayro; providro, that if a, Assignee is a,
Approvro Fund or Affiliate of such tra1sferor Lender or was a Lender immroiately prior to such
assignment, no such conserit of the Borrower or the Administrative Agerit shall be requirro; providro,
further, that if at the time of such assignmerit a Defadt or ai Everit of DEia.lit has occurrro a1d is
continuing, no such conserit of the Borrower shall be requirro: providro, further, that the provisions of
Sections 2.12, 2.16, 2.17 a1d 9.03 of this Agreemerit shall inure to the beriefit of a tra1sferor with r~ect
to a1y L0a1s made or a1y other actions tal<eri by such tra1sferor while it was a Lender. Upon exocution
aid del ivery of such i nstrumerit a1d payment by such Assignee to such tra1sferor of a, anount equa to the
purchasepriceagreEd between such traisferor a1d such Assignee, such Assigneesha l bea Lerider paiy to
this Agreement a1d shall have all the rights aid obligations of a Lerider with a Commitmerit, if a1y, as set
forth in such instrumerit of assumption, a1d the tra1sferor shal l be releasro from its obl igations hereunder
to a corr~onding exterit, and no further conserit or action by aiy paiy shall be requirro. Upon the
consummation of aiy assignmerit pursuait to this subsa::tion (c), the tra,sferor, the Administrative Agerit
aid the Borrower shal l mal<e cppropriate a-ra,ganerits oo that, if requi rro, a new Note is issuro to the
Assignee. In connection with aiy such assignmerit, thetra1sferor shal l pay to theAdministrativeAgerit ai
admi ni strati ve fee for processing such assi gnmerit in the anount of $3,500: provi dro that the Admi ni strati ve
Agerit may, in itsoolediscraion, elect towaivesuch administrativefee in the case of a,y assignmerit. Each
Assignee shall be subject to the requiremerits under Section 2.17 aid shall, on or before the effective date
of such assignmerit, deliver to the Borrower a,d the Administrative Agerit certif ication as to exemption
from drouction or withholding of a,y Unitro States Taxes in occordaicewith Section 2.17(e).
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of any of its rights and obligations under this Agreement, without the consent of the Participant, except to the extent any such assignment results from the consummation of a merger or consolidation permitted pursuant to Section 6.07 of this Agreement. The Borrower agrees that each Participant shall, to the extent provided in its participation agreement, be entitled to the benefits of Article II with respect to its participating interest to the same extent as if it were a Lender, subject to the same requirements and limitations therein, including the requirements under Section 2.17(e) (it being understood that the documentation required under Section 2.17(e) shall be delivered to the participating Lender) to the same extent as if it were the Lender, and in no case shall any Participant be entitled to receive any amount payable pursuant to Article II that is greater than the amount the Lender granting such Participant’s participating interest would have been entitled to receive had such Lender not sold such participating interest. An assignment or other transfer which is not permitted by subsection (c) or (d) below shall be given effect for purposes of this Agreement only to the extent of a participating interest granted in accordance with this subsection (b). Each Lender that sells a participation shall, acting solely for this purpose as a non-fiduciary agent of the Borrower, maintain a register (solely for tax purposes) on which it enters the name and address of each Participant and the principal amounts (and stated interest) of each Participant’s interest in the Loans or other obligations under the Loan Documents (the “Participant Register”); provided, that no Lender shall have any obligation to disclose all or any portion of the Participant Register to any Person except to the extent that such disclosure is necessary to establish that such interest in the Loan or other obligation under the Loan Documents is in registered form under Section 5f.103-1(c) of the United States Treasury
Regulations. The entries in the Participant Register shall be conclusive absent manifest error, and such Lender shall treat each Person whose name is recorded in the Participant Register as the owner of such participation for all purposes of this Agreement notwithstanding any notice to the contrary. (c) Assignments Generally. Any Lender may at any time assign to one or more Eligible Assignees (each, an “Assignee”) all, or a proportionate part (equivalent to an initial amount of not less than $5,000,000 or any larger integral multiple of $1,000,000), of its rights and obligations under this Agreement and the Notes with respect to its Loans and, if still in existence, its Commitment, and such Assignee shall assume such rights and obligations, pursuant to an Assignment and Assumption Agreement in substantially the form of Exhibit C attached hereto executed by such Assignee and such transferor, with (and subject to) the consent of the Borrower, which shall not be unreasonably withheld or delayed, the Administrative Agent, which consent shall not be unreasonably withheld or delayed; provided, that if an Assignee is an Approved Fund or Affiliate of such transferor Lender or was a Lender immediately prior to such assignment, no such consent of the Borrower or the Administrative Agent shall be required; provided, further, that if at the time of such assignment a Default or an Event of Default has occurred and is continuing, no such consent of the Borrower shall be required; provided, further, that the provisions of Sections 2.12, 2.16, 2.17 and 9.03 of this Agreement shall inure to the benefit of a transferor with respect to any Loans made or any other actions taken by such transferor while it was a Lender. Upon execution and delivery of such instrument and payment by such Assignee to such transferor of an amount equal to the purchase price agreed between such transferor and such Assignee, such Assignee shall be a Lender party to this Agreement and shall
have all the rights and obligations of a Lender with a Commitment, if any, as set forth in such instrument of assumption, and the transferor shall be released from its obligations hereunder to a corresponding extent, and no further consent or action by any party shall be required. Upon the consummation of any assignment pursuant to this subsection (c), the transferor, the Administrative Agent and the Borrower shall make appropriate arrangements so that, if required, a new Note is issued to the Assignee. In connection with any such assignment, the transferor shall pay to the Administrative Agent an administrative fee for processing such assignment in the amount of $3,500; provided that the Administrative Agent may, in its sole discretion, elect to waive such administrative fee in the case of any assignment. Each Assignee shall be subject to the requirements under Section 2.17 and shall, on or before the effective date of such assignment, deliver to the Borrower and the Administrative Agent certification as to exemption from deduction or withholding of any United States Taxes in accordance with Section 2.17(e). 46 #93052149v11

(d)
Ass gnments to Federa Reserve Banks. Any Lender may at a,y ti me pl edge or assign a
~urity interest in a l or a,y portion of its rights under this Agreement aid its Note to ~re obligations
of ruch Lender, including a,y pledge or assignment to ~ re obligaions to a Federa Reserve Baik or
other centra baiking ruthority: provided tha no ruch pledge or assignment shal release such Lender from
a,y of itsobligaionshereunder or substitutea,y such pledgeeor assignee for such Lender as a party hereto.
(e)
Rooister. The Borrower hera:,y designates the Administraive Agent to serve as the
Borrower's agent, solely for purposes of this Section 9.06(e). to (i) maintain a register (the " Rooister") on
which the Admi ni strati ve Agent wi II record the Commitments from ti me to ti me of each Lender, the L oa,s
made by each Lender and each repayment in r~ect of the principa anount of the Loa,s of each Lender
aid to (ii) retan a copy of each Assgnment aid Assumption Agreement delivered to the Administrative
Agent pursua,t to this Section. Falureto makea,y such recordaion, or any error in ruch recordation, shal
not affect the Borrower's obligation in respect of such Loans. The entries in the Register shall be
cond usi ve, in the absence of maiifest error, and the Borrower, the Admi ni strati ve Agent aid the Lenders
shal treet each Perron in whose name a Loa, aid the Note evidencing the sane is registered as the owner
thereof for al purposes of this Agreement, notwithstaiding notice or any provision herein to the contray.
With r~ect to any Lender, the assignment or other transfer of the Commitments of ruch Lender and the
rights to the principa of, and interest on, a,y Loa, made and aiy Note issued pursua,t to this Agreement
shal not be effective unti l ruch assignment or other transfer is recorded on the Register aid, except to the
extent provided in this Section 9.06(e). otherwise complies with Section 9.06, and prior to such recordaion
al amounts owing to the transferring Lender with r~Ed to such Commitments, Loais and Notes shal
reman owing to the traisferring Lender. The registration of assignment or other traisfer of al or part of
aiy Commitments, Loais and Notes for a Lender shal be recorded by the Administrative Agent on the
Register only upon the acceptaice by the Administraive Agent of a properly executed aid delivered
Assgnment aid Assulll)tion Agreement and payment of the administrative fee referred to in
Section 9.06(c). The Register shal beavalablefor in~ection by the Borrower at a,y reaoonabletimeand
from ti me to ti me upon reaoonabl e prior notice. In addition, at a,y ti me that a request for a consent for a
maeri a or rubstantive change to the Loa, Documents is pending, any Lender wishing to conrul t with other
Lenders in connoction therewith may request aid receive from the Administrative Agent a copy of the
Register. The Borrower may not replace a,y Lender pursuant to Section 2.08, unless, with r~ect to any
Notes held by such Lender, therequirementsof Section 9.06(c) aid this Section 9.06(e) have been satisfied.
Section 9.07
Governing Law: Submisson to--'.Jriooiction. This Agreement and each Noteshal
be governed by and construed in accordaicewith the interna laws of the Stae of New York. Eoch Loa,
Party hera:,y submits to the exclusive juriooiction of the United States District Court for the Southern
District of Ne.v York aid of a,y New York State court sitting in New York City, borough of Manhattai,
for purposes of al lega proceedings arising out of or relaing to this Agreement or the transoctions
contemplated hera:>y. Eoch Loan Party irrevocably waves, to the fullest extent permitted by law, any
objection which it may now or hereafter have to the Iayi ng of the venue of any such proceeding brought in
such court aid a,y dam that a,y ruch proceeding brought in a,y ruch court has been brought in an
inconvenient forum.
Section 9.08
Counterparts: lntooraion; Effoctiveness. This Agreement shal become effoctive
on the Effoctive Date. This Agreement may be signed in a,y number of counterparts, each of which shal
be a, origina , with the sane effoct as if the signciures thereto aid hereto were upon the sane instrument.
On and citer the Effoctive Date, this Agreement aid the other Loa, Documents constitute the entire
agreement and understanding among the parties hereto and ruperse'.ie any and al prior agreements and
understandings, ora or written, relating to the rubject matter hereof and thereof.
Section 9.09
Generaly Accooted Accounting Principles. Unlessotherwise~oofied herein, al
occounting terms use'.i herein shal be interpreted, a l occounting determinciions hereunder sha l be made
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(d) Assignments to Federal Reserve Banks. Any Lender may at any time pledge or assign a security interest in all or any portion of its rights under this Agreement and its Note to secure obligations of such Lender, including any pledge or assignment to secure obligations to a Federal Reserve Bank or other central banking authority; provided that no such pledge or assignment shall release such Lender from any of its obligations hereunder or substitute any such pledgee or assignee for such Lender as a party hereto. (e) Register. The Borrower hereby designates the Administrative Agent to serve as the Borrower’s agent, solely for purposes of this Section 9.06(e), to (i) maintain a register (the “Register”) on which the Administrative Agent will record the Commitments from time to time of each Lender, the Loans made by each Lender and each repayment in respect of the principal amount of the Loans of each Lender and to (ii) retain a copy of each Assignment and Assumption Agreement delivered to the Administrative Agent pursuant to this Section. Failure to make any such recordation, or any error in such recordation, shall not affect the Borrower’s obligation in respect of such Loans. The entries in the Register shall be conclusive, in the absence of manifest error, and the Borrower, the Administrative Agent and the Lenders shall treat each Person in whose name a Loan and the Note evidencing the same is registered as the owner thereof for all purposes of this Agreement, notwithstanding notice or any provision herein to the contrary. With respect to any Lender, the assignment or other transfer of the Commitments of such Lender and the rights to the principal of, and interest on, any Loan made and any Note issued pursuant to this Agreement shall not be effective until such assignment or other transfer is recorded on the Register and, except to the extent provided in this Section 9.06(e), otherwise complies with Section 9.06, and prior to such recordation all
amounts owing to the transferring Lender with respect to such Commitments, Loans and Notes shall remain owing to the transferring Lender. The registration of assignment or other transfer of all or part of any Commitments, Loans and Notes for a Lender shall be recorded by the Administrative Agent on the Register only upon the acceptance by the Administrative Agent of a properly executed and delivered Assignment and Assumption Agreement and payment of the administrative fee referred to in Section 9.06(c). The Register shall be available for inspection by the Borrower at any reasonable time and from time to time upon reasonable prior notice. In addition, at any time that a request for a consent for a material or substantive change to the Loan Documents is pending, any Lender wishing to consult with other Lenders in connection therewith may request and receive from the Administrative Agent a copy of the Register. The Borrower may not replace any Lender pursuant to Section 2.08, unless, with respect to any Notes held by such Lender, the requirements of Section 9.06(c) and this Section 9.06(e) have been satisfied. Section 9.07 Governing Law; Submission to Jurisdiction. This Agreement and each Note shall be governed by and construed in accordance with the internal laws of the State of New York. Each Loan Party hereby submits to the exclusive jurisdiction of the United States District Court for the Southern District of New York and of any New York State court sitting in New York City, borough of Manhattan, for purposes of all legal proceedings arising out of or relating to this Agreement or the transactions contemplated hereby. Each Loan Party irrevocably waives, to the fullest extent permitted by law, any objection which it may now or hereafter have to the laying of the venue of any such proceeding brought in such court and any claim that any such proceeding brought in any such court has been brought in an inconvenient forum. Section
9.08 Counterparts; Integration; Effectiveness. This Agreement shall become effective on the Effective Date. This Agreement may be signed in any number of counterparts, each of which shall be an original, with the same effect as if the signatures thereto and hereto were upon the same instrument. On and after the Effective Date, this Agreement and the other Loan Documents constitute the entire agreement and understanding among the parties hereto and supersede any and all prior agreements and understandings, oral or written, relating to the subject matter hereof and thereof. Section 9.09 Generally Accepted Accounting Principles. Unless otherwise specified herein, all accounting terms used herein shall be interpreted, all accounting determinations hereunder shall be made 47 #93052149v11

and a I fi nm a statements required to be delivered hereunder sha I be prepa-ed in accordance with GAA P
as in effect from time to time, cpplied on a basis consistent (except for chalges concurred in by the
Guarantor's independent public accountants) with the audited consolidated financia sta'.ements of the
Gua-antor and its Conroli dated SUbsidia-ies most ra::ently delivered to the Lenders; provided, that, if the
Gua-antor notifiestheAdministrciiveAgent tha'. theGua-antor wishes to amend any covenant in Artide VI
to elimina'.e the effect of any change in GAAP on the q:>eration of such covenant (or if theAdministra'.ive
Agent notifies the Gua-antor that the Required Lenders wish to amend Artide VI for such purpose), then
the Guarantor's compliance with such covenant shal be determined on the basis of GAAP in effect
immediaely before the relevant change in GAAP beca-ne effective, until either such notice is withdrawn
or such covenant is amended in a manner satisoctory to the Gua-antor and the Required Lenders.
~ion 9.10 ~ - The following rules of construction and usage shal be cpplicableto this
Agreem€11t and to any instrument or agreement that is governed by or referred to in this Agreement.
(a)
All terms defined in this Agreement shal have the defined mea,ings when used in any
instrument governed hereby or referred to herein and in any certi fi ca'.e or other document ma:Je or delivered
pursuant hereto or thereto uni ess otherwise defined therein.
(b)
The words "hereof', "herein", "hereunder" and words of similar import when used in this
Agreem€11t or in any instrument or agreement governed here shal be construed to refer to thisAgreem€11t
or such instrument or agreem€11t, as cpplicable, in its entirety and not to any particula- provision or
subdivision heroof or theroof.
(c)
References in this Agreement to "Article", "Section" , "Exhibit", "Schedule" or another
subdivision or atachment shal be construed to refer to an artide, section or other subdivision of, or an
exhibit, schedule or other atachment to, this Agreement unless the context otherwise requires; references
in any instrument or agreement governed by or referred to in this Agreement to "Article", "Section",
"Exhibit", "Schedule" or another subdivision or attachment shall be construed to refer to an article, section
or other subdivision of, or an exhibit, schedule or other attachment to, such instrument or agreement unless
the context otherwise requires.
(d)
The definitions contaned in this Agreement shal cpply equaly to the singula- and plura
forms of such terms. Whenever the context may requi re, any pronoun shal indude the corresponding
masculine, feminine and neuter fo1ms. The word "will" shall be construed to have the same meaning as
the word "shall". The term "including" shall be construed to have the same meaning as the phrase
"including without limitation".
(e)
Unless the context otherwise requires, any definition of or ra'erence to any agreement,
instrument, statute or document contaned in this Agreement or in any agreement or instrument that is
governed by or ra'e-red to in this Agreement shal be construed (i) as ra'e-ring to such agreement,
instrument, statute or document as the same may be amended, supplemented or otherwise modified from
time to time (subject to any restrictions on such amendments, supplements or modifica'.ionsset forth in this
Agreem€11t or in any agreement or instrument governed by or ra'erred to in this Agreement), induding (in
the case of agreements or instruments) by waver or consent and (in the case of stautes) by success on of
compa-able succesoor statutes and (ii) to include (in the case of agreements or instruments) ra'erences to
al atachments thereto and instruments incorporated therein. Any refe-ence to any Perron shal be
construed to include such Person's successors and permitted assigns.
(f)
Unless the context otherwise requires, wheneve- any statement is qualified by "to the best
knowledge of' or " known to" (or a similar phrase) any Person that is not a natural person, it is intended to
i ndi ca'.e tha the senior management of such Per&)fl has conducted a commerci a Iy reeoonabl e inquiry and

48
l/93052149v11

and all financial statements required to be delivered hereunder shall be prepared in accordance with GAAP as in effect from time to time, applied on a basis consistent (except for changes concurred in by the Guarantor’s independent public accountants) with the audited consolidated financial statements of the Guarantor and its Consolidated Subsidiaries most recently delivered to the Lenders; provided, that, if the Guarantor notifies the Administrative Agent that the Guarantor wishes to amend any covenant in Article VI to eliminate the effect of any change in GAAP on the operation of such covenant (or if the Administrative Agent notifies the Guarantor that the Required Lenders wish to amend Article VI for such purpose), then the Guarantor’s compliance with such covenant shall be determined on the basis of GAAP in effect immediately before the relevant change in GAAP became effective, until either such notice is withdrawn or such covenant is amended in a manner satisfactory to the Guarantor and the Required Lenders. Section 9.10 Usage. The following rules of construction and usage shall be applicable to this Agreement and to any instrument or agreement that is governed by or referred to in this Agreement. (a) All terms defined in this Agreement shall have the defined meanings when used in any instrument governed hereby or referred to herein and in any certificate or other document made or delivered pursuant hereto or thereto unless otherwise defined therein. (b) The words “hereof”, “herein”, “hereunder” and words of similar import when used in this Agreement or in any instrument or agreement governed here shall be construed to refer to this Agreement or such instrument or agreement, as applicable, in its entirety and not to any particular provision or subdivision hereof or thereof. (c) References in this Agreement to “Article”, “Section”, “Exhibit”, “Schedule” or another subdivision or attachment shall be construed to refer to an article,
section or other subdivision of, or an exhibit, schedule or other attachment to, this Agreement unless the context otherwise requires; references in any instrument or agreement governed by or referred to in this Agreement to “Article”, “Section”, “Exhibit”, “Schedule” or another subdivision or attachment shall be construed to refer to an article, section or other subdivision of, or an exhibit, schedule or other attachment to, such instrument or agreement unless the context otherwise requires. (d) The definitions contained in this Agreement shall apply equally to the singular and plural forms of such terms. Whenever the context may require, any pronoun shall include the corresponding masculine, feminine and neuter forms. The word “will” shall be construed to have the same meaning as the word “shall”. The term “including” shall be construed to have the same meaning as the phrase “including without limitation”. (e) Unless the context otherwise requires, any definition of or reference to any agreement, instrument, statute or document contained in this Agreement or in any agreement or instrument that is governed by or referred to in this Agreement shall be construed (i) as referring to such agreement, instrument, statute or document as the same may be amended, supplemented or otherwise modified from time to time (subject to any restrictions on such amendments, supplements or modifications set forth in this Agreement or in any agreement or instrument governed by or referred to in this Agreement), including (in the case of agreements or instruments) by waiver or consent and (in the case of statutes) by succession of comparable successor statutes and (ii) to include (in the case of agreements or instruments) references to all attachments thereto and instruments incorporated therein. Any reference to any Person shall be construed to include such Person’s successors and permitted assigns. (f) Unless the context otherwise requires, whenever any statement is
qualified by “to the best knowledge of” or “known to” (or a similar phrase) any Person that is not a natural person, it is intended to indicate that the senior management of such Person has conducted a commercially reasonable inquiry and 48 #93052149v11

investigation prior to ma<ing &.Jch statement a-id no member of the senior ma,~ement of &.Jch Person
(induding ma-i~s, in the case of limite:l liroility compa-iies, a-id genera painers, in the case of
painerships) has current a:::tua knowle:lgeof thei noccurocy of &.Jch stciement.
(g)
UnlESSotherwise ~ecifie:l, al references herein to times of def/ shal constitute references
to New York City time.
SEdion 9.11
WAIVER OF JJRY TRIAL. EACH OF THE LOAN PARTIES HEREBY
IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JJRY IN ANY LEGAL
PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE
TRAN&\CTIONSCONTEMPLATED HEREBY .
SEdion 9.12
Confidentiaity. Ecrll Lender ~rees to hold al non-public informciion obtaine:l
pur&.Ja-it to the requirements of this Agreement in a::corda-ice with its customa-y proce:lure for ha-idling
confidentia information of this nature a-id in occorda-ice with safe a-id sound ba-iking pra:::ti ces; provide:l,
thci nothing herein sha I prevent a,y Lender from di sci osi ng &.Jch information (i) to a,y other Lender or to
the Administrative Agent, (ii) to a,y other Person if rea9)nroly incidenta to the alministraion of the
Loa-is, (iii) upon the order of a,y court or alministrative~ency, (iv) to the extent requeste:l by, or require:l
to be disclosed to, a,y rating ~cy or re;:iulatory ~ency or simila- aithority (induding a,y seH-re;:iulaory
a.,thority, &.Jch as the Naiona Association of ln&.Jra-ice Commissioners), (v) which hal been publidy
disclose:l other tha-i as a result of a disdo&.Jre by the Administraive Agent or a,y Lender prohibite:l by
this Agreement, (vi) in connection with a,y litigation to which the Administrative Agent, a,y Lender or
a,y of their re:poctive Subsidia-ies or Affiliates mcff be paiy, (vii) to the extent nocessary in connoction
with the exercise of a,y rerne:ly hereunder, (viii) to such Lender's or the A dmi ni strati ve Agent's Affiliates
a-id their re:pocti ve di roctors, officers, ernpl oyees, service providers a-id ~ts ind udi ng I e;:ia counsel a-id
independent aiditors (it being understood thci the Persons to whom &.Jch disclosure is male will be
informed of the confidentia nature of &.Jch information and instructed to keep &.Jch information
confidentia), (ix) with the consent of the Borrower, (x) to Gold Sheets a-id other simila- ba-ik trale
publications, &.Jch informaion to consist solely of dea terms a,d other information customa-ily found in
&.Jch publicaions a-id (xi) &.Jbjoct to provisions &.Jbstantialy simila- to those containe:l in this SEdion, to
a,y a:::tua or proposed Pa-ti ci pa-it or Assignee or to a,y a:::tua or pr~ecti ve counterpaiy (or its alvi sors)
to any securitization, swap or derivative transaction relating to the Loan Parties' Obligations hereunder.
Notwithsta-iding thefore;:ioing, theAdministraiveAgent, a,y Lender or Davis Polk & Wa-dwell LLPmcff
circulatepromotiona materiasa-id pla::ealvertisements in fina-icia a-id other new~cpersand periodicas
or on a home pa,:ie or si mi Iar pl a::e for di ssemi nation of information on the Internet or wort dwi de web, in
eoch case, after the dosing of the transactions contemplated by this Agreement in the form of a "tombstone"
or other release limited to describing the nanes of the Loa-i Pa-ties or their Affilicies, or a,y of them, a-id
the a-nount, type a-id dosing date of &.Jch tra-isactions, al a their sole expense.
SEdion 9.13
U&\ PATRIOT Act Notice. Ecrll Lender tha is &.Jbjoct to the Patriot Act (as
hereinafter defined) a-id the Beneficia Ownership Re;:iulaion and the Administrative Agent (for itself a-id
not on behaf of a,y Lender) hereby notifies the Loa, Pa-ties tha pur&.Ja-it to the requirements of the U&\
PATRIOT Act (Title 111 of Pub.L. 107-56 (signed into law October 26, 2001)) (the " Patriot Act") and the
Beneficia Ownership Re;:iulation, it is required to obtain, verify a-id record informaion tha identifies the
Borrower a-id the Gua-a-itor, which information indudes the nane a-id aldrESS of eoch Loa-i Pa-ty a-id
other information tha will a low &.Jch Lender or theAdministraiveAgent, asapplicrole, to identify eoch
Loa, Pa-ty in occorda,cewith the Patriot Act and, to the extent such Loan Party is a " legal entity customer"
under the Beneficia Ownership Re;:iulation, the Beneficia Ownership Re;:iulaion.
Section 9.14
No Fiducia::y Duty. Ecrll Agent, eoch Lender and their re:poctive Affiliaes
(colloctively, solely for purposes of this paragraph, the " Lender Pa-ties"), may have economic interests that
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investigation prior to making such statement and no member of the senior management of such Person (including managers, in the case of limited liability companies, and general partners, in the case of partnerships) has current actual knowledge of the inaccuracy of such statement. (g) Unless otherwise specified, all references herein to times of day shall constitute references to New York City time. Section 9.11 WAIVER OF JURY TRIAL. EACH OF THE LOAN PARTIES HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. Section 9.12 Confidentiality. Each Lender agrees to hold all non-public information obtained pursuant to the requirements of this Agreement in accordance with its customary procedure for handling confidential information of this nature and in accordance with safe and sound banking practices; provided, that nothing herein shall prevent any Lender from disclosing such information (i) to any other Lender or to the Administrative Agent, (ii) to any other Person if reasonably incidental to the administration of the Loans, (iii) upon the order of any court or administrative agency, (iv) to the extent requested by, or required to be disclosed to, any rating agency or regulatory agency or similar authority (including any self-regulatory authority, such as the National Association of Insurance Commissioners), (v) which had been publicly disclosed other than as a result of a disclosure by the Administrative Agent or any Lender prohibited by this Agreement, (vi) in connection with any litigation to which the Administrative Agent, any Lender or any of their respective Subsidiaries or Affiliates may be party, (vii) to the extent necessary in connection with the exercise of any remedy hereunder, (viii) to such Lender’s or the Administrative Agent’s Affiliates and
their respective directors, officers, employees, service providers and agents including legal counsel and independent auditors (it being understood that the Persons to whom such disclosure is made will be informed of the confidential nature of such information and instructed to keep such information confidential), (ix) with the consent of the Borrower, (x) to Gold Sheets and other similar bank trade publications, such information to consist solely of deal terms and other information customarily found in such publications and (xi) subject to provisions substantially similar to those contained in this Section, to any actual or proposed Participant or Assignee or to any actual or prospective counterparty (or its advisors) to any securitization, swap or derivative transaction relating to the Loan Parties’ Obligations hereunder. Notwithstanding the foregoing, the Administrative Agent, any Lender or Davis Polk & Wardwell LLP may circulate promotional materials and place advertisements in financial and other newspapers and periodicals or on a home page or similar place for dissemination of information on the Internet or worldwide web, in each case, after the closing of the transactions contemplated by this Agreement in the form of a “tombstone” or other release limited to describing the names of the Loan Parties or their Affiliates, or any of them, and the amount, type and closing date of such transactions, all at their sole expense. Section 9.13 USA PATRIOT Act Notice. Each Lender that is subject to the Patriot Act (as hereinafter defined) and the Beneficial Ownership Regulation and the Administrative Agent (for itself and not on behalf of any Lender) hereby notifies the Loan Parties that pursuant to the requirements of the USA PATRIOT Act (Title III of Pub.L. 107-56 (signed into law October 26, 2001)) (the “Patriot Act”) and the Beneficial Ownership Regulation, it is required to obtain, verify and record information that identifies the Borrower and the Guarantor,
which information includes the name and address of each Loan Party and other information that will allow such Lender or the Administrative Agent, as applicable, to identify each Loan Party in accordance with the Patriot Act and, to the extent such Loan Party is a “legal entity customer” under the Beneficial Ownership Regulation, the Beneficial Ownership Regulation. Section 9.14 No Fiduciary Duty. Each Agent, each Lender and their respective Affiliates (collectively, solely for purposes of this paragraph, the “Lender Parties”), may have economic interests that 49 #93052149v11

conflict with those of the L001 Pa-ties, their re:pa::tive Affiliaes a,d/or their re:pa::tive stockholders
( collectively, solely for purposes of this paragraph, the "Borrower Pa-ties"). Each Loa, Pa-ty agrees that
nothing in the Loa, Documerits or otherwise wi ll be deemed to creae a, a:lvisory, fiduciay or agericy
relaionship or fiduciay or other implia:I duty (other tha, a,y irrplia:I duty of good f aith) between a,y
Lerider Pa-ty, on the one ha,d, and a,y Borrower Pa-ty, on the other. The Lerider Pa-ties ocknowla:lge and
agree that (a) the tra,sactions contefll)laa:t by the Loa, Documerits (induding the exercise of rights a,d
remedies hereunder and thereunder) are ann's-lerigth commercia tra,sactions baween the Lerider Pa-ties,
on the one haid, a,d the Loa, Parties, on the other a,d (b) in conna::tion therewith and with the process
leooing thereto, (i) no Lerider Pa-ty has assuma:I a, a:lvisory or fiduciay re:ponsibi lity in favor of a,y
Borrower Pa-ty with re:pa::t to the tra,sactions contempl ata:I hereby (or the exercise of rights or rema:lies
with re:pa::t thereto) or the process Ieooi ng thereto (i rre:pa::tive of whether a,y L erider Pa-ty has a:lvi sa:t,
is curreritly a:lvising or wi ll a:lvise a,y Borrower Pa-ty on other matters) or a,y other obligaion to a,y
Borrower Pa-ty exCE'l)t theobl igationsexpressly set forth in the Loan Documeritsa,d (ii) ea::h Lerider Pa-ty
is ceting solely as principa and not as the agerit or fiduciay of a,y Borrower Pa-ty. Each Loan Pa-ty
ocknowl ooges a,d agrees that it has consul too its own Iega and fi na,ci a a:lvi sors to the exterit it deema:I
apprq:>riate a,d tha it is re:ponsible for ma<ing its own indE;periderit judgmerit with re:pa::t to ruch
tra,sacti ons and the process Ieooi ng thereto. Each Loan Pa-ty agrees that it wi 11 not d aim that a,y L erider
Pa-ty has reridera:I a:lvisory rervices of any nature or re:pa::t, or owes a fiduciay or simila- duty to any
Borrower Pa-ty, in conna::ti on with such transaction or the process Ieooi ng thereto.
Soction 9.15 Acknowla:tgmerit and Consent to Bai l-In of Affa::ta:t Financia Institutions.
Notwithstanding anything to the contray in any Loan Documerit or in any other agreemerit, a-rangemerit
or understanding anong any such parties, ea::h party hereto ocknowl a:lges that any Ii cbi Ii ty of any L erider
tha is an Affa::ta:t Financia Institution a-ising under any Loan Documerit, to the exterit ruch licbility is
unse:;ura:t, may be rubja::t to the Write-Down a,d Conversion Powers of the applicable Reoolution
Authority and agrees a,d consents to, and a::knowla:tges and agrees to be bound by:
(a)
the application of any Write-Down and Conversion Powers by the applicable Reoolution
Authority to any such licbilitiesarising herainderwhich may bepaycbleto it by any Leridertha isan EEA
Fi nanci a I nstituti on; and
(b)

theeffa::tsof any Bail-In Action on any ruch licbi lity, induding, if applicable:
(i)

a ra:tuction in full or in part or cancellation of any such licbility;

(ii)
a conversion of al, or a portion of, ruch licbility into sha-es or other instrumerits
of ownership in such Affa::ta:I Financia Institution, its pa-erit underta<ing, or a bridge institution
tha may be issua:I to it or otherwise conferra:t on it, a,d that such sha-es or other instrumerits of
ownership will be a::a,pta:t by it in liai of any rights with re:pa::t to any such licbility under this
Agreemerit or any other Loa, Documerit; or
(iii)
the va-iaion of the terms of such licbi lity in conna::tion with the exercise of the
write-down and conversion powers of the applicable Reool uti on Authority.
Soction 9.16
Surviva. Sa::tions 2.12, 2.16, 2.17 and 9.03 shal rurvivethe Maurity Date for
the beriefit of ea::h Agerit and Each Lerider, as applicable.
Socti on 9.17
I nte-est Rate Li mi tati on. Notwithstanding anything herein to the contray, if a any
time the interest rate applicable to any Loan, together with al fees, cha-ges and othe- amounts which a-e
treated as interest on such Loan under applicable law (collectively the " Cha-ges"), shall exceed the
maximum lawful rate (the " Maximum Rate") which may be contracted for, charged, taken, received or
50
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conflict with those of the Loan Parties, their respective Affiliates and/or their respective stockholders (collectively, solely for purposes of this paragraph, the “Borrower Parties”). Each Loan Party agrees that nothing in the Loan Documents or otherwise will be deemed to create an advisory, fiduciary or agency relationship or fiduciary or other implied duty (other than any implied duty of good faith) between any Lender Party, on the one hand, and any Borrower Party, on the other. The Lender Parties acknowledge and agree that (a) the transactions contemplated by the Loan Documents (including the exercise of rights and remedies hereunder and thereunder) are arm’s-length commercial transactions between the Lender Parties, on the one hand, and the Loan Parties, on the other and (b) in connection therewith and with the process leading thereto, (i) no Lender Party has assumed an advisory or fiduciary responsibility in favor of any Borrower Party with respect to the transactions contemplated hereby (or the exercise of rights or remedies with respect thereto) or the process leading thereto (irrespective of whether any Lender Party has advised, is currently advising or will advise any Borrower Party on other matters) or any other obligation to any Borrower Party except the obligations expressly set forth in the Loan Documents and (ii) each Lender Party is acting solely as principal and not as the agent or fiduciary of any Borrower Party. Each Loan Party acknowledges and agrees that it has consulted its own legal and financial advisors to the extent it deemed appropriate and that it is responsible for making its own independent judgment with respect to such transactions and the process leading thereto. Each Loan Party agrees that it will not claim that any Lender Party has rendered advisory services of any nature or respect, or owes a fiduciary or similar duty to any Borrower Party, in connection with such transaction or the process leading thereto. Section 9.15
Acknowledgment and Consent to Bail-In of Affected Financial Institutions. Notwithstanding anything to the contrary in any Loan Document or in any other agreement, arrangement or understanding among any such parties, each party hereto acknowledges that any liability of any Lender that is an Affected Financial Institution arising under any Loan Document, to the extent such liability is unsecured, may be subject to the Write-Down and Conversion Powers of the applicable Resolution Authority and agrees and consents to, and acknowledges and agrees to be bound by: (a) the application of any Write-Down and Conversion Powers by the applicable Resolution Authority to any such liabilities arising hereunder which may be payable to it by any Lender that is an EEA Financial Institution; and (b) the effects of any Bail-In Action on any such liability, including, if applicable: (i) a reduction in full or in part or cancellation of any such liability; (ii) a conversion of all, or a portion of, such liability into shares or other instruments of ownership in such Affected Financial Institution, its parent undertaking, or a bridge institution that may be issued to it or otherwise conferred on it, and that such shares or other instruments of ownership will be accepted by it in lieu of any rights with respect to any such liability under this Agreement or any other Loan Document; or (iii) the variation of the terms of such liability in connection with the exercise of the write-down and conversion powers of the applicable Resolution Authority. Section 9.16 Survival. Sections 2.12, 2.16, 2.17 and 9.03 shall survive the Maturity Date for the benefit of each Agent and Each Lender, as applicable. Section 9.17 Interest Rate Limitation. Notwithstanding anything herein to the contrary, if at any time the interest rate applicable to any Loan, together with all fees, charges and other amounts which are treated as interest on such Loan under applicable law (collectively the “Charges”), shall exceed the
maximum lawful rate (the “Maximum Rate”) which may be contracted for, charged, taken, received or 50 #93052149v11

reserved by the Lender holding such Loa, in cCCOrdance with cl)pl i ca:>I e IaN, the rate of interest payool e in
re;poct of such Loa, hereunder, toga her with a I Cha-ges payool e in re;poct thera:,f, sha I be Ii mi ted to the
Maximum Rate and, to the extent la.Nful, the interest and Cha-gesthat would have been payoole in re;poct
of such Loa, but were not payoole as a result of the operation of this SEdion shal be cumulated and the
interest and Cha-gespayooleto such Lender in re;poct of other Loaisor periods shal be increased (but not
above the Maximum Rae therEtor) until such cumulated amount, together with interest thera:,n a the
Federa Funds Rate to thedaeof rt:payment, shal have been ra::aved by such Lender.
SEdion 9.18
Severooility. Any provision of any Loa, Document held to be invaid, illega or
unenforcerolein any juris::liction sha l, asto suchjuris::liction, be indfoctiveto the extent of such invaidity,
illegaity or unenforceroi lity without afocting the vaidity, legaity and enforceroility of the remaining
provisionsthera:,f; and theinvaidity of apa-ticula-provision in aparticula-juris::liction shal not invaidate
such provision in any other juris::liction.
Headings. Artideand SEdion headingsandtheTooleof Contentsusa::l herein a-e
SEdion 9.19
for convenience of reference only, a-e not part of this Agreement and shal not affoct the construction of,
or beta<en into consideration in interpra:ing, thisAgreement.
ARTICL E X
GUARANTY
SEdion 10.01 Gua-anty. The Gua-antor unconditionaly, oosolutely and irrevoca:>ly gua-antees
to theAdministraiveAgent and eoch Lender as though it was a primary obliger for, the full and punctua
payment of the Obligations when due (whether ci stated maturity, upon occeleration or otherwise). If the
Borrower fails to pay any Obligation punctualy when due, the Gua-antor agrees that it will forthwith on
demand pay the amount not so paid at theplaoeand in the manner ~ i fied in the relevant Loa, Document.
Notwithstanding the foregoing, the liooility of the Gua-antor individua ly with re;poct to its obligciions,
induding any payment made pursuant to, this Gua-anty shal be limited to an aggregate amount equa to
the maximum amount that would not render the Guarantor' s obligations hereunder subject to avoidance
under the Bankruptcy Code or any compa-ooleprovisions of any cl)plica:>le state laN. This Gua-anty is a
Gua-anteeof payment and not merely of colloction.
SEdion 10.02 Gua-anty Unconditiona . The obl igc:tions of the Gua-antor hereunder shal be
unconditiona and oosolute and, without limiting the generaity of the foregoing, shal not be released,
discha-ged or otherwiseafocted by:
(a)
any change in the amount or purpose of or the time, manner, method, or plaoeof payment
or performance of any of the Obligations or any extension, renewa , settlement, COOl)romise, waiver or
release in re;poct of any obligaion of the Borrower or any other Person under any Loa, Document, by
operaion of laN or otherwise;
(b)
any modification, extension, renewa or amendment of or supplement to any Loa,
Document or any of theObligciionsor any execution or delivery of any additiona Loa, Documents;
any release, impairment, non-perfoction or invaidity of any diroct or indiroct socurity for
(c)
any obligation of the Borrower or any other Person under any Loa, Document;
any change in the corporate existence, structure or ownership of the Borrower or any other
(d}
Person or any of their re;poctiveSubsidia-ies, or any insolvency, bankruptcy, ra:,rganizaion or other similaprooee:ling afocting the Borrower or any other Person or any of their assets or any resulting release or
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reserved by the Lender holding such Loan in accordance with applicable law, the rate of interest payable in respect of such Loan hereunder, together with all Charges payable in respect thereof, shall be limited to the Maximum Rate and, to the extent lawful, the interest and Charges that would have been payable in respect of such Loan but were not payable as a result of the operation of this Section shall be cumulated and the interest and Charges payable to such Lender in respect of other Loans or periods shall be increased (but not above the Maximum Rate therefor) until such cumulated amount, together with interest thereon at the Federal Funds Rate to the date of repayment, shall have been received by such Lender. Section 9.18 Severability. Any provision of any Loan Document held to be invalid, illegal or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such invalidity, illegality or unenforceability without affecting the validity, legality and enforceability of the remaining provisions thereof; and the invalidity of a particular provision in a particular jurisdiction shall not invalidate such provision in any other jurisdiction. Section 9.19 Headings. Article and Section headings and the Table of Contents used herein are for convenience of reference only, are not part of this Agreement and shall not affect the construction of, or be taken into consideration in interpreting, this Agreement. ARTICLE X GUARANTY Section 10.01 Guaranty. The Guarantor unconditionally, absolutely and irrevocably guarantees to the Administrative Agent and each Lender as though it was a primary obligor for, the full and punctual payment of the Obligations when due (whether at stated maturity, upon acceleration or otherwise). If the Borrower fails to pay any Obligation punctually when due, the Guarantor agrees that it will forthwith on demand pay the amount not so paid at the place and in the manner specified in the relevant Loan
Document. Notwithstanding the foregoing, the liability of the Guarantor individually with respect to its obligations, including any payment made pursuant to, this Guaranty shall be limited to an aggregate amount equal to the maximum amount that would not render the Guarantor’s obligations hereunder subject to avoidance under the Bankruptcy Code or any comparable provisions of any applicable state law. This Guaranty is a Guarantee of payment and not merely of collection. Section 10.02 Guaranty Unconditional. The obligations of the Guarantor hereunder shall be unconditional and absolute and, without limiting the generality of the foregoing, shall not be released, discharged or otherwise affected by: (a) any change in the amount or purpose of or the time, manner, method, or place of payment or performance of any of the Obligations or any extension, renewal, settlement, compromise, waiver or release in respect of any obligation of the Borrower or any other Person under any Loan Document, by operation of law or otherwise; (b) any modification, extension, renewal or amendment of or supplement to any Loan Document or any of the Obligations or any execution or delivery of any additional Loan Documents; (c) any release, impairment, non-perfection or invalidity of any direct or indirect security for any obligation of the Borrower or any other Person under any Loan Document; (d) any change in the corporate existence, structure or ownership of the Borrower or any other Person or any of their respective Subsidiaries, or any insolvency, bankruptcy, reorganization or other similar proceeding affecting the Borrower or any other Person or any of their assets or any resulting release or 51 #93052149v11

discha-ge of a-iy obligation (induding a-iy of the Obligations) of the Borrower or a-iy other Person under
a-iy Loa-i Document;
(e)
the existence of a-iy claim, set-off, defense, counterclaim, withholding or other right that
the Gua-a-itor or the Borrower may have at a-iy time against a,y Person {including the Administrative
Agent a-id the Lenders), whether in connection with the Loa1 Documents or a-iy unrelated tra-isoctions;
provided that nothing herein shall prevent the assertion of a-iy such claim or defense by sepa-ate suit or
compulsory counterdaim;
(f)
a-iy avoida-ioe, subordination, invalidity or unenforceooility relating to or against the
Borrower or a-iy other Person for a-iy reaoon of a-iy Obl igation or a,y Loa1 Document, a-iy provision of
cppl i ca:,( e IaN or regulation purporting to prohibit the payment of a-iy Obi igati on by the Borrower or a-iy
other Person, or the Borrower denies that it has a-iy or further lia:iility or obligation under a-iy Loa,
Document, or purports to revoke, terminate or reocind a-iy Obligation or provision of a-iy Loa1 Document;
(g)
a-iy failure of theAdministrativeAgent or a-iy Lenda- to assert a-iy daim or dema,d or to
exercise or enforce a-iy right or remedy unda- the provisions of a-iy L oa-i Document or to assert a-iy breoch
of or defailt unda- a-iy Loa1 Document or a-iy breoch of the Obligations; or
{h)
a-iy other oct or omission to oct or delay of a-iy kind by the Borrowa-, a-iy other pa-ty to
a-iy Loa1 Document or a-iy other Person, or a-iy otha- circumsta-ice whatsoeva- that might, but for the
provisions of this claise (h), constitute a legal or e:iuita:>le discha-ge of or defense to a-iy obligation of the
Gua-a-itor hereunder.
Se::tion 10.03 Di!:eha-ge Only Upon Payment in Full: Reinstatement in Caiain Circumsta-ices.
The Guarantor's obligations hereunder shall remain in full force and effect until all Obligations shall have
been paid in ful l a-id all Commitments have been terminated. If at a-iy timea-iy payment of a-iy Obligation
is reoci nded or must be otherwise resl:ora:l or returna:l upon the i nool vency, bankruptcy or reorga-ii zati on
of the Borrower or otherwise, the Guarantor's obligations hereunder shall be reinstated as though such
payment had been due but not made at such ti me.
Se::tion 10.04 Waiver by Gua-a-itor. The Gua-a-itor irrevoca:,ly waives (a) occeptance hereof,
presentment, dema-id for performance, promptness, dil igence, notice of non-performance, defailt,
aooeleration, protest or dishonor a-id any notice not provida:l for herein, (b) a-iy re:iuirement that at a-iy
time a-iy oction be taken by a-iy Person against the Borrower or a-iy otha- Person, (c) a-iy right to revoke
this Gua-a-ity, a-id (d) a,y defense based on a-iy right of set-off, ra::oupment, counterclaim, withholding or
other deduction of any nature against or in respect of the Obligations.
Se::tion 10.05 Subrogation. Upon making payment with respect to a-iy Obligation, theGua-a-itor
shall be subrogated to the rights of the payee aganst the Borrower with respect to such payment; provided
that the Gua-a-itor agrees it will not exercise a-iy rights against the Borrower a-ising in connection with the
Obligations by way of subrogation aganst the Borrower, or by reaoon of contribution against any other
gua-a-itor of such Obligaions unti l al l Obligations shall have been paid in full and al l Commitments have
been terminated.
Se::tion 10.06 Stay of Acceleration. If aooeleraion of the time for payment of a-iy Obligation by
the Borrower is stayed, enjoined or preventa:l for any reaoon (including but not limited to by reaoon of the
inoolvency or receivership of the Borrower or otherwise), all Obl igations otherwise subject to aooeleration
under the ta-ms of any L oa-i Document shal I nonetheless be paya:il e by the Gua-antor forthwith on demand
by the Administrative Agent.
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discharge of any obligation (including any of the Obligations) of the Borrower or any other Person under any Loan Document; (e) the existence of any claim, set-off, defense, counterclaim, withholding or other right that the Guarantor or the Borrower may have at any time against any Person (including the Administrative Agent and the Lenders), whether in connection with the Loan Documents or any unrelated transactions; provided that nothing herein shall prevent the assertion of any such claim or defense by separate suit or compulsory counterclaim; (f) any avoidance, subordination, invalidity or unenforceability relating to or against the Borrower or any other Person for any reason of any Obligation or any Loan Document, any provision of applicable law or regulation purporting to prohibit the payment of any Obligation by the Borrower or any other Person, or the Borrower denies that it has any or further liability or obligation under any Loan Document, or purports to revoke, terminate or rescind any Obligation or provision of any Loan Document; (g) any failure of the Administrative Agent or any Lender to assert any claim or demand or to exercise or enforce any right or remedy under the provisions of any Loan Document or to assert any breach of or default under any Loan Document or any breach of the Obligations; or (h) any other act or omission to act or delay of any kind by the Borrower, any other party to any Loan Document or any other Person, or any other circumstance whatsoever that might, but for the provisions of this clause (h), constitute a legal or equitable discharge of or defense to any obligation of the Guarantor hereunder. Section 10.03 Discharge Only Upon Payment in Full; Reinstatement in Certain Circumstances. The Guarantor’s obligations hereunder shall remain in full force and effect until all Obligations shall have been paid in full and all Commitments have been terminated. If at any time any payment of any Obligation is
rescinded or must be otherwise restored or returned upon the insolvency, bankruptcy or reorganization of the Borrower or otherwise, the Guarantor’s obligations hereunder shall be reinstated as though such payment had been due but not made at such time. Section 10.04 Waiver by Guarantor. The Guarantor irrevocably waives (a) acceptance hereof, presentment, demand for performance, promptness, diligence, notice of non-performance, default, acceleration, protest or dishonor and any notice not provided for herein, (b) any requirement that at any time any action be taken by any Person against the Borrower or any other Person, (c) any right to revoke this Guaranty, and (d) any defense based on any right of set-off, recoupment, counterclaim, withholding or other deduction of any nature against or in respect of the Obligations. Section 10.05 Subrogation. Upon making payment with respect to any Obligation, the Guarantor shall be subrogated to the rights of the payee against the Borrower with respect to such payment; provided that the Guarantor agrees it will not exercise any rights against the Borrower arising in connection with the Obligations by way of subrogation against the Borrower, or by reason of contribution against any other guarantor of such Obligations until all Obligations shall have been paid in full and all Commitments have been terminated. Section 10.06 Stay of Acceleration. If acceleration of the time for payment of any Obligation by the Borrower is stayed, enjoined or prevented for any reason (including but not limited to by reason of the insolvency or receivership of the Borrower or otherwise), all Obligations otherwise subject to acceleration under the terms of any Loan Document shall nonetheless be payable by the Guarantor forthwith on demand by the Administrative Agent. 52 #93052149v11

SEdion 10.07 Continuing Gua-a,ty. The Gua-a,ty set forth in this Article X is a continuing
gua-a,ty, sha I be binding on the Gua-a,tor and its suc.cesoors aid ass gns, aid shal I be enforcerol e by eoch
holder from time to time of the Obl igations (including, without limitaion, the Administrative Agent aid
the Lenders, each, a " Gua-a,tea:J Paty"). If all or part of any Guaranteed Party's interest in any Obligation
is assigned or otherwise transferred, the transferor's rights hereunder, to the extent ~plicci::>le to the
obligation oo tra,sferroo, shall automatically betra,sferroo with such obligation; a,d without l imitation of
the foregoing, a,y of theObligaionsshall bea,d remain Obligationsentilloo to the benefit of this Gua-a,ty
if a,y Gua-a,tea:J Paty assgns or otherwise tra,sfers all or part of its interest in a,y Obl igation or a,y of
its rights or obi i gati ons under a,y Loa, Document.
SEdion 10.08 Default Payments by Borrower. Upon the occurrence and during thecontinuaion
of a,y default under a,y Obligation, if a,y amount shall be paid to the Gua-a,tor by or for the account of
the Borrower with re:pect to such Obl igation, such amount shall be held in trust for the bene'it of eoch
Lender aid theAdministrativeAgent aid sha l forthwith be paid to theAdministrativeAgent to becrooitoo
a,d ~pl i oo to the Obi i gati ons when due a,d payable.
SEdion 10.09 Duty to Stay Advisa::l. The Gua-a,tor ~rees that the Lenders sha l have no duty
to advise the Gua-a,tor of informaion known to them rega-ding the f ina,cial condition of the Borrower
a,d theGuaa,tor hereby assumesre:ponsibil ity for ke:ping itself advisa::l of thefina,cial condition of the
Borrower.
[Signature Pages to Fol low]
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Section 10.07 Continuing Guaranty. The Guaranty set forth in this Article X is a continuing guaranty, shall be binding on the Guarantor and its successors and assigns, and shall be enforceable by each holder from time to time of the Obligations (including, without limitation, the Administrative Agent and the Lenders, each, a “Guaranteed Party”). If all or part of any Guaranteed Party’s interest in any Obligation is assigned or otherwise transferred, the transferor’s rights hereunder, to the extent applicable to the obligation so transferred, shall automatically be transferred with such obligation; and without limitation of the foregoing, any of the Obligations shall be and remain Obligations entitled to the benefit of this Guaranty if any Guaranteed Party assigns or otherwise transfers all or part of its interest in any Obligation or any of its rights or obligations under any Loan Document. Section 10.08 Default Payments by Borrower. Upon the occurrence and during the continuation of any default under any Obligation, if any amount shall be paid to the Guarantor by or for the account of the Borrower with respect to such Obligation, such amount shall be held in trust for the benefit of each Lender and the Administrative Agent and shall forthwith be paid to the Administrative Agent to be credited and applied to the Obligations when due and payable. Section 10.09 Duty to Stay Advised. The Guarantor agrees that the Lenders shall have no duty to advise the Guarantor of information known to them regarding the financial condition of the Borrower and the Guarantor hereby assumes responsibility for keeping itself advised of the financial condition of the Borrower. [Signature Pages to Follow] 53 #93052149v11

IN WITNESS WHEREOF, the pa1ies hereto have caised this Agreement to be duly exa:ute::i by
their re;pe:ti ve a.ithori ze::i officers as of the day a1d yea- first cbove written.
BORROWER:

PA.. CAPITAL FUNDING, INC.
By: /'2/ Ta:Jd J. Henninger
Nane: Ta:Jd J. Henninger
Title: Vice President a1d
T reasurer

GUARANTOR:

PA.. CORPORA Tl ON
By: /'2/ Ta:Jd J. Henninger
Nane: Ta:Jd J. Henninger
Title: Vice President-Fina1ce
aid Treasurer

[Sgnature Page to Capital Funding Credit Agreema,t)
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized officers as of the day and year first above written. BORROWER: PPL CAPITAL FUNDING, INC. By: /s/ Tadd J. Henninger Name: Tadd J. Henninger Title: Vice President and Treasurer GUARANTOR: PPL CORPORATION By: /s/ Tadd J. Henninger Name: Tadd J. Henninger Title: Vice President-Finance and Treasurer [Signature Page to Capital Funding Credit Agreement] #93052149v11

U.S. BANK NATIONAL ASSOCIATION, as
AdministrativeAga,t aid Lmder

/fl Andre.v N Taylor
By:
Nane: Andre.v N Taylor
Title: S01ior Vice Presida,t

[Sgnature Page to Capital Funding Credit Agreema,t)
l/93052149v11

U.S. BANK NATIONAL ASSOCIATION, as Administrative Agent and Lender By: /s/ Andrew N Taylor Name: Andrew N Taylor Title: Senior Vice President [Signature Page to Capital Funding Credit Agreement] #93052149v11

Appendix A

COMMITMENTS
Lender
U.S. Baik Nationa ASSJciation
Total

Commitment

$100,000,000.00
$100,000,000.00

l/93052149v11

Appendix A COMMITMENTS Lender Commitment U.S. Bank National Association $100,000,000.00 Total $100,000,000.00 #93052149v11

SCHEDULE 5.14
Material Subsidiaries

Juriooiction of Organization

Name
LG&E end KU Energy LLC

Kentucky

PPL Eloctric UtilitiesCorporction

Pennsylvania
Delatvae

PPL Global, LLC

l/93055055v4

SCHEDULE 5.14 Material Subsidiaries Name Jurisdiction of Organization LG&E and KU Energy LLC Kentucky PPL Electric Utilities Corporation Pennsylvania PPL Global, LLC Delaware #93055055v4

EXHIBIT A-I
Form of Notice of Borrowing

______ __
,,

U.S. Baik National Association
3 B rya,t Pa-k - 1095 A va,ue of the A ma-i cas- 15th Floor
New York, NY 10036
Atta,tion: .bhnny Hon
Email : ncb.utilities.oilga,@Jroank.com
Cc:
CCSStlouis2@uroaik.com
Andy.Taylor@uroaik.com
Ladies aid Ge1tlemen:
This notice shall constitute a " Notice of Borrowing" pursuant to Section 2.03 of the
$100,000,000 Term Loa, Cra::lit Agreema,t data::! asof Apri l 1, 2020 (the "Cra::lit Agreena,t") among PPL
Qpital Funding, Inc., as Borrower, PPL Corporation, as Guaaitor, the la,ding institutions party tha-ao
from time to time and U.S. Baik National Association, as Administrative Aga,t. Ta-ms defina::I in the
Cra::lit Agreement end not otherwisedefina::I herein havethere:pectivemea,ingsprovida::lfor in theCra::lit
Agreement.
1.

The date of the Borrowing wil I be _ _ _ _ ___, _ _ _ __

2.

The aggregate principal amount of the Borrowing wi II be _ _ _ _ 2

3.

The Borrowing will consist of [Base Rate] [ Euro-Dol lar] Loais.

4.

The initial Interest Pa-iod for the Loa,s comprising such Borrowing shal l be
3

[Insert <l)propri ate deli very i nstrudi ons, which mal I ind ude baik aid a::count number] .

1

MustbeaBusinessDay.
Borrowings must beffi cggra;iateprincipal cmount of $10,000,000 or ffiY larger inta;iral multiple of $1 ,000,000.
3 Applical:>lefor Euro-Dollar LOcl)SOnly. Insert "one month", " two months", "three months" or "six months"
(subject to the provisions of the definition of"Interest Period").
2
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EXHIBIT A-l Form of Notice of Borrowing ______________, ____ U.S. Bank National Association 3 Bryant Park – 1095 Avenue of the Americas – 15th Floor New York, NY 10036 Attention: Johnny Hon Email: ncb.utilities.oilgas@usbank.com Cc: CCSStlouis2@usbank.com Andy.Taylor@usbank.com Ladies and Gentlemen: This notice shall constitute a “Notice of Borrowing” pursuant to Section 2.03 of the $100,000,000 Term Loan Credit Agreement dated as of April 1, 2020 (the “Credit Agreement”) among PPL Capital Funding, Inc., as Borrower, PPL Corporation, as Guarantor, the lending institutions party thereto from time to time and U.S. Bank National Association, as Administrative Agent. Terms defined in the Credit Agreement and not otherwise defined herein have the respective meanings provided for in the Credit Agreement. 1. The date of the Borrowing will be _______________, _____________.1 2. The aggregate principal amount of the Borrowing will be __________.2 3. The Borrowing will consist of [Base Rate] [ Euro-Dollar] Loans. 4. The initial Interest Period for the Loans comprising such Borrowing shall be __________________.3 [Insert appropriate delivery instructions, which shall include bank and account number]. 1 Must be a Business Day. 2 Borrowings must be an aggregate principal amount of $10,000,000 or any larger integral multiple of $1,000,000. 3 Applicable for Euro-Dollar Loans only. Insert “one month”, “two months”, “three months” or “six months” (subject to the provisions of the definition of “Interest Period”). A-1-1 #93055055v4

PPL CAPITAL FUNDING, INC.

By: _ _ _ _ _ _ _ _ _ _ _ _ __
Nare:
Title:

A-1-2
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PPL CAPITAL FUNDING, INC. By: Name: Title: A-1-2 #93055055v4

EXHIBIT A -2
Form of Notice of Conversion/Continuation

- - - - - -·- U.S. Baik Naional Ass:>ciaion
3 Bryait Pa-k - 1095 Averiueof the Americas - 15th Floor
New York, NY 10036
Atterition: Johnny Hon
Email: ncb.utilities.oilgas:@us:>ank.oom
Cc:
CCSStlouis2@uooaik.com
Andy.Taylor@uooaik.oom
La:liesaid Gentlemen:

This notice shall constitute a "Notice of Conversion/Continuation" pursuant to Section
2.06(d)(ii) of the $100,000,000 Term Loan Credit Agreenerit daed as of April 1, 2020 (the "Credit
Agreenerit" ) a-nong PPL ~ital Funding, Inc., as Borrower, PPL Corporaion, as Gua-aitor, the lending
institutions party thereto from ti me to ti me and U .S. Bank National Association, as Administraive
Agerit. Terms ddined in the Credit Agreenerit aid not otherwise defined herein have the respective
mea,i ngs provided for in the Credit Agreenerit.

1.
The Group of Loans (or portion thereof) to which this notice "'plies is [all or a
portion of all Base Rae Loais curreritly outstaiding] [all or a portion of all Euro-Doller Loans curreritly
outstaiding having ai Interest Period of _
months and ending on the Election Date specified
below] .
The date on which theoonversion/continuation selected hereby isto be effective
2
is _ _ __, _ _ _ _ _(the "B a:::tion Dae"). 4

3.
The principa amount of the Group of Loans (or portion thereof) to which this
notice "'plies is$_ _ _ _ _ _ _ 5
4.
[The Group of Loa,s (or portion thereof) which are to be converted will beainterest based upon the [Base Rae] [Adjusted London I nterbaik Offered Rate].] [The Group of Loans (or
portion thereof) which a-eto beoontinued will bear interest based upon the [Base Rate][Adjusted London
Interbank Offered Rate] .]

5.

The Interest Period for such Loans will be _ _ _ _ _ _ 6

PPL CAPITAL FUNDING, INC.
By: _ _ _ _ _ _ _ _ _ _ _ _ __
Nare:
4

Must be a Business Day.

5 May <lJPI y to a portion of the cggregcte pri ndpa

6

amount of the rel e,.,ant Grcq, of Loans: provide-::l Iha (i) such portion
is a locatoo ratably among the Loans COfl'lJrising such Grcq, and (ii) the portion to which such notice <l)plies. and
thera-naning portion to which it does not <l)ply, a-eea::h $10,000,000 or any lager integra multiple of $1,000,000.
Applicable only in the caooof a conversion to, or a oontinuation of, Euro-Dollar Loans. Insert " one month", "two
months", "three months" or "six months" (rubject to the provisions of the definition of Interest Period).
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EXHIBIT A-2 Form of Notice of Conversion/Continuation ______________, ____ U.S. Bank National Association 3 Bryant Park – 1095 Avenue of the Americas – 15th Floor New York, NY 10036 Attention: Johnny Hon Email: ncb.utilities.oilgas@usbank.com Cc: CCSStlouis2@usbank.com Andy.Taylor@usbank.com Ladies and Gentlemen: This notice shall constitute a “Notice of Conversion/Continuation” pursuant to Section 2.06(d)(ii) of the $100,000,000 Term Loan Credit Agreement dated as of April 1, 2020 (the “Credit Agreement”) among PPL Capital Funding, Inc., as Borrower, PPL Corporation, as Guarantor, the lending institutions party thereto from time to time and U.S. Bank National Association, as Administrative Agent. Terms defined in the Credit Agreement and not otherwise defined herein have the respective meanings provided for in the Credit Agreement. 1. The Group of Loans (or portion thereof) to which this notice applies is [all or a portion of all Base Rate Loans currently outstanding] [all or a portion of all Euro-Dollar Loans currently outstanding having an Interest Period of ___ months and ending on the Election Date specified below]. 2. The date on which the conversion/continuation selected hereby is to be effective is __________, ___________(the “Election Date”).4 3. The principal amount of the Group of Loans (or portion thereof) to which this notice applies is $_________________.5 4. [The Group of Loans (or portion thereof) which are to be converted will bear interest based upon the [Base Rate] [Adjusted London Interbank Offered Rate].] [The Group of Loans (or portion thereof) which are to be continued will bear interest based upon the [Base Rate][Adjusted London Interbank Offered Rate].] 5. The Interest Period for such Loans will be _______________.6 PPL CAPITAL FUNDING, INC. By: Name: 4 Must be a Business Day. 5 May apply to a portion of the aggregate principal amount of the relevant Group of
Loans; provided that (i) such portion is allocated ratably among the Loans comprising such Group and (ii) the portion to which such notice applies, and the remaining portion to which it does not apply, are each $10,000,000 or any larger integral multiple of $1,000,000. 6 Applicable only in the case of a conversion to, or a continuation of, Euro-Dollar Loans. Insert “one month”, “two months”, “three months” or “six months” (subject to the provisions of the definition of Interest Period). A-2-1 #93055055v4

Title:

A-2-2
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Title: A-2-2 #93055055v4

EXHIBIT B
Form of Note
FOR VALUE RECEIVED, the undersignoo, PA.. CAPITAL FUNDING, INC., a Delawae
corporation (the " Borrower"), promises to pay to _ _ _ _ _ _ _ (the " Lender") or its permittoo
ruccesrors and its regi steroo assigns, in occordance with the Crooi I Agreement (as hereinafter da'i noo), the
principal sum of _ _ _ _ _ _ _ _ AND _ _-'/100sDOLLARS($_ _ _ __,, or, if less,
the principal amount of al I Loans a:lvancoo by the Lender to the Borrower pursuant to the Crooi t Agreement
(as da'ined below), plus interest as hereinafter providoo.
All capitalizoo terms used herein shall have the meanings ascriba:l to thErn in tha certain
$100,000,000 Term Loan Crooit Agreement datoo as of Apri l 1, 2020 (as the same may be amendoo,
modi fied or supplemented from time to time, the " Credit Agreement") by and among the Borrower,
PA.. Corporaion, as Guaantor, the lenders party thereto (collectively, the "Lenders'') and U.S. Bank
Natio.nal Association, as administrative agent (the "Admi nistraive Agent") for itself and on behalf of the
Lenders, except to the extent such capitalizoo termsaeotherwisedefinoo or limitoo herein.
The Borrower shal I repay principal outstanding hereunder from ti me to ti me, as necessay, in
order to comply with the Crooit Agreement. All amounts paid by the Borrower shall be applied to the
Obligations in such order of application as providoo in the Credit Agreement.
A f inal payment of all principal amounts and other Obligations then outstanding hereunder
shall be due and payal:>le on the maturity date providoo in the Crooit Agreement, or such ea-lier date as
payment of the Loans shal I be due, whether by a::celeration or otherwise.
The Borrower shal l be entitloo to borrow, repay, continue and convert the Lender's Loans (or
portions thereof) hereunder pursuant to the terms and conditions of the Crooit Agreement. Prepayment
of the principal amount of any Loan may be ma:leasprovidoo in the Crooit Agreement.
The Borrower hereby promises to pay interest on the unpaid principal amount hereof asprovidoo in
Artide 11 of the Crooit Agreement. Interest under this Note shall aloo be due and payal:>lewhen this Note
shall becomedue(whether at maturity, by rE!cS)f1 of a::celeration or otherwise). Overdue principal and, to
the extent permittoo by law, overdue interest, shall bea- interest payal:>le on DEMAND a the da'ault rate
asprovidoo in theCrooit Agreement.
In no event shall the amount of interest due or payal:>le hereunder exceoo the maximum rae of
interest allowoo by applical:>le law, and in the event any such payment is ina:lvertently ma:le by the
Borrower or inadvertently receivoo by the Lender, then such excess sum shal l be crooitoo as a payment
of principal, unless the Borrower shall notify the Lender in writing that it elects to have such excess sum
returned forthwith. It is the express intent hereof that the Borrower not pay and the Lender not receive,
dire::tly or indire::tly in any manner whatooever, interest in excess of Iha which may legal ly be paid by the
Borrower under appl i cal:>I e Iaw.
All parties now or hereafter lial:>le with re.:pe::t to this Note, whether the Borrower, any guaantor,
endorser or any other Person or entity hereby waive presa,tment for payment, dErnand, notice of nonpayment or dishonor, protest and notice of protest of this Note.
No delay or omission on the part of the Lender or its permittoo successors and its registeroo
assigns in exercising its rights under this Note, or delay or omission on the part of the Lender or its
permittoo successors and its registeroo assigns, the Administrative Agent or the Lenders colle::tively, or
B-1
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EXHIBIT B Form of Note FOR VALUE RECEIVED, the undersigned, PPL CAPITAL FUNDING, INC., a Delaware corporation (the “Borrower”), promises to pay to _________________ (the “Lender”) or its permitted successors and its registered assigns, in accordance with the Credit Agreement (as hereinafter defined), the principal sum of ____________________ AND _______/100s DOLLARS ($______________), or, if less, the principal amount of all Loans advanced by the Lender to the Borrower pursuant to the Credit Agreement (as defined below), plus interest as hereinafter provided. All capitalized terms used herein shall have the meanings ascribed to them in that certain $100,000,000 Term Loan Credit Agreement dated as of April 1, 2020 (as the same may be amended, modified or supplemented from time to time, the “Credit Agreement”) by and among the Borrower, PPL Corporation, as Guarantor, the lenders party thereto (collectively, the “Lenders”) and U.S. Bank National Association, as administrative agent (the “Administrative Agent”) for itself and on behalf of the Lenders, except to the extent such capitalized terms are otherwise defined or limited herein. The Borrower shall repay principal outstanding hereunder from time to time, as necessary, in order to comply with the Credit Agreement. All amounts paid by the Borrower shall be applied to the Obligations in such order of application as provided in the Credit Agreement. A final payment of all principal amounts and other Obligations then outstanding hereunder shall be due and payable on the maturity date provided in the Credit Agreement, or such earlier date as payment of the Loans shall be due, whether by acceleration or otherwise. The Borrower shall be entitled to borrow, repay, continue and convert the Lender’s Loans (or portions thereof) hereunder pursuant to the terms and conditions of the Credit Agreement. Prepayment of the principal amount of any Loan may be made as
provided in the Credit Agreement. The Borrower hereby promises to pay interest on the unpaid principal amount hereof as provided in Article II of the Credit Agreement. Interest under this Note shall also be due and payable when this Note shall become due (whether at maturity, by reason of acceleration or otherwise). Overdue principal and, to the extent permitted by law, overdue interest, shall bear interest payable on DEMAND at the default rate as provided in the Credit Agreement. In no event shall the amount of interest due or payable hereunder exceed the maximum rate of interest allowed by applicable law, and in the event any such payment is inadvertently made by the Borrower or inadvertently received by the Lender, then such excess sum shall be credited as a payment of principal, unless the Borrower shall notify the Lender in writing that it elects to have such excess sum returned forthwith. It is the express intent hereof that the Borrower not pay and the Lender not receive, directly or indirectly in any manner whatsoever, interest in excess of that which may legally be paid by the Borrower under applicable law. All parties now or hereafter liable with respect to this Note, whether the Borrower, any guarantor, endorser or any other Person or entity hereby waive presentment for payment, demand, notice of non- payment or dishonor, protest and notice of protest of this Note. No delay or omission on the part of the Lender or its permitted successors and its registered assigns in exercising its rights under this Note, or delay or omission on the part of the Lender or its permitted successors and its registered assigns, the Administrative Agent or the Lenders collectively, or B-1 #93055055v4

criy of them, in exercising its or their rights under the Credit Agreement or under any other Loa1
Document, or course of conduct relating thereto, shall operateasawaver of such rights or a1y other right
of the Lender or its permitted succesrors crid its registered assigns, nor shal I criy waver by the Lender or
its permitted succesrors crid its registered assigns, the Admi ni strati ve Agent, the Required Lenders or the
Lenders collectively, or criy of them, of criy such right or rights on criy one occasion be deemed a ba to, or
waver of, the same right or rights on a1y future occasion.
This Note is one of the Notes referred to in, and evidences the Lender's Loans (or portion
thereof) under, crid is entitled to the benefits crid subject to the terms of, the Credit Agreement, which
contains provisions with respect to the acceleration of the maturity of this Note upon the happening of
certain stated events, and provisions for prepayment.
This Note is entitled to the benefit of the Guacrity of the Guacritor, as set forth in the Credit
Agreement. REferenceismadetotheCredit Agreement for ade9Jiption of thetermscrid conditions of such
Guacrity, crid therespectiverightscrid limitationsof the Lender, the Borrower crid theGuacritorthereunder.
Unless crid until cri Assignment crid Acaptcrice Effecting the assignment or trcrister of the
obligaions evidenced herffiy shall have bea1 a:::a:pted by the Administrative Agent crid rerorded in the
Register as provided in the Credit Agreanent, the Borrower crid the Admi nistraive Agent shal I be entitled
to deem and trea: the Lender as the owner crid holder of this Note and the Locri evidericed herffiy.
This Note s,all be governed by crid construed in accordcrice with the internal lws of the Stae of
NeNYork.
[THE REMAINDEROFTHISPAGE INTENTIONALLY LEFT BLANK]
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any of them, in exercising its or their rights under the Credit Agreement or under any other Loan Document, or course of conduct relating thereto, shall operate as a waiver of such rights or any other right of the Lender or its permitted successors and its registered assigns, nor shall any waiver by the Lender or its permitted successors and its registered assigns, the Administrative Agent, the Required Lenders or the Lenders collectively, or any of them, of any such right or rights on any one occasion be deemed a bar to, or waiver of, the same right or rights on any future occasion. This Note is one of the Notes referred to in, and evidences the Lender’s Loans (or portion thereof) under, and is entitled to the benefits and subject to the terms of, the Credit Agreement, which contains provisions with respect to the acceleration of the maturity of this Note upon the happening of certain stated events, and provisions for prepayment. This Note is entitled to the benefit of the Guaranty of the Guarantor, as set forth in the Credit Agreement. Reference is made to the Credit Agreement for a description of the terms and conditions of such Guaranty, and the respective rights and limitations of the Lender, the Borrower and the Guarantor thereunder. Unless and until an Assignment and Acceptance effecting the assignment or transfer of the obligations evidenced hereby shall have been accepted by the Administrative Agent and recorded in the Register as provided in the Credit Agreement, the Borrower and the Administrative Agent shall be entitled to deem and treat the Lender as the owner and holder of this Note and the Loan evidenced hereby. This Note shall be governed by and construed in accordance with the internal laws of the State of New York. [THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] B-2 #93055055v4

IN WITNESS WHEREOF, the undersigned has caisa:J this Note to be executed by its duly
aithori zed rE:presentati ve as of the day a.d yea- first roove wri tter1.

PA.. CAPITAL FUNDING, INC.
By:_ _ _ _ _ _ _ _ _ _ _ _ __
Nane:
Title:

B-3
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IN WITNESS WHEREOF, the undersigned has caused this Note to be executed by its duly authorized representative as of the day and year first above written. PPL CAPITAL FUNDING, INC. By: Name: Title: B-3 #93055055v4

EXHIBIT C
Form of Assignment and Assumption Agreement
This Assignment and Assumption (the " Assignment and Assumption") is dated as of the Effective
Date set forth below and is entered into by and between [the] [each) 7 Assignor identified on the
Schedules hereto as " Assignor" [or "Assignors" (collectively, the "Assignors" and each] an " Assignor")
and (the] [ ea::h) 8 Assignee identified on the Schedules hereto as " Assignee" or "Assignees"
(collectively, the " Assignees" and each an "Assignee"). [It is understood and agreed that the rights
and obligations of [the Assignors] [theAssignees] 9 hereunder aeseveral and notjoint.] 1 Capital ized
terms used but not defined herein shall have themeaiingsgiven to them in the Credit Agreement identified
below (the " Credit Agreement"), receipt of a copy of which is hereby acknowledged by [the) [ea::h]
Assignee. The Standad Terms and Conditions sel forth in Annex 1 attached hereto ae hereby agree::! to
and inoorporated herein by reference and made a pat of this Assignment and Assumption as if sel forth
herein in full.

°

For an agreed consideration, [the] (ea::h) Assignor hereby irrevocably sells and assigns to [the
Assignee) [the respective Assignees], and [the) (each] Assignee hereby irrevocably purchases and
assumes from [the Assignor] [therespectiveAssignors], subject to and in accordance with the Standard
Terms and Conditions and the Credit Agreement, as of the Effective Date inserted by the Administrative
Agent as contemplated below (a) al l of [the Assignor's] [the respective Assignors'] rights and obligations
in [its capacity as a Lender) [their respective capacities as Lenders) under the Credit Agreement and any
other documents or instruments delivered pur&.1ant thereto to the extent related to the anount and percentage
interest identified below of all of such outstanding rights and obl igations of [the Assignor] [the
respective Assignors] under the respective facilities identified below (including without limitation
any guarantees included in such facilities) and (b) to the extent permitted to be assigned under applicable
laN, all dams, &Jits, causes of action and any other right of [the Assignor (in its capacity as a Lender)]
(the respective Assignors (in their respective capacities as Lenders)] aganst any Perron, whether known
or unknown, a i sing under or in connection with the Credit Agreement, any other documents or instruments
del ivered pur&.1ant thereto or the Ioan transactions governed thereby or in any way based on or related to
any of the foregoing, induding, but not limited to, contract dams, tort dams, malpractice claims,
statutory daims and all other claims at laN or in equity related to the rights and obl igations rold and
assigned pursuant to dause (a) above (the rights and obi igations rold and assigned by [the] [any)
Assignor to [the] [any] Assigneepur&.1ant to clauses(a) and (b) above being referred to herein collectively
as, the " Assigned Interest"). Each such sale and assignment is without recourse to [the) [any] Assignor
and, except as express! y provided in this Assignment and Assumption, without rE:l)resentati on or waranty
by [the] [any) Assignor.

1.

A1:agnor:

2.

See S::hedul e attached hereto
See S::hedul e attached hereto

7

For bracketed language here a:1d elsewhere in this form relating to theAssignor(s), if the assignment is from a
single Assignor, dloosethefirst bracketed language. If the assignment is from multipleAssignors, dloosethe
second bracketed language.
8 For bracketed language here and elsewhere in this form relating to the Assignee(s), if the assignment is to a
single Assignee, choose the first bracketed language. If the assignment is to multiple Assignees, dloosethes.econd
bracketed Ianguage.
9 Sele::! as appropriae.
10
lndudebracketed language if there are either multiple Assignors or multiple Assignees.
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EXHIBIT C Form of Assignment and Assumption Agreement This Assignment and Assumption (the “Assignment and Assumption”) is dated as of the Effective Date set forth below and is entered into by and between [the] [each] 7 Assignor identified on the Schedules hereto as “Assignor” [or “Assignors” (collectively, the “Assignors” and each] an “Assignor”) and [the] [each]8 Assignee identified on the Schedules hereto as “Assignee” or “Assignees” (collectively, the “Assignees” and each an “Assignee”). [It is understood and agreed that the rights and obligations of [the Assignors] [the Assignees]9 hereunder are several and not joint.]10 Capitalized terms used but not defined herein shall have the meanings given to them in the Credit Agreement identified below (the “Credit Agreement”), receipt of a copy of which is hereby acknowledged by [the] [each] Assignee. The Standard Terms and Conditions set forth in Annex 1 attached hereto are hereby agreed to and incorporated herein by reference and made a part of this Assignment and Assumption as if set forth herein in full. For an agreed consideration, [the] [each] Assignor hereby irrevocably sells and assigns to [the Assignee] [the respective Assignees], and [the] [each] Assignee hereby irrevocably purchases and assumes from [the Assignor] [the respective Assignors], subject to and in accordance with the Standard Terms and Conditions and the Credit Agreement, as of the Effective Date inserted by the Administrative Agent as contemplated below (a) all of [the Assignor’s] [the respective Assignors’] rights and obligations in [its capacity as a Lender] [their respective capacities as Lenders] under the Credit Agreement and any other documents or instruments delivered pursuant thereto to the extent related to the amount and percentage interest identified below of all of such outstanding rights and obligations of [the Assignor] [the respective Assignors] under the respective facilities identified below
(including without limitation any guarantees included in such facilities) and (b) to the extent permitted to be assigned under applicable law, all claims, suits, causes of action and any other right of [the Assignor (in its capacity as a Lender)] [the respective Assignors (in their respective capacities as Lenders)] against any Person, whether known or unknown, arising under or in connection with the Credit Agreement, any other documents or instruments delivered pursuant thereto or the loan transactions governed thereby or in any way based on or related to any of the foregoing, including, but not limited to, contract claims, tort claims, malpractice claims, statutory claims and all other claims at law or in equity related to the rights and obligations sold and assigned pursuant to clause (a) above (the rights and obligations sold and assigned by [the] [any] Assignor to [the] [any] Assignee pursuant to clauses (a) and (b) above being referred to herein collectively as, the “Assigned Interest”). Each such sale and assignment is without recourse to [the] [any] Assignor and, except as expressly provided in this Assignment and Assumption, without representation or warranty by [the] [any] Assignor. 1. Assignor: See Schedule attached hereto 2. Assignee: See Schedule attached hereto 7 For bracketed language here and elsewhere in this form relating to the Assignor(s), if the assignment is from a single Assignor, choose the first bracketed language. If the assignment is from multiple Assignors, choose the second bracketed language. 8 For bracketed language here and elsewhere in this form relating to the Assignee(s), if the assignment is to a single Assignee, choose the first bracketed language. If the assignment is to multiple Assignees, choose the second bracketed language. 9 Select as appropriate. 10 Include bracketed language if there are either multiple Assignors or multiple Assignees. C-1 #93055055v4

3.

FR.. Ccpita Funding, Inc.

4.
Administrative Agent: U.S. Bank National Asrociation, as the a:lministrative cgent under the
Credit Agreement
5.
Credit Agreement: The $100,000,000 Term Loa, Credit Agreanent dated as of April 1, 2020 by
cf'ld anong FR.. Ccpita Funding, Inc., as Borrower, PPL Corporation, as Guarantor, the Lenders party
thereto and U.S. Bank National Association, as Administrative Agent (as cll1€f'lded, restated,
supplemented or otherwise modified)
6.

Assigned Interest: &leS:heduleattached hereto

[7.

Tra:le Date: _ _ _ _ _ _ _ ___,11
[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)

11
To beCC>nl)leioo if theAssgnor(s) aid theAssgnee(s) intend thci the minimum assignment anount is to be
deiermi noo as of the Tra!e Dae.
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3. Borrower: PPL Capital Funding, Inc. 4. Administrative Agent: U.S. Bank National Association, as the administrative agent under the Credit Agreement 5. Credit Agreement: The $100,000,000 Term Loan Credit Agreement dated as of April 1, 2020 by and among PPL Capital Funding, Inc., as Borrower, PPL Corporation, as Guarantor, the Lenders party thereto and U.S. Bank National Association, as Administrative Agent (as amended, restated, supplemented or otherwise modified) 6. Assigned Interest: See Schedule attached hereto [7. Trade Date: ______________________]11 [REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 11 To be completed if the Assignor(s) and the Assignee(s) intend that the minimum assignment amount is to be determined as of the Trade Date. C-2 #93055055v4

Effective Dae: - - - -~20_
[TO BE INSERTED BY ADMINISTRATIVE AGENT AND WHICH SHALL BE THE EFFECTIVE
DA TE OF RECORD A Tl ON OF TRANSFER IN THE REGISTER THEREFOR.]

The terms set forth in this Assignment and As,umption a-e hereby agreed to:
ASSIGNOR
[NAME OF ASSIGNOR]
By: _ _ _ _ _ _ _ _ _ _ _ __
Title:

ASSIGNEE

S3e S)hooul e attachoo hereto
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Effective Date: _____________, 20____ [TO BE INSERTED BY ADMINISTRATIVE AGENT AND WHICH SHALL BE THE EFFECTIVE DATE OF RECORDATION OF TRANSFER IN THE REGISTER THEREFOR.] The terms set forth in this Assignment and Assumption are hereby agreed to: ASSIGNOR [NAME OF ASSIGNOR] By: ________________________________________ Title: ASSIGNEE See Schedule attached hereto C-3 #93055055v4

[~ta:i to cnd] 12 Aro:pta:i:
U.S. BANK NATIONAL ASSOCIATION,
as Administrative Agent
By _ _ _ _ _ _ _ _ _ _ _ _ __
Title:

[Con001ta:l to:] 13
PPL CAPITAL FUNDING, INC.
By _ _ _ _ _ _ _ _ _ _ _ _ __
Title:

12
13

To be aidoo only if the consent of the Administrative Agent is requi roo by the terms of the Crooit Agreement.
To beaidoo only if the consent of the Borrower isrequiroo by the terms of theCrooit Agreement.
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[Consented to and]12 Accepted: U.S. BANK NATIONAL ASSOCIATION, as Administrative Agent By Title: [Consented to:]13 PPL CAPITAL FUNDING, INC. By __________________________________ Title: 12 To be added only if the consent of the Administrative Agent is required by the terms of the Credit Agreement. 13 To be added only if the consent of the Borrower is required by the terms of the Credit Agreement. C-4 #93055055v4

SCHEDULE
To Assignment aid Assumption

By itsexocution of this Sche:lule, theAssignee(s) agree(s) to the terms set forth in the atoche:I
Assignment aid Assumption.
Assi gne:I Interests:
Amount of
Aggregate Amount of
Commitment/ Loais for Commitment/ Loais
~I Lenders14
Assigne:115

Percentage Assi gne:I of
Commitment/ Loais16

$

%

$

CUSIPNumber

[aid is ai A ffi Ii cte of [identify La,der]] 16

[NAME OF ASSIGNEE] 17

14 Amount

to be a:lj uste:J by the countapati es to ta<e into a:xxxmt a,y payments or prepayments ma:le between the
Tra:le Dae aid the Effective Date.
15 A mount to be a:lj us:e:J by the counterpaties to ta<e into ro::ount a,y payments or prepayments ma:le between the
Tra:le Dae aid the Effective Dae.
16
Set forth, to a least 9 decimals, asapercentcgeof theCommitmenULoaisof al l Lenders thereunder.
17
Add a:lditional signaure blocks, as nee:Je:J.
18
Select as cpplicalble.
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SCHEDULE To Assignment and Assumption By its execution of this Schedule, the Assignee(s) agree(s) to the terms set forth in the attached Assignment and Assumption. Assigned Interests: Aggregate Amount of Amount of Percentage Assigned of CUSIP Number Commitment/ Loans for Commitment/ Loans Commitment/ Loans16 all Lenders14 Assigned15 $ $ % [NAME OF ASSIGNEE]17 [and is an Affiliate of [identify Lender]]18 14 Amount to be adjusted by the counterparties to take into account any payments or prepayments made between the Trade Date and the Effective Date. 15 Amount to be adjusted by the counterparties to take into account any payments or prepayments made between the Trade Date and the Effective Date. 16 Set forth, to at least 9 decimals, as a percentage of the Commitment/Loans of all Lenders thereunder. 17 Add additional signature blocks, as needed. 18 Select as applicable. C-5 #93055055v4

ANNEX 1 to Assignment and Assumption
TERM LOAN CREDIT AGREEMENT DATED ASOF
APRIL 1, 2020
BY AND AMONG
PPL CAPITAL FUNDING, INC., AS BORROWER,
PPL CORPORA Tl ON, AS GUARANTOR
THE LENDERS PARTY THERETO
AND U.S. BANK NATIONAL ASSOCIATION,
ASADMINISTRA TIVE AGENT
STANDARD TERMS AND CONDITIONSFORASSIGNMENT A ND ASSUMPTION

1.

Represaitati ons aid Wa-ranti es.

1.1 Assignor. [The] [Each] Assignor (a) represents and warrants that (i) it is thelega
aid bene'icial owna- of[the] [the relevant] Assigned Interest, (ii) [the] [such] Assigned Interest is free and
clear of any lien, encumbrance or other adverse claim and (iii) ii has full power and authority, and has
taken al l action n ~. to exe:uteand deliver this Assignment and Assumption aid to consummate the
transactions conteni:ila:ed hereby; a,d (b) assumes no responsibility with respe:t to (i) any statements,
wa-ranties or representations made in or in conne:tion with the Credit Agreement or any other Loan
Document, (ii) theexocution, legality, validity, enforceroility, genuineness, sufficiency or value of the
Loan Documents or any colla:eral thereunder, (iii) the financial condition of the Borrower, any of its
Subsidia-ies or Affiliates or any other Perron obligcied in respe:t of any Loan Document or (iv) the
performance or observance by the Borrower, any of its Subsidia-iesor Affi lia:esor any other Perron of any
of their respe:ti ve obi i ga:i ons under any Loan Document.
1.2. Assignee. [The] [Each] Assignee (a) represents and warrants that (i) it has full
power and authority, and has taken all action ne:essary, to exocute and deliver this Assignment aid
Assumption and to consummate the transactions contemplcied hereby aid to bocome a Lender under the
Credit Agreement, (ii) it meets al l requirements of an Eligible Assignee under the Credit Agreement
(subject to receipt of such consents as may be required under the Credit Agreement), (iii) from and ater
the Effe:ti ve Date, it shal I be bound by the provisions of the Credi I Agreement as a Lender thereunder and,
to the extent of the Assigned Interest, shall have the obligations of a Lender thereunder, (iv) it is
sophisticated with respoct to decisions to acquire assets of the type represented by the Assigned Interest
and either it, or the Person exercising discretion in making its decision to acquire the Assigned Interest,
is experienced in acquiring assets of such type, (v) it has received a copy of the Credit Agreement,
together with copies of the most rocent financial statements delivered pursuant to Section 6.01 theroof,
as <l)plicable, and such other documents and i nforma:ion as it has deemed <l)propri ate to make its own
credit analysis and docision to enter into this Assignment aid Assumption and to purd7a:ie [the] [the
relevant] A<f!S gned Interest on the basis of which it has made such analysis and de:i si on independently and
without reliance on theAdministra:iveAgent or any other Lender and (vi) based on such documents and
information as it has deemed <l)propriate, made its own credit analysis and docision to enter into this
Assignment and Assumption and to purchase [the)[such] Assigned Interest and (b) agrees that (i) it wil l,
independently and without rel iance on the Administrative Agent, [the] [any) Assignor or any other
Lender, and based on such documents and information as it shall deem <l)propria:e at the time, continue
to make its own credit decisions in taking or not taking action under the Loan Documents, aid (ii) it wi ll
perform in accordance with their terms all of the obliga:ions Iha: by the terms of the Loan Documents are
required to be performed by it as a Lender.

2
Payments. From and after the Effoctive Date, theAdministrativeAgent shall make all
payments in respe:t of the Assigned Interest (including payments of principal, interest, fees and other
C-6
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ANNEX 1 to Assignment and Assumption TERM LOAN CREDIT AGREEMENT DATED AS OF APRIL 1, 2020 BY AND AMONG PPL CAPITAL FUNDING, INC., AS BORROWER, PPL CORPORATION, AS GUARANTOR THE LENDERS PARTY THERETO AND U.S. BANK NATIONAL ASSOCIATION, AS ADMINISTRATIVE AGENT STANDARD TERMS AND CONDITIONS FOR ASSIGNMENT AND ASSUMPTION 1. Representations and Warranties. 1.1 Assignor. [The] [Each] Assignor (a) represents and warrants that (i) it is the legal and beneficial owner of [the] [the relevant] Assigned Interest, (ii) [the] [such] Assigned Interest is free and clear of any lien, encumbrance or other adverse claim and (iii) it has full power and authority, and has taken all action necessary, to execute and deliver this Assignment and Assumption and to consummate the transactions contemplated hereby; and (b) assumes no responsibility with respect to (i) any statements, warranties or representations made in or in connection with the Credit Agreement or any other Loan Document, (ii) the execution, legality, validity, enforceability, genuineness, sufficiency or value of the Loan Documents or any collateral thereunder, (iii) the financial condition of the Borrower, any of its Subsidiaries or Affiliates or any other Person obligated in respect of any Loan Document or (iv) the performance or observance by the Borrower, any of its Subsidiaries or Affiliates or any other Person of any of their respective obligations under any Loan Document. 1.2. Assignee. [The] [Each] Assignee (a) represents and warrants that (i) it has full power and authority, and has taken all action necessary, to execute and deliver this Assignment and Assumption and to consummate the transactions contemplated hereby and to become a Lender under the Credit Agreement, (ii) it meets all requirements of an Eligible Assignee under the Credit Agreement (subject to receipt of such consents as
may be required under the Credit Agreement), (iii) from and after the Effective Date, it shall be bound by the provisions of the Credit Agreement as a Lender thereunder and, to the extent of the Assigned Interest, shall have the obligations of a Lender thereunder, (iv) it is sophisticated with respect to decisions to acquire assets of the type represented by the Assigned Interest and either it, or the Person exercising discretion in making its decision to acquire the Assigned Interest, is experienced in acquiring assets of such type, (v) it has received a copy of the Credit Agreement, together with copies of the most recent financial statements delivered pursuant to Section 6.01 thereof, as applicable, and such other documents and information as it has deemed appropriate to make its own credit analysis and decision to enter into this Assignment and Assumption and to purchase [the] [the relevant] Assigned Interest on the basis of which it has made such analysis and decision independently and without reliance on the Administrative Agent or any other Lender and (vi) based on such documents and information as it has deemed appropriate, made its own credit analysis and decision to enter into this Assignment and Assumption and to purchase [the][such] Assigned Interest and (b) agrees that (i) it will, independently and without reliance on the Administrative Agent, [the] [any] Assignor or any other Lender, and based on such documents and information as it shall deem appropriate at the time, continue to make its own credit decisions in taking or not taking action under the Loan Documents, and (ii) it will perform in accordance with their terms all of the obligations that by the terms of the Loan Documents are required to be performed by it as a Lender. 2. Payments. From and after the Effective Date, the Administrative Agent shall make all payments in respect of the Assigned Interest (including payments of principal, interest, fees and other C-6 #93055055v4

amounts) to the Assignor for a11ounts that have accrued to but excluding the Effective Date a,d to the
Assignee for amounts that have accrued from aid after the Effective Ocie. Notwithstaidi ng the foreJC)ing,
theAdministrciiveAg01t stial ma<eal l pcffma,tsof interest, fees or otha-anountspadorpcffrolein kind from
a,d cita- the Effedive Ocie to [the][the releva,t) Assignee.
3.
General Provisions. ThisAssignment and Assumption shall be binding upon, and inure
to the benefit of, the paiies hereto aid their re:pective succesoors and assigns. This Assignment aid
Assumption may be executed in a,y number of counterpais, which togetha- shall constitute one
instrument. Delivery of a, executed counterpai of a signciure p~e of this Assignment a1d Assumption
by telecopy shall be effective as delivery of a ma,ually executed counterpa-t of this Assignment end
Assumption. This Assignment end Assumption shall be governed by and construed in occorda,cewith
the internal laws of the State of New York.
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amounts) to the Assignor for amounts that have accrued to but excluding the Effective Date and to the Assignee for amounts that have accrued from and after the Effective Date. Notwithstanding the foregoing, the Administrative Agent shall make all payments of interest, fees or other amounts paid or payable in kind from and after the Effective Date to [the][the relevant] Assignee. 3. General Provisions. This Assignment and Assumption shall be binding upon, and inure to the benefit of, the parties hereto and their respective successors and assigns. This Assignment and Assumption may be executed in any number of counterparts, which together shall constitute one instrument. Delivery of an executed counterpart of a signature page of this Assignment and Assumption by telecopy shall be effective as delivery of a manually executed counterpart of this Assignment and Assumption. This Assignment and Assumption shall be governed by and construed in accordance with the internal laws of the State of New York. C-7 #93055055v4

EXHIBIT D

Formsof Opinion of Counsel for the Loan Parties

[ ooe atta::ha:l]
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EXHIBIT D Forms of Opinion of Counsel for the Loan Parties [see attached] D-1 #93055055v4

EXHIBIT E-1
FORM OF
U.S. TAX COMPLIANCE CERTIFICATE
(For Non-U .S. Lenders Tha Are Not Painerships For U.S. Federal Income Tax Purposes)

Refera,ce is hereby mocletotheCredit Agreema,t daed asof April 1, 2020 (as
anended, supplemented or otherwise modified from time to time, the " Credit Agreement"), among PPL
Ccpital Funding, Inc., as the Borrower, PPL Corporation, astheGua-a,tor, aid U.S. Bank National
Association, as the Administrative Agent, a-id the Lenders from ti me to ti me pa-ty thereto.
Pursua,t to the provisions of Sa::ti on 2.15 of the Credit Agreement, the undersigned
hereby certifies tha (i) it is theoole record a,d beneficial owner of the Loa,(s) (as wel l as a,y Note(s)
evidencing such Loa,(s)) in re:pect of which it is providing thiscertificcte, (ii) it is not a "bank" within
the meE11ing of Sa::tion 881 (c)(3)(A) of the Code, (ii i) it is not a "ten percent shareholder" of the
Borrower within the mea,i ng of Sa::tion 871 (h)(3)(B) of the Code a-id (iv) it is not a " controlled foreign
corporation" related to the Borrower as described in Section 881(c)(3)(C) of the Code.
The undersigned has furnished the Admi ni strai ve Agent a,d the Borrower with a
certificate of its non-U .S. Pa-oon staus on IRS Form W-8BEN or IRS Form W-8BEN-E. By executing
this certificcte, the undersigned q1rees that (1) if the informction provided in this certificae cha,ges, the
undersigned shal I promptly oo inform the Borrower a,d the Administra ive Agent, aid (2) the
undersigned shal l have at all times furnished the Borrower a,d theAdministraiveAgent with a properly
completed a-id currently effective certificate in either the calenda- yea- in which eoch payment is to be
mcde to the undersigned, or in either of the two cal enda- yea-s preceding such payments.
Unless otherwise defined herein, terms defined in the Credit Agreement a,d used herein
shal I have the meE11i ngs given to them in the Credit Agreement.
[NAME OF LENDER]

By:_ _ _ _ _ _ _ _ _ __
Na-ne:
Title:
Dae: _ __

. 20(

l
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EXHIBIT E-1 FORM OF U.S. TAX COMPLIANCE CERTIFICATE (For Non-U.S. Lenders That Are Not Partnerships For U.S. Federal Income Tax Purposes) Reference is hereby made to the Credit Agreement dated as of April 1, 2020 (as amended, supplemented or otherwise modified from time to time, the “Credit Agreement”), among PPL Capital Funding, Inc., as the Borrower, PPL Corporation, as the Guarantor, and U.S. Bank National Association, as the Administrative Agent, and the Lenders from time to time party thereto. Pursuant to the provisions of Section 2.15 of the Credit Agreement, the undersigned hereby certifies that (i) it is the sole record and beneficial owner of the Loan(s) (as well as any Note(s) evidencing such Loan(s)) in respect of which it is providing this certificate, (ii) it is not a “bank” within the meaning of Section 881(c)(3)(A) of the Code, (iii) it is not a “ten percent shareholder” of the Borrower within the meaning of Section 871(h)(3)(B) of the Code and (iv) it is not a “controlled foreign corporation” related to the Borrower as described in Section 881(c)(3)(C) of the Code. The undersigned has furnished the Administrative Agent and the Borrower with a certificate of its non-U.S. Person status on IRS Form W-8BEN or IRS Form W-8BEN-E. By executing this certificate, the undersigned agrees that (1) if the information provided in this certificate changes, the undersigned shall promptly so inform the Borrower and the Administrative Agent, and (2) the undersigned shall have at all times furnished the Borrower and the Administrative Agent with a properly completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in either of the two calendar years preceding such payments. Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings given to them in the Credit Agreement. [NAME OF LENDER]
By:_________________________________ Name: Title: Date: ________ __, 20[ ] E-1-1 #93055055v4

EXHIBIT E-2
FORM OF
U.S. TAX COMPLIANCE CERTIFICATE
(For Non-U .S. Pa1icipa,ts Thct Are Not Pa1nerships For U.S. Federa Income Tax Purposes)

Raererice is hereby mocle to the Credit Agreemerit dcted as of April 1, 2020 (as
amended, supplemented or otherwise modi fied from time to time, the " Credit Agreement"), among PPL
Ccpita Funding, Inc., as the Borrower, PPL Corporation, astheGuara,tor, cf1d U.S. Bank Nationa
Association, as the Administrative Agent, a,d the Lenders from ti me to ti me pa-ty thereto.
Pursua,t to the provisions of Sa::ti on 2.15 of the Credit Agreement, the undersigned
hereby certifies tha (i) it is the sole record a,d beneficia owner of thepa-ticipction in respect of which it
is providing this certificate, (i i) it is not a "bank" within the meaning of Section 881(c)(3)(A) of the Code,
(i ii) it is not a " ten percent shareholder" of the Borrower within the meaning of Section 871 (h)(3)(B) of
the Code a,d (iv) it is not a "controlled foreign corporation" related to the Borrower as described in
Sa::tion 881(c)(3)(C) of the Code.
The undersigned has furnished its pa-ticipaling Lender with a certificcte of its nonU.S. Person status on IRS Form W-8BEN or IRS Form W-8BEN-E. By executing this certificate, the
undersigned agrees that (1) if the information provided in this certificate chcf1ges, the undersigned shal
promptly so inform such Lender in writing, a,d (2) the undersigned sha l have al al times furnished such
Lender with a properly completed a,d currently effective certificate in either the caendar yes in which
each payment is to be made to the undersigned, or in either of the two caendar yess preceding such
payments.
Unless otherwise defined herein, terms defined in the Credit Agreement cf1d used herein
sha I have the mea,i ngs given to them in the Credit Agreement.
[NAME OF PARTICl PANT]

By:_ _ _ _ _ _ _ _ _ __
Name:
Title:
Dae: _ __

, 20( ]
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EXHIBIT E-2 FORM OF U.S. TAX COMPLIANCE CERTIFICATE (For Non-U.S. Participants That Are Not Partnerships For U.S. Federal Income Tax Purposes) Reference is hereby made to the Credit Agreement dated as of April 1, 2020 (as amended, supplemented or otherwise modified from time to time, the “Credit Agreement”), among PPL Capital Funding, Inc., as the Borrower, PPL Corporation, as the Guarantor, and U.S. Bank National Association, as the Administrative Agent, and the Lenders from time to time party thereto. Pursuant to the provisions of Section 2.15 of the Credit Agreement, the undersigned hereby certifies that (i) it is the sole record and beneficial owner of the participation in respect of which it is providing this certificate, (ii) it is not a “bank” within the meaning of Section 881(c)(3)(A) of the Code, (iii) it is not a “ten percent shareholder” of the Borrower within the meaning of Section 871(h)(3)(B) of the Code and (iv) it is not a “controlled foreign corporation” related to the Borrower as described in Section 881(c)(3)(C) of the Code. The undersigned has furnished its participating Lender with a certificate of its non- U.S. Person status on IRS Form W-8BEN or IRS Form W-8BEN-E. By executing this certificate, the undersigned agrees that (1) if the information provided in this certificate changes, the undersigned shall promptly so inform such Lender in writing, and (2) the undersigned shall have at all times furnished such Lender with a properly completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in either of the two calendar years preceding such payments. Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings given to them in the Credit Agreement. [NAME OF PARTICIPANT] By:_________________________________ Name: Title: Date: ________ __, 20[ ] E-2-1 #93055055v4

EXHIBIT E-3
FORM OF
U.S. TAX COMPLIANCE CERTIFICATE
(For Non-U.S. R:rticipaits That Are R:rtnerships For U.S. Federa Income Tax Purposes)

Refera,ce is hereby mocletotheCredit Agreema,t daed asof April 1, 2020 (as
anended, supplemented or otherwise modified from time to time, the " Credit Agreement"), among PPL
Ccpita Funding, Inc., as the Borrower, PPL Corporation, astheGua-a,tor, aid U.S. Bank Nationa
Association, as the Administrative Agent, a-id the Lenders from ti me to ti me pa-ty thereto.
Pursuait to the provisions of &dion 2.15 of the Credit Agreement, the undersigned
hereby certifies tha (i) it is the sole record owner of the pa-ticipation in respect of which it is providing
thiscertifica:e, (ii) its direct or indirect pa-tner&'membersa-ethesolebeneficia owners of such
pa-ticipaion, (iii) with respect such pa-ticipation, neitha- the unda-signed nor aiy of its direct or indirect
partners/members is a "bank" extending credit pursuant to a loan agreement entered into in the ordinary
course of its tra:le or business within the meming of &dion 881(c)(3)(A) of the Code, (iv) none of its
direct or indirect partners/members is a "ten percent shareholder" of the Borrower within the meaning of
&dion 871 (h)(3)(B) of the Code a,d (v) none of its di re::t or indirect partners/members is a "controlled
foreign corporation" related to the Borrower as described in Section 881(c)(3)(C) of the Code.
The undersigned has furnished itspa-ticipating Lenda-with IRS Form W-8IMY
ax:ompa,ied by one of the following forms from ea::h of itspa-tner&'memba-sthct is claiming the
portfolio interest exemption: (i) a, IRS Form W-8BEN or IRS Form W-8BEN-E or (ii) a-i IRS Form W8IMY occompaiied by a-i IRS Form W-8BEN or IRS Form W-8BEN-E from ea::h of such
partner's/member's beneficial owners tha is claiming the portfolio i nta-est exa-npti on. By executing this
certificate, the unda-signed agrees that (1) if the information provided in this certificate chaiges, the
undersigned sha l promptly so inform such Lender aid (2) the undersigned sha l have at al times
furnished such Lender with aprq:>erly completed aid currently effective certificate in eitha- the calendaYf!ff in which eoch payment is to be ma:leto the undersigned, or in either of the two calenda- yea-s
pra::edi ng such payments.
unless otherwise defined ha-ei n, terms defined in the Credit Agreement a-id used herein
shal have the mea,ingsgiven to them in the Credit Agreement.
[NAME OF PARTICIPANT]

By: _ _ _ _ _ _ _ _ _ __
Name:
Title:
Dae: _ __

, 20[ I
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EXHIBIT E-3 FORM OF U.S. TAX COMPLIANCE CERTIFICATE (For Non-U.S. Participants That Are Partnerships For U.S. Federal Income Tax Purposes) Reference is hereby made to the Credit Agreement dated as of April 1, 2020 (as amended, supplemented or otherwise modified from time to time, the “Credit Agreement”), among PPL Capital Funding, Inc., as the Borrower, PPL Corporation, as the Guarantor, and U.S. Bank National Association, as the Administrative Agent, and the Lenders from time to time party thereto. Pursuant to the provisions of Section 2.15 of the Credit Agreement, the undersigned hereby certifies that (i) it is the sole record owner of the participation in respect of which it is providing this certificate, (ii) its direct or indirect partners/members are the sole beneficial owners of such participation, (iii) with respect such participation, neither the undersigned nor any of its direct or indirect partners/members is a “bank” extending credit pursuant to a loan agreement entered into in the ordinary course of its trade or business within the meaning of Section 881(c)(3)(A) of the Code, (iv) none of its direct or indirect partners/members is a “ten percent shareholder” of the Borrower within the meaning of Section 871(h)(3)(B) of the Code and (v) none of its direct or indirect partners/members is a “controlled foreign corporation” related to the Borrower as described in Section 881(c)(3)(C) of the Code. The undersigned has furnished its participating Lender with IRS Form W-8IMY accompanied by one of the following forms from each of its partners/members that is claiming the portfolio interest exemption: (i) an IRS Form W-8BEN or IRS Form W-8BEN-E or (ii) an IRS Form W- 8IMY accompanied by an IRS Form W-8BEN or IRS Form W-8BEN-E from each of such partner’s/member’s beneficial owners that is claiming the portfolio interest exemption. By executing this certificate, the undersigned agrees that (1) if the information
provided in this certificate changes, the undersigned shall promptly so inform such Lender and (2) the undersigned shall have at all times furnished such Lender with a properly completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in either of the two calendar years preceding such payments. Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings given to them in the Credit Agreement. [NAME OF PARTICIPANT] By:_________________________________ Name: Title: Date: ________ __, 20[ ] E-3-1 #93055055v4

EXHIBIT E-4
FORM OF
U.S. TAX COMPLIANCE CERTIFICATE
(For Non-U.S. Lenders That Are Patnerships For U.S. Fooera I noome Tax Purposes)

Reference is hereby mocletotheCrooit Agreement daoo asof April 1, 2020 (as
amended, supplemented or otherwise modified from time to time, the " Crooit Agreement"), among PPL
Ccpita Funding, Inc., as the Borrower, PPL Corporation, astheGua-a,tor, aid U.S. Bank Nationa
Association, as the Administrative Agent, a-id the Lenders from ti me to ti me pa-ty therao.
Pursua-it to the provisions of Sa::ti on 2.15 of the Crooi t Agreement, the undersi gnoo
hereby certifies tha (i) it is theoole record owner of the Loa-i(s) (as well asa-iy Note(s) evidencing such
Loa-i(s)) in r ~ of which it is providing this certificate, (ii) its direct or indi rect pa-tners'membersa-e
the &lie beneficia owners of such Loa-i(s) (as well as a-iy Note(s) evidencing such Loa-i(s)), (iii) with
re:pect to the extension of crooit pursua-it to this Crooit Agreement or a-iy other Loa-i Document, neither
the undersigned nor any of its direct or indirect partners/members is a " bank" extending credit pursuant to
a loa-i agreement enteroo into in the ordina-y oourse of its trooe or business within the meening of
Sa::tion 881 (c)(3)(A) of the Code, (iv) none of its direct or indirect partners/members is a "ten percent
shareholder" of the Borrower within the meaning of Section 871(h)(3)(B) of the Code a-id (v) none of its
direct or indirect pa-tners'members is a "controlled foreign corporation" related to the Borrower as
describoo in Sa::tion 881(c)(3)(C) of the Code.
The undersi gnoo has f urni shoo the Admi ni strai ve Agent a-id the Borrower with I RS
Form W-8IMY occompa-iioo by one of the following forms from each of itspa-tners'memberstha is
daiming the portfolio interest exemption: (i) a-i IRS Form W-8BEN or IRS Form W-8BEN-E or (ii ) a-i
I RS Form W-8I MY occompa-iioo by a-i I RS Form W-8BEN or I RS Form W-8BEN-E from each of such
partner's/member's beneficial owners tbct isdaiming the portfolio interest exemption. By exe::uting this
certificate, the undersignoo agrees that (1) if the information providoo in this certificate cha-iges, the
undersignoo sha I promptly oo inform the Borrower a-id the Admi nistra ive Agent, a-id (2) the
undersignoo sha l have at al times furnishoo the Borrower a-id theAdministrativeAgent with a prcperly
oompletoo a-id currently effective certificate in either the caenda- yea in which each payment is to be
mooeto the undersignoo, or in either of the two caenda-yeaspreceding such payments.
Unless otherwise defi noo herein, terms defi noo in the Crooit Agreement a-id used herein
shal have the meeningsgiven to them in the Crooit Agreement.
[NAME OF LENDER]

By:_ _ _ _ _ _ _ _ _ __
Nane:
Title:
Date: - - -

. 20[ J
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EXHIBIT E-4 FORM OF U.S. TAX COMPLIANCE CERTIFICATE (For Non-U.S. Lenders That Are Partnerships For U.S. Federal Income Tax Purposes) Reference is hereby made to the Credit Agreement dated as of April 1, 2020 (as amended, supplemented or otherwise modified from time to time, the “Credit Agreement”), among PPL Capital Funding, Inc., as the Borrower, PPL Corporation, as the Guarantor, and U.S. Bank National Association, as the Administrative Agent, and the Lenders from time to time party thereto. Pursuant to the provisions of Section 2.15 of the Credit Agreement, the undersigned hereby certifies that (i) it is the sole record owner of the Loan(s) (as well as any Note(s) evidencing such Loan(s)) in respect of which it is providing this certificate, (ii) its direct or indirect partners/members are the sole beneficial owners of such Loan(s) (as well as any Note(s) evidencing such Loan(s)), (iii) with respect to the extension of credit pursuant to this Credit Agreement or any other Loan Document, neither the undersigned nor any of its direct or indirect partners/members is a “bank” extending credit pursuant to a loan agreement entered into in the ordinary course of its trade or business within the meaning of Section 881(c)(3)(A) of the Code, (iv) none of its direct or indirect partners/members is a “ten percent shareholder” of the Borrower within the meaning of Section 871(h)(3)(B) of the Code and (v) none of its direct or indirect partners/members is a “controlled foreign corporation” related to the Borrower as described in Section 881(c)(3)(C) of the Code. The undersigned has furnished the Administrative Agent and the Borrower with IRS Form W-8IMY accompanied by one of the following forms from each of its partners/members that is claiming the portfolio interest exemption: (i) an IRS Form W-8BEN or IRS Form W-8BEN-E or (ii) an IRS Form W-8IMY accompanied by an IRS Form W-8BEN or IRS Form W-8BEN-E from each o
such partner’s/member’s beneficial owners that is claiming the portfolio interest exemption. By executing this certificate, the undersigned agrees that (1) if the information provided in this certificate changes, the undersigned shall promptly so inform the Borrower and the Administrative Agent, and (2) the undersigned shall have at all times furnished the Borrower and the Administrative Agent with a properly completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in either of the two calendar years preceding such payments. Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings given to them in the Credit Agreement. [NAME OF LENDER] By:_________________________________ Name: Title: Date: ________ __, 20[ ] E-4-1 #93052149v11
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CREDIT A GREEM ENT (this''Agreement") dated as of Ma-ch 27, 2020 is entered into anong
PPL CAPITAL FUNDING, INC., a Delawa-ecorporation (the " Borrower"), PPL CORPORATION, a
Pennsylvania corporation (the " Gua-antor"), the LENDERS party hereto from time to time aid THE
BANK OF NOVA SCOTIA, astheAdministrciiveAgent. Thepartieshereto agree as follows:
RECITALS
The Loan Parties (as hereinafter defined) have ra:iuested thci the Lenders provide a term loan
credit fa:::i lity in an aggregate principa amount not to exceed $200,000,000. In considerciion of their
mutua covenants aid agreements hereinater set forth and intending to be legaly bound hereby, the
parties hereto covenant and agree as follows:
ART ICLE I
DEFI NITIONS
Section 1.01 Definitions. All eepitaized terms used in this Agreement or in any Appendix,
Schedule or Exhibit hereto which a-e not otherwise defined herein or therein shall have the respro:ive
mea,ingsset forth below.
"Adjusted London Interbank Offered Rate" means, for any Interest Period, a rate per annuma:iua
to the quotient obtaned (rounded upwa-d, if necessa-y, to the nEa"est 11100th of 1%) by dividing (i) the
London Interbank Offered Rate for ruch Interest Period by (i i) 1.00 minus the Euro-Doi la- Resa-ve
Percentage.
"Admi nistrciive Agent" means The Bank of Nova Scotia, in its capacity as administrative agent
for the Lenders hereunder and under the other Loan Documents, and its ruccessor or ruccessors in ruch
eepa:::i ty.
"Administrciive Questionna re" means, with respect to each Lender, an administrciive
questionnare in the form provided by the Administrative Agent and submitted to the Administrative
Agent (with a copy to the Borrower) duly COl'll)leted by such Lender.
"Affil iate'' means, with r~ro to any Person, any other Person who is dirroly or indirroly
control Ii ng, control Ied by or under common control with ruch Person. A Person sha I be deemed to control
another Person if ruch Person possesses, dirroly or indirroly, the power to dirro or cause the diroction
of the management or policies of the controlled Person, whether through the ownership of stock or its
a:iuivaent, by contract or otherwise.
"Agreement" has the meaning set forth in the introductory pa-agraph hereto, as this Agreement
may be amended, restcied, supplemented or modified from ti me to ti me.
"Applicable Lending Office'' means, with r~ro to any Lender, its office located at its address
set forth in its Admi ni strati ve Questi onna re, or ruch other office as such Lender may hereafter desi gncie
by notice to the Borrower and the Administrative Agent.
"Applicable Percentooe'' means, for purposes of calculating (i) the applicable interest rate ma-gin
for any day for any Base Rate Loans, 0.00% per annum or (i i) the applicable interest rate ma-gin for any
day for Euro-Doll a- Loans, 1.00% per annum.
"Arra,ger" means The Bank of Nova Scotia in its capacity as sole lead arranger and sole
bookrunner.

CREDIT AGREEMENT (this “Agreement”) dated as of March 27, 2020 is entered into among PPL CAPITAL FUNDING, INC., a Delaware corporation (the “Borrower”), PPL CORPORATION, a Pennsylvania corporation (the “Guarantor”), the LENDERS party hereto from time to time and THE BANK OF NOVA SCOTIA, as the Administrative Agent. The parties hereto agree as follows: RECITALS The Loan Parties (as hereinafter defined) have requested that the Lenders provide a term loan credit facility in an aggregate principal amount not to exceed $200,000,000. In consideration of their mutual covenants and agreements hereinafter set forth and intending to be legally bound hereby, the parties hereto covenant and agree as follows: ARTICLE I DEFINITIONS Section 1.01 Definitions. All capitalized terms used in this Agreement or in any Appendix, Schedule or Exhibit hereto which are not otherwise defined herein or therein shall have the respective meanings set forth below. “Adjusted London Interbank Offered Rate” means, for any Interest Period, a rate per annum equal to the quotient obtained (rounded upward, if necessary, to the nearest 1/100th of 1%) by dividing (i) the London Interbank Offered Rate for such Interest Period by (ii) 1.00 minus the Euro-Dollar Reserve Percentage. “Administrative Agent” means The Bank of Nova Scotia, in its capacity as administrative agent for the Lenders hereunder and under the other Loan Documents, and its successor or successors in such capacity. “Administrative Questionnaire” means, with respect to each Lender, an administrative questionnaire in the form provided by the Administrative Agent and submitted to the Administrative Agent (with a copy to the Borrower) duly completed by such Lender. “Affiliate” means, with respect to any Person, any other Person who is directly or indirectly controlling, controlled by or under common control with such Person. A Person shall be deemed to control
another Person if such Person possesses, directly or indirectly, the power to direct or cause the direction of the management or policies of the controlled Person, whether through the ownership of stock or its equivalent, by contract or otherwise. “Agreement” has the meaning set forth in the introductory paragraph hereto, as this Agreement may be amended, restated, supplemented or modified from time to time. “Applicable Lending Office” means, with respect to any Lender, its office located at its address set forth in its Administrative Questionnaire, or such other office as such Lender may hereafter designate by notice to the Borrower and the Administrative Agent. “Applicable Percentage” means, for purposes of calculating (i) the applicable interest rate margin for any day for any Base Rate Loans, 0.00% per annum or (ii) the applicable interest rate margin for any day for Euro-Dollar Loans, 1.00% per annum. “Arranger” means The Bank of Nova Scotia in its capacity as sole lead arranger and sole bookrunner. 1

"Affiet Sae" means any sale of any assets, incl uding by way of the sale by the Gueraitor or aiy
of its Subsi di eri es of equity interests in such Subsi di eri es.
"Assignee" has the meaning set forth in Soction 8.06(c).
"Assignment aid ASSJmption Agreement" means an Assignment aid ASSJrrption Agreement,
substaitially in the form of atta::hed Exhibit E, under which ai interest of a Lender hereunder is
traisferred to ai Eligible Assignee pursuait to Soction 8.06(c).
"Authorized Officer" means the president, the chief operating officer, the chief financial officer,
the chief accounting officer, aiy vice president, the treasurer, the assistait treasurer or the control ler of
the appl icable Loa, Paiy or such other individualsreaoonal::>ly oc:c€ptal::>leto theAdministrativeAgent as
may be designated in writing by the Borrower from ti me to ti me.
" Baikruptcy Code" means the Baikruptcy Reform Act of 1978, as amended, or aiy succesoor
statute.
" Base Rae" means for any day, a fluctuating per annum rate of interest equal to the highest of (i)
the Federal Funds Rate pl us 0.5%, (ii) the Prime Rae, aid (i ii) the Adj usted London Interbaik Offered Rate
for a Euro-Doller Loa, with ai Interest Period of one month commencing on such day plus 100 basis points
(1.00%). Any chaige in the Base Rate(or aiy COl'Tl)Onent thereof) shall take effect at theoperiing of business
on the day such chaige occurs.
" Base Rate Borrowing" means a Borrowing comprised of Base Rate L oais.
" Base Rae Loa," means a Loa, in respect of which interest is computed on the basis of the Base
Rae.
" Borrower" has the meaning set forth in the introductory peragr""h herao.
"Borrower's Rating" means the senior unsecured long-term debt rating of the Borrower from
S& P or Moody's without giving effect to any third party credit enhaicement exa:µt for a gueraity of the
Gueraitor (it being understood that all of the Borrower's long term debt is Guermteed by theGueraitor).
"Borrowing" means a group of L oa,s of a single Type made by the Lenders on a single date aid,
in the case of a Euro-Doller Borrowing, having a single Interest Period.
" Business Day" means any day other than a Saturday or Sunday or a legal holiday on which
commercial bmksereauthorized or required to be dosed for business in Ne,v York, Ne,v York aid if the
""plicable Business Day relates to my Euro-Doller Loa,, such day must also be a day oo which dealings
ere carried on in the London interbmk merka.
" Ccpital Lease'' means any lease of property which, in accordance with GAAP, should be
capitalized on the lessee's balance sheet.
" Ca:>ital Lease Obl igations'' means, with respect to any Person, all obligaionsof such Person as
lessee under ~ ital Leooes, in eoch case taken a the anount thereof accounted for as lial::>ilities in
accordaicewith GAAP.
" Chaige of Control" means (i) the a::quisition by aiy Person, or two or more Pa-sons acting in
concert, of bena'icial ownership (within the mea,ing of Rule 13d-3 of the Se:urities aid Exchange
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“Asset Sale” means any sale of any assets, including by way of the sale by the Guarantor or any of its Subsidiaries of equity interests in such Subsidiaries. “Assignee” has the meaning set forth in Section 8.06(c). “Assignment and Assumption Agreement” means an Assignment and Assumption Agreement, substantially in the form of attached Exhibit E, under which an interest of a Lender hereunder is transferred to an Eligible Assignee pursuant to Section 8.06(c). “Authorized Officer” means the president, the chief operating officer, the chief financial officer, the chief accounting officer, any vice president, the treasurer, the assistant treasurer or the controller of the applicable Loan Party or such other individuals reasonably acceptable to the Administrative Agent as may be designated in writing by the Borrower from time to time. “Bankruptcy Code” means the Bankruptcy Reform Act of 1978, as amended, or any successor statute. “Base Rate” means for any day, a fluctuating per annum rate of interest equal to the highest of (i) the Federal Funds Rate plus 0.5%, (ii) the Prime Rate, and (iii) the Adjusted London Interbank Offered Rate for a Euro-Dollar Loan with an Interest Period of one month commencing on such day plus 100 basis points (1.00%). Any change in the Base Rate (or any component thereof) shall take effect at the opening of business on the day such change occurs. “Base Rate Borrowing” means a Borrowing comprised of Base Rate Loans. “Base Rate Loan” means a Loan in respect of which interest is computed on the basis of the Base Rate. “Borrower” has the meaning set forth in the introductory paragraph hereto. “Borrower’s Rating” means the senior unsecured long-term debt rating of the Borrower from S&P or Moody’s without giving effect to any third party credit enhancement except for a guaranty of the Guarantor (it being understood that all of the Borrower’s long term debt is Guaranteed by the Guarantor). “Borrowing” means a
group of Loans of a single Type made by the Lenders on a single date and, in the case of a Euro-Dollar Borrowing, having a single Interest Period. “Business Day” means any day other than a Saturday or Sunday or a legal holiday on which commercial banks are authorized or required to be closed for business in New York, New York and if the applicable Business Day relates to any Euro-Dollar Loan, such day must also be a day on which dealings are carried on in the London interbank market. “Capital Lease” means any lease of property which, in accordance with GAAP, should be capitalized on the lessee’s balance sheet. “Capital Lease Obligations” means, with respect to any Person, all obligations of such Person as lessee under Capital Leases, in each case taken at the amount thereof accounted for as liabilities in accordance with GAAP. “Change of Control” means (i) the acquisition by any Person, or two or more Persons acting in concert, of beneficial ownership (within the meaning of Rule 13d-3 of the Securities and Exchange 2

Commission under the Securities Exchange A ct of 1934, as anended) of 25% or more of the outstanding
shaesof Voting Stock of the Guaantor or its successors or (ii) the fa lure at any time of the Guaantor
or its successors to own 80% or more of the outstanding shaesof the Voting Stock in the Borrower.
" Commitment" meens, with respect to any Lender, the commi tment of such Lender to ma<e a
Loa, in Doi I as to the Borrower on the Effective Dae hereunder in an aggregate anount no greE:ier than
the anount set forth on Schedule I hereto or, if a Lender has entered into any Assignment and Assumption,
set forth for such Lender in the Register pursuant to Section 8.06.
" Connection Income Taxes" means Other Connection Taxestha ae i mposed on or mea9..lred by
net income (howe.ter denominated) or that ae f ra"lchi se Taxes or branch profits Taxes.
" Consolidated Ccpitalization" means the sum of, without duplication, (A) the Conoolida ed Debt
(without giving effect to clause (b) of the definition of "Consolidated Debt") and (B) the consolidated
shareowners' equity (determined in accordance with GAAP) of the common, preference and preferred
shaeowners of the Guaantor and minority interests recorded on the Guaantor's consolidated financial
statements (excluding from shareowners' equity (i) the effect of all unrealized gains and losses repo1ted
under Financial Aocounting StandadsBoad Aocounting StandadsCodification Topic 815 in connection
with (x) forwad contracts, futures contracts, options controcts or other derivatives or hedging agreements
for the future delivery of electricity, capacity, fuel or other commodities and (y) Interest Rae Protection
Agreanents, foreign currency exchange agreanents or other interest or exchange rae hedging
arangements and (i i) the balance of accumul aed other comprenensi ve i ncorne'Ioss of the Guaantor on
any date of determi nation solely with respect to the effect of any pension and other post-retirement benefit
lici>ility adjustment recorded in accordance with GAAP), except that for purposes of calculaing
Conoolidated C<l)italization of the Guaantor, Conrolidaed Debt of the Guaantor shal l exdude Non
Ra::ourse Debt and Consolidated C<l)ital ization of the Guaantor shall exdude tha portion of
shareowners' equity attributable to assets securing Non Re:ourse Debt.
" Conoolidated Debt" means the consolidated Debt of the Guaantor and its Consolidaed
Subsidiaies (determined in occordance with GAAP), except that for purposes of this definition (a)
Conoolidated Debt shall exclude Non Re:ourse Debt of the Guaantor and its Conoolidated Subsidiaies,
and (b) Conool idated Debt shall exdude (i) Hybrid Securities of the Guaantor and its Consolidated
Subsidiaies in an aggregate anount as shall not exceoo 15% of Consol idaed C<l)italization and (ii)
Equity-Linked Securities in an aggregate anount as shall not exc9€d 15% of Conoolidated C<l)ital ization.
" Consolidated Subsidiay" means wi th respect to any Pa-oon at any date any Subsidiay of such
Pa-son or other enti ty the accounts of which would be conoolidated with those of such Pa-son in its
consol idcted financial statements if such staements were prepaed as of such dae in occordance with
GAAP.
" Continuing Lender'' means with respect to any event described in Section 2.06(b), a Lender
which is not a Retiring Lender, and "Continuing Lenders" means any two or more of such Continuing
Lenders.
" Corporaion" means a corporation, association, company, joint stock company, limited liability
C01rpany, patnershi p or business trust.
" Credit Event" means a Borrowing.
" Debt" of any Person rnea1s, without duplication, (i) all obligations of such Pa-oon for borrowed
money', (ii ) al I obi igati ons of such Pa-son e.,i denced by bonds, debentures, notes or si mi Ia instruments,
(ii i) all Guaantees by such Pa-oon of Debt of others, (iv) all C<l)ital Lease Obligations and Synthetic
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Commission under the Securities Exchange Act of 1934, as amended) of 25% or more of the outstanding shares of Voting Stock of the Guarantor or its successors or (ii) the failure at any time of the Guarantor or its successors to own 80% or more of the outstanding shares of the Voting Stock in the Borrower. “Commitment” means, with respect to any Lender, the commitment of such Lender to make a Loan in Dollars to the Borrower on the Effective Date hereunder in an aggregate amount no greater than the amount set forth on Schedule I hereto or, if a Lender has entered into any Assignment and Assumption, set forth for such Lender in the Register pursuant to Section 8.06. “Connection Income Taxes” means Other Connection Taxes that are imposed on or measured by net income (however denominated) or that are franchise Taxes or branch profits Taxes. “Consolidated Capitalization” means the sum of, without duplication, (A) the Consolidated Debt (without giving effect to clause (b) of the definition of “Consolidated Debt”) and (B) the consolidated shareowners’ equity (determined in accordance with GAAP) of the common, preference and preferred shareowners of the Guarantor and minority interests recorded on the Guarantor’s consolidated financial statements (excluding from shareowners’ equity (i) the effect of all unrealized gains and losses reported under Financial Accounting Standards Board Accounting Standards Codification Topic 815 in connection with (x) forward contracts, futures contracts, options contracts or other derivatives or hedging agreements for the future delivery of electricity, capacity, fuel or other commodities and (y) Interest Rate Protection Agreements, foreign currency exchange agreements or other interest or exchange rate hedging arrangements and (ii) the balance of accumulated other comprehensive income/loss of the Guarantor on any date of determination solely with respect to the effect of any pension and other postretirement benefit liability adjustment recorded in accordance with GAAP), except that for purposes of calculating Consolidated Capitalization of the Guarantor, Consolidated Debt of the Guarantor shall exclude Non Recourse Debt and Consolidated Capitalization of the Guarantor shall exclude that portion of shareowners’ equity attributable to assets securing Non Recourse Debt. “Consolidated Debt” means the consolidated Debt of the Guarantor and its Consolidated Subsidiaries (determined in accordance with GAAP), except that for purposes of this definition (a) Consolidated Debt shall exclude Non Recourse Debt of the Guarantor and its Consolidated Subsidiaries, and (b) Consolidated Debt shall exclude (i) Hybrid Securities of the Guarantor and its Consolidated Subsidiaries in an aggregate amount as shall not exceed 15% of Consolidated Capitalization and (ii) Equity-Linked Securities in an aggregate amount as shall not exceed 15% of Consolidated Capitalization. “Consolidated Subsidiary” means with respect to any Person at any date any Subsidiary of such Person or other entity the accounts of which would be consolidated with those of such Person in its consolidated financial statements if such statements were prepared as of such date in accordance with GAAP. “Continuing Lender” means with respect to any event described in Section 2.06(b), a Lender which is not a Retiring Lender, and “Continuing Lenders” means any two or more of such Continuing Lenders. “Corporation” means a corporation, association, company, joint stock company, limited liability company, partnership or business trust. “Credit Event” means a Borrowing. “Debt” of any Person means, without duplication, (i) all obligations of such Person for borrowed money, (ii) all obligations of such Person evidenced by bonds, debentures, notes or similar instruments, (iii) all Guarantees by such Person of Debt of others, (iv) all Capital Lease Obligations and Synthetic 3

Leases of such Pa-son, (v) a l obligations of such Pa-son in re:poct of Interest Rae Protoction
Agreements, foreign currency exchange aJreements or other interest or excha,ge rate he:Jging
a-rangernents (the a-nount of any such obligaion to be the net a-nount that would be payrole upon the
axeleration, termination or liquidation therrof), but only to the extent that such net obligations exceed
$150,000,000 in the aJgregate and (vi) all obl igations of such Pa-son as an a::count pa-ty in re:poct of
letters of credit and bankers' acceptances; provided, however, that " Debt" of such Person does not ind ude
(a) obligations of such Pa-son under any installment sae, conditional sae or title retention aJreement or
any other aJreernent relating to obl igations for the deferred purchase price of property or services, (b)
obi i gaions under aJreements relating to the purchase and sa e of any commodity, ind udi ng any power
sae or purchase aJreernents, any commodity hedge or derivative (regardless of whether ariy such
transaction is a "financial" or physical transaction), (c) any trade obi igati ons or other obligations of such
Pa-son incurred in the ordinary course of business or (d) obligaions of such Pa-son under any 1€09:l
aJreement (ind udi ng any I€09:l intended as security) that is not a Capi tat L €09:l or a Synthetic L €09:l.
" Debtor Relief Laws" means the Bankruptcy Code of the United Staes of America, and all other
liquidciion, conservatorship, bankruptcy, assignment for the benefit of creditors, moratorium,
re,nangement, receivership, insolvency, rrorganization, or similar debtor relief Laws of the United States
or other cl)plicrole juriooidions from time to time in effoct.
" Default" means any Event of Default or any other condition or event which with the giving of
notice or lcl)seof time or both would, unless cured or waved, become an Event of Detault.
" Dolla-s" and the sign "i " means lawful money of the United Staesof America.
" Effoctive Date'' means the date on which the Administrciive Agent determines tha the
conditions ~ecified in or pursuant to Soction 3.01 have been sciisfied.
" Eligible Assignee" means (i) a Lender; (ii) a commercial barik orga,ized under the laws of the
United Staes; (i ii) a commercial bank orgarii zed under the Iaws of ariy other country which is a member
of the Organization for Economic Cooperation and Development, or a political subdivision of any such
country; provided, thci such bank isading through a branch or aJency located and licensed in the United
States; or (iv) an Affi liate of a Lender that is an " accredited investor" (as defined in Regulation D under
the Se::urities Ad of 1933, as emended); provided, that, in each case (a) upon and following the
occurrence of a, Event of Default, an Eligible Assignee shal mea, any Pa-son other than a Loan Party
or ariy of its Affiliates and (b) notwithstanding the foregoing, "Eligible Assignee" shall not include any
Loan Party or any of its Subsidiaries or Affil iaes.
" Environmental Laws'' means any and all federal , state arid local stautes, laws, regulations,
ordinances, rules. judgments, orders, decrees, permits, concessions, grarits, franchises, Ii censes or other
written governmental restrictions relating to the environment or to emissions, discharges or releases of
pol Iutarits, conta-ni nants, petroleum or petroleum products, chemicals or industrial, toxic or Hazardous
Substances or wastes into the environment including, without limitation, a-nbient ar, surfoce wcier,
ground water, or land, or otherwise relating to the mariufadure, processing, distribution, use, treatment,
storaJe, di ~osa , tran~ort or hand! i ng of pol Iutarits, conta-ni nants, petroleum or petroleum products,
chemicals or industrial , toxic or Hazardous Substances or wastes.
" Environmental Liroil ities'' means all liabilities (including anticipaed compliance costs) in
connoction with or relating to the business, assets, presently or previously owned, leooed or operaed
property, activities (induding, without limitaion, off-site di~osa) or operaionsof the Guarantor or any
of itsSubsidia-ieswhich arise under Environmental Laws.
" Equity-Linked Se::urities" means any securities of the Guarantor or any of its Subsidiaries
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Leases of such Person, (v) all obligations of such Person in respect of Interest Rate Protection Agreements, foreign currency exchange agreements or other interest or exchange rate hedging arrangements (the amount of any such obligation to be the net amount that would be payable upon the acceleration, termination or liquidation thereof), but only to the extent that such net obligations exceed $150,000,000 in the aggregate and (vi) all obligations of such Person as an account party in respect of letters of credit and bankers’ acceptances; provided, however, that “Debt” of such Person does not include (a) obligations of such Person under any installment sale, conditional sale or title retention agreement or any other agreement relating to obligations for the deferred purchase price of property or services, (b) obligations under agreements relating to the purchase and sale of any commodity, including any power sale or purchase agreements, any commodity hedge or derivative (regardless of whether any such transaction is a “financial” or physical transaction), (c) any trade obligations or other obligations of such Person incurred in the ordinary course of business or (d) obligations of such Person under any lease agreement (including any lease intended as security) that is not a Capital Lease or a Synthetic Lease. “Debtor Relief Laws” means the Bankruptcy Code of the United States of America, and all other liquidation, conservatorship, bankruptcy, assignment for the benefit of creditors, moratorium, rearrangement, receivership, insolvency, reorganization, or similar debtor relief Laws of the United States or other applicable jurisdictions from time to time in effect. “Default” means any Event of Default or any other condition or event which with the giving of notice or lapse of time or both would, unless cured or waived, become an Event of Default. “Dollars” and the sign “$” means lawful money of the United States of America. “Effective Date” means the date on
which the Administrative Agent determines that the conditions specified in or pursuant to Section 3.01 have been satisfied. “Eligible Assignee” means (i) a Lender; (ii) a commercial bank organized under the laws of the United States; (iii) a commercial bank organized under the laws of any other country which is a member of the Organization for Economic Cooperation and Development, or a political subdivision of any such country; provided, that such bank is acting through a branch or agency located and licensed in the United States; or (iv) an Affiliate of a Lender that is an “accredited investor” (as defined in Regulation D under the Securities Act of 1933, as amended); provided, that, in each case (a) upon and following the occurrence of an Event of Default, an Eligible Assignee shall mean any Person other than a Loan Party or any of its Affiliates and (b) notwithstanding the foregoing, “Eligible Assignee” shall not include any Loan Party or any of its Subsidiaries or Affiliates. “Environmental Laws” means any and all federal, state and local statutes, laws, regulations, ordinances, rules, judgments, orders, decrees, permits, concessions, grants, franchises, licenses or other written governmental restrictions relating to the environment or to emissions, discharges or releases of pollutants, contaminants, petroleum or petroleum products, chemicals or industrial, toxic or Hazardous Substances or wastes into the environment including, without limitation, ambient air, surface water, ground water, or land, or otherwise relating to the manufacture, processing, distribution, use, treatment, storage, disposal, transport or handling of pollutants, contaminants, petroleum or petroleum products, chemicals or industrial, toxic or Hazardous Substances or wastes. “Environmental Liabilities” means all liabilities (including anticipated compliance costs) in connection with or relating to the business, assets, presently or previously owned, leased or operated property, activities
(including, without limitation, off-site disposal) or operations of the Guarantor or any of its Subsidiaries which arise under Environmental Laws. “Equity-Linked Securities” means any securities of the Guarantor or any of its Subsidiaries 4

which a-e convertible into, or exchangerole for, equity securities of the Gua-antor or such Subsidia-y,
including any securities i ssua:l by any of such Pa-sons which a-e pl a:lga:l to secure any obi igati on of any
holder to purchase equity securities of the Guaa,tor or a,y of itsSubsidiaies.
" ERISA." means the Employee Retirement Income Security Act of 1974, as anenda:l, or a,y
successor statute.
" ERISA. Group" means each of the Loa, Pa-ties ald all members of a controlla:l group of
corpora:ions and all trades or businesses (whetha- or not incorporata:l) unda- common control which,
togetha-with ea::h of the Loa, Pa-ties, a-etreaa:l as a single arployer under Sedion 414(b) or (c) of the
I nta-nal Revenue Code.
" Euro-Doll a- Borrowing" means a Borrowing comprisa:l of Euro-Doll a- Loa,s.
" Euro-Doi la- Loa," means a Loa, in r~ect of which inta-est is computa:l on the basis of the
Adjusta:l London lnta-bank Offa-a:l Rate pursuant to the applicable Notice of Borrowing or Notice of
Conva-si on/Continuation.
" Euro-Doi Ia- Reserve Pa-centcge" of any Lender for the Interest Period of any Euro-Doi Ia- Loa,
mea,s the maximum pa-centa;:ie in effect on such day, (i) aspreocriba:l by the Bead of Governors of the
Fa:la-al Reserve System (or any successor) for deta-mining the reserve requirements (induding
supplemental, maginal ald ema-gency reserve requirements) with r~ect to eurocurrency funding
(currently refa-ra:l to as "Eurocurrency Liabilities"); and (ii) to be maintained by a Lenda- as requira:l for
reserve liquidity, special deposit, or simila- purpose by any gova-nmental or moneta-y authority of any
country or political subdivision thereof (induding any central bank), aganst (A) any category of liabilities
that indudesdeposits by refa-enceto which a London I ntffbank Offa-a:l Rae is to bedeta-mina:l, or (B)
any caegory of extension of cra:lit or otha- a3Scts tha indudes Loa,s or Groups of Loa,s to which a
London lnta-bank Offa-a:l Rae appl ies. The Adjusta:l London lnta-bank Offa-a:l Rae shal be adj usta:l
automaical Iy on and as of the effective dae of any change in the Euro-Doi Iar Reserve Percentage.
" Event of Default" has the meaning set forth in Sedion 6.01.
" FATCA" meausSEdions 1471 through 1474 of the lnta-nal Revenue Code as of thedaeof this
Agreement (or any anenda:l or successor va-sion that is substantively compaable and not maerially
more ona-ous to comply with), any current or future regulaions or official gova-nment interpretations
thffeof and any a;:ireements enta-a:l into pursuant to Section 1471(b) of the Code, and any fioca or
regulatory legislaion, rules or practices adopta:l pursuant to any inta-gova-nmental a;:ireement, treay or
convention among gova-nmental authorities ald i mpl ementi ng such Sedi ons of the Code.
" Fa:leral Funds Rae'' means for any day the rate per annum (basa:l on a ye« of 360 days and
actual days acpsa:l and rounda:l upwad, i f ~ . to the ne«est 1/100 of 1%) announced by the
Fa:la-al Reserve Bank of Nw York (or any successor) on such day as being the wei ghta:l ava-a;:ie of the
raes on ova-night fa:la-al funds transactions aranga:l by federal funds brokers on the previous trading
day, as computa:l and announced by such Feda-al Reserve Bank (or any successor) in substantially the
same manner as such Federal Reserve Bank computes and announces the weighta:l average it refers to as
the ·'Federal Funds Effective Rate" as of the Effective Date; provida:l, if such Fa:la-al Reserve Bank (or
its successor) does not announce such rae on any day, the " Federal Funds Rate" for such day shall be the
Fa:la-al Funds Rae for the last day on which such rate was announced.
" GAAP' means United States generally occepted accounting prindplescpplia:l on a consistent
basis.
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which are convertible into, or exchangeable for, equity securities of the Guarantor or such Subsidiary, including any securities issued by any of such Persons which are pledged to secure any obligation of any holder to purchase equity securities of the Guarantor or any of its Subsidiaries. “ERISA” means the Employee Retirement Income Security Act of 1974, as amended, or any successor statute. “ERISA Group” means each of the Loan Parties and all members of a controlled group of corporations and all trades or businesses (whether or not incorporated) under common control which, together with each of the Loan Parties, are treated as a single employer under Section 414(b) or (c) of the Internal Revenue Code. “Euro-Dollar Borrowing” means a Borrowing comprised of Euro-Dollar Loans. “Euro-Dollar Loan” means a Loan in respect of which interest is computed on the basis of the Adjusted London Interbank Offered Rate pursuant to the applicable Notice of Borrowing or Notice of Conversion/Continuation. “Euro-Dollar Reserve Percentage” of any Lender for the Interest Period of any Euro-Dollar Loan means the maximum percentage in effect on such day, (i) as prescribed by the Board of Governors of the Federal Reserve System (or any successor) for determining the reserve requirements (including supplemental, marginal and emergency reserve requirements) with respect to eurocurrency funding (currently referred to as “Eurocurrency Liabilities”); and (ii) to be maintained by a Lender as required for reserve liquidity, special deposit, or similar purpose by any governmental or monetary authority of any country or political subdivision thereof (including any central bank), against (A) any category of liabilities that includes deposits by reference to which a London Interbank Offered Rate is to be determined, or (B) any category of extension of credit or other assets that includes Loans or Groups of Loans to which a London Interbank Offered Rate
applies. The Adjusted London Interbank Offered Rate shall be adjusted automatically on and as of the effective date of any change in the Euro-Dollar Reserve Percentage. “Event of Default” has the meaning set forth in Section 6.01. “FATCA” means Sections 1471 through 1474 of the Internal Revenue Code as of the date of this Agreement (or any amended or successor version that is substantively comparable and not materially more onerous to comply with), any current or future regulations or official government interpretations thereof and any agreements entered into pursuant to Section 1471(b) of the Code, and any fiscal or regulatory legislation, rules or practices adopted pursuant to any intergovernmental agreement, treaty or convention among governmental authorities and implementing such Sections of the Code. “Federal Funds Rate” means for any day the rate per annum (based on a year of 360 days and actual days elapsed and rounded upward, if necessary, to the nearest 1/100 of 1%) announced by the Federal Reserve Bank of New York (or any successor) on such day as being the weighted average of the rates on overnight federal funds transactions arranged by federal funds brokers on the previous trading day, as computed and announced by such Federal Reserve Bank (or any successor) in substantially the same manner as such Federal Reserve Bank computes and announces the weighted average it refers to as the “Federal Funds Effective Rate” as of the Effective Date; provided, if such Federal Reserve Bank (or its successor) does not announce such rate on any day, the “Federal Funds Rate” for such day shall be the Federal Funds Rate for the last day on which such rate was announced. “GAAP” means United States generally accepted accounting principles applied on a consistent basis. 5

" Governmental Authority" means any federal, state or local government, authority, agency,
central bank, quasi-governmental arthority, court or other body or entity, and any erbitrator with a.Jthority
to bind a paty at laN.
" Group of Loa,s" means at any time a group of Loa,s consisting of (i) all Loa,swhich ere Base
Rate Loa,s a such time or (i i) all Loa,s which ere Euro-Doller Loa,sof the sane Type having the sane
Interest Pa-iod a such time: provided that if a Loa, of any paticuler Lender is converted to or ma:le as a
Base Rate Loan pursuant to Sa::tions 2.12 or 2.16, such Loa, shall be induded in the sane Group or
Groups of Loa,s from time to ti meas it would have been in if it had not been so converted or made.
" Guerantee" of or by any Pa-son mea,s any obl igation, contingent or otherwise, of such Pa-son
gueranteei ng or having the economic Effect of gueranteei ng any Debt of any other Pa-son (the "primary
obligor") in any manner, whether directly or indjrectly, and induding any obligation of such Pa-son, direct
or indirect, (i) to purchase or pay (or advance or supply funds for the purchase or payment of) such Debt
or to purchase (or to advance or supply funds for the purchase of) any security for payment of such Debt,
(ii ) to purchase or Iease property, securities or services for the purpose of assuring the owner of such Debt
of the payment of such Debt or (i ii) to maintain working capital , equity capital or any other financial
statement condition or liquidity of the primay obl iger so as to enable the primary obligor to pay such
Debt: provided, however, tha the term Guerantee shal I not ind ude endorsements for collection or deµosi t
in the ordinery course of business.
"Guerantor" has the meaning set forth in the introductory peragr.,ph hereto.
"Gueranty" means the gueranty of theGuerantor set forth in ArtidelX.
" Haz.adous Substances" means any toxic, caustic or otherwise hazardous substance, including
paroleum, its derivatives, by-products and other hydrocabons, or any substance having any constituent
elementsdi~laying any of the foregoing chaacteristics.
" Hybrid Se::urities" means any tmst preferred securities, or deferrable interest subordinated debt
with a maurity of a least 20 yeas issued by any of the Loa, Pcrties, or any business trusts, limited
l iability companies, limited patnerships(or similer entities) (i) all of the common equity, general patner
or simi ler interests of which ere owned (either di rectly or indirectly through one or more Wholly Owned
Subsi di eri es) at al I ti mes by the Guaantor or any of its Subsi di eri es, (ii) Iha have been formed for the
purpose of issuing hybrid preferred securities and (iii) substantial ly all the assets of which consist of (A)
subordi naed debt of the Guerantor or a Subsidiary of the Guerantor, as the case may be, and (B) payments
ma:le from ti me to ti me on the subordinated debt.
" lndemnitee" has the meaning set forth in Sa::tion8.03(b).
" Interest Pa-i od" means with respect to each Euro-Doll er Loa,, a period commencing on the dae
of borrowing ~Erified in the ~I i cable Notice of Borrowing or on the date ~€citied in the applicable
Notice of Conversion/Continuation and ending one, two, three or six months thereafter, as the Borrower
may elect in the applicable notice; provided, that:
(i)
any Interest Pa-iod which would otherwise end on a day which is not a
Business Day shall, subject to da.Jse (i ii) below, be extended to the next rucceeding Business
Day unless such Business Day falls in another calender month, in which caseruch Interest
Pa-iod shall end on the next preceding Business Day;
(ii)

any Interest Pa-iod which begins on the last Business Day of a calender month
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“Governmental Authority” means any federal, state or local government, authority, agency, central bank, quasi-governmental authority, court or other body or entity, and any arbitrator with authority to bind a party at law. “Group of Loans” means at any time a group of Loans consisting of (i) all Loans which are Base Rate Loans at such time or (ii) all Loans which are Euro-Dollar Loans of the same Type having the same Interest Period at such time; provided that if a Loan of any particular Lender is converted to or made as a Base Rate Loan pursuant to Sections 2.12 or 2.16, such Loan shall be included in the same Group or Groups of Loans from time to time as it would have been in if it had not been so converted or made. “Guarantee” of or by any Person means any obligation, contingent or otherwise, of such Person guaranteeing or having the economic effect of guaranteeing any Debt of any other Person (the “primary obligor”) in any manner, whether directly or indirectly, and including any obligation of such Person, direct or indirect, (i) to purchase or pay (or advance or supply funds for the purchase or payment of) such Debt or to purchase (or to advance or supply funds for the purchase of) any security for payment of such Debt, (ii) to purchase or lease property, securities or services for the purpose of assuring the owner of such Debt of the payment of such Debt or (iii) to maintain working capital, equity capital or any other financial statement condition or liquidity of the primary obligor so as to enable the primary obligor to pay such Debt; provided, however, that the term Guarantee shall not include endorsements for collection or deposit in the ordinary course of business. “Guarantor” has the meaning set forth in the introductory paragraph hereto. “Guaranty” means the guaranty of the Guarantor set forth in Article IX. “Hazardous Substances” means any toxic, caustic or otherwise hazardous substance, including petroleum, its derivatives, by-products
and other hydrocarbons, or any substance having any constituent elements displaying any of the foregoing characteristics. “Hybrid Securities” means any trust preferred securities, or deferrable interest subordinated debt with a maturity of at least 20 years issued by any of the Loan Parties, or any business trusts, limited liability companies, limited partnerships (or similar entities) (i) all of the common equity, general partner or similar interests of which are owned (either directly or indirectly through one or more Wholly Owned Subsidiaries) at all times by the Guarantor or any of its Subsidiaries, (ii) that have been formed for the purpose of issuing hybrid preferred securities and (iii) substantially all the assets of which consist of (A) subordinated debt of the Guarantor or a Subsidiary of the Guarantor, as the case may be, and (B) payments made from time to time on the subordinated debt. “Indemnitee” has the meaning set forth in Section 8.03(b). “Interest Period” means with respect to each Euro-Dollar Loan, a period commencing on the date of borrowing specified in the applicable Notice of Borrowing or on the date specified in the applicable Notice of Conversion/Continuation and ending one, two, three or six months thereafter, as the Borrower may elect in the applicable notice; provided, that: (i) any Interest Period which would otherwise end on a day which is not a Business Day shall, subject to clause (iii) below, be extended to the next succeeding Business Day unless such Business Day falls in another calendar month, in which case such Interest Period shall end on the next preceding Business Day; (ii) any Interest Period which begins on the last Business Day of a calendar month 6

(or on a day for which there is no numeri ca Iy corre:pondi ng day in the ca ender month a the
end of ruch Interest Period} shall, rubject to dause (i ii) b€1ow, end on the last Business Day of a
caenda- month; and
(iii)

no Interest Period shal end ater the Termination Date.

" Interest Rae A"otection Agreements" means any agreement providing for an interest rate swcp,

ccp or col Ier, or any other financial agreement designed to protect aga nst fluctuations in interest raes.
" Internal Revenue Code" means the Internal Revenue Code of 1986, as a-nended, or any
ruccess:>r statute.
" Lender" means each bank or other lending institution listed in Appendix A as having a
Commitment, each Eligible Assignee that be:comes a Lender purruant to Section 8.06(c) and their
re:pecti ve ruccesoors.
" LIBOR Success:>r Rae" shall have the meaning specified in Section 2.12.
" LI BOR Success:>r Rae Conforming Changes" shall have the meaning specified in Section 2.12.
" Lien" means, with respect to any asset, any mortgage, lien, pledge, cha-ge, security interest or
encumbrance intended to confer or having the €!feet of conferring upon a creditor a preferential interest.
" Loan" means a Base Rae Loan or a Euro-Doi Ier Loan, and "Loans" means any combination of
the foregoing.
" Loan Documents'' means this Agreement and the Notes.
" Loan Pa-ties'' means the Borrower and the Gua-antor.
" London Interbank Offered Rate" means for any Euro-Dol ler Loan for any Interest Period, the
rae which cppea-s on the Bloomberg Page BBAM 1 (or on ruch other rubstitute Bloomberg page that
displays rates a which US doll er deposits ere offered by leooing banks in the London interbank deposit
ma-ket}, or the rae which is quoted by another oource selected by the Administrative Agent which has
been cpproved by the British Bankers' Association as an authorized informaion vendor for the purpose
of displaying raes a which US dolla- deposits ere offered by leooing banks in the London interbank
deposit ma-ket (for purposes of this ddinition, an "Alternate Source"), at approximately 11 :00 a.m.,
London time, two (2) Business Days prior to the commencement of ruch Interest Period as the London
interbank offered rate for Dolla-s for an amount compa-able to ruch Euro-Doller Loan and having a
borrowing dcte and a maturity compa-able to ruch Interest Period (or if there shall at any time, for any
reaoon, no longer exist a Bloomberg Page BBAM 1 (or any rubstitute page) or any Alternate Source, a
compa-abl e rep Ia:ement rate determined by the Administrative Agent at such ti me (which determi nation
shal l becondusiveabsent manifest error)).
" Ma-gin Stock" means "margin stock" as such term is defined in Regulation U.
"Mcierial Adverse Effect" means (i) any material adverse effect upon the business, assets,
financial condition or operai ons of the Gua-antor or the Gua-antor and its Subsi di a-i es, taken as a whole;
(ii) a material adverse effect on the ability of the Loan Patiestaken asawholeto perform their obl igations
under this Agreement, the Notes or the other Loan Documents or (iii) a material adverse effect on the
validity or enforceabil ity of this Agreement, the Notes or any of the other Loan Documents.
"Maerial Debt" means Debt (other than the Notes) of any Loan Paty in a principal or face
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(or on a day for which there is no numerically corresponding day in the calendar month at the end of such Interest Period) shall, subject to clause (iii) below, end on the last Business Day of a calendar month; and (iii) no Interest Period shall end after the Termination Date. “Interest Rate Protection Agreements” means any agreement providing for an interest rate swap, cap or collar, or any other financial agreement designed to protect against fluctuations in interest rates. “Internal Revenue Code” means the Internal Revenue Code of 1986, as amended, or any successor statute. “Lender” means each bank or other lending institution listed in Appendix A as having a Commitment, each Eligible Assignee that becomes a Lender pursuant to Section 8.06(c) and their respective successors. “LIBOR Successor Rate” shall have the meaning specified in Section 2.12. “LIBOR Successor Rate Conforming Changes” shall have the meaning specified in Section 2.12. “Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security interest or encumbrance intended to confer or having the effect of conferring upon a creditor a preferential interest. “Loan” means a Base Rate Loan or a Euro-Dollar Loan, and “Loans” means any combination of the foregoing. “Loan Documents” means this Agreement and the Notes. “Loan Parties” means the Borrower and the Guarantor. “London Interbank Offered Rate” means for any Euro-Dollar Loan for any Interest Period, the rate which appears on the Bloomberg Page BBAM1 (or on such other substitute Bloomberg page that displays rates at which US dollar deposits are offered by leading banks in the London interbank deposit market), or the rate which is quoted by another source selected by the Administrative Agent which has been approved by the British Bankers’ Association as an authorized information vendor for the purpose of displaying rates at which US dollar deposits are offered by leading banks in the
London interbank deposit market (for purposes of this definition, an “Alternate Source”), at approximately 11:00 a.m., London time, two (2) Business Days prior to the commencement of such Interest Period as the London interbank offered rate for Dollars for an amount comparable to such Euro-Dollar Loan and having a borrowing date and a maturity comparable to such Interest Period (or if there shall at any time, for any reason, no longer exist a Bloomberg Page BBAM1 (or any substitute page) or any Alternate Source, a comparable replacement rate determined by the Administrative Agent at such time (which determination shall be conclusive absent manifest error)). “Margin Stock” means “margin stock” as such term is defined in Regulation U. “Material Adverse Effect” means (i) any material adverse effect upon the business, assets, financial condition or operations of the Guarantor or the Guarantor and its Subsidiaries, taken as a whole; (ii) a material adverse effect on the ability of the Loan Parties taken as a whole to perform their obligations under this Agreement, the Notes or the other Loan Documents or (iii) a material adverse effect on the validity or enforceability of this Agreement, the Notes or any of the other Loan Documents. “Material Debt” means Debt (other than the Notes) of any Loan Party in a principal or face 7

anount exceeding $50,000,000.
"Mcta-ial Plan" means at any time a Plan or Plans having ~gregate Unfundoo Liooilities in
excess of $50,000,000. For the avoidance of doubt, where any two or more Plans, which individually do
not have Unfundoo Liooilities in excess of $50,000,000, but collectively have ~gregate Unfundoo
Liooil itiesin excess of $50,000,000, all raerencesto Material Plan shall bedeemoo to cpply tosuchPlans
as a group.
"Mcierial &Jbsidiay" means each &Jbsidia-y of the Gua-antor listoo on Sche:lule 5.14 and e:ch
other &Jbsidia-y of the Gua-antor designaoo by the Gua-antor as a "Material Subsidiary" in writing to
theAdministrativeAgent, in either case, for ro long as such Material &Jbsidia-y siall bea Whol ly Ownoo
&Jbsi di a-y of the Gua-antor.
" Moody's" means Moody's Investors Service, Inc., a Delaware corporation, and its succesrors
or, oosent any such succesror, such nctionally rerognizoo statistical rcting organiza:ion as the Borrower
and theAdministrativeAgent may select.
" Multierrployer Plan" means at any time an employee pension benefit plan within the meaiing
of Se::tion 4001(a)(3) of ERi&\ to which any memba- of the ERi&\ Group is then mal<ing or acauing
an obligation to mal<e contributions or has within the precooing five plan yea-s made contributions.
" Netv Lenda-" means with respect to any event described in Se::tion 2.06(b), an EligibleAssignee
which becomes a L ender hereunder as a result of such event, and "New Lenders" means any two or more
of such Netv Lenda-s.
" Non-Consenting Lender" has the meaning set forth in Se::tion 8.05.
" Non-Recourse Debt" means Debt that is nonrecourse to any Loan Party or any asset of any Loan
Paiy.
" Non-U.S. Lenda-" has the meaning set forth in Se::tion 2.15(e).
" Note" means a promissory note, substantially in the fonn of Exhibit B ha-eto, issua:l at the
r~uest of a L enda- evidencing the obi i gati on of the Borrowa- to repay outstanding Loans.
" Notice of Borrowi nq" has the meaning set forth in Se::tion 2.02.
" Notice of Conva-sion/Continuation" has the meaning set forth in Se::tion 2.05(d)(ii).
" Obligctions" means:
(i)
all principal of and inta-est (including, without limitation, any inta-est which
accrues afta- the commencement of any case, proceeding or otha- action relating to the
bankruptcy, i nrolvency or reorganization of the Borrowa-, whetha- or not al lowoo or al lowoole
asa dam in any such proceeding) on any Loan, feespayooleor Reimbursement Obligation
under, or any Note issuoo pursuant to, this Agreement or any other Loan Document;
(ii)
al I otha- anounts now or ha-eafta- payool e by the Borrowa- and al I othaobligations or liooi litiesnow existing or ha-eafta- arising or incurroo (including, without
Ii mi tati on, any a-nounts which acaue afta- the commencement of any case, proceeding or othaaction relating to the bankruptcy, inrolvency or reorganization of the Borrowa-, whether or not
allowoo or allowoole asa claim in any such proceeding) on the part of the Borrowa- pursuant to
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amount exceeding $50,000,000. “Material Plan” means at any time a Plan or Plans having aggregate Unfunded Liabilities in excess of $50,000,000. For the avoidance of doubt, where any two or more Plans, which individually do not have Unfunded Liabilities in excess of $50,000,000, but collectively have aggregate Unfunded Liabilities in excess of $50,000,000, all references to Material Plan shall be deemed to apply to such Plans as a group. “Material Subsidiary” means each Subsidiary of the Guarantor listed on Schedule 5.14 and each other Subsidiary of the Guarantor designated by the Guarantor as a “Material Subsidiary” in writing to the Administrative Agent, in either case, for so long as such Material Subsidiary shall be a Wholly Owned Subsidiary of the Guarantor. “Moody’s” means Moody’s Investors Service, Inc., a Delaware corporation, and its successors or, absent any such successor, such nationally recognized statistical rating organization as the Borrower and the Administrative Agent may select. “Multiemployer Plan” means at any time an employee pension benefit plan within the meaning of Section 4001(a)(3) of ERISA to which any member of the ERISA Group is then making or accruing an obligation to make contributions or has within the preceding five plan years made contributions. “New Lender” means with respect to any event described in Section 2.06(b), an Eligible Assignee which becomes a Lender hereunder as a result of such event, and “New Lenders” means any two or more of such New Lenders. “Non-Consenting Lender” has the meaning set forth in Section 8.05. “Non-Recourse Debt” means Debt that is nonrecourse to any Loan Party or any asset of any Loan Party. “Non-U.S. Lender” has the meaning set forth in Section 2.15(e). “Note” means a promissory note, substantially in the form of Exhibit B hereto, issued at the request of a Lender evidencing the obligation of the Borrower to repay outstanding Loans. “Notice of
Borrowing” has the meaning set forth in Section 2.02. “Notice of Conversion/Continuation” has the meaning set forth in Section 2.05(d)(ii). “Obligations” means: (i) all principal of and interest (including, without limitation, any interest which accrues after the commencement of any case, proceeding or other action relating to the bankruptcy, insolvency or reorganization of the Borrower, whether or not allowed or allowable as a claim in any such proceeding) on any Loan, fees payable or Reimbursement Obligation under, or any Note issued pursuant to, this Agreement or any other Loan Document; (ii) all other amounts now or hereafter payable by the Borrower and all other obligations or liabilities now existing or hereafter arising or incurred (including, without limitation, any amounts which accrue after the commencement of any case, proceeding or other action relating to the bankruptcy, insolvency or reorganization of the Borrower, whether or not allowed or allowable as a claim in any such proceeding) on the part of the Borrower pursuant to 8

this Agreement or a,y other Loa, Document;
(iii)
all expenses of theAdministrativeAgent asto which the Administrative Agent
has a right to reimbursement under Soction 8.03(a) hereof or under a,y other similar provision
of a,y other Loa, Document;
(iv)
all anounts pad by a,y lndemnitee as to which such l ndemnitee has the right
to reimbursanent under Soction 8.03 hereof or under a,y other simi lar provision of a,y other
Loa, Document; a,d
(v)
in the Cea:! of eoch of dauses(i) through (iv) above, togaher with all renwals,
modifi cations, conool i dati ons or extensions thereof.
" OFAC" means the U.S. Department of the Treasruy's Office of Foreign Assets Control.
" Other Connection Taxes'' means, with respect to any Lender, Taxes impose'.:! as a result of a
present or former connection baween such Lender and the juris:liction imposing such Tax (other tha,
connections arising oolely from such Lender having exocutoo, del iveroo, become a party to, performoo its
obligations under, re::eivoo payments under, re::eivoo or perfectoo a security interest under, engagoo in
a,y other tra,sa::tion pursua,t to or enforcoo a,y Loa, Document, or oold or assigned a, interest in a,y
Loa, or Loa, Document).
"Other Taxes" has the meaning set forth in Soction 2.15(b).
" Paticipa,t" has the meaning set forth in Soction 8.06(b).
" Paticipa,t Rooister" has the meaning set forth in Soction 8.06(b).
"PBGC" means the Pension Benefit Guaranty Corporation or any entity succeeding to any or
all of its functions under ERISA..
" Pamittoo Business" with respect to any Perron mea,s a business that is the sane or similar to
thebusin€SSof theGuara,tor or a,y Subsidiary of theGuara,tor asof the Effective Dae, or a,y business
reeronably relatoo therao.
" Perron" means an individual, a corporation, a partnership, an asoociation, a limitoo liabil ity
compa,y, a trust or an unincorpora:oo asoociation or any other entity or orga,ization, induding a
government or political subdivision or a, agency or instrumentality thereof.
"Pia," means at any time an employee pension benefit plan (induding a Multiernployer Plan}
which is coveroo by Ti tie IV of ERi SA. or subject to the mini mum funding sta,dards under Socti on 412
of the Internal Revenue Code a,d either (i) is manta noo, or contri butoo to, by any member of the ERi SA.
Group for employees of a,y member of the ERi SA. Group or (ii) has at any time within the preceding five
yeas been mantaned, or contributoo to, by a,y Perron which was a: such time a member of the ERISA.
Group for employees of any Perron which was at such ti me a member of the ERi SA. Group.

" Prime Rate" means the interest rate per annum announcoo from time to time by the
Administrative Agent at the main ba,king office of theAdministrativeAgent in Nw York, Nw York as
its then prime rate, which rate may not be the I(Nvest or most favorable ra:e then being charged cornmerci al
borr(Nvers or others by the Administra:ive Agent. A ny change in the Prime Rate shall tal<e effect at the
opening of business on the day such cha,ge is announcoo.
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this Agreement or any other Loan Document; (iii) all expenses of the Administrative Agent as to which the Administrative Agent has a right to reimbursement under Section 8.03(a) hereof or under any other similar provision of any other Loan Document; (iv) all amounts paid by any Indemnitee as to which such Indemnitee has the right to reimbursement under Section 8.03 hereof or under any other similar provision of any other Loan Document; and (v) in the case of each of clauses (i) through (iv) above, together with all renewals, modifications, consolidations or extensions thereof. “OFAC” means the U.S. Department of the Treasury’s Office of Foreign Assets Control. “Other Connection Taxes” means, with respect to any Lender, Taxes imposed as a result of a present or former connection between such Lender and the jurisdiction imposing such Tax (other than connections arising solely from such Lender having executed, delivered, become a party to, performed its obligations under, received payments under, received or perfected a security interest under, engaged in any other transaction pursuant to or enforced any Loan Document, or sold or assigned an interest in any Loan or Loan Document). “Other Taxes” has the meaning set forth in Section 2.15(b). “Participant” has the meaning set forth in Section 8.06(b). “Participant Register” has the meaning set forth in Section 8.06(b). “PBGC” means the Pension Benefit Guaranty Corporation or any entity succeeding to any or all of its functions under ERISA. “Permitted Business” with respect to any Person means a business that is the same or similar to the business of the Guarantor or any Subsidiary of the Guarantor as of the Effective Date, or any business reasonably related thereto. “Person” means an individual, a corporation, a partnership, an association, a limited liability company, a trust or an unincorporated association or any other entity or organization, including a government or political subdivision o
an agency or instrumentality thereof. “Plan” means at any time an employee pension benefit plan (including a Multiemployer Plan) which is covered by Title IV of ERISA or subject to the minimum funding standards under Section 412 of the Internal Revenue Code and either (i) is maintained, or contributed to, by any member of the ERISA Group for employees of any member of the ERISA Group or (ii) has at any time within the preceding five years been maintained, or contributed to, by any Person which was at such time a member of the ERISA Group for employees of any Person which was at such time a member of the ERISA Group. “Prime Rate” means the interest rate per annum announced from time to time by the Administrative Agent at the main banking office of the Administrative Agent in New York, New York as its then prime rate, which rate may not be the lowest or most favorable rate then being charged commercial borrowers or others by the Administrative Agent. Any change in the Prime Rate shall take effect at the opening of business on the day such change is announced. 9

" Publ ic Reporting Compaw" means a company subject to the periodic reporting requirements of
the Sa::urities and Exchange Act of 1934.
"Quaierly Date" means the last Business Dey of each of Ma-ch, JJne, ~tember aid De::ember.
" Rating Agency" meansS& Por Moody's, and " Rating Agencies" means both of them.
" Register" has the meani ng set forth in Section 8.06(e).
" Regulation U" means Regulation U of the Boa-d of Governors of the Federa Reserve System.
as a-nended, or any successor regulation.
" Regulation X" means Regulation X of the Boa-d of Governors of the Federa Reserve System,
as a-nended, or any successor regulation.
"Related Paiies" means, with respect to any Person, such PerSon'sAffil iatesand thepainers,
directors, officers, employees, trustees, oclministrators, mc11cgers, ~ents. rt:presentativesand oclvisorsof
such Person aid of such Pers:m'sAffiliaes.
"Replacement Date" has the meaning set forth in Section 2.06(b).
" Replacement Lender" has the meaning set forth in Sa::tion 2.06(b).
" Roouired Lenders" means at any time Lenders having greater than 50% of the ~gregate cVTIOunt
of the Commitments of al Lenders or, if the Commitments shal have been termi nated, having greater
than 50% of the ~regae amount of the sum of the ~gregate pri nd pa crnount of the outstaidi ng Loans
of the Lenders at such ti me.
" Retiring Lender" means a Lender that ceases to be a Lender hereunder pursuant to the operation
of Section 2.06(b).
" S&P' means Standard & Poor's Ratings Group, a division of McGraw Hill, Inc., a Ne.v York
corporation, and its successors or. absent any such successor. such nationaly recognized staistica rating
organization as the Borrower and the Administrative Agent ma,, select.
"&rlctioned Country" means a country or territory that is, or whose government is, the subject of
comprEtlensive territoria &rlctions (currently, Cuba, I ran, North Koroo, Sudan, and Syria).
" &rlctioned Person" means a Person that is. or is owned or controlled by Persons that a-e, (i) the
subject of any Sanctions. or (ii) located, organized or resident in a &rlctioned Country.
"&rlctions" means sanctions administered or enforced by OFAC, the U.S. State Dt:paiment, the
Europea, Union. any Europea, Union member stae, Her M~esty's Treasury of the United Kingdom or
any other cWI i cable sanctions authority.
" Scheduled Unavalability Date" shall have the meaning specified in Section 2.12.
" SEC" means the Securities and Exchange Commission.
"Subsidia-y" of a Person means any Corporation, a m~ority of the outstanding Voting Stock of
which is owned, directly or indirectly, by such Person or one or moreSubsidia-iesof such Person. Unless
otherwise!'pecified, al references herein to a "Subsidiary" or to "Subsidiaiies" shall refer to a Subsidiary
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“Public Reporting Company” means a company subject to the periodic reporting requirements of the Securities and Exchange Act of 1934. “Quarterly Date” means the last Business Day of each of March, June, September and December. “Rating Agency” means S&P or Moody’s, and “Rating Agencies” means both of them. “Register” has the meaning set forth in Section 8.06(e). “Regulation U” means Regulation U of the Board of Governors of the Federal Reserve System, as amended, or any successor regulation. “Regulation X” means Regulation X of the Board of Governors of the Federal Reserve System, as amended, or any successor regulation. “Related Parties” means, with respect to any Person, such Person’s Affiliates and the partners, directors, officers, employees, trustees, administrators, managers, agents, representatives and advisors of such Person and of such Person’s Affiliates. “Replacement Date” has the meaning set forth in Section 2.06(b). “Replacement Lender” has the meaning set forth in Section 2.06(b). “Required Lenders” means at any time Lenders having greater than 50% of the aggregate amount of the Commitments of all Lenders or, if the Commitments shall have been terminated, having greater than 50% of the aggregate amount of the sum of the aggregate principal amount of the outstanding Loans of the Lenders at such time. “Retiring Lender” means a Lender that ceases to be a Lender hereunder pursuant to the operation of Section 2.06(b). “S&P” means Standard & Poor’s Ratings Group, a division of McGraw Hill, Inc., a New York corporation, and its successors or, absent any such successor, such nationally recognized statistical rating organization as the Borrower and the Administrative Agent may select. “Sanctioned Country” means a country or territory that is, or whose government is, the subject of comprehensive territorial Sanctions (currently, Cuba, Iran, North Korea, Sudan, and Syria). “Sanctioned Person” means a
Person that is, or is owned or controlled by Persons that are, (i) the subject of any Sanctions, or (ii) located, organized or resident in a Sanctioned Country. “Sanctions” means sanctions administered or enforced by OFAC, the U.S. State Department, the European Union, any European Union member state, Her Majesty's Treasury of the United Kingdom or any other applicable sanctions authority. “Scheduled Unavailability Date” shall have the meaning specified in Section 2.12. “SEC” means the Securities and Exchange Commission. “Subsidiary” of a Person means any Corporation, a majority of the outstanding Voting Stock of which is owned, directly or indirectly, by such Person or one or more Subsidiaries of such Person. Unless otherwise specified, all references herein to a “Subsidiary” or to “Subsidiaries” shall refer to a Subsidiary 10

or Subsi di a-i es of the Borrower.
"Synthetic Lease" means any synthetic lease, tax retention operating lease, off-bala,cesheet loa,
or simila- off-bala,ce sheet fina,cing product where such tra,saction is considere:J borrowe:J money
indebte:Jnessfor tax purposes but isdassifie:J as a, operating lease in accorda,cewith GAAP.
"Taxes'' has the meanjng set forth in Soction 2.15(a).
"Termirntion Date" means Ma-ch 26, 2021.

"IYQ§'', when used in respect of any Loa, or Borrowing, shall rder to the rate by reference to
which interest on such Loa, or on theLoa,scomprising such Borrowing is determine:J.
" Unfunde:J Liabilities'' means, with respect to any Pia, at a,y time, the cmount (if a,y) by which
(i) the value of all bendit liabilities under such Pia,, determine:J on a pla, terminaion basis using the
assumptions pres::ri bro by the PBGC for purposes of Socti on 4044 of ERi SA., excee:ls (ii) the far ma-ket
value of all Pia, assets allocable to such liabilities under Title IV of ERISA. (exduding a,y accrue:J but
unpad contributions), all determine:J as of the then most rocent valuaion date for such Pia,, but only to
the extent that such exces.5 represents a potential liabil ity of a member of the ERISA. Group to the PBGC
or a,y other Perron under Title IV of ERISA..
" Unite:J States'' means the Unite:J States of America, induding the States a,d the District of
Columbia, but exduding its territories a,d possessions.
"Voting Stock" means stock (or other interests) of a Corporation having ordinary voting power
for the election of directors, ma,agersor trustees thereof, whether a all times or only ro long as no senior
dassof stock has such voting power by reason of a,y contingency.
"Wholly ONne:J Subsidiay" means, with respect to any Perron a a,y date, a,y Subsidiary of
such Perron all of the Voting Stock of which (except directors' qualifying shares) is at the time directly
or indirectly owne:J by such Perron.
Soction 1.02 Divisions. For all purposes under the Loa, Documents, pursua,t to a,y statutory
division or pla, of division under Delwa-elw, induding a statutory division pursua,t to Soction 18-217
or the Delaware Limited Liability Company Act (or any comparable event under a di fferent state's lws):
(a) if a,y asset, right, obligation or l iability of a,y Perron ba::omestheasset, right, obligation or liabil ity
of one or more different Perrons, then such asset, right, obligation or liabil ity shall be deeme:J to have
been tra,sferre:J from the original Perron to the subsequent Perron(s) on the date such division ba::omes
effective, a,d (b) if a,y ne1v Perron comes into existence, such new Perron shall bedeeme:J to have been
orga,ize:J on the first date of its existence by the holders of its a:iuity interests on the dcte such division
ba::omes effective.
ARTICLE II
AMOUNTSANDTERMSOFTHE L OANS
Soction 2.01 Commitments to Lend. Each Lender severally agrees, onthetermsa,d conditions

set forth in this Agreement, to mal<e Loa,s to the Borrower pursua,t to this Soction 2.01 on the Effective
Date in a, amount not to excee:I its Commitment; provide:J, thct, imme:Jiately after giving effect to each
such Loa,, the aggregate principal amount of all outsta,ding Loa,s (ater giving effect to a,y cmount
ra:iueste:J) shall not excee:I the aggregate Commitments. Each Borrowing shall be in a, aggregate
principal cmount of $5,000,000 or a,y lager integral multiple of $1,000,000 (except tha a,y such
Borrowing may be in the aggregate cmount of the unused Commitments) a,d shall be made from the
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or Subsidiaries of the Borrower. “Synthetic Lease” means any synthetic lease, tax retention operating lease, off-balance sheet loan or similar off-balance sheet financing product where such transaction is considered borrowed money indebtedness for tax purposes but is classified as an operating lease in accordance with GAAP. “Taxes” has the meaning set forth in Section 2.15(a). “Termination Date” means March 26, 2021. “Type”, when used in respect of any Loan or Borrowing, shall refer to the rate by reference to which interest on such Loan or on the Loans comprising such Borrowing is determined. “Unfunded Liabilities” means, with respect to any Plan at any time, the amount (if any) by which (i) the value of all benefit liabilities under such Plan, determined on a plan termination basis using the assumptions prescribed by the PBGC for purposes of Section 4044 of ERISA, exceeds (ii) the fair market value of all Plan assets allocable to such liabilities under Title IV of ERISA (excluding any accrued but unpaid contributions), all determined as of the then most recent valuation date for such Plan, but only to the extent that such excess represents a potential liability of a member of the ERISA Group to the PBGC or any other Person under Title IV of ERISA. “United States” means the United States of America, including the States and the District of Columbia, but excluding its territories and possessions. “Voting Stock” means stock (or other interests) of a Corporation having ordinary voting power for the election of directors, managers or trustees thereof, whether at all times or only so long as no senior class of stock has such voting power by reason of any contingency. “Wholly Owned Subsidiary” means, with respect to any Person at any date, any Subsidiary of such Person all of the Voting Stock of which (except directors’ qualifying shares) is at the time directly or indirectly owned by such Person. Section 1.02 Divisions. For all purposes under the Loan
Documents, pursuant to any statutory division or plan of division under Delaware law, including a statutory division pursuant to Section 18-217 of the Delaware Limited Liability Company Act (or any comparable event under a different state’s laws): (a) if any asset, right, obligation or liability of any Person becomes the asset, right, obligation or liability of one or more different Persons, then such asset, right, obligation or liability shall be deemed to have been transferred from the original Person to the subsequent Person(s) on the date such division becomes effective, and (b) if any new Person comes into existence, such new Person shall be deemed to have been organized on the first date of its existence by the holders of its equity interests on the date such division becomes effective. ARTICLE II AMOUNTS AND TERMS OF THE LOANS Section 2.01 Commitments to Lend. Each Lender severally agrees, on the terms and conditions set forth in this Agreement, to make Loans to the Borrower pursuant to this Section 2.01 on the Effective Date in an amount not to exceed its Commitment; provided, that, immediately after giving effect to each such Loan, the aggregate principal amount of all outstanding Loans (after giving effect to any amount requested) shall not exceed the aggregate Commitments. Each Borrowing shall be in an aggregate principal amount of $5,000,000 or any larger integral multiple of $1,000,000 (except that any such Borrowing may be in the aggregate amount of the unused Commitments) and shall be made from the 11

se1eral Leriders ratal::>ly in prq::>ortion to their re:pective Commitments. The Borrower 111af mal<e only
one Borrowing hereunder end immediately following themal<ing of the initial Loa, on the Effective Date,
the Commitments shall terminate. Any anounts borrowed under this Soction 2.01 and subsequently
rEpcid or prEpcid may not be rel:>orrowed.
Soction 2.02 Notice of Borrowing. The Borrower shall give the Administraive Agent notice
which notice may be in writing or by telEphone immediately confirmed in writing substaitially in the
form of Exhibit A-1 hereto (a " Notice of Borrowing", it being understood that the Administrative Agent
may rely on the ruthori ty of a,y i ndivi dual mal<i ng a,y such a tel Ephoni c request wi thou! the necessity
of receipt of such written confirmaion) not Icier thai (a) 11:30 A.M. (Nw York time) on the dae of
ea::h Base Rae Borrowing aid (b) 12:00 Noon (Nw York, Nw York ti me) on the third Business Day
beforeea::h Euro-Dolla Borrowing, specifying:
(i)

thedaeof such Borrowing, which shall bea Business Day;

(ii)

theaggregatecrnount of such Borrowing;

(iii)

the initial Type of the Loaiscomprising such Borrowing; aid

(iv)
in the case of a Euro-Dol l a Borrowing, the duration of the initial Interest
Period ~plical::>lethereto, subject to the provisions of the definition of Interest Period.
Soction 2.03 Notice to Lenders: Funding of Loais.
(a)
Notice to Lenders. Upon receipt of a Notice of Borrowing, theAdministraiveAgent
shall promptly notify each Lender of such Lender's ratable share of the Borrowing referred to in the
Notice of Borrowing, aid ruch Notice of Borrowing shall not thereafter be revocal::>le by the Borrower.
(b)
Funding of Loans. Not later thai (a) 1:00 P.M. (Nw York, Nw York time) on the
Effective Date in re:pect of a,y Base Rae Borrowing to bemooeon the Effective Daea,d (b) 12:00
Noon (NeN York, Nw York time) on the Effective Date in re:pect of a,y Euro- Doll a Borrowing to
be mooeon the Effective Date, ea::h Lender shall mal<e avci lal::>le its ratal::>le shae of such Borrowing, in
Federal or other funds immediately avcilal::>le in Nw York, Nw York to theAdministrativeAgent at its
oodress referred to in SEdion 8.01. Unless the Administrative Agent determines that a,y ~I ical::>le
condition spocified in Artide Ill has not been satisfied, theAdministrativeAgent shall ~ply a,y funds
so received in respect of a Borrowing available to the Borrower at the Administrative Agent's address
not Icier thai (a) 3:00 P.M. (New York, New York ti me) on the date of ea::h Base Rate Borrowing a,d
(b) 2:00 P.M. (Nw York, Nw York time) on the dcie of ea::h Euro-Doll a Borrowing.
(c)
Funding By theAdministra'.iveAgent in Anticipation of Amounts Due from the
Lenders. Unless the AdministrativeAgent shall have received notice from a Lender prior to the date of
aiy Borrowing (exCEpt in the case of a Base Rate Borrowing, in which case prior to the time of such
Borrowing) that such Lender will not make available to the Administrative Agent such Lender's share
of such Borrowing, the Admi ni straive Agent 111af assume that such Lender has mooe such shae
avcilal::>leto theAdministraiveAgent on the date of such Borrowing in axorda,cewith subsection (b)
of this Soction, a,d the Administrative Agent may, in relia,ce upon such assumption, mal<e avalal::>leto
the Borrower on such date a corre:ponding anount. If end to the extent Iha such Lender shall not have
so mooesuch shaeavalal::>leto theAdministrativeAgent, such Lender aid the Borrower se1eral ly
agree to rEpay totheAdministraiveAgent forthwith on dernaid such corre:ponding anount, together
with interest theroon for ea::h day from the date such anount is mooe avcilal::>leto the Borrower until the
date such anount is rEpaid to theAdministrativeAgent at (i) a raeper ainum equal to the higher of the
Federal Funds Rae aid the interest rate ~Ii cal::>I e thereto pursuait to Socti on 2.05, in the case of the
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several Lenders ratably in proportion to their respective Commitments. The Borrower may make only one Borrowing hereunder and immediately following the making of the initial Loan on the Effective Date, the Commitments shall terminate. Any amounts borrowed under this Section 2.01 and subsequently repaid or prepaid may not be reborrowed. Section 2.02 Notice of Borrowing. The Borrower shall give the Administrative Agent notice which notice may be in writing or by telephone immediately confirmed in writing substantially in the form of Exhibit A-1 hereto (a “Notice of Borrowing”, it being understood that the Administrative Agent may rely on the authority of any individual making any such a telephonic request without the necessity of receipt of such written confirmation) not later than (a) 11:30 A.M. (New York time) on the date of each Base Rate Borrowing and (b) 12:00 Noon (New York, New York time) on the third Business Day before each Euro-Dollar Borrowing, specifying: (i) the date of such Borrowing, which shall be a Business Day; (ii) the aggregate amount of such Borrowing; (iii) the initial Type of the Loans comprising such Borrowing; and (iv) in the case of a Euro-Dollar Borrowing, the duration of the initial Interest Period applicable thereto, subject to the provisions of the definition of Interest Period. Section 2.03 Notice to Lenders; Funding of Loans. (a) Notice to Lenders. Upon receipt of a Notice of Borrowing, the Administrative Agent shall promptly notify each Lender of such Lender’s ratable share of the Borrowing referred to in the Notice of Borrowing, and such Notice of Borrowing shall not thereafter be revocable by the Borrower. (b) Funding of Loans. Not later than (a) 1:00 P.M. (New York, New York time) on the Effective Date in respect of any Base Rate Borrowing to be made on the Effective Date and (b) 12:00 Noon (New York, New York time) on the Effective Date in respect of any Euro- Dollar Borrowing to be
made on the Effective Date, each Lender shall make available its ratable share of such Borrowing, in Federal or other funds immediately available in New York, New York to the Administrative Agent at its address referred to in Section 8.01. Unless the Administrative Agent determines that any applicable condition specified in Article III has not been satisfied, the Administrative Agent shall apply any funds so received in respect of a Borrowing available to the Borrower at the Administrative Agent’s address not later than (a) 3:00 P.M. (New York, New York time) on the date of each Base Rate Borrowing and (b) 2:00 P.M. (New York, New York time) on the date of each Euro-Dollar Borrowing. (c) Funding By the Administrative Agent in Anticipation of Amounts Due from the Lenders. Unless the Administrative Agent shall have received notice from a Lender prior to the date of any Borrowing (except in the case of a Base Rate Borrowing, in which case prior to the time of such Borrowing) that such Lender will not make available to the Administrative Agent such Lender’s share of such Borrowing, the Administrative Agent may assume that such Lender has made such share available to the Administrative Agent on the date of such Borrowing in accordance with subsection (b) of this Section, and the Administrative Agent may, in reliance upon such assumption, make available to the Borrower on such date a corresponding amount. If and to the extent that such Lender shall not have so made such share available to the Administrative Agent, such Lender and the Borrower severally agree to repay to the Administrative Agent forthwith on demand such corresponding amount, together with interest thereon for each day from the date such amount is made available to the Borrower until the date such amount is repaid to the Administrative Agent at (i) a rate per annum equal to the higher of the Federal Funds Rate and the interest rate applicable thereto pursuant to
Section 2.05, in the case of the 12

Borrower, end (ii) the Federa Funds Rae, in the case of such Laider. Any paymait by the Borrower
hereunder sha I be without prejudice to eny claim the Borrower may have ~ai nst a L aider that sha I
have failed to ma<e its share of a Borrowing availooleto the Administrative Agent. If such Lender shal
repay to theAdministrativeAgent such corre:ponding anount, such anount ro repaid shal constitute
such Lender's Loan included in such Borrowing for purposes of thisAgreemait.
(d)
Obi i gai ons of L aiders SeJera . The f ai Iure of eny L aider to ma<e a Loan required to
be made by it as part of any Borrowing hereunder shal not relieve any other Laider of itsobligaion, if
eny, hereunder to ma<eany Loan on the date of such BorrONing, but no Laider shal be re:ponsiblefor
the failure of any other Lender to ma<ethe Loan to be made by such other Laider on such daeof
Borrowing.
Soction2.04

NotelessAqreemait: Evidaiceof Indebtedness.

(a)
Ecdl Lender shal maintain in accordance with its usua practice en account or accounts
evidaicing the indebtedness of the Borrower to such Laide- resulting from eoch Loan made by such Laider
from ti me to ti me, including the anounts of pri nci pa and interest payool e end paid to such Lender from ti me
to ti me hereunde-.
(b)
TheAdministraiveAgait sha l aro maintain accounts in which it will record (i) the
anount of eoch Loan made hereunder, the Type thereof and the Interest Period with re:pect
the-eto, (ii) theanount of eny principa or inta-est due and payooleor to become due and payoolefrom
the Borrower to ea::h Lenda- ha-eunda- end (iii) theanount of any sum rocaved by theAdministraive
Agent ha-eunda- from the Borrowa- and eoch Lender's share thereof.
The entries maintained in the accounts maintained pursuent to subSEdi ons (a) and (b)
(c)
ooove sha I be pri ma f aci e evidence of the existence and amounts of the Obi i gati ons tha-ei n recorded;_
provided, however, tha the failure of theAdministraiveAgent or any Lenda- to maintain such accounts
or any error therein shal not in any menne- a'fect the obligation of the Borrc:mer to repay the
Obi i gati ons in accordence with their terms.
(d)
Any Lender may request that its Loans be evidenced by a Note. In such event, the
Borrower shal prepare, exocute and deliver to such Lenda- a Notepayooleto theorda- of such Lenda-.
Therea'ter, the Loans evidenced by such Note and i nte-est thereon sha I a a I ti mes (including a'ter any
assignment pursuent to Soction 8.06(c)) be represented by one or more Notes payoole to the order of the
payee named therein or eny assignee pursuant to Soction 8.06(c). except to the extent that eny Lender or
assignee subsequent! y returns eny such Note for cancel Iati on and requests that such Loans once ~ai n
be evidenced as deocri bed in subSEdi ons (a) and (b) above.
Soction 2.05

Interest Raes.

(a)
Interest Rae Options. The Loans sha I , a the option of the Borrower and except as
otherwise provided herein, be incurred and maintained as, or conve-ted into, one or more Base Rate
Loans or Euro-Dollar Loans.
(b)
Base Rae Loans. Each Loen which is made as, or conve-ted into, a Base Rae Loan
sha I beer interest on the outstendi ng pri nci pa amount thereof, for ea::h day from the dae such Loan is
made as, or conve-ted into, a Base Rae Loan until it becomes due or isconve-ted into a Loan of eny
other Type, a a rate per annum equa to the sum of the Base Rae for such day plus theApplicoole
Percent~efor Base Rate Loans for such day. SUch interest shal , in ea::h case, bepayoolequarterly in
arreers on ea::h Quarta-ly Date and, with re:pect to the pri ncipa amount of any Base Rae Loan
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Borrower, and (ii) the Federal Funds Rate, in the case of such Lender. Any payment by the Borrower hereunder shall be without prejudice to any claim the Borrower may have against a Lender that shall have failed to make its share of a Borrowing available to the Administrative Agent. If such Lender shall repay to the Administrative Agent such corresponding amount, such amount so repaid shall constitute such Lender’s Loan included in such Borrowing for purposes of this Agreement. (d) Obligations of Lenders Several. The failure of any Lender to make a Loan required to be made by it as part of any Borrowing hereunder shall not relieve any other Lender of its obligation, if any, hereunder to make any Loan on the date of such Borrowing, but no Lender shall be responsible for the failure of any other Lender to make the Loan to be made by such other Lender on such date of Borrowing. Section 2.04 Noteless Agreement; Evidence of Indebtedness. (a) Each Lender shall maintain in accordance with its usual practice an account or accounts evidencing the indebtedness of the Borrower to such Lender resulting from each Loan made by such Lender from time to time, including the amounts of principal and interest payable and paid to such Lender from time to time hereunder. (b) The Administrative Agent shall also maintain accounts in which it will record (i) the amount of each Loan made hereunder, the Type thereof and the Interest Period with respect thereto, (ii) the amount of any principal or interest due and payable or to become due and payable from the Borrower to each Lender hereunder and (iii) the amount of any sum received by the Administrative Agent hereunder from the Borrower and each Lender’s share thereof. (c) The entries maintained in the accounts maintained pursuant to subsections (a) and (b) above shall be prima facie evidence of the existence and amounts of the Obligations therein recorded; provided, however, that the failure of the
Administrative Agent or any Lender to maintain such accounts or any error therein shall not in any manner affect the obligation of the Borrower to repay the Obligations in accordance with their terms. (d) Any Lender may request that its Loans be evidenced by a Note. In such event, the Borrower shall prepare, execute and deliver to such Lender a Note payable to the order of such Lender. Thereafter, the Loans evidenced by such Note and interest thereon shall at all times (including after any assignment pursuant to Section 8.06(c)) be represented by one or more Notes payable to the order of the payee named therein or any assignee pursuant to Section 8.06(c), except to the extent that any Lender or assignee subsequently returns any such Note for cancellation and requests that such Loans once again be evidenced as described in subsections (a) and (b) above. Section 2.05 Interest Rates. (a) Interest Rate Options. The Loans shall, at the option of the Borrower and except as otherwise provided herein, be incurred and maintained as, or converted into, one or more Base Rate Loans or Euro-Dollar Loans. (b) Base Rate Loans. Each Loan which is made as, or converted into, a Base Rate Loan shall bear interest on the outstanding principal amount thereof, for each day from the date such Loan is made as, or converted into, a Base Rate Loan until it becomes due or is converted into a Loan of any other Type, at a rate per annum equal to the sum of the Base Rate for such day plus the Applicable Percentage for Base Rate Loans for such day. Such interest shall, in each case, be payable quarterly in arrears on each Quarterly Date and, with respect to the principal amount of any Base Rate Loan 13

conveied to a Euro- Doller Loan, on the date such Base Rae Loan isso conveied. Any overdue
principal of or interest beyond any period of graoe conterrplaed in SEdion 6.01(b) on any Base Rate
Loan shal l bea- interest, payable on demand, for eoch day until paid at a raeper annum equal to the
sum of 2% plus therateoth€1wise appl icable to Base Rae Loans for such day.
(c)
Euro-Doller Loans. Each Euro-Doller Loan shall beer interest on the outstanding
principal amount thereof, for eoch day during the Interest Period applicable thereto, a a rate per annum
equal to the sum of the Adjusted London Interbank Offered Raef or such Interest Period plus the
Applicable Peroontagefor Euro-Dol ler Loans for such day. Such interest shall be payable for eoch
Interest Period on the last day thereof and, if such Interest Period is longer than three months, a
intervals of three months after the first day thereof. Any overdue principal of or interest beyond any
period of graoeconternplated in Section 6.01(b) on any Euro-Doller Loan shall bea- interest, payable on
dema,d, for eoch day until paid at a rate per annum equal to the sum of 2% plus the sum of (A) the
Adjusted London I nterbank Offered Rae applicable to such Loan at the date such payment was due pl us
(B) the Applicable Peroontagefor Euro-Doller Loans for such day (or, if thecircumstancedeocribed in
Section 2.12 shall exist, a a raeper annum equal to the sum of 2% plus therateapplicableto Base Rae
Loans for such day).
(d)

Method of El ecti nq Interest Rates.

(i)
Subject to Section 2.05{a), the Loans induded in eoch Borrowing shall beainterest initially a the type of rate specified by the Borrower in the applicable Notice of
Borrowi nq. Thereafter, with r~ed to eoch Group of Loans, the Borrower shall have the
option (A) to convei all or any pert of (y) so long asno Default is in existence on the date of
conversion, outstanding Base Rae Loans to Euro-Dol ler Loans and (z) outstanding Euro-Doller
Loans to Base Rae Loans; provided, in eoch case, tha the amount so conveied shall be equal
to $5,000,000 or any lerger integral multiple of $1,000,000, or (8) upon theexpiraion of any
Interest Period applicable to outstanding Euro-Doller Loans, so long as no Default is in
existence on the daeof continua.ion, to continue all or any portion of such Loans, equal to
$5,000,000 and any lerger integral multiple of $1,000,000 in excess of that amount as EuroDoller Loans. The Interest Period of any Base Rate Loan conveied to a Euro-Doller Loan
pursuant to dause (A) above shal I commence on the dae of such conversion. The succeeding
Interest Period of any Euro-Doller Loan continued pursuant to dause (8) above shal l
commence on the last day of the Interest Period of the Loan so continued. Euro-Doller Loans
may only be conveied on the Iast day of the then current Interest Period applicable thereto or
on the dae required pursuant to &di on 2.16.
(ii)
The Borrower shall deliver a written notice of eoch such conversion or
continuation (a "Notice of Conversion/Continuation") to the Administrative Agent no lcter than
(A) 12:00 Noon (New York, Ne.v York time) at least three (3) Busines.5 Days before the
effective dcte of the proposed conversion to, or continuation of, a Euro Doi Ier Loan and (8)
11:30 A .M. (Ne.v York, Ne.v York time) on the day of a conversion to a Base Rae Loan. A
written Notice of Conversion/Continuation shall be substantially in the form of Exhibit A -2
attached hereto and shall specify: (A) the Group of Loans (or portion thereof) to which such
notice applies, (8) the proposed conversion/continuation date (which shall be a Busines.5 Day),
(C) the aggregate anount of the Loans being conveied/conti nued, (D) an election between the
Base Rae and the Adj usted London Interbank Offered Rate and (E) in the case of a conversion
to, or a continuation of, Euro-Dol ler Loans, the requested Interest Period. Upon receipt of a
Notice of Conversion/Continuation, theAdministrativeAgent shall giveeoch Lender prompt
notice of the contents thereof and such Lender's pro rata share of all conversions and
continuations requested therein. If no timely Notice of Conversion/Continuation is delivered by
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converted to a Euro- Dollar Loan, on the date such Base Rate Loan is so converted. Any overdue principal of or interest beyond any period of grace contemplated in Section 6.01(b) on any Base Rate Loan shall bear interest, payable on demand, for each day until paid at a rate per annum equal to the sum of 2% plus the rate otherwise applicable to Base Rate Loans for such day. (c) Euro-Dollar Loans. Each Euro-Dollar Loan shall bear interest on the outstanding principal amount thereof, for each day during the Interest Period applicable thereto, at a rate per annum equal to the sum of the Adjusted London Interbank Offered Rate for such Interest Period plus the Applicable Percentage for Euro-Dollar Loans for such day. Such interest shall be payable for each Interest Period on the last day thereof and, if such Interest Period is longer than three months, at intervals of three months after the first day thereof. Any overdue principal of or interest beyond any period of grace contemplated in Section 6.01(b) on any Euro-Dollar Loan shall bear interest, payable on demand, for each day until paid at a rate per annum equal to the sum of 2% plus the sum of (A) the Adjusted London Interbank Offered Rate applicable to such Loan at the date such payment was due plus (B) the Applicable Percentage for Euro-Dollar Loans for such day (or, if the circumstance described in Section 2.12 shall exist, at a rate per annum equal to the sum of 2% plus the rate applicable to Base Rate Loans for such day). (d) Method of Electing Interest Rates. (i) Subject to Section 2.05(a), the Loans included in each Borrowing shall bear interest initially at the type of rate specified by the Borrower in the applicable Notice of Borrowing. Thereafter, with respect to each Group of Loans, the Borrower shall have the option (A) to convert all or any part of (y) so long as no Default is in existence on the date of conversion, outstanding Base Rate Loans to Euro-Dollar Loans and (z) outstanding Euro-Dollar
Loans to Base Rate Loans; provided, in each case, that the amount so converted shall be equal to $5,000,000 or any larger integral multiple of $1,000,000, or (B) upon the expiration of any Interest Period applicable to outstanding Euro-Dollar Loans, so long as no Default is in existence on the date of continuation, to continue all or any portion of such Loans, equal to $5,000,000 and any larger integral multiple of $1,000,000 in excess of that amount as Euro- Dollar Loans. The Interest Period of any Base Rate Loan converted to a Euro-Dollar Loan pursuant to clause (A) above shall commence on the date of such conversion. The succeeding Interest Period of any Euro-Dollar Loan continued pursuant to clause (B) above shall commence on the last day of the Interest Period of the Loan so continued. Euro-Dollar Loans may only be converted on the last day of the then current Interest Period applicable thereto or on the date required pursuant to Section 2.16. (ii) The Borrower shall deliver a written notice of each such conversion or continuation (a “Notice of Conversion/Continuation”) to the Administrative Agent no later than (A) 12:00 Noon (New York, New York time) at least three (3) Business Days before the effective date of the proposed conversion to, or continuation of, a Euro Dollar Loan and (B) 11:30 A.M. (New York, New York time) on the day of a conversion to a Base Rate Loan. A written Notice of Conversion/Continuation shall be substantially in the form of Exhibit A-2 attached hereto and shall specify: (A) the Group of Loans (or portion thereof) to which such notice applies, (B) the proposed conversion/continuation date (which shall be a Business Day), (C) the aggregate amount of the Loans being converted/continued, (D) an election between the Base Rate and the Adjusted London Interbank Offered Rate and (E) in the case of a conversion to, or a continuation of, Euro-Dollar Loans, the requested Interest Period. Upon receipt of a Notice of
Conversion/Continuation, the Administrative Agent shall give each Lender prompt notice of the contents thereof and such Lender’s pro rata share of all conversions and continuations requested therein. If no timely Notice of Conversion/Continuation is delivered by 14

the Borrower a:; to aiy Euro-Doll a- Loai, aid such Loai is not repad by the Borrower at the
end of the <WI i Cci:>I e Interest Period, such L oai shal I be converted a.itomati ca Iy to a Base Rate
Loai on the last day of the then cpplieci:>le Interest Period.
(e)

Determination aid Notice of Interest Rates. The Administrative Agent shall determine

ea::h interest rcte cppl i Cci:>Ie to the L oais hera.mder. The Admi ni strative Agent shal I give prompt notice
to the Borrower aid the pa-ti d pati ng Lenders of ea::h rcie of interest oo determined, aid its
determi nction thereof shal I be conclusive in the al:>sence of maiifest error. Any notice with r~ect to
Euro-Doi la- Loais shall , without the nocessity of the Administrative Agent oo stating in such notice, be
subject to adj ustments in theApplieci:>le Percentage cpplieci:>leto such Loaisater the beginning of the
Interest Period cppl i Cci:>I e thereto. When during ai Interest Period aiy event occurs thct caises ai
adjustment in theApplieci:>le Percentage cpplieci:>leto Loais to which such Interest Period iscWlieci:>le,
the A dmi ni strati ve Agent shal I give prompt notice to the Borrower aid the Lenders of such event aid
the adjusted rcte of interest oo determined for such L oais, aid its determination thereof shal I be
conclusive in the al:>sence of maiifest error.
Section 2.06 Repla:::ement of Lenders.
(a) If (A) aiy Lender ha:;dernaided compensation or indemnificaion pursuait to Sections
2.12, 2.13, 2.14 or 2.15, (B) the obligation of aiy Lender to mal<e Euro-Doi la- Loais ha:; been
su~ended pursuait to Section 2.13, (C) aiy Lender isa Non-Consenting Lender referred to in Section
8.05 (ea::h such Lender dEro"ibed in cla.ises (A), (8), or (C) being a " Retiring Lender"), the Borrower
shall have the right, if no Defa.ilt then exists, to repla:::esuch Lender with one or more Eligible
Assignees (which may be one or more of the Continuing Lenders) (each a " Repla:::ement Lender" and,
collectively, the " Repla:::ement Lenders'') reasonably acceptable to the Administrative Agent. The
repla:::ement of a Retiring Lender pursuait to this Section 2.06(a) shall be effective on the tenth Business
Day (the " Repla:::ement Date") following the date of notice given by the Borrower of such repla:::ement
to the Retiring Lender aid ea::h Continuing Lender through theAdministraiveAgent, subject to the
satisfoction by the Repla:::ement Lender of the conditions to assignment aid assumption sEt forth in
Section 8.06(c) (with all fees payal:>le pursuait to Section 8.06(c) to be pad by the Bcrrower) aid, in
connection therewith, the Repla:::ement Lender(s) shall pay to the Retiring Lender ai anount equal to the
principal of, aid al I accrued but unpaid interest on, al I outstaidi ng L oais of the Retiring Lender; aid
(b} the Borrower shall have pad to theAdministrativeAgent for the a::count of the Retiring
Lender ai anount equal to all obligctionsowing to the Retiring Lender by the Borrower pursuait to this
Agreement aid the other Loai Documents (other thai those obi igations of the Borrower referred to in
the last sentence of cla.ise (a) al:>ove).
On the Repla:::ement Date, eoch Repla:::ement Lender tha is a New Lender shall bocomeaLender
hereunder to the extent of the Commitment of the Retiring Lender assumed by such Repl a:::ement Lender,
aid the Retiring Lender shall cease to constitute a Lender hereunder; provided, thct the provisions of
Sections 2.10, 2.14, 2.15 aid 8.03 of this Agreement shall continue to inure to the benefit of a Retiring
Lender with r~ect to aiy Loaismadeor aiy other octionstal<en by such Retiring Lender while it wa:;a
Lender.
Section 2.07
(a)

Maturity of Loais; Maidctory Prepayments.

Scheduled Repayments aid Prepayments of Loais.

The L oais shal I maure on the Termi ncti on Date, aid aiy L oais then outstaidi ng (together with
accrued interest thereon aid fees in r~ect thereof) shall be due aid payal:>leon such date.
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the Borrower as to any Euro-Dollar Loan, and such Loan is not repaid by the Borrower at the end of the applicable Interest Period, such Loan shall be converted automatically to a Base Rate Loan on the last day of the then applicable Interest Period. (e) Determination and Notice of Interest Rates. The Administrative Agent shall determine each interest rate applicable to the Loans hereunder. The Administrative Agent shall give prompt notice to the Borrower and the participating Lenders of each rate of interest so determined, and its determination thereof shall be conclusive in the absence of manifest error. Any notice with respect to Euro-Dollar Loans shall, without the necessity of the Administrative Agent so stating in such notice, be subject to adjustments in the Applicable Percentage applicable to such Loans after the beginning of the Interest Period applicable thereto. When during an Interest Period any event occurs that causes an adjustment in the Applicable Percentage applicable to Loans to which such Interest Period is applicable, the Administrative Agent shall give prompt notice to the Borrower and the Lenders of such event and the adjusted rate of interest so determined for such Loans, and its determination thereof shall be conclusive in the absence of manifest error. Section 2.06 Replacement of Lenders. (a) If (A) any Lender has demanded compensation or indemnification pursuant to Sections 2.12, 2.13, 2.14 or 2.15, (B) the obligation of any Lender to make Euro-Dollar Loans has been suspended pursuant to Section 2.13, (C) any Lender is a Non-Consenting Lender referred to in Section 8.05 (each such Lender described in clauses (A), (B), or (C) being a “Retiring Lender”), the Borrower shall have the right, if no Default then exists, to replace such Lender with one or more Eligible Assignees (which may be one or more of the Continuing Lenders) (each a “Replacement Lender” and, collectively, the “Replacement Lenders”) reasonably acceptable t
the Administrative Agent. The replacement of a Retiring Lender pursuant to this Section 2.06(a) shall be effective on the tenth Business Day (the “Replacement Date”) following the date of notice given by the Borrower of such replacement to the Retiring Lender and each Continuing Lender through the Administrative Agent, subject to the satisfaction by the Replacement Lender of the conditions to assignment and assumption set forth in Section 8.06(c) (with all fees payable pursuant to Section 8.06(c) to be paid by the Borrower) and, in connection therewith, the Replacement Lender(s) shall pay to the Retiring Lender an amount equal to the principal of, and all accrued but unpaid interest on, all outstanding Loans of the Retiring Lender; and (b) the Borrower shall have paid to the Administrative Agent for the account of the Retiring Lender an amount equal to all obligations owing to the Retiring Lender by the Borrower pursuant to this Agreement and the other Loan Documents (other than those obligations of the Borrower referred to in the last sentence of clause (a) above). On the Replacement Date, each Replacement Lender that is a New Lender shall become a Lender hereunder to the extent of the Commitment of the Retiring Lender assumed by such Replacement Lender, and the Retiring Lender shall cease to constitute a Lender hereunder; provided, that the provisions of Sections 2.10, 2.14, 2.15 and 8.03 of this Agreement shall continue to inure to the benefit of a Retiring Lender with respect to any Loans made or any other actions taken by such Retiring Lender while it was a Lender. Section 2.07 Maturity of Loans; Mandatory Prepayments. (a) Scheduled Repayments and Prepayments of Loans. The Loans shall mature on the Termination Date, and any Loans then outstanding (together with accrued interest thereon and fees in respect thereof) shall be due and payable on such date. 15

(b) Applications of Prooaymentsand Roouctions.
(i)
Each payment or prepayment of LoaispurSJant to this Section 2.07 shall be
cl)pl i oo ratci:>I y to the r~octive L oais of al I of the Lenders.
(ii)
Each payment of principal of the Loaisshall be ma::letoga:her with interest
axruoo on the crnount repa d to the date of payment.
(iii)
Each payment of the Loais shall be cl}Pl ioo to SJch Groups of Loais a:; the
Borrower may designae (or, fa ling SJch designation, a:;da:erminoo by theAdministraive
Agent).
Section 2.08

Optional Pra:>ayments.

(a)
Subjoct to Section 2.09, the Borrower may (i) upon at least one Business Days' notice to
the Administrative Agent, prepay any Base Rae Borrowing or (ii) upon a least three (3) Business Days'
notice to the Admi nis:raive Agent, prepay any Euro-Doi la- Borrowing, in each case in whole at any ti me,
orfromtimetotimeinpart inamountsaggregaing $5,000,000or any la-ger integral multipleof $1,000,000,
by paying the principal amount to be prepad toga:her with axruoo interest thereon to the date of
prepayment. Each SJch optional prepayment shall be cl)plioo to prepay raci:>ly the Loais of the several
Lenders includoo in SJch Borrowing.
(b}
Notice to Lenders. Upon receipt of a notice of prepayment purSJant to Section 2.08(a), the
Adminis:rativeAgent shal l promptly notify each Lender of the contents thereof and of SJch Lender's ratci:>le
sha-e of SJch prepayment, and SJch notice shall not thereafter bere.tocci:>le by the Borrower.
Section 2.09 General Provisions a:; to Payments.
(a)
Payments by the Borrower. The Borrower shall mal<e each payment of principal of and
interest on theLoaisand fees hereunder (other than feespayci:>lediroctly to the Lender) not laer than 12:00
Noon (New York, New York time) on thedaewhen due, without set-off, countercla m or other doouction,
in Fooeral or other funds immooiaay availci:>lein New York, New York, to theAdministrativeAgent at its
a::ldress rderroo to in Section 8.01 . The Administrative Agent will promptly distribute to each Lender its
ratci:>le sha-e of each SJch payment receivoo by the Administrative Agent for the account of the Lenders.
WhenENer any payment of principal of or interest on the Base Rate Loais shall be due on a day which is
not a Business Day, the dae for payment thereof shal I be extendoo to the next SJccoo:li ng Business Day.
WhenENer any payment of principal of or interest on the Euro-Doi la- Loans shal l be due on a day which is
not a Business Day, the date for payment thereof shal I be extendoo to the next SJccoo:li ng Business Day
unless SJch Business Day fal ls in another calenda- month, in which case the daefor payment thereof shal l
be the next pra::a:ling Business Day. If the date for any payment of principal is extendoo by operation of
IaN or otherwise, interest thereon shal I be payci:>I e for SJch extendoo ti me.
(b)
Distributi ons by the Adminis:rative Agent. Unless the Adminis:rative Agent shal l have
recei voo notice from the Borrower prior to the date on which any payment is due to the Lenders hereunder
that the Borrowa- will not mal<e SJch payment in full , the Administrative Agent may assume tha the
Borrower ha:; ma::le SJch payment in full to the Admi nis:rative Agent on 9.Jch dae, and the Admi ni strati ve
Agent may, in reliance upon SJch assurll)tion, cause to be distributoo to each Lender on such due date an
amount equal to the amount then due such Lender. If and to the extent that the SJch anount is di s:ri butoo
to SJch Lender until the date SJch Lenda- repays SJch anount to the Administrative Agent, at the Fooeral
Funds Rate.
Section 2.10 Funding Losses. If the Borrower mal<es any payment of principal with r~oct to
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(b) Applications of Prepayments and Reductions. (i) Each payment or prepayment of Loans pursuant to this Section 2.07 shall be applied ratably to the respective Loans of all of the Lenders. (ii) Each payment of principal of the Loans shall be made together with interest accrued on the amount repaid to the date of payment. (iii) Each payment of the Loans shall be applied to such Groups of Loans as the Borrower may designate (or, failing such designation, as determined by the Administrative Agent). Section 2.08 Optional Prepayments. (a) Subject to Section 2.09, the Borrower may (i) upon at least one Business Days’ notice to the Administrative Agent, prepay any Base Rate Borrowing or (ii) upon at least three (3) Business Days’ notice to the Administrative Agent, prepay any Euro-Dollar Borrowing, in each case in whole at any time, or from time to time in part in amounts aggregating $5,000,000 or any larger integral multiple of $1,000,000, by paying the principal amount to be prepaid together with accrued interest thereon to the date of prepayment. Each such optional prepayment shall be applied to prepay ratably the Loans of the several Lenders included in such Borrowing. (b) Notice to Lenders. Upon receipt of a notice of prepayment pursuant to Section 2.08(a), the Administrative Agent shall promptly notify each Lender of the contents thereof and of such Lender’s ratable share of such prepayment, and such notice shall not thereafter be revocable by the Borrower. Section 2.09 General Provisions as to Payments. (a) Payments by the Borrower. The Borrower shall make each payment of principal of and interest on the Loans and fees hereunder (other than fees payable directly to the Lender) not later than 12:00 Noon (New York, New York time) on the date when due, without set-off, counterclaim or other deduction, in Federal or other funds immediately available in New York, New York, to the Administrative Agent at its address referred to in Section
8.01. The Administrative Agent will promptly distribute to each Lender its ratable share of each such payment received by the Administrative Agent for the account of the Lenders. Whenever any payment of principal of or interest on the Base Rate Loans shall be due on a day which is not a Business Day, the date for payment thereof shall be extended to the next succeeding Business Day. Whenever any payment of principal of or interest on the Euro-Dollar Loans shall be due on a day which is not a Business Day, the date for payment thereof shall be extended to the next succeeding Business Day unless such Business Day falls in another calendar month, in which case the date for payment thereof shall be the next preceding Business Day. If the date for any payment of principal is extended by operation of law or otherwise, interest thereon shall be payable for such extended time. (b) Distributions by the Administrative Agent. Unless the Administrative Agent shall have received notice from the Borrower prior to the date on which any payment is due to the Lenders hereunder that the Borrower will not make such payment in full, the Administrative Agent may assume that the Borrower has made such payment in full to the Administrative Agent on such date, and the Administrative Agent may, in reliance upon such assumption, cause to be distributed to each Lender on such due date an amount equal to the amount then due such Lender. If and to the extent that the such amount is distributed to such Lender until the date such Lender repays such amount to the Administrative Agent, at the Federal Funds Rate. Section 2.10 Funding Losses. If the Borrower makes any payment of principal with respect to 16

any Euro-Doi Ier Loan pursuant to the tarns and provisions of this Agreement (any conva-si on of a EuroDoi Ier Loan to a Base Rate Loan pursuant to Sedion 2.12 being treaed as a payment of such Euro-Doller
Loan on the date of conva-sion for purposes of this Sedion 2.10) on any day otha- than the last day of the
lnta-est Period applicable thereto, or the last day of an applicableperiod fixed pursuant to Sedion 2.05(c).
or if the Borrower fails to borrow, convert or prepay any Euro-Doller Loan ctter notice has been given in
accordance with the provisions of this Agreement, or in the e,vent of payma,t in re:pect of any EuroDol l er Loan other than on the Iast day of the Interest Period appl icable thereto as a result of a request by
the Borrower pursuant to Soction 2.04(b). the Borrower shal reimburse m:h Lender within fiftea, (15)
days ctter demand for any resulting loss or expense incurred by it (and by an existing Paiidpant in the
related Loan), including, without limitation, any loss incurred in obtaining, liquida:ing or employing
deposits from third parties, but excluding loss of margin for the period after any such payment or failure
to borrow or prepay; provided, that such Lender shal have delivered to the Borrower a certificate as to
the amount of such loss or expense, which certificatesha l be conclusive in the absence of manifest error.
Sedion 2. 11 Com;:,utation of Interest and Fees. lnta-est on Loans based on the Base Rae
hereunder (other than pursuant to clause (iii) of the detinition of "Base Rate") shal be computed on the
basis of a yea- of 365 days (or 366 days in a IE:El) yea-) and paid for the actua number of days elapsed.
All other inta-est and fees shal be corrputed on the basis of a yea- of 360 days and paid for the actua
number of days elapsed (including the first day but excluding the last day).
Sedion 2.12 Basis for Determining Interest Rate lna:leguate, Unfair or Unavailable. If on or
prior to the first day of any Interest Period for any Euro-Doller Loan (a) Lenders having 50% or more of
the cggregate amount of the Commitments a:lvise the Administrative Agent thct the Adjusted London
Interbank Offa-ed Rate as determined by theAdministrativeAgent, will not a:tequately and fairly reflect
the cost to such Lenders of funding their Euro-Doller Loans for such Interest Period; or (b) the
Administrative Agent shal determine tha no reasonable means exists for determining the Adj usted
London Interbank Offered Rate, the Administrative Agent shal forthwith give notice thereof to the
Borrower and the Lenders, whereupon, until the Administrative Agent notifies the Borrower and the
Lenders that the circumstances giving rise to such suspa,sion no longer exist, (i) the obi igations of the
Lenders to make Euro-Doller Loans, or to convert outstanding Loans into Euro-Doller Loans shal be
suspa,ded; and (ii) each outstanding Euro-Doller Loan shal be converted into a Base Rate Loan on the
Iast day of the current Interest Period applicable thereto. Uni ess the Borrower notifies the Admi ni strati ve
Agent at least two (2) Business Days before the date of (or, if at the time the Borrower receives such
notice the day is the date of, or the date immediately pr~ing, theda:eof such Euro-Doller Borrowing,
by 10:00A.M. (New York, New York time) on the date of) any Euro-Doller Borrowing for which a Notice
of Borrowing has pre,viousy been given that it elects not to borrow on such date, such Borrowing shal
instead be ma:le as a Base Rate Borrowing.
Notwithstanding anything to the contrary in this Agreement or any other Loan Document, if the
Administrative Agent determines (which determination sha l beconclusiveabsent manifest error), or the
Borrower or Required Lenders notify the Admi ni strati ve A gent (with, in the case of the Required Lenders,
a copy to the Borrower) that the Borrower or Required Lenders have determined, that: (i) the
circumstances set forth in Soction 2.13 have occurred and such circumstances ere unlikely to be
temporary; (ii) the a:lministrator of the London Interbank Offered Rate or a Governmenta Authority
having juriooiction over such Lender has ma:te a public statement identifying a specific date after which
the London Interbank Offered Rateshal no longer bema:leavailable, or used for determining the interest
rate of loans(such specific date, the " Scheduled Unavailability Date"), or (iii) any applicable interest rate
specified herein (other than the Prime Rate or the Federa Funds Rate) is no longer a widely recognized
benchmerk rate for newly originated loans in the U.S. &yndicated loan merket in theapplicablecurrency,
then, reas:>nably prorrptly after such deta-mination by the Administrative Agent or receipt by the
Administrative Agent of such notice, as applicable, the Administrative Agent and such Borrower shal
negotiate in good faith to amend this Agreement to rE:pla::e the London Interbank Offered Rate with an
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any Euro-Dollar Loan pursuant to the terms and provisions of this Agreement (any conversion of a Euro- Dollar Loan to a Base Rate Loan pursuant to Section 2.12 being treated as a payment of such Euro-Dollar Loan on the date of conversion for purposes of this Section 2.10) on any day other than the last day of the Interest Period applicable thereto, or the last day of an applicable period fixed pursuant to Section 2.05(c), or if the Borrower fails to borrow, convert or prepay any Euro-Dollar Loan after notice has been given in accordance with the provisions of this Agreement, or in the event of payment in respect of any Euro- Dollar Loan other than on the last day of the Interest Period applicable thereto as a result of a request by the Borrower pursuant to Section 2.04(b), the Borrower shall reimburse each Lender within fifteen (15) days after demand for any resulting loss or expense incurred by it (and by an existing Participant in the related Loan), including, without limitation, any loss incurred in obtaining, liquidating or employing deposits from third parties, but excluding loss of margin for the period after any such payment or failure to borrow or prepay; provided, that such Lender shall have delivered to the Borrower a certificate as to the amount of such loss or expense, which certificate shall be conclusive in the absence of manifest error. Section 2.11 Computation of Interest and Fees. Interest on Loans based on the Base Rate hereunder (other than pursuant to clause (iii) of the definition of “Base Rate”) shall be computed on the basis of a year of 365 days (or 366 days in a leap year) and paid for the actual number of days elapsed. All other interest and fees shall be computed on the basis of a year of 360 days and paid for the actual number of days elapsed (including the first day but excluding the last day). Section 2.12 Basis for Determining Interest Rate Inadequate, Unfair or Unavailable. If on or prior to the first day of any Interest Period for any EuroDollar Loan (a) Lenders having 50% or more of the aggregate amount of the Commitments advise the Administrative Agent that the Adjusted London Interbank Offered Rate as determined by the Administrative Agent, will not adequately and fairly reflect the cost to such Lenders of funding their Euro-Dollar Loans for such Interest Period; or (b) the Administrative Agent shall determine that no reasonable means exists for determining the Adjusted London Interbank Offered Rate, the Administrative Agent shall forthwith give notice thereof to the Borrower and the Lenders, whereupon, until the Administrative Agent notifies the Borrower and the Lenders that the circumstances giving rise to such suspension no longer exist, (i) the obligations of the Lenders to make Euro-Dollar Loans, or to convert outstanding Loans into Euro-Dollar Loans shall be suspended; and (ii) each outstanding Euro-Dollar Loan shall be converted into a Base Rate Loan on the last day of the current Interest Period applicable thereto. Unless the Borrower notifies the Administrative Agent at least two (2) Business Days before the date of (or, if at the time the Borrower receives such notice the day is the date of, or the date immediately preceding, the date of such Euro-Dollar Borrowing, by 10:00 A.M. (New York, New York time) on the date of) any Euro-Dollar Borrowing for which a Notice of Borrowing has previously been given that it elects not to borrow on such date, such Borrowing shall instead be made as a Base Rate Borrowing. Notwithstanding anything to the contrary in this Agreement or any other Loan Document, if the Administrative Agent determines (which determination shall be conclusive absent manifest error), or the Borrower or Required Lenders notify the Administrative Agent (with, in the case of the Required Lenders, a copy to the Borrower) that the Borrower or Required Lenders have determined, that: (i) the circumstances set forth in Section 2.13 have occurred
and such circumstances are unlikely to be temporary; (ii) the administrator of the London Interbank Offered Rate or a Governmental Authority having jurisdiction over such Lender has made a public statement identifying a specific date after which the London Interbank Offered Rate shall no longer be made available, or used for determining the interest rate of loans (such specific date, the “Scheduled Unavailability Date”), or (iii) any applicable interest rate specified herein (other than the Prime Rate or the Federal Funds Rate) is no longer a widely recognized benchmark rate for newly originated loans in the U.S. syndicated loan market in the applicable currency, then, reasonably promptly after such determination by the Administrative Agent or receipt by the Administrative Agent of such notice, as applicable, the Administrative Agent and such Borrower shall negotiate in good faith to amend this Agreement to replace the London Interbank Offered Rate with an 17

alternate benchma-k rae (induding aiy mathemaical or other adjustments to the benchma-k (if aiy)
incorporated therein) (any such proposed rate, a " LI BOR Successor Rae''), together with any proposed
LI BOR Successor Rate Conforming Cha,ges (as defined below) aid aiy such anendment shal I be::ome
effective at 5:00 P.M. (Ne.v York, Ne.v York time) on the fifth Business Day citer the Administrative
Agent shall have posted such proposed anendment to all Lenders aid the Borrower unless, prior to such
time, Lenders comprising theR~uired Lendershavedelivered to theAdministraiveAgent written notice
that such R~uired Lenders do not ax:Ept such a-nendment. Such LIBOR Successor Rate shall be~plied
in a mainer consistent with ma-kEt prcdice; provided tha to the extent such ma-ket prcdice is not
administratively feasible for theAdministraiveAgent, such LI BOR Successor Rate shal l be~plied in a
mainer as otherwise reaoonabl y dEtermi ned by the Admi ni strati ve Agent.
If no LIBOR Successor Rae has been determined and the circumstaioes under dause (i) above
exist or the Scheduled Unavalabil ity Date has occurred (as ~pliable), the Administrative Agent will
promptly oo notify each Borrower aid each Lender. Thereafter, (x) the obi igation of the Lenders to make
or maintan Euro-Della- Loa1s shall be suspended (to the extent of the afected Euro-Della- Loa1s or
Interest Periods only), aid (y) the London lnterbaik Offered Rate component shal l no longer be utilized
in dEtermi ni ng the Base Rate. Upon receipt of such notice, aiy Borrower may revoke aiy pending r~uest
for a Borrowing of, conversion to, or continuaion of Euro-Della Loa1s (to the extent of the affected
Euro-Doll a- Loa1sor Interest Periods) or, fa ling tha:, will bedooned to have converted such r~uest into
a Base Rae Borrowing (subject to the foregoing dause (y)) in thea-nount specified therein.
Notwithstaiding aiything else herein, any definition of LIBOR Successor Rate shall provide that
in no event shal I such LI BOR Successor Rate be less thai 0% for purposes of this Agroonent.
For purposes hereof, "LI BOR Suoces&>r Rate Conforming Chaiges" means, with respect to any
proposed LI BOR Suoces&>r Rate, aiy conforming changes to the defi ni ti on of Base Rate, Interest Period,
timing aid fr~uency of dEtermining rates and making payments of interest and other administrative
matters as may be appropriate, daermined by theAdministrativeAgent with the consent of the Borrower,
to reflect the adoption of such LIBOR Suoces&>r Rate aid to permit the administration thereof by the
Admi ni strati ve Agent in a mainer substaiti al Iy consistent with ma-kEt prcdi ce (or, if the Admi ni strati ve
Agent determines that adoption of aiy portion of such ma-ka prcdi ce is not admi ni strati vel y feasible or
that no ma-ket prccii ce for the admi ni strati on of such LI BOR Suoces&>r Rate exists, in such other manner
of admi ni strati on as the Admi ni strai ve Agent daermi nes is reaoonabl y necessa-y in connection with the
administraion of thisAgroonent.

Section 2.13 Illegality. If, on or after the Effective Date, the adoption of aiy ~pliable law, rule
or regulation, or aiy change in aiy ~pl iable law, rule or regulation, or aiy chaige in the interpretaion
or administration thereof by aiy Governmental Authority, central balk or compa-able agency chaged
with the interprEtaion or administration thereof, or compliaice by any Lender (or itsAppliable Lending
Office) with any r~uest or directive(whether or not having theforceof law) of any such authority, central
balk or compa-able agency shal make it unlawful or impossible for aiy Lender (or its Appl iable
Lending Office) to make, mantain or fund its Euro-Doll a- Loa1s aid such Lender shal l oo notify the
Administrative Agent, the Administrative Agent shall forthwith give notice thereof to the other Lenders
and the Borrower, whereupon until such Lender notifies the Borrower and the Administrative Agent
that the circumstances giving rise to such suspension no longer exist, the obligation of such Lender to
make Euro-Doll a- Loa1s, or to convert outstanding Loa1s into Euro-Doll a- Loans, shall be suspended.
Beforegiving aiy noticetotheAdministraiveAgent pursuant tothisSection, such Lender shal designate
a different Appliable Lending Office if such designation will avoid the need for giving such notice aid
will not, in the j udgment of such Lender, be otherwise disadvantageous to such Lender. If such notice is
given, each Euro-Della- Loa1 of such Lender then outstanding shall be converted to a Base Rate Loa1
either (a) on the last day of the then current Interest Period appliable to such Euro-Della- Loan if such
Lender may lawfully continue to mantan and fund such Loa1 to such day or (b) immediately if such
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alternate benchmark rate (including any mathematical or other adjustments to the benchmark (if any) incorporated therein) (any such proposed rate, a “LIBOR Successor Rate”), together with any proposed LIBOR Successor Rate Conforming Changes (as defined below) and any such amendment shall become effective at 5:00 P.M. (New York, New York time) on the fifth Business Day after the Administrative Agent shall have posted such proposed amendment to all Lenders and the Borrower unless, prior to such time, Lenders comprising the Required Lenders have delivered to the Administrative Agent written notice that such Required Lenders do not accept such amendment. Such LIBOR Successor Rate shall be applied in a manner consistent with market practice; provided that to the extent such market practice is not administratively feasible for the Administrative Agent, such LIBOR Successor Rate shall be applied in a manner as otherwise reasonably determined by the Administrative Agent. If no LIBOR Successor Rate has been determined and the circumstances under clause (i) above exist or the Scheduled Unavailability Date has occurred (as applicable), the Administrative Agent will promptly so notify each Borrower and each Lender. Thereafter, (x) the obligation of the Lenders to make or maintain Euro-Dollar Loans shall be suspended (to the extent of the affected Euro-Dollar Loans or Interest Periods only), and (y) the London Interbank Offered Rate component shall no longer be utilized in determining the Base Rate. Upon receipt of such notice, any Borrower may revoke any pending request for a Borrowing of, conversion to, or continuation of Euro-Dollar Loans (to the extent of the affected Euro-Dollar Loans or Interest Periods) or, failing that, will be deemed to have converted such request into a Base Rate Borrowing (subject to the foregoing clause (y)) in the amount specified therein. Notwithstanding anything else herein, any definition of
LIBOR Successor Rate shall provide that in no event shall such LIBOR Successor Rate be less than 0% for purposes of this Agreement. For purposes hereof, “LIBOR Successor Rate Conforming Changes” means, with respect to any proposed LIBOR Successor Rate, any conforming changes to the definition of Base Rate, Interest Period, timing and frequency of determining rates and making payments of interest and other administrative matters as may be appropriate, determined by the Administrative Agent with the consent of the Borrower, to reflect the adoption of such LIBOR Successor Rate and to permit the administration thereof by the Administrative Agent in a manner substantially consistent with market practice (or, if the Administrative Agent determines that adoption of any portion of such market practice is not administratively feasible or that no market practice for the administration of such LIBOR Successor Rate exists, in such other manner of administration as the Administrative Agent determines is reasonably necessary in connection with the administration of this Agreement. Section 2.13 Illegality. If, on or after the Effective Date, the adoption of any applicable law, rule or regulation, or any change in any applicable law, rule or regulation, or any change in the interpretation or administration thereof by any Governmental Authority, central bank or comparable agency charged with the interpretation or administration thereof, or compliance by any Lender (or its Applicable Lending Office) with any request or directive (whether or not having the force of law) of any such authority, central bank or comparable agency shall make it unlawful or impossible for any Lender (or its Applicable Lending Office) to make, maintain or fund its Euro-Dollar Loans and such Lender shall so notify the Administrative Agent, the Administrative Agent shall forthwith give notice thereof to the other Lenders and the Borrower, whereupon until such Lender notifies
the Borrower and the Administrative Agent that the circumstances giving rise to such suspension no longer exist, the obligation of such Lender to make Euro-Dollar Loans, or to convert outstanding Loans into Euro-Dollar Loans, shall be suspended. Before giving any notice to the Administrative Agent pursuant to this Section, such Lender shall designate a different Applicable Lending Office if such designation will avoid the need for giving such notice and will not, in the judgment of such Lender, be otherwise disadvantageous to such Lender. If such notice is given, each Euro-Dollar Loan of such Lender then outstanding shall be converted to a Base Rate Loan either (a) on the last day of the then current Interest Period applicable to such Euro-Dollar Loan if such Lender may lawfully continue to maintain and fund such Loan to such day or (b) immediately if such 18

Lender shall determinethct it may not lawfully continue to maintan and fund such Loa, to such day.
Soction 2.14.

lncreasoo Cost clld Ra:Jucoo Return.

(a)
lncreasoo Costs. If after the Effoctive Dcte, the alqition of any cppliCaJle la.v, rule or
regulation, or any change in any ~pliCaJle la.v, rule or regulation, or any change in the interpretation or
almi ni strcii on thereof by any Governmental Authority, central bank or comparol e ~cy chaga:J
with the interpretciion or alministration thereof, or compliance by any Lender (or itsAppliCaJl e
Lending Office) with any re'.:juest or diroctive (whether or not having the force of la.v) of any such
authority, central bank or comparol e agency shal I (i) impose, modify or deem ~pl i CaJI e any reserve
(including, without limitation, any such re'.:juirement imposed by the Boa-d of Governors of the Fa:Jeral
Reserve System), ~ecial deposit, insurance assessment or simila re'.:juirement against assets of,
deposits with or for the a:.:count of or cra:Jit extenda:J by, any Lender (or itsAppliCaJle Lending Office),
(ii) subjoct any Lender lo any tax of any kind whatooever with r ~ to this Agreement, any
pa-tidpation in any Euro-Doller Loa, male by it, or change the basis of taxation of payments to such
Lender in r ~ thereof (other than (A) Taxes, (8) Other Taxes and (C) the imposition of, or any
change in the rate of, any taxes describa:J in clauses (i) through (iv) of the definition of Taxes in Soction
2.15(a). (D) Connection Income Taxes, and (E) Taxes attributable to a Lender's failure lo comply with
Soction 2.15(e) and or (iii) impose on such Lender (or itsAppl iCaJle Lending Office) or on the Unita:J
States maket for certificates of deposit or the London interbank maket any other oondition afocting its
Euro-Doi la Loa,s, Notes, obligation to make Euro-Doi la Loa,s, and the result of any of the foregoing
is to increase the cost to such Lender (or itsAppliCaJle Lending Office) of making or maintaining any
Euro-Doi la Loa,, or to ra:Juoetheamount of any sum receiva:J or receivrole by such Lender (or its
Appl i CaJI e Lending Office) under this Agreement or under its Notes with r~oct thereto, then, within
fifteen (15) days after demclld by such Lender (with a oq>y to the Administrative Agent), the Borrower
shall pay to such Lender such alditional amount or aniounts. asdetermina:J by such Lender in good
fath, as will compenscte such Lender for such increasoo cost or ra:Juction, solely to the extent that any
such aldilional amounts were incurra:J by such Lender within ninety (90) days of such demand.
(b)
Ca;>ital Adeguocy. If any Lender shall have determina:J that, after the Effoctive Dcte, the
alqition of any ~pliCaJle la.v, rule or regulation regading ~ital aie'.:juacy or liquidity, or any change in
any such Ia.v, rule or regul cii on, or any change in the i nterpretcti on or almi ni strati on thereof by any
Governmental Authority, central bank or comparole agency chaga:J with the interpretation or
alministration thereof, or any re'.:juest or diroctive regading ~ital ale'.:juacy (whether or not having the
force of la.v} of any such authority, central bank or comparoleagency, has or would havetheeffoct of
ra:Judng the rcteof return on ~ital of such Lender (or any Perron controlling such Lender) asa
conSe'.:juence of such Lender's obligations hereunder to a level below thct which such Lender (or any
Perron controlling such Lender) could have achieva:J but for such alqition, change, re'.:juest or diroctive
(taking into consideration its pol ides with r ~ to ~ital ale'.:juacy), then from time to time, within
fifteen (15) days after demand by such Lender (with a oq>y to theAdministrctiveAgent), the Borrower
shal I pay to such Lender such aldi ti onal amount or amounts as wi 11 compenscte such Lender (or any
Perron controlling such Lender} for such ra:Juction, rolely lo the extent that any such alditional amounts
were incurra:J by such Lender within ninety (90) days of such demclld.
(c)
Notices. Each Lender will promptly notify the Borrower and theAdministrctiveAgent
of any event of which it has knowledge, occurring a ter the Effoctive Date, that will entitle such Lender
to compensation pursuant to this Soction clld will designate a different AppliCaJle Lending Office if
such designation will avoid the nea:l for, or ra:Juce the arount of, such compensction and will not, in
the judgment of such Lender, beotherwisedisalvantageoustosuch Lender. A certificate of any Lender
cl aming compensction under this Soction clld setting forth in reasonrole detail the alditional amount or
amounts to be pad to it hereunder shall be conclusive in the rosence of manifest error. In determining
such arount, such Lender may use any reasonrol e averaging and attribution methods.
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Lender shall determine that it may not lawfully continue to maintain and fund such Loan to such day. Section 2.14. Increased Cost and Reduced Return. (a) Increased Costs. If after the Effective Date, the adoption of any applicable law, rule or regulation, or any change in any applicable law, rule or regulation, or any change in the interpretation or administration thereof by any Governmental Authority, central bank or comparable agency charged with the interpretation or administration thereof, or compliance by any Lender (or its Applicable Lending Office) with any request or directive (whether or not having the force of law) of any such authority, central bank or comparable agency shall (i) impose, modify or deem applicable any reserve (including, without limitation, any such requirement imposed by the Board of Governors of the Federal Reserve System), special deposit, insurance assessment or similar requirement against assets of, deposits with or for the account of or credit extended by, any Lender (or its Applicable Lending Office), (ii) subject any Lender to any tax of any kind whatsoever with respect to this Agreement, any participation in any Euro-Dollar Loan made by it, or change the basis of taxation of payments to such Lender in respect thereof (other than (A) Taxes, (B) Other Taxes and (C) the imposition of, or any change in the rate of, any taxes described in clauses (i) through (iv) of the definition of Taxes in Section 2.15(a), (D) Connection Income Taxes, and (E) Taxes attributable to a Lender’s failure to comply with Section 2.15(e) and or (iii) impose on such Lender (or its Applicable Lending Office) or on the United States market for certificates of deposit or the London interbank market any other condition affecting its Euro-Dollar Loans, Notes, obligation to make Euro-Dollar Loans, and the result of any of the foregoing is to increase the cost to such Lender (or its Applicable Lending Office) of making or maintaining any Euro-Dollar Loan
or to reduce the amount of any sum received or receivable by such Lender (or its Applicable Lending Office) under this Agreement or under its Notes with respect thereto, then, within fifteen (15) days after demand by such Lender (with a copy to the Administrative Agent), the Borrower shall pay to such Lender such additional amount or amounts, as determined by such Lender in good faith, as will compensate such Lender for such increased cost or reduction, solely to the extent that any such additional amounts were incurred by such Lender within ninety (90) days of such demand. (b) Capital Adequacy. If any Lender shall have determined that, after the Effective Date, the adoption of any applicable law, rule or regulation regarding capital adequacy or liquidity, or any change in any such law, rule or regulation, or any change in the interpretation or administration thereof by any Governmental Authority, central bank or comparable agency charged with the interpretation or administration thereof, or any request or directive regarding capital adequacy (whether or not having the force of law) of any such authority, central bank or comparable agency, has or would have the effect of reducing the rate of return on capital of such Lender (or any Person controlling such Lender) as a consequence of such Lender’s obligations hereunder to a level below that which such Lender (or any Person controlling such Lender) could have achieved but for such adoption, change, request or directive (taking into consideration its policies with respect to capital adequacy), then from time to time, within fifteen (15) days after demand by such Lender (with a copy to the Administrative Agent), the Borrower shall pay to such Lender such additional amount or amounts as will compensate such Lender (or any Person controlling such Lender) for such reduction, solely to the extent that any such additional amounts were incurred by such Lender within ninety (90) days of such demand. (c)
Notices. Each Lender will promptly notify the Borrower and the Administrative Agent of any event of which it has knowledge, occurring after the Effective Date, that will entitle such Lender to compensation pursuant to this Section and will designate a different Applicable Lending Office if such designation will avoid the need for, or reduce the amount of, such compensation and will not, in the judgment of such Lender, be otherwise disadvantageous to such Lender. A certificate of any Lender claiming compensation under this Section and setting forth in reasonable detail the additional amount or amounts to be paid to it hereunder shall be conclusive in the absence of manifest error. In determining such amount, such Lender may use any reasonable averaging and attribution methods. 19

(d)
Notwithsta1ding anything to the contray herein, (x) the Dodd-Frank Wal Street
Reform and Consumer Protection Act and al rEquests, rules, guidelines or directives thereunder or
i SSJed in connection therewith, (y) al I rEquests, rules, guidel ines or directives promulgated by the Ba,k
for I nternati ona Sett! ernents, the Basel Committee on Ba,ki ng Supervision (or a,y succesoor or si mi Iaarthori ty) or the United States or foreign regulaory arthorities, in ea::h case pursua,t to Basel 111, S1all
in each case be deemed to be a "change in law" under this Artide 11 rega-dless of the dae enocted,
adopted or iSSJed a,d (z) ex~t as may be provided in Section 2.15(a). theLendersS1al l not be entitled
to assert a,y d aim under this Section 2.14 in re:pect of or attributable to taxes.
Section 2.15

Taxes.

(a)
Payments Net of Certain Taxes. Any and al payments ma::leby or on occount of a,y
Loa, Pa-ty to or for the ocrount of a,y Lender or theAdministraive Agent hereunder or under a,y
other Loa, Document shal be made free and dea- of and without deduction for a,y a,d al l present or
future taxes, duties, levies, imposts, deductions, cha-ges a1d withholdings a1d a l liabil ities with re:pect
thereto, excluding: (i) taxes imposed on or measured by the net income (including bra,ch profits or
simila- taxes) of, a1d gross receipts, franchise or simila- taxes imposed on, theAdministraive Agent or
a,y Lender (A) by the j uriooiction (or subdivision theroof) under the laws of which such Lender or the
Administrative Agent is organized or in which itsprincipa exocutiveoffice is located or, in the case of
ea::h Lender, in which its Applicable Lending Office islocaed, or (B) that a-e Other Connection Taxes,
(ii) in the case of ea::h Lender, a,y United States withholding tax irrposed on such payments, but only
to the extent tha such Lender is subj ect to United States withholding tax at the ti me such Lender first
becomes a party to this Agreement or cha,gesitsApplicable Lending Office, (iii) a,y backup
wi thhol ding tax imposed by the United States (or any state or Ioca i ty theroof) on a Lender or the
Administrative Agent, a,d (iv) any taxes imposed by FATCA (all such nonexcluded taxes, duties,
levies, irrposts, deductions, cha-ges, withholdings a1d l iabilities being hereinafter referred to as
"Taxes''). If any Loa, Pa-ty s,al l be rEquired by law to deduct any Taxes from or in re:pect of any sum
payable hereunder or under a,y other Loa, Document to a,y Lender or theAdministrativeAgent, (i)
the sum payable S1al I be increased as necessa-y so that after making al I such rEqui red deductions
(including deductions applicable to addi ti ona sums pay abIe under this Section 2.15(a)) such Lender or
theAdministrativeAgent (as the case may be) receives a, anount EqUa to the sum it would have
received had no such deductions been made, (ii) such Loan Pa-ty shal make such deductions, (ii i) such
Loa, Pa-ty shall pay the full a-nount deducted to the relevant taxation authority or other arthority in
~da,cewith applicable law and (iv) such Loa, Pa-ty shall deliver to the Administrative Agent, for
delivery to such Lender, the original or a certified copy of a receipt evidencing payment theroof.
(b)
Other Taxes. In addition, ea::h Loa, Pa-ty agrees to pay a,y a1d al present or future
sta-np or oourt or documenta-y taxes a1d any other excise or property taxes, or si mi Ia- cha-ges or
levies, which a-isefrom any payment made pursuant to this Agreement, any Note or any other Loa,
Document or from the execution, deli very, performance, registration or enforcement of, or otherwise
with re:pect to, this Agreement, any Note or any other Loa, Document (collectively, "Other Taxes'').
(c)
lndemnificaion. Ea:::h Loa, Pa-ty agrees to jointly and several ly indemnify ea::h
Lender and theAdministraiveAgent for the full a-noun! of Taxes and Other Taxes(including, without
l imitation, any Taxes or Other Taxes imposed or asserted by any juriooiction on a-nountspayable under
this Section 2.15(c)). whether or not correctly or legaly asserted, paid by such Lender or the
Administrative Agent (as the case may be) and any liability (including penalties, interest a1d expenses)
a-ising therefrom or with re:pect tha-eto as certified in good faith to the Borrower by eoch Lenda- or the
Administrative Agent seeking indemnificaion pursuant to this Section 2.15(c). This indemnification
shal be paid within 15 days after such Lender or theAdministrativeAgent (as the case may be) makes
dema,dtha-etor.
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(d) Notwithstanding anything to the contrary herein, (x) the Dodd-Frank Wall Street Reform and Consumer Protection Act and all requests, rules, guidelines or directives thereunder or issued in connection therewith, (y) all requests, rules, guidelines or directives promulgated by the Bank for International Settlements, the Basel Committee on Banking Supervision (or any successor or similar authority) or the United States or foreign regulatory authorities, in each case pursuant to Basel III, shall in each case be deemed to be a “change in law” under this Article II regardless of the date enacted, adopted or issued and (z) except as may be provided in Section 2.15(a), the Lenders shall not be entitled to assert any claim under this Section 2.14 in respect of or attributable to taxes. Section 2.15 Taxes. (a) Payments Net of Certain Taxes. Any and all payments made by or on account of any Loan Party to or for the account of any Lender or the Administrative Agent hereunder or under any other Loan Document shall be made free and clear of and without deduction for any and all present or future taxes, duties, levies, imposts, deductions, charges and withholdings and all liabilities with respect thereto, excluding: (i) taxes imposed on or measured by the net income (including branch profits or similar taxes) of, and gross receipts, franchise or similar taxes imposed on, the Administrative Agent or any Lender (A) by the jurisdiction (or subdivision thereof) under the laws of which such Lender or the Administrative Agent is organized or in which its principal executive office is located or, in the case of each Lender, in which its Applicable Lending Office is located, or (B) that are Other Connection Taxes, (ii) in the case of each Lender, any United States withholding tax imposed on such payments, but only to the extent that such Lender is subject to United States withholding tax at the time such Lender first becomes a party to this Agreement or changes its Applicable Lending
Office, (iii) any backup withholding tax imposed by the United States (or any state or locality thereof) on a Lender or the Administrative Agent, and (iv) any taxes imposed by FATCA (all such nonexcluded taxes, duties, levies, imposts, deductions, charges, withholdings and liabilities being hereinafter referred to as “Taxes”). If any Loan Party shall be required by law to deduct any Taxes from or in respect of any sum payable hereunder or under any other Loan Document to any Lender or the Administrative Agent, (i) the sum payable shall be increased as necessary so that after making all such required deductions (including deductions applicable to additional sums payable under this Section 2.15(a)) such Lender or the Administrative Agent (as the case may be) receives an amount equal to the sum it would have received had no such deductions been made, (ii) such Loan Party shall make such deductions, (iii) such Loan Party shall pay the full amount deducted to the relevant taxation authority or other authority in accordance with applicable law and (iv) such Loan Party shall deliver to the Administrative Agent, for delivery to such Lender, the original or a certified copy of a receipt evidencing payment thereof. (b) Other Taxes. In addition, each Loan Party agrees to pay any and all present or future stamp or court or documentary taxes and any other excise or property taxes, or similar charges or levies, which arise from any payment made pursuant to this Agreement, any Note or any other Loan Document or from the execution, delivery, performance, registration or enforcement of, or otherwise with respect to, this Agreement, any Note or any other Loan Document (collectively, “Other Taxes”). (c) Indemnification. Each Loan Party agrees to jointly and severally indemnify each Lender and the Administrative Agent for the full amount of Taxes and Other Taxes (including, without limitation, any Taxes or Other Taxes imposed or asserted by any jurisdiction on
amounts payable under this Section 2.15(c)), whether or not correctly or legally asserted, paid by such Lender or the Administrative Agent (as the case may be) and any liability (including penalties, interest and expenses) arising therefrom or with respect thereto as certified in good faith to the Borrower by each Lender or the Administrative Agent seeking indemnification pursuant to this Section 2.15(c). This indemnification shall be paid within 15 days after such Lender or the Administrative Agent (as the case may be) makes demand therefor. 20

(d) Refunds or Credits. If a Lender or the Administrative Agent receives a refund, credit or other reduction from a taxation authority for any Taxes or Other Taxes for which it has been indemnified by any Loan Party or with respect to which any Loan Party has paid additional amounts pursuant to this Section 2.15, it shall within fifteen (15) days from the date of such receipt pay over the amount of such refund, credit or other reduction to the Borrower (but only to the extent of indemnity payments made or additional amounts paid by the Loan Parties under this Section 2.15 with respect to the Taxes or Other Taxes giving rise to such refund, credit or other reduction), net of all reasonable out- of-pocket expenses of such Lender or the Administrative Agent (as the case may be) and without interest (other than interest paid by the relevant taxation authority with respect to such refund, credit or other reduction); provided, however, that each Loan Party agrees to repay, upon the request of such Lender or the Administrative Agent (as the case may be), the amount paid over to the Borrower (plus penalties, interest or other charges) to such Lender or the Administrative Agent in the event such Lender or the Administrative Agent is required to repay such refund or credit to such taxation authority. (e) Tax Forms and Certificates. (i) Any Lender that is a “United States person” within the meaning of Section 7701(a)(30) of the Code shall deliver to the Borrower on or about the date on which such Lender becomes a Lender under this Agreement, at any time such Lender changes its Applicable Lending Office and from time to time thereafter upon the reasonable request of the Borrower, executed copies of IRS Form W-9 certifying that such Lender is exempt from U.S. federal backup withholding tax; (ii) any Lender that is not a “United States person” within the meaning of Section 7701(a)(3) of the Code (a “Non-U.S. Lender”) shall, to the extent it is legally entitled to do so
deliver to Borrower (in such number of copies as shall be requested by the recipient) on or about the date on which such Non- U.S. Lender becomes a Lender under this Agreement, at any time such Lender changes its Applicable Lending Office and from time to time thereafter upon the reasonable request of the Borrower, whichever of the following is applicable: (A) in the case of a Non-U.S. Lender claiming the benefits of an income tax treaty to which the United States is a party (x) with respect to payments of interest under any Loan Document, executed copies of IRS Form W-8BEN or IRS Form W-8BEN-E establishing an exemption from, or reduction of, U.S. federal withholding Tax pursuant to the “interest” article of such tax treaty and (y) with respect to any other applicable payments under any Loan Document, IRS Form W-8BEN or IRS Form W-8BEN-E establishing an exemption from, or reduction of, U.S. federal withholding Tax pursuant to the “business profits” or “other income” article of such tax treaty; (B) executed copies of IRS Form W-8ECI; (C) in the case of a Non-U.S. Lender claiming the benefits of the exemption for portfolio interest under Section 881(c) of the Code, (x) a certificate substantially in the form of Exhibit D-1 to the effect that such Non-U.S. Lender is not a “bank” within the meaning of Section 881(c)(3)(A) of the Code, a “10 percent shareholder” of the Borrower within the meaning of Section 871(h)(3)(B) of the Code, or a “controlled foreign corporation” related to the Borrower as described in Section 881(c)(3)(C) of the Code (a “U.S. Tax Compliance Certificate”) and (y) executed copies of IRS Form W-8BEN or IRS Form W-8BEN-E; or (D) to the extent a Non-U.S. Lender is not the beneficial owner, executed copies of IRS Form W-8IMY, accompanied by IRS Form W-8ECI, IRS Form W-8BEN, IRS Form W-8BEN-E, a U.S. Tax Compliance Certificate substantially in the form of Exhibit D-2 or D-3, IRS Form W
9, and/or other certification documents from each beneficial owner, as applicable; provided that if the Non-U.S. Lender is a partnership and one or more direct or indirect partners of such Foreign Lender are claiming the portfolio interest exemption, such Non-U.S. Lender may provide a U.S. Tax Compliance Certificate substantially in the form of Exhibit D-4 on behalf of each such direct and indirect partner; (iii) any Non-U.S. Lender shall, to the extent it is legally entitled to do so, deliver to the Borrower (in such number of copies as shall be requested by the recipient) on or about the date which such Non-U.S. Lender becomes a Lender under this Agreement, at any time such Lender changes its Applicable Lending Office and from time to time thereafter upon the reasonable request of the Borrower), executed copies of any other form prescribed by applicable law as a basis for claiming exemption from or a reduction in U.S. federal withholding tax, duly completed, together with such supplementary documentation as may be prescribed by applicable law to permit the Borrower to 21

determine the withholding or deduction r~uired to be ma::le; aid (iv) if a payment ma::le to a Lendeunde- a,y Loan Document would be subject to U.S. federal withholding tax imposed by FATCA if such
Lender were to fail to COOl)ly with the~plicoole reporting r~uirementsof FATCA (induding those
contained in Section 1471(b) or 1472(b) of the Code, as~licoole), such Lender s,all deliver to the
Borrower a the ti me or ti mes prescribed by IaN a,d at such ti me or ti mes re:aronool y r~uested by the
Borrower such documentation prescribed by ~Ii cool e IaN (ind udi ng as preocri bed by Section
1471(b)(3)(C)(i) of the Code) aid such a::lditional documentaion re:aronooly r~uested by the Borrower
as may be necessay for the Borrower to comply with itsobligaionsunder FATCA aid to determine
that such Lender has complied with such Lender' s obligations under FATCA or to determine the
a-nount, if a,y, to deduct a,d withhold from such payment. Solely for purposes of cla.ise (iv),
"FATCA" shall include any a-nendments ma::le to FA TCA afte- the dcie of this Agreement.
(f)
Exclusions. No Loa, Pa1y s,all be r~uired to indemnify a,y Non-U.S. Lender, or to
pay a,y a::lditional a-nount to a,y Non-U .S. Lender, pursua,t to Sections2.15(a}. (.tll or .(g) in r8!:l)ect of
Taxes or Other Taxes to the extent that the obi igati on to indemnify or pay such additional a-nounts,
would not twearisen but for thefalureof such Non-U.S. Lender to COOl)ly with the provisions of
Section 2.15(e).
(g)
Mitigaion. If a,y Loan Party is r~uired to pay additional a-nounts to or for the account
of a,y Lende- pursua,t to this Section 2.15, then such Lender will use re:aronooleaforts (which s,all
include efforts to rebook the Loans held by such Lende- to a net. Applicoole Lending Office, or through
a,other braich or affiliaeof such Lender) to chaigethejuris:liction of itsApplicooleLending Office if,
in the good fath judgment of such Lender, such efforts (i) will elimimte or, if it is not possible to
el i mi nae, reduce to the greatest extent possible a,y such additional payment which may thereafter
accrue a,d (ii) is not otherwise disadva,tcgeous, in the oole determination of such Lender, to such
Lender. Any Lender cl a ming a,y indemnity payment or additional a-nounts payool e pursua,t to this
Section shall use re:aronoole efforts (consi&ent with legal a,d regulatory restrictions) to deliver to
Borrower a,y certificate or document re:aronool y r~uested in writing by the Borrower or to cha,ge the
juris:!iction of itsApplicoole Lending Office if the making of s..ich a filing or charlgewould avoid the
need for or reduce the a-noun! of a,y such indemnity payment or additional a-nounts that may there:tter
accrue a,d would not, in the sole determi ncii on of such Lender, be otherwise di sadvaita;:ieous to such
Lender.
(h)
Confidentiality. Nothing contained in this Section shal I r~ui re a,y Lender or the
Administrative Agent to make avaloolea,y of its tax returns (or a,y other information tha it deems to
be confidential or proprietary).
Section 2.16 Base Rate Loans Sub&iluted for Affected Euro-Dollar Loans. If (a) the obligation
of a,y Lender to make or mantain, or to convert outstaiding Loans to, Euro-Dollar Loans has been
suspended purs..ia,t to Section 2.13 or (b) a,y Lender hasdema,ded compensaion under Seciion 2.14(a)
with r8!:l)ect to its Euro-Dollar Loans a,d, in a,y such case, the Borrower s,all , by at least four (4)
Business Days' prior notice to such Lender through the Administrative Agent, have elected tha the
provisions of this Seciion shall ~ply to such Lender, then, unless and until such Lender notifies the
Borrower tha the circumsa,ces giving rise to such suspension or demaid for COOl)ensciion no longer
~ply:
(i)
all Loa,s which would otherwise be made by such Lender as (or continued as
or converted into) Euro-Dollar Loans shall in&ead be Base Rate Loa,s (on which intere& aid
pri nd pal shal I be payool e contempora,eousl y with the rel cied Euro Dollar Loans of the other
Lenders); aid
(ii)

ater eoch of its Euro-Dollar Loans has been repad, all payments of principal
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determine the withholding or deduction required to be made; and (iv) if a payment made to a Lender under any Loan Document would be subject to U.S. federal withholding tax imposed by FATCA if such Lender were to fail to comply with the applicable reporting requirements of FATCA (including those contained in Section 1471(b) or 1472(b) of the Code, as applicable), such Lender shall deliver to the Borrower at the time or times prescribed by law and at such time or times reasonably requested by the Borrower such documentation prescribed by applicable law (including as prescribed by Section 1471(b)(3)(C)(i) of the Code) and such additional documentation reasonably requested by the Borrower as may be necessary for the Borrower to comply with its obligations under FATCA and to determine that such Lender has complied with such Lender’s obligations under FATCA or to determine the amount, if any, to deduct and withhold from such payment. Solely for purposes of clause (iv), “FATCA” shall include any amendments made to FATCA after the date of this Agreement. (f) Exclusions. No Loan Party shall be required to indemnify any Non-U.S. Lender, or to pay any additional amount to any Non-U.S. Lender, pursuant to Sections 2.15(a), (b) or (c) in respect of Taxes or Other Taxes to the extent that the obligation to indemnify or pay such additional amounts, would not have arisen but for the failure of such Non-U.S. Lender to comply with the provisions of Section 2.15(e). (g) Mitigation. If any Loan Party is required to pay additional amounts to or for the account of any Lender pursuant to this Section 2.15, then such Lender will use reasonable efforts (which shall include efforts to rebook the Loans held by such Lender to a new Applicable Lending Office, or through another branch or affiliate of such Lender) to change the jurisdiction of its Applicable Lending Office if, in the good faith judgment of such Lender, such efforts (i) will eliminate or,
if it is not possible to eliminate, reduce to the greatest extent possible any such additional payment which may thereafter accrue and (ii) is not otherwise disadvantageous, in the sole determination of such Lender, to such Lender. Any Lender claiming any indemnity payment or additional amounts payable pursuant to this Section shall use reasonable efforts (consistent with legal and regulatory restrictions) to deliver to Borrower any certificate or document reasonably requested in writing by the Borrower or to change the jurisdiction of its Applicable Lending Office if the making of such a filing or change would avoid the need for or reduce the amount of any such indemnity payment or additional amounts that may thereafter accrue and would not, in the sole determination of such Lender, be otherwise disadvantageous to such Lender. (h) Confidentiality. Nothing contained in this Section shall require any Lender or the Administrative Agent to make available any of its tax returns (or any other information that it deems to be confidential or proprietary). Section 2.16 Base Rate Loans Substituted for Affected Euro-Dollar Loans. If (a) the obligation of any Lender to make or maintain, or to convert outstanding Loans to, Euro-Dollar Loans has been suspended pursuant to Section 2.13 or (b) any Lender has demanded compensation under Section 2.14(a) with respect to its Euro-Dollar Loans and, in any such case, the Borrower shall, by at least four (4) Business Days’ prior notice to such Lender through the Administrative Agent, have elected that the provisions of this Section shall apply to such Lender, then, unless and until such Lender notifies the Borrower that the circumstances giving rise to such suspension or demand for compensation no longer apply: (i) all Loans which would otherwise be made by such Lender as (or continued as or converted into) Euro-Dollar Loans shall instead be Base Rate Loans (on which interest and principal shall be payable
contemporaneously with the related Euro Dollar Loans of the other Lenders); and (ii) after each of its Euro-Dollar Loans has been repaid, all payments of principal 22

that would othawi se be <l)pl i ed to repay such L 001s shal I i nsteed be <l)pl i ed to repay its Base
RateLoa,s.
If such Lender notifies the Borrower that thecircumstaicesgivi ng rise to such notice no longer <l)ply, the
principal anount of ea:::h such Base Ra'.eL001 shall be converted into a Euro-Doll a- Loa, on the first day
of the next succeeding Interest Period <l)plica:>leto the related Euro-Doll a- Loa,s of the other Lenders.
ARTICLE Ill
CONDITIONS
Section 3.01 Conditions to Closing. The effectiveness of this Agreement and the obligation of
ea:::h Lender to mal<ea Loa, on the Effective Dae hereunder is subject to the satisfaction of the following
conditions:
(a)
This Agreement. The Admi ni stra'.ive Agent shal I have received counterparts heroof
signed by ea:::h of the parties hereto (or, in the case of a,y party as to which a, executed counterpart
shal l not have been received, receipt by theAdministrativeAgent in form satisfactory to it of
tel egr<l)hi c, tel ex, f acsi mi Ie or other written confirmation from such party of execution of a counterpart
heroof by such party).
(b)
Notes. On or prior to the Effective Date, theAdministrc:tiveAgent shall have received a
duly executed Note for the account of ea:::h Lender requesting delivery of a Note pursua,t to Section

2.04.
(c)
Offi cers' Certificate. The Administrative Agent shal l have received acertifica'.eda'.ed
the Effective Date signed on belhalf of eoch Loa, Party by a,y Authorized Officer of such Loa, Party
stating that (A) on the Effective Date and after giving effect to the Loa1s being made or iSSJed on the
Effective Date, no Default sial I have occurred and be continuing, aid (B) the representat;i ons aid
wa-raities of such Loa, Party contaned in the Loa, Documents a-e true aid correct on aid as of the
Effective Date, except to the extent that such representa'.i ons aid wa-raiti es Epeci f i cal Iy rE!er to a,
ea-Iier date in which case they were true aid correct as of such earl ier da'.e.
(d)
Secreta1y's Certificates. On the Effective Date, the Administrative Agent shall have
received (i) a certifica:e of the Secretary of Sta'.e (or equivalent body) of the juriooiction of
incorpora'.ion da'.ed as of a recent da'.e, as to the good staiding of eoch Loa, Party aid (ii) a certificate
of the Secretary or a, Assistait Secretary of eoch Loa, Party dated the Effective Date aid certifying (A)
that citached thereto is a true, correct aid corrplete copy of (x) the articles of incorpora'.ion of such
Loa1 Party certified by the Secretary of State (or equivalent body) of the juriooiction of incorporation
of such Loa, Party aid (y) thebyla,vsof such Loa, Party, (B) astotheabsenceof diss:>lution or
Ii qui da'.i on proceedings by or aga nst such Loa, Party, (C) tha'. attached thereto is a true, correct aid
corrpl ete copy of reool uti ons a::lq::>ted by the boa-d of di rectors of such Loa, Party authorizing the
execution, delivery aid performa,ceof the Loa, Documents to which such Loa1 Party isa party and
ea:::h other document delivered in connection herewith or therewith aid that such reoolutions have not
been anended and a-e in full force and effect on the date of such certifica'.e aid (D) as to the
i ncuni>ency aid i:peci men si gna'.ures of ea:::h officer of such Loa, Party executing the Loa, Documents
to which such L 001 Party is a party or a,y other document delivered in connection herewith or
therewith.
Opinions of Counsel. On the Effective Da'.e, the Administrative Agent sial I have
(e)
received from counsel to the Loa, Parties, q::>i ni ons a::ldressoo to the Admi ni stra'.i ve Agent aid ea:::h
Lender, da'.ed the Effective Date, substaitially in the form of Exhibit C hereto.
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that would otherwise be applied to repay such Loans shall instead be applied to repay its Base Rate Loans. If such Lender notifies the Borrower that the circumstances giving rise to such notice no longer apply, the principal amount of each such Base Rate Loan shall be converted into a Euro-Dollar Loan on the first day of the next succeeding Interest Period applicable to the related Euro-Dollar Loans of the other Lenders. ARTICLE III CONDITIONS Section 3.01 Conditions to Closing. The effectiveness of this Agreement and the obligation of each Lender to make a Loan on the Effective Date hereunder is subject to the satisfaction of the following conditions: (a) This Agreement. The Administrative Agent shall have received counterparts hereof signed by each of the parties hereto (or, in the case of any party as to which an executed counterpart shall not have been received, receipt by the Administrative Agent in form satisfactory to it of telegraphic, telex, facsimile or other written confirmation from such party of execution of a counterpart hereof by such party). (b) Notes. On or prior to the Effective Date, the Administrative Agent shall have received a duly executed Note for the account of each Lender requesting delivery of a Note pursuant to Section 2.04. (c) Officers’ Certificate. The Administrative Agent shall have received a certificate dated the Effective Date signed on behalf of each Loan Party by any Authorized Officer of such Loan Party stating that (A) on the Effective Date and after giving effect to the Loans being made or issued on the Effective Date, no Default shall have occurred and be continuing, and (B) the representations and warranties of such Loan Party contained in the Loan Documents are true and correct on and as of the Effective Date, except to the extent that such representations and warranties specifically refer to an earlier date in which case they were true and correct as of such earlier date. (d) Secretary’s Certificates. On the
Effective Date, the Administrative Agent shall have received (i) a certificate of the Secretary of State (or equivalent body) of the jurisdiction of incorporation dated as of a recent date, as to the good standing of each Loan Party and (ii) a certificate of the Secretary or an Assistant Secretary of each Loan Party dated the Effective Date and certifying (A) that attached thereto is a true, correct and complete copy of (x) the articles of incorporation of such Loan Party certified by the Secretary of State (or equivalent body) of the jurisdiction of incorporation of such Loan Party and (y) the bylaws of such Loan Party, (B) as to the absence of dissolution or liquidation proceedings by or against such Loan Party, (C) that attached thereto is a true, correct and complete copy of resolutions adopted by the board of directors of such Loan Party authorizing the execution, delivery and performance of the Loan Documents to which such Loan Party is a party and each other document delivered in connection herewith or therewith and that such resolutions have not been amended and are in full force and effect on the date of such certificate and (D) as to the incumbency and specimen signatures of each officer of such Loan Party executing the Loan Documents to which such Loan Party is a party or any other document delivered in connection herewith or therewith. (e) Opinions of Counsel. On the Effective Date, the Administrative Agent shall have received from counsel to the Loan Parties, opinions addressed to the Administrative Agent and each Lender, dated the Effective Date, substantially in the form of Exhibit C hereto. 23

(f)
Consents. All necessay governmental (domestic or foreign), regulatory aid third pa1y
~prov al s, if aiy, aithori zing borrowings hereunder in connection with the traiSccii ons conterrpl atoo
by thisAgreanent aid the other Loai Documentsshal have been obtanoo aid rernan in full force aid
Effect, in eoch case without criy cdion being tal<en by aiy competent a.Jthority which could restran or
prevent such trcriSccii on or impose, in the rearonal:ll e judgment of the Admi ni strati ve Agent, material Iy
adverse conditions upon the consummation of such traiSccii ons.
(g)
Payment of Fees. All costs, fees crid expenses due to the Administrative Agent, the
Arraiger aid the Lenders ocauoo through the Effective Date shal I have been pad in ful I.
(h)
Counsel Fees. The Administrative Agent shall have roceivoo full payment from the
Borrower of the fees aid expenses of Winston & Stra.Nn LLPdes::riboo in Section 8.03 which a-ebilloo
through the Effective Date crid which have been invoicoo one Business Day prior to the EffectiveDate.
Section 3.02 Conditions to All Crooit Events. The obligation of aiy Lender to mal<e aiy Loai
hereunder is subject to the satisfcdion of the following conditions:
(a)

roceipt by theAdministrativeAgent of a Notice of Borrowing as r~uiroo by Section

2.02;
(b)
the fed that, immooiately bEfore aid after giving Effect to such Crooit Event, no DEfailt
shall haveoccurroo aid be continuing; aid
(c)
the f cd that the r~resentati ons and wa-rcriti es of the L oai Pa-ti es conta noo in this
Agreanent aid the other Loai Documentsshal betruecrid correct on aid asof the date of such Crooit
Event, exCEpt to the extent that such r~resentations crid wa-raities ~ecifically rEfer to cri ea-lier date,
in which case they were true aid correct as of such ea-Ii er date crid exCEpt for the r~resentati ons in
Section 4.04(c). Section 4.05, Section 4.13 crid Section 4.14(a), which shal be deanoo only to relate to
the matters referroo to therein on aid asof the Effective Date.
Each Crooi t Event under this Agreanent sha I be deanoo to be a r~resentai on aid wa-rcrity by the
Loai Pa-ties on the date of such Crooit Event asto thefcds~ecifioo in clauses(b) aid (c) of this Section.
ARTICLE IV
REPRESENTATIONSAND WARRANTIES
The Gua-critor r~resents aid wa-rcrits that, crid as to the Borrower, the Borrower r~resents aid
wa-rcrits that:
Section 4.01 Status. The Borrower is a corporation duly orgaiizoo, validly existing crid in good
staidi ng under the Ia.NS of the State of Del a.Na-e aid has the corporate a.Jthori ty to exOOJte aid deliver
thisAgreanent aid eoch other Loai Document to which it isapa1y crid perform itsobligationshereunder
aid thereunder. The Gua-aitor is a corporation duly orgcriizoo, validly existing aid in good staiding
under the laws of the Commonwealth of Pennsylvcriia aid has the corporate authority to exOOJte aid
del iver thisAgreanent aid eoch other Loai Document to which it isapa1y aid perform its obligations
hereunder crid thereunder.
Section 4.02 Authority: No Conflict. TheexOOJtion, deli very aid performcriceby eoch Loai Pa-ty
of thisAgreanent crid eoch other Loai Document to which it isa pa1y have been duly a.Jthorizoo by all
necessay corporate cdion aid do not violate(i) aiy provision of laN or regulation, or aiy dEO"ee, order,
writ or judgment, (ii) aiy provision of its a1icles of incorporation or bylaws, or (iii) res.1lt in the breoch
of or constitute adEfault under criy indenture or other agreanent or instrument to which such Loai Pa-ty
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(f) Consents. All necessary governmental (domestic or foreign), regulatory and third party approvals, if any, authorizing borrowings hereunder in connection with the transactions contemplated by this Agreement and the other Loan Documents shall have been obtained and remain in full force and effect, in each case without any action being taken by any competent authority which could restrain or prevent such transaction or impose, in the reasonable judgment of the Administrative Agent, materially adverse conditions upon the consummation of such transactions. (g) Payment of Fees. All costs, fees and expenses due to the Administrative Agent, the Arranger and the Lenders accrued through the Effective Date shall have been paid in full. (h) Counsel Fees. The Administrative Agent shall have received full payment from the Borrower of the fees and expenses of Winston & Strawn LLP described in Section 8.03 which are billed through the Effective Date and which have been invoiced one Business Day prior to the Effective Date. Section 3.02 Conditions to All Credit Events. The obligation of any Lender to make any Loan hereunder is subject to the satisfaction of the following conditions: (a) receipt by the Administrative Agent of a Notice of Borrowing as required by Section 2.02; (b) the fact that, immediately before and after giving effect to such Credit Event, no Default shall have occurred and be continuing; and (c) the fact that the representations and warranties of the Loan Parties contained in this Agreement and the other Loan Documents shall be true and correct on and as of the date of such Credit Event, except to the extent that such representations and warranties specifically refer to an earlier date, in which case they were true and correct as of such earlier date and except for the representations in Section 4.04(c), Section 4.05, Section 4.13 and Section 4.14(a), which shall be deemed only to relate to the matters referred to therein on and as of the
Effective Date. Each Credit Event under this Agreement shall be deemed to be a representation and warranty by the Loan Parties on the date of such Credit Event as to the facts specified in clauses (b) and (c) of this Section. ARTICLE IV REPRESENTATIONS AND WARRANTIES The Guarantor represents and warrants that, and as to the Borrower, the Borrower represents and warrants that: Section 4.01 Status. The Borrower is a corporation duly organized, validly existing and in good standing under the laws of the State of Delaware and has the corporate authority to execute and deliver this Agreement and each other Loan Document to which it is a party and perform its obligations hereunder and thereunder. The Guarantor is a corporation duly organized, validly existing and in good standing under the laws of the Commonwealth of Pennsylvania and has the corporate authority to execute and deliver this Agreement and each other Loan Document to which it is a party and perform its obligations hereunder and thereunder. Section 4.02 Authority; No Conflict. The execution, delivery and performance by each Loan Party of this Agreement and each other Loan Document to which it is a party have been duly authorized by all necessary corporate action and do not violate (i) any provision of law or regulation, or any decree, order, writ or judgment, (ii) any provision of its articles of incorporation or bylaws, or (iii) result in the breach of or constitute a default under any indenture or other agreement or instrument to which such Loan Party 24

isapaiy.
Senion 4.03 Legality: Etc. This Agreement ald ea::h other Loa, Document (other tha, the Notes)
to which ruch L001 Pa1y isapaiy constitute the legal , valid aid binding obligations of ruch Loa, Pa-ty,
md the Notes, when exocuted md delivered in a::cordmce with this Agreement, will constitute legal ,
valid md binding obligaions of the Borrower, in ea::h case enforceoole ~anst the Borrower in
occordmce with their terms except to the extent limited by (a) bcl"lkruptcy, insolvency, fraidulent
conveymce or reorga,ization la.vs or by other simi la la.vs relaing to or ctfe::ting the enforceroility of
creditors' rights generall y and by general equitableprinciples which may limit the ri ght to obtain equitable
remedies regcrdless of whether enforcanent is considered in a proceeding of lw or equity or {b) my
~plica::>lepubl icpolicy on enforceooility of provisions relating to contribution md indemnifiraion.
Senion 4.04

Finmcial Condition.

(a)
Audited Fi nmci al Statements. The consol idaed bal mce sheet of the Gucrmtor md its
Consoli dcted Subsi di cries as of Docember 31 , 2019 md the related consolidated staements of income
md cash flows for thefioca yea- then ended, reported on by Deloitte & Touche LLP, copies of which
have been delivered to ea::h of the Administrative Agent md the Lenders, farly present, in conformity
with GAAP, the consolidated finmcial position of theGucrmtor md itsConsol idaed Subsidicriesasof
such date ald thei r consolidated rerults of operaions md cash flows for such fi oca yea-.
{b)

(Intentional ly Omitted) .

(c)
Material Adverse Chmge. Since Docember 31 , 2019 there has been no chmge in the
busi ness, assets, fi na,ci al condition or operations of the Guaa,tor md its Consoli daed Subsi di cries,
considered as a whole tha would materially md a::lversay affoct the Gucraitor's ability to perform my
of its obi igaions under this Agreement, the Notes or the other L001 Documents. Si nee Docember 31 ,
2019 there has been no chaige in the business, assets, finaicial condition or operaionsof the Borrower
that would materially ald a::lversay affoct the Borrower's ability to perfonn any of its obi igaions under
this Agreement, the Notes or the other L001 Documents.
Senion4.05 Litigaion. Except asdioclosed inor conternplaed by theGucraitor's Annual Report
on Form 10-K filed with the SEC for thefioca yea- ended Docember 31 , 2019 or my rubsequent report
of the Gucrmtor filed with the SEC on Form 10-K, 10-Q or 8-K, or as otherwise dis::losed in writing to
the Administrative Agent aid ea::h Lender prior to the Effe::tive Dae, no litigation, crbitration or
a::lministrctiveproceeding ~anst theGucrmtor or my of itsSubsidicriesispending or, totheGucrmtor's
knowIedge, threatened, which would reaoonrol y be expe::ted to material Iy ald a::lversa y ctf e::t the roi Ii ty
of a,y L001 Pa-ty to perform a,y of its obligaions under this Agreement, the Notes or the other Loa,
Documents. There is no litigation, crbitraion or a::lministraiveproceeding pending or, to the knowledge
of a,y Loa, Pa-ty, threatened which questions the validity of thisAgreement or the other Loa, Documents
to which it isapaiy.
Senion 4.06 No V iolciion. Nopai of the proceeds of theborrowingsby hereunder will be used,
di re::tl y or i ndi re::tl y by the Borrower for the purpose of purchasing or ccrryi ng a,y "margin stock" within
the mea,i ng of Regul a i on U of the Bocrd of Governors of the Federal Reserve System, or for my other
purpose which violaes, or which conflicts with, the provisions of Regulations U or X of sad Bocrd of
Governors. The Borrower is not eng~ed principally, or as one of its importcrit octivities, in the business
of extending credit for the purpose of purchasing or carrying any such "margin stock".
Senion 4.07 ERISA. Eoch member of the ERISA Group has fulfil led its obl igations under the
mini mum funding stcridcrds of ERi SA crid the Internal Re,,enue Code with respe::t to ea::h Material Pl a,
md is in complia,ce in all material respocts with the presently ~lica::>le provisions of ERISA md the
25

is a party. Section 4.03 Legality; Etc. This Agreement and each other Loan Document (other than the Notes) to which such Loan Party is a party constitute the legal, valid and binding obligations of such Loan Party, and the Notes, when executed and delivered in accordance with this Agreement, will constitute legal, valid and binding obligations of the Borrower, in each case enforceable against the Borrower in accordance with their terms except to the extent limited by (a) bankruptcy, insolvency, fraudulent conveyance or reorganization laws or by other similar laws relating to or affecting the enforceability of creditors’ rights generally and by general equitable principles which may limit the right to obtain equitable remedies regardless of whether enforcement is considered in a proceeding of law or equity or (b) any applicable public policy on enforceability of provisions relating to contribution and indemnification. Section 4.04 Financial Condition. (a) Audited Financial Statements. The consolidated balance sheet of the Guarantor and its Consolidated Subsidiaries as of December 31, 2019 and the related consolidated statements of income and cash flows for the fiscal year then ended, reported on by Deloitte & Touche LLP, copies of which have been delivered to each of the Administrative Agent and the Lenders, fairly present, in conformity with GAAP, the consolidated financial position of the Guarantor and its Consolidated Subsidiaries as of such date and their consolidated results of operations and cash flows for such fiscal year. (b) [Intentionally Omitted]. (c) Material Adverse Change. Since December 31, 2019 there has been no change in the business, assets, financial condition or operations of the Guarantor and its Consolidated Subsidiaries, considered as a whole that would materially and adversely affect the Guarantor’s ability to perform any of its obligations under this Agreement, the Notes or the other Loan Documents. Since December 31, 2019 there
has been no change in the business, assets, financial condition or operations of the Borrower that would materially and adversely affect the Borrower’s ability to perform any of its obligations under this Agreement, the Notes or the other Loan Documents. Section 4.05 Litigation. Except as disclosed in or contemplated by the Guarantor’s Annual Report on Form 10-K filed with the SEC for the fiscal year ended December 31, 2019 or any subsequent report of the Guarantor filed with the SEC on Form 10-K, 10-Q or 8-K, or as otherwise disclosed in writing to the Administrative Agent and each Lender prior to the Effective Date, no litigation, arbitration or administrative proceeding against the Guarantor or any of its Subsidiaries is pending or, to the Guarantor’s knowledge, threatened, which would reasonably be expected to materially and adversely affect the ability of any Loan Party to perform any of its obligations under this Agreement, the Notes or the other Loan Documents. There is no litigation, arbitration or administrative proceeding pending or, to the knowledge of any Loan Party, threatened which questions the validity of this Agreement or the other Loan Documents to which it is a party. Section 4.06 No Violation. No part of the proceeds of the borrowings by hereunder will be used, directly or indirectly by the Borrower for the purpose of purchasing or carrying any “margin stock” within the meaning of Regulation U of the Board of Governors of the Federal Reserve System, or for any other purpose which violates, or which conflicts with, the provisions of Regulations U or X of said Board of Governors. The Borrower is not engaged principally, or as one of its important activities, in the business of extending credit for the purpose of purchasing or carrying any such “margin stock”. Section 4.07 ERISA. Each member of the ERISA Group has fulfilled its obligations under the minimum funding standards of ERISA and the Internal Revenue Code with
respect to each Material Plan and is in compliance in all material respects with the presently applicable provisions of ERISA and the 25

Internal Revenue Code with respect to ea::h Material A a,, No manber of the ERi SA Group has (i) rought
a waver of the mini mum funding staiderd under Section 412 of the Internal Revenue Code in respect of
a,y Material Aa,, (ii) fa led to mal<e a,y contribution or payment to a,y Material Aai, or ma:le a,y
a11endment to a,y Material Aa,, which has resulted or could result in the imposition of a Lien or the
posting of a bond or other SEnJrity under ERISA or the Internal Revenue Code or (iii) incurred a,y
material liabi lity under Title IV of ERISA other tha, a liabi lity to the PBGC for premiums under Section
4007 of ERISA.
Section 4.08 Governmental Approvals. No authorization, consent or approval from a,y
Gova-nmental Authority is required for the execution, del ivery aid performa,ce by a,y Loan Paiy of
this Agreement, the Notes aid the other Loan Documents to which it is a pa-ty aid except such
authorizations, consents aid approvals as shall have been obtaned prior to the Effective Date and shal l
be in full force and effect.
Section 4.091 nvestment Compa,y Act. Neither the Borrower nor the Gueraitor is a, "investment
company" within the meaning of the Investment Compa,y Act of 1940, as a11ended.
Section 4.10 Tax Returns aid Payments. Each Loan Paiy has filed or ca.Jsed to be filed all
Fede-al, stcte, local and foreign income tax returns required to have been filed by it and has pad or ca.Jsed
to be pad al I income taxes shown to be due on such returns except income taxes that ere being contested
in good fath by appropriateproceedingsand for which such Loan Paiy shall have set a:;ide on its books
appropriate reserves with respect thereto in a::corda,ce with GAAP or that would not rearonably be
expected to have a Material Adverse Effect.
Section 4.11 Complia,cewith La.vs. (a) To the knowledge of theGueraitor, theGuera,tor aid
its Mcterial Subsidia-ies ere in compl ia,ce with all applicable la.vs, regulations and orders of a,y
Governmental Authority, domestic or foreign, in respect of the conduct of their respective businesses aid
the ownership of their respective property (induding, without limitation, corrplia,ce with all applicable
ERISA aid Environmental La.vs aid the requirements of a,y permits issued unda- such Environmental
La.vs), except to the extent (i) a,y alleged non-corrplia,ce is being contested in good fath by appropricte
proceedings or (ii) such non-complia,ce would not rearonably be expected to mcterially aid a:lversely
affect the ability of the Loan Pa-ties to perform a,y of their respective obligations under this Agreement,
the Notes or a,y other Loan Document to which they ere a pa-ty; aid (b) To the knowledge of the
Borrowa-, the Borrowa- is in complia,ce with all appl icable la.vs, regulctions aid orda-s of a,y
Governmental Authority, domestic or foreign, in respect of the conduct of its business, except to the extent
(i) a,y alleged non-complia,ce is being contested in good fath by appropriate proceedings or (ii) such
non-compliaice would not rearonably be expected to material ly aid adversely affect the ability of the
Borrower to perform a,y of itsobl igationsunder this Agreement, the Notes or a,y other Loan Document
to which it isapa-ty.
Section 4.12 No Default. No Detault has occurred a,d is continuing.
Section 4.13 Environmental M atta-s.
(a)
Except (x) asdiooosed in or contemplated by the Guarantor's Annual Report on Form
10-K filed with the SEC for the fiscal yea- ended December 31, 2019, or in a,y subsequent report of
theGua-aitor filed with the SEC on Form 10-K, 10-Q or 8-K or asotherwisediooosed in writing to the
Administrative AgElf'lt aid ea:11 Lender, or (y) to the extent that the liabilities of the Gua-aitor and its
Subsi di eri es, tal<en as a whole, thct rel ate to or could rearonabl y be expected to resul I from the matta-s
referred to in dauses (i) through (iii) below of this Section 4.13(a), indusive, would not rearonably be
expected to result in a Material Adverse Effect:
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Internal Revenue Code with respect to each Material Plan. No member of the ERISA Group has (i) sought a waiver of the minimum funding standard under Section 412 of the Internal Revenue Code in respect of any Material Plan, (ii) failed to make any contribution or payment to any Material Plan, or made any amendment to any Material Plan, which has resulted or could result in the imposition of a Lien or the posting of a bond or other security under ERISA or the Internal Revenue Code or (iii) incurred any material liability under Title IV of ERISA other than a liability to the PBGC for premiums under Section 4007 of ERISA. Section 4.08 Governmental Approvals. No authorization, consent or approval from any Governmental Authority is required for the execution, delivery and performance by any Loan Party of this Agreement, the Notes and the other Loan Documents to which it is a party and except such authorizations, consents and approvals as shall have been obtained prior to the Effective Date and shall be in full force and effect. Section 4.09 Investment Company Act. Neither the Borrower nor the Guarantor is an “investment company” within the meaning of the Investment Company Act of 1940, as amended. Section 4.10 Tax Returns and Payments. Each Loan Party has filed or caused to be filed all Federal, state, local and foreign income tax returns required to have been filed by it and has paid or caused to be paid all income taxes shown to be due on such returns except income taxes that are being contested in good faith by appropriate proceedings and for which such Loan Party shall have set aside on its books appropriate reserves with respect thereto in accordance with GAAP or that would not reasonably be expected to have a Material Adverse Effect. Section 4.11 Compliance with Laws. (a) To the knowledge of the Guarantor, the Guarantor and its Material Subsidiaries are in compliance with all applicable laws, regulations and orders of any
Governmental Authority, domestic or foreign, in respect of the conduct of their respective businesses and the ownership of their respective property (including, without limitation, compliance with all applicable ERISA and Environmental Laws and the requirements of any permits issued under such Environmental Laws), except to the extent (i) any alleged non-compliance is being contested in good faith by appropriate proceedings or (ii) such non-compliance would not reasonably be expected to materially and adversely affect the ability of the Loan Parties to perform any of their respective obligations under this Agreement, the Notes or any other Loan Document to which they are a party; and (b) To the knowledge of the Borrower, the Borrower is in compliance with all applicable laws, regulations and orders of any Governmental Authority, domestic or foreign, in respect of the conduct of its business, except to the extent (i) any alleged non-compliance is being contested in good faith by appropriate proceedings or (ii) such non-compliance would not reasonably be expected to materially and adversely affect the ability of the Borrower to perform any of its obligations under this Agreement, the Notes or any other Loan Document to which it is a party. Section 4.12 No Default. No Default has occurred and is continuing. Section 4.13 Environmental Matters. (a) Except (x) as disclosed in or contemplated by the Guarantor’s Annual Report on Form 10-K filed with the SEC for the fiscal year ended December 31, 2019, or in any subsequent report of the Guarantor filed with the SEC on Form 10-K, 10-Q or 8-K or as otherwise disclosed in writing to the Administrative Agent and each Lender, or (y) to the extent that the liabilities of the Guarantor and its Subsidiaries, taken as a whole, that relate to or could reasonably be expected to result from the matters referred to in clauses (i) through (iii) below of this Section 4.13(a), inclusive, would not reasonably be expected
to result in a Material Adverse Effect: 26

(i)
no notice, notificaion, citaion, rummons, corr-plaint or order has been receivro
by the Gua-a,tor or a,y of its Subsidia-ies, no penalty has been assessoo nor is a,y
investigation or review pending or, to the Gua-a1tor's or any of its Subsidia-ies' knowledge,
threatenro by a,y governmental or other entity with re:pect to a,y (A) allegro violation by or
licbil ity of theGua-a,tor or a,y of itsSubsidia-iesof or under a,y Environmental La.v, (B)
allegro failure by the Gua-a,tor or a,y of itsSubsidia-ies to havea,y environmental permit,
certificae, license, c;pproval, registration or aithorization re::iuirro in conna::tion with the
conduct of its business or (C) generation, storage, trectment, disposa, tra,sportaion or release
of Haza-dousSubsta,ces;
(ii)
to the Gua-a,tor's or any of its Subsidia-ies' knowledge, no Haza-dous Substa,ce
has been releasa:l (a7d no written notificaion of ruch release has been filro) (whether or not in a
r~ortcble or threshold pla,ning qua,tity) at, on or under a,y property now or previously ownro,
Ieasoo or operaro by the Gua-a,tor or a,y of its Subsi di a-i es; a7d
(iii)
no property now or previously ownro, leasa:l or operatro by the Gua-a,tor or
a,y of its Subsidia-ies or, to the Gua-a,tor's or any of its Subsidia-ies' knowledge, any property
to which the Gua-a,tor or a,y of its Subsidia-ies has, dira::tly or indira::tly, tramportro or
a-ra,gro for thetra,sportaion of a,y Haza-dous Substa,ces, is listro or, to the Gua-a,tor's or
a,y of its Subsidia-ies' knowledge, proposed for listing, on the National Priorities List
promul gctro purrua,t to the Comprehensive Environmental Response, Compensation a7d
Licbility Act of 1980, as amendro ("CERCLA"), on CERCLIS (as defined in CERCLA) or on
a,y simila- froeral, stae or foreign list of sites re::iuiring investigaion or clean-up.
(b)
Except as dis::losed in or contemplatro by the Gua-a,tor's Annual Report on Form 10-K
filro with the SEC for thefioca yea- endro Docember 31, 2019, or in a,y rubse:Juent r~ort of the
Gua-a,tor filro with the SEC on Form 10-K, 10-Q or 8-K or otherwise dis::losed in writing to the
Administrative Agent a,d m, Lender, to the Gua-a,tor's knowledge there are no Environmental
Licbilities Iha have resultro or could rearoncbly be expa::tro to result in a Material AdverseEffa::t.
(c)
For purposes of this Sa::tion 4.13, the terms "the Guarantor" and "Subsidiary" shall
include a,y business or business entity (including a corporation) which is a prrooces9Jr, in whole or in
part, of the Gua-a,tor or a,y of its Subsidiaries from the timeruch business or business entity becane a
Subsidiary of the Gua-a,tor.
Sa::tion 4.14

Material Subsidia-iesa,d Ownership.

(a) Asof the Effa::tive Dae, (i) Schroule4.14 states the name of m, of theGua-a,tor's
Maerial Subsidia-ies a,d its juriooiction or j uriooictions of orga,izaion or incorporation, as
appliccble, (ii) except asdis::losed in Schooule4.14, m1 ruch Subsidiary isa Wholly Ownro
Subsidiary of the Gua-a,tor, a,d (iii) m, of the Gua-a,tor' s Material Subsidia-ies is in good sta,ding
in the juriooiction or juriooictions of its orga,ization or incorporation, as appliccble, a,d has all
corporate or other orga,i zati onal powers to ca-ry on its businesses except where f ai I ure to do ro would
not rearoncbly be expa::tro to have a Maerial Adverse Effa::t.
(b) Eoch of the Gua-a,tor's Material Subsidia-ies is duly orga,izro or incorporatro a,d
validly existing under the la.vs of the juriooiction or juriooictionsof itsorga,izaion or incorporaion, as
c;ppl iccbl e.
Sa::tion 4.15 OFAC. None of the Borrower, the Gua-a,tor a,y Subsidia-y of the Gua-a,tor, nor,
to the knowlrogeof the Guara,tor or the Borrower, a,y dira::tor, officer, or Affiliate of the Borrower, the
Gua-a,tor or a,y of its Subsidia-ies: (i) is a Sa1ctioned Perron, (ii) has more tha, 10% of its assets in

27

(i) no notice, notification, citation, summons, complaint or order has been received by the Guarantor or any of its Subsidiaries, no penalty has been assessed nor is any investigation or review pending or, to the Guarantor’s or any of its Subsidiaries’ knowledge, threatened by any governmental or other entity with respect to any (A) alleged violation by or liability of the Guarantor or any of its Subsidiaries of or under any Environmental Law, (B) alleged failure by the Guarantor or any of its Subsidiaries to have any environmental permit, certificate, license, approval, registration or authorization required in connection with the conduct of its business or (C) generation, storage, treatment, disposal, transportation or release of Hazardous Substances; (ii) to the Guarantor’s or any of its Subsidiaries’ knowledge, no Hazardous Substance has been released (and no written notification of such release has been filed) (whether or not in a reportable or threshold planning quantity) at, on or under any property now or previously owned, leased or operated by the Guarantor or any of its Subsidiaries; and (iii) no property now or previously owned, leased or operated by the Guarantor or any of its Subsidiaries or, to the Guarantor’s or any of its Subsidiaries’ knowledge, any property to which the Guarantor or any of its Subsidiaries has, directly or indirectly, transported or arranged for the transportation of any Hazardous Substances, is listed or, to the Guarantor’s or any of its Subsidiaries’ knowledge, proposed for listing, on the National Priorities List promulgated pursuant to the Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended (“CERCLA”), on CERCLIS (as defined in CERCLA) or on any similar federal, state or foreign list of sites requiring investigation or clean-up. (b) Except as disclosed in or contemplated by the Guarantor’s Annual Report on Form 10-K filed with the SEC for the fiscal year ended December 31, 2019, or in any
subsequent report of the Guarantor filed with the SEC on Form 10-K, 10-Q or 8-K or otherwise disclosed in writing to the Administrative Agent and each Lender, to the Guarantor’s knowledge there are no Environmental Liabilities that have resulted or could reasonably be expected to result in a Material Adverse Effect. (c) For purposes of this Section 4.13, the terms “the Guarantor” and “Subsidiary” shall include any business or business entity (including a corporation) which is a predecessor, in whole or in part, of the Guarantor or any of its Subsidiaries from the time such business or business entity became a Subsidiary of the Guarantor. Section 4.14 Material Subsidiaries and Ownership. (a) As of the Effective Date, (i) Schedule 4.14 states the name of each of the Guarantor’s Material Subsidiaries and its jurisdiction or jurisdictions of organization or incorporation, as applicable, (ii) except as disclosed in Schedule 4.14, each such Subsidiary is a Wholly Owned Subsidiary of the Guarantor, and (iii) each of the Guarantor’s Material Subsidiaries is in good standing in the jurisdiction or jurisdictions of its organization or incorporation, as applicable, and has all corporate or other organizational powers to carry on its businesses except where failure to do so would not reasonably be expected to have a Material Adverse Effect. (b) Each of the Guarantor’s Material Subsidiaries is duly organized or incorporated and validly existing under the laws of the jurisdiction or jurisdictions of its organization or incorporation, as applicable. Section 4.15 OFAC. None of the Borrower, the Guarantor any Subsidiary of the Guarantor, nor, to the knowledge of the Guarantor or the Borrower, any director, officer, or Affiliate of the Borrower, the Guarantor or any of its Subsidiaries: (i) is a Sanctioned Person, (ii) has more than 10% of its assets in 27

Sa7ctioned Pa-oons or in Sa7ctioned Countries, or (i ii) da-ives more tha7 10% of its q::ierating income
from investments in, or transa;tions with Sa7ctioned Pa-oons or Sanctioned Countries. The proceoos of
any Loan will not be used, directly or indirectly, to fund any a::tivities or business of or with any
Sa7ctioned Pa-oon, or in any Sa7ctioned Country.

ARTICLE V
COVENANTS
Ea::h Loan Party ~ rees that from and after the Effective Dae:
Section 5.01 Information. The Loan Parties wil l del iver or cruse to be delivered to the Lenders
(it being unda-stood that the posting of the informction required in daises (a), .(Ql and ill of this Section
5.01 on the Borrower' s website or the Guarantor' s website (http://www.pplweb.com) or ma<ing such
informction avalableon lntralinks, SyndTra< (or similar service) shal l be deemed to beeffectivedeliva-y
to the Lenda-s):
(a)
Annual Financial Staements. Promptly when available and in any event within ten (10)
days afta- the dae such informaion is required to be delivered to the SEC (or, if the Guarantor is not a
Public Reporting Company, within one hundred and five (105) days afta- the end of eoch fi&:al yea- of
the Guarantor), a conoolidated balance sheet of the Guarantor and its Conool idated Subsidiaries asof the
end of such fi &:al yea- and the rel aed conool idated statements of income and cash flows for such fi &:al
yea- and aocompani ed by an q::ii ni on tha-eon by independent public accountants of recognized na:i onal
standing, which q::iinion shall statetha such conoolidaed financial staementspresent farly the
conool i daed financial position of the Guarantor and its Conool i dated Subsi diaries as of the date of such
financial statements and the results of their q::ierations for the period covered by such financial
statements in conformity with GAAP cpplied on a consistent basis.
(b)
Quarterly Financial Statements. Promptly when available and in any event within ten
(10) days after the date such information is requi red to be del ivered to the SEC (or, if the Guarantor is not
a Publ ic Reporting Company, within sixty (60) days afta- the end of eoch quarterly fi&:al period in eoch
fi&:al yea- of the Guarantor (other than the last quarterly fi&:al period of the Guarantor)), a conoolidated
balance shea of the Guarantor and its Conool idated Subsidiaries as of the end of such quarter and the
related conoolidated staements of income and cash flows for such fi&:al quarter, al l certified (subject to
normal yea--end audit adjustments) as to fa rness of presentation, GAAP and consistency by any
Authorized Officer of the Guarantor.
(c)
Officer's Certificate. Simultaneously with the deliva-y of e;och rel of financial
statements ref a-red to in subsections (a) and {Q} above, a certificate of any Authorized Officer of the
Guarantor, (i) setting forth in reasonable detal the calculaions required to establish compliance with
the requirements of Section 5.09 on the date of such financial staementsand (ii) stating whether there
exists on the date of such certifica:e any Ddailt and, if any Ddailt then exists, sa:ting forth thedetals
tha-eof and the a::tion which the cpplicable Loan Party is ta<ing or prq::ioses to ta<ewith respe:;t thereto.
(d} Defailt. Forthwith upon acquiring knowledge of the occurrence of any (i) Defailt or (i i)
Event of Defail t, in either case a certificate of an Authorized Officer of the cppl i cable Loan Party setting
forth the details tha-eof and the a::tion which the cpplicable Loan Party is t.i<ing or prq::ioses to take with
respect thereto.
(e)
Change in Borrower's Ratings. Promptly, upon any Authorized Officer obtaning
know!edge of any change in a Borrower' s Rating, a notice of such Borrower's Rating in effect aftagiving Effect to such change.
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Sanctioned Persons or in Sanctioned Countries, or (iii) derives more than 10% of its operating income from investments in, or transactions with Sanctioned Persons or Sanctioned Countries. The proceeds of any Loan will not be used, directly or indirectly, to fund any activities or business of or with any Sanctioned Person, or in any Sanctioned Country. ARTICLE V COVENANTS Each Loan Party agrees that from and after the Effective Date: Section 5.01 Information. The Loan Parties will deliver or cause to be delivered to the Lenders (it being understood that the posting of the information required in clauses (a), (b) and (f) of this Section 5.01 on the Borrower’s website or the Guarantor’s website (http://www.pplweb.com) or making such information available on IntraLinks, SyndTrak (or similar service) shall be deemed to be effective delivery to the Lenders): (a) Annual Financial Statements. Promptly when available and in any event within ten (10) days after the date such information is required to be delivered to the SEC (or, if the Guarantor is not a Public Reporting Company, within one hundred and five (105) days after the end of each fiscal year of the Guarantor), a consolidated balance sheet of the Guarantor and its Consolidated Subsidiaries as of the end of such fiscal year and the related consolidated statements of income and cash flows for such fiscal year and accompanied by an opinion thereon by independent public accountants of recognized national standing, which opinion shall state that such consolidated financial statements present fairly the consolidated financial position of the Guarantor and its Consolidated Subsidiaries as of the date of such financial statements and the results of their operations for the period covered by such financial statements in conformity with GAAP applied on a consistent basis. (b) Quarterly Financial Statements. Promptly when available and in any event within ten (10) days after the date such information is
required to be delivered to the SEC (or, if the Guarantor is not a Public Reporting Company, within sixty (60) days after the end of each quarterly fiscal period in each fiscal year of the Guarantor (other than the last quarterly fiscal period of the Guarantor)), a consolidated balance sheet of the Guarantor and its Consolidated Subsidiaries as of the end of such quarter and the related consolidated statements of income and cash flows for such fiscal quarter, all certified (subject to normal year-end audit adjustments) as to fairness of presentation, GAAP and consistency by any Authorized Officer of the Guarantor. (c) Officer’s Certificate. Simultaneously with the delivery of each set of financial statements referred to in subsections (a) and (b) above, a certificate of any Authorized Officer of the Guarantor, (i) setting forth in reasonable detail the calculations required to establish compliance with the requirements of Section 5.09 on the date of such financial statements and (ii) stating whether there exists on the date of such certificate any Default and, if any Default then exists, setting forth the details thereof and the action which the applicable Loan Party is taking or proposes to take with respect thereto. (d) Default. Forthwith upon acquiring knowledge of the occurrence of any (i) Default or (ii) Event of Default, in either case a certificate of an Authorized Officer of the applicable Loan Party setting forth the details thereof and the action which the applicable Loan Party is taking or proposes to take with respect thereto. (e) Change in Borrower’s Ratings. Promptly, upon any Authorized Officer obtaining knowledge of any change in a Borrower’s Rating, a notice of such Borrower’s Rating in effect after giving effect to such change. 28

(f)
&nlrities LaNs Filing. To the extent theGuaa,tor or the Borrower is a Public
Reporting Company, promptly when availoolea,d in a,y event within ten (10) days after the date such
informaion is required to be delivered to the SEC, a copy of any Form 10-K Report to the SEC and a
copy of a,y Form 10-Q Report to the SEC, and promptly upon the filing thereof, a,y other filings w ith
the SEC.
(g)
ERISA Metters. If a,d when a,y member of the ERISA Group: (i) gives or is required
to givenoticeto the PBGC of any " reportable event" (as defined in Sa::tion 4043 of ERISA) with
respect to a,y M ateri a Pl an which might constitute grounds for a termination of such Pl a, under Ti tie
IV of ERi SA, or knows that the pl an admi ni straor of any M aeri a Pl an has given or is required to give
notice of a,y such reportoole event, a copy of the notice of such reportoole event given or required to be
given to the PBGC; (ii) roceives, with re:pect to a,y Material Pia, that is a Multiemployer Plan, notice
of a,y complete or partial w ithdraNal liooility under Title IV of ERISA, or notice that any
Multiemployer Plan is in reorga,izaion, is insolvent or has been terminated, a copy of such notice; (i ii)
roceivesnoticefrom the PBGC under T itle IV of ERISA of an intent to terminate, imposem:ierial
l iooility (other than for premiums under Sa::tion 4007 of ERISA) in re:pect of, or appoint a trustee to
administer any Materia Plan, a copy of such notice; (iv) applies for a waiver of the minimum funding
standad under Sa::ti on 412 of the I nterna Revenue Code with respect to a M ateri a Pl an, a copy of such
applicaion; (v) gives notice of intent to terminatea,y Plan under Sa::tion 4041(c) of ERISA, a copy of
such notice and other information filed with the PBGC; (vi) gives notice of withdraNal from a,y Plan
pursuant to Sa::tion 4063 of ERISA; or (vii) fai ls to make any payment or contribution to any Plan or
makes any amendment to any Plan which has resulted or could result in the imposition of a Lien or the
posting of a bond or other security, a copy of such notice, a certificae of the chief accounting officer or
controller of the Borrower setting forth details as to such occurrence and action, if a,y, which the
Borrower or appl i cci:)I e member of the ERi SA Group is required or prq:>oses to take.
(h)
Other Information. From time to time such additiona financial or other informaion
regadi ng the fi na,ci a condition, results of q:>erati ons, properties, assets or business of the Guaantor or
any of its Subsidiaies as any Lender may reasonooly request.
Each Loan Paiy ha"eby acknowledges that (a) the Administrative Agent will make
availoole to the Lenders maerials and/or information provided by or on behalf of the Loan Paiies
hereunder {collectively, " Borrower Materias'') by posting the Borrower Materias on lntralinks,
SyndTrak or a,other simila electronic system (the " Platform") and (b) certain of the Lenders may be
" public-side" Lenders (i.e., Lenders that do not wish to receive material non-publ ic information with
re:pect to the Loan Paiies or their re:pective securities) (each, a " Public Lender"). Each Loan Paiy
hereby agrees tha it will use commercialy reasonoole efforts to identify that portion of the Borrower
Materiasthat may be distributed to the Public Lenders and tha (w) all such Borrower Materiassha l be
clear ly and conspicuously marked "PUBLIC" which, at a minimum, shall mean that the word "PUBLIC"
shall appear prominently on the first page thereof; (x) by marking Borrower Materials " PUBLIC," the
Borrower shall be d€el11€d to have aithorized the Administrative Agent and the Lenders to treat such
Borrower Materiasas not containing any materia non-public information (although it may be sensitive
a,d prq:>ri etary) with re:pect to a,y Loan Paiy or its securities for purposes of United States Feder a and
state securities laNs (provided, however, tha to the extent such Borrower Materias constitute
Information (as defined below), they shall be treated as set forth in Sa::tion 8.12; (y) all Borrower
Materials marked "PUBLIC" are permitted to be made avail able through a portion of the Platform
designated " Public i nvestor;" aud (z) tbe Administrative Agent shall be entitled to treat any Borrower
M aterials that are not marked "'PUBLIC" as being suitable only for posting (subj ect to Sa::tion 8.12) on
a portion of the Platform not designated " Public Investor." " Infonnation" means all informaion roceived
from the Guarantor or any of its Subsidiaies relating to the Gua-antor or any of its Subsidiaies or any
of thei r respective businesses, other than any such information that is availoole to the Administrative
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(f) Securities Laws Filing. To the extent the Guarantor or the Borrower is a Public Reporting Company, promptly when available and in any event within ten (10) days after the date such information is required to be delivered to the SEC, a copy of any Form 10-K Report to the SEC and a copy of any Form 10-Q Report to the SEC, and promptly upon the filing thereof, any other filings with the SEC. (g) ERISA Matters. If and when any member of the ERISA Group: (i) gives or is required to give notice to the PBGC of any “reportable event” (as defined in Section 4043 of ERISA) with respect to any Material Plan which might constitute grounds for a termination of such Plan under Title IV of ERISA, or knows that the plan administrator of any Material Plan has given or is required to give notice of any such reportable event, a copy of the notice of such reportable event given or required to be given to the PBGC; (ii) receives, with respect to any Material Plan that is a Multiemployer Plan, notice of any complete or partial withdrawal liability under Title IV of ERISA, or notice that any Multiemployer Plan is in reorganization, is insolvent or has been terminated, a copy of such notice; (iii) receives notice from the PBGC under Title IV of ERISA of an intent to terminate, impose material liability (other than for premiums under Section 4007 of ERISA) in respect of, or appoint a trustee to administer any Material Plan, a copy of such notice; (iv) applies for a waiver of the minimum funding standard under Section 412 of the Internal Revenue Code with respect to a Material Plan, a copy of such application; (v) gives notice of intent to terminate any Plan under Section 4041(c) of ERISA, a copy of such notice and other information filed with the PBGC; (vi) gives notice of withdrawal from any Plan pursuant to Section 4063 of ERISA; or (vii) fails to make any payment or contribution to any Plan or makes any amendment to any Plan which has resulted or could resul
in the imposition of a Lien or the posting of a bond or other security, a copy of such notice, a certificate of the chief accounting officer or controller of the Borrower setting forth details as to such occurrence and action, if any, which the Borrower or applicable member of the ERISA Group is required or proposes to take. (h) Other Information. From time to time such additional financial or other information regarding the financial condition, results of operations, properties, assets or business of the Guarantor or any of its Subsidiaries as any Lender may reasonably request. Each Loan Party hereby acknowledges that (a) the Administrative Agent will make available to the Lenders materials and/or information provided by or on behalf of the Loan Parties hereunder (collectively, “Borrower Materials”) by posting the Borrower Materials on IntraLinks, SyndTrak or another similar electronic system (the “Platform”) and (b) certain of the Lenders may be “public-side” Lenders (i.e., Lenders that do not wish to receive material non-public information with respect to the Loan Parties or their respective securities) (each, a “Public Lender”). Each Loan Party hereby agrees that it will use commercially reasonable efforts to identify that portion of the Borrower Materials that may be distributed to the Public Lenders and that (w) all such Borrower Materials shall be clearly and conspicuously marked “PUBLIC” which, at a minimum, shall mean that the word “PUBLIC” shall appear prominently on the first page thereof; (x) by marking Borrower Materials “PUBLIC,” the Borrower shall be deemed to have authorized the Administrative Agent and the Lenders to treat such Borrower Materials as not containing any material non-public information (although it may be sensitive and proprietary) with respect to any Loan Party or its securities for purposes of United States Federal and state securities laws (provided, however, that to the extent such Borrower Materials constitute
Information (as defined below), they shall be treated as set forth in Section 8.12; (y) all Borrower Materials marked “PUBLIC” are permitted to be made available through a portion of the Platform designated “Public Investor;” and (z) the Administrative Agent shall be entitled to treat any Borrower Materials that are not marked “PUBLIC” as being suitable only for posting (subject to Section 8.12) on a portion of the Platform not designated “Public Investor.” “Information” means all information received from the Guarantor or any of its Subsidiaries relating to the Guarantor or any of its Subsidiaries or any of their respective businesses, other than any such information that is available to the Administrative 29

Agent or any Lender on a nonconfidential basis prior to dioc!OSJre by the Guarantor or any of its
Subsidiaries; provida:I that, in the case of information r~va:I from the Guarantor or any of its
Subsidiaries after the Effective Date, such information is clea-ly identifia:I at the time of delivery as
confidential. Any Person requira:I to maintain the confidentiality of Information as provida:I in this
Section shall beconsidera:I to havecomplia:I with its obligation to do ro if such Person hasexercisa:I the
same degree of ca-eto maintain the confidential ity of such lnformaion as such Person would a::cord to
its own confidential informaion.
Section 5.02 Maintenance of Insurance. Each Loan Party will maintain, or causetobemaintaina:I,
insurancewithfinancially sound (determina:I in therearonablejudgment of the Borrower) and r~onsible
corrpani es in such amounts (and with such risk retentions) and against such risks as is usual Iy ca-ri a:I by
owners of similar businesses and properties in the sane general areas in which such Loan Party q:>eraes.
Section 5.03 Conduct of Business and Maintenance of Existence. Each Loan Party will (a)
continue to engage in businesses of the sane general type as now conducta:I by such Loan Party and, in
the case of the Guarantor, its Subsi diaries and businesses rel ata:I thereto or arising out of such businesses,
except to the extent that the failure to maintain any existing business would not have a Material Adverse
Effect and (b) except as otherwise permitta:I in Section 5.07, preserve, renew and keep in full force and
effect, and will cause each of its Subsidiaries to preserve, renew and keep in full force and effect, their
r~ective corporate (or other entity) existence and their r~ective rights, privileges and franchises
necessary or material to the normal conduct of business. except, in each case, where the failure to do ro
could not rearonably be expecta:I to have a Material Adverse Effect.
Section 5.04 Compliance with Laws, Etc. Each Loan Party will comply with all applicable laws,
regulations and orders of any Governmental Authority, domestic or foreign, in r~ect of the conduct of
its business and the ownership of its property (including, without limitation, compliance with al l
applicable ERIS/\ and Environmental Laws and the requirements of any permits issua:I under such
Environmental Laws), except to the extent (a) such compliance is being contesta:I in good faith by
appropriae procea:lings or (b) noncompliance could not rearonably be expecta:I to have a Maerial
Adverse Effect.
Section 5.05 Books and REn:Jrds. Ea::h Loan Party (a) will kee:p, and, in the case of the Guarantor,
will cause each of its Subsidiaries to kee:p, proper books of record and ax:ount in conformity with GAAP
and (b) will permit rE'l)resentativesof theAdministraiveAgent and eEChof the Lenders to visit and inspect
any of their r~ive properties, to examine and make copies from any of their r~ective books and
records and to di &:USS their r~ective elf rs, finances and accounts with their officers, any ernpl oyees
and indE,pendent public accountants, all at such rearonable times and as often as may rearonably be
desira:I; provida:I, tha'., the rights crea:a:I in this Section 5.05 to "visit", "inspect", "discuss" and copy
shall not extend to any matters which such Loan Party deems, in good faith, to be confidential, unless the
Administrative Agent and any such Lender agree in writing to kee:p such matters confidential.
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Section 5.06 Use of Procea:ls. Theprocea:lsof the Loans made under thisAgreement will beusa:I
by the Borrower for general corporate purposes of the Borrower and its Affiliates, including for working
capital purposes and for making investments in or loans to the Guarantor and Affil iates of the Loan
Parties. No such use of the procea:ls for general corporate purposes wi 11be, directly or i ndi rectl y, for the
purpose, whaher imma:liate, incidental or ultimate, of buying or ca-rying any Margin Stock within the
meaning of Regulation U.
Section 5.07 Merger or Conrolidation. No Loan Party will merge with or into or conrolidatewith
or into any other corporaion or entity, unless (a) imma:liately after giving etfect thereto, no event shall
occur and be continuing which constitutes a Dela.JI t, (b) the surviving or resulting Person, as the case may
be, assumes and agrees in writing to pay and perform al l of the obligations of such Loan Party under this
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Agent or any Lender on a nonconfidential basis prior to disclosure by the Guarantor or any of its Subsidiaries; provided that, in the case of information received from the Guarantor or any of its Subsidiaries after the Effective Date, such information is clearly identified at the time of delivery as confidential. Any Person required to maintain the confidentiality of Information as provided in this Section shall be considered to have complied with its obligation to do so if such Person has exercised the same degree of care to maintain the confidentiality of such Information as such Person would accord to its own confidential information. Section 5.02 Maintenance of Insurance. Each Loan Party will maintain, or cause to be maintained, insurance with financially sound (determined in the reasonable judgment of the Borrower) and responsible companies in such amounts (and with such risk retentions) and against such risks as is usually carried by owners of similar businesses and properties in the same general areas in which such Loan Party operates. Section 5.03 Conduct of Business and Maintenance of Existence. Each Loan Party will (a) continue to engage in businesses of the same general type as now conducted by such Loan Party and, in the case of the Guarantor, its Subsidiaries and businesses related thereto or arising out of such businesses, except to the extent that the failure to maintain any existing business would not have a Material Adverse Effect and (b) except as otherwise permitted in Section 5.07, preserve, renew and keep in full force and effect, and will cause each of its Subsidiaries to preserve, renew and keep in full force and effect, their respective corporate (or other entity) existence and their respective rights, privileges and franchises necessary or material to the normal conduct of business, except, in each case, where the failure to do so could not reasonably be expected to have a Material Adverse Effect. Section 5.04 Compliance with Laws, Etc.
Each Loan Party will comply with all applicable laws, regulations and orders of any Governmental Authority, domestic or foreign, in respect of the conduct of its business and the ownership of its property (including, without limitation, compliance with all applicable ERISA and Environmental Laws and the requirements of any permits issued under such Environmental Laws), except to the extent (a) such compliance is being contested in good faith by appropriate proceedings or (b) noncompliance could not reasonably be expected to have a Material Adverse Effect. Section 5.05 Books and Records. Each Loan Party (a) will keep, and, in the case of the Guarantor, will cause each of its Subsidiaries to keep, proper books of record and account in conformity with GAAP and (b) will permit representatives of the Administrative Agent and each of the Lenders to visit and inspect any of their respective properties, to examine and make copies from any of their respective books and records and to discuss their respective affairs, finances and accounts with their officers, any employees and independent public accountants, all at such reasonable times and as often as may reasonably be desired; provided, that, the rights created in this Section 5.05 to “visit”, “inspect”, “discuss” and copy shall not extend to any matters which such Loan Party deems, in good faith, to be confidential, unless the Administrative Agent and any such Lender agree in writing to keep such matters confidential. Section 5.06 Use of Proceeds. The proceeds of the Loans made under this Agreement will be used by the Borrower for general corporate purposes of the Borrower and its Affiliates, including for working capital purposes and for making investments in or loans to the Guarantor and Affiliates of the Loan Parties. No such use of the proceeds for general corporate purposes will be, directly or indirectly, for the purpose, whether immediate, incidental or ultimate, of buying or carrying any Margin
Stock within the meaning of Regulation U. Section 5.07 Merger or Consolidation. No Loan Party will merge with or into or consolidate with or into any other corporation or entity, unless (a) immediately after giving effect thereto, no event shall occur and be continuing which constitutes a Default, (b) the surviving or resulting Person, as the case may be, assumes and agrees in writing to pay and perform all of the obligations of such Loan Party under this 30

Agreement, (c) in the case of the Guarantor, substantial ly all of the conrolidaed assets and conrolidated
revenues of the surviving or resulting Perron, as the case may be, are anticipated to come from the utility
or energy businesses and (d) in the case of the Borrower, the senior unsecured long-term debt rctings
(without giving etfect to any third pa-ty credit enhancement ex~t for a guaranty of the Guarantor or a
permitted succesoor) from both Rcti ng Agencies of the surviving or resulting Perron, as the case maJ be,
immediately following the merger or conrolidaion is equal to or greater than the Borrower's Raings
from both Rating Agencies immediately pra::Eding the announcement of such consolidation or merger.
Section 5.08 As;s Saes. Ex~t for the sale of assets required to be sold to conform with
governmental requirements, the Guarantor and its M aerial Subsi diaries shal I not consummae any As;s
Sae, if the aggregae na book value of al l such As;s Saes consummaed during the four calendar
qua-ters immediately pra::Eding any date of daerminaion would exceed 25% of the total assets of the
Guarantor and its Conrolidated Subsidiaries as of the beginning of the Guarantor's most recently ended
full fiscal qua-ter; provided, however, that any such As;s Sae wi ll be disregarded for purposes of the
25% limitation spa::ified above: (a) if any such As;s Sae is in the ordinary course of business of the
Guarantor and its Subsidiaries; (b) if the assets subject to any such As;s Sae are worn out or are no
longer useful or n0035Sary in connection with the operaion of the businesses of the Guarantor or its
Subsidiaries; (c) if the assets subject to any such As;s Sae are being transferred to a Wholly O.Vned
Subsidiary of the Guarantor; (d} if the proceeds from any such As;s Sae (i) are, within twelve (12)
months of such As;s Sae, invested or reinvested by the Guarantor or any Subsidiary in a Permitted
Business, (ii) are used by the Guarantor or any Subsidiary to r~ay Debt of the Guarantor or such
Subsidiary, or (ii i) are retained by the Guarantor or any Subsidiary; or (e) if, prior to any such As;s Sae,
both Rating Agencies confirm the then-current Borrower's Ratings after giving effect to any such Asset
Sae.
Section 5.09 Consolidaed Debt to Conrolidaed Qpitalization Ratio. The ratio of Conrolidaed
Debt of the Guarantor to Conrolidaed ~ital ization of the Guarantor shall not exceed 70%, meerured
as of the end of eoch fi seal qua-ter.
ARTICLE VI
DEFAULTS
Section 6.01 Events of Defa.dt. If one or more of the fol lowing events (eoch an "Event of
Default") shall have occurred and be continuing:

(a)

neither Loan Party shall pay when due any principal on any Loans; or

(b)
neither Loan Party shall paf when due any interest on the Loans, any fee or any other
amount payable hereunder or under any other Loan Document for five (5) days following the date such
pafment becomes due hereunder; or
(c)
any Loan Party shall fail to observe or perform any of its covenants or ~reements
contained in Sections5.05{b), 5.06, 5.07, 5.08 or 5.09; or
(d)
any Loan Party shall fal to observe or perform any of its covenants or ~reements
contained in Section 5.01{d)(i) for 30 days after any such failure or in Section 5.01{d){ii) for ten (10)
days afte- any such f ai Iure; or
( e)
any of the Loan Parties shal I fa I to observe or perform any covenant or ~reement
contained in this Agreement or any other Loan Document (other than those cove-Ed by clauses (a), (b),
(c) or (d) above) for thirty (30} days after written notice the-rof has been given to the defaulting pa-ty
by theAdministraive Agent or at the request of the Required Lende-s; or
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Agreement, (c) in the case of the Guarantor, substantially all of the consolidated assets and consolidated revenues of the surviving or resulting Person, as the case may be, are anticipated to come from the utility or energy businesses and (d) in the case of the Borrower, the senior unsecured long-term debt ratings (without giving effect to any third party credit enhancement except for a guaranty of the Guarantor or a permitted successor) from both Rating Agencies of the surviving or resulting Person, as the case may be, immediately following the merger or consolidation is equal to or greater than the Borrower’s Ratings from both Rating Agencies immediately preceding the announcement of such consolidation or merger. Section 5.08 Asset Sales. Except for the sale of assets required to be sold to conform with governmental requirements, the Guarantor and its Material Subsidiaries shall not consummate any Asset Sale, if the aggregate net book value of all such Asset Sales consummated during the four calendar quarters immediately preceding any date of determination would exceed 25% of the total assets of the Guarantor and its Consolidated Subsidiaries as of the beginning of the Guarantor’s most recently ended full fiscal quarter; provided, however, that any such Asset Sale will be disregarded for purposes of the 25% limitation specified above: (a) if any such Asset Sale is in the ordinary course of business of the Guarantor and its Subsidiaries; (b) if the assets subject to any such Asset Sale are worn out or are no longer useful or necessary in connection with the operation of the businesses of the Guarantor or its Subsidiaries; (c) if the assets subject to any such Asset Sale are being transferred to a Wholly Owned Subsidiary of the Guarantor; (d) if the proceeds from any such Asset Sale (i) are, within twelve (12) months of such Asset Sale, invested or reinvested by the Guarantor or any Subsidiary in a Permitted Business, (ii) are used by the Guarantor or any
Subsidiary to repay Debt of the Guarantor or such Subsidiary, or (iii) are retained by the Guarantor or any Subsidiary; or (e) if, prior to any such Asset Sale, both Rating Agencies confirm the then-current Borrower’s Ratings after giving effect to any such Asset Sale. Section 5.09 Consolidated Debt to Consolidated Capitalization Ratio. The ratio of Consolidated Debt of the Guarantor to Consolidated Capitalization of the Guarantor shall not exceed 70%, measured as of the end of each fiscal quarter. ARTICLE VI DEFAULTS Section 6.01 Events of Default. If one or more of the following events (each an “Event of Default”) shall have occurred and be continuing: (a) neither Loan Party shall pay when due any principal on any Loans; or (b) neither Loan Party shall pay when due any interest on the Loans, any fee or any other amount payable hereunder or under any other Loan Document for five (5) days following the date such payment becomes due hereunder; or (c) any Loan Party shall fail to observe or perform any of its covenants or agreements contained in Sections 5.05(b), 5.06, 5.07, 5.08 or 5.09; or (d) any Loan Party shall fail to observe or perform any of its covenants or agreements contained in Section 5.01(d)(i) for 30 days after any such failure or in Section 5.01(d)(ii) for ten (10) days after any such failure; or (e) any of the Loan Parties shall fail to observe or perform any covenant or agreement contained in this Agreement or any other Loan Document (other than those covered by clauses (a), (b), (c) or (d) above) for thirty (30) days after written notice thereof has been given to the defaulting party by the Administrative Agent or at the request of the Required Lenders; or 31

(f)
a,y representation, wcrra,ty or certificaion ma:Je by a,y Loa, Paty in this Agreement or
a,y other Loa, Document or in a,y certificate, fina,cial staement or other document delivered pursua,t
hereto or thereto shal I prove to have been incorrect in any maeri al re;pect when ma:le or deemed ma:le; or
(g)
any Loa, Paty shall (i) fail to pay any principal or interest, regadless of anount, due
in re;pect of any Material Debt beyond any period of gra;eprovide:J with re;pecl thereto, or (ii) fail to
observe or perform any other term, covenant, condition or agreement contained in any agreement or
instrument evidencing or governing any such Maerial Delbt beyond any period of gra;eprovided with
re;pect thereto if the effect of any failure referred to in this daise (i i) is to caise, or to permit the holder
or holders of such Delbt or a trustee on its or their bel1alf to caise, such Delbt to become due prior to its
stated maturity; or
(h)
any Loa, Paty shall commence a voluntary case or other proceeding seeking
Ii qui dcti on, reorga,i zati on or other relief with re;pect to itself or its delbts under any bankruptcy,
inoolvency or other similcr lw now or hereafter in effect or seeking the ~pointment of a trustee,
receiver, liquidator, custodia, or other similcr official of it or any substaitial part of its property, or
shall consent to any such relief or to the ~ointment of or tal<ing possession by any such official in an
involuntary case or other proceeding commenced against it, or shal I mal<e a general assignment for the
benetit of creditors, or shall fail general ly to pay, or shall a:lmit in writing its ina:>il ity to pay, its delbts
as they become due, or shall take any corpora:eoction to authorizea,y of theforEgoing; or
(i)
an involuntary case or other proceeding shall be commenced against any Loa, Paty
seeking Ii qui dati on, reorganization or other relief with re;pect to it or its delbts under any bankruptcy,
inoolvency or other similcr lw now or hereafter in effect or seeking the~pointment of a trustee,
receiver, liquidator, custodia, or other similcr official of it or a,y substaitial part of its property, aid
such i nvol untcry case or other proceeding shal I remain undi smi ssed and unstayed for a period of 60
days; or an order for reief shall be entered against any Loan Paty under the Bankruptcy Code; or

U)
any member of the ERi SA. Group shal I fai I to pay when due an amount or amounts
aggrEgating in excess of $50,000,000 which it shall havebeoomelia:>leto pay under Title IV of ERISA.; or
noti ce of intent to termina:e a Ma:erial Aa, shall be filed under Title IV of ERISA. by a,y member of the
ERISA. Group, a,y plan a:lministra:or or any combinction of theforEgoing; or the PBGC shal l institute
proceedings under Title IV of ERISA. to termina:e, to impose liroility (other than for premiums under
Section 4007 of ERISA.) in re;pect of, or to cause a trustee to be ~pointed to a:lminister any
Material Aai; or a condition shall exist by reaoon of which the PBGC would be entitled to obtain adro-ee
a:ljudicating thct a,y Mcterial Aan must be terminated; or there shall occur a complete or partial
withdrwal from, or defailt, within themea,ing of Section 4219(c)(5) of ERISA., with re;pect to, one or
more Multi ernpl oyer A ans which cool d reaoonrol y be expected to caise one or more members of the
ERISA. Group to incur a current payment obligction in excess of $50,000,000; or
(k)
any Loa, Paty shall fail within sixty (60) days to pay, bond or otherwise discharge any
judgment or order for the payment of money in excess of $20,000,000, entered against it that is not stayed
on ~ea or otherwise being ~propriatey contested in good faith; or
(I)

a Change of Control shal I have occurred; or

(m)
the Guaranty shall cease to be in ful l force or effect or shall be found by any judicial
proceeding to be unenforceal:lle or invalid; or the Gucrantor shall deny or disafirm in writing the
Gucrantor' s obi iga:i ons under the Gucra,ty; then, and in every such event, whi Ie such event is continuing,
the Administrative Agent may, or if requested in writing by the Required Lenders, shall by notice to the
Borrower declcrethe Loans(together with accrued interest and accrued and unpaid fees thereon aid al l
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(f) any representation, warranty or certification made by any Loan Party in this Agreement or any other Loan Document or in any certificate, financial statement or other document delivered pursuant hereto or thereto shall prove to have been incorrect in any material respect when made or deemed made; or (g) any Loan Party shall (i) fail to pay any principal or interest, regardless of amount, due in respect of any Material Debt beyond any period of grace provided with respect thereto, or (ii) fail to observe or perform any other term, covenant, condition or agreement contained in any agreement or instrument evidencing or governing any such Material Debt beyond any period of grace provided with respect thereto if the effect of any failure referred to in this clause (ii) is to cause, or to permit the holder or holders of such Debt or a trustee on its or their behalf to cause, such Debt to become due prior to its stated maturity; or (h) any Loan Party shall commence a voluntary case or other proceeding seeking liquidation, reorganization or other relief with respect to itself or its debts under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, or shall consent to any such relief or to the appointment of or taking possession by any such official in an involuntary case or other proceeding commenced against it, or shall make a general assignment for the benefit of creditors, or shall fail generally to pay, or shall admit in writing its inability to pay, its debts as they become due, or shall take any corporate action to authorize any of the foregoing; or (i) an involuntary case or other proceeding shall be commenced against any Loan Party seeking liquidation, reorganization or other relief with respect to it or its debts under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, and such involuntary case or other proceeding shall remain undismissed and unstayed for a period of 60 days; or an order for relief shall be entered against any Loan Party under the Bankruptcy Code; or (j) any member of the ERISA Group shall fail to pay when due an amount or amounts aggregating in excess of $50,000,000 which it shall have become liable to pay under Title IV of ERISA; or notice of intent to terminate a Material Plan shall be filed under Title IV of ERISA by any member of the ERISA Group, any plan administrator or any combination of the foregoing; or the PBGC shall institute proceedings under Title IV of ERISA to terminate, to impose liability (other than for premiums under Section 4007 of ERISA) in respect of, or to cause a trustee to be appointed to administer any Material Plan; or a condition shall exist by reason of which the PBGC would be entitled to obtain a decree adjudicating that any Material Plan must be terminated; or there shall occur a complete or partial withdrawal from, or default, within the meaning of Section 4219(c)(5) of ERISA, with respect to, one or more Multiemployer Plans which could reasonably be expected to cause one or more members of the ERISA Group to incur a current payment obligation in excess of $50,000,000; or (k) any Loan Party shall fail within sixty (60) days to pay, bond or otherwise discharge any judgment or order for the payment of money in excess of $20,000,000, entered against it that is not stayed on appeal or otherwise being appropriately contested in good faith; or (l) a Change of Control shall have occurred; or (m) the Guaranty shall cease to be in full force or effect or shall be found by any judicial proceeding to be unenforceable or invalid; or the Guarantor shall deny or disaffirm in writing the Guarantor’s obligations under the Guaranty; then, and in every such event, while
such event is continuing, the Administrative Agent may, or if requested in writing by the Required Lenders, shall by notice to the Borrower declare the Loans (together with accrued interest and accrued and unpaid fees thereon and all 32

other anounts due hereunda") to be, and the Loa,s shal I thereupon bg;ome, immediately due a,d payoole
without presa,tment, demand, protest or other noti ce of any kind (except as set forth ooove).

ARTICLE VII
THE ADMINIST RAT IVE
AGENT
Sedion 7.01 Appointment and Authority. Eoch of the Lenders hereby irrevOCcDly <l)points The
Bank of NovaScotiatooct on itsbehaf astheAdministrctiveAgent hereunder and under the other Loan
Documents a,d authorizes the Administrctive Agent to ta<e such octions on its behalf and to exercise
such powers as are delegctoo to the Administrative Agent by the terms hereof or thereof, together with
such octionsand powersasarereaoonooly incidaital thereto. Theprovisionsof thisSEdion 7.01 arerolely
for the benefit of the Admini strctive Agent and the Lenders, a,d neither the Borrower nor any other Loan
Party shal l have rights asa third party beneficiary of any of such provisions.
Sedion 7.02 Rights as a Lender. The Perron serving astheAdministrctiveAgent hereunder shal l
have the san,e rights and powers in its C<l)acity as a Lender as any other Lender and may exercise the
san,e as though it were not the Admi nistrctive Agent and the term "Lender" or "Lenders" shall, unless
otherwise expressly indicctoo or unless the context otherwise requires, inciude the Perron serving as the
Administrative Agent ha-eunder in its individual C<l)acity. Such Perron and its Affiliates may accept
deposits from, lend money to, oct as the financial adviror or in any other advirory C<l)acity for and
generally engage in any kind of business with the Guarantor or any of its Subsidiaries or other Affil ia:e
therrof as if such Perron wa-e not the Administra:ive Agent ha-eunder and without any duty to a::count
tha-efor to the Laida-s.
Sedion 7.03 Exculpatory Provisions. The Administra:ive Aga,t shall not have any duties or
obligations except those expressly set forth herein and in the other Loa, Documents. Without l imiting the
generality of the foregoing, theAdministrativeAgent:
shal I not be subj ed to any fiduciary or other i fllll i oo duties, regardless of whether a
(a)
Default or Event of Default hasoccurroo and is continuing;
shal I not have any duty to ta<e any discretionary octi on or exercise any di ocreti onary
(b)
powers, except di ocreti onary rights and powers express! y contempl a:oo hereby or by the other Loa,
Documents that the Administrative Agent is required to exercise as di redoo in writi ng by the Requi roo
Laida-s (or such other number or percaitage of the Lenda-s as shall be expressly provide:! for herein or
in the other Loan Documents): provide:! Iha: the Administrative Agent shall not be require:! to ta<eany
oction that, in its q::,inion or theq::,inion of its counsel , may expose the Administrative Agent to liooility
or tha: is contrary to any Loan Document or <l)pl i cci:)I e IaN; and
(c)
shall not, except as expressly set forth herein a,d in the other Loan Documents, have any
duty to dioclose, and shall not be lioolefor the fa lureto dioclose, any informction rel.ting to any of the
Loan Parties or any of their r~ediveAffilia:es thct is communiccta:l to or obtana:l by the Perron serving
as theAdministrctive Agent or any of its Affiliates in any C<l)acity.
The Administrative Agent shal l not bel ioolefor any oction ta<en or not ta<en by it (i) with the consent or
at the request of the Require:! Lenders (or such otha- number or percaitage of the Lenders as shall be
necessary, or as the Administrative Agent shal l believe in good fath shall be necessary, under the
circumstancesasprovida:l in ArtideVI and Sedion 8.06) or (ii) in theoosenceof its own gross negligence
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other amounts due hereunder) to be, and the Loans shall thereupon become, immediately due and payable without presentment, demand, protest or other notice of any kind (except as set forth above). ARTICLE VII THE ADMINISTRATIVE AGENT Section 7.01 Appointment and Authority. Each of the Lenders hereby irrevocably appoints The Bank of Nova Scotia to act on its behalf as the Administrative Agent hereunder and under the other Loan Documents and authorizes the Administrative Agent to take such actions on its behalf and to exercise such powers as are delegated to the Administrative Agent by the terms hereof or thereof, together with such actions and powers as are reasonably incidental thereto. The provisions of this Section 7.01 are solely for the benefit of the Administrative Agent and the Lenders, and neither the Borrower nor any other Loan Party shall have rights as a third party beneficiary of any of such provisions. Section 7.02 Rights as a Lender. The Person serving as the Administrative Agent hereunder shall have the same rights and powers in its capacity as a Lender as any other Lender and may exercise the same as though it were not the Administrative Agent and the term “Lender” or “Lenders” shall, unless otherwise expressly indicated or unless the context otherwise requires, include the Person serving as the Administrative Agent hereunder in its individual capacity. Such Person and its Affiliates may accept deposits from, lend money to, act as the financial advisor or in any other advisory capacity for and generally engage in any kind of business with the Guarantor or any of its Subsidiaries or other Affiliate thereof as if such Person were not the Administrative Agent hereunder and without any duty to account therefor to the Lenders. Section 7.03 Exculpatory Provisions. The Administrative Agent shall not have any duties or obligations except those expressly set forth herein and in the other Loan Documents. Without limiting the
generality of the foregoing, the Administrative Agent: (a) shall not be subject to any fiduciary or other implied duties, regardless of whether a Default or Event of Default has occurred and is continuing; (b) shall not have any duty to take any discretionary action or exercise any discretionary powers, except discretionary rights and powers expressly contemplated hereby or by the other Loan Documents that the Administrative Agent is required to exercise as directed in writing by the Required Lenders (or such other number or percentage of the Lenders as shall be expressly provided for herein or in the other Loan Documents); provided that the Administrative Agent shall not be required to take any action that, in its opinion or the opinion of its counsel, may expose the Administrative Agent to liability or that is contrary to any Loan Document or applicable law; and (c) shall not, except as expressly set forth herein and in the other Loan Documents, have any duty to disclose, and shall not be liable for the failure to disclose, any information relating to any of the Loan Parties or any of their respective Affiliates that is communicated to or obtained by the Person serving as the Administrative Agent or any of its Affiliates in any capacity. The Administrative Agent shall not be liable for any action taken or not taken by it (i) with the consent or at the request of the Required Lenders (or such other number or percentage of the Lenders as shall be necessary, or as the Administrative Agent shall believe in good faith shall be necessary, under the circumstances as provided in Article VI and Section 8.06) or (ii) in the absence of its own gross negligence 33

or willful misconduct. TheAdministrativeAgent shall be deemoo not to have knowlooge of aiy Defailt
or Event of Defailt unless aid until notice des::ribing such Defailt or Event of Defailt is given to the
Administrative Agent by the Borr01Ner or a Lender.
TheAdministrativeAgent shall not bere:ponsiblefor or have any duty to aoca-tan or inquire into (a) aiy
statement, warraity or re:presentation made in or in connection with this Agreement or any other Loan
Document, (b) the contents of any certificate, re:port or other document deli veroo hereunder or thereunder
or in connection herewith or therewith, (c) the performaice or observance of any of the covenants,
agreements or other terms or conditions sa forth herein or therein or the occurrence of aiy Defailt or
Event of Defailt, (d) the val idity, enforceooi lity, effectiveness or genuineness of this Agreement, any
other Loan Document or any other agreement, instrument or document or (e) the satisfaction of aiy
condition sa forth in Section 3.01 or 3.02 or elsewhere herein, other thai to confirm receipt of items
expressly ra::iuiroo to bedeliveroo to the Administrative Agent.
Section 7.04 Reliance by Administrative Agent. The Administraive Agent shall be entitloo to
rely upon, and shall not incur aiy licbility for relying upon, aiy notice, ra::iuest, certificae, consent,
statement, instrument, document or other writing (including aiy electronic message, Internet or intraiet
website posting or other distribution) believoo by it to be genuine and to have been signoo, sent or
otherwiseauthenticatoo by theproper Perron. TheAdministrativeAgent alro may rely upon any statement
made to it orally or by tele:phone and believoo by it to have been made by the proper Person, and shall
not incur any licbility for relying thereon. In determining compliance with any condition hereunder
to the making of a Loan tha by its terms must be fulfilloo to the saisfaction of a Lender, the
Administrative Agent may prESJme that such condition is saisfactory to such Lender unless the
Administrative Agent shall have receivoo notice to the contrary from such Lender prior to the mal<ing of
such Loan. The Administraive Agent may consult with legal counsel (who may be counsel for the
Borr01Ner), inde:pendent accountants and other expertsselectoo by it, and shall not belicble for any action
tal<en or not tal<en by it in accordance with the advice of any such counsel , accountaits or experts.
Section 7.05 Delegciion of Duties. The Administrat.i ve Agent may perform any aid all of its
duties and exercise its rights aid powers hereunder or under aiy other Loan Document by or through any
one or more sub-agents appoi ntoo by the Administrative Agent. The Administrative Agent and any such
sub-agent may perform any and all of its duties and exercise its rights aid p01Ners by or through their
re:pective Relatoo Pa-ties. The exculpaory provisions of this Section 7.05 shall apply to any such subagent and to the Relatoo Pa-ties of the Administraive Agent and aiy such sub-agent, and shall apply to
their re:pective activities in connection with the syndicaion of the crooit facil itiesprovidoo for herein as
wel l asactivitiesasAdministraiveAgent.
Section 7.06 Resignation of Administrative Agent. The Administrative Agent may at any time
give notice of its resignation to the Lenders aid the Borrower. Upon receipt of any such notice of
resignaion, the Requiroo Lenders shall have the right, with approval from the Borrower (ro long as no
Event of Defailt has occurroo and is continuing), to appoint a successor, such approval not to be
unreaoonooly withheld or delayoo. If no such successor shall have been ro appointoo by the Requiroo
Lenders and approvoo by the Borr01Ner and shall have acce:ptoo such appointment within thirty (30) days
after the retiring Administrciive Agent gives notice of its resignaion, then the retiring Administrative
Agent may on behalf of the Lenders, appoint a successor Administraive Agent; providoo that if the
Administrative Agent shall notify the Borrower and the Lenders that no qualifying Perron ha, acce:ptoo
such appointment, then such resignation shall nonetheless become effective in accordaice with such
notice and (a) the retiring Administrative Agent shall be dig;hargoo from its duties and obligations
hereunder and under the other Loan Documents (exce:pt that in the case of any col Iateral security held by
the Administraive Agent on behalf of the Lenders under any of the Loan Documents, the retiring
Administrative Agent shall continue to hold such collateral security until such time as a successor
Administrative Agent is appointe:l) and (b) al l payments, communications and determinations provide:l
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or willful misconduct. The Administrative Agent shall be deemed not to have knowledge of any Default or Event of Default unless and until notice describing such Default or Event of Default is given to the Administrative Agent by the Borrower or a Lender. The Administrative Agent shall not be responsible for or have any duty to ascertain or inquire into (a) any statement, warranty or representation made in or in connection with this Agreement or any other Loan Document, (b) the contents of any certificate, report or other document delivered hereunder or thereunder or in connection herewith or therewith, (c) the performance or observance of any of the covenants, agreements or other terms or conditions set forth herein or therein or the occurrence of any Default or Event of Default, (d) the validity, enforceability, effectiveness or genuineness of this Agreement, any other Loan Document or any other agreement, instrument or document or (e) the satisfaction of any condition set forth in Section 3.01 or 3.02 or elsewhere herein, other than to confirm receipt of items expressly required to be delivered to the Administrative Agent. Section 7.04 Reliance by Administrative Agent. The Administrative Agent shall be entitled to rely upon, and shall not incur any liability for relying upon, any notice, request, certificate, consent, statement, instrument, document or other writing (including any electronic message, Internet or intranet website posting or other distribution) believed by it to be genuine and to have been signed, sent or otherwise authenticated by the proper Person. The Administrative Agent also may rely upon any statement made to it orally or by telephone and believed by it to have been made by the proper Person, and shall not incur any liability for relying thereon. In determining compliance with any condition hereunder to the making of a Loan that by its terms must be fulfilled to the satisfaction of a Lender, the Administrative Agent may presume that
such condition is satisfactory to such Lender unless the Administrative Agent shall have received notice to the contrary from such Lender prior to the making of such Loan. The Administrative Agent may consult with legal counsel (who may be counsel for the Borrower), independent accountants and other experts selected by it, and shall not be liable for any action taken or not taken by it in accordance with the advice of any such counsel, accountants or experts. Section 7.05 Delegation of Duties. The Administrative Agent may perform any and all of its duties and exercise its rights and powers hereunder or under any other Loan Document by or through any one or more sub-agents appointed by the Administrative Agent. The Administrative Agent and any such sub-agent may perform any and all of its duties and exercise its rights and powers by or through their respective Related Parties. The exculpatory provisions of this Section 7.05 shall apply to any such sub- agent and to the Related Parties of the Administrative Agent and any such sub-agent, and shall apply to their respective activities in connection with the syndication of the credit facilities provided for herein as well as activities as Administrative Agent. Section 7.06 Resignation of Administrative Agent. The Administrative Agent may at any time give notice of its resignation to the Lenders and the Borrower. Upon receipt of any such notice of resignation, the Required Lenders shall have the right, with approval from the Borrower (so long as no Event of Default has occurred and is continuing), to appoint a successor, such approval not to be unreasonably withheld or delayed. If no such successor shall have been so appointed by the Required Lenders and approved by the Borrower and shall have accepted such appointment within thirty (30) days after the retiring Administrative Agent gives notice of its resignation, then the retiring Administrative Agent may on behalf of the Lenders, appoint a successor
Administrative Agent; provided that if the Administrative Agent shall notify the Borrower and the Lenders that no qualifying Person has accepted such appointment, then such resignation shall nonetheless become effective in accordance with such notice and (a) the retiring Administrative Agent shall be discharged from its duties and obligations hereunder and under the other Loan Documents (except that in the case of any collateral security held by the Administrative Agent on behalf of the Lenders under any of the Loan Documents, the retiring Administrative Agent shall continue to hold such collateral security until such time as a successor Administrative Agent is appointed) and (b) all payments, communications and determinations provided 34

to bema:feby, to or through theAdministrciiveAgent shall instea::I bema:feby or to eoch Lender directly,
unti I such ti me as the Required Lenders ~point a succesror A dmi ni strati ve Agent as provided for cbove
in this Section 7.06. Upon the acceptance of a successor's appointment as Administrative Agerit
hereunder, such successor shall succeed to and bocome vested with all of the rights, powers, privileges
and duties of the retiring (or retired) Administrative Agent, and the retiring Admi nistrciive Agent shal I be
diocharged from all of its duties and obligciions hereunder or under the other Loan Documents (if not
alrea::ly diocharged therefrom as provided al::love in this Section). The fees payal::lle by the Borrower to a
succesror Administrative Agent shall be the same as those payal::lle to its preda:;esoor unless otherwise
a;ireed between the Borrower and such succesror. After the retiring Administrctive Agent's resignation
hereunder and under the other Loan Documerits. theprovisionsof this Section 7.06 and Section 8.03 shall
continue in effect for the benefit of such retiring Admi ni strati ve Agent, its sub-a;ients and their respective
Rel aed Parties in respect of any actions tal<en or omitted to be tal<en by any of them whi Ie the retiring
Administrative Agent was acting as Admi nistrciive Agent.
Section 7.07 Non-Reliance on Administrative Agent and Other Lenders. Each Lertder
acknowledges that it has, indEPendently and without reliance upon the Administrative Agent or any other
Lender or any of their Related Parties and based on such documents and information as it has deemed
~propriae, ma:fe its own credit analysis and decision to enter into this Agreement. Each Lender alro
acknowledgesthci it will , indEPertdently and without reliance upon theAdministraiveAgent or any other
Lender or any of their Relaed Parties and based on such documents and information asit shal l from time
to time deem ~propriate, continue to ma<.eitsown decisions in tal<ing or not tal<ing action under or based
upon this Agreement, any other Loan Document or any related a;ireement or any document furnished
hereunder or thereunder.
Section 7.08 No Other Duties, etc. Anything herein to the contrary notwithstanding, no joint lea::I
arranger and bookrunner, syndicaion a;ient, documentaion a;ient or any other a;ient listed on the cover
pa;ie heroof shall have any powers, duties or responsibil ities under this Agreement or any of the other
Loan Documents.
Section 7.09 No Reliance on Administraive Agent's Customer Identification Program. Each
Lender acknowledges and a;irees tha neither such Lender, nor any of its Affiliates, participants or
assignees, may rely on the Administraive Agent to carry out such Lertder's, Affiliate's, participant's or
assignee's customer identi fication program, or other obligations required or imposed under or pursuant to
the U&\ Patriot Act or the regulations thereunder, induding the regulations contained in 31 CFR 103.121
(as hereafter amended or replaced, the " Cl P Rooulations"), or any other law(s) (induding common lav),
constitution, statute, treEty, regulaion, rule, ordinance, opinion, issued guidance, release, ruling, order,
exocutive order, injunction, writ, decree, bond, judgment, authorization or ~proval, lien or ward of or
any settlement arrangement, by a;ireemerit, consent or otherwise, with any Governmental Authority,
foreign or domestic (collectively, " Loos'') relating to terrorism, tra:fesanctionsprogramsand embargoes,
import/export licerising, money laundering or bribery, and any regulation, order, or directive promulgated,
issued or enforced pursuant to such La.vs, all as amended, supplemented or r€t)laced from time to time
(collectively, "Anti-Terrorism Loos"), induding any programs involving any of the following items
relating to or in connection with any of the Loan Parties, their Affiliaes or their a;ients, the Loan
Documents or the transactions hereunder or conternpl aed hereby: (i) any identity verification procedures,
(ii) any recordkeeping, (i ii) cornparirons with government lists, (iv) customer notices or (v) other
procedures required under the CIP Regulaionsor such other Anti-Terrorism Loos.
ARTICLE VIII
MISCELLANEOUS
Section 8.01 Notices. ExCEPt as otherwise expressy provided herein, all notices and other

35

to be made by, to or through the Administrative Agent shall instead be made by or to each Lender directly, until such time as the Required Lenders appoint a successor Administrative Agent as provided for above in this Section 7.06. Upon the acceptance of a successor’s appointment as Administrative Agent hereunder, such successor shall succeed to and become vested with all of the rights, powers, privileges and duties of the retiring (or retired) Administrative Agent, and the retiring Administrative Agent shall be discharged from all of its duties and obligations hereunder or under the other Loan Documents (if not already discharged therefrom as provided above in this Section). The fees payable by the Borrower to a successor Administrative Agent shall be the same as those payable to its predecessor unless otherwise agreed between the Borrower and such successor. After the retiring Administrative Agent’s resignation hereunder and under the other Loan Documents, the provisions of this Section 7.06 and Section 8.03 shall continue in effect for the benefit of such retiring Administrative Agent, its sub-agents and their respective Related Parties in respect of any actions taken or omitted to be taken by any of them while the retiring Administrative Agent was acting as Administrative Agent. Section 7.07 Non-Reliance on Administrative Agent and Other Lenders. Each Lender acknowledges that it has, independently and without reliance upon the Administrative Agent or any other Lender or any of their Related Parties and based on such documents and information as it has deemed appropriate, made its own credit analysis and decision to enter into this Agreement. Each Lender also acknowledges that it will, independently and without reliance upon the Administrative Agent or any other Lender or any of their Related Parties and based on such documents and information as it shall from time to time deem appropriate, continue to make its own decisions in taking
or not taking action under or based upon this Agreement, any other Loan Document or any related agreement or any document furnished hereunder or thereunder. Section 7.08 No Other Duties, etc. Anything herein to the contrary notwithstanding, no joint lead arranger and bookrunner, syndication agent, documentation agent or any other agent listed on the cover page hereof shall have any powers, duties or responsibilities under this Agreement or any of the other Loan Documents. Section 7.09 No Reliance on Administrative Agent’s Customer Identification Program. Each Lender acknowledges and agrees that neither such Lender, nor any of its Affiliates, participants or assignees, may rely on the Administrative Agent to carry out such Lender’s, Affiliate’s, participant’s or assignee’s customer identification program, or other obligations required or imposed under or pursuant to the USA Patriot Act or the regulations thereunder, including the regulations contained in 31 CFR 103.121 (as hereafter amended or replaced, the “CIP Regulations”), or any other law(s) (including common law), constitution, statute, treaty, regulation, rule, ordinance, opinion, issued guidance, release, ruling, order, executive order, injunction, writ, decree, bond, judgment, authorization or approval, lien or award of or any settlement arrangement, by agreement, consent or otherwise, with any Governmental Authority, foreign or domestic (collectively, “Laws”) relating to terrorism, trade sanctions programs and embargoes, import/export licensing, money laundering or bribery, and any regulation, order, or directive promulgated, issued or enforced pursuant to such Laws, all as amended, supplemented or replaced from time to time (collectively, “Anti-Terrorism Laws”), including any programs involving any of the following items relating to or in connection with any of the Loan Parties, their Affiliates or their agents, the Loan Documents or the transactions hereunder or contemplated hereby
(i) any identity verification procedures, (ii) any recordkeeping, (iii) comparisons with government lists, (iv) customer notices or (v) other procedures required under the CIP Regulations or such other Anti-Terrorism Laws. ARTICLE VIII MISCELLANEOUS Section 8.01 Notices. Except as otherwise expressly provided herein, all notices and other 35

communications heramder shall be in writing (for purposes hereof, the term "writing" shall include
informction in elEdronic format sud, as elEdronic mail aid internet web pcges) or by telephone
subsequently confirmed in writing; provided that the foregoing shall not ~ply to notices to aiy Lender
pursuait to Artide 11 if sudl Lender has notified theAdministrativeAgent tha: it isin~cbleof roceiving
notices under such Artide in eloctronic format. Any notice shall have been duly given aid shall be
afEdive if delivered by haid delivery or sent via elEdronic mail, telocopy, rocognized overnight courier
service or certified or registered mail, return roceipt r~uested, or posting on ai internet web page, aid
shall be presumed to be roceived by a party hereto (i) on the da:eof delivery if del ivered by haid or sent
by elEdronic mail , posting on ai internet woo pcge, or telocopy, (ii) on the Busness Day following the
day on whi d1 the Sc111e has been delivered prepaid (or on ai invoice bass) to a reputcbl e na:i onal overnight
air courier service or (iii) on the third Busness Day following the day on which the sare is sent by
certified or registered mail, postcgeprepaid, inea::h casetothere:pEdivepartiesat theaddressortelocopy
numbers, in the case of aiy of the Loa, Parties and theAdministrativeAgent, set forth below, and, in the
case of the Lenders, set forth on sgnaturepcgeshereto, or at sudl other addressassudl party may ~ecify
by written notice to the other parties hereto:
if to the Loa, Parties:

PPL C~ital Funding,
Inc. PPL Corporation
Two North Ninth Street
Allentown, Pennsylvaiia 18101-1179
Attention: Treasurer or Assstait Treasurer
Telephone: 610-774-5151
Facsmile: 610-774-5235
with a copy to:

PPL Services Corpora:ion
Two North Ninth Street (GENTW4)
Allentown, Pennsylvania 18101- 1179
Attention: Frederick C. Paine, Esq.
Telephone: 610-774-7445
Facsmile: 610-774-6726
if to the Administrative Agent:
The Baik of Nova Scotia
720 King Street West, 4th Floor
Toronto, Ontario Caiada M5V 2T3
Attention: Nazmul Arain
Telephone: 416-933-5267
Facsmile: 212-225-5709
Email: Nazmul .Arain@ocoticbaik.com
with copies to GWSLoaiOps.USCorp@ocoticbaik.com

Se:tion 8.02 No Waivers; Non-Exdusve Remedies. No failure by theAdministra:iveAgent or
aiy Lender to exercise, no course of dealing with re:pEd to, and no delay in exercisng aiy right, power
or privilege hereunder or under aiy Note or other Loa, Document shal l qJerate as a waiver thereof nor
shal I aiy s ngl e or partial exercise thereof pred ude aiy other or further exerd se thereof or the exerd se of
aiy other right, power or privilege. The rights and remedies provided herein aid in the other Loa,
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communications hereunder shall be in writing (for purposes hereof, the term “writing” shall include information in electronic format such as electronic mail and internet web pages) or by telephone subsequently confirmed in writing; provided that the foregoing shall not apply to notices to any Lender pursuant to Article II if such Lender has notified the Administrative Agent that it is incapable of receiving notices under such Article in electronic format. Any notice shall have been duly given and shall be effective if delivered by hand delivery or sent via electronic mail, telecopy, recognized overnight courier service or certified or registered mail, return receipt requested, or posting on an internet web page, and shall be presumed to be received by a party hereto (i) on the date of delivery if delivered by hand or sent by electronic mail, posting on an internet web page, or telecopy, (ii) on the Business Day following the day on which the same has been delivered prepaid (or on an invoice basis) to a reputable national overnight air courier service or (iii) on the third Business Day following the day on which the same is sent by certified or registered mail, postage prepaid, in each case to the respective parties at the address or telecopy numbers, in the case of any of the Loan Parties and the Administrative Agent, set forth below, and, in the case of the Lenders, set forth on signature pages hereto, or at such other address as such party may specify by written notice to the other parties hereto: if to the Loan Parties: PPL Capital Funding, Inc. PPL Corporation Two North Ninth Street Allentown, Pennsylvania 18101-1179 Attention: Treasurer or Assistant Treasurer Telephone: 610-774-5151 Facsimile: 610-774-5235 with a copy to: PPL Services Corporation Two North Ninth Street (GENTW4) Allentown, Pennsylvania 18101-1179 Attention: Frederick C. Paine, Esq. Telephone: 610-774-7445 Facsimile: 610-774-6726 if to the Administrative Agent: The Bank of Nova Scotia
720 King Street West, 4th Floor Toronto, Ontario Canada M5V 2T3 Attention: Nazmul Arefin Telephone: 416-933-5267 Facsimile: 212-225-5709 Email: Nazmul.Arefin@scotiabank.com with copies to GWSLoanOps.USCorp@scotiabank.com Section 8.02 No Waivers; Non-Exclusive Remedies. No failure by the Administrative Agent or any Lender to exercise, no course of dealing with respect to, and no delay in exercising any right, power or privilege hereunder or under any Note or other Loan Document shall operate as a waiver thereof nor shall any single or partial exercise thereof preclude any other or further exercise thereof or the exercise of any other right, power or privilege. The rights and remedies provided herein and in the other Loan 36

Documents shal I be cumulative aid not exclusive of aiy rights or remooi es provi doo by Iw.
Soction 8.03

Expa,ses: Indemnification.

(a)
Expa,ses. The Borrower shal l pay (i) all out-of-pocket expenses of theAdministraive
Agent, ind udi ng Iegal fees and di roursements of one primary counsel aid aiy other Iocal counsel reta noo
by theAdministraiveAgent aid the Arranger, in its reaoonablediocretion, in connection with the
preparaion, exocution, delivery aid administraion of the Loan Documents, any waver or consent
thereunder or aiy a11€11dment thereof or aiy Default or alleged Default thereunder aid (i i) al l reasonable
out-of-pocket expensesincurroo by the Arranger, theAdministraiveAgent aid eoch Lender, including
(without dupl i cai on) the fees and di roursements of outside counsel, in connection with any restructuring,
workout, collection, bankruptcy, inrolvency and other enforcement proceooings in connection with the
enforC81lerlt and protection of its rights; provide'.:!, tha the Borrower shall not be liable for any legal fees
or disbursements of aiy counsel for the Administrative Agent, the Arraiger aid the Lenders i ncurroo prior
to the Effective Dae other thai Winston & Strwn LLP as&lciatoo with the preparation, exe::ution and
deli very of this Agreemer,t and the closing documents contempl aoo hereby.
(b)
Indemnity in Rgpect of Loan Documents. Each of the Loan Partiescgrees to jointly
aid severally indemnify theArraiger, theAdministrciiveAgent aid ea::h Lender, their r~ective
Affi Ii ates aid the r~ecti ve di rectors, officers, trustees, .:gents, employees aid advi oors of the
foregoing (eoch an "lndemnitee") and bold each lndemnitee ha-mlessfrom and against any and all
Ii abi Ii ti es, obi i gati ons, Iosses, damcges, penal ti es, actions, judgments, suits, costs and expenses or
disbursements of any kind whaooever (including, without limitaion, the reasonable fees and
di roursements of counsel aid any ci vi I penal ti es or fines assessed by OFAC), which may at any ti me
(including, without limitation, a any time following the payment of theobligaionsof the Borrower
hereunder) be imposoo on, incurroo by or assertoo cganst such I ndemnitee in connoction with any
investigative, administrative or judicial proceooing (whether or not such lndemniteeshall bedesignatoo
a party thereto) brought or threaenoo {whether by the Guarantor, the Borrower, any Subsidiary or
Affiliate of the Borrower or any other Per9)11) in any way relating to or arising out of thisAgreemerit,
any other Loan Document or any documents contempl aoo hereby or thereby or ref erroo to herein or
therein or any actual or proposed use of proceoosof Loans hereunder; provide'.:!, that no lndemnitee
shall have the right to be indemnifioo hereunder for such I ndemnitee's owD gross negligence or willful
mi oconduct as determi noo by a court of competent j uri sdi cti on in a final , non-appeal able judgment or
order.
(c)
Indemnity in Rgpect of Environmental Li abi Ii ti es. Each of the Loan Parties cgrees to
jointly and severally indemnify ea::h l ndemnitee and hold eoch lndemniteeha-mlessfrom and cganst
any and all liabilities, obl igations, losses, damcges, penalties, actions, judgments, suits, dams, costs
and expenses or disbursements of any kind wha.ooever (including, without limitaion, reasonable
expenses of i nvesti gati on by engineers, environmental consultants and si mi Ia- technical peroonnel and
reasonable fees and disbursements of counsel) which may a any time (including, without limitaion, at
any ti me fol Iowing the payment of the obi i gai ons of the Borro.ver hereunder) be i lll)OSOO on, i ncurroo
by or assertoo cga nst such I ndemni tee in r~ect of or in connection with any actual or al Iegoo presence
or release of HazadousSubstanceson or from any property now or pre.iiously ownoo or operaoo by
the Guarantor or any of its Subsidia-ies or any prooocesoor of the Guarantor or any of its Subsidiaries, or
any and all Environmental Liabilities. Without limiting the generality of the foregoing, the Borrower
hereby waves al l rights of contribution or any other rights of recovery with r~ect to liabilities,
obi i gati ons, Iosses, damcges, penal ti es, actions, judgments, suits, costs and expenses and di roursements
in r~ect of or in connection with Environmental Li abi Ii ti es that it might have by staute or otherwise
cga nst any Indemni tee.
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Documents shall be cumulative and not exclusive of any rights or remedies provided by law. Section 8.03 Expenses; Indemnification. (a) Expenses. The Borrower shall pay (i) all out-of-pocket expenses of the Administrative Agent, including legal fees and disbursements of one primary counsel and any other local counsel retained by the Administrative Agent and the Arranger, in its reasonable discretion, in connection with the preparation, execution, delivery and administration of the Loan Documents, any waiver or consent thereunder or any amendment thereof or any Default or alleged Default thereunder and (ii) all reasonable out-of-pocket expenses incurred by the Arranger, the Administrative Agent and each Lender, including (without duplication) the fees and disbursements of outside counsel, in connection with any restructuring, workout, collection, bankruptcy, insolvency and other enforcement proceedings in connection with the enforcement and protection of its rights; provided, that the Borrower shall not be liable for any legal fees or disbursements of any counsel for the Administrative Agent, the Arranger and the Lenders incurred prior to the Effective Date other than Winston & Strawn LLP associated with the preparation, execution and delivery of this Agreement and the closing documents contemplated hereby. (b) Indemnity in Respect of Loan Documents. Each of the Loan Parties agrees to jointly and severally indemnify the Arranger, the Administrative Agent and each Lender, their respective Affiliates and the respective directors, officers, trustees, agents, employees and advisors of the foregoing (each an “Indemnitee”) and hold each Indemnitee harmless from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs and expenses or disbursements of any kind whatsoever (including, without limitation, the reasonable fees and disbursements of counsel and any civil penalties or fines assessed by
OFAC), which may at any time (including, without limitation, at any time following the payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against such Indemnitee in connection with any investigative, administrative or judicial proceeding (whether or not such Indemnitee shall be designated a party thereto) brought or threatened (whether by the Guarantor, the Borrower, any Subsidiary or Affiliate of the Borrower or any other Person) in any way relating to or arising out of this Agreement, any other Loan Document or any documents contemplated hereby or thereby or referred to herein or therein or any actual or proposed use of proceeds of Loans hereunder; provided, that no Indemnitee shall have the right to be indemnified hereunder for such Indemnitee’s own gross negligence or willful misconduct as determined by a court of competent jurisdiction in a final, non-appealable judgment or order. (c) Indemnity in Respect of Environmental Liabilities. Each of the Loan Parties agrees to jointly and severally indemnify each Indemnitee and hold each Indemnitee harmless from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, claims, costs and expenses or disbursements of any kind whatsoever (including, without limitation, reasonable expenses of investigation by engineers, environmental consultants and similar technical personnel and reasonable fees and disbursements of counsel) which may at any time (including, without limitation, at any time following the payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against such Indemnitee in respect of or in connection with any actual or alleged presence or release of Hazardous Substances on or from any property now or previously owned or operated by the Guarantor or any of its Subsidiaries or any predecessor of the Guarantor or any of its Subsidiaries, or any and all
Environmental Liabilities. Without limiting the generality of the foregoing, the Borrower hereby waives all rights of contribution or any other rights of recovery with respect to liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs and expenses and disbursements in respect of or in connection with Environmental Liabilities that it might have by statute or otherwise against any Indemnitee. 37

(d)
Waver of Dancges. To the fullest extent parnitted by ~plicrolelw, no Loan Paiy
shall assert, and hffeby waves. any dam ~anst any lndffnnitee, on any theory of licbility, for
special, indirect, consequential or punitive dan~es (as oppose:! to direct or octual dan~es) a-ising out
of, in oonnection with, or asa result of, this Agreement, any othff Loa, Document or any ~reement or
instrument oontffnl)I aed hereby or thereby, the transactions contffnpl ated hereby or thereby, any Loa,
or the use of the proceoos thereof. No lndffnnitee raerred to in dause (b) cbove shall be licblefor any
d~es a-i sing from the use by unintended recipients of any i nformai on or other materials distributed
by it through telecommunications, electronic or other informaion transmission systffns in oonnection
with this Agreement or the other Loa, Documents or the transactions oontffnpl ated hffeby or thffeby;
provided that nothing in this Section 8.03(d) shall relieve any Lender from its obligations under Section
8.12.
Section 8.04 Siering of Set-Offs. Each Lender ~rees that if it shall, by exercising any right
of sa-off or oounterdam or otherwise, receive payment of a proportion of the ~gregate anount of
principal a1d interest due with re;pect to any Loa, made or Note held by it which is greater than the
proportion received by any other Lender in respect of the ~gregate anount of principal and interest due
with respect to any Loan or Note made or held by such othff Lender, the Lender receiving such
proportionately greeter payment shall purchase such participations in the Loan made or Notes held by the
other Lenders, a1d such other adjustments shal I be made, in each case as may be required ro that al I such
payments of principal and interest with respect to the Loai made or Note held by the Lenders shall be
sha-ed by the Lenders pro raa; provided, that nothing in this Section shall impa r the right of any Lender
to exercise any right of sa-off or oounterd am it may have for payment of indebtedness of the Borrower
other than its indebtedness hereunder.
Section 8.05 Amendments and Wavers. Any provision of this Agreement or the Notes may be
anended or waved if, but only if such amendment or waver is in writing and is signed by the Loa,
Paiies a1d the Required Lenders (aid, if the rights or duties of the Administrative Agent a-e affected
thereby, by the Administrative Agent); provided, that no such a-nendment or waver shall , (a) unless
signed by each Lender adver9:ily affected thereby, (i) increase the Commitment of any Lender or subject
a,y Lender to a,y additional obligation (it being understood tha wavers or modificaions of oonditions
precedent, oovenants, Daaults or of mandaory reductions in the Commitments shall not constitute an
increase of the Commitment of a,y Lender, a1d tha a, increase in the avalcble portion of a,y
Commitment of any Lender asin effect a any time shall not oonstitutean increase in such Commitment),
(ii) reduoe the principal of or rae of interest on any Loan (except in connection with a waver of
~pliccbility of any post-default increase in interest rates. which waver may be made with the ~proval
of the Required Lenders) or any fees hereunder, (iii) postpone the date fixed for a,y payment of interest
on a,y Loan or any fees hereunder or for a,y scheduled termirntion of any Commitment, (iv) postpone
or cha,ge the date fixed for a,y scheduled payment of principal of any Loan, (v) change any provision
hereof in a ma,ner tha would alter the pro ratafunding of Loans required by Section 2.03(b). the pro rata
sha-ing of payments required by Sections 2.06(b) or 2.08(a) or (vi) change the currency in which Loans
a-e to be made or payment under the Loan Documents is to be made, or add additional borrowers or (b)
unless signed by each Lender, (i) change the definition of Required Lender or this Section 8.05 or Section
8.06(a) or (ii) release the Gua-antor from its Obligations under the Gua-anty; provided, further, that if, in
oonnection with any propose:! anendment or waver referred to cbove, the consent of the Required
Lenders is obta noo but the consent of one or more of such othff Lenders whose oonsent is required is not
obtained (each a " Non-Consenting Lender"), then the Borrower shall have the right to replace any such
Non-Consenting Lender with one or more replaoement Lenders pursuant to Section 2.06(b).
Section 8.06 Succesrorsand Assigns.
(a)
Succesrors and Assigns. The provisions of this Agreement shal I be binding upon and
inure to the benefit of the parties herEto and their respective succesrors and assigns, except that no Loan
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(d) Waiver of Damages. To the fullest extent permitted by applicable law, no Loan Party shall assert, and hereby waives, any claim against any Indemnitee, on any theory of liability, for special, indirect, consequential or punitive damages (as opposed to direct or actual damages) arising out of, in connection with, or as a result of, this Agreement, any other Loan Document or any agreement or instrument contemplated hereby or thereby, the transactions contemplated hereby or thereby, any Loan or the use of the proceeds thereof. No Indemnitee referred to in clause (b) above shall be liable for any damages arising from the use by unintended recipients of any information or other materials distributed by it through telecommunications, electronic or other information transmission systems in connection with this Agreement or the other Loan Documents or the transactions contemplated hereby or thereby; provided that nothing in this Section 8.03(d) shall relieve any Lender from its obligations under Section 8.12. Section 8.04 Sharing of Set-Offs. Each Lender agrees that if it shall, by exercising any right of set-off or counterclaim or otherwise, receive payment of a proportion of the aggregate amount of principal and interest due with respect to any Loan made or Note held by it which is greater than the proportion received by any other Lender in respect of the aggregate amount of principal and interest due with respect to any Loan or Note made or held by such other Lender, the Lender receiving such proportionately greater payment shall purchase such participations in the Loan made or Notes held by the other Lenders, and such other adjustments shall be made, in each case as may be required so that all such payments of principal and interest with respect to the Loan made or Note held by the Lenders shall be shared by the Lenders pro rata; provided, that nothing in this Section shall impair the right of any Lender to exercise any right of set-off or counterclaim it
may have for payment of indebtedness of the Borrower other than its indebtedness hereunder. Section 8.05 Amendments and Waivers. Any provision of this Agreement or the Notes may be amended or waived if, but only if such amendment or waiver is in writing and is signed by the Loan Parties and the Required Lenders (and, if the rights or duties of the Administrative Agent are affected thereby, by the Administrative Agent); provided, that no such amendment or waiver shall, (a) unless signed by each Lender adversely affected thereby, (i) increase the Commitment of any Lender or subject any Lender to any additional obligation (it being understood that waivers or modifications of conditions precedent, covenants, Defaults or of mandatory reductions in the Commitments shall not constitute an increase of the Commitment of any Lender, and that an increase in the available portion of any Commitment of any Lender as in effect at any time shall not constitute an increase in such Commitment), (ii) reduce the principal of or rate of interest on any Loan (except in connection with a waiver of applicability of any post-default increase in interest rates, which waiver may be made with the approval of the Required Lenders) or any fees hereunder, (iii) postpone the date fixed for any payment of interest on any Loan or any fees hereunder or for any scheduled termination of any Commitment, (iv) postpone or change the date fixed for any scheduled payment of principal of any Loan, (v) change any provision hereof in a manner that would alter the pro rata funding of Loans required by Section 2.03(b), the pro rata sharing of payments required by Sections 2.06(b) or 2.08(a) or (vi) change the currency in which Loans are to be made or payment under the Loan Documents is to be made, or add additional borrowers or (b) unless signed by each Lender, (i) change the definition of Required Lender or this Section 8.05 or Section 8.06(a) or (ii) release the Guarantor from its
Obligations under the Guaranty; provided, further, that if, in connection with any proposed amendment or waiver referred to above, the consent of the Required Lenders is obtained but the consent of one or more of such other Lenders whose consent is required is not obtained (each a “Non-Consenting Lender”), then the Borrower shall have the right to replace any such Non-Consenting Lender with one or more replacement Lenders pursuant to Section 2.06(b). Section 8.06 Successors and Assigns. (a) Successors and Assigns. The provisions of this Agreement shall be binding upon and inure to the benefit of the parties hereto and their respective successors and assigns, except that no Loan 38

Pcrty may assign or otherwise tra.si'er any of its rights under thisAgreemerit without the prior writteri
consa,t of all of the Leriders and the Administrative Agerit, exCEpt to the exterit any such assignmerit
results from the consummai on of a merger or conrol idati on permitted pursuant to this Agreement.
(b)
Pcrticipations. Any Lerlder may at any time grant to one or more banks or other
financial institutions or spa::ial purpose funding vdlicle (ea::h a "Pcrticipant") participating interests in
any or al I of its Loans. In the event of any such grant by a L erider of a participating interest to a
Pcrticipant, whether or not upon notice to the Borrower and the Administrative Agent, such Lender shal l
ra-na n re:ponsi bl e for the pert ormance of its obi igati ons hereunder, and the Borrower and the
Administrative Agerit shall continue to dea oolely and directly with such Lerider in connection with
such L erider' s rights and obi i gati ons under this Agreemerit. Any agreemerit pursuant to which any
Lerider may grant such a participating interest shall providetha such Lerlder shall retan the role right
and re:ponsibil ity to eriforce the obl igations of the Loan Pcrties hereunder including, without limitation,
the right to cpprove any amerldment, modification or waver of any provision of thisAgreemerit;
provided, that such participation agreemerit may provide that such Lerider will not agree to any
modification, ameridment or waver of this Agreemerit which would (i) exterid the Termination Date,
reduce the rate or extend the ti me of payment of principal, interest or fees on any Loan in which such
Pcrticipant is participating (exCEpt in connection with a waver of applicability of any post-defrult
increase in interest rates) or reduce the principal amount thereof, or increase the amount of the
Pcrticipant's participation over the amount thereof then in effect (it being understood that a waiver of
any Defrult shall not constitute a change in the terms of such participation, and tha an increase in any
Loan shall be permitted without the consa,t of any Pcrticipant if the Pcrticipait's participation is not
increased as a result thereof) or (ii) al Iow the assignment or transfer by any Loan Pcrty of any of its
rights and obligations under thisAgreemerit, without the consa,t of the Pcrticipant, exCEpt to the extent
any such assignment results from the consummation of a merger or conool i dai on permitted pursuant to
thisAgreemerit. The Borrower agrees tha ea::h Pcrticipant shall, to the exterit provided in its
participation agreemerit, be erititl ed to the beriefi ts of Article II with re:pect to its participating interest
to the same extent as if it were a Lender, subject to the same requirements and limitaionstherein,
including the requi remerits under Section 2.15(e) (it being understood that the documentation required
under Section 2.15(e) shall del ivered to the participating Lerlder) to the same exterit as if it were a
Lerider and in no case shall any Pcrticipant be erititled to receive any amount payrole pursuant to Article
II tha is greater than the amount such Lender granting such Pcrticipant's participating interest would
have been entitled to receive ha:t ruch Lerlder not oold such participating interest. An assignment or
other transfer which is not permitted by rubsoction (c) or (d) below shall begiveri effect for purposes of
this Agreemerit only to the exterit of a participating interest granted in accordance with this subsocti on
(b). Each Lerider tha sellsaparticipciion shall, acting oolely for this purpose as a non-fiduciary agent of
the Borrower, mantan a register (rolely for tax purposes) on which it eriters the name and a:tdress of
ea::h Pcrticipant and the principal amounts (and stated interest) of each Pcrticipant's interest in the
Loans or other obi igations under the Loan Documents (the "Pcrticipant Ra;iister"). The entries in the
Pcrticipant Register shall be conclusive aJsa1t manifest error, and such Lerider shall treat each Pa-oon
whose name is recorded in the Pcrti ci pant Register as the owner of such parti ci pcii on for al I purposes of
this Agreemerit notwithstanding any notice to the contrary.
(c)
Assignments Generally. Any Lerider may a any time assign to one or more Eligible
Assignees (ea::h, an "Assignee") all, or a proportionate part (equivalent to an initial amount of not less
than $2,000,000 or any larger integral multiple of $1,000,000), of its rights and obligations under this
Agreemerit and the Notes with re:pect to its Loans and such Assignee shall a:S9.Jme ruch rights and
obligations, pursuant to an Assignment and Assumption Agreemerit in substantial ly the form of Exhibit
£_atached hereto executed by such Assignee and such transferor, with (and subject to) the consa,t of
the Borrower and the Admi ni strciive Agerit, which consa,ts of the Borrower and the Admi ni strctive
Agerit shall not be unreaoonroly withheld or delayed; provided, tha if an Assignee isan Affiliate of
such transferor Lerider or was a Lerlder immediately prior to such assignment, no such consa,t of the
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Party may assign or otherwise transfer any of its rights under this Agreement without the prior written consent of all of the Lenders and the Administrative Agent, except to the extent any such assignment results from the consummation of a merger or consolidation permitted pursuant to this Agreement. (b) Participations. Any Lender may at any time grant to one or more banks or other financial institutions or special purpose funding vehicle (each a “Participant”) participating interests in any or all of its Loans. In the event of any such grant by a Lender of a participating interest to a Participant, whether or not upon notice to the Borrower and the Administrative Agent, such Lender shall remain responsible for the performance of its obligations hereunder, and the Borrower and the Administrative Agent shall continue to deal solely and directly with such Lender in connection with such Lender’s rights and obligations under this Agreement. Any agreement pursuant to which any Lender may grant such a participating interest shall provide that such Lender shall retain the sole right and responsibility to enforce the obligations of the Loan Parties hereunder including, without limitation, the right to approve any amendment, modification or waiver of any provision of this Agreement; provided, that such participation agreement may provide that such Lender will not agree to any modification, amendment or waiver of this Agreement which would (i) extend the Termination Date, reduce the rate or extend the time of payment of principal, interest or fees on any Loan in which such Participant is participating (except in connection with a waiver of applicability of any post-default increase in interest rates) or reduce the principal amount thereof, or increase the amount of the Participant’s participation over the amount thereof then in effect (it being understood that a waiver of any Default shall not constitute a change in the terms of such participation, and that an increase in
any Loan shall be permitted without the consent of any Participant if the Participant’s participation is not increased as a result thereof) or (ii) allow the assignment or transfer by any Loan Party of any of its rights and obligations under this Agreement, without the consent of the Participant, except to the extent any such assignment results from the consummation of a merger or consolidation permitted pursuant to this Agreement. The Borrower agrees that each Participant shall, to the extent provided in its participation agreement, be entitled to the benefits of Article II with respect to its participating interest to the same extent as if it were a Lender, subject to the same requirements and limitations therein, including the requirements under Section 2.15(e) (it being understood that the documentation required under Section 2.15(e) shall delivered to the participating Lender) to the same extent as if it were a Lender and in no case shall any Participant be entitled to receive any amount payable pursuant to Article II that is greater than the amount such Lender granting such Participant’s participating interest would have been entitled to receive had such Lender not sold such participating interest. An assignment or other transfer which is not permitted by subsection (c) or (d) below shall be given effect for purposes of this Agreement only to the extent of a participating interest granted in accordance with this subsection (b). Each Lender that sells a participation shall, acting solely for this purpose as a non-fiduciary agent of the Borrower, maintain a register (solely for tax purposes) on which it enters the name and address of each Participant and the principal amounts (and stated interest) of each Participant’s interest in the Loans or other obligations under the Loan Documents (the “Participant Register”). The entries in the Participant Register shall be conclusive absent manifest error, and such Lender shall treat each Person whose name is recorded in the Participant Register
as the owner of such participation for all purposes of this Agreement notwithstanding any notice to the contrary. (c) Assignments Generally. Any Lender may at any time assign to one or more Eligible Assignees (each, an “Assignee”) all, or a proportionate part (equivalent to an initial amount of not less than $2,000,000 or any larger integral multiple of $1,000,000), of its rights and obligations under this Agreement and the Notes with respect to its Loans and such Assignee shall assume such rights and obligations, pursuant to an Assignment and Assumption Agreement in substantially the form of Exhibit E attached hereto executed by such Assignee and such transferor, with (and subject to) the consent of the Borrower and the Administrative Agent, which consents of the Borrower and the Administrative Agent shall not be unreasonably withheld or delayed; provided, that if an Assignee is an Affiliate of such transferor Lender or was a Lender immediately prior to such assignment, no such consent of the 39

Borrower or the Administrative Agent shall be require'.:!; provide'.:!, further, tha if at the ti me of such
assignment a Default or an Event of Default has occurred and is continuing, no such consent of the
Borrower shall be require'.:!; provided, further, tha no such assignment may be made prior to the
Effa::tive Date without the prior written consent of the Admi nistraive Agent: provide'.:!, further, that the
provisions of Sections 2.10, 2.14, 2.15 and 8.03 of this Agreement shall inure to the benefit of a
transferor with respect to any Loans made or any other actions tal<en by such transferor whi le it was a
Lender. Upon exa::ution and delivery of such instrument and payment by such Assignee to such
transferor of an anount equa to the purchase price agree'.:! between such transferor and such Assignee,
such Assignee shal be a Lender party to this Agreement and shal have all the rights and obligations of
a Lender, as set forth in such instrument of assumption, and the transferor shall be relffiSEld from its
obligations hereunder to a corresponding extent, and no further consent or action by any party shall be
required. Upon the consummai on of any assignment pursuant to this subsection (c), the transferor, the
Administrative Agent and the Borrower sha I mal<e cl)propri ae arangements oo tha, if requi roo, a new
Note is issue'.:! to the Assignee. In conna::tion with any such assignment, the transferor shall pay to the
Administrative Agent an administrative fee for processing such assignment in theanount of $3,500;
provi doo that the Admi ni strati ve Agent may, in its ool e di s::reti on, elect to waive such admi ni strative fee
in the case of any assignment. Each Assignee shal l, on or before the effective date of such assignment,
deliver to the Borrower and the Admi ni strai ve Agent certi ti cai on as to exemption from doouction or
withholding of any Uni too Staes Taxes in accordance with Section 2. 14(e).
(d)
Assignments to Fooera Reserve Banks. Any Lender may at any time assign al or any
portion of its rights under this Agreement and its Note to a Federal Reserve Bank. No such assignment
shall release the transferor Lender from its obl igationshereunder.
(e)
Rooister. The Borrower hereby designaes the Admi nistraive Agent to serve as the
Borrower's agent, solely for purposes of this Section 8.06(e), to (i) maintain a register (the " Rooister")
on which the Administrative Agent will ra::ord the Loans made by eoch Lender and eoch repayment in
respect of the principal amount of the Loans of eoch Lender and to (ii) retain a copy of eoch Assignment
and Assumption Agreement delivered to the Administrative Agent pursuant to this Section. Fai Iure to
mal<e any such ra::ordation, or any error in such ra::ordati on, shal I not affect the Borrower's obligation
in respect of such Loans. The entries in the Register shall becondusive, in therosenceof manifest
error, and the Borrower and theAdministrativeAgent and the other Lenders shall treEt eoch Perron in
whose name a Loan and the Note evidencing the sane is registered as the owner thereof for al purposes
of this Agreement, notwithstanding notice or any provision herein to the contrary. With respect to any
Lender, the assignment or other transfer of the rights to the principal of, and interest on, any Loan made
and any Note issue'.:! pursuant to this Agreement shall not be effective unti I such assignment or other
transfer is recordoo on the Register and, except to the extent provide'.:! in this Section 8.06(e). otherwise
compl ies wi th Section 8.06, and prior to such ra::ordation al l anountsowing to the transferring Lender
with respect to such Loans and Notes shall remain owing to the transferring Lender. The registration of
assignment or other transfer of al or part of any Loans and Notes for such Lender shall be recordoo by
the Administrative Agent on the Register, only upon the acceptance by theAdministrativeAgent of a
properly exa::utoo and del ivered Assignment and Assumption Agreement and payment of the
administraivefeereferrootoinSection8.06(c). TheRegister shall be availrole for impection by
eoch of the Borrower a any ra:s:>nrol e ti me and from ti me to ti me upon ra:s:>mbl e pri ornoti ce. I n
addition, at any time tha a request for a consent for a material or substantive change to the Loan
Documents is pending, any Lender wishing to consult with other Lenders in connection therewith may
request and receive from theAdministraiveAgent a copy of the Register. The Borrower may not
replace any Lender unless, with respect to any Notes held by such Lender, the requirements of Section
8.65(c) and this Section 8.06(e) have been saisfioo.
Section 8.07 Governing Law: Submission toJJris::liction. This Agreement and eoch Note shall
begovernoo by and construed in accordance with the internal laws of the Staeof New York. Each Loan

40

Borrower or the Administrative Agent shall be required; provided, further, that if at the time of such assignment a Default or an Event of Default has occurred and is continuing, no such consent of the Borrower shall be required; provided, further, that no such assignment may be made prior to the Effective Date without the prior written consent of the Administrative Agent; provided, further, that the provisions of Sections 2.10, 2.14, 2.15 and 8.03 of this Agreement shall inure to the benefit of a transferor with respect to any Loans made or any other actions taken by such transferor while it was a Lender. Upon execution and delivery of such instrument and payment by such Assignee to such transferor of an amount equal to the purchase price agreed between such transferor and such Assignee, such Assignee shall be a Lender party to this Agreement and shall have all the rights and obligations of a Lender, as set forth in such instrument of assumption, and the transferor shall be released from its obligations hereunder to a corresponding extent, and no further consent or action by any party shall be required. Upon the consummation of any assignment pursuant to this subsection (c), the transferor, the Administrative Agent and the Borrower shall make appropriate arrangements so that, if required, a new Note is issued to the Assignee. In connection with any such assignment, the transferor shall pay to the Administrative Agent an administrative fee for processing such assignment in the amount of $3,500; provided that the Administrative Agent may, in its sole discretion, elect to waive such administrative fee in the case of any assignment. Each Assignee shall, on or before the effective date of such assignment, deliver to the Borrower and the Administrative Agent certification as to exemption from deduction or withholding of any United States Taxes in accordance with Section 2.14(e). (d) Assignments to Federal Reserve Banks. Any Lender may at any time assign al
or any portion of its rights under this Agreement and its Note to a Federal Reserve Bank. No such assignment shall release the transferor Lender from its obligations hereunder. (e) Register. The Borrower hereby designates the Administrative Agent to serve as the Borrower’s agent, solely for purposes of this Section 8.06(e), to (i) maintain a register (the “Register”) on which the Administrative Agent will record the Loans made by each Lender and each repayment in respect of the principal amount of the Loans of each Lender and to (ii) retain a copy of each Assignment and Assumption Agreement delivered to the Administrative Agent pursuant to this Section. Failure to make any such recordation, or any error in such recordation, shall not affect the Borrower’s obligation in respect of such Loans. The entries in the Register shall be conclusive, in the absence of manifest error, and the Borrower and the Administrative Agent and the other Lenders shall treat each Person in whose name a Loan and the Note evidencing the same is registered as the owner thereof for all purposes of this Agreement, notwithstanding notice or any provision herein to the contrary. With respect to any Lender, the assignment or other transfer of the rights to the principal of, and interest on, any Loan made and any Note issued pursuant to this Agreement shall not be effective until such assignment or other transfer is recorded on the Register and, except to the extent provided in this Section 8.06(e), otherwise complies with Section 8.06, and prior to such recordation all amounts owing to the transferring Lender with respect to such Loans and Notes shall remain owing to the transferring Lender. The registration of assignment or other transfer of all or part of any Loans and Notes for such Lender shall be recorded by the Administrative Agent on the Register, only upon the acceptance by the Administrative Agent of a properly executed and delivered Assignment and Assumption Agreement
and payment of the administrative fee referred to in Section 8.06(c). The Register shall be available for inspection by each of the Borrower at any reasonable time and from time to time upon reasonable prior notice. In addition, at any time that a request for a consent for a material or substantive change to the Loan Documents is pending, any Lender wishing to consult with other Lenders in connection therewith may request and receive from the Administrative Agent a copy of the Register. The Borrower may not replace any Lender unless, with respect to any Notes held by such Lender, the requirements of Section 8.65(c) and this Section 8.06(e) have been satisfied. Section 8.07 Governing Law; Submission to Jurisdiction. This Agreement and each Note shall be governed by and construed in accordance with the internal laws of the State of New York. Each Loan 40

Pcrty hereby rubmits to the nonexdusive juris:iiction of the Unitoo Stctes District Court for the Southern
District of Ne.v York a,d of a,y Ne.v York State court sitting in Ne.v York City for purposes of all legal
procoo:lings a-ising out of or relating to this Agreement or the tra,soctions conternplatoo hereby. Each
L 001 Pa-ty i rrevoat>I y waives, to the ful Iest extent permi ttoo by Iaw, a,y obj Edi on which it may now or
hereafter have to the Iayi ng of the venue of a,y ruch proceooi ng brought in such court a,d a,y d aim that
a1y ruch proceooi ng brought in a1y ruch court has been brought in a1 inconvenient forum.
SEcii on 8.08 Counta::pais; Integration; EffEciiveness. This Agreement shal I become effEcii ve
on the EffEciive Date. This Agreement may be signoo in a1y number of counterpais, eoch of which shall
be a, original, with the sa-ne effEci as if the signatures thereto aid hereto were upon the sa-ne instrument.
On a1d after the EffEciive Date, this Agreement a1d the other Loa-i Documents constitute the entire
cgreernent a1d understa1di ng a-nong the paii es hereto a1d supersooe a1y a1d al I prior cgreements a1d
understaldi ngs, oral or written, relating to the rubj Ed mater heroof a1d theroof.
SEciion 8.09 Generally Acca;>too Accounting Principles. Unless otherwise ~ocifioo herein, all
a:counti ng terms usoo herein shal I be i nterpretoo, al I a:counti ng determinations hereunder s,al I be ma::le
a1d all fina,cial staternentsrequiroo tobedeliveroo hereunder shal l bepr~a-oo in ax:orda,cewith GAAP
as in effEci from time to time, ~plioo on a basis consistent (ex~t for cha,ges concurroo in by the
Guaraitor's independent publ ic acx::ounta,ts) with the auditoo conrol idatoo fina,cial statements of the
Guara,tor aid its Conrol idatoo Subsidiaries most rocently deliveroo to the Lenders; providoo, that, if the
Guara1tor notifies the Administrative Agent that the Guara,tor wis,esto a-nend a1y covena,t in Artide
Y... to eliminate the effEci of a,y cha,ge in GAAP on the operation of ruch covenarit (or if the
Administrative Agent notifies the Gua-aritor that a Lender wis,es to amend Artide V for ruch purpose),
then the Guaraitor's compliance with such covenant shall be determined on the basis of GAAP in effEci
i mmooi atel y before the rel eva1t cha,ge in GAA P became effEdi ve, unti I either ruch notice is withdrawn
or ruch covenarit is a-nendoo in a ma1ner sctisfactory to the Guara,tor arid ruch Requiroo Lenders.
SEciion 8.10 ~ - The following rules of construction a,d uscge shall be ~pliea:>le to this
Agreement and to any instrument or cgreement that isgovernoo by or referroo to in this Agreement.
(a)
All termsdefinoo in this Agreement shall havethedefinoo meaiingswhen usoo in a1y
instrument governoo hereby or raerroo to herein and in any certificate or other document ma::le or
del iveroo purrua,t hereto or thereto unless otherwise defi noo therein.
(b)
The words " hereof', "herein'', "hereunder" and words of similar import when used in
this Agreement or in a,y instrument or cgreement governoo here shall beconstruoo to refer to this
Agreement or ruch instrument or cgreement, as ~pliea:>le, in its entirety a,d not to a,y paiicular
provision or rubdivision heroof or theroof.
(c)
References in this Agreement to " Article", " Section", " Exhibit" , "Schedule" or another
rubdivision or attachment s,all be construoo to refer to an aiide, section or other rubdivision of, or a,
exhibit, schooul e or other attachment to, this Agreement uni ess the context otherwise requires: references
in a,y instrument or cgreement governoo by or referroo to in this Agreement to "Article", "Section",
"Exhibit", "Schedule" or another subdivision or attachment shall be construed to refer to an aiicle, section
or other rubdivision of, or an exhibit, schoouleor other atachment to, such instrument or cgreement unless
the context otherwise requires.
(d)
Thedefiniti onscontainoo in this Agreement shall ~ply equally to the singular aid
plural forms of ruch terms. Whenever the context may require, a1y pronoun shal l include the
corre,pondi ng masculine, fernini ne a,d neuter forms. The word "will" shall be construoo to have the
same meaning as the word "shall" . The term " including" shall be construed to have the same meaning
as the phrase "including without limitation" .
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Party hereby submits to the nonexclusive jurisdiction of the United States District Court for the Southern District of New York and of any New York State court sitting in New York City for purposes of all legal proceedings arising out of or relating to this Agreement or the transactions contemplated hereby. Each Loan Party irrevocably waives, to the fullest extent permitted by law, any objection which it may now or hereafter have to the laying of the venue of any such proceeding brought in such court and any claim that any such proceeding brought in any such court has been brought in an inconvenient forum. Section 8.08 Counterparts; Integration; Effectiveness. This Agreement shall become effective on the Effective Date. This Agreement may be signed in any number of counterparts, each of which shall be an original, with the same effect as if the signatures thereto and hereto were upon the same instrument. On and after the Effective Date, this Agreement and the other Loan Documents constitute the entire agreement and understanding among the parties hereto and supersede any and all prior agreements and understandings, oral or written, relating to the subject matter hereof and thereof. Section 8.09 Generally Accepted Accounting Principles. Unless otherwise specified herein, all accounting terms used herein shall be interpreted, all accounting determinations hereunder shall be made and all financial statements required to be delivered hereunder shall be prepared in accordance with GAAP as in effect from time to time, applied on a basis consistent (except for changes concurred in by the Guarantor’s independent public accountants) with the audited consolidated financial statements of the Guarantor and its Consolidated Subsidiaries most recently delivered to the Lenders; provided, that, if the Guarantor notifies the Administrative Agent that the Guarantor wishes to amend any covenant in Article V to eliminate the effect of any change in GAAP on the
operation of such covenant (or if the Administrative Agent notifies the Guarantor that a Lender wishes to amend Article V for such purpose), then the Guarantor’s compliance with such covenant shall be determined on the basis of GAAP in effect immediately before the relevant change in GAAP became effective, until either such notice is withdrawn or such covenant is amended in a manner satisfactory to the Guarantor and such Required Lenders. Section 8.10 Usage. The following rules of construction and usage shall be applicable to this Agreement and to any instrument or agreement that is governed by or referred to in this Agreement. (a) All terms defined in this Agreement shall have the defined meanings when used in any instrument governed hereby or referred to herein and in any certificate or other document made or delivered pursuant hereto or thereto unless otherwise defined therein. (b) The words “hereof”, “herein”, “hereunder” and words of similar import when used in this Agreement or in any instrument or agreement governed here shall be construed to refer to this Agreement or such instrument or agreement, as applicable, in its entirety and not to any particular provision or subdivision hereof or thereof. (c) References in this Agreement to “Article”, “Section”, “Exhibit”, “Schedule” or another subdivision or attachment shall be construed to refer to an article, section or other subdivision of, or an exhibit, schedule or other attachment to, this Agreement unless the context otherwise requires; references in any instrument or agreement governed by or referred to in this Agreement to “Article”, “Section”, “Exhibit”, “Schedule” or another subdivision or attachment shall be construed to refer to an article, section or other subdivision of, or an exhibit, schedule or other attachment to, such instrument or agreement unless the context otherwise requires. (d) The definitions contained in this Agreement shall apply equally to the singular and plural forms of
such terms. Whenever the context may require, any pronoun shall include the corresponding masculine, feminine and neuter forms. The word “will” shall be construed to have the same meaning as the word “shall”. The term “including” shall be construed to have the same meaning as the phrase “including without limitation”. 41

(e)
Uni ess the context otherwise ra:iui res, aiy definition of or reference to aiy cgreement,
instrument, staute or document contcined in this Agreement or in aiy cgreement or instrument that is
governed by or referred to in this Agreement shall be construed (i) as referring to such cgreement,
instrument, staute or document as the sane may be amended, supplemented or otherwise modified
from ti me to ti me (subject to aiy restrictions on such aTiendments, suppl anents or modi ti ccti ons set
forth in this Agreement or in aiy cgreement or instrument governed by or referred to in this
Agreement), including (in the case of cgreements or instruments) by waver or consent aid (in the case
of stautes) by succession of compa-al:>le succesoor stautesaid (ii) to indude (in the case of cgreements
or instruments) references to all attachments thereto aid instruments incorporaed therein. Any
reference to aiy Peroon shal I be construed to ind ude such Person's successors and pennitted assigns.
(f)
Unless the context otherwise requires, whenever any statement is qualified by "to the best
knowledge of' or " known to" (or a simila-phrase) aiy Perron tha is not a natural perron, it is intended to
indicate thct the senior mancganent of such Perron has conducted a commercial Iy reEronal:>I e inquiry and
investigation prior to mal<ing such staement aid no member of the senior maicgement of such Perron
(including mancgers, in the case of Ii mi ted Ii al:>i Ii ty COfll)aii es, aid general partners, in the case of
partnerships) has current actual knowledge of the inaccuracy of such statanent.
(g)
Unless otherwise ~ified, al l references herein to times of day shall constitute
references to Eastern Time.
Soction 8.11 WAIVER OF JURY TRIAL. EACH OF THE LOAN PARTIES HEREBY
IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL
PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE
TRANSA.CTIONSCONTEMPLATED HEREBY.
Soction 8.12 Confidentiality. Each Lender cgrees to hold all non-public informaion obtcined
pursuait to the ra:iui rements of this Agreement in accordaice with its customary procedure for haidl i ng
confidential information of this nature aid in accordaicewith safe and round baiking practices; provided,
that nothing herein shall prevent aiy Lender from disdosing such informaion (i) to aiy other Lender or
to the Administraive Agent, (ii) to aiy other Perron if rearonal:>ly incidental to the administration of the
Loais, (iii) upon the order of aiy court or administrative agency, (iv) to the extent ra:iuested by, or
ra:iuired to be disdosed to, aiy rating cgency or regulatory agency or simila- ruthority (induding aiy
self-regulatory authority, such as the Naional AS&lciation of I nsuraice Commissioners), (v) which had
been publicly dioclosed other thai asa result of a disclosure by the Administrative Agent or aiy Lender
prohibited by this Agreement, (vi) in connection with aiy litigaion to which the Administrative Agent,
aiy Lender or aiy of their re:pective Subsidia-ies or Affi liates may be party, (vii) to the extent necessa-y
in connection with the exercise of aiy remedy hereunder, (viii) to such Lender's or the Administrative
Agent's Affiliaes aid their re:pective directors, officers, employees and cgents induding legal counsel
aid independent ruditors (it being understood tha the Peroons to whom such disclosure is made wil l be
informed of the confidential ncture of such information aid instructed to keep such information
confidential), (ix) with the consent of the Borrower, (x) to Gold Sheets and other simila- baik trade
publicctions, such information to consist oolely of deal terms and other information customa-ily found in
such publications aid (xi) subject to provisions substaitially simila- to those contained in this Soction, to
aiy actual or proposed Participait or Assignee or to aiy actual or pr~ective counterparty (or its
advirors) to aiy securitizaion, swap or derivative traisaction relaing to the Loai Parties' Obligations
hereunder. Notwithstaiding the foregoing, the Administrative Agent, aiy Lender or Winston & Strawn
LL P may circulate promotional materials aid pl ace adverti sanents in ti naici al and other newspapers aid
periodicals or on a home pcge or simila- place for dissemination of information on the Internet or
worldwide woo, in ea;h case, after the closing of the traisacti ons contemplated by this Agreement in the
fo1m of a "tombstone" or other release limited to describing the ncrnes of the Loan Parties or their
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(e) Unless the context otherwise requires, any definition of or reference to any agreement, instrument, statute or document contained in this Agreement or in any agreement or instrument that is governed by or referred to in this Agreement shall be construed (i) as referring to such agreement, instrument, statute or document as the same may be amended, supplemented or otherwise modified from time to time (subject to any restrictions on such amendments, supplements or modifications set forth in this Agreement or in any agreement or instrument governed by or referred to in this Agreement), including (in the case of agreements or instruments) by waiver or consent and (in the case of statutes) by succession of comparable successor statutes and (ii) to include (in the case of agreements or instruments) references to all attachments thereto and instruments incorporated therein. Any reference to any Person shall be construed to include such Person’s successors and permitted assigns. (f) Unless the context otherwise requires, whenever any statement is qualified by “to the best knowledge of” or “known to” (or a similar phrase) any Person that is not a natural person, it is intended to indicate that the senior management of such Person has conducted a commercially reasonable inquiry and investigation prior to making such statement and no member of the senior management of such Person (including managers, in the case of limited liability companies, and general partners, in the case of partnerships) has current actual knowledge of the inaccuracy of such statement. (g) Unless otherwise specified, all references herein to times of day shall constitute references to Eastern Time. Section 8.11 WAIVER OF JURY TRIAL. EACH OF THE LOAN PARTIES HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS
CONTEMPLATED HEREBY. Section 8.12 Confidentiality. Each Lender agrees to hold all non-public information obtained pursuant to the requirements of this Agreement in accordance with its customary procedure for handling confidential information of this nature and in accordance with safe and sound banking practices; provided, that nothing herein shall prevent any Lender from disclosing such information (i) to any other Lender or to the Administrative Agent, (ii) to any other Person if reasonably incidental to the administration of the Loans, (iii) upon the order of any court or administrative agency, (iv) to the extent requested by, or required to be disclosed to, any rating agency or regulatory agency or similar authority (including any self-regulatory authority, such as the National Association of Insurance Commissioners), (v) which had been publicly disclosed other than as a result of a disclosure by the Administrative Agent or any Lender prohibited by this Agreement, (vi) in connection with any litigation to which the Administrative Agent, any Lender or any of their respective Subsidiaries or Affiliates may be party, (vii) to the extent necessary in connection with the exercise of any remedy hereunder, (viii) to such Lender’s or the Administrative Agent’s Affiliates and their respective directors, officers, employees and agents including legal counsel and independent auditors (it being understood that the Persons to whom such disclosure is made will be informed of the confidential nature of such information and instructed to keep such information confidential), (ix) with the consent of the Borrower, (x) to Gold Sheets and other similar bank trade publications, such information to consist solely of deal terms and other information customarily found in such publications and (xi) subject to provisions substantially similar to those contained in this Section, to any actual or proposed Participant or Assignee or to any actual or prospective counterparty (or its
advisors) to any securitization, swap or derivative transaction relating to the Loan Parties’ Obligations hereunder. Notwithstanding the foregoing, the Administrative Agent, any Lender or Winston & Strawn LLP may circulate promotional materials and place advertisements in financial and other newspapers and periodicals or on a home page or similar place for dissemination of information on the Internet or worldwide web, in each case, after the closing of the transactions contemplated by this Agreement in the form of a “tombstone” or other release limited to describing the names of the Loan Parties or their 42

Affiliates, or any of them, and the anount, type and closing date of such trcl'lSOCtions, all at their oole
expense.
Sa::tion 8.13 USA. PATRIOT Act Notice. Ea::h Lender tha is subjoct to the Patriot Act (as
hereinater definoo) and the Administraive Agent (for itself and not on behalf of any Lender) hereby
noti fies the Locn Paiiestha pursuant to therequirementsof the USA. PATRIOT Act (Title Ill of Pub. L .
107-56 (signoo into law October 26, 2001)) (the " Patriot Act"), it is required to obtain, verify and record
informction that identifies the Borrower and the Guaantor, which informaion indudes the name aid
oodress of each Loa, Paiy and other informction tha wil l al low such Lender, or the Administrative
Agent, as~plicrole, to identify each Loa, Paiy in a:::cordancewith the PctriotAct.
Sa::tion 8.14 No Fiduciay Duty. The Administraive Agent, eoch Lender aid their r~ive
Affi liates (colloctively, solely for purposes of thispa~r~h. the " Lender Paiies"), may have economic
interests tha conflict w ith those of the L001 Paiies, thei r r~ive Affi liates aid/or their r~ive
stockholders (col IEdi vel y, ool el y for purposes of this pa~r~h. the " Borrower Paii es''). Ea::h L 001 Paiy
~rees tha nothing in the Locn Documents or otherwise will bedeeme:l to create an oovioory, fiduciay
or c:gency relaionship or fiduciay or other implioo duty (other thai aiy implioo duty of good fath)
between any Lender Paiy, on the one haid, and any Borrower Paiy, on the other. The Lender Paiies
a:knowlooge aid ~ree that (a) the transactions cont01l)laoo by the Loa, Documents(incfuding the
exercise of rights and remedies hereunder and thereunder) are arm's-length commercial transactions
between the Lender Paiies, on the one hand, and the Loa, Paiies, on the other and (b) in connoction
therewith and with the process leading thereto, (i) no Lender Paiy hasassumoo ai advioory or fiduciay
responsibility in favor of aiy Borrower Paiy with respoct to thetraisactionscontemplatoo hereby (or the
exercise of rights or remooi es with respoct thereto) or the process I eadi ng thereto (i r r ~ i ve of whether
any Lender Pcrty has advised, is currently advising or w ill advise any Borrower Paiy on other matters)
or any other obligation to any Borrower Paiy ex~t the obligations expressly set forth in the Loa,
Documents aid (ii) each Lender Paiy is acting oolely as principal aid not asthe~ent or fiduciay of any
Borrower Paiy. Ea::h Loa, Paiy a:knowloogesand ~reestha it has consul too its own legal and financial
oovioors to the extent it deemoo ~propriae aid tha it is responsible for making its own independent
judgment with r ~ to such transactions and the process Ieadi ng thereto. Each L 001 Paiy ~rees tha
it w ill not dam tha any Lender Paiy has renderoo oovioory services of any naureor respoct, or owes a
f i duci ay or si mi Ia duty to any Borrower Paiy, in connoction with such transaction or the process Ieadi ng
thereto.
Sa::tion 8.15. Interest Rae Limitaion. Notwithstanding anything herein to the contray, if a any
time the interest rae ~pliccble to aiy Loan, together w ith all fees, chages and other amounts which ae
treatoo as interest on such L 001 under ~pl i ccbl e Iaw (col IEdi vel y the "Charges"), shall exceed the maximum
lawful rate (the " Maximum Rae") which may be contracted for, charged, taken, received or reserved by the
Lender holding such L 001 in a:::cordance with ~pl i ccbl e Iaw, the ra e of interest payable in respoct of such
L001 hereunder, together with al l Chagespayable in respoct thereof, shall be limitoo to the Maximum Rae
and, to the extent lawful , the interest and Chagesthat would have been payable in respoct of such Locn but
were not payable as a result of the operation of this Sa::ti on shal I be cumul aoo and the interest and Chages
payable to a Lender in respoct of other Loa,sor periods shal l be increasoo (but not above the Maximum Rate
therefor) unti I such cumul atoo amount, together with interest thereon a the Fooeral Funds Rate to the date of
repayment, shall ha1ebeen receivoo by such Lender.
Sa::tion 8.16. Severability. Any provision of any Loa, Document held to be invalid, illegal or
unenforcerole in any juris::liction shall , as to such juris::liction, be ineffoctive to the extent of such invalidity,
il legality or unenforceroility without afocting the val idity, legality and enforceroil ity of the remaning
provisions thereof; and the invalidity of a partirula provision in a partirula juris::liction shal l not invalidate
such provision in any other juris::liction.
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Affiliates, or any of them, and the amount, type and closing date of such transactions, all at their sole expense. Section 8.13 USA PATRIOT Act Notice. Each Lender that is subject to the Patriot Act (as hereinafter defined) and the Administrative Agent (for itself and not on behalf of any Lender) hereby notifies the Loan Parties that pursuant to the requirements of the USA PATRIOT Act (Title III of Pub. L. 107-56 (signed into law October 26, 2001)) (the “Patriot Act”), it is required to obtain, verify and record information that identifies the Borrower and the Guarantor, which information includes the name and address of each Loan Party and other information that will allow such Lender, or the Administrative Agent, as applicable, to identify each Loan Party in accordance with the Patriot Act. Section 8.14 No Fiduciary Duty. The Administrative Agent, each Lender and their respective Affiliates (collectively, solely for purposes of this paragraph, the “Lender Parties”), may have economic interests that conflict with those of the Loan Parties, their respective Affiliates and/or their respective stockholders (collectively, solely for purposes of this paragraph, the “Borrower Parties”). Each Loan Party agrees that nothing in the Loan Documents or otherwise will be deemed to create an advisory, fiduciary or agency relationship or fiduciary or other implied duty (other than any implied duty of good faith) between any Lender Party, on the one hand, and any Borrower Party, on the other. The Lender Parties acknowledge and agree that (a) the transactions contemplated by the Loan Documents(including the exercise of rights and remedies hereunder and thereunder) are arm’s-length commercial transactions between the Lender Parties, on the one hand, and the Loan Parties, on the other and (b) in connection therewith and with the process leading thereto, (i) no Lender Party has assumed an advisory or fiduciary responsibility in favor of any Borrower Party with respect to
the transactions contemplated hereby (or the exercise of rights or remedies with respect thereto) or the process leading thereto (irrespective of whether any Lender Party has advised, is currently advising or will advise any Borrower Party on other matters) or any other obligation to any Borrower Party except the obligations expressly set forth in the Loan Documents and (ii) each Lender Party is acting solely as principal and not as the agent or fiduciary of any Borrower Party. Each Loan Party acknowledges and agrees that it has consulted its own legal and financial advisors to the extent it deemed appropriate and that it is responsible for making its own independent judgment with respect to such transactions and the process leading thereto. Each Loan Party agrees that it will not claim that any Lender Party has rendered advisory services of any nature or respect, or owes a fiduciary or similar duty to any Borrower Party, in connection with such transaction or the process leading thereto. Section 8.15. Interest Rate Limitation. Notwithstanding anything herein to the contrary, if at any time the interest rate applicable to any Loan, together with all fees, charges and other amounts which are treated as interest on such Loan under applicable law (collectively the “Charges”), shall exceed the maximum lawful rate (the “Maximum Rate”) which may be contracted for, charged, taken, received or reserved by the Lender holding such Loan in accordance with applicable law, the rate of interest payable in respect of such Loan hereunder, together with all Charges payable in respect thereof, shall be limited to the Maximum Rate and, to the extent lawful, the interest and Charges that would have been payable in respect of such Loan but were not payable as a result of the operation of this Section shall be cumulated and the interest and Charges payable to a Lender in respect of other Loans or periods shall be increased (but not above the Maximum Rate therefor) until such
cumulated amount, together with interest thereon at the Federal Funds Rate to the date of repayment, shall have been received by such Lender. Section 8.16. Severability. Any provision of any Loan Document held to be invalid, illegal or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such invalidity, illegality or unenforceability without affecting the validity, legality and enforceability of the remaining provisions thereof; and the invalidity of a particular provision in a particular jurisdiction shall not invalidate such provision in any other jurisdiction. 43

&dion 8.17. Hea:lings. Article end &dion hea:fingsaid the Tci:>leof Contentsusoo herein are for
convenience of reference only, are not pa-t of this Agreement aid shall not affEd the construction of, or be
tal<en into consideration in interpra:ing, this Agreement.
ARTICLE IX
GUARANTY
&dion 9.01 Guaraity. The Guaraitor unconditionally, ci:>sol utely aid i rrevocal:)ly guaraitees to
theAdministrctiveAgent aid ea::h Lender, as though it was a primary obligorfor, the full and punctual
payment of the Obligations when due (whether ct stcted mcturity, upon axeleration or otherwise). If the
Borrower fails to pay aiy Obligction punctually when due, the Guaraitor agrees that it will forthwith on
dema,d pay the amount not ro paid at the place aid in the ma,ner !l)ecified in the relevait Loan
Document. Notwi thstaidi ng the foregoing, the Ii ci:>i Iity of the Guaraitor i ndi vi dual Iy with re!l)ect to its
obligations, including aiy payment nme pursuait to, this Guaraity shall be limited to ai aggregae
amount a:iual to the maximum anount that would not render the Guaraitor 's obligations hereunder
subj ect to avoidaice under the Bankruptcy Code or ariy comparci:>le provisions of ariy applicci:>le stcte
laN. This Guaranty isa Guaraitee of payment and not merely of collection.
&dion 9.02 Guaraity Unconditional. The obligations of the Guarantor hereunder shal l be
unconditional and ci:>rolute and, without limiting the generaity of the foregoing, shall not be releasoo,
discharged or otherwise affected by:
(a)
any change in the amount or purpose of or the time, ma,ner, method, or place of payment
or performa,ceof ariy of theObligaionsor aiy extension, renewal , settlement, compromise, waiver or
release in re!l)ect of aiy obligation of the Borrower or aiy other Perron under any Loan Document, by
operation of laN or otherwise;
(b)
any modificction, extension, renewal or amendment of or supplement to any Loan
Document or any of the Obi i gati ons or any execution or deli very of aiy additional Loan Documents;
any release, impairment, non-perfection or invaidity of aiy direct or indirect security for
(c)
aiy obligation of the Borrower or any other Perron under any Loan Document;
any change in the corporate existence, structure or ownership of the Borrower or any
(d)
other Perron or ariy of their re!l)ectiveSubsidiaries, or aiy insolvency, baikruptcy, reorgariization or
other simi lar proceeding affEding the Borrower or any other Perron or aiy of their assets or ariy
resulting release or discharge of aiy obligation (including aiy of the Obligations) of the Borrower or
aiy other Perron under aiy Loan Docume,t;
(e)
the existence of aiy claim, set-off, defense, counterclaim, withholding or other right that
the Guarantor or the Borrower may have ct any time against any Perron (including the Administrative
Agent aid the Lenders), wha:her in connection with the Loan Documents or aiy unrelated traisactions;
provided that nothing herein shall prevent the assertion of aiy such claim or defense by ~arate suit or
compul rory counterclaim;
any avoidarice, subordination, invaidity or unenforcea:iil ity relating to or against the
(f)
Borrower or aiy other Perron for aiy reaoon of aiy Obl igation or aiy Loan Document, ariy provision of
applicci:>le law or regulction purporting to prohibit the payment of aiy Obligation by the Borrower or
aiy other Perron, or the Borrower denies that it has aiy or further lici:>ility or obligction under any Loan
Document, or purports to revoke, terminate or rescind aiy Obligaion or provision of aiy Loan
Docume,t;
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Section 8.17. Headings. Article and Section headings and the Table of Contents used herein are for convenience of reference only, are not part of this Agreement and shall not affect the construction of, or be taken into consideration in interpreting, this Agreement. ARTICLE IX GUARANTY Section 9.01 Guaranty. The Guarantor unconditionally, absolutely and irrevocably guarantees to the Administrative Agent and each Lender, as though it was a primary obligor for, the full and punctual payment of the Obligations when due (whether at stated maturity, upon acceleration or otherwise). If the Borrower fails to pay any Obligation punctually when due, the Guarantor agrees that it will forthwith on demand pay the amount not so paid at the place and in the manner specified in the relevant Loan Document. Notwithstanding the foregoing, the liability of the Guarantor individually with respect to its obligations, including any payment made pursuant to, this Guaranty shall be limited to an aggregate amount equal to the maximum amount that would not render the Guarantor’s obligations hereunder subject to avoidance under the Bankruptcy Code or any comparable provisions of any applicable state law. This Guaranty is a Guarantee of payment and not merely of collection. Section 9.02 Guaranty Unconditional. The obligations of the Guarantor hereunder shall be unconditional and absolute and, without limiting the generality of the foregoing, shall not be released, discharged or otherwise affected by: (a) any change in the amount or purpose of or the time, manner, method, or place of payment or performance of any of the Obligations or any extension, renewal, settlement, compromise, waiver or release in respect of any obligation of the Borrower or any other Person under any Loan Document, by operation of law or otherwise; (b) any modification, extension, renewal or amendment of or supplement to any Loan Document or any of the Obligations or any execution
or delivery of any additional Loan Documents; (c) any release, impairment, non-perfection or invalidity of any direct or indirect security for any obligation of the Borrower or any other Person under any Loan Document; (d) any change in the corporate existence, structure or ownership of the Borrower or any other Person or any of their respective Subsidiaries, or any insolvency, bankruptcy, reorganization or other similar proceeding affecting the Borrower or any other Person or any of their assets or any resulting release or discharge of any obligation (including any of the Obligations) of the Borrower or any other Person under any Loan Document; (e) the existence of any claim, set-off, defense, counterclaim, withholding or other right that the Guarantor or the Borrower may have at any time against any Person (including the Administrative Agent and the Lenders), whether in connection with the Loan Documents or any unrelated transactions; provided that nothing herein shall prevent the assertion of any such claim or defense by separate suit or compulsory counterclaim; (f) any avoidance, subordination, invalidity or unenforceability relating to or against the Borrower or any other Person for any reason of any Obligation or any Loan Document, any provision of applicable law or regulation purporting to prohibit the payment of any Obligation by the Borrower or any other Person, or the Borrower denies that it has any or further liability or obligation under any Loan Document, or purports to revoke, terminate or rescind any Obligation or provision of any Loan Document; 44

(g)
aiy fa lureof theAdministrativeAga,t or eny La,der to assert eny dam or dernend or
to exercise or a,forceeny right or rernooy under the provisions of a,y Loa, Documa,t or to assert a,y
brea::h of or defailt under a,y Locn Documa,t or a,y breoch of the Obligations; or
(h)
eny other oct or omission to oct or deiay of a,y kind by the Borrower, eny other pcrty to
eny Locn Documa,t or eny other Perron, or a,y other circumstence whatsoever tha might, but for
the provisions of thisdaise (h), cx:mstitutea legal or a:iuitable diocharge of or defa,seto eny obligaion
of the Guarentor hereunder.
Sa:iion 9.03 Diocharge Only Upon Payma,t in Ful l ; Reinstatema,t in Certan Circumsta,ces.
TheGuara,tor'sobligaionshereunder shall rernan in f ull forcea,d effect unti l all Obl igations shall have
been pad in full. If a eny time any payma,t of eny Obligaion isreocindoo or must beotherwiserestoroo
or returnoo upon the inrolva,cy, bankruptcy or reorganization of the Borrower or otherwise, the
Guarentor' s obi i gcti ons hereunder shal I be rei nstatoo as though such payma,t had been due but not made
at such ti me.
Sa:iion 9.04 Waver by Guarantor. The Guarantor irrevocroly waves (a) a:x:Eptance hereof,
presentment, dernend for performence, prorrptness, diliga,ce, notice of non-performarice, defailt,
axeleration, protest or dishonor a,d eny notice not providoo for herein, (b) eny ra:iuirerna,t that at eny
timea,y oction betaka, by eny Perron cganst theBorrowa-or eny other Perron, (c) a,y right to revoke
this Guaranty, and (d) any defa,se basoo on any right of set-off, recoupma,t, oounterdam, withholding
or other doouction of any naturecgainst or in re:pect of the Obligations.
Sa:iion 9.05 Subrogaion. Upon making payma,t with re:pect to eny Obligaion, the Guara,tor
shal I be subrogaoo to the rights of the payee cgai nst the Borrower with re:pect to such payment; provi doo
that the Guarantor cgrees it w ill not exercise eny rights cgainst the Borrower arising in connection with
the Obligations by way of subrogation cganst the Borrower, or by reaoon of contribution cganst eny
other guara,tor of such Obligaions until all Obligations shall have been pad in full.
Sa:iion 9.06 Stay of AcceJeraion. If axeleration of the ti me for payma,t of any Obligation by
the Borrower is stayoo, a,joinoo or preva,too for any reaoon (induding but not limitoo to by reaoon of
the inrolva,cy or roceivership of the Borrower or otherwise), al l Obligations otherwise subject to
axeleration under the terms of eny Locn Documa,t shall nonetheless be payable by the Guara,tor
forthwith on da-nand by theAdministrativeAga,t.
Sa:iion 9.07 Continuing Guara,ty. The Guarenty set forth in this Artide IX is a continuing
guara,ty, shal I be binding on the Guarentor end its success::irs end assigns, end shal I be a,forceEbl e by
ea::h holder from timetotimeof theObligations(induding, w ithout limitation, theAdministrativeAga,t,
the La,ders end eoch I ndernnitee, ea::h, a " Guara,teed Party"). If all or part of any Guara,teed Pa-ty's
interest in eny Obligaion is assigned or othe1wise transferred, the transferor's rights hereunder, to the
exta,t ~plicrole to the obligation ro trensferroo, shal l aitomatically betrensferroo with such obligation;
end without limitction of the foregoing, eny of the Obligaions shall be end rernan Obligations a,titloo
to the ba,efit of this Guarenty if eny Guaranteed Party assigns or otherwise trensfers all or pert of its
inta-est in eny Obligaion or a,y of its rights or obligaions unda- a,y Locn Documa,t.
Sa:iion 9.08 Detailt Payma,tsby Borrower. Upon theoccurra,ceand during the continuation of
eny defailt under eny Obl igation, if a,y amount shall be paid to the Guara,tor by or for the account of
the Borrower with re:pect to such Obi igation, such amount shal I be had in trust for the bffiefit of ea::h
La,der a,d the Administrative Aga,t a,d shall forthwith be paid to the Administrative Aga,t to be
crooi too end ~ Ii oo to the Obi i gcti ons wha, due end payable.
[Signature Pages to Fol low]
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(g) any failure of the Administrative Agent or any Lender to assert any claim or demand or to exercise or enforce any right or remedy under the provisions of any Loan Document or to assert any breach of or default under any Loan Document or any breach of the Obligations; or (h) any other act or omission to act or delay of any kind by the Borrower, any other party to any Loan Document or any other Person, or any other circumstance whatsoever that might, but for the provisions of this clause (h), constitute a legal or equitable discharge of or defense to any obligation of the Guarantor hereunder. Section 9.03 Discharge Only Upon Payment in Full; Reinstatement in Certain Circumstances. The Guarantor’s obligations hereunder shall remain in full force and effect until all Obligations shall have been paid in full. If at any time any payment of any Obligation is rescinded or must be otherwise restored or returned upon the insolvency, bankruptcy or reorganization of the Borrower or otherwise, the Guarantor’s obligations hereunder shall be reinstated as though such payment had been due but not made at such time. Section 9.04 Waiver by Guarantor. The Guarantor irrevocably waives (a) acceptance hereof, presentment, demand for performance, promptness, diligence, notice of non-performance, default, acceleration, protest or dishonor and any notice not provided for herein, (b) any requirement that at any time any action be taken by any Person against the Borrower or any other Person, (c) any right to revoke this Guaranty, and (d) any defense based on any right of set-off, recoupment, counterclaim, withholding or other deduction of any nature against or in respect of the Obligations. Section 9.05 Subrogation. Upon making payment with respect to any Obligation, the Guarantor shall be subrogated to the rights of the payee against the Borrower with respect to such payment; provided that the Guarantor agrees it will not exercise any rights against the Borrower
arising in connection with the Obligations by way of subrogation against the Borrower, or by reason of contribution against any other guarantor of such Obligations until all Obligations shall have been paid in full. Section 9.06 Stay of Acceleration. If acceleration of the time for payment of any Obligation by the Borrower is stayed, enjoined or prevented for any reason (including but not limited to by reason of the insolvency or receivership of the Borrower or otherwise), all Obligations otherwise subject to acceleration under the terms of any Loan Document shall nonetheless be payable by the Guarantor forthwith on demand by the Administrative Agent. Section 9.07 Continuing Guaranty. The Guaranty set forth in this Article IX is a continuing guaranty, shall be binding on the Guarantor and its successors and assigns, and shall be enforceable by each holder from time to time of the Obligations (including, without limitation, the Administrative Agent, the Lenders and each Indemnitee, each, a “Guaranteed Party”). If all or part of any Guaranteed Party’s interest in any Obligation is assigned or otherwise transferred, the transferor’s rights hereunder, to the extent applicable to the obligation so transferred, shall automatically be transferred with such obligation; and without limitation of the foregoing, any of the Obligations shall be and remain Obligations entitled to the benefit of this Guaranty if any Guaranteed Party assigns or otherwise transfers all or part of its interest in any Obligation or any of its rights or obligations under any Loan Document. Section 9.08 Default Payments by Borrower. Upon the occurrence and during the continuation of any default under any Obligation, if any amount shall be paid to the Guarantor by or for the account of the Borrower with respect to such Obligation, such amount shall be held in trust for the benefit of each Lender and the Administrative Agent and shall forthwith be paid to the Administrative Agent to be credited and
applied to the Obligations when due and payable. [Signature Pages to Follow] 45
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IN WITNESS WHEREOF, thepa1ies hereto havecaised this Agreement to be duly exocutoo by their
r~ecti ve arthori zoo officers as of the day end yea first roove written.
BORROWER:

PPL CAPITAL FUNDING, INC.
By:
/s Ta:ld J. Henninger
Nane: Ta:ld J. Henninger
Vice President a,d
Title:
Tr609Jrer

GUARANTOR:

PPL CORPORA T l ON

By:
/s Ta:ld J. Henninoer
Nane: Ta:ld J. Henninger
Title:
Vice President-Fina,ce
a,d Tr609Jrer

[Sgnature Page to Credit Agreement)

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized officers as of the day and year first above written. BORROWER: PPL CAPITAL FUNDING, INC. By: /s/ Tadd J. Henninger Name: Tadd J. Henninger Title: Vice President and Treasurer GUARANTOR: PPL CORPORATION By: /s/ Tadd J. Henninger Name: Tadd J. Henninger Title: Vice President-Finance and Treasurer [Signature Page to Credit Agreement]

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

By: Is David Det.aNa-ne: David Det.aTitle: Director

[Sgnature Page to Credit Agreement)

THE BANK OF NOVA SCOTIA, as the Administrative Agent and a Lender By: /s/ David Dewar Name: David Dewar Title: Director [Signature Page to Credit Agreement]

Appendix A

COMMITMENT$
Lender

Commitment

Applicable
Percentage

The Bcnk of Nova Scotia

$ 200,000,000.00

100.000000000%

Total

$ 200,000,000.00

100.000000000%

Appendix A COMMITMENTS Applicable Lender Commitment Percentage The Bank of Nova Scotia $ 200,000,000.00 100.000000000% Total $ 200,000,000.00 100.000000000%

SCHEDULE 5.14
Material Subsidiaries

~

Juciwiction of Organization

LG&E and KU Energy LLC

Kentucky

PPL Eloctric Utilities Corporation
PPL Global , LLC

SCHEDULE 5.14 Material Subsidiaries Name Jurisdiction of Organization LG&E and KU Energy LLC Kentucky PPL Electric Utilities Corporation Pennsylvania PPL Global, LLC Delaware

Pennsylvania
DelaNare

EXHIBIT A-I
Form of Notice of Borrowing

The Ba,k of Nova Scotia, as Administrative Agent
720 King Streei West, 4th Floor
Toronto, Ontario Ca,a::ia M5V 2T3
Attention: Nazmul Ara'in
Telephone: 416-933-5267
Focsimile: 212-225-5709
Lcdiesa,d Gentlemen:
This notice shal constitute a " Notice of Borrowing" pursua,t to Section 2.02 of the Credit
Agreement dated as of March 27, 2020 (as ame,ded, restated, supplemented or otherwise modified from
ti me to ti me, the "Credit Agreement") among PPL Capital F unding, Inc., as the Borrower, PPL Corporation,
as the Guara,tor, the le,ding institutions party thereto from time to time a,d The Ba,k of Nova Scotia, as
Administraive Agent. Terms da'ined in the Credit Agreement a,d not otherwise dei'ined herein have the
respa::ti ve mearii ngs provided for in the Credit Agreement.
1.

The dae of the Borrowing wil I bee...__ _ _ _ _ __, _ _ _ __

2.

The aggregae pri ndpa amount of the Borrowing wi 11 be_____ 2

3.

The Borrowing will consist of [Base Rae] [Euro-Dol lar] Loa,s.

4.

The initia Interest Pa-iod for the Loa,scomprising such Borrowing sha l be
3

Purrua,t to SEX::lion 3.02 of the Credit Agreement, EB:11 of the delivery of this request a,d the
accepta,ce by the Borrower of the proceeds of the requested Borrowing constitutes a representation a,d
warra,ty by the Borrower tha, on the dae of extending the requested Borrowing (a,d immediately bei'ore
a,d citer giving ei'fa::t to it a,d to the appl ication of the proceeds of it) al of the statements in Section 3.02
of the Credit Agreement are true and correct.
The Borrower agrees that, if before the time of the requested Borrowing a,y mater certified to in
this request by it will not be true and corra::t at tha time as if then mcde, then it will immediaely so notify
you. Except to the extent, if a,y, tha before the time of the requested Borrowing you sha l receive written
notice to the contrary from the Borrower, EB:11 matter certified to in this request shal be deemed once again
to be certified as true and corra::t a the dae of the requested Borrowings as if then mcde.
Pleasewiretra,sfer the proceeds of the requested Borrowing to theoccountsof thefollowing Pa-sons
at the ba1ks i ndi caed respa::ti vel y:
[ I nsert appropriate deli very instructions, which sha I ind ude ba,k a,d occount number] .
1

Must be a Business Day.
Borrowings must be a, aggregateprincipa anount of $5,000,000 or a,y lager integra multiple of $1,000,000.
3
Applicable for Euro-Dalla Loa,s only. Insert " one month", "two months", "three months" or " six months" (subj ect to
the provisions of the defini tion of "Interest Per iod").
2

EXHIBIT A-l Form of Notice of Borrowing , The Bank of Nova Scotia, as Administrative Agent 720 King Street West, 4th Floor Toronto, Ontario Canada M5V 2T3 Attention: Nazmul Arefin Telephone: 416-933-5267 Facsimile: 212-225-5709 Ladies and Gentlemen: This notice shall constitute a “Notice of Borrowing” pursuant to Section 2.02 of the Credit Agreement dated as of March 27, 2020 (as amended, restated, supplemented or otherwise modified from time to time, the “Credit Agreement”) among PPL Capital Funding, Inc., as the Borrower, PPL Corporation, as the Guarantor, the lending institutions party thereto from time to time and The Bank of Nova Scotia, as Administrative Agent. Terms defined in the Credit Agreement and not otherwise defined herein have the respective meanings provided for in the Credit Agreement. 1. The date of the Borrowing will be , .1 2. The aggregate principal amount of the Borrowing will be .2 3. The Borrowing will consist of [Base Rate] [Euro-Dollar] Loans. 4. The initial Interest Period for the Loans comprising such Borrowing shall be .3 Pursuant to Section 3.02 of the Credit Agreement, each of the delivery of this request and the acceptance by the Borrower of the proceeds of the requested Borrowing constitutes a representation and warranty by the Borrower that, on the date of extending the requested Borrowing (and immediately before and after giving effect to it and to the application of the proceeds of it) all of the statements in Section 3.02 of the Credit Agreement are true and correct. The Borrower agrees that, if before the time of the requested Borrowing any matter certified to in this request by it will not be true and correct at that time as if then made, then it will immediately so notify you. Except to the extent, if any, that before the time of the requested Borrowing you shall receive written notice to the contrary from the Borrower, each matter certified to in this request shall be deemed once again to be
certified as true and correct at the date of the requested Borrowings as if then made. Please wire transfer the proceeds of the requested Borrowing to the accounts of the following Persons at the banks indicated respectively: [Insert appropriate delivery instructions, which shall include bank and account number]. 1 Must be a Business Day. 2 Borrowings must be an aggregate principal amount of $5,000,000 or any larger integral multiple of $1,000,000. 3 Applicable for Euro-Dollar Loans only. Insert “one month”, “two months”, “three months” or “six months” (subject to the provisions of the definition of “Interest Period”).

PA.. CAPITAL FUNDING, INC.
By:_ _ _ _ _ _ _ _ _ _ _ __
Nane:
Title:

PPL CAPITAL FUNDING, INC. By: Name: Title:

EXHIBIT A-2
Form of Notice of Conversion/Continuation

The Bank of NovaSootia, as Administrative Agent
720 King Street West, 4th Floor
Toronto, Ontario Cana::la M 5V 2T3
Attention: Nazmul ArElfin
TelE:phone: 416-933-5267
Focsimile: 212-225-5709

La::lies and Gentlemen:
This notice shall constitute a " Notice of Conversion/Continuation" pursuant to Soction 2.05(d)(ii)
of the Cre::lit Agreement date::l as of March 27, 2020 (as amende::l, restcie::l, supplemente::l or otherwise
modifie::l from time to time, the " Cre::lit Agreement") among PPL Capital Funding, Inc., as the Borrower,
Ffll... Corporcii on, as the Guarantor the Iending i nsti tuti ons party thereto from ti me to ti me and The Bank of
Nova Sootia, as Administrative Agent. Terms define::l in the Cre::lit Agreement and not otherwise define::l
herein have the respective meanings provi de::l for in the Cre::li t Agreement.
1.
The Group of Loans (or portion thereof) to which this notice applies is [al l or a
portion of all Base Rae Loans currently outstanding] [all or a portion of all Euro-Dol lar Loans currently
outstanding having an Interest Period of months and ending on the Election Date ~ecifie::lbelow].
2.
The daeon which the conversion/continuation selecte::l hereby is to be effective
is__ _ _ __ ,___(the " Election Date'')_ 1
3.
The principal amount of the Group of Loans (or portion thereof) to which this
notice appl ies is $_ _ .2
4.
[The Group of Loans (or portion thereof) which are to be converte::l will bear
interest based upon the [Base Rate] [Adjuste::l London Interbank Offere::l Rae].] [The Group of Loans (or
portion thereof) which are to be continue::l will bear interest based upon the [Base Rae][Adjuste::l London
Interbank Offere::l Rate].]

5.

The Interest Period for such Loans wi II b e ' - - - - - - - - 3
[Signaure Page Follows]

1

Must be a Business Day.

2

May apply to a portion of the a;:igregcie principal a1101.mt of the releva1t Group of Loais; providoo thci the portion to
whidl sudl notice applies, a1dtheranainingportiontowhich it does not apply, areeoch $5,000,000 or any larger integral
multiple of $1,000,000.
3
Applical:Jle only in the case of a oonversion to, or a oontinuation of, Euro-Dollar Loans. lnse11 " one month", " two
months", " three months" or "six months" (subject to the provisions of the definition of"lnterest Period").

EXHIBIT A-2 Form of Notice of Conversion/Continuation , The Bank of Nova Scotia, as Administrative Agent 720 King Street West, 4th Floor Toronto, Ontario Canada M5V 2T3 Attention: Nazmul Arefin Telephone: 416-933-5267 Facsimile: 212-225-5709 Ladies and Gentlemen: This notice shall constitute a “Notice of Conversion/Continuation” pursuant to Section 2.05(d)(ii) of the Credit Agreement dated as of March 27, 2020 (as amended, restated, supplemented or otherwise modified from time to time, the “Credit Agreement”) among PPL Capital Funding, Inc., as the Borrower, PPL Corporation, as the Guarantor the lending institutions party thereto from time to time and The Bank of Nova Scotia, as Administrative Agent. Terms defined in the Credit Agreement and not otherwise defined herein have the respective meanings provided for in the Credit Agreement. 1. The Group of Loans (or portion thereof) to which this notice applies is [all or a portion of all Base Rate Loans currently outstanding] [all or a portion of all Euro-Dollar Loans currently outstanding having an Interest Period of months and ending on the Election Date specified below]. 2. The date on which the conversion/continuation selected hereby is to be effective is , (the “Election Date”).1 3. The principal amount of the Group of Loans (or portion thereof) to which this notice applies is $ .2 4. [The Group of Loans (or portion thereof) which are to be converted will bear interest based upon the [Base Rate] [Adjusted London Interbank Offered Rate].] [The Group of Loans (or portion thereof) which are to be continued will bear interest based upon the [Base Rate][Adjusted London Interbank Offered Rate].] 5. The Interest Period for such Loans will be .3 [Signature Page Follows] 1 Must be a Business Day. 2 May apply to a portion of the aggregate principal amount of the relevant Group of Loans; provided that the portion to which such notice applies, and the remaining portion to which it
does not apply, are each $5,000,000 or any larger integral multiple of $1,000,000. 3 Applicable only in the case of a conversion to, or a continuation of, Euro-Dollar Loans. Insert “one month”, “two months”, “three months” or “six months” (subject to the provisions of the definition of “Interest Period”).

PA.. CAPITAL FUNDING, INC.
By:_ _ _ _ _ _ _ _ _ _ _ __
Nane:
Title:

PPL CAPITAL FUNDING, INC. By: Name: Title:

EXHIBIT B
Form of Note

--------·-FOR VALUE RECEIVED, the undersgna::l, PPL CAPITAL FUNDING, INC., a Delware
corporation (the " Borrower"), promises to pay to the order of_ _ _ _ _ _ _ _{herei nafter, together
with its succ:esrors and assigns, called the " Holder"), at the place and times provided in the Credit
Agreement (as defined below), theprincipa sum of _ _ _ _ _ _ _ _ _ _AND ___/100s
DOLLARS{$_ _ _ _ _), or, if less, theprincipa amount of a l Loansa:lvanced by the Holder to
the Borrower pursuant to the Credit Agreement, plus interest as hereinafter provided. Such Loans may be
endorsed from time to time on the grid attached hereto, but the failure to make such notations shal not
affect the va idity of the Borrower's obligaion to repay unpaid principa and interest hereunder.
All capitaized terms used herein sha l have the mea,ings aocribed to them in that certain Credit
Agreement daed as of March 27, 2020 (as anended, restated, supplemented or otherwise modified from
ti me to ti me, the " Credit Agreement") among the Borrower, PPL Corporation, as the Guarantor the Iending
institutions party thereto from time to time and The Bank of Nova Scotia, as Administrative Agent for
itself and on behaf of the Lenders, except to the extent such capitaized terms are otherwise defined or
limited herein.
The Borrower sha I repay pri nci pa outstanding hereunder from ti me to ti me, as na;essary, in order
to comply with the Credit Agreement. Al l amounts pad by the Borrower shal be applied totheObligations
in such order of appl ication as provided in the Credit Agreement.
A fina payment of al principa amounts and other Obligaions then outstanding hereunder shal
be due and pay abIeon the maturity date provided in the Credit Agreement, or such ea-I i er date as payment
of the Loans sha I be due, whether by a:x:el erati on or otherwise.
The Borrower shal be entitled to borrow, repay, rel:>orrow, continue and convert the Holder's
Loans (or portions thereof) hereunder pursuant to the terms and conditions of the Credit Agreement.
Prepayment of theprincipa amount of any Loan may be male as provided in the Credit Agreement.
The Borrower hereby promises to pay interest on the unpaid pri nci pa amount hereof as provided
in Artide 11 of the Credit Agreement. Interest under this Note shal aro be due and payable when this Note
shal become due (whether a maturity, by rearon of a:x:eleraion or otherwise). Overdueprincipa and, to
the extent permitted by lat., overdue interest, shal bea- interest payable on DEMAND a the default ra.e
as provided in the Credit Agreemerit.
In no everit shal the amount of inta-est due or payable ha-eunder exceed the maximum ra.e of
interest alowed by applicable lat., and in the event any such payment is inadvertently male by the
Borrower or ina:lvertently roceived by the Holder, then such excess sum shal be credited as a payment of
principa, unless the Borrowa- shal notify the Holda- in writing that it elects to have such excess sum
returned forthwith. It is the express interit ha-eof tha. the Borrowa- not pay and the Holder not roceive,
directly or indirectly in any manna-wharoeva-, inta-est in excess of that which may lega ly be pad by the
Borrower under appl icable Iw.
All parties now or ha-eafta- liable with re:pect to this Note, whetha- the Borrowa-, any guarantor,
eridorsa- or any other Perron or eritity, hereby wave preseritment for payment, demand, notice of nonpayment or dishonor, protest and notice of protest.

EXHIBIT B Form of Note , FOR VALUE RECEIVED, the undersigned, PPL CAPITAL FUNDING, INC., a Delaware corporation (the “Borrower”), promises to pay to the order of (hereinafter, together with its successors and assigns, called the “Holder”), at the place and times provided in the Credit Agreement (as defined below), the principal sum of AND /100s DOLLARS ($ ), or, if less, the principal amount of all Loans advanced by the Holder to the Borrower pursuant to the Credit Agreement, plus interest as hereinafter provided. Such Loans may be endorsed from time to time on the grid attached hereto, but the failure to make such notations shall not affect the validity of the Borrower’s obligation to repay unpaid principal and interest hereunder. All capitalized terms used herein shall have the meanings ascribed to them in that certain Credit Agreement dated as of March 27, 2020 (as amended, restated, supplemented or otherwise modified from time to time, the “Credit Agreement”) among the Borrower, PPL Corporation, as the Guarantor the lending institutions party thereto from time to time and The Bank of Nova Scotia, as Administrative Agent for itself and on behalf of the Lenders, except to the extent such capitalized terms are otherwise defined or limited herein. The Borrower shall repay principal outstanding hereunder from time to time, as necessary, in order to comply with the Credit Agreement. All amounts paid by the Borrower shall be applied to the Obligations in such order of application as provided in the Credit Agreement. A final payment of all principal amounts and other Obligations then outstanding hereunder shall be due and payable on the maturity date provided in the Credit Agreement, or such earlier date as payment of the Loans shall be due, whether by acceleration or otherwise. The Borrower shall be entitled to borrow, repay, reborrow, continue and convert the Holder’s Loans (or portions thereof) hereunder pursuant to the terms
and conditions of the Credit Agreement. Prepayment of the principal amount of any Loan may be made as provided in the Credit Agreement. The Borrower hereby promises to pay interest on the unpaid principal amount hereof as provided in Article II of the Credit Agreement. Interest under this Note shall also be due and payable when this Note shall become due (whether at maturity, by reason of acceleration or otherwise). Overdue principal and, to the extent permitted by law, overdue interest, shall bear interest payable on DEMAND at the default rate as provided in the Credit Agreement. In no event shall the amount of interest due or payable hereunder exceed the maximum rate of interest allowed by applicable law, and in the event any such payment is inadvertently made by the Borrower or inadvertently received by the Holder, then such excess sum shall be credited as a payment of principal, unless the Borrower shall notify the Holder in writing that it elects to have such excess sum returned forthwith. It is the express intent hereof that the Borrower not pay and the Holder not receive, directly or indirectly in any manner whatsoever, interest in excess of that which may legally be paid by the Borrower under applicable law. All parties now or hereafter liable with respect to this Note, whether the Borrower, any guarantor, endorser or any other Person or entity, hereby waive presentment for payment, demand, notice of non- payment or dishonor, protest and notice of protest.

No delay or omission on the pai of the Holder or aiy holder hereof in exercising its rights under
this Note, or delay or omission on the pat of the Holder, the Administrctive Agent or the Lenders
collectively, or aiy of them, in exercising its or their rights under the Cre::lit Agreement or under aiy other
Loa, Document, or course of conduct relating thereto, shal l q)erateas a waver of such rights or a,y other
right of the Holder or aiy holder hereof, nor shall aiy waver by the Holder, theAdministrativeAgent, the
Require::l Lenders, or the Lenders collectively, or aiy of them, or aiy holder hereof, of aiy such right or
rights on a,y one occasion bedeeme::l a ba to, or waver of, the sane right or rights on aiy futureoccasi on.
The Borrower promises to pay all rearonal:>le costs of col lection, including reasonable attorneys'
fees, should this Note be collecte::l by or through ai attorne;-ct-lcm or under advice therdrom.
This Note ENidences the Holder's Loans (or portion thereof) under, and is entitled to the benefits
a,d subje::t to the terms of, the Cre::lit Agreement, which contans provisions with respe::t to the
acceleration of the maturity of this Note upon the ~pening of certan stcte::l ENents, aid provisions for
prepayment.
This Note is entitle::l to the benefit of the Guaa,ty of the Guaaitor, as set forth in the Cre::lit
Agreement. Reference is made to the Cre::lit Agreement for a deocription of the terms aid conditionsof
such Guaaity, a,d the respective rights a,d limitations of the Holder, the Borrower aid the Guaa,tor
thereunder.
This Note shall begoverne::l by aid construe::l in accorda,cewith the internal Iems of the Stateof
New York.
[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]

No delay or omission on the part of the Holder or any holder hereof in exercising its rights under this Note, or delay or omission on the part of the Holder, the Administrative Agent or the Lenders collectively, or any of them, in exercising its or their rights under the Credit Agreement or under any other Loan Document, or course of conduct relating thereto, shall operate as a waiver of such rights or any other right of the Holder or any holder hereof, nor shall any waiver by the Holder, the Administrative Agent, the Required Lenders, or the Lenders collectively, or any of them, or any holder hereof, of any such right or rights on any one occasion be deemed a bar to, or waiver of, the same right or rights on any future occasion. The Borrower promises to pay all reasonable costs of collection, including reasonable attorneys’ fees, should this Note be collected by or through an attorney-at-law or under advice therefrom. This Note evidences the Holder’s Loans (or portion thereof) under, and is entitled to the benefits and subject to the terms of, the Credit Agreement, which contains provisions with respect to the acceleration of the maturity of this Note upon the happening of certain stated events, and provisions for prepayment. This Note is entitled to the benefit of the Guaranty of the Guarantor, as set forth in the Credit Agreement. Reference is made to the Credit Agreement for a description of the terms and conditions of such Guaranty, and the respective rights and limitations of the Holder, the Borrower and the Guarantor thereunder. This Note shall be governed by and construed in accordance with the internal laws of the State of New York. [THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]

IN WITNESS WHEREOF, theundersignoo hasca.Jse:!thisNotetobeexecutoo by its duly arthorizoo
reµresentative as of the day a,d yea first cbovewritten.

PPL CAPITAL FUNDING, INC.

By:_ _ _ _ _ _ _ _ _ _ __
Nane:
Title:

IN WITNESS WHEREOF, the undersigned has caused this Note to be executed by its duly authorized representative as of the day and year first above written. PPL CAPITAL FUNDING, INC. By: Name: Title:

LOANSAND PAYMENTS OF PRINCIPAL

Dae

Amount of Loa,

Type

Amount of
A-incipal

RE;pcid

B-4

LOANS AND PAYMENTS OF PRINCIPAL Amount of Notation Made Date Amount of Loan Type Principal By Repaid B-4

Notaion MaJe
By

EXHIBIT C
(to the Crooit Agrrement)
Form of Borrower's Opinion
[To Follow]

EXHIBIT C (to the Credit Agreement) Form of Borrower’s Opinion [To Follow]

EXHIBIT D-1
FORM OF
U.S. TAX COMPLIANCE CERTIFICATE
(For Non-U.S. Lenders That Are Not Painerships For U.S. Federal lnoome Tax Purposes)
Refera,ce is hereby ma::te to the Credit Agreement dated as of Ma-ch, [• J. 2020 (as
amended, supplemented or otherwise modified from time to time, the "Credit Agreement"), among PPL
Ccl)ital Funding, Inc., as the Borr01Ner, PPL Corporation, as the Gua-antor, aid the Bank of Nova Scotia,
as the Admi ni strati ve Agent, and the L fflders from ti me to ti me pa-ty thereto.
Pursuant to the provisions of Section 2.15 of the Credit Agreement, the undersigned hereby
certifies that (i) it is the sole record and beneficial 01Nner of the Loan(s) (as well as any Note(s) e.iidencing
such Loan(s)) in re:pect of which it is providing this certificate, (i i) it is not a "bank" within the meaning
of Section 881(c)(3)(A) of the Code, (iii) it is not a "ten percent shareholder" of the Bon-ower within the
mea,ing of Section 871(h)(3)(B) of the Code and (iv) it is not a "controlled foreign corporation" related to
the Borr01Ner asdeocribed in Section 881(c)(3)(C) of the Code.
The undersigned has furnished the Administrative Agent aid the BorrO\Ner with a
certificate of its non-U.S. Person status on I RS Form W-8BEN or I RS Form W-8BEN-E. By executing
this certifica:e, the undersigned cgrees that (1) if the information provided in this certificate changes, the
undersigned shal I promptly so inform the BorrO\Ner and the Admi ni strctive Agent, and (2) the undersigned
shall have at all times furnished the Borrower and theAdministrativeAgent with a properly COlll)leted and
currently effective certifica:e in either the cala,da- yfH in which ea::h payment is to be made to the
undersigned, or in either of the two calender yfHs preceding such payments.
Unless otherwise defined herein, terms defined in the Credit Agreement and used herein
shal I have the mea,i ngs given to them in the Credit Agreement.
(NAME OF LENDER]

By: _ _ _ _ _ _ _ _ _ __
Name:
Title:
Date: _ __

, 201

l

EXHIBIT D-1 FORM OF U.S. TAX COMPLIANCE CERTIFICATE (For Non-U.S. Lenders That Are Not Partnerships For U.S. Federal Income Tax Purposes) Reference is hereby made to the Credit Agreement dated as of March, [⚫], 2020 (as amended, supplemented or otherwise modified from time to time, the “Credit Agreement”), among PPL Capital Funding, Inc., as the Borrower, PPL Corporation, as the Guarantor, and the Bank of Nova Scotia, as the Administrative Agent, and the Lenders from time to time party thereto. Pursuant to the provisions of Section 2.15 of the Credit Agreement, the undersigned hereby certifies that (i) it is the sole record and beneficial owner of the Loan(s) (as well as any Note(s) evidencing such Loan(s)) in respect of which it is providing this certificate, (ii) it is not a “bank” within the meaning of Section 881(c)(3)(A) of the Code, (iii) it is not a “ten percent shareholder” of the Borrower within the meaning of Section 871(h)(3)(B) of the Code and (iv) it is not a “controlled foreign corporation” related to the Borrower as described in Section 881(c)(3)(C) of the Code. The undersigned has furnished the Administrative Agent and the Borrower with a certificate of its non-U.S. Person status on IRS Form W-8BEN or IRS Form W-8BEN-E. By executing this certificate, the undersigned agrees that (1) if the information provided in this certificate changes, the undersigned shall promptly so inform the Borrower and the Administrative Agent, and (2) the undersigned shall have at all times furnished the Borrower and the Administrative Agent with a properly completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in either of the two calendar years preceding such payments. Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings given to them in the Credit Agreement. [NAME OF LENDER]
By:_________________________________ Name: Title: Date: ________ __, 20[ ]

EXHIBIT D-2
FORM OF
U.S. TAX COMPLIANCE CERTIFICATE
(For Non-U.S. Pa"ticipa,ts That Are Not Paine-ships For U.S. Fede-a Income Tax Purposes)

Raa-a,ce is ha-roy ma:!e to the Credit Agreement daed as of Mach, (• ]. 2020 (as
amended, supplemented or otherwise modified from time to time, the " Credit Agreement"), among PPL
Ccpita Funding, Inc., as the Borrowa-, PPL Corporation, as the Guaa,tor, a,d the Ba,k of Nova Scotia,
as the Admi ni strati ve Agent, a,d the L enda-s from ti me to ti me paty tha-eto.
Pursua,t totheprovisionsof Section 2.15 of the Credit Agreement, theunda-signed ha-roy
ca-tifies tha (i) it is the oole record and beneficia owna- of the participation in re:pect of which it is
providing this ca-tificae, (ii) it is not a "bank" within the meaning of Section 881(c)(3)(A) of the Code,
(ii i) it is not a "ten percent shareholder" of the Borrower within the meaning of Section 871(h)(3)(B) of the
Code a,d (iv) it is not a "controlled foreign corporation" related to the Borrower as described in
Section 881(c)(3)(C) of the Code.
The unda-signed has furnished its participating Lenda- with a ca-tificate of its nonU.S. Person stctus on IRS Form W-BBEN or IRS Form W-BBEN-E. By executing this ca-tificate, the
unda-signed agrees that (1) if the informaion provided in this ca-tificate cha,ges, the unda-signed shal
promptly oo inform such Lenda- in writing, and (2) the unda-signed shal have at al times furnished such
Lenda- with a pr(l)a-ly completed a,d currently Effective ca-tificae in eitha- the caenda yf?xr in which
each payment is to be made to the unda-signed, or in eitha- of the two caenda yeas preceding such
payments.
Unless otha-wise defined ha-ein, ta-ms defined in the Credit Agreement a,d usoo ha-ein
sha I have the mea,i ngs given to them in the Credit Agreement.
[NAME OF PARTICIPANT]

By:_ _ _ _ _ _ _ _ _ __
Name:
Title:
Dae: _ __

, 20( J

EXHIBIT D-2 FORM OF U.S. TAX COMPLIANCE CERTIFICATE (For Non-U.S. Participants That Are Not Partnerships For U.S. Federal Income Tax Purposes) Reference is hereby made to the Credit Agreement dated as of March, [⚫], 2020 (as amended, supplemented or otherwise modified from time to time, the “Credit Agreement”), among PPL Capital Funding, Inc., as the Borrower, PPL Corporation, as the Guarantor, and the Bank of Nova Scotia, as the Administrative Agent, and the Lenders from time to time party thereto. Pursuant to the provisions of Section 2.15 of the Credit Agreement, the undersigned hereby certifies that (i) it is the sole record and beneficial owner of the participation in respect of which it is providing this certificate, (ii) it is not a “bank” within the meaning of Section 881(c)(3)(A) of the Code, (iii) it is not a “ten percent shareholder” of the Borrower within the meaning of Section 871(h)(3)(B) of the Code and (iv) it is not a “controlled foreign corporation” related to the Borrower as described in Section 881(c)(3)(C) of the Code. The undersigned has furnished its participating Lender with a certificate of its non- U.S. Person status on IRS Form W-8BEN or IRS Form W-8BEN-E. By executing this certificate, the undersigned agrees that (1) if the information provided in this certificate changes, the undersigned shall promptly so inform such Lender in writing, and (2) the undersigned shall have at all times furnished such Lender with a properly completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in either of the two calendar years preceding such payments. Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings given to them in the Credit Agreement. [NAME OF PARTICIPANT] By:_________________________________ Name: Title: Date: ________ __, 20[ ]

EXHIBIT D-3
FORM OF
U.S. TAX COMPLIANCE CERTIFICATE
(For Non-U .S. Paiicipaits That Are Painerships For U.S. Federa I noome Tax Purposes)

Refera,ce is hereby male to the Credit Agreema,t dated as of March, (• ], 2020 (as
amended, supplemented or otherwise modified from time to time, the " Credit Agreement"), among PPL
Ccpita Funding, Inc., as the Borrower, PPL Corporation, as the Gua-aitor, aid the Baik of Nova Scotia,
as theAdministrativeAgent, aid the Lenders from time to time pa-ty thereto.
PI.Jrsuait totheprovisionsof Section 2.15 of the Credit Agreement, the undersigned hereby
certifies that (i) it is the oole rocord owner of the participation in r~ect of which it is providing this
certificate, (ii) its direct or indirect partnersmembers a-e the sole beneficia owners of such participation,
(iii) with r ~ such participation, neither the undersigned nor aiy of its direct or indirect
partners/members is a "bank" extending credit pursuant to a loan agreement entered into in the ordinary
course of its tra:le or business within the mea-iing of Section 881(c)(3)(A) of the Code, (iv) none of its
direct or indirect partner&members is a "ten percent shareholder" of the Borrower within the meaning of
Section 871(h)(3)(B) of the Code and (v) none of its direct or indirect partnershuembers is a "controlled
foreign corporation" related to the Borrower as described in Section 881(c)(3)(C) of the Code.
The undersigned has furnished its participating Lender with IRS Form W-8IMY
ax:ompaiied by one of thefollowingformsfrom eoch of itspartner&membersthat is darning the portfolio
interest exemption: (i) ai IRS Form W-8BEN or IRS Form W-8BEN-E or (ii) ai IRS Form W-8IMY
accompaiied by ai IRS Form W-8BEN or IRS Form W-8BEN-E from each of such partner's/member' s
beneficia owners tha is darning the portfolio interest exemption. By exro.rting this certificae, the
undersigned agrees that (1) if the informaion provided in this certificate chaiges, the undersigned shal
promptly oo inform such Lender and (2) the undersigned sha I have at al ti mes furnished such L ender with
a properly completed aid currently effective certificate in either the caenda-yercr in which eoch payment
is to be male to the undersigned, or in either of the two
enda- yercrs prro:di ng such payments.

ca

Unless otherwise defined herein, terms defined in the Credit Agreement aid used herein
sha I have the mea-ii ngs given to them in the Credit Agreement.
[ NAME OF PARTICIPANT]

By:_ _ _ _ _ _ _ _ _ __
Name:
Title:
Dae:

---

, 20( ]

EXHIBIT D-3 FORM OF U.S. TAX COMPLIANCE CERTIFICATE (For Non-U.S. Participants That Are Partnerships For U.S. Federal Income Tax Purposes) Reference is hereby made to the Credit Agreement dated as of March, [⚫], 2020 (as amended, supplemented or otherwise modified from time to time, the “Credit Agreement”), among PPL Capital Funding, Inc., as the Borrower, PPL Corporation, as the Guarantor, and the Bank of Nova Scotia, as the Administrative Agent, and the Lenders from time to time party thereto. Pursuant to the provisions of Section 2.15 of the Credit Agreement, the undersigned hereby certifies that (i) it is the sole record owner of the participation in respect of which it is providing this certificate, (ii) its direct or indirect partners/members are the sole beneficial owners of such participation, (iii) with respect such participation, neither the undersigned nor any of its direct or indirect partners/members is a “bank” extending credit pursuant to a loan agreement entered into in the ordinary course of its trade or business within the meaning of Section 881(c)(3)(A) of the Code, (iv) none of its direct or indirect partners/members is a “ten percent shareholder” of the Borrower within the meaning of Section 871(h)(3)(B) of the Code and (v) none of its direct or indirect partners/members is a “controlled foreign corporation” related to the Borrower as described in Section 881(c)(3)(C) of the Code. The undersigned has furnished its participating Lender with IRS Form W-8IMY accompanied by one of the following forms from each of its partners/members that is claiming the portfolio interest exemption: (i) an IRS Form W-8BEN or IRS Form W-8BEN-E or (ii) an IRS Form W-8IMY accompanied by an IRS Form W-8BEN or IRS Form W-8BEN-E from each of such partner’s/member’s beneficial owners that is claiming the portfolio interest exemption. By executing this certificate, the undersigned agrees that (1) if the information
provided in this certificate changes, the undersigned shall promptly so inform such Lender and (2) the undersigned shall have at all times furnished such Lender with a properly completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in either of the two calendar years preceding such payments. Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings given to them in the Credit Agreement. [NAME OF PARTICIPANT] By:_________________________________ Name: Title: Date: ________ __, 20[ ]

EXHIBIT D-4
FORM OF
U.S. TAX COMA..IANCECERTIFICATE
(For Non-U.S. Lenders Thct Are Pa'tnerships For U.S. Federal Income Tax Purposes)
Raerence is hereby mocle to the Credit Agrrenent dated as of Ma-ch, [ • J. 2020 (as emended,
supplemented or otherwise modified from time to time, the " Credit Agrrenent"), among PPL Capital Funding,
Inc., as the Borrower, PPL Corporction, as the Gua-antor, and the Bank of Nova Scotia, as the Administrative
Agent, and the Lenders from time to time party thereto.
Pursuant to the provisions of Section 2.15 of the Credit Agrrenent, the undersigned hereby
ce1ifies that (i) it is the oole record owner of the Loan(s) (as wel l as any Note(s) evidencing such Loan(s)) in
r~Ed of which it is providing this ce1ificate, (ii) its dire:::t or indire:::t partners'mernbers a-e the oole beneficial
owners of such Loan(s) (as well as any Note(s) evidencing such Loan(s)), (iii) with r~ect to the extension of
credit pursuant to this Credit Agreanent or any other Loan Document, neither the undersigned nor any of its
direct or indirect partners/members is a "bank" extending credit pursuant to a loan agreanent entered into in the
ordinary course of its trocle or business within the l'llEming of Section 881(c)(3)(A) of the Code, (iv) none of its
direct or indirect partners/members is a "ten percent shareholder" of the Borrower within the l'llEming of
Section 871(h)(3)(B) of the Code and (v) none of its direct or indirect partners/members is a " controlled foreign
corporation" related to the Borrower as described in Section 881(c)(3)(C) of the Code.
The undersigned has furnished theAdministrctiveAgent and the Borrower with IRS Form W8IMY accompanied by one of the fol lowing forms from eoch of its partners'members that is daiming the
portfolio interest exemption: (i) an IRS Form W-8BEN or IRS Form W-8BEN-E or (ii) an IRS Form W-8IMY
accompanied by an I RS Form W-8BEN or I RS Form W-8BEN-E from each of such partner's/member's
beneficial owners that isdaiming the portfol io interest exerrption. By exenrting thisce1ificcte, the undersigned
agrees that (1) if the information provided in this ce1ificcte changes, the undersigned shall promptly oo inform
the Borrower and the Administraive Agent, and (2) the undersigned shal l have at al l times furnished the
Borrower and the Administrative Agent with a properly completed and currently afe:::tive ce1ificate in either
thecalenda-ye;r in which eoch payment is to be made to the undersigned, or in either of the two calenda-ye;rs
pra::edi ng such payments.
Unless otherwise defined herein, terms dained in the Credit Agreanent and used herein shall
have the l'llEmi ngs given to them in the Credit Agrrenent.
[NAME OF LENDER]

By:_ _ _ _ _ _ _ _ _ __
Nane:
Title:
Dae: _ __

, 20[ )

EXHIBIT D-4 FORM OF U.S. TAX COMPLIANCE CERTIFICATE (For Non-U.S. Lenders That Are Partnerships For U.S. Federal Income Tax Purposes) Reference is hereby made to the Credit Agreement dated as of March, [⚫], 2020 (as amended, supplemented or otherwise modified from time to time, the “Credit Agreement”), among PPL Capital Funding, Inc., as the Borrower, PPL Corporation, as the Guarantor, and the Bank of Nova Scotia, as the Administrative Agent, and the Lenders from time to time party thereto. Pursuant to the provisions of Section 2.15 of the Credit Agreement, the undersigned hereby certifies that (i) it is the sole record owner of the Loan(s) (as well as any Note(s) evidencing such Loan(s)) in respect of which it is providing this certificate, (ii) its direct or indirect partners/members are the sole beneficial owners of such Loan(s) (as well as any Note(s) evidencing such Loan(s)), (iii) with respect to the extension of credit pursuant to this Credit Agreement or any other Loan Document, neither the undersigned nor any of its direct or indirect partners/members is a “bank” extending credit pursuant to a loan agreement entered into in the ordinary course of its trade or business within the meaning of Section 881(c)(3)(A) of the Code, (iv) none of its direct or indirect partners/members is a “ten percent shareholder” of the Borrower within the meaning of Section 871(h)(3)(B) of the Code and (v) none of its direct or indirect partners/members is a “controlled foreign corporation” related to the Borrower as described in Section 881(c)(3)(C) of the Code. The undersigned has furnished the Administrative Agent and the Borrower with IRS Form W- 8IMY accompanied by one of the following forms from each of its partners/members that is claiming the portfolio interest exemption: (i) an IRS Form W-8BEN or IRS Form W-8BEN-E or (ii) an IRS Form W-8IMY accompanied by an IRS Form W-8BEN or IRS Form W-8BEN-E from each of
such partner’s/member’s beneficial owners that is claiming the portfolio interest exemption. By executing this certificate, the undersigned agrees that (1) if the information provided in this certificate changes, the undersigned shall promptly so inform the Borrower and the Administrative Agent, and (2) the undersigned shall have at all times furnished the Borrower and the Administrative Agent with a properly completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in either of the two calendar years preceding such payments. Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings given to them in the Credit Agreement. [NAME OF LENDER] By:_________________________________ Name: Title: Date: ________ __, 20[ ]

EXHIBIT E
Form of Assignment and Assumption Agreement

T his Assignment and Assumption (the "Assignment and Assumption") is dated asof the Effective
Dae set forth below aid isentera:l into by and between [the] [eoch] 13 Assignor identified on the Schedules
hereto as " Assignor" [or " Assignors") ([collectively, the " Assignors" and eoch] an " Assignor") and (the]
[eoch] 14 Assignee identified on the Schedules hereto as " Assignee" [or " Assignees") ([collectively, the
" Assignees'' and eoch] an " Assignee"). [It is understood and agreed that the rights and obligations of [the
Assignors] (the Assignees] 15 hereunder are several aid not joint.] 16 Capital i zoo terms used but not defIna:l
herein shal l have the meaiings given to them in the Credit Agreement identified below (the " Credit
Agreement"), receipt ofa copy of which is hereby a::l<nowla:lga:l by [the] [eoch] Assignee. The Standard
Terms aid Conditions set forth in Annex 1 attached hereto are hereby agroo:l to aid inoorporata:l herein
by reference aid made a part of this Assignment aid Assumption as if set forth herein in full.
For an agroo:l consideration, [the] [eoch] Assignor hereby irrevocably sells aid assigns to [the
Assignee] [the re:pectiveAssignees], aid [the] [eoch] Assignee hereby irrevocably purchases and assumes
from [the Assignor] [the respective Assignors]. subjoct to and in occordance with the Standard Terms aid
Conditions aid the Credit Agreement, as of the Effective Date inserted by the Administrctive Agent as
contemplated below (a) all of (the Assignor's] (the respective Assignors'] rights aid obligations in [its
capocity as a Lender] [their re:pective capa::ities as Lenders] under the Credit Agreement and aiy other
documents or instruments delivered pursuant thereto to the extent relcta:l to the amount and percentage
interest identified below of all of such outstaiding rights and obligations of [the Assignor][the re:pective
Assignors] under the re:pectivefa::ilitiesidentifia:l below (induding without limitction any letters of credit
aid guarantees induda:l in such fa::ilities) aid (b) to the extent permitted to be assigned under appliccble
law, all dams, suits, ca.Jsesof oction and any other right of [the Assignor (in itscapocity asa Lender)] [the
re:pective Assignors (in their re:pective capocities as Lenders)] aganst aiy Peroon, whether known or
unknown, arising under or in connection with the Credit Agreement, any other documents or instruments
delivered pursuait thereto or the loan transoctions governed thereby or in any way based on or relcta:l to
aiy of the foregci ng, ind udi ng, but not Ii mi too to, contract dams, tort dams, mal procti ce dams, statutory
dams aid all other dams ct law or in ~uity related totherightsaid obl igationsrold and assigned pursuant
to clause (a) cbove (the rights and obligctions rold and assigna:l by [the] [aiy] Assignor to [the] [any]
Assignee pursuant to clauses (a) aid .(Q1 above being referred to herein col lectively as, the " Assigna:l
Interest"). Each such sale and assignment is without recourse to [the] (aiy] Assignor aid, exCEpt as
expressly provided in this Assignment and Assumption, without r~resentation or warraity by [the] (aiy]
Assignor.

1.

Assignor: S3e Scha:lule attacha:l hereto

2.

Assignee: S3e Schedule attacha:l hereto

3.

Borrower: PPL Capital Funding, Inc.

13

For brocketoo langu~ here and elsewhere in this form relaing to the Assignor(s), if the assignment is from a
single Assignor, choosethefirst brocketoo language. If the assignment is from multiple Assignors, choosethesocond
brocketoo I angua;:ie.
14
For brocketoo langu~hereand elsewhere in this form relating to theAssignee(s), if the assignment is to a single
Assignee, choose the first brocketoo langua;:ie. If the assignment isto multipleAssignees, choosethesocond brocketoo
Iangua;:ie.
15
Sel e:::t as appropri ae.
16
Include brocketoo langua;:ie if there are either multiple Assignors or multiple Assignees.

EXHIBIT E Form of Assignment and Assumption Agreement , This Assignment and Assumption (the “Assignment and Assumption”) is dated as of the Effective Date set forth below and is entered into by and between [the] [each]13 Assignor identified on the Schedules hereto as “Assignor” [or “Assignors”] ([collectively, the “Assignors” and each] an “Assignor”) and [the] [each]14 Assignee identified on the Schedules hereto as “Assignee” [or “Assignees”] ([collectively, the “Assignees” and each] an “Assignee”). [It is understood and agreed that the rights and obligations of [the Assignors] [the Assignees]15 hereunder are several and not joint.]16 Capitalized terms used but not defined herein shall have the meanings given to them in the Credit Agreement identified below (the “Credit Agreement”), receipt of a copy of which is hereby acknowledged by [the] [each] Assignee. The Standard Terms and Conditions set forth in Annex 1 attached hereto are hereby agreed to and incorporated herein by reference and made a part of this Assignment and Assumption as if set forth herein in full. For an agreed consideration, [the] [each] Assignor hereby irrevocably sells and assigns to [the Assignee] [the respective Assignees], and [the] [each] Assignee hereby irrevocably purchases and assumes from [the Assignor] [the respective Assignors], subject to and in accordance with the Standard Terms and Conditions and the Credit Agreement, as of the Effective Date inserted by the Administrative Agent as contemplated below (a) all of [the Assignor’s] [the respective Assignors’] rights and obligations in [its capacity as a Lender] [their respective capacities as Lenders] under the Credit Agreement and any other documents or instruments delivered pursuant thereto to the extent related to the amount and percentage interest identified below of all of such outstanding rights and obligations of [the Assignor] [the respective Assignors] under the respective facilities identified below
(including without limitation any letters of credit and guarantees included in such facilities) and (b) to the extent permitted to be assigned under applicable law, all claims, suits, causes of action and any other right of [the Assignor (in its capacity as a Lender)] [the respective Assignors (in their respective capacities as Lenders)] against any Person, whether known or unknown, arising under or in connection with the Credit Agreement, any other documents or instruments delivered pursuant thereto or the loan transactions governed thereby or in any way based on or related to any of the foregoing, including, but not limited to, contract claims, tort claims, malpractice claims, statutory claims and all other claims at law or in equity related to the rights and obligations sold and assigned pursuant to clause (a) above (the rights and obligations sold and assigned by [the] [any] Assignor to [the] [any] Assignee pursuant to clauses (a) and (b) above being referred to herein collectively as, the “Assigned Interest”). Each such sale and assignment is without recourse to [the] [any] Assignor and, except as expressly provided in this Assignment and Assumption, without representation or warranty by [the] [any] Assignor. 1. Assignor: See Schedule attached hereto 2. Assignee: See Schedule attached hereto 3. Borrower: PPL Capital Funding, Inc. 13 For bracketed language here and elsewhere in this form relating to the Assignor(s), if the assignment is from a single Assignor, choose the first bracketed language. If the assignment is from multiple Assignors, choose the second bracketed language. 14 For bracketed language here and elsewhere in this form relating to the Assignee(s), if the assignment is to a single Assignee, choose the first bracketed language. If the assignment is to multiple Assignees, choose the second bracketed language. 15 Select as appropriate. 16 Include bracketed language if there are either multiple Assignors or multiple Assignees.

4.
Administrative Agent: The Ba.k of Nova Scotia, as the a:fmi ni strati ve a;:ient unda- the Credit
Agreemait
5.
Credit Agreement: The Credit Agreement dated as of Mach 27, 2020 (as anended, restated,
suppl a-nented or otherwise modi fi Ed from ti me to ti me) anong PPL Ccpi tal Funding, Inc., as the Borrower,
PPL Corporation, as the Guaa.tor, the Iending i nsti tuti ons paty thffa:o from ti me to ti me a.d The Ba.k of
Nova Scotia, asAdministrativeAga,t
6.

Assigned I nta-est: Sle !:tl1Edul e attachoo ha-a:o

[7.

Tra:fe Date: ] 17
[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)

17
To be completed if the AS:iignor(s) a-ld the AS:iignee(s) intend that the minimum assignment anount is to be
determined as of the Tra:Je Dae.

4. Administrative Agent: The Bank of Nova Scotia, as the administrative agent under the Credit Agreement 5. Credit Agreement: The Credit Agreement dated as of March 27, 2020 (as amended, restated, supplemented or otherwise modified from time to time) among PPL Capital Funding, Inc., as the Borrower, PPL Corporation, as the Guarantor, the lending institutions party thereto from time to time and The Bank of Nova Scotia, as Administrative Agent 6. Assigned Interest: See Schedule attached hereto [7. Trade Date: ]17 [REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 17 To be completed if the Assignor(s) and the Assignee(s) intend that the minimum assignment amount is to be determined as of the Trade Date.

Effa::tive Dae: _ _ _ , 20_
[TOBE INSERTED BY ADMINISTRATIVEAGENT AND WHICH SHALL BETHE EFFECTIVE DATE
OF RECORDATION OF TRANSFER IN THE REGISTER THEREFOR.]

Theta-ms set forth in this Assignment end AssufTl)tion ae hereby agreed to:
ASSIGNOR[S]
[NAME(S) OF ASSIGNOR(S)]
By: _ _ _ _ _ _ _ _ _ _ _ __

Title:
ASSIGNEE(Sl

S3e Silooule attachoo hereto

Effective Date: , 20 [TO BE INSERTED BY ADMINISTRATIVE AGENT AND WHICH SHALL BE THE EFFECTIVE DATE OF RECORDATION OF TRANSFER IN THE REGISTER THEREFOR.] The terms set forth in this Assignment and Assumption are hereby agreed to: ASSIGNOR[S] [NAME(S) OF ASSIGNOR(S)] By: Title: ASSIGNEE[S] See Schedule attached hereto

Con~ta::l to a1d ACCEpta::l:
THE BANK OF NOVA SCOTIA,

as Admi ni strati ve Aga,t

By_ _ _ _ _ _ _ _ _ _ _ _ _ __
Title:
[Con~ta::l to:]1 8
PPL CAPITAL FUNDING, INC.

By_ _ _ _ _ _ _ _ _ _ _ _ _ __
Title:

18

To becdcla:l only if theconsa,t of the Borrov,.,er is require:! by the terms of theCre:tit Agreanerit.

Consented to and Accepted: THE BANK OF NOVA SCOTIA, as Administrative Agent By Title: [Consented to:]18 PPL CAPITAL FUNDING, INC. By Title: 18 To be added only if the consent of the Borrower is required by the terms of the Credit Agreement.

SCHEDULE
To Assignment end Assumption
By itsexa::ution of thisScha:lule, theAssignee(s) a;:iree(s) to the terms set forth in theata::hed Assignment
a,d Assumption.
Assigna:l Interests:
Aggregate Amount of
Commitment/Loa,sfor all
Lenders21

$

Amount of
Commitment/Loa,s
Assionoo22

$

[NAME OF ASSIGNEE] 24

Percerita;:ie A ssi gna:l
of
Commi tment/L oa,s23
%

CUSI P Number

(a,d isa, Affiliate of (identify Lender]] 25

21
Amount to be a:ljusta:l by the oounterpaiies to ta<e into ax:ount a,y payments or pr~ayments ma:le between the
Tra:le Date aid the Effective Date.
22
Amount to be a:ljusta:l by the oounterpaiies to ta<e into occount a,y payments or pr~ayments ma:le between the
Tra:le Datea,d the Effective Date.
23
56 forth, to a least 9 decimas, asa perca,ta;1eof the Commitment/Loaisof all Lenders thereunder.
24
Add additional signature blocks, as needa:l.
25
Select as appl icable.

SCHEDULE To Assignment and Assumption By its execution of this Schedule, the Assignee(s) agree(s) to the terms set forth in the attached Assignment and Assumption. Assigned Interests: Aggregate Amount of Amount of Percentage Assigned Commitment/Loans for all Commitment/Loans of CUSIP Number Lenders21 Assigned22 Commitment/Loans23 $ $ % [NAME OF ASSIGNEE]24 [and is an Affiliate of [identify Lender]]25 21 Amount to be adjusted by the counterparties to take into account any payments or prepayments made between the Trade Date and the Effective Date. 22 Amount to be adjusted by the counterparties to take into account any payments or prepayments made between the Trade Date and the Effective Date. 23 Set forth, to at least 9 decimals, as a percentage of the Commitment/Loans of all Lenders thereunder. 24 Add additional signature blocks, as needed. 25 Select as applicable.

ANNEX 1 to Assignment and Assumption
CREDI T AGREEMENT DATED AS OF MARCH 27, 2020
BY AND AMONG
PPL CAPITAL FUNDING, INC., ASBORROWER,
PPL CORPORATION, ASGUARANTOR,
THE LENDERS PARTY THERETO A ND
THE BANK OF NOVA SCOTI A, AS ADMINISTRATIVE AGENT
STANDARD TERMS AND CONDITIONS FOR ASSIGNMENT AND ASSUMPTION
1.

Ra;>resentati ons and W a-ranti es.

1.1 Assignor. [The] [Eoch] Assignor (a) represents and wa-rants thct (i) it is the legal and beneficial
owner of [the] [the rele,,ant] Assigned Interest, (ii) [the] [such] Assigned Interest is free and deer of any
lien, encumbrance or other a:lversedam and (iii) it has ful l power and authority, and hastal<en all cdion
necessay, to execute and deliver this Assignment and Assu"l)tion and to consummctethetranscdions
contemplated hereby; and (b) assumes no responsibility with respect to (i) any staements, wa-ranties or
representations made in or in conneciion with the Credit Agreement or any other Loan Document, (ii) the
execution, legality, validity, enforoo:bility, genuineness, sufficiency or value of the Loan Documents or any
collateral thereunder, (ii i) the financial condition of the Borrower, any of its Subsidia-iesor Affiliates or any
other Person obligated i n respeci of any Loan Document or (iv) the performance or observance by the
Borrower, any of itsSubsidia-iesor Affiliates or any other Perron of any of their respeciiveobligaions
under any Loan Document.
1.2. Assignee. [The] [Eoch] Assignee (a) represents and wa-rants that (i) it has full power and
authority, and has tal<en al I cdi on necessay, to execute and deliver this Assignment and Assumption and
to consummae the transcdi ons contemplated hereby and to become a Lender under the Credit Agreement,
(ii) it meets all ra;iuirementsof an EligibleAssigneeunder the Credit Agreement (subj eci to receipt of such
consents as may be ra;iuired under the Credit Agreement), (i ii) fromand after the Effeciive Date, it shall be
bound by the provisions of the Credit Agreement as a Lender thereunder and, to the extent of the Assigned
Interest, shall have the obligciions of a Lender thereunder, (iv) it has received a copy of the Credit
Agreement, together with copies of the most recent financial statements delivered pursuant to Seciion 5.01
thereof, as applicable, and such other documents and information as it has deemed appropri cie to mal<e its
own credit analysis and decision to enter into this Assignment and Assumption and to purchase [the] [the
rele,,ant] Assigned Interest on the basis of which it has made such analysis and decision independently and
without rel iance on the Administrative Agent or any other Lender, and (b) agrees that (i) it will ,
independently and without reliance on theAdministrativeAgent, (the] (any] Assignor or any other Lender,
and based on such documents and i nformai on as it shal I deem appropri cte at the ti me, continue to mal<e its
own credit decisions in tal<ing or not tal<ing cdion under the Loan Documents, and (ii) it will perform in
occordance with their terms al I of the obi i qai ons tha by the terms of the Loan Documents ere ra;iui red to
be performed by it as a Lender.
2.
Payments. From and after the Effeciive Date, the Administraive Agent shal l mal<eal l
payments in respeci of the Assigned Interest (including payments of principal, interest, fees and other
anounts) to the Assignor for amounts that have axrued to but exduding the Effeciive Date and to the
~~~~~~~~~~and~~ffid~~

ANNEX 1 to Assignment and Assumption CREDIT AGREEMENT DATED AS OF MARCH 27, 2020 BY AND AMONG PPL CAPITAL FUNDING, INC., AS BORROWER, PPL CORPORATION, AS GUARANTOR, THE LENDERS PARTY THERETO AND THE BANK OF NOVA SCOTIA, AS ADMINISTRATIVE AGENT STANDARD TERMS AND CONDITIONS FOR ASSIGNMENT AND ASSUMPTION 1. Representations and Warranties. 1.1 Assignor. [The] [Each] Assignor (a) represents and warrants that (i) it is the legal and beneficial owner of [the] [the relevant] Assigned Interest, (ii) [the] [such] Assigned Interest is free and clear of any lien, encumbrance or other adverse claim and (iii) it has full power and authority, and has taken all action necessary, to execute and deliver this Assignment and Assumption and to consummate the transactions contemplated hereby; and (b) assumes no responsibility with respect to (i) any statements, warranties or representations made in or in connection with the Credit Agreement or any other Loan Document, (ii) the execution, legality, validity, enforceability, genuineness, sufficiency or value of the Loan Documents or any collateral thereunder, (iii) the financial condition of the Borrower, any of its Subsidiaries or Affiliates or any other Person obligated in respect of any Loan Document or (iv) the performance or observance by the Borrower, any of its Subsidiaries or Affiliates or any other Person of any of their respective obligations under any Loan Document. 1.2. Assignee. [The] [Each] Assignee (a) represents and warrants that (i) it has full power and authority, and has taken all action necessary, to execute and deliver this Assignment and Assumption and to consummate the transactions contemplated hereby and to become a Lender under the Credit Agreement, (ii) it meets all requirements of an Eligible Assignee under the Credit Agreement (subject to receipt of such consents as may be required
under the Credit Agreement), (iii) from and after the Effective Date, it shall be bound by the provisions of the Credit Agreement as a Lender thereunder and, to the extent of the Assigned Interest, shall have the obligations of a Lender thereunder, (iv) it has received a copy of the Credit Agreement, together with copies of the most recent financial statements delivered pursuant to Section 5.01 thereof, as applicable, and such other documents and information as it has deemed appropriate to make its own credit analysis and decision to enter into this Assignment and Assumption and to purchase [the] [the relevant] Assigned Interest on the basis of which it has made such analysis and decision independently and without reliance on the Administrative Agent or any other Lender, and (b) agrees that (i) it will, independently and without reliance on the Administrative Agent, [the] [any] Assignor or any other Lender, and based on such documents and information as it shall deem appropriate at the time, continue to make its own credit decisions in taking or not taking action under the Loan Documents, and (ii) it will perform in accordance with their terms all of the obligations that by the terms of the Loan Documents are required to be performed by it as a Lender. 2. Payments. From and after the Effective Date, the Administrative Agent shall make all payments in respect of the Assigned Interest (including payments of principal, interest, fees and other amounts) to the Assignor for amounts that have accrued to but excluding the Effective Date and to the Assignee for amounts that have accrued from and after the Effective Date.

3.
Genera Provisions. This Assignment aid Assumption shal be binding upon, aid inureto
the benefit of, the paiies hereto aid their r~ective succesoors aid assigns. This Assignment aid
Assumption may be exa::uted in any number of counterpais, which together shal constitute one
instrument. Delivery of an exEruted counterpai of asignaturepcgeof thisAssignment and Assumption by
telecq:>y shal be effective as delivery of a manualy exEruted counterpai of this Assignment aid
Assumption. This Assignment aid Assumption shal be governed by and construed in axordaicewith the
internal laws of the State of New York.
[Signature pcge follows]

3. General Provisions. This Assignment and Assumption shall be binding upon, and inure to the benefit of, the parties hereto and their respective successors and assigns. This Assignment and Assumption may be executed in any number of counterparts, which together shall constitute one instrument. Delivery of an executed counterpart of a signature page of this Assignment and Assumption by telecopy shall be effective as delivery of a manually executed counterpart of this Assignment and Assumption. This Assignment and Assumption shall be governed by and construed in accordance with the internal laws of the State of New York. [Signature page follows]

PPL CAPITAL FUNDING, INC.

By: _ _ _ _ _ _ _ _ _ _ _ _ _ Nane:
Title:

PPL CAPITAL FUNDING, INC. By: Name: Title:

Annex I
Lender Information
Name

Lending Office
250 V e:et Street, 23-24 FL
Ne.v York, NY 10281

The Ba,k of Nova Scotia

PPL CAPITAL FUNDING, INC. - CREDIT AGREEMENT

Annex I Lender Information Name Lending Office The Bank of Nova Scotia 250 Vesey Street, 23-24 FL New York, NY 10281 PPL CAPITAL FUNDING, INC. – CREDIT AGREEMENT

Exhibit 10(d)
Execution Version

$50,CXX),000

REVOLVING CREDIT AGREEMENT
date:! as of March 12, 2020
among
PPL CAPITAL FUNDING, INC.,
astheBorrower ,
PPL CORPORATION ,
as the Guarantor ,
THE BANK OF NOVA SCOTIA ,
as the Lender ,
and
THE BANK OF NOVA SCOT IA,
as Sole Lead Arranger and Sole Book runner

AmericasAclive: 14409765. 7

Exhibit 10(d) Execution Version $50,000,000 REVOLVING CREDIT AGREEMENT dated as of March 12, 2020 among PPL CAPITAL FUNDING, INC., as the Borrower, PPL CORPORATION, as the Guarantor, THE BANK OF NOVA SCOTIA, as the Lender, and THE BANK OF NOVA SCOTIA, as Sole Lead Arranger and Sole Bookrunner AmericasActive:14409765.7
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REVOLVING CREDIT A GREEM ENT (this " Aqree-ne,t") dated as of March 12, 2020 is
e,teroo into anong PPL CAPITAL FUNDING, INC., a DelaNare corporation (the " Borrower"), PPL
CORPORATION , a PennSylvania corporciion (the " Guarantor") clld THE BANK OF NOVA SCOTIA,
as the Le,der. The parties ha-eto ~ree as follows:
RECITALS
The Loan Parties (as hereinafter defined) have ra:iuestoo thci the Lender provides a revolving
credit fa::i lity in an aggregcieprincipal a-nount not to exceed $50,000,000. In consideration of their mutual
cove,ants and ~ree-ne,ts hereinafter set forth clld intending to be Iegal Iy bound hereby, the parties hereto
cove,ant and ~reeasfollows:
ART ICLE I
DEFINITIONS
Section 1.01 Definitions. All capitalized terms used in this Agree-ne,t or in any Appendix,
Schedule or Exhibit hereto which are not otherwise defined herein or therein shall have the respective
mea,ingsset forth below.
"Adj ustoo London Interbank Offered Rate" means, for any Interest Period, a rate per annuma:iual
to the quotie,t obtanoo (rounded upward, if necessa-y, to the nea-est 11100th of 1%) by dividing (i) the
London Interbank Offered Rate for such Interest Period by (i i) 1.00 minus the Euro-Dollar Reserve
Perce,tage.
"Affiliate'' means, with respect to any Perron, any other Perron who is directly or indi rectly
control Ii ng, control IEd by or under common control with such Perron. A Perron shal I be deemed to control
another Perron if such Perron possesses, di rectly or indirectly, the power to direct or cause the direction
of the man~eme,t or policies of the control loo Perron, whether through the ownership of stock or its
a:iuivale,t, by centred or otherwise.
"Agree-ne,t" has the meaning set forth in the introductory par~raph hereto, as this Agree-ne,t
may be a-ne,doo, restcioo, suppl ementoo or modi ti Ed from ti me to ti me.
"Appl icable Lending Office'' means theLe,der'sofficelocatoo ct its address set forth on Annex
I, or such other office as the L e,der may heredter desi gncie by notice to the Borrower.
"Applicable Perce,tc!)e" means, for purposes of calculating (i) the applicable interest rate margin
for any day for any Base Rae Loans, 0.00% per annum, (ii) the applicable interest rate margin for any
day for Euro-Dollar Loans, 0.65% per annum, or (i ii) the applicable rcte for the Later of Credit Fee for
any day for purposes of Section 2.07(a), 0.65% per annum.
"Arra,ger" means The Bank of Nova Scotia in its capacity as sole lead arranger and sole
bookrunner.
"Asset Sale" means any sale of any assets, ind udi ng by way of the sale by the Guarantor or any
of its Subsi diaries of a:iui ty interests in such Subsi diaries.
"Authorized Officer" means the president, the chief operating officer, the chief financial officer,
the chief occounting officer, any vice preside,t, the treasurer, the assistant treasurer or the control ler of
the applicable Loan Party or such other individuals roooonably acceptable to the Le,der as may be
desi gna:oo in writing by the Borrower from ti me to ti me.

REVOLVING CREDIT AGREEMENT (this “Agreement”) dated as of March 12, 2020 is entered into among PPL CAPITAL FUNDING, INC., a Delaware corporation (the “Borrower”), PPL CORPORATION, a Pennsylvania corporation (the “Guarantor”) and THE BANK OF NOVA SCOTIA, as the Lender. The parties hereto agree as follows: RECITALS The Loan Parties (as hereinafter defined) have requested that the Lender provides a revolving credit facility in an aggregate principal amount not to exceed $50,000,000. In consideration of their mutual covenants and agreements hereinafter set forth and intending to be legally bound hereby, the parties hereto covenant and agree as follows: ARTICLE I DEFINITIONS Section 1.01 Definitions. All capitalized terms used in this Agreement or in any Appendix, Schedule or Exhibit hereto which are not otherwise defined herein or therein shall have the respective meanings set forth below. “Adjusted London Interbank Offered Rate” means, for any Interest Period, a rate per annum equal to the quotient obtained (rounded upward, if necessary, to the nearest 1/100th of 1%) by dividing (i) the London Interbank Offered Rate for such Interest Period by (ii) 1.00 minus the Euro-Dollar Reserve Percentage. “Affiliate” means, with respect to any Person, any other Person who is directly or indirectly controlling, controlled by or under common control with such Person. A Person shall be deemed to control another Person if such Person possesses, directly or indirectly, the power to direct or cause the direction of the management or policies of the controlled Person, whether through the ownership of stock or its equivalent, by contract or otherwise. “Agreement” has the meaning set forth in the introductory paragraph hereto, as this Agreement may be amended, restated, supplemented or modified from time to time. “Applicable Lending Office” means the Lender’s office located at its address set forth on Annex I, or such
other office as the Lender may hereafter designate by notice to the Borrower. “Applicable Percentage” means, for purposes of calculating (i) the applicable interest rate margin for any day for any Base Rate Loans, 0.00% per annum, (ii) the applicable interest rate margin for any day for Euro-Dollar Loans, 0.65% per annum, or (iii) the applicable rate for the Letter of Credit Fee for any day for purposes of Section 2.07(a), 0.65% per annum. “Arranger” means The Bank of Nova Scotia in its capacity as sole lead arranger and sole bookrunner. “Asset Sale” means any sale of any assets, including by way of the sale by the Guarantor or any of its Subsidiaries of equity interests in such Subsidiaries. “Authorized Officer” means the president, the chief operating officer, the chief financial officer, the chief accounting officer, any vice president, the treasurer, the assistant treasurer or the controller of the applicable Loan Party or such other individuals reasonably acceptable to the Lender as may be designated in writing by the Borrower from time to time. 1

"Avalcble Loa, Amount" means the Maximum Focility Amount minus the ~gregate Principa
Obligciionsfor al Loa1s.
"Avalcbility Period" means the period from and including the Effective Date to but excluding
the Termi nation Date.
" Ba,kruptcy Code" means the Ba-ikruptcy Reform Act of 1978, as arnended, or a,y succes&>r
statute.
"Base Rcie'' means for any day, a fluctuating per annum rate of interest equa to the highest of (i)
the Federa Funds Rate pl us 0.5%, (ii) the Prime Rate, a-id (iii) the Adjusted London Interba-ik Offered Rcie
for a Euro-Dollar Loa, with a, Interest Period of one month commencing on such day plus 100 basis points
(1.00%). Any cha,ge in the Base Rate(or a,y component thereof) shal take effect at the opening of business
on the day such cha,geoccurs.
" Base Rate Borrowing" means a Borrowing comprised of Base Rae L oa,s.
" Base Rate Loa," means a Loa, in re:pect of which interest is computed on thebasisof the Base
Rate.
" Borrower" has the meaning set forth in the introductory par~r~h hffeto.
"Borrower's Rating" means the senior unsecured long-term dEbt rciing of the Borrow0" from
S& Por Moody's without giving effect to any third party credit enhancement except for a guaranty of the
Guarantor (it being understood that al of the Borrow0"'s long term dEbt is Guaranteed by theGuaraitor).
" Borrowing" means a group of Loa,sof a single Type ma::leby the Lend0" on a singledcieaid,
in the case of a Euro-Dollar Borrowing, having a single lnt0"est Period.
"Borrowing Request" has the meaning set forth in Section 2.03.
" Business Day" means any day other than a Saturday or Sunday or a legal holiday on which
comm0"cia banks are authorized or required to be dosed for business in Nw York, Nw York and if the
~plicable Business Day relates to any Euro-Dollar Loa,, such day must aoo be a day on which dealings
are carried on in the London interba,k market.
" Ca::>ita Lease'' means any lease of property which, in accordaice with GAAP, should be
capitalized on the lessee's balance sheet.
" Ca::>ita Lease Obligations'' means, with respect to any Peroon, al obligciions of such Peroon as
lessee under ~ita Leases, in eoch case taken a: the crnount thffeof accounted for as licbilities in
cecordancewith GAAP.
" Change of Control" means (i) the acquisition by any Peroon, or two or more Peroons acting in
concert, of bena'icia own0"ship (within the meaiing of Rule 13d-3 of the Sa::urities aid Exchange
Commission under the Sa::urities Exchange Act of 1934, as amended) of 25% or more of the outstanding
shares of Voting Stock of the Guarantor or its succes&>rs or (ii) the fa lure at any time of the Guarantor
or itssucces&>rsto own 80% or more of the outstanding shares of the Voting Stock in the Borrowff.
" Connection Income Taxes'' means Otha" Connection Taxes that are imposed on or mea9..Jred by
2

“Available Loan Amount” means the Maximum Facility Amount minus the aggregate Principal Obligations for all Loans. “Availability Period” means the period from and including the Effective Date to but excluding the Termination Date. “Bankruptcy Code” means the Bankruptcy Reform Act of 1978, as amended, or any successor statute. “Base Rate” means for any day, a fluctuating per annum rate of interest equal to the highest of (i) the Federal Funds Rate plus 0.5%, (ii) the Prime Rate, and (iii) the Adjusted London Interbank Offered Rate for a Euro-Dollar Loan with an Interest Period of one month commencing on such day plus 100 basis points (1.00%). Any change in the Base Rate (or any component thereof) shall take effect at the opening of business on the day such change occurs. “Base Rate Borrowing” means a Borrowing comprised of Base Rate Loans. “Base Rate Loan” means a Loan in respect of which interest is computed on the basis of the Base Rate. “Borrower” has the meaning set forth in the introductory paragraph hereto. “Borrower’s Rating” means the senior unsecured long-term debt rating of the Borrower from S&P or Moody’s without giving effect to any third party credit enhancement except for a guaranty of the Guarantor (it being understood that all of the Borrower’s long term debt is Guaranteed by the Guarantor). “Borrowing” means a group of Loans of a single Type made by the Lender on a single date and, in the case of a Euro-Dollar Borrowing, having a single Interest Period. “Borrowing Request” has the meaning set forth in Section 2.03. “Business Day” means any day other than a Saturday or Sunday or a legal holiday on which commercial banks are authorized or required to be closed for business in New York, New York and if the applicable Business Day relates to any Euro-Dollar Loan, such day must also be a day on which dealings are carried on in the London interbank market. “Capital Lease” means any lease of
property which, in accordance with GAAP, should be capitalized on the lessee’s balance sheet. “Capital Lease Obligations” means, with respect to any Person, all obligations of such Person as lessee under Capital Leases, in each case taken at the amount thereof accounted for as liabilities in accordance with GAAP. “Change of Control” means (i) the acquisition by any Person, or two or more Persons acting in concert, of beneficial ownership (within the meaning of Rule 13d-3 of the Securities and Exchange Commission under the Securities Exchange Act of 1934, as amended) of 25% or more of the outstanding shares of Voting Stock of the Guarantor or its successors or (ii) the failure at any time of the Guarantor or its successors to own 80% or more of the outstanding shares of the Voting Stock in the Borrower. “Connection Income Taxes” means Other Connection Taxes that are imposed on or measured by 2

net income {howtVer denomi natEd) or that a-e frard1i se Taxes or bra,di profits Taxes.
" ConoolidatEd Ccpitaizai on" means the sum of, without duplication, (A) the ConrolidaEd Debt
(without giving effect to clause (b) of the definition of " Conrolidated Debt") and (B) the consolidated
shareowners' equity (determined in accordance with GAAP) of the common, preference a,d preferred
sha-eowners of the Gua-a,tor a,d minority interests ra::orded on the Gua-a,tor's consolidated financial
statements (excluding from shareowners' equity (i) the effect of all unrealized gains and losses reported
under Fina,cia Accounting Sta,da-ds Boa-d Accounting Sta,da-dsCodification Topic 815 in connoction
with ( x) f orwa-d contra::ts, futures contra::ts, options contra::ts or other derivatives or hedging a;ireements
for the future delivery of eloctricity, ecpooty, fuel or other commodities a,d (y) Interest Rae Protoction
Agreements, foreign currency excha,ge a;ireements or other interest or excha,ge rae hedging
a-ra,gernents a,d (ii) the ba a,ce of a::cumul aEd other comprehensive i ncome'Ioss of the Gua-a,tor on
a,y date of determination solely with r~oct to theeffoct of a,y pension a,d other post-retirement benefit
lici:>ility a:ljustment ra::orded in accorda,ce with GAAP), except that for purposes of cacula:ing
Conrolidated C~itaization of the Gua-a,tor, Conrolida:ed Debt of the Gua-a,tor shal exdude Non
Ra::ourse Debt aid Consol idatEd C~itaization of the Gua-a,tor shal exdude tha portion of
shareowners' equity attributable to assets securing Non Ra::ourse Debt.
" ConsolidatEd Debt" means the consolidated Debt of the Gua-a,tor aid its Conool ida:Ed
Subsidia-ies (determinEd in accorda,ce with GAAP), except that for purposes of this definition (a)
Conrolidaed Debt shal exdude Non Ra::ourse Debt of the Gua-a,tor a,d its Conrolidated Subsidia-ies,
a,d (b) ConoolidatEd Debt shal exdude (i) Hybrid Socurities of the Gua-a,tor a,d its ConoolidatEd
Subsidia-ies in a, a,;igregate amount as shal not exceed 15% of Conoolida:Ed ~itaizaion aid (ii)
Equity-LinkEd Socuritiesin a, a,;igregateamount asshal not exceed 15% of Conrolidated C~ita ization.
" Conool idatEd Subsidiay" means with respect to any Perron at a,y date a,y Subsidia-y of such
Perron or other entity the accounts of whim would be conrolidaEd with those of such Perron in its
conoolidaEd fina,cia statements if such sta:ements were prepa-Ed as of such date in accorda,ce with
GAAP.
"Corpora:ion" means a corporation, association, company, joint stock company, limited liability
colll)a1y, pa-tnership or business trust.
" Credit Event" means a Borrowing or the issua,ce, renewa or extension of a Letter of Credit.
" Debt" of any Person means, without duplication, (i) a l I obligations of such Perron for borrowEd
money, (ii) al obligations of such Perron evidencEd by bonds, debentures. notes or simi la- instruments,
(iii) al Gua-a,tees by such Perron of Debt of others, (iv) al C~ita Lease Obligations a,d Synthetic
Leases of such Perron, (v) al obligations of such Perron in r~oct of Interest Rae Protoction
Agreements, foreign currency exchaige a;ireements or other interest or excha,ge rate hEdging
a-raigements (the amount of a,y such obliga:ion to be the net amount that would be payci:>le upon the
a::celeration, termination or liquidation therrof), but only to the extent that such net obligations exceEd
$50,000,000 in the aggrega:e a,d (vi) al obliga:ions of such Perron as a, a::count pa-ty in r~oct of
letters of credit and bankers' acceptances; provided, however, that " Debt" of such Perron does not ind ude
(a) obi i gati ons of such Perron under aiy i nsta Iment sa e, condi ti ona sa e or ti tie retention a;ireement or
a,y other a;ireement relating to obligations for the deferred purchase price of property or services, (b)
obi i ga:i ons under a;ireements relating to the purchase a,d sa e of aiy commodity, including a,y power
sae or purchase a;ireements, a,y commodity hedge or derivative (rega-dless of whether a,y such
transaction is a "financial" or physical transaction), (c) any trade obligations or other obligations of such
Perron incurred in the ordina-y course of business or (d) obliga:ions of such Perron under a,y lease
a;ireement (ind udi ng a,y Iease i ntendEd as security) that is not a ~ ita Lease or a Synthetic Lease.
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net income (however denominated) or that are franchise Taxes or branch profits Taxes. “Consolidated Capitalization” means the sum of, without duplication, (A) the Consolidated Debt (without giving effect to clause (b) of the definition of “Consolidated Debt”) and (B) the consolidated shareowners’ equity (determined in accordance with GAAP) of the common, preference and preferred shareowners of the Guarantor and minority interests recorded on the Guarantor’s consolidated financial statements (excluding from shareowners’ equity (i) the effect of all unrealized gains and losses reported under Financial Accounting Standards Board Accounting Standards Codification Topic 815 in connection with (x) forward contracts, futures contracts, options contracts or other derivatives or hedging agreements for the future delivery of electricity, capacity, fuel or other commodities and (y) Interest Rate Protection Agreements, foreign currency exchange agreements or other interest or exchange rate hedging arrangements and (ii) the balance of accumulated other comprehensive income/loss of the Guarantor on any date of determination solely with respect to the effect of any pension and other post-retirement benefit liability adjustment recorded in accordance with GAAP), except that for purposes of calculating Consolidated Capitalization of the Guarantor, Consolidated Debt of the Guarantor shall exclude Non Recourse Debt and Consolidated Capitalization of the Guarantor shall exclude that portion of shareowners’ equity attributable to assets securing Non Recourse Debt. “Consolidated Debt” means the consolidated Debt of the Guarantor and its Consolidated Subsidiaries (determined in accordance with GAAP), except that for purposes of this definition (a) Consolidated Debt shall exclude Non Recourse Debt of the Guarantor and its Consolidated Subsidiaries, and (b) Consolidated Debt shall exclude (i) Hybrid Securities of the Guarantor and its Consolidated
Subsidiaries in an aggregate amount as shall not exceed 15% of Consolidated Capitalization and (ii) Equity-Linked Securities in an aggregate amount as shall not exceed 15% of Consolidated Capitalization. “Consolidated Subsidiary” means with respect to any Person at any date any Subsidiary of such Person or other entity the accounts of which would be consolidated with those of such Person in its consolidated financial statements if such statements were prepared as of such date in accordance with GAAP. “Corporation” means a corporation, association, company, joint stock company, limited liability company, partnership or business trust. “Credit Event” means a Borrowing or the issuance, renewal or extension of a Letter of Credit. “Debt” of any Person means, without duplication, (i) a l l obligations of such Person for borrowed money, (ii) all obligations of such Person evidenced by bonds, debentures, notes or similar instruments, (iii) all Guarantees by such Person of Debt of others, (iv) all Capital Lease Obligations and Synthetic Leases of such Person, (v) all obligations of such Person in respect of Interest Rate Protection Agreements, foreign currency exchange agreements or other interest or exchange rate hedging arrangements (the amount of any such obligation to be the net amount that would be payable upon the acceleration, termination or liquidation thereof), but only to the extent that such net obligations exceed $50,000,000 in the aggregate and (vi) all obligations of such Person as an account party in respect of letters of credit and bankers’ acceptances; provided, however, that “Debt” of such Person does not include (a) obligations of such Person under any installment sale, conditional sale or title retention agreement or any other agreement relating to obligations for the deferred purchase price of property or services, (b) obligations under agreements relating to the purchase and sale of any commodity, including any power sale or purchase
agreements, any commodity hedge or derivative (regardless of whether any such transaction is a “financial” or physical transaction), (c) any trade obligations or other obligations of such Person incurred in the ordinary course of business or (d) obligations of such Person under any lease agreement (including any lease intended as security) that is not a Capital Lease or a Synthetic Lease. 3

" Debtor Relief Lcms" means the Bcflkruptcy Code of the United Stctes of America, cfld all other
liquidction, consavatorship, bcflkruptcy, assignment for the benefit of creditors, moraorium,
recrra,gement, receivership, insolvency, reorgcflization, or simila debtor relief Lcmsof the United States
or other ,:pplicct>le juriooictions from time to time in effect.
" Defa.Jit" means any Event of Defadt or cflY other condition or event which with the giving of
notice or l,:pseof time or both would, unless cured or waived, becomecfl Event of Defailt.
" Doll as" and the sign "i " means lawful money of the United Staes of America.
" Effective Dae" means the date on which the Lender detarnines tha the conditions spocified in
or pursua,t to Section 4.01 have been satisfied.
" Envi ronmental Lcms" means any and all federal, state and local statutes, lcms, regulaions,
ordi ncflces, rules, judgments, orders, decrees, permits, concessions, grcflts, frcflchi ses, Ii censes or other
written governmental restrictions relating to the envi ronment or to emissions, dis::ha-ges or releases of
pol Iutcflts, conta-ni ncflts, petroleum or petroleum products, chemicals or industrial , toxic or Haza-dous
Substcflces or wa:i.es into the environment induding, without limitation, a-nbient air, surfa::e waer,
ground water, or lcfld, or otherwise relating to the mcflufa::ture, processing, distribution, use, treatment,
storcge, disposal, trcflsport or hcfldl i ng of poll utcflts, conta-ni ncflts, petroleum or petroleum products,
chemicals or industrial , toxic or Haza-dous Substcflces or wa:i.es.
" Environmental Lia:iil ities'' means all liabilities (i nduding cflticipaed complicflce costs) in
connection with or relating to the business, assets, presently or previously owned, leased or operaed
property, a::tivities (induding, without limitction, off-site disposal) or operaionsof the Gua-cfltor or cfly
of itsSubsidiaieswhich aiseunder Environmental Lcms.
"Equity-Linked Securities" means any securities of the Guacfltor or cflY of its Subsidiaies
which ae convertible into, or exchcflgeal:lle for, equity securities of the Guacfltor or such Subsidiay,
including cfly securities issued by cfly of such Perrons which a-e pl edged to secure cfly obi igati on of cfly
holder to purchase equity securities of the Gua-cfltor or cflY of itsSubsidia-ies.
" ERIS!\" means the Employee Retirement Income Security Act of 1974, as anended, or eny
successor statute.
" ERIS!\ Group" means each of the Loan Pa-ties cfld all members of a controlled group of
corporations cfld all trades or businesses (whether or not incorporated) under common control which,
together with ea::h of the Loan Pa-ties, aetrea:ed as a single employer under Section 414(b) or (c) of the
Internal Revenue Code.
" Euro-Doll a Borrowing" means a Borrowing comprised of Euro-Doll a Loans.
" Euro-Doll a Loan" means a Loan in respect of which interest is computed on the basis of the
Adjusted London lnterbcflk Offered Rae pursua,t to the ,:pplicct>le Borrowing Request or Notice of
Conversion/Continuation.
"Euro-Doi la Resave Percenta;:ie" of the Lender for the Interest Period of cfly Euro-Doi la- Loa,
memsthemaximum percentcgein effect on such day, (i) aspreocribed by the Board of Governors of the
Federal Reserve System (or cflY successor) for detarnining the resave requirements (induding
supplemental , ma-ginal cfld emergency resave requirements) with respect to eurocurrency funding
(currently referred to as " Eurocurrency Lia:iilities''); and (ii) to be maintained by the Lender as required
4

“Debtor Relief Laws” means the Bankruptcy Code of the United States of America, and all other liquidation, conservatorship, bankruptcy, assignment for the benefit of creditors, moratorium, rearrangement, receivership, insolvency, reorganization, or similar debtor relief Laws of the United States or other applicable jurisdictions from time to time in effect. “Default” means any Event of Default or any other condition or event which with the giving of notice or lapse of time or both would, unless cured or waived, become an Event of Default. “Dollars” and the sign “$” means lawful money of the United States of America. “Effective Date” means the date on which the Lender determines that the conditions specified in or pursuant to Section 4.01 have been satisfied. “Environmental Laws” means any and all federal, state and local statutes, laws, regulations, ordinances, rules, judgments, orders, decrees, permits, concessions, grants, franchises, licenses or other written governmental restrictions relating to the environment or to emissions, discharges or releases of pollutants, contaminants, petroleum or petroleum products, chemicals or industrial, toxic or Hazardous Substances or wastes into the environment including, without limitation, ambient air, surface water, ground water, or land, or otherwise relating to the manufacture, processing, distribution, use, treatment, storage, disposal, transport or handling of pollutants, contaminants, petroleum or petroleum products, chemicals or industrial, toxic or Hazardous Substances or wastes. “Environmental Liabilities” means all liabilities (including anticipated compliance costs) in connection with or relating to the business, assets, presently or previously owned, leased or operated property, activities (including, without limitation, off-site disposal) or operations of the Guarantor or any of its Subsidiaries which arise under Environmental Laws. “Equity-Linked Securities” means any securities of the Guarantor or any of its
Subsidiaries which are convertible into, or exchangeable for, equity securities of the Guarantor or such Subsidiary, including any securities issued by any of such Persons which are pledged to secure any obligation of any holder to purchase equity securities of the Guarantor or any of its Subsidiaries. “ERISA” means the Employee Retirement Income Security Act of 1974, as amended, or any successor statute. “ERISA Group” means each of the Loan Parties and all members of a controlled group of corporations and all trades or businesses (whether or not incorporated) under common control which, together with each of the Loan Parties, are treated as a single employer under Section 414(b) or (c) of the Internal Revenue Code. “Euro-Dollar Borrowing” means a Borrowing comprised of Euro-Dollar Loans. “Euro-Dollar Loan” means a Loan in respect of which interest is computed on the basis of the Adjusted London Interbank Offered Rate pursuant to the applicable Borrowing Request or Notice of Conversion/Continuation. “Euro-Dollar Reserve Percentage” of the Lender for the Interest Period of any Euro-Dollar Loan means the maximum percentage in effect on such day, (i) as prescribed by the Board of Governors of the Federal Reserve System (or any successor) for determining the reserve requirements (including supplemental, marginal and emergency reserve requirements) with respect to eurocurrency funding (currently referred to as “Eurocurrency Liabilities”); and (ii) to be maintained by the Lender as required 4

for reserve liquidity, spe;;ial deposit, or simila- purpose by any governmental or moneta-y authority of
any country or political subdivision theroof (induding any central bank), against (A) any category of
lici:>ilities that indudes deposits by reference to which a London Interbank Offered Rcte is to be
determined, or (B) any category of extension of credit or other assets that includes Loa,s or Groups of
Loa,s to which a London Interbank Offered Rcte appl ies. The Adj usted London Interbank Offered Rcte
shal l be adjusted automctical ly on and as of the etfe;;tive dcte of any cha,ge in the Euro-Doll a- Reserve
Percentage.
" Event of Default" has the meaning set forth in Section 7.01 .
" FATCA" means Sections 1471 through 1474 of the Internal Re,,enueCodeasof thedcteof this
Agreement (or any anended or successor version that is substantively comparci:>le a,d not materially
more onerous to comply with), any current or future regulctions or official government interpretations
theroof and any agreements entered into pursuant to Section 1471(b) of the Code, and any fiscal or
regulatory legislction, rules or proctices adopted pursuant to any intergovernmental agreement, trecty or
convention anong governmental aithorities a,d implementing such Sections of the Code.
" Federal Funds Rcte'' means for any day the rate per annum (based on a yf:B' of 360 days and
octual days elapsed and rounded upwa-d, if na::essa-y, to the nf:B'esl 1/100 of 1%) announced by the
Federal Reserve Bank of Ne.v York (or any successor) on such day as being the weighted average of the
rctes on overnight federal funds transoctions a-ranged by federal funds brokers on the pre,,ious trading
day, as computed and announced by such Federal Reserve Bank (or any successor) in substantially the
sa-ne ma,ner as such Federal Reserve Bc11k computes c11d c11nounces the weighted average it refers to as
the "Federal Funds Effecti ve Rate" as of the Effe;;tive Date; provided, if such Federal Reserve Bank (or
its successor) does not c11nounce such rcte on any day, the " Federal Funds Rcie'' for such day shall be the
Federal Funds Rcte for the last day on which such rate wasc11nounced.
" GAA P ' means United States general Iy a::cepted occounti ng pri nci pl es appl ied on a consistent
basis.
" Governmental Authority" means any federal, state or local government, authority, agency,
central bc11k, quasi-governmental authority, court or other body or entity, c11d any a-bitrator with authority
to bind a party at lav.
" Group of Loa,s" means at any time a group of Revolving Loans consisting of (i) all Re,,olving
Loa,s which a-e Base Rate Loa,s at such time or (ii) all Re,,olving Loa,s which a-e Euro-Doll a- Loa,s
of the sane Type having the sane Interest Period ct such time; provided, that, if a Loa, of any particulaLender is converted to or made as a Base Rate Loa, pursuant to Sections2.13 or 2.17, such Loa, shal l be
included in the sane Group or Groups of Loa,s from time to time as it would have been in if it had not
been so converted or made.
" Gua-c11tee'' of or by any Person IT1€ETIS a,y obi i gation, contingent or otherwise, of such Person
gua-anteeing or having the e;;onomic effe;;t of gua-a,teeing a,y Debt of any other Person (the "prima-y
obligor") in any manner, whether directly or indirectly, and induding any obligation of such Person, dire;;t
or indire;;t, (i) to purchase or pay (or advaice or supply funds for the purchase or payment of) such Debt
or to purchase (or to advaice or supply funds for the purchase of) c11y security for payment of such Debt,
(ii) to purchase or Iease property, securities or services for the purpose of assuring the owner of such Debt
of the payment of such Debt or (i ii) to maintain working capital , a:iuity capital or c11y other f inancial
statement condition or liquidity of the prima-y obl igor so as to enci:>le the prima-y obligor to pay such
Debt; provided, howe,,er, thct the term Gua-anteeshall not indudeendorsements for colle;;tion or deposit
in the ordi nay course of business.
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for reserve liquidity, special deposit, or similar purpose by any governmental or monetary authority of any country or political subdivision thereof (including any central bank), against (A) any category of liabilities that includes deposits by reference to which a London Interbank Offered Rate is to be determined, or (B) any category of extension of credit or other assets that includes Loans or Groups of Loans to which a London Interbank Offered Rate applies. The Adjusted London Interbank Offered Rate shall be adjusted automatically on and as of the effective date of any change in the Euro-Dollar Reserve Percentage. “Event of Default” has the meaning set forth in Section 7.01. “FATCA” means Sections 1471 through 1474 of the Internal Revenue Code as of the date of this Agreement (or any amended or successor version that is substantively comparable and not materially more onerous to comply with), any current or future regulations or official government interpretations thereof and any agreements entered into pursuant to Section 1471(b) of the Code, and any fiscal or regulatory legislation, rules or practices adopted pursuant to any intergovernmental agreement, treaty or convention among governmental authorities and implementing such Sections of the Code. “Federal Funds Rate” means for any day the rate per annum (based on a year of 360 days and actual days elapsed and rounded upward, if necessary, to the nearest 1/100 of 1%) announced by the Federal Reserve Bank of New York (or any successor) on such day as being the weighted average of the rates on overnight federal funds transactions arranged by federal funds brokers on the previous trading day, as computed and announced by such Federal Reserve Bank (or any successor) in substantially the same manner as such Federal Reserve Bank computes and announces the weighted average it refers to as the “Federal Funds Effective Rate” as of the Effective Date; provided, if such Federal
Reserve Bank (or its successor) does not announce such rate on any day, the “Federal Funds Rate” for such day shall be the Federal Funds Rate for the last day on which such rate was announced. “GAAP” means United States generally accepted accounting principles applied on a consistent basis. “Governmental Authority” means any federal, state or local government, authority, agency, central bank, quasi-governmental authority, court or other body or entity, and any arbitrator with authority to bind a party at law. “Group of Loans” means at any time a group of Revolving Loans consisting of (i) all Revolving Loans which are Base Rate Loans at such time or (ii) all Revolving Loans which are Euro-Dollar Loans of the same Type having the same Interest Period at such time; provided, that, if a Loan of any particular Lender is converted to or made as a Base Rate Loan pursuant to Sections 2.13 or 2.17, such Loan shall be included in the same Group or Groups of Loans from time to time as it would have been in if it had not been so converted or made. “Guarantee” of or by any Person means any obligation, contingent or otherwise, of such Person guaranteeing or having the economic effect of guaranteeing any Debt of any other Person (the “primary obligor”) in any manner, whether directly or indirectly, and including any obligation of such Person, direct or indirect, (i) to purchase or pay (or advance or supply funds for the purchase or payment of) such Debt or to purchase (or to advance or supply funds for the purchase of) any security for payment of such Debt, (ii) to purchase or lease property, securities or services for the purpose of assuring the owner of such Debt of the payment of such Debt or (iii) to maintain working capital, equity capital or any other financial statement condition or liquidity of the primary obligor so as to enable the primary obligor to pay such Debt; provided, however, that the term Guarantee shall not include endorsements for collection
or deposit in the ordinary course of business. 5

" Gua-antor" has the meaning set forth in the introductory pa-agrcphhereto.
" Gua-anty" means the gua-anty of the Gua-antor sa forth in ArtidelX .
" Haza-dous Substances" means any toxic, caustic or otherwise hazardous substance, induding
paroleum, its derivatives. by-products aid other hydroca-bons, or any substance having a,y constituent
elanents displaying any of the foregoing cha-a::teristics.
" Hybrid Securities'' means any trust preferred securities, or deferrable interest subordinated debt
with a ma:urity of a: lffist 20 yea-s issua:l by a,y of the Loan Pa-ties, or a,y business trusts, limita:l
l iability companies, limita:l partnerships(or simi la- entities) (i) all of the common e'.:juity, general partner
or si mi Ia- interests of which a-e owna:l (either directly or i ndi rectl y through one or more Whol Iy ONna:l
Subsidia-ies) at all times by the Gua-antor or any of its Subsidia-ies, (ii) tha have been formed for the
purpose of issuing hybrid prEterra:l socuriti es and (iii) substantially all the as5ets of which consist of (A)
subordina:a:l debt of theGua-antor or a Subsidia-y of theGua-antor, as the case may be, and (B) payments
mooe from ti me to ti me on the subordi nata:l debt.
" I ndannitee" has the meaning set forth in Section 8.03(b).
" Interest Pa-iod" means with respect to each Euro-Doi la- Loan, a period cornma,cing on theda:e
of borrowing specifia:l in the cpplicable Borrowing Re'.:juest or on the da:e specifia:l in the cppl icable
Notice of Conversion/Conti nuai on and a,di ng one, two, three or six months thereafter. as the Borrower
may elect in the cpplicable notice; provida:l, that:
any Interest Pa-iod which would otherwise end on a day which is not a Business
(i)
Day shal l, subject to dause (i ii) below, be extenda:l to the next succea:ling Business Day unless
such Business Day fal ls in another calender month, in which case such Interest Pa-iod shall end
on the next pr~i ng Business Day;
any Interest Pa-iod which begins on the last Business Day of a calender month
(ii)
(or on a day for which there is no numerical Iy corresponding day in the cal ender month at the end
of such Interest Pa-iod) shal l, subject to clause (iii) below, end on the last Business Day of a
calender month; and
(iii)

no Interest Pa-iod shall end ctter the Termination Date.

" Interest Rae Protection Agreements'' means any agreement providing for an interest rate swcp,

ccp or coll a-, or any other financial agreement designa:l to protect aga nst fluctuations in interest ra:es.
" Internal Revenue Code'' means the Internal Revenue Code of 1986, as amenda:l, or any
succesror statute.
" Lender" means The Bank of Nova Scotia.
" Letter of Cra:lit" means any letter of credit issued under this Agreement by the Lender on or
after the Effective Dae.
" Letter of Cra:lit Fee'' has the meaning set forth in Section 2.0?(a).
" Letter of Cra:lit Liabilities'' means the sum of (A) theaggregatea-nount that is(or may thereafter
become) ava lablefor draNing under all Latersof Cra:lit outstanding a such time plus (B) the aggregate
unpad anount of all Reimbursement Obligations outstanding ct such time.
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“Guarantor” has the meaning set forth in the introductory paragraph hereto. “Guaranty” means the guaranty of the Guarantor set forth in Article IX. “Hazardous Substances” means any toxic, caustic or otherwise hazardous substance, including petroleum, its derivatives, by-products and other hydrocarbons, or any substance having any constituent elements displaying any of the foregoing characteristics. “Hybrid Securities” means any trust preferred securities, or deferrable interest subordinated debt with a maturity of at least 20 years issued by any of the Loan Parties, or any business trusts, limited liability companies, limited partnerships (or similar entities) (i) all of the common equity, general partner or similar interests of which are owned (either directly or indirectly through one or more Wholly Owned Subsidiaries) at all times by the Guarantor or any of its Subsidiaries, (ii) that have been formed for the purpose of issuing hybrid preferred securities and (iii) substantially all the assets of which consist of (A) subordinated debt of the Guarantor or a Subsidiary of the Guarantor, as the case may be, and (B) payments made from time to time on the subordinated debt. “Indemnitee” has the meaning set forth in Section 8.03(b). “Interest Period” means with respect to each Euro-Dollar Loan, a period commencing on the date of borrowing specified in the applicable Borrowing Request or on the date specified in the applicable Notice of Conversion/Continuation and ending one, two, three or six months thereafter, as the Borrower may elect in the applicable notice; provided, that: (i) any Interest Period which would otherwise end on a day which is not a Business Day shall, subject to clause (iii) below, be extended to the next succeeding Business Day unless such Business Day falls in another calendar month, in which case such Interest Period shall end on the next preceding Business Day; (ii) any Interest Period which begins on the last Business Day of a calendar
month (or on a day for which there is no numerically corresponding day in the calendar month at the end of such Interest Period) shall, subject to clause (iii) below, end on the last Business Day of a calendar month; and (iii) no Interest Period shall end after the Termination Date. “Interest Rate Protection Agreements” means any agreement providing for an interest rate swap, cap or collar, or any other financial agreement designed to protect against fluctuations in interest rates. “Internal Revenue Code” means the Internal Revenue Code of 1986, as amended, or any successor statute. “Lender” means The Bank of Nova Scotia. “Letter of Credit” means any letter of credit issued under this Agreement by the Lender on or after the Effective Date. “Letter of Credit Fee” has the meaning set forth in Section 2.07(a). “Letter of Credit Liabilities” means the sum of (A) the aggregate amount that is (or may thereafter become) available for drawing under all Letters of Credit outstanding at such time plus (B) the aggregate unpaid amount of all Reimbursement Obligations outstanding at such time. 6

" Letter of Crooit Request" has the meaning set forth in SEdion 3.02.
" LI BOR Successor Rae" shall have the meaning specified in SEdion 2.13.
" LI BOR Successor Rae Conforming Cha,ges" shall have the meaning specified in SEdion 2.13.
" Lien" means, with respect to any asset, a,y mortgage, lien, plooge, charge, security interest or
encumbra,oe i ntendoo to confer or having the effe:;t of conferring upon a crooitor a preferential interest.
" Loa," means a Base Rae Loa, or a Euro-Dollar Loa,, and " Loais'' means any combination of
the foregoing.
" Loa, Documents'' means this Agreema,t and the Notes.
" Loa, Pa-ties'' means the Borrower a,d the Guara,tor.
" London lnterba,k Offeroo Rae'' means for any Euro-Dol lar Loa, for a,y Interest Period, the
rae which cl)pea-s on the Bloomberg Pa:;}e BBAM 1 (or on such other substitute Bloombe-g page tha
displays rates a which US dollar deposits are offeroo by lea:ling bmks in the London interba,k deposit
market), or the rae which is quotoo by mother oource 9:lle:;too by the Lender which has been cl)provoo
by the British Bankers' Association as an authorized information vendor for the purpose of displaying
raes at which US dollar deposits are offeroo by lea:ling ba,ks in the London interbmk deposit market
(for purposes of this definition, an "Alternate Source"), at approximately 11 :00 a.m., London ti me, two
(2) Business Days prior to the commencement of such Interest Period as the London interbmk offeroo
raefor Dollars for a, amount comparable to such Euro-Dollar Loa, and having a borrowing dae a,d a
maturity comparable to such Interest Period (or if there shal l at any time, for any reason, no longer exist
a Bloomberg Pa:;}e BBAM 1 (or a,y substitute page) or any Alternate Souroe, a comparable replacement
rae determined by the L01der at such time (which determination shall be conclusive absent mmifest
error)).
" Margin Stock" means "margin stock" as such term is defined in Regulation U.
" Material Adverse Effe:;t" means (i) a,y maerial adverse effe:;t upon the business, assets,
financial condition or operaionsof theGuara,tor or the Guarantor and its Subsidiaries, taken as a whole;
(ii) a material adverseeffe:;t on the ability of the Loa, Pa-ties taken asawholeto perform their obligations
under this Agreement, the Notes or the other Loa, Documents or (iii) a material adverse effe:;t on the
val idity or enforceabi Ii ty of this Agreement, the Notes or a,y of the other Loa, Documents.
"Maerial Debt" means Debt (other than the Notes) of a,y Loa, Pa-ty in a principal or fa::e
amount exceooi ng $50,000,000.
"Maerial Plan" means at any time a Plan or Plans having aggregate Unfunda:J Liabilities in
excess of $50,000,000. For the avoida,oeof doubt, wherea,y two or more Pla,s, which individually do
not have Unfundoo Liabilities in excess of $50,000,000, but collroively have aggregate Unfundoo
Liabil itiesinexoessof $50,000,000, all raer01cesto Material Pia, shall bedeemoo to cl)ply tosuchPlms
as a group.
"Maerial Subsidiary" means each Subsidiary of the Guara,tor listoo on Sche:iule 5.14 and a:x::h
other Subsidiary of the Guara,tor desgnaoo by the Guarantor as a "Maerial Subsidiary" in writing to
the Lender, in either case, for so long as such Material Subsidiary shall be a Wholly 0.Vnoo Subsidiary
of the Guara,tor.
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“Letter of Credit Request” has the meaning set forth in Section 3.02. “LIBOR Successor Rate” shall have the meaning specified in Section 2.13. “LIBOR Successor Rate Conforming Changes” shall have the meaning specified in Section 2.13. “Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security interest or encumbrance intended to confer or having the effect of conferring upon a creditor a preferential interest. “Loan” means a Base Rate Loan or a Euro-Dollar Loan, and “Loans” means any combination of the foregoing. “Loan Documents” means this Agreement and the Notes. “Loan Parties” means the Borrower and the Guarantor. “London Interbank Offered Rate” means for any Euro-Dollar Loan for any Interest Period, the rate which appears on the Bloomberg Page BBAM1 (or on such other substitute Bloomberg page that displays rates at which US dollar deposits are offered by leading banks in the London interbank deposit market), or the rate which is quoted by another source selected by the Lender which has been approved by the British Bankers’ Association as an authorized information vendor for the purpose of displaying rates at which US dollar deposits are offered by leading banks in the London interbank deposit market (for purposes of this definition, an “Alternate Source”), at approximately 11:00 a.m., London time, two (2) Business Days prior to the commencement of such Interest Period as the London interbank offered rate for Dollars for an amount comparable to such Euro-Dollar Loan and having a borrowing date and a maturity comparable to such Interest Period (or if there shall at any time, for any reason, no longer exist a Bloomberg Page BBAM1 (or any substitute page) or any Alternate Source, a comparable replacement rate determined by the Lender at such time (which determination shall be conclusive absent manifest error)). “Margin Stock” means “margin stock” as such term is defined in Regulation
U. “Material Adverse Effect” means (i) any material adverse effect upon the business, assets, financial condition or operations of the Guarantor or the Guarantor and its Subsidiaries, taken as a whole; (ii) a material adverse effect on the ability of the Loan Parties taken as a whole to perform their obligations under this Agreement, the Notes or the other Loan Documents or (iii) a material adverse effect on the validity or enforceability of this Agreement, the Notes or any of the other Loan Documents. “Material Debt” means Debt (other than the Notes) of any Loan Party in a principal or face amount exceeding $50,000,000. “Material Plan” means at any time a Plan or Plans having aggregate Unfunded Liabilities in excess of $50,000,000. For the avoidance of doubt, where any two or more Plans, which individually do not have Unfunded Liabilities in excess of $50,000,000, but collectively have aggregate Unfunded Liabilities in excess of $50,000,000, all references to Material Plan shall be deemed to apply to such Plans as a group. “Material Subsidiary” means each Subsidiary of the Guarantor listed on Schedule 5.14 and each other Subsidiary of the Guarantor designated by the Guarantor as a “Material Subsidiary” in writing to the Lender, in either case, for so long as such Material Subsidiary shall be a Wholly Owned Subsidiary of the Guarantor. 7

" Maximum Fa::ility Amount" means $50,000,000.
"Moody's" means M oody's Investors Service, Inc., a D elaware corporation, a,d its successors
or, a:isent a,y such successor, such naionally recognized statistical raing orga,izciion as the Borrower
aid the Lender may sela::t.
" Multierrployer Pia," means at any time an employee pension benefit pla, within the meening
of Soction 4001(a)(3) of ERISA. to which a,y member of the ERISA. Group is then m.i<ing or a::cruing
a, obi i gati on to m.i<e contributions or has w ithin the preceding five pl a, years made contributions.
" Note" means a promissory note, substa,tially in the form of Exhibit B hereto, iS5Ued at the re;:iuest
of the Lender evidencing the obi i gati on of the Borrower to repay outsta,di ng Revolving L oa,s.
" Notice of Conversion/Continuation" has the meaning set forth in Soction 2.06(d)(i i).
" Obliga ions" means:
(i)
all principal of a,d interest (including, without limitaion, a,y interest which
a::crues citer the commencement of a,y case, proceeding or other a::tion relaing to the
ba,kruptcy, inrolvency or rrorga,ization of the Borrower, whether or not allowed or allowa:ile
as a claim in a,y such proceeding) on a,y Loa,, fees paya:ile or Reimbursanent Obligaion
under, or a,y Note issued pursua,t to, this Agreement or a,y other Loa, Document;
all other amounts now or hereafter paya:ile by the Borrower a,d all other
(ii)
obligations or lia:iilities now existing or hereafter a isi ng or incurred (including, without
limitation, a,y amounts which a::crue after the commencement of a,y case, proceeding or other
a::tion relating to the ba,kruptcy, inrolvency or rrorga,izaion of the Borrower, whether or not
allowed or al lowa:ile as a claim in a,y such proceeding) on the part of the Borrower pursua,t to
this Agreement or a,y other Loa, Document;
all expenses of the Lender as to which the Lender has a right to reimbursanent
(iii)
under Soction 8.03(a) herrof or under a,y other simila- provision of a,y other Loa, Document;
(iv)
all amounts paid by a,y lndemniteeastowhich such lndemniteehasthe right to
reimbursanent under Soction 8.03 herrof or under a,y other similar provision of a,y other Loa,
Document; and
(v)
in the case of ea::h of clauses (i) through (iv) above, together with all rene,vals,
modifications, conrol i dati ons or extensions therrof.
" OFAC" means the U .S. Department of the Treasury's Office of Foreign Assets Control.
" Optional Adjustment" shall havethemeening set forth in Soction 2.18.
" Other Conna::tion Taxes'' means, with respect to any Lender, Taxes imposed as a result of a
presa,t or former conna::tion between such Lender a,d the j urisdiction imposing such Tax (other than
conna::tions a-ising rolely from such Lender having exocuted, delivered, become a party to, performed its
obligations under, received payments under, received or perfa::ted a security interest under, engaged in
a,y other tra,saction pursua,t to or enforced any Loa, Document, or rold or assigned a, interest in a,y
Loa, or Loa, document).
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“Maximum Facility Amount” means $50,000,000. “Moody’s” means Moody’s Investors Service, Inc., a Delaware corporation, and its successors or, absent any such successor, such nationally recognized statistical rating organization as the Borrower and the Lender may select. “Multiemployer Plan” means at any time an employee pension benefit plan within the meaning of Section 4001(a)(3) of ERISA to which any member of the ERISA Group is then making or accruing an obligation to make contributions or has within the preceding five plan years made contributions. “Note” means a promissory note, substantially in the form of Exhibit B hereto, issued at the request of the Lender evidencing the obligation of the Borrower to repay outstanding Revolving Loans. “Notice of Conversion/Continuation” has the meaning set forth in Section 2.06(d)(ii). “Obligations” means: (i) all principal of and interest (including, without limitation, any interest which accrues after the commencement of any case, proceeding or other action relating to the bankruptcy, insolvency or reorganization of the Borrower, whether or not allowed or allowable as a claim in any such proceeding) on any Loan, fees payable or Reimbursement Obligation under, or any Note issued pursuant to, this Agreement or any other Loan Document; (ii) all other amounts now or hereafter payable by the Borrower and all other obligations or liabilities now existing or hereafter arising or incurred (including, without limitation, any amounts which accrue after the commencement of any case, proceeding or other action relating to the bankruptcy, insolvency or reorganization of the Borrower, whether or not allowed or allowable as a claim in any such proceeding) on the part of the Borrower pursuant to this Agreement or any other Loan Document; (iii) all expenses of the Lender as to which the Lender has a right to reimbursement under Section 8.03(a) hereof or under any other similar provision of any other
Loan Document; (iv) all amounts paid by any Indemnitee as to which such Indemnitee has the right to reimbursement under Section 8.03 hereof or under any other similar provision of any other Loan Document; and (v) in the case of each of clauses (i) through (iv) above, together with all renewals, modifications, consolidations or extensions thereof. “OFAC” means the U.S. Department of the Treasury’s Office of Foreign Assets Control. “Optional Adjustment” shall have the meaning set forth in Section 2.18. “Other Connection Taxes” means, with respect to any Lender, Taxes imposed as a result of a present or former connection between such Lender and the jurisdiction imposing such Tax (other than connections arising solely from such Lender having executed, delivered, become a party to, performed its obligations under, received payments under, received or perfected a security interest under, engaged in any other transaction pursuant to or enforced any Loan Document, or sold or assigned an interest in any Loan or Loan document). 8

"Other Taxes" has the meaning set forth in Section 2.16(b).
"PBGC" means the Pension Benefit Guaranty Corporation or any entity succeeding to any or
all of itsfunctionsunder ERIS/\.
" Permitta:l Business" with respect to any Perron mea,s a business that is the same or similar to
the business of the Guarantor or any Subsidiary of the Guarantor asof the Effective Dae, or any business
reaooncbl y rel ata:l then:to.
" Perron" means an individual, a corporaion, a partnership, an asoociation, a limita:l licbility
corrpany, a trust or an unincorporaa:l asoociation or any other entity or organization, induding a
government or political subdivision or an agency or instrumentality theroof.

"Aan" means at any time an employee pension benefit plan (induding a Multiernployer Aan)
which is covera:l by Ti tie IV of ERi SA. or subject to the mini mum funding standards under Section 412
of the Internal Revenue Code and either (i) ismantaina:l, or contributa:l to, by any member of the ERIS/\
Group for employees of any member of the ERIS/\ Group or (ii) has at any time within theproce:lingfive
yea-sbeen maintaina:l, or contributa:l to, by any Perron which was a such time a member of the ERIS/\
Group for employees of any Perron which was at such ti me a member of the ERi SA. Group.
"Prime Rae" means the interest rate per annum announce::l from ti me to ti me by the Lender at
the main banking office of the Lender in New York, New York as its then prime rate, which raemay not
be the lowest or most favorcble rate then being charga:l commercial borrowers or others by the Lender.
Any change in the Prime Rae shall take Effect a the opening of business on the day such change is
announce::l.
"Public Reporting Company" means a company subject to the periodic reporting requirements of
the Securities and Exchange Act of 1934.
" Principa Obligations" means the sum of the aggregate outstanding principa amount of the

Loans.
" Quarterly Dae" means the last Business Day of each of March, .lme, ~tember and December.
" Rating Agency" means S& P or Moody's, and "Rating Agencies" means both of them.
" Register" has the meaning set forth in Section 8.05(b).
" Regulation U" means Regulation U of the Board of Governors of the Fa:leral Reserve System,
as anenda:l, or any succesoor regulaion.
" Regulation X" means Regulaion X of the Board of Governors of the Fa:leral Reserve System,
as anenda:l, or any succesoor regulction.
" Reimbursement Obligations" means at any time all obligations of the Borrower to reimburse the
Lender pursuant to Section 3.05 for cfTIOUnts paid by the Lender in respect of draNings under Letters of
Cra:lit.
" Relata:l Parties'' means, with respect to any Perron, such Perron's Affil iates and the partna-s,
di rectors, officers, employees, trustees, admi ni straors, managers, agents, representai ves and advi rors of
such Perron and of such Person's Affiliaes.
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“Other Taxes” has the meaning set forth in Section 2.16(b). “PBGC” means the Pension Benefit Guaranty Corporation or any entity succeeding to any or all of its functions under ERISA. “Permitted Business” with respect to any Person means a business that is the same or similar to the business of the Guarantor or any Subsidiary of the Guarantor as of the Effective Date, or any business reasonably related thereto. “Person” means an individual, a corporation, a partnership, an association, a limited liability company, a trust or an unincorporated association or any other entity or organization, including a government or political subdivision or an agency or instrumentality thereof. “Plan” means at any time an employee pension benefit plan (including a Multiemployer Plan) which is covered by Title IV of ERISA or subject to the minimum funding standards under Section 412 of the Internal Revenue Code and either (i) is maintained, or contributed to, by any member of the ERISA Group for employees of any member of the ERISA Group or (ii) has at any time within the preceding five years been maintained, or contributed to, by any Person which was at such time a member of the ERISA Group for employees of any Person which was at such time a member of the ERISA Group. “Prime Rate” means the interest rate per annum announced from time to time by the Lender at the main banking office of the Lender in New York, New York as its then prime rate, which rate may not be the lowest or most favorable rate then being charged commercial borrowers or others by the Lender. Any change in the Prime Rate shall take effect at the opening of business on the day such change is announced. “Public Reporting Company” means a company subject to the periodic reporting requirements of the Securities and Exchange Act of 1934. “Principal Obligations” means the sum of the aggregate outstanding principal amount of the Loans. “Quarterly Date” means the last
Business Day of each of March, June, September and December. “Rating Agency” means S&P or Moody’s, and “Rating Agencies” means both of them. “Register” has the meaning set forth in Section 8.05(b). “Regulation U” means Regulation U of the Board of Governors of the Federal Reserve System, as amended, or any successor regulation. “Regulation X” means Regulation X of the Board of Governors of the Federal Reserve System, as amended, or any successor regulation. “Reimbursement Obligations” means at any time all obligations of the Borrower to reimburse the Lender pursuant to Section 3.05 for amounts paid by the Lender in respect of drawings under Letters of Credit. “Related Parties” means, with respect to any Person, such Person’s Affiliates and the partners, directors, officers, employees, trustees, administrators, managers, agents, representatives and advisors of such Person and of such Person’s Affiliates. 9

" Re,,olvinq" means, when used with respect to (i) a Borrowing, a Borrowing mooe by the
Borrower under Serlion 2.02, as identifioo in the Borrowing Ra:iuest with re:pEd thereto, and (ii) a Loan,
a Loan made under Serlion 3.01; providoo, that, if any such loan or loans (or portions thereof) ere
combinoo or subdividoo pursuant to a Notice of Conversion/Continuation, the term "Re,,olving Loan"
shall refer to the combinoo principal a-nount res.ilting from such combination or to each of the ~a-ate
principal a-nounts res.ii ting from such subdivision, as the case may be.
" Re,,olving Outstandings" means at any time, with respect to the Lender, the sum of (i) the
aggregate principal amount of the Lender's outstanding Re,,olvi ng Loans pl us (ii) the aggr~ae a-nount
of the Lender's Letter of Crooit Lial:>ilities.
" Re,,ol vi nq Outstandi nqs Excess" has the meaning set forth in Serli on 2.08.
"S&P' means Standard & Poor's Ratings Group, a division of McGraw Hill, Inc., a New York
corporation, and its successors or, al:>sent any such successor, such nati ona Iy recogni zoo statistical rating
organization as the Borrower and the Lender may sel Ed.

" Sa-tctionoo Country" means a country or territory that is, or whose government is, the subject of
comprehensive territorial Sa-tctions(currently, Cuba, Iran, North Kore:i, Sudan, and Syria).
" Sa-tctionoo Person" means a Person that is, or is owned or controlled by Persons that are, (i) the
subj Ed of any Sa-tctions, or (ii) locatoo, organizoo or resident in a Sa-tctionoo Country.
" Sa-tctions" mea,sscrictionsadministeroo or enforcoo by OFAC, the U.S. State Dspartment, the
Europea, Union, any Europea, Union member stae, Her M~esty's Treasury of the Unitoo Kingdom or
any other ~pl i cal:>I e sanctions authority.
" Schoouloo Unavailal:>ility Date" shall have the meaning specified in Serlion 2.13.
" SEC" means the Securities and Exchange Commission.
" Subsidia-y" of a Person means any Corporation, a m~ority of the outstanding Voting Stock of
which isownoo, di redly or indirEdly, by such Perron or one or moreSubsidia-iesof such Perron. Unless
otherwise specified, all references herein to a " Subsidiary" or to " Subsidia-ies" shall refer to a Subsidiary
or Subsi di a-i es of the Borrower.
"Synthetic Lease'' means any synthetic lease, tax retention operating lease, off-balance sheet loan
or simila- off-balance sheet financing product where such transoction is consideroo borrowoo mone-,,
i ndebtooness for tax purposes but is d assi fi oo as an operating Iease in accordance with GAA P.
"Taxes'' bas the meaning set forth in Serlion 2.16(a).
"Termination Date" means Ma-ch 10, 2021.
"~", when used in respect of any Loan or Borrowing, shall refer to the rate by reference to
which interest on such Loan or on the Loans comprising such Borrowing isdeterminoo.
" Unfundoo Lial:>ilities'' means, with respect to any Ran at any time, the a-nount (if any) by which
(i) the value of all benefit lial:>ilities under such Ran, determinoo on a plan terminaion basis using the
assumptions pres::riboo by the FBGC for purposes of Serli on 4044 of ERi SI\, exceoos (ii) the fair ma-ket
value of all Ran assets allocal:>le to such lial:>ilities under Title IV of ERIS!\ (exduding any accruoo but
unpaid contributions), all determinoo as of the then most recent valuaion date for such Ran, but only to
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“Revolving” means, when used with respect to (i) a Borrowing, a Borrowing made by the Borrower under Section 2.02, as identified in the Borrowing Request with respect thereto, and (ii) a Loan, a Loan made under Section 3.01; provided, that, if any such loan or loans (or portions thereof) are combined or subdivided pursuant to a Notice of Conversion/Continuation, the term “Revolving Loan” shall refer to the combined principal amount resulting from such combination or to each of the separate principal amounts resulting from such subdivision, as the case may be. “Revolving Outstandings” means at any time, with respect to the Lender, the sum of (i) the aggregate principal amount of the Lender’s outstanding Revolving Loans plus (ii) the aggregate amount of the Lender’s Letter of Credit Liabilities. “Revolving Outstandings Excess” has the meaning set forth in Section 2.08. “S&P” means Standard & Poor’s Ratings Group, a division of McGraw Hill, Inc., a New York corporation, and its successors or, absent any such successor, such nationally recognized statistical rating organization as the Borrower and the Lender may select. “Sanctioned Country” means a country or territory that is, or whose government is, the subject of comprehensive territorial Sanctions (currently, Cuba, Iran, North Korea, Sudan, and Syria). “Sanctioned Person” means a Person that is, or is owned or controlled by Persons that are, (i) the subject of any Sanctions, or (ii) located, organized or resident in a Sanctioned Country. “Sanctions” means sanctions administered or enforced by OFAC, the U.S. State Department, the European Union, any European Union member state, Her Majesty's Treasury of the United Kingdom or any other applicable sanctions authority. “Scheduled Unavailability Date” shall have the meaning specified in Section 2.13. “SEC” means the Securities and Exchange Commission. “Subsidiary” of a Person means any Corporation, a majority of the outstanding
Voting Stock of which is owned, directly or indirectly, by such Person or one or more Subsidiaries of such Person. Unless otherwise specified, all references herein to a “Subsidiary” or to “Subsidiaries” shall refer to a Subsidiary or Subsidiaries of the Borrower. “Synthetic Lease” means any synthetic lease, tax retention operating lease, off-balance sheet loan or similar off-balance sheet financing product where such transaction is considered borrowed money indebtedness for tax purposes but is classified as an operating lease in accordance with GAAP. “Taxes” has the meaning set forth in Section 2.16(a). “Termination Date” means March 10, 2021. “Type”, when used in respect of any Loan or Borrowing, shall refer to the rate by reference to which interest on such Loan or on the Loans comprising such Borrowing is determined. “Unfunded Liabilities” means, with respect to any Plan at any time, the amount (if any) by which (i) the value of all benefit liabilities under such Plan, determined on a plan termination basis using the assumptions prescribed by the PBGC for purposes of Section 4044 of ERISA, exceeds (ii) the fair market value of all Plan assets allocable to such liabilities under Title IV of ERISA (excluding any accrued but unpaid contributions), all determined as of the then most recent valuation date for such Plan, but only to 10

the extent that such excess re:presents a potenti a Ii cbi Ii ty of a member of the ERi &\ Group to the PBGC
or ar,y other Peroon under Title IV of ERi&\.
" United States'' mear,s the United Staes of America, induding the Staes and the District of
Columbia, but exd udi ng its territories ar,d possessions.
"Voting Stock" means stock (or other interests) of a Corporation having ordinary voting power
for the election of directors, mar,agersor trustees thereof, whether a al times or only oo long asno senior
d ass of stock has such voting power by reaoon of ar,y contingency.
"Wholly O.Vned SUbsidiary" means, with respect to any Peroon a ar,y date, ar,y SUbsidiary of
such Peroon al of the Voting Stock of which (except. directors' qualifying shares) is at the time directly
or indirectly owned by such Peroon.

Soction 1.02 Divisions. For al purposes under the Loa, Documents, pursuar,t to ar,y statutory
division or plar, of division under Del ware law, induding astautory division pursuar,t to Soction 18-217
of the Delwarelimited Licbility Compar,y Act (or any comparcbleevent under a different state's lws):
(a) if ar,y asset, right, obligaion or licbility of ar,y Peroon be::omestheasset, right, obl igation or licbility
of one or more different Peroons, then such asset, right, obligation or licbility shal be deemed to have
been trar,&erred from the origina Peroon to the subsequent Peroon(s) on the date such division be::omes
effa::tive, ar,d (b) if ar,y neN Peroon comes into existence, such neN Peroon shal be deemed to have been
orgar,i zed on the first date of its existence by the holders of its equity interests on the dae such division
be::omes effa::tive.
ARTI CLE II
T HE CREDITS
Section 2.01 Reserved.
Soction 2.02 Revolving Loa,s. SUbject to the terms ar,d conditions herein sa forth, on ar,y
Business Day during the Avalcbility Period, the Lender may, in its sole discretion, ma<e Loa,s to the
Borrower in ar, ~gregate principa c1110unt at ar,y one time outstar,ding up to the Maximum Focility
Amount less the sum of a l outstar,ding Letter of Credit Licbilities; provided that, a ter ma<ing ar,y such
Loa,s the Principa Obligations shal not exceed the Aval role Loa, Amount. SUbject to the foregoing
Ii mi tai on ar,d the other terms and conditions hereof, the Borrower may borrow, re:pay without pena ty or
premium, ar,d re-borrow hereunder, during theAva lcbility Period.
Soction 2.03 Borrowing Requests. The Lender ~rees, on thetermsar,d conditionssa forth in
this Agreement, to consider requests for Borrowings from the Borrower. The Borrower shal give the
Lender notice which notice may be in writing or by tele:phone immediaely confirmed in writing
substar,tia ly in the form of Exhibit A-1 hereto (a " Borrowing Request", it being understood that the
Lender may rely on the authority of ar,y individua making ar,y such a tele:phonic request without the
necessity of receipt of such written confirmation) not Icier thar, (a) 11:30A.M. (Ne.v York time) on the
date of eoch Base Rate Borrowing ar,d (b) 12:00 Noon (Ne.v York, Ne.v York time) on the third Business
Day (or, oolely with r~ect to ar,y Euro-Dollar Borrowing to bemooeon the first Business Day ater the
Effective Dae, one Business Day) before eoch Euro-Doi lar Borrowing, ~Erifying:
(i)

thedaeof such Borrowing, which shal bea Business Day;

(ii)

the~gregatearnount of such Borrowing;
11

the extent that such excess represents a potential liability of a member of the ERISA Group to the PBGC or any other Person under Title IV of ERISA. “United States” means the United States of America, including the States and the District of Columbia, but excluding its territories and possessions. “Voting Stock” means stock (or other interests) of a Corporation having ordinary voting power for the election of directors, managers or trustees thereof, whether at all times or only so long as no senior class of stock has such voting power by reason of any contingency. “Wholly Owned Subsidiary” means, with respect to any Person at any date, any Subsidiary of such Person all of the Voting Stock of which (except directors’ qualifying shares) is at the time directly or indirectly owned by such Person. Section 1.02 Divisions. For all purposes under the Loan Documents, pursuant to any statutory division or plan of division under Delaware law, including a statutory division pursuant to Section 18-217 of the Delaware Limited Liability Company Act (or any comparable event under a different state’s laws): (a) if any asset, right, obligation or liability of any Person becomes the asset, right, obligation or liability of one or more different Persons, then such asset, right, obligation or liability shall be deemed to have been transferred from the original Person to the subsequent Person(s) on the date such division becomes effective, and (b) if any new Person comes into existence, such new Person shall be deemed to have been organized on the first date of its existence by the holders of its equity interests on the date such division becomes effective. ARTICLE II THE CREDITS Section 2.01 Reserved. Section 2.02 Revolving Loans. Subject to the terms and conditions herein set forth, on any Business Day during the Availability Period, the Lender may, in its sole discretion, make Loans to the Borrower in an aggregate principal amount at any one time outstanding up to the
Maximum Facility Amount less the sum of all outstanding Letter of Credit Liabilities; provided that, after making any such Loans the Principal Obligations shall not exceed the Available Loan Amount. Subject to the foregoing limitation and the other terms and conditions hereof, the Borrower may borrow, repay without penalty or premium, and re-borrow hereunder, during the Availability Period. Section 2.03 Borrowing Requests. The Lender agrees, on the terms and conditions set forth in this Agreement, to consider requests for Borrowings from the Borrower. The Borrower shall give the Lender notice which notice may be in writing or by telephone immediately confirmed in writing substantially in the form of Exhibit A-1 hereto (a “Borrowing Request”, it being understood that the Lender may rely on the authority of any individual making any such a telephonic request without the necessity of receipt of such written confirmation) not later than (a) 11:30 A.M. (New York time) on the date of each Base Rate Borrowing and (b) 12:00 Noon (New York, New York time) on the third Business Day (or, solely with respect to any Euro-Dollar Borrowing to be made on the first Business Day after the Effective Date, one Business Day) before each Euro-Dollar Borrowing, specifying: (i) the date of such Borrowing, which shall be a Business Day; (ii) the aggregate amount of such Borrowing; 11

(iii)

theinitia Type of the Loa,scomprising such Borrowing; md

(iv)
in the case of a Euro-Dollar Borrowing, the duration of theinitia lnta-est Period
cl)plicable tha-eto, subject to the provisions of the definition of Interest Period.
Notwi thstmdi ng the foregoing, no more thm six (6) Groups of Euro-Doi Iar L oa,s sha I be outstmdi ng
at my onetime, md my Lomswhich would exc.ero such limitation shal be made as BaseRcteL0a1s.
Section 2.04
Funding of RENolvinq Loa,s. Not lcta- tha, (a) 1:00 P.M . (Ne,v York, Ne,v York
time) on thedaeof eoch Base Rae Borrowing and (b) 12:00 Noon (Ne,v York, Ne,v York time) on thedae
of eoch Euro- Dollar Borrowing, the Lerida- shal makeavailablesuch Borrowing, in Fe:lera or other funds
imme:liaely available in Ne,v York, Ne,v York to the Borrower.
Section2.05

NotelessAgreernerit: Evidericeof lndebte:lness.

(a)
The Lender sha I maintain in a::cordmce wi th its usua practice a, account or accounts
eVidericing the indebte:lnessof the Borrowa- to the Lerider rESJlting from eoch Loa, made by the Leridafrom ti me to ti me, including the amounts of pri nci pa a,d interest payable md paid to the Lender from
ti me to ti me hereunder.
(b)
The Lender shal aso maintain accounts in which it will record (i) the amount of eoch
Loa, made ha-eunder, the Type theroof and the lnta-est Period with re:pect thereto, (ii) the amount
of my pri nci pa or interest due md payable or to become due and payable from the Borrower to the L erider
hereunder md (iii) the amount of my sum ra::eive:l by the Lender hereunder from the Borrower.
(c)
The eritries maintaine:l in the accounts maintaine:l pursumt to subsections (a) md (b)
above shal be prima focie eViderice of the existerice md amounts of the Obligaions therein recorde:l;
provide:l, howeVer, that the failure of the Lerider to maintain such accounts or my error therein shal not
in a,y manner affect the obl iged.ion of the Borrower to rE:pay the Obl igations in accordmce with their
terms.
(d)
The Lender mey request tha its Loa,s be ENidence:l by a Note. In such eVent, the
Borrower shal prE:pare, exoo.Jte and del iver to the Lender a Note payable to the order of the Lender.
Thereetter, the LomsENidence:l by such Notemd inta-est tha-oon shal at al times be rE:preserite:l by one
or more Notes payable to the orda- of the payee name:l tha-ein, exCE:pt to the extent that my the Lerider
subsequentIy returns my such Note for cmcel Iati on and requests that such L oa,s once again be ENi dence:l
as descri be:l in subsections (a) md (b) above.
Section 2.06

lnta-est Raes.

Interest Rae Options. The Loans sha I , at the option of the Borrower and exCE:pt as
(a)
otherwise provi de:l herein, be i ncurre:l aid mai ntai ne:l as, or converte:l into, one or more Base Rae L oa,s
or Euro-Dollar Loa,s.
(b)

Base Rate L0a1s. Each Loa, which is made as, or converte:l into, a Base Rate Loa, sha l

bear interest on the outstanding principa amount theroof, for eoch day from the date such Loa, is made

as, or converte:l into, a Base Rae Loa, unti I it becomes due or is converte:l into a Loa, of a,y other Type,
at a rcte pa- annum equa to the sum of the Base Rae for such day plus the Appl icable Percentage for
Base Rate Loms for such day. Such inta-est shal , in eoch case, be payable quarterly in arrea-s on eoch
Quarterly Date md, with re:pect to the principa amount of any Base Rate Loa, converte:l to a EuroDol lar Loa,, onthedaesuch Base Rate Loa, issoconverte:l. Any overdueprincipa of or interest beyond
12

(iii) the initial Type of the Loans comprising such Borrowing; and (iv) in the case of a Euro-Dollar Borrowing, the duration of the initial Interest Period applicable thereto, subject to the provisions of the definition of Interest Period. Notwithstanding the foregoing, no more than six (6) Groups of Euro-Dollar Loans shall be outstanding at any one time, and any Loans which would exceed such limitation shall be made as Base Rate Loans. Section 2.04 Funding of Revolving Loans. Not later than (a) 1:00 P.M. (New York, New York time) on the date of each Base Rate Borrowing and (b) 12:00 Noon (New York, New York time) on the date of each Euro- Dollar Borrowing, the Lender shall make available such Borrowing, in Federal or other funds immediately available in New York, New York to the Borrower. Section 2.05 Noteless Agreement; Evidence of Indebtedness. (a) The Lender shall maintain in accordance with its usual practice an account or accounts evidencing the indebtedness of the Borrower to the Lender resulting from each Loan made by the Lender from time to time, including the amounts of principal and interest payable and paid to the Lender from time to time hereunder. (b) The Lender shall also maintain accounts in which it will record (i) the amount of each Loan made hereunder, the Type thereof and the Interest Period with respect thereto, (ii) the amount of any principal or interest due and payable or to become due and payable from the Borrower to the Lender hereunder and (iii) the amount of any sum received by the Lender hereunder from the Borrower. (c) The entries maintained in the accounts maintained pursuant to subsections (a) and (b) above shall be prima facie evidence of the existence and amounts of the Obligations therein recorded; provided, however, that the failure of the Lender to maintain such accounts or any error therein shall not in any manner affect the obligation of the Borrower to repay the Obligations in accordance
with their terms. (d) The Lender may request that its Loans be evidenced by a Note. In such event, the Borrower shall prepare, execute and deliver to the Lender a Note payable to the order of the Lender. Thereafter, the Loans evidenced by such Note and interest thereon shall at all times be represented by one or more Notes payable to the order of the payee named therein, except to the extent that any the Lender subsequently returns any such Note for cancellation and requests that such Loans once again be evidenced as described in subsections (a) and (b) above. Section 2.06 Interest Rates. (a) Interest Rate Options. The Loans shall, at the option of the Borrower and except as otherwise provided herein, be incurred and maintained as, or converted into, one or more Base Rate Loans or Euro-Dollar Loans. (b) Base Rate Loans. Each Loan which is made as, or converted into, a Base Rate Loan shall bear interest on the outstanding principal amount thereof, for each day from the date such Loan is made as, or converted into, a Base Rate Loan until it becomes due or is converted into a Loan of any other Type, at a rate per annum equal to the sum of the Base Rate for such day plus the Applicable Percentage for Base Rate Loans for such day. Such interest shall, in each case, be payable quarterly in arrears on each Quarterly Date and, with respect to the principal amount of any Base Rate Loan converted to a Euro- Dollar Loan, on the date such Base Rate Loan is so converted. Any overdue principal of or interest beyond 12

aiy period of gra::e conte-nplated in Section 7.01(b) on aiy Base Rae Loai shall bea- interest, payal:>le
on de-naid, for ea::h day until paid ct a rate per ainum a::iual to the sum of 2% plus the rate otherwise
applicable to Base Rae Loaisfor such day.
(c)
Euro-Dollar Loais. Each Euro-Dol lar Loai shall bea- interest on the outstanding
principal amount thereof, for ea::h day during the Interest Period applicable thereto, at a rate per ainum
a::iual to the sum of the Adj usted London lnterbaik Offered Rate for such Interest Period plus the
Applicable Percentage for Euro-Dollar Loaisfor such day. Such interest shal l bepayal:>lefor ea::h Interest
Period on the last day thereof and, if such Interest Period is longer thai three months, at intervals of three
months after the first day thereof. Any overdue principal of or interest beyond aiy period of gra::e
contemplcied in Section 7.01(b) on aiy Euro-Dollar Loai shall bea-interest, payal:>leon de-nand, for ea::h
day until paid at a rate per ainum a::iual to the sum of 2% plus the sum of (A) the Adjusted London
I nterbaik Offered Rate applicable to such L oai at the dcie such payment was due pl us (B) the Applicable
Percentage for Euro-Dol ler Loais for such day (or, if the circumstaice deocribed in Section 2.13 shall
exist, ct a rate per ainum a::iual to the sum of 2% plus the rate applicable to Base Rate Loais for such
day).
(d)

Method of Ela::ting Interest Rates.

(i)
Subja::t to Section 2.06(a), the Loais induded in ea::h Revolving Borrowing
shall bea- interest initially ct the type of rcte i:pecified by the Borrower in the applicable
Borrowing Ra::iuest. Thereater, with rei:pa::t to ea::h Group of Loais, the Borrower shall have the
option (A) to convert all or aiy part of (y) ro long as no Default is in existence on the date of
conversion, outstaiding Base Rae Loais to Euro-Doll ar Loais and (z) outstaiding Euro-Doller
L oais to Base Rate L oais; provided, in ea::h case, that the amount ro converted shal I be a::iual
to $5,000,000 or aiy larger integral multiple of $1,000,000, or (B) upon the expiration of aiy
Interest Period applicable to outstaiding Euro-Dollar Loais, ro long as no Default isin existence
on the date of continuction, to continue all or aiy portion of such Loais, a::iual to $5,000,000 aid
aiy Jerger integral multiple of $1,000,000 in excess of that amount as Euro-Doller Loais. The
Interest Period of aiy Base Rate Loai converted to a Euro-Dol ler Loai pursuait to dause (A)
al:>ove shall commence on the date of such conversion. The succeeding Interest Period of aiy
Euro-Dollar Loai continued pursuait to dause (8) above shall commence on the last day of the
Interest Period of the Loai ro continued. Euro-Dollar Loais may only be converted on the last
day of the then current Interest Period applicable thereto or on the dcte ra::iuired pursuait to
Section 2.17.
(ii)
The Borrower shal l deliver a written notice of ea::h such conversion or
continuation (a "Notice of Conversion/Continuation") to the Lender no later thai (A) 12:00
Noon (New York, New York time) at least three (3) Business Days before the effa::tive date of
the proposed conversion to, or continuation of, a Euro Doller Loai and (B) 11 :30 A.M . (New
York, New York time) on the day of a conversion to a Base Rate Loai. A written Notice of
Conversion/Continuation shall be substaitially in the form of Exhibit A-2 attached hereto aid
shall i:pecify: (A) the Group of Loais (or portion thereof) to which such notice applies, (B) the
proposed conversion/continuction dcte(which shall bea Business Day), (C) theaggregcieamount
of the Loaisbeing converted/continued, (D) ai ela::tion between the Base Rate and the Adjusted
London lnterbaik Offered Rae aid (E) in the case of a conversion to, or a continuciion of, EuroDollar Loais, thera::iuested Interest Period ..
(e)
Determination and Notice of I nterest Raes. The Lender shal I determine ea::h interest rate
applicable to the L oais hereunder. The Lender shal I give prorrpt notice to the Borrower of ea::h rcie of
interest ro determined, and its determination thereof shal I be cond usive in the al:>sence of manifest error.
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any period of grace contemplated in Section 7.01(b) on any Base Rate Loan shall bear interest, payable on demand, for each day until paid at a rate per annum equal to the sum of 2% plus the rate otherwise applicable to Base Rate Loans for such day. (c) Euro-Dollar Loans. Each Euro-Dollar Loan shall bear interest on the outstanding principal amount thereof, for each day during the Interest Period applicable thereto, at a rate per annum equal to the sum of the Adjusted London Interbank Offered Rate for such Interest Period plus the Applicable Percentage for Euro-Dollar Loans for such day. Such interest shall be payable for each Interest Period on the last day thereof and, if such Interest Period is longer than three months, at intervals of three months after the first day thereof. Any overdue principal of or interest beyond any period of grace contemplated in Section 7.01(b) on any Euro-Dollar Loan shall bear interest, payable on demand, for each day until paid at a rate per annum equal to the sum of 2% plus the sum of (A) the Adjusted London Interbank Offered Rate applicable to such Loan at the date such payment was due plus (B) the Applicable Percentage for Euro-Dollar Loans for such day (or, if the circumstance described in Section 2.13 shall exist, at a rate per annum equal to the sum of 2% plus the rate applicable to Base Rate Loans for such day). (d) Method of Electing Interest Rates. (i) Subject to Section 2.06(a), the Loans included in each Revolving Borrowing shall bear interest initially at the type of rate specified by the Borrower in the applicable Borrowing Request. Thereafter, with respect to each Group of Loans, the Borrower shall have the option (A) to convert all or any part of (y) so long as no Default is in existence on the date of conversion, outstanding Base Rate Loans to Euro-Dollar Loans and (z) outstanding Euro-Dollar Loans to Base Rate Loans; provided, in each case, that the amount so converted shall be equal to $5,000,000 or any
larger integral multiple of $1,000,000, or (B) upon the expiration of any Interest Period applicable to outstanding Euro-Dollar Loans, so long as no Default is in existence on the date of continuation, to continue all or any portion of such Loans, equal to $5,000,000 and any larger integral multiple of $1,000,000 in excess of that amount as Euro-Dollar Loans. The Interest Period of any Base Rate Loan converted to a Euro-Dollar Loan pursuant to clause (A) above shall commence on the date of such conversion. The succeeding Interest Period of any Euro-Dollar Loan continued pursuant to clause (B) above shall commence on the last day of the Interest Period of the Loan so continued. Euro-Dollar Loans may only be converted on the last day of the then current Interest Period applicable thereto or on the date required pursuant to Section 2.17. (ii) The Borrower shall deliver a written notice of each such conversion or continuation (a “Notice of Conversion/Continuation”) to the Lender no later than (A) 12:00 Noon (New York, New York time) at least three (3) Business Days before the effective date of the proposed conversion to, or continuation of, a Euro Dollar Loan and (B) 11:30 A.M. (New York, New York time) on the day of a conversion to a Base Rate Loan. A written Notice of Conversion/Continuation shall be substantially in the form of Exhibit A-2 attached hereto and shall specify: (A) the Group of Loans (or portion thereof) to which such notice applies, (B) the proposed conversion/continuation date (which shall be a Business Day), (C) the aggregate amount of the Loans being converted/continued, (D) an election between the Base Rate and the Adjusted London Interbank Offered Rate and (E) in the case of a conversion to, or a continuation of, Euro- Dollar Loans, the requested Interest Period. . (e) Determination and Notice of Interest Rates. The Lender shall determine each interest rate applicable to the Loans hereunder. The Lender shall give prompt
notice to the Borrower of each rate of interest so determined, and its determination thereof shall be conclusive in the absence of manifest error. 13

Any notice with r~ect to Euro-Doi la- Loa1sshall, without thenocessity of the Lender ro staing in such
noti ce, besubjeci to oojustmentsin theApplica:ile Percentage <WI ica:ileto such L0a1safter the beginning
of the Interest Period cPPl ica:ilethereto. When during a1 Interest Period a1y event occurs that ca.Jsesa1
oojustment in the Applica:ile Percentage cPPl ica:ile to L0a1s to which such Interest Period is cPPlica:ile,
the Lender shall give prOOl)t notice to the Borrower of such e.,ent a1d the oojusted rae of interest ro
determined for such Loa1S, a1d its determination therrof shall be conclusive in the cbsence of ma1ifest
error.
Section 2.07

Fees.

(a)
Letter of Credit Fees. The Borrower sha l pay to the Lender a foe (the " Letter of Credit
Fee") for each day at a raeper a1num equal to theAppl ica:ile Percentage for the Letter of Credit Fee for
such day. The Letter of Credit Fee shal l accrue from a1d including the Effeciive Date to but excluding
the Iast day of the Ava Icbi Iity Period on the aggreJate amount ava Icbl e for drwi ng under a1y Letters of
Credit outstanding on such day aid shall bepaycblefor theaxount of the Lender. Any overdue Letter of
Credit Fees beyond a1y period of grace contemplated in Section 7.01(b) sha l beer interest, paycble on
demaid, for eoch day until pad a a rate per a1num equal to the sum of 2% plus the rate otherwise
cPPlica:ileto the Letter of Credit Fees for such day. In oodition, the Borrower agrees to pay to the Lender,
upon eoch issua1ceof, payment under, and/or amendment of, a Letter of Credit, such amount as shal l at
the ti me of such i ssua1ce, payment or amendment be the oomi ni strai ve cha-ges a1d expenses which the
Lender iscustorna-ily cha-ging for issua1cesof, payments under, or amendments to letters of credit issued
byit.
(b)
Payments. Except as otherwise provided in this Section 2.07, accrued fees under this
Section 2.07 in r~eci of L0a1s and Letter of Credit Licbilities shall be paycble qua-terly in a-rea-s on
ea::h Qua-terly Date, on the last day of the Avalcbil ity Period a1d, if later, on the date the L0a1s a1d
Letter of Credit Licbilities shall be repaid in their entirety. Fees pad hereunder shal l not be refundcble
under any ci rrumstalceS.
Section 2.08
(a)

Maturity of L0a1s: Ma1daory Prepayments.

Scheduled Repaymentsand Prepayments of L0a1s; Overl ineRepayments.

(i) The Revolving L0a1sshal l mature on the Termination Date, a1d a1y Revolving L0a1s
a1d Letter of Credit Licbilities then outsta1ding (together with accrued interest therron and fees in
r~
therrof) shall be due and paycble or, in the case of Letters of Credit, cash collateral ized
pursua1t to Section 2.08(a)(ii). on such dae.
(ii)
If on any dae the aggregae Revolving Outstandings exceed the aggregate
amount of the Commitments (such excess, a " Revolving Outstandings Excess''), the Borrower
shal I prepay, and there shal I become due and paycbl e (together with axrued interest therron) on
such dae, a1 aggregae principal amount of Revolving L0a1s equal to such Revolving
Outstandings Excess. If, a a time when a Revolving Outsta1dings Excess exists and (x) no
Re.,olving L0a1s a-e outstanding or (y) the Commitment has been termina ed pursua1t to this
Agreement and, in either case, a1y La:ter of Credit Licbi lities rernan outstaiding, then, in either
case, the Borrower shall cash col lateralize a1y Letter of Credit Licbil ities by depositing into a
cash col lateral axount estcblished a1d mantained (including the investments mooe pursua1t
thereto) by the Lender pursua1t to a cash col lateral agreement in form a1d substance satisfactory
to the Lender a1 a-nount in cash equal to the then outsta1ding Letter of Credit Licbilities. In
determining Revolving Outsta1dings for purposes of this clause (ii), La:ter of Credit Licbil ities
shal l be reduced to the extent that they a-e cash collateralized as conterrplaed by this Section
2.08(a)(ii).
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Any notice with respect to Euro-Dollar Loans shall, without the necessity of the Lender so stating in such notice, be subject to adjustments in the Applicable Percentage applicable to such Loans after the beginning of the Interest Period applicable thereto. When during an Interest Period any event occurs that causes an adjustment in the Applicable Percentage applicable to Loans to which such Interest Period is applicable, the Lender shall give prompt notice to the Borrower of such event and the adjusted rate of interest so determined for such Loans, and its determination thereof shall be conclusive in the absence of manifest error. Section 2.07 Fees. (a) Letter of Credit Fees. The Borrower shall pay to the Lender a fee (the “Letter of Credit Fee”) for each day at a rate per annum equal to the Applicable Percentage for the Letter of Credit Fee for such day. The Letter of Credit Fee shall accrue from and including the Effective Date to but excluding the last day of the Availability Period on the aggregate amount available for drawing under any Letters of Credit outstanding on such day and shall be payable for the account of the Lender. Any overdue Letter of Credit Fees beyond any period of grace contemplated in Section 7.01(b) shall bear interest, payable on demand, for each day until paid at a rate per annum equal to the sum of 2% plus the rate otherwise applicable to the Letter of Credit Fees for such day. In addition, the Borrower agrees to pay to the Lender, upon each issuance of, payment under, and/or amendment of, a Letter of Credit, such amount as shall at the time of such issuance, payment or amendment be the administrative charges and expenses which the Lender is customarily charging for issuances of, payments under, or amendments to letters of credit issued by it. (b) Payments. Except as otherwise provided in this Section 2.07, accrued fees under this Section 2.07 in respect of Loans and Letter of Credit Liabilities shall be payable quarterly in arrears
on each Quarterly Date, on the last day of the Availability Period and, if later, on the date the Loans and Letter of Credit Liabilities shall be repaid in their entirety. Fees paid hereunder shall not be refundable under any circumstances. Section 2.08 Maturity of Loans; Mandatory Prepayments. (a) Scheduled Repayments and Prepayments of Loans; Overline Repayments. (i) The Revolving Loans shall mature on the Termination Date, and any Revolving Loans and Letter of Credit Liabilities then outstanding (together with accrued interest thereon and fees in respect thereof) shall be due and payable or, in the case of Letters of Credit, cash collateralized pursuant to Section 2.08(a)(ii), on such date. (ii) If on any date the aggregate Revolving Outstandings exceed the aggregate amount of the Commitments (such excess, a “Revolving Outstandings Excess”), the Borrower shall prepay, and there shall become due and payable (together with accrued interest thereon) on such date, an aggregate principal amount of Revolving Loans equal to such Revolving Outstandings Excess. If, at a time when a Revolving Outstandings Excess exists and (x) no Revolving Loans are outstanding or (y) the Commitment has been terminated pursuant to this Agreement and, in either case, any Letter of Credit Liabilities remain outstanding, then, in either case, the Borrower shall cash collateralize any Letter of Credit Liabilities by depositing into a cash collateral account established and maintained (including the investments made pursuant thereto) by the Lender pursuant to a cash collateral agreement in form and substance satisfactory to the Lender an amount in cash equal to the then outstanding Letter of Credit Liabilities. In determining Revolving Outstandings for purposes of this clause (ii), Letter of Credit Liabilities shall be reduced to the extent that they are cash collateralized as contemplated by this Section 2.08(a)(ii). 14

(b)

Applications of Prepayments axl Reductions.

Eoch payment or pr~ayment of Loa,s pursuant to this Section 2.08 shal be
(i)
~plied to the r ~ i ve Loa,s of the Lender.
Eoch payment of principa of the Loa,s sha l be ma:!e together with interest
(ii)
occrued on the anount r~a d to the date of payment.
(iii)
Eoch payment of the Loa,s shal be ~plied to such Groups of Loa,s as the
Borrower may designae (or, fa ling such designation, as determined by the Lender).
Section 2.09

Optiona Prepayments and Repayments.

(a)
Prepayments of Loa,s. Subjoct to Section 2.13, the Borrower may (i) upon at least one
(1) Business Days' notice to the Lender, pr~ay any Base Rate Borrowing or (ii) upon at least three(3)
Business Days' notice to the Lender, pr~ay any Euro-Dollar Borrowing, in eoc:h case in whole at any
time, or from time to time in part in anounts cggregaing $5,000,000 or any larger integra multiple of
$1 ,000,000, by paying the principa amount to be pr~ad together with occrued interest therron to the
dae of pr~ayment. Eoch such optiona pr~ayment shal be ~plied to pr~ay the Loa,s of the Lender
included in such Borrowing.
Section 2.10 Payments by the Borrower. The Borrower shal ma<e eoc:h payment of principa of
and interest on theLoa,sand Letter of Credit Liabilitiesaxl fees hereunder (other than feespayablediroctly
to the Lender) not laerthan 12:00 Noon (New York, New York time) on thedaewhen due, without setoff, counterdam or other deduction, in Federa or other funds immediately a1alable in New York, New
York, to the Lender a its a:!dress referred to in Section 8.01. Whenever any payment of principa of or
interest on the Base Rate Loans or Letter of Credit Liabilities or of feesshal be due on a day which is not
a Business Day, the date for payment therrof shal be extended to the next succeeding Business Day.
Whenever any payment of principa of or interest on the Euro-Dollar Loans shal be due on a day which is
not a Business Day, the date for payment therrof sha I be extended to the next succeeding Business Day
unless such Business Day fa ls in another caendar month, in which casethedaefor payment therrof shal
be the next preceding Business Day. If the date for any payment of principa is extended by operation of
laN or otherwise, interest thereon shal be payable for such extended time.
Section 2.11 Funding Losses. If the Borrower ma<es any payment of principa with respoct to
any Euro-Dollar Loan pursuant to the termsaxl provisions of this Agreement (any conversion of a EuroDollar Loan to a Base Rate Loan pursuant to Section 2.17 being trected asa payment of such Euro-Dol lar
Loan on the date of conversion for purposes of this Section 2.11) on any day other tha, the last day of the
Interest Period ~plicablethereto, or the last day of a, ~plicableperiod fixed pursua,t to Section 2.06(c):
provided, that the Lender shal ha1e delivered to the Borrower a certificate as to the amount of such loss
or expense, which certificate shal be conclusive in the absenoe of manifest error.
Section 2.12 Cormutation of Interest axl Fees. Interest on Loans based on the Base Rae
hereunder (other than pursuant to clause (iii) of the definition of " Base Rate") and Letter of Credit Fees
shal be computed on the basis of a yea of 365 days (or 366 days in a leEp yea) and pad for the octua
number of days el~sed. A ll other interest and fees shal be computed on the basis of a yea of 360 days
aid pad for the octua number of days el~sed (induding the first day but exduding the last day).
Section 2.13 Basis for Determining Interest Rate lna:!equae. Unfar or Una1alable. If on or prior
to the first day of a,y Interest Period for a,y Euro-Dollar Loan the Lender shal determine that no
reaoonable rnea,s exists for determining the Adjusted London Interbank Offered Rae, the Lender shal
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(b) Applications of Prepayments and Reductions. (i) Each payment or prepayment of Loans pursuant to this Section 2.08 shall be applied to the respective Loans of the Lender. (ii) Each payment of principal of the Loans shall be made together with interest accrued on the amount repaid to the date of payment. (iii) Each payment of the Loans shall be applied to such Groups of Loans as the Borrower may designate (or, failing such designation, as determined by the Lender). Section 2.09 Optional Prepayments and Repayments. (a) Prepayments of Loans. Subject to Section 2.13, the Borrower may (i) upon at least one (1) Business Days’ notice to the Lender, prepay any Base Rate Borrowing or (ii) upon at least three (3) Business Days’ notice to the Lender, prepay any Euro-Dollar Borrowing, in each case in whole at any time, or from time to time in part in amounts aggregating $5,000,000 or any larger integral multiple of $1,000,000, by paying the principal amount to be prepaid together with accrued interest thereon to the date of prepayment. Each such optional prepayment shall be applied to prepay the Loans of the Lender included in such Borrowing. Section 2.10 Payments by the Borrower. The Borrower shall make each payment of principal of and interest on the Loans and Letter of Credit Liabilities and fees hereunder (other than fees payable directly to the Lender) not later than 12:00 Noon (New York, New York time) on the date when due, without set- off, counterclaim or other deduction, in Federal or other funds immediately available in New York, New York, to the Lender at its address referred to in Section 8.01. Whenever any payment of principal of or interest on the Base Rate Loans or Letter of Credit Liabilities or of fees shall be due on a day which is not a Business Day, the date for payment thereof shall be extended to the next succeeding Business Day. Whenever any payment of principal of or interest on the Euro-Dollar Loans shall be due on a
day which is not a Business Day, the date for payment thereof shall be extended to the next succeeding Business Day unless such Business Day falls in another calendar month, in which case the date for payment thereof shall be the next preceding Business Day. If the date for any payment of principal is extended by operation of law or otherwise, interest thereon shall be payable for such extended time. Section 2.11 Funding Losses. If the Borrower makes any payment of principal with respect to any Euro-Dollar Loan pursuant to the terms and provisions of this Agreement (any conversion of a Euro- Dollar Loan to a Base Rate Loan pursuant to Section 2.17 being treated as a payment of such Euro-Dollar Loan on the date of conversion for purposes of this Section 2.11) on any day other than the last day of the Interest Period applicable thereto, or the last day of an applicable period fixed pursuant to Section 2.06(c); provided, that the Lender shall have delivered to the Borrower a certificate as to the amount of such loss or expense, which certificate shall be conclusive in the absence of manifest error. Section 2.12 Computation of Interest and Fees. Interest on Loans based on the Base Rate hereunder (other than pursuant to clause (iii) of the definition of “Base Rate”) and Letter of Credit Fees shall be computed on the basis of a year of 365 days (or 366 days in a leap year) and paid for the actual number of days elapsed. All other interest and fees shall be computed on the basis of a year of 360 days and paid for the actual number of days elapsed (including the first day but excluding the last day). Section 2.13 Basis for Determining Interest Rate Inadequate, Unfair or Unavailable. If on or prior to the first day of any Interest Period for any Euro-Dollar Loan the Lender shall determine that no reasonable means exists for determining the Adjusted London Interbank Offered Rate, the Lender shall 15

forthwith give notice thereof to the Borrower, whereupon, until the Lender notifies the Borrower tha the
circum9:ances giving rise to ruch ruspension no longer exist, (i) the obl igations of the Lender to ma<e
Euro-Dollar Loans, or to convert outstcf'lding Loais into Euro-Dollar Loaisshall be ruspended; a1d (ii)
eed1 outsta,ding Euro-Dollar Loa, shall be converted into a Base Rae Loa, on the la& day of the current
Interest Period applicable thereto. Unless the Borrower notifies the Lender at least two (2) Business Days
before the date of (or, if a the ti me the Borrower r~ ves ruch notice the day is the dae of, or the date
immediately pra::eding, the dae of ruch Euro-Dollar Borrowing, by 10:00 A.M. (Ne..v York, Ne..v York
time) on the date of) a,y Euro-Dollar Borrowing for which a Borrowing Ra:iuest has previously been
given tha it ela::ts not to borrow on ruch date, ruch BorrCM'ing shall insteoo be made as a Base Rate
Borrowing.
Notwithstanding anything to the contrary in this Agreement or any other Loa, Document, if the
Lender determines (which determination shall be conclusive absent manifest error), or the Borrower
notifies the Lender that the Borrower has determined, that: (i) the circum9:ances set forth in Soction 2.13
have occurred aid such circumsta,ces are unl ikely to be temporary; (ii) the administraor of the London
lnterba,k Offered Rate or a Governmental Authority having juris:liction over the Lender has made a
public statement identifying aspecificdateafter which the London Interbank Offered Rate shall no longer
be made avai lable, or used for determining the interest rate of loa,s (such specific date, the " Scheduled
Unavailabil ity Date"), or (iii) any applicable interest rae specified herein (other Iha, the Prime Rate or
the Federal Funds Rate) is no longer a widely ra::ognized benchmark rae for ne..vly originated 1001s in
the U.S. syndicaed loa, market in the applicable currency, then, reaoonably promptly ater ruch
determinaion by the Lender or r~pt by the Lender of ruch notice, as appl icable, the Lender aid ruch
Borrower shal I negotiate in good faith to amend this Agreement to rep Iace the London I nterbank Offered
Rate with a, alternate benchmark rate(induding a,y mathematical or other adjustments to the benchmark
(if a,y) incorporated therein) (a,y such proposed rae, a "LIBOR Success:>r Rate"), together with any
proposed LI BOR Succesoor Rate Conforming Cha,ges (as defined below) aid a,y such amendment shal I
become effa::tive at 5:00 P.M. (Ne..v York, Ne..v York ti me) on the fifth Business Day after the Lender
shall have posted ruch proposed amendment to the Borrower. Such LIBOR Succesoor Rate shall be
applied in a ma,ner consistent with market proctice; provided Iha to the extent such market proctice is
not administratively feasible for the Lender, such LI BOR Succesoor Rate shall be applied in a manner as
otherwise reaoonabl y determined by the Lender.
If no LI BOR Succesoor Rae has been determined a1d the circumstances under clause (i) above
exist or the Scheduled Unavailability Daehasoccurred (asapplicable), the Lender will promptly ro notify
eed1 BorrCM'er. Thereafter, (x) the obligation of the Lender to ma<e or maintain Euro-Dollar Loa,s shal l
be suspended (to the extent of theafa::ted Euro-Dollar Loa,sor Interest Periods only), and (y) the London
I nterba,k Offered Rate component shal I no Ionger be uti Ii zed in determining the Base Rae. Upon r~ pt
of ruch notice, any Borrower may revoke any pending rffjuest for a Borrowing of, conversion to, or
continuation of Euro-Doi lar Loa,s (to the extent of the affa::ted Euro-Doi Iar Loa,s or Interest Periods)
or, failing that, will be deemed to have converted such rffjuest into a Base Rate Borrowing (rubja::t to the
foregoing clause (y)) in the amount specified therein.
Notwi thsta,di ng anything else herein, any defi ni ti on of LI BOR Succesoor Rate shal I provide that
in no event shal I ruch LI BOR Succesoor Rate be Iess than 0% for purposes of this Agreement.
For purposes hereof, " LI BOR Succesoor Rate Conforming Changes" means, with respect to any
proposed LI BOR Succesoor Rate, any conforming changes to the definition of Base Rae, Interest Period,
timing and frffjuency of determining rates and ma<ing payments of interest and other administrative
matters as may be appropriate, determined by the Lender with the consent of the Borrower, to ra'la::t the
adoption of ruch LIBOR Succesoor Rate and to permit the administration tha-eof by the Lenda- in a
manner substantially consistent with market proctice (or, if the Lender determines that adoption of any
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forthwith give notice thereof to the Borrower, whereupon, until the Lender notifies the Borrower that the circumstances giving rise to such suspension no longer exist, (i) the obligations of the Lender to make Euro-Dollar Loans, or to convert outstanding Loans into Euro-Dollar Loans shall be suspended; and (ii) each outstanding Euro-Dollar Loan shall be converted into a Base Rate Loan on the last day of the current Interest Period applicable thereto. Unless the Borrower notifies the Lender at least two (2) Business Days before the date of (or, if at the time the Borrower receives such notice the day is the date of, or the date immediately preceding, the date of such Euro-Dollar Borrowing, by 10:00 A.M. (New York, New York time) on the date of) any Euro-Dollar Borrowing for which a Borrowing Request has previously been given that it elects not to borrow on such date, such Borrowing shall instead be made as a Base Rate Borrowing. Notwithstanding anything to the contrary in this Agreement or any other Loan Document, if the Lender determines (which determination shall be conclusive absent manifest error), or the Borrower notifies the Lender that the Borrower has determined, that: (i) the circumstances set forth in Section 2.13 have occurred and such circumstances are unlikely to be temporary; (ii) the administrator of the London Interbank Offered Rate or a Governmental Authority having jurisdiction over the Lender has made a public statement identifying a specific date after which the London Interbank Offered Rate shall no longer be made available, or used for determining the interest rate of loans (such specific date, the “Scheduled Unavailability Date”), or (iii) any applicable interest rate specified herein (other than the Prime Rate or the Federal Funds Rate) is no longer a widely recognized benchmark rate for newly originated loans in the U.S. syndicated loan market in the applicable currency, then, reasonably promptly after such determination
by the Lender or receipt by the Lender of such notice, as applicable, the Lender and such Borrower shall negotiate in good faith to amend this Agreement to replace the London Interbank Offered Rate with an alternate benchmark rate (including any mathematical or other adjustments to the benchmark (if any) incorporated therein) (any such proposed rate, a “LIBOR Successor Rate”), together with any proposed LIBOR Successor Rate Conforming Changes (as defined below) and any such amendment shall become effective at 5:00 P.M. (New York, New York time) on the fifth Business Day after the Lender shall have posted such proposed amendment to the Borrower. Such LIBOR Successor Rate shall be applied in a manner consistent with market practice; provided that to the extent such market practice is not administratively feasible for the Lender, such LIBOR Successor Rate shall be applied in a manner as otherwise reasonably determined by the Lender. If no LIBOR Successor Rate has been determined and the circumstances under clause (i) above exist or the Scheduled Unavailability Date has occurred (as applicable), the Lender will promptly so notify each Borrower. Thereafter, (x) the obligation of the Lender to make or maintain Euro-Dollar Loans shall be suspended (to the extent of the affected Euro-Dollar Loans or Interest Periods only), and (y) the London Interbank Offered Rate component shall no longer be utilized in determining the Base Rate. Upon receipt of such notice, any Borrower may revoke any pending request for a Borrowing of, conversion to, or continuation of Euro-Dollar Loans (to the extent of the affected Euro-Dollar Loans or Interest Periods) or, failing that, will be deemed to have converted such request into a Base Rate Borrowing (subject to the foregoing clause (y)) in the amount specified therein. Notwithstanding anything else herein, any definition of LIBOR Successor Rate shall provide that in no event shall such LIBOR
Successor Rate be less than 0% for purposes of this Agreement. For purposes hereof, “LIBOR Successor Rate Conforming Changes” means, with respect to any proposed LIBOR Successor Rate, any conforming changes to the definition of Base Rate, Interest Period, timing and frequency of determining rates and making payments of interest and other administrative matters as may be appropriate, determined by the Lender with the consent of the Borrower, to reflect the adoption of such LIBOR Successor Rate and to permit the administration thereof by the Lender in a manner substantially consistent with market practice (or, if the Lender determines that adoption of any 16

portion of such merket proctice is not administrctively feasible or that no merket proctice for the
administrction of such LIBOR Succesoor Rate exists, in such other ma,ner of administration as the
Lender.
~ion 2.14 Illegality. If, on or ater the Effective Date, the adoption of any cppl iecble law, rule
or regulation, or any change in any ~pl icrole law, rule or regulation, or any cha,ge in the interpretation
or administration theroof by any Governmental Authority, central bank or compera:ile aJency cherge:l
with the i nterpretcti on or admi ni strati on theroof, or compIi ance by the Lender (or its Appl i Ccbl e Lending
Office) with any request or directive(whether or not having theforceof lw) of any such ruthority, central
bank orcompera:ileaJency shal l ma<eit unlawful or impossiblefor the Lender (or itsAppliecbleLending
Office) to ma<e, mantan or fund its Euro-Doller Loais and the Lender shall give notice theroof to the
Borrower, whereupon unti I the Lender notifies the Borrower thct the circumstances giving rise to such
su~sion no longer exist, the obligation of the Lender to mci<e Euro-Doller Loais, or to convert
outstaiding Loais into Euro-Doller Loais, shall be su~ended. Before giving any notice to the Lender
pursuant to this ~ion, the Lender shal designate a different Appliecble Lending Office if such
designction will avoid the need for giving such notice and will not, in the judgment of the Lender, be
otherwise disa::lvantaJeous to the Lender. If such notice is given, each Euro-Doller Loan of the Lender
then outstanding shall be converted to a Base Rate Loai either (a) on the last day of the then current
Interest Period ~pliecbleto such Euro-Doller Loai if the Lender may lawfully continue to mantan and
fund such Loai to such day or (b) immediately if the Lender shall determine thct it may not lawfully
continue to maintan and fund such Loa, to such day.
~ion 2.15

lncrmsed Cost aid Reduced Return.

(a)
lncrmsed Costs. If after the Effective Date, the adoption of any ~pliecble laN, rule or
regulation, or any change in any ~pl i Ccbl e IaN, rule or regul cti on, or any chaige in the interpretation or
administrction theroof by any Governmental Authority, central bank or compera:ile ager,cy cherged with
the interpretation or administrction theroof, or compliance by the Lender (or its Appliecble Lending
Offi ce) with any request or directive(whether or not having the force of lw) of any such ruthority, central
bank or compera:ile ager,cy shall (i) impose, modify or deem ~pl iecble any reserve (inducting, without
limitation, any such requirement imposed by the Boa-d of Governors of the Federal Reserve System),
~ecial dEl)osit, insurance assessment or similer requirement aJanst Letters of Credit issued or
pa-ti ci pated in by, assets of, dEl)osi ts with or for the account of or credit extended by, the Lender (or its
AppliecbleLending Office), (ii) subject the Lender to any tax of any kind whatooever with r~ect to this
Agreement, any Letter of Credit, any pa-ticipction in a Letter of Credit or any Euro-Doller Loa, made by
it, or change the basis of taxation of payments to the Lender in r~ect theroof (other than (A) Taxes, (B)
Other Taxes aid (C) the imposition of, or any change in the rcte of, any taxes deocribed in druses (i)
through (iv) of the definition of Taxes in ~ion 2.16(a), (D) Connection Income Taxes, and (E) Taxes
attributable to a Lender's failure to comply with Section 2.16(e)) aid or (iii) impose on the Lender (or its
Appliecble Lending Office) or on the United States ma-ket for certificates of dEl)osit or the London
interbank ma-ket any other condition afecting its Euro-Doll er Loais, Notes, obligation to make EuroDol l er Loaisor obi igations hereunder in r~ect of Letters of Credit, aid the result of any of theforegoi ng
is to increa,e the cost to the Lender (or its Appliecble Lending Office) of ma<ing or mantaning any
Euro-Doller Loa,, or of issuing or pa-ticipating in any Letter of Credit, or to reduce the a-nount of any
sum received or receivable by the Lender (or its Appliecble Lending Office) under this Agreement or
under its Notes with r~ect thereto, then, within fifteen (15) days after demand by the Lender, the
Borrower shall pay to the Lender such additional anount or a-nounts, as determined by the Lender in
good faith, as will compenscte the Lender for such incrmsed cost or reduction, solely to the extent that
any such additional anounts were incurred by the Lender within ninety (90) days of such demand.
(b)

Ca:>ital Adequa,y. If the Lender shall have determined that, after the Effective Date, the
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portion of such market practice is not administratively feasible or that no market practice for the administration of such LIBOR Successor Rate exists, in such other manner of administration as the Lender. Section 2.14 Illegality. If, on or after the Effective Date, the adoption of any applicable law, rule or regulation, or any change in any applicable law, rule or regulation, or any change in the interpretation or administration thereof by any Governmental Authority, central bank or comparable agency charged with the interpretation or administration thereof, or compliance by the Lender (or its Applicable Lending Office) with any request or directive (whether or not having the force of law) of any such authority, central bank or comparable agency shall make it unlawful or impossible for the Lender (or its Applicable Lending Office) to make, maintain or fund its Euro-Dollar Loans and the Lender shall give notice thereof to the Borrower, whereupon until the Lender notifies the Borrower that the circumstances giving rise to such suspension no longer exist, the obligation of the Lender to make Euro-Dollar Loans, or to convert outstanding Loans into Euro-Dollar Loans, shall be suspended. Before giving any notice to the Lender pursuant to this Section, the Lender shall designate a different Applicable Lending Office if such designation will avoid the need for giving such notice and will not, in the judgment of the Lender, be otherwise disadvantageous to the Lender. If such notice is given, each Euro-Dollar Loan of the Lender then outstanding shall be converted to a Base Rate Loan either (a) on the last day of the then current Interest Period applicable to such Euro-Dollar Loan if the Lender may lawfully continue to maintain and fund such Loan to such day or (b) immediately if the Lender shall determine that it may not lawfully continue to maintain and fund such Loan to such day. Section 2.15 Increased Cost and Reduced Return. (a) Increased Costs. If after the
Effective Date, the adoption of any applicable law, rule or regulation, or any change in any applicable law, rule or regulation, or any change in the interpretation or administration thereof by any Governmental Authority, central bank or comparable agency charged with the interpretation or administration thereof, or compliance by the Lender (or its Applicable Lending Office) with any request or directive (whether or not having the force of law) of any such authority, central bank or comparable agency shall (i) impose, modify or deem applicable any reserve (including, without limitation, any such requirement imposed by the Board of Governors of the Federal Reserve System), special deposit, insurance assessment or similar requirement against Letters of Credit issued or participated in by, assets of, deposits with or for the account of or credit extended by, the Lender (or its Applicable Lending Office), (ii) subject the Lender to any tax of any kind whatsoever with respect to this Agreement, any Letter of Credit, any participation in a Letter of Credit or any Euro-Dollar Loan made by it, or change the basis of taxation of payments to the Lender in respect thereof (other than (A) Taxes, (B) Other Taxes and (C) the imposition of, or any change in the rate of, any taxes described in clauses (i) through (iv) of the definition of Taxes in Section 2.16(a), (D) Connection Income Taxes, and (E) Taxes attributable to a Lender’s failure to comply with Section 2.16(e)) and or (iii) impose on the Lender (or its Applicable Lending Office) or on the United States market for certificates of deposit or the London interbank market any other condition affecting its Euro-Dollar Loans, Notes, obligation to make Euro- Dollar Loans or obligations hereunder in respect of Letters of Credit, and the result of any of the foregoing is to increase the cost to the Lender (or its Applicable Lending Office) of making or maintaining any Euro-Dollar Loan, or of issuing or participating in any Letter of
Credit, or to reduce the amount of any sum received or receivable by the Lender (or its Applicable Lending Office) under this Agreement or under its Notes with respect thereto, then, within fifteen (15) days after demand by the Lender, the Borrower shall pay to the Lender such additional amount or amounts, as determined by the Lender in good faith, as will compensate the Lender for such increased cost or reduction, solely to the extent that any such additional amounts were incurred by the Lender within ninety (90) days of such demand. (b) Capital Adequacy. If the Lender shall have determined that, after the Effective Date, the 17

a::lopti on of any ""pl icable Iav, rule or regul cti on rega-di ng ~ ital a::lequocy or Ii qui di ty, or any cha19e
in any such lav, rule or regulation, or any change in the inta-pretation or a::lministraion theroof by any
Governmental Authority, central bank or coni:>cnt>le agency cha-goo with the inta-pretation or
a::lministration theroof, or any request or diroctive rega-ding ~ital a::lequocy (whether or not having the
foroe of lav) of any such a,thority, central bank or compa-ct>le c{lency, has or would have the etfoct of
rooucing the rate of return on ~ital of the Lender (or any Person controlling the Lender) as a
consequenoeof the Lender's obligations hereunder to a level below that which the Lender (or any Perron
controlling the Lender) could have achievoo but for such a::loption, change, request or diroctive (taking
into consideration its policies with respoct to ~ital a::lequocy), then from time to time, within fifteen
(15) days after derrmd by the Lender, the Borrower shall pay to the Lender such a::lditional amount or
amounts as will compensate the Lender (or any Perron controlling the Lender) for such roouction, rolely
to the extent tha any such a::lditional amounts were incurroo by the Lender within ninety (90) days of
such demand.
(c)
Notices. The Lender will promptly notify the Borrower of any event of which it has
knowlooge, occurring after the Effoctive Dae, that will entitle the Lender to compensation pursuant to
this Section and will designate a different Applicable Lending Offioe if such designation will avoid the
need for, or roouoe the amount of, such compensation and will not, in the judgment of the Lender, be
otherwise disa:lvantc{loous to the Lender. A certificae of the Lender claiming coni:>ensaion under this
Section and setting forth in rearonct>le detail the a::lditional amount or amounts to be paid to it hereunder
shall be conclusive in theal:>senoeof manifest a-ror. In determining such amount, the Lender may use any
rearonct>Ie averc{li ng and atri buti on methods.
(d)
Notwithstanding anything to the contrary herein, (x) the Dodd-Frank Wal I Strret Retorm
and Consumer Protoction Act and all requests, rules, guidelines or diroctives thereunder or issuoo in
connoction therewith, (y) al l requests, rules, guidelines or diroctives promulgaoo by the Bank for
lnternaional Settlements, the Basel Committee on Banking Supa-vision (or any SUcoesg)f or similaauthority) or the Uni too Stctes or foreign regulatory authorities, in eoch case pursuant to Basel 111 , shal I
in each case be deemed to be a "change in law" under this Artidel I rega-dlessof thedcteenadoo, a::loptoo
or issuoo and (z) exCEpt as may beprovidoo in Section 2.15(a), the Lender shall not beentitloo to assert
any claim under this Section 2.15 in respoct of or attri butct>I e to taxes.
Section 2.16

Taxes.

(a)
Payments Net of Certain Taxes. Any and all payments male by or on account of any
Loan Paty to or for the occount of the Lender hereunder or under any other Loan Document shall be
ma:le free and d ea- of and without dooucti on for any and al I present or future taxes, duties, Ievi es, imposts,
dooucti ons, cha-ges and withholdings and al I Ii ct>i Ii ti es with respoct thereto, exd udi ng: (i) taxes i rll)OSOO
on or measuroo by the net income (induding branch profits or simila taxes) of, and gross re::eipts,
franchise or simila taxes imposoo on, the Lender (A) by the jurisdiction (or subdivision theroof) under
the lavvs of which the Lender is organizoo or in which its principal exocutive office is locatoo or, in the
case of the Lender, in which its Applicable Lending Offioe is locatoo, or (B) that a-e Other Connoction
Taxes, (ii) in the case of the Lender, any Unitoo Staes withholding tax imposoo on such payments, but
only to the extent that the Lender is subj oct to Uni too States wi thhol ding tax at the ti me the Lender first
becomes a party tothisAgreernent orchangesitsApplicableLending Offioe, (iii) any backup withholding
tax imposed by the Unitoo States (or any state or locality theroof) on the Lender, and (iv) any taxes
imposoo by FATCA {al l such nonexcludoo taxes, duties, levies, imposts, doouctions, cha-ges,
withholdings and liabilities being hereinafter referred to as " Taxes''). If any Loan Party shall be requiroo
by lav to doouct any Taxes from or in respoct of any sum payal:>le hereunder or under any other Loan
Document to the Lender, (i) the sum payal:>leshall beincreasoo as na::essay ro that after making al l such
requiroo doouctions (induding doouctions ""plicable to a::lditional sums payct>le under this Section
2.16(a)) the Lender re::ei ves an amount equal to the sum it would have re::ei voo ha::I no such deductions
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adoption of any applicable law, rule or regulation regarding capital adequacy or liquidity, or any change in any such law, rule or regulation, or any change in the interpretation or administration thereof by any Governmental Authority, central bank or comparable agency charged with the interpretation or administration thereof, or any request or directive regarding capital adequacy (whether or not having the force of law) of any such authority, central bank or comparable agency, has or would have the effect of reducing the rate of return on capital of the Lender (or any Person controlling the Lender) as a consequence of the Lender’s obligations hereunder to a level below that which the Lender (or any Person controlling the Lender) could have achieved but for such adoption, change, request or directive (taking into consideration its policies with respect to capital adequacy), then from time to time, within fifteen (15) days after demand by the Lender, the Borrower shall pay to the Lender such additional amount or amounts as will compensate the Lender (or any Person controlling the Lender) for such reduction, solely to the extent that any such additional amounts were incurred by the Lender within ninety (90) days of such demand. (c) Notices. The Lender will promptly notify the Borrower of any event of which it has knowledge, occurring after the Effective Date, that will entitle the Lender to compensation pursuant to this Section and will designate a different Applicable Lending Office if such designation will avoid the need for, or reduce the amount of, such compensation and will not, in the judgment of the Lender, be otherwise disadvantageous to the Lender. A certificate of the Lender claiming compensation under this Section and setting forth in reasonable detail the additional amount or amounts to be paid to it hereunder shall be conclusive in the absence of manifest error. In determining such amount, the Lender may use any reasonable averaging and
attribution methods. (d) Notwithstanding anything to the contrary herein, (x) the Dodd-Frank Wall Street Reform and Consumer Protection Act and all requests, rules, guidelines or directives thereunder or issued in connection therewith, (y) all requests, rules, guidelines or directives promulgated by the Bank for International Settlements, the Basel Committee on Banking Supervision (or any successor or similar authority) or the United States or foreign regulatory authorities, in each case pursuant to Basel III, shall in each case be deemed to be a “change in law” under this Article II regardless of the date enacted, adopted or issued and (z) except as may be provided in Section 2.15(a), the Lender shall not be entitled to assert any claim under this Section 2.15 in respect of or attributable to taxes. Section 2.16 Taxes. (a) Payments Net of Certain Taxes. Any and all payments made by or on account of any Loan Party to or for the account of the Lender hereunder or under any other Loan Document shall be made free and clear of and without deduction for any and all present or future taxes, duties, levies, imposts, deductions, charges and withholdings and all liabilities with respect thereto, excluding: (i) taxes imposed on or measured by the net income (including branch profits or similar taxes) of, and gross receipts, franchise or similar taxes imposed on, the Lender (A) by the jurisdiction (or subdivision thereof) under the laws of which the Lender is organized or in which its principal executive office is located or, in the case of the Lender, in which its Applicable Lending Office is located, or (B) that are Other Connection Taxes, (ii) in the case of the Lender, any United States withholding tax imposed on such payments, but only to the extent that the Lender is subject to United States withholding tax at the time the Lender first becomes a party to this Agreement or changes its Applicable Lending Office, (iii) any backup withholding tax imposed by the United States (or
any state or locality thereof) on the Lender, and (iv) any taxes imposed by FATCA (all such nonexcluded taxes, duties, levies, imposts, deductions, charges, withholdings and liabilities being hereinafter referred to as “Taxes”). If any Loan Party shall be required by law to deduct any Taxes from or in respect of any sum payable hereunder or under any other Loan Document to the Lender, (i) the sum payable shall be increased as necessary so that after making all such required deductions (including deductions applicable to additional sums payable under this Section 2.16(a)) the Lender receives an amount equal to the sum it would have received had no such deductions 18

been ma::le, (i i) such Loan Paiy shall mal<esuch de::luctions, (iii) such Loan Pa1y S1all pay thefull anount
de::lucte::l to the relevant taxation a.rthority or other a.rthority in a::corda.cewith cppliccble laN and (iv)
such Loan Paiy shall del iver to the Lender the original or acertifie::l copy of a receipt evidencing payment
thereof.
Other Taxes. In addition, each Loan Paiy agrees to pay any and al l present or future
(b)
stail) or court or documentay taxes and any other excise or property taxes, or simila chages or levies,
which aisefrom any payment ma::lepursuant to this Agreement, any Note or any other Loan Document
or from the execution, delivery, performance, registration or enforcement of, or otherwise with re:pe::t to,
this Agreement, any Note or any other Loan Document (collectively, " Other Taxes").
(c)
lndemnificaion. Each Loa, Party agrees to jointly and severally indemnify the Lender
for the full anount of Taxes and Other Taxes (induding, without limitaion, any Taxes or Other Taxes
imposed or asserte::l by any juriroiction on anounts payable under this &rlion 2.16(c)), whether or not
correctly or legally asserte::l, pad by the Lender and any liability (induding penalties, interest and
expenses) ai sing therefrom or with re:pect thereto as certi f i e::l in good faith to the Borrower by the Lender
seel<ing indemnificaion pursuant to this &rlion 2.16(c). This indemnificaion shall be paid within 15
days after the Lender mal<es demand therefor.
(d)
Refunds or Cre::lits. If the Lender receives a refund, cre::lit or other re::luction from a
taxation authority for any Taxes or Other Taxes for which it has been indemnifie::l by any Loan Paiy or
with re:pe::t to which any Loan Paiy has paid additional anounts pursuant to this &di on 2.16, it shal I
within fifteen (15) days from the date of such receipt pay over the anount of such refund, cre::lit or other
ra:lucti on to the Borrower (but only to the extent of indemnity payments ma::le or additional anounts paid
by the Loan Paiies under this Section 2.16 with re:pect to the Taxes or Other Taxes giving rise to such
refund, cra:lit or other ra:luction), net of al l reasonable out-of-pocket expenses of the Lender and without
interest (other than interest paid by the relevant taxation authority with re:pect to such refund, cra:lit or
other ra:luction); provida:l, however, thci eoch Loan Paiy agrees to r~ay, upon the request of the Lender,
the anount pad over to the Borrower (plus penalties, interest or other chages) to the Lender in the event
the Lender is requi ra:l to r~ay such refund or cra:li t to such taxcii on authority.
(e)
Tax Forms and Certificates. (i) Any Lender that is a "United States person" within the
mea,ing of Section 7701(a)(30) of the Code shall deliver to the Borrower on or about the date on which
such Lender bec:omes a Lender under this Agreement, ci any time such Lender changes its Appliccble
Lending Office and from time to time thereetter upon the reasonable request of the Borrower, executa:l
copies of IRS Form W-9 certifying that such Lender is exempt from U.S. fa:leral backup withholding tax;
(ii) any Lender that is not a "United States person" within the meaning of Section 7701 (a)(3) of the Code
(a "Non-U.S. Lender") shall, to the extent it is legally entitle.cl to do so, deliver to Borrower (in such
number of copies as S1all be requesta:l by the r~ipient) on or about the date on which such Non- U.S.
Lender becomes a Lender under this Agreement, a any time such Lender changesitsAppl iccbleLending
Office and from time to time thereetter upon the reasonable request of the Borrower, whichever of the
following is appliccble:: (A) in the case of a Non-U.S. Lender darning the benefits of an income tax
treaty to which the Unita:l Staes is a party (x) with re:pect to payments of interest under any Loan
Document, executa:l copies of I RS Form W-8BEN or I RS Form W-8BEN-E establishing an exemption
from, or ra:luction of, U.S. fa:leral withholding Tax pursuant to the "interest" article of such tax treaty and
(y) with re:pect to any other appliccble payments under any Loan Document, I RS Form W-8BEN or I RS
Form W-8BEN-E establishing an exemption from, or ra:luction of, U.S. fe::leral withholding Tax pursuant
to the "business profits" or "other income" article of such tax treaty; (B) executed copies ofIRS Form W8ECI; (C) in the case of a Non-U.S. Lender darning the benefits of the exemption for portfolio interest
under Section 881(c) of the Code, (x) a certificae substantially in the form of Exhibit D-1 to the effect
that such Non-U.S. Lender is not a "bank" within the meaning of Section 88l(c)(3)(A) of the Code, a" 10
percent shareholder" of the Borrower within the meaning of Section 87 1(h)(3)(B) of the Code, or a
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been made, (ii) such Loan Party shall make such deductions, (iii) such Loan Party shall pay the full amount deducted to the relevant taxation authority or other authority in accordance with applicable law and (iv) such Loan Party shall deliver to the Lender the original or a certified copy of a receipt evidencing payment thereof. (b) Other Taxes. In addition, each Loan Party agrees to pay any and all present or future stamp or court or documentary taxes and any other excise or property taxes, or similar charges or levies, which arise from any payment made pursuant to this Agreement, any Note or any other Loan Document or from the execution, delivery, performance, registration or enforcement of, or otherwise with respect to, this Agreement, any Note or any other Loan Document (collectively, “Other Taxes”). (c) Indemnification. Each Loan Party agrees to jointly and severally indemnify the Lender for the full amount of Taxes and Other Taxes (including, without limitation, any Taxes or Other Taxes imposed or asserted by any jurisdiction on amounts payable under this Section 2.16(c)), whether or not correctly or legally asserted, paid by the Lender and any liability (including penalties, interest and expenses) arising therefrom or with respect thereto as certified in good faith to the Borrower by the Lender seeking indemnification pursuant to this Section 2.16(c). This indemnification shall be paid within 15 days after the Lender makes demand therefor. (d) Refunds or Credits. If the Lender receives a refund, credit or other reduction from a taxation authority for any Taxes or Other Taxes for which it has been indemnified by any Loan Party or with respect to which any Loan Party has paid additional amounts pursuant to this Section 2.16, it shall within fifteen (15) days from the date of such receipt pay over the amount of such refund, credit or other reduction to the Borrower (but only to the extent of indemnity payments made or additional amounts paid by the
Loan Parties under this Section 2.16 with respect to the Taxes or Other Taxes giving rise to such refund, credit or other reduction), net of all reasonable out-of-pocket expenses of the Lender and without interest (other than interest paid by the relevant taxation authority with respect to such refund, credit or other reduction); provided, however, that each Loan Party agrees to repay, upon the request of the Lender, the amount paid over to the Borrower (plus penalties, interest or other charges) to the Lender in the event the Lender is required to repay such refund or credit to such taxation authority. (e) Tax Forms and Certificates. (i) Any Lender that is a “United States person” within the meaning of Section 7701(a)(30) of the Code shall deliver to the Borrower on or about the date on which such Lender becomes a Lender under this Agreement, at any time such Lender changes its Applicable Lending Office and from time to time thereafter upon the reasonable request of the Borrower, executed copies of IRS Form W-9 certifying that such Lender is exempt from U.S. federal backup withholding tax; (ii) any Lender that is not a “United States person” within the meaning of Section 7701(a)(3) of the Code (a “Non-U.S. Lender”) shall, to the extent it is legally entitled to do so, deliver to Borrower (in such number of copies as shall be requested by the recipient) on or about the date on which such Non- U.S. Lender becomes a Lender under this Agreement, at any time such Lender changes its Applicable Lending Office and from time to time thereafter upon the reasonable request of the Borrower, whichever of the following is applicable:: (A) in the case of a Non-U.S. Lender claiming the benefits of an income tax treaty to which the United States is a party (x) with respect to payments of interest under any Loan Document, executed copies of IRS Form W-8BEN or IRS Form W-8BEN-E establishing an exemption from, or reduction of, U.S. federal withholding Tax
pursuant to the “interest” article of such tax treaty and (y) with respect to any other applicable payments under any Loan Document, IRS Form W-8BEN or IRS Form W-8BEN-E establishing an exemption from, or reduction of, U.S. federal withholding Tax pursuant to the “business profits” or “other income” article of such tax treaty; (B) executed copies of IRS Form W- 8ECI; (C) in the case of a Non-U.S. Lender claiming the benefits of the exemption for portfolio interest under Section 881(c) of the Code, (x) a certificate substantially in the form of Exhibit D-1 to the effect that such Non-U.S. Lender is not a “bank” within the meaning of Section 881(c)(3)(A) of the Code, a “10 percent shareholder” of the Borrower within the meaning of Section 871(h)(3)(B) of the Code, or a 19

"controlled foreign corporation" related to the Borrower as described in Section 88 l(c)(3)(C) of the Code
(a "U.S. Tax Compliance Certificate") and (y) executed copies of IRS Form W-8BEN or IRS Form W8BEN-E; or (D) to the extent aNon-U.S. Lender is not the beneficial owner, exocuted copiesof IRS Form
W-8IMY, a::compa,ied by IRS Form W-8ECI , IRS Form W-8BEN, IRS Form W-8BEN-E, a U.S. Tax
Complia,ce Certificae substa,tially in the form of Exhibit D-1 or D-2, IRS Form W-9, a,d/or other
certification documents from each beneficial owner, as ~pliCcble; provided that if the Non-U.S. Lender
is a painership a,d one or more direct or indirect painers of such Foreign Lender a-e daiming the
portfolio interest exemption, such Non-U.S. Lender may provide a U.S. Tax Complia,ce Certificate
substa,tially in the form of Exhibit D-2 on behalf of each such direct a,d indirect painer; (iii) a,y NonU.S. Lender shall, to the extent it is legally entitled to do ro, d€1iver to the Borrower (in such number of
copies as shall be requested by the recipient) on or al:>out the date which such Non-U.S. Lender beromes
a Lender under this Agreement, at a,y time such Lender cha,ges itsAppliCcble Lending Officea,d from
ti me to ti me thereafter upon the reaoonal:>le request of the Borrower), exocuted copies of a,y other form
prescribed by ~pliCcble la.v as a basis for daiming exerrption from or a reduction in U.S. federal
withholding tax, duly completed, together with such supplernentay documentciion as may be prescribed
by ~pliCcblela.v to permit the Borrower to determinethewithholding or deduction required to bema:le;
a,d (iv) if a payment ma:le to a Lender under a,y Loa, Document would be subject to U.S. federal
withholding tax iITl)osed by FATCA if such Lender were to fail to comply with the ~pliCcble reporting
requirements of FATCA (induding those contained in Se:::tion 1471(b) or 1472(b) of the Code, as
~pliCcble), such Lender shall deliver to the Borrower ci the ti me or times prescribed by la.v aid at such
time or times reaoonal:>ly requested by the Borrower such documentaion prescribed by ~pliCcble la.v
(including as pres::ribed by Se'.:tion 1471(b)(3)(C)(i) of the Code) a,d such a:lditional documentation
reaoonal:)I y requested by the Borrower as may be nocessa-y for the Borrower to comply with its obi igati ons
under FATCA a,d to determine that such Lender has complied with such Lender's obligations under
FATCA or to determine the anount, if a,y, to deduct a,d withhold from such payment. Solely for
purposes of clause (iv), "FATCA" shall include any a-nendments ma:le to FA TCA after the date of this
Agreement.
(f)
Exclusions. No Loa, Paiy shall be required to indemnify a,y Non-U .S. Lender, or to
pay a,y a:lditional a-nount to a,y Non-U .S. Lender, pursua,t to Se:::tions 2.16(a), (b) or (c) in respect of
Taxes or Other Taxes to the extent that the obi i gai on to indemnify or pay such a:ldi ti onal a-nounts, would
not have a-isa-i but for the failure of such Non-U.S. Lender to comply with the provisions of Se:::tion
2.16(e).
(g)
Mitigciion. If a,y Loa, Paiy is required to pay a:lditional a-nounts to or for thea::count
of the Lender pursua,t to this Se:::tion 2.16, then the Lender will use reaoonal:>le efforts (which shall
includee'forts to rebook the Re1olving Loa,s held by the Lender to a ne.v AppliCcble Lending Office, or
through a,other bra,ch or affiliae of the Lender) to cha,ge the juriooiction of its AppliCcble Lending
Office if, in the good faith judgment of the Lender, such efforts (i) will eliminate or, if it is not possible
to eliminate, reduce to the grEElest extent possible a,y such a:lditional payment which may there.tter
a::crue a,d (ii) is not otherwise disa:lvaita;Joous, in the sole determimtion of the Lender, to the Lender.
The Lender d aiming a,y indemnity payment or a:ldi ti onal a-nounts payal:>I e pursua,t to this Se:::ti on shal I
use reaoonal:>le efforts (consistent with legal a,d regulaory restrictions) to deliver to Borrower a,y
certificate or document reaoonal:>ly requested in writing by the Borrower or to cha,ge the juriooiction of
itsAppliCcble Lending Office if thema<ing of such a filing or cha,gewould avoid the need for or reduce
the anount of a,y such indemnity payma,t or a:lditional a-nounts tha may thereafter a::crue aid would
not, in the role determination of the Laider, be otherwise disa:lvaita;JOOUS to the Lender.
(h)
Confidentiality. Nothing contained in this Se:::tion shall require the Lender to ma<e
availal:>le a,y of its tax returns (or a,y other information that it deems to be confidential or proprietay).
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“controlled foreign corporation” related to the Borrower as described in Section 881(c)(3)(C) of the Code (a “U.S. Tax Compliance Certificate”) and (y) executed copies of IRS Form W-8BEN or IRS Form W- 8BEN-E; or (D) to the extent a Non-U.S. Lender is not the beneficial owner, executed copies of IRS Form W-8IMY, accompanied by IRS Form W-8ECI, IRS Form W-8BEN, IRS Form W-8BEN-E, a U.S. Tax Compliance Certificate substantially in the form of Exhibit D-1 or D-2, IRS Form W-9, and/or other certification documents from each beneficial owner, as applicable; provided that if the Non-U.S. Lender is a partnership and one or more direct or indirect partners of such Foreign Lender are claiming the portfolio interest exemption, such Non-U.S. Lender may provide a U.S. Tax Compliance Certificate substantially in the form of Exhibit D-2 on behalf of each such direct and indirect partner; (iii) any Non- U.S. Lender shall, to the extent it is legally entitled to do so, deliver to the Borrower (in such number of copies as shall be requested by the recipient) on or about the date which such Non-U.S. Lender becomes a Lender under this Agreement, at any time such Lender changes its Applicable Lending Office and from time to time thereafter upon the reasonable request of the Borrower), executed copies of any other form prescribed by applicable law as a basis for claiming exemption from or a reduction in U.S. federal withholding tax, duly completed, together with such supplementary documentation as may be prescribed by applicable law to permit the Borrower to determine the withholding or deduction required to be made; and (iv) if a payment made to a Lender under any Loan Document would be subject to U.S. federal withholding tax imposed by FATCA if such Lender were to fail to comply with the applicable reporting requirements of FATCA (including those contained in Section 1471(b) or 1472(b) of the Code, as applicable), such Lender
shall deliver to the Borrower at the time or times prescribed by law and at such time or times reasonably requested by the Borrower such documentation prescribed by applicable law (including as prescribed by Section 1471(b)(3)(C)(i) of the Code) and such additional documentation reasonably requested by the Borrower as may be necessary for the Borrower to comply with its obligations under FATCA and to determine that such Lender has complied with such Lender’s obligations under FATCA or to determine the amount, if any, to deduct and withhold from such payment. Solely for purposes of clause (iv), “FATCA” shall include any amendments made to FATCA after the date of this Agreement. (f) Exclusions. No Loan Party shall be required to indemnify any Non-U.S. Lender, or to pay any additional amount to any Non-U.S. Lender, pursuant to Sections 2.16(a), (b) or (c) in respect of Taxes or Other Taxes to the extent that the obligation to indemnify or pay such additional amounts, would not have arisen but for the failure of such Non-U.S. Lender to comply with the provisions of Section 2.16(e). (g) Mitigation. If any Loan Party is required to pay additional amounts to or for the account of the Lender pursuant to this Section 2.16, then the Lender will use reasonable efforts (which shall include efforts to rebook the Revolving Loans held by the Lender to a new Applicable Lending Office, or through another branch or affiliate of the Lender) to change the jurisdiction of its Applicable Lending Office if, in the good faith judgment of the Lender, such efforts (i) will eliminate or, if it is not possible to eliminate, reduce to the greatest extent possible any such additional payment which may thereafter accrue and (ii) is not otherwise disadvantageous, in the sole determination of the Lender, to the Lender. The Lender claiming any indemnity payment or additional amounts payable pursuant to this Section shall use reasonable efforts (consistent with legal and
regulatory restrictions) to deliver to Borrower any certificate or document reasonably requested in writing by the Borrower or to change the jurisdiction of its Applicable Lending Office if the making of such a filing or change would avoid the need for or reduce the amount of any such indemnity payment or additional amounts that may thereafter accrue and would not, in the sole determination of the Lender, be otherwise disadvantageous to the Lender. (h) Confidentiality. Nothing contained in this Section shall require the Lender to make available any of its tax returns (or any other information that it deems to be confidential or proprietary). 20

Section 2.17 Base Rae Loa,s Substitute:l for Affecte:l Euro-Doi la- Loa,s. If (a) the obl igation
of the Lender to rna<e or mantcin, or to convert outsta,ding Loa,s to, Euro-Doi la- Loa,s has been
suspende:l pursua,t to Section 2.13 or (b) the Lender has demande:l corrl)ensaion under Section 2.15(a)
with re:pect to its Euro-Doll a- Loa,sand, in a,y such case, the Borrower sha l, by at least four Business
Days' prior notice to the Lender, haveelecte:l that the provisions of this Section shall ~ply to the Lender,
then, unless aid until the Lender notifies the Borrower that the circumstaices giving rise to such
SU!'Pension or dema,d for corrl)ensaion no longer cPPly:
(i)
all Loa,s which would otherwise be made by the Lender as (or continue:l as or
converte:l into) Euro-Dolla- Loa,s shall instea::1 be Base Rate Loais (on which interest a,d
principal shall be payablecontempora,eously wi th the relate:l Euro Doll a- Loaisof the Lender;)
and
(ii)
ater eoch of its Euro-Dolla- Loais has been repcid, all payments of principal
that would otherwise be ~plie:l to repay such Loa,s shall instea::1 be ~plie:l to repay its Base
RateLoais.
If the Lender notifies the Borrower that the circumsta,ces giving rise to such notice no longer ~ply, the
principal amount of eoch such Base Rate Loa, shall beconverte:l into a Euro-Doll a- Loa, on the first day
of the next succeeding Interest Period cPPI i cable
Section 2.18

Adjustments to the Maximum Facility Amount.

(a)
Subject to the terms and conditions of this Agreement, the Borrower may, during the
Avalability Period by delivering to the Lender a Request for ai Adjustment in the form of Exhibit E,
request ai increase or decrease to the Maximum Facility Amount (eoch an " Optional Adjustment");
provide:l tha the Borrower may not request aiy adjustment after the occurrence and during the
conti nuaice of a Default.
Asa condition prece:lent to a, Optional Adj ustment, the Loa, Paiies shall deliver to the
(b)
Lender a certificate of the Loa, Paiies date:l the effective date of the Optional Adjustment, signe:l by
Authorize:l Officers of eoch Loa, Paiy, certifying that: (i) theresolutionsadopte:l by eoch Loa, Paiy
~proving or consenting to such Optional Adjustment a-e atta:;he:l thereto aid such resolutions a-e true
and correct aid have not been altere:l, amende:l or repeale:l and a-e in full forcea,d effect, (ii) before aid
after giving effect to the Optional Adjustment, (A) the representaionsand wa-raitiescontcine:l in Artide
Y... aid the other Loa, Documents a-e true and correct in all maerial re:pects (exa:pt to the extent aiy
such representation and wa-raity is qualifie:l by material ity or reference to Maerial Adverse Effect, in
which case, such representation and wa-raity shal I be true aid correct in al I re:pects) on and as of the
effedive dae of the Optional Adjustment, exa:pt to the extent thci such representaions aid wa-ra,ties
!'Pecificaly refer toa, ealier dae, in which case they were true and correct in all material re:pects(exa:pt
to the extent any such representation and wa-raity was qualifie:l by maeriality or reference to Ma:erial
Adverse Effect, in which case, such representation and wa-raity was true aid correct in all re:pects) as
of such ealier dae, and (8) that no Default exists, is continuing, or would result from the Optional
Adjustment and (iii) a,y necessa-y governmental, regulatory and third pa-ty ~prov al s requi re:l to ~prove
the Optional Increase, a-e attache:l thereto aid remcin in full force aid effect, in eoch case without a,y
action being ta<en by any competent authority which could restrci n or prevent such traisacti on or impose,
in the rearonable judgment of the Lender, materially adverse conditions upon the consummation of the
Optional Adj ustment. Upon the request of the Lender, the Borrower shal prepa-e, execute and deliver to
such Lender a Note payable to the order of such Lender in a:x:ordancewith Section 2.0S(d).
Section 2.19 Termination of the Facility. Notwithstanding anything herein to the contra-y, the
Lender may elect at aiy time, in its oole diocretion, to terminae this Agreement (rega-dless of whether
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Section 2.17 Base Rate Loans Substituted for Affected Euro-Dollar Loans. If (a) the obligation of the Lender to make or maintain, or to convert outstanding Loans to, Euro-Dollar Loans has been suspended pursuant to Section 2.13 or (b) the Lender has demanded compensation under Section 2.15(a) with respect to its Euro-Dollar Loans and, in any such case, the Borrower shall, by at least four Business Days’ prior notice to the Lender, have elected that the provisions of this Section shall apply to the Lender, then, unless and until the Lender notifies the Borrower that the circumstances giving rise to such suspension or demand for compensation no longer apply: (i) all Loans which would otherwise be made by the Lender as (or continued as or converted into) Euro-Dollar Loans shall instead be Base Rate Loans (on which interest and principal shall be payable contemporaneously with the related Euro Dollar Loans of the Lender;) and (ii) after each of its Euro-Dollar Loans has been repaid, all payments of principal that would otherwise be applied to repay such Loans shall instead be applied to repay its Base Rate Loans. If the Lender notifies the Borrower that the circumstances giving rise to such notice no longer apply, the principal amount of each such Base Rate Loan shall be converted into a Euro-Dollar Loan on the first day of the next succeeding Interest Period applicable. Section 2.18 Adjustments to the Maximum Facility Amount. (a) Subject to the terms and conditions of this Agreement, the Borrower may, during the Availability Period by delivering to the Lender a Request for an Adjustment in the form of Exhibit E, request an increase or decrease to the Maximum Facility Amount (each an “Optional Adjustment”); provided that the Borrower may not request any adjustment after the occurrence and during the continuance of a Default. (b) As a condition precedent to an Optional Adjustment, the Loan Parties shall deliver to the Lender a certificate of the
Loan Parties dated the effective date of the Optional Adjustment, signed by Authorized Officers of each Loan Party, certifying that: (i) the resolutions adopted by each Loan Party approving or consenting to such Optional Adjustment are attached thereto and such resolutions are true and correct and have not been altered, amended or repealed and are in full force and effect, (ii) before and after giving effect to the Optional Adjustment, (A) the representations and warranties contained in Article V and the other Loan Documents are true and correct in all material respects (except to the extent any such representation and warranty is qualified by materiality or reference to Material Adverse Effect, in which case, such representation and warranty shall be true and correct in all respects) on and as of the effective date of the Optional Adjustment, except to the extent that such representations and warranties specifically refer to an earlier date, in which case they were true and correct in all material respects (except to the extent any such representation and warranty was qualified by materiality or reference to Material Adverse Effect, in which case, such representation and warranty was true and correct in all respects) as of such earlier date, and (B) that no Default exists, is continuing, or would result from the Optional Adjustment and (iii) any necessary governmental, regulatory and third party approvals required to approve the Optional Increase, are attached thereto and remain in full force and effect, in each case without any action being taken by any competent authority which could restrain or prevent such transaction or impose, in the reasonable judgment of the Lender, materially adverse conditions upon the consummation of the Optional Adjustment. Upon the request of the Lender, the Borrower shall prepare, execute and deliver to such Lender a Note payable to the order of such Lender in accordance with Section 2.05(d). Section 2.19 Termination of the Facility.
Notwithstanding anything herein to the contrary, the Lender may elect at any time, in its sole discretion, to terminate this Agreement (regardless of whether 21

aiy Event of Defa.ilt has occurroo or is continuing at the time the Lender el eds to exercise sum right).
Upon sum terminaion, a the demaid of the Lender, the Borrower will (i) pay in full al outstanding
Ioais, al I interest a::cruoo aid unpaid thereon and a I other amounts payrol e under this Agreement aid
(ii) deposit in ai occount designaoo by aid with the Lender, in the name of the Lender, in same day funds,
ai amount equa to 103% of the aggregae undrawn statoo amounts of al LE:tters of Crooit that are
outstanding on such dale.

ARTICLE Ill
LETTERS OF CREDIT
SEdion 3.01

Letters of Crooit.

(a)
The Lender agrees, on the terms aid conditions set forth in this Agreement, to consider
requests from the Borrower or aiy of its Subsidiaries that the Lender (i) ma<eRe.iolving Loaisfrom time
to time on aiy business Day during theAvailroility Period or (ii) issueLE:ttersof Crooit from time to time
on aiy Business Day during the A vai Iroi Ii ty Period for the account, aid upon the request, of the Borrower
aid in support of such obligations of the Borrower or aiy Affil iate of the Borrower tha are reas:>nroly
oo:eptrole to the Lender.
(b)
Notwithstanding aiything to the contrary set forth herein, this Agreement is not a
commitment on the part of the Lender to ma<eaiy Re.iolving Loai or issueaiy Letter of Crooit but rather
sets forth the procooures to be used in connedion with requests from the Borrower or aiy of its
Subsidiaries for the Lender to issue Letters of Crooit from timetotimeduring the period from the Closing
Date until the Termination Date aid, if the Lender issues aiy LE:ttersof Crooit hereunder, the Borrower's
obligations to the Lender with re::pe:;t thereto.

SEdion 3.02 Method of lssuaiceof LE:ttersof Crooit. The Borrower shal give the Lender notice
substaitialy in the form of Exhibit A-3 to this Agreement (a " Later of Crooit Request") of the requested
issuaiceor extension of ai Letter of Crooit prior to 1:00 P.M. (New York, New York time) three Business
Dayspriorto the proposed date of theissuaiceor extension of Letters of Crooit (which sha l be a Business
Day) (or such shorter period as may be agrea::l by the Lender in aiy particular instaice), specifying the
dcie such Letter of Crooi t is to be issuoo or extendoo aid describing the terms of such L Etter of Crooi t and
the nciure of the traisactions to be supportoo thereby. The extension or renewa of aiy Later of Crooit
shal bedeemoo to beai issuaiceof such Letter of Crooit, aid if aiy Letter of Crooit containsaprovision
pursuait to which it is deemoo to be extendoo unless notice of terminciion is given by the Lender, the
Lender shall timely give such notice of terminciion unless it has theretofore timely receivoo a Later of
Crooit Request and the other conditions to issuaice of a Later of Crooit have theretofore been met with
respe:;t to such extension. No Letter of Crooit shall have a term of more thai one year. providoo, thci no
Letter of Crooit shall have a term extending or be ro extendible beyond the fifth Business Day bdorethe
Termimiion Ocie; providoo, further, thci a Later of Crooit may have a term extending or bero extendible
(whether by extension or ci the time of issuaice) beyond the fifth Business Day before the Termination
Date, ro long as (A) such Later of Crooit is Gash Collateralizoo on the Terminciion Ocie aid (B) the
statoo expiry date is no more thai one yea- from the dcie of issuaice or extension thereof.. Prompt! y after
its delivery of aiy Letter of Crooit or aiy amendment to a Letter of Crooit toai advising balk with re::pe:;t
thereto or to the beneficiary thereof, the Lender wi 11 deliver to the Borrower a true aid c:orl1)1 ete copy of
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any Event of Default has occurred or is continuing at the time the Lender elects to exercise such right). Upon such termination, at the demand of the Lender, the Borrower will (i) pay in full all outstanding loans, all interest accrued and unpaid thereon and all other amounts payable under this Agreement and (ii) deposit in an account designated by and with the Lender, in the name of the Lender, in same day funds, an amount equal to 103% of the aggregate undrawn stated amounts of all Letters of Credit that are outstanding on such date. ARTICLE III LETTERS OF CREDIT Section 3.01 Letters of Credit. (a) The Lender agrees, on the terms and conditions set forth in this Agreement, to consider requests from the Borrower or any of its Subsidiaries that the Lender (i) make Revolving Loans from time to time on any business Day during the Availability Period or (ii) issue Letters of Credit from time to time on any Business Day during the Availability Period for the account, and upon the request, of the Borrower and in support of such obligations of the Borrower or any Affiliate of the Borrower that are reasonably acceptable to the Lender. (b) Notwithstanding anything to the contrary set forth herein, this Agreement is not a commitment on the part of the Lender to make any Revolving Loan or issue any Letter of Credit but rather sets forth the procedures to be used in connection with requests from the Borrower or any of its Subsidiaries for the Lender to issue Letters of Credit from time to time during the period from the Closing Date until the Termination Date and, if the Lender issues any Letters of Credit hereunder, the Borrower’s obligations to the Lender with respect thereto. Section 3.02 Method of Issuance of Letters of Credit. The Borrower shall give the Lender notice substantially in the form of Exhibit A-3 to this Agreement (a “Letter of Credit Request”) of the requested issuance or extension of an Letter of Credit prior to 1:00 P.M. (New York, New York
time) three Business Days prior to the proposed date of the issuance or extension of Letters of Credit (which shall be a Business Day) (or such shorter period as may be agreed by the Lender in any particular instance), specifying the date such Letter of Credit is to be issued or extended and describing the terms of such Letter of Credit and the nature of the transactions to be supported thereby. The extension or renewal of any Letter of Credit shall be deemed to be an issuance of such Letter of Credit, and if any Letter of Credit contains a provision pursuant to which it is deemed to be extended unless notice of termination is given by the Lender, the Lender shall timely give such notice of termination unless it has theretofore timely received a Letter of Credit Request and the other conditions to issuance of a Letter of Credit have theretofore been met with respect to such extension. No Letter of Credit shall have a term of more than one year, provided, that no Letter of Credit shall have a term extending or be so extendible beyond the fifth Business Day before the Termination Date; provided, further, that a Letter of Credit may have a term extending or be so extendible (whether by extension or at the time of issuance) beyond the fifth Business Day before the Termination Date, so long as (A) such Letter of Credit is Cash Collateralized on the Termination Date and (B) the stated expiry date is no more than one year from the date of issuance or extension thereof.. Promptly after its delivery of any Letter of Credit or any amendment to a Letter of Credit to an advising bank with respect thereto or to the beneficiary thereof, the Lender will deliver to the Borrower a true and complete copy of 22

sud, Letter of Credit or amerlClmerit.
Section 3.03 Conditions to lssua,ce of Letters of Credit. The issua,ce by the Lerider of eoch
Letter of Credit shall , in a:ldition to the conditions pra::Ederit set forth in Article IV, be subject to the
conditions pra::Ederit that (a) sudi Letter of Credit shall be satisfactory in form a,d substa,ce to the
Lerider, a,d (b) the Borrower a,d, if appliccble, a,y sudi Affiliate of the Borrower, shall have executed
a,d delivered sud, other instruments a,d agreema,ts relating to sudi Letter of Credit as the Lerider shall
have rea:oonci:>ly requested.
Section 3.04 DraNings under Letters of Credit. Upon receipt from the berieficiary of a,y Letter
of Credit of any notice of adraNing under sud, Letter of Credit, theLerider shall determine in a:::corda,ce
with the terms of such Letter of Credit whether sudi draNing should be honored. If the Lerider determines
that a,y sud, draNing shall be honored, the LerlCler shal l mal<eava lci:>leto sudi berieficiary in a:::corda,ce
with the terms of sudi Letter of Credit the amount of the draNi ng a,d shal I notify the Borrower as to the
amount to be pad asa result of such draNing and the payment date.
Section 3.05 Ra mbursemerit Obi i qai ons. The Borro.ver shal I be i rrevocci:>I y and unconditional Iy
obi i gated forthwith to re mburse the L erider for any amounts pad by the Lerider upon a,y draNi ng under
a,y Letter of Credit, together with any and all rea:oonci:>le diarges a,d experises which the Lerider may
pay or incur rel ai veto sudi draNi ng a,d interest on the amount draNn at the rate appl iccbl e to Base Rate
Loa,s for eoch day from a,d induding the dae such amount is draNn to but exduding the date sudi
rambursemerit paymerit is due and payci:>le. Sudi rambursemerit paymerit shall beduecl'ld payci:>le (a) a
or before 1:00 P.M. (New York, New York ti me) on the date the Lerlder notifies the Borrower of sudi
draNing, if such day isaBusinessDay and such noticeisgiveri at or before 10:00 A.M. (New York, New
York time) on such date or (b) a or before 10:00 A.M. (New York, New York time) on the next
succoo::ling Business Day, if such notice is giveri ctter 10:00 A.M. (New York, New York time) on a
Business Day or at a,y time on a day that is not a Business Day; provided, that no paymerit otherwise
required by thissentericeto bema:leby the Borrower a or before 1:00 P.M. (New York, New York time)
on any day shal I be overdue hereunder if arranganerits for such paymerit satisfactory to the L erider, in its
rea:oonci:>le dis::retion, shall have been ma:le by the Borrower a or before 1:00 P.M. (New York, New
York time) on such day and sudi paymerit is actually ma:lect or before3:00 P.M. (New York, New York
time) on such day. In a:ldition, the Borrower agrees to pay to the Lender interest, payci:>le on demand, on
any cl1d all amounts not pad by the Borrower to the Lender when due under this Section 3.05, for eoch
day from a,d including the dcte when such amount becomes due to but excluding the dcte such amount
is pad in ful I, whether before or after j udgmerit, a a rate per annum equal to the sum of 2% pl us the rate
appliccble to Base Rate Loans for such day. Each payment to be ma:le by the Borrower pursua,t to this
Section 3.05 shal l bema:letotheLender in Federal or other funds immediately avalci:>leto it at itsa:ldress
referred to Section 8.01 .
Section 3.06 Reliance. Any action tal<eri or omitted to be tal<eri by the Lerider under or in
connection with a,y Letter of Credit shall not creae for the LerlCler a,y resulting lici:>ility if tal<en or
omitted in the ci:>sence of gross negligence or willful misconduct. Lender shall be entitled (but not
obligated) to rely, and shall be fully protected in relying, on the representation and warra,ty by the
Borrower set forth in the last senterice of Section 4.02 to estci:>lish whether the conditions ~Erified in
daises (b) a,d (c) of Section 4.02 are met in conna:::tion with a,y issua,ce or exterision of a Letter of
Credit. Lender shall beerititled to rely, and shall be fully protected in relying, upon a:lviceand statements
of Iegal counsel , i ndeperident accountants and other experts selected by the Lender and upon any Letter
of Credit, draft, writing, reoolution, notice, consent, certificate, affidavit, letter, crolegram, telegram,
tela:::opier, telex or teletype message, statement, order or other documerit believed by it in good fath to
be genuine and correct a,d to have been signed, sent or ma:le by the proper Person or Persons. a,d may
accept documents that appea- on their face to be in order, without re,ponsibility for further investigation,
regardIess of a,y notice or information to the contrary uni ess the beneficiary and the Borrower shal I have
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such Letter of Credit or amendment. Section 3.03 Conditions to Issuance of Letters of Credit. The issuance by the Lender of each Letter of Credit shall, in addition to the conditions precedent set forth in Article IV, be subject to the conditions precedent that (a) such Letter of Credit shall be satisfactory in form and substance to the Lender, and (b) the Borrower and, if applicable, any such Affiliate of the Borrower, shall have executed and delivered such other instruments and agreements relating to such Letter of Credit as the Lender shall have reasonably requested. Section 3.04 Drawings under Letters of Credit. Upon receipt from the beneficiary of any Letter of Credit of any notice of a drawing under such Letter of Credit, the Lender shall determine in accordance with the terms of such Letter of Credit whether such drawing should be honored. If the Lender determines that any such drawing shall be honored, the Lender shall make available to such beneficiary in accordance with the terms of such Letter of Credit the amount of the drawing and shall notify the Borrower as to the amount to be paid as a result of such drawing and the payment date. Section 3.05 Reimbursement Obligations. The Borrower shall be irrevocably and unconditionally obligated forthwith to reimburse the Lender for any amounts paid by the Lender upon any drawing under any Letter of Credit, together with any and all reasonable charges and expenses which the Lender may pay or incur relative to such drawing and interest on the amount drawn at the rate applicable to Base Rate Loans for each day from and including the date such amount is drawn to but excluding the date such reimbursement payment is due and payable. Such reimbursement payment shall be due and payable (a) at or before 1:00 P.M. (New York, New York time) on the date the Lender notifies the Borrower of such drawing, if such day is a Business Day and such notice is given at or before 10:00 A.M. (New York, New
York time) on such date or (b) at or before 10:00 A.M. (New York, New York time) on the next succeeding Business Day, if such notice is given after 10:00 A.M. (New York, New York time) on a Business Day or at any time on a day that is not a Business Day; provided, that no payment otherwise required by this sentence to be made by the Borrower at or before 1:00 P.M. (New York, New York time) on any day shall be overdue hereunder if arrangements for such payment satisfactory to the Lender, in its reasonable discretion, shall have been made by the Borrower at or before 1:00 P.M. (New York, New York time) on such day and such payment is actually made at or before 3:00 P.M. (New York, New York time) on such day. In addition, the Borrower agrees to pay to the Lender interest, payable on demand, on any and all amounts not paid by the Borrower to the Lender when due under this Section 3.05, for each day from and including the date when such amount becomes due to but excluding the date such amount is paid in full, whether before or after judgment, at a rate per annum equal to the sum of 2% plus the rate applicable to Base Rate Loans for such day. Each payment to be made by the Borrower pursuant to this Section 3.05 shall be made to the Lender in Federal or other funds immediately available to it at its address referred to Section 8.01. Section 3.06 Reliance. Any action taken or omitted to be taken by the Lender under or in connection with any Letter of Credit shall not create for the Lender any resulting liability if taken or omitted in the absence of gross negligence or willful misconduct. Lender shall be entitled (but not obligated) to rely, and shall be fully protected in relying, on the representation and warranty by the Borrower set forth in the last sentence of Section 4.02 to establish whether the conditions specified in clauses (b) and (c) of Section 4.02 are met in connection with any issuance or extension of a Letter of Credit. Lender shall
be entitled to rely, and shall be fully protected in relying, upon advice and statements of legal counsel, independent accountants and other experts selected by the Lender and upon any Letter of Credit, draft, writing, resolution, notice, consent, certificate, affidavit, letter, cablegram, telegram, telecopier, telex or teletype message, statement, order or other document believed by it in good faith to be genuine and correct and to have been signed, sent or made by the proper Person or Persons, and may accept documents that appear on their face to be in order, without responsibility for further investigation, regardless of any notice or information to the contrary unless the beneficiary and the Borrower shall have 23

noti fied the Lender that such documents do not comply with the terms and conditions of the Letter of
Credit. The Lender shal be ful ly justified in refusing to take any a::tion requested of it under this Sa::tion
in re;poct of any Letter of Credit. Notwithsta,ding any other provision of this Sa::tion, the Lender shal
in al Cca!S be fully protocted in a::ting, or in refraining from a::ting, under this Sa::tion in re;poct of any
Letter of Credit in axordance with a request of the Lender, aid such request aid any a::tion taken or
failure to a::t pursuant hereto shal be binding upon the Lender aid al future holders of participctions in
such Letter of Credit; provided, that this sentence shal not affoct any rights the Borrower may have
cgai nst the Lender that make such request.

Sa::tion 3.07 Obligations in Re:poct of Letters of Credit Unconditiona. The obligaions of the
Borrower under Sa::tion 3.05 above shal be rorolute, unconditiona aid irrevocci:)le, and sha l be
performed strictly in occordance with the terms of this Agreement, under a l circumstances whatroever,
including, without limitction, the following circumstances:
(a)
any led of vaidity or enforceooility of this Agreement or any Letter of Credit or any
document rel cted hereto or thereto;

any amendment or waiver of or any consent to departure from a I or any of the provisions
(b)
of this Agreement or any Letter of Credit or any document related hereto or thereto;
(c)
the use which may be made of the Letter of Credit by, or any a::ts or omission of, a
beneficiary of a Letter of Credit (or any Perron for whom the beneficiary may bea::ting);
(d)
the existence of any claim, set-off, defense or other rights that the Borrower may have at
any time cgainst a beneficiary of a Letter of Credit (or any Perron for whom the beneficiary may be
a::ting), the Lender or any other Perron, whether in connoctionwith this Agreement or any Letter of Credit
or any document related hereto or thereto or any unrelated transaction;
(e)
any statement or any other document presented under a Letter of Credit proving to be
forged, fraudulent or invaid in any re;poct or any stctement therein being untrue or inaccurate in any
respoct whctroever;
(f)
payment under a Letter of Credit cgainst presentation to the Lender of a drat or certificate
that does not corrply with the terms of such Letter of Credit; provided, thci the Lender's determination
that documents presented under such Letter of Credit corrply with the terms thereof shal not have
constituted grOS$ negIi gence or wi II f ul mi oconduct of the Lender; or
any other a::t or omission to a::t or delay of any kind by the Lender or any other Perron
(g)
or any other event or drrumstance whatroever that might, but for the provisions of this subsoction (g),
constitute a lega or equitrole discharge of the Borrower's obligations hereunder.
Nothing in this Sa::tion 3.07 is intended to limit the right of the Borrower to make a claim cgainst the
Lender for damcges as conterrplcted by theproviro to the first sentence of Sa::tion 3.09.
Sa::tion 3.08 Indemnification in Re:poct of Letters of Credit. Neither the Lender nor its affiliates
nor any of their respoctiveofficers, diroctors, employees or cgentssha l beliroleor re;ponsible, by reeron
of or in connoction with theexerution and delivery or transfer of or payment or failure to pay under any
Letter of Credit, including, without limitation, any of the circumstances enumerated in Sa::tion 3.07, as
wel l as (i) any error, omission, interruption or delay in transmission or del ivery of any messcges, by mail,
cci:)le, telegraph, telex or otherwise, (ii) any error in interpretation of ta::hnica terms, (iii) any lossor delay
in the transmission of any document required in order to make a dra.ving under a Letter of Credit, (iv)
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notified the Lender that such documents do not comply with the terms and conditions of the Letter of Credit. The Lender shall be fully justified in refusing to take any action requested of it under this Section in respect of any Letter of Credit. Notwithstanding any other provision of this Section, the Lender shall in all cases be fully protected in acting, or in refraining from acting, under this Section in respect of any Letter of Credit in accordance with a request of the Lender, and such request and any action taken or failure to act pursuant hereto shall be binding upon the Lender and all future holders of participations in such Letter of Credit; provided, that this sentence shall not affect any rights the Borrower may have against the Lender that make such request. Section 3.07 Obligations in Respect of Letters of Credit Unconditional. The obligations of the Borrower under Section 3.05 above shall be absolute, unconditional and irrevocable, and shall be performed strictly in accordance with the terms of this Agreement, under all circumstances whatsoever, including, without limitation, the following circumstances: (a) any lack of validity or enforceability of this Agreement or any Letter of Credit or any document related hereto or thereto; (b) any amendment or waiver of or any consent to departure from all or any of the provisions of this Agreement or any Letter of Credit or any document related hereto or thereto; (c) the use which may be made of the Letter of Credit by, or any acts or omission of, a beneficiary of a Letter of Credit (or any Person for whom the beneficiary may be acting); (d) the existence of any claim, set-off, defense or other rights that the Borrower may have at any time against a beneficiary of a Letter of Credit (or any Person for whom the beneficiary may be acting), the Lender or any other Person, whether in connection with this Agreement or any Letter of Credit or any document related hereto or thereto or any unrelated transaction; (e) any
statement or any other document presented under a Letter of Credit proving to be forged, fraudulent or invalid in any respect or any statement therein being untrue or inaccurate in any respect whatsoever; (f) payment under a Letter of Credit against presentation to the Lender of a draft or certificate that does not comply with the terms of such Letter of Credit; provided, that the Lender’s determination that documents presented under such Letter of Credit comply with the terms thereof shall not have constituted gross negligence or willful misconduct of the Lender; or (g) any other act or omission to act or delay of any kind by the Lender or any other Person or any other event or circumstance whatsoever that might, but for the provisions of this subsection (g), constitute a legal or equitable discharge of the Borrower’s obligations hereunder. Nothing in this Section 3.07 is intended to limit the right of the Borrower to make a claim against the Lender for damages as contemplated by the proviso to the first sentence of Section 3.09. Section 3.08 Indemnification in Respect of Letters of Credit. Neither the Lender nor its affiliates nor any of their respective officers, directors, employees or agents shall be liable or responsible, by reason of or in connection with the execution and delivery or transfer of or payment or failure to pay under any Letter of Credit, including, without limitation, any of the circumstances enumerated in Section 3.07, as well as (i) any error, omission, interruption or delay in transmission or delivery of any messages, by mail, cable, telegraph, telex or otherwise, (ii) any error in interpretation of technical terms, (iii) any loss or delay in the transmission of any document required in order to make a drawing under a Letter of Credit, (iv) 24

any consequa,ces a-ising from ca.Jses beyond the control of ruch indemnitee, induding without
limitation, any governma,t acts, or (v) any other circumstanceswhatooever in ma<ing or failing to ma<e
payment under ruch Later of Credit; provided, tha the Borrower shal not be required to indemnify the
Lender for any d aims, damages, Iosses, Ii abi Ii ti es, costs or expenses, and the Borrower sha I have ad aim
against the Lender for diroct (but not consequentia) damagess.Jffered by it, to the extent found by a court
of competent j uriooiction in a fina , non-appeaable judgment or order to have been ca.Jsed by (i) the
willful misconduct or gross negliga,ce of the Lender in determining whether a request presented under
any Later of Credit issued by it oomplied with the terms of ruch Later of Credit or (ii) the Lender's
failure to pay under any Later of Credit issued by it ctter the presentation to it of a request strictly
complying with the terms and conditions of ruch Later of Credit. Nothing in thisSa::tion 3.08 is intended
to limit the obligations of the Borrower under any other provision of this Agreement.
Sa::ti on 3.09 I SP98. The rules of the "International Standby Practices 1998" as published by the
lnternaiona Chamber of Commerce most ra::ently a the time of issuance of any Later of Credit shal
apply to ruch Later of Credit unless otherwise expressly provided in such Later of Credit.
ARTICLE IV
CONDITIONS
Sa::tion4.01 Conditions to Closing. Theobligaion of the Lender to make a Loan or issue a Later
of Credit on the occasion of the first Credit Event hereunder is rubj oct to the sai s action of the fol Iowing
conditions:
(a)
This Agreement. The Lender shal have rocaved counterparts hereof signed by eoch of
the parties hereto (or, in the case of any party as to which an exocuted counterpart sha I not have been
rocaved, rocapt by the La,der in form satisactory to it of telegraphic, telex, facsimi le or other writta,
oonfi rmati on from such party of exocuti on of a counterpart hereof by ruch party).
(b)
Notes. On or prior to the Effoctive Date, the Lender shal have rocaved a duly exocuted
Note for the account of the Lender requesting delivery of a Note pursuant to Sa::tion 2.05.
(c)
Officers' Certificate. TheLendershal haverocavedacertificaedaedtheEffoctiveDae
signed on be'1af of eoch Loan Party by any Authorized Officer of ruch Loan Pa-ty stating that (A) on the
Effoctive Date and after giving effoct to the Loans and Letters of Credit being made or issued on the
Effoctive Date, no Default shal have occurred and be continuing, and (B) the representations and
warranties of ruch Loan Party contained in the Loan Documents a-e true and corroct on and as of the
Effoctive Dae, ex<::Ept to the extent that ruch representations and wa-ranti es ~eci fi ca Iy ref er to an ea-Ii er
date in which case they were true and corroct as of ruch earlier date.
(d)
Secretary's Certificates. On the Effoctive Dae, the Lender shal have rocaved (i) a
certificate of the Secraa-y of Stae (or equi va ent body) of the j uri ooi cti on of incorporation daed as of a
ra::ent date, asto the good standing of eoch Loan Party and (i i) a certificaeof theSecraa-y or an Assistant
Secretary of eoch Loan Party dated the Effoctive Date and certifying (A) tha attached thereto is a true,
corroct and compl ae oopy of (x) the arti des of incorporation of ruch Loan Party certi tied by the Secraa-y
of State (or equivaent body) of the juriooiction of incorporation of such Loan Party and (y) the byla.vs
of such Loan Party, (B) as to the absence of disoolution or liquidation proceedings by or against such
Loan Party, (C) that atached thereto is a true, corroct and complete copy of resolutions adopted by the
boa"d of diroctors of such Loan Party authorizing the exocution, delivery and performance of the Loan
Documents to which such Loan Party is a party and eoch other document del ivered in connocti on herewith
or therewith and that ruch resolutions have not been amended and a-e in full force and effoct on the date
of ruch certificate and (D) as to the incumb€flcy and ~ocima, signatures of each officer of such Loan
Party exocuti ng the Loan Documents to which ruch Loan Party is a party or any other document delivered
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any consequences arising from causes beyond the control of such indemnitee, including without limitation, any government acts, or (v) any other circumstances whatsoever in making or failing to make payment under such Letter of Credit; provided, that the Borrower shall not be required to indemnify the Lender for any claims, damages, losses, liabilities, costs or expenses, and the Borrower shall have a claim against the Lender for direct (but not consequential) damages suffered by it, to the extent found by a court of competent jurisdiction in a final, non-appealable judgment or order to have been caused by (i) the willful misconduct or gross negligence of the Lender in determining whether a request presented under any Letter of Credit issued by it complied with the terms of such Letter of Credit or (ii) the Lender’s failure to pay under any Letter of Credit issued by it after the presentation to it of a request strictly complying with the terms and conditions of such Letter of Credit. Nothing in this Section 3.08 is intended to limit the obligations of the Borrower under any other provision of this Agreement. Section 3.09 ISP98. The rules of the “International Standby Practices 1998” as published by the International Chamber of Commerce most recently at the time of issuance of any Letter of Credit shall apply to such Letter of Credit unless otherwise expressly provided in such Letter of Credit. ARTICLE IV CONDITIONS Section 4.01 Conditions to Closing. The obligation of the Lender to make a Loan or issue a Letter of Credit on the occasion of the first Credit Event hereunder is subject to the satisfaction of the following conditions: (a) This Agreement. The Lender shall have received counterparts hereof signed by each of the parties hereto (or, in the case of any party as to which an executed counterpart shall not have been received, receipt by the Lender in form satisfactory to it of telegraphic, telex, facsimile or other written confirmation from such party of
execution of a counterpart hereof by such party). (b) Notes. On or prior to the Effective Date, the Lender shall have received a duly executed Note for the account of the Lender requesting delivery of a Note pursuant to Section 2.05. (c) Officers’ Certificate. The Lender shall have received a certificate dated the Effective Date signed on behalf of each Loan Party by any Authorized Officer of such Loan Party stating that (A) on the Effective Date and after giving effect to the Loans and Letters of Credit being made or issued on the Effective Date, no Default shall have occurred and be continuing, and (B) the representations and warranties of such Loan Party contained in the Loan Documents are true and correct on and as of the Effective Date, except to the extent that such representations and warranties specifically refer to an earlier date in which case they were true and correct as of such earlier date. (d) Secretary’s Certificates. On the Effective Date, the Lender shall have received (i) a certificate of the Secretary of State (or equivalent body) of the jurisdiction of incorporation dated as of a recent date, as to the good standing of each Loan Party and (ii) a certificate of the Secretary or an Assistant Secretary of each Loan Party dated the Effective Date and certifying (A) that attached thereto is a true, correct and complete copy of (x) the articles of incorporation of such Loan Party certified by the Secretary of State (or equivalent body) of the jurisdiction of incorporation of such Loan Party and (y) the bylaws of such Loan Party, (B) as to the absence of dissolution or liquidation proceedings by or against such Loan Party, (C) that attached thereto is a true, correct and complete copy of resolutions adopted by the board of directors of such Loan Party authorizing the execution, delivery and performance of the Loan Documents to which such Loan Party is a party and each other document delivered in connection herewith or therewith and that such resolutions have not
been amended and are in full force and effect on the date of such certificate and (D) as to the incumbency and specimen signatures of each officer of such Loan Party executing the Loan Documents to which such Loan Party is a party or any other document delivered 25

in connection here.vith or there.vith.
(e)
Opinions of Counsel. On the Effective Dae, the Lender shal have roceived from counsel
to the Loa1 Pa-ties, opinions a:Jdressed to the Lender, dated the Effective Dae, substantialy in the form
of Exhibit C hereto.
(f)
Consents. All necessay governmenta (domestic or foreign), regulctory and third paiy
cPProva s, if any, arthori zing borrowings hereunder in connection with the transocti ons contemplated by
this Agreement and the other Loan DOOJments shal have been obtaned and reman in full force and
afect, in eoch case without any oction being ta<en by any competent ruthori ty which could restran or
pre,,ent such transoction or impose, in the reaoonc0le j udgment of the Lender, mcterialy a:Jverse
conditions upon the consummation of such transoctions: provided that any such cPProvas with r ~ to
increases in the Maximum Focil ity Amount as contemplated by Section 2.18 need not be obtaned or
provided until Borrower ma<esany such election.
(g)
Payment of Fees. All costs, fees and expensesduetotheArra,ger and the Lender a::crued
through the Effective Dcteshal have been pad in full.
(h)
Counsel Fees. The Lender shal have roceived ful I payment from the Borrower of the fees
and expenses of Winston & Strawn LLPdes::ribed in Section 8.03 which a-ebilled through the Effective
Date and which have been invoiced one Business Day prior to the Effective Dae.
Section4.02 Conditions to All Credit Events. The obligation of the Lender to consider any Credit
Event hereunder is subject to the sati sf octi on of the following conditions:
(a)
roceipt by the Lender of a Borrowing Request as required by Section 2.03, or roceipt by
the Lender of a Letter of Credit Request as required by Section 3.02;
(b)
thefoct that, immediately baoreand after giving a fect to such Credit Event, no Darult
shal have occurred and be continuing; and
(c)
the foct that the representaions and wa-ranties of the Loan Pa-ties contaned in this
Agreement and the other Loa1 DOOJments sha l be true and correct on and as of the dae of such Credit
Event, except to the extent tha such representai ons and wa-ranti es spoo fi ca Iy ra er to an eerl i er date, in
which case they were true and correct asof such eerlier date and except for the representations in Section
5.04{c), Section 5.05, Section 5.13 and Section 5.14(a), which shal be deemed only to relatetothema:ters
raerred to therein on and as of the Effective Dae.
Each Credit Event under this Agreement sha I be deemed to be a representai on and wa-ranty by the
Loa1 Pa-ties on thedaeof such Credit Event asto thefoctssp€Cified in dauses(b) and (c) of this Section.

ARTICLE V
REPRESENTATIONSAND WARRANTIES
The Gua-antor represents and wa-rants tha, and as to the Borrower, the Borrower represents and
wa-rants tha:
Section 5.01 Status. The Borrower isacorporaion duly organized, vaidly existing and in good
standing under the Iws of the Stae of Del ware and has the corporae arthori ty to execute and deliver
this Agreement and eoch other Loa1 DOOJment to which it isapaiy and perform itsobligationshereunder
and thereunder. The Gua-antor is a corporation duly organized, vaidly existing and in good standing
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in connection herewith or therewith. (e) Opinions of Counsel. On the Effective Date, the Lender shall have received from counsel to the Loan Parties, opinions addressed to the Lender, dated the Effective Date, substantially in the form of Exhibit C hereto. (f) Consents. All necessary governmental (domestic or foreign), regulatory and third party approvals, if any, authorizing borrowings hereunder in connection with the transactions contemplated by this Agreement and the other Loan Documents shall have been obtained and remain in full force and effect, in each case without any action being taken by any competent authority which could restrain or prevent such transaction or impose, in the reasonable judgment of the Lender, materially adverse conditions upon the consummation of such transactions; provided that any such approvals with respect to increases in the Maximum Facility Amount as contemplated by Section 2.18 need not be obtained or provided until Borrower makes any such election. (g) Payment of Fees. All costs, fees and expenses due to the Arranger and the Lender accrued through the Effective Date shall have been paid in full. (h) Counsel Fees. The Lender shall have received full payment from the Borrower of the fees and expenses of Winston & Strawn LLP described in Section 8.03 which are billed through the Effective Date and which have been invoiced one Business Day prior to the Effective Date. Section 4.02 Conditions to All Credit Events. The obligation of the Lender to consider any Credit Event hereunder is subject to the satisfaction of the following conditions: (a) receipt by the Lender of a Borrowing Request as required by Section 2.03, or receipt by the Lender of a Letter of Credit Request as required by Section 3.02; (b) the fact that, immediately before and after giving effect to such Credit Event, no Default shall have occurred and be continuing; and (c) the fact that the representations and warranties of the Loan Parties
contained in this Agreement and the other Loan Documents shall be true and correct on and as of the date of such Credit Event, except to the extent that such representations and warranties specifically refer to an earlier date, in which case they were true and correct as of such earlier date and except for the representations in Section 5.04(c), Section 5.05, Section 5.13 and Section 5.14(a), which shall be deemed only to relate to the matters referred to therein on and as of the Effective Date. Each Credit Event under this Agreement shall be deemed to be a representation and warranty by the Loan Parties on the date of such Credit Event as to the facts specified in clauses (b) and (c) of this Section. ARTICLE V REPRESENTATIONS AND WARRANTIES The Guarantor represents and warrants that, and as to the Borrower, the Borrower represents and warrants that: Section 5.01 Status. The Borrower is a corporation duly organized, validly existing and in good standing under the laws of the State of Delaware and has the corporate authority to execute and deliver this Agreement and each other Loan Document to which it is a party and perform its obligations hereunder and thereunder. The Guarantor is a corporation duly organized, validly existing and in good standing 26

under the laws of the Commonwealth of Permsylva,ia a,d has the corporate authority to execute a,d
deliver this Agreement and ea::h other Loa, Document to which it is a paiy a,d perform its obligciions
hereunder a,d thereunder.
Section 5.02Authority: No Conflict. Theexecution, del ivery a,d performa,ceby eEK:h Loa, Paiy
of thisAgrea-nent and ea::h other Loa, Document to which it isa paiy have been duly authorizoo by all
ne::essay corporate action and do not violate (i) a,y provision of law or regulation, or a,y da::ree, order,
writ or judgment, (ii) a,y provision of its aiides of incorporation or bylws, or (iii) result in the brea::h
of or constitute a default under a,y indenture or other a,Jrea-nent or instrument to which ruch Loa, Pcrty
is a paiy; providoo thci a,y election to increase the Maximum Facility Amount as conteni,lcioo in
Section 2.18 shall require further authorization of each Loan Party's goveming body and may require
additional authorizations, consents or approvasfrom a Governmental Authority.
Section 5.03 Legality: Etc. ThisAgrea-nent and eEK:h other Loa, Document (other tha, the Notes)
to which ruch Loa1 Paiy isapaiy constitutethelegal , valid a,d binding obligations of ruch Loa, Pcrty,
a,d the Notes, when executoo a,d deliveroo in accorda,ce with this Agrea-nent, will constitute legal,
vaid a,d binding obligciions of the Borrower, in eEK:h case enforcerole a,Jcinst the Borrower in
accorda,ce with their terms ex~t to the extent limitoo by (a) ba,kruptcy, inrolvency, fraudulent
conveya,ce or roorga,ization laws or by other similar lws relciing to or affecting the enforceroility of
creditors' rights generall y and by general equitable principles which may limit the right to obtain equitable
rema:lies regardless of whether enforcement is consideroo in a proceeding of lw or equity or (b) a,y
applicable publ ic policy on enforceroility of provisions relciing to contribution a,d indemnificciion.
Section 5.04

Fina,cial Condition.

(a)
Auditoo Financial Statements. The conrolidatoo bala,ce sheet of the Guara1tor a,d its
Conrolidatoo Subsidiaries as of Da::ernber 31 , 2019 a,d the relatoo conrolidatoo stctements of income
a,d cash flows for the fi sea yea: then endoo, reportoo on by Deloitte & Touche LL P, copies of which
have been deliveroo to the Lender, farly present, in conformity with GAAP, the conrolidated fina,cia
position of the Guara,tor a,d its Conrol idated Subsi diaries as of ruch dcie a,d their consol i dcioo results
of operciionsa,d cash flows for ruch fi sca yea:.
(b)

(Intentional ly Omitted) .

(c)
Material Adverse Cha,ge. Since Da::ernber 31 , 2019 there has been no cha,ge in the
business, assets, fina1cial condition or operciions of the Guara,tor and its Conrolidatoo Subsidiaries,
considered as a whole thct would materially aid adversely affect the Guara,tor's ability to perform any
of its obligciions under this Agrea-nent, the Notes or the other Loa, Documents. Since Da::ernber 31 ,
2019 there has been no change in the business, assets, fina,cia condition or operciions of the Borrower
that would materialy and adversely affect the Borrower's ability to perform any of its obl igations under
thisAgrea-nent, the Notes or the other Loa1 Documents.
Section 5.05 Litigaion. Ex~t asdiroosed in or conteni,lcioo by theGuara,tor's Annual Report
on Form 10-K filoo with the SEC for thefisca yea: ended Da::ernber 31, 2019 or aiy rubsequent rE.µort
of the Guaraitor filoo with the SEC on Form 10-K, 10-Q or 8-K, or as otherwise dis::losed in writing to
the Lender prior to the Effective Date, no litigciion, arbitrciion or administrative proceeding aganst the
Guaraitor or a,y of itsSubsidiariesispending or, totheGuaraitor's knowledge, threatened, which would
rea9)flably be expected to mcierialy aid adversely afect the abil ity of a,y Loa, Party to perform a,y of
its obl igations under this Agrea-nent, the Notes or the other Loa, Documents. There is no litigation,
arbitration or admi ni strati ve proceeding pending or, to the knowIooge of aiy Loa, Paiy, threatened which
questions the val idity of this Agreement or the other Loa, Documents to which it isaparty.
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under the laws of the Commonwealth of Pennsylvania and has the corporate authority to execute and deliver this Agreement and each other Loan Document to which it is a party and perform its obligations hereunder and thereunder. Section 5.02 Authority; No Conflict. The execution, delivery and performance by each Loan Party of this Agreement and each other Loan Document to which it is a party have been duly authorized by all necessary corporate action and do not violate (i) any provision of law or regulation, or any decree, order, writ or judgment, (ii) any provision of its articles of incorporation or bylaws, or (iii) result in the breach of or constitute a default under any indenture or other agreement or instrument to which such Loan Party is a party; provided that any election to increase the Maximum Facility Amount as contemplated in Section 2.18 shall require further authorization of each Loan Party’s governing body and may require additional authorizations, consents or approvals from a Governmental Authority. Section 5.03 Legality; Etc. This Agreement and each other Loan Document (other than the Notes) to which such Loan Party is a party constitute the legal, valid and binding obligations of such Loan Party, and the Notes, when executed and delivered in accordance with this Agreement, will constitute legal, valid and binding obligations of the Borrower, in each case enforceable against the Borrower in accordance with their terms except to the extent limited by (a) bankruptcy, insolvency, fraudulent conveyance or reorganization laws or by other similar laws relating to or affecting the enforceability of creditors’ rights generally and by general equitable principles which may limit the right to obtain equitable remedies regardless of whether enforcement is considered in a proceeding of law or equity or (b) any applicable public policy on enforceability of provisions relating to contribution and indemnification. Section 5.04 Financial Condition. (a
Audited Financial Statements. The consolidated balance sheet of the Guarantor and its Consolidated Subsidiaries as of December 31, 2019 and the related consolidated statements of income and cash flows for the fiscal year then ended, reported on by Deloitte & Touche LLP, copies of which have been delivered to the Lender, fairly present, in conformity with GAAP, the consolidated financial position of the Guarantor and its Consolidated Subsidiaries as of such date and their consolidated results of operations and cash flows for such fiscal year. (b) [Intentionally Omitted]. (c) Material Adverse Change. Since December 31, 2019 there has been no change in the business, assets, financial condition or operations of the Guarantor and its Consolidated Subsidiaries, considered as a whole that would materially and adversely affect the Guarantor’s ability to perform any of its obligations under this Agreement, the Notes or the other Loan Documents. Since December 31, 2019 there has been no change in the business, assets, financial condition or operations of the Borrower that would materially and adversely affect the Borrower’s ability to perform any of its obligations under this Agreement, the Notes or the other Loan Documents. Section 5.05 Litigation. Except as disclosed in or contemplated by the Guarantor’s Annual Report on Form 10-K filed with the SEC for the fiscal year ended December 31, 2019 or any subsequent report of the Guarantor filed with the SEC on Form 10-K, 10-Q or 8-K, or as otherwise disclosed in writing to the Lender prior to the Effective Date, no litigation, arbitration or administrative proceeding against the Guarantor or any of its Subsidiaries is pending or, to the Guarantor’s knowledge, threatened, which would reasonably be expected to materially and adversely affect the ability of any Loan Party to perform any of its obligations under this Agreement, the Notes or the other Loan Documents. There is no litigation, arbitration or
administrative proceeding pending or, to the knowledge of any Loan Party, threatened which questions the validity of this Agreement or the other Loan Documents to which it is a party. 27

Section 5.06 No Violation. No pai of the procee::ls of the borrowings by ha-eunder wi 11 be used,
dira::tly or indira::tly by the Borrower for the purpose of purchasing or canying any "magi n stock" within
the mea,ing of Regulaion U of the Boad of Governors of the Federal Reserve System, or for aiy other
purpose which violaes, or which conflicts with, the provisions of Regulaions U or X of sad Boad of
Governors. The Borrower is not en~e:l principally, or as one of its importait a:::tivities, in the business
of extend.ing credit for the purpose of purchasing or canying any such "margin stock".
Section 5.07 ERIS<\. Ea:::h member of the ERIS<\ Group has fulfi l le:! its obligations under the
mini mum funding staidads of ERi SI\ aid the Internal Revenue Code with re:pa::t to eoch Material A a,
aid is in compliaice in all mcterial re:pa::ts with the presently ~plical:>le provisions of ERIS<\ aid the
Internal Revenue Code with re:pa::t to eoch Maerial Aai. No member of the ERIS<\ Group has
(i) oought a waver of the minimum funding staidad under Section 412 of the Internal Revenue Code in
re:pa::t of aiy Maerial Pia,, (ii) fale:l to mal<e any contribution or payment to aiy Material Pia,, or
made a,y anendment to aiy Material Fla,, which has resulted or could result in the imposition of a L ien
or the posting of a bond or other security under ERIS<\ or the Internal Revenue Code or (ii i) incurred aiy
material licbi lity under Title IV of ERIS<\ other thai a licbility to the PBGC for premiums under Section
4007 of ERi SI\ .
Section 5.08 Governmental Approvals. No arthorizaion, consent or ~proval from aiy
Governmerital Authority is require:! for the execution, del ivery aid performa,ce by a,y Loa, Paty of
this Agreement, the Notes aid the other Loa, Documents to which it is a paiy aid except such
arthorizations, consents aid ~provals as S'lall have been obtained prior to the Effa::tive Date aid shal l
be in full force aid effa::t: provide:! tha a,y ela::tion to incree:ie the Maximum Fa:::ility Amount as
contempl ae:l in Section 2.18 shall require further authorization of each Loan Party's governing body and
may require additional authorizations, consents or ~prov al s from a Governmental Authority.
Section 5.091 nvestment Compa,y Act. Neither the Borrower nor the Guaaitor is an " investment
compaiy" within the meaning of the Investment Compa,y Act of 1940, asanende:l.
Section 5.10 Tax Returns a,d Payments. Ea:::h Loa, Paty has file:! or caused to be file:! all
Federal, stae, local a1d foreign income tax returns require:! to have been file:! by it aid has pad or caused
to be pad al I income taxes shown to be due on such returns except income taxes that ae being contested
in good fath by ~propriateprocee::lingsand for which such Loa, Paty shall have set aside on its books
~propriae reserves with re:pa::t thereto in a:::corda,ce with GAAP or tha would not rearoncbly be
expa::te:l to have a Material Adverse Effa::t.
Section 5.11 Compliaicewith Laws. (a) To the knowle:lgeof theGuaa,tor, theGwra,tor aid
its Maerial Subsidiaies ae in complia,ce with all ~plical:>le laws, regulati ons aid orders of aiy
Governmerital Authority, domestic orforeign, in re:pa::t of the conduct of their re:pa::tive businesses aid
the ownership of their re:pa::tive property (including, without limitation, complia,ce with all ~plical:>le
ERIS<\ aid Environmerital Laws aid the requirements of aiy permits issue:! under ruch Environmerital
Laws), except to the extent (i) aiy allege:! non-compliaice is being contested in good fath by ~propriae
procee::li ngs or (ii) ruch non-compIi aice would not rearoncbl y be expa::te:l to maeri al Iy aid adverse! y
affa::t the cbility of the Loa, Paties to perform aiy of their re:pa::tive obligations under this Agreement,
the Notes or a,y other Loa, Documerit to which they a-ea paiy; aid (b) To the knowledge of the
Borrower, the Borrower is in complia,ce with all ~l ia:t>le laws, regulaions aid orders of aiy
Governmerital Authority, domestic or foreign, in re:pa::t of the conduct of its business, except to the extent
(i) aiy allege:! non-compliaice is being contested in good fath by ~propriate procee::lings or (ii) ruch
non-complia,ce would not reasoncbly be expa::te:l to materially aid adversely affa::t the cbi lity of the
Borrower to perform aiy of its obi igations under this Agreement, the Notes or a,y otha- Loa, Document
to which it isapaiy.
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Section 5.06 No Violation. No part of the proceeds of the borrowings by hereunder will be used, directly or indirectly by the Borrower for the purpose of purchasing or carrying any “margin stock” within the meaning of Regulation U of the Board of Governors of the Federal Reserve System, or for any other purpose which violates, or which conflicts with, the provisions of Regulations U or X of said Board of Governors. The Borrower is not engaged principally, or as one of its important activities, in the business of extending credit for the purpose of purchasing or carrying any such “margin stock”. Section 5.07 ERISA. Each member of the ERISA Group has fulfilled its obligations under the minimum funding standards of ERISA and the Internal Revenue Code with respect to each Material Plan and is in compliance in all material respects with the presently applicable provisions of ERISA and the Internal Revenue Code with respect to each Material Plan. No member of the ERISA Group has (i) sought a waiver of the minimum funding standard under Section 412 of the Internal Revenue Code in respect of any Material Plan, (ii) failed to make any contribution or payment to any Material Plan, or made any amendment to any Material Plan, which has resulted or could result in the imposition of a Lien or the posting of a bond or other security under ERISA or the Internal Revenue Code or (iii) incurred any material liability under Title IV of ERISA other than a liability to the PBGC for premiums under Section 4007 of ERISA. Section 5.08 Governmental Approvals. No authorization, consent or approval from any Governmental Authority is required for the execution, delivery and performance by any Loan Party of this Agreement, the Notes and the other Loan Documents to which it is a party and except such authorizations, consents and approvals as shall have been obtained prior to the Effective Date and shall be in full force and effect; provided that any
election to increase the Maximum Facility Amount as contemplated in Section 2.18 shall require further authorization of each Loan Party’s governing body and may require additional authorizations, consents or approvals from a Governmental Authority. Section 5.09 Investment Company Act. Neither the Borrower nor the Guarantor is an “investment company” within the meaning of the Investment Company Act of 1940, as amended. Section 5.10 Tax Returns and Payments. Each Loan Party has filed or caused to be filed all Federal, state, local and foreign income tax returns required to have been filed by it and has paid or caused to be paid all income taxes shown to be due on such returns except income taxes that are being contested in good faith by appropriate proceedings and for which such Loan Party shall have set aside on its books appropriate reserves with respect thereto in accordance with GAAP or that would not reasonably be expected to have a Material Adverse Effect. Section 5.11 Compliance with Laws. (a) To the knowledge of the Guarantor, the Guarantor and its Material Subsidiaries are in compliance with all applicable laws, regulations and orders of any Governmental Authority, domestic or foreign, in respect of the conduct of their respective businesses and the ownership of their respective property (including, without limitation, compliance with all applicable ERISA and Environmental Laws and the requirements of any permits issued under such Environmental Laws), except to the extent (i) any alleged non-compliance is being contested in good faith by appropriate proceedings or (ii) such non-compliance would not reasonably be expected to materially and adversely affect the ability of the Loan Parties to perform any of their respective obligations under this Agreement, the Notes or any other Loan Document to which they are a party; and (b) To the knowledge of the Borrower, the Borrower is in compliance with all applicable laws,
regulations and orders of any Governmental Authority, domestic or foreign, in respect of the conduct of its business, except to the extent (i) any alleged non-compliance is being contested in good faith by appropriate proceedings or (ii) such non-compliance would not reasonably be expected to materially and adversely affect the ability of the Borrower to perform any of its obligations under this Agreement, the Notes or any other Loan Document to which it is a party. 28

Sroion 5.12 No Default. No Da'ailt has occurred and is continuing.
Sroion 5.13 Environmenta Matta-s.
Except (x) as dis::losed in or contemplated by the Guarantor's Annual Report on Form
(a)
10-K fi led with the SEC for the fis::a ye« ended Da::emba- 31 , 2019, or in any subse::iuent report of
the Guaantor filed with the SEC on Form 10-K, 10-Q or 8-K or as otha-wise dis::losed in writing to the
Lenda-, or (y) to the extent that the licbilitiesof the Gua-antor and its Subsidia ies, ta<en as a whole, tha
relate to or could rea:oncbly be expocted to result from the mata-s refa-red to in claises (i) through (iii )
below of thisSroion 5.13(a). inclusive, would not rea:oncbly beexpocted to result in a Mata-ia Adva-se
Effect:
(i)
no notice, notifica:ion, citation, 9.Jmmons, complaint or orda- has been received
by the Guaantor or any of its Subsi di a i es, no pena ty has been assessed nor is any i nvesti gati on
or revie.v pending or, to theGuaantor's or any of its Subsidiaies' knowledge, threaened by any
gova-nmenta or other entity with respoct to any (A) aleged violation by or licbil ity of the
Guaantor or any of its Subsidiaies of or unda- any Envi ronmenta Law, (8) aleged fai lure by
the Guaantor or any of its Subsidiaies to have any environmenta pa-mit, certificate, license,
approva, registraion or aithorization ra:iuired in connoction with the conduct of its business
or (C) generaion, storage, treament, disposa , transportation or release of HazadousSubstances;
(ii)
to the Guaantor's or any of its Subsidiaies' knowledge, no Hazadous
Substance has been releasa:l (and no written notifica:ion of such release has been filed} (whahaor not in a reportcble or threshold planning quantity) at, on or under any prq:>a-ty now or
previously owned, Ieasa:l or q:>erated by the Guaantor or any of its Subsi di a i es; and
(iii)
no prq:>a-ty now or previously owned, leasa:l or q:>a-ated by the Guaantor or
any of its Subsidiaies or, to the Guaantor's or any of its Subsidiaies' knowledge, any property
to which the Guaantor or any of its Subsidiaies has, di roctly or indiroctly, transported or
aranged for the transportation of any Hazadous Substances, is listed or, to the Guaantor's or
any of its Subsidiaies' knowledge, proposed for listing, on the Nationa Priorities List
promulgaed pursuant to the Comprehensive Environmental Response, Compensation and
Licbility Act of 1980, as amended ("CERCLA"), on CERCLTS (as defined in CERCLA) or on
any simila feda-a , stae or foreign list of sites ra:iuiring investigation or clean-up.
(b)
Except asdis::losed in or contemplaed by theGuaantor's Annual Report on Form 10-K
filed with the SEC for the fis::a ye« ended Da::emba- 31, 2019, or in any 9.Jbse::iuent report of the
Guaantorfiled with the SEC on Form 10-K, 10-Q or 8-K or otha-wisedis::losed in writing tothe l enda-,
to the Guaantor's knowledge there are no Environmenta Licbil ities that have resulted or could
rea:oncbly be expocted to result in a Material AdverseEffoct.
(c)
For purposes of this Sroion 5.13, the terms " the Guaantor" and " Subsidiary" shall
include any business or business entity (including a corporaion) which is a predecessor, in whole or in
part, of the Gua-antor or any of its Subsidia ies from the time such business or business entity becane a
Subsidiary of the Guaantor.
Sroion 5.14

Material Subsidiaies and Owna-ship.

(a)
As of the Effoctive Date, (i) Schedule 5.14 states the name of eEdl of the Guaantor's
Mata-ial Subsidia-ies and its j urisdiction or jurisdictions of organiza:ion or incorporation, as appliccble,
(ii) except as dis::losed in Schedule 5.14, eECh such Subsidiary is a Wholly Owned Subsidiary of the
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Section 5.12 No Default. No Default has occurred and is continuing. Section 5.13 Environmental Matters. (a) Except (x) as disclosed in or contemplated by the Guarantor’s Annual Report on Form 10-K filed with the SEC for the fiscal year ended December 31, 2019, or in any subsequent report of the Guarantor filed with the SEC on Form 10-K, 10-Q or 8-K or as otherwise disclosed in writing to the Lender, or (y) to the extent that the liabilities of the Guarantor and its Subsidiaries, taken as a whole, that relate to or could reasonably be expected to result from the matters referred to in clauses (i) through (iii) below of this Section 5.13(a), inclusive, would not reasonably be expected to result in a Material Adverse Effect: (i) no notice, notification, citation, summons, complaint or order has been received by the Guarantor or any of its Subsidiaries, no penalty has been assessed nor is any investigation or review pending or, to the Guarantor’s or any of its Subsidiaries’ knowledge, threatened by any governmental or other entity with respect to any (A) alleged violation by or liability of the Guarantor or any of its Subsidiaries of or under any Environmental Law, (B) alleged failure by the Guarantor or any of its Subsidiaries to have any environmental permit, certificate, license, approval, registration or authorization required in connection with the conduct of its business or (C) generation, storage, treatment, disposal, transportation or release of Hazardous Substances; (ii) to the Guarantor’s or any of its Subsidiaries’ knowledge, no Hazardous Substance has been released (and no written notification of such release has been filed) (whether or not in a reportable or threshold planning quantity) at, on or under any property now or previously owned, leased or operated by the Guarantor or any of its Subsidiaries; and (iii) no property now or previously owned, leased or operated by the Guarantor or any of its Subsidiaries or, to the Guarantor’s or any of its Subsidiaries’
knowledge, any property to which the Guarantor or any of its Subsidiaries has, directly or indirectly, transported or arranged for the transportation of any Hazardous Substances, is listed or, to the Guarantor’s or any of its Subsidiaries’ knowledge, proposed for listing, on the National Priorities List promulgated pursuant to the Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended (“CERCLA”), on CERCLIS (as defined in CERCLA) or on any similar federal, state or foreign list of sites requiring investigation or clean-up. (b) Except as disclosed in or contemplated by the Guarantor’s Annual Report on Form 10-K filed with the SEC for the fiscal year ended December 31, 2019, or in any subsequent report of the Guarantor filed with the SEC on Form 10-K, 10-Q or 8-K or otherwise disclosed in writing to the Lender, to the Guarantor’s knowledge there are no Environmental Liabilities that have resulted or could reasonably be expected to result in a Material Adverse Effect. (c) For purposes of this Section 5.13, the terms “the Guarantor” and “Subsidiary” shall include any business or business entity (including a corporation) which is a predecessor, in whole or in part, of the Guarantor or any of its Subsidiaries from the time such business or business entity became a Subsidiary of the Guarantor. Section 5.14 Material Subsidiaries and Ownership. (a) As of the Effective Date, (i) Schedule 5.14 states the name of each of the Guarantor’s Material Subsidiaries and its jurisdiction or jurisdictions of organization or incorporation, as applicable, (ii) except as disclosed in Schedule 5.14, each such Subsidiary is a Wholly Owned Subsidiary of the 29

Gua-a,tor, a,d (iii) eoch of the Gua-a,tor's Maeria Subsidia-ies is in good sta,ding in the juris::liction
or juris::lictions of its orga,ization or incorporaion, as cpplicable, a,d has a l corporate or other
orga,izationa powers to ca-ry on its businesses exCEf)t where failure to do so would not reaoonroly be
expected to have a Materia Adverse Effect.
(b)
Eoch of the Gua-a,tor's Maeria Subsidia-ies is duly orga,ized or incorporated a,d
vaidly existing under the laNs of the juris:liction or juriooictions of its orga,ization or incorporaion, as
cpplicable.
Section 5.15 OFAC. None of the Borrower, the Gua-antor a,y Subsidia-y of the Gua-a,tor, nor,
to the knowledge of theGua-antor or the Borrower, a,y director, officer, or Affiliae of the Borrower, the
Gua-a,tor or a,y of its Subsidia-ies: (i) is a Sa7ctioned Pa-son, (i i) has more tha, 10% of its assas in
Sa7ctioned Pa-sons or in Sa7ctioned Countries, or (ii i) derives more tha, 10% of its operating income
from investments in, or tra,sa::ti ons with Sa7cti oned Pa-sons or Sa7cti oned Countries. The proceeds of
a,y Loa, will not be used, directly or indirectly, to fund a,y octivities or business of or with a,y
Sa7ctioned Pa-son, or in a,y Sa7ctioned Country.
ARTICLE VI
COVENANTS
Eoch Loa, Paty agrees that from a,d after the Closing Date:
Section 6.01 Information. The Loan Patieswill deliver or cause to be del ivered to the Lender (it
being understood tha the posting of the information required in dauses (a), .(Q} and ill of this Section
6.01 on the Borrower's website or the Gua-a,tor's website (http://www.pplweb.com) or making such
information availct,leon lntralinks, SyndTrak (orsimila-service) sial be deemed tobeeffectivedelivery
to the Lender):
(a)
Annua Fina,cia Staements. Promptly when availct,le and in any event within ten (10)
dcffs ater the date such information is required to be delivered to the SEC (or, if the Gua-a,tor is not a
Public Reporting Compa,y, within one hundred a,d five (105) dcffS after the end of eoch fi s:;al yew of
theGua-a,tor), a consolidaed baa,cesheet of theGua-a,tor and its Consolidaed Subsidia-iesasof the
end of such fis::a yew and the related consolidated sta:ements of income and cash flows for such fis::a
yew a,d ax:all)anied by a, opinion thereon by independent public occountants of recognized nationa
sta1ding, which opinion shal stae tha such consolidated financia staements present fairly the
consolidaed financia position of the Gua-antor and its Consolidaed Subsidia-ies as of the dae of such
f i nanci a staements and the results of their operai ons for the period covered by such fi nanci a statements
in conformity with GAAP cpplied on a consistent basis.
(b)
Quarter! y Fi nanci a Statements. Pr001>tl y when avai Ict,Ie and in any event within ten
(10) dcrjsafter the date such information is required to be delivered to the SEC (or, if the Gua-antor is not
a Publ ic Reporting Company, within sixty (60) dcffS after the end of eoch quarterly fis::a period in eoch
fis::a yew of the Gua-antor (otha- than the last quarta-ly fis::a pa-iod of the Gua-antor)), a consolidated
baance sheet of the Guarantor and its Consolidated Subsidia-ies as of the end of such quarta- and the
related consolidated staements of income and cash flows for such fi s::al quarter, a I ca-ti fi ed (subject to
norma yew-end audit adjustments) as to fairness of presentation, GAAP and consistency by any
Authorized Office- of theGua-antor.
(c)
Officer's Certificate. Simultaneously with the delivery of eoch set of financia statements
referred to in subse::tions (a) and .(Q} ct,ove, a ca-tificae of a,y Authorized Officer of the Gua-antor, (i)
setting forth in reaoonct,le detail the caculations required to estct,lish compliance with the requirements
of Section 6.09 on the date of such financia statements and (ii) stating whetha- tha-eexists on the date of
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Guarantor, and (iii) each of the Guarantor’s Material Subsidiaries is in good standing in the jurisdiction or jurisdictions of its organization or incorporation, as applicable, and has all corporate or other organizational powers to carry on its businesses except where failure to do so would not reasonably be expected to have a Material Adverse Effect. (b) Each of the Guarantor’s Material Subsidiaries is duly organized or incorporated and validly existing under the laws of the jurisdiction or jurisdictions of its organization or incorporation, as applicable. Section 5.15 OFAC. None of the Borrower, the Guarantor any Subsidiary of the Guarantor, nor, to the knowledge of the Guarantor or the Borrower, any director, officer, or Affiliate of the Borrower, the Guarantor or any of its Subsidiaries: (i) is a Sanctioned Person, (ii) has more than 10% of its assets in Sanctioned Persons or in Sanctioned Countries, or (iii) derives more than 10% of its operating income from investments in, or transactions with Sanctioned Persons or Sanctioned Countries. The proceeds of any Loan will not be used, directly or indirectly, to fund any activities or business of or with any Sanctioned Person, or in any Sanctioned Country. ARTICLE VI COVENANTS Each Loan Party agrees that from and after the Closing Date: Section 6.01 Information. The Loan Parties will deliver or cause to be delivered to the Lender (it being understood that the posting of the information required in clauses (a), (b) and (f) of this Section 6.01 on the Borrower’s website or the Guarantor’s website (http://www.pplweb.com) or making such information available on IntraLinks, SyndTrak (or similar service) shall be deemed to be effective delivery to the Lender): (a) Annual Financial Statements. Promptly when available and in any event within ten (10) days after the date such information is required to be delivered to the SEC (or, if the Guarantor is not a Public Reporting Company, within one hundred and five (105)
days after the end of each fiscal year of the Guarantor), a consolidated balance sheet of the Guarantor and its Consolidated Subsidiaries as of the end of such fiscal year and the related consolidated statements of income and cash flows for such fiscal year and accompanied by an opinion thereon by independent public accountants of recognized national standing, which opinion shall state that such consolidated financial statements present fairly the consolidated financial position of the Guarantor and its Consolidated Subsidiaries as of the date of such financial statements and the results of their operations for the period covered by such financial statements in conformity with GAAP applied on a consistent basis. (b) Quarterly Financial Statements. Promptly when available and in any event within ten (10) days after the date such information is required to be delivered to the SEC (or, if the Guarantor is not a Public Reporting Company, within sixty (60) days after the end of each quarterly fiscal period in each fiscal year of the Guarantor (other than the last quarterly fiscal period of the Guarantor)), a consolidated balance sheet of the Guarantor and its Consolidated Subsidiaries as of the end of such quarter and the related consolidated statements of income and cash flows for such fiscal quarter, all certified (subject to normal year-end audit adjustments) as to fairness of presentation, GAAP and consistency by any Authorized Officer of the Guarantor. (c) Officer’s Certificate. Simultaneously with the delivery of each set of financial statements referred to in subsections (a) and (b) above, a certificate of any Authorized Officer of the Guarantor, (i) setting forth in reasonable detail the calculations required to establish compliance with the requirements of Section 6.09 on the date of such financial statements and (ii) stating whether there exists on the date of 30

sud1 caiificate a,y Defailt a,d, if a,y Defailt then exists, setting forth thedEiails tha-eof a,d the a::tion
whid1 the applica::>le Loan Paiy is ta<ing or proposes to ta<ewith respect thereto.
(d)
Defailt. Forthwith upon a::quiring knowledge of the occurrence of a,y (i) Defailt or
(ii) Event of Defailt, in either case a caiifica.e of a, Authoriza:f Offi cer of the applica::>le Loan Paiy
setting forth the dEiails thereof a,d the a::tion whid1 the applica::>le Loan Paiy is ta<ing or proposes to
ta<e with respoct thereto.
(e)
Cha,ge in Borrower's Ratings. Promptly, upon a,y Authoriza:f Officer obtaining
knowla:fgeof a,y dia,gein a Borrower's Rating, anoticeof sud, Borrower's Rating in effect after giving
effect to such dia,ge.
(f)
Se::urities Lws Filing. To the extent theGua-a,tor or the Borrower isa Public Reporting
Compa,y, promptly when availableclld in a,y event within ten (10) daysater thedatesud1 information
is requira:f to be delivera:f to the SEC, a copy of a,y Form 10-K Report to the SEC a,d a copy of a,y
Form 10-Q Report to the SEC, a,d pr001'.)tly upon the filing thereof, a,y other filings with the SEC.
(g)
ERISA. Matters. If a,d when a,y member of the ERISA. Group: (i) gives or is requira:f to
give notice to the PBGC of any "reportable event" (as defined in Section 4043 of ERi SA.) with respoct to
a,y M aerial Pl a, whi d1 might constitute grounds for a termination of sud1 Pl a, under Titie IV of ERi SA. ,
or knows tha the pl a, a:Jmi ni strator of a,y M a:eri al Pl a, has given or is requi ra:f to give notice of a,y
sud1 reportable event, a copy of the notice of such reportable event given or requira:f to be given to the
PBGC; (ii) receives, with respoct to a,y Ma:erial Pia, tha: isa Multiemployer Pia,, notice of a,y complete
or patial withdrwal liability under Title IV of ERISA. , or notice tha: a,y Multiemployer Pia, is in
roorga,ization, is inrolvent or has been termina:a:f, a copy of sud1 notice; (i ii) receives notice from the
PBGC under Title IV of ERISA. of a, intent to termina:e, impose material liability (other tha, for
premiums under Section 4007 of ERISA.) in respect of, or appoint a trustee to a:Jminister a,y Ma:erial
Pia,, a copy of such notice; (iv) applies for a waiver of the minimum funding stcllda-d under Section 412
of the Internal Revenue Code with respect to a Material Pia,, a copy of sud1 applica.ion; (v) gives notice
of intent to termina:e a,y Pia, under Section 4041(c) of ERISA., a copy of sud1 notice and other
information fila:f with thePBGC; (vi) givesnoticeof withdrwal from a,y Pia, pursua,t to Section 4063
of ERISA.; or (vii) fails to ma<ea,y payment or contribution to a,y Pia, or ma<esa,y anendment to a,y
Pia, which has resulta:f or could result in the imposition of a Lien or the posting of a bond or othasocurity, a copy of sud1 notice, a caiificate of the chief a::counting officer or controller of the Borrower
setting forth detals as to sud1 occurrence a,d a::tion, if a,y, which the Borrower or applica::>le member
of the ERi SA. Group is requi ra:f or proposes to ta<e.
(h)
Otha- Information. From time to time such a:Jditional fina,dal or other information
regadi ng the fi na,dal condition, results of operations. properties, assEis or business of the Gua-a,tor or
a,y of its Subsidiaies as the Lender may reaoonabl y request.
Section 6.02 Ma ntena,ce of Insurance. Each Loan Pa1y wi 11 mai nta n, or caise to be manta na:f,
insura1cewithfina1dally sound (determina:f intherearonablejudgment of the Borrower) a,d responsible
co"l)a1ies in such amounts (clld with sud1 risk retentions) a1d against such risks as is usually ca-ria:f by
owners of simila- businessesa,d properties in the sane general a-easin whid1 such Loan Paiy opera:es.
Section 6.03 Conduct of Business a,d Maintena,ce of Existence. Ead1 Loa, Pa1y will (a)
continue to engage in busnesses of the sane general type as now conducta:f by such Loan Pa-ty a,d, in
the case of the Gua-a,tor, its Subs di a-i es a,d businesses rel a:a:f thereto or a-i sing out of such businesses,
except to the extent that the fai I ure to mai nta n a,y existing business would not have a Material Adverse
Effect a,d (b) except as otherwise permitta:f in Section 6.07, preserve, rensw a,d keep in full force and
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such certificate any Default and, if any Default then exists, setting forth the details thereof and the action which the applicable Loan Party is taking or proposes to take with respect thereto. (d) Default. Forthwith upon acquiring knowledge of the occurrence of any (i) Default or (ii) Event of Default, in either case a certificate of an Authorized Officer of the applicable Loan Party setting forth the details thereof and the action which the applicable Loan Party is taking or proposes to take with respect thereto. (e) Change in Borrower’s Ratings. Promptly, upon any Authorized Officer obtaining knowledge of any change in a Borrower’s Rating, a notice of such Borrower’s Rating in effect after giving effect to such change. (f) Securities Laws Filing. To the extent the Guarantor or the Borrower is a Public Reporting Company, promptly when available and in any event within ten (10) days after the date such information is required to be delivered to the SEC, a copy of any Form 10-K Report to the SEC and a copy of any Form 10-Q Report to the SEC, and promptly upon the filing thereof, any other filings with the SEC. (g) ERISA Matters. If and when any member of the ERISA Group: (i) gives or is required to give notice to the PBGC of any “reportable event” (as defined in Section 4043 of ERISA) with respect to any Material Plan which might constitute grounds for a termination of such Plan under Title IV of ERISA, or knows that the plan administrator of any Material Plan has given or is required to give notice of any such reportable event, a copy of the notice of such reportable event given or required to be given to the PBGC; (ii) receives, with respect to any Material Plan that is a Multiemployer Plan, notice of any complete or partial withdrawal liability under Title IV of ERISA, or notice that any Multiemployer Plan is in reorganization, is insolvent or has been terminated, a copy of such notice; (iii) receives notice from the PBGC under Title IV of ERISA of an
intent to terminate, impose material liability (other than for premiums under Section 4007 of ERISA) in respect of, or appoint a trustee to administer any Material Plan, a copy of such notice; (iv) applies for a waiver of the minimum funding standard under Section 412 of the Internal Revenue Code with respect to a Material Plan, a copy of such application; (v) gives notice of intent to terminate any Plan under Section 4041(c) of ERISA, a copy of such notice and other information filed with the PBGC; (vi) gives notice of withdrawal from any Plan pursuant to Section 4063 of ERISA; or (vii) fails to make any payment or contribution to any Plan or makes any amendment to any Plan which has resulted or could result in the imposition of a Lien or the posting of a bond or other security, a copy of such notice, a certificate of the chief accounting officer or controller of the Borrower setting forth details as to such occurrence and action, if any, which the Borrower or applicable member of the ERISA Group is required or proposes to take. (h) Other Information. From time to time such additional financial or other information regarding the financial condition, results of operations, properties, assets or business of the Guarantor or any of its Subsidiaries as the Lender may reasonably request. Section 6.02 Maintenance of Insurance. Each Loan Party will maintain, or cause to be maintained, insurance with financially sound (determined in the reasonable judgment of the Borrower) and responsible companies in such amounts (and with such risk retentions) and against such risks as is usually carried by owners of similar businesses and properties in the same general areas in which such Loan Party operates. Section 6.03 Conduct of Business and Maintenance of Existence. Each Loan Party will (a) continue to engage in businesses of the same general type as now conducted by such Loan Party and, in the case of the Guarantor, its Subsidiaries and businesses related thereto or
arising out of such businesses, except to the extent that the failure to maintain any existing business would not have a Material Adverse Effect and (b) except as otherwise permitted in Section 6.07, preserve, renew and keep in full force and 31

effect, and will cause ERh of its Subsidicries to preserve, renew and k0€P in full force and effect, their
re:pective corporcie (or other entity) existence and their re:pective rights, privileges and franchises
ne::essay or material to the normal conduct of business, exCEl)t, in ERh case, where the fa lure to do so
could not reaooncbly beexpectoo to have a Material Adverse Effect.
Section 6.04 Compliance with La.vs, Etc. Eoch Loan Pa1y will comply with all cl)pliccblela.vs,
regulations and orders of any Governmental Authority, domestic or foreign, in re:pect of the conduct of
its business and the ownership of its property (induding, without limitation, compliance with all
appliccble ERIS<\ and Environmental LaNs and the ra;iuirernents of any permits issuoo under such
Environmental La.vs), exCEl)t to the extent (a) such compliance is being contestoo in good fcith by
appropricie proceedings or (b) noncompliance could not reaooncbly be expectoo to ha,,e a Maerial
Adverse Effect.
Section 6.05 Books and Records. Eoch Loan Paiy (a) will k0€P, and, in the case of theGucrantor,
will causeERh of itsSubsidicriesto k0€P, proper books of record and oo::ount in conformity with GAAP
and (b) wi 11permit rEl)resentati ves of the Lender to visit and inspect any of thei r re:pecti ve properties, to
examine and make copies from any of their re:pective books and records and to diocus.5 their re:pective
affci rs, finances and oo::ounts with their officers, any ernpl oyees and i ndEl)endent public accountants, al I
at such reaoonable times and as often as may reaoonably be desi roo: providoo, that, the rights creatoo in
this Section 6.05 to "visit", "inspect", " discuss" and copy shall not extend to any matters which such Loan
Paiy deems, in good fath, to be confidential , unless the Lender ~rees in writing to k0€P such matters
confidential .
Section 6.06 Use of Proceeds. The proceeds of theLoansmooeunder thisAgreement will beusoo
by the Borrower for general corporate purposes of the Borrower and its Affiliates, induding for working
capital purposes and for making investments in or loans to the Gucrantor and Affil iates of the Loan
Paii es. The Borrower wi 11ra;iuest the issuance of Letters of Crooi t solely for general corporcie purposes
of the Borrower and its Affiliates. No such use of the proceeds for general corporate purposes wi ll be,
directly or indirectly, for the purpose, whether immooiate, incidental or ultimate, of buying or ccrrying
any Magin Stock within the mea,ing of Regulciion U.
Section 6.07 Merger or Consolidciion. No Loan Pa1y will merge with or into or consolidate with
or into any other corporaion or entity, unless (a) immooiately after giving effect thereto, no event shall
occur and be continuing which constitutes a Default, (b) the surviving or resulting Person, as the case may
be, assumes and ~rees in writing to pay and perform al l of the obligations of such Loan Paiy under this
Agreement, (c) in the case of the Gucrantor, substantial ly all of the consolidcioo assets and consolidatoo
revenues of the surviving or resulting Person, as the case may be, creantidpatoo to come from the uti lity
or energy busines38S and (d) in the case of the Borrower, the senior unsecuroo long-term debt ratings
(without giving effect to any third party crooit enhancement exCEl)t for a gucranty of the Gucrantor or a
permittoo sucees9Jr) from both Rating Agencies of the surviving or resulting Person, as the case may be,
immooiately following the merger or consolidciion is a;iual to or greater than the Borrower's Ratings
from both Rating Agencies immooiciely precooing the announcement of such consolidation or merger.
Section 6.08 As.5et Sales. ExCEl)t for the sale of assets ra;iuiroo to be sold to conform with
governmental ra;iui rernents, the Gucrantor and its M cieri al Subsi dicries shal I not consummae any As.5et
Sale, if the ~regae net book value of al l such As.5et Sales consummaoo during the four calender
quarters immooiately precooing any date of determinaion would exceoo 25% of the total assets of the
Gucrantor and its Consolidatoo Subsidicries as of the beginning of the Gucrantor's most recently ended
full fi&:a quarter; providoo, however, that any such As.5et Sale will be disregcrdoo for purposes of the
25% limitation specifioo above: (a) if any such As.5et Sale is in the ordinary course of business of the
Gucrantor and its Subsidicries; (b) if the assets subject to any such ASxi. Sale ere worn out or ere no
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effect, and will cause each of its Subsidiaries to preserve, renew and keep in full force and effect, their respective corporate (or other entity) existence and their respective rights, privileges and franchises necessary or material to the normal conduct of business, except, in each case, where the failure to do so could not reasonably be expected to have a Material Adverse Effect. Section 6.04 Compliance with Laws, Etc. Each Loan Party will comply with all applicable laws, regulations and orders of any Governmental Authority, domestic or foreign, in respect of the conduct of its business and the ownership of its property (including, without limitation, compliance with all applicable ERISA and Environmental Laws and the requirements of any permits issued under such Environmental Laws), except to the extent (a) such compliance is being contested in good faith by appropriate proceedings or (b) noncompliance could not reasonably be expected to have a Material Adverse Effect. Section 6.05 Books and Records. Each Loan Party (a) will keep, and, in the case of the Guarantor, will cause each of its Subsidiaries to keep, proper books of record and account in conformity with GAAP and (b) will permit representatives of the Lender to visit and inspect any of their respective properties, to examine and make copies from any of their respective books and records and to discuss their respective affairs, finances and accounts with their officers, any employees and independent public accountants, all at such reasonable times and as often as may reasonably be desired; provided, that, the rights created in this Section 6.05 to “visit”, “inspect”, “discuss” and copy shall not extend to any matters which such Loan Party deems, in good faith, to be confidential, unless the Lender agrees in writing to keep such matters confidential. Section 6.06 Use of Proceeds. The proceeds of the Loans made under this Agreement will be used by the Borrower for general corporate purposes of
the Borrower and its Affiliates, including for working capital purposes and for making investments in or loans to the Guarantor and Affiliates of the Loan Parties. The Borrower will request the issuance of Letters of Credit solely for general corporate purposes of the Borrower and its Affiliates. No such use of the proceeds for general corporate purposes will be, directly or indirectly, for the purpose, whether immediate, incidental or ultimate, of buying or carrying any Margin Stock within the meaning of Regulation U. Section 6.07 Merger or Consolidation. No Loan Party will merge with or into or consolidate with or into any other corporation or entity, unless (a) immediately after giving effect thereto, no event shall occur and be continuing which constitutes a Default, (b) the surviving or resulting Person, as the case may be, assumes and agrees in writing to pay and perform all of the obligations of such Loan Party under this Agreement, (c) in the case of the Guarantor, substantially all of the consolidated assets and consolidated revenues of the surviving or resulting Person, as the case may be, are anticipated to come from the utility or energy businesses and (d) in the case of the Borrower, the senior unsecured long-term debt ratings (without giving effect to any third party credit enhancement except for a guaranty of the Guarantor or a permitted successor) from both Rating Agencies of the surviving or resulting Person, as the case may be, immediately following the merger or consolidation is equal to or greater than the Borrower’s Ratings from both Rating Agencies immediately preceding the announcement of such consolidation or merger. Section 6.08 Asset Sales. Except for the sale of assets required to be sold to conform with governmental requirements, the Guarantor and its Material Subsidiaries shall not consummate any Asset Sale, if the aggregate net book value of all such Asset Sales consummated during the four calendar quarters immediately
preceding any date of determination would exceed 25% of the total assets of the Guarantor and its Consolidated Subsidiaries as of the beginning of the Guarantor’s most recently ended full fiscal quarter; provided, however, that any such Asset Sale will be disregarded for purposes of the 25% limitation specified above: (a) if any such Asset Sale is in the ordinary course of business of the Guarantor and its Subsidiaries; (b) if the assets subject to any such Asset Sale are worn out or are no 32

longe- usa'ul or necessay in connection with the opera:ion of the businesses of the Gua-antor or its
Subsidia-ies; (c) if the assas rubject to any ruch A$::J. Sae a-e being transferred to a Wholly Owned
Subsidiary of the Gua-antor; (d) if the proceeds from any such A$::J. Sae (i) a-e, within twave (12)
months of such A$::J. Sae, investoo or reinvested by the Gua-antor or any Subsidiary in a Permitted
Business, (ii) a-e used by the Gua-antor or any Subsidiary to r~ay Debt of the Gua-antor or such
Subsidiary, or (iii) a-e retained by the Gua-antor or any Subsidiary; or (e) if, prior to any such A$::J. Sae,
both Rating Agencies confi rm the then-current Borrower' s Ratings after giving Effect to any such AS:£i
Sae.
Section 6.09 Conrolida:ed Debt to Conrolida:ed CaJitalization Ratio. The ratio of Conrolida:ed
Debt of the Gua-antor to Conrolida:ed Capitaliza:ion of the Gua-antor shall not exceed 70%, measured
as of the end of each f ioca quarter.
ARTICLE VII
DEFAULTS
Section 7.01 Events of DEfault. If one or more of the following events (each an " Event of
Default") shall have occurred and be continuing:

(a)
neither Loan Party shal l pay when due any principal on any Loans or Reimbursement
Obliga:ions; or
(b)
neither Loan Party shall pay when due any interest on the Loans and Reimbursement
Obliga:ions, any fee or any other amount payable hereunder or under any other Loan Document for five
(5) days fol lowing the da:e such payment becomes due hereunder; or

(c)
any Loan Party shall fail to obsave or perform any of its covenants or agreements
containoo in Sections6.05{b), 6.06, 6.07, 6.08 or 6.09; or
any Loan Party shall fal to obsave or perform any of its covenants or agree-nents
(d}
contaned in Section 6.01(d)(i) for 30 days after any such falureor in Section 6.01/d)(ii) for ten (10) days
after any such f ai Iure; or
(e)
any of the Loan Parties shall fail to obsave or perform any covenant or agree-nent
contained in this Agreement or any other Loan Document (other than those covered by dauses (a), {b),
(c) or (d) above) for thirty (30) days a'ter written notice thereof has been given to the daaulting party by
the or a: the ra:iuest of the Lender; or
any r~resenta:ion, wa-ranty or certification made by any Loan Party in this Agree-nent
(f)
or any other Loan Document or in any certificate, financial statement or other document daivered
pursuant hereto or thereto shal I prove to have been incorrect in any material re:pect when made or dee-ned
made; or
any Loan Party shall (i) fail to pay any principal or interest, rega-dless of amount, due in
(g)
re:pect of any Ma:erial Debt beyond any period of grace provided with re:pect thereto, or (i i) fail to
obsave or perform any other term, covenant, condition or agree-nent contained in any agree-nent or
instrument evidencing or governing any such Material Debt beyond any period of grace provided with
re:pect thereto if the effect of any failure raerred to in this dause (ii) is to cause, or to permit the holder
or holders of ruch Debt or a trustee on its or their behalf to cause, ruch Debt to become due prior to its
stated maturity; or
(h)

any Loan Party shall commence a voluntary case or other proceedi ng seeking liquidation,
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longer useful or necessary in connection with the operation of the businesses of the Guarantor or its Subsidiaries; (c) if the assets subject to any such Asset Sale are being transferred to a Wholly Owned Subsidiary of the Guarantor; (d) if the proceeds from any such Asset Sale (i) are, within twelve (12) months of such Asset Sale, invested or reinvested by the Guarantor or any Subsidiary in a Permitted Business, (ii) are used by the Guarantor or any Subsidiary to repay Debt of the Guarantor or such Subsidiary, or (iii) are retained by the Guarantor or any Subsidiary; or (e) if, prior to any such Asset Sale, both Rating Agencies confirm the then-current Borrower’s Ratings after giving effect to any such Asset Sale. Section 6.09 Consolidated Debt to Consolidated Capitalization Ratio. The ratio of Consolidated Debt of the Guarantor to Consolidated Capitalization of the Guarantor shall not exceed 70%, measured as of the end of each fiscal quarter. ARTICLE VII DEFAULTS Section 7.01 Events of Default. If one or more of the following events (each an “Event of Default”) shall have occurred and be continuing: (a) neither Loan Party shall pay when due any principal on any Loans or Reimbursement Obligations; or (b) neither Loan Party shall pay when due any interest on the Loans and Reimbursement Obligations, any fee or any other amount payable hereunder or under any other Loan Document for five (5) days following the date such payment becomes due hereunder; or (c) any Loan Party shall fail to observe or perform any of its covenants or agreements contained in Sections 6.05(b), 6.06, 6.07, 6.08 or 6.09; or (d) any Loan Party shall fail to observe or perform any of its covenants or agreements contained in Section 6.01(d)(i) for 30 days after any such failure or in Section 6.01(d)(ii) for ten (10) days after any such failure; or (e) any of the Loan Parties shall fail to observe or perform any covenant or agreement contained in this Agreement or any other Loan
Document (other than those covered by clauses (a), (b), (c) or (d) above) for thirty (30) days after written notice thereof has been given to the defaulting party by the or at the request of the Lender; or (f) any representation, warranty or certification made by any Loan Party in this Agreement or any other Loan Document or in any certificate, financial statement or other document delivered pursuant hereto or thereto shall prove to have been incorrect in any material respect when made or deemed made; or (g) any Loan Party shall (i) fail to pay any principal or interest, regardless of amount, due in respect of any Material Debt beyond any period of grace provided with respect thereto, or (ii) fail to observe or perform any other term, covenant, condition or agreement contained in any agreement or instrument evidencing or governing any such Material Debt beyond any period of grace provided with respect thereto if the effect of any failure referred to in this clause (ii) is to cause, or to permit the holder or holders of such Debt or a trustee on its or their behalf to cause, such Debt to become due prior to its stated maturity; or (h) any Loan Party shall commence a voluntary case or other proceeding seeking liquidation, 33

reorgaiization or other relief with respe:;t to itself or its drots under aiy baikruptcy, insolvency or other
simila law now or hereafter in effect or seeking the ~pointment of a trustee, ra::eiver, liquidator,
custodi a, or other si mi Ia offi d a of it or a,y substaiti a pa1 of its property, or sha I consent to aiy such
rel ia or to the c:ppoi ntment of or ta<i ng possession by a,y such offi d a in a, i nvol untay case or other
procea:li ng commencoo ~a nst it, or shal I ma<e a genera assignment for the benefit of creditors. or shal I
fal generaly to pay, or shall admit in writing its inability to pay, its drots as they become due, or sh.ii
ta<e a,y corporate a;ti on to authorize a,y of the foregoing; or
(i)
a, involuntary case or other procea:ling sh.ii be commenced ~anst aiy Loa, Paty
seeking liquidation, reorganiza:ion or other relief with re:pect to it or its debts under aiy baikruptcy,
insolvency or other similar law now or hereafter in Effect or seeking the~pointment of a trustee, ra::eiver,
liquid.tor, custodiai or other similar official of it or aiy substaitia pa1 of its property, aid such
i nvol untay case or other procea:li ng sha I rema n undi smi ssed aid unstayed for a period of 60 days; or
a, order for reliet 91ci l be entered ~anst a,y Loa, Paty under the Baikruptcy Code; or

U)
aiy member of the ERi SA Group sha I fai I to pay when due a, amount or amounts
aggregating in excess of $50,000,000 which it shal have become liable to pay under Title IV of ERISA;
or notice of intent to termi nae a M ateri a Pl a, shal I be fi Ied under Ti tie IV of ERi SA by a,y member of
the ERi SA Group, any pl an admi ni strctor or a,y combination of the foregoing; or the FBGC shal I institute
procea:lings under Title IV of ERISA to terminate, to i~ose liabi lity (other tha, for premiums under
Se:::tion 4007 of ERISA) in re:pect of, or to cause a trustee to be c:ppointed to administer aiy
Materia Plai; or a condition sh.ii exist by reason of which theFBGC would be entitled toobtan a decree
adjudicating thct any Mcterial Plan must be terminated; or there shal occur a ~lete or pa1ia
withdrawa from, or default, within the mea,ing of Se:::tion 4219(c)(5) of ERISA, with re:pect to, one or
more Multiernployer Plans which could reasonably be expected to cause one or more members of the
ERISA Group to incur a current payment obligction in excess of $50,000,000; or
(k)
any Loan Paty shall fal within sixty (60) days to pay, bond or otherwise dischage a,y
judgment or order for the payment of money in excess of $20,000,000, entered aganst it that is not stayed
on ~ea or otherwise being ~propriately contested in good faith; or
(I)

a Change of Control sha I have occurred; or

(m)
the Guaraity 91ci l cease to be in full force or effect or shall be found by any judida
procea:ling to be unenforceEt>le or invaid; or the Guaaitor shal deny or disclfirm in writing the
Guaaitor's obligat;ionsunder theGuaraity; then, and in every such event, while such event is continuing,
the Lender may by notice to the Borrower da::laretheLoaisand Later of Credit Liabilities(together with
accrued interest aid accrued and urpad fees thereon and a l other amounts due hereunder) to be, and the
Loais and Later of Credit Liabilities shall thereupon become, immediately due aid payable without
presentment, demand, protest or other notice of any kind (except as set forth above), al of which ae
hereby waved by the Borrower and require the Borrower to, and the Borrower sh.ii, cash collateraize
(in ro::ordaicewith Se:::tion 2.08{a)(ii)) a l Letter of Credit Liabilities then outstanding; provided, that, in
the case of any Default or any Event of Default !'pecified in Se:::tion 7.01(h) or 7.01{i) above, without aiy
noticetotheBorroweror a,y other a;t by the Lender, theLoaisand Reimbursement Obligations(together
with accrued interest and accrued and unpaid fees thereon and al other anounts due hereunder) 9'lci l
become immediately due and payable without presentment, demand, protest or other noti oe of any kind,
al of which are hereby waved by the Borrower, and the Borrower sh.ii cash collateraize (in accordance
with Se:::tion 2.08(a)(ii)) al Letter of Credit Liabilities then outstanding.
ARTICLE VIII
MISCELLANEOUS
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reorganization or other relief with respect to itself or its debts under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, or shall consent to any such relief or to the appointment of or taking possession by any such official in an involuntary case or other proceeding commenced against it, or shall make a general assignment for the benefit of creditors, or shall fail generally to pay, or shall admit in writing its inability to pay, its debts as they become due, or shall take any corporate action to authorize any of the foregoing; or (i) an involuntary case or other proceeding shall be commenced against any Loan Party seeking liquidation, reorganization or other relief with respect to it or its debts under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, and such involuntary case or other proceeding shall remain undismissed and unstayed for a period of 60 days; or an order for relief shall be entered against any Loan Party under the Bankruptcy Code; or (j) any member of the ERISA Group shall fail to pay when due an amount or amounts aggregating in excess of $50,000,000 which it shall have become liable to pay under Title IV of ERISA; or notice of intent to terminate a Material Plan shall be filed under Title IV of ERISA by any member of the ERISA Group, any plan administrator or any combination of the foregoing; or the PBGC shall institute proceedings under Title IV of ERISA to terminate, to impose liability (other than for premiums under Section 4007 of ERISA) in respect of, or to cause a trustee to be appointed to administer any Material Plan; or a condition shall exist by reason of which the PBGC would be entitled to obtain a decree
adjudicating that any Material Plan must be terminated; or there shall occur a complete or partial withdrawal from, or default, within the meaning of Section 4219(c)(5) of ERISA, with respect to, one or more Multiemployer Plans which could reasonably be expected to cause one or more members of the ERISA Group to incur a current payment obligation in excess of $50,000,000; or (k) any Loan Party shall fail within sixty (60) days to pay, bond or otherwise discharge any judgment or order for the payment of money in excess of $20,000,000, entered against it that is not stayed on appeal or otherwise being appropriately contested in good faith; or (l) a Change of Control shall have occurred; or (m) the Guaranty shall cease to be in full force or effect or shall be found by any judicial proceeding to be unenforceable or invalid; or the Guarantor shall deny or disaffirm in writing the Guarantor’s obligations under the Guaranty; then, and in every such event, while such event is continuing, the Lender may by notice to the Borrower declare the Loans and Letter of Credit Liabilities (together with accrued interest and accrued and unpaid fees thereon and all other amounts due hereunder) to be, and the Loans and Letter of Credit Liabilities shall thereupon become, immediately due and payable without presentment, demand, protest or other notice of any kind (except as set forth above), all of which are hereby waived by the Borrower and require the Borrower to, and the Borrower shall, cash collateralize (in accordance with Section 2.08(a)(ii)) all Letter of Credit Liabilities then outstanding; provided, that, in the case of any Default or any Event of Default specified in Section 7.01(h) or 7.01(i) above, without any notice to the Borrower or any other act by the Lender, the Loans and Reimbursement Obligations (together with accrued interest and accrued and unpaid fees thereon and all other amounts due hereunder) shall become immediately due and payable without
presentment, demand, protest or other notice of any kind, all of which are hereby waived by the Borrower, and the Borrower shall cash collateralize (in accordance with Section 2.08(a)(ii)) all Letter of Credit Liabilities then outstanding. ARTICLE VIII MISCELLANEOUS 34

Section 8.01 Notices. Except as otherwise expressly provided ha-ein, all notices aid othacommunications hereunder shall be in writing (for purposes hereof, the term " writing" shall include
informa:ion in ela::tronic format such as ela::tronic mail aid internet woo p~es) or by telE:phone
subsa:iuently confirmed in writing. Any notice shall have been duly given aid shal l be effa::tive if
delivered by haid delivery or sent via ela::tronic mail , telecopy, recognized overnight courier service or
certified or registered mail, return receipt requested, or posting on ai internet woo page, aid shal l be
presumed to be received by a party hereto (i) on the date of delivery if delivered by haid or sent by
ela::tronic mail, posting on ai internet woo p~e. or telecopy, (ii) on the Business Day following the day
on which the same has been delivered prE:pai d (or on ai invoice basis) to a rE:putabl e national overnight
air courier service or (iii) on the third Business Day following the day on which the same is sent by
certified or registered mail , post~eprE:paid, in eoch casetotherespectivepartiesat theoodressor telecopy
numbers, in the case of aiy of the Loai Pa-ties aid the Lender, set forth below, aid, in the case of the
Lender, set forth on signaurep~eshereto, or a such other oodressassuch party may ~ocify by written
notice to the other parties hereto:
if to the Loai Pa-ties:
PPL Capital Funding,
Inc. PPL Corporation
Two North Ninth Street
Allentown, Pennsylvaiia 18101-1179
Attention: Treasurer or Assistait Treasurer
TelE:phone: 610-774-5151
Facsimile: 610-774-5235

with a copy to:

PPL Services Corporaion
Two North Ninth Street (GENTW4)
Allentown, Pennsylvaiia 18101-1179
Attention: Frederick C. Paine, E&J.
TelE:phone: 610-774-7445
Facsimile: 610-774-6726
if to the Lender:
The Baik of Nova Scotia
720 King Street West, 4th Floor
Toronto, Ontario Caiooa M5V 2T3
Attention: Nazmul Arefin
Tel E:phone: 416-933-5267
Facsimile: 212-225-5709
Email : Nazmul.Arefin@s::otiabaik.com
with copies to GWSLoaiOps.USCorp@s::otiabaik.com
Section 8.02 No Waivers, Non-Exclusive Remedies. No failure by the Lender to exercise, no
course of deaing with re:pa::t to, aid no delay in exercising aiy right, power or privilege ha-eunder or
under aiy Note or other Loai Document shall operae as a waiver theroof nor shall aiy single or partial
exercisetheroof precludeaiy otha- or further exercisetheroof or the exercise of aiy otha- right, power or
privilege. The rights aid remedies provided herein aid in the other Loan Documents shall be cumulative
aid not exclusive of aiy rights or remedies provided by la.v.
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Section 8.01 Notices. Except as otherwise expressly provided herein, all notices and other communications hereunder shall be in writing (for purposes hereof, the term “writing” shall include information in electronic format such as electronic mail and internet web pages) or by telephone subsequently confirmed in writing. Any notice shall have been duly given and shall be effective if delivered by hand delivery or sent via electronic mail, telecopy, recognized overnight courier service or certified or registered mail, return receipt requested, or posting on an internet web page, and shall be presumed to be received by a party hereto (i) on the date of delivery if delivered by hand or sent by electronic mail, posting on an internet web page, or telecopy, (ii) on the Business Day following the day on which the same has been delivered prepaid (or on an invoice basis) to a reputable national overnight air courier service or (iii) on the third Business Day following the day on which the same is sent by certified or registered mail, postage prepaid, in each case to the respective parties at the address or telecopy numbers, in the case of any of the Loan Parties and the Lender, set forth below, and, in the case of the Lender, set forth on signature pages hereto, or at such other address as such party may specify by written notice to the other parties hereto: if to the Loan Parties: PPL Capital Funding, Inc. PPL Corporation Two North Ninth Street Allentown, Pennsylvania 18101-1179 Attention: Treasurer or Assistant Treasurer Telephone: 610-774-5151 Facsimile: 610-774-5235 with a copy to: PPL Services Corporation Two North Ninth Street (GENTW4) Allentown, Pennsylvania 18101-1179 Attention: Frederick C. Paine, Esq. Telephone: 610-774-7445 Facsimile: 610-774-6726 if to the Lender: The Bank of Nova Scotia 720 King Street West, 4th Floor Toronto, Ontario Canada M5V 2T3 Attention: Nazmul Arefin Telephone: 416-933-5267 Facsimile: 212-225-5709 Email:
Nazmul.Arefin@scotiabank.com with copies to GWSLoanOps.USCorp@scotiabank.com Section 8.02 No Waivers; Non-Exclusive Remedies. No failure by the Lender to exercise, no course of dealing with respect to, and no delay in exercising any right, power or privilege hereunder or under any Note or other Loan Document shall operate as a waiver thereof nor shall any single or partial exercise thereof preclude any other or further exercise thereof or the exercise of any other right, power or privilege. The rights and remedies provided herein and in the other Loan Documents shall be cumulative and not exclusive of any rights or remedies provided by law. 35

Soction 8.03

Expenoos; Indemnification.

(a)
Expenses. The Borrower shall pay (i) al l out-of-pocket expenses of the Lender, induding
legal fees and disbursements of one primay counsel and any other local counsel retained by the Lender
and the Arranger, in its reasonablediocretion, in conne:::tion with thepr~aration, exocution, delivery and
ooministrciion of the Loan Documents, any waiver or consent thereunder or any amendment theroof or
any Default or al leged Default thereunder and (ii) all reasonable out-of-pocket expenses incurred by the
Arranger and the Lender, induding (without duplication) the fees and disbursements of outside counsel,
in conne:::tion with any restructuring, workout, colle:::tion, bankruptcy, insolvency and other enforcement
procee::lings in conne:::tion with the enforcement and prote:::tion of its rights; provided, thci the Borrower
S1all not be liable for any legal fees or disbursements of any counsel for the Arranger and the Lender
incurred prior to the Effe:::tive Date other than Winston & Strawn LLP associcied with the pr~arciion,
exocution and delivery of this Agreement and the dosing documents contemplated hereby.
Indemnity in Rgpg;t of Loan Documents. Each of the Loan Parties agrees to jointly and
(b)
SeVeral Iy indemnify the Arranger and the Lender, their re:pe:::tive A ffi Ii ates and the re:pe:::ti ve di re:::tors,
officers, trustees, agents, employees and advisors of the foregoing (each an " lndemnitee") and hold each
lndemnitee harmless from and aganst any and al l liabilities, obligaions, loS935, damages, penalties,
actions, judgments, rui ts, costs and expenses or disbursements of any kind what&>eVer (ind udi ng, without
limitation, the reasonable fees and disbursements of counsel and any civi l penalties or fines assessed by
OFAC), which may a any time (induding, without limitciion, ci any time following the payment of the
obligations of the Borrower hereunder) be imposed on, incurred by or asserted aganst ruch lndemnitee
in conne:::tion with any investigative, ooministraive or judicial procee::ling (whether or not such
lndemnitee S1all be designated a party thereto) brought or threatened (whether by the Guarantor, the
Borrower, any SUbsidiay or Affiliate of the Borrower or any other Person) in any way relating to or
arising out of this Agreement, any other Loan Document or any documents contemplaed hereby or
thereby or referred to herein or therein or any actual or proposed use of procee::ls of Loans hereunder;
provided, that no Indemni tee S1al I have the right to be indemnified hereunder for ruch I ndemni tee's own
gross negIi gence or wi 11 f ul misconduct as determined by a court of competent j uri s::li cti on in a final, nonappeal able judgment or order.
(c)
Indemnity in Re§Pe:::t of Environmenta Liabilities. Each of the Loan Parties agrees to
j oi ntl y and SeVeral Iy indemnify eoch I ndemni tee and hold eoch Indemni tee harmless from and aga nst any
and all liabilities, obligations, IOS935, damages, penalties, actions, judgments, ruits, dams, costs and
expenses or disbursements of any kind wha&>eVer (ind udi ng, without Ii mi tai on, reasonable expenses of
i nvesti gati on by engineers, environmental conrul tants and si mi Iar technical personnel and reasonable fees
and disbursementsof counsel)which may a anytime(induding, without l imitaion, a any timefollowing
the payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted aganst
ruch I ndemniteein re:pe:::t of or in conne:::tion with any actual or alleged presence or release of Hazardous
SUbstances on or from any property now or pre.tiousy owned or operated by the Guarantor or any of its
SUbsidiaries or any predecessor of the Guarantor or any of its SUbsidiaries, or any and all Environmenta
Liabil ities. Without limiting the generality of the foregoing, the Borrower hereby waves all rights of
contribution or any other rights of recovery with re:pe:::t to liabil ities, obligaions, looies, damages,
penal ti es, actions, judgments, rui ts, costs and expenses and disbursements in re:pe:::t of or in conne:::ti on
with Envi ronmenta Li abi Ii ti es tha it might have by statute or otherwise aga nst any I ndemni tee.
(d)
Waver of Danooes. To the fullest extent permitted by applicable law, no Loan Party
S1all assert, and hereby waves, any dam aganst any lndemnitee, on any thoory of liabil ity, for special ,
indire:::t, con~uential or punitive damages (as opposed to dire:::t or actual damages) arising out of, in
conne:::tion with, or as a rerult of, this Agreement, any other Loan Document or any agreement or
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Section 8.03 Expenses; Indemnification. (a) Expenses. The Borrower shall pay (i) all out-of-pocket expenses of the Lender, including legal fees and disbursements of one primary counsel and any other local counsel retained by the Lender and the Arranger, in its reasonable discretion, in connection with the preparation, execution, delivery and administration of the Loan Documents, any waiver or consent thereunder or any amendment thereof or any Default or alleged Default thereunder and (ii) all reasonable out-of-pocket expenses incurred by the Arranger and the Lender, including (without duplication) the fees and disbursements of outside counsel, in connection with any restructuring, workout, collection, bankruptcy, insolvency and other enforcement proceedings in connection with the enforcement and protection of its rights; provided, that the Borrower shall not be liable for any legal fees or disbursements of any counsel for the Arranger and the Lender incurred prior to the Effective Date other than Winston & Strawn LLP associated with the preparation, execution and delivery of this Agreement and the closing documents contemplated hereby. (b) Indemnity in Respect of Loan Documents. Each of the Loan Parties agrees to jointly and severally indemnify the Arranger and the Lender, their respective Affiliates and the respective directors, officers, trustees, agents, employees and advisors of the foregoing (each an “Indemnitee”) and hold each Indemnitee harmless from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs and expenses or disbursements of any kind whatsoever (including, without limitation, the reasonable fees and disbursements of counsel and any civil penalties or fines assessed by OFAC), which may at any time (including, without limitation, at any time following the payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against such Indemnitee
in connection with any investigative, administrative or judicial proceeding (whether or not such Indemnitee shall be designated a party thereto) brought or threatened (whether by the Guarantor, the Borrower, any Subsidiary or Affiliate of the Borrower or any other Person) in any way relating to or arising out of this Agreement, any other Loan Document or any documents contemplated hereby or thereby or referred to herein or therein or any actual or proposed use of proceeds of Loans hereunder; provided, that no Indemnitee shall have the right to be indemnified hereunder for such Indemnitee’s own gross negligence or willful misconduct as determined by a court of competent jurisdiction in a final, non- appealable judgment or order. (c) Indemnity in Respect of Environmental Liabilities. Each of the Loan Parties agrees to jointly and severally indemnify each Indemnitee and hold each Indemnitee harmless from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, claims, costs and expenses or disbursements of any kind whatsoever (including, without limitation, reasonable expenses of investigation by engineers, environmental consultants and similar technical personnel and reasonable fees and disbursements of counsel) which may at any time (including, without limitation, at any time following the payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against such Indemnitee in respect of or in connection with any actual or alleged presence or release of Hazardous Substances on or from any property now or previously owned or operated by the Guarantor or any of its Subsidiaries or any predecessor of the Guarantor or any of its Subsidiaries, or any and all Environmental Liabilities. Without limiting the generality of the foregoing, the Borrower hereby waives all rights of contribution or any other rights of recovery with respect to liabilities, obligations, losses, damages,
penalties, actions, judgments, suits, costs and expenses and disbursements in respect of or in connection with Environmental Liabilities that it might have by statute or otherwise against any Indemnitee. (d) Waiver of Damages. To the fullest extent permitted by applicable law, no Loan Party shall assert, and hereby waives, any claim against any Indemnitee, on any theory of liability, for special, indirect, consequential or punitive damages (as opposed to direct or actual damages) arising out of, in connection with, or as a result of, this Agreement, any other Loan Document or any agreement or 36

instrument contemplated hereby or thereby, thetra,sa;tionscontemplated hereby or thereby, aiy Loa, or
Letter of Credit or the use of the proceeds thereof. No lndemnitee referred to in clause (b) cboveshal be
licblefor aiy daricgesa-ising from the use by unintended recipients of aiy informaion or other materias
distributed by it through telocommunications, electronic or other information traismission Systems in
connection with this Agreement or the other Loa, Documents or thetransa::tionscontemplated hereby or
thereby; provided that nothing in this Section 8.03{d) shal relieve the Lender from its obl igations under
Section 8.12.
Section 8.04 Amendments and Wavers. Any provision of this Agreement or the Notes may be
ariended or waved if, but only if such ariendment or waver is in writing aid is signed by the Loa,
Pa:tiesaid the Lender.
Section 8.05

Succesoors a,d Assigns.

(a)
Succesoors a,d Assigns. The provisions of this Agreement shal be binding upon a,d
inure to the benefit of the parties hereto aid tha r re:pecti ve succesoors aid assigns, exaspt that no L 001
Pa:ty may assign or otherwise transfer aiy of its rights under this Agreement without the prior written
consent of the Lender, exaspt to the extent aiy such assignment results from the consummaion of a
merger or consol idaion permitted pursuait to this Agreement.
(b)
Rooister. The Borrower hereby designaes the Lender to save as the Borrowa-'s agent,
rolely for purposes of this Section 8.05{b), to (i) mantan a register (the "Rooister") on which the Lender
wi II rocord the L 001s ma::le by the Lender a,d each rE,payment in re:pect of the pri nci pa amount of the
L001s of the Lenda- aid to (ii) retain a copy of each Assignment aid Assumption Agreement delivered
to the Lenda- pursuait to this Section. Falure to mace aiy such rocordciion, or aiy error in such
rocordciion, sha I not affect the Borrowa-'s obligation in respect of such L001s. The entries in the Register
shal be conclusive, in the cbsence of maiifest error, and the Borrower a,d the Lenda- shal treat each
Person in whosenariea L001 a,d the Note evidencing thesa-neis registered as theowna- tha-eof for al
purposes of this Agreement, notwi thsta,di ng notice or a,y provision ha-ei n to the contrary.
Section 8.06 Governing Lem; Submission to .llriooiction. This Agreement a,d each Note shal
begova-ned by and construed in accordaicewith the inta-na laws of the Stcteof Ne.v York. Each Loa,
Pa:ty ha-eby submits to the nonexclusive juriooiction of the United Stcies District Court for the Southa-n
District of Ne.v York aid of aiy Ne.v York State court sitting in Ne.v York City for purposes of al lega
proceedings a ising out of or relating to this Agreement or the traisa;tions contemplated hereby. Each
Loa, Pa-ty irrevoccbly waves, to the fullest extent permitted by law, aiy objection which it may now or
hereafta- have to the Iayi ng of the venue of a,y such proceeding brought in such court aid aiy cl a m that
aiy such proceeding brought in aiy such court has been brought in ai inconvenient forum.
Section 8.07 Countaparts; lntoorciion; Effectivenes.5. This Agreement shal bocome effective
on the Effective Date. This Agreement may be signed in aiy numba- of counterparts, each of which sha l
be a, ori gi na, with the SaTie effect as if the signatures thereto a,d hereto were upon the sa-ne instrument.
On aid after the Effective Date, this Agreement a,d the other Loa, Documents constitute the entire
cgreement and understaiding ariong the parties hereto aid supersa::!e aiy aid al prior cgreements and
understandings, ora or written, rel cti ng to the subj eel mater hereof and thereof.
Section 8.08 Gena-aly Acq:pted Accounting Principles. Unless otherwise ::pecified ha-ein, al
accounting terms usa::! herein shal be interpreted, al accounting determinaions hereunder shal be male
aid a I f i naici a statements ra;iui red to be delivered hereunda- sha I be prE,paed in accordaice with GAA P
as in effect from time to time, ~plied on a basis consistent (exaspt for chaiges concurred in by the
Gua-aitor's independent public accountaits) with the audited consolidated finaicia statements of the
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instrument contemplated hereby or thereby, the transactions contemplated hereby or thereby, any Loan or Letter of Credit or the use of the proceeds thereof. No Indemnitee referred to in clause (b) above shall be liable for any damages arising from the use by unintended recipients of any information or other materials distributed by it through telecommunications, electronic or other information transmission systems in connection with this Agreement or the other Loan Documents or the transactions contemplated hereby or thereby; provided that nothing in this Section 8.03(d) shall relieve the Lender from its obligations under Section 8.12. Section 8.04 Amendments and Waivers. Any provision of this Agreement or the Notes may be amended or waived if, but only if such amendment or waiver is in writing and is signed by the Loan Parties and the Lender. Section 8.05 Successors and Assigns. (a) Successors and Assigns. The provisions of this Agreement shall be binding upon and inure to the benefit of the parties hereto and their respective successors and assigns, except that no Loan Party may assign or otherwise transfer any of its rights under this Agreement without the prior written consent of the Lender, except to the extent any such assignment results from the consummation of a merger or consolidation permitted pursuant to this Agreement. (b) Register. The Borrower hereby designates the Lender to serve as the Borrower’s agent, solely for purposes of this Section 8.05(b), to (i) maintain a register (the “Register”) on which the Lender will record the Loans made by the Lender and each repayment in respect of the principal amount of the Loans of the Lender and to (ii) retain a copy of each Assignment and Assumption Agreement delivered to the Lender pursuant to this Section. Failure to make any such recordation, or any error in such recordation, shall not affect the Borrower’s obligation in respect of such Loans. The entries in the Register shall be
conclusive, in the absence of manifest error, and the Borrower and the Lender shall treat each Person in whose name a Loan and the Note evidencing the same is registered as the owner thereof for all purposes of this Agreement, notwithstanding notice or any provision herein to the contrary. Section 8.06 Governing Law; Submission to Jurisdiction. This Agreement and each Note shall be governed by and construed in accordance with the internal laws of the State of New York. Each Loan Party hereby submits to the nonexclusive jurisdiction of the United States District Court for the Southern District of New York and of any New York State court sitting in New York City for purposes of all legal proceedings arising out of or relating to this Agreement or the transactions contemplated hereby. Each Loan Party irrevocably waives, to the fullest extent permitted by law, any objection which it may now or hereafter have to the laying of the venue of any such proceeding brought in such court and any claim that any such proceeding brought in any such court has been brought in an inconvenient forum. Section 8.07 Counterparts; Integration; Effectiveness. This Agreement shall become effective on the Effective Date. This Agreement may be signed in any number of counterparts, each of which shall be an original, with the same effect as if the signatures thereto and hereto were upon the same instrument. On and after the Effective Date, this Agreement and the other Loan Documents constitute the entire agreement and understanding among the parties hereto and supersede any and all prior agreements and understandings, oral or written, relating to the subject matter hereof and thereof. Section 8.08 Generally Accepted Accounting Principles. Unless otherwise specified herein, all accounting terms used herein shall be interpreted, all accounting determinations hereunder shall be made and all financial statements required to be delivered hereunder shall be prepared in
accordance with GAAP as in effect from time to time, applied on a basis consistent (except for changes concurred in by the Guarantor’s independent public accountants) with the audited consolidated financial statements of the 37

Gua-a,tor a,d its Conrolidcted Subsidia-ies most roc.ently delivered to the Lender: provided, thct, if the
Gua-a,tor notifies the Lender that theGua-a,tor wishes to c111€11d a,y covena,t in Artide VI to eliminate
the effect of a,y cha,ge in GAAPtheoperction of such covena,t (or if the Lender notifiestheGua-a,tor
that the Lender wish to a-nend Artide V I for ruch purpose), then the Gua-a,tor's compliance with such
covena,t shal l be determined on the basis of GAAP in effect immedictefy before the refeva,t cha,ge in
GAAP beca-ne effective, unti l either 9Jch notice is withdrawn or ruch covena,t is a-nended in a mamer
sctisactory to the Gua-a,tor a,d the Lender.
Sa::tion 8.09 ~
- The following rules of construction a,d usage shall be applicable to this
Agreement a,d to any instrument or agreement that is governed by or ra'erred to in this Agreement.
(a)
All terms defined in this Agreement shall have the defined mea,ings when used in a,y
instrument governed hereby or referred to herein a,d in a,y certificate or other document ma::te or
def ivered purrua,t hereto or thereto uni ess otherwise defined therein.
(b)
The words "hereof', "herein", "hereunder" and words of similar import when used in this
Agreement or in a,y instrument or agreement governed here shal I be construed to refer to this Agreement
or ruch instrument or agreement, as applicable, in its entirety and not to a,y particula- provision or
rubdivision hereof or thereof.
(c)
References in this Agreement to "Artide", " Sa::tion" , " Exhibit" , " Schedule" or another
rubdivision or cttachment sha l be construed to refer to a, artide, section or other rubdivision of, or a,
exhibit, schedule or other attachment to, this Agreement uni ess the context otherwise requires; references
in a,y instrument or agreement governed by or referred to in this Agreema,t to "Article", " Sa::tion",
" Exhibit" , " Schedule" or another subdivision or attachment shall be constrned to refer to an article, section
or other subdivision of, or a, exhibit, schedule or other attachment to, ruch instrument or agreement
uni ess the context otherwise requires.
(d)
Theda'initionscontained in this Agreement shal l apply equally to thesingula- a,d plura
forms of ruch terms. Whenever the context may require, a,y pronoun shal I include the corre:pondi ng
masculine, feminine a,d neuter forms. The word "wi ll " shall be construed to have the same meaning as
the word "shall". The term " induding" shall be construed to bave the same meaning as the phrase
" including without Limitation".
Unless the context otherwise requires, a,y definition of or reference to a,y agreement,
(e)
instrument, statute or document contained in this Agreement or in a,y agreement or instrument that is
governed by or ra'erred to in this Agreement shal l be construed (i) as referring to such agreement,
instrument, stctute or document as the sane may be c111€11ded, ruppl emented or otherwise modified from
ti me to time (rubj ect to a,y restrictions on ruch a-nendments, rupplements or modificctions set forth in
this Agreement or in a,y agreement or instrument governed by or referred to in thisAgreement), induding
(in the case of agreements or instruments) by waiver or consent a,d (in the case of statutes) by succession
of compa-abl e ruccessor statutes a,d (ii) to include (in the case of agreements or instruments) references
to a l attachments thereto a,d instrurna,ts incorporcted therein. Any reference to a,y Perron shal l be
construed to ind ude ruch Person's successors and permitted assigns.
(f)
Unless the context otherwise requires, whenever any statement is qualified by "to the best
knowledge of' or "known to" (or a similar phrase) any Person thct is not a nctural perron, it is intended
to indicate thct the senior ma,agement of ruch Person has conducted a commercially rearonable inquiry
a,d i nvesti gcti on prior to mal<i ng such stctement a1d no member of the senior ma,agement of ruch Perron
(including ma,agers, in the case of limited liability oornpa,ies, a,d general partners, in the case of
partnerships) has current actua know! edge of the inaccuracy of ruch statement.
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Guarantor and its Consolidated Subsidiaries most recently delivered to the Lender; provided, that, if the Guarantor notifies the Lender that the Guarantor wishes to amend any covenant in Article VI to eliminate the effect of any change in GAAP the operation of such covenant (or if the Lender notifies the Guarantor that the Lender wish to amend Article VI for such purpose), then the Guarantor’s compliance with such covenant shall be determined on the basis of GAAP in effect immediately before the relevant change in GAAP became effective, until either such notice is withdrawn or such covenant is amended in a manner satisfactory to the Guarantor and the Lender. Section 8.09 Usage. The following rules of construction and usage shall be applicable to this Agreement and to any instrument or agreement that is governed by or referred to in this Agreement. (a) All terms defined in this Agreement shall have the defined meanings when used in any instrument governed hereby or referred to herein and in any certificate or other document made or delivered pursuant hereto or thereto unless otherwise defined therein. (b) The words “hereof”, “herein”, “hereunder” and words of similar import when used in this Agreement or in any instrument or agreement governed here shall be construed to refer to this Agreement or such instrument or agreement, as applicable, in its entirety and not to any particular provision or subdivision hereof or thereof. (c) References in this Agreement to “Article”, “Section”, “Exhibit”, “Schedule” or another subdivision or attachment shall be construed to refer to an article, section or other subdivision of, or an exhibit, schedule or other attachment to, this Agreement unless the context otherwise requires; references in any instrument or agreement governed by or referred to in this Agreement to “Article”, “Section”, “Exhibit”, “Schedule” or another subdivision or attachment shall be construed to refer to an article, section or other
subdivision of, or an exhibit, schedule or other attachment to, such instrument or agreement unless the context otherwise requires. (d) The definitions contained in this Agreement shall apply equally to the singular and plural forms of such terms. Whenever the context may require, any pronoun shall include the corresponding masculine, feminine and neuter forms. The word “will” shall be construed to have the same meaning as the word “shall”. The term “including” shall be construed to have the same meaning as the phrase “including without limitation”. (e) Unless the context otherwise requires, any definition of or reference to any agreement, instrument, statute or document contained in this Agreement or in any agreement or instrument that is governed by or referred to in this Agreement shall be construed (i) as referring to such agreement, instrument, statute or document as the same may be amended, supplemented or otherwise modified from time to time (subject to any restrictions on such amendments, supplements or modifications set forth in this Agreement or in any agreement or instrument governed by or referred to in this Agreement), including (in the case of agreements or instruments) by waiver or consent and (in the case of statutes) by succession of comparable successor statutes and (ii) to include (in the case of agreements or instruments) references to all attachments thereto and instruments incorporated therein. Any reference to any Person shall be construed to include such Person’s successors and permitted assigns. (f) Unless the context otherwise requires, whenever any statement is qualified by “to the best knowledge of” or “known to” (or a similar phrase) any Person that is not a natural person, it is intended to indicate that the senior management of such Person has conducted a commercially reasonable inquiry and investigation prior to making such statement and no member of the senior management of such Person (including managers, in
the case of limited liability companies, and general partners, in the case of partnerships) has current actual knowledge of the inaccuracy of such statement. 38

(g)
Unles.5 othewise specified, all references herein to times of day Slall constitute
references to Eastern Time.
&dion 8.10 WAIVER OF JURY TRIAL. EACH OF THE LOAN PARTIES HEREBY
IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JJRY IN ANY LEGAL
PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE
TRANS\CTIONSCONTEMPLATED HEREBY.
&di on 8.11 Confidentiality. The Lender agrees to hold al I non-public i nformai on obtained
pursuant to the requirements of this Agreement in accordance with its customa-y procedure for hand! i ng
confidential information of thisna'.ureand in accordancewith safe and round banking practices; provided,
that nothing herein shall prevent the Lender from dis::losing such informaion (i) to any other Perron if
reaoonably incidental totheooministration of the Loans and Letter of Credit Liabilities, (i i) upon the order
of any court or oomi ni strati ve agency, (iii) to the extent requested by, or required to be di s::I osed to, any
raing agency or regulatory agency or similar authority (including any self-regulatory authority, such as
the Naional Ass:x::ia'.ion of Insurance Commissioners), (iv) which hoo been publicly dis::losed other than
as a result of adis::losureby the Lender prohibited by this Agreement, (v) in connection with any litiga'.ion
to which the Lender or any of its Subsi diaries or A ffi Ii aes may be party, (vi) to the extent na:;essa-y in
connection with theexerciseof any remedy hereunder, (vi i) to the Lender's Affiliaes and their reEpective
directors, officers, employees and agents including legal counsel and indEVendent auditors (it being
understood that the Perrons to whom such di sci osure is mooe wi 11 be informed of the confidential na'.ure
of such informaion and instructed to keep such informaion confidential), (viii) with the consent of the
Borrower, (ix) to Gold Sheets and other si mi Iar bank trooe publications, such i nformai on to consist ool el y
of dea terms and other informa'.ion customarily found in such publicaions and (x) subject to provisions
substantially similar to those contained in this &dion, to any actual or proposed participant or assignee
or to any actual or pr~ective counterparty (or its oovirors) to any securitizaion, swc:p or derivative
transaction relating to the Loan Parties' Obligations hereunder. Notwithstanding the foregoing, the Lender
or Winston & Strawn LL P may ci rcul a'.e promotional materials and pl ace advertisements in ti nanci al and
other new~c:persand periodicals or on a homepage or similar place for disseminaion of information on
the Internet or worldwide web, in ea:h case, after the closing of the transactions contemplaed by this
Agreement in the form of a "tombstone" or other release limited to describing the names of the Loan
Parties or their Affiliaes, or any of them, and the a-nount, type and closing da'.e of such transactions, all
at their roleexpense.
&dion 8.12 US\ PATRIOT Act Notice. If the Lender issubja::t to the Patriot Act (as hereinafter
defined) it hereby notifies the Loan Parties that pursuant to the requirements of the US\ PATRIOT Act
(Titl e Ill of Pub. L. 107-56 (signed into law October 26, 2001)) (the " Patriot Act"), it is required to obtain,
verify and ra::ord information that identifies the Borrower and the Guarantor, which informaion includes
the name and oodres.5of ea:h Loan Party and other informaion tha will allow the Lender to identify ea:h
Loan Party in accordance with the Patriot Act.
&dion 8.13 No Fiducia:y Duty. The Lender and its Affiliates (collectively, rolely for purposes
of this paragraph, the "Lender Parties''), may have economic interests that conflict with those of the Loan
Parties, their reEpective Affiliates and/or their reEpective stockholders (collectively, rolely for purposes
of this paragraph, the " Borrower Parties"). Each Loan Party agrees that nothing in the Loan Documents
or othewise will be deemed to creae an oovisory, fiducia-y or agency rela'.ionship or fiducia-y or other
implied duty (other than any implied duty of good faith) between the Lender Party, on the one hand, and
any Borrower Party, on the other. The Lender Parties acknowledge and agree tha (a) the transactions
contemplaed by the Loan Documents (including the exercise of rights and remedies hereunder and
thereunder) are arm' s-Iength commercial transactions between the Lender Parties, on the one hand, and
the Loan Parties, on the other and (b) in connection therewith and with the process leading thereto, (i) no
Lender Party has 8S9Jmed an oovisory or fiduciary reEponsibility in favor of any Borrower Party with
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(g) Unless otherwise specified, all references herein to times of day shall constitute references to Eastern Time. Section 8.10 WAIVER OF JURY TRIAL. EACH OF THE LOAN PARTIES HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. Section 8.11 Confidentiality. The Lender agrees to hold all non-public information obtained pursuant to the requirements of this Agreement in accordance with its customary procedure for handling confidential information of this nature and in accordance with safe and sound banking practices; provided, that nothing herein shall prevent the Lender from disclosing such information (i) to any other Person if reasonably incidental to the administration of the Loans and Letter of Credit Liabilities, (ii) upon the order of any court or administrative agency, (iii) to the extent requested by, or required to be disclosed to, any rating agency or regulatory agency or similar authority (including any self-regulatory authority, such as the National Association of Insurance Commissioners), (iv) which had been publicly disclosed other than as a result of a disclosure by the Lender prohibited by this Agreement, (v) in connection with any litigation to which the Lender or any of its Subsidiaries or Affiliates may be party, (vi) to the extent necessary in connection with the exercise of any remedy hereunder, (vii) to the Lender’s Affiliates and their respective directors, officers, employees and agents including legal counsel and independent auditors (it being understood that the Persons to whom such disclosure is made will be informed of the confidential nature of such information and instructed to keep such information confidential), (viii) with the consent of the Borrower, (ix) to Gold Sheets and other similar bank trade publications, such information to
consist solely of deal terms and other information customarily found in such publications and (x) subject to provisions substantially similar to those contained in this Section, to any actual or proposed participant or assignee or to any actual or prospective counterparty (or its advisors) to any securitization, swap or derivative transaction relating to the Loan Parties’ Obligations hereunder. Notwithstanding the foregoing, the Lender or Winston & Strawn LLP may circulate promotional materials and place advertisements in financial and other newspapers and periodicals or on a home page or similar place for dissemination of information on the Internet or worldwide web, in each case, after the closing of the transactions contemplated by this Agreement in the form of a “tombstone” or other release limited to describing the names of the Loan Parties or their Affiliates, or any of them, and the amount, type and closing date of such transactions, all at their sole expense. Section 8.12 USA PATRIOT Act Notice. If the Lender is subject to the Patriot Act (as hereinafter defined) it hereby notifies the Loan Parties that pursuant to the requirements of the USA PATRIOT Act (Title III of Pub. L. 107-56 (signed into law October 26, 2001)) (the “Patriot Act”), it is required to obtain, verify and record information that identifies the Borrower and the Guarantor, which information includes the name and address of each Loan Party and other information that will allow the Lender to identify each Loan Party in accordance with the Patriot Act. Section 8.13 No Fiduciary Duty. The Lender and its Affiliates (collectively, solely for purposes of this paragraph, the “Lender Parties”), may have economic interests that conflict with those of the Loan Parties, their respective Affiliates and/or their respective stockholders (collectively, solely for purposes of this paragraph, the “Borrower Parties”). Each Loan Party agrees that nothing in the Loan Documents or otherwise will be deemed to
create an advisory, fiduciary or agency relationship or fiduciary or other implied duty (other than any implied duty of good faith) between the Lender Party, on the one hand, and any Borrower Party, on the other. The Lender Parties acknowledge and agree that (a) the transactions contemplated by the Loan Documents (including the exercise of rights and remedies hereunder and thereunder) are arm’s-length commercial transactions between the Lender Parties, on the one hand, and the Loan Parties, on the other and (b) in connection therewith and with the process leading thereto, (i) no Lender Party has assumed an advisory or fiduciary responsibility in favor of any Borrower Party with 39

respect to the trc11socti ons contemplated hereby (or the exercise of rights or remedies with re:pect thereto)
or the process Iea:li ng thereto ( i rre:pecti ve of whether the Lender Paiy ha, advised, is current! y advising
or wi 11advise a,y Borrower Pa1y on other matters) or c11y other obi igction to c11y Borrower Pa1y except
the obligations expressly set forth in the LOc11 Documents a,d (ii) the Lender isocting solely a, principal
c11d not a, the agent or fi duci cry of a,y Borrower Paiy. Eoch L Oc11 Pa1y ocknowl edges c11d agrees thct
it ha, cons.Jlted its own le:;1al c11d finc11cial advirors to the extent it deemed ~propriate c11d tha it is
re:ponsi bl e for rna<i ng its own independent judgment with re:pect to &Jch trc11socti ons cl1d the process
lea:ling thereto. Ecdl LOc11 Paiy agrees that it will not dam that the Lender Pa1y ha, rendered advirory
services of a,y nature or re:pect, or owesafidudery or similer duty to a,y Borrower Paiy, in connection
with &Jch trc11socti on or the process Iea:li ng thereto.
Soction 8.14. Interest Rae Limitaion. Notwithstc11ding c11ything herein to the contrcry, if a a,y
time the interest rcte ~plicable to a,y Loan, together with all fees, cherges c11d other anounts which ere
treated a, interest on &Jch LOc11 under applicable law (collectively the " Cherges"), shall exceed the maxi mum
lawful rate (the " Maximum Rae'') which may be contracted for, charged, taken, received or reserved by the
Lender holding &Jch Loa, in axordc11cewith ~plicable law, the rae of interest paycble in re:pect of &Jch
LOc11 hereunder, together with all Chergespaycble in respect thereof, shall be limited to the Maximum Rae
cl"ld, to the extent lawful , the interest c11d Cherges that would have been paycble in re:pect of &Jch LOc11 but
were not paycbl e a, a re&JIt of the operation of this Section shal I be cumul aed c11d the interest and Cherges
paycble to the Lender in re:pect of other LOc11s or periods shall be increased (but not cbove the Maximum
Rae therefor) until &Jch cumulaed anount, together with interest thereon at the Federal Funds Rcte to the
dcte of repayment, shal I have been ra::eived by the Lender.
Soction 8.15. Severcbi lity. Any provision of c11y LOc11 Document held to be invalid, ille:Jal or
unenforc:eoole in a,y juris::liction shall, a, to such juris::liction, be ineffective to the extent of &Jch invalidity,
ille:;1ality or unenforc:eooi lity without afecting the validity, le;Jality c11d enforc:eooil ity of the rernaning
provisions thereof; c11d the invalidity of a particuler provision in a particuler juris::liction shall not invalidate
&Jch provision in a,y other juris::liction.
Socti on 8.16. Hea:li ngs. A rti de c11d Section hea:li ngs c11d the Tcbl e of Contents used herein ere for
convenience of reference only, a-e not part of this Agreement c11d shall not affect the construction of, or be
tal<en into consideration in interpreting, this Agreement.
ARTICLE IX
GUARANTY
Section 9.01 Gua-c11ty. TheGua-c11tor unconditionally, cbsolutely c11d irrevocably gua-c11teesto
the Lender, a,though it wa,aprimcry obligorfor, the full cl1d punctual payment of theObligationswhen
due (whether a staed maurity, upon acceleration or otherwise). If the Borrower fals to pay c11y
Obligaion punctually when due, the Gua-c11tor agrees tha it will forthwith on dema,d pay the anount
not ro pad at the place cl1d in the mc11ner ~edfied in the relevant LOc11 Document. Notwithstc11ding the
fore:;1oing, thelicbility of theGuerantor individually with re:pecttoitsobligations, induding any payment
made pur&Jc11t to, this Gueranty shal I be Ii mi ted to an aggre:;1ae anount equal to the maxi mum anount
that would not render the Gua-c11tor's obl igations hereunder &Jbj ect to avoidc11ce under the Bc11kruptcy
Code or any compercbl e provisions of any ~Ii cable state Iaw. This Gua-c11ty is a Gua-c11tee of payment
c11d not merely of collection.
Section 9.02 Gueranty Unconditional. The obligaions of the Guerantor hereunder shall be
unconditional c11d cbrolute c11d, without limiting the gena-ality of the fore:;1oing, shall not be released,
di~a-ged or otherwise aff~ed by:
(a)

any chc11ge in the amount or purpose of or the ti me, ma,ner, method, or pl ace of payment
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respect to the transactions contemplated hereby (or the exercise of rights or remedies with respect thereto) or the process leading thereto (irrespective of whether the Lender Party has advised, is currently advising or will advise any Borrower Party on other matters) or any other obligation to any Borrower Party except the obligations expressly set forth in the Loan Documents and (ii) the Lender is acting solely as principal and not as the agent or fiduciary of any Borrower Party. Each Loan Party acknowledges and agrees that it has consulted its own legal and financial advisors to the extent it deemed appropriate and that it is responsible for making its own independent judgment with respect to such transactions and the process leading thereto. Each Loan Party agrees that it will not claim that the Lender Party has rendered advisory services of any nature or respect, or owes a fiduciary or similar duty to any Borrower Party, in connection with such transaction or the process leading thereto. Section 8.14. Interest Rate Limitation. Notwithstanding anything herein to the contrary, if at any time the interest rate applicable to any Loan, together with all fees, charges and other amounts which are treated as interest on such Loan under applicable law (collectively the “Charges”), shall exceed the maximum lawful rate (the “Maximum Rate”) which may be contracted for, charged, taken, received or reserved by the Lender holding such Loan in accordance with applicable law, the rate of interest payable in respect of such Loan hereunder, together with all Charges payable in respect thereof, shall be limited to the Maximum Rate and, to the extent lawful, the interest and Charges that would have been payable in respect of such Loan but were not payable as a result of the operation of this Section shall be cumulated and the interest and Charges payable to the Lender in respect of other Loans or periods shall be increased (but not above the Maximum Rate therefor) until such
cumulated amount, together with interest thereon at the Federal Funds Rate to the date of repayment, shall have been received by the Lender. Section 8.15. Severability. Any provision of any Loan Document held to be invalid, illegal or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such invalidity, illegality or unenforceability without affecting the validity, legality and enforceability of the remaining provisions thereof; and the invalidity of a particular provision in a particular jurisdiction shall not invalidate such provision in any other jurisdiction. Section 8.16. Headings. Article and Section headings and the Table of Contents used herein are for convenience of reference only, are not part of this Agreement and shall not affect the construction of, or be taken into consideration in interpreting, this Agreement. ARTICLE IX GUARANTY Section 9.01 Guaranty. The Guarantor unconditionally, absolutely and irrevocably guarantees to the Lender, as though it was a primary obligor for, the full and punctual payment of the Obligations when due (whether at stated maturity, upon acceleration or otherwise). If the Borrower fails to pay any Obligation punctually when due, the Guarantor agrees that it will forthwith on demand pay the amount not so paid at the place and in the manner specified in the relevant Loan Document. Notwithstanding the foregoing, the liability of the Guarantor individually with respect to its obligations, including any payment made pursuant to, this Guaranty shall be limited to an aggregate amount equal to the maximum amount that would not render the Guarantor’s obligations hereunder subject to avoidance under the Bankruptcy Code or any comparable provisions of any applicable state law. This Guaranty is a Guarantee of payment and not merely of collection. Section 9.02 Guaranty Unconditional. The obligations of the Guarantor hereunder shall be unconditional and absolute and, without
limiting the generality of the foregoing, shall not be released, discharged or otherwise affected by: (a) any change in the amount or purpose of or the time, manner, method, or place of payment 40

or periormaice of aiy of the Obl igations or any extension, renewal, settlement, compromise, wavff or
release in re:pect of aiy obligation of the Borrowff or aiy othff Perron undff aiy Loa, Document, by
opffation of lat. or otherwise;

any modificaion, extension, renewal or c111endment of or supplement to aiy Loa,
(b)
Document or aiy of theObl igationsor aiy execution or delivffY of aiy a:lditional LoaiDocuments;
any release, imparment, non-pfffection or invalidity of a,y direct or indirect security for
(c)
a,y obligation of the Borrowff or a,y othff Pa-son undff a,y Loa, Document;
aiy cha,ge in the corporcie existence, structure or ownffship of the Borrowff or aiy
(d)
othff Person or aiy of their re:pective Subsidiaries, or a,y in&>lvency, bcnkruptcy, roorgaiization or
othff si mi Iar proceeding affecting the Borrowff or a,y othff Pa-son or a,y of their assets or aiy resulting
release or dis::harge of aiy obligation (induding aiy of the Obligations) of the Borrowff or a,y other
Pa-son undff aiy Loa, Document;
(e)
the existence of a,y clam, set-off, defense, countffclam, withholding or othff right that
the Guaraitor or the Borrowff may have a a,y time c:ganst aiy Pa-son (induding the Lendff), whether
in connection with the Loa, Documents or aiy unrelcied trcnsoctions: provided thci nothing hffein shall
prevent theas93rtion of aiy such dam or defense by 9:parciesuit or compulrory countffclam;
(f)
a,y avoidaice, subordination, invalidity or unenforceooility rela'.ing to or c:ganst the
Borrowff or a,y othff Perron for a,y reaoon of a,y Obligation or a,y Loa, Document, aiy provision of
cpplicrolelatv or regulation purporting to prohibit the payment of aiy Obligation by theBorrowff or aiy
othff Person, or the Borrowff denies that it has aiy or furthff licbility or obl igation undff aiy Loa,
Document, or purports to revoke, tffmi nate or reoci nd a,y Obi igati on or provision of any Loa, Document;
aiy falureof the Lendff toas9311 aiy claim or dema,d or to exffciseor enforceaiy right
(g)
or remedy undff the provisions of aiy Loa, Document or to assert aiy breoch of or defailt undff aiy
Loa, Document or aiy breoch of the Obi i gati ons; or
a,y other oct or omission to oct or delay of aiy kind by the Borrowff, a,y othff paty to
(h)
aiy Loa, Document or aiy other Pa-ron, or aiy othff circumstaice whci9)€Vff that might, but for
the provisions of this claise (h), constitute a legal or a:iuitcble di&:harge of or defense to aiy obligation
of the Guaraitor hereundff.
Section 9.03 Discharge Only Upon Peyment in Ful l : Reinstatement in ea-tan Circumstaices.
The Guaraitor's obi i gciions hffeundff shal I rema n in ful I force aid effect unti I al I Obi i gations shal I have
been pad in full aid all Lettffs of Credit have eithff expired, been repad in full or been cash
collctffalized. If at aiy timeaiy payment of aiy Obligation is reocinded or must be otherwise resored or
returned upon the i n&>I vency, balkruptcy or roorga,i zati on of the Borrowff or othffWi se, the Guara,tor' s
obi i gati ons hffeundff shal I be reinstated as though such payment ha:! been due but not ma:le at such ti me.
Section 9.04 Wavff by Guarcntor. The Guaraitor irrevocroly waves (a) acceptaice hffoof,
presentment, demcnd for periormcnce, promptness, diligence, notice of non-pffforma,ce, defailt,
accelffation, prote& or dishonor aid aiy notice not provided for ha'ein, (b) aiy ra:iuirement that at aiy
timeaiy oction beta<en by aiy Person c:ganst the Borrowff or aiy othff Person, (c) any right to revoke
this Guaraity, aid (d) aiy defense based on aiy right of set-off, recoupment, countffclam, withholding
or othff deduction of a,y naturec:ganst or in re:pect of the Obligations.
Section 9.05 Subroqaion. Upon ma<ing payment with re:pect to aiy Obligaion, the Guaraitor
shal I be subrogcied to the rights of the payee c:ga nst the Borrowff with re:pect to such payment; provided
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or performance of any of the Obligations or any extension, renewal, settlement, compromise, waiver or release in respect of any obligation of the Borrower or any other Person under any Loan Document, by operation of law or otherwise; (b) any modification, extension, renewal or amendment of or supplement to any Loan Document or any of the Obligations or any execution or delivery of any additional Loan Documents; (c) any release, impairment, non-perfection or invalidity of any direct or indirect security for any obligation of the Borrower or any other Person under any Loan Document; (d) any change in the corporate existence, structure or ownership of the Borrower or any other Person or any of their respective Subsidiaries, or any insolvency, bankruptcy, reorganization or other similar proceeding affecting the Borrower or any other Person or any of their assets or any resulting release or discharge of any obligation (including any of the Obligations) of the Borrower or any other Person under any Loan Document; (e) the existence of any claim, set-off, defense, counterclaim, withholding or other right that the Guarantor or the Borrower may have at any time against any Person (including the Lender), whether in connection with the Loan Documents or any unrelated transactions; provided that nothing herein shall prevent the assertion of any such claim or defense by separate suit or compulsory counterclaim; (f) any avoidance, subordination, invalidity or unenforceability relating to or against the Borrower or any other Person for any reason of any Obligation or any Loan Document, any provision of applicable law or regulation purporting to prohibit the payment of any Obligation by the Borrower or any other Person, or the Borrower denies that it has any or further liability or obligation under any Loan Document, or purports to revoke, terminate or rescind any Obligation or provision of any Loan Document; (g) any failure of the Lender to assert any
claim or demand or to exercise or enforce any right or remedy under the provisions of any Loan Document or to assert any breach of or default under any Loan Document or any breach of the Obligations; or (h) any other act or omission to act or delay of any kind by the Borrower, any other party to any Loan Document or any other Person, or any other circumstance whatsoever that might, but for the provisions of this clause (h), constitute a legal or equitable discharge of or defense to any obligation of the Guarantor hereunder. Section 9.03 Discharge Only Upon Payment in Full; Reinstatement in Certain Circumstances. The Guarantor’s obligations hereunder shall remain in full force and effect until all Obligations shall have been paid in full and all Letters of Credit have either expired, been repaid in full or been cash collateralized. If at any time any payment of any Obligation is rescinded or must be otherwise restored or returned upon the insolvency, bankruptcy or reorganization of the Borrower or otherwise, the Guarantor’s obligations hereunder shall be reinstated as though such payment had been due but not made at such time. Section 9.04 Waiver by Guarantor. The Guarantor irrevocably waives (a) acceptance hereof, presentment, demand for performance, promptness, diligence, notice of non-performance, default, acceleration, protest or dishonor and any notice not provided for herein, (b) any requirement that at any time any action be taken by any Person against the Borrower or any other Person, (c) any right to revoke this Guaranty, and (d) any defense based on any right of set-off, recoupment, counterclaim, withholding or other deduction of any nature against or in respect of the Obligations. Section 9.05 Subrogation. Upon making payment with respect to any Obligation, the Guarantor shall be subrogated to the rights of the payee against the Borrower with respect to such payment; provided 41

that the Guaa,tor agrees it w ill not exercise a,y rights against the Borrower .rising in connedion with
the Obligations by wey of subrogaion against the Borrower, or by recron of contributi on against a,y
other gua-a,tor of such Obligations until al l Obligations shall ha.te been paid in full, and all Letters of
Credit ha.te either expired, been repaid in full or been cash collateralized.
Section 9.06 Stay of Accaeraion. If axeleration of the ti me for peyment of a,y Obligation by
the Borrower is steyed, enjoined or pre.tented for a,y recron (including but not limited to by recron of
the insolvency or roceivership of the Borrower or otherwise), all Obligations otherwise subjoct to
axeleration under the terms of a,y Loa, Document shall nonetheles.5 be peyrole by the Gua-a,tor
forthwith on derna,d by the Lender.
Section 9.07 Conti nuing Guaa,ty. The Guaa,ty set forth in this Article IX is a continuing
gua-a,ty, shal l be binding on the Gua-a,tor aid its successors a,d assgns, and shall be enforceoole by
ea::11 holder from time to time of the Obligations (including, without limitation, the Lender a,d ea::11
lndemnitee, each, a "Gua-a,teed Pcrty"). Ifall or part of any Gua-a,teed Pcrty's interest in any Obligaion
is assigned or othenvise transferred, the transferor's rights hereunder, to the extent applicrole to the
obl igation so tra,sferred, shall artomaically betra,sferred with such obligaion; a,d without limitation
of the foregoing, a,y of the Obligaions shall be a,d remain Obligations entitl ed to the benefit of this
Gua-a,ty if a,y Guara,teed Pcrty assgnsor otherwisetra,sfersall or pat of its interest in a,y Obligaion
or a,y of its rights or obi i gai ons under a,y Loa, Document.
Section 9.08 Defa.Jlt Payments by Borrower. Upon theoccurrencea,d during the continuation of
a,y defa.lit under a,y Obi i gati on, if a,y anount shal I be paid to the Gua-a,tor by or for the a::count of
the Borrower with re:pa::t: to such Obligaion, such anount shall be held in trust for the benefit of the
Lender to be credited aid cppl ied to the Obi i gati ons when due and peyrol e.
[Signature Pages to Follow]
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that the Guarantor agrees it will not exercise any rights against the Borrower arising in connection with the Obligations by way of subrogation against the Borrower, or by reason of contribution against any other guarantor of such Obligations until all Obligations shall have been paid in full, and all Letters of Credit have either expired, been repaid in full or been cash collateralized. Section 9.06 Stay of Acceleration. If acceleration of the time for payment of any Obligation by the Borrower is stayed, enjoined or prevented for any reason (including but not limited to by reason of the insolvency or receivership of the Borrower or otherwise), all Obligations otherwise subject to acceleration under the terms of any Loan Document shall nonetheless be payable by the Guarantor forthwith on demand by the Lender. Section 9.07 Continuing Guaranty. The Guaranty set forth in this Article IX is a continuing guaranty, shall be binding on the Guarantor and its successors and assigns, and shall be enforceable by each holder from time to time of the Obligations (including, without limitation, the Lender and each Indemnitee, each, a “Guaranteed Party”). If all or part of any Guaranteed Party’s interest in any Obligation is assigned or otherwise transferred, the transferor’s rights hereunder, to the extent applicable to the obligation so transferred, shall automatically be transferred with such obligation; and without limitation of the foregoing, any of the Obligations shall be and remain Obligations entitled to the benefit of this Guaranty if any Guaranteed Party assigns or otherwise transfers all or part of its interest in any Obligation or any of its rights or obligations under any Loan Document. Section 9.08 Default Payments by Borrower. Upon the occurrence and during the continuation of any default under any Obligation, if any amount shall be paid to the Guarantor by or for the account of the Borrower with respect to such Obligation, such amount shall be held in trust for the
benefit of the Lender to be credited and applied to the Obligations when due and payable. [Signature Pages to Follow] 42

IN WITNESS WHEREOF, the paiies ha-ao have ca.isa:f this Agreana,t to be duly exa::uta:l by their
r~octi ve arthori zoo officers as of the day ax! ye« ti rst ci:>ove wri tta,.
BORROWER:

PPL CAPITAL FUNDING, INC.

By:
/fl Tedd J. Ha,ninger
Nane: Tedd J. Ha,ninger
Title: Vice Presida,t and Treasurer

GUARANTOR:

PPL CORPORATION

By:
/ fl Tedd J. Ha,ninger
Nane: Tedd J. Ha,ninger
Title: Vice Presida,t-Finaice aid Treasurer

[Sgnature Page to Uncormitted Letter of Credit Agreere,t]

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized officers as of the day and year first above written. BORROWER: PPL CAPITAL FUNDING, INC. By: /s/ Tadd J. Henninger Name: Tadd J. Henninger Title: Vice President and Treasurer GUARANTOR: PPL CORPORATION By: /s/ Tadd J. Henninger Name: Tadd J. Henninger Title: Vice President-Finance and Treasurer [Signature Page to Uncommitted Letter of Credit Agreement] d

THE BANK OF NOVA SCOTIA ,
as the Lender

By:
/s/ David DwaNane: David De,vaTitle: Diroctor

THE BANK OF NOVA SCOTIA, as the Lender By: /s/ David Dewar Name: David Dewar Title: Director d

SCHEDULE 5.14
Mater ial Subsidiaries

~
LG&E aid KU Energy LLC

Juciwiction of Organization
Kentucky

PPL Eloctric Utilities Corporation

Pennsyl vaii a

Delawa-e
Delawa-e

PPL Energy Supply , LLC
PPL Globa , LLC

SCHEDULE 5.14 Material Subsidiaries Name Jurisdiction of Organization LG&E and KU Energy LLC Kentucky PPL Electric Utilities Corporation Pennsylvania PPL Energy Supply, LLC Delaware PPL Global, LLC Delaware

EXHIBIT A-I
Form of Borrowing Request

The Ba,k of Nova Scotia
720 King Streei West, 4th Floor
Toronto, Onta'"io Ca,a::ia M 5V 2T3
Attention: Nazmul Ara'in
Telephone: 416-933-5267
Focsimile: 212-225-5709
Lcdiesa,d Gentlemen:
This request shall constitute a " Borrowing Request" pursuant to Sa::tion 2.03 of the Revolving
Credit Agreement date:! as of Ma-ch 12, 2020 (as amended, restate:!, supplemented or otherwise modified
from time to time, the "Credit Agreement") anong FR. C""ital Funding, Inc., as the Borrower, FR.
Corporaion, as the Gua-a,tor a,d The Ba1k of Nova Scotia, as Lender. Terms da'ine:l in the Credit
Agreement a,d not otherwise define:! herein have the re:pective mea,ings provide:! for in the Credit
Agreement.
1.

The dcte of the Borrowing wil I bee..__ _ _ _ _ __, ______

2.

The aggregae pri nd pal a-nount of the Borrowing wi 11 be_ _ _ __

3.

The Borrowing will consist of[Base Rcte] [Euro-Dol l a-] Loa,s.

4.

The initial Interest Period for the Loa,scomprising such Borrowing shal l be
2

Pursuant to Sa::tion 4.02 of the Credit Agreement, eoch of the delivery of this request and the
axeptance by the Borrower of the procee:ls of the requested Borrowing constitutes a representation a,d
warra,ty by the Borrower thct, on the dcte of extending the requested Borrowing (and immediately before
and citer giving a'fect to it and to the ~I i cation of the procee:ls of it) all of the statements in Sa::tion 4.02
of the Credit Agreement a-e true a,d correct.
The Borrower agrees that, if before the time of the requested Borrowing any matter oertifie:l to in
this request by it will not be true a1d correct at tha: time as if then mcde, then it will immediately ro notify
you. Except to the extent, if any, tha: before the time of the requested Borrowing you shall ra::eive written
noti oe to the contrary from the Borrower, eoch matter oertifi Ed to in this request shal I be deemed once aga n
to be oerti fi Ed as true a1d correct ct the date of the requested Borrowings as if then mcde.
Pl ease wire tra,sf er the procee:ls of the requested Borrowing to the occounts of the fol Iowing Perrons
at the ba1ks i ndi cate:l re:pectively:
[Insert ""propriate delivery instructions, which shall indude bank and occount number] .
1

Must bea Business Day.
1
Revolving Borrowings must be a, cggregae principal 8'Tlount of $5,000,000 or a,y lager i nt~ral rrultiple of $1,000,000.
2 Applicrolefor Euro-Dollar Loans only. Insert ·'one month", " two months", "three months" or "six months" (subject totheprovisions

of the definition of"lnteresi Period'').

EXHIBIT A-l Form of Borrowing Request , The Bank of Nova Scotia 720 King Street West, 4th Floor Toronto, Ontario Canada M5V 2T3 Attention: Nazmul Arefin Telephone: 416-933-5267 Facsimile: 212-225-5709 Ladies and Gentlemen: This request shall constitute a “Borrowing Request” pursuant to Section 2.03 of the Revolving Credit Agreement dated as of March 12, 2020 (as amended, restated, supplemented or otherwise modified from time to time, the “Credit Agreement”) among PPL Capital Funding, Inc., as the Borrower, PPL Corporation, as the Guarantor and The Bank of Nova Scotia, as Lender. Terms defined in the Credit Agreement and not otherwise defined herein have the respective meanings provided for in the Credit Agreement. 1. The date of the Borrowing will be , .1 2. The aggregate principal amount of the Borrowing will be . 3. The Borrowing will consist of [Base Rate] [Euro-Dollar] Loans. 4. The initial Interest Period for the Loans comprising such Borrowing shall be .2 Pursuant to Section 4.02 of the Credit Agreement, each of the delivery of this request and the acceptance by the Borrower of the proceeds of the requested Borrowing constitutes a representation and warranty by the Borrower that, on the date of extending the requested Borrowing (and immediately before and after giving effect to it and to the application of the proceeds of it) all of the statements in Section 4.02 of the Credit Agreement are true and correct. The Borrower agrees that, if before the time of the requested Borrowing any matter certified to in this request by it will not be true and correct at that time as if then made, then it will immediately so notify you. Except to the extent, if any, that before the time of the requested Borrowing you shall receive written notice to the contrary from the Borrower, each matter certified to in this request shall be deemed once again to be certified as true and correct at the date of the requested Borrowings as if then made. Please
wire transfer the proceeds of the requested Borrowing to the accounts of the following Persons at the banks indicated respectively: [Insert appropriate delivery instructions, which shall include bank and account number]. 1 Must be a Business Day. 1 Revolving Borrowings must be an aggregate principal amount of $5,000,000 or any larger integral multiple of $1,000,000. 2 Applicable for Euro-Dollar Loans only. Insert “one month”, “two months”, “three months” or “six months” (subject to the provisions of the definition of “Interest Period”).

PA.. CAPITAL FUNDING, INC.
By:_ _ _ _ _ _ _ _ _ _ _ __
Nane:
Title:

PPL CAPITAL FUNDING, INC. By: Name: Title:

EXHIBIT A-2
Form of Notice of Conversion/Continuation

The Bank of Nova Scotia
720 King Street WES., 4th Floor
Toronto, Ontario Cana::la M 5V 2T3
Attention: Nazmul ArElfin
TelE:phone: 416-933-5267
Focsimile: 212-225-5709

La::lies and Gentlemen:
This notice shall constitute a " Notice of Conversion/Continuation" pursuant to Seciion 2.06(d)(ii)
of the Revolving Credit Agreement dated as of March 12, 2020 (as anended, rES.aed, supplemented or
otherwise modified from time to time, the " Credit Agreement") among PPL Capital Funding, Inc., as the
Borrower, PPL Corporation, as the Guarantor and The Bank of Nova Scotia, as Lender. Terms defined in
the Credit Agreement and not otherwise defined herein have the re:pective mea,ings provided for in the
Credit Agreement.
1.
The Group of Loans (or portion therrof) to which this notice applies is [all or a
portion of all Base Rate Loans currently outstanding] (all or a portion of all Euro-Dollar Loans currently
outstanding having an lnterES. Period of months and ending on the Ela::tion Date specified below] .
2.
The dcte on which the conversion/continuation selaied hereby is to be effective
is._ _ _ _ _ ,_ _(the " Election Date'').1
3.
The principal amount of the Group of Loans (or portion therrof) to which this
notice applies is $_ _ .2
4.
[The Group of Loans (or portion therrof) which are to be converted will beEr
interES. based upon the [Base Rae] [Adj usted London Interbank Offered Rate] .] [The Group of Loans (or
portion therrof) which are to be continued will beEr interES. based upon the [Base Rcte][Adjusted London
Interbank Offered Rate].]

5.

The I nterES. Period for ruch Loans wi II b e ' - - - - - - - -

3

[Signaure Page Follows]

1

Must bea Business Day.
May <WIY to a portion of the ~gregae principal anount of the releva1t Group of Loais; provided tha the portion to
which such notice~plies, a1d theremaningportiontowhich it does not <WIY, areeoch $5,000,000 or a,y large- integral
multiple of $1 ,000,000.
3
Applicci:>le only in the case of a conva-sion to, or a continuaion of, Euro-Dollar Loa,s. Jnsert "one month", " two
months", "three months" or "six months" (subj ect to the provisions of the definition of"lnta-est Pa"iod").
2

EXHIBIT A-2 Form of Notice of Conversion/Continuation , The Bank of Nova Scotia 720 King Street West, 4th Floor Toronto, Ontario Canada M5V 2T3 Attention: Nazmul Arefin Telephone: 416-933-5267 Facsimile: 212-225-5709 Ladies and Gentlemen: This notice shall constitute a “Notice of Conversion/Continuation” pursuant to Section 2.06(d)(ii) of the Revolving Credit Agreement dated as of March 12, 2020 (as amended, restated, supplemented or otherwise modified from time to time, the “Credit Agreement”) among PPL Capital Funding, Inc., as the Borrower, PPL Corporation, as the Guarantor and The Bank of Nova Scotia, as Lender. Terms defined in the Credit Agreement and not otherwise defined herein have the respective meanings provided for in the Credit Agreement. 1. The Group of Loans (or portion thereof) to which this notice applies is [all or a portion of all Base Rate Loans currently outstanding] [all or a portion of all Euro-Dollar Loans currently outstanding having an Interest Period of months and ending on the Election Date specified below]. 2. The date on which the conversion/continuation selected hereby is to be effective is , (the “Election Date”).1 3. The principal amount of the Group of Loans (or portion thereof) to which this notice applies is $ .2 4. [The Group of Loans (or portion thereof) which are to be converted will bear interest based upon the [Base Rate] [Adjusted London Interbank Offered Rate].] [The Group of Loans (or portion thereof) which are to be continued will bear interest based upon the [Base Rate][Adjusted London Interbank Offered Rate].] 5. The Interest Period for such Loans will be .3 [Signature Page Follows] 1 Must be a Business Day. 2 May apply to a portion of the aggregate principal amount of the relevant Group of Loans; provided that the portion to which such notice applies, and the remaining portion to which it does not apply, are each $5,000,000 or any larger integral multiple of $1,000,000. 3
Applicable only in the case of a conversion to, or a continuation of, Euro-Dollar Loans. Insert “one month”, “two months”, “three months” or “six months” (subject to the provisions of the definition of “Interest Period”).

PA.. CAPITAL FUNDING, INC.
By:_ _ _ _ _ _ _ _ _ _ _ __
Nane:
Title:

PPL CAPITAL FUNDING, INC. By: Name: Title:

EXHIBIT A-3
Form of Letta- of Credit Request

The Baik of Nova Scotia
720 King Street West, 4th Floor
Toronto, Ontario Caia::ia M 5V 2T3
Attention: Nazrnul Antin
Tel~hone: 416-93~5267
F~mile: 212-225-5709

La::iies and Gentlemen:
This notice shall constitute a " Letta- of Credit Request" pursuant to Section 3.02 of the Re.iolving
Credit Agreement dcied as of March 12, 2020 (as amended, restated, suppla-nented or othawise modified
from time to time, the "Credit Agreement") among PPL C~ital Funding, Inc., as the Borrowa-, PPL
Corporction, as the Guarantor aid The Baik of Nova Scotia, as Lenda-. Ta-ms defined in the Credit
Agreement aid not othawise da'ined ha-ein have the r~a:tive memings provided for in the Credit
Agreement.
[The unda-signed ha-el:>y requests that_ _ _ _1 iS'SUe a Letta- of Credit on"_ _ _ _ __
2
.] [This request is to extend a Letta- of Credit
- - - in the aggregcieamount of$
pre.iiously iS'SUed unda- the Credit Agreement; Letta- of Credit No. _ _ _ _ .]
The benaiciary of the requested Letta- of Credit wil l be_ _ _ _ _ _3, and such Letta- ci Credit
wi 11 be in support of _ _ _ _ _ _ _ _ _ _ _4 aid wil I have a stated ta-minciion date of
_ _ _5

Cq:>ies of all documentation with r~a:t to the supported traisaction are cttached ha-eto.
[Signcture Page Follows]

1

lnoo-t naneof Lender.
Must bea Business Day.
3
1noo-t nane and address of beneficiay.
4
1noo-t a description of the obligations, thenan,e of eoch agreement and/or a description of the commercial
transoction to which this Letter of Credit Request relates.
5
1noo1 the last dcie upon which drats may be presented (which may not be later than one yes clter the date of
issuc11ee spa:ifi ed ooove or beyond the fifth Business Day prior to the Ta-mi nation Date).
2

EXHIBIT A-3 Form of Letter of Credit Request , The Bank of Nova Scotia 720 King Street West, 4th Floor Toronto, Ontario Canada M5V 2T3 Attention: Nazmul Arefin Telephone: 416-933-5267 Facsimile: 212-225-5709 Ladies and Gentlemen: This notice shall constitute a “Letter of Credit Request” pursuant to Section 3.02 of the Revolving Credit Agreement dated as of March 12, 2020 (as amended, restated, supplemented or otherwise modified from time to time, the “Credit Agreement”) among PPL Capital Funding, Inc., as the Borrower, PPL Corporation, as the Guarantor and The Bank of Nova Scotia, as Lender. Terms defined in the Credit Agreement and not otherwise defined herein have the respective meanings provided for in the Credit Agreement. [The undersigned hereby requests that 1 issue a Letter of Credit on , 2 in the aggregate amount of $ .] [This request is to extend a Letter of Credit previously issued under the Credit Agreement; Letter of Credit No. .] The beneficiary of the requested Letter of Credit will be 3, and such Letter of Credit will be in support of 4 and will have a stated termination date of 5. Copies of all documentation with respect to the supported transaction are attached hereto. [Signature Page Follows] 1 Insert name of Lender. 2 Must be a Business Day. 3 Insert name and address of beneficiary. 4Insert a description of the obligations, the name of each agreement and/or a description of the commercial transaction to which this Letter of Credit Request relates. 5Insert the last date upon which drafts may be presented (which may not be later than one year after the date of issuance specified above or beyond the fifth Business Day prior to the Termination Date).

PPL CAPITAL FUNDING, INC.

By:_ _ _ _ _ _ _ _ _ _ _ __
Nane:
Title:

APPROVED:
THE BANK OF NOVA SCOTIA, as the Lender

By:_ _ _ _ _ _ _ _ _ _ _ __
Nane:
Title:

PPL CAPITAL FUNDING, INC. By: Name: Title: APPROVED: THE BANK OF NOVA SCOTIA, as the Lender By: Name: Title:

EXHIBIT B
Form of Note

--------·-FOR VALUE RECEIVED, the undersgna::l, PPL CAPITAL FUNDING, INC., a Delware
corporation (the " Borrower"), promises to pelf to the order of_ _ _ _ _ _ _ _{herei nafter, togEiher
with its succ:esrors aid assigns, cala::l the " Holder"), at the place and times provida::l in the Cra::lit
Agreement (asdefina::l b€1ow), the principal sum of _ _ _ _ _ _ _ _ _ _AND ___/100s
DOLLARS{$_ _ _ _ _ _), or, if less, theprincipa amount of all Loaisadvanca:l by the Holder to
the Borrower pursuant to the Cra::lit Agreement, plus interest as hereinafter provida::l. Such Loans melf be
endorsed from time to time on the grid atcdle:l hereto, but the failure to make such notations shal not
affect the validity of the Borrower's obligation to repay unpaid principa and interest hereunder.
All capitaiza::l terms used herein sha l have the meanings as::riba::l to them in that certain
Revolving Cra::lit Agreement data::l as of March 12,, 2020 (as amenda::l, restata::l, supplementa::l or
otherwise modifia::l from ti me to ti me, the " Cra::li t Agreement") among the Borrower, PPL Corporation, as
the Guarantor and The Bank of Nova Scotia.as Lender, except to the extent such capitaliza::l terms are
otherwisedefina::l or limita::l herein.
The Borrower ma l repay principa outstanding hereunderfromtimetotime, as necessary, in order
to comply with the Cra::li t Agreement. A 11 amounts paid by the Borrower shal I be appl i a::l to the Obi i gai ons
in such order of applicaion asprovida::l in the Cra::lit Agreement.
A fi na pelfment of a I pri nci pa amounts and other Obi i gati ons then outstanding hereunder shal I
be due and pelfableon the maturity dateprovida::l in the Cra::lit Agreement, or such earl ier date as payment
of the Loans shal l be due, whether by a::celeraion or otherwise.
The Borrower shall be entitla::l to borrow, repelf, reborrow, continue aid convert the Holder's
Loans (or portions thereof) hereunder pursuant to the terms and conditions of the Cra::lit Agreement.
Prepelfment of the principal amount of any Loan may be made as provida::l in the Cra::lit Agreement.
The Borrower hereby promises to pay interest on the u[l)aid principal amount hereof as provida::l
in Article 11 of the Cra::lit Agreement. Interest under this Note shall alro be due and paya:ilewhen this Note
shall become due (whaher a maturity, by re:ron of a::celeration or otherwise). Overdue principal aid, to
the extent permitta::l by lat., overdue interest, shall bear interest pelfa:ile on DEMAND a the default rae
as provided in the Cra::lit Agreement.
In no event shall the amount of interest due or paya:ile hereunder exc::eed the maximum rate of
interest allowa::l by applica:ile lat., aid in the event any such pelfment is inadvertently made by the
Borrower or inadvertently re'.:aved by the Holder, then such excess sum shall be credited as a payment of
principal, unless the Borrower shall notify the Holder in writing tha it elects to have such excess sum
returna::l forthwith. It is the express intent hereof tha the Borrower not pelf and the Holder not re'.:ave,
directly or i ndi rectl y in any manner wharoever, interest in excess of that which melf Iegal Iy be paid by the
Borrower under appl i ca:il e Iat..
All parties now or hereafter lia:ile with re:pect to this Note, whaher the Borrower, any guarantor,
endorser or any other Perron or entity, hereby waive presentment for pelfment, demand, notice of nonpayment or dishonor, protest and notice of protest.
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EXHIBIT B Form of Note , FOR VALUE RECEIVED, the undersigned, PPL CAPITAL FUNDING, INC., a Delaware corporation (the “Borrower”), promises to pay to the order of (hereinafter, together with its successors and assigns, called the “Holder”), at the place and times provided in the Credit Agreement (as defined below), the principal sum of AND /100s DOLLARS ($ ), or, if less, the principal amount of all Loans advanced by the Holder to the Borrower pursuant to the Credit Agreement, plus interest as hereinafter provided. Such Loans may be endorsed from time to time on the grid attached hereto, but the failure to make such notations shall not affect the validity of the Borrower’s obligation to repay unpaid principal and interest hereunder. All capitalized terms used herein shall have the meanings ascribed to them in that certain Revolving Credit Agreement dated as of March 12,, 2020 (as amended, restated, supplemented or otherwise modified from time to time, the “Credit Agreement”) among the Borrower, PPL Corporation, as the Guarantor and The Bank of Nova Scotia, as Lender, except to the extent such capitalized terms are otherwise defined or limited herein. The Borrower shall repay principal outstanding hereunder from time to time, as necessary, in order to comply with the Credit Agreement. All amounts paid by the Borrower shall be applied to the Obligations in such order of application as provided in the Credit Agreement. A final payment of all principal amounts and other Obligations then outstanding hereunder shall be due and payable on the maturity date provided in the Credit Agreement, or such earlier date as payment of the Loans shall be due, whether by acceleration or otherwise. The Borrower shall be entitled to borrow, repay, reborrow, continue and convert the Holder’s Loans (or portions thereof) hereunder pursuant to the terms and conditions of the Credit Agreement. Prepayment of the principal amount of any Loan may
be made as provided in the Credit Agreement. The Borrower hereby promises to pay interest on the unpaid principal amount hereof as provided in Article II of the Credit Agreement. Interest under this Note shall also be due and payable when this Note shall become due (whether at maturity, by reason of acceleration or otherwise). Overdue principal and, to the extent permitted by law, overdue interest, shall bear interest payable on DEMAND at the default rate as provided in the Credit Agreement. In no event shall the amount of interest due or payable hereunder exceed the maximum rate of interest allowed by applicable law, and in the event any such payment is inadvertently made by the Borrower or inadvertently received by the Holder, then such excess sum shall be credited as a payment of principal, unless the Borrower shall notify the Holder in writing that it elects to have such excess sum returned forthwith. It is the express intent hereof that the Borrower not pay and the Holder not receive, directly or indirectly in any manner whatsoever, interest in excess of that which may legally be paid by the Borrower under applicable law. All parties now or hereafter liable with respect to this Note, whether the Borrower, any guarantor, endorser or any other Person or entity, hereby waive presentment for payment, demand, notice of non- payment or dishonor, protest and notice of protest. B-1

No delay or omission on the pai of the Holder or any holder heroof in exercising its rights under
this Note, or delay or omission on the pai of the Holder, the Lender, or any of them, in exercising its or
their rights under the Credit Agreement or under any other Loa, Document, or course of conduct relcting
thereto, shall operate as a waiver of such rights or any other right of the Holder or any holder heroof, nor
shall any waver by the Holder, the Lender, or any holder heroof, of any such right or rights on any one
occasion be deemed a bar to, or waver of, the sane right or rights on any future occasion.
The Borrower promises to pay all reg:;onable costs of collection, including reg:;onable attorneys'
fees, should this Note be collected by or through an attorney-ct-la.v or under advice therefrom.
This Note evidences the Holder's Loans (or portion thereof) under, and is entitled to the benefits
and subject to the terms of, the Credit Agreement, which contans provisions with respect to the
a:::celeration of the maturity of this Note upon the happening of caian stated events, and provisions for
prepayment.
This Note is entitled to the benefit of the Guaranty of the Guarantor, as set forth in the Credit
Agreement. Reference is made to the Credit Agreement for a deocription of the terms and conditionsof
such Guaranty, and the respective rights and limitations of the Holder, the Borrower and the Guarantor
thereunder.
This Note shall be governed by and construed in accordance with the internal la.vs of the Stateof
NwYork.
[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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No delay or omission on the part of the Holder or any holder hereof in exercising its rights under this Note, or delay or omission on the part of the Holder, the Lender, or any of them, in exercising its or their rights under the Credit Agreement or under any other Loan Document, or course of conduct relating thereto, shall operate as a waiver of such rights or any other right of the Holder or any holder hereof, nor shall any waiver by the Holder, the Lender, or any holder hereof, of any such right or rights on any one occasion be deemed a bar to, or waiver of, the same right or rights on any future occasion. The Borrower promises to pay all reasonable costs of collection, including reasonable attorneys’ fees, should this Note be collected by or through an attorney-at-law or under advice therefrom. This Note evidences the Holder’s Loans (or portion thereof) under, and is entitled to the benefits and subject to the terms of, the Credit Agreement, which contains provisions with respect to the acceleration of the maturity of this Note upon the happening of certain stated events, and provisions for prepayment. This Note is entitled to the benefit of the Guaranty of the Guarantor, as set forth in the Credit Agreement. Reference is made to the Credit Agreement for a description of the terms and conditions of such Guaranty, and the respective rights and limitations of the Holder, the Borrower and the Guarantor thereunder. This Note shall be governed by and construed in accordance with the internal laws of the State of New York. [THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] B-2

IN WITNESS WHEREOF, theundersigna:l hascaisa:!thisNotetobeexen.1ta:l by its duly arthoriza:l
reµresentative as of the day a,d yea first cbovewritten.
PPL CAPITAL FUNDING, INC.

By:_ _ _ _ _ _ _ _ _ _ __
Nane:
Title:
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IN WITNESS WHEREOF, the undersigned has caused this Note to be executed by its duly authorized representative as of the day and year first above written. PPL CAPITAL FUNDING, INC. By: Name: Title: B-3

LOANSAND PAYMENTS OF PRINCIPAL

Dae

Amount of Loa,

Type

Amount of
Principa

R~cid

8-4

LOANS AND PAYMENTS OF PRINCIPAL Amount of Notation Made Date Amount of Loan Type Principal By Repaid B-4

Notaion Mooe
By

EXHIBIT C
(to the Re1olving Crooit Agreement)
Form of Borrower's Opinion

Mach 12, 2020
To The Bank of Nova S::otia, as
Lender under the Credit Agreement
referroo to below
Re: Re1olving Crooit Agreement
Ladies and Gentlemen:
I an Se1ior Counsel of PPL Services Corporation, an affi liate of PPL Corporation, a Pennsylvania
corporation (the "Guarantor"), and PPL Capital Funding, Inc., a Delaware corporation (the " Borrower"),
and have a:::too as counsel to the Guaantor and the Borrower in connection with the $50,000,000 Re1ol vi ng
Crooit Agreement, dated asof March 12, 2020 (the "Agreement"), among the Borrower, the Guarantor and
The Bank of Nova Scotia, as Lender (the "Lender"). Capitalized tenns used but not defined herein have
the meerii ng assignoo to such terms in the Agreement.
I an fani Ii a with the Agreement and the other doo;ments exocutoo and delivered by the Borrower and
theGuaantor in connoction with the Agreement. I havearo exaninoo such other documents and sctisfioo
myself asto such other matters as I havedeemoo necessary in order to render this opinion. I have assumed
tha the Agreement and instruments referroo to in this opinion have been duly aithorized, executoo and
del iveroo by al parties thereto other than the Borrower and the Guarantor.
Based on the foregoing, I an of the opinion thct:
1.
The Guaantor is duly organized, va idi y existing as a corporation in good standing under
the laws of the Cornmonweath of Pennsylvania, with corporae power to exocute and deliver the
Agreement, and to perform itsobl igationsunder the Agreement.
2.
Theexocution and delivery of the Agreement by the Borrower and theGuaantor have been
duly authori zoo by eoch of the Borrower and Guaantor and do not viol ate any provision of Iaw or regulation
or any docree, order, writ or judgment applicable to the Borrower or the Guarantor, as the case may be, or
any provision of their re:poctive certificate of incorporation or artides of incorporaion, or result in the
breoch of or constitute a defailt under any indenture or other agreement or instrument known to me to
which either is a party.
3.

The Agreement has been duly exocuted and delivered by the Borrower and the Guaantor.

4.
The Agreement constitutes the lega, vaid and binding agreement of eoch of the Borrower
and the Guaantor, enforcerol e against the Borrower and the Guaantor in occordance with its terms, exC€pt
to the extent limited by (a) bankruptcy, inrolvency, rairganization or other similar laws relaing to or
affecting the enforceability of creditors' ri ghts generally and by general equitable principles that may limit
the right to obtain equitable remedies regardless of whether enforcement is consideroo in a proceeding of
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EXHIBIT C (to the Revolving Credit Agreement) Form of Borrower’s Opinion March 12, 2020 To The Bank of Nova Scotia, as Lender under the Credit Agreement referred to below Re: Revolving Credit Agreement Ladies and Gentlemen: I am Senior Counsel of PPL Services Corporation, an affiliate of PPL Corporation, a Pennsylvania corporation (the “Guarantor”), and PPL Capital Funding, Inc., a Delaware corporation (the “Borrower”), and have acted as counsel to the Guarantor and the Borrower in connection with the $50,000,000 Revolving Credit Agreement, dated as of March 12, 2020 (the “Agreement”), among the Borrower, the Guarantor and The Bank of Nova Scotia, as Lender (the “Lender”). Capitalized terms used but not defined herein have the meaning assigned to such terms in the Agreement. I am familiar with the Agreement and the other documents executed and delivered by the Borrower and the Guarantor in connection with the Agreement. I have also examined such other documents and satisfied myself as to such other matters as I have deemed necessary in order to render this opinion. I have assumed that the Agreement and instruments referred to in this opinion have been duly authorized, executed and delivered by all parties thereto other than the Borrower and the Guarantor. Based on the foregoing, I am of the opinion that: 1. The Guarantor is duly organized, validly existing as a corporation in good standing under the laws of the Commonwealth of Pennsylvania, with corporate power to execute and deliver the Agreement, and to perform its obligations under the Agreement. 2. The execution and delivery of the Agreement by the Borrower and the Guarantor have been duly authorized by each of the Borrower and Guarantor and do not violate any provision of law or regulation or any decree, order, writ or judgment applicable to the Borrower or the Guarantor, as the case may be, or any provision of their respective certificate of
incorporation or articles of incorporation, or result in the breach of or constitute a default under any indenture or other agreement or instrument known to me to which either is a party. 3. The Agreement has been duly executed and delivered by the Borrower and the Guarantor. 4. The Agreement constitutes the legal, valid and binding agreement of each of the Borrower and the Guarantor, enforceable against the Borrower and the Guarantor in accordance with its terms, except to the extent limited by (a) bankruptcy, insolvency, reorganization or other similar laws relating to or affecting the enforceability of creditors’ rights generally and by general equitable principles that may limit the right to obtain equitable remedies regardless of whether enforcement is considered in a proceeding of D- 5

la\N or equity or (b) any cpplicrolepublic policy on enforcea::>ility of provisions relaing to indemnification,
contribution, waivers and exculpatory provisions (the "Enforceability Exceptions").
Except as disclosed in or contemplated by the Guarantor's Annual Report on Form 10-K
5.
for the yea- ended Oa:::ember 31 , 2019, or in other reports filed under the Securities Exchange Act of 1934
from Januay 1, 2020 to the date hereof, or otherwise furnished in writing to the Lender, no litigaion,
a-bi trcti on or oomi ni strcti ve proceeding or inquiry is pending or, to my knowIedge, threatened which would
r0cS)nroly be expocted to materialy end ooversely affoct the roility of the Gua-antor or the Borrower to
perform any of their re:poctiveobligationsunder the Agreement. To my knowledge, there isno litigation,
a-bi trcti on or oomi ni strative proceeding pending or threaened that questions the va i dity of the Agreement.
6.
Neither the Gua-antor nor the Borrower is engaged principaly, or as one of its important
activities, in the business of extending credit for the purpose of pw-chasing or carrying any "margin stock"
within the meer,ing of R~ulaion U of the Boa-d of Governors of the Federa Reserve System.
7.
There have not been any "reportable events," as that term is defined in Section 4043 of the
Employee Rairement Income Security Act of 1974, as amended, which would result in a materia liroility
of the Gua-antor.
8.
No authoriza:ion, consent or cpprova of any Governmenta Authority of the United States
of America, the Commonwealth of Pennsylvania or the State of Ne./'J York is required for the execution and
delivery of the Agreement, except such authoriza:ions, consents and cpprova s as have been obtained prior
to the dae hereof, which authoriza:ions, consents end cpprovas a-e in full force and e'foct.
In rendering theopinionsset forth cbove, I note that any exercise by the Borrower of the option to
increase the Maximum Facility Amount asconten,plated in Se:tion 2.18 of the Agreement will require
ooditiona authorization by the Boa-ds of Oiroctors of the Borrower and the Gua-antor.
I am a member of the Pennsylvania Ba- and the Nw York Ba- and I express no opinion as to the Ia\N
of any juriooiction other than the la\Ns of the Commonwealth of Pennsylvania, the State of Ne./'J York, the
Dela\Na-e Genera Corporaion La\N and thefedera la\N of the United States of America. In rendering its
opinion to the oodressee hereof, Brace./'Jel I LL P may rely as to maters of Pennsylvania IaN oodressed herein
upon this later as if it were addressed diroctly to them. Without my prior written consent, this opinion may
not be furnished or quoted to, or relied upon by, any other peroon or entity for any purpose.

Very truly yours,

Frederick C. Paine
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law or equity or (b) any applicable public policy on enforceability of provisions relating to indemnification, contribution, waivers and exculpatory provisions (the “Enforceability Exceptions”). 5. Except as disclosed in or contemplated by the Guarantor’s Annual Report on Form 10-K for the year ended December 31, 2019, or in other reports filed under the Securities Exchange Act of 1934 from January 1, 2020 to the date hereof, or otherwise furnished in writing to the Lender, no litigation, arbitration or administrative proceeding or inquiry is pending or, to my knowledge, threatened which would reasonably be expected to materially and adversely affect the ability of the Guarantor or the Borrower to perform any of their respective obligations under the Agreement. To my knowledge, there is no litigation, arbitration or administrative proceeding pending or threatened that questions the validity of the Agreement. 6. Neither the Guarantor nor the Borrower is engaged principally, or as one of its important activities, in the business of extending credit for the purpose of purchasing or carrying any “margin stock” within the meaning of Regulation U of the Board of Governors of the Federal Reserve System. 7. There have not been any “reportable events,” as that term is defined in Section 4043 of the Employee Retirement Income Security Act of 1974, as amended, which would result in a material liability of the Guarantor. 8. No authorization, consent or approval of any Governmental Authority of the United States of America, the Commonwealth of Pennsylvania or the State of New York is required for the execution and delivery of the Agreement, except such authorizations, consents and approvals as have been obtained prior to the date hereof, which authorizations, consents and approvals are in full force and effect. In rendering the opinions set forth above, I note that any exercise by the Borrower of the option to increase the Maximum Facility Amount as
contemplated in Section 2.18 of the Agreement will require additional authorization by the Boards of Directors of the Borrower and the Guarantor. I am a member of the Pennsylvania Bar and the New York Bar and I express no opinion as to the law of any jurisdiction other than the laws of the Commonwealth of Pennsylvania, the State of New York, the Delaware General Corporation Law and the federal law of the United States of America. In rendering its opinion to the addressee hereof, Bracewell LLP may rely as to matters of Pennsylvania law addressed herein upon this letter as if it were addressed directly to them. Without my prior written consent, this opinion may not be furnished or quoted to, or relied upon by, any other person or entity for any purpose. Very truly yours, Frederick C. Paine D- 6

[BW Letterhea:I]

Ma-ch _, 2020
To:

The Bank of Nova Scotia, as Administrative Agent, Lender and IS5Uing Lender under the
Revolving Cre::lit Agreement referre::I to below
RE:

PPL Ccl)ital Funding, Inc. - Sixth Amendment to Revolving Cre::lit Agreement

Ladies and Gentlemen:
We have acte::I as ~ocial counsel to PPL Ccl)ital Funding, Inc., a DelcPNa-e corporation (the
"Borrower"), and PPL Corporation, a Pennsylvania Corporation (the " Gua-antor." and collectively with the
Borrower, the "Opinion Pa-ties''), in connection with the Sixth Amendment to the Revolving Cre::lit
Agreement, date::! as of Ma-ch _, 2020 (the" Amendment"), among the Borrower, the Gua-antor and The
Bank of Nova Scotia, asAdministraiveAga,t, Lender and IS5Uing Lender (the"Bank"), which amends the
Revolving Cre::lit Agreement, date::! as of Ma-ch 26, 2014 (as such Agreement has been amende::I by the
First through Fifth Amendments thereto, the "Existing Cre::lit Agreement." and, as amende::I by the
Amendment, the " Cre::lit Agreement"), among the Borrower, the Guarantor and the Bank. This opinion
IEtter is deli vere::I to you pursuant to Section 3.4 of the Amendment.
As used herein, (i) "New York UCC" means the Uniform Commercial Code, asamende::I and in effect
in theStaeof New York on the date hereof; and (ii) "Appl icableLcPN" meaistheGeneral Corporation LcPN
of the State of Del atva-e, in effeel on the dae hereof, and those Iatvs, rules, and regul a ions of the Stcie of
New York and of the Unite::! States of America as in effect on the date hereof which in our experience a-e
normally cl)plicable to such Opinion Pa-ty and to transoctions of the type provide::! for in the Opinion
Documents to which such Opinion Pa-ty is a party; provide::!, however, that Appl icable Latv does not
include any latv describe::! in qualification pa-agrcl)h (0) below.
In connection with the opinions expressed herein, we have exami ne::I such documents, records and
maters of IcPN as we have deeme::I necessay for the purposes of such opinions. We have exami ne::I ea::h
of the following agreements, instruments and documents:
(a)

an exa::ute::I copy of the Amendment;

(b)

an exa::ute::I copy of the Existing Cre::lit Agreement; and

(c)

[ exa::ute::I copies of Revolving Cre::lit Notes deli vere::I to the Bank on the date hereof.]

The Amendment [and the Revolving Credit Notes] are referred to collectively herein as the " Exa::ution
Documents" . The [Execution Documents and the Credit Agreement) are referred to collectively herein as
the " Opinion Documents" . We have also examined records of the Company's proceedings relating to the
authorization of the Cre::lit Agreement [and the Notes] , as wel l as the following organizaional documents,
and certificates in connection with the opinions expressed herein (col lectively, the "Reliance Documents"):
(a)

a copy of the Certificae of Incorporation of the Borrower, certifie::I to us by the Secretary
of the Borrower as being CO!l'4)1 ete and correct and in ful I force and effect as of the dae
hereof and a copy of theby-lcPNsof the Borrower, certifi e::I by the Secretary of the Borrower
as being complete and correct and in full force and effect on the date hereof;

(b)

a copy of a certificate, dcie::I Ma-ch _, 2020, of the Sa::retary of State of the State of
DelcPNa-e as to the existence and good standing of the Borrower in the Stae of Delatva-e
as of such date; and

[BW Letterhead] March __, 2020 To: The Bank of Nova Scotia, as Administrative Agent, Lender and Issuing Lender under the Revolving Credit Agreement referred to below RE: PPL Capital Funding, Inc. – Sixth Amendment to Revolving Credit Agreement Ladies and Gentlemen: We have acted as special counsel to PPL Capital Funding, Inc., a Delaware corporation (the "Borrower"), and PPL Corporation, a Pennsylvania Corporation (the “Guarantor,” and collectively with the Borrower, the "Opinion Parties"), in connection with the Sixth Amendment to the Revolving Credit Agreement, dated as of March __, 2020 (the "Amendment"), among the Borrower, the Guarantor and The Bank of Nova Scotia, as Administrative Agent, Lender and Issuing Lender (the "Bank"), which amends the Revolving Credit Agreement, dated as of March 26, 2014 (as such Agreement has been amended by the First through Fifth Amendments thereto, the "Existing Credit Agreement," and, as amended by the Amendment, the “Credit Agreement”), among the Borrower, the Guarantor and the Bank. This opinion letter is delivered to you pursuant to Section 3.4 of the Amendment. As used herein, (i) "New York UCC" means the Uniform Commercial Code, as amended and in effect in the State of New York on the date hereof; and (ii) "Applicable Law" means the General Corporation Law of the State of Delaware, in effect on the date hereof, and those laws, rules, and regulations of the State of New York and of the United States of America as in effect on the date hereof which in our experience are normally applicable to such Opinion Party and to transactions of the type provided for in the Opinion Documents to which such Opinion Party is a party; provided, however, that Applicable Law does not include any law described in qualification paragraph (O) below. In connection with the opinions expressed herein, we have examined such documents, records and matters of law as we
have deemed necessary for the purposes of such opinions. We have examined each of the following agreements, instruments and documents: (a) an executed copy of the Amendment; (b) an executed copy of the Existing Credit Agreement; and (c) [executed copies of Revolving Credit Notes delivered to the Bank on the date hereof.] The Amendment [and the Revolving Credit Notes] are referred to collectively herein as the “Execution Documents”. The [Execution Documents and the Credit Agreement] are referred to collectively herein as the “Opinion Documents”. We have also examined records of the Company’s proceedings relating to the authorization of the Credit Agreement [and the Notes], as well as the following organizational documents, and certificates in connection with the opinions expressed herein (collectively, the "Reliance Documents"): (a) a copy of the Certificate of Incorporation of the Borrower, certified to us by the Secretary of the Borrower as being complete and correct and in full force and effect as of the date hereof and a copy of the by-laws of the Borrower, certified by the Secretary of the Borrower as being complete and correct and in full force and effect on the date hereof; (b) a copy of a certificate, dated March __, 2020, of the Secretary of State of the State of Delaware as to the existence and good standing of the Borrower in the State of Delaware as of such date; and

(d)

the Officer's Certificate of the Gua-antor, delivered to us in connection with this opinion
letter (the "Officer's Certificate'').

The Reliance Documents ~Erified in dause (a) cbove a-e referred to herein collectively as the
"Certified Organizational Documerits". The Reliance Documerits~ified in dause (b) cbovea-erderred
to herein col Iecti vel y as the "Good Standing Certificates' . In al I such exami nati ans, we have assumed the
lega ~ t y of all natural peroonsexoo.rting documerits, thegeriuinenessof al l signa:ures, theautheriticity
of all original and certified documents, and the conformity to original or certified copies of all copies
submitted to us as conformed or reproduction copies. Astova-iousquestionsof fact relevant totheopinions
expressa::l herein, we have relied upon, and we assume the accuracy of, the repre::Entations and wa-ranti es
of the Opinion Paii es conta ned in the Opinion Documerits, the Officer's Certificate and other certificates
and oral or writteri statements and other informa:ion of or from repre::Entatives of the Opinion Paiies and
others and we assume compliance on the pat of the Opinion Parties with their coveriants a,d ~reemerits
conta ned therein. In connection with the opi nians expressa::l in the first senterice of opinion pa-~raph 1
below, we have relied upon and such opinionsa-elimited oolely to the Certified Organizational Documerits
and Good Standing Certificates. With r~ect to the opi ni ans expressa::l in the second senterice of opinion
pa-~raph 1 below and the opi ni ans expressa::l in opinion pa-~raphs 2, 3 a,d 4 below, we have assumed
Iha the Gua-antor and the Borrower a-eerigaga:l only in the businesses descri bed .in the Guarantor 's Annual
Report on Form 10-K for the yea- Ended December 31 , 2019 filed with the Sa::urities a,d Exchange
Commission, and tha: except as oo deocribed, such Opinion Paiies do not eng~e or propa::E to eng~e in
any industry, business or activity, or own or propose to own any properties or assets, tha: Ca.J::ES or would
cruse any such Opinion Paiy to be subj ect to any ~al federal , sta:eor local laNs or regulations that a-e
not appl icrole to business organizaions general ly and we have with your permission relied upon the
foregoing without any independent investiga:ion or verification on our pat. With r~ect to the opinion
expressa::l in opinion pa-~raph 7 below, such opinion is provided and based oolely upon facts set forth in
the certificate of the Gua-antor with r~ect to the busi nes::ES and acti vi ties of the r~ecti ve Opinion Paii es
and other matters relating to such laNs with r~ect to the r~ive Opinion Paiies, and we have with
your permission rel ied on such certification without any independent investigation or verification on our
pat.
Based upon the foregoing, and subject tothelimitations, qual ifications and assumptions set forth herein,
we a-e of the opinion that:
1.
Existence and Good Standing. The Borrower is validly existing a,d in good standing asa
corporation under the Iaws of the State of Del aNa-e. The Borrower has the corporate power a,d authority
to execute and del iver the [ Exoo.rti on Documents to which it is a paty] and to pert orm its obi i gati ans under
the[Opinion Documents to which it isapaty].
2.
Authorization. Theexoo.rtion and delivery to the Bank by the Borrower of the [Execution
Documents to which it is a paty], and the performance by the Borrower of its obligations under the
[ Opinion Documents to which it is a paty], have beeri authorized by al I necesscr-y corporate action by the
Borrower.
3.
Approvals; Other Required Actions. Under Appl icrole l aN no fi ling or registration by the
Borrower or the Gua-antor with, or approval or consent of, any governmerital ~ency or authority of the
State of New York, or the United States of America ("Governmental Approval ") is required to have been
obta ned by the Borrower or the Gua-antor for the val id execution and delivery by it of the Credit Agreement
[ or the Nates] .
4.
Exoo.rtion, Delivery, and Enforcea::iility. Each ExEO.Jtion Document has been duly
executed on behalf of the Borrower under Appliccble Law of the State of DelaNa-e. Each Execution
Document has beeri del ivered on behalf of eoch Opinion Paiy signatory thereto under Appliccble LaN of
the State of New York. Each Opinion Document constitutes, with r ~ to eoch Opinion Paiy that is a
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(d) the Officer's Certificate of the Guarantor, delivered to us in connection with this opinion letter (the "Officer's Certificate"). The Reliance Documents specified in clause (a) above are referred to herein collectively as the "Certified Organizational Documents". The Reliance Documents specified in clause (b) above are referred to herein collectively as the "Good Standing Certificates". In all such examinations, we have assumed the legal capacity of all natural persons executing documents, the genuineness of all signatures, the authenticity of all original and certified documents, and the conformity to original or certified copies of all copies submitted to us as conformed or reproduction copies. As to various questions of fact relevant to the opinions expressed herein, we have relied upon, and we assume the accuracy of, the representations and warranties of the Opinion Parties contained in the Opinion Documents, the Officer's Certificate and other certificates and oral or written statements and other information of or from representatives of the Opinion Parties and others and we assume compliance on the part of the Opinion Parties with their covenants and agreements contained therein. In connection with the opinions expressed in the first sentence of opinion paragraph 1 below, we have relied upon and such opinions are limited solely to the Certified Organizational Documents and Good Standing Certificates. With respect to the opinions expressed in the second sentence of opinion paragraph 1 below and the opinions expressed in opinion paragraphs 2, 3 and 4 below, we have assumed that the Guarantor and the Borrower are engaged only in the businesses described in the Guarantor’s Annual Report on Form 10-K for the year ended December 31, 2019 filed with the Securities and Exchange Commission, and that except as so described, such Opinion Parties do not engage or propose to engage in any industry, business or activity, or own or propose to own any
properties or assets, that causes or would cause any such Opinion Party to be subject to any special federal, state or local laws or regulations that are not applicable to business organizations generally and we have with your permission relied upon the foregoing without any independent investigation or verification on our part. With respect to the opinion expressed in opinion paragraph 7 below, such opinion is provided and based solely upon facts set forth in the certificate of the Guarantor with respect to the businesses and activities of the respective Opinion Parties and other matters relating to such laws with respect to the respective Opinion Parties, and we have with your permission relied on such certification without any independent investigation or verification on our part. Based upon the foregoing, and subject to the limitations, qualifications and assumptions set forth herein, we are of the opinion that: 1. Existence and Good Standing. The Borrower is validly existing and in good standing as a corporation under the laws of the State of Delaware. The Borrower has the corporate power and authority to execute and deliver the [Execution Documents to which it is a party] and to perform its obligations under the [Opinion Documents to which it is a party]. 2. Authorization. The execution and delivery to the Bank by the Borrower of the [Execution Documents to which it is a party], and the performance by the Borrower of its obligations under the [Opinion Documents to which it is a party], have been authorized by all necessary corporate action by the Borrower. 3. Approvals; Other Required Actions. Under Applicable Law no filing or registration by the Borrower or the Guarantor with, or approval or consent of, any governmental agency or authority of the State of New York, or the United States of America (“Governmental Approval”) is required to have been obtained by the Borrower or the Guarantor for the valid execution and delivery by it of the Credit
Agreement [or the Notes]. 4. Execution, Delivery, and Enforceability. Each Execution Document has been duly executed on behalf of the Borrower under Applicable Law of the State of Delaware. Each Execution Document has been delivered on behalf of each Opinion Party signatory thereto under Applicable Law of the State of New York. Each Opinion Document constitutes, with respect to each Opinion Party that is a D- 8

paty th€rEfo, a valid and binding obligation of such Opinion Paty, enforceal:>leagainst such Opinion Paty
in occordancewith its terms.
5.
"No Violation". The execution a,d delivery to the Bank by eoch Opinion Paty of the
Execution Documents to which it isapaty do not violate(a) in thera.e of the Borrower, any provison of
the Certified Organizaional Documents of the Borrower, or (b) any Applicable Lav.
6.
Ma-qi n Rooul ati ons. The borrowings by the Borrower under the Credit Agreement and the
~plication of the proceeds th€reof as provided in the Credit Agreement will not violate Regulciions U or
X of the Boa-d of Governors of the Federal Reserve System (the" Ma-qi n Rooul ati ons").
7.
Investment Company Act. The Guarantor is not an " investment company" within the
meaning of the Investment Company Act of 1940, as amended (the " 1940 Act"). The Borrower is not an
"investment company" within the meaning of the I 940 act pursuant to Rule 3a-5 under the 1940 Act.
In rendering the opinions al:)ove, we note that any exercise by the Borrower of the option to increase
the Commitments as conternpl cied in SEdi on 2.19 of the agreement wi 11 ra:iui re cddi ti anal authori zai on
by the Boa-ds of Di rectors of the Borrower a,d the Gua-antor and may ra:iui re Governmental Approvals.
The opinions set forth al:)ove a-e subject to the following assumptions, qualificaionsand limitations:
(A)
With your permission, all of the following assumptions, qualificaions, limitaions and
stciements of reliance have been mcde without any independent investigation or verification on our pat
except to the extent, if any, otherwise expres51 y stated in this opinion Ietter, a,d we express no opinion with
re:pect to the subj ect matter or a::cura::y of any of the assumptions or items upon which we have relied.
We have not mcde any independent or oth€r i nvesti gcii on or inquiry as to any such circumstances, matters
or facts.
(B)
We have assumed that no fraud, duress, undue influence, mutual mistake of fact,
dishonesty, forgery, coercion, uncons::ional:)il ity or breoch of fiducia-y duty exists or will exist with re:pect
to any of the Opinion Documents or any other matter relevant to this opinion Ietter.
(C)
Our opinions a-e subj ect to (i) cPPl icable bankruptcy, insolvency, reorganizction,
fraudulent transfer a,d conveyance, voidal:)le preference, a:iuital:)le subordinaion, moratorium,
roceivership, conservaorship, a-rangement or smila- la.vs, a,d related regulations and j udicial doctrines,
affecting or relating to creditors' rights and remedies general ly, and (i i) general principles of a:iuity
(induding, without limitciion, standa-ds of maeriality, good faith and fair dealing, rearonal:)leness,
impracticability or impossibility of performance, a:iuital:)le defenses, the exercise of judicial dis::retion and
limits on the availal:)ility of a:iuital:)le remedies), wheth€r such principles a-e consdered in a proceeding at
la.v or in a:iuity. We express no opinion as to the enforceal:>ility or effect of any agreement, instrument or
undertaking (induding, without limitciion, any stciutory undertaking) that is not itself an Opinion
Document but thci is the subject of any provison in any Opinion Document ra:iuiring an Opinion Paty to
perform or to cause any other Peroon to perform its obligciions under, or stating that any action will be
taken as provided in or in occordance with, or otherwise incorporating by reference, such agreement,
instrument or undertaking.
(D)
Documents:

We express no opinion as to the validity or enforceal:>ility of any provison in the Opinion

(i)
providing thci any person or entity may sell or otherwise dispose of, or purchase,
any collcieral subject th€reto, or exercise or enforce any other right or remedy (induding, without
limitciion, any self-hel p or taking possession remedy), except in compliance with ~plicable la.vs;
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party thereto, a valid and binding obligation of such Opinion Party, enforceable against such Opinion Party in accordance with its terms. 5. "No Violation". The execution and delivery to the Bank by each Opinion Party of the Execution Documents to which it is a party do not violate (a) in the case of the Borrower, any provision of the Certified Organizational Documents of the Borrower, or (b) any Applicable Law. 6. Margin Regulations. The borrowings by the Borrower under the Credit Agreement and the application of the proceeds thereof as provided in the Credit Agreement will not violate Regulations U or X of the Board of Governors of the Federal Reserve System (the "Margin Regulations"). 7. Investment Company Act. The Guarantor is not an “investment company” within the meaning of the Investment Company Act of 1940, as amended (the “1940 Act”). The Borrower is not an “investment company” within the meaning of the 1940 act pursuant to Rule 3a-5 under the 1940 Act. In rendering the opinions above, we note that any exercise by the Borrower of the option to increase the Commitments as contemplated in Section 2.19 of the agreement will require additional authorization by the Boards of Directors of the Borrower and the Guarantor and may require Governmental Approvals. The opinions set forth above are subject to the following assumptions, qualifications and limitations: (A) With your permission, all of the following assumptions, qualifications, limitations and statements of reliance have been made without any independent investigation or verification on our part except to the extent, if any, otherwise expressly stated in this opinion letter, and we express no opinion with respect to the subject matter or accuracy of any of the assumptions or items upon which we have relied. We have not made any independent or other investigation or inquiry as to any such circumstances, matters or facts. (B) We have assumed that no fraud, duress,
undue influence, mutual mistake of fact, dishonesty, forgery, coercion, unconscionability or breach of fiduciary duty exists or will exist with respect to any of the Opinion Documents or any other matter relevant to this opinion letter. (C) Our opinions are subject to (i) applicable bankruptcy, insolvency, reorganization, fraudulent transfer and conveyance, voidable preference, equitable subordination, moratorium, receivership, conservatorship, arrangement or similar laws, and related regulations and judicial doctrines, affecting or relating to creditors' rights and remedies generally, and (ii) general principles of equity (including, without limitation, standards of materiality, good faith and fair dealing, reasonableness, impracticability or impossibility of performance, equitable defenses, the exercise of judicial discretion and limits on the availability of equitable remedies), whether such principles are considered in a proceeding at law or in equity. We express no opinion as to the enforceability or effect of any agreement, instrument or undertaking (including, without limitation, any statutory undertaking) that is not itself an Opinion Document but that is the subject of any provision in any Opinion Document requiring an Opinion Party to perform or to cause any other Person to perform its obligations under, or stating that any action will be taken as provided in or in accordance with, or otherwise incorporating by reference, such agreement, instrument or undertaking. (D) We express no opinion as to the validity or enforceability of any provision in the Opinion Documents: (i) providing that any person or entity may sell or otherwise dispose of, or purchase, any collateral subject thereto, or exercise or enforce any other right or remedy (including, without limitation, any self-help or taking possession remedy), except in compliance with applicable laws; D- 9

(ii)
estci:>lishing staida-ds for the peiormaice of the obligcd:ions of good fath,
diligence, rearonci:>leness aid ra-e prescribed by the New York UCC or of aiy of the rights or
duties referred to in &dion 9-603 of the New York UCC or providing for specificpeiorma,ce;
(iii)
relating to indemnification, contribution, exculpciion or release of lici:>ility to the
extent limited by cpplicci:>le laN aid e::iuitci:>le principles in connection with violations of aiy
securities laNs or other laNs or statutory duties or public policy, or in connection with willful ,
red<less or unlaNful acts or gross negligence or negl igence, strict lici:>ility or boo fath or
mi oconduct of the indemnified, rel easEd or ex cul pated pa-ty or the pa-ty rocei vi ng contribution;
(iv)
providing tha aiy per~,n or entity may exercise set-off or simila- rights other thai
in a::cordaicewith aid purruait to cpplicci:>le laN;
(v)
relating to choice of governing laN, to the extent that theenforceEtlil ity of aiy ruch
provision (A) is to be determined by aiy court other thai a court of the State of New York or (B)
may be rubject to constitutional limitations or considerations of comity;
(vi)

waving aiy rights to trial by jury that is not both mutual aid conspicuous;

(vii)
relating to venue of aiy court, or purporting to confer, or constituting ai agreement
to rubmi t to or with re::pect to, rubj ect matter j uri 9:li cti on of aiy court to a:lj udi cate aiy matter;
(viii) spocifying tha provisions may beanended or waved only in writing, to the extent
tha ai oral agreement or ai irrpl ied agreement by trade practice, course of dealing or course of
conduct has been created that modifies or waves aiy provision of ruch Opinion Documents;
(ix)
giving aiy peroon or entity the power to terminate, liquidcie or accelerate
obligations without aiy notice to the Opinion Pa-ties;
(x)
purporting to restrict, vary or wave cpplicci:>le la.vs, access to legal or e::iuitci:>le
remedies or defenses, rights of a debtor or other obligor or rights to rocover da-nages (induding,
without limitaion, actual, conse::iuential , incidental , special , indirect, exemplary or punitive
damages);
(xi)
providing tha decisions by apa-ty a-econdusiveor binding or may be male in its
oole or ci:>oolute diocretion;
(xii)
providing that a gua-aitee will not beafected by a modifica:ion of the obl igation
gua-aiteed in ca,es where the modifi ca:i on increases or changes ruch obi i gai on;
(xiii)

purporting to create aiy power of attorney, proxy or simila- power or right;

(xiv)

providing for punitive damages;

(xv)
providing for liquidcied damages, interest on interest, prepayment penalties or
premiums, latefeesor default rates of interest to the extent tha aiy of the foregoing may be deemed
a penalty;
(xvi) providing for restrantson al ienciion of prq:>erty aid purporting to render traisfers
of ruch prq:>erty void aid of no effect or prohibiti ng or restricting the assignment or traisfer of
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(ii) establishing standards for the performance of the obligations of good faith, diligence, reasonableness and care prescribed by the New York UCC or of any of the rights or duties referred to in Section 9-603 of the New York UCC or providing for specific performance; (iii) relating to indemnification, contribution, exculpation or release of liability to the extent limited by applicable law and equitable principles in connection with violations of any securities laws or other laws or statutory duties or public policy, or in connection with willful, reckless or unlawful acts or gross negligence or negligence, strict liability or bad faith or misconduct of the indemnified, released or exculpated party or the party receiving contribution; (iv) providing that any person or entity may exercise set-off or similar rights other than in accordance with and pursuant to applicable law; (v) relating to choice of governing law, to the extent that the enforceability of any such provision (A) is to be determined by any court other than a court of the State of New York or (B) may be subject to constitutional limitations or considerations of comity; (vi) waiving any rights to trial by jury that is not both mutual and conspicuous; (vii) relating to venue of any court, or purporting to confer, or constituting an agreement to submit to or with respect to, subject matter jurisdiction of any court to adjudicate any matter; (viii) specifying that provisions may be amended or waived only in writing, to the extent that an oral agreement or an implied agreement by trade practice, course of dealing or course of conduct has been created that modifies or waives any provision of such Opinion Documents; (ix) giving any person or entity the power to terminate, liquidate or accelerate obligations without any notice to the Opinion Parties; (x) purporting to restrict, vary or waive applicable laws, access to legal or equitable remedies or defenses, rights of a debtor or other obligor or rights to recover damages (including,
without limitation, actual, consequential, incidental, special, indirect, exemplary or punitive damages); (xi) providing that decisions by a party are conclusive or binding or may be made in its sole or absolute discretion; (xii) providing that a guarantee will not be affected by a modification of the obligation guaranteed in cases where the modification increases or changes such obligation; (xiii) purporting to create any power of attorney, proxy or similar power or right; (xiv) providing for punitive damages; (xv) providing for liquidated damages, interest on interest, prepayment penalties or premiums, late fees or default rates of interest to the extent that any of the foregoing may be deemed a penalty; (xvi) providing for restraints on alienation of property and purporting to render transfers of such property void and of no effect or prohibiting or restricting the assignment or transfer of D- 10

property or rights to the exta,t that my ruch prohibition or restriction is ineffoctive purrumt to
Soctions 9-406 through 9-409 of the Nw York UCC;
(xvii)

tha is a fraidul a,t trmsfer or conveymce savings cl aise;

(xviii) purporting to esta::il ish e.ii da,ti ary stmdads;
(xix) providing tha remooies ae cumulative or nonexclusive or permitting
purrue multiple remooies;

a pa1y to

(xx)
irrposing my obligation to ta<e my action, the ta<ing of which is (a) by its terms
discraionay, (b) rubj oct to the cpproval of a third party, or (c) otherwise rubjoct to a continga,cy
which is not within the a::iil ity of a party to S:iisfy;
(xxi) rel ating to theeffoct of my delay or falureof my pa1y to exercise or a,force my
rights or remedies;
(xxii) relating to latersof crooit to theexta,t that ruch provision would berubjoct to the
limitciionsset forth in Soction 5-103(c) of the Nw York UCC; md
(xxii i) relating to any "swap" (as such term is defined in Section l a(47) of the Commodity
Exchmge Act), including my guamtee thereof, or the grmt of my lie, or security interest to
secure my such swcp, to the extent ruch swcp, or ruch guamty or ruch lien or security interest is
provide:! by, or creaesjoint md se,,eral lia::iility imposa:l upon, my peroon or a,tity that is not m
"eligible contract participant" within the meaning of Section la( 18) of the Commodity Exchmge
Act.
(E)
law thci:

Our opinions as to a,forcea:,ility ae rubj oct to the effoct of ga,erally cpplica::ile rules of

(i)
provide that forum seloction daises in contractsae not necessaily binding on the
court(s) in the forum seloctoo; and
(ii)
may, where less thm all of a contract may be unenforcea:,le, limit the
eriforcea:,il i ty of the bal mce of the contract to ci rcumsta,ces in which the una,forcea:,I e portion is
not a, essential part of the agreoo exchmge, or that permit a court to reserve to itself a ded si on as
to whether my provision of my agreement is se,,era::il e.
(F)
We express no opinion as to the eriforcea:,ility of a,y purportoo waver, release, variciion,
disdamer, consent or other agreema,t to simila effoct (all of the foregoing, colloctively, a "Waver") by
a,y Opinion Party under my of the Opinion Oocuma,ts to the exta,t Ii mi too by Socti ans 9-602 or 9-624
of the Nw York UCC or other provisions of cpplica::ile law (includi ng judicial decisions), or to the exta,t
thci such a Waver cpplies to a right, claim, duty or defa,se or a ground for, or a circumsta,ce that would
operae as, a disd1age or release otherwise existing or occurring as a matter of law (including judicial
decisions).
(G)
To theexta,t it may be rele.ia,t to theopinionsexpressa:I herein, we haveasrumoo that (i)
each party to the Opinion Documerits (other thm the Borrower) is val idly existing in good sta,ding in its
juriooiction of orgmization, has all requisite power aid aithority, aid, other thm in the case of the Opinion
Parties, has obtanoo all rele.imt aithorizciions, consents md cpprovals, and made al l fi lings aid
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property or rights to the extent that any such prohibition or restriction is ineffective pursuant to Sections 9-406 through 9-409 of the New York UCC; (xvii) that is a fraudulent transfer or conveyance savings clause; (xviii) purporting to establish evidentiary standards; (xix) providing that remedies are cumulative or nonexclusive or permitting a party to pursue multiple remedies; (xx) imposing any obligation to take any action, the taking of which is (a) by its terms discretionary, (b) subject to the approval of a third party, or (c) otherwise subject to a contingency which is not within the ability of a party to satisfy; (xxi) relating to the effect of any delay or failure of any party to exercise or enforce any rights or remedies; (xxii) relating to letters of credit to the extent that such provision would be subject to the limitations set forth in Section 5-103(c) of the New York UCC; and (xxiii) relating to any “swap” (as such term is defined in Section 1a(47) of the Commodity Exchange Act), including any guarantee thereof, or the grant of any lien or security interest to secure any such swap, to the extent such swap, or such guaranty or such lien or security interest is provided by, or creates joint and several liability imposed upon, any person or entity that is not an “eligible contract participant” within the meaning of Section 1a(18) of the Commodity Exchange Act. (E) Our opinions as to enforceability are subject to the effect of generally applicable rules of law that: (i) provide that forum selection clauses in contracts are not necessarily binding on the court(s) in the forum selected; and (ii) may, where less than all of a contract may be unenforceable, limit the enforceability of the balance of the contract to circumstances in which the unenforceable portion is not an essential part of the agreed exchange, or that permit a court to reserve to itself a decision as to whether any provision of any agreement is severable. (F) We express no opinion as to the enforceability of any purported
waiver, release, variation, disclaimer, consent or other agreement to similar effect (all of the foregoing, collectively, a "Waiver") by any Opinion Party under any of the Opinion Documents to the extent limited by Sections 9-602 or 9-624 of the New York UCC or other provisions of applicable law (including judicial decisions), or to the extent that such a Waiver applies to a right, claim, duty or defense or a ground for, or a circumstance that would operate as, a discharge or release otherwise existing or occurring as a matter of law (including judicial decisions). (G) To the extent it may be relevant to the opinions expressed herein, we have assumed that (i) each party to the Opinion Documents (other than the Borrower) is validly existing in good standing in its jurisdiction of organization, has all requisite power and authority, and, other than in the case of the Opinion Parties, has obtained all relevant authorizations, consents and approvals, and made all filings and D- 11

registrations, necessa-y to execute, del iver a-id perform the Opinion Documents to which it is a party a-id
to conrummae the tra-isactions contemplaed thereby a-id that ea::h ruch Opinion Document constitutes
lega, vaid a-id binding obligaions of, a-id is enforcea:ile ~anst, ruch party, a-id (ii) the execution a-id
delivery of the Opinion Documents by ea::h of the parties thereto (other tha,, with r~ect to the Opinion
Parties, to the extent set forth herein), a-id theperforma-iceby ruch party of itsobligationsundertheOpinion
Documents to which it is a party, will not violate or conflict with a,y la.v, rule, regulaion, order, docree,
judgment, instrument or ~reement binding upon or applicable to it or its properties.
For purposes of the opinions set forth in opinion parqJraph 6 above, we have assumed that
(H)
(i) the Ba-ik does not aid wi 11 not have the benefit of a,y qJreement or arra-igement (exd udi ng the Opinion
Documents) purrua,t to which a,y extensions of credit to a,y Opinion Party are directly or indirectly
sa:::ured by "margin stock" (as defined under the Margin Regulations), (ii) neither the Ba-ik nor any of its
affi Ii a es has extended or wi 11 extend a,y other credit to any Opinion Party directly or i ndi rectl y secured by
margin stock, a-id (iii) the Ba-ik has not relied and will not rely upon any margin stock as collatera in
extending or ma ntai ni ng a,y extensions of credit purruant to the Credit Agreement, as to which we express
no opinion.
(I)
Our opinions are limited oolely to those expressly set forth herein, a-id we express no
opinions by implication.

(J)
We express no opinion as to the corrpliance or noncompliance, or the effect of the
complia,ce or noncomplia-ice, of ea::h of the addressees or a,y other peroon or entity with a,y state or
federal la.vs or regulations (induding, without limitation, the policies, procedures, guidelines, a-id practices
of any regul aory authority with r~ect thereto) appl icable to ea::h of them by rearon of their status as or
affiliaion with a federally inrured depository institution, a finmal holding compa-iy, a ba-ik holding
company, a thrift holding company, a non-federa ly inrured depository institution, a securities broker or
deaer, an investment company, a, investment adviser, a futures commission mercha-it, a commodity
trading advioor, a commodity pool operator, a, inrurance compa,y, a,y other non-ba-ik fi nancial
institution, or a,y other regulaed financial institution, except as expressly set forth in opinion parqJraph 6
and opinion par~raph 7 above.
(K)
Our opinions as to a,y matters governed by (i) the Del ware Corporation La.v are based
oolely upon our re;ieN of the Dela.vare General Corporation L aN as publ ished in Delaware Corporation
La.vs Annotated, 2019-2020 Edition, LexiS'Jexis, without a,y re;ieN or consideration of any decisions or
opinions of courts or other adjudicative bodies or governmenta authorities of the State of Dela.vare,
whether or not reported or rummarized in the foregoing publications.
(L)
lnoofar as our opinions in opinion parqJraph 4 above rel ate to theenforcea:iility under NeN
York la.v of the choice of la.v provisions contained in the Opinion Documents selecting NeN York la.v as
the governing la,v thereof or provisions relating to the submission to jurisdiction of the courts of the State
of NeN York, such opinions are rendered oolely in reliance upon the Act of July 19, 1984, ch.421 , 1984
McKinney's Sess. LaN of N.Y . 1406 (codified as N.Y . Gen. Oblig. LaN Sections 5-1 401 and 5-1402
(McKinney 2001) and N.Y. C.P.L.R. 327(b) (McKinney 2001)). We call to your attention that ruch Section
5-1401 of the NYGOL refers to Section 1-105 of the NeN York UCC; howe;er, effective December 17,
2014, Artide 1 of the NeN York UCC was amended such that therubstanceof what was covered by Section
1-105 thereof is now covered by Section 1-301 of the NeN York UCC but conforming cha-iges to Section
5-1401 were not made at that time to refer to Section 1-301. Accordingly, we do not expressa,y opinion
as to the e'fect of such amendment to Article 1 of the NeN York UCC on ruch Section 5-1401 or on any
opinion stated herein that relates to the enforcea:iility of the choice of NeN York la.v contained in a,y
Opinion Document. In addition, wenotetha the application of ruch NeN York la.vs to atransactionwhere
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registrations, necessary to execute, deliver and perform the Opinion Documents to which it is a party and to consummate the transactions contemplated thereby and that each such Opinion Document constitutes legal, valid and binding obligations of, and is enforceable against, such party, and (ii) the execution and delivery of the Opinion Documents by each of the parties thereto (other than, with respect to the Opinion Parties, to the extent set forth herein), and the performance by such party of its obligations under the Opinion Documents to which it is a party, will not violate or conflict with any law, rule, regulation, order, decree, judgment, instrument or agreement binding upon or applicable to it or its properties. (H) For purposes of the opinions set forth in opinion paragraph 6 above, we have assumed that (i) the Bank does not and will not have the benefit of any agreement or arrangement (excluding the Opinion Documents) pursuant to which any extensions of credit to any Opinion Party are directly or indirectly secured by "margin stock" (as defined under the Margin Regulations), (ii) neither the Bank nor any of its affiliates has extended or will extend any other credit to any Opinion Party directly or indirectly secured by margin stock, and (iii) the Bank has not relied and will not rely upon any margin stock as collateral in extending or maintaining any extensions of credit pursuant to the Credit Agreement, as to which we express no opinion. (I) Our opinions are limited solely to those expressly set forth herein, and we express no opinions by implication. (J) We express no opinion as to the compliance or noncompliance, or the effect of the compliance or noncompliance, of each of the addressees or any other person or entity with any state or federal laws or regulations (including, without limitation, the policies, procedures, guidelines, and practices of any regulatory authority with respect thereto) applicable to each of them by reason of their status as or
affiliation with a federally insured depository institution, a financial holding company, a bank holding company, a thrift holding company, a non-federally insured depository institution, a securities broker or dealer, an investment company, an investment adviser, a futures commission merchant, a commodity trading advisor, a commodity pool operator, an insurance company, any other non-bank financial institution, or any other regulated financial institution, except as expressly set forth in opinion paragraph 6 and opinion paragraph 7 above. (K) Our opinions as to any matters governed by (i) the Delaware Corporation Law are based solely upon our review of the Delaware General Corporation Law as published in Delaware Corporation Laws Annotated, 2019-2020 Edition, LexisNexis, without any review or consideration of any decisions or opinions of courts or other adjudicative bodies or governmental authorities of the State of Delaware, whether or not reported or summarized in the foregoing publications. (L) Insofar as our opinions in opinion paragraph 4 above relate to the enforceability under New York law of the choice of law provisions contained in the Opinion Documents selecting New York law as the governing law thereof or provisions relating to the submission to jurisdiction of the courts of the State of New York, such opinions are rendered solely in reliance upon the Act of July 19, 1984, ch.421, 1984 McKinney's Sess. Law of N.Y. 1406 (codified as N.Y. Gen. Oblig. Law Sections 5-1401 and 5-1402 (McKinney 2001) and N.Y. C.P.L.R. 327(b) (McKinney 2001)). We call to your attention that such Section 5-1401 of the NYGOL refers to Section 1-105 of the New York UCC; however, effective December 17, 2014, Article 1 of the New York UCC was amended such that the substance of what was covered by Section 1-105 thereof is now covered by Section 1-301 of the New York UCC but conforming changes to Section 5-1401 were not made at
that time to refer to Section 1-301. Accordingly, we do not express any opinion as to the effect of such amendment to Article 1 of the New York UCC on such Section 5-1401 or on any opinion stated herein that relates to the enforceability of the choice of New York law contained in any Opinion Document. In addition, we note that the application of such New York laws to a transaction where D- 12

the State of Ne.v York has no canted or only insignifica,t canted with the parties aid the tra1soction may
raise constitutional aid comity issues. We dirro your atention to Lehrran Brothers Corrmercial
Corporation v. Minrretals International Non-Ferrous Metals Trading Corrpany, 2000 U.S. Dist. LEXIS
16445 (S.D.N.Y . 2000), in which the court a1alyzoo such Ne.v York lws a1d notoo that "[i]t remains to
be seen, however, whether a state with no con~ion to either of the parties or thetra1soctionscould apply
its own lw, conoona1t with the Full Faith and Crooit Clause [of the U.S. Constitution], when doing oo
would viol ate a1 i mporta1t public policy of a more-i nterestoo state."
(M)
We express no opinion as to (i) the financial condition or oolvency of any Opinion Party;
(ii) the abil ity (fina1cial or otherwise) of any Opinion Pa1y to meet its resproive obligations under any
Opinion Documents to which it is a party; or (iii) the complia1ce of the Opinion Documents or the
tra1soctions conternplatoo therEt>y with, or the afro of a1y of the foregoing with respro to, any a1tifraud
or other applicable Iegal di s::I osure r~ui ranents.
(N)
We express no opinion as to any accounting, fina1cial or ax,nomic matters or the accuracy
as to f edual matters of a1y rEl)resentati on, warranty, data or other information, whether oral or written, that
may have been ma:Je by any Iegal entity i nvol voo in any tra1socti on descri boo in any Opinion Document.
(0)
As used in this opinion "Appl icable Law" does not indude, a1d we express no opinion
about, a1y of the fol lowing: (a) exCEl)t as expressly set forth in opinion paragraph 6 and opinion paragraph
7 above, a1y fooeral or state ba1king, thrift, crooit union, ba1k holding compa1y, thrift holding company,
financial holding company, securities, commodities, insurance, investment company, investment adviser,
premium finance or life settlement laws, rules and regulations; (b} any fooeral or state labor, pension, or
other employee benefit laws, rules and regulations; (c) any fooeral or state a1titrust, trade or unfair
competition laws, rules and regulations; (d) any federal or state laws, rules and regulations relating to the
environment, safety, heath, or other similar maters; (e) any laws, rules, regulations, ordinances, orders, or
decisions of any county, municipality, town, subdivision or similar local authority of any juris:liction or
a1y agency, district or instrumentality thereof, induding any zoning or land use laws or regulations; (f) any
fooeral or state tax laws, rulesa1d regulations or any accounting matters; (g) any fooeral or state lws, rules
or regulations relating to copyrights, patents, trademarks, or other intellroual property; (h) any fooeral or
state laws relating to racketeering, civil forfeiture or other criminal eds; (i) any fooeral or state laws, rules
and regul ati ans relating to emergencies, nati anal security, money Iaunderi ng or privacy rights; O) the DoddFrank Wal l Street RE!orm and Consumer Protroion Act a1d rules and regulationsrelatoo thereto; (I) exCEl)t
with respro to our opinions in paragraph 3 and paragraph 5 above, a1y fooeral or state lws, rules or
regulaionsrelating to theregulaion of utilities; or (m) judicial a1d ooministrativedecisions, orders, rul ings
and other interpretations addressing any laws or regulations describoo in this provioo as being exdudoo
from Applicable Law.
We have been engagoo by the Opinion Parties to rEl)resent them solely for purposes of rendering the
opi ni ans expressed in this Ietter, but we caution you that we are not the sole outside counsel to the Opinion
Parties or their resproi ve affi Ii ates. Our rEl)resentati on of the Opinion Parties is Ii mitoo to certain speci fi Ed
discrete matters sel rooo by them. The Opinion Parties aid their resproi ve affi Ii aes have in the past used,
and to our knowIEdge continue to use, other Iaw firms to rEl)resent them in connroi on with other matters,
indudingwithout limitaion, litigation, corporate, securities and regulctory matters. Accordingly, theocope
of this opinion is Ii mi too to the matters addressed herein. No inference with regard to other matters should
be drwn from our rEl)resentaion of the Opinion Parties or their resproive affi liates for purposes of
rendering the opi ni ans expressed in this Ietter.
This opinion letter shall be interpretoo in accorda1ce with the customary predice of Unitoo States
IaN'jers who regularly give opi ni ans in transocti ans of this type, and Uni too States Iawyers who regularly
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the State of New York has no contact or only insignificant contact with the parties and the transaction may raise constitutional and comity issues. We direct your attention to Lehman Brothers Commercial Corporation v. Minmetals International Non-Ferrous Metals Trading Company, 2000 U.S. Dist. LEXIS 16445 (S.D.N.Y. 2000), in which the court analyzed such New York laws and noted that "[i]t remains to be seen, however, whether a state with no connection to either of the parties or the transactions could apply its own law, consonant with the Full Faith and Credit Clause [of the U.S. Constitution], when doing so would violate an important public policy of a more-interested state." (M) We express no opinion as to (i) the financial condition or solvency of any Opinion Party; (ii) the ability (financial or otherwise) of any Opinion Party to meet its respective obligations under any Opinion Documents to which it is a party; or (iii) the compliance of the Opinion Documents or the transactions contemplated thereby with, or the effect of any of the foregoing with respect to, any antifraud or other applicable legal disclosure requirements. (N) We express no opinion as to any accounting, financial or economic matters or the accuracy as to factual matters of any representation, warranty, data or other information, whether oral or written, that may have been made by any legal entity involved in any transaction described in any Opinion Document. (O) As used in this opinion “Applicable Law” does not include, and we express no opinion about, any of the following: (a) except as expressly set forth in opinion paragraph 6 and opinion paragraph 7 above, any federal or state banking, thrift, credit union, bank holding company, thrift holding company, financial holding company, securities, commodities, insurance, investment company, investment adviser, premium finance or life settlement laws, rules and regulations; (b) any federal or state labor, pension, or other employee
benefit laws, rules and regulations; (c) any federal or state antitrust, trade or unfair competition laws, rules and regulations; (d) any federal or state laws, rules and regulations relating to the environment, safety, health, or other similar matters; (e) any laws, rules, regulations, ordinances, orders, or decisions of any county, municipality, town, subdivision or similar local authority of any jurisdiction or any agency, district or instrumentality thereof, including any zoning or land use laws or regulations; (f) any federal or state tax laws, rules and regulations or any accounting matters; (g) any federal or state laws, rules or regulations relating to copyrights, patents, trademarks, or other intellectual property; (h) any federal or state laws relating to racketeering, civil forfeiture or other criminal acts; (i) any federal or state laws, rules and regulations relating to emergencies, national security, money laundering or privacy rights; (j) the Dodd- Frank Wall Street Reform and Consumer Protection Act and rules and regulations related thereto; (l) except with respect to our opinions in paragraph 3 and paragraph 5 above, any federal or state laws, rules or regulations relating to the regulation of utilities; or (m) judicial and administrative decisions, orders, rulings and other interpretations addressing any laws or regulations described in this proviso as being excluded from Applicable Law. We have been engaged by the Opinion Parties to represent them solely for purposes of rendering the opinions expressed in this letter, but we caution you that we are not the sole outside counsel to the Opinion Parties or their respective affiliates. Our representation of the Opinion Parties is limited to certain specified discrete matters selected by them. The Opinion Parties and their respective affiliates have in the past used, and to our knowledge continue to use, other law firms to represent them in connection with other matters, including without limitation, litigation, corporate, securities and regulatory
matters. Accordingly, the scope of this opinion is limited to the matters addressed herein. No inference with regard to other matters should be drawn from our representation of the Opinion Parties or their respective affiliates for purposes of rendering the opinions expressed in this letter. This opinion letter shall be interpreted in accordance with the customary practice of United States lawyers who regularly give opinions in transactions of this type, and United States lawyers who regularly D- 13

a:lvi se opinion roci pi ents rega-di ng such opinions.
The opinions expresre:I herein a-e solely for the benefit of the a:ldressees heroof in conna;ti on with the
tra,soction referroo to herein a-id may not be rel ioo on by such a:ldressees for a,y other purpose or in a,y
ma,ner, or furnisha:l to or raioo on for a,y purpose by a,y other person or entity, in eoch case without our
prior written consent. (Notwithsta-idi ng the foregoing, at your ra:iuest, we herEt>y consent to (i) this opinion
lette- being furnishoo to your cgents aid rEl)resentatives, a-id (ii) rel ia,ce hereon by a,y futurecSSigneeof
the Bank's interests in the Loans under the Credit Agreement pursuant to an assignment that is made and
consentoo to in ax:orda,ce with the express provisions of Soction 9.06 of the Crooit Agreement, on the
condition a-id understa,ding that (a) this letter spea<s only as of the date heroof, (b) we have no
re:ponsibi lity or obligation to update this letter, to consider its ~licability or corra;tness to a,y Person
other tha, its a:ldressee(s), or to ta<e into account cha,ges in Ia.v, facts or a,y other developments of which
we may later berome a.va-e, aid (c) a,y such raia,ce by a future cSSignee must be actua a-id rea9)nable
under thecircumsta,cesexisting at the time of cSSignment, including a,y changes in la.v, facts or a,y other
devaopments known to or reaoonably knowable by the cSSignee at such time.) This opinion letter is
rende-oo as of the date set forth above. We express! y di~ am a,y obi i gati on to update this opinion Ietter
in a,y r ~ after such date.

Very truly yours,
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advise opinion recipients regarding such opinions. The opinions expressed herein are solely for the benefit of the addressees hereof in connection with the transaction referred to herein and may not be relied on by such addressees for any other purpose or in any manner, or furnished to or relied on for any purpose by any other person or entity, in each case without our prior written consent. [Notwithstanding the foregoing, at your request, we hereby consent to (i) this opinion letter being furnished to your agents and representatives, and (ii) reliance hereon by any future assignee of the Bank’s interests in the Loans under the Credit Agreement pursuant to an assignment that is made and consented to in accordance with the express provisions of Section 9.06 of the Credit Agreement, on the condition and understanding that (a) this letter speaks only as of the date hereof, (b) we have no responsibility or obligation to update this letter, to consider its applicability or correctness to any Person other than its addressee(s), or to take into account changes in law, facts or any other developments of which we may later become aware, and (c) any such reliance by a future assignee must be actual and reasonable under the circumstances existing at the time of assignment, including any changes in law, facts or any other developments known to or reasonably knowable by the assignee at such time.] This opinion letter is rendered as of the date set forth above. We expressly disclaim any obligation to update this opinion letter in any respect after such date. Very truly yours, D- 14

EXHIBIT D-1
FORM OF
U.S. TAX COMPLIANCE CERTIFICATE
(For Non-U.S. Lenders That Are Not Pa-tnerships For U.S. Federa Income Tax Purp09:3S)

Raerenceishereby ma:1etotheRe.1olving Credit Agreement daed asof [ ] (asanended,
supplemented or otherwise modified from time to time, the "Re.1olving Credit Agreement"), among PPL
Ccpita Funding, Inc., as the Borrower, PPL Corporation, as the Gua-antor, and the Bank of Nova Scotia,
as the Lender, and other eoch lender from time to timepa-ty thereto.
Pursuant to the provisions of Section 2.16 of the Re.1olving Credit Agreement, the
undersigned hereby certifies that (i) it is the sole record and benaicia owner of the Loai(s) (as well as any
Note(s) eJidencing such Loai(s)) in respect of which it is providing this certificate, (ii) it is not a "bank"
within the meEr1ing of Section 881(c)(3){A) of the Code, (iii) it is not a "ten percent shareholder" of the
Borrower within the mea,ing of Section 871(h)(3)(B) of the Code aid (iv) it is not a " controlled foreign
corporation" related to the Borrower as described in Section 881(c)(3)(C) of the Code.
The undersigned has f urni shoo the Borrower with a certi fi cae of its non-U .S. Person status
on I RS Form W-8BEN or I RS Form W-8BEN-E. By executing this certificate, the undersigned ~rees tha
(1) if the information provided in this certificate changes, the undersigned shal promptly so inform the
Borrower, aid (2) the undersigned sha I have at a I ti mes f urni shoo the Borrower with a properly compIeted
and currently effective certificate in either the caenda- yea- in which eoch payment is to be ma:1e to the
undersigned, or in either of the two caenda- yea-s preceding such payments.
Unless otherwise defined herein, terms defined in the Re.1olving Credit Agreement aid
use:! herein sha I have the meErli ngs given to them in the Re.10I vi ng Credit Agreement.
[NAME OF LENDER]

By:_ _ _ _ _ _ _ _ _ __
Nane:
Title:
Date: _ _ _ _, 20( ]
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EXHIBIT D-1 FORM OF U.S. TAX COMPLIANCE CERTIFICATE (For Non-U.S. Lenders That Are Not Partnerships For U.S. Federal Income Tax Purposes) Reference is hereby made to the Revolving Credit Agreement dated as of [ ] (as amended, supplemented or otherwise modified from time to time, the “Revolving Credit Agreement”), among PPL Capital Funding, Inc., as the Borrower, PPL Corporation, as the Guarantor, and the Bank of Nova Scotia, as the Lender, and other each lender from time to time party thereto. Pursuant to the provisions of Section 2.16 of the Revolving Credit Agreement, the undersigned hereby certifies that (i) it is the sole record and beneficial owner of the Loan(s) (as well as any Note(s) evidencing such Loan(s)) in respect of which it is providing this certificate, (ii) it is not a “bank” within the meaning of Section 881(c)(3)(A) of the Code, (iii) it is not a “ten percent shareholder” of the Borrower within the meaning of Section 871(h)(3)(B) of the Code and (iv) it is not a “controlled foreign corporation” related to the Borrower as described in Section 881(c)(3)(C) of the Code. The undersigned has furnished the Borrower with a certificate of its non-U.S. Person status on IRS Form W-8BEN or IRS Form W-8BEN-E. By executing this certificate, the undersigned agrees that (1) if the information provided in this certificate changes, the undersigned shall promptly so inform the Borrower, and (2) the undersigned shall have at all times furnished the Borrower with a properly completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in either of the two calendar years preceding such payments. Unless otherwise defined herein, terms defined in the Revolving Credit Agreement and used herein shall have the meanings given to them in the Revolving Credit Agreement. [NAME OF LENDER] By:_________________________________ Name: Title: Date:
________ __, 20[ ] D- 1

EXHIBIT 0 -2
FORM OF
U.S. TAX COMA..IANCECERTIFICATE
(For Non-U.S. Lenders Thct Are Painerships For U.S. Federal Income Tax Purposes)
Raera,ce is hereby ma::le to the Revolving Credit Agreement daed as of [ ] (as a:na,ded,
suppl anented or othawi se modified from ti me to ti me, the " Revolving Credit Agreema,t"), among PPL Capital
Funding, Inc., as the Borrower, PPL Corporation, as the Guaa,tor, a,d the Ba,k of Nova Scotia, as the Lender,
a,d other each Iender from ti me to ti me party thereto.
Pursua,t to the provisions of Section 2.16 of the Revolving Credit Agreema,t, the undersigned
hereby certifies that (i) it istheoolererord owner of theLoan(s) (as well asa,y Note(s) evidencing such Loa,(s))
in respoct of which it is providing this certificcte, (ii) its diroct or indiroct partners/members ae the role
ba,eficial owners of such Loa,(s) (as well as a,y Note(s) evidencing such Loa,(s)), (iii) with respoct to the
exta,sion of credit pursua,t to this Revolving Credit Agreement or a,y other Loa, Document, neither the
undersi gned nor any of its direct or indirect partners/members is a "bank" extending credit pursuant to a loan
agreement a,tered into in theordinay course of its trade or business within the mea,ing of Section 881(c)(3)(A)
of the Code, (iv) none of its diroct or indirect partners/members is a "ten percent shareholder" of the Borrower
within the mea,ing of Section 871 (h)(3)(B) of the Code a,d (v) none of its diroct or indiroct partners/members
is a "controlled foreign corporation" related to the Borrower as described in Section 881(c)(3)(C) of the Code.
The undersigned has furnished the Borrower with I RS Form W-8I MY acoorrpanied by one of
the following forms from each of its patners/members that is daiming the portfolio interest exemption: (i) a,
IRS Form W-8BEN or IRS Form W-8BEN-E or (ii) a, IRS Form W-8IMY acconi:>c11ied by a, IRS Form W8BEN or I RS Form W-8BEN-E from each of such partner's/member's beneficial owners that is claiming the
portfol io interest exemption. By executing this certificate, the undersigned agrees that (1) if the informction
provided in this certificate cha,ges, the undersigned shall promptly oo inform the Borrower, and (2) the
undersigned shall have at all times furnished the Borrower with a properly corrpleted a,d currently etfoctive
certificcte in either the cala,da ye« in which each payma,t is to be made to the undersigned, or in either of the
two cal enda ye«s pra::edi ng such payments.
Unless othawise detined herein, terms detined in the Revolving Credit Agreemerit a,d used
herein shall have the meaiingsgiva, to them in the Revolving Credit Agreema,t.
[NAME OF LENDER]

By:_ _ _ _ _ _ _ _ _ __
Na:ne:
Title:
Dae: _ __

, 20( )
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EXHIBIT D-2 FORM OF U.S. TAX COMPLIANCE CERTIFICATE (For Non-U.S. Lenders That Are Partnerships For U.S. Federal Income Tax Purposes) Reference is hereby made to the Revolving Credit Agreement dated as of [ ] (as amended, supplemented or otherwise modified from time to time, the “Revolving Credit Agreement”), among PPL Capital Funding, Inc., as the Borrower, PPL Corporation, as the Guarantor, and the Bank of Nova Scotia, as the Lender, and other each lender from time to time party thereto. Pursuant to the provisions of Section 2.16 of the Revolving Credit Agreement, the undersigned hereby certifies that (i) it is the sole record owner of the Loan(s) (as well as any Note(s) evidencing such Loan(s)) in respect of which it is providing this certificate, (ii) its direct or indirect partners/members are the sole beneficial owners of such Loan(s) (as well as any Note(s) evidencing such Loan(s)), (iii) with respect to the extension of credit pursuant to this Revolving Credit Agreement or any other Loan Document, neither the undersigned nor any of its direct or indirect partners/members is a “bank” extending credit pursuant to a loan agreement entered into in the ordinary course of its trade or business within the meaning of Section 881(c)(3)(A) of the Code, (iv) none of its direct or indirect partners/members is a “ten percent shareholder” of the Borrower within the meaning of Section 871(h)(3)(B) of the Code and (v) none of its direct or indirect partners/members is a “controlled foreign corporation” related to the Borrower as described in Section 881(c)(3)(C) of the Code. The undersigned has furnished the Borrower with IRS Form W-8IMY accompanied by one of the following forms from each of its partners/members that is claiming the portfolio interest exemption: (i) an IRS Form W-8BEN or IRS Form W-8BEN-E or (ii) an IRS Form W-8IMY accompanied by an IRS Form W- 8BEN or IRS Form W-8BEN-E from each of such
partner’s/member’s beneficial owners that is claiming the portfolio interest exemption. By executing this certificate, the undersigned agrees that (1) if the information provided in this certificate changes, the undersigned shall promptly so inform the Borrower, and (2) the undersigned shall have at all times furnished the Borrower with a properly completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in either of the two calendar years preceding such payments. Unless otherwise defined herein, terms defined in the Revolving Credit Agreement and used herein shall have the meanings given to them in the Revolving Credit Agreement. [NAME OF LENDER] By:_________________________________ Name: Title: Date: ________ __, 20[ ] D-2

EXHIBIT E
Form of Request for an Adjustment
Dated as of:

PPL CAPITAL FUNDING, INC. (the " Borrower") and PPL CORPORATION (the "Gua-a,tor"),
in connroion with the Revolving Credit Agreement dated as of ( _ _~, 2020 (as emended, restated,
supplemented or othetwise modified from time to time, the " Credit Agreement" ) among the Borrower, the
Gua-a,tor, a,d The Ba,k of Nova Scotia, as Lender, hereby certifies that:
1.
The Borrower requests a, [increase'docrease] to the Maximum Foolity Amount in the
anount of _ _($_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _) (the " Optional
Adjustment" ).
2.
All of the representations a,d wa-ra,ties of the Loa, Pa-ties contained in the Credit
Agreement a,d the other Loa, Documents a-e true a,d corrro in al I material re:pros (except to the extent
a,y such representation a,d wa-ra,ty is qualified by materiality or reference to Material Adverse Effro, in
which case, such representation a,d wa-ra,ty shall betruea,d corrro in all r ~ s ) on a,d asof thedcie
heroof, except to the extent that such representations a,d wa-ra,ties ~ecifiai ly refer to a, ea-lier date, in
which case they were true a,d corrro in al I material re:pros (except to the extent any such representation
a,d wa-ra,ty was qualified by materiality or reference to Material Adverse Effro, in which case, such
representation a,d wa-ranty was true a,d corrro in all re:pros) as of such ea-lier date a,d except for the
representations in Sa::tion 5.04(c), Sa::tion 5.05, Sa::tion 5.13 a,d Sa::tion 5.14(a) of the Credit Agreement,
which shall be deemed only to relate to the matters referred to therein on a,d asof the Effroive Date.
3.
There does not exist, as of this date, a,d there will not exist after giving effro to the
Optional Increase, a,y Default or Event of Default under the Credit Agreement.
4.
A ll necessay governmental , regulatory a,d third pa-ty cl)provals, if required, have been
obtained or made, are in full forcea,d effro a,d are not subjro to a,y pending or, to the knowledge of the
Borrower, threatened reversal or caicellation.
5.
Attached herao as Annex A are resolutions adopted by the Gua-a,tor and the Borrower
authorizing such Optional Increase, a,d such resolutions a-e true a,d corrro a,d have not been altered,
emended or repea ed a,d a-e in ful I force a,d effro.
Cc:pitali zed terms used in this Notice of Revolving Increase a,d not otherwise defined herein a-e used
as defined in the Credit Agreement.
[REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
[Signature page fol lows]

EXHIBIT E Form of Request for an Adjustment Dated as of: PPL CAPITAL FUNDING, INC. (the “Borrower”) and PPL CORPORATION (the “Guarantor”), in connection with the Revolving Credit Agreement dated as of [______], 2020 (as amended, restated, supplemented or otherwise modified from time to time, the “Credit Agreement”) among the Borrower, the Guarantor, and The Bank of Nova Scotia, as Lender, hereby certifies that: 1. The Borrower requests an [increase/decrease] to the Maximum Facility Amount in the amount of ($ ) (the “Optional Adjustment”). 2. All of the representations and warranties of the Loan Parties contained in the Credit Agreement and the other Loan Documents are true and correct in all material respects (except to the extent any such representation and warranty is qualified by materiality or reference to Material Adverse Effect, in which case, such representation and warranty shall be true and correct in all respects) on and as of the date hereof, except to the extent that such representations and warranties specifically refer to an earlier date, in which case they were true and correct in all material respects (except to the extent any such representation and warranty was qualified by materiality or reference to Material Adverse Effect, in which case, such representation and warranty was true and correct in all respects) as of such earlier date and except for the representations in Section 5.04(c), Section 5.05, Section 5.13 and Section 5.14(a) of the Credit Agreement, which shall be deemed only to relate to the matters referred to therein on and as of the Effective Date. 3. There does not exist, as of this date, and there will not exist after giving effect to the Optional Increase, any Default or Event of Default under the Credit Agreement. 4. All necessary governmental, regulatory and third party approvals, if required, have been obtained or made, are in full force and effect and are not subject to any pending or, to the knowledge of the
Borrower, threatened reversal or cancellation. 5. Attached hereto as Annex A are resolutions adopted by the Guarantor and the Borrower authorizing such Optional Increase, and such resolutions are true and correct and have not been altered, amended or repealed and are in full force and effect. Capitalized terms used in this Notice of Revolving Increase and not otherwise defined herein are used as defined in the Credit Agreement. [REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] [Signature page follows]

IN WITNESS WHEREOF, each of the Borrower a,d the Gua-a,tor, octing through a,
a.ithorize::l signatory, has signe::l this Notice of Revolving Increase as of the day a,d ye« first roove
written.

PA.. CAPITAL FUNDING, INC.
By:_ _ _ _ _ _ _ _ _ _ _ _ _ _ Na-ne:
Title:

PA.. CORPORA Tl ON
By: _ _ _ _ _ _ _ _ _ _ _ _ _ _ Na-ne:
Title:

IN WITNESS WHEREOF, each of the Borrower and the Guarantor, acting through an authorized signatory, has signed this Notice of Revolving Increase as of the day and year first above written. PPL CAPITAL FUNDING, INC. By: Name: Title: PPL CORPORATION By: Name: Title:

Annex I
Lender Information
Lending Office

Name
The Ba,k of Nova Scotia

250 V e:et Street, 23-24 FL
Ne.v York, NY 10281

PPL CAPITAL FUNDING, INC. -UNCOMMITTED LETTER OF CREDIT AGREEMENT

Annex I Lender Information Name Lending Office The Bank of Nova Scotia 250 Vesey Street, 23-24 FL New York, NY 10281 PPL CAPITAL FUNDING, INC. - UNCOMMITTED LETTER OF CREDIT AGREEMENT

Exhibit 10(e)
Execution Version
SIXTH AMENDMENT TO REVOLVING CREDIT AGREEMENT
TH IS SIXTH AMENDMENT TO REVOLVING CREDIT AGREEMENT, datoo asof Ma-ch 12,
2020 (this "Amendment"), to the Existing Crooit Agreement (asdefinoo below) is ma:leby PPL CAPITAL
FUNDfNG, rNC., a Delaware corporation (the " Borrower"), PPL CORPORAT ION, a Pennsylvania
corporation (the " Gua-a,tor") and each Lender (such capitalized tenn and other capitalized tenns used in
thisprea-nblea,d the recitals below to havethemeaningsset forth in, or a-edefinoo by reference in, Article
! below).
WI TN ESSET H:
WHEREAS, the Borrower, the Gucraitor, the Lenders aid The Baik of Nova Scotia, as the
Administraive Agent, Sole Lea:! Arra,ger aid Sole Bookrunner, ere all parties to the Revolving Crooit
Agreement, datoo as of Ma-ch 26, 2014 (as a-nendoo or otherwise modifioo prior to the date hereof, the
" Existing CrooitAqreernent", and as amended by this Amendment and as the same may befurther amendoo,
supplemented, amended and restated or otherwise modified from time to time, the " Crooit Aqreernent");

a,d
WHEREAS, the Borrower has requestoo that the Lenders amend the Existing Crooi t Agreement in
order to extend the maturity date therein aid the Lenders ere will ing to modify the Existing Crooit
Agreement on the terms a,d subject to the conditions hereinafter set forth;
NOW, THEREFORE, the parties hereto herel::ly covena,t a,d agree as fol Iows:
ARTICLE I
DEFINITIONS
SECTION 1.1. Certan Definitions. The following terms when usoo in this Amendment shall
have the following mea,ings (such mea,ings to be equally cq:,licable to the singula- aid plural forms
thereof):
" Amendment" is defined in the prea-nble.
" Borrower" is defined in the prea-nble.
" Crooit Agreement" is defined in the first recital .
" Existing Crooit Agreement" is defined in the first recital .
" Gua-a,tor" is defined in the preanble.
SECTION 1.2. Other Definitions. Terms for which mea,i ngs ere providoo in the Existing
Revolving Crooi t Agreement ere, uni ess otherwise defi noo herein or the context otherwise requires, usoo
in this Amendment with such mea,ings.
ARTICLE II
AMENDMENTS TO THE EXISTING CREDIT AGREEMENT
Effective asof the dae hereof, but subject to the satisfoction of the conditions in Article 111 ,

Sxth Arre1drrent to Revolving Cra:lit Agrearent

AmericasActive:14372706.5
Exhibit 10(e) Execution Version SIXTH AMENDMENT TO REVOLVING CREDIT AGREEMENT THIS SIXTH AMENDMENT TO REVOLVING CREDIT AGREEMENT, dated as of March 12, 2020 (this “Amendment”), to the Existing Credit Agreement (as defined below) is made by PPL CAPITAL FUNDING, INC., a Delaware corporation (the “Borrower”), PPL CORPORATION, a Pennsylvania corporation (the “Guarantor”) and each Lender (such capitalized term and other capitalized terms used in this preamble and the recitals below to have the meanings set forth in, or are defined by reference in, Article I below). W I T N E S S E T H: WHEREAS, the Borrower, the Guarantor, the Lenders and The Bank of Nova Scotia, as the Administrative Agent, Sole Lead Arranger and Sole Bookrunner, are all parties to the Revolving Credit Agreement, dated as of March 26, 2014 (as amended or otherwise modified prior to the date hereof, the “Existing Credit Agreement”, and as amended by this Amendment and as the same may be further amended, supplemented, amended and restated or otherwise modified from time to time, the “Credit Agreement”); and WHEREAS, the Borrower has requested that the Lenders amend the Existing Credit Agreement in order to extend the maturity date therein and the Lenders are willing to modify the Existing Credit Agreement on the terms and subject to the conditions hereinafter set forth; NOW, THEREFORE, the parties hereto hereby covenant and agree as follows: ARTICLE I DEFINITIONS SECTION 1.1. Certain Definitions. The following terms when used in this Amendment shall have the following meanings (such meanings to be equally applicable to the singular and plural forms thereof): “Amendment” is defined in the preamble. “Borrower” is defined in the preamble. “Credit Agreement” is defined in the first recital. “Existing Credit Agreement” is defined in the first recital. “Guarantor” is defined in the
preamble. SECTION 1.2. Other Definitions. Terms for which meanings are provided in the Existing Revolving Credit Agreement are, unless otherwise defined herein or the context otherwise requires, used in this Amendment with such meanings. ARTICLE II AMENDMENTS TO THE EXISTING CREDIT AGREEMENT Effective as of the date hereof, but subject to the satisfaction of the conditions in Article III, Sixth Amendment to Revolving Credit Agreement AmericasActive:14372706.5

(a)
The Existing Credit Agreement is hereby amended to add "Exhibi t D - U.S. Tax
Compliance Ce.rti ftcate" attoche::I hereto.
(b)
The Roci tal s of the Existing Crooi t Agreement are hereby ameridoo and restatoo in
their enti rety as follows:
" The Loan Parties (as hereinafter de'inoo) have requestoo thci the Lenders provide a
revolving crooit fa::ility in an aggregate principal amount, subject to Section 2.19, not to exceoo
$50,000,000. In consideration of their mutual covenants and agreements hereinafter set forth arid
intending to be legally bound hereby, the parties hereto covenant and agree as follows:" .
(c)
Section 1.01 of the Existing Crooit Agreement is ha"eby amendoo by amending
and restating the following definition in its entirety as follows:
" Termination Ocie'' means the earl iest to occur of (i) March (10). 2021 and (ii) such ea-lier
date upon which al I Commitments shal I have been termi natoo in their entirety in a::cordance with
this Agreement.".
(d)
Section 1.01 of the Existing Crooit Agreement is hereby amendoo by amending
and restating the following definition in its entirety as follows:
" FATCA" means Sections 1471 through 1474 of the Internal Revenue Code, asof the date
of this Agreement (or any arnendoo or succesror version that is substantively coni:>arable and not
maerially more onerous to cornply with), any current or future regulaions or official government
interpretations theroof, any agreements enteroo into pursuant to Section 1471(b) of the Code and
any fi seal or regulatory Iegi sl ati on, rules or practices adoptoo pursuant to any intergovernmental
agreement, treay or convention among governmental authorities and irnplementing such Sections
of the Code.
(e)
Section 1.01 of the Existing Crooit Agreement is amendoo by inserting the
following de'initionsin thei r correct alphabetical order:
" Bail-In Action" means the exercise of any Write-Down and Conversion Powers by the
applicable EEA Reoolution Authority in r~ect of any liabil ity of an EEA Financial Institution.
" Bai l-In Legislation" means, with respect to any EEA Member Country implementing
Artide55 of Directive2014/59/EU of the Europea, Parliament and of the Council of the Europea,
Union, the implementing lw for such EEA Member Country from time to time which isdescriboo
in the EU Bai l-In Legislation Schooule.
"Connection Income Taxes" means Other Connection Taxes that are imposed on or
measuroo by net income (however denominatoo) or that are franchise Taxes or branch profits
Taxes.
" EEA Financial Institution" means (a) any credit institution or investment firm establ ishoo
in any EEA Member Country which is subject to the supervision of an EEA Reoolution Authority,
(b) any entity establ ishoo in an EEA Member Country which is a parent of an institution describoo
in dause (a) of this de'inition, or (c) any financial institution establishoo in an EEA Member
Country which is a subsidiary of an institution describoo in dauses (a) or (b) of thisde'inition arid
is subj ect to consol i daoo supervision with its parent.
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(a) The Existing Credit Agreement is hereby amended to add “Exhibit D – U.S. Tax Compliance Certificate” attached hereto. (b) The Recitals of the Existing Credit Agreement are hereby amended and restated in their entirety as follows: “The Loan Parties (as hereinafter defined) have requested that the Lenders provide a revolving credit facility in an aggregate principal amount, subject to Section 2.19, not to exceed $50,000,000. In consideration of their mutual covenants and agreements hereinafter set forth and intending to be legally bound hereby, the parties hereto covenant and agree as follows:”. (c) Section 1.01 of the Existing Credit Agreement is hereby amended by amending and restating the following definition in its entirety as follows: “Termination Date” means the earliest to occur of (i) March [10], 2021 and (ii) such earlier date upon which all Commitments shall have been terminated in their entirety in accordance with this Agreement.”. (d) Section 1.01 of the Existing Credit Agreement is hereby amended by amending and restating the following definition in its entirety as follows: “FATCA” means Sections 1471 through 1474 of the Internal Revenue Code, as of the date of this Agreement (or any amended or successor version that is substantively comparable and not materially more onerous to comply with), any current or future regulations or official government interpretations thereof, any agreements entered into pursuant to Section 1471(b) of the Code and any fiscal or regulatory legislation, rules or practices adopted pursuant to any intergovernmental agreement, treaty or convention among governmental authorities and implementing such Sections of the Code. (e) Section 1.01 of the Existing Credit Agreement is amended by inserting the following definitions in their correct alphabetical order: “Bail-In Action” means the exercise of any Write-Down and Conversion Powers by the applicable EEA Resolution Authority in respect of any liability
of an EEA Financial Institution. “Bail-In Legislation” means, with respect to any EEA Member Country implementing Article 55 of Directive 2014/59/EU of the European Parliament and of the Council of the European Union, the implementing law for such EEA Member Country from time to time which is described in the EU Bail-In Legislation Schedule. “Connection Income Taxes” means Other Connection Taxes that are imposed on or measured by net income (however denominated) or that are franchise Taxes or branch profits Taxes. “EEA Financial Institution” means (a) any credit institution or investment firm established in any EEA Member Country which is subject to the supervision of an EEA Resolution Authority, (b) any entity established in an EEA Member Country which is a parent of an institution described in clause (a) of this definition, or (c) any financial institution established in an EEA Member Country which is a subsidiary of an institution described in clauses (a) or (b) of this definition and is subject to consolidated supervision with its parent. 2 Sixth Amendment to Revolving Credit Agreement

"EEA Member Country" means any of the. member states of the Eurq:,ea, Union, lcelend,
Liechtenstein, end Norway.
"EEA Rerolution Authority" means any public administrative authority or any person
entrusted with public ooministraive aithority of eny EEA Member Country (including eny
delegee) having re,ponsibility for the resolution of eny EEA Finencial Institution.
"EU Bail-In Looislation Schedule" means the EU Bail-In Legisiaion Schedule published
by the Locn Merkel Asrociation (or eny succes&>r Perron), as in effect from time to time.

"LI BOR &Jccesror Rate" shall have the mea,ing spocified in Sedion 2.14(b).
"LI BOR &Jccesror Rate Conforming Cha19es'' shall have the meaning specified in Section
2.14(b).
"Other Connection Taxes" means, with respect to any Lender, Taxes imposed as a result
of a present or former connection between such Lender and the juriroiction imposing such Tax
(other then connections cri sing ool el y from such Lender having executed, del ivered, be::orne a pcrty
to, performed its obl igations under, ra'.:eived payments under, ra'.:eived or perfected a sa::urity
interest under, engaged in eny other trensaction pursuent to or enforcoo eny Locn Document, or
oold or assigned en interest in eny Locn or Locn document).
"Scheduled Unavailability Date" shall have the meaning specified in Section 2.14(b) .
"Write-Down and Conversion Powers" means, with respect to any EEA Resolution
Authority, the wri le-down and conversion powers of such EEA Rerol uti on Authority from ti me to
time under the Bail-In Legislation for the applicable EEA Member Country, which writedown and
conversion powerscredeocriboo in the EU Bail-In Legisiction Schedule.
(f)
Sedion 1.01 of the Existing Credit Agreement is hereby amended by amending
end restating the following detinition in its entirety as follows:
" Detail ling Lender" means, subject to Sedion 2.20(c), eny Lender tha (a) has failed to (i)
fund al l or eny portion of its Locns within two Business Days of the date such Locns were required
to be funded hereunder uni ess such Lender notifies the Admi ni strati ve Agent and the Borrower in
writing that such failure is the result of such Lender's determination that one or more conditions
preca:lent to funding (eoch of which conditions preca:lent, together with eny applicable defailt,
shall be spocifically identified in such writing) has not been satisfied, or (ii) pay to the
Administraive Agent, eny Issuing Lender or eny other Lender eny other amount required to be
paid by it hereunder (including in re,pect of its pcrticipaion in Letters of Credit) within two
Business Days of the date when due, (b) has notified the Borrower, the Administrative Agent or
eny Issuing Lender in writing tha it does not intend to CO!Tl)ly with its funding obligaions
hereunder, or has mooe a public statement to that effect (unless such writing or public staement
relates to such Lender's obligation to fund a Loan hereunder and states that such position is based
on such Lender's determination that a condition precedent to funding (which condition precedent,
together with a,y applicable default, shall be spocifically identified in such writing or public
staement) ccnnot be satisfied), (c) has failed, within three Business Days after written request by
the Administrative Agent or the Borrower, to confirm in writing to the Admi nistraive Agent aid
the Borrower that it wi 11 CO!Tl)I y with its prospa:::tive funding obi i gati ons hereunder (provided that
such Lender shall cease to be a Defall ting Lender pursuent to this clause (c) upon ra'.:eipt of such
written confirmaion by the Administrative Agent and the Borrower), (d) has, or has a direct or
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“EEA Member Country” means any of the member states of the European Union, Iceland, Liechtenstein, and Norway. “EEA Resolution Authority” means any public administrative authority or any person entrusted with public administrative authority of any EEA Member Country (including any delegee) having responsibility for the resolution of any EEA Financial Institution. “EU Bail-In Legislation Schedule” means the EU Bail-In Legislation Schedule published by the Loan Market Association (or any successor Person), as in effect from time to time. “LIBOR Successor Rate” shall have the meaning specified in Section 2.14(b). “LIBOR Successor Rate Conforming Changes” shall have the meaning specified in Section 2.14(b). “Other Connection Taxes” means, with respect to any Lender, Taxes imposed as a result of a present or former connection between such Lender and the jurisdiction imposing such Tax (other than connections arising solely from such Lender having executed, delivered, become a party to, performed its obligations under, received payments under, received or perfected a security interest under, engaged in any other transaction pursuant to or enforced any Loan Document, or sold or assigned an interest in any Loan or Loan document). “Scheduled Unavailability Date” shall have the meaning specified in Section 2.14(b). “Write-Down and Conversion Powers” means, with respect to any EEA Resolution Authority, the write-down and conversion powers of such EEA Resolution Authority from time to time under the Bail-In Legislation for the applicable EEA Member Country, which writedown and conversion powers are described in the EU Bail-In Legislation Schedule. (f) Section 1.01 of the Existing Credit Agreement is hereby amended by amending and restating the following definition in its entirety as follows: “Defaulting Lender” means, subject to Section 2.20(c), any Lender that (a) has failed to (i) fund all or any portion of its
Loans within two Business Days of the date such Loans were required to be funded hereunder unless such Lender notifies the Administrative Agent and the Borrower in writing that such failure is the result of such Lender’s determination that one or more conditions precedent to funding (each of which conditions precedent, together with any applicable default, shall be specifically identified in such writing) has not been satisfied, or (ii) pay to the Administrative Agent, any Issuing Lender or any other Lender any other amount required to be paid by it hereunder (including in respect of its participation in Letters of Credit) within two Business Days of the date when due, (b) has notified the Borrower, the Administrative Agent or any Issuing Lender in writing that it does not intend to comply with its funding obligations hereunder, or has made a public statement to that effect (unless such writing or public statement relates to such Lender’s obligation to fund a Loan hereunder and states that such position is based on such Lender’s determination that a condition precedent to funding (which condition precedent, together with any applicable default, shall be specifically identified in such writing or public statement) cannot be satisfied), (c) has failed, within three Business Days after written request by the Administrative Agent or the Borrower, to confirm in writing to the Administrative Agent and the Borrower that it will comply with its prospective funding obligations hereunder (provided that such Lender shall cease to be a Defaulting Lender pursuant to this clause (c) upon receipt of such written confirmation by the Administrative Agent and the Borrower), (d) has, or has a direct or 3 Sixth Amendment to Revolving Credit Agreement

indirect pcrent compa,y that has, (i) become the rubject of a procea:ling under a,y Debtor Rel id
Law, or (ii) had appointoo for it a receiver, custodian, consavator, trustee, administrator, assignee
for the benefit of crooitors or similcr Perron cha-goo with reorga,ization or liquidation of its
business or assets, including the Fooeral Deposit I nrura,ce Corporation or a,y other state or f ooeral
regulctory authority octing in such a capa:::ity; providoo tha a Lender shall not be a Defaulting
Lender oolely by virtue of the ownership or ocquisition of any equity interest in that Lender or any
direct or indirect pcrent c:oirpany thereof by a Governmental Authority oo long as such ownership
interest does not result in or provide such Lender with immunity from the juri&liciion of courts
within the Uni too States or from the enforcement of judgments or writs of attachment on its assets
or permit such Lender (or such Governmenta Authority) to reject, repudiate, disavow or disaffirm
any controcts or agreements made with such Lender, or (e) has bocome the subject of a Bail-In
Action. Any determinaion bytheAdministrat.iveAgent that a Lender isa Defaulting Lender under
any one or more of dauses (a) through (e) cbove shall be conclusive and binding absent ma,ifest
error, aid such Lender shal bedeemoo to bea Defaulting Lender (rubject to Section 2.20(c)) upon
delivery of written notice of such determination to the Borrower, each Issuing Lender aid each
Lender.".
(g)
Article I of the Existing Crooit Agreement is amendoo by inserting a new Section
1.02 immooiaely after Section 1.01 as follows:
"Section 1.02 Divisions. For al purposes under the Loan Documents, purruant to any
stautory division or plan of division under Delawcre law, induding a statutory division pursuant
to Section 18-217 of the Delawcrelimitoo Liability Company Act (or any c:oirpcrableevent under
a different state's laws): (a) if any asset, right, obligation or liability of any Person becomes the
asset, right, obligaion or liability of oneor more different Peroons, then such asset, right, obligaion
or liability shall be deemoo to have been transferroo from the original Perron to the rubsequent
Peroon(s) on the date such division bocomes effective, aid (b) if a,y new Person comes into
existence, such new Person shall bedeemoo to have been organizoo on the first date of its existence
by the holders of its equity interests on the date such division becomes effective."
(h)
Section 2.14 of the Existing Crooit Agreement is hereby amendoo by adding the
fol Iowing to the end of the Section:
"(b) Notwithstanding anything to the contrary in this Agreement or any other Loan
Document, if the Administraive Agent determines (which determination shal be
conclusive absent manifest error), or the Borrower or Requiroo Lenders notify the
Administra:ive Agent (with, in the case of the Requiroo Lenders, a copy to the Borrower)
tha the Borrower or Requiroo Lenders (as applicable) havedeterminoo, tha:
(i) the circumstances set forth in Section 2.14(b) have occurroo and ruch
ci rcumstances ere uni i kely to be ternporcry; or
(ii) the a:lministraor of the London Interbank Offeroo Rae or a
Governmenta Authority having juri&liction over the Administrative Agent has
ma:le a public statement identifying a spocific dae after which the London
Interbank Offeroo Rate shal no longer be ma:le avalable, or usoo for determining
the interest rate of loans (such specific date, the "Scheduled Unavailability Date"),
or
(iii) any applicable interest raespecifioo herein (other than the Prime Rate
or the Federal Funds Rate) is no longer a widely recognizoo benchmcrk rae for
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indirect parent company that has, (i) become the subject of a proceeding under any Debtor Relief Law, or (ii) had appointed for it a receiver, custodian, conservator, trustee, administrator, assignee for the benefit of creditors or similar Person charged with reorganization or liquidation of its business or assets, including the Federal Deposit Insurance Corporation or any other state or federal regulatory authority acting in such a capacity; provided that a Lender shall not be a Defaulting Lender solely by virtue of the ownership or acquisition of any equity interest in that Lender or any direct or indirect parent company thereof by a Governmental Authority so long as such ownership interest does not result in or provide such Lender with immunity from the jurisdiction of courts within the United States or from the enforcement of judgments or writs of attachment on its assets or permit such Lender (or such Governmental Authority) to reject, repudiate, disavow or disaffirm any contracts or agreements made with such Lender, or (e) has become the subject of a Bail-In Action. Any determination by the Administrative Agent that a Lender is a Defaulting Lender under any one or more of clauses (a) through (e) above shall be conclusive and binding absent manifest error, and such Lender shall be deemed to be a Defaulting Lender (subject to Section 2.20(c)) upon delivery of written notice of such determination to the Borrower, each Issuing Lender and each Lender.”. (g) Article I of the Existing Credit Agreement is amended by inserting a new Section 1.02 immediately after Section 1.01 as follows: “Section 1.02 Divisions. For all purposes under the Loan Documents, pursuant to any statutory division or plan of division under Delaware law, including a statutory division pursuant to Section 18-217 of the Delaware Limited Liability Company Act (or any comparable event under a different state’s laws): (a) if any asset, right, obligation or liability of any Person becomes the
asset, right, obligation or liability of one or more different Persons, then such asset, right, obligation or liability shall be deemed to have been transferred from the original Person to the subsequent Person(s) on the date such division becomes effective, and (b) if any new Person comes into existence, such new Person shall be deemed to have been organized on the first date of its existence by the holders of its equity interests on the date such division becomes effective.” (h) Section 2.14 of the Existing Credit Agreement is hereby amended by adding the following to the end of the Section: “(b) Notwithstanding anything to the contrary in this Agreement or any other Loan Document, if the Administrative Agent determines (which determination shall be conclusive absent manifest error), or the Borrower or Required Lenders notify the Administrative Agent (with, in the case of the Required Lenders, a copy to the Borrower) that the Borrower or Required Lenders (as applicable) have determined, that: (i) the circumstances set forth in Section 2.14(b) have occurred and such circumstances are unlikely to be temporary; or (ii) the administrator of the London Interbank Offered Rate or a Governmental Authority having jurisdiction over the Administrative Agent has made a public statement identifying a specific date after which the London Interbank Offered Rate shall no longer be made available, or used for determining the interest rate of loans (such specific date, the “Scheduled Unavailability Date”), or (iii) any applicable interest rate specified herein (other than the Prime Rate or the Federal Funds Rate) is no longer a widely recognized benchmark rate for 4 Sixth Amendment to Revolving Credit Agreement

newly originated loais in the U.S. syndicaed loa, ma-ket in the cpplica:ile
currency,
then, reaooncbly promptly after such determination by theAdministrativeAgent or roceipt
by the Administrative Agent of such notice, as cpplica:>le, the Administraive Agent end
such Borrower shall negotiate in good faith to amend thisAgreement to replaootheLondon
lnterbenk Offered Rae with en alterncte benchma-k rate (induding eny mathernaica or
other adjustments to the benchma-k (if eny) incorporated therein) (a,y such proposed rate,
a "LIBOR Successor Rate"), together with any proposed LIBOR Successor Rate
Conforming Chenges(asdefined below) end eny such a-nendment shall become effective
at 5:00 P.M . (New York, New York time) on the fifth Business Day after the
Admi ni strai ve Agent shal I have posted such proposed a-nendment to al I Lenders end the
Borrower unless, prior to such ti me, Lenders comprising the R~ui roo Lenders have
deliva-oo to the Administraive Agent written notice that such R~uiroo Lenda-s do not
axept such a-nendment. Such LIBOR Successor Rae shall be cpplioo in a menner
consistent with market practice; providoo tha to the extent such ma-ket practice is not
admi ni strati vel y feasible for the Admi ni strative Agent, such LI BOR Successor Rate shal I
be cppl i oo in a ma,ner as otha-wi se reaooncbly deta-mi noo by the Admi ni strati ve Agent.
If no LI BOR Successor Rate has been determined end the d rcumstences undad ause (i) cbove exist or the Scheduloo Unavailcbility Dae has occurroo (as cpplica:ile),
the Administrative Agent will promptly so notify ea::h Borrowa- a,d ea::h Lender.
Tha-eafta-, (x) the obligation of the Lenda-s to make or mantain Euro-Doll a- Loais shall
besuspendoo (to the extent of theafectoo Euro-Doll a- Loaisor lnta-est Periods only), end
(Y) the London lnterbenk Offeroo Rae component shall no longer be utilized in
deta-mining the Base Rae. Upon roceipt of such notice, eny Borrower may revoke eny
pending r~uest for a Borrowing of, conva-sion to, or continuation of Euro-Doi la- Loais
(to the extent of theaffectoo Euro-Dolla- Loaisor lnta-est Periods) or, failing tha, wil l be
deemed to have conva-ted such r~uest into a Base Rate Borrowing (subject to the
foregoing d ause (y)) in the a-nount spedfi oo therein.
Notwithsta,ding a,ything else herein, a,y definition of LIBOR Successor Rate
shall provide tha in no event shall such LIBOR Successor Rae be less then 0% for
purposes of this Agreement.
For purposes hereof, " LI BOR Successor Rate Conforming Changes'' means, with
respa::t to a,y propo~ LI BOR Successor Rae, a,y conforming cha,ges to the definition
of Base Rae, lnta-est Period, timing end fr~uency of deta-mining rates end making
payments of interest end other admi ni strati ve matta-s as may be cppropri ate, deta-mi ned
by the Administrative Agent with the consent of the Borrower, to reflect the adoption of
such LI BOR Successor Rae a,d to pa-mi t the admi ni strai on thereof by the Admi ni strai ve
Agent in a manner substa,tially consistent with ma-ket proctice (or, if the Administrative
Agent deta-mines that adoption of eny portion of such ma-ket practice is not
administratively feasible or that no ma-ket practice for the administration of such LIBOR
Successor Rate exists, in such other manner of administration astheAdministrativeAgent
deta-mines is reaooncbly necessa-y in connection with the administration of this
Agreement."
(i)
Section 2.16 of the Existing Crooit Agreement is ha-eby a-nendoo by replacing
Section 2.16(a)(i i )( C) in its entirety with:

5
Sxth Arre1drrent to Revolving Cra:lit Agreerrent

newly originated loans in the U.S. syndicated loan market in the applicable currency, then, reasonably promptly after such determination by the Administrative Agent or receipt by the Administrative Agent of such notice, as applicable, the Administrative Agent and such Borrower shall negotiate in good faith to amend this Agreement to replace the London Interbank Offered Rate with an alternate benchmark rate (including any mathematical or other adjustments to the benchmark (if any) incorporated therein) (any such proposed rate, a “LIBOR Successor Rate”), together with any proposed LIBOR Successor Rate Conforming Changes (as defined below) and any such amendment shall become effective at 5:00 P.M. (New York, New York time) on the fifth Business Day after the Administrative Agent shall have posted such proposed amendment to all Lenders and the Borrower unless, prior to such time, Lenders comprising the Required Lenders have delivered to the Administrative Agent written notice that such Required Lenders do not accept such amendment. Such LIBOR Successor Rate shall be applied in a manner consistent with market practice; provided that to the extent such market practice is not administratively feasible for the Administrative Agent, such LIBOR Successor Rate shall be applied in a manner as otherwise reasonably determined by the Administrative Agent. If no LIBOR Successor Rate has been determined and the circumstances under clause (i) above exist or the Scheduled Unavailability Date has occurred (as applicable), the Administrative Agent will promptly so notify each Borrower and each Lender. Thereafter, (x) the obligation of the Lenders to make or maintain Euro-Dollar Loans shall be suspended (to the extent of the affected Euro-Dollar Loans or Interest Periods only), and (y) the London Interbank Offered Rate component shall no longer be utilized in determining the Base Rate. Upon receipt of such notice, any Borrower
may revoke any pending request for a Borrowing of, conversion to, or continuation of Euro-Dollar Loans (to the extent of the affected Euro-Dollar Loans or Interest Periods) or, failing that, will be deemed to have converted such request into a Base Rate Borrowing (subject to the foregoing clause (y)) in the amount specified therein. Notwithstanding anything else herein, any definition of LIBOR Successor Rate shall provide that in no event shall such LIBOR Successor Rate be less than 0% for purposes of this Agreement. For purposes hereof, “LIBOR Successor Rate Conforming Changes” means, with respect to any proposed LIBOR Successor Rate, any conforming changes to the definition of Base Rate, Interest Period, timing and frequency of determining rates and making payments of interest and other administrative matters as may be appropriate, determined by the Administrative Agent with the consent of the Borrower, to reflect the adoption of such LIBOR Successor Rate and to permit the administration thereof by the Administrative Agent in a manner substantially consistent with market practice (or, if the Administrative Agent determines that adoption of any portion of such market practice is not administratively feasible or that no market practice for the administration of such LIBOR Successor Rate exists, in such other manner of administration as the Administrative Agent determines is reasonably necessary in connection with the administration of this Agreement.” (i) Section 2.16 of the Existing Credit Agreement is hereby amended by replacing Section 2.16(a)(ii)(C) in its entirety with: 5 Sixth Amendment to Revolving Credit Agreement

" (C) the in-position of, or a,y cha,ge in the rate of, a,y taxes dero-ibed in daises (i)
through (iv) of thedEtinition of Taxes in Section 2.17(a), (D) Connoction Income Taxes, a,d (E)
Taxes attributable to a Lender's failure to comply with Section 2.16(e))"
U)
Section 2.17 of the Existing Credit Agreement is hereby amended by replacing
Section 2.17(a)(i) with:
"(i) taxes imposed on or measured by the net income (induding bra,ch profits or similar
taxes) of, a,d gross receipts, fra,chise or similar taxes imposed on, the Lender (A) by the jurisdiction
(or subdivision thereof) under the lcms of which the Lender is orga,ized or in which its principal
executive office is located or, in the case of the Lender, in which its Applicable Lending Office is
located, or (B) that are Other Connection Taxes,"
(k)
Section 2.17 of the Existing Credit Agreement is hereby amended adding
subsections (e) a,d (f):

"(e)
Tax Formsa,d Certificates. (i) Any Lender that is a "United States person" within
the mea,ing of Section 7701(a)(30) of the Code shall del iver to the Borrower on or about the date
on which such Lender becomes a Lender under this Agreement (a: a,y time such Lender cha,ges
its Applicable Lending Office and from time to time thereafter upon the rea9'.)nable re;:iuest of the
Borrower), executed copies of IRS Form W-9 certifying tha: such Lender is exempt from U.S.
federal backup withholding tax; (ii) a,y Lender that is not a "United States person" within the
meaning of Section 770 L(a)(3) of the Code (a "Non-U.S. Lender") shall, to tbe extent it is legally
entitled to do oo, deliver to Borrower (in such number of copies as shall be re;:iuested by the
rocipient) on or about the date on which such Non-U.S. Lender beromes a Lender under this
Agreement (a,y time such Lender chaiges its Applicable Lending Office and from time to time
thereater upon the reaoonable re;:iuest of the Borrower), whichever of the following is applicable:
(A) in the case of a Non-U.S. Lender darning the benaits of a, income tax treaty to which the
United Statesisaparty (x) with re:pect to payments of interest under a,y Loa, Document, exocuted
copies of IRS Form W-8BEN or IRS Form W-8BEN-E establishing a, exemption from, or
reduction of, U.S. federal withholding Tax pursuant to the "interest" article of such tax treaty and
(y) with re:pect to a,y other applicable payments under a,y Loa, Document, I RS Form W-8BEN
or IRS Form W-8BEN-E establishing a, exemption from, or reduction of, U.S. federal withholding
Tax pursuant to the "business profits" or "other income" article of such tax treaty; (B) executed
copies of IRS Form W-8ECI; (C) in the case of a Non-U.S. Lender darning the benEtits of the
exemption for portfol io interest under Section 881(c) of the Code, (x) a certificate substaitially in
the form of Exhibit D-1 to the effect that such Non-U.S. Lender is not a "bank" within the meaning
of Section 88 l(c)(3)(A) of the Code, a" 10 percent shareholder" of the Borrower within the meaning
of Section 87 I (b)(3)(B) of the Code, or a "controlled foreign corporation" related to tbe Borrower
as described in Section 88l(c)(3)(C) of the Code (a "U.S. Tax Compliance Certificate") and (y)
exocuted copies of IRS Form W-8BEN or IRS Form W-8BEN-E; or (D) to the extent a Non-U.S.
Lender is not the benaicial owner, exa::uted copies of IRS Form W-81MY, a::compaiied by IRS
Form W-8ECI, IRS Form W-8BEN, IRS Form W-8BEN-E, a U.S. Tax Corrpliance Certificate
substa,tially in the form of Exhibit D-1 or D-2, IRS Form W-9, a,d/or other certifica:ion
documents from eoch benEticial owner, as applicable; provided that if the Non-U .S. Lender is a
partnership aid one or more direct or indirect partners of such Foreign Lender are daiming the
portfolio interest exemption, such Non-U.S. Lender may provide a U.S. Tax CompliaiceCertificate
substa,tially in the form of Exhibit D-2 on behalf of eoch such direct and indirect partner; (iii) a,y
Non-U.S. Lender shall , to the extent it is legally entitled to do oo, deliver to the Borrower (in such
number of copies as shall bere;:iuested by thera::ipient) on or about thedatewhich such Non-U.S.
Lender beromes a Lender under this Agreement, a: a,y time such ender cha,ges its Applicable
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“(C) the imposition of, or any change in the rate of, any taxes described in clauses (i) through (iv) of the definition of Taxes in Section 2.17(a), (D) Connection Income Taxes, and (E) Taxes attributable to a Lender’s failure to comply with Section 2.16(e))” (j) Section 2.17 of the Existing Credit Agreement is hereby amended by replacing Section 2.17(a)(i) with: “(i) taxes imposed on or measured by the net income (including branch profits or similar taxes) of, and gross receipts, franchise or similar taxes imposed on, the Lender (A) by the jurisdiction (or subdivision thereof) under the laws of which the Lender is organized or in which its principal executive office is located or, in the case of the Lender, in which its Applicable Lending Office is located, or (B) that are Other Connection Taxes,” (k) Section 2.17 of the Existing Credit Agreement is hereby amended adding subsections (e) and (f): “(e) Tax Forms and Certificates. (i) Any Lender that is a “United States person” within the meaning of Section 7701(a)(30) of the Code shall deliver to the Borrower on or about the date on which such Lender becomes a Lender under this Agreement (at any time such Lender changes its Applicable Lending Office and from time to time thereafter upon the reasonable request of the Borrower), executed copies of IRS Form W-9 certifying that such Lender is exempt from U.S. federal backup withholding tax; (ii) any Lender that is not a “United States person” within the meaning of Section 7701(a)(3) of the Code (a “Non-U.S. Lender”) shall, to the extent it is legally entitled to do so, deliver to Borrower (in such number of copies as shall be requested by the recipient) on or about the date on which such Non-U.S. Lender becomes a Lender under this Agreement (any time such Lender changes its Applicable Lending Office and from time to time thereafter upon the reasonable request of the Borrower), whichever of the following is applicable: (A) in the case of a Non-U.S. Lender
claiming the benefits of an income tax treaty to which the United States is a party (x) with respect to payments of interest under any Loan Document, executed copies of IRS Form W-8BEN or IRS Form W-8BEN-E establishing an exemption from, or reduction of, U.S. federal withholding Tax pursuant to the “interest” article of such tax treaty and (y) with respect to any other applicable payments under any Loan Document, IRS Form W-8BEN or IRS Form W-8BEN-E establishing an exemption from, or reduction of, U.S. federal withholding Tax pursuant to the “business profits” or “other income” article of such tax treaty; (B) executed copies of IRS Form W-8ECI; (C) in the case of a Non-U.S. Lender claiming the benefits of the exemption for portfolio interest under Section 881(c) of the Code, (x) a certificate substantially in the form of Exhibit D-1 to the effect that such Non-U.S. Lender is not a “bank” within the meaning of Section 881(c)(3)(A) of the Code, a “10 percent shareholder” of the Borrower within the meaning of Section 871(h)(3)(B) of the Code, or a “controlled foreign corporation” related to the Borrower as described in Section 881(c)(3)(C) of the Code (a “U.S. Tax Compliance Certificate”) and (y) executed copies of IRS Form W-8BEN or IRS Form W-8BEN-E; or (D) to the extent a Non-U.S. Lender is not the beneficial owner, executed copies of IRS Form W-8IMY, accompanied by IRS Form W-8ECI, IRS Form W-8BEN, IRS Form W-8BEN-E, a U.S. Tax Compliance Certificate substantially in the form of Exhibit D-1 or D-2, IRS Form W-9, and/or other certification documents from each beneficial owner, as applicable; provided that if the Non-U.S. Lender is a partnership and one or more direct or indirect partners of such Foreign Lender are claiming the portfolio interest exemption, such Non-U.S. Lender may provide a U.S. Tax Compliance Certificate substantially in the form of Exhibit D-2 on behalf of each such direct and indirect
partner; (iii) any Non-U.S. Lender shall, to the extent it is legally entitled to do so, deliver to the Borrower (in such number of copies as shall be requested by the recipient) on or about the date which such Non-U.S. Lender becomes a Lender under this Agreement, at any time such ender changes its Applicable 6 Sixth Amendment to Revolving Credit Agreement

Lending Office aid from time to time thereafter upon the rearoncble request of the Borrower,
executa:f copies of a,y other form preocribed by cppliccble law asa basis for daiming exemption
from or a reduction in U.S. federa withholding tax, duly completed, together with such
supplementary documentation as may be prescribed by cppl i ccbl e Iaw to permit the Borrower to
determine the wi thhol ding or deduction required to be made; a,d (iv) if a payment made to a Lender
under a,y Loa, Document would be subject to U.S. fa:fera withholding tax imposa:f by FATCA
if such Lender were to fail to comply with the cppliccble r~orting requirements of FATCA
(induding those contained in Section 1471(b) or 1472(b) of the Code, ascppliccble), such Lender
shal deliver to the Borrower at the time or times prescribed by law aid at such time or times
reaoona::>I y requested by the Borrower such documentation prescribed by cppl i ca::>I e Iaw (including
as preocribed by Section 1471(b)(3)(C)(i) of the Code) aid such additiona documentation
reaooncbly requesta:f by the Borrower as may be nocessa-y for the Borrower to comply with its
obligations under FATCA and to determine that such Lender has complied with such Lender's
obligations under FATCA or to determine the aTiount, if a,y, to deduct aid withhold from such
payment. Solely for purposes of clause (iv), "FATCA" shall include any amendments made to
FATCA ater thedcteof this Agreement."

"(f) Exclusions. No Loan Party shall be required to indemnify any Non-U.S. Lender, or to
pay a,y additiona amount to a,y Non-U.S. Lender, pursua,t to Sections 2.16(a), (b) or (c) in
re:pect of Taxes or OtherTaxestotheextent that theobligction to indemnify or pay such additiona
amounts. would not have arisen but for the failure of such Non-U.S. Lender to comply with the
provisions of Section 2. 17(e)."
(I)
Sections 5.04(a), 5.04(c), 5.05 and 5.13 of the Existing Credit Agreement are
hereby amended by replacing references to "December 31, 2018" with "December 31, 2019".
(m)
Section 9.05 of the Existing Credit Agreement is herel:>y emended by adding the
fol Iowing sentence to the end of the Section:
" Notwithstanding a,ything to the contrary herein, the Administrative Agent and the
Borrower may, without the consent of a,y Lender, enter into amendments or modi fi ccti ons to this
Agreement or a,y of the other Loa, Documents or to enter into additiona Loa, Documents as the
Admi ni strcti ve Agent reaoona::>Iy deems cppropri ate in order to implement a,y LI BOR $ucce5$)r
Rcte or otherwise effectucte the terms of Section 2.14(b) in accorda,ce with the terms of Section
2.14(b)."
(n)
Acknowledgment and Consent to Bail-in of EEA Financial Institutions. The
Existing Credit Agreement is emended by inserting the following netv Section 9.15 immediately
following Section 9.14 of the Existing Cra:fit Agreement:
"Section 9.15. Acknowledgment and Consent to Bail-in of EEA Fina,cia Institutions.
Notwithstaiding a,ything to the contrary in a,y Loa, Document or in a,y other agreement,
arra,gement or understaiding among a,y such parties, ea::h party hereto acknowledges that a,y
licbility of a,y EEA Fina,cia Institution arising under a,y Loa, Document, to the extent such
licbility is unsecured, may be subject to the writedown and conversion powers of a, EEA
Rerol uti on Authority and agrees aid consents to, aid acknowledges and agrees to be bound by:
(a) the cpplication of a,y Write-Down aid Conversion Powers by a, EEA
Rerolution Authority to a,y such licbilities arising hereunder which may be paycble to it
by a,y party hereto that is a, EEA Fi na,ci a I nsti tuti on; aid
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Lending Office and from time to time thereafter upon the reasonable request of the Borrower, executed copies of any other form prescribed by applicable law as a basis for claiming exemption from or a reduction in U.S. federal withholding tax, duly completed, together with such supplementary documentation as may be prescribed by applicable law to permit the Borrower to determine the withholding or deduction required to be made; and (iv) if a payment made to a Lender under any Loan Document would be subject to U.S. federal withholding tax imposed by FATCA if such Lender were to fail to comply with the applicable reporting requirements of FATCA (including those contained in Section 1471(b) or 1472(b) of the Code, as applicable), such Lender shall deliver to the Borrower at the time or times prescribed by law and at such time or times reasonably requested by the Borrower such documentation prescribed by applicable law (including as prescribed by Section 1471(b)(3)(C)(i) of the Code) and such additional documentation reasonably requested by the Borrower as may be necessary for the Borrower to comply with its obligations under FATCA and to determine that such Lender has complied with such Lender’s obligations under FATCA or to determine the amount, if any, to deduct and withhold from such payment. Solely for purposes of clause (iv), “FATCA” shall include any amendments made to FATCA after the date of this Agreement.” “(f) Exclusions. No Loan Party shall be required to indemnify any Non-U.S. Lender, or to pay any additional amount to any Non-U.S. Lender, pursuant to Sections 2.16(a), (b) or (c) in respect of Taxes or Other Taxes to the extent that the obligation to indemnify or pay such additional amounts, would not have arisen but for the failure of such Non-U.S. Lender to comply with the provisions of Section 2.17(e).” (l) Sections 5.04(a), 5.04(c), 5.05 and 5.13 of the Existing Credit Agreement are hereby amended by
replacing references to “December 31, 2018” with “December 31, 2019”. (m) Section 9.05 of the Existing Credit Agreement is hereby amended by adding the following sentence to the end of the Section: “Notwithstanding anything to the contrary herein, the Administrative Agent and the Borrower may, without the consent of any Lender, enter into amendments or modifications to this Agreement or any of the other Loan Documents or to enter into additional Loan Documents as the Administrative Agent reasonably deems appropriate in order to implement any LIBOR Successor Rate or otherwise effectuate the terms of Section 2.14(b) in accordance with the terms of Section 2.14(b).” (n) Acknowledgment and Consent to Bail-in of EEA Financial Institutions. The Existing Credit Agreement is amended by inserting the following new Section 9.15 immediately following Section 9.14 of the Existing Credit Agreement: “Section 9.15. Acknowledgment and Consent to Bail-in of EEA Financial Institutions. Notwithstanding anything to the contrary in any Loan Document or in any other agreement, arrangement or understanding among any such parties, each party hereto acknowledges that any liability of any EEA Financial Institution arising under any Loan Document, to the extent such liability is unsecured, may be subject to the writedown and conversion powers of an EEA Resolution Authority and agrees and consents to, and acknowledges and agrees to be bound by: (a) the application of any Write-Down and Conversion Powers by an EEA Resolution Authority to any such liabilities arising hereunder which may be payable to it by any party hereto that is an EEA Financial Institution; and 7 Sixth Amendment to Revolving Credit Agreement

(b) the etfects of any Bail-in Action on any ruch lict>ility, including, if applica:>le:
(i) a roouction in full or in pai or caicellation of any such lict>il ity; (ii) a conversion of all,
or a portion of, such lia:>ility into shares or other instruments of ownership in such EEA
Financial Institution, its pa-ent undertal<ing, or a bridge institution that may be issuoo to it
or otherwise conferroo on it, and that such shares or other instruments of ownership will
be~too by it in lieu of any rights with r~ect to any such lict>ility under this Agreement
or any other Loan Document; or (iii) the variation of the terms of such lict>ility in
connection with the exa-cise of the write-down and conversion powers of any EEA
Resolution Authority."
(o)
Article IX of the Existing Crooit Agreement isamendoo by inserting the following
sections a the end thereof:
"Section 9.16. lnta-est Rae Limitation. Notwithstanding anything herein to the contrary,
if at any time the interest rate applica:>le to any Loan, together with all fees, charges and other
anounts which are treatoo as interest on such Loan under applica:>le laN (collectively the
" Charges"), shall exceed the maximum lawful rate (the " Maximum Rate" ) which may be contracted
for, cha-goo, tal<en, re::eivoo or reservoo by the Lenda- holding such Loan in accordance with
applica:>le laN, the rate of interest payct>le in r~ect of such Loan hereunder, togetha- with all
Cha-gespayct>lein respect thereof, shall belimitoo to the Maximum Rate and, to the extent lawful,
the i nta-est and Charges that would have been payct>I e in r~ect of such Loan but were not payct>I e
as a result of the operai on of this Section shal I be cumul aoo and the i nta-est and Charges payct>I e
to such L enda- in r~ect of other Loans or periods shal I be increased (but not cbove the Maxi mum
Rae tha-etor) until such cumulaoo anount, together with inta-est thereon at the Fooeral Funds
Rae to the date of repayment, shal I have been re::ei voo by such Lender.
Section 9.17. Severct>ility. Any provision of any Loan Document held to be inval id, il l~al
or unenforceoolein any juriooiction shall , asto suchjuriooiction, beinetfoctivetotheextent of such
invalidity, ill~ality or unenforceooility without affecting the validity, l~ality and enforceooility
of the remcining provisions thereof; and the invalidity of a paiicular provision in a paiicular
j uri ooi cti on shal I not inval idate such provision in any other j uri ooi cti on.
Section 9.18. Hea:linqs. Articleand Section hea:lingsand the Tct>leof Contents used herein
are for convenience of reference only, a-e not pai of this Agreement and shall not ctfect the
construction of, or betal<en into consideraion in inta-preting, this Agreement."
(p)
Appendix A to the Existing Crooit Agreement is amendoo and rE:placoo in its
entirety with Appendix A atachoo hereto.
ARTICLE Ill
CONDITIONS TO EFFECTIVENESS
This Amendment and theamendmentscontainoo herein shall become effective as of thedaehereof
when each of the conditions set forth in thisArtide Ill shall have been fulfilloo to the satisfaction of the
Admi ni strctive Agent.
SECTION 3.1. Counterpais. The Administrative Agent shall havere::eivoo counta-paishereof
exocutoo on behalf of the Borrower, the Guarantor and the each of the Lenda-s.
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(b) the effects of any Bail-in Action on any such liability, including, if applicable: (i) a reduction in full or in part or cancellation of any such liability; (ii) a conversion of all, or a portion of, such liability into shares or other instruments of ownership in such EEA Financial Institution, its parent undertaking, or a bridge institution that may be issued to it or otherwise conferred on it, and that such shares or other instruments of ownership will be accepted by it in lieu of any rights with respect to any such liability under this Agreement or any other Loan Document; or (iii) the variation of the terms of such liability in connection with the exercise of the write-down and conversion powers of any EEA Resolution Authority.” (o) Article IX of the Existing Credit Agreement is amended by inserting the following sections at the end thereof: “Section 9.16. Interest Rate Limitation. Notwithstanding anything herein to the contrary, if at any time the interest rate applicable to any Loan, together with all fees, charges and other amounts which are treated as interest on such Loan under applicable law (collectively the “Charges”), shall exceed the maximum lawful rate (the “Maximum Rate”) which may be contracted for, charged, taken, received or reserved by the Lender holding such Loan in accordance with applicable law, the rate of interest payable in respect of such Loan hereunder, together with all Charges payable in respect thereof, shall be limited to the Maximum Rate and, to the extent lawful, the interest and Charges that would have been payable in respect of such Loan but were not payable as a result of the operation of this Section shall be cumulated and the interest and Charges payable to such Lender in respect of other Loans or periods shall be increased (but not above the Maximum Rate therefor) until such cumulated amount, together with interest thereon at the Federal Funds Rate to the date of repayment, shall have been received by such Lender. Section 9.17.
Severability. Any provision of any Loan Document held to be invalid, illegal or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such invalidity, illegality or unenforceability without affecting the validity, legality and enforceability of the remaining provisions thereof; and the invalidity of a particular provision in a particular jurisdiction shall not invalidate such provision in any other jurisdiction. Section 9.18. Headings. Article and Section headings and the Table of Contents used herein are for convenience of reference only, are not part of this Agreement and shall not affect the construction of, or be taken into consideration in interpreting, this Agreement.” (p) Appendix A to the Existing Credit Agreement is amended and replaced in its entirety with Appendix A attached hereto. ARTICLE III CONDITIONS TO EFFECTIVENESS This Amendment and the amendments contained herein shall become effective as of the date hereof when each of the conditions set forth in this Article III shall have been fulfilled to the satisfaction of the Administrative Agent. SECTION 3.1. Counterparts. The Administrative Agent shall have received counterparts hereof executed on behalf of the Borrower, the Guarantor and the each of the Lenders. 8 Sixth Amendment to Revolving Credit Agreement

SECTION 3.2. Costs and Expenses, etc. The Administrative Agent shall have received for the
ocoount of ea::h Lender, all fees, costs and expenses due and payrolepursua,t to Section 9.03 of the Credit
Agreement, if then invoiced.
SECTION 3.3. Resolutions. etc. The Administrctive Agent shall have received from the
Borrower aid the Gua-aitor (i) a oopy of a good sta-iding certificae for such Loan Pa-ty, dated a date
reaoona::>Iy dose to the date heroof aid (i i) a certi ti cate, dcted as of the date hereof, of a Secretary or a,
Assista,t Secretary of ea::h Loan Paiy certifying (a) that attached thereto is a true, correct aid complete
oopy of (x) the artides or certificate of incorporation of such Loan Pa-ty certified by the Secretary of State
(or equivalent body) of the jurisdiction of incorporation of such Loan Pa-ty aid (y) the bylcms of such
Loa, Paiy, and (b) that attached thereto is a true, correct a,d COrll)Iete oopy of resolutions adopted by the
boa-d of directors of such Loan Paiy aithorizing the execution, delivery and performance of this
Amendment aid ea::h other document del ivered in connection herewith aid that such resolutions have not
bea, emended aid a-e in full force.
SECTION 3.4. Opinion of Counsel. The Administrative Agent shal l have received an opinion,
dcted the date hereof aid addressa::l to the Administrative Agent and all Lenders, from counsel to the
Borrower, in form and substance satisfactory to the Administrative Agent.
SECTION 3.5. Sctisfactory Looal Form. The Administrative Agent aid its counsel shall have
received all information, and such counterpart originals or such certified or other copies of such mcterials,
as the Administrative Agent or its counsel may reaoona::>ly request, and all legal mctters incident to the
effectiveness of this Amendment shall be satisfactory to the Administrative Agent and its counsel. All
documents executed or submitted pursuant hereto or in connection herewith shall bereaoona::>ly satisfactory
in form a,d substa,ceto theAdministrativeAgent a1d its counsel .
ARTICLE IV
MISCELLANEOUS
SECTION 4.1 . Cross-References. References in this Amendment to any Article or Section a-e,
unless otherwise ~edfied, to such Artide or Section of this Amendment.
SECTION 4.2. Loan Document Pursuant to Existing Credit Agreanent. This Amendment isa
Loan Document executed pursuant to the Existing Credit Agreement a,d shall (unlessotherwiseexpressly
indicated therein) be construed, administered and applied in ocoordance with all of the terms and
provisions of the Existing Credit Agreement, as amended hereby, including Article IX thereof.
SECTION 4.3. Successors aid Assigns. This Amendment shall be binding upon aid inure to the
benefit of the parties hereto and their r~ective sucoessors and assigns.
SECTION 4.4. Counterparts. This Amendment may be executed by the parties hereto in several
counterparts, ea::h of which when executed and delivered shall be an original and all of which shall
constitute together but one and the sa-ne agreement. Del ivery of an executed counterpart of a signature
page to this Amendment by facsimile shal l be effective as delivery of a manually executed counterpart of
this Amendment.
SECTION 4.5. Governing Law. THIS AMENDMENT WILL BE DEEMED TO BE A
CONTRACT MADE UNDER AND GOVERNED BY THE INTERNAL LAWS OF THE STATE OF
NEW YORK (INCLUDING FOR SUCH PURPOSE SECTIONS 5-1401 AND 5-1402 OF THE
GENERAL OBL IGATIONS LAW OF THE STATE OF NEW YORK).
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SECTION 3.2. Costs and Expenses, etc. The Administrative Agent shall have received for the account of each Lender, all fees, costs and expenses due and payable pursuant to Section 9.03 of the Credit Agreement, if then invoiced. SECTION 3.3. Resolutions, etc. The Administrative Agent shall have received from the Borrower and the Guarantor (i) a copy of a good standing certificate for such Loan Party, dated a date reasonably close to the date hereof and (ii) a certificate, dated as of the date hereof, of a Secretary or an Assistant Secretary of each Loan Party certifying (a) that attached thereto is a true, correct and complete copy of (x) the articles or certificate of incorporation of such Loan Party certified by the Secretary of State (or equivalent body) of the jurisdiction of incorporation of such Loan Party and (y) the bylaws of such Loan Party, and (b) that attached thereto is a true, correct and complete copy of resolutions adopted by the board of directors of such Loan Party authorizing the execution, delivery and performance of this Amendment and each other document delivered in connection herewith and that such resolutions have not been amended and are in full force. SECTION 3.4. Opinion of Counsel. The Administrative Agent shall have received an opinion, dated the date hereof and addressed to the Administrative Agent and all Lenders, from counsel to the Borrower, in form and substance satisfactory to the Administrative Agent. SECTION 3.5. Satisfactory Legal Form. The Administrative Agent and its counsel shall have received all information, and such counterpart originals or such certified or other copies of such materials, as the Administrative Agent or its counsel may reasonably request, and all legal matters incident to the effectiveness of this Amendment shall be satisfactory to the Administrative Agent and its counsel. All documents executed or submitted pursuant hereto or in connection herewith shall be reasonably satisfactory in form
and substance to the Administrative Agent and its counsel. ARTICLE IV MISCELLANEOUS SECTION 4.1. Cross-References. References in this Amendment to any Article or Section are, unless otherwise specified, to such Article or Section of this Amendment. SECTION 4.2. Loan Document Pursuant to Existing Credit Agreement. This Amendment is a Loan Document executed pursuant to the Existing Credit Agreement and shall (unless otherwise expressly indicated therein) be construed, administered and applied in accordance with all of the terms and provisions of the Existing Credit Agreement, as amended hereby, including Article IX thereof. SECTION 4.3. Successors and Assigns. This Amendment shall be binding upon and inure to the benefit of the parties hereto and their respective successors and assigns. SECTION 4.4. Counterparts. This Amendment may be executed by the parties hereto in several counterparts, each of which when executed and delivered shall be an original and all of which shall constitute together but one and the same agreement. Delivery of an executed counterpart of a signature page to this Amendment by facsimile shall be effective as delivery of a manually executed counterpart of this Amendment. SECTION 4.5. Governing Law. THIS AMENDMENT WILL BE DEEMED TO BE A CONTRACT MADE UNDER AND GOVERNED BY THE INTERNAL LAWS OF THE STATE OF NEW YORK (INCLUDING FOR SUCH PURPOSE SECTIONS 5-1401 AND 5-1402 OF THE GENERAL OBLIGATIONS LAW OF THE STATE OF NEW YORK). 9 Sixth Amendment to Revolving Credit Agreement

SECTION 4.6. Full Force a-id Effect; Limited Amendment. ExCE:4)t as expressly emended
hen:by, al I of the representations, wa-ra-iti es, terms, covena,ts, conditions a,d other provisions of the
Existing Credit Agreement a,d the Loa, Documents shall reman uncha,ged a,d shall continue to be, a,d
shal I rema n, in ful I force a,d effect in a::corda,ce with their re:pective terms. The cmendments set forth
herein shall be limited precisely as provided for herein to the provisions expressly emended herein a,d
shall not be deemed to be a, cmendment to, waver of, consent to or modification of a,y other term or
provision of the Existing Credit Agreement or a,y other Loa, Document or of a,y tra,sa::tion or further
or future cciion on the pert of a,y Obliger which would require the consent of the Lenders under the
Existing Credit Agreement or a,y of the Loa, Documents.
SECTION 4.7. Representations a,d Wa-ra,ties. In order to induce the Lenders to exocute a,d
deliver this Amendment, the Borrower a1d Gua-a,tor each hereby represents a,d wa-ra,ts to the Lenders,
on the date this Amendment becomes effective pursua,t to Artide 111 , tha both Wore a,d after giving
effect tothisAmendment, all representationsa,ciwa-ra,tiesset forth in ArtideV of the Credit Agreement
ere true a-id correct as of such date, exCE:4)t to the extent Iha a,y such statement expressly relates to a,
eerlier dae (in which case such statement was true a1d correct on a1d as of such eerlier date).

[Sgnature page fol lows]
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SECTION 4.6. Full Force and Effect; Limited Amendment. Except as expressly amended hereby, all of the representations, warranties, terms, covenants, conditions and other provisions of the Existing Credit Agreement and the Loan Documents shall remain unchanged and shall continue to be, and shall remain, in full force and effect in accordance with their respective terms. The amendments set forth herein shall be limited precisely as provided for herein to the provisions expressly amended herein and shall not be deemed to be an amendment to, waiver of, consent to or modification of any other term or provision of the Existing Credit Agreement or any other Loan Document or of any transaction or further or future action on the part of any Obligor which would require the consent of the Lenders under the Existing Credit Agreement or any of the Loan Documents. SECTION 4.7. Representations and Warranties. In order to induce the Lenders to execute and deliver this Amendment, the Borrower and Guarantor each hereby represents and warrants to the Lenders, on the date this Amendment becomes effective pursuant to Article III, that both before and after giving effect to this Amendment, all representations and warranties set forth in Article V of the Credit Agreement are true and correct as of such date, except to the extent that any such statement expressly relates to an earlier date (in which case such statement was true and correct on and as of such earlier date). [Signature page follows] 10 Sixth Amendment to Revolving Credit Agreement

IN WITNESS WHEREOF, the pa-ties hereto have exa::utoo a-ld daiveroo this Amendment as of the date
first roovewritten.

PA. CAPITAL FUNDING, INC., as the Borrower
By:

/s Ta:ld J. Henninger
Nane: Ta:ld J. Henninger
Title: Vice President and Treasurer

PA. CORPORA Tl ON, as the Gua-aitor

By:

Is Ta::ld J. Henninger
Nane: Ta:ld J. Henninger
Title: Vice President-Finaiceaid Treasurer

Sgnature Page to Sxth Anmdrrent to Revolving Credit Agreement

IN WITNESS WHEREOF, the parties hereto have executed and delivered this Amendment as of the date first above written. PPL CAPITAL FUNDING, INC., as the Borrower By:___/s/ Tadd J. Henninger_____ Name: Tadd J. Henninger Title: Vice President and Treasurer PPL CORPORATION, as the Guarantor By:___/s/ Tadd J. Henninger_____ Name: Tadd J. Henninger Title: Vice President-Finance and Treasurer Signature Page to Sixth Amendment to Revolving Credit Agreement

THE BANK OF NOVA SCOTIA, a:;theAdministrciive
Agent a1d a:ialender

By:

/s/ David DewaNane: David DewaTitle: Diroctor

Sgnature Page to Sxth Arrendrrent to Revolving Credit Agreerrent

THE BANK OF NOVA SCOTIA, as the Administrative Agent and as a Lender By:___/s/ David Dewar________ Name: David Dewar Title: Director Signature Page to Sixth Amendment to Revolving Credit Agreement

Appendix A

COMM IJM ENJS
Lender

Commitment

Applicable Percentage

The Baik of Nova Scotia

$ 50,000,000.00

100.000000000%

Total

$ 50,000,000.00

100.000000000%

Appendix A- Sxth Arrendrrent to Revolving Credit Agreerrent

Appendix A COMMITMENTS Lender Commitment Applicable Percentage The Bank of Nova Scotia $ 50,000,000.00 100.000000000% Total $ 50,000,000.00 100.000000000% Appendix A - Sixth Amendment to Revolving Credit Agreement

EXHIBIT D-1
FORM OF
U.S. TAX COMPLIANCE CERTIFICATE
(For Non-U.S. Lenders That Are Not Pa-tnerships For U.S. Federa Income Tax Purp09:3S)

Raerenceisher€by ma:letotheRevolving Credit Agreement daed asof [ ] (as emended,
supplemented or otherwise modified from time to time, the " Revolving Credit Agreement"), among PPL
Ccpita Funding, Inc., as the Borrower, PPL Corporation, as the Gua-antor, and the Bank of Nova Scotia,
as the Lender, and other eoch lender from time to time party thereto.
Pursuant to the provisions of Section 2.17 of the Revolving Credit Agreement, the
undersigned her€by certifies that (i) it is the sole record and benaicia owner of the Loan(s) (as well as any
Note(s) evidencing such Loai(s)) in respect of which it is providing this certificate, (ii) it is not a " bank"
within the meEr1ing of Section 881(c)(3}{A ) of the Code, (iii) it is not a " ten percent shareholder" of the
Borrower within the mea,ing of Section 871(h)(3)(B) of the Code aid (iv) it is not a " controlled foreign
corporation" related to the Borrower as described in Section 881(c)(3)(C) of the Code.
The undersigned has f urni shoo the Borrower with a certi fi cae of its non-U .S. Person status
on I RS Form W-8BEN or I RS Form W-8B EN-E. By executing this certificate, the undersigned agrees tha
(1) if the information provided in this certificate changes, the undersigned shal promptly so inform the
Borrower. aid (2) the undersigned sha I have at a I ti mes f urni shoo the Borrower with a properIy comp!eted
and currently effective certificate in either the caenda- yea- in which eoch payment is to be ma:le to the
undersigned, or in either of the two ca enda- yea-s preceding such payments.
Unless otherwise defined herein, terms defined in the Revolving Credit Agreement and
use:! herein sha I have the meErli ngs given to them in the Revolving Credit Agreement.
[NAME OF LENDER]

By:_ _ _ _ _ _ _ _ _ __
Nane:
Title:
Date: _ _ _ _. 20( ]

EXHIBIT D-1 FORM OF U.S. TAX COMPLIANCE CERTIFICATE (For Non-U.S. Lenders That Are Not Partnerships For U.S. Federal Income Tax Purposes) Reference is hereby made to the Revolving Credit Agreement dated as of [ ] (as amended, supplemented or otherwise modified from time to time, the “Revolving Credit Agreement”), among PPL Capital Funding, Inc., as the Borrower, PPL Corporation, as the Guarantor, and the Bank of Nova Scotia, as the Lender, and other each lender from time to time party thereto. Pursuant to the provisions of Section 2.17 of the Revolving Credit Agreement, the undersigned hereby certifies that (i) it is the sole record and beneficial owner of the Loan(s) (as well as any Note(s) evidencing such Loan(s)) in respect of which it is providing this certificate, (ii) it is not a “bank” within the meaning of Section 881(c)(3)(A) of the Code, (iii) it is not a “ten percent shareholder” of the Borrower within the meaning of Section 871(h)(3)(B) of the Code and (iv) it is not a “controlled foreign corporation” related to the Borrower as described in Section 881(c)(3)(C) of the Code. The undersigned has furnished the Borrower with a certificate of its non-U.S. Person status on IRS Form W-8BEN or IRS Form W-8BEN-E. By executing this certificate, the undersigned agrees that (1) if the information provided in this certificate changes, the undersigned shall promptly so inform the Borrower, and (2) the undersigned shall have at all times furnished the Borrower with a properly completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in either of the two calendar years preceding such payments. Unless otherwise defined herein, terms defined in the Revolving Credit Agreement and used herein shall have the meanings given to them in the Revolving Credit Agreement. [NAME OF LENDER] By:_________________________________ Name: Title: Date:
________ __, 20[ ]

EXHIBIT D-2
FORM OF
U.S. TAX COMPLIANCE CERTIFICATE
(For Non-U .S. Lenders That Are Patnerships For U.S. Federa Income Tax Purposes)
Raera,ceishereby ma:1etotheRe.1olving Credit Agreement daed asof [ ] (asanended,
supplemented or otherwise modified from time to time, the "Re.1olving Credit Agreement"), among PPL
Ccpita Funding, Inc., as the Borrower, PPL Corporation, as the Gua-antor, and the Bank of Nova Scotia,
as the Lender, and other eoch lender from time to time party thereto.
Pursuant to the provisions of Section 2.17 of the Re.1olving Credit Agreement, the
undersigned hereby certifies that (i) it is the oole rocord owner of the Loai(s) (as wel l as any Note(s)
eJidencing such Loai(s)) in r~ect of which it is providing this certificate, (ii) its direct or indirect
partners/members a-e the role beneficia owners of such Loai(s) (as well as any Note(s) e.1idencing such
Loai(s)), (iii) with r~ect to theexta,sion of credit pursuant to this Re.1olving Credit Agreement or any
other Loan Document, neither the undersigned nor any of its direct or indi.rect partners/members is a " bank"
extending credit pursuant to a loa, agreement entered into in the ordinary course of its tra:1e or business
within themeaiing of Section 881(c)(3)(A) of the Code, (iv) none of its direct or indirect partnerslmembers
is a "ten percent shareholder" of the Borrower within the meaning of Section 871 (h}(3)(B) of the Code a,d
(v) none of its direct or indirect partners/members is a "controlled foreign corporation" related to the
Borrower as described in Section 881(c)(3)(C) of the Code.
The undersigned has furnished the Borrower with I RS Form W-8I MY a::con'l)ani ed by one
of the following forms from eoch of itspartnerslmembers that is claiming the portfolio interest exerll)tion:
(i) an IRS Form W-8BEN or IRS Form W-8BEN-E or (ii) an IRS Form W-8IMY a::companied by an IRS
Form W-8BEN or IRS Form W-8BEN-E from each of such partner's/ member's beneficial owners that is
claiming the portfol io interest exerll)tion. By executing this certificate, the undersigned agrees that (1) if
the information provided in this certificate changes, the undersigned sha l promptly oo inform the Borrower,
and (2) the undersigned shal ha1e at al times furnished the Borrower with a properly corrpleted and
currently effective certificate in either the caenda- yexr in which eoch payment is to be ma:1e to the
undersigned, or in either of the two caenda- yexrs proo,di ng such payments.
Unless otherwise defined herein, terms defined in the Re.1olving Credit Agreement a,d
used herein shal have the me01ingsgiva, to them in the Re.1olving Credit Agreema,t.
[NAME OF LENDER]

By:_ _ _ _ _ _ _ _ _ _ __
Nane:
Title:
Dcte: _ __

, 20(

l

EXHIBIT D-2 FORM OF U.S. TAX COMPLIANCE CERTIFICATE (For Non-U.S. Lenders That Are Partnerships For U.S. Federal Income Tax Purposes) Reference is hereby made to the Revolving Credit Agreement dated as of [ ] (as amended, supplemented or otherwise modified from time to time, the “Revolving Credit Agreement”), among PPL Capital Funding, Inc., as the Borrower, PPL Corporation, as the Guarantor, and the Bank of Nova Scotia, as the Lender, and other each lender from time to time party thereto. Pursuant to the provisions of Section 2.17 of the Revolving Credit Agreement, the undersigned hereby certifies that (i) it is the sole record owner of the Loan(s) (as well as any Note(s) evidencing such Loan(s)) in respect of which it is providing this certificate, (ii) its direct or indirect partners/members are the sole beneficial owners of such Loan(s) (as well as any Note(s) evidencing such Loan(s)), (iii) with respect to the extension of credit pursuant to this Revolving Credit Agreement or any other Loan Document, neither the undersigned nor any of its direct or indirect partners/members is a “bank” extending credit pursuant to a loan agreement entered into in the ordinary course of its trade or business within the meaning of Section 881(c)(3)(A) of the Code, (iv) none of its direct or indirect partners/members is a “ten percent shareholder” of the Borrower within the meaning of Section 871(h)(3)(B) of the Code and (v) none of its direct or indirect partners/members is a “controlled foreign corporation” related to the Borrower as described in Section 881(c)(3)(C) of the Code. The undersigned has furnished the Borrower with IRS Form W-8IMY accompanied by one of the following forms from each of its partners/members that is claiming the portfolio interest exemption: (i) an IRS Form W-8BEN or IRS Form W-8BEN-E or (ii) an IRS Form W-8IMY accompanied by an IRS Form W-8BEN or IRS Form W-8BEN-E from each of such
partner’s/member’s beneficial owners that is claiming the portfolio interest exemption. By executing this certificate, the undersigned agrees that (1) if the information provided in this certificate changes, the undersigned shall promptly so inform the Borrower, and (2) the undersigned shall have at all times furnished the Borrower with a properly completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in either of the two calendar years preceding such payments. Unless otherwise defined herein, terms defined in the Revolving Credit Agreement and used herein shall have the meanings given to them in the Revolving Credit Agreement. [NAME OF LENDER] By:_________________________________ Name: Title: Date: ________ __, 20[ ]

Exhibit 31(a)
CERTIFICATION
I, WILLIAM H. SPENCE, certify that:
1.

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

2.

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

3.

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

4.

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

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: May 8, 2020

/s/ William H. Spence
William H. Spence
Chairman and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation

Exhibit 31(b)
CERTIFICATION
I, JOSEPH P. BERGSTEIN, JR., certify that:
1.

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

2.

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

3.

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

4.

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

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: May 8, 2020

/s/ Joseph P. Bergstein, Jr.
Joseph P. Bergstein, Jr.
Senior Vice President and Chief Financial Officer
(Principal Financial Officer)
PPL Corporation

Exhibit 31(c)
CERTIFICATION
I, GREGORY N. DUDKIN, certify that:
1.

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

2.

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

3.

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

4.

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

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: May 8, 2020

/s/ Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation

Exhibit 31(d)
CERTIFICATION
I, STEPHEN K. BREININGER, certify that:
1.

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

2.

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

3.

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

4.

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

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: May 8, 2020

/s/ Stephen K. Breininger
Stephen K. Breininger
Vice President-Finance and Regulatory Affairs and Controller
(Principal Financial Officer)
PPL Electric Utilities Corporation

Exhibit 31(e)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "registrant");

2.

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

3.

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

4.

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

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: May 8, 2020

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC

Exhibit 31(f)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "registrant");

2.

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

3.

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

4.

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

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: May 8, 2020

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
LG&E and KU Energy LLC

Exhibit 31(g)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "registrant");

2.

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

3.

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

4.

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

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: May 8, 2020

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Louisville Gas and Electric Company

Exhibit 31(h)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "registrant");

2.

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

3.

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

4.

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

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: May 8, 2020

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Louisville Gas and Electric Company

Exhibit 31(i)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Kentucky Utilities Company (the "registrant");

2.

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

3.

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

4.

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

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: May 8, 2020

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company

Exhibit 31(j)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Kentucky Utilities Company (the "registrant");

2.

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

3.

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

4.

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

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: May 8, 2020

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Kentucky Utilities Company

Exhibit 32(a)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL CORPORATION'S FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2020
In connection with the quarterly report on Form 10-Q of PPL Corporation (the "Company") for the quarter ended March 31, 2020, as filed with the Securities and Exchange Commission on
the date hereof (the "Covered Report"), we, William H. Spence, the Principal Executive Officer of the Company, and Joseph P. Bergstein, Jr., the Principal Financial Officer of the Company, pursuant
to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: May 8, 2020

/s/ William H. Spence
William H. Spence
Chairman and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation
/s/ Joseph P. Bergstein, Jr.
Joseph P. Bergstein, Jr.
Senior Vice President and Chief Financial Officer
(Principal Financial Officer)
PPL Corporation

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange
Commission or its staff upon request.

Exhibit 32(b)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL ELECTRIC UTILITIES CORPORATION'S FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2020
In connection with the quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "Company") for the quarter ended March 31, 2020, as filed with the Securities and Exchange
Commission on the date hereof (the "Covered Report"), we, Gregory N. Dudkin, the Principal Executive Officer of the Company, and Stephen K. Breininger, the Principal Financial Officer of the
Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: May 8, 2020

/s/ Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation
/s/ Stephen K. Breininger
Stephen K. Breininger
Vice President-Finance and Regulatory Affairs and Controller
(Principal Financial Officer)
PPL Electric Utilities Corporation

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange
Commission or its staff upon request.

Exhibit 32(c)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LG&E AND KU ENERGY LLC'S FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2020
In connection with the quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "Company") for the quarter ended March 31, 2020, as filed with the Securities and Exchange
Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive Officer of the Company, and Kent W. Blake, the Principal Financial Officer of the Company,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
Date: May 8, 2020

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC
/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
LG&E and KU Energy LLC

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange
Commission or its staff upon request.

Exhibit 32(d)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LOUISVILLE GAS AND ELECTRIC COMPANY'S FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2020
In connection with the quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "Company") for the quarter ended March 31, 2020, as filed with the Securities and
Exchange Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive Officer of the Company, and Kent W. Blake, the Principal Financial Officer of the
Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
Date: May 8, 2020

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Louisville Gas and Electric Company
/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Louisville Gas and Electric Company

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange
Commission or its staff upon request.

Exhibit 32(e)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR KENTUCKY UTILITIES COMPANY'S FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2020
In connection with the quarterly report on Form 10-Q of Kentucky Utilities Company (the "Company") for the quarter ended March 31, 2020, as filed with the Securities and Exchange
Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive Officer of the Company, and Kent W. Blake, the Principal Financial Officer of the Company,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
Date: May 8, 2020

/s/ Paul W. Thompson
Paul W. Thompson
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company
/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Kentucky Utilities Company

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange
Commission or its staff upon request.
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under any of the following provisions:
☐
☐
☐
☐

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Securities registered pursuant to Section 12(b) of the Act:
Title of each class
Common Stock of PPL Corporation

Trading Symbol:
PPL

Name of each exchange on which registered
New York Stock Exchange

Junior Subordinated Notes of PPL Capital Funding,
Inc.
2007 Series A due 2067
2013 Series B due 2073

PPL/67
PPX

New York Stock Exchange
New York Stock Exchange

Indicate by a check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of
1933 (§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).
☐ PPL Corporation
☐ PPL Electric Utilities Corporation
☐ LG&E and KU Energy LLC
☐ Louisville Gas and Electric Company
☐ Kentucky Utilities Company
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.
☐ PPL Corporation
☐ PPL Electric Utilities Corporation
☐ LG&E and KU Energy LLC
☐ Louisville Gas and Electric Company
☐ Kentucky Utilities Company

Section 7 - Regulation FD
Item 7.01 Regulation FD Disclosure
In recent weeks, the continued spread of the novel Coronavirus ("COVID-19") has led to global economic disruption and
volatility in financial markets. PPL Corporation ("PPL") and its subsidiaries are taking steps to mitigate the potential risks to our
customers, suppliers and employees posed by the spread of COVID-19. We have implemented our company-wide pandemic plan,
which guides the emergency response, business continuity and precautionary measures we are taking to continue to provide
uninterrupted service to our customers and to support our operational needs, including those of a significant remote workforce.
We continue to monitor developments affecting both our workforce and our customers, and we will take additional precautions
that we determine are necessary in order to mitigate the impacts.
This is a rapidly evolving situation that could lead to extended disruption of economic activity in our markets, which could
adversely affect our business. Given the uncertain scope and duration of the COVID-19 outbreak and its potential effects on our
business, we currently cannot predict if there will be a material impact to our financial position, results of operations or cash
flows.
As provided in General Instruction B.2 of Form 8-K, the information contained in this Item 7.01 of this Form 8-K shall not be
deemed to be "filed" for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, nor shall any such
information be deemed to be incorporated by reference in any filing under the Securities Act of 1933, as amended, except as shall
be expressly set forth by specific reference in such a filing.
Section 8 - Other Events
Item 8.01. Other Events
As a result of the global outbreak of COVID-19, PPL is updating its risk factor disclosure contained in its Securities and
Exchange Commission filings as follows:
The outbreak of the Coronavirus (COVID-19) and resultant impact on business and economic conditions could negatively
affect our business.
The outbreak of COVID-19 has led to global economic disruption and volatility in the financial markets. The continued spread of
COVID-19 and efforts to contain the virus, such as quarantines, reduced operations or extended closures of businesses,
governmental agencies and other institutions, could cause further economic disruption, which could adversely affect customer
demand, impact our employees, cause us to experience an increase in certain costs, delayed payments or uncollectable accounts
or cause other unpredictable events, each of which could adversely affect our business, results of operations or financial
condition.

SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, each Registrant has duly caused this report to be signed on
its behalf by the undersigned hereunto duly authorized.
PPL CORPORATION
By:

/s/ Marlene C. Beers
Marlene C. Beers
Vice President and Controller

PPL ELECTRIC UTILITIES CORPORATION
By:

/s/ Stephen K. Breininger
Stephen K. Breininger
Vice President-Finance and Regulatory
Affairs and Controller

LG&E AND KU ENERGY LLC
By:

/s/ Daniel K. Arbough
Daniel K. Arbough
Treasurer

LOUISVILLE GAS AND ELECTRIC COMPANY
By:

/s/ Daniel K. Arbough
Daniel K. Arbough
Treasurer

KENTUCKY UTILITIES COMPANY
By:

Dated: March 31, 2020

/s/ Daniel K. Arbough
Daniel K. Arbough
Treasurer
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q
☒

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 for the quarterly period ended June 30, 2020
OR

☐

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

Commission File
Number

Registrant; State of Incorporation;
Address and Telephone Number

IRS Employer
Identification No.

1-11459

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

23-2758192

1-905

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

23-0959590

333-173665

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

20-0523163

1-2893

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

61-0264150

1-3464

Kentucky Utilities Company
(Exact name of Registrant as specified in its charter)
(Kentucky and Virginia)
One Quality Street
Lexington, KY 40507-1462
(502) 627-2000

61-0247570
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Securities registered pursuant to Section 12(b) of the Act:
Title of each class

Trading Symbol:

Name of each exchange on which registered

Common Stock of PPL Corporation

PPL

New York Stock Exchange

2007 Series A due 2067

PPL/67

New York Stock Exchange

2013 Series B due 2073

PPX

New York Stock Exchange

Junior Subordinated Notes of PPL Capital Funding, Inc.

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

Yes

☒

No

☐

PPL Electric Utilities Corporation

Yes

☒

No

☐

LG&E and KU Energy LLC

Yes

☒

No

☐

Louisville Gas and Electric Company

Yes

☒

No

☐

Kentucky Utilities Company

Yes

☒

No

☐

Indicate by check mark whether the registrants have submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter)
during the preceding 12 months (or for such shorter period that the registrants were required to submit such files).
PPL Corporation

Yes

☒

No

☐

PPL Electric Utilities Corporation

Yes

☒

No

☐

LG&E and KU Energy LLC

Yes

☒

No

☐

Louisville Gas and Electric Company

Yes

☒

No

☐

Kentucky Utilities Company

Yes

☒

No

☐

Indicate by check mark whether the registrants are large accelerated filers, accelerated filers, non-accelerated filers, smaller reporting companies or emerging growth companies. See the definitions of
"large accelerated filer," "accelerated filer," "smaller reporting company" and "emerging growth company" in Rule 12b-2 of the Exchange Act.
Large accelerated
filer

Accelerated
filer

Non-accelerated
filer

Smaller reporting
company

Emerging growth
company

☒
☐

☐

☐

☐

☐

PPL Electric Utilities Corporation

☐

☒

☐

☐

LG&E and KU Energy LLC

☐

☐

☒

☐

☐

Louisville Gas and Electric Company

☐

☐

☒

☐

☐

Kentucky Utilities Company

☐

☐

☒

☐

☐

PPL Corporation

If emerging growth companies, indicate by check mark if the registrants have elected not to use the extended transition period for complying with any new or revised financial accounting standards
provided pursuant to Section 13(a) of the Exchange Act.
PPL Corporation

☐

PPL Electric Utilities Corporation

☐

LG&E and KU Energy LLC

☐

Louisville Gas and Electric Company

☐

Kentucky Utilities Company

☐

Indicate by check mark whether the registrants are shell companies (as defined in Rule 12b-2 of the Exchange Act).
PPL Corporation

Yes

☐

No

☒

PPL Electric Utilities Corporation

Yes

☐

No

☒

LG&E and KU Energy LLC

Yes

☐

No

☒

Louisville Gas and Electric Company

Yes

☐

No

☒

Kentucky Utilities Company

Yes

☐

No

☒
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Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of the latest practicable date.
PPL Corporation Common stock, $0.01 par value, 768,783,540 shares outstanding at July 31, 2020.
PPL Electric Utilities Corporation Common stock, no par value, 66,368,056 shares outstanding and all held by PPL Corporation at July 31, 2020.
LG&E and KU Energy LLC PPL Corporation directly holds all of the membership interests in LG&E and KU Energy LLC.
Louisville Gas and Electric Company Common stock, no par value, 21,294,223 shares outstanding and all held by LG&E and KU Energy LLC at July 31, 2020.
Kentucky Utilities Company Common stock, no par value, 37,817,878 shares outstanding and all held by LG&E and KU Energy LLC at July 31, 2020.
This document is available free of charge at the Investors section of PPL Corporation's website at www.pplweb.com. However, other information on this website does not constitute a part
of this Form 10-Q.
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This combined Form 10-Q is separately filed by the following Registrants in their individual capacity: PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville
Gas and Electric Company and Kentucky Utilities Company. Information contained herein relating to any individual Registrant is filed by such Registrant solely on its own behalf, and no Registrant
makes any representation as to information relating to any other Registrant, except that information under "Forward-Looking Information" relating to subsidiaries of PPL Corporation is also
attributed to PPL Corporation and information relating to the subsidiaries of LG&E and KU Energy LLC is also attributed to LG&E and KU Energy LLC.
Unless otherwise specified, references in this Report, individually, to PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and
Kentucky Utilities Company are references to such entities directly or to one or more of their subsidiaries, as the case may be, the financial results of which subsidiaries are consolidated into such
Registrants' financial statements in accordance with GAAP. This presentation has been applied where identification of particular subsidiaries is not material to the matter being disclosed, and to
conform narrative disclosures to the presentation of financial information on a consolidated basis.
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GLOSSARY OF TERMS AND ABBREVIATIONS
PPL Corporation and its subsidiaries
KU - Kentucky Utilities Company, a public utility subsidiary of LKE engaged in the regulated generation, transmission, distribution and sale of electricity, primarily in Kentucky.
LG&E - Louisville Gas and Electric Company, a public utility subsidiary of LKE engaged in the regulated generation, transmission, distribution and sale of electricity and the distribution and sale of
natural gas in Kentucky.
LKE - LG&E and KU Energy LLC, a subsidiary of PPL and the parent of LG&E, KU and other subsidiaries.
LKS - LG&E and KU Services Company, a subsidiary of LKE that provides administrative, management, and support services primarily to LKE and its subsidiaries.
PPL - PPL Corporation, the parent holding company of PPL Electric, PPL Energy Funding, PPL Capital Funding, LKE and other subsidiaries.
PPL Capital Funding - PPL Capital Funding, Inc., a financing subsidiary of PPL that provides financing for the operations of PPL and certain subsidiaries. Debt issued by PPL Capital Funding is
guaranteed as to payment by PPL.
PPL Electric - PPL Electric Utilities Corporation, a public utility subsidiary of PPL engaged in the regulated transmission and distribution of electricity in its Pennsylvania service area and that
provides electricity supply to its retail customers in this area as a PLR.
PPL Energy Funding - PPL Energy Funding Corporation, a subsidiary of PPL and the parent holding company of PPL Global and other subsidiaries.
PPL EU Services - PPL EU Services Corporation, a subsidiary of PPL that provides administrative, management and support services primarily to PPL Electric.
PPL Global - PPL Global, LLC, a subsidiary of PPL Energy Funding that, primarily through its subsidiaries, owns and operates WPD, PPL's regulated electricity distribution businesses in the U.K.
PPL Services - PPL Services Corporation, a subsidiary of PPL that provides administrative, management and support services to PPL and its subsidiaries.
PPL WPD Limited - an indirect U.K. subsidiary of PPL Global. Following reorganizations in October 2015 and October 2017, PPL WPD Limited is an indirect parent to WPD plc having
previously been a sister company.
Safari Energy - Safari Energy, LLC, an indirect subsidiary of PPL, acquired in June 2018, that provides solar energy solutions for commercial customers in the U.S.
WPD - refers to PPL WPD Limited and its subsidiaries.
WPD (East Midlands) - Western Power Distribution (East Midlands) plc, a British regional electricity distribution utility company.
WPD plc - Western Power Distribution plc, an indirect U.K. subsidiary of PPL WPD Limited. Its principal indirectly owned subsidiaries are WPD (East Midlands), WPD (South Wales), WPD
(South West) and WPD (West Midlands).
WPD (South Wales) - Western Power Distribution (South Wales) plc, a British regional electricity distribution utility company.
WPD (South West) - Western Power Distribution (South West) plc, a British regional electricity distribution utility company.
WPD (West Midlands) - Western Power Distribution (West Midlands) plc, a British regional electricity distribution utility company.
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WKE - Western Kentucky Energy Corp., a subsidiary of LKE that leased certain non-regulated utility generating plants in western Kentucky until July 2009.
Other terms and abbreviations

£ - British pound sterling.
2019 Form 10-K - Annual Report to the SEC on Form 10-K for the year ended December 31, 2019.
Act 11 - Act 11 of 2012 that became effective on April 16, 2012. The Pennsylvania legislation authorized the PUC to approve two specific ratemaking mechanisms: the use of a fully projected future
test year in base rate proceedings and, subject to certain conditions, a DSIC.
Act 129 - Act 129 of 2008 that became effective in October 2008. The law amended the Pennsylvania Public Utility Code and created an energy efficiency and conservation program and smart
metering technology requirements, adopted new PLR electricity supply procurement rules, provided remedies for market misconduct and changed the Alternative Energy Portfolio Standard (AEPS).
Act 129 Smart Meter program - PPL Electric's system wide meter replacement program that installs wireless digital meters that provide secure communication between PPL Electric and the
meter as well as all related infrastructure.
Adjusted Gross Margins - a non-GAAP financial measure of performance used in "Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations"
(MD&A).
AFUDC - allowance for funds used during construction. The cost of equity and debt funds used to finance construction projects of regulated businesses, which is capitalized as part of construction
costs.
AOCI - accumulated other comprehensive income or loss.
ARO - asset retirement obligation.
ATM Program - at-the-market stock offering program.
CCR(s) - coal combustion residual(s). CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes.
Clean Air Act - federal legislation enacted to address certain environmental issues related to air emissions, including acid rain, ozone and toxic air emissions.
Clean Water Act - federal legislation enacted to address certain environmental issues relating to water quality including effluent discharges, cooling water intake, and dredge and fill activities.
COVID-19 - the disease caused by the novel coronavirus identified in 2019 that has caused a global pandemic in 2020.
CPCN - Certificate of Public Convenience and Necessity. Authority granted by the KPSC pursuant to Kentucky Revised Statute 278.020 to provide utility service to or for the public or the
construction of certain plant, equipment, property or facility for furnishing of utility service to the public.
CPI - consumer price index, a measure of inflation in the U.K. published monthly by the Office for National Statistics.
CPIH - consumer price index including owner-occupiers' housing costs. An aggregate measure of changes in the cost of living in the U.K., including a measure of owner-occupiers' housing costs.
Customer Choice Act - the Pennsylvania Electricity Generation Customer Choice and Competition Act, legislation enacted to restructure the state's electric utility industry to create retail access to
a competitive market for generation of electricity.
DNO - Distribution Network Operator in the U.K.
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DRIP - PPL Amended and Restated Dividend Reinvestment and Direct Stock Purchase Plan.
DSIC - Distribution System Improvement Charge. Authorized under Act 11, which is an alternative ratemaking mechanism providing more-timely cost recovery of qualifying distribution system
capital expenditures.
DSM - Demand Side Management. Pursuant to Kentucky Revised Statute 278.285, the KPSC may determine the reasonableness of DSM programs proposed by any utility under its jurisdiction.
DSM programs consist of energy efficiency programs intended to reduce peak demand and delay the investment in additional power plant construction, provide customers with tools and information
regarding their energy usage and support energy efficiency.
DSO - Distribution System Operation in the U.K. is the effective delivery of a range of functions and services that need to happen to run an advanced electricity distribution network. These functions
cover long-term network planning; operations, real-time processes and planning, and markets and settlement. This does not focus on a single party as an operator; but recognizes roles for a range of
parties to deliver DSO.
DSP - Default Service Provider.
Earnings from Ongoing Operations - a non-GAAP financial measure of earnings adjusted for the impact of special items and used in "Item 2. Combined Management's Discussion and Analysis
of Financial Condition and Results of Operations" (MD&A).
ECR - Environmental Cost Recovery. Pursuant to Kentucky Revised Statute 278.183, Kentucky electric utilities are entitled to the current recovery of costs of complying with the Clean Air Act, as
amended, and those federal, state or local environmental requirements that apply to coal combustion wastes and byproducts from the production of energy from coal.
ELG(s) - Effluent Limitation Guidelines, regulations promulgated by the EPA.
EPA - Environmental Protection Agency, a U.S. government agency.
EPS - earnings per share.
FERC - Federal Energy Regulatory Commission, the U.S. federal agency that regulates, among other things, interstate transmission and wholesale sales of electricity, hydroelectric power projects
and related matters.
GAAP - Generally Accepted Accounting Principles in the U.S.
GBP - British pound sterling.
GHG(s) - greenhouse gas(es).
GLT - gas line tracker. The KPSC approved mechanism for LG&E's recovery of costs associated with gas transmission lines, gas service lines, gas risers, leak mitigation, and gas main replacements.
IRS - Internal Revenue Service, a U.S. government agency.
KPSC - Kentucky Public Service Commission, the state agency that has jurisdiction over the regulation of rates and service of utilities in Kentucky.
LIBOR - London Interbank Offered Rate.
Moody's - Moody's Investors Service, Inc., a credit rating agency.
MW - megawatt, one thousand kilowatts.
NERC - North American Electric Reliability Corporation.
NPNS - the normal purchases and normal sales exception as permitted by derivative accounting rules. Derivatives that qualify for this exception may receive accrual accounting treatment.
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OCI - other comprehensive income or loss.
Ofgem - Office of Gas and Electricity Markets, the British agency that regulates transmission, distribution and wholesale sales of electricity and gas and related matters.
OVEC - Ohio Valley Electric Corporation, located in Piketon, Ohio, an entity in which LKE indirectly owns an 8.13% interest (consists of LG&E's 5.63% and KU's 2.50% interests), which is
recorded at cost. OVEC owns and operates two coal-fired power plants, the Kyger Creek plant in Ohio and the Clifty Creek plant in Indiana, with combined capacities of 2,120 MW.
PLR - Provider of Last Resort, the role of PPL Electric in providing default electricity supply within its delivery area to retail customers who have not chosen to select an alternative electricity
supplier under the Customer Choice Act.
PP&E - property, plant and equipment.
PPL EnergyPlus - prior to the June 1, 2015 spinoff, PPL Energy Supply, LLC, PPL EnergyPlus, LLC, a subsidiary of PPL Energy Supply that marketed and traded wholesale and retail electricity
and gas and supplied energy and energy services in competitive markets.
PPL Energy Supply - prior to the June 1, 2015 spinoff, PPL Energy Supply, LLC, a subsidiary of PPL Energy Funding and the indirect parent company of PPL Montana, LLC.
PPL Montana - prior to the June 1, 2015 spinoff of PPL Energy Supply, PPL Montana, LLC, an indirect subsidiary of PPL Energy Supply that generated electricity for wholesale sales in Montana
and the Pacific Northwest.
PUC - Pennsylvania Public Utility Commission, the state agency that regulates certain ratemaking, services, accounting and operations of Pennsylvania utilities.
RAV - regulatory asset value. This term, used within the U.K. regulatory environment, is also commonly known as RAB or regulatory asset base. RAV is based on historical investment costs at time
of privatization, plus subsequent allowed additions less annual regulatory depreciation, and represents the value on which DNOs earn a return in accordance with the regulatory cost of capital. RAV is
indexed to Retail Price Index (RPI) in order to allow for the effects of inflation. RAV additions have been and continue to be based on a percentage of annual total expenditures that have a long-term
benefit to WPD (similar to capital projects for the U.S. regulated businesses that are generally included in rate base).
RCRA - Resource Conservation and Recovery Act of 1976.
Registrant(s) - refers to the Registrants named on the cover of this Report (each a "Registrant" and collectively, the "Registrants").
Regulation S-X - SEC regulation governing the form and content of and requirements for financial statements required to be filed pursuant to the federal securities laws.
RIIO - Ofgem's framework for setting U.K. regulated gas and electric utility price controls which stands for "Revenues = Incentive + Innovation + Outputs." RIIO-1 refers to the first generation of
price controls under the RIIO framework. RIIO-ED1 refers to the RIIO regulatory price control applicable to the operators of U.K. electricity distribution networks, the duration of which is April
2015 through March 2023. RIIO-2 refers to the second generation of price controls under the RIIO framework. RIIO-ED2 refers to the second generation of the RIIO regulatory price control
applicable to the operators of U.K. electricity distribution networks, which will begin in April 2023.
Riverstone - Riverstone Holdings LLC, a Delaware limited liability company and, as of December 6, 2016, ultimate parent company of the entities that own the competitive power generation
business contributed to Talen Energy.
RPI - retail price index, is a measure of inflation in the United Kingdom published monthly by the Office for National Statistics.
Sarbanes-Oxley - Sarbanes-Oxley Act of 2002, which sets requirements for management's assessment of internal controls for financial reporting. It also requires an independent auditor to make its
own assessment.
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Scrubber - an air pollution control device that can remove particulates and/or gases (primarily sulfur dioxide) from exhaust gases.
SEC - the U.S. Securities and Exchange Commission, a U.S. government agency primarily responsible to protect investors and maintain the integrity of the securities markets.
Smart metering technology - technology that can measure, among other things, time of electricity consumption to permit offering rate incentives for usage during lower cost or demand intervals.
The use of this technology also has the potential to strengthen network reliability.
S&P - S&P Global Ratings, a credit rating agency.
Superfund - federal environmental statute that addresses remediation of contaminated sites; states also have similar statutes.
Talen Energy - Talen Energy Corporation, the Delaware corporation formed to be the publicly traded company and owner of the competitive generation assets of PPL Energy Supply and certain
affiliates of Riverstone, which as of December 6, 2016, became wholly owned by Riverstone.
Talen Energy Marketing - Talen Energy Marketing, LLC, the new name of PPL EnergyPlus subsequent to the spinoff of PPL Energy Supply.
TCJA - Tax Cuts and Jobs Act. Comprehensive U.S. federal tax legislation enacted on December 22, 2017.
Treasury Stock Method - a method applied to calculate diluted EPS that assumes any proceeds that could be obtained upon exercise of options and warrants (and their equivalents) would be used
to purchase common stock at the average market price during the relevant period.
VEBA - Voluntary Employee Beneficiary Association. A tax-exempt trust under the Internal Revenue Code Section 501(c)(9) used by employers to fund and pay eligible medical, life and similar
benefits.
VSCC - Virginia State Corporation Commission, the state agency that has jurisdiction over the regulation of Virginia corporations, including utilities.
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Forward-looking Information
Statements contained in this Form 10-Q concerning expectations, beliefs, plans, objectives, goals, strategies, future events or performance and underlying assumptions and other statements that are
other than statements of historical fact are "forward-looking statements" within the meaning of the federal securities laws. Although the Registrants believe that the expectations and assumptions
reflected in these statements are reasonable, there can be no assurance that these expectations will prove to be correct. Forward-looking statements are subject to many risks and uncertainties, and
actual results may differ materially from the results discussed in forward-looking statements. In addition to the specific factors discussed in each Registrant's 2019 Form 10-K and in "Item 2.
Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" in this Form 10-Q, the following are among the important factors that could cause actual results
to differ materially and adversely from the forward-looking statements:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

the COVID-19 pandemic and its impact on economic conditions and financial markets;
other pandemic health events or other catastrophic events such as fires, earthquakes, explosions, floods, droughts, tornadoes, hurricanes and other storms;
strategic acquisitions, dispositions, or similar transactions, including the potential sale of our U.K. utility business, and our ability to consummate these business transactions or realize expected
benefits from them;
the outcome of rate cases or other cost recovery or revenue proceedings;
changes in U.S. state or federal or U.K. tax laws or regulations;
the direct or indirect effects on PPL or its subsidiaries or business systems of cyber-based intrusion or the threat of cyberattacks;
significant decreases in demand for electricity in the U.S.;
expansion of alternative and distributed sources of electricity generation and storage;
changes in foreign currency exchange rates for British pound sterling and the related impact on unrealized gains and losses on PPL's foreign currency economic hedges;
the effectiveness of our risk management programs, including foreign currency and interest rate hedging;
non-achievement by WPD of performance targets set by Ofgem;
the effect of changes in RPI on WPD's revenues and index linked debt;
developments related to the U.K.'s withdrawal from the European Union and any responses thereto;
the amount of WPD's pension deficit funding recovered in revenues after March 31, 2021, following the triennial pension review which began in March 2019 and is due to conclude at the end of
2020;
defaults by counterparties or suppliers for energy, capacity, coal, natural gas or key commodities, goods or services;
capital market conditions, including the availability of capital or credit, changes in interest rates and certain economic indices, and decisions regarding capital structure;
a material decline in the market value of PPL's equity;
significant decreases in the fair value of debt and equity securities and their impact on the value of assets in defined benefit plans, and the potential cash funding requirements if fair value
declines;
interest rates and their effect on pension and retiree medical liabilities, ARO liabilities and interest payable on certain debt securities;
volatility in or the impact of other changes in financial markets and economic conditions;
the potential impact of any unrecorded commitments and liabilities of the Registrants and their subsidiaries;
new accounting requirements or new interpretations or applications of existing requirements;
changes in the corporate credit ratings or securities analyst rankings of the Registrants and their securities;
any requirement to record impairment charges pursuant to GAAP with respect to any of our significant investments;
laws or regulations to reduce emissions of GHGs or the physical effects of climate change;
continuing ability to access fuel supply for LG&E and KU, as well as the ability to recover fuel costs and environmental expenditures in a timely manner at LG&E and KU and natural gas supply
costs at LG&E;
weather and other conditions affecting generation, transmission and distribution operations, operating costs and customer energy use;
war, armed conflicts, terrorist attacks, or similar disruptive events;
changes in political, regulatory or economic conditions in states, regions or countries where the Registrants or their subsidiaries conduct business;
receipt of necessary governmental permits and approvals;
new state, federal or foreign legislation or regulatory developments;
the impact of any state, federal or foreign investigations applicable to the Registrants and their subsidiaries and the energy industry;
our ability to attract and retain qualified employees;
the effect of any business or industry restructuring;
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•
•
•
•

development of new projects, markets and technologies;
performance of new ventures;
collective labor bargaining negotiations; and
the outcome of litigation involving the Registrants and their subsidiaries.

Any forward-looking statements should be considered in light of these important factors and in conjunction with other documents of the Registrants on file with the SEC.
New factors that could cause actual results to differ materially from those described in forward-looking statements emerge from time to time, and it is not possible for the Registrants to predict all
such factors, or the extent to which any such factor or combination of factors may cause actual results to differ from those contained in any forward-looking statement. Any forward-looking statement
speaks only as of the date on which such statement is made, and the Registrants undertake no obligation to update the information contained in the statement to reflect subsequent developments or
information.
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PART I. FINANCIAL INFORMATION
ITEM 1. Financial Statements
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, except share data)

Three Months Ended June 30,
2020
Operating Revenues

$

Six Months Ended June 30,

2019

1,739

$

2020

1,803

$

2019

3,793

$

3,882

Operating Expenses
Operation
Fuel

138

168

301

362

Energy purchases

133

138

334

388

Other operation and maintenance

487

482

963

972

319

300

636

584

Taxes, other than income

67

75

147

155

Total Operating Expenses

1,144

1,163

2,381

2,461

595

640

1,412

1,421

76

131

201

183

Interest Expense

253

246

501

487

Income Before Income Taxes

418

525

1,112

1,117

74

84

214

210

Depreciation

Operating Income
Other Income (Expense) - net

Income Taxes
$

344

$

441

$

898

$

907

Basic

$

0.45

$

0.61

$

1.17

$

1.26

Diluted

$

0.45

$

0.60

$

1.17

$

1.24

Net Income
Earnings Per Share of Common Stock:
Net Income Available to PPL Common Shareowners:

Weighted-Average Shares of Common Stock Outstanding
(in thousands)
Basic
Diluted

768,768

721,785

768,358

721,406

769,408

730,915

769,073

730,436

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended June 30,
2020
Net income

$

Six Months Ended June 30,

2019
344

$

2020
441

$

2019
898

$

907

Other comprehensive income (loss):
Amounts arising during the period - gains (losses), net of tax (expense) benefit:
Foreign currency translation adjustments, net of tax of $1, $0, $1, $0
Qualifying derivatives, net of tax of ($6), ($8), ($8), ($4)
Defined benefit plans:
Net actuarial gain (loss), net of tax of $1, $1, $1, $2
Reclassifications from AOCI - (gains) losses, net of tax expense (benefit):
Qualifying derivatives, net of tax of $4, $6, $4, $0
Defined benefit plans:
Prior service costs, net of tax of $0, $0, $0, $0
Net actuarial (gain) loss, net of tax of ($11), ($6), ($23), ($11)
Total other comprehensive income (loss)
$

Comprehensive income

(291)

(377)

(352)

(83)

28

35

36

16

(1)

(2)

(1)

(5)

(20)

(27)

(23)

(3)

1

1

2

1

47

21

94

42

(236)

(349)

(244)

(32)

108

$

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)
Six Months Ended June 30,
2020
Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation
Amortization
Defined benefit plans - (income) expense
Deferred income taxes and investment tax credits
Unrealized (gains) losses on derivatives, and other hedging activities
Stock-based compensation expense
Other
Change in current assets and current liabilities
Accounts receivable
Accounts payable
Unbilled revenues
Fuel, materials and supplies
Prepayments
Regulatory assets and liabilities, net
Accrued interest
Other current liabilities
Other
Other operating activities
Defined benefit plans - funding
Other assets
Other liabilities

$

Net cash provided by operating activities
Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Purchase of investments
Proceeds from the sale of investments
Other investing activities
Net cash used in investing activities
Cash Flows from Financing Activities
Issuance of long-term debt
Retirement of long-term debt
Proceeds from project financing
Issuance of common stock
Payment of common stock dividends
Issuance of term loan
Net increase (decrease) in short-term debt
Other financing activities
Net cash provided by financing activities
Effect of Exchange Rates on Cash, Cash Equivalents and Restricted Cash
Net Increase (Decrease) in Cash, Cash Equivalents and Restricted Cash
Cash, Cash Equivalents and Restricted Cash at Beginning of Period

2019
898

$

907

636
29
(105)
169
25
12
2

584
31
(135)
154
22
19
(7)

10
(98)
107
6
(75)
(47)
(55)
(37)
(7)

22
(102)
70
19
(79)
(72)
(63)
(85)
11

(193)
27
(5)

(207)
11
(30)

1,299

1,070

(1,576)
—
9
(6)

(1,474)
(55)
61
(11)

(1,573)

(1,479)

1,598
—
96
33
(636)
300
(619)
(27)

769
(200)
—
35
(594)
—
206
(18)

745

198

(6)

(4)

465
836

(215)
643

Cash, Cash Equivalents and Restricted Cash at End of Period

$

1,301

$

428

Supplemental Disclosures of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at June 30,
Accrued expenditures for intangible assets at June 30,

$
$

291
81

$
$

278
59

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

June 30,
2020

December 31,
2019

Assets
Current Assets
Cash and cash equivalents

$

Accounts receivable (less reserve: 2020, $66; 2019, $58)
Customer

1,278

$

815

665

687

106

105

Unbilled revenues (less reserve: 2020, $2; 2019, $0)
Fuel, materials and supplies

388

504

333

332

Prepayments

153

79

Price risk management assets

234

147

Other

Other current assets

111

98

Total Current Assets

3,268

2,767

43,226

42,709

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant
Regulated utility plant, net
Non-regulated property, plant and equipment
Less: accumulated depreciation - non-regulated property, plant and equipment
Non-regulated property, plant and equipment, net

8,261

8,055

34,965

34,654

452

357

88

109

364

248

1,456

1,580

36,785

36,482

Regulatory assets

1,472

1,492

Goodwill

3,086

3,198

Other intangibles

730

742

Pension benefit asset

740

464

75

149

Construction work in progress
Property, Plant and Equipment, net
Other Noncurrent Assets

Price risk management assets
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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6,431
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$
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

June 30,
2020

December 31,
2019

Liabilities and Equity
Current Liabilities
Short-term debt

$

Long-term debt due within one year
Accounts payable
Taxes

828

$

1,151

2,058

1,172

804

956

76

99

Interest

232

294

Dividends

319

317

Customer deposits

267

261

Regulatory liabilities

86

115

498

535

5,168

4,900

21,098

20,721

Deferred income taxes

3,279

3,088

Investment tax credits

123

124

Accrued pension obligations

491

587

Asset retirement obligations

219

212

2,539

2,572

Other current liabilities
Total Current Liabilities
Long-term Debt
Deferred Credits and Other Noncurrent Liabilities

Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

559

485

7,210

7,068

Commitments and Contingent Liabilities (Notes 7 and 10)
Equity
Common stock - $0.01 par value (a)
Additional paid-in capital
Earnings reinvested

8
12,214

5,383

5,127

Accumulated other comprehensive loss

(4,602)

(4,358)

Total Equity

13,044

12,991

$

Total Liabilities and Equity
(a)

8
12,255

1,560,000 shares authorized; 768,783 and 767,233 shares issued and outstanding at June 30, 2020 and December 31, 2019.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding (a)

March 31, 2020
Common stock issued

768,266

Additional
paid-in
capital

Common
stock

$

8

$

517

Accumulated
other
comprehensive
loss

Earnings
reinvested

12,239

$

5,360

$

(4,366)

Total

$

13

Stock-based compensation

13,241
13

3

3

Net income

344

Dividends and dividend equivalents (b)

344

(321)

(321)

Other comprehensive income (loss)

(236)

(236)

June 30, 2020

768,783

$

8

$

12,255

$

5,383

$

(4,602)

$

13,044

December 31, 2019

767,233

$

8

$

12,214

$

5,127

$

(4,358)

$

12,991

Common stock issued

1,550

47

Stock-based compensation

47

(6)

(6)

Net income

898

Dividends and dividend equivalents (b)

898

(640)

Other comprehensive income (loss)
Adoption of financial instrument credit losses guidance
cumulative effect adjustment (Note 2), net of tax of $0

(640)
(244)

(244)

(2)

(2)

June 30, 2020

768,783

$

8

$

12,255

$

5,383

$

(4,602)

$

13,044

March 31, 2019

721,371

$

7

$

11,051

$

4,761

$

(3,647)

$

12,172

Common stock issued

469

15

Stock-based compensation

15

3

3

Net income

441

Dividends and dividend equivalents (b)

441

(299)

(299)

Other comprehensive income (loss)

(349)

(349)

June 30, 2019

721,840

$

7

$

11,069

$

4,903

$

(3,996)

$

11,983

December 31, 2018

720,323

$

7

$

11,021

$

4,593

$

(3,964)

$

11,657

Common stock issued

1,517

47

Stock-based compensation

47

1

1

Net income

907

Dividends and dividend equivalents (b)

907

(597)

(597)

Other comprehensive income (loss)
June 30, 2019
(a)
(b)

(32)
721,840

$

7

$

11,069

$

4,903

$

Shares in thousands. Each share entitles the holder to one vote on any question presented at any shareowners' meeting.
Dividends declared per share of common stock were $0.4150 and $0.8300 for the three and six months ended June 30, 2020 and $0.4125 and $0.8250 for the three and six months ended June 30, 2019.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended June 30,
2020
Operating Revenues

$

Six Months Ended June 30,

2019
554

$

2020
521

$

2019

1,162

$

1,166

Operating Expenses
Operation
Energy purchases

111

110

255

281

Other operation and maintenance

129

130

266

280

101

96

199

191

Taxes, other than income

18

24

48

55

Total Operating Expenses

359

360

768

807

195

161

394

359

Other Income (Expense) - net

5

6

8

11

Interest Income from Affiliate

—

—

1

2

Interest Expense

42

41

86

83

158

126

317

289

40

32

81

74

Depreciation

Operating Income

Income Before Income Taxes
Income Taxes
$

Net Income (a)
(a)

118

$

Net income equals comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Six Months Ended June 30,
2020

2019

Cash Flows from Operating Activities
Net income

$

236

$

215

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

199

Amortization

13

11

Deferred income taxes and investment tax credits

61

36

4

(9)

Other

191

Change in current assets and current liabilities
Accounts receivable

(19)

7

Accounts payable

(37)

(39)

44

31

Unbilled revenues
Materials and supplies

(15)

(1)

Prepayments

(59)

(64)

Regulatory assets and liabilities, net

(32)

(40)

Taxes payable

(11)

(4)

Other

(10)

(6)

Other operating activities
Defined benefit plans - funding

(21)

(21)

Other assets

5

4

Other liabilities

2

3

360

314

(556)

(533)

Net cash provided by operating activities
Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Other investing activities
Net cash used in investing activities

(2)

3

(558)

(530)

—

Cash Flows from Financing Activities
Contributions from parent

255

Return of capital to parent

(260)

—

Payment of common stock dividends to parent

(246)

(215)

200

185

Net increase in short-term debt
Other financing activities
Net cash used in financing activities
Net Increase (Decrease) in Cash, Cash Equivalents and Restricted Cash
Cash, Cash Equivalents and Restricted Cash at Beginning of Period

—

(1)

(51)

(31)

(249)

(247)

264

Cash, Cash Equivalents and Restricted Cash at End of Period

269

$

15

$

22

$

158

$

158

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at June 30,
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

June 30,
2020

December 31,
2019

Assets
Current Assets
Cash and cash equivalents

$

Accounts receivable (less reserve: 2020, $35; 2019, $28)
Customer
Other

13

$

262

279

258

21

22

Accounts receivable from affiliates

10

11

Unbilled revenues (less reserve: 2020, $1; 2019, $0)
Materials and supplies

90

134

56

33

Prepayments

65

6

Regulatory assets

31

26

Other current assets

12

9

Total Current Assets

577

761

13,029

12,589

3,207

3,078

Regulated utility plant, net

9,822

9,511

Construction work in progress

597

597

10,419

10,108

Regulatory assets

706

726

Intangibles

264

263

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

Property, Plant and Equipment, net
Other Noncurrent Assets

Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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1,024

1,032

12,020
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11,901
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

June 30,
2020

December 31,
2019

Liabilities and Equity
Current Liabilities
Short-term debt

$

Accounts payable

200

$

—

370

438

41

32

2

13

Interest

40

41

Regulatory liabilities

72

96

Other current liabilities

87

93

Total Current Liabilities

812

713

3,986

3,985

Accounts payable to affiliates
Taxes

Long-term Debt
Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes

1,524

1,447

Accrued pension obligations

148

179

Regulatory liabilities

586

599

Other deferred credits and noncurrent liabilities

147

146

2,405

2,371

Total Deferred Credits and Other Noncurrent Liabilities
Commitments and Contingent Liabilities (Notes 7 and 10)
Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
$

Total Liabilities and Equity
(a)

170,000 shares authorized; 66,368 shares issued and outstanding at June 30, 2020 and December 31, 2019.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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3,553

3,558

900

910

4,817

4,832

12,020

$

11,901
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding
(a)
March 31, 2020

66,368

Additional
paid-in
capital

Common
stock
$

364

$

3,558

Earnings
reinvested
$

Net income

Total

863

$

118

Capital contributions from parent

118

255

Return of capital to parent

4,785
255

(260)

(260)

Dividends declared on common stock

(81)

(81)

June 30, 2020

66,368

$

364

$

3,553

$

900

$

4,817

December 31, 2019

66,368

$

364

$

3,558

$

910

$

4,832

Net income

236

Capital contributions from parent
Return of capital to parent

236

255

255

(260)

(260)

Dividends declared on common stock

(246)

(246)

June 30, 2020

66,368

$

364

$

3,553

$

900

$

4,817

March 31, 2019

66,368

$

364

$

3,158

$

940

$

4,462

Net income
Dividends declared on common stock

94

94

(95)

(95)

June 30, 2019

66,368

$

364

$

3,158

$

939

$

4,461

December 31, 2018

66,368

$

364

$

3,158

$

939

$

4,461

Net income
Dividends declared on common stock
66,368

June 30, 2019
(a)

$

364

$

Shares in thousands. All common shares of PPL Electric stock are owned by PPL.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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$

215

215

(215)

(215)

939

$

4,461
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended June 30,
2020
Operating Revenues

$

Six Months Ended June 30,

2019
700

$

2020
732

$

2019

1,525

$

1,577

Operating Expenses
Operation
Fuel

138

168

301

362

22

27

79

106

207

208

411

422

151

135

300

258

Taxes, other than income

18

18

36

36

Total Operating Expenses

536

556

1,127

1,184

164

176

398

393

2

—

2

—

58

58

116

112

Interest Expense with Affiliate

8

9

15

16

Income Before Income Taxes

100

109

269

265

17

3

51

35

Energy purchases
Other operation and maintenance
Depreciation

Operating Income
Other Income (Expense) - net
Interest Expense

Income Taxes
$

Net Income (a)
(a)

83

$

Net income approximates comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Six Months Ended June 30,
2020

2019

Cash Flows from Operating Activities
Net income

$

218

$

230

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

300

258

Amortization

10

16

Defined benefit plans - expense

7

5

Deferred income taxes and investment tax credits

38

47

Other

(1)

(1)

Change in current assets and current liabilities
Accounts receivable
Accounts payable

33

24

(36)

(34)

Accounts payable to affiliates

(2)

—

Unbilled revenues

15

13

Fuel, materials and supplies

24

21

(15)

(32)

16

(25)

Regulatory assets and liabilities, net
Taxes payable
Accrued interest

1

7

(30)

(23)

Defined benefit plans - funding

(24)

(28)

Expenditures for asset retirement obligations

(31)

(45)

Other
Other operating activities

Other assets

(2)

(1)

Other liabilities

13

13

534

445

(479)

(530)

Net cash provided by operating activities
Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Other investing activities
Net cash used in investing activities

3

—

(476)

(530)

Cash Flows from Financing Activities
Net increase in notes payable with affiliate

102

90

Issuance of long-term debt

498

705

Retirement of long-term debt

—

(200)

Net decrease in short-term debt

(388)

(418)

Distributions to member

(140)

(137)

Contributions from member

—

63

Other financing activities

(5)

(10)

67

93

Net cash provided by financing activities
Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period

125

8

27

24

$

152

$

32

$

90

$

91

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at June 30,
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

June 30,
2020

December 31,
2019

Assets
Current Assets
Cash and cash equivalents

$

Accounts receivable (less reserve: 2020, $27; 2019, $28)
Customer

152

$

233

Other
Unbilled revenues (less reserve: 2020, $0; 2019, $0)
Fuel, materials and supplies

27
260

62

71

149

164

227

250

Prepayments

33

30

Regulatory assets

51

41

Other current assets

—

2

Total Current Assets

907

845

15,123

14,646

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

2,515

2,356

12,608

12,290

681

794

13,289

13,084

Regulatory assets

766

766

Goodwill

996

996

Property, Plant and Equipment, net
Other Noncurrent Assets

Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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65

69

113

171

1,940

2,002

16,136

$

15,931
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CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

June 30,
2020

December 31,
2019

Liabilities and Equity
Current Liabilities
Short-term debt

$

Long-term debt due within one year

—

$

388

1,371

975

Notes payable with affiliates

252

150

Accounts payable

253

316

Accounts payable to affiliates

9

11

Customer deposits

64

62

Taxes

74

58

Price risk management liabilities

4

4

Regulatory liabilities

14

19

Interest

41

40

Asset retirement obligations

54

70

131

153

2,267

2,246

4,476

4,377

Other current liabilities
Total Current Liabilities
Long-term Debt
Long-term debt
Long-term debt to affiliate

650

650

5,126

5,027

Deferred income taxes

1,126

1,069

Investment tax credits

122

124

Total Long-term Debt
Deferred Credits and Other Noncurrent Liabilities

Price risk management liabilities
Accrued pension obligations
Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

24

17

183

233

164

145

1,953

1,973

149

155

3,721

3,716

5,022

4,942

Commitments and Contingent Liabilities (Notes 7 and 10)
Member's Equity
Total Liabilities and Equity

$
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Member's
Equity
March 31, 2020

$

Net income

5,026
83

Distributions to member

(88)

Other comprehensive income (loss)

1

June 30, 2020

$

5,022

December 31, 2019

$

4,942

Net income

218

Distributions to member

(140)

Other comprehensive income (loss)

2

June 30, 2020

$

5,022

March 31, 2019

$

4,791

Net income

106

Contributions from member

63

Distributions to member

(81)

Other comprehensive income

(2)

June 30, 2019

$

4,877

December 31, 2018

$

4,723

Net income

230

Contributions from member

63

Distributions to member

(137)

Other comprehensive income

(2)
$

June 30, 2019
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF INCOME
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars)

Three Months Ended June 30,
2020

Six Months Ended June 30,

2019

2020

2019

Operating Revenues
Retail and wholesale

$

Electric revenue from affiliate

320

$

328

$

713

$

725

2

6

16

19

322

334

729

744

Fuel

50

69

124

147

Energy purchases

18

22

70

96

8

2

8

4

92

96

184

190
107

Total Operating Revenues
Operating Expenses
Operation

Energy purchases from affiliate
Other operation and maintenance
Depreciation

65

56

129

Taxes, other than income

9

10

19

19

Total Operating Expenses

242

255

534

563

80

79

195

181

1

(1)

—

(1)

Interest Expense

22

22

44

43

Income Before Income Taxes

59

56

151

137

Income Taxes

12

12

31

29

Operating Income
Other Income (Expense) - net

$

Net Income (a)
(a)

47

$

Net income equals comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF CASH FLOWS
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars)

Six Months Ended June 30,
2020

2019

Cash Flows from Operating Activities
Net income

$

120

$

108

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

129

107

Amortization

4

11

Defined benefit plans - expense

1

1

Deferred income taxes and investment tax credits

2

28

18

15

Change in current assets and current liabilities
Accounts receivable
Accounts receivable from affiliates
Accounts payable
Accounts payable to affiliates
Unbilled revenues
Fuel, materials and supplies

Regulatory assets and liabilities, net

2

6

(25)

(16)

(9)

(4)

8

9

20

27

4

(13)

Taxes payable

21

(7)

Accrued interest

—

4

Other

(9)

(8)

Other operating activities
Defined benefit plans - funding

(5)

(4)

Expenditures for asset retirement obligations

(8)

(12)

Other assets

(2)

(1)

Other liabilities

4

7

275

258

Expenditures for property, plant and equipment

(214)

(224)

Net cash used in investing activities

(214)

(224)

Net cash provided by operating activities
Cash Flows from Investing Activities

Cash Flows from Financing Activities
Net increase in notes payable with affiliates
Issuance of long-term debt
Retirement of long-term debt

190

—

—

399

—

(200)

(238)

(183)

(76)

(71)

Contributions from parent

53

25

Other financing activities

—

(5)

(71)

(35)

Net decrease in short-term debt
Payment of common stock dividends to parent

Net cash used in financing activities
Net Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period

(10)

(1)

15

10

$

5

$

9

$

49

$

40

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at June 30,
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED BALANCE SHEETS
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars, shares in thousands)

June 30,
2020

December 31,
2019

Assets
Current Assets
Cash and cash equivalents

$

Accounts receivable (less reserve: 2020, $1; 2019, $1)
Customer
Other
Unbilled revenues (less reserve: 2020, $0; 2019, $0)
Accounts receivable from affiliates

5

$

15

107

121

31

41

68

76

16

18

102

122

Prepayments

16

14

Regulatory assets

23

25

Fuel, materials and supplies

Other current assets

1

1

Total Current Assets

369

433

6,522

6,372

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

931

846

5,591

5,526

316

297

5,907

5,823

Regulatory assets

378

380

Goodwill

389

389

Other intangibles

38

41

Other noncurrent assets

75

67

880

877

Property, Plant and Equipment, net
Other Noncurrent Assets

Total Other Noncurrent Assets
$

Total Assets
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED BALANCE SHEETS
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars, shares in thousands)

June 30,
2020

December 31,
2019

Liabilities and Equity
Current Liabilities
Short-term debt

$

—

$

238

Long-term debt due within one year

264

—

Notes payable with affiliate

190

—

Accounts payable

131

172

Accounts payable to affiliates

22

31

Customer deposits

32

31

Taxes

54

33

Price risk management liabilities

4

4

Regulatory liabilities

4

2

Interest

15

15

Asset retirement obligations

18

24

Other current liabilities

41

47

Total Current Liabilities

775

597

1,741

2,005

Deferred income taxes

707

697

Investment tax credits

33

34

Price risk management liabilities

24

17

Asset retirement obligations

49

49

877

883

Long-term Debt
Deferred Credits and Other Noncurrent Liabilities

Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

91

89

1,781

1,769

Commitments and Contingent Liabilities (Notes 7 and 10)
Stockholder's Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
Total Liabilities and Equity
(a)

$

75,000 shares authorized; 21,294 shares issued and outstanding at June 30, 2020 and December 31, 2019.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF EQUITY
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding
(a)

March 31, 2020

21,294

Additional
paid-in
capital

Common
stock

$

424

$

Earnings
reinvested

1,845

$

Net income

Total

562

$

47

Capital contributions from parent

2,831
47

28

28

Cash dividends declared on common stock

(47)

(47)

June 30, 2020

21,294

$

424

$

1,873

$

562

$

2,859

December 31, 2019

21,294

$

424

$

1,820

$

518

$

2,762

Net income
Capital contributions from parent

120

120

(76)

(76)

53

53

Cash dividends declared on common stock
June 30, 2020

21,294

$

424

$

1,873

$

562

$

2,859

March 31, 2019

21,294

$

424

$

1,795

$

502

$

2,721

Net income
Capital contributions from parent

44

44

(41)

(41)

25

25

Cash dividends declared on common stock
June 30, 2019

21,294

$

424

$

1,820

$

505

$

2,749

December 31, 2018

21,294

$

424

$

1,795

$

468

$

2,687

Net income
Capital contributions from parent

108

(71)

(71)

25

25

Cash dividends declared on common stock
21,294

June 30, 2019
(a)

108

$

424

$

Shares in thousands. All common shares of LG&E stock are owned by LKE.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF INCOME
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Three Months Ended June 30,
2020

Six Months Ended June 30,

2019

2020

2019

Operating Revenues
Retail and wholesale

$

Electric revenue from affiliate
Total Operating Revenues

380

$

404

$

812

$

852

8

2

8

4

388

406

820

856

Operating Expenses
Operation
Fuel

88

99

177

215

Energy purchases

4

5

9

10

Energy purchases from affiliate

2

6

16

19

107

105

211

213
150

Other operation and maintenance
Depreciation

86

78

170

Taxes, other than income

8

8

17

17

Total Operating Expenses

295

301

600

624

Operating Income

93

105

220

232

Other Income (Expense) - net

—

(2)

1

—

Interest Expense

29

28

57

54

Income Before Income Taxes

64

75

164

178

Income Taxes

11

14

31

36

$

Net Income (a)
(a)

53

$

Net income equals comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF CASH FLOWS
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Six Months Ended June 30,
2020

2019

Cash Flows from Operating Activities
Net income

$

133

$

142

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

170

Amortization

4

5

Deferred income taxes and investment tax credits

5

29

(1)

(2)

Accounts receivable

15

14

Accounts payable

(7)

(8)

(15)

(15)

Other

150

Change in current assets and current liabilities

Accounts payable to affiliates
Unbilled revenues

7

4

Fuel, materials and supplies

4

(6)

(19)

(19)

24

(2)

1

3

(12)

1

Regulatory assets and liabilities, net
Taxes payable
Accrued interest
Other
Other operating activities
Defined benefit plans - funding
Expenditures for asset retirement obligations
Other assets
Other liabilities

(1)

(2)

(23)

(33)

—

1

8

8

293

270

Expenditures for property, plant and equipment

(264)

(305)

Net increase in notes receivable with affiliates

(190)

—

Net cash provided by operating activities
Cash Flows from Investing Activities

Other investing activities
Net cash used in investing activities

3

—

(451)

(305)

Cash Flows from Financing Activities
Issuance of long-term debt
Net decrease in short-term debt
Payment of common stock dividends to parent

498

306

(150)

(235)

(89)

(91)

Contributions from parent

37

68

Other financing activities

(5)

(4)

291

44

Net cash provided by financing activities
Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period

133

9

12

14

$

145

$

23

$

41

$

52

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at June 30,
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED BALANCE SHEETS
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars, shares in thousands)

June 30,
2020

December 31,
2019

Assets
Current Assets
Cash and cash equivalents

$

Accounts receivable (less reserve: 2020, $1; 2019, $1)
Customer
Other

145

$

12

126

139

28

27

Unbilled revenues (less reserve: 2020, $0; 2019, $0)
Notes receivable from affiliate

81

88

190

—

Fuel, materials and supplies

125

128

Prepayments

15

14

Regulatory assets

28

16

Other current assets

—

1

Total Current Assets

738

425

Regulated utility plant

8,587

8,262

Less: accumulated depreciation - regulated utility plant

1,579

1,507

Regulated utility plant, net

7,008

6,755

Construction work in progress

364

496

7,372

7,251

Regulatory assets

388

386

Goodwill

607

607

Property, Plant and Equipment

Property, Plant and Equipment, net
Other Noncurrent Assets

Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets
$

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

30

27

28

111

128

1,133

1,149

9,243

$

8,825

Table of Contents

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

June 30,
2020

December 31,
2019

Liabilities and Equity
Current Liabilities
Short-term debt

$

—

$

150

Long-term debt due within one year

632

500

Accounts payable

103

121

Accounts payable to affiliates

39

52

Customer deposits

32

31

Taxes

50

26

Regulatory liabilities

10

17

Interest

21

20

Asset retirement obligations

36

46

Other current liabilities

44

51

Total Current Liabilities

967

1,014

2,485

2,123

Deferred income taxes

808

792

Investment tax credits

89

90

Long-term Debt
Deferred Credits and Other Noncurrent Liabilities

Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

115

96

1,076

1,090

48

46

2,136

2,114

Commitments and Contingent Liabilities (Notes 7 and 10)
Stockholder's Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
Total Liabilities and Equity
(a)

$

80,000 shares authorized; 37,818 shares issued and outstanding at June 30, 2020 and December 31, 2019.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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537

3,655

3,574

9,243
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CONDENSED STATEMENTS OF EQUITY
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding
(a)

March 31, 2020

37,818

Additional
paid-in
capital

Common
stock

$

308

$

Earnings
reinvested

2,766

$

Net income
Cash dividends declared on common stock

Total

580

$

3,654

53

53

(52)

(52)

June 30, 2020

37,818

$

308

$

2,766

$

581

$

3,655

December 31, 2019

37,818

$

308

$

2,729

$

537

$

3,574

Net income
Capital contributions from parent

133

133

(89)

(89)

37

37

Cash dividends declared on common stock
June 30, 2020

37,818

$

308

$

2,766

$

581

$

3,655

March 31, 2019

37,818

$

308

$

2,689

$

515

$

3,512

Net income
Capital contributions from parent

61

61

(52)

(52)

40

40

Cash dividends declared on common stock
June 30, 2019

37,818

$

308

$

2,729

$

524

$

3,561

December 31, 2018

37,818

$

308

$

2,661

$

473

$

3,442

Net income
Capital contributions from parent

142

(91)

(91)

68

68

Cash dividends declared on common stock
37,818

June 30, 2019
(a)

142

$

308

$

Shares in thousands. All common shares of KU stock are owned by LKE.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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Combined Notes to Condensed Financial Statements (Unaudited)
Index to Combined Notes to Condensed Financial Statements
The notes to the condensed financial statements that follow are a combined presentation. The following list indicates the Registrants to which the notes apply:
Registrant
1. Interim Financial Statements
2. Summary of Significant Accounting Policies
3. Segment and Related Information
4. Revenue from Contracts with Customers
5. Earnings Per Share
6. Income Taxes
7. Utility Rate Regulation
8. Financing Activities
9. Defined Benefits
10. Commitments and Contingencies
11. Related Party Transactions
12. Other Income (Expense) - net
13. Fair Value Measurements
14. Derivative Instruments and Hedging Activities
15. Asset Retirement Obligations
16. Accumulated Other Comprehensive Income (Loss)
17. Subsequent Events

PPL

PPL Electric

LKE

LG&E

KU

x
x
x
x
x
x
x
x
x
x

x
x
x
x

x
x
x
x

x
x
x
x

x
x
x
x

x
x
x
x
x
x

x
x
x
x
x
x

x
x
x
x
x
x

x
x
x
x
x
x

x
x

x
x
x

x
x
x

x
x
x

x
x
x
x
x
x

1. Interim Financial Statements
(All Registrants)
Capitalized terms and abbreviations appearing in the unaudited combined notes to condensed financial statements are defined in the glossary. Dollars are in millions, except per share data, unless
otherwise noted. The specific Registrant to which disclosures are applicable is identified in parenthetical headings in italics above the applicable disclosure or within the applicable disclosure for each
Registrant's related activities and disclosures. Within combined disclosures, amounts are disclosed for any Registrant when significant.
The accompanying unaudited condensed financial statements have been prepared in accordance with GAAP for interim financial information and with the instructions to Form 10-Q and Article 10 of
Regulation S-X and, therefore, do not include all of the information and footnote disclosures required by GAAP for complete financial statements. In the opinion of management, all adjustments
considered necessary for a fair presentation in accordance with GAAP are reflected in the condensed financial statements. All adjustments are of a normal recurring nature, except as otherwise
disclosed. Each Registrant's Balance Sheet at December 31, 2019 is derived from that Registrant's 2019 audited Balance Sheet. The financial statements and notes thereto should be read in
conjunction with the financial statements and notes contained in each Registrant's 2019 Form 10-K. The results of operations for the three and six months ended June 30, 2020 are not necessarily
indicative of the results to be expected for the full year ending December 31, 2020 or other future periods, because results for interim periods can be disproportionately influenced by various factors,
developments and seasonal variations.
2. Summary of Significant Accounting Policies
(All Registrants)
The following accounting policy disclosures represent updates to Note 1 in each Registrant's 2019 Form 10-K and should be read in conjunction with those disclosures.
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Restricted Cash and Cash Equivalents (PPL and PPL Electric)
Reconciliation of Cash, Cash Equivalents and Restricted Cash
The following provides a reconciliation of Cash, Cash Equivalents and Restricted Cash reported within the Balance Sheets that sum to the total of the same amounts shown on the Statements of Cash
Flows:
PPL
June 30,
2020

PPL Electric
December 31,
2019

June 30,
2020

December 31,
2019

Cash and cash equivalents
Restricted cash - current (a)
Restricted cash - noncurrent (a)

$

1,278
3
20

$

815
3
18

$

13
2
—

$

262
2
—

Total Cash, Cash Equivalents and Restricted Cash

$

1,301

$

836

$

15

$

264

(a)

Bank deposits and other cash equivalents that are restricted by agreement or that have been clearly designated for a specific purpose are classified as restricted cash. On the Balance Sheets, the current portion of restricted cash is included in
"Other current assets," while the noncurrent portion is included in "Other noncurrent assets."

Current Expected Credit Losses (All Registrants)
Financing receivable collectibility is evaluated using a combination of factors, including past due status based on contractual terms, trends in write-offs and the age of the receivable. Specific events,
such as bankruptcies, are also considered when applicable. Adjustments to the reserve for credit losses are made when necessary based on the results of analysis, the aging of receivables and
historical and industry trends. The Registrants periodically evaluate the impact of observable external factors on the collectibility of the financing receivables to determine if adjustments to the reserve
for credit losses should be made based on current conditions or reasonable and supportable forecasts.
Accounts receivable are written off in the period in which the receivable is deemed uncollectible.
(PPL and PPL Electric)
PPL Electric has identified one class of financing receivables, “accounts receivable-customer”, which includes financing receivables for all billed and unbilled sales with residential and nonresidential customers. All other financing receivables are classified as other. Within the credit loss model for the residential customer accounts receivables, customers are disaggregated based on their
projected propensity to pay, which is derived from historical trends and the current activity of the individual customer accounts. Conversely, the non-residential customer accounts receivables are not
further segmented due to the varying nature of the individual customers, which lack readily identifiable risk characteristics for disaggregation.
(PPL, LKE, LG&E and KU)
LKE, LG&E and KU have identified one class of financing receivables, “accounts receivable-customer”, which includes financing receivables for all billed and unbilled sales with customers. All
other financing receivables are classified as other.
(All Registrants)
The following table shows changes in the allowance for credit losses for the six months ended June 30, 2020:
Balance at
Beginning of Period (a)

Charged to Income

Balance at
End of Period

Deductions (b)

PPL
Accounts Receivable - Customer and Unbilled Revenue
Other (c)

$

30
27

$

15
1

$

7
1

$

38
27

PPL Electric
Accounts Receivable - Customer and Unbilled Revenue
Other

$

25
1

$

9
1

$

3
—

$

31
2
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Balance at
Beginning of Period (a)
LKE
Accounts Receivable - Customer and Unbilled Revenue
Other (c)

Charged to Income

Balance at
End of Period

Deductions (b)

$

2
26

$

3
—

$

3
1

$

2
25

LG&E
Accounts Receivable - Customer and Unbilled Revenue

$

1

$

1

$

1

$

1

KU
Accounts Receivable - Customer and Unbilled Revenue

$

1

$

2

$

2

$

1

(a)
(b)
(c)

Reflects cumulative-effect adjustment upon adoption of current expected credit loss guidance.
Primarily related to uncollectible accounts receivable written off.
Primarily related to receivables at WKE, which are fully reserved.

(PPL, LKE, LG&E and KU)
Asset
Investments)
- -Impairment
- - - - -(Excluding
--- ---PPL, LKE, LG&E and KU review goodwill for impairment at the reporting unit level annually or more frequently when events or circumstances indicate that the carrying amount of a reporting unit
may be greater than the unit's fair value. PPL's, LKE's, LG&E's and KU's reporting units are primarily at the operating segment level.
During the three month period ended March 31, 2020, PPL, LKE, LG&E and KU considered whether the economic events associated with COVID-19, which resulted in PPL’s shares experiencing
volatility and a decrease in market value, would more likely than not reduce the fair value of the Registrants’ reporting units below their carrying amounts. See "Risks and Uncertainties" in Note 10
for additional information about COVID-19. Based on our assessment, a quantitative impairment test was not required for the LKE, LG&E and KU reporting units, but was required for the U.K.
Regulated segment reporting unit, the allocated goodwill of which was $2.5 billion at March 31, 2020. The test did not indicate impairment of the reporting unit.
During the three months ended June 30, 2020, no goodwill impairment triggers were identified. However, an impairment charge could occur in future periods if PPL’s share price or any of the
assumptions used in determining fair value of the reporting units are negatively impacted.
New Accounting Guidance Adopted
(All Registrants)
Accounting for Financial Instrument Credit Losses
Effective January 1, 2020, the Registrants adopted accounting guidance, using a modified retrospective approach, that requires the use of a current expected credit loss (CECL) model for the
measurement of credit losses on financial instruments within the scope of the guidance, which includes accounts receivable. The CECL model requires an entity to measure credit losses using
historical information, current information and reasonable and supportable forecasts of future events, rather than the incurred loss impairment model required under previous GAAP. The adoption of
this guidance did not have a material impact on the Registrants.
Accounting for Implementation Costs in a Cloud Computing Service Arrangement
Effective January 1, 2020, the Registrants prospectively adopted accounting guidance that requires a customer in a cloud computing hosting arrangement that is a service contract to capitalize
implementation costs consistent with internal-use software guidance for non-service arrangements. The guidance requires these capitalized implementation costs to be amortized over the term of the
hosting arrangement to the statement of income line item where the service arrangement costs are recorded. The guidance also prescribes the financial statement classification of the capitalized
implementation costs and cash flows associated with the arrangement. The adoption of this guidance did not have a material impact on the Registrants.
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(PPL, LKE, LG&E and KU)
Simplifying the Test for Goodwill Impairment
- - - ---------Effective January 1, 2020, the Registrants adopted accounting guidance that simplifies the test for goodwill impairment by eliminating the second step of the quantitative test. The second step of the
quantitative test required a calculation of the implied fair value of goodwill, which was determined in the same manner as the amount of goodwill in a business combination. Under the new guidance,
the fair value of a reporting unit will be compared with the carrying value and an impairment charge will be recognized if the carrying amount exceeds the fair value of the reporting unit. The
adoption of this guidance did not have a material impact on the Registrants.
3. Segment and Related Information
(PPL)
See Note 2 in PPL's 2019 Form 10-K for a discussion of reportable segments and related information.
Income Statement data for the segments and reconciliation to PPL's consolidated results for the periods ended June 30 are as follows:
Three Months
2020
Operating Revenues from external customers
U.K. Regulated
Kentucky Regulated
Pennsylvania Regulated
Corporate and Other
Total
Net Income
U.K. Regulated (a)
Kentucky Regulated
Pennsylvania Regulated
Corporate and Other
Total
(a)

Six Months
2019

2020

2019

$

476
700
554
9

$

541
732
521
9

$

1,090
1,525
1,162
16

$

1,124
1,577
1,166
15

$

1,739

$

1,803

$

3,793

$

3,882

$

179
74
118
(27)

$

284
97
94
(34)

$

519
201
236
(58)

$

548
214
215
(70)

$

344

$

441

$

898

$

907

Includes unrealized gains and losses from hedging foreign currency economic activity. See Note 14 for additional information.

The following provides Balance Sheet data for the segments and reconciliation to PPL's consolidated Balance Sheets as of:
June 30,
2020
Assets
U.K. Regulated (a) (b)
Kentucky Regulated
Pennsylvania Regulated
Corporate and Other (c)
Total
(a)
(b)
(c)

December 31,
2019

$

17,479
15,802
12,036
1,203

$

17,622
15,597
11,918
543

$

46,520

$

45,680

Includes $12.9 billion and $13.2 billion of net PP&E as of June 30, 2020 and December 31, 2019. WPD is not subject to accounting for the effects of certain types of regulation as prescribed by GAAP.
Includes $2.4 billion and $2.5 billion of goodwill as of June 30, 2020 and December 31, 2019.
Primarily consists of unallocated items, including cash, PP&E, goodwill, the elimination of inter-segment transactions as well as the assets of Safari Energy.

(PPL Electric, LKE, LG&E and KU)
PPL Electric has two operating segments, distribution and transmission, which are aggregated into a single reportable segment. LKE, LG&E and KU are individually single operating and reportable
segments.
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4. Revenue from Contracts with Customers
(All Registrants)
See Note 3 in PPL's 2019 Form 10-K for a discussion of the principal activities from which the Registrants and PPL’s segments generate their revenues.
The following tables reconcile "Operating Revenues" included in each Registrant's Statement of Income with revenues generated from contracts with customers for the periods ended June 30.
2020 Three Months
PPL
Operating Revenues (a)
Revenues derived from:
Alternative revenue programs (b)
Other (c)

$

Revenues from Contracts with Customers

$

PPL Electric
1,739

$

(8)
(7)
1,724

LKE

554

$

(1)
(1)
$

552

LG&E
700

$

(7)
(4)
$

689

KU
322

$

388

(1)
(1)
$

(6)
(3)

320

$

334

$

379

2019 Three Months
PPL
Operating Revenues (a)
Revenues derived from:
Alternative revenue programs (b)
Other (c)

$

Revenues from Contracts with Customers

$

PPL Electric
1,803

$

(20)
(10)
1,773

LKE

521

$

(2)
(2)
$

517

LG&E
732

$

(18)
(6)
$

708

KU
406

(3)
(3)
$

(15)
(3)

328

$

729

$

388

2020 Six Months
PPL
Operating Revenues (a)
Revenues derived from:
Alternative revenue programs (b)
Other (c)

$

Revenues from Contracts with Customers

$

PPL Electric
3,793

$

(11)
(17)
3,765

LKE

1,162

$

(1)
(3)
$

1,158

LG&E
1,525

$

(10)
(10)
$

1,505

KU
820

(4)
(4)
$

(6)
(6)

721

$

744

$

808

2019 Six Months
PPL
Operating Revenues (a)
Revenues derived from:
Alternative revenue programs (b)
Other (c)

$

Revenues from Contracts with Customers

$

(a)
(b)
(c)

PPL Electric
3,882

$

(26)
(19)
3,837

LKE

1,166

$

(6)
(5)
$

1,155

LG&E
1,577

$

(20)
(10)
$

1,547

KU

(5)
(4)
$

735

856
(15)
(6)

$

835

PPL includes $476 million and $1,090 million for the three and six months ended June 30, 2020 and $541 million and $1,124 million for the three and six months ended June 30, 2019 of revenues from external customers reported by the U.K.
Regulated segment. PPL Electric and LKE represent revenues from external customers reported by the Pennsylvania Regulated and Kentucky Regulated segments. See Note 3 for additional information.
Alternative revenue programs include the transmission formula rate for PPL Electric, the ECR and DSM programs for LG&E and KU, the GLT program for LG&E, and the generation formula rate for KU. This line item shows the over/under
collection of these rate mechanisms with over-collections of revenue shown as positive amounts in the table above and under-collections shown as negative amounts.
Represents additional revenues outside the scope of revenues from contracts with customers, such as lease and other miscellaneous revenues.

37

Table of Contents
The following tables show revenues from contracts with customers disaggregated by customer class for the periods ended June 30.
2020 Three Months
PPL (d)
Licensed energy suppliers (a)
Residential
Commercial
Industrial
Other (b)
Wholesale - municipality
Wholesale - other (c)
Transmission
Revenues from Contracts with Customers

PPL Electric (d)

LKE

LG&E

KU

$

449
583
274
134
108
3
9
164

$

—
290
74
12
12
—
—
164

$

—
293
200
122
62
3
9
—

$

—
149
100
38
28
—
5
—

$

—
144
100
84
34
3
14
—

$

1,724

$

552

$

689

$

320

$

379

2019 Three Months
PPL
Licensed energy suppliers (a)
Residential
Commercial
Industrial
Other (b)
Wholesale - municipality
Wholesale - other (c)
Transmission
Revenues from Contracts with Customers

PPL Electric

LKE

LG&E

KU

$

510
572
302
156
117
4
11
101

$

—
301
87
15
13
—
—
101

$

—
271
215
141
66
4
11
—

$

—
138
108
43
29
—
10
—

$

—
133
107
98
37
4
9
—

$

1,773

$

517

$

708

$

328

$

388

2020 Six Months
PPL (d)
Licensed energy suppliers (a)
Residential
Commercial
Industrial
Other (b)
Wholesale - municipality
Wholesale - other (c)
Transmission
Revenues from Contracts with Customers

PPL Electric (d)

LKE

LG&E

KU

$

1,032
1,297
586
278
224
8
17
323

$

—
634
155
20
26
—
—
323

$

—
663
431
258
128
8
17
—

$

—
336
224
83
56
—
22
—

$

—
327
207
175
72
8
19
—

$

3,765

$

1,158

$

1,505

$

721

$

808

2019 Six Months
PPL
Licensed energy suppliers (a)
Residential
Commercial
Industrial
Other (b)
Wholesale - municipality
Wholesale - other (c)
Transmission
Revenues from Contracts with Customers
(a)
(b)
(c)

PPL Electric

LKE

LG&E

KU

$

1,066
1,350
621
306
232
32
24
206

$

—
708
182
32
27
—
—
206

$

—
642
439
274
136
32
24
—

$

—
327
229
87
62
—
30
—

$

—
315
210
187
74
32
17
—

$

3,837

$

1,155

$

1,547

$

735

$

835

Represents customers of WPD.
Primarily includes revenues from pole attachments, street lighting, other public authorities and other non-core businesses.
Includes wholesale power and transmission revenues. LG&E and KU amounts include intercompany power sales and transmission revenues, which are eliminated upon consolidation at LKE.
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(d)

In the fourth quarter of 2019, management deemed it appropriate to present the revenue offset associated with network integration transmission service (NITS) as distribution revenue rather than transmission revenue.

As discussed in Note 2 in PPL's 2019 Form 10-K, PPL segments its business by geographic location. Revenues from external customers for each segment/geographic location are reconciled to
revenues from contracts with customers in the footnotes to the tables above. PPL Electric's revenues from contracts with customers are further disaggregated by distribution and transmission, which
were $388 million and $164 million for the three months ended June 30, 2020 and $835 million and $323 million for the six months ended June 30, 2020. PPL Electric's revenue from contracts with
customers disaggregated by distribution and transmission were $416 million and $101 million for the three months ended June 30, 2019 and $949 million and $206 million for the six months ended
June 30, 2019.
Contract receivables from customers are primarily included in "Accounts receivable - Customer" and "Unbilled revenues" on the Balance Sheets.
The following table shows the accounts receivable and unbilled revenues balances that were impaired for the periods ended June 30.
Three Months
2020
PPL
PPL Electric
LKE
LG&E
KU

$

Six Months
2019

7
5
1
—
1

$

2020
2
—
1
—
1

$

2019
15
9
3
1
2

$

11
6
3
1
2

The following table shows the balances and certain activity of contract liabilities resulting from contracts with customers.
PPL

PPL Electric

Contract liabilities at December 31, 2019
$
Contract liabilities at June 30, 2020
Revenue recognized during the six months ended June 30, 2020 that was included in the contract liability
balance at December 31, 2019

44
37

$

28

Contract liabilities at December 31, 2018
$
Contract liabilities at June 30, 2019
Revenue recognized during the six months ended June 30, 2019 that was included in the contract liability
balance at December 31, 2018

42
47
29

LKE
21
16

$

9
$

23
22
11

LG&E
9
9

$

9
$

9
9
9

KU
5
4

$

5
$

5
5

4
5
4

$

5

4
4
4

Contract liabilities result from recording contractual billings in advance for customer attachments to the Registrants' infrastructure and payments received in excess of revenues earned to date.
Advanced billings for customer attachments are recognized as revenue ratably over the billing period. Payments received in excess of revenues earned to date are recognized as revenue as services are
delivered in subsequent periods.
At June 30, 2020, PPL had $30 million of performance obligations attributable to Corporate and Other that have not been satisfied. Of this amount, PPL expects to recognize approximately $29
million within the next 12 months.
5. Earnings Per Share
(PPL)
Basic EPS is computed by dividing income available to PPL common shareowners by the weighted-average number of common shares outstanding during the applicable period. Diluted EPS is
computed by dividing income available to PPL common shareowners by the weighted-average number of common shares outstanding, increased by incremental shares that would be outstanding if
potentially dilutive non-participating securities were converted to common shares as calculated using the Treasury Stock Method. Incremental non-participating securities that have a dilutive impact
are detailed in the table below. These dilutive securities include the PPL common stock forward sale agreements, which were settled in 2019. The forward sale agreements were dilutive under the
Treasury Stock Method to the extent the average stock price of PPL's common shares exceeded the forward sale price prescribed in the agreements.
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Reconciliations of the amounts of income and shares of PPL common stock (in thousands) for the periods ended June 30 used in the EPS calculation are:
Three Months
2020

Six Months
2019

2020

2019

Income (Numerator)
Net income
Less amounts allocated to participating securities

$

344
1

$

441
1

$

898
1

$

907
1

Net income available to PPL common shareowners - Basic and Diluted

$

343

$

440

$

897

$

906

Shares of Common Stock (Denominator)
Weighted-average shares - Basic EPS
Add incremental non-participating securities:
Share-based payment awards
Forward sale agreements
Weighted-average shares - Diluted EPS

768,768

721,785

768,358

721,406

640
—

897
8,233

715
—

960
8,070

769,408

730,915

769,073

730,436

Basic EPS
Net Income available to PPL common shareowners

$

0.45

$

0.61

$

1.17

$

1.26

Diluted EPS
Net Income available to PPL common shareowners

$

0.45

$

0.60

$

1.17

$

1.24

For the periods ended June 30, PPL issued common stock related to stock-based compensation plans and the DRIP as follows (in thousands):
Three Months
2020
Stock-based compensation plans
DRIP

Six Months
2019

9
509

2020
52
417

2019
607
943

642
875

For the periods ended June 30, the following shares (in thousands) were excluded from the computations of diluted EPS because the effect would have been antidilutive.
Three Months
2020
Stock-based compensation awards

Six Months
2019

1,170

2020
—

2019
710

—

6. Income Taxes
Reconciliations of income tax expense (benefit) for the periods ended June 30 are as follows.
(PPL)
Three Months
2020
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

Increase (decrease) due to:
State income taxes, net of federal income tax benefit
Valuation allowance adjustments (a)
Impact of lower U.K. income tax rates
Amortization of excess deferred federal and state income taxes
Interest benefit on U.K. financing entities
Kentucky recycling credit, net of federal income tax expense (a)
Other

88

$

11
7
(9)
(12)
(3)
—
(8)

Total increase (decrease)

40

74

2020
110

$

8
7
(6)
(10)
(3)
(20)
(2)

(14)
$

Total income tax expense (benefit)

Six Months
2019

84

$

24
13
(20)
(23)
(5)
—
(9)

(26)
$

2019
234

21
14
(14)
(21)
(6)
(20)
1

(20)
$

214

235

(25)
$

210
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(a) During the second quarter of 2019, LKE recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a result, qualify for a Kentucky recycling credit. The
applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky. A portion of this amount has been reserved due to insufficient Kentucky taxable income projected at LKE.

(PPL Electric)
Three Months
2020
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

33

Increase (decrease) due to:
State income taxes, net of federal income tax benefit
Depreciation and other items not normalized
Amortization of excess deferred federal and state income taxes
Other

Six Months
2019

$

26

12
(2)
(5)
2

Total increase (decrease)

40

$

32

$

61

25
(4)
(8)
1

6
$

2019
67

10
(1)
(4)
1

7
$

Total income tax expense (benefit)

2020

23
(3)
(8)
1

14
$

81

13
$

74

(LKE)
Three Months
2020
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

21

Increase (decrease) due to:
State income taxes, net of federal income tax benefit
Valuation allowance adjustments (a)
Amortization of excess deferred federal and state income taxes
Kentucky recycling credit, net of federal income tax expense (a)
Other

$

Total increase (decrease)

17

$

3

$

56

11
—
(13)
—
(3)

(20)
$

2019
56

4
3
(6)
(20)
(1)

(4)
$

2020
23

4
—
(6)
—
(2)

Total income tax expense (benefit)
(a)

Six Months
2019

10
3
(12)
(20)
(2)

(5)
$

51

(21)
$

35

During the second quarter of 2019, LKE recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a result, qualify for a Kentucky recycling credit. The
applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky. A portion of this amount has been reserved due to insufficient Kentucky taxable income projected at LKE.

(LG&E)
Three Months
2020
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

Increase (decrease) due to:
State income taxes, net of federal income tax benefit
Valuation allowance adjustments (a)
Amortization of excess deferred federal and state income taxes
Kentucky recycling credit, net of federal income tax expense (a)
Other
Total increase (decrease)

(a)

12

$

2
—
(2)
—
—
12

2020
12

$

2
15
(2)
(15)
—

—
$

Total income tax expense (benefit)

Six Months
2019

12

$

6
—
(5)
—
(2)

—
$

2019
32

5
15
(5)
(15)
—

(1)
$

31

29

—
$

29

During the second quarter of 2019, LG&E recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a result, qualify for a Kentucky recycling credit. The
applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky. This amount has been reserved due to insufficient Kentucky taxable income projected at LG&E.
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(KU)
Three Months
2020
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

13

Increase (decrease) due to:
State income taxes, net of federal income tax benefit
Valuation allowance adjustments (a)
Amortization of excess deferred federal and state income taxes
Kentucky recycling credit, net of federal income tax expense (a)
Other

Six Months
2019

$

16

3
—
(4)
—
(1)

Total increase (decrease)

$

$

14

$

37

6
—
(8)
—
(1)

(2)

11

2019
34

3
5
(4)
(5)
(1)

(2)
$

Total income tax expense (benefit)

2020

7
5
(7)
(5)
(1)

(3)
$

31

(1)
$

36

(a) During the second quarter of 2019, KU recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a result, qualify for a Kentucky recycling credit. The
applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky. This amount has been reserved due to insufficient Kentucky taxable income projected at KU.

Other
U.K. Corporation Tax Rate Change (PPL)
The U.K. corporation tax rate was scheduled to be reduced from 19% to 17%, effective April 1, 2020. On March 11, 2020, the U.K. Finance Act 2020 included a cancellation of the tax rate reduction
to 17%, thereby maintaining the corporation tax rate at 19% for financial years 2020 and 2021. The Finance Act 2020 was formally enacted on July 22, 2020. The impact of the cancellation of the
corporate tax rate reduction will result in an increase in deferred tax liabilities and a corresponding deferred tax expense of approximately $100 million to $110 million, which will be recorded in the
third quarter of 2020.
2020 TCJA Regulatory Update (All Registrants)
In July 2020, the IRS issued final and new proposed regulations relating to limitations on interest deductibility for tax purposes. The final regulations are expected to apply to the Registrants for 2020,
while the proposed regulations will apply in the year in which the regulations are issued in final form, which is expected to be in 2021. The Registrants are evaluating the final and proposed
regulations, but do not expect the regulations to have a material impact on the Registrants’ financial condition or results of operations.
7. Utility Rate Regulation
(All Registrants)
The following table provides information about the regulatory assets and liabilities of cost-based rate-regulated utility operations.
PPL
June 30,
2020
Current Regulatory Assets:
Plant outage costs
Gas supply clause
Smart meter rider
Transmission formula rate
Transmission service charge
Other
Total current regulatory assets (a)
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PPL Electric
December 31,
2019

June 30,
2020

December 31,
2019

$

41
4
17
4
10
6

$

32
8
13
3
10
1

$

—
—
17
4
10
—

$

—
—
13
3
10
—

$

82

$

67

$

31

$

26
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PPL
June 30,
2020
Noncurrent Regulatory Assets:
Defined benefit plans
Storm costs
Unamortized loss on debt
Interest rate swaps
Terminated interest rate swaps
Accumulated cost of removal of utility plant
AROs
Act 129 compliance rider
Other
Total noncurrent regulatory assets

PPL Electric
December 31,
2019

June 30,
2020

$

779
31
35
28
78
230
287
—
4

$

800
39
41
22
81
220
279
6
4

$

452
11
13
—
—
230
—
—
—

$

467
15
18
—
—
220
—
6
—

$

1,472

$

1,492

$

706

$

726

PPL
June 30,
2020
Current Regulatory Liabilities:
Generation supply charge
Environmental cost recovery
Universal service rider
Fuel adjustment clause
TCJA customer refund
Storm damage expense rider

$

Total noncurrent regulatory liabilities

June 30,
2020
23
5
9
8
61
5

$

December 31,
2019
23
—
7
—
28
8

—

$

23
—
9
—
59
5

6
—

4

—
—

$

86

$

115

$

72

$

96

$

643
47
1,722
55
68
4

$

640
51
1,756
51
68
6

$

—
—
572
14
—
—

$

—
—
588
11
—
—

$

2,539

$

2,572

$

586

$

599

LKE
June 30,
2020

Total current regulatory assets

$

6
5

Noncurrent Regulatory Liabilities:
Accumulated cost of removal of utility plant
Power purchase agreement - OVEC
Net deferred taxes
Defined benefit plans
Terminated interest rate swaps
Other

Current Regulatory Assets:
Plant outage costs
Gas supply clause
Other

PPL Electric
December 31,
2019

23
1
7
8
28
8

Act 129 compliance rider
Other
Total current regulatory liabilities

December 31,
2019

LG&E
December 31,
2019

June 30,
2020

KU
December 31,
2019

June 30,
2020

December 31,
2019

$

41
4
6

$

32
8
1

$

14
4
5

$

16
8
1

$

27
—
1

$

16
—
—

$

51

$

41

$

23

$

25

$

28

$

16
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LKE
June 30,
2020
Noncurrent Regulatory Assets:
Defined benefit plans
Storm costs
Unamortized loss on debt
Interest rate swaps
Terminated interest rate swaps
AROs
Other
Total noncurrent regulatory assets

LG&E
December 31,
2019

June 30,
2020

Noncurrent Regulatory Liabilities:
Accumulated cost of removal
of utility plant
Power purchase agreement - OVEC
Net deferred taxes
Defined benefit plans
Terminated interest rate swaps
Other
Total noncurrent regulatory liabilities
(a)

December 31,
2019

327
20
22
28
78
287
4

$

333
24
23
22
81
279
4

$

199
12
13
28
46
79
1

$

206
14
14
22
47
76
1

$

128
8
9
—
32
208
3

$

127
10
9
—
34
203
3

$

766

$

766

$

378

$

380

$

388

$

386

LKE

Total current regulatory liabilities

June 30,
2020

$

June 30,
2020
Current Regulatory Liabilities:
Environmental cost recovery
Demand side management
Fuel adjustment clause
Other

KU
December 31,
2019

LG&E
December 31,
2019

June 30,
2020

KU
December 31,
2019

June 30,
2020

December 31,
2019

$

1
3
8
2

$

5
3
8
3

$

—
1
3
—

$

1
1
—
—

$

1
2
5
2

$

4
2
8
3

$

14

$

19

$

4

$

2

$

10

$

17

$

643
47
1,150
41
68
4

$

640
51
1,168
40
68
6

$

271
33
537
—
34
2

$

266
35
544
—
34
4

$

372
14
613
41
34
2

$

374
16
624
40
34
2

$

1,953

$

1,973

$

877

$

883

$

1,076

$

1,090

For PPL, these amounts are included in "Other current assets" on the Balance Sheets.

Regulatory Matters
Kentucky Activities
ECR Filings (PPL, LKE, LG&E and KU)
On March 31, 2020, LG&E and KU submitted applications to the KPSC for ECR rate treatment regarding upcoming environmental construction projects relating to the EPA's regulations addressing
ELGs. The construction projects are expected to begin in 2020 and continue through 2024 and are estimated to cost approximately $405 million ($153 million at LG&E and $252 million at KU). The
applications request an authorized 9.725% return on equity with respect to LG&E's and KU's ECR mechanisms consistent with the 2018 Kentucky rate cases approved in April 2019. Decisions on the
applications are currently expected in September 2020. LG&E and KU cannot predict the outcome of these proceedings.
Pennsylvania Activities
Act 129 (PPL and PPL Electric)
The Pennsylvania Public Utility Code requires electric distribution companies, including PPL Electric, to act as a DSP, which provides electricity generation supply service to customers pursuant to a
PUC-approved default service procurement plan. A DSP is able to recover the costs associated with its default service procurement plan.
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In March 2020, PPL Electric filed a Petition for Approval of a new default service program and procurement plan with the PUC for the period June 1, 2021 through May 31, 2025. Hearings are
scheduled for August 2020. This proceeding remains pending before the PUC. PPL Electric cannot predict the outcome of this proceeding.
Federal Matters
Challenge to PPL Electric Transmission Formula Rate Return on Equity
(PPL and PPL Electric)
On May 21, 2020, PP&L Industrial Customer Alliance (PPLICA) filed a complaint with the FERC alleging that PPL Electric's base return on equity (ROE) of 11.18% used to determine PPL
Electric's formula transmission rate is unjust and unreasonable, and proposing an alternative ROE of 8.0% based on its interpretation of FERC Opinion No. 569. However, also on May 21, 2020, the
FERC issued Opinion No. 569-A in response to numerous requests for rehearing of Opinion No. 569, which revised the method for analyzing base ROE. On June 10, 2020, PPLICA filed a Motion to
Supplement the May 21, 2020 complaint in which PPLICA continued to allege that PPL Electric’s base ROE is unjust and unreasonable, but revised its analysis of PPL Electric's base ROE to reflect
the guidance provided in Opinion No. 569-A. The amended complaint proposed an updated alternative ROE of 8.5% and also requested that the FERC preserve the original refund effective date as
established by the filing of the original complaint on May 21, 2020. Several parties have filed motions to intervene, including one party who filed Comments in Support of the original complaint.
On July 10, 2020, PPL Electric filed its Answer and supporting Testimony to the PPLICA filings arguing that the FERC should deny the original and amended complaints as they are without merit
and fail to demonstrate the existing base ROE is unjust and unreasonable. In addition, in the event the FERC determines PPL Electric's ROE to be unjust and unreasonable, PPL Electric contends a
refund effective date should be set for no earlier than June 10, 2020 and PPLICA's proposed replacement ROE should be rejected. This proceeding remains pending before the FERC. On July 27,
2020, an intervenor filed a motion for permission to respond and a response to PPL Electric’s Answer contesting the arguments made in that Answer. PPL Electric believes its ROE is just and
reasonable and that it has meritorious defenses against the original and amended complaints. At this time, PPL Electric cannot predict the outcome of this matter or the range of possible losses, if any,
that may be incurred. However, revenue earned from May 21, 2020 through the settlement of this matter may be subject to refund. A change of 50 basis points to the base ROE would impact PPL
Electric's net income by approximately $12 million on an annual basis.
FERC Transmission Rate Filing
(PPL, LKE, LG&E and KU)
In 2018, LG&E and KU applied to the FERC requesting elimination of certain on-going credits to a sub-set of transmission customers relating to the 1998 merger of LG&E's and KU's parent entities
and the 2006 withdrawal of LG&E and KU from the Midcontinent Independent System Operator, Inc. (MISO), a regional transmission operator and energy market. The application sought
termination of LG&E's and KU's commitment to provide certain Kentucky municipalities mitigation for certain horizontal market power concerns arising out of the 1998 LG&E and KU merger and
2006 MISO withdrawal. The amounts at issue are generally waivers or credits granted to a limited number of Kentucky municipalities for either certain LG&E and KU or MISO transmission charges
incurred for transmission service received. Due to the development of robust, accessible energy markets over time, LG&E and KU believe the mitigation commitments are no longer relevant or
appropriate. In March 2019, the FERC granted LG&E's and KU's request to remove the ongoing credits, conditioned upon the implementation by LG&E and KU of a transition mechanism for certain
existing power supply arrangements, subject to FERC review and approval. In July 2019, LG&E and KU proposed their transition mechanism to the FERC and in September 2019, the FERC rejected
the proposed transition mechanism and issued a separate order providing clarifications of certain aspects of the March order. In October 2019, LG&E and KU filed requests for rehearing and
clarification on the two September orders. Certain petitions for review of the FERC's orders have been filed by multiple parties, including LG&E and KU, with the D.C. Circuit Court of Appeals.
LG&E and KU cannot predict the outcome of these proceedings. In February 2020, the D.C. Circuit Court of Appeals issued an order holding the various appeals in abeyance pending the FERC's
rehearing process. LG&E and KU currently receive recovery of waivers and credits provided through other rate mechanisms.
(PPL and PPL Electric)
In April 2020, PPL Electric filed its annual transmission formula rate update with the FERC, reflecting a revised revenue requirement that took effect in June 2020.
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Other
Purchase of Receivables Program (PPL and PPL Electric)
In accordance with a PUC-approved purchase of accounts receivable program, PPL Electric purchases certain accounts receivable from alternative electricity suppliers at a discount, which reflects a
provision for credit losses. The alternative electricity suppliers have no continuing involvement or interest in the purchased accounts receivable. Accounts receivable that are acquired are initially
recorded at fair value on the date of acquisition. During the three and six months ended June 30, 2020, PPL Electric purchased $240 million and $551 million of accounts receivable from alternative
suppliers. During the three and six months ended June 30, 2019, PPL Electric purchased $271 million and $619 million of accounts receivable from alternative suppliers.
8. Financing Activities
Credit Arrangements and Short-term Debt
(All Registrants)
The Registrants maintain credit facilities to enhance liquidity, provide credit support and act as a backstop to commercial paper programs. For reporting purposes, on a consolidated basis, the credit
facilities and commercial paper programs of PPL Electric, LKE, LG&E and KU also apply to PPL and the credit facilities and commercial paper programs of LG&E and KU also apply to LKE. The
amounts listed in the borrowed column below are recorded as "Short-term debt" on the Balance Sheets except for borrowings under PPL Capital Funding's term loan agreement due March 2022,
which are reflected in "Long-term debt" on the Balance Sheets. The following credit facilities were in place at:
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June 30, 2020

Expiration
Date

Capacity

December 31, 2019
Letters of
Credit
and
Commercial
Paper
Issued

Borrowed

Unused
Capacity

Letters of
Credit
and
Commercial
Paper
Issued

Borrowed

PPL
U.K.
WPD plc
Syndicated Credit Facility (a)
WPD (South West)
Syndicated Credit Facility (b)
WPD (South Wales)
Syndicated Credit Facility (c)

Jan. 2023

£

210

£

162

£

—

£

48

£

155

£

—

May 2023

220

—

—

220

40

—

May 2023

125

5

—

120

—

—

WPD (East Midlands)
Syndicated Credit Facility

May 2023

250

—

—

250

—

—

WPD (West Midlands)
Syndicated Credit Facility (d)

May 2023

250

39

—

211

48

—

100

60

4

36

—

Uncommitted Credit Facilities (e)
Total U.K. Credit Facilities (f)

4

£

1,155

£

266

£

4

£

885

£

243

£

4

$

1,450
200
50
50
100
100

$

—
200
—
—
100
100

$

—
—
—
15
—
—

$

1,450
—
50
35
—
—

$

—
—
—
—
—
—

$

450
—
—
15
—
—

$

1,950

$

400

$

15

$

1,535

$

—

$

465

$

650

$

—

$

201

$

449

$

—

$

1

U.S.
PPL Capital Funding (g)
Syndicated Credit Facility
Term Loan Credit Facility
Bilateral Credit Facility
Bilateral Credit Facility
Term Loan Credit Facility
Term Loan Credit Facility

Jan. 2024
Mar. 2021
Mar. 2021
Mar. 2021
Mar. 2021
Mar. 2022

Total PPL Capital Funding Credit Facilities
PPL Electric
Syndicated Credit Facility

Jan. 2024

LG&E
Syndicated Credit Facility

Jan. 2024

Total LG&E Credit Facilities

$

500

$

—

$

—

$

500

$

—

$

238

$

500

$

—

$

—

$

500

$

—

$

238

$

400

$

—

$

—

$

400

$

—

$

150

$

400

$

—

$

—

$

400

$

—

$

150

KU
Syndicated Credit Facility
Total KU Credit Facilities

Jan. 2024

(a) The amounts borrowed at June 30, 2020 and December 31, 2019 were USD-denominated borrowings of $200 million for both periods, which bore interest at 1.00% and 2.52%. The interest rates on the borrowings are equal to one-month USD
LIBOR plus a spread.
(b) The amount borrowed at December 31, 2019 was GBP-denominated borrowings which equated to $51 million and bore interest at 1.09%. The interest rate on the borrowing are equal to one-month GBP LIBOR plus a margin.
(c) The amount borrowed at June 30, 2020 was GBP-denominated borrowing which equated to $6 million and bore interest at 0.60%. The interest rate on the borrowing are equal to one-month GBP LIBOR plus a margin.
(d) The amount borrowed at June 30, 2020 and December 31, 2019 were GBP-denominated borrowings which equated to $48 million and $62 million and bore interest at 0.60% and 1.11%. The interest rates on the borrowings are equal to one-month
GBP LIBOR plus a margin.
(e) The amount borrowed at June 30, 2020 was GBP-denominated borrowings which equated to $74 million and bore interest at 1.35%.
(f) At June 30, 2020, the unused capacity under the U.K. credit facilities was $1.1 billion.
(g) The interest rates on the borrowings are based on one-month LIBOR plus a spread, which resulted in a weighted-average rate of 1.04% at June 30, 2020.
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(PPL)
In March 2020, PPL Capital Funding entered into a $200 million term loan credit facility expiring in March 2021 and borrowed the full principal amount under the facility at an initial interest rate of
1.96%. The applicable interest rate on borrowings fluctuates periodically and is based on LIBOR plus a spread. The proceeds were used to repay short-term debt and for general corporate purposes.
In April 2020, PPL Capital Funding entered into a $100 million term loan credit facility expiring in March 2021 and borrowed the full principal amount under the facility at an initial interest rate of
1.73%. The applicable interest rate on borrowings fluctuates periodically and is based on LIBOR plus a spread. The proceeds were used to repay short-term debt and for general corporate purposes.
PPL has guaranteed PPL Capital Funding's obligations under these credit agreements.
(All Registrants)
PPL, PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund short-term liquidity needs. Commercial paper issuances, included in "Shortterm debt" on the Balance Sheets, are supported by the respective Registrant's credit facilities. The following commercial paper programs were in place at:
June 30, 2020
Weighted Average
Interest Rate
PPL Capital Funding
PPL Electric
LG&E
KU
Total

—%
0.26%
—%
—%

Capacity
$

$

December 31, 2019
Commercial
Paper
Issuances

1,500
650
350
350

$

2,850

$

Unused
Capacity

—
200
—
—

$

200

$

1,500
450
350
350
2,650

Weighted Average
Interest Rate
2.13%

Commercial
Paper
Issuances
$

450
—
238
150

$

838

2.07%
2.02%

(PPL Electric, LKE, LG&E, and KU)
See Note 11 for discussion of intercompany borrowings.
Long-term Debt
(PPL)
In April 2020, PPL Capital Funding entered into a $100 million term loan credit facility expiring in March 2022 and borrowed the full principal amount under the facility at an initial interest rate of
1.72%. The applicable interest rate on borrowings fluctuates periodically and is based on LIBOR plus a spread. The proceeds were used to repay short-term debt and for general corporate purposes.
In April 2020, PPL Capital Funding issued $1 billion of 4.125% Senior Notes due 2030. PPL Capital Funding received proceeds of $993 million, net of a discount and underwriting fees, which were
used to repay short-term debt and for general corporate purposes.
PPL has guaranteed PPL Capital Funding's obligations under the credit agreement and notes.
(PPL and LKE)
In June 2020, LKE issued a notice to redeem its series of $475 million of 3.75% senior notes due November 2020 on August 15, 2020.
(PPL, LKE and KU)
In June 2020, KU issued $500 million of 3.30% First Mortgage Bonds due 2050. KU received proceeds of $493 million, net of discounts and underwriting fees, which were initially used to repay
short-term debt and for other general corporate purposes, pending application to the redemption of KU’s 3.25% First Mortgage Bonds in August 2020.

48

Table of Contents

In August 2020, KU redeemed $500 million of 3.25% First Mortgage Bonds due November 2020.
Equity Securities
ATM Program
In February 2018, PPL entered into an equity distribution agreement, pursuant to which PPL may sell, from time to time, up to an aggregate of $1.0 billion of its common stock through an at-themarket offering program, including a forward sales component. The compensation paid to the selling agents by PPL may be up to 2% of the gross offering proceeds of the shares. There were no
issuances under the ATM program for the six months ended June 30, 2020.
Distributions
In May 2020, PPL declared a quarterly common stock dividend, payable July 1, 2020, of 41.50 cents per share (equivalent to $1.66 per annum). Future dividends, declared at the discretion of the
Board of Directors, will depend upon future earnings, cash flows, financial and legal requirements and other factors.
9. Defined Benefits
(PPL, LKE and LG&E)
Certain net periodic defined benefit costs are applied to accounts that are further distributed among capital, expense, regulatory assets and regulatory liabilities, including certain costs allocated to
applicable subsidiaries for plans sponsored by PPL Services and LKE. Following are the net periodic defined benefit costs (credits) of the plans sponsored by PPL and its subsidiaries, LKE, and
LG&E for the periods ended June 30:
Pension Benefits
Three Months

Six Months

U.S.
2020
PPL
Service cost
Interest cost
Expected return on plan assets
Amortization of:

$

Prior service cost
Actuarial loss
Net periodic defined benefit costs (credits) before
settlements
Settlements
Net periodic defined benefit costs (credits)

$

U.K.
2019

15
36
(63)

$

2020
12
41
(61)

$

U.S.
2019

21
35
(151)

$

2020
17
48
(150)

$

U.K.
2019

28
74
(123)

$

2020
25
82
(122)

$

2019
44
71
(309)

$

34
95
(298)

2
24

2
14

—
52

—

4
44

4
27

—
106

—

23

14
—

8
—

(43)
—

(62)
—

27
—

16
1

(88)
—

(122)
—

14

$

8

$

(43)

$

(62)

$

27

$

17

$

47

(88)

$

(122)

Pension Benefits
Three Months
2020
LKE
Service cost
Interest cost
Expected return on plan assets
Amortization of:
Prior service cost
Actuarial loss (a)

$

7
13
(26)

$

2
10
$

Net periodic defined benefit costs
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Six Months
2019

6

2020
5
17
(26)

$

2
6
$

4

2019
12
29
(50)

$

4
19
$

14

11
33
(51)
4
10

$

7

Table of Contents
(a) As a result of treatment approved by the KPSC, the difference between actuarial loss calculated in accordance with LKE's accounting policy and actuarial loss calculated using a 15-year amortization period was $3 million and $6 million for the
three and six months ended June 30, 2020 and $1 million for the three and six months ended June 30, 2019. This difference is recorded as a regulatory asset.
Pension Benefits

LG&E
Service cost
Interest cost
Expected return on plan assets
Amortization of:
Prior service cost
Actuarial loss

Three Months

Six Months

2019 (a)

2019 (a)

$

1
3
(5)

$

1
6
(11)

2
1
$

Net periodic defined benefit costs

3
3

2

$

2

(a) The pension plans sponsored by LKE and LG&E were merged effective January 1, 2020 into the LG&E and KU Pension Plan, sponsored by LKE.
Other Postretirement Benefits
Three Months
2020
PPL
Service cost
Interest cost
Expected return on plan assets
Amortization of prior service cost
Net periodic defined benefit costs
LKE
Service cost
Interest cost
Expected return on plan assets
Amortization of:
Prior service cost
Actuarial gain

Six Months
2019

2019

$

1
5
(6)
1

$

1
5
(4)
—

$

3
10
(11)
1

$

2
11
(9)
—

$

1

$

2

$

3

$

4

$

1
2
(3)

$

1
2
(2)

$

2
4
(5)

$

2
4
(4)

—
—
$

Net periodic defined benefit costs

2020

—

1
(1)
$

1

—
—
$

1

1
(1)
$

2

(PPL Electric, LG&E and KU)
PPL Electric is allocated costs of defined benefit plans sponsored by PPL Services and LG&E and KU are allocated costs of defined benefit plans sponsored by LKE. LG&E and KU are also
allocated costs of defined benefit plans from LKS for defined benefit plans sponsored by LKE. See Note 11 for additional information on costs allocated to LG&E and KU from LKS. These
allocations are based on participation in those plans, which management believes are reasonable. For the periods ended June 30, PPL Services allocated the following net periodic defined benefit
costs to PPL Electric, and LKE allocated the following net periodic defined benefit costs to LG&E and KU:
Three Months
2020
PPL Electric
LG&E (a)
KU

$

3
2
—

$

(a) Allocations to LG&E increased in 2020 primarily due to the merger of plans sponsored by LKE and LG&E effective January 1, 2020 into the LG&E and KU Pension Plan.
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Six Months
2019

2020
2
1
—

$

2019
6
5
1

$

5
2
—
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(All Registrants)
The non-service cost components of net periodic defined benefit costs (credits) (interest cost, expected return on plan assets, amortization of prior service cost and amortization of actuarial gain and
loss) are presented in "Other Income (Expense) - net" on the Statements of Income. See Note 12 for additional information.
10. Commitments and Contingencies
Legal Matters
(All Registrants)
PPL and its subsidiaries are involved in legal proceedings, claims and litigation in the ordinary course of business. PPL and its subsidiaries cannot predict the outcome of such matters, or whether
such matters may result in material liabilities, unless otherwise noted.
Talen Litigation (PPL)
Background
In September 2013, one of PPL's former subsidiaries, PPL Montana entered into an agreement to sell its hydroelectric generating facilities. In June 2014, PPL and PPL Energy Supply, the parent
company of PPL Montana, entered into various definitive agreements with affiliates of Riverstone to spin off PPL Energy Supply and ultimately combine it with Riverstone's competitive power
generation businesses to form a stand-alone company named Talen Energy. In November 2014, after executing the spinoff agreements but prior to the closing of the spinoff transaction, PPL Montana
closed the sale of its hydroelectric generating facilities. Subsequently, on June 1, 2015, the spinoff of PPL Energy Supply was completed. Following the spinoff transaction, PPL had no continuing
ownership interest in or control of PPL Energy Supply. In connection with the spinoff transaction, PPL Montana became Talen Montana, LLC (Talen Montana), a subsidiary of Talen Energy. Talen
Energy Marketing also became a subsidiary of Talen Energy as a result of the June 2015 spinoff of PPL Energy Supply. Talen Energy has owned and operated both Talen Montana and Talen Energy
Marketing since the spinoff. At the time of the spinoff, affiliates of Riverstone acquired a 35% ownership interest in Talen Energy. Riverstone subsequently acquired the remaining interests in Talen
Energy in a take private transaction in December 2016.
Talen Montana Retirement Plan and Talen Energy Marketing, LLC, Individually and on Behalf of All Others Similarly Situated v. PPL Corporation et al.
On October 29, 2018, Talen Montana Retirement Plan and Talen Energy Marketing filed a putative class action complaint on behalf of current and contingent creditors of Talen Montana who
allegedly suffered harm or allegedly will suffer reasonably foreseeable harm as a result of a November 2014 distribution of proceeds from the sale of then-PPL Montana's hydroelectric generating
facilities. The action was filed in the Sixteenth Judicial District of the State of Montana, Rosebud County, against PPL and certain of its affiliates and current and former officers and directors (Talen
Putative Class Action). Plaintiff asserts claims for, among other things, fraudulent transfer, both actual and constructive; recovery against subsequent transferees; civil conspiracy; aiding and abetting
tortious conduct; and unjust enrichment. Plaintiff is seeking avoidance of the purportedly fraudulent transfer, unspecified damages, including punitive damages, the imposition of a constructive trust,
and other relief. In December 2018, PPL removed the Talen Putative Class Action from the Sixteenth Judicial District of the State of Montana to the United States District Court for the District of
Montana, Billings Division (MT Federal Court). In January 2019, the plaintiff moved to remand the Talen Putative Class Action back to state court, and dismissed without prejudice all current and
former PPL Corporation directors from the case. In September 2019, the MT Federal Court granted plaintiff's motion to remand the case back to state court. Although, the PPL defendants petitioned
the Ninth Circuit Court of Appeals to grant an appeal of the remand decision, in November 2019, the Ninth Circuit Court of Appeals denied that request and in December 2019, Talen Montana
Retirement Plan filed a Second Amended Complaint in the Sixteenth Judicial District of the State of Montana, Rosebud County, which removed Talen Energy Marketing as a plaintiff. In January
2020, PPL defendants filed a motion to dismiss the Second Amended Complaint. The Court held a hearing on June 24, 2020 regarding the motion to dismiss. PPL cannot predict the Court's decision.

51

Table of Contents

PPL Corporation et al. vs. Riverstone Holdings LLC, Talen Energy Corporation et al.
On November 30, 2018, PPL, certain PPL affiliates, and certain current and former officers and directors (PPL plaintiffs) filed a complaint in the Court of Chancery of the State of Delaware seeking
various forms of relief against Riverstone, Talen Energy and certain of their affiliates (Delaware Action), in response to and as part of the defense strategy for an action filed by Talen Montana, LLC
(the Talen Direct Action, since dismissed) and the Talen Putative Class Action described above (together, the Montana Actions) originally filed in Montana state court in October 2018. In the
complaint, the PPL plaintiffs ask the Delaware Court of Chancery for declaratory and injunctive relief. This includes a declaratory judgment that, under the separation agreement governing the
spinoff of PPL Energy Supply, all related claims that arise must be heard in Delaware; that the statute of limitations in Delaware and the spinoff agreement bar these claims at this time; that PPL is not
liable for the claims in either the Talen Direct Action or the Talen Putative Class Action as PPL Montana was solvent at all relevant times; and that the separation agreement requires that Talen
Energy indemnify PPL for all losses arising from the debts of Talen Montana, among other things. PPL's complaint also seeks damages against Riverstone for interfering with the separation
agreement and against Riverstone affiliates for breach of the implied covenant of good faith and fair dealing. The complaint was subsequently amended on January 11, 2019 and March 20, 2019, to
include, among other things, claims related to indemnification with respect to the Montana Actions, request a declaration that the Montana Actions are time-barred under the spinoff agreements, and
allege additional facts to support the tortious interference claim. In April 2019, the defendants filed motions to dismiss the amended complaint. In July 2019, the Court heard oral arguments from the
parties regarding the motions to dismiss, and in October 2019, the Delaware Court of Chancery issued an opinion sustaining all of the PPL plaintiffs' claims except for the claim for breach of implied
covenant of good faith and fair dealing. As a result of the dismissal of the Talen Direct Action in December 2019, in January 2020, Talen Energy filed a new motion to dismiss five of the remaining
eight claims in the amended complaint. The Court heard oral argument on the motion to dismiss on May 28, 2020, and on June 22, 2020, issued an opinion denying the motion in its entirety.
Discovery is proceeding, and a trial has been scheduled for June 2021.
With respect to each of the Talen-related matters described above, PPL believes that the 2014 distribution of proceeds was made in compliance with all applicable laws and that PPL Montana was
solvent at all relevant times. Additionally, the agreements entered into in connection with the spinoff, which PPL and affiliates of Talen Energy and Riverstone negotiated and executed prior to the
2014 distribution, directly address the treatment of the proceeds from the sale of PPL Montana's hydroelectric generating facilities; in those agreements, Talen Energy and Riverstone definitively
agreed that PPL was entitled to retain the proceeds.
PPL believes that it has meritorious defenses to the claims made in the Talen Putative Class Action and intends to continue to vigorously defend against this action. The Talen Putative Class Action
and the Delaware Action are both in early stages of litigation; at this time, PPL cannot predict the outcome of these matters or estimate the range of possible losses, if any, that PPL might incur as a
result of the claims, although they could be material.
(PPL, LKE and LG&E)
Cane Run Environmental Claims
In December 2013, six residents, on behalf of themselves and others similarly situated, filed a class action complaint against LG&E and PPL in the U.S. District Court for the Western District of
Kentucky (U.S. District Court) alleging violations of the Clean Air Act, RCRA, and common law claims of nuisance, trespass and negligence. In July 2014, the U.S. District Court
dismissed the RCRA claims and all but one Clean Air Act claim, but declined to dismiss the common law tort claims. In February 2017, the U.S. District Court dismissed PPL as a defendant and
dismissed the final federal claim against LG&E, and in April 2017, issued an Order declining to exercise supplemental jurisdiction on the state law claims dismissing the case in its entirety. In June
2017, the plaintiffs filed a class action complaint in Jefferson County, Kentucky Circuit Court, against LG&E alleging state law nuisance, negligence and trespass tort claims. The plaintiffs seek
compensatory and punitive damages for alleged property damage due to purported plant emissions on behalf of a class of residents within one to three miles of the plant. On January 8, 2020, the
Jefferson Circuit Court issued an order denying the plaintiffs’ request for class certification. On January 14, 2020, the plaintiffs filed a notice of appeal in the Kentucky Court of Appeals. PPL, LKE
and LG&E cannot predict the outcome of this matter and an estimate or range of possible losses cannot be determined.
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(PPL, LKE and KU)
E.W. Brown Environmental Claims
In July 2017, the Kentucky Waterways Alliance and the Sierra Club filed a citizen suit complaint against KU in the U.S. District Court for the Eastern District of Kentucky (U.S. District Court)
alleging discharges at the E.W. Brown plant in violation of the Clean Water Act and the plant's water discharge permit, and alleging contamination that may present an imminent and substantial
endangerment in violation of the RCRA. The plaintiffs' suit relates to prior notices of intent to file a citizen suit submitted in October and November 2015 and October 2016. These plaintiffs sought
injunctive relief ordering KU to take all actions necessary to comply with the Clean Water Act and RCRA, including ceasing the discharges in question, abating effects associated with prior
discharges and eliminating the alleged imminent and substantial endangerment. These plaintiffs also sought assessment of civil penalties and an award of litigation costs and attorney fees. In
December 2017, the U.S. District Court issued an Order dismissing the Clean Water Act and RCRA complaints against KU in their entirety. In January 2018, the plaintiffs appealed the dismissal
Order to the U.S. Court of Appeals for the Sixth Circuit. In September 2018, the U.S. Court of Appeals for the Sixth Circuit issued its ruling affirming the lower court's decision to dismiss the Clean
Water Act claims but reversing its dismissal of the RCRA claims against KU and remanding the latter to the U.S. District Court. In October 2018, KU filed a petition for rehearing to the U.S. Court of
Appeals for the Sixth Circuit regarding the RCRA claims. In November 2018, the U.S. Court of Appeals for the Sixth Circuit denied KU's petition for rehearing regarding the RCRA claims. In
January 2019, KU filed an answer to plaintiffs’ complaint in the U.S. District Court. A trial has been scheduled to begin in February 2021. PPL, LKE and KU cannot predict the outcome of these
matters and an estimate or range of possible losses cannot be determined.
KU is undertaking extensive remedial measures at the E.W. Brown plant including work preparing for closure of the former ash pond, implementation of a groundwater remedial action plan and
performance of a corrective action plan including aquatic study of adjacent surface waters and risk assessment. The aquatic study and risk assessment are being undertaken pursuant to a 2017 agreed
Order with the Kentucky Energy and Environment Cabinet (KEEC). KU conducted sampling of Herrington Lake in 2017 and 2018. In June 2019, KU submitted to the KEEC the required aquatic
study and risk assessment, conducted by an independent third-party consultant, finding that discharges from the E.W. Brown plant have not had any significant impact on Herrington Lake and that the
water in the lake is safe for recreational use and meets safe drinking water standards. However, until the KEEC assesses the study and issues any regulatory determinations, PPL, LKE and KU are
unable to determine whether additional remedial measures will be required at the E.W. Brown plant.
Air
Sulfuric Acid Mist Emissions (PPL, LKE and LG&E)
In June 2016, the EPA issued a notice of violation under the Clean Air Act alleging that LG&E violated applicable rules relating to sulfuric acid mist emissions at its Mill Creek plant. The notice
alleges failure to install proper controls, failure to operate the facility consistent with good air pollution control practice, and causing emissions exceeding applicable requirements or constituting a
nuisance or endangerment. LG&E believes it has complied with applicable regulations during the relevant time period. On July 31, 2020, the U.S. Department of Justice filed a complaint in the U.S.
District Court for the Western District of Kentucky alleging violations specified in the EPA notice of violation and seeking civil penalties and injunctive relief. PPL, LKE and LG&E are unable to
predict the outcome of this matter or the potential impact on operations of the Mill Creek plant, including increased capital or operating costs, and potential civil penalties or remedial measures, if
any. An estimate or range of possible losses cannot be determined.
Water/Waste
(PPL, LKE, LG&E and KU)
ELGs
In 2015, the EPA finalized ELGs for wastewater discharge permits for new and existing steam electricity generating facilities. These guidelines require deployment of additional control technologies
providing physical, chemical and biological treatment and mandate operational changes including "no discharge" requirements for certain wastewaters. The implementation date for individual
generating stations was to be determined by the states on a case-by-case basis according to criteria provided by the EPA. Legal challenges to the final rule were consolidated before the U.S. Court of
Appeals for the Fifth Circuit. In April 2017, the EPA announced that it would grant petitions for reconsideration of the rule. In September 2017, the EPA issued a rule to
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postpone the compliance date for certain requirements. On November 22, 2019, the EPA issued proposed revisions to its best available technology standards for certain wastewaters. The EPA has
indicated that it expects to complete its reconsideration of best available technology standards by the fall of 2020. Upon completion of the ongoing regulatory proceedings, the rule will be
implemented by the states in the course of their normal permitting activities. LG&E and KU are developing responsive compliance strategies and schedules. PPL, LKE, LG&E and KU are unable to
predict the outcome of the EPA's pending reconsideration of the rule or fully estimate compliance costs or timing. Additionally, certain aspects of these compliance plans and estimates relate to
developments in state water quality standards, which are separate from the ELG rule or its implementation. Costs to comply with ELGs or other discharge limits are expected to be significant. Certain
costs are included in the Registrants' capital plans and are subject to rate recovery. See Note 7 for additional information regarding LG&E’s and KU’s applications for ECR rate treatment of
construction costs relating to regulations addressing ELGs.
CCRs
In 2015, the EPA issued a final rule governing management of CCRs which include fly ash, bottom ash and sulfur dioxide scrubber wastes. The CCR Rule imposes extensive new requirements for
certain CCR impoundments and landfills, including public notifications, location restrictions, design and operating standards, groundwater monitoring and corrective action requirements, and closure
and post-closure care requirements, and specifies restrictions relating to the beneficial use of CCRs. Legal challenges to the final rule are pending before the D.C. Circuit Court of Appeals. In July
2018, the EPA issued a final rule extending the deadline for closure of certain impoundments and adopting other substantive changes. In August 2018, the D.C. Circuit Court of Appeals vacated and
remanded portions of the CCR Rule. In December 2019, the EPA addressed the deficiencies identified by the court and proposed amendments to change the closure deadline. In July 2020, the EPA
issued a final rule extending the closure deadline to April 11, 2021, while providing for certain extensions. EPA has announced that additional amendments to the rule are planned. PPL, LKE, LG&E
and KU are unable to predict the outcome of the ongoing litigation and rulemaking or potential impacts on current LG&E and KU compliance plans. The Registrants are currently finalizing closure
plans and schedules.
In January 2017, Kentucky issued a new state rule relating to CCR management, effective May 2017, aimed at reflecting the requirements of the federal CCR rule. As a result of a subsequent legal
challenge, in January 2018, the Franklin County, Kentucky Circuit Court issued an opinion invalidating certain procedural elements of the rule. LG&E and KU presently operate their facilities under
continuing permits authorized under the former program and do not currently anticipate material impacts as a result of the judicial ruling. The Kentucky Energy and Environmental Cabinet has
announced it intends to propose new state rules aimed at addressing procedural deficiencies identified by the court and providing the regulatory framework necessary for operation of the state
program in lieu of the federal CCR Rule. Associated costs are expected to be subject to rate recovery.
LG&E and KU received KPSC approval for a compliance plan providing for the closure of impoundments at the Mill Creek, Trimble County, E.W. Brown, and Ghent stations, and construction of
process water management facilities at those plants. In addition to the foregoing measures required for compliance with the federal CCR rule, KU also received KPSC approval for its plans to close
impoundments at the retired Green River, Pineville and Tyrone plants to comply with applicable state law. Since 2017, LG&E and KU have commenced closure of many of the subject impoundments
and have completed closure of some of their smaller impoundments. LG&E and KU expect to commence closure of the remaining impoundments no later than August 2020. LG&E and KU generally
expect to complete impoundment closures within five years of commencement, although a longer period may be required to complete closure of some facilities. Associated costs are expected to be
subject to rate recovery.
In connection with the final CCR rule, LG&E and KU recorded adjustments to existing AROs beginning in 2015 and continue to record adjustments as required. See Note 15 for additional
information. Further changes to AROs, current capital plans or operating costs may be required as estimates are refined based on closure developments, groundwater monitoring results, and
regulatory or legal proceedings. Costs relating to this rule are subject to rate recovery.
(All Registrants)
Superfund
Other
- - - -and
-- -Remediation
----PPL Electric, LG&E and KU are potentially responsible for investigating and remediating contamination under the federal Superfund program and similar state programs. Actions are under way at
certain sites including former coal gas manufacturing plants in Pennsylvania and Kentucky previously owned or operated by, or currently owned by predecessors or affiliates of, PPL Electric, LG&E
and KU. PPL Electric is potentially responsible for a share of clean-up costs at certain sites including the
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Columbia Gas Plant site and the Brodhead site. Clean-up actions have been or are being undertaken at all of these sites, the costs of which have not been and are not expected to be significant to PPL
Electric.
As of June 30, 2020 and December 31, 2019, PPL Electric had a recorded liability of $10 million representing its best estimate of the probable loss incurred to remediate the sites identified above.
Depending on the outcome of investigations at identified sites where investigations have not begun or been completed, or developments at sites for which information is incomplete, additional costs
of remediation could be incurred. PPL Electric, LG&E and KU lack sufficient information about such additional sites to estimate any potential liability or range of reasonably possible losses, if any,
related to these sites. Such costs, however, are not currently expected to be significant.
The EPA is evaluating the risks associated with polycyclic aromatic hydrocarbons and naphthalene, chemical by-products of coal gas manufacturing. As a result, individual states may establish
stricter standards for water quality and soil cleanup, that could require several PPL subsidiaries to take more extensive assessment and remedial actions at former coal gas manufacturing plants. PPL,
PPL Electric, LKE, LG&E and KU cannot estimate a range of possible losses, if any, related to these matters.
Regulatory Issues (All Registrants)
See Note 7 for information on regulatory matters related to utility rate regulation.
Electricity - Reliability Standards
The NERC is responsible for establishing and enforcing mandatory reliability standards (Reliability Standards) regarding the bulk electric system in North America. The FERC oversees this process
and independently enforces the Reliability Standards.
The Reliability Standards have the force and effect of law and apply to certain users of the bulk electric system, including electric utility companies, generators and marketers. Under the Federal
Power Act, the FERC may assess civil penalties for certain violations.
PPL Electric, LG&E and KU monitor their compliance with the Reliability Standards and self-report or self-log potential violations of applicable reliability requirements whenever identified, and
submit accompanying mitigation plans, as required. The resolution of a small number of potential violations is pending. Penalties incurred to date have not been significant. Any Regional Reliability
Entity determination concerning the resolution of violations of the Reliability Standards remains subject to the approval of the NERC and the FERC.
In the course of implementing their programs to ensure compliance with the Reliability Standards by those PPL affiliates subject to the standards, certain other instances of potential non-compliance
may be identified from time to time. The Registrants cannot predict the outcome of these matters, and an estimate or range of possible losses cannot be determined.
Other
Labor Union Agreements
(LKE and KU)
In August 2020, KU and the United Steelworkers of America ratified a three-year labor agreement through August 2023. The agreement covers approximately 48 employees. The terms of the new
labor agreement are not expected to have a significant impact on the financial results of LKE or KU.
Guarantees and Other Assurances
(All Registrants)
In the normal course of business, the Registrants enter into agreements that provide financial performance assurance to third parties on behalf of certain subsidiaries. Such agreements include, for
example, guarantees, stand-by letters of credit issued by financial institutions and surety bonds issued by insurance companies. These agreements are entered into primarily to support or enhance the
creditworthiness attributed to a subsidiary on a stand-alone basis or to facilitate the commercial activities in which these subsidiaries engage.
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(PPL)
PPL fully and unconditionally guarantees all of the debt securities of PPL Capital Funding.
(All Registrants)
The table below details guarantees provided as of June 30, 2020. "Exposure" represents the estimated maximum potential amount of future payments that could be required to be made under the
guarantee. The probability of expected payment/performance under each of these guarantees is remote except for "WPD guarantee of pension and other obligations of unconsolidated entities," for
which PPL has a total recorded liability of $4 million at June 30, 2020 and $5 million at December 31, 2019. For reporting purposes, on a consolidated basis, all guarantees of PPL Electric, LKE,
LG&E and KU also apply to PPL, and all guarantees of LG&E and KU also apply to LKE.
Exposure at June 30, 2020
PPL
WPD indemnifications for entities in liquidation and sales of assets

$

WPD guarantee of pension and other obligations of unconsolidated entities
LKE
Indemnification of lease termination and other divestitures

10

(a)

77

(b)

200

(c)

Expiration
Date
2022

2021

LG&E and KU
LG&E and KU obligation of shortfall related to OVEC
(a)

(b)
(c)

(d)

(d)

Indemnification to the liquidators and certain others for existing liabilities or expenses or liabilities arising during the liquidation process. The indemnifications are limited to distributions made from the subsidiary to its parent either prior or
subsequent to liquidation or are not explicitly stated in the agreements. The indemnifications generally expire two to seven years subsequent to the date of dissolution of the entities. The exposure noted only includes those cases where the
agreements provide for specific limits.
In connection with their sales of various businesses, WPD and its affiliates have provided the purchasers with indemnifications that are standard for such transactions, including indemnifications for certain pre-existing liabilities and
environmental and tax matters or have agreed to continue their obligations under existing third-party guarantees, either for a set period of time following the transactions or upon the condition that the purchasers make reasonable efforts to
terminate the guarantees. Additionally, WPD and its affiliates remain secondarily responsible for lease payments under certain leases that they have assigned to third parties.
Relates to certain obligations of discontinued or modified electric associations that were guaranteed at the time of privatization by the participating members. Costs are allocated to the members and can be reallocated if an existing member
becomes insolvent. At June 30, 2020, WPD has recorded an estimated discounted liability for which the expected payment/performance is probable. Neither the expiration date nor the maximum amount of potential payments for certain
obligations is explicitly stated in the related agreements, and as a result, the exposure has been estimated.
LKE provides certain indemnifications covering the due and punctual payment, performance and discharge by each party of its respective obligations. The most comprehensive of these guarantees is the LKE guarantee covering operational,
regulatory and environmental commitments and indemnifications made by WKE under a 2009 Transaction Termination Agreement. This guarantee has a term of 12 years ending July 2021, and a maximum exposure of $200 million exclusive
of certain items such as government fines and penalties that may exceed the maximum. Additionally, LKE has indemnified various third parties related to historical obligations for other divested subsidiaries and affiliates. The indemnifications
vary by entity and the maximum exposures range from being capped at the sale price to no specified maximum. LKE could be required to perform on these indemnifications in the event of covered losses or liabilities being claimed by an
indemnified party. LKE cannot predict the ultimate outcomes of the various indemnification scenarios, but does not expect such outcomes to result in significant losses above the amounts recorded.
Pursuant to the OVEC power purchase contract, LG&E and KU are obligated to pay for their share of OVEC's excess debt service, post-retirement and decommissioning costs, as well as any shortfall from amounts included within a demand
charge designed and expected to cover these costs over the term of the contract. LKE's proportionate share of OVEC's outstanding debt was $106 million at June 30, 2020, consisting of LG&E's share of $74 million and KU's share of $32
million. The maximum exposure and the expiration date of these potential obligations are not presently determinable. See "Energy Purchase Commitments" in Note 13 in PPL's, LKE's, LG&E's and KU's 2019 Form 10-K for additional
information on the OVEC power purchase contract.
In March 2018, a sponsor with a 4.85% pro-rata share of OVEC obligations filed for bankruptcy under Chapter 11 and, in August 2018, received a rejection order for the OVEC power purchase contract in the bankruptcy proceeding. OVEC
and other entities challenged the contract rejection, the bankruptcy plan confirmation and regulatory aspects of the plan in various forums. In May 2020, OVEC and the relevant sponsor announced a settlement resolving all disputed matters in
the bankruptcy and other proceedings, including providing that the sponsor will withdraw its request to reject the power purchase agreement. The settlement was implemented in July 2020. Periodically, OVEC and certain of its sponsors,
including LG&E and KU, may consider certain potential additional credit support actions to preserve OVEC's access to credit markets, including establishing or continuing debt reserve accounts or other changes involving OVEC's existing
short and long-term debt.

The Registrants provide other miscellaneous guarantees through contracts entered into in the normal course of business. These guarantees are primarily in the form of indemnification or warranties
related to services or equipment and vary in duration. The amounts of these guarantees often are not explicitly stated, and the overall maximum amount of the obligation under such guarantees cannot
be reasonably estimated. Historically, no significant payments have been made with respect to these types of guarantees and the probability of payment/performance under these guarantees is remote.
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PPL, on behalf of itself and certain of its subsidiaries, maintains insurance that covers liability assumed under contract for bodily injury and property damage. The coverage provides maximum
aggregate coverage of $225 million. This insurance may be applicable to obligations under certain of these contractual arrangements.
Risks and Uncertainties (All Registrants)
The COVID-19 pandemic has disrupted the U.S. and global economies and continues to present extraordinary challenges to businesses, communities, workforces and markets. In the U.S. and
throughout the world, governmental authorities have taken urgent and extensive actions to contain the spread of the virus and mitigate known or foreseeable impacts. In the Registrants’ service
territories, mitigation measures have included quarantines, stay-at-home orders, travel restrictions, reduced operations or closures of businesses, schools and governmental agencies, and legislative or
regulatory actions to address health or other pandemic-related concerns, all of which have the potential to adversely impact the Registrants' business and operations, especially if these measures
remain in effect for a prolonged period of time.
To date, the Registrants have not experienced a significant impact on their business, results of operations, financial condition, liquidity, operations or on their supply chain as a result of COVID-19;
however, the duration and severity of the outbreak and its ultimate effects on the global economy, the financial markets, or the Registrants’ workforce, customers and suppliers are uncertain. A
protracted slowdown of broad sectors of the economy, prolonged or pervasive restrictions on businesses and their workforces, or significant changes in legislation or regulatory policy to address the
COVID-19 pandemic all present significant risks to the Registrants. These or other unpredictable events resulting from the pandemic could further reduce customer demand for electricity and gas,
impact the Registrants’ employees and supply chains, result in an increase in certain costs, delay payments or increase bad debts, or result in changes in the fair value of their assets and liabilities,
which could materially and adversely affect the Registrants’ business, results of operations, financial condition or liquidity.
11. Related Party Transactions
Support Costs (PPL Electric, LKE, LG&E and KU)
PPL Services, PPL EU Services and LKS provide PPL, PPL Electric, LKE, their respective subsidiaries, including LG&E and KU, and each other with administrative, management and support
services. For all services companies, the costs of directly assignable and attributable services are charged to the respective recipients as direct support costs. General costs that cannot be directly
assigned or attributed to a specific entity are allocated and charged to the respective recipients as indirect support costs. PPL Services and PPL EU Services use a three-factor methodology that
includes the applicable recipients' invested capital, operation and maintenance expenses and number of employees to allocate indirect costs. PPL Services may also use a ratio of overall direct and
indirect costs or a weighted average cost ratio. LKS bases its indirect allocations on the subsidiaries' number of employees, total assets, revenues, number of customers and/or other statistical
information. PPL Services, PPL EU Services and LKS charged the following amounts for the periods ended June 30, including amounts applied to accounts that are further distributed between capital
and expense on the books of the recipients, based on methods that are believed to be reasonable.
Three Months
2020
PPL Electric from PPL Services
LKE from PPL Services
PPL Electric from PPL EU Services
LG&E from LKS
KU from LKS

$

Six Months
2019

14
7
41
44
46

$

2020
13
5
37
37
41

$

2019
26
13
82
82
87

$

29
14
74
75
84

In addition to the charges for services noted above, LKS makes payments on behalf of LG&E and KU for fuel purchases and other costs for products or services provided by third parties. LG&E and
KU also provide services to each other and to LKS. Billings between LG&E and KU relate to labor and overheads associated with union and hourly employees performing work for the other
company, charges related to jointly-owned generating units and other miscellaneous charges. Tax settlements between LKE and LG&E and KU are reimbursed through LKS.
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Intercompany Borrowings
(PPL Electric)
PPL Energy Funding maintains a $650 million revolving line of credit with a PPL Electric subsidiary. No balance was outstanding at June 30, 2020 and December 31, 2019. The interest rates on
borrowings are equal to one-month LIBOR plus a spread. Interest income is reflected in "Interest Income from Affiliate" on the Income Statements.
(LKE)
LKE maintains a $375 million revolving line of credit with a PPL Energy Funding subsidiary whereby LKE can borrow funds on a short-term basis at market-based rates. The interest rates on
borrowings are equal to one-month LIBOR plus a spread. At June 30, 2020 and December 31, 2019, $252 million and $150 million were outstanding and reflected in "Notes payable with affiliates"
on the Balance Sheets. The interest rates on the outstanding borrowings at June 30, 2020 and December 31, 2019 were 1.68% and 3.20%. Interest expense on the revolving line of credit was not
significant for the three and six months ended June 30, 2020 and 2019.
LKE maintains an agreement with a PPL affiliate that has a $300 million borrowing limit whereby LKE can loan funds on a short-term basis at market-based rates. No balance was outstanding at
June 30, 2020 and December 31, 2019. The interest rate on the loan is based on the PPL affiliate's credit rating and equal to one-month LIBOR plus a spread.
LKE maintains ten-year notes of $400 million and $250 million with a PPL affiliate with interest rates of 3.5% and 4%. At June 30, 2020 and December 31, 2019, the notes were reflected in "Longterm debt to affiliate" on the Balance Sheets. Interest expense on the $400 million note was $3 million and $7 million for the three and six months ended June 30, 2020 and 2019. Interest expense on
the $250 million note was $2 million and $5 million for the three and six months ended June 30, 2020 and 2019.
In May 2020, LKE entered into a $450 million term loan credit agreement with a PPL affiliate whereby LKE can borrow funds on a short-term basis at market-based rates. Interest on borrowings is
determined as the lower of the daily rate for 30-day non-financial commercial paper programs plus a spread or one-month LIBOR plus a spread. The agreement expires on August 31, 2020. No
balances were outstanding at June 30, 2020. Interest expense on borrowings was not significant for the three and six months ended June 30, 2020.
(LG&E and KU)
LG&E participates in an intercompany money pool agreement whereby LKE and/or KU make available to LG&E funds up to $750 million at an interest rate based on a market index of commercial
paper issues. At June 30, 2020, LG&E had borrowings outstanding from KU in the amount of $190 million. This balance is reflected in “Notes payable with affiliates” at LG&E and "Notes
receivable from affiliate" at KU on the Balance Sheets. No balances were outstanding at December 31, 2019.
KU participates in an intercompany money pool agreement whereby LKE and/or LG&E make available to KU funds up to $650 million at an interest rate based on a market index of commercial
paper issues. No balances were outstanding at June 30, 2020 and December 31, 2019.
VEBA Funds Receivable (PPL Electric)
In May 2018, PPL received a favorable private letter ruling from the IRS permitting a transfer of excess funds from the PPL Bargaining Unit Retiree Health Plan VEBA to a new subaccount within
the VEBA, to be used to pay medical claims of active bargaining unit employees. Based on PPL Electric's participation in PPL’s Other Postretirement Benefit plan, PPL Electric was allocated a
portion of the excess funds from PPL Services. These funds have been recorded as an intercompany receivable on PPL Electric's Balance Sheets. The receivable balance decreases as PPL Electric
pays incurred medical claims and is reimbursed by PPL Services. The intercompany receivable balance associated with these funds was $28 million as of June 30, 2020, of which $10 million was
reflected in "Accounts receivable from affiliates" and $18 million was reflected in "Other noncurrent assets" on the PPL Electric Balance Sheet. The intercompany receivable balance associated with
these funds was $32 million as of December 31, 2019, of which $10 million was reflected in "Accounts receivable from affiliates" and $22 million was reflected in "Other noncurrent assets" on the
PPL Electric Balance Sheet.
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Other (PPL Electric, LG&E and KU)
See Note 9 for discussions regarding intercompany allocations associated with defined benefits.
12. Other Income (Expense) - net
(PPL)
The details of "Other Income (Expense) - net" for the periods ended June 30, were:
Three Months
2020
Other Income
Economic foreign currency exchange contracts (Note 14)
Defined benefit plans - non-service credits (Note 9)
Interest income
AFUDC - equity component
Miscellaneous

$

1
67
1
5
1

Total Other Income
Other Expense
Charitable contributions
Miscellaneous
Total Other Expense

Six Months
2019

2020

$

45
80
3
6
3

$

63
135
2
8
2

$

12
160
9
11
9

75

137

210

201

1
(2)

—
6

2
7

2
16

(1)
$

Other Income (Expense) - net

2019

76

6
$

9

131

$

18

201

$

183

13. Fair Value Measurements
(All Registrants)
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date (an exit price). A market
approach (generally, data from market transactions), an income approach (generally, present value techniques and option-pricing models) and/or a cost approach (generally, replacement cost) are used
to measure the fair value of an asset or liability, as appropriate. These valuation approaches incorporate inputs such as observable, independent market data and/or unobservable data that management
believes are predicated on the assumptions market participants would use to price an asset or liability. These inputs may incorporate, as applicable, certain risks such as nonperformance risk, which
includes credit risk. The fair value of a group of financial assets and liabilities is measured on a net basis. See Note 1 in each Registrant's 2019 Form 10-K for information on the levels in the fair
value hierarchy.
Recurring Fair Value Measurements
The assets and liabilities measured at fair value were:
June 30, 2020
Total
PPL
Assets
Cash and cash equivalents
Restricted cash and cash equivalents (a)
Special use funds (a):
Commingled debt fund measured at NAV (b)
Commingled equity fund measured at NAV (b)
Total special use funds

$

Level 1

1,278
23

$

December 31, 2019

Level 2

1,278
23

$

—
—

Level 3

$

—
—

Total

$

Level 1

815
21

$

815
21

Level 2

$

—
—

Level 3

$

—
—

27
26

—
—

—
—

—
—

29
27

—
—

—
—

—
—

53

—

—

—

56

—

—

—
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June 30, 2020
Total
Price risk management assets (c):
Foreign currency contracts
Cross-currency swaps

Level 1

108
201

Total price risk management assets

—
—

309

December 31, 2019

Level 2

Level 3

108
201

—

Total

—
—

309

Level 1

142
154

—

Level 2

—
—

296

Level 3

142
154

—

—
—

296

—

$

1,663

$

1,301

$

309

$

—

$

1,188

$

836

$

296

$

—

$

38
—

$

—
—

$

38
—

$

—
—

$

21
5

$

—
—

$

21
5

$

—
—

$

38

$

—

$

38

$

—

$

26

$

—

$

26

$

—

$

13
2

$

13
2

$

—
—

$

—
—

$

262
2

$

262
2

$

—
—

$

—
—

$

15

$

15

$

—

$

—

$

264

$

264

$

—

$

—

$

152
2

$

152
2

$

—
—

$

—
—

$

27
—

$

27
—

$

—
—

$

—
—

Total assets

$

154

$

154

$

—

$

—

$

27

$

27

$

—

$

—

Liabilities
Price risk management liabilities:
Interest rate swaps

$

28

$

—

$

28

$

—

$

21

$

—

$

21

$

—

Total price risk management liabilities

$

28

$

—

$

28

$

—

$

21

$

—

$

21

$

—

$

5
2

$

5
2

$

—
—

$

—
—

$

15
—

$

15
—

$

—
—

$

—
—

Total assets

$

7

$

7

$

—

$

—

$

15

$

15

$

—

$

—

Liabilities
Price risk management liabilities:
Interest rate swaps

$

28

$

—

$

28

$

—

$

21

$

—

$

21

$

—

Total price risk management liabilities

$

28

$

—

$

28

$

—

$

21

$

—

$

21

$

—

KU
Assets
Cash and cash equivalents

$

145

$

145

$

—

$

—

$

12

$

12

$

—

$

—

Total assets

$

145

$

145

$

—

$

—

$

12

$

12

$

—

$

—

Total assets
Liabilities
Price risk management liabilities (c):
Interest rate swaps
Foreign currency contracts
Total price risk management liabilities
PPL Electric
Assets
Cash and cash equivalents
Restricted cash and cash equivalents (a)
Total assets
LKE
Assets
Cash and cash equivalents
Cash collateral posted to counterparties (d)

LG&E
Assets
Cash and cash equivalents
Cash collateral posted to counterparties (d)

(a)
(b)
(c)
(d)

Current portion is included in "Other current assets" and long-term portion is included in "Other noncurrent assets" on the Balance Sheets.
In accordance with accounting guidance, certain investments that are measured at fair value using net asset value per share (NAV), or its equivalent, have not been classified in the fair value hierarchy. The fair value amounts presented in the
table are intended to permit reconciliation of the fair value hierarchy to the amounts presented in the Balance Sheets.
Current portion is included in "Price risk management assets" and "Other current liabilities" and noncurrent portion is included in "Price risk management assets" and "Other deferred credits and noncurrent liabilities" on the Balance Sheets.
Included in "Other noncurrent assets" on the Balance Sheets. Represents cash collateral posted to offset the exposure with counterparties related to certain interest rate swaps under master netting arrangements that are not offset.
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Special Use Funds
(PPL)
The special use funds are investments restricted for paying active union employee medical costs. In May 2018, PPL received a favorable private letter ruling from the IRS permitting a transfer of
excess funds from the PPL Bargaining Unit Retiree Health Plan VEBA to a new subaccount within the VEBA to be used to pay medical claims of active bargaining unit employees. The funds are
invested primarily in commingled debt and equity funds measured at NAV and are classified as investments in equity securities. Changes in fair value of the funds are recorded to the Statements of
Income.
Price Risk Management Assets/Liabilities - Interest Rate Swaps/Foreign Currency Contracts/Cross-Currency Swaps
(PPL, LKE, LG&E and KU)
To manage interest rate risk, PPL, LKE, LG&E and KU use interest rate contracts such as forward-starting swaps, floating-to-fixed swaps and fixed-to-floating swaps. To manage foreign currency
exchange risk, PPL uses foreign currency contracts such as forwards, options and cross-currency swaps that contain characteristics of both interest rate and foreign currency contracts. An income
approach is used to measure the fair value of these contracts, utilizing readily observable inputs, such as forward interest rates (e.g., LIBOR and government security rates) and forward foreign
currency exchange rates (e.g., GBP), as well as inputs that may not be observable, such as credit valuation adjustments. In certain cases, market information cannot practicably be obtained to value
credit risk and therefore internal models are relied upon. These models use projected probabilities of default and estimated recovery rates based on historical observances. When the credit valuation
adjustment is significant to the overall valuation, the contracts are classified as Level 3.
Financial Instruments Not Recorded at Fair Value (All Registrants)
The carrying amounts of long-term debt on the Balance Sheets and their estimated fair values are set forth below. Long-term debt is classified as Level 2. The effect of third-party credit enhancements
is not included in the fair value measurement.
June 30, 2020
Carrying
Amount (a)
PPL
PPL Electric
LKE
LG&E
KU
(a)

$

23,156
3,986
6,497
2,005
3,117

December 31, 2019
Carrying
Amount (a)

Fair Value
$

27,894
4,939
7,704
2,436
3,727

$

21,893
3,985
6,002
2,005
2,623

Amounts are net of debt issuance costs.

The carrying amounts of other current financial instruments (except for long-term debt due within one year) approximate their fair values because of their short-term nature.
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Fair Value
$

25,481
4,589
6,766
2,278
3,003
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14. Derivative Instruments and Hedging Activities
Risk Management Objectives
(All Registrants)
PPL has a risk management policy approved by the Board of Directors to manage market risk associated with commodities, interest rates on debt issuances and foreign exchange (including price,
liquidity and volumetric risk) and credit risk (including non-performance risk and payment default risk). The Risk Management Committee, comprised of senior management and chaired by the
Senior Director-Risk Management, oversees the risk management function. Key risk control activities designed to ensure compliance with the risk policy and detailed programs include, but are not
limited to, credit review and approval, validation of transactions, verification of risk and transaction limits, value-at-risk analyses (VaR, a statistical model that attempts to estimate the value of
potential loss over a given holding period under normal market conditions at a given confidence level) and the coordination and reporting of the Enterprise Risk Management program.
Market Risk
Market risk includes the potential loss that may be incurred as a result of price changes associated with a particular financial or commodity instrument as well as market liquidity and volumetric risks.
Forward contracts, futures contracts, options, swaps and structured transactions are utilized as part of risk management strategies to minimize unanticipated fluctuations in earnings caused by changes
in commodity prices, interest rates and foreign currency exchange rates. Many of these contracts meet the definition of a derivative. All derivatives are recognized on the Balance Sheets at their fair
value, unless NPNS is elected.
The following summarizes the market risks that affect PPL and its subsidiaries.
Interest Rate Risk
•

•

PPL and its subsidiaries are exposed to interest rate risk associated with forecasted fixed-rate and existing floating-rate debt issuances. PPL and WPD hold over-the-counter cross currency swaps
to limit exposure to market fluctuations on interest and principal payments from changes in foreign currency exchange rates and interest rates. PPL, LKE and LG&E utilize over-the-counter
interest rate swaps to limit exposure to market fluctuations on floating-rate debt. PPL, WPD, LKE, LG&E and KU utilize forward starting interest rate swaps to hedge changes in benchmark
interest rates, when appropriate, in connection with future debt issuances.
PPL and its subsidiaries are exposed to interest rate risk associated with debt securities and derivatives held by defined benefit plans. This risk is significantly mitigated to the extent that the plans
are sponsored at, or sponsored on behalf of, the regulated domestic utilities and for certain plans at WPD due to the recovery methods in place.

Foreign Currency Risk (PPL)
•

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

(All Registrants)
Commodity Price Risk
PPL is exposed to commodity price risk through its domestic subsidiaries as described below.
•
•

PPL Electric is required to purchase electricity to fulfill its obligation as a PLR. Potential commodity price risk is insignificant and mitigated through its PUC-approved cost recovery mechanism
and full-requirement supply agreements to serve its PLR customers which transfer the risk to energy suppliers.
LG&E's and KU's rates include certain mechanisms for fuel, fuel-related expenses and energy purchases. In addition, LG&E's rates include a mechanism for natural gas supply expenses. These
mechanisms generally provide for timely recovery of market price fluctuations associated with these expenses.

Volumetric Risk
Volumetric risk is the risk related to the changes in volume of retail sales due to weather, economic conditions or other factors. PPL is exposed to volumetric risk through its subsidiaries as described
below.
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•
•

WPD is exposed to volumetric risk which is significantly mitigated as a result of the method of regulation in the U.K. Under the RIIO-ED1 price control regulations, recovery of such exposure
occurs on a two year lag. See Note 1 in PPL's 2019 Form 10-K for additional information on revenue recognition under RIIO-ED1.
PPL Electric, LG&E and KU are exposed to volumetric risk on retail sales, mainly due to weather and other economic conditions for which there is limited mitigation between rate cases.

Equity Securities Price Risk
•
•

PPL and its subsidiaries are exposed to equity securities price risk associated with the fair value of the defined benefit plans' assets. This risk is significantly mitigated at the regulated domestic
utilities and for certain plans at WPD due to the recovery methods in place.
PPL is exposed to equity securities price risk from future stock sales and/or purchases.

Credit Risk
Credit risk is the potential loss that may be incurred due to a counterparty's non-performance.
PPL is exposed to credit risk from "in-the-money" interest rate and foreign currency derivatives with financial institutions, as well as additional credit risk through certain of its subsidiaries, as
discussed below.
In the event a supplier of PPL Electric, LG&E or KU defaults on its obligation, those Registrants would be required to seek replacement power or replacement fuel in the market. In general, subject to
regulatory review or other processes, appropriate incremental costs incurred by these entities would be recoverable from customers through applicable rate mechanisms, thereby mitigating the
financial risk for these entities.
PPL and its subsidiaries have credit policies in place to manage credit risk, including the use of an established credit approval process, daily monitoring of counterparty positions and the use of master
netting agreements or provisions. These agreements generally include credit mitigation provisions, such as margin, prepayment or collateral requirements. PPL and its subsidiaries may request
additional credit assurance, in certain circumstances, in the event that the counterparties' credit ratings fall below investment grade, their tangible net worth falls below specified percentages or their
exposures exceed an established credit limit.
Master Netting Arrangements (PPL, LKE, LG&E and KU)
Net derivative positions on the balance sheets are not offset against the right to reclaim cash collateral (a receivable) or the obligation to return cash collateral (a payable) under master netting
arrangements.
PPL had a $22 million and $14 million obligation to return cash collateral under master netting arrangements at June 30, 2020 and December 31, 2019.
LKE, LG&E and KU had no obligation to return cash collateral under master netting arrangements at June 30, 2020 and December 31, 2019.
PPL, LKE and LG&E posted $2 million of cash collateral under master netting arrangements at June 30, 2020. KU had no obligation to post cash collateral under master netting arrangements at
June 30, 2020. PPL, LKE, LG&E and KU had no obligation to post cash collateral under master netting arrangements at December 31, 2019.
See "Offsetting Derivative Instruments" below for a summary of derivative positions presented in the balance sheets where a right of setoff exists under these arrangements.
Interest Rate Risk
(All Registrants)
PPL and its subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. A variety of financial derivative instruments are utilized to adjust the mix of fixed and floating
interest rates in their debt portfolios, adjust the duration of the debt portfolios and lock in benchmark interest rates in anticipation of future financing, when appropriate. Risk limits under PPL's risk
management program are designed to balance risk exposure to volatility in interest expense and changes
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in the fair value of the debt portfolio due to changes in benchmark interest rates. In addition, the interest rate risk of certain subsidiaries is potentially mitigated as a result of the existing regulatory
framework or the timing of rate cases.
Cash Flow Hedges (PPL)
Interest rate risks include exposure to adverse interest rate movements for outstanding variable rate debt and for future anticipated financings. Financial interest rate swap contracts that qualify as cash
flow hedges may be entered into to hedge floating interest rate risk associated with both existing and anticipated debt issuances. At June 30, 2020, PPL held an aggregate notional value in interest rate
swap contracts of £126 million (approximately $155 million based on spot rates) that mature in 2035 to hedge interest payments of WPD's anticipated September 2020 debt issuance.
At June 30, 2020, PPL held an aggregate notional value in cross-currency interest rate swap contracts of $702 million that range in maturity from 2021 through 2028 to hedge the interest payments
and principal of WPD's U.S. dollar-denominated senior notes.
Cash flow hedges are discontinued if it is no longer probable that the original forecasted transaction will occur by the end of the originally specified time period and any amounts previously recorded
in AOCI are reclassified into earnings once it is determined that the hedged transaction is not probable of occurring.
For the three and six months ended June 30, 2020 and 2019, PPL had no cash flow hedges reclassified into earnings associated with discontinued cash flow hedges.
At June 30, 2020, the amount of accumulated net unrecognized after-tax gains (losses) on qualifying derivatives expected to be reclassified into earnings during the next 12 months is insignificant.
Amounts are reclassified as the hedged interest expense is recorded.
Economic Activity (PPL, LKE and LG&E)
LG&E enters into interest rate swap contracts that economically hedge interest payments on variable rate debt. Because realized gains and losses from the swaps, including terminated swap contracts,
are recoverable through regulated rates, any subsequent changes in fair value of these derivatives are included in regulatory assets or liabilities until they are realized as interest expense. Realized
gains and losses are recognized in "Interest Expense" on the Statements of Income at the time the underlying hedged interest expense is recorded. At June 30, 2020, LG&E held contracts with a
notional amount of $147 million that range in maturity through 2033.
Foreign Currency Risk (PPL)
PPL is exposed to foreign currency risk, primarily through investments in and earnings of U.K. affiliates. PPL has adopted a foreign currency risk management program designed to hedge certain
foreign currency exposures, including firm commitments, recognized assets or liabilities, anticipated transactions and net investments. In addition, PPL enters into financial instruments to protect
against foreign currency translation risk of expected GBP earnings.
Net Investment Hedges
PPL enters into foreign currency contracts on behalf of a subsidiary to protect the value of a portion of its net investment in WPD. There were no contracts outstanding at June 30, 2020.
At June 30, 2020 and December 31, 2019, PPL had $33 million and $32 million of accumulated net investment hedge after tax gains (losses) that were included in the foreign currency translation
adjustment component of AOCI.
Economic Activity
PPL enters into foreign currency contracts on behalf of a subsidiary to economically hedge GBP-denominated anticipated earnings. At June 30, 2020, the total exposure hedged by PPL was
approximately £447 million (approximately $666 million based on contracted rates). These contracts have termination dates ranging from July 2020 through July 2021.

64

Table of Contents
Accounting and Reporting
(All Registrants)
All derivative instruments are recorded at fair value on the Balance Sheet as an asset or liability unless NPNS is elected. NPNS contracts include certain full requirement purchase contracts and other
physical purchase contracts. Changes in the fair value of derivatives not designated as NPNS are recognized in earnings unless specific hedge accounting criteria are met and designated as such,
except for the changes in fair values of LG&E's interest rate swaps that are recognized as regulatory assets or regulatory liabilities. See Note 7 for amounts recorded in regulatory assets and regulatory
liabilities at June 30, 2020 and December 31, 2019.
See Note 1 in each Registrant's 2019 Form 10-K for additional information on accounting policies related to derivative instruments.
(PPL)
The following table presents the fair value and location of derivative instruments recorded on the Balance Sheets.
June 30, 2020
Derivatives designated as
hedging instruments
Assets

December 31, 2019
Derivatives not designated
as hedging instruments

Liabilities

Assets

Derivatives designated as
hedging instruments

Liabilities

Assets

Derivatives not designated
as hedging instruments

Liabilities

Assets

Liabilities

Current:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps (b)
Cross-currency swaps (b)
Foreign currency contracts

$

Total current

—
127
—

—
—
107

$

4
—
—

$

—
5
—

$

—
—
—

$

—
—
142

$

4
—
5

107

4

5

—

142

9

—
74
—

—
—
—

—
—
1

24
—
—

—
149
—

—
—
—

—
—
—

17
—
—

74
$

$

10

Total noncurrent
Total derivatives

10
—
—

127

Noncurrent:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps (b)
Cross-currency swaps (b)
Foreign currency contracts

(a)
(b)

$

201

—
$

1

10

$

108

24
$

28

149
$

154

—
$

—

—
$

17

142

$

26

Current portion is included in "Price risk management assets" and "Other current liabilities" and noncurrent portion is included in "Price risk management assets" and "Other deferred credits and noncurrent liabilities" on the Balance Sheets.
Excludes accrued interest, if applicable.

The following tables present the pre-tax effect of derivative instruments recognized in income, OCI or regulatory assets and regulatory liabilities for the period ended June 30, 2020.
Three Months

Six Months

Derivative Gain
(Loss) Recognized in
OCI

Derivative
Relationships

Location of
Gain (Loss)
Recognized
in Income
on Derivative

Derivative Gain
(Loss) Recognized in
OCI

Cash Flow Hedges:
Interest rate swaps
Cross-currency swaps

$

(5)
39

$

(10)
54

Total

$

34

$

44

$

1

$

1

Interest expense
Other income (expense) - net

Net Investment Hedges:
Foreign currency contracts
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Three Months

Six Months

Gain (Loss)
Reclassified
from AOCI
into Income

Gain (Loss)
Reclassified
from AOCI
into
Income

$

(2)
26

$

(5)
32

$

24

$

27
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Derivatives Not Designated as
Hedging Instruments

Location of Gain (Loss) Recognized in
Income on Derivative

Foreign currency contracts
Interest rate swaps

Three Months
$

1
(2)

$

63
(3)

Total

$

(1)

$

60

1

$

Derivatives Not Designated as
Hedging Instruments

Location of Gain (Loss) Recognized as
Regulatory Liabilities/Assets

Interest rate swaps

Six Months

Other income (expense) - net
Interest expense

Three Months

Six Months

$

Regulatory assets - noncurrent

(7)

The following tables present the pre-tax effect of derivative instruments recognized in income, OCI or regulatory assets and regulatory liabilities for the period ended June 30, 2019.
Three Months

Six Months

Derivative Gain
(Loss) Recognized in
OCI

Derivative
Relationships

Location of
Gain (Loss)
Recognized
in Income
on Derivative

Derivative Gain
(Loss) Recognized in
OCI

Cash Flow Hedges:
Interest rate swaps
Cross-currency swaps

$

(8)
51

$

(8)
28

Total

$

43

$

20

$

1

$

1

Interest expense
Other income (expense) - net

Three Months

Six Months

Gain (Loss)
Reclassified
from AOCI
into Income

Gain (Loss)
Reclassified
from AOCI
into Income

$

(2)
35

$

(4)
7

$

33

$

3

Net Investment Hedges:
Foreign currency contracts
Derivatives Not Designated as
Hedging Instruments
Foreign currency contracts
Interest rate swaps

Location of Gain (Loss) Recognized in
Income on Derivative

Six Months

$

45
(1)

$

12
(2)

Total

$

44

$

10

(2)

$

Derivatives Not Designated as
Hedging Instruments
Interest rate swaps

Three Months

Other income (expense) - net
Interest expense
Location of Gain (Loss) Recognized as
Regulatory Liabilities/Assets

Three Months
$

Regulatory assets - noncurrent

Six Months
(3)

The following table presents the effect of cash flow hedge activity on the Statement of Income for the period ended June 30, 2020.
Location and Amount of Gain (Loss) Recognized in Income on Hedging Relationships
Three Months

Total income and expense line items presented in the income statement in which the effect of cash flow hedges are recorded
The effects of cash flow hedges:
Gain (Loss) on cash flow hedging relationships:
Interest rate swaps:
Amount of gain (loss) reclassified from AOCI to income
Cross-currency swaps:
Hedged items
Amount of gain (loss) reclassified from AOCI to income

$

253

$

76

Interest Expense
$

501

Other Income (Expense)
- net
$

201

(2)

—

(5)

—

—
—

(26)
26

—
—

(32)
32

(LKE and LG&E)
The following table presents the fair value and the location on the Balance Sheets of derivatives not designated as hedging instruments.
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Six Months

Other Income
(Expense) - net

Interest Expense
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June 30, 2020
Assets

December 31, 2019
Liabilities

Assets

Liabilities

Current:
Price Risk Management
Assets/Liabilities:
Interest rate swaps

$

Total current
Noncurrent:
Price Risk Management
Assets/Liabilities:
Interest rate swaps
Total noncurrent
$

Total derivatives

—

$

4

$

—

$

4

—

4

—

4

—

24

—

17

—

24

—

—

$

28

$

—

17
$

21

The following tables present the pre-tax effect of derivatives not designated as cash flow hedges that are recognized in income or regulatory assets for the period ended June 30, 2020.
Location of Gain (Loss) Recognized in
Income on Derivatives

Derivative Instruments
Interest rate swaps

Interest expense
Location of Gain (Loss) Recognized in
Regulatory Assets

Derivative Instruments
Interest rate swaps

Three Months
$

Regulatory assets - noncurrent

Six Months
(2)

$

1

$

Three Months
$

(3)

Six Months
(7)

The following tables present the pre-tax effect of derivatives not designated as cash flow hedges that are recognized in income or regulatory assets for the period ended June 30, 2019.
Location of Gain (Loss) Recognized in
Income on Derivatives

Derivative Instruments
Interest rate swaps

Interest expense

Derivative Instruments
Interest rate swaps

Three Months
$

Location of Gain (Loss) Recognized in
Regulatory Assets
Regulatory assets - noncurrent

Six Months
(1)

$

(2)

$

Three Months
$

(2)

Six Months
(3)

(PPL, LKE, LG&E and KU)
Offsetting Derivative Instruments
PPL, LKE, LG&E and KU or certain of their subsidiaries have master netting arrangements in place and also enter into agreements pursuant to which they purchase or sell certain energy and other
products. Under the agreements, upon termination of the agreement as a result of a default or other termination event, the non-defaulting party typically would have a right to set off amounts owed
under the agreement against any other obligations arising between the two parties (whether under the agreement or not), whether matured or contingent and irrespective of the currency, place of
payment or place of booking of the obligation.
PPL, LKE, LG&E and KU have elected not to offset derivative assets and liabilities and not to offset net derivative positions against the right to reclaim cash collateral pledged (an asset) or the
obligation to return cash collateral received (a liability) under derivatives agreements. The table below summarizes the derivative positions presented in the balance sheets where a right of setoff
exists under these arrangements and related cash collateral received or pledged.
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Assets

Liabilities

Eligible for Offset

Eligible for Offset

Cash
Collateral
Received

Derivative
Instruments

Gross

Net

Cash
Collateral
Pledged

Derivative
Instruments

Gross

Net

June 30, 2020
Treasury Derivatives
PPL
LKE
LG&E

$

309
—
—

$

—
—
—

$

$

287
—
—

$

38
28
28

$

—
—
—

$

2
2
2

Assets

Liabilities

Eligible for Offset

Eligible for Offset

Cash
Collateral
Received

Derivative
Instruments

Gross

22
—
—

Net

Cash
Collateral
Pledged

Derivative
Instruments

Gross

$

36
26
26

Net

December 31, 2019
Treasury Derivatives
PPL
LKE
LG&E

$

296
—
—

$

5
—
—

$

14
—
—

$

277
—
—

$

26
21
21

$

5
—
—

$

—
—
—

$

21
21
21

Credit Risk-Related Contingent Features
Certain derivative contracts contain credit risk-related contingent features which, when in a net liability position, would permit the counterparties to require the transfer of additional collateral upon a
decrease in the credit ratings of PPL, LKE, LG&E and KU or certain of their subsidiaries. Most of these features would require the transfer of additional collateral or permit the counterparty to
terminate the contract if the applicable credit rating were to fall below investment grade. Some of these features also would allow the counterparty to require additional collateral upon each
downgrade in credit rating at levels that remain above investment grade. In either case, if the applicable credit rating were to fall below investment grade, and assuming no assignment to an
investment grade affiliate were allowed, most of these credit contingent features require either immediate payment of the net liability as a termination payment or immediate and ongoing full
collateralization on derivative instruments in net liability positions.
Additionally, certain derivative contracts contain credit risk-related contingent features that require adequate assurance of performance be provided if the other party has reasonable concerns
regarding the performance of PPL's, LKE's, LG&E's and KU's obligations under the contracts. A counterparty demanding adequate assurance could require a transfer of additional collateral or other
security, including letters of credit, cash and guarantees from a creditworthy entity. This would typically involve negotiations among the parties. However, amounts disclosed below represent assumed
immediate payment or immediate and ongoing full collateralization for derivative instruments in net liability positions with "adequate assurance" features.
(PPL, LKE and LG&E)
At June 30, 2020, derivative contracts in a net liability position that contain credit risk-related contingent features, collateral posted on those positions and the related effect of a decrease in credit
ratings below investment grade are summarized as follows:
PPL
Aggregate fair value of derivative instruments in a net liability position with credit risk-related contingent features
Aggregate fair value of collateral posted on these derivative instruments
Aggregate fair value of additional collateral requirements in the event of a credit downgrade below investment grade (a)
(a)

$

Includes the effect of net receivables and payables already recorded on the Balance Sheet.
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LKE
8
—
8

$

LG&E
2
—
2

$

2
—
2
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15. Asset Retirement Obligations
(PPL, LKE, LG&E and KU)
PPL's, LKE's, LG&E's and KU's ARO liabilities are primarily related to CCR closure costs. See Note 10 for information on the CCR rule. LG&E also has AROs related to natural gas mains and
wells. LG&E's and KU's transmission and distribution lines largely operate under perpetual property easement agreements, which do not generally require restoration upon removal of the property.
Therefore, no material AROs are recorded for transmission and distribution assets. For LKE, LG&E and KU, all ARO accretion and depreciation expenses are reclassified as a regulatory asset. ARO
regulatory assets associated with certain CCR projects are amortized to expense in accordance with regulatory approvals. For other AROs, at the time of retirement, the related ARO regulatory asset
is offset against the associated cost of removal regulatory liability, PP&E and ARO liability.
The changes in the carrying amounts of AROs were as follows.
PPL

LKE

LG&E

KU

Balance at December 31, 2019
Accretion
Changes in estimated timing or cost
Effect of foreign currency exchange rates
Obligations settled

$

282
7
22
(3)
(35)

$

215
7
31
—
(35)

$

73
2
3
—
(11)

$

142
5
28
—
(24)

Balance at June 30, 2020

$

273

$

218

$

67

$

151

16. Accumulated Other Comprehensive Income (Loss)
(PPL)
The after-tax changes in AOCI by component for the periods ended June 30 were as follows.
Foreign
currency
translation
adjustments
PPL
March 31, 2020

$

Amounts arising during the period
Reclassifications from AOCI

(1,486)

$

(291)
—

Net OCI during the period

(291)
(1,777)

$

December 31, 2019

$

(1,425)

$

(352)
—
(352)
(1,777)

$

March 31, 2019

$

(1,239)

$

(377)
—
(377)
(1,616)

$

December 31, 2018

$

(1,533)

$

Amounts arising during the period
Reclassifications from AOCI

(83)
—

Net OCI during the period
June 30, 2019

(1,616)

69

$

(1)
47

1

(4,366)
(264)
28

46

(236)

$

(2,817)

$

(4,602)

(5)

$

(18)

$

(2,910)

$

(4,358)

—
2

(1)
94

2

(317)
73

93

(244)

8

$

(16)

$

(2,817)

$

(4,602)

(2)

$

(19)

$

(2,387)

$

(3,647)

—
1

(2)
21

1

(344)
(5)

19

(349)

6

$

(18)

$

(2,368)

$

(3,996)

(7)

$

(19)

$

(2,405)

$

(3,964)

—
1

13
$

(2,863)

(16)

16
(3)

(83)
$

$

$

8

$

(17)

Total

8

35
(27)

June 30, 2019

Actuarial
gain
(loss)

—
1

13

$

Net OCI during the period

$

36
(23)

June 30, 2020

Amounts arising during the period
Reclassifications from AOCI

—

8

$

Net OCI during the period

Prior
service
costs

28
(20)

June 30, 2020

Amounts arising during the period
Reclassifications from AOCI

Defined benefit plans

Unrealized gains
(losses)
on qualifying
derivatives

6

(5)
42

1
$

(18)

(72)
40

37
$

(2,368)

(32)
$

(3,996)
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The following table presents PPL's gains (losses) and related income taxes for reclassifications from AOCI for the periods ended June 30.
Three Months
Details about AOCI
Qualifying derivatives
Interest rate swaps
Cross-currency swaps

2020
$

Six Months
2019

(2)
26

$

2020
(2)
35

$

Affected Line Item on the
2019

(5)
32

$

Statements of Income
(4)
7

Total Pre-tax
Income Taxes

24
(4)

33
(6)

27
(4)

3
—

Total After-tax

20

27

23

3

Defined benefit plans
Prior service costs (a)
Net actuarial loss (a)

(1)
(58)

(1)
(27)

(2)
(117)

(1)
(53)

Total Pre-tax
Income Taxes

(59)
11

(28)
6

(119)
23

(54)
11

Total After-tax

(48)

(22)

(96)

(43)

Total reclassifications during the period

$

(28)

$

5

$

(73)

$

Interest Expense
Other Income (Expense) - net

(40)

(a) These AOCI components are included in the computation of net periodic defined benefit cost. See Note 9 for additional information.

17. Subsequent Events
(PPL)
On August 10, 2020, PPL announced that it is initiating a formal process to sell its U.K. utility business. PPL noted that there can be no assurance of any specific outcome, including whether the
announcement will result in the completion of any potential transaction, the timing or terms thereof, the value or benefits that may be realized or the effect that any potential transaction will have on
future financial results.
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Item 2. Combined Management's Discussion and Analysis of Financial Condition and
Results of Operations
(All Registrants)
This "Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" is separately filed by PPL, PPL Electric, LKE, LG&E and KU. Information
contained herein relating to any individual Registrant is filed by such Registrant solely on its own behalf, and no Registrant makes any representation as to information relating to any other
Registrant. The specific Registrant to which disclosures are applicable is identified in parenthetical headings in italics above the applicable disclosure or within the applicable disclosure for each
Registrant's related activities and disclosures. Within combined disclosures, amounts are disclosed for individual Registrants when significant.
The following should be read in conjunction with the Registrants' Condensed Consolidated Financial Statements and the accompanying Notes and with the Registrants' 2019 Form 10-K. Capitalized
terms and abbreviations are defined in the glossary. Dollars are in millions, except per share data, unless otherwise noted.
"Management's Discussion and Analysis of Financial Condition and Results of Operations" includes the following information:
•

"Overview" provides a description of each Registrant's business strategy and a discussion of important financial and operational developments.

•

"Results of Operations" for all Registrants includes a "Statement of Income Analysis," which discusses significant changes in principal line items on the Statements of Income, comparing
the three and six months ended June 30, 2020 with the same periods in 2019. For PPL, "Results of Operations" also includes "Segment Earnings" and "Adjusted Gross Margins," which
provide a detailed analysis of earnings by reportable segment. These discussions include non-GAAP financial measures, including "Earnings from Ongoing Operations" and "Adjusted
Gross Margins" and provide explanations of the non-GAAP financial measures and a reconciliation of the non-GAAP financial measures to the most comparable GAAP measure.

•

"Financial Condition - Liquidity and Capital Resources" provides an analysis of the Registrants' liquidity positions and credit profiles. This section also includes a discussion of rating
agency actions.

•

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

Introduction
(PPL)
PPL, headquartered in Allentown, Pennsylvania, is a utility holding company. PPL, through its regulated utility subsidiaries, delivers electricity to customers in the U.K., Pennsylvania, Kentucky and
Virginia; delivers natural gas to customers in Kentucky; and generates electricity from power plants in Kentucky.
PPL's principal subsidiaries are shown below (* denotes a Registrant).
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PPL Corporation*

PPL Capital Funding

Provides financing for the operations of PPL
and certain subsidiaries

PPL Global

PPL Electric*

LKE*

Engages in the regulated distribution of
electricity in the U.K.

LG&E*

KU*

Engages in the regulated generation,
transmission, distribution and sale of electricity
and regulated distribution and sale of natural
gas in Kentucky

U.K.
Regulated Segment

Engages in the regulated transmission and
distribution of electricity in Pennsylvania

Engages in the regulated generation,
transmission, distribution and sale of
electricity, primarily in Kentucky

Kentucky
Regulated Segment

Pennsylvania
Regulated Segment

PPL's reportable segments' results primarily represent the results of PPL Global, LKE and PPL Electric, except that the reportable segments are also allocated certain corporate level financing and
other costs that are not included in the results of PPL Global, LKE and PPL Electric. PPL Global is not a Registrant. Unaudited annual consolidated financial statements for the U.K. Regulated
segment are furnished on a Form 8-K with the SEC.
In addition to PPL, the other Registrants included in this filing are as follows.
(PPL Electric)
PPL Electric, headquartered in Allentown, Pennsylvania, is a wholly owned subsidiary of PPL and a regulated public utility that is an electricity transmission and distribution service provider in
eastern and central Pennsylvania. PPL Electric is subject to regulation as a public utility by the PUC, and certain of its transmission activities are subject to the jurisdiction of the FERC under the
Federal Power Act. PPL Electric delivers electricity in its Pennsylvania service area and provides electricity supply to retail customers in that area as a PLR under the Customer Choice Act.
(LKE)
LKE, acquired in 2010 and headquartered in Louisville, Kentucky, is a wholly owned subsidiary of PPL and a holding company that owns regulated utility operations through its subsidiaries, LG&E
and KU, which constitute substantially all of LKE's assets. LG&E and KU are engaged in the generation, transmission, distribution and sale of electricity. LG&E also engages in the distribution and
sale of natural gas. LG&E and KU maintain separate corporate identities and serve customers in Kentucky under their respective names. KU also serves customers in Virginia under the Old
Dominion Power name.
(LG&E)
LG&E, headquartered in Louisville, Kentucky, is a wholly owned subsidiary of LKE and a regulated utility engaged in the generation, transmission, distribution and sale of electricity and distribution
and sale of natural gas in Kentucky. LG&E is subject to regulation as a public utility by the KPSC, and certain of its transmission activities are subject to the jurisdiction of the FERC under the
Federal Power Act.
(KU)
KU, headquartered in Lexington, Kentucky, is a wholly owned subsidiary of LKE and a regulated utility engaged in the generation, transmission, distribution and sale of electricity in Kentucky and
Virginia. KU is subject to regulation as a public
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utility by the KPSC, the VSCC and certain of its transmission and wholesale power activities are subject to the jurisdiction of the FERC under the Federal Power Act. KU serves its Kentucky
customers under the KU name and its Virginia customers under the Old Dominion Power name.
Business Strategy
(All Registrants)
PPL operates seven fully regulated, high-performing utilities. These utilities are located in the U.K., Pennsylvania and Kentucky, in constructive regulatory jurisdictions with distinct regulatory
structures and customer classes. PPL believes this business portfolio positions the company well for continued success and provides earnings and dividend growth potential.
PPL's strategy, and that of the other Registrants, is to deliver best-in-sector operational performance, invest in a sustainable energy future, maintain a strong financial foundation, and engage and
develop its people. PPL's business plan is designed to achieve growth by providing efficient, reliable and safe operations and strong customer service, maintaining constructive regulatory
relationships and achieving timely recovery of costs. These businesses are expected to achieve strong, long-term growth in rate base in the U.S. and RAV in the U.K. Rate base growth is being driven
by planned significant capital expenditures to maintain existing assets and improve system reliability and, for LKE, LG&E and KU, to comply with federal and state environmental regulations related
to coal-fired electricity generation facilities.
For the U.S. businesses, central to PPL's strategy is recovering capital project costs efficiently through various rate-making mechanisms, including periodic base rate case proceedings using forward
test years, annual FERC formula rate mechanisms and other regulatory agency-approved recovery mechanisms designed to limit regulatory lag. In Kentucky, the KPSC has adopted a series of
regulatory mechanisms (ECR, DSM, GLT, fuel adjustment clause, and gas supply clause) and recovery on construction work-in-progress that reduce regulatory lag and provide timely recovery of and
return on, as appropriate, prudently incurred costs. In addition, the KPSC requires a utility to obtain a CPCN prior to constructing a facility, unless the construction is an ordinary extension of existing
facilities in the usual course of business or does not involve sufficient capital expenditures to materially affect the utility's financial condition. Although such KPSC proceedings do not directly
address cost recovery issues, the KPSC, in awarding a CPCN, concludes that the public convenience and necessity require the construction of the facility on the basis that the facility is the lowest
reasonable cost alternative to address the need. In Pennsylvania, the FERC transmission formula rate, DSIC mechanism, Smart Meter Rider and other recovery mechanisms operate to reduce
regulatory lag and provide for timely recovery of and a return on, as appropriate, prudently incurred costs.
To manage financing costs and access to credit markets, and to fund capital expenditures, a key objective of the Registrants is to maintain their investment grade credit ratings and adequate liquidity
positions. In addition, the Registrants have financial and operational risk management programs that, among other things, are designed to monitor and manage exposure to earnings and cash flow
volatility, as applicable, related to changes in interest rates, foreign currency exchange rates and counterparty credit quality. To manage these risks, PPL generally uses contracts such as forwards,
options and swaps. See "Financial Condition - Risk Management" below for further information.
Earnings generated by PPL's U.K. subsidiaries are subject to foreign currency translation risk. Because WPD's earnings represent such a significant portion of PPL's consolidated earnings, PPL enters
into foreign currency contracts to economically hedge the value of the GBP versus the U.S. dollar. These hedges do not receive hedge accounting treatment under GAAP. See "Financial and
Operational Developments - U.K. Membership in European Union" for additional discussion of the U.K. earnings hedging activity.
The U.K. subsidiaries also have currency exposure to the U.S. dollar to the extent of their U.S. dollar denominated debt. To manage these risks, PPL generally uses contracts such as forwards, options
and cross-currency swaps that contain characteristics of both interest rate and foreign currency exchange contracts.
As discussed above, a key component of this strategy is to maintain constructive relationships with regulators in all jurisdictions in which the Registrants operate (U.K., U.S. federal and state). This is
supported by a strong culture of integrity and delivering on commitments to customers, regulators and shareowners, and a commitment to continue to improve customer service, reliability and
operational efficiency.
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Financial and Operational Developments
Initiation of Formal Process to Sell U.K. Utility Business (PPL)
On August 10, 2020, PPL announced that it is initiating a formal process to sell its U.K. utility business. PPL noted that there can be no assurance of any specific outcome, including whether the
announcement will result in the completion of any potential transaction, the timing or terms thereof, the value or benefits that may be realized or the effect that any potential transaction will have on
future financial results.
Outbreak of COVID-19 (All Registrants)
The continued spread of COVID-19 has led to global economic disruption and volatility in financial markets. The Registrants have taken significant steps to mitigate the potential spread of COVID19 to our customers, suppliers and employees. PPL has successfully implemented its company-wide pandemic plan, which guides the emergency response. Business continuity and other
precautionary measures have been taken to ensure we can continue to safely provide reliable electricity and gas service to our customers. The Registrants have implemented social distancing
measures for all employees including work from home arrangements where possible and continue to implement strong physical and cyber security measures to ensure that systems function effectively
to serve operational and remote workforce needs. The Registrants continue to monitor developments affecting their workforces and customers and will take additional actions as appropriate to
respond to changing conditions and mitigate the impacts.
This is a rapidly evolving situation that could lead to extended disruption of economic activity in the Registrants’ markets for an undetermined period of time. Lock-down or closure of non-essential
businesses has occurred in each of the Registrants’ service territories, which has resulted in reductions in commercial and industrial demand and an increase in residential demand for electricity
service. The financial impact of this net reduction in load has not been material to the Registrants' year to date 2020 financial results. The impact on future periods will depend upon various factors,
including the pace and extent to which the Registrants' jurisdictions reopen their economies and community response to the reopening of businesses as well as the extent that businesses continue work
from home protocols. We cannot predict these factors and therefore cannot quantify the overall impact COVID-19 will have on our 2020 results of operations.
The Registrants are committed to supporting their customers and communities and have followed federal and state mandates to suspend disconnections for non-payment and new late fees and have
worked to reconnect service for customers who had previously been disconnected, where required. Despite suspension of disconnections for non-payment, the Registrants have not experienced a
significant reduction of cash receipts and have not made significant adjustments to their allowance for uncollectible accounts for potential additional expected credit losses. The Registrants will
continue to monitor cash receipts and accounts receivable aging to determine if future increases in their allowance for uncollectible accounts is required.
At June 30, 2020, the Registrants had approximately $4.0 billion of combined unused credit facility capacity. In addition, PPL Capital Funding, PPL Electric, LG&E and KU may, subject to certain
conditions, increase their syndicated credit facilities in an aggregate amount of up to $1 billion. In addition, in April 2020, PPL Capital Funding issued $1 billion in senior notes. In June 2020, KU
issued $500 million of First Mortgage Bonds due 2050. Based on these actions the Registrants do not anticipate a significant impact on their financial condition or liquidity, and do not foresee
difficulties in accessing the capital markets in the near-term. See Note 8 to the Financial Statements for additional information.
The Registrants have assessed the fair value of their assets and liabilities and no impairment charges were required. See “Goodwill Assessment” below for additional information on the interim
goodwill impairment test performed for the U.K. Regulated segment reporting unit in the first quarter of 2020.
PPL’s pension plans continue to be well-funded as its liability-driven investment strategy and active management have mitigated investment losses resulting from recent market volatility and
significant declines in equity values.
PPL has executed hedges to mitigate the foreign exchange risk to its U.K. earnings. The COVID-19 outbreak has put additional downward pressure on the GBP to U.S. dollar exchange rate. As of
August 5, 2020, PPL's foreign exchange exposure related to budgeted earnings is approximately 95% hedged for 2020 at an average rate of $1.47 per GBP and approximately 8% hedged for 2021 at
an average rate of $1.32 per GBP. Although PPL cannot predict the impact of COVID-19 on foreign exchange rates, the impact could be significant.
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In response to COVID-19, on March 27, 2020, President Donald Trump signed into law the Coronavirus Aid, Relief, and Economic Security Act (the CARES Act). PPL evaluated the provisions of
the CARES Act and believes there is no significant effect on its financial statements. Certain tax provisions may result in immaterial cash benefits in 2020.
To date, there has been no material impact on the Registrants’ business, financial condition, liquidity or on their supply chain as a result of COVID-19. For the six months ended June 30, 2020, the
following estimated reductions in revenue and incremental costs incurred resulted from the impact of COVID-19:
PPL
Reduction in revenue
Incremental costs

$

WPD
61
20

$

LKE
40
15

$

LG&E
21
5

$

KU
9
2

$

12
3

WPD tariffs are set to recover allowed revenues. Any under-recoveries, including the estimated $40 million above, will be added to revenue, with interest, in future years through K-factor. See
discussion of K-factor in “Item 1. Business” of PPL’s 2019 Form 10-K. The impact on revenue and incremental COVID-19 related costs were insignificant at PPL Electric.
The ultimate severity or duration of the outbreak or its effects on the global economy, the capital markets, or the Registrants’ workforce, contractors, customers and suppliers is uncertain. The
Registrants cannot predict the ultimate impact COVID-19 will have on their financial position, results of operations, cash flows or liquidity.
Goodwill Assessment (PPL, LKE, LG&E and KU)
The COVID-19 pandemic has disrupted the U.S. and global economies and continues to present extraordinary challenges to businesses, communities, workforces and markets. In the U.S. and
throughout the world, governmental authorities have taken urgent and extensive actions to contain the spread of the virus and mitigate known or foreseeable impacts. In the Registrants’ service
territories, mitigation measures have included quarantines, stay-at-home orders, travel restrictions, reduced operations or closures of businesses, schools and governmental agencies, and legislative or
regulatory actions to address health or other pandemic-related concerns, all of which have the potential to adversely impact the Registrants' business and operations, especially if these measures
remain in effect for a prolonged period of time. PPL’s shares have experienced volatility and a decrease in market value since the outbreak of COVID-19.
During the three month period ended March 31, 2020, PPL, LKE, LG&E and KU considered whether these events would more likely than not reduce the fair value of the Registrants’ reporting units
below their carrying amounts. Based on our assessment, a quantitative impairment test was not required for the LKE, LG&E and KU reporting units, but was required for the U.K. Regulated segment
reporting unit, the allocated goodwill of which was $2.5 billion at March 31, 2020. The test did not indicate impairment of the reporting unit.
Management used both discounted cash flows and market multiples, including implied RAV premiums, which required significant assumptions, to estimate the fair value of the reporting units.
Significant assumptions used in the discounted cash flows include discount and growth rates, the finalization of RIIO-ED2, and projected operating and capital cash flows. Projected operating and
capital cash flows are based on the internal business plans, which assume the occurrence of certain future events. Significant assumptions used in the market multiples include sector market
performance and comparable transactions.
A high degree of judgment is required to develop estimates related to fair value conclusions. A decrease in the forecasted cash flows of 10%, an increase in the discount rate of 10%, or a 10%
decrease in the market multiples would not have resulted in an impairment of goodwill for the U.K. Regulated segment reporting unit.
During the three months ended June 30, 2020, no goodwill impairment triggers were identified. However, an impairment charge could occur in future periods if PPL’s share price or any of the
assumptions used in determining fair value of the reporting units are negatively impacted.
U.K. Corporation Tax Rate Change (PPL)
The U.K. corporation tax rate was scheduled to be reduced from 19% to 17%, effective April 1, 2020. On March 11, 2020, the U.K. Finance Act 2020 included a cancellation of the tax rate reduction
to 17%, thereby maintaining the corporation tax rate at 19% for financial years 2020 and 2021. The Finance Act 2020 was formally enacted on July 22, 2020. The impact of the
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cancellation of the corporate tax rate reduction will result in an increase in deferred tax liabilities and a corresponding deferred tax expense of approximately $100 million to $110 million, which will
be recorded in the third quarter of 2020.
U.S. Tax Reform (All Registrants)
In July 2020, the IRS issued final and new proposed regulations relating to limitations on interest deductibility for tax purposes. The final regulations are expected to apply to the Registrants for 2020,
while the proposed regulations will apply in the year in which the regulations are issued in final form, which is expected to be in 2021. The Registrants are evaluating the final and proposed
regulations, but do not expect the regulations to have a material impact on the Registrants’ financial condition or results of operations.
U.K. Withdrawal from European Union (PPL)
In March 2017, the U.K. Government invoked Article 50 (Article 50) of the Lisbon Treaty, formally beginning the two-year period for the U.K. to negotiate an agreement specifying the terms of its
withdrawal from the European Union (EU), popularly referred to as Brexit. After repeated extensions, in October 2019, the EU agreed to extend the Article 50 process until January 31, 2020.
Following an early general election in December 2019, which resulted in a substantial Conservative Party Parliamentary majority, the U.K. and EU Parliaments voted to approve the EU withdrawal
agreement negotiated by Prime Minister Boris Johnson.
The U.K. formally left the EU on January 31, 2020, entering a transition period that is scheduled to end on December 31, 2020. During the transition period, the U.K. will seek to negotiate a free
trade arrangement with the EU and also negotiate new trade terms with countries outside of the EU. The deadline for the U.K. requesting an extension to the transition period passed on June 30, 2020.
Significant uncertainty continues to surround the outcome of the transition period. PPL believes that its greatest risks relate to any extended period of depressed value of the GBP or the potential
further decline in the value of the GBP compared to the U.S. dollar. A decline in the value of the GBP compared to the U.S. dollar will reduce the value of WPD's earnings to PPL.
PPL has executed hedges to mitigate the foreign exchange risk to its U.K. earnings. As of August 5, 2020, PPL's foreign exchange exposure related to budgeted earnings is approximately 95% hedged
for 2020 at an average rate of $1.47 per GBP and approximately 8% hedged for 2021 at an average rate of $1.32 per GBP.
PPL cannot predict the impact, in either the short-term or long-term, on foreign exchange rates or PPL's financial condition that may be experienced as a result of the actions taken by the U.K.
government to withdraw from the EU, although such impacts could be material.
PPL does not expect the financial condition and results of operations of WPD, itself, to change significantly as a result of Brexit. The regulatory environment and operation of WPD's businesses are
not expected to change. RIIO-ED1, the current price control, with allowed revenues agreed with Ofgem runs through March 2023. The impact of a slower economy or recession on WPD would be
mitigated in part because U.K. regulation provides that any reduction in the volume of electricity delivered will be recovered in allowed revenues in future periods through the K-factor adjustment.
See "Item 1. Business - Segment Information - U.K. Regulated Segment" in PPL's 2019 Form 10-K for additional information on the current price control and K-factor adjustment. In addition, an
increase in inflation would have a positive effect on revenues and RAV as annual inflation adjustments are applied to both revenues and RAV (and real returns are earned on inflated RAV). This
impact, however, would be partially offset by higher operation and maintenance expenses and interest expense on index-linked debt. With respect to access to financing, WPD has substantial
borrowing capacity under existing credit facilities and expects to continue to have access to all major financial markets. With respect to access to and cost of equipment and other materials, WPD
management continues to review U.K. government issued advice on preparations for Brexit and has taken actions to mitigate potential increasing costs and disruption to its critical sources of supply.
Additionally, less than 1% of WPD's employees are non-U.K. EU nationals and no change in their domicile is expected.
Regulatory Requirements
(All Registrants)
The Registrants cannot predict the impact that future regulatory requirements may have on their financial condition or results of operations.
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(PPL, LKE, LG&E and KU)
The businesses of LKE, LG&E and KU are subject to extensive federal, state and local environmental laws, rules and regulations, including those pertaining to CCRs, GHG, and ELGs. See Notes 7,
10 and 15 to the Financial Statements for a discussion of these significant environmental matters. These and other stringent environmental requirements led PPL, LKE, LG&E and KU to retire
approximately 1,000 MW of coal-fired generating plants in Kentucky since 2015.
RIIO-2 Framework (PPL)
In 2018, Ofgem issued its consultation document on the RIIO-2 framework, covering all U.K. gas and electricity transmission and distribution price controls. The current electricity distribution price
control, RIIO-ED1, continues through March 31, 2023 and will not be impacted by the RIIO-2 consultation process. Later in 2018, Ofgem published its decision following its RIIO-2 framework
consultation after consideration of comments received including those from WPD and PPL.
In August 2019, Ofgem published an open letter seeking views on its proposed sector specific approach on the RIIO-ED2 framework. WPD and PPL provided responses to this open letter. In
December 2019, Ofgem published its decision on the RIIO-ED2 framework, thus confirming the following points in its RIIO-2 and RIIO-ED2 framework decision documents:
•
•
•
•
•
•
•
•
•

RIIO-ED2 will be a five-year price control period, compared to eight years in the current RIIO-ED1 price control.
CPI or CPIH will be used for inflation measurement in calculating both RAV and allowed returns rather than RPI.
The baseline allowed return on equity will be set using the same methodology in all RIIO-2 sectors. The new methodology includes; (a) an equity indexation, whereby the allowed
return on equity is updated to reflect changes in the risk-free rate, and (b) potentially setting the allowed return 0.5% below the expected return.
Full debt indexation will be retained.
The early settlement process (fast tracking) will be removed and replaced with an alternative mechanism to incentivize high-quality, rigorous and ambitious business plans.
The Totex incentive rate will be based on a confidence level for setting baseline cost allowances.
A new enhanced engagement model will be introduced requiring distribution companies to set up a customer engagement group to provide Ofgem with a public report of local
stakeholders’ views on the companies’ business plans. Ofgem will also establish an independent RIIO-2 challenge group comprised of consumer experts to provide Ofgem with a
public report on companies’ business plans.
There will be no change to the existing depreciation policy of using economic asset lives as the basis for depreciating RAV as part of base revenue calculations. WPD is currently
transitioning to 45-year asset lives for new additions in RIIO-ED1 based on Ofgem’s extensive review of asset lives in RIIO-ED1.
A focus of RIIO-2 will be on whole-system outcomes. Ofgem intends for network companies and system operators to work together to ensure the energy system as a whole is
efficient and delivers the best value to consumers. Ofgem is undertaking further work to clarify the definition of whole-system and the appropriate roles of the network companies in
supporting this objective. Ofgem is still undecided on how DSO functions are to be treated. Ofgem will include a DSO reopener to reassess progress made in the establishment of
DSO activities.

On July 30, 2020 Ofgem published its consultation on the RIIO-ED2 price control methodology which Ofgem will use to apply its framework decisions listed above. Some of the key aspects in
Ofgem’s consultation include:
•
•
•
•
•

Proposing a suite of Net-Zero related investment and innovation mechanisms, including a Net Zero re-opener, to ensure that RIIO-ED2 is adaptable and can keep pace with changes
in the wider policy and technological environment.
Consulting on four different models for managing strategic investment to enable more flexibility within the price control and allow DNOs to adapt their investment plans to keep
pace with Net Zero.
Consulting on debt allowance proposals including the debt allowance calibration, the index used, and a possible additional cost of borrowing allowance.
Consulting on whether the three-stage equity indexation methodology for baseline allowance returns proposed in the Gas Distribution and Transmission Draft Determination should
equally apply to the ED sector and if the estimation approach for systematic risk should differ for ED2.
Proposing to introduce a suite of reforms to define and regulate the distribution system operation. In the first instance, those reforms will apply to DNOs.
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WPD and PPL continue to be fully engaged in the RIIO-ED2 process. The comment period on the July 30, 2020 consultation closes on October 1, 2020, and a decision on the RIIO-ED2 Sector
Specific Methodology will be made in December 2020. Final Determinations for RIIO-ED2 will be made in December 2022. The RIIO-ED2 price control will come into effect on April 1, 2023. PPL
cannot predict the outcome of this process or the long-term impact the final RIIO-ED2 price control will have on its financial condition or results of operations.
Challenge to PPL Electric Transmission Formula Rate Return on Equity
(PPL and PPL Electric)
On May 21, 2020, PP&L Industrial Customer Alliance (PPLICA) filed a complaint with the FERC alleging that PPL Electric's base return on equity (ROE) of 11.18% used to determine PPL
Electric's formula transmission rate is unjust and unreasonable, and proposing an alternative ROE of 8.0% based on its interpretation of FERC Opinion No. 569. However, also on May 21, 2020, the
FERC issued Opinion No. 569-A in response to numerous requests for rehearing of Opinion No. 569, which revised the method for analyzing base ROE. On June 10, 2020, PPLICA filed a Motion to
Supplement the May 21, 2020 complaint in which PPLICA continued to allege that PPL Electric’s base ROE is unjust and unreasonable, but revised its analysis of PPL Electric's base ROE to reflect
the guidance provided in Opinion No. 569-A. The amended complaint proposed an updated alternative ROE of 8.5% and also requested that the FERC preserve the original refund effective date as
established by the filing of the original complaint on May 21, 2020. Several parties have filed motions to intervene, including one party who filed Comments in Support of the original complaint.
On July 10, 2020, PPL Electric filed its Answer and supporting Testimony to the PPLICA filings arguing that the FERC should deny the original and amended complaints as they are without merit
and fail to demonstrate the existing base ROE is unjust and unreasonable. In addition, in the event the FERC determines PPL Electric's ROE to be unjust and unreasonable, PPL Electric contends a
refund effective date should be set for no earlier than June 10, 2020 and PPLICA's proposed replacement ROE should be rejected. This proceeding remains pending before the FERC. On July 27,
2020, an intervenor filed a motion for permission to respond and a response to PPL Electric’s Answer contesting the arguments made in that Answer. PPL Electric believes its ROE is just and
reasonable and that it has meritorious defenses against the original and amended complaints. At this time, PPL Electric cannot predict the outcome of this matter or the range of possible losses, if any,
that may be incurred. However, revenue earned from May 21, 2020 through the settlement of this matter may be subject to refund. A change of 50 basis points to the base ROE would impact PPL
Electric's net income by approximately $12 million on an annual basis.
FERC Transmission Rate Filing
(PPL, LKE, LG&E and KU)
In 2018, LG&E and KU applied to the FERC requesting elimination of certain on-going credits to a sub-set of transmission customers relating to the 1998 merger of LG&E's and KU's parent entities
and the 2006 withdrawal of LG&E and KU from the Midcontinent Independent System Operator, Inc. (MISO), a regional transmission operator and energy market. The application sought
termination of LG&E's and KU's commitment to provide certain Kentucky municipalities mitigation for certain horizontal market power concerns arising out of the 1998 LG&E and KU merger and
2006 MISO withdrawal. The amounts at issue are generally waivers or credits granted to a limited number of Kentucky municipalities for either certain LG&E and KU or MISO transmission charges
incurred for transmission service received. Due to the development of robust, accessible energy markets over time, LG&E and KU believe the mitigation commitments are no longer relevant or
appropriate. In March 2019, the FERC granted LG&E's and KU's request to remove the ongoing credits, conditioned upon the implementation by LG&E and KU of a transition mechanism for certain
existing power supply arrangements, subject to FERC review and approval. In July 2019, LG&E and KU proposed their transition mechanism to the FERC and in September 2019, the FERC rejected
the proposed transition mechanism and issued a separate order providing clarifications of certain aspects of the March order. In October 2019, LG&E and KU filed requests for rehearing and
clarification on the two September orders. Certain petitions for review of the FERC's orders have been filed by multiple parties, including LG&E and KU, with the D.C. Circuit Court of Appeals.
LG&E and KU cannot predict the outcome of these proceedings. In February 2020, the D.C. Circuit Court of Appeals issued an order holding the various appeals in abeyance pending the FERC's
rehearing process. LG&E and KU currently receive recovery of waivers and credits provided through other rate mechanisms.
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(PPL and PPL Electric)
In April 2020, PPL Electric filed its annual transmission formula rate update with the FERC, reflecting a revised revenue requirement that took effect in June 2020.
Rate Case Proceedings
(LKE and KU)
In July 2019, KU filed a request with the VSCC for an increase in annual Virginia base electricity revenues of approximately $13 million, representing an increase of 18.2%. In January 2020, KU
reached a partial settlement agreement including an increase in annual Virginia base electricity revenues of $9 million effective May 1, 2020, representing an increase of 12.9%. A hearing on the
settlement and certain tariff provisions was held in January 2020. On April 6, 2020, the VSCC issued an order approving the settlement and Hearing Examiner tariff provision recommendations. KU
implemented the new rates on May 1, 2020.
Results of Operations
(PPL)
The "Statement of Income Analysis" discussion below describes significant changes in principal line items on PPL's Statements of Income, comparing the three and six months ended June 30, 2020
with the same periods in 2019. The "Segment Earnings" and "Adjusted Gross Margins" discussions for PPL provide a review of results by reportable segment. These discussions include non-GAAP
financial measures, including "Earnings from Ongoing Operations" and "Adjusted Gross Margins," and provide explanations of the non-GAAP financial measures and a reconciliation of those
measures to the most comparable GAAP measure.
Tables analyzing changes in amounts between periods within "Statement of Income Analysis," "Segment Earnings" and "Adjusted Gross Margins" are presented on a constant GBP to U.S. dollar
exchange rate basis, where applicable, in order to isolate the impact of the change in the exchange rate on the item being explained. Results computed on a constant GBP to U.S. dollar exchange rate
basis are calculated by translating current year results at the prior year weighted-average GBP to U.S. dollar exchange rate.
(PPL Electric, LKE, LG&E and KU)
A "Statement of Income Analysis" is presented separately for PPL Electric, LKE, LG&E and KU. The "Statement of Income Analysis" discussion below describes significant changes in principal
line items on the Statements of Income, comparing the three and six months ended June 30, 2020 with the same periods in 2019.
(All Registrants)
The results for interim periods can be disproportionately influenced by numerous factors and developments and by seasonal variations. As such, the results of operations for interim periods do not
necessarily indicate results or trends for the year or future periods.
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PPL: Statement of Income Analysis, Segment Earnings and Adjusted Gross Margins
Statement
- - - -of-Income
- - - Analysis
-- Net income for the periods ended June 30 includes the following results:
Three Months
2020
Operating Revenues
Operating Expenses
Operation
Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income

$

Six Months

2019
1,739

$

$ Change
1,803

$

2020
(64)

$

2019
3,793

$

$ Change
3,882

$

(89)

138
133
487
319
67

168
138
482
300
75

(30)
(5)
5
19
(8)

301
334
963
636
147

362
388
972
584
155

(61)
(54)
(9)
52
(8)

Total Operating Expenses

1,144

1,163

(19)

2,381

2,461

(80)

Other Income (Expense) - net
Interest Expense
Income Taxes

76
253
74

131
246
84

(55)
7
(10)

201
501
214

183
487
210

18
14
4

Net Income

$

344

$

441

$

(97)

$

898

$

907

$

(9)

Operating Revenues
The increase (decrease) in operating revenues was due to:
Three Months
Domestic:
PPL Electric Distribution volumes (a)
PPL Electric PLR (b)
PPL Electric Transmission Formula Rate (c)
LKE Retail Rates (d)
LKE ECR (e)
LKE Fuel and other energy prices (f)
LKE Municipal supply (g)
LKE Volumes (h)
LKE Demand (i)
Other

$

Total Domestic

Six Months

7
2
23
15
9
(18)
(6)
(13)
(17)
(1)

$

(17)
(25)
39
64
28
(39)
(28)
(51)
(24)
(2)

1

(55)

5
(41)
(25)
(4)

23
(40)
(16)
(1)

U.K.:
Price
Volume (i)
Foreign currency exchange rates
Other
Total U.K.

(65)
$

Total
(a) The decrease for the six months ended June 30, 2020 was primarily due to warmer weather in Q1 2020.
(b) The decrease for the six months ended June 30, 2020 was primarily the result of lower energy prices, partially offset by higher volumes in Q2 2020.
(c) The increases were primarily due to increased returns on capital investments.
(d) The increases were due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.
(e) The increases were primarily due to higher recoverable depreciation expense as a result of higher depreciation rates effective May 1, 2019
(f) The decreases were due to lower recoveries of fuel and energy purchases due to lower commodity costs.
(g) The decreases were due to the termination of eight supply contracts with Kentucky municipalities on April 30, 2019.
(h) The decreases were primarily due to weather.
(i) The decreases were primarily due to COVID-19.
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(34)
$

(89)
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Fuel
Fuel decreased $30 million for three months ended June 30, 2020 compared with 2019, primarily due to a $18 million decrease in volumes driven by weather and a $15 million decrease in
commodity costs.
Fuel decreased $61 million for the six months ended June 30, 2020 compared with 2019, primarily due to a $39 million decrease in volumes driven by weather and a $25 million decrease in
commodity costs.
Energy Purchases
Energy purchases decreased $5 million for the three months ended June 30, 2020 compared with 2019, primarily due to lower PLR prices of $14 million, offset by higher PLR volumes of $10 million
and higher transmission enhancement expenses of $6 million at PPL Electric as well as a $5 million decrease in commodity costs at LKE.
Energy purchases decreased $54 million for the six months ended June 30, 2020 compared with 2019, primarily due to lower PLR prices of $33 million, partially offset by higher transmission
enhancement expenses of $11 million at PPL Electric as well as a $19 million decrease in commodity costs at LKE.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance was due to:
Three Months
Domestic:
PPL Electric Act 129
PPL Electric canceled projects
LKE plant operations and maintenance
LKE COVID-19 impact
Storm Costs
Other
U.K.:
Pension
Foreign currency exchange rates
COVID-19 impact
Other

$

Six Months
(4)
—
(5)
5
(4)
6

$

(7)
9
(8)
5
(23)
(4)

2
(7)
15
(3)
$

Total

3
(5)
15
6

5

$

(9)

Depreciation
The increase in depreciation was due to:
Three Months

Six Months

Additions to PP&E, net
Foreign currency exchange rates
Depreciation rates (a)
Other

$

14
(3)
7
1

$

26
(2)
26
2

Total

$

19

$

52

(a)

Higher depreciation rates were effective May 1, 2019 at LG&E and KU.

Taxes, other than Income
Taxes, other than income decreased $8 million for the three and six months ended June 30, 2020 compared with 2019, primarily due to the settlement of 2008 - 2010 gross receipts tax assessments.

81

Table of Contents
Other Income (Expense) - net
The increase (decrease) in other income (expense) - net was due to:
Three Months

Six Months

Economic foreign currency exchange contracts (Note 14)
Defined benefit plans - non-service credits (Note 9)
Other

$

(44)
(13)
2

$

51
(25)
(8)

Total

$

(55)

$

18

Interest Expense
The increase (decrease) in interest expense was due to:
Three Months

Six Months

Long-term debt interest expense
Short-term debt interest expense
Foreign currency exchange rates
Other

$

18
(5)
(4)
(2)

$

26
(7)
(3)
(2)

Total

$

7

$

14

Income Taxes
The increase (decrease) in income taxes was due to:
Three Months

Six Months

Change in pre-tax income
Kentucky recycling credit, net of federal income tax expense (a)
Other

$

(22)
20
(8)

$

(4)
20
(12)

Total

$

(10)

$

4

(a)

During the second quarter of 2019, LKE recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a result, qualify for a Kentucky recycling credit. The
applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky. A portion of this amount has been reserved due to insufficient Kentucky taxable income projected at LKE.

Segment Earnings
PPL's Net Income by reportable segment for the periods ended June 30 was as follows:
Three Months
2020

Six Months

2019

$ Change

2020

2019

$ Change

U.K. Regulated
Kentucky Regulated
Pennsylvania Regulated
Corporate and Other (a)

$

179
74
118
(27)

$

284
97
94
(34)

$

(105)
(23)
24
7

$

519
201
236
(58)

$

548
214
215
(70)

$

(29)
(13)
21
12

Net Income

$

344

$

441

$

(97)

$

898

$

907

$

(9)

(a)

Primarily represents financing and certain other costs incurred at the corporate level that have not been allocated or assigned to the segments, which are presented to reconcile segment information to PPL's consolidated results.

Earnings from Ongoing Operations
Management utilizes "Earnings from Ongoing Operations" as a non-GAAP financial measure that should not be considered as an alternative to net income, an indicator of operating performance
determined in accordance with GAAP. PPL believes that Earnings from Ongoing Operations is useful and meaningful to investors because it provides management's view of PPL's earnings
performance as another criterion in making investment decisions. In addition, PPL's management uses Earnings from Ongoing Operations in measuring achievement of certain corporate performance
goals, including targets for certain executive incentive compensation. Other companies may use different measures to present financial performance.
Earnings from Ongoing Operations is adjusted for the impact of special items. Special items are presented in the financial tables on an after-tax basis with the related income taxes on special items
separately disclosed. Income taxes on special items, when
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applicable, are calculated based on the statutory tax rate of the entity where the activity is recorded. Special items may include items such as:
• Unrealized gains or losses on foreign currency economic hedges (as discussed below).
• Gains and losses on sales of assets not in the ordinary course of business.
• Impairment charges.
• Significant workforce reduction and other restructuring effects.
• Acquisition and divestiture-related adjustments.
• Other charges or credits that are, in management's view, non-recurring or otherwise not reflective of the company's ongoing operations.
Unrealized gains or losses on foreign currency economic hedges include the changes in fair value of foreign currency contracts used to hedge GBP-denominated anticipated earnings. The changes in
fair value of these contracts are recognized immediately within GAAP earnings. Management believes that excluding these amounts from Earnings from Ongoing Operations until settlement of the
contracts provides a better matching of the financial impacts of those contracts with the economic value of PPL's underlying hedged earnings. See Note 14 to the Financial Statements and "Risk
Management" below for additional information on foreign currency economic activity.
PPL's Earnings from Ongoing Operations by reportable segment for the periods ended June 30 were as follows:
Three Months
2020

Six Months

2019

$ Change

2020

U.K. Regulated
Kentucky Regulated
Pennsylvania Regulated
Corporate and Other

$

256
78
118
(25)

$

264
97
94
(33)

$

(8)
(19)
24
8

Earnings from Ongoing Operations

$

427

$

422

$

5

$

2019

$ Change

$

568
214
215
(67)

$

$

554
205
236
(54)

(14)
(9)
21
13

$

941

$

930

$

11

See "Reconciliation of Earnings from Ongoing Operations" below for a reconciliation of this non-GAAP financial measure to Net Income.
U.K. Regulated Segment
The U.K. Regulated segment consists of PPL Global, which primarily includes WPD's regulated electricity distribution operations, the results of hedging the translation of WPD's earnings from GBP
into U.S. dollars, and certain costs, such as U.S. income taxes, administrative costs and certain acquisition-related financing costs. The U.K. Regulated segment represents 58% of PPL's Net Income
for the six months ended June 30, 2020 and 38% of PPL's assets at June 30, 2020.
Net Income and Earnings from Ongoing Operations for the periods ended June 30 include the following results.
Three Months
2020
Operating revenues

$

Other operation and maintenance
Depreciation
Taxes, other than income
Total operating expenses
Other Income (Expense) - net
Interest Expense
Income Taxes
Net Income
Less: Special Items
Earnings from Ongoing Operations

$

Six Months

2019
476

$

$ Change
541

142
64
31

133
64
32

237
65
97
28
179
(77)
256

$

$

2020
(65)

$

2019
1,090

$

$ Change
1,124

$

(34)

9
—
(1)

271
131
63

251
126
64

20
5
(1)

229

8

465

441

24

124
96
56

(59)
1
(28)

195
199
102

169
195
109

26
4
(7)

284
20

(105)
(97)

519
(35)

548
(20)

(29)
(15)

264

$

(8)

$

554

$

568

$

(14)

The following after-tax gains (losses), which management considers special items, impacted the U.K. Regulated segment's results and are excluded from Earnings from Ongoing Operations during
the periods ended June 30.
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Three Months
Income Statement Line Item
Foreign currency economic hedges, net of tax of $17, ($7), $6, $4 (a)
COVID-19 impact, net of tax of $3, $0, $3, $0 (b)
Other, net of tax $0, $1, $0, $1 (c)

Other Income (Expense) - net
Other operation and maintenance
Other operation and maintenance

Total Special Items
(a)
(b)
(c)

2020

Six Months
2019

2020

2019

$

(65)
(12)
—

$

24
—
(4)

$

(23)
(12)
—

$

(16)
—
(4)

$

(77)

$

20

$

(35)

$

(20)

Unrealized gains (losses) on contracts that economically hedge anticipated GBP-denominated earnings.
Incremental costs for labor not chargeable to capital projects due to U.K. government lockdown restrictions, purchases of personal protective equipment and other safety related actions associated with the COVID-19 pandemic.
Settlement of a contractual dispute.

The changes in the components of the U.K. Regulated segment's results between these periods are due to the factors set forth below, which reflect amounts classified as U.K. Adjusted Gross Margins,
the items that management considers special and the effects of movements in foreign currency exchange, including the effects of foreign currency hedge contracts, on separate lines and not in their
respective Statement of Income line items.
Three Months
U.K.
U.K. Adjusted Gross Margins
Other operation and maintenance
Depreciation
Other Income (Expense) - net
Interest expense
Income taxes
U.S.
Income taxes
Other
Foreign currency exchange, after-tax

$

Earnings from Ongoing Operations
Special items, after-tax
$

Net Income

Six Months

(37)
(6)
(4)
(11)
(5)
16

$

(17)
(16)
(7)
(22)
(7)
17

—
(4)
43

(1)
(1)
40

(8)
(97)

(14)
(15)

(105)

$

(29)

U.K.
•

See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of U.K. Adjusted Gross Margins.

•

Higher other operation and maintenance expense for the six month period primarily due to increases in various costs that were not individually significant in comparison to the prior year.

•

Lower other income (expense) - net for the three and six month periods primarily due to lower pension income.

•

Lower income taxes for the three month period primarily due to lower pre-tax income.

Kentucky Regulated Segment
The Kentucky Regulated segment consists primarily of LKE's regulated electricity generation, transmission and distribution operations conducted by LG&E and KU, as well as LG&E's regulated
distribution and sale of natural gas. In addition, certain acquisition-related financing costs are allocated to the Kentucky Regulated segment. The Kentucky Regulated segment represents 22% of
PPL's Net Income for the six months ended June 30, 2020 and 34% of PPL's assets at June 30, 2020.
Net Income and Earnings from Ongoing Operations for the periods ended June 30 include the following results.
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Three Months
2020
Operating revenues

$

Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income
Total operating expenses

Six Months

2019
700

$

$ Change
732

$

2020
(32)

$

2019
1,525

$

$ Change
1,577

$

(52)

138
22
207
151
18

168
27
208
135
18

(30)
(5)
(1)
16
—

301
79
411
300
36

362
106
422
258
36

(61)
(27)
(11)
42
—

536

556

(20)

1,127

1,184

(57)

Other Income (Expense) - net
Interest Expense
Income Taxes

2
77
15

—
78
1

2
(1)
14

2
152
47

—
148
31

2
4
16

Net Income
Less: Special Items

74
(4)

97
—

(23)
(4)

201
(4)

214
—

(13)
(4)

Earnings from Ongoing Operations

$

78

$

97

$

(19)

$

205

$

214

$

(9)

The following after-tax gains (losses), which management considers special items, impacted the Kentucky Regulated segment's results and are excluded from Earnings from Ongoing Operations
during the periods ended June 30.
Three Months
Income Statement Line Item
COVID-19 impact, net of tax of $1, $0, $1, $0 (a)

Other operation and maintenance

Total Special Items
(a)

2020

Six Months
2019

2020

2019

$

(4)

$

—

$

(4)

$

—

$

(4)

$

—

$

(4)

$

—

Incremental costs for outside services, customer payment processing, personal protective equipment and other safety related actions associated with the COVID-19 pandemic.

The changes in the components of the Kentucky Regulated segment's results between these periods were due to the factors set forth below, which reflect amounts classified as Kentucky Adjusted
Gross Margins and the items that management considers special on separate lines and not in their respective Statement of Income line items.
Three Months
Kentucky Adjusted Gross Margins
Other operation and maintenance
Depreciation
Taxes, other than income
Other Income (Expense) - net
Interest Expense
Income Taxes

$

Earnings from Ongoing Operations
Special items, after-tax

(5)
3
(7)
2
2
1
(15)

Six Months
$

(19)
(4)
$

Net Income

(23)

12
12
(15)
1
2
(4)
(17)
(9)
(4)

$

(13)

•

See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of Kentucky Adjusted Gross Margins.

•

Higher depreciation expense for the six month period primarily due to an $8 million increase related to additional assets placed into service, net of retirements and a $7 million increase related to
higher depreciation rates effective May 1, 2019.

•

Higher income tax expense for the three and six month periods primarily due to a deferred income tax benefit recorded in 2019 related to a Kentucky recycling credit of $17 million.

Pennsylvania Regulated Segment
The Pennsylvania Regulated segment includes the regulated electricity transmission and distribution operations of PPL Electric. In addition, certain costs are allocated to the Pennsylvania Regulated
segment. The Pennsylvania Regulated segment represents 26% of PPL's Net Income for the six months ended June 30, 2020 and 26% of PPL's assets at June 30, 2020.
Net Income and Earnings from Ongoing Operations for the periods ended June 30 include the following results.
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Three Months
2020
Operating revenues

$

Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income
Total operating expenses
Other Income (Expense) - net
Interest Expense
Income Taxes
Net Income
Less: Special Item (a)
Earnings from Ongoing Operations
(a)

$

Six Months

2019
554

$

$ Change
521

$

2020
33

$

2019
1,162

$

$ Change
1,166

$

(4)

111
129
101
18

110
130
96
24

1
(1)
5
(6)

255
266
199
48

281
280
191
55

(26)
(14)
8
(7)

359

360

(1)

768

807

(39)

5
42
40

6
41
32

(1)
1
8

9
86
81

13
83
74

(4)
3
7

118
—

94
—

24
—

236
—

215
—

21
—

118

$

94

$

24

$

236

$

215

$

21

There are no items that management considers special for the periods presented.

The changes in the components of the Pennsylvania Regulated segment's results between these periods are due to the factors set forth below, which reflect amounts classified as Pennsylvania
Adjusted Gross Margins on a separate line and not in their respective Statement of Income line items.
Three Months

Six Months

Pennsylvania Adjusted Gross Margins
Other operation and maintenance
Depreciation
Taxes, other than income
Other Income (Expense) - net
Interest Expense
Income Taxes

$

37
(7)
(4)
8
(1)
(1)
(8)

$

35
(2)
(5)
7
(4)
(3)
(7)

Net Income

$

24

$

21

•

See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of Pennsylvania Adjusted Gross Margins.

•

Higher other operation and maintenance expense for the three month period primarily due to higher bad debt expense.

•

Lower taxes, other than income, for the three month period primarily due to the settlement of 2008 - 2010 gross receipts tax assessments.

•

Higher income taxes for the three month period primarily due to higher pre-tax income.

Reconciliation of Earnings from Ongoing Operations
The following tables contain after-tax gains (losses), in total, which management considers special items, that are excluded from Earnings from Ongoing Operations and a reconciliation to PPL's "Net
Income" for the periods ended June 30.
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2020 Three Months
U.K.
Regulated
Net Income
Less: Special Item (expense) benefit:
Foreign currency economic hedges, net of tax of $17
Talen litigation costs, net of tax of $0 (a)
COVID-19 impact, net of tax of $4

$

179

KY
Regulated
$

74

(65)
—
(12)

Total Special Items

256

$

—
—
(4)

(77)
$

Earnings from Ongoing Operations

PA
Regulated

78

$

—
—
—

(4)
$

118

Corporate
and Other

118

Total
$

344

—
(2)
—

—
$

(27)

(65)
(2)
(16)

(2)
$

(25)

(83)
$

427

2019 Three Months
U.K.
Regulated
Net Income
Less: Special Item (expense) benefit:
Foreign currency economic hedges, net of tax of ($7)
Talen litigation costs, net of tax of $1 (a)
Other, net of tax of $1

$

284

KY
Regulated
$

24
—
(4)

Total Special Items

264

$

—
—
—

20
$

Earnings from Ongoing Operations

PA
Regulated

97

97

Corporate
and Other
$

—
—
—

—
$

94

94

Total
$

441

—
(1)
—

—
$

(34)

24
(1)
(4)

(1)
$

(33)

19
$

422

2020 Six Months
U.K.
Regulated
Net Income
Less: Special Items (expense) benefit:
Foreign currency economic hedges, net of tax of $6
Talen litigation costs, net of tax of $1 (a)
COVID-19 impact, net of tax of $4

$

519

KY
Regulated
$

(23)
—
(12)

Total Special Items

554

$

—
—
(4)

(35)
$

Earnings from Ongoing Operations

PA
Regulated

201

205

Corporate
and Other
$

—
—
—

(4)
$

236

236

Total
$

898

—
(4)
—

—
$

(58)

(23)
(4)
(16)

(4)
$

(54)

(43)
$

941

2019 Six Months
U.K.
Regulated
Net Income
Less: Special Items (expense) benefit:
Foreign currency economic hedges, net of tax of $4
Talen litigation costs, net of tax of $1 (a)
Other, net of tax of $1

$

$

(16)
—
(4)

Total Special Items

568

214

PA
Regulated
$

—
—
—

(20)
$

Earnings from Ongoing Operations
(a)

548

KY
Regulated

214

$

—
—
—

—
$

215

Corporate
and Other

215

Total
$

—
(3)
—

—
$

(70)

(16)
(3)
(4)

(3)
$

(67)

907

(23)
$

930

PPL incurred legal expenses related to litigation with its former affiliate, Talen Montana. See Note 10 to the Financial Statements for additional information.

Adjusted Gross Margins
Management also utilizes the following non-GAAP financial measures as indicators of performance for its businesses:
•

"U.K. Adjusted Gross Margins" is a single financial performance measure of the electricity distribution operations of the U.K. Regulated segment. In calculating this measure, direct costs such as
connection charges from National Grid, which owns and manages the electricity transmission network in England and Wales, and Ofgem license fees (recorded in "Other operation and
maintenance" on the Statements of Income) are deducted from operating revenues, as they are costs passed through to customers. As a result, this measure represents the net revenues from the
delivery of electricity across WPD's distribution network in the U.K. and directly related activities.
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•

"Kentucky Adjusted Gross Margins" is a single financial performance measure of the electricity generation, transmission and distribution operations of the Kentucky Regulated segment, as well
as the Kentucky Regulated segment's distribution and sale of natural gas. In calculating this measure, fuel, energy purchases and certain variable costs of production (recorded in "Other operation
and maintenance" on the Statements of Income) are deducted from operating revenues. In addition, certain other expenses, recorded in "Other operation and maintenance," "Depreciation" and
"Taxes, other than income" on the Statements of Income, associated with approved cost recovery mechanisms are offset against the recovery of those expenses, which are included in revenues.
These mechanisms allow for direct recovery of these expenses and, in some cases, returns on capital investments and performance incentives. As a result, this measure represents the net revenues
from electricity and gas operations.

•

"Pennsylvania Adjusted Gross Margins" is a single financial performance measure of the electricity transmission and distribution operations of the Pennsylvania Regulated segment. In
calculating this measure, utility revenues and expenses associated with approved recovery mechanisms, including energy provided as a PLR, are offset with minimal impact on earnings. Costs
associated with these mechanisms are recorded in "Energy purchases," "Other operation and maintenance" (which are primarily Act 129, Storm Damage and Universal Service program costs),
"Depreciation" (which is primarily related to the Act 129 Smart Meter program) and "Taxes, other than income" (which is primarily gross receipts tax) on the Statements of Income. This measure
represents the net revenues from the Pennsylvania Regulated segment's electricity delivery operations.

These measures are not intended to replace "Operating Income," which is determined in accordance with GAAP, as an indicator of overall operating performance. Other companies may use different
measures to analyze and report their results of operations. Management believes these measures provide additional useful criteria to make investment decisions. These performance measures are used,
in conjunction with other information, by senior management and PPL's Board of Directors to manage operations and analyze actual results compared with budget.
Changes
in Adjusted
Margins
- -- - - -Gross
--The following table shows Adjusted Gross Margins by PPL's reportable segment and by component, as applicable, for the periods ended June 30 as well as the change between periods. The factors
that gave rise to the changes are described following the table.
Three Months
2020

Six Months

2019

$ Change

2020

2019

$ Change

U.K. Regulated
$

U.K. Adjusted Gross Margins

439

$

500

$

Impact of changes in foreign currency exchange rates

(61)

$

1,014

$

1,046

$

(32)

$

(17)

(24)

U.K. Adjusted Gross Margins excluding impact of foreign currency exchange rates

$

(37)

(15)

Kentucky Regulated
Total Kentucky Adjusted Gross Margins
Pennsylvania Regulated
Pennsylvania Adjusted Gross Margins
Distribution
Transmission
Total Pennsylvania Adjusted Gross Margins

$

479

$

484

$

(5)

$

1,026

$

1,014

$

12

$

218
165

$

204
142

$

14
23

$

460
324

$

464
285

$

(4)
39

$

383

$

346

$

37

$

784

$

749

$

35

U.K. Adjusted Gross Margins
U.K. Adjusted Gross Margins, excluding the impact of changes in foreign currency exchange rates, decreased for the three months ended June 30, 2020, compared with 2019, primarily due to $40
million of lower volumes due to the COVID-19 lockdown restrictions that were effective beginning the latter half of March 2020, partially offset by $5 million from the April 1, 2019 price increase.
U.K. Adjusted Gross Margins, excluding the impact of changes in foreign currency exchange rates, decreased for the six months ended June 30, 2020, compared with 2019, primarily due to $40
million of lower volumes due to the COVID-19
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lockdown restrictions that were effective beginning the latter half of March 2020, partially offset by $23 million from the April 1, 2019 price increase.
Kentucky Adjusted Gross Margins
Kentucky Adjusted Gross Margins decreased for the three months ended June 30, 2020 compared with 2019, primarily due to $17 million of lower commercial and industrial demand revenue
primarily due to impacts of COVID-19 and a $2 million decrease due to the termination of eight supply contracts with Kentucky municipalities on April 30, 2019, partially offset by higher retail rates
approved by the KPSC of $15 million, inclusive of the termination of the TCJA bill credit mechanism.
Kentucky Adjusted Gross Margins increased for the six months ended June 30, 2020 compared with 2019, primarily due to higher retail rates approved by the KPSC of $64 million, inclusive of the
termination of the TCJA bill credit mechanism, partially offset by $24 million of lower commercial and industrial demand revenue primarily due to impacts of COVID-19, $18 million of decreased
sales volumes primarily due to weather and a $17 million decrease due to the termination of eight supply contracts with Kentucky municipalities on April 30, 2019.
Pennsylvania Adjusted Gross Margins
Distribution
Distribution Adjusted Gross Margins increased for the three months ended June 30, 2020 compared with 2019, primarily due to an $8 million adjustment related to TCJA customer refunds and $7
million due to higher volumes primarily due to weather.
Distribution Adjusted Gross Margins decreased for the six months ended June 30, 2020, compared with 2019, primarily due to $19 million of lower volumes primarily as a result of warmer weather
in the first quarter of 2020. The decrease was partially offset by an $8 million adjustment related to TCJA customer refunds and $8 million of returns on additional distribution system improvement
capital investments.
Transmission
Transmission Adjusted Gross Margins increased for the three and six months ended June 30, 2020, compared with 2019, primarily due to returns on additional transmission capital investments
focused on replacing aging infrastructure and improving reliability.
Reconciliation of Adjusted Gross Margins
The following tables contain the components from the Statement of Income that are included in the non-GAAP financial measures and a reconciliation to PPL's "Operating Income" for the periods
ended June 30.
2020 Three Months
U.K.
Adjusted Gross
Margins
Operating Revenues

$

Operating Expenses
Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income

(c)

$

—
—
28
—
—

Total Operating Expenses
Total

467

Kentucky
Adjusted Gross
Margins

439

89

$

138
22
20
38
3

28
$

700

Pennsylvania Adjusted
Gross
Margins

479

$

—
111
23
13
24

221
$

554

383

18

$

—
—
416
268
40

171
$

Operating
Income (b)

Other (a)

138
133
487
319
67

724
$

(706)

1,739

1,144
$

595
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2019 Three Months
U.K.
Adjusted Gross
Margins
Operating Revenues

$

Operating Expenses
Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income

(c)

$

—
—
31
—
—

Total Operating Expenses

732

Pennsylvania Adjusted
Gross
Margins
$

521

168
27
23
29
1

31
$

Total

531

Kentucky
Adjusted Gross
Margins

$

484

19

—
110
31
12
22

248

500

346

$

1,803

—
1
397
259
52

175
$

Operating
Income (b)

Other (a)
$

168
138
482
300
75

709
$

(690)

1,163
$

640

2020 Six Months
U.K.
Adjusted Gross
Margins
Operating Revenues
Operating Expenses
Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income

$

(c)

$

—
—
57
—
—

Total Operating Expenses

1,525

Pennsylvania Adjusted
Gross
Margins
$

1,162

301
79
41
75
3

57
$

Total

1,071

Kentucky
Adjusted Gross
Margins

$

1,026

$

35

—
255
46
25
52

499

1,014

784

$

3,793

—
—
819
536
92

378
$

Operating
Income (b)

Other (a)

301
334
963
636
147

1,447
$

(1,412)

2,381
$

1,412

2019 Six Months
U.K.
Adjusted Gross
Margins
Operating Revenues
Operating Expenses
Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income

$

(a)
(b)
(c)

(c)

$

—
—
59
—
—

Total Operating Expenses
Total

1,105

Kentucky
Adjusted Gross
Margins

1,046

$

362
106
45
48
2

59
$

1,577

Pennsylvania Adjusted
Gross
Margins

1,014

749

$

(1,388)

3,882
362
388
972
584
155

1,422
$

Represents amounts excluded from Adjusted Gross Margins.
As reported on the Statements of Income.
Excludes ancillary revenues of $9 million and $19 million for the three and six months ended June 30, 2020 and $10 million and $19 million for the three and six months ended June 30, 2019.
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34
—
1
806
514
101

417
$

Operating
Income (b)

Other (a)
$

—
281
62
22
52

563
$

1,166

2,461
$

1,421
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PPL Electric: Statement of Income Analysis
Statement
- - - -of-Income
- - - Analysis
-- Net income for the periods ended June 30 includes the following results.
Three Months
2020
Operating Revenues
Operating Expenses
Operation
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income

$

Total Operating Expenses
Other Income (Expense) - net
Interest Income from Affiliate
Interest Expense
Income Taxes
Net Income

$

Six Months

2019
554

$

$ Change
521

$

2020
33

$

2019
1,162

$

$ Change
1,166

$

(4)

111
129
101
18

110
130
96
24

1
(1)
5
(6)

255
266
199
48

281
280
191
55

(26)
(14)
8
(7)

359

360

(1)

768

807

(39)

5
—
42
40

6
—
41
32

(1)
—
1
8

8
1
86
81

11
2
83
74

(3)
(1)
3
7

118

$

94

$

24

$

236

$

215

$

21

Operating Revenues
The increase (decrease) in operating revenues was due to:
Three Months

Six Months

Distribution volume (a)
PLR (b)
Transmission Formula Rate (c)
Other

$

7
2
23
1

$

(17)
(25)
39
(1)

Total

$

33

$

(4)

(a)
(b)
(c)

The decrease for the six months ended June 30, 2020 was primarily due to warmer weather in Q1 2020.
The decrease for the six months ended June 30, 2020 was primarily the result of lower energy prices, partially offset by higher volumes in Q2 2020.
The increases were primarily due to increased returns on capital investments.

Energy Purchases
Energy purchases increased $1 million for the three months ended June 30, 2020 compared with 2019, primarily due to higher PLR volumes of $10 million and higher transmission enhancement
expenses of $6 million, partially offset by lower PLR prices of $14 million.
Energy purchases decreased $26 million for the six months ended June 30, 2020 compared with 2019, primarily due to lower PLR prices of $33 million and lower PLR volumes of $3 million,
partially offset by higher transmission enhancement expenses of $11 million.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance was due to:
Three Months

Six Months

Storm costs
Act 129
Canceled projects
Bad debts
Other

$

(1)
(4)
—
6
(2)

$

(17)
(7)
9
4
(3)

Total

$

(1)

$

(14)
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Income Taxes
Income taxes increased $8 million for the three months ended June 30, 2020 compared with 2019, primarily due to a change in pre-tax income.

LKE: Statement of Income Analysis
Statement of Income Analysis
----------Net income for the periods ended June 30 includes the following results.
Three Months
2020
Operating Revenues
Operating Expenses
Operation
Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income

$

Six Months

2019
700

$

$ Change
732

$

2020
(32)

$

2019
1,525

$

$ Change
1,577

$

(52)

138
22
207
151
18

168
27
208
135
18

(30)
(5)
(1)
16
—

301
79
411
300
36

362
106
422
258
36

(61)
(27)
(11)
42
—

Total Operating Expenses

536

556

(20)

1,127

1,184

(57)

Other Income (Expense) - net
Interest Expense
Interest Expense with Affiliate
Income Taxes

2
58
8
17

—
58
9
3

2
—
(1)
14

2
116
15
51

—
112
16
35

2
4
(1)
16

Net Income

$

83

$

106

$

(23)

$

218

$

230

$

(12)

Operating Revenues
The increase (decrease) in operating revenues was due to:
Three Months

Six Months

Volumes (a)
Fuel and other energy prices (b)
Municipal supply (c)
Demand (d)
Retail rates (e)
ECR (f)
Other

$

(13)
(18)
(6)
(17)
15
9
(2)

$

(51)
(39)
(28)
(24)
64
28
(2)

Total

$

(32)

$

(52)

(a)
(b)
(c)
(d)
(e)
(f)

The decreases were primarily due to weather.
The decreases were due to lower recoveries of fuel and energy purchases due to lower commodity costs.
The decreases were due to the termination of eight supply contracts with Kentucky municipalities on April 30, 2019.
The decreases were primarily due to COVID-19.
The increases were due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.
The increases were primarily due to higher recoverable depreciation expense as a result of higher depreciation rates effective May 1, 2019

Fuel
Fuel decreased $30 million for the three months ended June 30, 2020 compared with 2019, primarily due to an $18 million decrease in volumes driven by weather and a $15 million decrease in
commodity costs.
Fuel decreased $61 million for the six months ended June 30, 2020 compared with 2019, primarily due to a $39 million decrease in volumes driven by weather and a $25 million decrease in
commodity costs.
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Energy Purchases
Energy purchases decreased $5 million for the three months ended June 30, 2020 compared with 2019, primarily due to a decrease in commodity costs.
Energy purchases decreased $27 million for the six months ended June 30, 2020 compared with 2019, primarily due to a $19 million decrease in commodity costs and a $3 million decrease in gas
volumes driven by weather.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance was due to:
Three Months

Six Months

Plant operations and maintenance
Storm costs
Administrative and general
COVID-19 impact
Other

$

(5)
(3)
2
5
—

$

(8)
(6)
(3)
5
1

Total

$

(1)

$

(11)

Depreciation
Depreciation increased $16 million for the three months ended June 30, 2020 compared with 2019, primarily due to an $8 million increase related to additional assets placed into service, net of
retirements, and a $7 million increase related to higher depreciation rates effective May 1, 2019.
Depreciation increased $42 million for the six months ended June 30, 2020 compared with 2019, primarily due to a $26 million increase related to higher depreciation rates effective May 1, 2019 and
an $14 million increase related to additional assets placed into service, net of retirements.
Income taxes
Income taxes increased $14 million and $16 million for the three and six months ended June 30, 2020 compared with 2019, primarily due to a deferred income tax benefit in 2019 associated with two
projects placed into service that prepare a generation waste material for reuse and, as a result, qualify for a Kentucky recycling credit.
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LG&E: Statement of Income Analysis
Statement
- - - -of-Income
- - - Analysis
-- Net income for the periods ended June 30 includes the following results.
Three Months
2020
Operating Revenues
Retail and wholesale
Electric revenue from affiliate

$

Total Operating Revenues
Operating Expenses
Operation
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation
Taxes, other than income

Six Months

2019
320
2

$

$ Change
328
6

$

2020
(8)
(4)

$

2019
713
16

$

$ Change
725
19

$

(12)
(3)

322

334

(12)

729

744

(15)

50
18
8
92
65
9

69
22
2
96
56
10

(19)
(4)
6
(4)
9
(1)

124
70
8
184
129
19

147
96
4
190
107
19

(23)
(26)
4
(6)
22
—

Total Operating Expenses

242

255

(13)

534

563

(29)

Other Income (Expense) - net
Interest Expense
Income Taxes

1
22
12

(1)
22
12

2
—
—

—
44
31

(1)
43
29

1
1
2

Net Income

$

47

$

44

$

3

$

120

$

108

$

12

Operating Revenues
The increase (decrease) in operating revenues was due to:
Three Months

Six Months

Volumes (a)
Fuel and other energy prices (b)
Demand (c)
Retail rates (d)
ECR (e)
Other

$

(6)
(9)
(6)
7
4
(2)

$

(24)
(21)
(9)
27
12
—

Total

$

(12)

$

(15)

(a)
(b)
(c)
(d)
(e)

The decreases were primarily due to weather.
The decreases were due to lower recoveries of fuel and energy purchases due to lower commodity costs.
The decreases were primarily due to COVID-19.
The increases were due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.
The increases were primarily due to higher recoverable depreciation expense as a result of higher depreciation rates effective May 1, 2019.

Fuel
Fuel decreased $19 million for the three months ended June 30, 2020 compared with 2019, primarily due to a decrease in volumes driven by weather.
Fuel decreased $23 million for the six months ended June 30, 2020 compared with 2019, primarily due to a $19 million decrease in volumes driven by weather and a $6 decrease in commodity costs.
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Energy Purchases
Energy purchases decreased $4 million for the three months ended June 30, 2020 compared with 2019, primarily due to a decrease in commodity costs.
Energy purchases decreased $26 million for the six months ended June 30, 2020 compared with 2019, primarily due to a $19 million decrease in commodity costs and a $3 million decrease in gas
volumes driven by weather.
Energy Purchases from affiliate
Energy purchases from affiliate increased $6 million for the three months ended June 30, 2020 compared with 2019, primarily due to the timing of generation maintenance outages.
Other Operation and Maintenance
The increase (decrease) in other operation and maintenance was due to:
Three Months
Storm costs
Plant operations and maintenance
COVID-19 impact
Other
Total

Six Months

$

(5)
(3)
2
2

$

(5)
(3)
2
—

$

(4)

$

(6)

Depreciation
Depreciation increased $9 million for the three months ended June 30, 2020 compared with 2019, primarily due to a $4 million increase related to higher depreciation rates effective May 1, 2019 and
a $4 million increase related to additional assets placed into service, net of retirements.
Depreciation increased $22 million for the six months ended June 30, 2020 compared with 2019, primarily due to a $13 million increase related to higher depreciation rates effective May 1, 2019 and
an $8 million increase related to additional assets placed into service, net of retirements.
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KU: Statement of Income Analysis
Statement
- - - -of-Income
- - - Analysis
-- -

Net income for the periods ended June 30 includes the following results.
Three Months
2020
Operating Revenues
Retail and wholesale
Electric revenue from affiliate

$

Total Operating Revenues
Operating Expenses
Operation
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation
Taxes, other than income

Six Months

2019
380
8

$

$ Change
404
2

$

2020
(24)
6

$

2019
812
8

$

$ Change
852
4

$

(40)
4

388

406

(18)

820

856

(36)

88
4
2
107
86
8

99
5
6
105
78
8

(11)
(1)
(4)
2
8
—

177
9
16
211
170
17

215
10
19
213
150
17

(38)
(1)
(3)
(2)
20
—

Total Operating Expenses

295

301

(6)

600

624

(24)

Other Income (Expense) - net
Interest Expense
Income Taxes

—
29
11

(2)
28
14

2
1
(3)

1
57
31

—
54
36

1
3
(5)

Net Income

$

53

$

61

$

(8)

$

133

$

142

$

(9)

Operating Revenues
The increase (decrease) in operating revenues was due to:
Three Months

Six Months

Municipal supply (a)
Volumes (b)
Fuel and other energy prices (c)
Demand (d)
Retail rates (e)
ECR (f)
Other

$

(6)
(4)
(9)
(11)
8
5
(1)

$

(28)
(24)
(18)
(15)
37
16
(4)

Total

$

(18)

$

(36)

(a)
(b)
(c)
(d)
(e)
(f)

The decreases were due to the termination of eight supply contracts with Kentucky municipalities on April 30, 2019.
The decreases were primarily due to weather.
The decreases were primarily due to lower recoveries of fuel and energy purchases due to lower commodity costs.
The decreases were primarily due to COVID-19.
The increases were due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.
The increases were primarily due to higher recoverable depreciation expense as a result of higher depreciation rates effective May 1, 2019.

Fuel
Fuel decreased $11 million for the three months ended June 30, 2020 compared with 2019, primarily due to a decrease in commodity costs.
Fuel decreased $38 million for the six months ended June 30, 2020 compared with 2019, primarily due to a $20 million decrease in volumes driven by weather and a $19 million decrease in
commodity costs.
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Energy Purchases from affiliate
Energy purchases from affiliate decreased $4 million for the three months ended June 30, 2020 compared with 2019, primarily due to the timing of generation maintenance outages.
Depreciation
Depreciation increased $8 million for the three months ended June 30, 2020 compared with 2019, primarily due to a $4 million increase related to additional assets placed into service, net of
retirements, and a $3 million increase related to higher depreciation rates effective May 1, 2019.
Depreciation increased $20 million for the six months ended June 30, 2020 compared with 2019, primarily due to a $13 million increase related to higher depreciation rates effective May 1, 2019 and
a $6 million increase related to additional assets placed into service, net of retirements.
Income taxes
Income taxes decreased $3 million for the three months ended June 30, 2020 compared with 2019, primarily due to lower pre-tax income.
Financial Condition
The remainder of this Item 2 in this Form 10-Q is presented on a combined basis, providing information, as applicable, for all Registrants.
Liquidity and Capital Resources
(All Registrants)
The Registrants had the following at:
PPL (a)
June 30, 2020
Cash and cash equivalents
Short-term debt
Long-term debt due within one year
Notes payable with affiliates

December 31, 2019
Cash and cash equivalents
Short-term debt
Long-term debt due within one year
Notes payable with affiliates
(a)

PPL Electric

LKE

LG&E

KU

$

1,278
828
2,058

$

13
200
—
—

$

152
—
1,371
252

$

5
—
264
190

$

145
—
632
—

$

815
1,151
1,172

$

262
—
—
—

$

27
388
975
150

$

15
238
—
—

$

12
150
500
—

At June 30, 2020, $136 million of cash and cash equivalents were denominated in GBP. If these amounts would be remitted as dividends, PPL would not anticipate an incremental U.S. tax cost. See Note 6 to the Financial Statements in PPL's
2019 Form 10-K for additional information on undistributed earnings of WPD.

Net cash provided by (used in) operating, investing and financing activities for the six month periods ended June 30, and the changes between periods, were as follows.
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PPL
2020
Operating activities
Investing activities
Financing activities
2019
Operating activities
Investing activities
Financing activities
Change - Cash Provided (Used)
Operating activities
Investing activities
Financing activities

PPL Electric

LKE

LG&E

KU

$

1,299
(1,573)
745

$

360
(558)
(51)

$

534
(476)
67

$

275
(214)
(71)

$

293
(451)
291

$

1,070
(1,479)
198

$

314
(530)
(31)

$

445
(530)
93

$

258
(224)
(35)

$

270
(305)
44

$

229
(94)
547

$

46
(28)
(20)

$

89
54
(26)

$

17
10
(36)

$

23
(146)
247

Operating Activities
The components of the change in cash provided by (used in) operating activities for the six months ended June 30, 2020 compared with 2019 were as follows.
PPL
Change - Cash Provided (Used)
Net income
Non-cash components
Working capital
Defined benefit plan funding
Other operating activities
Total

PPL Electric

LKE

LG&E

KU

$

(9)
100
83
14
41

$

21
48
(23)
—
—

$

(12)
29
55
4
13

$

12
(11)
17
(1)
—

$

(9)
(4)
26
1
9

$

229

$

46

$

89

$

17

$

23

(PPL)
PPL's cash provided by operating activities in 2020 increased $229 million compared with 2019.
• Net income decreased $9 million between the periods and included an increase in non-cash charges of $100 million. The increase in non-cash charges was primarily due to an increase in
depreciation expense (primarily due to higher depreciation rates and additional assets placed into service, net of retirements), an increase in deferred income taxes (due to book versus tax
plant timing differences and Federal net operating losses) and an increase in other expenses (primarily due to an increase in canceled projects), partially offset by a decrease in the U.K. net
periodic defined benefit credits (primarily due to higher levels of unrecognized losses being amortized).
•

The $83 million increase in cash from changes in working capital was primarily due to an increase in taxes payable (primarily due to timing of payments), a decrease in unbilled revenues
(primarily due to weather). and a decrease in net regulatory assets and liabilities (primarily due to the timing of rate recovery mechanisms), partially offset by an increase in accounts
receivable (primarily due to timing of receipts) and an increase in materials and supplies (primarily due to a contract termination and subsequent guaranteed purchase of inventory from a
third-party logistics firm).

•

The $41 million increase in cash provided by other operating activities was primarily due to an increase in accrued pension obligation and an increase in ARO expenditures.

(PPL Electric)
PPL Electric's cash provided by operating activities in 2020 increased $46 million compared with 2019.
• Net income increased $21 million between the periods and included an increase in non-cash components of $48 million. The increase in non-cash components was primarily due to an
increase in deferred income taxes (due to book versus tax plant timing differences and Federal net operating losses) and an increase in other expenses (primarily due to an increase in
canceled projects).
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•

The $23 million decrease in cash from changes in working capital was primarily due to an increase in accounts receivable (primarily due to timing of receipts) and an increase in materials
and supplies (primarily due to a contract termination and subsequent guaranteed purchase of inventory from a third-party logistics firm), partially offset by a decrease in unbilled revenues
(primarily due to weather).

(LKE)
LKE's cash provided by operating activities in 2020 increased $89 million compared with 2019.
• Net income decreased $12 million between the periods and included an increase in non-cash components of $29 million. The increase in non-cash components was primarily driven by an
increase in depreciation expense (primarily due to higher depreciation rates and additional assets placed into service, net of retirements).
•

The increase in cash from changes in working capital was primarily driven by an increase in taxes payable (primarily due to timing of payments) and a decrease in net regulatory assets and
liabilities (primarily due to the timing of rate recovery mechanisms).

•

The increase in cash provided by other operating activities was driven primarily by a decrease in ARO expenditures.

(LG&E)
LG&E's cash provided by operating activities in 2020 increased $17 million compared with 2019.
• Net income increased $12 million between the periods and included a decrease in non-cash components of $11 million. The decrease in non-cash components was primarily driven by a
decrease in deferred income tax expense (primarily due to book versus tax plant timing differences) and a decrease in amortization expense (primarily due to amortization of regulatory
liabilities beginning May 1, 2019), partially offset by an increase in depreciation expense (primarily due to higher depreciation rates and additional assets placed into service, net of
retirements).
•

The increase in cash from changes in working capital was primarily driven by an increase in taxes payable (primarily due to timing of payments) and a decrease in net regulatory assets and
liabilities (primarily due to the timing of rate recovery mechanisms), partially offset by a decrease in accounts payable (primarily due to timing of payments) and an increase in fuel inventory
(primarily due to lower generation and natural gas consumption due to weather).

(KU)
KU's cash provided by operating activities in 2020 increased $23 million compared with 2019.
• Net income decreased $9 million between the periods and included a decrease in non-cash charges of $4 million. The decrease in non-cash components was driven by a decrease in deferred
income tax expense (primarily due to book versus tax plant timing differences), partially offset by an increase in depreciation expense (primarily due to higher depreciation rates and
additional assets placed into service, net of retirements).
•

The increase in cash from changes in working capital was primarily driven by an increase in taxes payable (primarily due to timing of payments) and a decrease in fuel inventory (primarily
due to the timing and scope of plant outages), partially offset by a decrease in other current liabilities (primarily due to timing of payments).

•

The increase in cash provided by other operating activities was driven primarily by a decrease in ARO expenditures.

Investing Activities
(All Registrants)
The components of the change in cash provided by (used in) investing activities for the six months ended June 30, 2020 compared with 2019 were as follows.
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PPL
Change - Cash Provided (Used)
Expenditures for PP&E
Purchase of investments
Proceeds from the sale of investments
Notes receivable with affiliate
Other investing activities
Total

PPL Electric

LKE

LG&E

KU

$

(102)
55
(52)
—
5

$

(23)
—
—
—
(5)

$

51
—
—
—
3

$

10
—
—
—
—

$

41
—
—
(190)
3

$

(94)

$

(28)

$

54

$

10

$

(146)

For PPL, the increase in expenditures for PP&E was due to higher project expenditures at WPD and PPL Electric, partially offset by a decrease in project expenditures at LKE, LG&E and KU. The
increase in expenditures at WPD was primarily due to an increase in expenditures to enhance system reliability partially offset by a decrease in foreign currency exchange rates. The increase in
expenditures at PPL Electric was primarily due to timing differences on capital spending projects related to the ongoing efforts to improve reliability and replace aging infrastructure. The decrease in
expenditures at LKE was primarily due to decreased spending for environmental water projects at LG&E and KU's Trimble County plant, LG&E's Mill Creek plant and KU's Ghent plant, partially
offset by spending on gas transmission projects at LG&E and spending on various other projects at LG&E and KU that are not individually significant.
Financing Activities
(All Registrants)
The components of the change in cash provided by (used in) financing activities for the six months ended June 30, 2020 compared with 2019 were as follows.
PPL
Change - Cash Provided (Used)
Debt issuance/retirement, net
Proceeds from project financing
Stock issuances/redemptions, net
Dividends
Capital contributions/distributions, net
Issuance of term loan
Change in short-term debt, net
Notes payable with affiliate
Other financing activities
Total

PPL Electric

$

1,029
96
(2)
(42)
—
300
(825)

$

547

LKE

LG&E

KU

$

—
—
—
(31)
(5)
—
15
—
1

$

(7)
—
—
—
(66)
—
30
12
5

$

(199)
—
—
(5)
28
—
(55)
190
5

$

192
—
—
2
(31)
—
85
—
(1)

$

(20)

$

(26)

$

(36)

$

247

(9)

See Note 8 to the Financial Statements in this Form 10-Q for information on 2020 short-term and long-term debt activity, equity transactions and PPL dividends. See Note 8 to the Financial
Statements in the Registrants' 2019 Form 10-K for information on 2019 activity.
Credit Facilities
The Registrants maintain credit facilities to enhance liquidity, provide credit support and provide a backstop to commercial paper programs. Amounts borrowed under these credit facilities are
reflected in "Short-term debt" on the Balance Sheets. At June 30, 2020, the total committed borrowing capacity under credit facilities and the borrowings under these facilities were:
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External

Committed
Capacity
PPL Capital Funding Credit Facilities
PPL Electric Credit Facility

$

300
—

Total U.K. Credit Facilities (b)

$

Unused
Capacity

—
201

—
—

900

Total U.S. Credit Facilities (a)

(b)

$

500
400

Total LKE

(a)

Borrowed

1,800
650

LG&E Credit Facilities
KU Credit Facilities

Letters of
Credit
and
Commercial
Paper Issued
$

1,500
449

—
—

—

500
400

—

900

$

3,350

$

300

$

201

$

2,849

£

1,055

£

206

£

—

£

849

The commitments under the U.S. credit facilities are provided by a diverse bank group, with no one bank and its affiliates providing an aggregate commitment of more than the following percentages of the total committed capacity: PPL - 12%,
PPL Electric - 6%, LKE - 7%, LG&E - 7% and KU - 7%.
The amounts borrowed at June 30, 2020 were a USD-denominated borrowing of $200 million and GBP-denominated borrowings of £44 million which equated to $54 million. At June 30, 2020, the USD equivalent of unused capacity under the
U.K. committed credit facilities was $1 billion.
The commitments under the U.K. credit facilities are provided by a diverse bank group, with no one bank providing more than 14% of the total committed capacity.

See Note 8 to the Financial Statements for further discussion of the Registrants' credit facilities.
Intercompany (LKE, LG&E and KU)
Committed
Capacity
LKE Credit Facility
LKE Term-Loan Facility
LG&E Money Pool (a)
KU Money Pool (a)
(a)

$

Non-affiliate Used
Capacity

Borrowed
375
475
750
650

$

252
—
190
—

$

—
—
—
—

Unused
Capacity
$

123
475
560
650

LG&E and KU participate in an intercompany money pool agreement whereby LKE and/or KU make available to LG&E funds up to $750 million and LKE and/or LG&E make available to KU funds up to $650 million, at an interest rate based
on a market index of commercial paper issues. However, the FERC has issued a maximum aggregate short-term debt limit at $750 million for LG&E and $650 million for KU from all covered sources.

See Note 11 to the Financial Statements for further discussion of intercompany credit facilities.
Commercial Paper (All Registrants)
PPL, PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund short-term liquidity needs, as necessary. Commercial paper issuances,
included in "Short-term debt" on the Balance Sheets, are supported by the respective Registrant's credit facility. The following commercial paper programs were in place at June 30, 2020:
Commercial
Paper
Issuances

Capacity
PPL Capital Funding

$

PPL Electric
LG&E
KU
Total LKE

1,500
650

$

350
350

Long-term Debt (All Registrants)
See Note 8 to the Financial Statements for information regarding the Registrants’ long-term debt activities.
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2,850

$

—
—

700
$

Total PPL

Unused
Capacity

—
200

350
350

—
$

200

1,500
450

700
$

2,650
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(PPL)
Equity Securities Activities
ATM
In February 2018, PPL entered into an equity distribution agreement, pursuant to which PPL may sell, from time to time, up to an aggregate of $1.0 billion of its common stock through an at-themarket offering program; including a forward sales component. The compensation paid to the selling agents by PPL may be up to 2% of the gross offering proceeds of the shares. There were no
issuances under the ATM program for the six months ended June 30, 2020.
Common Stock Dividends
In May 2020, PPL declared a quarterly common stock dividend, payable July 1, 2020, of 41.50 cents per share (equivalent to $1.66 per annum). Future dividends, declared at the discretion of the
Board of Directors, will depend upon future earnings, cash flows, financial and legal requirements and other factors.
Rating Agency Actions
(All Registrants)
Moody's and S&P periodically review the credit ratings of the debt of the Registrants and their subsidiaries. Based on their respective independent reviews, the rating agencies may make certain
ratings revisions or ratings affirmations.
A credit rating reflects an assessment by the rating agency of the creditworthiness associated with an issuer and particular securities that it issues. The credit ratings of the Registrants and their
subsidiaries are based on information provided by the Registrants and other sources. The ratings of Moody's and S&P are not a recommendation to buy, sell or hold any securities of the Registrants or
their subsidiaries. Such ratings may be subject to revisions or withdrawal by the agencies at any time and should be evaluated independently of each other and any other rating that may be assigned to
the securities.
The credit ratings of the Registrants and their subsidiaries affect their liquidity, access to capital markets and cost of borrowing under their credit facilities. A downgrade in the Registrants' or their
subsidiaries' credit ratings could result in higher borrowing costs and reduced access to capital markets. The Registrants and their subsidiaries have no credit rating triggers that would result in the
reduction of access to capital markets or the acceleration of maturity dates of outstanding debt.
The rating agencies have taken the following actions related to the Registrants and their subsidiaries during 2020:
(PPL)
In April 2020, Moody’s and S&P assigned ratings of Baa2 and BBB+ to PPL Capital Funding’s $1 billion 4.125% Senior Notes due 2030. The notes were issued April 1, 2020.
(PPL, LKE and KU)
In May 2020, Moody's and S&P assigned ratings of A1 and A to KU's $500 million 3.30% First Mortgage Bonds due 2050. The bonds were issued June 3, 2020.
Ratings Triggers
(PPL, LKE, LG&E and KU)
Various derivative and non-derivative contracts, including contracts for the sale and purchase of electricity and fuel, commodity transportation and storage, interest rate and foreign currency
instruments (for PPL), contain provisions that require the posting of additional collateral or permit the counterparty to terminate the contract, if PPL's, LKE's, LG&E's or KU's or their subsidiaries'
credit rating, as applicable, were to fall below investment grade. See Note 14 to the Financial Statements for a discussion of "Credit Risk-Related Contingent Features," including a discussion of the
potential additional collateral requirements for PPL, LKE and LG&E for derivative contracts in a net liability position at June 30, 2020.
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(All Registrants)
For additional information on the Registrants' liquidity and capital resources, see "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations," in the
Registrants' 2019 Form 10-K.
Risk Management
Market Risk
(All Registrants)
See Notes 13 and 14 to the Financial Statements for information about the Registrants' risk management objectives, valuation techniques and accounting designations.
The forward-looking information presented below provides estimates of what may occur in the future, assuming certain adverse market conditions and model assumptions. Actual future results may
differ materially from those presented. These are not precise indicators of expected future losses, but are rather only indicators of possible losses under normal market conditions at a given confidence
level.
Interest Rate Risk
The Registrants and their subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. The Registrants and their subsidiaries utilize various financial derivative
instruments to adjust the mix of fixed and floating interest rates in their debt portfolios, adjust the duration of their debt portfolios and lock in benchmark interest rates in anticipation of future
financing, when appropriate. Risk limits under the risk management program are designed to balance risk exposure to volatility in interest expense and changes in the fair value of the debt portfolios
due to changes in the absolute level of interest rates. In addition, the interest rate risk of certain subsidiaries is potentially mitigated as a result of the existing regulatory framework or the timing of
rate cases.
The following interest rate hedges were outstanding at June 30, 2020.
Effect of a
10% Adverse
Movement
in Rates (b)

Fair Value,
Net - Asset
(Liability) (a)

Exposure
Hedged

Maturities
Ranging
Through

PPL
Cash flow hedges
Interest rate swaps (c)
Cross-currency swaps (c)

$

Economic hedges
Interest rate swaps (d)

155
702

$

(10)
203

$

—
(66)

2035
2028

147

(29)

—

2033

147

(29)

—

2033

147

(29)

—

2033

LKE
Economic hedges
Interest rate swaps (d)
LG&E
Economic hedges
Interest rate swaps (d)
(a)
(b)
(c)
(d)

Includes accrued interest, if applicable.
Effects of adverse movements decrease assets or increase liabilities, as applicable, which could result in an asset becoming a liability. Sensitivities represent a 10% adverse movement in interest rates, except for cross-currency swaps which also
includes a 10% adverse movement in foreign currency exchange rates.
Changes in the fair value of these instruments are recorded in equity and reclassified into earnings in the same period during which the item being hedged affects earnings.
Realized changes in the fair value of such economic hedges are recoverable through regulated rates and any subsequent changes in the fair value of these derivatives are included in regulatory assets or regulatory liabilities.

The Registrants are exposed to a potential increase in interest expense and to changes in the fair value of their debt portfolios. The estimated impact of a 10% adverse movement in interest rates on
interest expense at June 30, 2020 was insignificant for
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PPL, PPL Electric, LKE, LG&E and KU. The estimated impact of a 10% adverse movement in interest rates on the fair value of debt at June 30, 2020 is shown below.
10% Adverse
Movement
in Rates
PPL
PPL Electric
LKE
LG&E
KU

$

637
185
207
78
126

Foreign Currency Risk (PPL)
PPL is exposed to foreign currency risk primarily through investments in and earnings of U.K. affiliates. Under its risk management program, PPL may enter into financial instruments to hedge
certain foreign currency exposures, including translation risk of expected earnings, firm commitments, recognized assets or liabilities, anticipated transactions and net investments.
The following foreign currency hedges were outstanding at June 30, 2020.

Fair Value,
Net - Asset
(Liability)

Exposure
Hedged
Economic hedges (b)
(a)
(b)

£

Effect of a
10%
Adverse
Movement
in Foreign
Currency
Exchange
Rates (a)

447

$

108

$

Maturities
Ranging
Through
(47)

2021

Effects of adverse movements decrease assets or increase liabilities, as applicable, which could result in an asset becoming a liability.
To economically hedge the translation risk of expected earnings denominated in GBP.

(All Registrants)
Commodity Price Risk
PPL is exposed to commodity price risk through its domestic subsidiaries as described below.
•
•

PPL Electric is required to purchase electricity to fulfill its obligation as a PLR. Potential commodity price risk is insignificant and mitigated through its PUC-approved cost recovery mechanism
and full-requirement supply agreements to serve its PLR customers which transfer the risk to energy suppliers.
LG&E's and KU's rates include certain mechanisms for fuel, fuel-related expenses and energy purchases. In addition, LG&E's rates include a mechanism for natural gas supply expenses. These
mechanisms generally provide for timely recovery of market price fluctuations associated with these expenses.

Volumetric Risk
Volumetric risk is the risk related to the changes in volume of retail sales due to weather, economic conditions or other factors. PPL is exposed to volumetric risk through its subsidiaries as described
below.
•
•

WPD is exposed to volumetric risk which is significantly mitigated as a result of the method of regulation in the U.K. Under the RIIO-ED1 price control regulations, recovery of such exposure
occurs on a two year lag. See Note 1 in PPL's 2019 Form 10-K for additional information on revenue recognition under RIIO-ED1.
PPL Electric, LG&E and KU are exposed to volumetric risk on retail sales, mainly due to weather and other economic conditions for which there is limited mitigation between rate cases.

Credit Risk (All Registrants)
See Notes 13 and 14 to the Financial Statements in this Form 10-Q and "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations - Financial
Condition - Risk Management - Credit Risk" in the Registrants' 2019 Form 10-K for additional information.
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Foreign Currency Translation (PPL)
The value of the British pound sterling fluctuates in relation to the U.S. dollar. Changes in this exchange rate resulted in a foreign currency translation loss of $353 million for the six months ended
June 30, 2020, which primarily reflected a $605 million decrease to PP&E, a $112 million decrease to goodwill, partially offset by a $357 million decrease to long-term debt and a $7 million decrease
to other net liabilities. Changes in this exchange rate resulted in a foreign currency translation loss of $84 million for the six months ended June 30, 2019, which primarily reflected a $125 million
decrease to PP&E, a $23 million decrease to goodwill and an $9 million decrease to other net assets, partially offset by a $73 million decrease to long-term debt. The impact of foreign currency
translation is recorded in AOCI.
Related Party Transactions (All Registrants)
The Registrants are not aware of any material ownership interests or operating responsibility by senior management in outside partnerships, including leasing transactions with variable interest
entities, or other entities doing business with the Registrants. See Note 11 to the Financial Statements for additional information on related party transactions for PPL Electric, LKE, LG&E and KU.
Acquisitions, Development and Divestitures (All Registrants)
The Registrants from time to time evaluate opportunities for potential acquisitions, divestitures and development projects. Development projects are reexamined based on market conditions and other
factors to determine whether to proceed with, modify or terminate the projects. Any resulting transactions may impact future financial results.
Environmental Matters (All Registrants)
Extensive federal, state and local environmental laws and regulations are applicable to PPL's, PPL Electric's, LKE's, LG&E's and KU's air emissions, water discharges and the management of
hazardous and solid waste, as well as other aspects of the Registrants' businesses. The costs of compliance or alleged non-compliance cannot be predicted with certainty but could be significant. In
addition, costs may increase significantly if the requirements or scope of environmental laws or regulations, or similar rules, are expanded or changed. Costs may take the form of increased capital
expenditures or operating and maintenance expenses, monetary fines, penalties or other restrictions. Many of these environmental law considerations are also applicable to the operations of key
suppliers, or customers, such as coal producers and industrial power users, and may impact the costs for their products or their demand for the Registrants' services. Increased capital and operating
costs are subject to rate recovery. PPL, PPL Electric, LKE, LG&E and KU can provide no assurances as to the ultimate outcome of future environmental or rate proceedings before regulatory
authorities.
See "Environmental Matters" in Item 1. "Business" in the Registrants' 2019 Form 10-K for information about environmental laws and regulations affecting the Registrants' business. See "Legal
Matters" in Note 10 to the Financial Statements for a discussion of significant environmental claims. See "Financial Condition - Liquidity and Capital Resources - Forecasted Uses of Cash - Capital
Expenditures" in "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" in the Registrants' 2019 Form 10-K for information on projected
environmental capital expenditures for 2020 through 2024. See Note 15 to the Financial Statements for information related to the impacts of CCRs on AROs.
The information below represents an update to "Item 1. Business - Environmental Matters - Water/Waste - Clean Water Act Jurisdiction" in the Registrants' 2019 Form 10-K.
Clean Water Act Jurisdiction
Environmental groups and others have claimed that discharges to groundwater from leaking CCR impoundments at power plants are subject to Clean Water Act permitting. A citizen suit raising such
claims has been filed against KU with respect to the E.W. Brown plant, as discussed under “Legal Matters” - “E.W. Brown Environmental Claims” in Note 10 to the Financial Statements. On April
12, 2019, the EPA released regulatory clarification finding that Clean Water Act jurisdiction does not cover such discharges to groundwater. On January 23, 2020, the EPA announced a final rule
modifying the jurisdictional scope of the Clean Water Act. The announced rule revises the definition of the "Waters of the United States," including a revision to exclude groundwater from the
definition. In April 2020, the U.S. Supreme Court issued a ruling that Clean Water Act jurisdiction may apply to certain discharges to groundwater that result in the functional equivalent of a direct
discharge to navigable waters. PPL, LKE, LG&E, and KU are unaware of any unpermitted releases from their facilities that are subject to
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Clean Water Act jurisdiction, but future guidance from the EPA and judicial rulings could potentially subject certain releases from CCR impoundments and landfills to additional permitting and
remediation requirements, which could impose substantial costs. If any, associated costs are expected to be subject to rate recovery. PPL, LKE, LG&E and KU are unable to predict the outcome or
financial impact of future regulatory proceedings and litigation.
New Accounting Guidance (All Registrants)
See Note 2 to the Financial Statements for a discussion of new accounting guidance adopted.
Application of Critical Accounting Policies (All Registrants)
Financial condition and results of operations are impacted by the methods, assumptions and estimates used in the application of critical accounting policies. The following table summarizes the
accounting policies by Registrant that are particularly important to an understanding of the reported financial condition or results of operations, and require management to make estimates or other
judgments of matters that are inherently uncertain. See "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" in the Registrants' 2019 Form
10-K for a discussion of each critical accounting policy.
PPL
PPL

Electric

LKE

LG&E

KU

Defined Benefits

X

X

X

X

X

Income Taxes

X

X

X

X

X

Regulatory Assets and Liabilities

X

X

X

X

X

Price Risk Management

X

Goodwill Impairment

X

X

X

X

AROs

X

X

X

X

X

X

X

Revenue Recognition - Unbilled Revenue
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PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company
Item 3. Quantitative and Qualitative Disclosures About Market Risk
Reference is made to "Risk Management" in "Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations."
Item 4. Controls and Procedures
Although the COVID-19 pandemic prompted the Registrants to make certain procedural adjustments to accommodate an increased remote workforce, PPL’s accounting and reporting systems and
functions were well prepared to perform necessary accounting and reporting activities as of June 30, 2020 and to maintain the effectiveness of its disclosure controls and procedures and internal
control over financial reporting.
(a) Evaluation of disclosure controls and procedures.
The Registrants' principal executive officers and principal financial officers, based on their evaluation of the Registrants' disclosure controls and procedures (as defined in Rules 13a-15(e) or
15d-15(e) of the Securities Exchange Act of 1934) have concluded that, as of June 30, 2020, the Registrants' disclosure controls and procedures are effective to ensure that material
information relating to the Registrants and their consolidated subsidiaries is recorded, processed, summarized and reported within the time periods specified by the SEC's rules and forms,
particularly during the period for which this quarterly report has been prepared. The principal officers have concluded that the disclosure controls and procedures are also effective to ensure
that information required to be disclosed in reports filed under the Exchange Act is accumulated and communicated to management, including the principal executive and principal financial
officers, to allow for timely decisions regarding required disclosure.
(b) Change in internal controls over financial reporting.
The Registrants' principal executive officers and principal financial officers have concluded that there were no changes in the Registrants' internal controls over financial reporting during the
Registrants' second fiscal quarter that have materially affected, or are reasonably likely to materially affect, the Registrants' internal control over financial reporting.
PART II. OTHER INFORMATION
Item 1. Legal Proceedings
For information regarding legal, tax, regulatory, environmental or other administrative proceedings that became reportable events or were pending in the second quarter of 2020 see:
•
•

"Item 3. Legal Proceedings" in each Registrant's 2019 Form 10-K; and
Notes 6, 7 and 10 to the Financial Statements.

Item 1A. Risk Factors
There have been no material changes in the Registrants' risk factors from those disclosed in "Item 1A. Risk Factors" of the Registrants' 2019 Form 10-K, except for the following:
The COVID-19 pandemic and resultant impact on business and economic conditions could negatively affect our business.
The COVID-19 pandemic has disrupted the U.S. and global economies and continues to present extraordinary challenges to businesses, communities, workforces and markets. In the U.S. and
throughout the world, governmental authorities have taken urgent and extensive actions to contain the spread of the virus and mitigate known or foreseeable impacts. In the Registrants’ service
territories, mitigation measures have included quarantines, stay-at-home orders, travel restrictions, reduced operations or
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closures of businesses, schools and governmental agencies, and executive, legislative or regulatory actions to address health or other pandemic-related concerns.
Until COVID-19 is contained or an effective vaccine is identified and widely-available, the COVID-19 virus poses significant risks to the health and welfare of the Registrants’ customers, employees,
contractors and suppliers, and to the conduct of their business. Mandates to stay at home, shelter in place, or quarantine and resulting lock-down or closures of non-essential businesses could reduce
demand for electricity and gas, or cause shifts in demand between residential, commercial and industrial customers that could negatively impact the Registrants’ financial condition. Customers
experiencing financial strain from unemployment, furloughs, or reduced work hours may not be able to pay their bills on a timely basis, which could negatively impact our liquidity. Continued
economic disruption may further depress the GBP to U.S. dollar exchange rate and increase PPL's foreign exchange exposure. New or changing legislation or regulatory orders may unfavorably
impact the Registrants or the utility industry generally.
All of these factors have the potential to materially and adversely affect the Registrants’ business and operations, especially if they remain in effect for a prolonged period of time. At this time, the
Registrants’ cannot predict the extent to which these or other pandemic-related factors may affect their business, earnings or other financial results, as it depends on the duration and scope of the
outbreak, the measures undertaken in response and other future developments, all of which are highly uncertain. In addition to the factors discussed above, investors should be aware that other
COVID-19-related risks may emerge in the future and may prove to be significant. Investors should carefully consider the discussion of COVID-19 related items presented in this Quarterly Report
and the risks presented in the Registrants’ Annual Report on Form 10-K for 2019, especially to the extent that the COVID-19 pandemic may exacerbate or increase those risks.
Item 4. Mine Safety Disclosures
Not applicable.
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Item 6. Exhibits
The following Exhibits indicated by an asterisk preceding the Exhibit number are filed herewith. The balance of the Exhibits has heretofore been filed with the Commission and pursuant to Rule
12(b)-23 are incorporated herein by reference. Exhibits indicated by a [_] are filed or listed pursuant to Item 601(b)(10)(iii) of Regulation S-K.
4(a)
- Supplemental Indenture No. 8, dated as of May 15, 2020, to Indenture, dated as of October 1, 2010, among Kentucky Utilities Company and the Bank of New York
Mellon, as Trustee (Exhibit 4(a) to PPL Corporation Form 8-K Report (File No. 1-11459) dated June 3, 2020)
*10(a)
- £845 million Multicurrency Revolving Facilities Agreement, dated May 13 2020, among Western Power Distribution (East Midlands) plc, Western Power
Distribution (West Midlands) plc, Western Power Distribution (South West) plc, and Western Power Distribution (South Wales) plc as the Borrowers, Mizuho Bank,
Ltd and National Westminster Bank plc as Joint Coordinators, HSBC UK Bank plc, Lloyds Bank plc, Mizuho Bank Ltd, National Westminster Bank plc, Royal Bank
of Canada, Barclays Bank plc and Santander UK plc as Bookrunners and Mandated Lead Arrangers, MUFG Bank, Ltd as Mandated Lead Arranger, and Lloyds Bank
plc as Facility Agent
Certifications pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, for the quarterly period
2020,--filed by-the
officers
for-the
companies:
- - -ended
- - June
- - 30,
- ---following
--- ---following
- - - ----*31(a)

- PPL Corporation's principal executive officer

*31(b)

- PPL Corporation's principal financial officer

*31(c)

- PPL Electric Utilities Corporation's principal executive officer

*31(d)

- PPL Electric Utilities Corporation's principal financial officer

*31(e)

- LG&E and KU Energy LLC's principal executive officer

*31(f)

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

*31(g)

- Louisville Gas and Electric Company's principal executive officer

*31(h)

- Louisville Gas and Electric Company's principal financial officer

*31(i)

- Kentucky Utilities Company's principal executive officer

*31(j)

- Kentucky Utilities Company's principal financial officer

Certifications pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, for the quarterly period ended June 30, 2020, furnished by the following officers for the following companies:
*32(a)

- PPL Corporation's principal executive officer and principal financial officer

*32(b)

- PPL Electric Utilities Corporation's principal executive officer and principal financial officer

*32(c)

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

*32(d)

- Louisville Gas and Electric Company's principal executive officer and principal financial officer

*32(e)

- Kentucky Utilities Company's principal executive officer and principal financial officer

101.INS

- XBRL Instance Document - the instance document does not appear in the Interactive Data File because its XBRL tags are embedded within the Inline XBRL
document.

101.SCH

- XBRL Taxonomy Extension Schema

101.CAL

- XBRL Taxonomy Extension Calculation Linkbase

101.DEF

- XBRL Taxonomy Extension Definition Linkbase

101.LAB

- XBRL Taxonomy Extension Label Linkbase

101.PRE

- XBRL Taxonomy Extension Presentation Linkbase

104

- The Cover Page Interactive Data File is formatted as Inline XBRL and contained in Exhibits 101.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrants have duly caused this report to be signed on their behalf by the undersigned thereunto duly authorized. The
signature for each undersigned company shall be deemed to relate only to matters having reference to such company or its subsidiaries.
PPL Corporation
(Registrant)

Date:

August 10, 2020

/s/ Marlene C. Beers
Marlene C. Beers
Vice President and Controller
(Principal Accounting Officer)

PPL Electric Utilities Corporation
(Registrant)

Date:

August 10, 2020

/s/ Stephen K. Breininger
Stephen K. Breininger
Vice President-Finance and Regulatory Affairs and Controller
(Principal Financial Officer and Principal Accounting Officer)

LG&E and KU Energy LLC
(Registrant)
Louisville Gas and Electric Company
(Registrant)
Kentucky Utilities Company
(Registrant)

Date:

August 10, 2020

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)
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CONFORMED COPY

THIS AGREEMENT is dated I 3 May 2020.
BETWEEN:
(I)

(a) \NESTERN POWER DISTRIBUTION (EAST MIDLANDS) PLC (registered number
("WPDEM"); (b) WESTERN POWER DISTRIBUTION (WEST
MIDLANDS) PLC (registered number 03600574) ("WPDWM"); (c) WESTERN POWER
DISTRIBUTION (SOUTH WEST) PLC (registered number 02366894) ("WPDSW"); (d)
WESTERN POWER DISTRIBUTION (SOUTH WALES) PLC (registered number
02366985) ("WPDSWa") (each a "Borrower" and WPDSWa together with WPDEM,
WPDWM and WPDSW, the "Borrowers")

02366923)

(2)

MIZUHO BANK, LTD. and NATIONAL WESTMINSTER BANK PLC as joint
coordinators (the "Joint Coordinators");

(3)

BARCLAYS BANK PLC, HSBC UK BANK PLC, LLOYDS BANK PLC, MIZUHO
BANK, LTD., NATIONAL WESTMINSTER BANK PLC, ROYAL BANK OF
CANADA, and SANTANDER UK PLC as booknmners and mandated lead arrangers (the
"Bookrunners'');

(4)

MUFG BANK, LTD. as mandated lead arranger (and together with the Bookrunners, the
"Arrangers'');

(5)

THE FINANCIAL INSTITUTIONS listed in Schedule 1 (Original Parties) as original
lenders (the "Original Lenders''); and

(6)

LLOYDS BANK PLC as facility agent (the "Facility Agent").

IT IS AGREED as follows:
1.

INTERPRETATION

1.1

Dmnitions
ln this Agreement:

"Acx::eptable Bank'' means:
(a)

a Lender (which is not a Defaulting Le11der);

(b)

a bank or financia l institution wh ich has a rating for its long-term unsecured and non
credit-enhanced debt obligations of A- or higher by Standard & Poor's Rating Services
or A- or higher by Fitch Ratings Ltd or A3 or higher by Moody's Investor Services
Limited or a comparable rating from an internationally recognised credit rating agency;
or

(c)

any other bank or financia l institution approved by the Facility Agent (acting
reasonably).

"Acx::eptableJ uriooiction" means:
(a)

the United States of America;

(b)

the United Kingdom; or

(c)

any other member state of the European Union or any Participating Member State
where such country has long term sovereign credit rating of A- or higher by Standard

CONFORMED COPY THIS AGREEMENT is dated 13 May 2020. BETWEEN: (1) (a) WESTERN POWER DISTRIBUTION (EAST MIDLANDS) PLC (registered number 02366923) (“WPDEM”); (b) WESTERN POWER DISTRIBUTION (WEST MIDLANDS) PLC (registered number 03600574) (“WPDWM”); (c) WESTERN POWER DISTRIBUTION (SOUTH WEST) PLC (registered number 02366894) (“WPDSW”); (d) WESTERN POWER DISTRIBUTION (SOUTH WALES) PLC (registered number 02366985) (“WPDSWa”) (each a “Borrower” and WPDSWa together with WPDEM, WPDWM and WPDSW, the “Borrowers”) (2) MIZUHO BANK, LTD. and NATIONAL WESTMINSTER BANK PLC as joint coordinators (the “Joint Coordinators”); (3) BARCLAYS BANK PLC, HSBC UK BANK PLC, LLOYDS BANK PLC, MIZUHO BANK, LTD., NATIONAL WESTMINSTER BANK PLC, ROYAL BANK OF CANADA, and SANTANDER UK PLC as bookrunners and mandated lead arrangers (the “Bookrunners”); (4) MUFG BANK, LTD. as mandated lead arranger (and together with the Bookrunners, the “Arrangers”); (5) THE FINANCIAL INSTITUTIONS listed in Schedule 1 (Original Parties) as original lenders (the “Original Lenders”); and (6) LLOYDS BANK PLC as facility agent (the “Facility Agent”). IT IS AGREED as follows: 1. INTERPRETATION 1.1 Definitions In this Agreement: “Acceptable Bank” means: (a) a Lender (which is not a Defaulting Lender); (b) a bank or financial institution which has a rating for its long-term unsecured and non credit-enhanced debt obligations of A- or higher by Standard & Poor’s Rating Services or A- or higher by Fitch Ratings Ltd or A3 or higher by Moody’s Investor Services Limited or a comparable rating from an internationally recognised credit rating agency; or (c) any other bank or financial institution approved by the Facility Agent (acting reasonably). “Acceptable
Jurisdiction” means: (a) the United States of America; (b) the United Kingdom; or (c) any other member state of the European Union or any Participating Member State where such country has long term sovereign credit rating of A- or higher by Standard

& Poor's Rating Services or A3 or higher from Moody's Investor Services Limited or
A- or higher from Fitch Ratings Ltd.

"Act" means the Electricity Act 1989 and, unless the context otherwise requires, all subordinate
legislation made pursuant thereto.

"Administrative Party" means an Arranger or the Facility Agent.
"Affiliate" means a Subsidiary or a Ho lding Company of a person or any other Subsidiary of
that Holding Company. Notwithstanding the foregoing, in relation to National Westminster
Bank pie, the term "Affiliate" shall not include (i) the UK govenunent or any member or
instrumentality thereof, including Her Majesty's Treasury and UK Financial Investments
Limited (or any directors, oflicers, employees or entities thereof) or (ii) any persons or entities
controlled by or under common control with the UK government or any member or
instnnnentality thereof (including Her Majesty's Treasury and UK Financial Investments
Limited) and which are not part of The Royal Bank of Scotland Group pie and its subsidiaries
or subsidiary undertakings.
"Agent's Spot Rate of Exchange'' means:
(a)

the Facility Agent's spot rate of exchange: or

(b)

(if the Facility Agent does not have an available spot rate of exchange) any other
publicly available spot rate of exchange selected by the Facility Agent (acting
reasonably),

for the purchase of the relevant currency with the Base Currency in the London foreign
exchange market at or about 11 .00 a.m. on a particular day.
"Applicable Accounting Principles'' means those accounting principles, standards and
practices generally accepted in the United Kingdom and the accounting and reporting
requirements of the Companies Act 2006, in each case as used in tbe Original Financial
Statements.

"Article 55 BRRD" means Article 55 of Directive 2014/59/ EU establishing a framework for
the recovery and resolution of credit institutions and investment firms.

"AssignmentAgreemEnt" means an agreement substantially in the form set out in Schedule 5

(Form of As.5ignnmtAgreen:ent) or any other form agreed between the relevant assignor and
assignee.

"Authority'' means The Gas and Electricity Markets Authority established under Section I of
the Utilities Act 2000.

"AvailableCommitmEflt" means a Lender's Commitment minus:
(a)

the Base Currency Amount of its participation in any outstanding Loans; and

(b)

in relation to any proposed Loans, the Base Currency Amount of its participation in any
Loans that are due to be made on or before the proposed Drawdown Date,

other than that Lender's participation in any Loans that are due to be repaid or prepaid on or
before tbe proposed Drawdown Date.

"Availability Pa.i.od" means the period from and including the date of this Agreement to and
including the date falling one month prior to the Final Maturity Date.
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& Poor’s Rating Services or A3 or higher from Moody’s Investor Services Limited or A- or higher from Fitch Ratings Ltd. “Act” means the Electricity Act 1989 and, unless the context otherwise requires, all subordinate legislation made pursuant thereto. “Administrative Party” means an Arranger or the Facility Agent. “Affiliate” means a Subsidiary or a Holding Company of a person or any other Subsidiary of that Holding Company. Notwithstanding the foregoing, in relation to National Westminster Bank plc, the term “Affiliate” shall not include (i) the UK government or any member or instrumentality thereof, including Her Majesty’s Treasury and UK Financial Investments Limited (or any directors, officers, employees or entities thereof) or (ii) any persons or entities controlled by or under common control with the UK government or any member or instrumentality thereof (including Her Majesty’s Treasury and UK Financial Investments Limited) and which are not part of The Royal Bank of Scotland Group plc and its subsidiaries or subsidiary undertakings. “Agent’s Spot Rate of Exchange” means: (a) the Facility Agent’s spot rate of exchange: or (b) (if the Facility Agent does not have an available spot rate of exchange) any other publicly available spot rate of exchange selected by the Facility Agent (acting reasonably), for the purchase of the relevant currency with the Base Currency in the London foreign exchange market at or about 11.00 a.m. on a particular day. “Applicable Accounting Principles” means those accounting principles, standards and practices generally accepted in the United Kingdom and the accounting and reporting requirements of the Companies Act 2006, in each case as used in the Original Financial Statements. “Article 55 BRRD” means Article 55 of Directive 2014/59/EU establishing a framework for the recovery and resolution of credit institutions and investment firms. “Assignment Agreement” means an agreement
substantially in the form set out in Schedule 5 (Form of Assignment Agreement) or any other form agreed between the relevant assignor and assignee. “Authority” means The Gas and Electricity Markets Authority established under Section 1 of the Utilities Act 2000. “Available Commitment” means a Lender’s Commitment minus: (a) the Base Currency Amount of its participation in any outstanding Loans; and (b) in relation to any proposed Loans, the Base Currency Amount of its participation in any Loans that are due to be made on or before the proposed Drawdown Date, other than that Lender’s participation in any Loans that are due to be repaid or prepaid on or before the proposed Drawdown Date. “Availability Period” means the period from and including the date of this Agreement to and including the date falling one month prior to the Final Maturity Date. 2

"Available Facility" means the aggregate for the time being of each Lender's Avai lable
Commitment.

"Bail-In Action" means the exercise of any Write-down and Conversion Powers.
"Bail-In Legislation" means:
(a)

in relation to an EEA Member Country which has implemented, or which at any time
implements, Article 55 BRRD, the relevant implementing law or regulation as
described in the EU Bail-In Legislation Schedule from time to time; and

(b)

in relation to any state other than such an EEA Member Country or (to the extent that
the United Kingdom is not such an EEA Member Country) the United Kingdom, any
analogous law or regulation from time to time which requ.ires contractual recognition
of any Write-down and Conversion Powers contaiJ1ed in that law or regulation.

"Balancing and &ttletna:1t Code' means the document:, as modified from time to time, setting
out the electricity balancing and settlement arrangements designated by the Secretary of State
and adopted by The National Grid Company pie (Registered No. 2366977) or its successor
pursuant to its transmission licence.
"Balancing and &ttlement Code Frame<M)rk AgrEallffit" means the agreement of that title,
in the form approved by the Secretary of State, as amended from time to time, to which each
Borrower is a party and by which the Balancing and Settlement Code is made binding upon
each Borrower.

"Bank Levy" means any amount payable by any Finance Party or any of its Affiliates on the
basis of, or in relation to, its balance sheet or capital base or any part of that person or its
liabilities or minimum regulatory capital or any combi.nation thereof, including, without
limitation, the UK bank levy as set out in the Finance Act 2011, the French truce l::en::aire de
risque syst.enique as set out in Article 235 ter ZE of the French Code Gereral des inp)ts, the
German bank levy as set out in the German Restructuring Fund Act 2010
(Festrukturienmgsforrlsgesa:z) (as amended), the Dutch ~a.sting as set out in the bank
levy act (v\etbanlaJbelasting), the Swedish bank levy as set out in the Swedish Act on State
Support to Credit Institutions (Sw. lag (2008:814) (lag omstatligtstod till krooitinsti.M)), or
the Spanish bank levy (I:rrµ.iffito sol::re los 0€fl6sitns en las Entidades de Creditn) as set out in
the Law 16/2012 of27 December 2012.
" Base Currency" means SterIing.
"Base Currency Amount'' means in relation to a Loan, the amount specified in the Request
delivered by a Borrower for that Loan (or, if the amount requested is not denominated in the
Base Currency, that amount converted into the Base Currency at the Agent's Spot Rate of
Exchange on the date which is three Business Days before the Drawdown Date or, if later, on
the date the Facility Agent receives the Request) as adjusted to refiect any repayment or
prepayment of a Loan.
" Basel III" means:
(a)

the agreements on capital requirements, a leverage ratio and liquidity standards
contained in " Basel III: A global regulatnry frarmw)rkfor nnre n=siliEJlt tanks am
b3nking system,", "Basel III: lnt.emational frarmw)rkfor liquidity riskilffiSl.lrelreI
standards am nnnitnrinJ'' and "Guidance for national authoritie, operating the
count.ercyclical capital bJffer" published by the Basel Committee on Banking
Supervision in December 2010, each as amended, supplemented or restated;
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“Available Facility” means the aggregate for the time being of each Lender’s Available Commitment. “Bail-In Action” means the exercise of any Write-down and Conversion Powers. “Bail-In Legislation” means: (a) in relation to an EEA Member Country which has implemented, or which at any time implements, Article 55 BRRD, the relevant implementing law or regulation as described in the EU Bail-In Legislation Schedule from time to time; and (b) in relation to any state other than such an EEA Member Country or (to the extent that the United Kingdom is not such an EEA Member Country) the United Kingdom, any analogous law or regulation from time to time which requires contractual recognition of any Write-down and Conversion Powers contained in that law or regulation. “Balancing and Settlement Code” means the document, as modified from time to time, setting out the electricity balancing and settlement arrangements designated by the Secretary of State and adopted by The National Grid Company plc (Registered No. 2366977) or its successor pursuant to its transmission licence. “Balancing and Settlement Code Framework Agreement” means the agreement of that title, in the form approved by the Secretary of State, as amended from time to time, to which each Borrower is a party and by which the Balancing and Settlement Code is made binding upon each Borrower. “Bank Levy” means any amount payable by any Finance Party or any of its Affiliates on the basis of, or in relation to, its balance sheet or capital base or any part of that person or its liabilities or minimum regulatory capital or any combination thereof, including, without limitation, the UK bank levy as set out in the Finance Act 2011, the French taxe bancaire de risque systémique as set out in Article 235 ter ZE of the French Code Général des impôts, the German bank levy as set out in the German Restructuring Fund Act 2010 (Restrukturierungsfondsgesetz) (as amended), th
Dutch bankenbelasting as set out in the bank levy act (Wet bankenbelasting), the Swedish bank levy as set out in the Swedish Act on State Support to Credit Institutions (Sw. lag (2008:814) (lag om statligt stöd till kreditinstitut)), or the Spanish bank levy (Impuesto sobre los Depósitos en las Entidades de Crédito) as set out in the Law 16/2012 of 27 December 2012. “Base Currency” means Sterling. “Base Currency Amount” means in relation to a Loan, the amount specified in the Request delivered by a Borrower for that Loan (or, if the amount requested is not denominated in the Base Currency, that amount converted into the Base Currency at the Agent’s Spot Rate of Exchange on the date which is three Business Days before the Drawdown Date or, if later, on the date the Facility Agent receives the Request) as adjusted to reflect any repayment or prepayment of a Loan. “Basel III” means: (a) the agreements on capital requirements, a leverage ratio and liquidity standards contained in “Basel III: A global regulatory framework for more resilient banks and banking systems”, “Basel III: International framework for liquidity risk measurement, standards and monitoring” and “Guidance for national authorities operating the countercyclical capital buffer” published by the Basel Committee on Banking Supervision in December 2010, each as amended, supplemented or restated; 3

(b)

the rules for global systematically important banks contained in "Global systerratic.ally
inp:)rtant l:mlk;: assessrrelt nEt:hxlology and the additional loss al:rorbancy
~
- Rules !Ext' published by the Basel Committee on Banking Supervision
in November 2011 , as amended, supplemented or restated; and

(c)

any further guidance or standards published by the Basel Committee on Banking
Supervision relating to "Basel .LIT".

"Borrower Group" means, in respect of a Borrower, that Borrower and its Subsidiaries (if
any).

"Brffik Costs" means the amount (if any), calculated in accordance with Clause 25.4 (Break
Costs), which a Lender is entitled to receive under this Agreement as compensation if any part
of a Loan or overdue amount is prepaid.
"Business Day'' means a day (other than a Saturday or a Sunday) on which commercial banks
are open in London and:
(a)

if on that day a payment in or a purchase of a currency (other than euro) is to be made,
the principal financial centre of the country of that currency; or

(b)

if on that day a payment in or purchase of euro is to be made, which is also a TARGET
Day.

"Code" means the US Internal Revenue Code of 1986.
"Commitment" means a Facility A Commitment, Facility B Commitment, Facility C
Commitment or Facility D Commitment.
"Complianc:eCa:tificate" means a certificate substantially in the form of Schedule 5 (Formof
Corrpian::eC€11ificate) setting out, among other things, calculations of the financial covenants
or as otherwise agreed between the relevant Borrower and the Facility Agent.

"Confidential Infonnation" means all information relating to each Borrower, each Borrower
Group, the Finance Documents or each Facility of which a Finance Party becomes aware in its
capacity as, or for the purpose of becoming, a Finance Party or which is received by a Finance
Party in relation to, or for the purpose of becoming a Finance Party under, the Finance
Documents or a Facility from either:
(a)

any member of a Borrower Group or any of its advisers; or

(b)

another Finance Party, if the information was obtained by that Finance Party directly
or indirectly from any member of a Borrower Group or any of its advisers,

in whatever form, and includes information given orally and any document, electronic file or
any other way of representing or recording information which contains or is derived or copied
from such information but excludes:
(i)

information that:
(A)

is or becomes public information other than as a direct or indirect result
of any breach by that Finance Party of Clause 30 (Confidentiality and
dioclosure of inforrration), or

(B)

is identified in writing at the time of delivery as non-confidential by
any member ofa Borrower Group or any of its advisers; or
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(b) the rules for global systematically important banks contained in “Global systematically important banks: assessment methodology and the additional loss absorbency requirement — Rules text” published by the Basel Committee on Banking Supervision in November 2011, as amended, supplemented or restated; and (c) any further guidance or standards published by the Basel Committee on Banking Supervision relating to “Basel III”. “Borrower Group” means, in respect of a Borrower, that Borrower and its Subsidiaries (if any). “Break Costs” means the amount (if any), calculated in accordance with Clause 25.4 (Break Costs), which a Lender is entitled to receive under this Agreement as compensation if any part of a Loan or overdue amount is prepaid. “Business Day” means a day (other than a Saturday or a Sunday) on which commercial banks are open in London and: (a) if on that day a payment in or a purchase of a currency (other than euro) is to be made, the principal financial centre of the country of that currency; or (b) if on that day a payment in or purchase of euro is to be made, which is also a TARGET Day. “Code” means the US Internal Revenue Code of 1986. “Commitment” means a Facility A Commitment, Facility B Commitment, Facility C Commitment or Facility D Commitment. “Compliance Certificate” means a certificate substantially in the form of Schedule 5 (Form of Compliance Certificate) setting out, among other things, calculations of the financial covenants or as otherwise agreed between the relevant Borrower and the Facility Agent. “Confidential Information” means all information relating to each Borrower, each Borrower Group, the Finance Documents or each Facility of which a Finance Party becomes aware in its capacity as, or for the purpose of becoming, a Finance Party or which is received by a Finance Party in relation to, or for the purpose of becoming a Finance Party under, the Finance Documents or a Facility from
either: (a) any member of a Borrower Group or any of its advisers; or (b) another Finance Party, if the information was obtained by that Finance Party directly or indirectly from any member of a Borrower Group or any of its advisers, in whatever form, and includes information given orally and any document, electronic file or any other way of representing or recording information which contains or is derived or copied from such information but excludes: (i) information that: (A) is or becomes public information other than as a direct or indirect result of any breach by that Finance Party of Clause 30 (Confidentiality and disclosure of information), or (B) is identified in writing at the time of delivery as non-confidential by any member of a Borrower Group or any of its advisers; or 4

(C)

( ii)

is known by that Finance Party before the date the infonnation is
disclosed to it in accordance with paragraphs (a) or (b) above or is
lawfully obtained by that Finance Party after that date, from a source
which is, as far as that Finance Party is aware, unconnected with a
Borrower Group and which, in either case, as far as that Fi nance Party
is aware, has not been obtained in breach of, and is not otherwise
subject to, any obligation of confidentiality; and

any Funding Rate or Reference Bank Quotation.

"Confidentiality Undertaking" means a confidentiality undertaking substantially in a
recommended form of the LMA or in any o ther form agreed between a Borrower and the
Facility Agent.

"Contribution Notice" means a contri bution notice issued by the Pensions Regulator under
section 38 or section 47 of the Pensions Act 2004.
" C RD IV" means:
(a)

Regulation (EU) No. 575/2013 of the European Parliament and of the Council of 26
June 2013 on prudential requirements for credit institutions and investment firms; and

(b)

Directive 2013/36/EU of the European Parliament and of the Council of26 June 20 13
on access to the activity of credit institutions and the prudent.ial supervision of credit
institutions and investment firms.

"CTA'' means the Corporation Tax Act 2009.

"Debt PurchaseTransaction" mea ns, in relation to a person, a transaction where such person:
(a)

purchases by way of assignment o r transfer;

(b)

enters into any sub-participation in respect of; or

(c)

enters into any other agreement or arrangement having an economic effect substantially
similar to a sub-participation in respect of,

any Commitment or amount outstanding under this Agreement.

"Default" means:
(a)

an Event of Default; or

(b)

an event specified in Clause 2 1 (Default) which would be (w ith the lapse of time, the
expiry of a grace period, the giving of notice or the mak ing of any determination under
the Finance Documents or any combination of them) an Event of Default.

"Defaulting Lender" means any Lender:
(a)

which bas failed to make its participation in a Loan available or has notified the Facility
Agent that it will not make its participation in a Loan available by the Drawdown Date
of that Loan in accordance with Clause 5.4 (Advance of loan);

(b)

which has otherwise rescinded or repudiated a Finance Document; or

(c)

with respect to w hich an Insolvency Event has occurred and is continuing,
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(C) is known by that Finance Party before the date the information is disclosed to it in accordance with paragraphs (a) or (b) above or is lawfully obtained by that Finance Party after that date, from a source which is, as far as that Finance Party is aware, unconnected with a Borrower Group and which, in either case, as far as that Finance Party is aware, has not been obtained in breach of, and is not otherwise subject to, any obligation of confidentiality; and (ii) any Funding Rate or Reference Bank Quotation. “Confidentiality Undertaking” means a confidentiality undertaking substantially in a recommended form of the LMA or in any other form agreed between a Borrower and the Facility Agent. “Contribution Notice” means a contribution notice issued by the Pensions Regulator under section 38 or section 47 of the Pensions Act 2004. “CRD IV” means: (a) Regulation (EU) No. 575/2013 of the European Parliament and of the Council of 26 June 2013 on prudential requirements for credit institutions and investment firms; and (b) Directive 2013/36/EU of the European Parliament and of the Council of 26 June 2013 on access to the activity of credit institutions and the prudential supervision of credit institutions and investment firms. “CTA” means the Corporation Tax Act 2009. “Debt Purchase Transaction” means, in relation to a person, a transaction where such person: (a) purchases by way of assignment or transfer; (b) enters into any sub-participation in respect of; or (c) enters into any other agreement or arrangement having an economic effect substantially similar to a sub-participation in respect of, any Commitment or amount outstanding under this Agreement. “Default” means: (a) an Event of Default; or (b) an event specified in Clause 21 (Default) which would be (with the lapse of time, the expiry of a grace period, the giving of notice or the making of any determination under the Finance Documents or any combination of them) an Event of Default.
“Defaulting Lender” means any Lender: (a) which has failed to make its participation in a Loan available or has notified the Facility Agent that it will not make its participation in a Loan available by the Drawdown Date of that Loan in accordance with Clause 5.4 (Advance of Loan); (b) which has otherwise rescinded or repudiated a Finance Document; or (c) with respect to which an Insolvency Event has occurred and is continuing, 5

unless, in the case of paragraph (a) above:
(i)

its failure to pay is caused by:
(A)

administrative or technical error; or

(8)

a Disruption Event,

and payment is made within 5 Business Days of its due date; or
(ii)

the Lender is disputing in good faith whether it is contractually obliged to make
the payment in question.

"Disruption Event'' means either or both of:
(a)

a material disruption to those payment or communications systems or to those financial
markets which are, in each case, required to operate i.n order for payments to be made
in connection with the Finance Documents (or otherwise in order for the transactions
contemplated by the Finance Documents to be carried out) which disruption is not
caused by, and is beyond the control of, any of the Parties; or

(b)

the occurrence of any other event which results in a disruption (of a technical or
systems-related nature) to the treasury or payments operations of a Party preventing
that, or any other Party:
(i)

from performing its payment obligations under the Finance Documents; or

(ii)

from communicating with other Parties in accordance with the terms of the
Finance Documents,

and which (in either such case) is not caused by, and is beyond the control of, the Party whose
operations are disrupted.

"Dodd-Frank" means the Dodd-Frank Wall Street Reform and Consumer Protection Act, Pub.
L. No. I I 1-203, 124 stat. 1376 (20 10) and all requests, rules, guidelines or directives in
connection therew ith.

"Drawdown Date" means each date on which a Loan is made.
" EEA Member Country" means any member state of the European Union, Iceland,
Liechtenstein and Norway.

"Environment" means humans, animals, plants and all other li ving organisms includi ng the
ecological systems of which they fom1 part and the following media:
(a)

air (including, without limitation, air within natural or man-made structures, whether
above or below ground);

(b)

water (including, without limitation, territorial, coastal and inland waters, water under
or within laud and water .in drains and sewers); and

(c)

land (including, without limitation, land under water).

"Environmental Claim' means any claim, proceeding, formal notice or investigation by any
person in respect of any Environmental Law.
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unless, in the case of paragraph (a) above: (i) its failure to pay is caused by: (A) administrative or technical error; or (B) a Disruption Event, and payment is made within 5 Business Days of its due date; or (ii) the Lender is disputing in good faith whether it is contractually obliged to make the payment in question. “Disruption Event” means either or both of: (a) a material disruption to those payment or communications systems or to those financial markets which are, in each case, required to operate in order for payments to be made in connection with the Finance Documents (or otherwise in order for the transactions contemplated by the Finance Documents to be carried out) which disruption is not caused by, and is beyond the control of, any of the Parties; or (b) the occurrence of any other event which results in a disruption (of a technical or systems-related nature) to the treasury or payments operations of a Party preventing that, or any other Party: (i) from performing its payment obligations under the Finance Documents; or (ii) from communicating with other Parties in accordance with the terms of the Finance Documents, and which (in either such case) is not caused by, and is beyond the control of, the Party whose operations are disrupted. “Dodd-Frank” means the Dodd-Frank Wall Street Reform and Consumer Protection Act, Pub. L. No. 111-203, 124 stat. 1376 (2010) and all requests, rules, guidelines or directives in connection therewith. “Drawdown Date” means each date on which a Loan is made. “EEA Member Country” means any member state of the European Union, Iceland, Liechtenstein and Norway. “Environment” means humans, animals, plants and all other living organisms including the ecological systems of which they form part and the following media: (a) air (including, without limitation, air within natural or man-made structures, whether above or below ground); (b) water (including, without limitation, territorial, coastal and inland
waters, water under or within land and water in drains and sewers); and (c) land (including, without limitation, land under water). “Environmental Claim” means any claim, proceeding, formal notice or investigation by any person in respect of any Environmental Law. 6

" Environmental Law'' means any applicable law or regulation which relates to:
(a)

the pollution or protection of the Environment;

(b)

the conditions of the workplace; or

(c)

the generation, handling, storage, use, release or spillage of any substance wh ich, alone
or in combination with any other, is capable of causing harm to the Environment,
including, without limitation, any was te.

" EU Bail-In Legislation Schedule'' means the document described as such and published by
the LMA (or any successor person) from time to time.

"ruro" or "ruros" or"€' means the single currency oftl1c Participating Member States.
"EURlBOR" means in relation lo any Loan in euro:
(a)

tJ1e applicable Screen Rate as of the Specified Time for euro and for a period equal in
length to tbe Term of that Loan; or

(b)

as otherwise determined pursuant to Clause 12.1 (Unavailal:ilityof&:realRate),

and it: in either case, that rate is less than zero, EURIBOR shall be deemed to be zero.

"Event of Default" means an event specified as such in this Agreement.
"Existing Facilities'' means tbe multi-currency revolving credit facilities for WPDSW,
WPDEM and WPDWM, signed 4 April 20 11 and 12 January 2012 between the rel.evant
Borrower and the lenders named therein, each as amended and restated on 29 July 2014.

" Facility" means Facility A, Facility B, Facility C or Facility D.
"F acility A" means the revolving credit facility made available under this Agreement as
described in sub-clause 2.1..1 (a) of Clause 2 (loo Facilitiffi).
"Facility A Commitment'' means:
(a)

in relation to an Original Lender, the amount in tJ1e Base Currency set opposite its name
under the heading "Facility A Commitment" in Schedule 1 (1be Original Paitie:;) and
the amount of any other Facility A Commitment transferred to it under this Agreement
or assumed by it in accordance with Clause 2.2 (Inc:rwse); a nd

(b)

in relation to any other Lender, the amount in the Base Currency of any Facility A
Commitment transferred to it under this Agreement or assumed by it in accordance with
C lause 2.2 (lnc:rwse),

to the extent not cancelled, reduced or transferred by it under this Agreement.

" Facility A Loan'' means a loan made or to be made under Facility A or the principal amount
outstanding for the time being of that loan.
" Facility B" means the revolvi ng credit facility made available under this Agreement as
described in sub-clause 2.1.1 (b) of Clause 2 (loo Facilitie:;).
" Facility B Commitment'' mea11s:
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“Environmental Law” means any applicable law or regulation which relates to: (a) the pollution or protection of the Environment; (b) the conditions of the workplace; or (c) the generation, handling, storage, use, release or spillage of any substance which, alone or in combination with any other, is capable of causing harm to the Environment, including, without limitation, any waste. “EU Bail-In Legislation Schedule” means the document described as such and published by the LMA (or any successor person) from time to time. “euro” or “euros” or “€” means the single currency of the Participating Member States. “EURIBOR” means in relation to any Loan in euro: (a) the applicable Screen Rate as of the Specified Time for euro and for a period equal in length to the Term of that Loan; or (b) as otherwise determined pursuant to Clause 12.1 (Unavailability of Screen Rate), and if, in either case, that rate is less than zero, EURIBOR shall be deemed to be zero. “Event of Default” means an event specified as such in this Agreement. “Existing Facilities” means the multi-currency revolving credit facilities for WPDSW, WPDEM and WPDWM, signed 4 April 2011 and 12 January 2012 between the relevant Borrower and the lenders named therein, each as amended and restated on 29 July 2014. “Facility” means Facility A, Facility B, Facility C or Facility D. “Facility A” means the revolving credit facility made available under this Agreement as described in sub-clause 2.1.1(a) of Clause 2 (The Facilities). “Facility A Commitment” means: (a) in relation to an Original Lender, the amount in the Base Currency set opposite its name under the heading “Facility A Commitment” in Schedule 1 (The Original Parties) and the amount of any other Facility A Commitment transferred to it under this Agreement or assumed by it in accordance with Clause 2.2 (Increase); and (b) in relation to any other Lender, the amount in the Base Currency of any Facility A Commitment
transferred to it under this Agreement or assumed by it in accordance with Clause 2.2 (Increase), to the extent not cancelled, reduced or transferred by it under this Agreement. “Facility A Loan” means a loan made or to be made under Facility A or the principal amount outstanding for the time being of that loan. “Facility B” means the revolving credit facility made available under this Agreement as described in sub-clause 2.1.1(b) of Clause 2 (The Facilities). “Facility B Commitment” means: 7

(a)

in relation to an Original Lender, the amount in the Base Currency set opposite its name
under the heading "Facility B Commitment" in Schedule 1 (The Original Parties) and
the amount of any other Facility B Commitment transferred to it under this Agreement
or assumed by it in accordance with Clause 2.2 (Iocre.ase); and

(b)

in relation to any other Lender, the amount in the Base Currency of any Facility B
Commitment transferred to it under tbis Agreement or assumed by it in accordance with
C lause 2.2 (lncrmse),

to the extent not cancelled, reduced or transferred by it under this Agreement.

"Facility B Loan'' means a loan made or to be made under Facility B or the principal amount
outstanding for the time being of that loan.

·' Facility C" means the revolving credit facility made availab le under this Agreement as
described in sub-clause 2. 1. l(c) of Clause 2 (The Facilities).
" Facility C Commitment'' means:
(a)

in relation to an Original Lender, the amount in the Base Currency set opposite its name
under the heading "Facility C Commitment" in Schedule I (The Original Parties) and
the amount of any other Facility C Commitment transferred to it under this Agreement
or assumed by it in accordance w ith Clause 2.2 (Incrmse); and

(b)

in relation to any other Lender, the amount in the Base Currency of any Facility C
Commitment transferred to it under this Agreement or assumed by it in accordance with
Clause 2.2 (locre.ase),

to the extent not cancelled, reduced or transferred by it under this Agreement.

" Facility C Loan" means a loan made or to be made under Facility C or the principal amount
outstanding for the time being of that loan.

" Facility D" means the revolving credit facility made availab le under this Agreement as
described in sub-clause 2. 1. l(d) of Clause 2 (Ire Facilities).
" Facility D Commitment" means:
(a)

in relation to an Original Lender, the amount in the Base Currency set opposite its name
under the heading "Facility D Commihnent" in Schedule 1 (The Original Parties) and
the amount of any other Facility D Commitment transferred to it under this Agreement
or assumed by it in acc-o rdance with C lause 2.2 (Iocre.ase); and

(b)

in relation to any other Lender, the amount in the Base Currency of any Facility D
Commitment transferred to it under this Agreement or assumed by it i11 accordance with
C lause 2.2 (lncrmse),

to the extent not cancelled, reduced or transferred by it under this Agreement.

" Facility D Loan" means a loan made or to be made under Facility Dor the principal amount
outstanding for the time being of that loan.

"Facility Office" means the office(s) notified by a Lender to the Facility Agent in writing:
(a)

on o r before the date it becomes a Lender; or

(b)

by not less than five Business Days' notice,
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(a) in relation to an Original Lender, the amount in the Base Currency set opposite its name under the heading “Facility B Commitment” in Schedule 1 (The Original Parties) and the amount of any other Facility B Commitment transferred to it under this Agreement or assumed by it in accordance with Clause 2.2 (Increase); and (b) in relation to any other Lender, the amount in the Base Currency of any Facility B Commitment transferred to it under this Agreement or assumed by it in accordance with Clause 2.2 (Increase), to the extent not cancelled, reduced or transferred by it under this Agreement. “Facility B Loan” means a loan made or to be made under Facility B or the principal amount outstanding for the time being of that loan. “Facility C” means the revolving credit facility made available under this Agreement as described in sub-clause 2.1.1(c) of Clause 2 (The Facilities). “Facility C Commitment” means: (a) in relation to an Original Lender, the amount in the Base Currency set opposite its name under the heading “Facility C Commitment” in Schedule 1 (The Original Parties) and the amount of any other Facility C Commitment transferred to it under this Agreement or assumed by it in accordance with Clause 2.2 (Increase); and (b) in relation to any other Lender, the amount in the Base Currency of any Facility C Commitment transferred to it under this Agreement or assumed by it in accordance with Clause 2.2 (Increase), to the extent not cancelled, reduced or transferred by it under this Agreement. “Facility C Loan” means a loan made or to be made under Facility C or the principal amount outstanding for the time being of that loan. “Facility D” means the revolving credit facility made available under this Agreement as described in sub-clause 2.1.1(d) of Clause 2 (The Facilities). “Facility D Commitment” means: (a) in relation to an Original Lender, the amount in the Base Currency set opposite its name under the heading “Facility D
Commitment” in Schedule 1 (The Original Parties) and the amount of any other Facility D Commitment transferred to it under this Agreement or assumed by it in accordance with Clause 2.2 (Increase); and (b) in relation to any other Lender, the amount in the Base Currency of any Facility D Commitment transferred to it under this Agreement or assumed by it in accordance with Clause 2.2 (Increase), to the extent not cancelled, reduced or transferred by it under this Agreement. “Facility D Loan” means a loan made or to be made under Facility D or the principal amount outstanding for the time being of that loan. “Facility Office” means the office(s) notified by a Lender to the Facility Agent in writing: (a) on or before the date it becomes a Lender; or (b) by not less than five Business Days’ notice, 8

as the office(s) through which it will perform its obligations under this Agreement.

"FallbackTenn" means one month.
"FATCA" means:
(a)

sections 1471 to 1474 of the Code or any associated regulations;

(b)

any treaty, law or regulation of any other jurisdiction, or relating to an
intergovernmental agreement between the US and any other j urisdiction, which (in
eitber case) facilitates tbe implementation of any law or regulation referred to in
paragraph (a) above; or

(c)

any agreement pursuant to the implementation of any treaty, law or regulation referred
to in paragraphs (a) or (b) above with the US Internal Revenue Service, the US
government or any governmental or taxation authority in any other jurisdiction.

"FATCA Application Date'' means:
(a)

in relation to a "withholdable payment" described in section 1473(l)(A)(i) of the Code
(wbich relates to payments of interest and certain other payments from sources within
the US), I July 2014; or

(b)

in relation to a "passth ru payment" described in section 1471 (d)(7) of the Code not
falling within paragraph (a) above, the first date from which such payment may become
subject to a deduction or withho lding required by FATCA.

"FATCA Deduction" means a deduction or withholding from a payment under a Finance
Document required by FATCA.

·•FATCA Exempt Party" means a Party that is entitled to receive payments free from any
FA TCA Deduction.
" Fee LEtta-'' means:
(a)

any letter entered into by reference to a Facility between one or more Administrative
Parties and the Borrowers setting out the amount of certain fees referred to in the
Agreement; and

(b)

any agreement setting out fees payable to a Finance Party referred to in Clause 24
(Fees) of this Agreement or under any other Finance Document.

"Final Maturity Date'' means, in relation to each Facility, subject to Clause 6 (Exta:lsion
()µion) , the third anniversary of tbe Signing Date.
"Finance Document" means:
(a)

th is Agreement;

(b)

a Fee Letter;

(c)

a Transfer Certificate; or

(d)

any other document des ignated as such by the Facility Agent and the Borrowers.

"Finance Party" means a Lender or an Administrative Party.
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as the office(s) through which it will perform its obligations under this Agreement. “Fallback Term” means one month. “FATCA” means: (a) sections 1471 to 1474 of the Code or any associated regulations; (b) any treaty, law or regulation of any other jurisdiction, or relating to an intergovernmental agreement between the US and any other jurisdiction, which (in either case) facilitates the implementation of any law or regulation referred to in paragraph (a) above; or (c) any agreement pursuant to the implementation of any treaty, law or regulation referred to in paragraphs (a) or (b) above with the US Internal Revenue Service, the US government or any governmental or taxation authority in any other jurisdiction. “FATCA Application Date” means: (a) in relation to a “withholdable payment” described in section 1473(1)(A)(i) of the Code (which relates to payments of interest and certain other payments from sources within the US), 1 July 2014; or (b) in relation to a “passthru payment” described in section 1471(d)(7) of the Code not falling within paragraph (a) above, the first date from which such payment may become subject to a deduction or withholding required by FATCA. “FATCA Deduction” means a deduction or withholding from a payment under a Finance Document required by FATCA. “FATCA Exempt Party” means a Party that is entitled to receive payments free from any FATCA Deduction. “Fee Letter” means: (a) any letter entered into by reference to a Facility between one or more Administrative Parties and the Borrowers setting out the amount of certain fees referred to in the Agreement; and (b) any agreement setting out fees payable to a Finance Party referred to in Clause 24 (Fees) of this Agreement or under any other Finance Document. “Final Maturity Date” means, in relation to each Facility, subject to Clause 6 (Extension Option), the third anniversary of the Signing Date. “Finance Document” means: (a) this Agreement; (b) a Fee Letter
(c) a Transfer Certificate; or (d) any other document designated as such by the Facility Agent and the Borrowers. “Finance Party” means a Lender or an Administrative Party. 9

" Financial Indebtooness" means any indebtedness for or in respeci of:
(a)

moneys borrowed;

(b)

any acceptance credit;

(c)

any bond, note, debenture, loan stock or other similar instrument;

(d)

any redeemable preference share;

(e)

any finance or capital lease;

(f)

receivables sold or discounted (othervvise than on a non-recourse basis);

(g)

the acquisition cost of any asset to the extent payable after its acquisition or possession
by the party liable where the deferred payment is arranged primarily as a method of
raising finance or financing the acquisition of that asset;

(h)

any derivative transaction protecting against or benefiting from fluctuations in any rate
or price (and, except for non-payment of an amount, the then mark to market value of
the derivative transaction will be used to calculate its amount);

(i)

any other transaction (including any forward sale or purchase agreement) which has the
commercial effect of a borrowing;

(j)

any counter-indemnity obligation in respect of any guarantee, indemnity, bond, letter
of credit or any other instrument issued by a bank or financial institution; or

(k)

any guarantee, indemnity or similar assurance against financial loss of any person in
respect of any item referred to in paragraphs (a) to (j) above.

"Financial Support Dira::tion" means a financial support direction issued by the Pensions
Regulator under section 43 of the Pensions Act 2004.

"FwidingRate" means any individual rate notified by a Lender to the Facility Agent pursuant
to paragraph 12.4. l(b) of Clause 12.4 (Costoffums).
" Historic Screen Rate" means, in relation to any Loan, the most recent applicable Screen Rate
for the currency of that Loan and for a period equal in length to the Term of that Loan and
which is as of a day which is no more tha.n three days before tbe Quotation Day.

"Holding Company'' mea.ns in relation to a person, any other person in respect of which it is a
Subsidiary.

"lmpairErlAgent'' means the Facility Agent at any time when;
(a)

it has failed to make (or has notified a Party that it will not make) a payment required
to be made by it under the Fi nance Documents by the due date for payment;

(b)

the Facility Agent otherwise rescinds or repudiates a Finance Document;

(c)

(if the Facility Agent is also a Lender) it is a Defaulting Lender under paragraph (a) or
(b) oftbe definition of"Defaulting Lender"; or

(d)

an insolvency Event has occurred and is continuing with respect to the Facility Agent;
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“Financial Indebtedness” means any indebtedness for or in respect of: (a) moneys borrowed; (b) any acceptance credit; (c) any bond, note, debenture, loan stock or other similar instrument; (d) any redeemable preference share; (e) any finance or capital lease; (f) receivables sold or discounted (otherwise than on a non-recourse basis); (g) the acquisition cost of any asset to the extent payable after its acquisition or possession by the party liable where the deferred payment is arranged primarily as a method of raising finance or financing the acquisition of that asset; (h) any derivative transaction protecting against or benefiting from fluctuations in any rate or price (and, except for non-payment of an amount, the then mark to market value of the derivative transaction will be used to calculate its amount); (i) any other transaction (including any forward sale or purchase agreement) which has the commercial effect of a borrowing; (j) any counter-indemnity obligation in respect of any guarantee, indemnity, bond, letter of credit or any other instrument issued by a bank or financial institution; or (k) any guarantee, indemnity or similar assurance against financial loss of any person in respect of any item referred to in paragraphs (a) to (j) above. “Financial Support Direction” means a financial support direction issued by the Pensions Regulator under section 43 of the Pensions Act 2004. “Funding Rate” means any individual rate notified by a Lender to the Facility Agent pursuant to paragraph 12.4.1(b) of Clause 12.4 (Cost of funds). “Historic Screen Rate” means, in relation to any Loan, the most recent applicable Screen Rate for the currency of that Loan and for a period equal in length to the Term of that Loan and which is as of a day which is no more than three days before the Quotation Day. “Holding Company” means in relation to a person, any other person in respect of which it is a Subsidiary. “Impaired Agent” means the Facility Agent at any time when; (a) it has
failed to make (or has notified a Party that it will not make) a payment required to be made by it under the Finance Documents by the due date for payment; (b) the Facility Agent otherwise rescinds or repudiates a Finance Document; (c) (if the Facility Agent is also a Lender) it is a Defaulting Lender under paragraph (a) or (b) of the definition of “Defaulting Lender”; or (d) an Insolvency Event has occurred and is continuing with respect to the Facility Agent; 10

unless, in the case of paragraph (a) above;
(i)

its failure to pay is caused by:
(A)

administrative or technical error; or

(8)

a Disruption Event,

and payment is made within 5 Business Days of its due date; or
(ii)

the Facility Agent is disputing in good faith whether it is contractually obliged
to make the payment in question.

"Increase Confirmation" means a confirmation substantially in the form set out in Schedule 7

(Formofln:::rmse Confinration).
"Increase Lender" has the meaning given to that term in Clause 2.2. l (In:::rffise).
"Increased Cost'' means:
(a)

an additional or increased cost;

(b)

a reduction in the rate of return from a Facility or under a Finance Document or on a
Finance Party's (or its Affiliate's) overall capital; or

(c)

a reduction ofan amount due and payable under any Finance Document,

which is incurred or suffered by a Finance Party or any of its Affiliates but only to the extent
attributable to that Finance Party hav ing entered into its Commitments or fund ing or performing
its obligations under any Finance Document.
" Insolvency Event'' in relation to a Finance Party means that the Finance Party:
(a)

is disso lved (other than pursuant to a consolidation, amalgamation or merger);

(b)

becomes insolvent or is unable to pay its debts or fails or admits in writing its inability
generally to pay its debts as they become due;

(c)

makes a general assignment, arrangement or composition with or for the benefit of its
creditors;

(d)

institutes or has instituted against it, by a regulator, supervisor or any similar official
with prima1y insolvency, rehabilitative or regulatory jurisdiction over it in the
jurisdiction of its incorporation or organisation or the jurisdiction of its head or home
office, a proceeding seeking a judgment of insolvency or bankruptcy or any other relief
under any bankruptcy or illSolvency law or other similar Jaw affecting creditors' rights,
or a petition is presented for its winding up or liquidation by it or such regulator,
supervisor or similar official;

(e)

has instituted against it a proceeding seeking a judgment of insolvency or bankruptcy
or any other relief under any bankruptcy or insolvency law or other similar law affecting
creditors' rights, or a petition is presented for its winding up or liquidation, and, in the
case of any such proceeding or petition instituted or presented against it, such
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unless, in the case of paragraph (a) above; (i) its failure to pay is caused by: (A) administrative or technical error; or (B) a Disruption Event, and payment is made within 5 Business Days of its due date; or (ii) the Facility Agent is disputing in good faith whether it is contractually obliged to make the payment in question. “Increase Confirmation” means a confirmation substantially in the form set out in Schedule 7 (Form of Increase Confirmation). “Increase Lender” has the meaning given to that term in Clause 2.2.1 (Increase). “Increased Cost” means: (a) an additional or increased cost; (b) a reduction in the rate of return from a Facility or under a Finance Document or on a Finance Party’s (or its Affiliate’s) overall capital; or (c) a reduction of an amount due and payable under any Finance Document, which is incurred or suffered by a Finance Party or any of its Affiliates but only to the extent attributable to that Finance Party having entered into its Commitments or funding or performing its obligations under any Finance Document. “Insolvency Event” in relation to a Finance Party means that the Finance Party: (a) is dissolved (other than pursuant to a consolidation, amalgamation or merger); (b) becomes insolvent or is unable to pay its debts or fails or admits in writing its inability generally to pay its debts as they become due; (c) makes a general assignment, arrangement or composition with or for the benefit of its creditors; (d) institutes or has instituted against it, by a regulator, supervisor or any similar official with primary insolvency, rehabilitative or regulatory jurisdiction over it in the jurisdiction of its incorporation or organisation or the jurisdiction of its head or home office, a proceeding seeking a judgment of insolvency or bankruptcy or any other relief under any bankruptcy or insolvency law or other similar law affecting creditors’ rights, or a petition is presented for its winding up or liquidation by it or such regulator, supervisor or similar official; (e)
has instituted against it a proceeding seeking a judgment of insolvency or bankruptcy or any other relief under any bankruptcy or insolvency law or other similar law affecting creditors’ rights, or a petition is presented for its winding up or liquidation, and, in the case of any such proceeding or petition instituted or presented against it, such 11

proceeding or petition is instituted or presented by a person or entity not described in
paragraph (d) above and:
(i)

results in a judgment of insolvency or bankruptcy or the entry of an order for
relief or the making of an order for its winding up or liquidation; or

(ii)

is not dismissed, discharged, stayed or restrained in each case within 30 days
of the institution or presentation thereof;

(f)

has a resolution passed for its winding up, official management or liquidation (other
than pursuant to a consolidation, amalgamation or merger);

(g)

seeks or becomes subject to the appointment of an administrator, provisional ijquidator,
conservator, receiver, trustee, custodian or other similar official for it or for all or
substantially all its assets;

(h)

has a secured party take possession of all or substantially all its assets or has a distress,
execution, attachment, sequestration or other legal process levied, enforced or sued on
or against all or substantially all its assets and such secured party maintains possession,
or any such proce.ss is not dismissed, discharged, stayed or restrained, in each case
within 30 days thereafter;

(i)

causes or is subject to any event with respect to it which, under the applicable laws of
any jurisdiction, has an analogous effect to any of the events specified in paragraphs
(a) to (h) above; or

G)

takes any action in furtherance of, or indicating its consent to, approval of, or
acquiescence in, any of the forego ing acts.

·'Interpolated Hist.one Screen Rate" means, in relation to any Loan, the rate (rounded to the
same number of decimal places as the two relevant Screen Rates) which results from
interpolating on a linear basis between:
(a)

the most recent applicable Screen Rate for the longest period (for which that Screen
Rate is avai lable) which is less than the Term of that Loan; and

(b)

the most re.cent appl icable Screen Rate for the shortest period (for which that Screen
Rate is available) which exceeds the Term of that Loan,

each for the currency of that Loan aod each ofwhicb is as ofa day wbich is oo more tban three
days before the Quotation Day.

"Interpolated Screen Rate" means, in relation to any Loan, the rate (rounded to the same
number of decimal places as the two re levant Screen Rates) which results from interpolating on
a linear basis between:
(a)

the applicable Screen Rate for the longest period (for which that Screen Rate is
ava ilable) which is less than the Term of that Loan; and

(b)

the applicable Screen Rate for the shortest period (for which that Screen Rate is
available) which exceeds the Tenn of that Loan,

each as ofthc Specified Time for the currency of that Loan.
"ITA" means the Income Tax Act 2007.

12

proceeding or petition is instituted or presented by a person or entity not described in paragraph (d) above and: (i) results in a judgment of insolvency or bankruptcy or the entry of an order for relief or the making of an order for its winding up or liquidation; or (ii) is not dismissed, discharged, stayed or restrained in each case within 30 days of the institution or presentation thereof; (f) has a resolution passed for its winding up, official management or liquidation (other than pursuant to a consolidation, amalgamation or merger); (g) seeks or becomes subject to the appointment of an administrator, provisional liquidator, conservator, receiver, trustee, custodian or other similar official for it or for all or substantially all its assets; (h) has a secured party take possession of all or substantially all its assets or has a distress, execution, attachment, sequestration or other legal process levied, enforced or sued on or against all or substantially all its assets and such secured party maintains possession, or any such process is not dismissed, discharged, stayed or restrained, in each case within 30 days thereafter; (i) causes or is subject to any event with respect to it which, under the applicable laws of any jurisdiction, has an analogous effect to any of the events specified in paragraphs (a) to (h) above; or (j) takes any action in furtherance of, or indicating its consent to, approval of, or acquiescence in, any of the foregoing acts. “Interpolated Historic Screen Rate” means, in relation to any Loan, the rate (rounded to the same number of decimal places as the two relevant Screen Rates) which results from interpolating on a linear basis between: (a) the most recent applicable Screen Rate for the longest period (for which that Screen Rate is available) which is less than the Term of that Loan; and (b) the most recent applicable Screen Rate for the shortest period (for which that Screen Rate is available) which exceeds the Term of that Loan, each for the currency of that Loan and each of
which is as of a day which is no more than three days before the Quotation Day. “Interpolated Screen Rate” means, in relation to any Loan, the rate (rounded to the same number of decimal places as the two relevant Screen Rates) which results from interpolating on a linear basis between: (a) the applicable Screen Rate for the longest period (for which that Screen Rate is available) which is less than the Term of that Loan; and (b) the applicable Screen Rate for the shortest period (for which that Screen Rate is available) which exceeds the Term of that Loan, each as of the Specified Time for the currency of that Loan. “ITA” means the Income Tax Act 2007. 12

" Legal Re:avations'' means:
(a)

the principle that equitable remedies may be granted or refused at the discretion of a
court and the limitation of enforcement by laws relating to insolvency, reorganisation
and other laws generaUy affecting the rights of creditors;

(b)

the time barring of claims under the Limilalion Act 1980 and the Foreign Limitation
Periods Act 1984, the possibility that an undertaking to assume liability for or
indemnify a person against non-payment of UK stamp duty may be void and defences
of set-off or counterclaim;

(c)

similar principles, rights and defences under the laws of any jurisdiction in which a
member of a Bo1rnwer Group or a Holding Company of a Borrower is incorporated;
and

(d)

any other matters which are set out as qualifications or reservations as to matters oflaw
of general application in any legal opinion provided under Schedule 2 (Cor.ditions

Pm::a::lEmt:Docurrmts).
"Lmder'' means:
(a)

an Original Lender; or

(b)

any person which becomes a Lender after the date of th is Agreement in accordance
with Clause 2.2 (locrease) or Clause 29 ( C ~ to the l..m:as),

which in each case has nol ceased to be a Lender in accordance with the tenns of this
Agreement.

"LIBOR'' means, in relalion to any Loan (other lhan a Loan denominaled in euro):
(a)

the applicable Screen Rate as of the Specified Time for the currency of that Loan and
for a period equal in length to the Tenn of that Loan; or

(b)

as otherwise determined pursuant to Clause 12.1 (Unavailal:ility of&reen Rate),

and if, in either case, that rate is less than zero, LIBOR shall be deemed to be zero.

"Licence" means:
(a)

the electr ic ity distribution licence made and treated as granted to the Borrowers under
Section 6(l)(c) of the Act pursuant to a licensing scheme made by the Secretary of State
under Part II of Schedule 7 to the Utilities Act 2000 on 28 September, 2001; or

(b)

any statutory amendment or replacement licence or licences granted pursuant to the
Utilities Act 2000 which permit each Borrower lo distribute electricity in the area it is
certified to operate in.

"LMA" means the Loan Market Association.
"L oan" means a Facility A Loan, Facility B Loan, Facility C Loan or Facility D Loan.

"Majority LendErS" means a Lender or Lenders whose Commitments aggregate more than
66½ per cent. of the Total Commitments (or, if the Total Commitments have been reduced to
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“Legal Reservations” means: (a) the principle that equitable remedies may be granted or refused at the discretion of a court and the limitation of enforcement by laws relating to insolvency, reorganisation and other laws generally affecting the rights of creditors; (b) the time barring of claims under the Limitation Act 1980 and the Foreign Limitation Periods Act 1984, the possibility that an undertaking to assume liability for or indemnify a person against non-payment of UK stamp duty may be void and defences of set-off or counterclaim; (c) similar principles, rights and defences under the laws of any jurisdiction in which a member of a Borrower Group or a Holding Company of a Borrower is incorporated; and (d) any other matters which are set out as qualifications or reservations as to matters of law of general application in any legal opinion provided under Schedule 2 (Conditions Precedent Documents). “Lender” means: (a) an Original Lender; or (b) any person which becomes a Lender after the date of this Agreement in accordance with Clause 2.2 (Increase) or Clause 29 (Changes to the Lenders), which in each case has not ceased to be a Lender in accordance with the terms of this Agreement. “LIBOR” means, in relation to any Loan (other than a Loan denominated in euro): (a) the applicable Screen Rate as of the Specified Time for the currency of that Loan and for a period equal in length to the Term of that Loan; or (b) as otherwise determined pursuant to Clause 12.1 (Unavailability of Screen Rate), and if, in either case, that rate is less than zero, LIBOR shall be deemed to be zero. “Licence” means: (a) the electricity distribution licence made and treated as granted to the Borrowers under Section 6(1)(c) of the Act pursuant to a licensing scheme made by the Secretary of State under Part II of Schedule 7 to the Utilities Act 2000 on 28 September, 2001; or (b) any statutory amendment or replacement licence or licences granted pursuant to the Utilities
Act 2000 which permit each Borrower to distribute electricity in the area it is certified to operate in. “LMA” means the Loan Market Association. “Loan” means a Facility A Loan, Facility B Loan, Facility C Loan or Facility D Loan. “Majority Lenders” means a Lender or Lenders whose Commitments aggregate more than 66⅔ per cent. of the Total Commitments (or, if the Total Commitments have been reduced to 13

zero, aggregated more than 66½ per cent. of the Total Commitments immediately prior to the
reduction).
"Margin" means, providErl that:
(a)

at least one of Fitch Ratings Ltd ("Fitch"), Moody's Investor Services Limited

("Mocxly's") and Standard & Poor's Ratings Services ("Standard & Poor's") has
provided a current rating in respect of the long-term, unsecured and non
credit-enhanced debt obligations of a Borrower; and
(b)

no Event of Default is outstanding,

the rate set out in the tab le below:

Rating (Moody's)

Rating (Standard Poor' s /

& Margin (per annum)

Fit.ch)
Lower than BaaJ

Baa3

Lower than BBBBBB-

BBB
BBB+

Baa2

Baal
A3

A2 or higher

AA or higher

1.00%
0.80%
0.65%
0.55%
0.45%
0.35%

If:
(a)

the current Fitch, Moody's and Standard & Poor's ratings in respect of a Borrower
imply different Margin rates, the Margin shall be the average of the three Margi11 rates
implied;

(b)

only two of Fitch, Moody's and Standard & Poor's provides a rating in respect of the
long term, unsecured and non credit-enhanced debt obligations of a Borrower, the
Margin shall be the average of the two Margin rates implied;

(c)

only one of Fitch, Moody's and Standard & Poor' s provides a rating in respect of the
long-term, unsecured and non credit-enhanced debt obligations of a Borrower, that
rating alone shall be used to determine the applicable Margin; and

(d)

none of Fitch, Moody' s nor Standard & Poor's provides a rating in respect of the
long-term, unsecured and non credit-enhanced debt obligations of a Borrower, or if an
Event of Default is outstanding, the applicable Margin shall be 1.00% per annum.

Any increase or decrease in the Margin shall take effect on (i) three Business Days after the
date on which the Fitch, Moody's and/or Standard & Poor's rating in respect of the long-term,
unsecured and non credit-enhanced debt obligations of a Borrower is published or, as the case
may be, changed or withdrawn or (ii) where the Facility Agent receives notice from a Borrower
or othenvise becomes aware that an Event of Default has occurred or has ceased to be
outstanding, with effect from the date on which such Event of Default occurs or ceases to be
outstanding.
For the purposes of this definition, an Event of Default being ''outstanding" means that it has
not been remedied (as evidenced by a Borrower to the Facility Agent (acting reasonably)) or
waived.
" Material Adverse Effa:::t" means a material adverse effect on:
(a)

the business, assets or financial condition of a Borrower Group (taken as a whole);
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zero, aggregated more than 66⅔ per cent. of the Total Commitments immediately prior to the reduction). “Margin” means, provided that: (a) at least one of Fitch Ratings Ltd (“Fitch”), Moody’s Investor Services Limited (“Moody’s”) and Standard & Poor’s Ratings Services (“Standard & Poor’s”) has provided a current rating in respect of the long-term, unsecured and non credit-enhanced debt obligations of a Borrower; and (b) no Event of Default is outstanding, the rate set out in the table below: Rating (Moody’s) Rating (Standard Poor’s / & Margin (per annum) Fitch) Lower than Baa3 Lower than BBB- 1.00% Baa3 BBB- 0.80% Baa2 BBB 0.65% Baal BBB+ 0.55% A3 A- 0.45% A2 or higher A or higher 0.35% If: (a) the current Fitch, Moody’s and Standard & Poor’s ratings in respect of a Borrower imply different Margin rates, the Margin shall be the average of the three Margin rates implied; (b) only two of Fitch, Moody’s and Standard & Poor’s provides a rating in respect of the long term, unsecured and non credit-enhanced debt obligations of a Borrower, the Margin shall be the average of the two Margin rates implied; (c) only one of Fitch, Moody’s and Standard & Poor’s provides a rating in respect of the long-term, unsecured and non credit-enhanced debt obligations of a Borrower, that rating alone shall be used to determine the applicable Margin; and (d) none of Fitch, Moody’s nor Standard & Poor’s provides a rating in respect of the long-term, unsecured and non credit-enhanced debt obligations of a Borrower, or if an Event of Default is outstanding, the applicable Margin shall be 1.00% per annum. Any increase or decrease in the Margin shall take effect on (i) three Business Days after the date on which the Fitch, Moody’s and/or Standard & Poor’s rating in respect of the long-term, unsecured and non credit-enhanced debt obligations of a Borrower is published or, as the case may be, changed or withdrawn or (ii) where the Facility Agent receive
notice from a Borrower or otherwise becomes aware that an Event of Default has occurred or has ceased to be outstanding, with effect from the date on which such Event of Default occurs or ceases to be outstanding. For the purposes of this definition, an Event of Default being “outstanding” means that it has not been remedied (as evidenced by a Borrower to the Facility Agent (acting reasonably)) or waived. “Material Adverse Effect” means a material adverse effect on: (a) the business, assets or financial condition of a Borrower Group (taken as a whole); 14

(b)

the ability of a Borrower to perfonn its payment obligations under the Finance
Documents or its obligations under Clauses 19.3 (lnta-est:Cover) or 19.4 (AssetCover)
of this Agreement; or

(c)

the valid ity or the enforceability of the Finance Documents or tbe rigbts or remedies of
any Finance Party under any of the Finance Documents.

"Material Subsidiary" means, at any ti me, a Subsidiary of a Borrower whose gross assets or
gross revenues (on a consolidated basis and excluding intra-Borrower Group items) then equal
or exceed 10 per cent. of the gross assets or gross revenues of the relevant Borrower Group.
For this purpose:
(a)

the gross assets or gross revenues of a Subsidiary of a Borrower will be determined
from its financial statements (consolidated if it bas Subsidiaries) upon whjch the latest
audited financial statements of that Borrower Group have been based;

(b)

if a Subsidiary of a Borrower becomes a member of the relevant Borrower Group after
the date on which the latest audited financial statements of that Borrower Group have
been prepared, tbc gross assets or gross revenues of that Subsidiary wi ll be determined
from its latest financial statements;

(c)

the gross assets or gross revenues of a Borrower Group will be determined from the
relevant Borrower's latest audited financial statements, adjusted (where appropriate) to
reflect the gross assets or gross revenues of any company or business subsequently
acquired or disposed of; and

(d)

if a Material Subsidiary disposes of all or substantially all of its assets to another
Subsidiary of the relevant Borrower, it will immediately cease to be a Material
Subsidiary and the other Subsidiary (if it is not al ready) wi ll immediately become a
Material Subsidiary; the subsequent financial statements of those Subsidiaries and that
Borrower Group will be used to determine whether those Subsidiaries are Material
Subsidiaries or not.

If there is a dispute as to whether or not a company is a Material Subsidiary, a certificate of the
auditors of the relevant Borrower will be, in the absence of manifest error, conclusive.

"Maturity Date' means the last day of the Tenn of a Loan.
"New Laider" has the meaning given to that tem1 in Clause 29 (CharYJeS to the Lerrlers).
" Non-Consenting Lender" means any Lender who does not and continues not to consent or
agree to a Borrower's or the Facility Agent's (at the request of the Borrowers) request to give
a consent in relation to, or agree to a waiver or amendment of, any provisions of tbe Finance
Documents where Lenders whose Commitments aggregate ei ther:
(a)

in the case the consent, waiver or amendment in question requires the approval of all
the Lenders, Lenders whose Commitments aggregate more than 85% of the Total
Comm_itments (or, if the Total Commitments have been reduced to zero, aggregated
more than 85% of the Total Commitments prior to that reduction); or

(b)

in the case the consent, waiver or amendment in que.stion requires the approval of the
Majority Lenders, Lenders whose Commitments aggregate more than 60% of the Total
Commitments (or, if the Total Commitments have been reduced to zero, aggregated
more than 60% oft.he Total Commitments prior to that reduction),
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(b) the ability of a Borrower to perform its payment obligations under the Finance Documents or its obligations under Clauses 19.3 (Interest Cover) or 19.4 (Asset Cover) of this Agreement; or (c) the validity or the enforceability of the Finance Documents or the rights or remedies of any Finance Party under any of the Finance Documents. “Material Subsidiary” means, at any time, a Subsidiary of a Borrower whose gross assets or gross revenues (on a consolidated basis and excluding intra-Borrower Group items) then equal or exceed 10 per cent. of the gross assets or gross revenues of the relevant Borrower Group. For this purpose: (a) the gross assets or gross revenues of a Subsidiary of a Borrower will be determined from its financial statements (consolidated if it has Subsidiaries) upon which the latest audited financial statements of that Borrower Group have been based; (b) if a Subsidiary of a Borrower becomes a member of the relevant Borrower Group after the date on which the latest audited financial statements of that Borrower Group have been prepared, the gross assets or gross revenues of that Subsidiary will be determined from its latest financial statements; (c) the gross assets or gross revenues of a Borrower Group will be determined from the relevant Borrower’s latest audited financial statements, adjusted (where appropriate) to reflect the gross assets or gross revenues of any company or business subsequently acquired or disposed of; and (d) if a Material Subsidiary disposes of all or substantially all of its assets to another Subsidiary of the relevant Borrower, it will immediately cease to be a Material Subsidiary and the other Subsidiary (if it is not already) will immediately become a Material Subsidiary; the subsequent financial statements of those Subsidiaries and that Borrower Group will be used to determine whether those Subsidiaries are Material Subsidiaries or not. If there is a dispute as to whether or not a company is a Material Subsidiary,
a certificate of the auditors of the relevant Borrower will be, in the absence of manifest error, conclusive. “Maturity Date” means the last day of the Term of a Loan. “New Lender” has the meaning given to that term in Clause 29 (Changes to the Lenders). “Non-Consenting Lender” means any Lender who does not and continues not to consent or agree to a Borrower’s or the Facility Agent’s (at the request of the Borrowers) request to give a consent in relation to, or agree to a waiver or amendment of, any provisions of the Finance Documents where Lenders whose Commitments aggregate either: (a) in the case the consent, waiver or amendment in question requires the approval of all the Lenders, Lenders whose Commitments aggregate more than 85% of the Total Commitments (or, if the Total Commitments have been reduced to zero, aggregated more than 85% of the Total Commitments prior to that reduction); or (b) in the case the consent, waiver or amendment in question requires the approval of the Majority Lenders, Lenders whose Commitments aggregate more than 60% of the Total Commitments (or, if the Total Commitments have been reduced to zero, aggregated more than 60% of the Total Commitments prior to that reduction), 15

have consented or agreed to such waiver or amendment.

"OFGEM" means the Office of Gas and Electricity Markets.
"Optional CWTe11cy" means any currency (other than the Base Currency) which complies with
the conditions set out in Clause 4.3 (Corrlitionsrelati.ngt.o Optional Currenci.e:;).
" Original Financial Statanruts'' means the audited consolidated financial statements of each
Borrower for the year ended 31 March 2019.

"Participating Member State'' means a member state of the European Un ion that bas the euro
as its lawful currency under the legislation of the European Union relating to Economic and
Monetary Union.
"Party'' means a party to this Agreement.

"PEnSions Regulator" means the body corporate called the Pensions Regulator established
under Part I oftbe Pensions Act 2004.

"PPL" means PPL Corporation, a company incorporated in Pennsylvania, U.S.A. whose head
office is in Two North Ninth Street, Allentown, PAI8101, Pennsylvania, U.S.A., registered
number 2570936.

" Pre-approva:i Currrucy'' means U.S.$ and euro.

"Pro Rata Share" means:
(a)

for the pmpose of detem1ining a Lender's share in a Loan, the proportion which its
Available Commitment bears to the Available Facility, in respect of the relevant
Facility, immediately prior to making the Loan under that Facility; and

(b)

for any other purpose on a particular date:
(i)

the proportion which its aggregate Commitment bears to the Total
Commitments on that date; or

(ii)

if the Total Commitments have been cancelled, the proportion which its
aggregate Commitments bore to the Total Commitments imme-diately before
being cancelled.

" PUHCA" means the Public Utility Holding Company Act of 2005, as amended, of the United
States of America.
"Qualifying Lender" has the meaning given to such term in Clause 13.1 (Definition;),
"Quasi-Se:.:urity Inta-est" has the meaning given to such term in Clause 20.5 (~ti.ve

PlErlge).
"Quotation Day" means, in relation to any period for which an interest rate is to be detenni ned:
(a)

(if the currency is Sterling) the first day of that period;

(b)

(if the currency is euro) two TARGET Days before the first day of that period; or

(c)

(for any other currency) two Business Days before the first day of that period,
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have consented or agreed to such waiver or amendment. “OFGEM” means the Office of Gas and Electricity Markets. “Optional Currency” means any currency (other than the Base Currency) which complies with the conditions set out in Clause 4.3 (Conditions relating to Optional Currencies). “Original Financial Statements” means the audited consolidated financial statements of each Borrower for the year ended 31 March 2019. “Participating Member State” means a member state of the European Union that has the euro as its lawful currency under the legislation of the European Union relating to Economic and Monetary Union. “Party” means a party to this Agreement. “Pensions Regulator” means the body corporate called the Pensions Regulator established under Part I of the Pensions Act 2004. “PPL” means PPL Corporation, a company incorporated in Pennsylvania, U.S.A. whose head office is in Two North Ninth Street, Allentown, PA18101, Pennsylvania, U.S.A., registered number 2570936. “Pre-approved Currency” means U.S.$ and euro. “Pro Rata Share” means: (a) for the purpose of determining a Lender’s share in a Loan, the proportion which its Available Commitment bears to the Available Facility, in respect of the relevant Facility, immediately prior to making the Loan under that Facility; and (b) for any other purpose on a particular date: (i) the proportion which its aggregate Commitment bears to the Total Commitments on that date; or (ii) if the Total Commitments have been cancelled, the proportion which its aggregate Commitments bore to the Total Commitments immediately before being cancelled. “PUHCA” means the Public Utility Holding Company Act of 2005, as amended, of the United States of America. “Qualifying Lender” has the meaning given to such term in Clause 13.1 (Definitions). “Quasi-Security Interest” has the meaning given to such term in Clause 20.5 (Negative Pledge). “Quotation Day” means, in relation to any
period for which an interest rate is to be determined: (a) (if the currency is Sterling) the first day of that period; (b) (if the currency is euro) two TARGET Days before the first day of that period; or (c) (for any other currency) two Business Days before the first day of that period, 16

unless market practice differs in the Relevant Market for that currency, in which case the
Quotation Day for that currency will be determined by the Facility Agent in accordance with
market practice in the Relevant Market (and if quotations for that currency and period would
normally be given on more than one day, the Quotation Day will be the last of those days).

"REference Bank Quotation" means any quotation supplied to the Facility Agent by a
Reference Bank.

"REference Bank Rate" means the arithmetic mean of the rates (rounded upwards to four
decimal places) as supplied to the Facility Agent at its request by the Reference Banks:
(a)

in relation to LIBOR as either:
(i)

if:
(A)

the Reference Bank is a contributor to the app li cable Screen Rate; and

(B)

it consists of a single figure,

the rate (applied to the relevant Reference Bank and the relevant cwTency and
period) which contributors to the applicable Screen Rate are asked to submit
to the relevant administrator; or
(ii )

(b)

in any other case, the rate at wh ich the relevant Referenc-e Bank could fund
itself in the relevant currency for the relevant period w ith reference to the
unsecured who lesale funding market; or

in relation to EURIBOR:
(i)

(other than where paragraph (i i) below applies) as the rate at which the relevant
Reference Bank believes one prime bank is quoting to another prime bank for
interbank term deposits in euro within the Participating Member States for the
relevant period; or

(ii)

if different, as the rate (if any and applied to the relevant Reference Bank and
the relevant period) which contributors to the app licable Screen Rate are asked
to submit to the relevant administrator.

"REference Banks" means the principal London offices of such banks as may be appointed by
the Facility Agent in consultation with the Borrowers and with the consent of the bank so
appointed.

"Rel.ata:i Fund" in relation to a fund (the "first fund"), means a fund which is managed or
advised by the same investment manager or investment adviser as the fi rst fund or, if it is
managed by a different investment manager or investment adviser, a fund whose investment
manager or investment adviser is an Affi li ate of the investment manager or invesnnent adviser
of the fu-st fund.
" Relevant Market" means in relation to euro, the European interbank market and, in relation
to any other cun-ency, the London interbank market.

"Repeating Represa:i.tations" means each of the representations and warranties set out in
Clause 17.2 (Status) to Clause 17.8 (Financial Statarmts) (inc lusive), Clause 17.10

(Litigation), Clause 17. 12 (N:m-Violation of ot:la: Agreerrents) and Clause I 7 .13 (Governi.rg
law and enforcem:!lt).
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unless market practice differs in the Relevant Market for that currency, in which case the Quotation Day for that currency will be determined by the Facility Agent in accordance with market practice in the Relevant Market (and if quotations for that currency and period would normally be given on more than one day, the Quotation Day will be the last of those days). “Reference Bank Quotation” means any quotation supplied to the Facility Agent by a Reference Bank. “Reference Bank Rate” means the arithmetic mean of the rates (rounded upwards to four decimal places) as supplied to the Facility Agent at its request by the Reference Banks: (a) in relation to LIBOR as either: (i) if: (A) the Reference Bank is a contributor to the applicable Screen Rate; and (B) it consists of a single figure, the rate (applied to the relevant Reference Bank and the relevant currency and period) which contributors to the applicable Screen Rate are asked to submit to the relevant administrator; or (ii) in any other case, the rate at which the relevant Reference Bank could fund itself in the relevant currency for the relevant period with reference to the unsecured wholesale funding market; or (b) in relation to EURIBOR: (i) (other than where paragraph (ii) below applies) as the rate at which the relevant Reference Bank believes one prime bank is quoting to another prime bank for interbank term deposits in euro within the Participating Member States for the relevant period; or (ii) if different, as the rate (if any and applied to the relevant Reference Bank and the relevant period) which contributors to the applicable Screen Rate are asked to submit to the relevant administrator. “Reference Banks” means the principal London offices of such banks as may be appointed by the Facility Agent in consultation with the Borrowers and with the consent of the bank so appointed. “Related Fund” in relation to a fund (the “first fund”), means a fund which is managed or advised by the same investment
manager or investment adviser as the first fund or, if it is managed by a different investment manager or investment adviser, a fund whose investment manager or investment adviser is an Affiliate of the investment manager or investment adviser of the first fund. “Relevant Market” means in relation to euro, the European interbank market and, in relation to any other currency, the London interbank market. “Repeating Representations” means each of the representations and warranties set out in Clause 17.2 (Status) to Clause 17.8 (Financial Statements) (inclusive), Clause 17.10 (Litigation), Clause 17.12 (Non-Violation of other Agreements) and Clause 17.13 (Governing law and enforcement). 17

"Representative" means any delegate, agent, manager, administrator, nominee, attorney,
trustee or custodian.

"REqU.est'' means a request for a Loan, substantially in the fom1 set out in Schedule 3
(Fa:tuests).

"Rffi:>lution Authority'' means any body which has authority to exercise any Write-down and
Convers ion Powers.

"Rollover Loan" means one or more Loans:
(a)

made or to be made on the same day that a maturing Loan is due to be repaid;

(b)

the aggregate amount of which is equal to or less than the amount of the maturing Loan;

(c)

in the same currency as the maturing Loan (unless it arose as a result of the operation
of Clause 7 .2 (Revocation of a currency)), and

(d)

made or to be made to the same Borrower for the purpose of refinancing that maturing
Loan.

"Screen Rate" means:
(a)

in relation to LIBOR, the London interbank offered rate administered by ICE
Benchmark Administration Limited (or any other person which takes over the
administration of that rate) for the relevant currency and period displayed on pages
LTBOR0I or LIBOR02 of the Thomson Reuters screen (or any replacement Thomson
Reuters page which displays that rate); and

(b)

in relation to EURIBOR, the euro interbank offered rate admin istered by the European
Money Markets Lnstitute (or any other person which takes over the administration of
that rate) for the relevant period displayed on page EURIBOR0I of the Thomson
Reuters screen (or any replacement Thomson Reuters page which displays that rate),

or, in each case, on the appropriate page of such other infom1ation service which publishes that
rate from time to time in place of Thomson Reuters. If such page or service ceases to be
availab le, the Facility Agent may specify another page or service displaying the relevant rate
after consultation with the Borrowers.

"Sa::rel:ary of State' means the Secretary of State for Business, Innovation and Skills.
"Socurity Interest'' means any mortgage, pledge, lien, charge, assignment, hypothecation or
security interest or any other agreement or arrangement having a similar effect.

"Signing Date" means the date of this Agreement.
"Specified Time" means a day or time determined i.n accordance with Scbedu.le 8 (TIITEtables).

"Sterling" and"£' mean the lawful currency of the United Kingdom.

"Subordination Dee::!" means a document in the fom1 set out in Schedule 9 (Form of
&lborclination Deal) duly completed and executed by the parties thereto.
"SUbsidiary" means:
(a)

a subsidiary within the meaning of section 1159 of the Companies Act 2006; and
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“Representative” means any delegate, agent, manager, administrator, nominee, attorney, trustee or custodian. “Request” means a request for a Loan, substantially in the form set out in Schedule 3 (Requests). “Resolution Authority” means any body which has authority to exercise any Write-down and Conversion Powers. “Rollover Loan” means one or more Loans: (a) made or to be made on the same day that a maturing Loan is due to be repaid; (b) the aggregate amount of which is equal to or less than the amount of the maturing Loan; (c) in the same currency as the maturing Loan (unless it arose as a result of the operation of Clause 7.2 (Revocation of a currency)), and (d) made or to be made to the same Borrower for the purpose of refinancing that maturing Loan. “Screen Rate” means: (a) in relation to LIBOR, the London interbank offered rate administered by ICE Benchmark Administration Limited (or any other person which takes over the administration of that rate) for the relevant currency and period displayed on pages LIBOR01 or LIBOR02 of the Thomson Reuters screen (or any replacement Thomson Reuters page which displays that rate); and (b) in relation to EURIBOR, the euro interbank offered rate administered by the European Money Markets Institute (or any other person which takes over the administration of that rate) for the relevant period displayed on page EURIBOR01 of the Thomson Reuters screen (or any replacement Thomson Reuters page which displays that rate), or, in each case, on the appropriate page of such other information service which publishes that rate from time to time in place of Thomson Reuters. If such page or service ceases to be available, the Facility Agent may specify another page or service displaying the relevant rate after consultation with the Borrowers. “Secretary of State” means the Secretary of State for Business, Innovation and Skills. “Security Interest” means any mortgage, pledge, lien, charge,
assignment, hypothecation or security interest or any other agreement or arrangement having a similar effect. “Signing Date” means the date of this Agreement. “Specified Time” means a day or time determined in accordance with Schedule 8 (Timetables). “Sterling” and “£” mean the lawful currency of the United Kingdom. “Subordination Deed” means a document in the form set out in Schedule 9 (Form of Subordination Deed) duly completed and executed by the parties thereto. “Subsidiary” means: (a) a subsidiary within the meaning of section 1159 of the Companies Act 2006; and 18

(b)

unless the context otherwise requires, a subsidiary undertaking within the meaning of
section 1162 of the Companies Act 2006.

"TARGET2'' means the Trans-European Automated Real-time Gross Settlement Express
Transfer payment system which utilises a single platform and which was launched on 19
November 2007.
"TARGET Day" means any day on which T ARGET2 is open for the settlement of payments
in euro.
"Tax" means any tax, levy, impost, duty or other charge or withholding of a similar nature
(including any penalty or interest payable in connection with any failure to pay or any delay in
paying any of the same).
''Tax Deduction" means a deduction or withho lding for or on account of Tax from a payment
under a Finance Document, other than a FATCA Deduction.
"Taxes Act" means the Corporation Tax Act 2010.
"Tax Payment" means either an increase in a payment made by a Borrower to a finance Party
under Clause 13.2 (Tax gross-up) or a payment under Clause 13.3 (Taxirrlermicy).

"Ta:m" means, in respect of a Loan, each period determined underthis Agreement by reference
to which interest on a Loan or an overdue amount is calculated.
"Total Commibnents" means the aggregate of the Commitments being £845,000,000 at the
date of this Agreement.
"Transfer Certificate'' means a certificate, substantially in the form of Schedule 4 (Form of
Transfer Ca:ti..ticate), with such amendments as the Facility Agent may approve or reasonably
require or any other form agreed between the Facility Agent and a Borrower.
"Transfer Date'' means, in relation to a transfer, the later of:
(a)

the proposed Transfer Date specified in the relevant Assignment Agreement or Transfer
Certificate; and

(b)

the date on which the Facility Agent executes the relevant Assignment Agreement or
Transfer Certificate.

"U.K." means the United Kingdom of Great Britain and Northern Ireland.
" U.K. Bail-In Legislation" means (to the extent that the U.K. is not an EEA Member Country
which has implemented, or implements, Article 55 BRRD) Part I of the United Kingdom
Banking Act 2009 and any other law or regulation applicable in the U.K. re lating to the
resolution of unsound or failing banks, investment firms or other financial institutions or their
afliliates (otherwise than through liquidation, admi nistration or other insolvency proceedings).

" Unpaid Sum'' means any sum due and payable but unpaid by a Borrower under the Finance
Documents.

" US' means the United States of America.

"US Dollars", "U.S.$'' and ''U.S.D" means the lawful currency for the time being of the United
States of America.
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(b) unless the context otherwise requires, a subsidiary undertaking within the meaning of section 1162 of the Companies Act 2006. “TARGET2” means the Trans-European Automated Real-time Gross Settlement Express Transfer payment system which utilises a single platform and which was launched on 19 November 2007. “TARGET Day” means any day on which TARGET2 is open for the settlement of payments in euro. “Tax” means any tax, levy, impost, duty or other charge or withholding of a similar nature (including any penalty or interest payable in connection with any failure to pay or any delay in paying any of the same). “Tax Deduction” means a deduction or withholding for or on account of Tax from a payment under a Finance Document, other than a FATCA Deduction. “Taxes Act” means the Corporation Tax Act 2010. “Tax Payment” means either an increase in a payment made by a Borrower to a Finance Party under Clause 13.2 (Tax gross-up) or a payment under Clause 13.3 (Tax indemnity). “Term” means, in respect of a Loan, each period determined under this Agreement by reference to which interest on a Loan or an overdue amount is calculated. “Total Commitments” means the aggregate of the Commitments being £845,000,000 at the date of this Agreement. “Transfer Certificate” means a certificate, substantially in the form of Schedule 4 (Form of Transfer Certificate), with such amendments as the Facility Agent may approve or reasonably require or any other form agreed between the Facility Agent and a Borrower. “Transfer Date” means, in relation to a transfer, the later of: (a) the proposed Transfer Date specified in the relevant Assignment Agreement or Transfer Certificate; and (b) the date on which the Facility Agent executes the relevant Assignment Agreement or Transfer Certificate. “U.K.” means the United Kingdom of Great Britain and Northern Ireland. “U.K. Bail-In Legislation” means (to the extent that the U.K. is not an
EEA Member Country which has implemented, or implements, Article 55 BRRD) Part I of the United Kingdom Banking Act 2009 and any other law or regulation applicable in the U.K. relating to the resolution of unsound or failing banks, investment firms or other financial institutions or their affiliates (otherwise than through liquidation, administration or other insolvency proceedings). “Unpaid Sum” means any sum due and payable but unpaid by a Borrower under the Finance Documents. “US” means the United States of America. “US Dollars”, “U.S.$” and “U.S.D” means the lawful currency for the time being of the United States of America. 19

"VAT " means:
(a)

any Tax charged in accordance with the UK Value Added Tax Act 1994, as may be
amended or substituted from time to time;

(b)

any tax imposed in compliance with the Council Directive of 28 November 2006 on
the common system of value added tax (EC Directive 2006/ 112); and

(c)

any other tax of a similar nature, whether imposed in a member state of the European
Union in substitution for, or levied in addition to, such tax referred to in paragraph (a)
above, or imposed elsewhere.

"Write-down and Conversion Powers" means:
(a)

in relation to any Bail-ln Legislation described in the EU Bail-In Legislation Schedule
from time to time, the powers described as sucb in relation to that Bail-In Legislation
in the EU Bail-In Legislation Schedule;

(b)

in relation to any other app licable Bail-In Legislation:

(c)

1.2

(i)

any powers under that Bail-In Legislation to cancel, transfer or dilute shares
issued by a person that is a bank or investment firm or other financial institution
or affiliate of a bank, investmen t firm or other financial institution, to cancel,
reduce, modify or change the form of a liability of such a person or any contract
or instrnment under which that liability arises, to convert all or part of that
liability into shares, securities or obligations of that person or any other person,
to provide that any such contract or instrument is to have effect as if a right had
been exercised under it or to suspend any obligation in respect of that liability
or any of the powers under that Bail-lo Legislation that are related to or
ancillary to any of those powers; and

(ii )

any similar or analogous powers under that Bail-In Legislation; and

in relation to any U.K. Bail-In Legislation:
(i)

any powers under that U.K. Bail-In Legislation to cancel, transfer or dilute
shares issued by a person that is a bank or investment firm or other financial
institution or affiliate of a bank, investment fim1 or other financial institution,
to cancel, reduce, modify or change the form of a liability of such a person or
any contract or instrument under which that liability arises, to convert all or
part of that liability into shares, securities or obligations of that person or any
other person, to provide that any such contract or instrument is to have effect
as if a right had been exercised under it or to suspend any obligation in respect
of that liability or any of the powers under that U.K. Bail-Tn Legislation that
are related to or ancillary to any of those powers; and

(ii)

any similar or analogous powers under that U.K. Bail-In Legislation.

Construction
1.2.1

The following definitions have the meanings given to them in Clause I9 (Fi:na:ocial

Covenants):
(a)

Cash;

(b)

Cash Equi valent Investments;
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“VAT” means: (a) any Tax charged in accordance with the UK Value Added Tax Act 1994, as may be amended or substituted from time to time; (b) any tax imposed in compliance with the Council Directive of 28 November 2006 on the common system of value added tax (EC Directive 2006/112); and (c) any other tax of a similar nature, whether imposed in a member state of the European Union in substitution for, or levied in addition to, such tax referred to in paragraph (a) above, or imposed elsewhere. “Write-down and Conversion Powers” means: (a) in relation to any Bail-In Legislation described in the EU Bail-In Legislation Schedule from time to time, the powers described as such in relation to that Bail-In Legislation in the EU Bail-In Legislation Schedule; (b) in relation to any other applicable Bail-In Legislation: (i) any powers under that Bail-In Legislation to cancel, transfer or dilute shares issued by a person that is a bank or investment firm or other financial institution or affiliate of a bank, investment firm or other financial institution, to cancel, reduce, modify or change the form of a liability of such a person or any contract or instrument under which that liability arises, to convert all or part of that liability into shares, securities or obligations of that person or any other person, to provide that any such contract or instrument is to have effect as if a right had been exercised under it or to suspend any obligation in respect of that liability or any of the powers under that Bail-In Legislation that are related to or ancillary to any of those powers; and (ii) any similar or analogous powers under that Bail-In Legislation; and (c) in relation to any U.K. Bail-In Legislation: (i) any powers under that U.K. Bail-In Legislation to cancel, transfer or dilute shares issued by a person that is a bank or investment firm or other financial institution or affiliate of a bank, investment firm or other financial institution, to cancel, reduce, modify or change the form of a liability of
such a person or any contract or instrument under which that liability arises, to convert all or part of that liability into shares, securities or obligations of that person or any other person, to provide that any such contract or instrument is to have effect as if a right had been exercised under it or to suspend any obligation in respect of that liability or any of the powers under that U.K. Bail-In Legislation that are related to or ancillary to any of those powers; and (ii) any similar or analogous powers under that U.K. Bail-In Legislation. 1.2 Construction 1.2.1 The following definitions have the meanings given to them in Clause 19 (Financial Covenants): (a) Cash; (b) Cash Equivalent Investments; 20

1.2.2

(c)

Consolidated EBITDA;

(d)

Interest Payable;

(e)

Measurement Period;

(t)

Regulatory Asset Base; and

(g)

Total Net Debt.

In this Agreement, unless the contrary intention appears, a reference to:
(a)

an "Arranger", the "Facility AgEnt" any "Finance Party", any "Lender" or
any "Party'' shall be construed so as to include its successors in title, permitted
assigns and permitted transferees to, or of, its rights and/or obligations under
the Finance Documents;

(b)

an amendment includes a supplement, novation, restatement or re-enactment
and amended will be construed accordingly;

(c)

assets includes present and future properties, revenues and rights of every
description;

(d)

an authorisation includes an authorisation, consent, approval, resolution,
licence, exemption, filing, registration or notarisation;

(e)

disposal means a sale, transfer, grant, lease or other disposal, whether
voluntary or involuntary, and dispose will be construed accordingly;

(t)

indebterlnes.5 includes any obligation (whether incurred as principal or as
surety) for the payment or repayment of money;

(g)

know your customer ra:JL!irements are the identification checks that a
Finance Party requests in order to meet its obligations under any applicable law
or regulation to identify a person who is (or is to become) its customer;

(h)

a person includes any individual, company, corporation, unincorporated
association or body (inclucli ng a partnership, trust,joint venture or consortium),
government, state, agency, organisation or other entity whether or not having
separate legal personality;

(i)

a regulation includes any regulation, rule, official directive, request or
guideline (whether or not having the force of law but, if not having the force of
law, being of a type with which any person to which it applies is accustomed
to comply) of any governmental, inter-governmental or supranational body,
agency, department or regulatory, self-regu latory or other authority or
organisation;

U)

the winding-up of a person includes the administration, dissolution or
liquidation or other like process of that person, any composition or arrangement
with the creditors, amalgamation, reconstruction, reorganisation or
consolidation pursuant to Part XXVI of the Companies Act 2006 proposed or
carried out in respect of that person or a company voluntary arrangement
pursuant to the Insolvency Act 1986 carried out or proposed in respect of that
person;
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(c) Consolidated EBITDA; (d) Interest Payable; (e) Measurement Period; (f) Regulatory Asset Base; and (g) Total Net Debt. 1.2.2 In this Agreement, unless the contrary intention appears, a reference to: (a) an “Arranger”, the “Facility Agent” any “Finance Party”, any “Lender” or any “Party” shall be construed so as to include its successors in title, permitted assigns and permitted transferees to, or of, its rights and/or obligations under the Finance Documents; (b) an amendment includes a supplement, novation, restatement or re-enactment and amended will be construed accordingly; (c) assets includes present and future properties, revenues and rights of every description; (d) an authorisation includes an authorisation, consent, approval, resolution, licence, exemption, filing, registration or notarisation; (e) disposal means a sale, transfer, grant, lease or other disposal, whether voluntary or involuntary, and dispose will be construed accordingly; (f) indebtedness includes any obligation (whether incurred as principal or as surety) for the payment or repayment of money; (g) know your customer requirements are the identification checks that a Finance Party requests in order to meet its obligations under any applicable law or regulation to identify a person who is (or is to become) its customer; (h) a person includes any individual, company, corporation, unincorporated association or body (including a partnership, trust, joint venture or consortium), government, state, agency, organisation or other entity whether or not having separate legal personality; (i) a regulation includes any regulation, rule, official directive, request or guideline (whether or not having the force of law but, if not having the force of law, being of a type with which any person to which it applies is accustomed to comply) of any governmental, inter-governmental or supranational body, agency, department or regulatory, self-regulatory or other authority or organisation; (j) the winding-up of a person
includes the administration, dissolution or liquidation or other like process of that person, any composition or arrangement with the creditors, amalgamation, reconstruction, reorganisation or consolidation pursuant to Part XXVI of the Companies Act 2006 proposed or carried out in respect of that person or a company voluntary arrangement pursuant to the Insolvency Act 1986 carried out or proposed in respect of that person; 21

1.2.3

1.2.4

1.2.5

(k)

a currency is a reference to the lawful currency for the time bei ng of the relevant
country;

(1)

save as set out in the definition of Margin in Clause I. I (Definitions), a Default
(other than an Event of Default) being outst.andingmeans that it bas not been
remedied or waived and an Event of Default being outstanding means that it
has not been waived;

(m)

a provision oflaw is a reference to that provision as extended, applied, amended
or re-enacted and includes any subordinate legislation;

(n)

a Clause, a sub-clause or a Schedule is a reference to a clause or sub-clause of,
or a schedule to, this Agreement;

(o)

a person includes its successors in title, permitted assigns and pennitted
transferees;

(p)

a Finance Document or another document is a reference to that Finance
Document or other document as amended; and

(q)

a time of day is a reference to London time.

Unless the contrary intention appears, a reference to a month or months is a reference
to a period starting on one day in a calendar month and ending on the numerically
corresponding day in the next calendar month or the calendar month in which it is to
end, except that:
(a)

if the numerically corresponding day is not a Business Day, the period will end
on the next Business Day in that month (if there is one) or the preceding
Business Day (if there is not);

(b)

if there is no numerically corresponding day in that month, that period will end
on the last Business Day in that month; and

(c)

notwithstanding sub-clause l.2.3(a) above, a period which commences on the
last Business Day of a month will end on the last Business Day in the next
month or the calendar month in which it is to end, as appropriate.

Unless the contrary intention appears:
(a)

a reference to a Party will not include that Party if it has ceased to be a Party
under this Agreement;

(b)

a word or expression used in any other Finance Document or in any notice
given in connection with any Finance Document has the same meaning in that
Finance Document or notice as in th is Agreement; and

(c)

any obligation of a Borrower under the Finance Documents which is not a
payment obligation remains in force for so long as any payment obligation of
that Borrower is or may be outstanding under the Finance Documents.

The headings in this Agreement do not affect its interpretation.
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(k) a currency is a reference to the lawful currency for the time being of the relevant country; (l) save as set out in the definition of Margin in Clause 1.1 (Definitions), a Default (other than an Event of Default) being outstanding means that it has not been remedied or waived and an Event of Default being outstanding means that it has not been waived; (m) a provision of law is a reference to that provision as extended, applied, amended or re-enacted and includes any subordinate legislation; (n) a Clause, a sub-clause or a Schedule is a reference to a clause or sub-clause of, or a schedule to, this Agreement; (o) a person includes its successors in title, permitted assigns and permitted transferees; (p) a Finance Document or another document is a reference to that Finance Document or other document as amended; and (q) a time of day is a reference to London time. 1.2.3 Unless the contrary intention appears, a reference to a month or months is a reference to a period starting on one day in a calendar month and ending on the numerically corresponding day in the next calendar month or the calendar month in which it is to end, except that: (a) if the numerically corresponding day is not a Business Day, the period will end on the next Business Day in that month (if there is one) or the preceding Business Day (if there is not); (b) if there is no numerically corresponding day in that month, that period will end on the last Business Day in that month; and (c) notwithstanding sub-clause 1.2.3(a) above, a period which commences on the last Business Day of a month will end on the last Business Day in the next month or the calendar month in which it is to end, as appropriate. 1.2.4 Unless the contrary intention appears: (a) a reference to a Party will not include that Party if it has ceased to be a Party under this Agreement; (b) a word or expression used in any other Finance Document or in any notice given in connection with any Finance Document has the same meaning in tha
Finance Document or notice as in this Agreement; and (c) any obligation of a Borrower under the Finance Documents which is not a payment obligation remains in force for so long as any payment obligation of that Borrower is or may be outstanding under the Finance Documents. 1.2.5 The headings in this Agreement do not affect its interpretation. 22

1.3

Third party rights
1.3. l

Unless expressly provided to the contrary in a Finance Document, a person who is not
a Party has no right under the Contracts (Rights of Third Pa,ties) Act 1999 (the "Third
Parties Act") to enforce or to enjoy the benefit of any tenn oftbis Agreement.

1.3.2

Notwithstanding any term of any Finance Document, the consent of any person who is
not a Party is not required to resci nd or vary this Agreement at any time.
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1.3 Third party rights 1.3.1 Unless expressly provided to the contrary in a Finance Document, a person who is not a Party has no right under the Contracts (Rights of Third Parties) Act 1999 (the “Third Parties Act”) to enforce or to enjoy the benefit of any term of this Agreement. 1.3.2 Notwithstanding any term of any Finance Document, the consent of any person who is not a Party is not required to rescind or vary this Agreement at any time. 23

2.

THE FACILITIES

2. l

Th e Facilities
2. 1. l

2.1.2

2.2

Subject to the terms of this Agreement, the Lenders make available to:
(a)

WPDEM, a multicurrency revolving credit facility in an aggregate amount tbe
Base Currency Amount of which is equal to the Facility A Commitments;

(b)

WPDWM, a mu lticurrency revolving credit facility in an aggregate amount the
Base Currency Amount ofwhicb is equal to the Facility B Commitments;

(c)

WPDSW, a multicurrency revolving credit facility in an aggregate amount the
Base Currency Amount of which is equal to the Facility C Commitments; and

(d)

WPDSWa, a multicun-ency revolving credit faci lity in an aggregate amount the
Base Currency Amount of which is equal to the Facility D Commitments.

For the avoidance of doubt, subject to any increase in Commitments under Clause 2.2
(Iix:re.ase), the Commitments of each Lender shall be spli t on a pro rata basis between
all of the Facilities.

Incr0:1Se
2.2.1

A Borrower may by givi ng prior notice to the Facility Agent by no later than the date
falling IOBusiness Days after the effective date of a cancellation of:
(a)

the Available Commitments of a Defaulting Lender in accordance with
sub-clause 9.6.4 of Clause 9.6 (lnvoluntaiyprer.ayrrentamcaoce.lation); or

(b)

the Commitments of a Lender in accordance with:
(i)

Clause 9.1 (:tv1m:latory preJxtyrrent- illegalil;y); or

(ii)

sub-clause 9.6. l
caoce.lation),

of Clause 9.6

(Involuntary preµ:1yrrent

am

request that the relevant Commitments be increased (and the relevant Cormnitments
shall be so increased) in an aggregate amount in the Base Currency of up to the amount
of the Available Commitments or Commitments so cancelled as follows:
(c)

the increased Conunitments will be assumed by one or more Lenders or other
banks, financial institutions, trusts, fo nds or other entities (each an " lncrEl:ISe
Lm der") selected by the relevant Borrower (each of which shall not be a
member of a Borrower Group and wh ich is further acceptable to the Facility
Agent (acting reasonably)) and each of which confinns its willingness to
assume and does assume all the obligations of a Lender corresponding to that
part of the increased Cotmnitments which it is to assume, as if it had been an
Original Lender in respect of those Commjtrnents;

(d)

each of the Borrowers and any Increase Lender shall assume obligations
towards one another and/or acqui re rights against one another as the Borrowers
and the Increase Lender would have assumed and/or acquired had the Increase
Lender been an Original Lender in respect of that part of the increased
Commitments which it is to assume;
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2. THE FACILITIES 2.1 The Facilities 2.1.1 Subject to the terms of this Agreement, the Lenders make available to: (a) WPDEM, a multicurrency revolving credit facility in an aggregate amount the Base Currency Amount of which is equal to the Facility A Commitments; (b) WPDWM, a multicurrency revolving credit facility in an aggregate amount the Base Currency Amount of which is equal to the Facility B Commitments; (c) WPDSW, a multicurrency revolving credit facility in an aggregate amount the Base Currency Amount of which is equal to the Facility C Commitments; and (d) WPDSWa, a multicurrency revolving credit facility in an aggregate amount the Base Currency Amount of which is equal to the Facility D Commitments. 2.1.2 For the avoidance of doubt, subject to any increase in Commitments under Clause 2.2 (Increase), the Commitments of each Lender shall be split on a pro rata basis between all of the Facilities. 2.2 Increase 2.2.1 A Borrower may by giving prior notice to the Facility Agent by no later than the date falling 10 Business Days after the effective date of a cancellation of: (a) the Available Commitments of a Defaulting Lender in accordance with sub-clause 9.6.4 of Clause 9.6 (Involuntary prepayment and cancellation); or (b) the Commitments of a Lender in accordance with: (i) Clause 9.1 (Mandatory prepayment - illegality); or (ii) sub-clause 9.6.1 of Clause 9.6 (Involuntary prepayment and cancellation), request that the relevant Commitments be increased (and the relevant Commitments shall be so increased) in an aggregate amount in the Base Currency of up to the amount of the Available Commitments or Commitments so cancelled as follows: (c) the increased Commitments will be assumed by one or more Lenders or other banks, financial institutions, trusts, funds or other entities (each an “Increase Lender”) selected by the relevant Borrower (each of which shall not be a member of a Borrower Group and which is
further acceptable to the Facility Agent (acting reasonably)) and each of which confirms its willingness to assume and does assume all the obligations of a Lender corresponding to that part of the increased Commitments which it is to assume, as if it had been an Original Lender in respect of those Commitments; (d) each of the Borrowers and any Increase Lender shall assume obligations towards one another and/or acquire rights against one another as the Borrowers and the Increase Lender would have assumed and/or acquired had the Increase Lender been an Original Lender in respect of that part of the increased Commitments which it is to assume; 24

2.2.2

(e)

each Increase Lender shall become a Party as a "Lender" and any Increase
Lender and each of the other Finance Parties shall assume obligations towards
one another and acquire rights against one another as that Increase Lender and
those Finance Parties would have assumed and/or acquired had the Increase
Lender been an Original Lender in respect of that part of the increased
Commitments which it is to assume;

(I)

the Commitments of the other Lenders shall continue in full force and effect;
and

(g)

any increase in the Commitments shall take effect on the date specified by the
relevant Borrower in the notice referred to above or any later date on which the
conditions set out in sub-clause 2.2.2 below are satisfied.

An increase in the Commi tments will only be effective on:
(a)

the execution by the Facility Agent of an Increase Confirmation from the
relevant Increase Lender; and

(b)

in re lation to an Increase Lender which is not a Lender immediately prior to the
relevant increase the performance by the Facility Agent of all necessary "know
your customer" or other similar checks under all applicable laws and
regulations in relation to the assumption of the increased Commitments by that
Increase Lender, the completion of which the Facili ty Agent shall promptly
notify to the relevant Borrower and the Increase Lender.

2.2.3

Each Increase Lender, by executing the Increase Confirmation, confirms (for the
avoidance of doubt) that the Facility Agent has authority to execute on its behalf any
amendment or waiver that has been approved by or on behalf of the requisite Lender or
Lenders in accordance with this Agreement on or prior to the date on which the increase
becomes effective and that it is bound by that decision to the same extent as it would
have been had it been an Original Lender.

2.2.4

Unless the Facility Agent otherwise agrees or the increased Commitment is assumed
by an existing Lender, the relevant Borrower shall, on the date upon which the increase
takes effect, pay to the Facility Agent (for its own account) a fee of £3,000 and that
B01Tower shall promptly on demand pay the Facility Agent the amount of all costs and
expenses (including legal fees) reasonably incurred by it in connection with any
increase in Commitments under this Clause 2.2.

2.2.5

A Borrower may pay to the Increase Lender a fee in the amount and at the times agreed
between the relevant Borrower and the Increase Lender in a letter between that
Borrower and the Increase Lender setting out that fee. A reference in this Agreement
to a Fee Letter shall include any letter referred to in this paragraph.

2.2.6

Clause 29 .5 (Llrritation of re;JX>nsibility of Existing Lender) shall apply rrutalis
rrutan:lis in this Clause 2.2 in relation to an Increase Lender as if references i_n tbat
Clause to:
(a)

an "Existing Lender'' were references to all the Lenders immediately prior to
the relevant increase;

(b)

the " New Lender" were references to that "Incrrese Lender"; and

(c)

a "re-transfer" and "re-assignment" were references to respectively a
"transfer'' and "assignment".
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(e) each Increase Lender shall become a Party as a “Lender” and any Increase Lender and each of the other Finance Parties shall assume obligations towards one another and acquire rights against one another as that Increase Lender and those Finance Parties would have assumed and/or acquired had the Increase Lender been an Original Lender in respect of that part of the increased Commitments which it is to assume; (f) the Commitments of the other Lenders shall continue in full force and effect; and (g) any increase in the Commitments shall take effect on the date specified by the relevant Borrower in the notice referred to above or any later date on which the conditions set out in sub-clause 2.2.2 below are satisfied. 2.2.2 An increase in the Commitments will only be effective on: (a) the execution by the Facility Agent of an Increase Confirmation from the relevant Increase Lender; and (b) in relation to an Increase Lender which is not a Lender immediately prior to the relevant increase the performance by the Facility Agent of all necessary “know your customer” or other similar checks under all applicable laws and regulations in relation to the assumption of the increased Commitments by that Increase Lender, the completion of which the Facility Agent shall promptly notify to the relevant Borrower and the Increase Lender. 2.2.3 Each Increase Lender, by executing the Increase Confirmation, confirms (for the avoidance of doubt) that the Facility Agent has authority to execute on its behalf any amendment or waiver that has been approved by or on behalf of the requisite Lender or Lenders in accordance with this Agreement on or prior to the date on which the increase becomes effective and that it is bound by that decision to the same extent as it would have been had it been an Original Lender. 2.2.4 Unless the Facility Agent otherwise agrees or the increased Commitment is assumed by an existing Lender, the relevant Borrower shall, on the date upon which
the increase takes effect, pay to the Facility Agent (for its own account) a fee of £3,000 and that Borrower shall promptly on demand pay the Facility Agent the amount of all costs and expenses (including legal fees) reasonably incurred by it in connection with any increase in Commitments under this Clause 2.2. 2.2.5 A Borrower may pay to the Increase Lender a fee in the amount and at the times agreed between the relevant Borrower and the Increase Lender in a letter between that Borrower and the Increase Lender setting out that fee. A reference in this Agreement to a Fee Letter shall include any letter referred to in this paragraph. 2.2.6 Clause 29.5 (Limitation of responsibility of Existing Lender) shall apply mutatis mutandis in this Clause 2.2 in relation to an Increase Lender as if references in that Clause to: (a) an “Existing Lender” were references to all the Lenders immediately prior to the relevant increase; (b) the “New Lender” were references to that “Increase Lender”; and (c) a “re-transfer” and “re-assignment” were references to respectively a “transfer” and “assignment”. 25

2.2.7
2.3

Each Party (other than the Increase Lender) irrevocably authorises the Facility Agent
to execute any duly completed Increase Conftrmation on its behalf.

Nature of a Finance Party's rights and obligations

Unless otherwise agreed by all the Finance Parties;
2.3.1

the obligations of a Finance Party under the Finance Documents are several;

2.3.2

failure by a Finance Party to perform its obligations under the Finance Documents does
not affect tbe obljgations of any other Party under the Finance Documents;

2.3 .3

no Finance Party is responsible for the obligations of any other Finance Party under the
Finance Documents;

2.3.4

the rights of a Finance Party under or in connection with the Finance Documents are
separate and independent rights and a debt arising under the Finance Documents to a
Finance Party is a separate and independent debt in respect of which a Finance Party
shall be entitled to enforce its rights in accordance with sub-paragraph 2.3.5 below. The
rights of each Finance Party include any debt owing to that Finance Party under the
Finance Documents and, for the avoidance of doubt, any part of a Loan or any other
amount owed by a Borrower which relates to a Finance Party's participation in a Facility
or its role under a Finance Document (i ncluding any such amotmt payable to the Facility
Agent on its behalf) is a debt owing to that Finance Party by that Borrower; and

2.3.5

a Finance Party may, except as otherwise stated in the Finance Documents, separately
enforce its rights under or in connection with the Finance Documents.

3.

Purpose

3.1

Purpose
Each Borrower shall apply all amounts borrowed by it under the relevant Facility towards:

3.2

(a)

the general corporate purposes of the relevant Borrower Group;

(b)

the refinancing, and any associated costs of such refinancing, of the Existing Facilities;
and

(c)

in compliance with the Licence.

No obligation to monitor
No Finance Party is bound to monitor or verify any amount borrowed pursuant to this
Agreement.

4.

CONDITIONS PRECEDENT

4.1

Conditions pra:::a:lent dOCWllEnts
4.1.1

A Request may not be given until the Facility Agent has notified the Borrowers and the
Lenders that it has received (or waived receipt of) all of the documents and evidence
set out in Schedule 2 (Corrlitio!l.5 Preo:rlent Docurra:rts) in form and substance
satisfactory to the Facility Agent. The Facility Agent shall give this notification to the
Borrowers and the Lenders upon being so satisfied.
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2.2.7 Each Party (other than the Increase Lender) irrevocably authorises the Facility Agent to execute any duly completed Increase Confirmation on its behalf. 2.3 Nature of a Finance Party’s rights and obligations Unless otherwise agreed by all the Finance Parties; 2.3.1 the obligations of a Finance Party under the Finance Documents are several; 2.3.2 failure by a Finance Party to perform its obligations under the Finance Documents does not affect the obligations of any other Party under the Finance Documents; 2.3.3 no Finance Party is responsible for the obligations of any other Finance Party under the Finance Documents; 2.3.4 the rights of a Finance Party under or in connection with the Finance Documents are separate and independent rights and a debt arising under the Finance Documents to a Finance Party is a separate and independent debt in respect of which a Finance Party shall be entitled to enforce its rights in accordance with sub-paragraph 2.3.5 below. The rights of each Finance Party include any debt owing to that Finance Party under the Finance Documents and, for the avoidance of doubt, any part of a Loan or any other amount owed by a Borrower which relates to a Finance Party's participation in a Facility or its role under a Finance Document (including any such amount payable to the Facility Agent on its behalf) is a debt owing to that Finance Party by that Borrower; and 2.3.5 a Finance Party may, except as otherwise stated in the Finance Documents, separately enforce its rights under or in connection with the Finance Documents. 3. Purpose 3.1 Purpose Each Borrower shall apply all amounts borrowed by it under the relevant Facility towards: (a) the general corporate purposes of the relevant Borrower Group; (b) the refinancing, and any associated costs of such refinancing, of the Existing Facilities; and (c) in compliance with the Licence. 3.2 No obligation to monitor No Finance Party is bound to monitor or verify any amount borrowed
pursuant to this Agreement. 4. CONDITIONS PRECEDENT 4.1 Conditions precedent documents 4.1.1 A Request may not be given until the Facility Agent has notified the Borrowers and the Lenders that it has received (or waived receipt of) all of the documents and evidence set out in Schedule 2 (Conditions Precedent Documents) in form and substance satisfactory to the Facility Agent. The Facility Agent shall give this notification to the Borrowers and the Lenders upon being so satisfied. 26

4.1.2

4.2

Other than to the extent that the Majority Lenders notify the Facility Agent in wri ting
to the contrary before the Facility Agent gives the notification described in subparagraph 4.1 .1 above, the Lenders authorise (but do not requi re) the Facility Agent to
give that notification. The Facility Agent shall not be liable for any damages, costs or
losses whatsoever as a result of giving any such notification.

Further oonditions pre:;edent
The obligations of each Lender to participate in any Loan are subject to the further conditions
precedent that on both the date of the Request and the Drawdown Date for that Loan:

4.3

4.2. l

the Repeating Representations are correct in all material respects in respect of the
Borrower (and, as applicable, the relevant Borrower Group) delivering the Reque-st; and

4.2.2

no Default or, in the case of a Ro llover Loan, no Event of Default in respect of the
Borrower (and, as applicable, the relevant Borrower Group) delivering the Request is
outstanding or wou ld resu lt from the Loan.

Conditions relating to Optional Currencies
4.3.1

4.3 .2

4.4

A currency will constitute an Optional Currency in relation to a Loan if:
(a)

it is readily available in the amount required and freely convertible into the
Base Currency in the wholesale market for that currency on the Quotation Day
and the Drawdown Date for that Loan; and

(b)

it is a Pre-approved Currency or has been approved by the Facility Agent
(acting on the instructions of all the Lenders) on or prior to receipt by the
Facility Agent of the re levant Request for that Loan.

ff the Facility Agent has received a written request from a Borrower for a currency to
be approved under paragraph (b) of sub-clause 4.3.1 above, the Facility Agent will
confirm to that Borrower by the Specified Time:
(a)

whether or not the Lenders have granted their approval; and

(b)

if approval has been granted, the min imum amount (and, if required, integral
multiples) for any subsequent Loan in that currency.

Maximum number
4.4.1

4.4.2

Unless the Facility Agent agrees, a Request in relation to the re levant Facility may not
be given if, as a result, there would be:
(a)

more than IO Facility A Loans outstanding;

(b)

more than IO FaciJjty B Loans outstanding;

(c)

more than 10 Facility C Loans outstanding; and/or

(d)

more than 10 Facility D Loans ou tstanding.

Any Loan made by a single Lender under Clause 7.2 (Revocation of a currency) shall
not be taken into account in this Clause 4.4.
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4.1.2 Other than to the extent that the Majority Lenders notify the Facility Agent in writing to the contrary before the Facility Agent gives the notification described in sub- paragraph 4.1.1 above, the Lenders authorise (but do not require) the Facility Agent to give that notification. The Facility Agent shall not be liable for any damages, costs or losses whatsoever as a result of giving any such notification. 4.2 Further conditions precedent The obligations of each Lender to participate in any Loan are subject to the further conditions precedent that on both the date of the Request and the Drawdown Date for that Loan: 4.2.1 the Repeating Representations are correct in all material respects in respect of the Borrower (and, as applicable, the relevant Borrower Group) delivering the Request; and 4.2.2 no Default or, in the case of a Rollover Loan, no Event of Default in respect of the Borrower (and, as applicable, the relevant Borrower Group) delivering the Request is outstanding or would result from the Loan. 4.3 Conditions relating to Optional Currencies 4.3.1 A currency will constitute an Optional Currency in relation to a Loan if: (a) it is readily available in the amount required and freely convertible into the Base Currency in the wholesale market for that currency on the Quotation Day and the Drawdown Date for that Loan; and (b) it is a Pre-approved Currency or has been approved by the Facility Agent (acting on the instructions of all the Lenders) on or prior to receipt by the Facility Agent of the relevant Request for that Loan. 4.3.2 If the Facility Agent has received a written request from a Borrower for a currency to be approved under paragraph (b) of sub-clause 4.3.1 above, the Facility Agent will confirm to that Borrower by the Specified Time: (a) whether or not the Lenders have granted their approval; and (b) if approval has been granted, the minimum amount (and, if required, integral multiples) for any subsequent Loan in that currency. 4.4 Maximum
number 4.4.1 Unless the Facility Agent agrees, a Request in relation to the relevant Facility may not be given if, as a result, there would be: (a) more than 10 Facility A Loans outstanding; (b) more than 10 Facility B Loans outstanding; (c) more than 10 Facility C Loans outstanding; and/or (d) more than 10 Facility D Loans outstanding. 4.4.2 Any Loan made by a single Lender under Clause 7.2 (Revocation of a currency) shall not be taken into account in this Clause 4.4. 27

5.

UfI LISA.T ION

5.1

Givingof Requests

5.2

5.1.l

A Borrower may borrow a Loan by giving to the Facility Agent a duly completed
Request not later than the Specified Time.

5.1.2

Each Request is irrevocable.

CompletionofRequests
5.2.1

A Request for a Loan wi ll not be regarded as hav ing been du ly completed un less:
(a)

the Borrower and the relevant Facility is identified;

(b)

the Drawdown Date is a Business Day falling within the Availability Period;

(c)

the currency and amount of the Loan comply with Clause 5.3 (Currency airl

anm.mt);

5.2.2
5.3

(d)

the proposed Term complies with th is Agreement; and

(e)

it specifies the account and bank to which the Loan shalJ be credited.

Only one Loan per Borrower may be requested in a Request.

Currency and amount

5.3.l

The currency specified in a Request must be either the Base Currency or an Optional
Currency.

5.3 .2

The amount of the proposed Loan must be:
(a)

if the currency selected is the Base Currency, a minimum of £5,000,000 and an
integral multiple of£ 1,000,000 or, if less, the Available Facility (or such other
amount as the Facility Agenl may agree);

(b)

if the cturency selected is an Optional Currency which is a Pre-approved
Currency, a minimum of (as applicable):
(i)

U.S.$5,000,000 and an integral multiple ofU.S.$1,000,000; or

(ii)

€5,000,000 and an integral mu ltiple of€1,000,000,

or, in each case, if less, the Available Facility; or
(c)

5.4

if the currency selected
Currency, the minimum
by tl1e Facility Agent
Clause 4.3 (Conditions
Available Facility.

is an Optional Currency other than a Pre-approved
amount (and if required, integral multiple) specified
pursuant to paragraph (b) of sub-clause 4.3.2 of
relating to Optional Curreocies) or, if less, the

Aclvanceof Loan
5.4.1

The Facility Agent must promptly notify each Lender of the details of the requested
Loan and the amount of its share in that Loan.
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5. UTILISATION 5.1 Giving of Requests 5.1.1 A Borrower may borrow a Loan by giving to the Facility Agent a duly completed Request not later than the Specified Time. 5.1.2 Each Request is irrevocable. 5.2 Completion of Requests 5.2.1 A Request for a Loan will not be regarded as having been duly completed unless: (a) the Borrower and the relevant Facility is identified; (b) the Drawdown Date is a Business Day falling within the Availability Period; (c) the currency and amount of the Loan comply with Clause 5.3 (Currency and amount); (d) the proposed Term complies with this Agreement; and (e) it specifies the account and bank to which the Loan shall be credited. 5.2.2 Only one Loan per Borrower may be requested in a Request. 5.3 Currency and amount 5.3.1 The currency specified in a Request must be either the Base Currency or an Optional Currency. 5.3.2 The amount of the proposed Loan must be: (a) if the currency selected is the Base Currency, a minimum of £5,000,000 and an integral multiple of £1,000,000 or, if less, the Available Facility (or such other amount as the Facility Agent may agree); (b) if the currency selected is an Optional Currency which is a Pre-approved Currency, a minimum of (as applicable): (i) U.S.$5,000,000 and an integral multiple of U.S.$1,000,000; or (ii) €5,000,000 and an integral multiple of €1,000,000, or, in each case, if less, the Available Facility; or (c) if the currency selected is an Optional Currency other than a Pre-approved Currency, the minimum amount (and if required, integral multiple) specified by the Facility Agent pursuant to paragraph (b) of sub-clause 4.3.2 of Clause 4.3 (Conditions relating to Optional Currencies) or, if less, the Available Facility. 5.4 Advance of Loan 5.4.1 The Facility Agent must promptly notify each Lender of the details of the requested Loan and the amount of its share in that Loan. 28

5.4.2

If the conditions set out in this Agreement have been met, and subject to Clause 8.2

(Cashles.5Rollover), each Lender shall make its participation in each Loan available by
no later than 2.00pm on the Drawdown Date through its Facility Office.
5.4.3

Save as set out in sub-clause 5.4.4 below, the amount of each Lender's share of the
Loan will be its Pro Rata Share on the proposed Drawdown Date.

5.4.4

No Lender is obliged to participate in a Loan if as a result:

5.4.5

(a)

the Base Currency Amount of its share in the aggregate amount of the Loans
would exceed its Commitment; or

(b)

the Base Currency Amount of the Loans would exceed:
(i)

the Commitments in respect of a particular Facility; or

(ii)

the Total Commitments.

The Facility Agent shall determine the Base Currency Amount of each Loan which is
to be made in an Optional Currency and shall notify each Lender of the amount,
currency and the Base Currency Amount of each Loan, the amount of its participation
in that Loan and, if different, the amount of that participation to be made available in
accordance with Clause 16 (PaynHJ.tlvWJani.cs), in each case by the Specified Time.

6.

EXTENSION OPTION

6.1

The Borrowers may by notice to the Facility Agent (the "Initial Extmsion REqUest") not more
than 60 days and not less than 30 days before the first anniversary of the Signing Date, request
that the Final Maturity Date in respect of each Facility be extended for a further period of one
year.

6.2

The Borrowers may by notice to the Facility Agent (the "Seamd Extmsion R EqUest") no more
than 60 days and not less than 30 days before the second anniversary of the Signing Date,
request that the Final Maturity Date in respect of each Facility:
(a)

if the Initial Extension Request bas been made, be extended for a further period
of one year; or

(b)

ifno Initial Extension Request has been made, be extended for a period of two
years,

as notified by the Borrowers in the notice to the Facility Agent.
6.3

The Facility Agent must promptly notify the Lenders of any Initial Extension Request or Second
Extension Request (an " Extmsion REqUest'').

6.4

Each Lender may, in its sol.e discretion, agree to any Extens ion Request by notifying the Facility
Agent accordingly by the date falling 15 days before the first or second anniversary of the
Signing Date (as applicable).

6.5

If any Lender fails to reply to the Facility Agent with respect to an Extension Request on or
before the date falling 15 days before the first or second anniversary of the Signing Date as
applicable, it will be deemed to have refused that Extension Request and its Commitment will
not be extended.

6.6

Su~ject to Clause 6.9 below, each Extension Request is irrevocable.
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5.4.2 If the conditions set out in this Agreement have been met, and subject to Clause 8.2 (Cashless Rollover), each Lender shall make its participation in each Loan available by no later than 2.00pm on the Drawdown Date through its Facility Office. 5.4.3 Save as set out in sub-clause 5.4.4 below, the amount of each Lender’s share of the Loan will be its Pro Rata Share on the proposed Drawdown Date. 5.4.4 No Lender is obliged to participate in a Loan if as a result: (a) the Base Currency Amount of its share in the aggregate amount of the Loans would exceed its Commitment; or (b) the Base Currency Amount of the Loans would exceed: (i) the Commitments in respect of a particular Facility; or (ii) the Total Commitments. 5.4.5 The Facility Agent shall determine the Base Currency Amount of each Loan which is to be made in an Optional Currency and shall notify each Lender of the amount, currency and the Base Currency Amount of each Loan, the amount of its participation in that Loan and, if different, the amount of that participation to be made available in accordance with Clause 16 (Payment Mechanics), in each case by the Specified Time. 6. EXTENSION OPTION 6.1 The Borrowers may by notice to the Facility Agent (the “Initial Extension Request”) not more than 60 days and not less than 30 days before the first anniversary of the Signing Date, request that the Final Maturity Date in respect of each Facility be extended for a further period of one year. 6.2 The Borrowers may by notice to the Facility Agent (the “Second Extension Request”) no more than 60 days and not less than 30 days before the second anniversary of the Signing Date, request that the Final Maturity Date in respect of each Facility: (a) if the Initial Extension Request has been made, be extended for a further period of one year; or (b) if no Initial Extension Request has been made, be extended for a period of two years, as notified by the Borrowers in the notice to the Facility
Agent. 6.3 The Facility Agent must promptly notify the Lenders of any Initial Extension Request or Second Extension Request (an “Extension Request”). 6.4 Each Lender may, in its sole discretion, agree to any Extension Request by notifying the Facility Agent accordingly by the date falling 15 days before the first or second anniversary of the Signing Date (as applicable). 6.5 If any Lender fails to reply to the Facility Agent with respect to an Extension Request on or before the date falling 15 days before the first or second anniversary of the Signing Date as applicable, it will be deemed to have refused that Extension Request and its Commitment will not be extended. 6.6 Subject to Clause 6.9 below, each Extension Request is irrevocable. 29

6.7

The Facility Agent must notify the Bo1rnwers and the Lenders as soon as reasonably practicable
(and in any event, not later than the date falling 10 days before the first anniversary or the
second anniversary of the Signing Date, as app licable) whether the Lenders have accepted the
relevant Extension Re-quest and if one or more (but not all) of the Lenders have agreed to an
Extension Request, then the Facility Agent must add itionally identify in that notification which
Lenders have not agreed to the relevant Extension Request.

6.8

The Borrowers must notify the Facility Agent as soon as reasonably practicable (and in any
event, not later tban the date fa! ling 5 days before the first anniversary or the second anniversary
of the Signing Date, as applicable) whether or not they accept the re levant extension to the Final
Maturity Date offered by all. of those Lenders who have agreed to sucb extension pursuant to
the relevant Extension Request and, if the Borrowers do wish to accept the offered extension,
they shall (on tbe date of their notification to tbe Facility Agent pursuant to th.is Clause 6.8) pay
to the Facility Agent (for the account of each extending Lender) an extension fee in an amount
equal to 0.05% of the Commitments of each such extending Lender (or such other fee as may
otherwise be agreed between the Borrowers, the Facility Agent and the extending Lenders).

6.9

The Borrowers may, on the basis that one or more of the Lenders have not agreed to the
Extension Request and no later than the date fa lling 5 days before the relevant anniversary of
the Signing Date, withdraw the request by notice to the Facility Agent which will promptly
notify the Lenders of such withdrawal.

6.10

Subject to the Borrowers paying the extension fee described in Clause 6.8 above, the Final
Maturity Date (and the relevant Lenders' Commitments) shall, with regards to those Lenders
who have accepted the relevant Extension Request, be extended to the date falling 4 years after
the Signing Date (with regards to an blitial Request) or the date falling 5 years after the Signing
Date (with regards to a Second Extension Request) with effect from the date of the Borrowers'
notification under Clause 6.8 above of the acceptance of the offered extension.

6.11

In no event shall the Final Maturity Date extend beyond the date fall ing 5 years after the Signing
Date.

7.

OPTIONAL CURRENCIES

7.1

SeJ.oo::ion

7 .2

7.1.1

A Borrower must select the currency of a Loan in its Request. A Borrower may select
the Base Currency or an Optional Currency for a Loan.

7.1.2

Unless the Facility Agent otherwise agrees, the Loans may not be denominated at any
one time in more than three currencies.

Revocation of currency
7.2.1

Notwithstanding any other term of this Agreement, if before the Specified Time on any
Quotation Day the Facility Agent receives notice from a Lender that:
(a)

the Optional Currency requested is not readily available to it in the Relevant
Market in the amount and for the period requi red; or

(b)

participating in a Loan in the proposed Optional Currency might contravene
any law or regulation applicable to it,

the Facility Agent must give notice to the relevant Borrower to that effect promptly and
in any event before the Specified Time on that day.
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6.7 The Facility Agent must notify the Borrowers and the Lenders as soon as reasonably practicable (and in any event, not later than the date falling 10 days before the first anniversary or the second anniversary of the Signing Date, as applicable) whether the Lenders have accepted the relevant Extension Request and if one or more (but not all) of the Lenders have agreed to an Extension Request, then the Facility Agent must additionally identify in that notification which Lenders have not agreed to the relevant Extension Request. 6.8 The Borrowers must notify the Facility Agent as soon as reasonably practicable (and in any event, not later than the date falling 5 days before the first anniversary or the second anniversary of the Signing Date, as applicable) whether or not they accept the relevant extension to the Final Maturity Date offered by all of those Lenders who have agreed to such extension pursuant to the relevant Extension Request and, if the Borrowers do wish to accept the offered extension, they shall (on the date of their notification to the Facility Agent pursuant to this Clause 6.8) pay to the Facility Agent (for the account of each extending Lender) an extension fee in an amount equal to 0.05% of the Commitments of each such extending Lender (or such other fee as may otherwise be agreed between the Borrowers, the Facility Agent and the extending Lenders). 6.9 The Borrowers may, on the basis that one or more of the Lenders have not agreed to the Extension Request and no later than the date falling 5 days before the relevant anniversary of the Signing Date, withdraw the request by notice to the Facility Agent which will promptly notify the Lenders of such withdrawal. 6.10 Subject to the Borrowers paying the extension fee described in Clause 6.8 above, the Final Maturity Date (and the relevant Lenders’ Commitments) shall, with regards to those Lenders who have accepted the relevant Extension Request, be extended to the date falling 4 year
after the Signing Date (with regards to an Initial Request) or the date falling 5 years after the Signing Date (with regards to a Second Extension Request) with effect from the date of the Borrowers’ notification under Clause 6.8 above of the acceptance of the offered extension. 6.11 In no event shall the Final Maturity Date extend beyond the date falling 5 years after the Signing Date. 7. OPTIONAL CURRENCIES 7.1 Selection 7.1.1 A Borrower must select the currency of a Loan in its Request. A Borrower may select the Base Currency or an Optional Currency for a Loan. 7.1.2 Unless the Facility Agent otherwise agrees, the Loans may not be denominated at any one time in more than three currencies. 7.2 Revocation of currency 7.2.1 Notwithstanding any other term of this Agreement, if before the Specified Time on any Quotation Day the Facility Agent receives notice from a Lender that: (a) the Optional Currency requested is not readily available to it in the Relevant Market in the amount and for the period required; or (b) participating in a Loan in the proposed Optional Currency might contravene any law or regulation applicable to it, the Facility Agent must give notice to the relevant Borrower to that effect promptly and in any event before the Specified Time on that day. 30

7 .2.2

7 .3

In this event:
(a)

that Lender must participate in the Loan in the Base Currency (in an amount
equal to that Lender's proportion of the Base Currency Amount or, in respect
of a Rollover Loan, an amount equal to that Lender's proportion of the Base
Currency Amount of the Rollover Loan that is due to be made); and

(b)

the share of that Lender in the Loan and any other si milarly affected Lender(s)
will be treated as a separate Loan denominated in the Base Currency during
that Term.

7 .2.3

Any part of a Loan treated as a separate Loan under this sub-clause will not be taken
into account for the purposes of any limit on the number of Loans or currencies
outstanding at any one time.

7.2.4

A Loan will still be treated as a Rollover Loan if it is not denominated in the same
currency as the maturing Loan by reason only of the operation of this sub-clause.

Optional Currency a:imvalents
Except as expressly provided in this Agreement, the equivalent in the Base Currency of a Loan
or part of a Loan in an Optional Currency for the purposes of calculating:
7.3.1

whether any limit under this Agreement has been exceeded;

7.3 .2

the amount ofa Loan;

7.3.3

the share of a Lender in a Loan;

7.3.4

the amount of any repayment of a Loan; or

7.3.5

the undrawn amount ofa Lender's Commitment,

is its Base Currency Amount.

8.

REPAYMENT

8.1

Repayment of Loans

8.2

8. 1.1

Each Borrower must repay each Loan borrowed by it in full on its Maturity Date. No
Loan may be outstanding after the Final Maturity Date.

8.1.2

Subject to the otherterms of this Agreement, any amounts repaid under sub-clause 8.1.1
above may be re-borrowed.

Cashless Rollover
8.2.1

Without prejudice to each Borrower's obligation under Clause 8.1 above, if one or more
Loans are to be made ava ilable to the same Borrower under the same Facility:
(a)

on the same day that a maturing Loan is due to be repaid by that Borrower;

(b)

in the same currency as the maturing Loan (unless it arose as a result of the
operation of Clause 7.2 (Fevocationofcurreocy)); and

(c)

in whole or in part for the purpose of refinancing the maturing Loan,
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7.2.2 In this event: (a) that Lender must participate in the Loan in the Base Currency (in an amount equal to that Lender’s proportion of the Base Currency Amount or, in respect of a Rollover Loan, an amount equal to that Lender’s proportion of the Base Currency Amount of the Rollover Loan that is due to be made); and (b) the share of that Lender in the Loan and any other similarly affected Lender(s) will be treated as a separate Loan denominated in the Base Currency during that Term. 7.2.3 Any part of a Loan treated as a separate Loan under this sub-clause will not be taken into account for the purposes of any limit on the number of Loans or currencies outstanding at any one time. 7.2.4 A Loan will still be treated as a Rollover Loan if it is not denominated in the same currency as the maturing Loan by reason only of the operation of this sub-clause. 7.3 Optional Currency equivalents Except as expressly provided in this Agreement, the equivalent in the Base Currency of a Loan or part of a Loan in an Optional Currency for the purposes of calculating: 7.3.1 whether any limit under this Agreement has been exceeded; 7.3.2 the amount of a Loan; 7.3.3 the share of a Lender in a Loan; 7.3.4 the amount of any repayment of a Loan; or 7.3.5 the undrawn amount of a Lender’s Commitment, is its Base Currency Amount. 8. REPAYMENT 8.1 Repayment of Loans 8.1.1 Each Borrower must repay each Loan borrowed by it in full on its Maturity Date. No Loan may be outstanding after the Final Maturity Date. 8.1.2 Subject to the other terms of this Agreement, any amounts repaid under sub-clause 8.1.1 above may be re-borrowed. 8.2 Cashless Rollover 8.2.1 Without prejudice to each Borrower’s obligation under Clause 8.1 above, if one or more Loans are to be made available to the same Borrower under the same Facility: (a) on the same day that a maturing Loan is due to be repaid by that Borrower; (b) in the same currency as the maturing Loan (unless it arose
as a result of the operation of Clause 7.2 (Revocation of currency)); and (c) in whole or in part for the purpose of refinancing the maturing Loan, 31

the aggregate amount of the new Loans shall be treated as if applied in or towards
repayment of the maturing Loan so that:
(i)

(ii)

if the amount of the maturing Loan exceeds the aggregate amount of
the new Loans:
(A)

that Borrower will only be required to pay an amount in cash
in the re levant currency equal to that excess; and

(B)

each Lender's participation (if any) in the new Loans shall be
treated as hav ing been made available and applied by the
relevant Borrower in or towards repayment of that Lender' s
participation (if any) in the maturing Loan a nd that Lender wi ll
not be required to make its participation in the new Loans
avai lab le in cash; and

if the amount of the maturing Loan is equal to or less than the aggregate
amount of the new Loans:
(A)

the relevant Borrower will not be required to make any
payment in cash; and

(B)

each Lender wi ll be required to make its participation in the
new Loans available in cash only to the extent that its
participation (if any) in the new Loans exceeds that Lender's
participation (if any) in the maturing Loan and the remainder
of that Lender's participation in the new Loans shall be treated
as having been made available and applied by the relevant
Borrower in or towards repayment of that Lender's
participation in the maturing Loan.

9.

PREPAYMENT AND CANCELLAT ION

9. l

Mandatory prepayment - illegality
9. 1.1

A Lender must notify the Borrowers promptly if it becomes aware that it is unlawful in
any jurisdiction for that Lender to perform any of its ob li gations under a Finance
Document or to fund or maintain its share in any Loan.

9. l.2

After notification under clause 9.1. I above:

9.1.3

9.2

(a)

the relevant Borrowers must repay or prepay the share of that Lender in each
Loan made to it on the date specified in clause 9.1.3 below; a nd

(b)

the Commitments of that Lender will be immediately cancelled.

The date for repayment or prepayment of a Lender's share in a Loan will be:
(a)

the Business Day following receipt by the relevant Borrower of notice from the
Lender under sub-clause 9. I. I above; or

(b)

if later, the latest date allowed by the relevant law.

Mandatory prepayment - change of oontrol
lf, except in the context of a group reorganisation where each Borrower continues to be
controlled d irectly or indirectly by PPL, a Borrower becomes aware of any person (whether
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the aggregate amount of the new Loans shall be treated as if applied in or towards repayment of the maturing Loan so that: (i) if the amount of the maturing Loan exceeds the aggregate amount of the new Loans: (A) that Borrower will only be required to pay an amount in cash in the relevant currency equal to that excess; and (B) each Lender’s participation (if any) in the new Loans shall be treated as having been made available and applied by the relevant Borrower in or towards repayment of that Lender’s participation (if any) in the maturing Loan and that Lender will not be required to make its participation in the new Loans available in cash; and (ii) if the amount of the maturing Loan is equal to or less than the aggregate amount of the new Loans: (A) the relevant Borrower will not be required to make any payment in cash; and (B) each Lender will be required to make its participation in the new Loans available in cash only to the extent that its participation (if any) in the new Loans exceeds that Lender’s participation (if any) in the maturing Loan and the remainder of that Lender’s participation in the new Loans shall be treated as having been made available and applied by the relevant Borrower in or towards repayment of that Lender’s participation in the maturing Loan. 9. PREPAYMENT AND CANCELLATION 9.1 Mandatory prepayment - illegality 9.1.1 A Lender must notify the Borrowers promptly if it becomes aware that it is unlawful in any jurisdiction for that Lender to perform any of its obligations under a Finance Document or to fund or maintain its share in any Loan. 9.1.2 After notification under clause 9.1.1 above: (a) the relevant Borrowers must repay or prepay the share of that Lender in each Loan made to it on the date specified in clause 9.1.3 below; and (b) the Commitments of that Lender will be immediately cancelled. 9.1.3 The date for repayment or prepayment of a Lender’s share in a Loan will be: (a) the Business Day following
receipt by the relevant Borrower of notice from the Lender under sub-clause 9.1.1 above; or (b) if later, the latest date allowed by the relevant law. 9.2 Mandatory prepayment - change of control If, except in the context of a group reorganisation where each Borrower continues to be controlled directly or indirectly by PPL, a Borrower becomes aware of any person (whether 32

alone or together with any associated person or persons) gaining control of that Borrower (for
these purposes "associated person" means, in relation to any person, a person who is (i) "acting
in concert" (as defined in the City Code on Takeovers and Mergers) with that person or (ii) a
"connected" person (as defined in section 1122 of the Taxes Act) of that person and "control"
means the relevant person satisfies any of the criteria set out in paragraphs (l)(a) to (c) of
Section 1159 of the Companies Act 2006):
9.2.1

within five days of such date, that Borrower shall give notice of such change of control
to the Facility Agent;

9.2.2

the Lenders and lhe relevant Borrower shall immediately enter into negotiations for a
period of not more than 45 days from the date of the change of control with a view to
agreeing whether the relevant Facility shall continue lo be made avai lable and on what
terms;

9.2.3

if no such agreement is reached within the said period of 45 days then:

9.2.4

9.3

9.4

(a)

any Lender may on 10 days' notice to the Facility Agent and to the Borrower
require the repayment of its share in each Loan and cancel its Commitment; or

(b)

the Majority Lenders may on LO days' notice to the Borrower require
repayment in full of all outstanding Loans and cancel the Total Commitments;
and

a Lender shall not be obliged to fund any further loans under a Facility (except for a
Rollover Loan) during the negotiation period set out in sub-clause 9.2.2, and if no
agreement is reached within such negotiation period, during the 10 day notice period
set out in sub-clause 9.2.3.

Voluntary prepayment
9.3. I

A Borrower may, by giving not less than five Business Days' prior written notice to the
Facility Agent, prepay any Loan at any time in whole or in part.

9.3.2

A prepayment of part of a Loan must reduce the Base Currency Amount of that Loan
by a minimum amount of £1,000,000.

Automatic cancellation
The Commitments of eacb Lender will be automatically cancelled at the close of business on
the last day of the Availability Period.

9.5

Voluntary cancellation
9.5.l

9.5.2

A Borrower may, by giving not less than three Business Days' prior wri tten notice to
the Facility Agent, cancel the unutilised amount of the Commitments applicable to its
Facility in whole or in part.
Partial cancellation of the relevant Commitments must be in a minimum amount of

£5,000,000 and an integral mu ltiple of £1,000,000.
9.5.3

Any cancellation in part shall be applied against the Commitment of each Lender pro
rata.

33

alone or together with any associated person or persons) gaining control of that Borrower (for these purposes “associated person” means, in relation to any person, a person who is (i) “acting in concert” (as defined in the City Code on Takeovers and Mergers) with that person or (ii) a “connected” person (as defined in section 1122 of the Taxes Act) of that person and “control” means the relevant person satisfies any of the criteria set out in paragraphs (1)(a) to (c) of Section 1159 of the Companies Act 2006): 9.2.1 within five days of such date, that Borrower shall give notice of such change of control to the Facility Agent; 9.2.2 the Lenders and the relevant Borrower shall immediately enter into negotiations for a period of not more than 45 days from the date of the change of control with a view to agreeing whether the relevant Facility shall continue to be made available and on what terms; 9.2.3 if no such agreement is reached within the said period of 45 days then: (a) any Lender may on 10 days’ notice to the Facility Agent and to the Borrower require the repayment of its share in each Loan and cancel its Commitment; or (b) the Majority Lenders may on 10 days’ notice to the Borrower require repayment in full of all outstanding Loans and cancel the Total Commitments; and 9.2.4 a Lender shall not be obliged to fund any further loans under a Facility (except for a Rollover Loan) during the negotiation period set out in sub-clause 9.2.2, and if no agreement is reached within such negotiation period, during the 10 day notice period set out in sub-clause 9.2.3. 9.3 Voluntary prepayment 9.3.1 A Borrower may, by giving not less than five Business Days’ prior written notice to the Facility Agent, prepay any Loan at any time in whole or in part. 9.3.2 A prepayment of part of a Loan must reduce the Base Currency Amount of that Loan by a minimum amount of £1,000,000. 9.4 Automatic cancellation The Commitments of each Lender will be automatically cancelled
at the close of business on the last day of the Availability Period. 9.5 Voluntary cancellation 9.5.1 A Borrower may, by giving not less than three Business Days’ prior written notice to the Facility Agent, cancel the unutilised amount of the Commitments applicable to its Facility in whole or in part. 9.5.2 Partial cancellation of the relevant Commitments must be in a minimum amount of £5,000,000 and an integral multiple of £1,000,000. 9.5.3 Any cancellation in part shall be applied against the Commitment of each Lender pro rata. 33

9.6

Involuntary prepayment and cancellation
9.6. l

If a Borrower is, or will be, required to pay to a Lender a Tax Payment or an Increased
Cost, that Borrower may, while the requirement continues, give notice to the Facility
Agent requesting prepayment and cancellation i.n respect of that Lender.

9.6.2

After notification under sub-clause 9.6.1 above:

9.6.3

(a)

the relevant Borrower must repay or prepay that Lender's share in each Loan
made to it on the date specified in sub-clause 9.6.3 below; and

(b)

the Commitments of that Lender will be inunediately cancelled.

The date for repayment or prepayment of a Lender's share in a Loan will be the last
day of the current Term for that Loan or, if earlier, the date specified by the relevant
Borrower in its notification.

9.6.4

9.7

(a)

If any Lender becomes a Defaulting Lender, a Borrower may, at any time whilst
the Lender continues to be a Defaulting Lender, give the Facility Agent 5
Business Days' notice of cancellation of the Available Commitment of that
Lender.

(b)

On the notice referred to in paragraph (a) above becoming effective, the
Avai lable Commitment of the Defaulting Lender shall immediately be reduced
to zero.

(c)

The Facility Agent shall as soon as practicable after receipt ofa notice referred
to in paragraph (a) above, notify all the Lenders.

R&borrowingof Loans
Any vo luntary prepayment ofa Loan may be re-borrowed on the tenns of th is Agreement. Any
mandatory or involuntary prepayment of a Loan may not be re-borrowed.

9.8

Mis::ellanoous provisions
9.8. I

Any notice of prepayment and/or cancellation under this Agreement is irrevocable and
must specify the relevant date(s) and the affected Facility, Loans and Commitments.
The Facility Agent must notify the Lenders promptly of receipt of any such notice.

9.8.2

Unless required otherwise pursuant to this Agreement, all prepayments made under this
Agreement, including pursuant to Clause 9.2 (l\.llaroatory prEµlynent - chanJe of
rontrol), shall be app lied:
(a)

pro rata to each Lender's participation in such Loan; and

(b)

against the relevant Facility of the Borrower making that prepayment,

save that the provisions of this sub-clause 9.8.2 shall not apply to any prepayments
made in accordance with sub-clause 9.1.3 or paragraph (a) of sub-clause 9.2.3.
9.8.3

All prepayments under this Agreement must be made with accrued interest on the
amount prepaid. No premium or penalty is payable in respect of any prepayment except
for Break Costs.
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9.6 Involuntary prepayment and cancellation 9.6.1 If a Borrower is, or will be, required to pay to a Lender a Tax Payment or an Increased Cost, that Borrower may, while the requirement continues, give notice to the Facility Agent requesting prepayment and cancellation in respect of that Lender. 9.6.2 After notification under sub-clause 9.6.1 above: (a) the relevant Borrower must repay or prepay that Lender’s share in each Loan made to it on the date specified in sub-clause 9.6.3 below; and (b) the Commitments of that Lender will be immediately cancelled. 9.6.3 The date for repayment or prepayment of a Lender’s share in a Loan will be the last day of the current Term for that Loan or, if earlier, the date specified by the relevant Borrower in its notification. 9.6.4 (a) If any Lender becomes a Defaulting Lender, a Borrower may, at any time whilst the Lender continues to be a Defaulting Lender, give the Facility Agent 5 Business Days’ notice of cancellation of the Available Commitment of that Lender. (b) On the notice referred to in paragraph (a) above becoming effective, the Available Commitment of the Defaulting Lender shall immediately be reduced to zero. (c) The Facility Agent shall as soon as practicable after receipt of a notice referred to in paragraph (a) above, notify all the Lenders. 9.7 Re-borrowing of Loans Any voluntary prepayment of a Loan may be re-borrowed on the terms of this Agreement. Any mandatory or involuntary prepayment of a Loan may not be re-borrowed. 9.8 Miscellaneous provisions 9.8.1 Any notice of prepayment and/or cancellation under this Agreement is irrevocable and must specify the relevant date(s) and the affected Facility, Loans and Commitments. The Facility Agent must notify the Lenders promptly of receipt of any such notice. 9.8.2 Unless required otherwise pursuant to this Agreement, all prepayments made under this Agreement, including pursuant to Clause 9.2 (Mandatory prepayment - change of control),
shall be applied: (a) pro rata to each Lender’s participation in such Loan; and (b) against the relevant Facility of the Borrower making that prepayment, save that the provisions of this sub-clause 9.8.2 shall not apply to any prepayments made in accordance with sub-clause 9.1.3 or paragraph (a) of sub-clause 9.2.3. 9.8.3 All prepayments under this Agreement must be made with accrued interest on the amount prepaid. No premium or penalty is payable in respect of any prepayment except for Break Costs. 34

9.8.4

The Majority Lenders may agree to a shorter notice period for a voluntary prepayment
or a voluntary cancellation.

9.8.S

No prepayment or cancellation is allowed except in accordance with the express terms
of this Agreement.

9.8.6

Subject to Clause 2.2 (locrease), no amount of the Total Conunitments cancelled under
th is Agreement may subsequently be reinstated.

10.

INfERESf

10.1

CalculationofintErESt
The rate of interest on each Loan for each Term is the percentage rate per annum equal to the
aggregate of the applicable:
I0.1.1 Margin; and
I0. 1.2 LIBOR or, in relation to any Loan in euro, EURIBOR.

I 0.2

Paymmt of intErESt
Except where it is provided to the contrary in this Agreement, each Borrower must pay accrued
interest on each Loan made to it on the last day of each Term and also, if the Term is longer
than six months, on the dates falling at six-monthly intervals after the first day of that Term.

10.3

Inta-est on overdue amounts
10.3. l If a Borrower fails to pay any amount payable by it under the Finance Documents on
its due date, it must immediately on demand by the Facility Agent pay interest on the
overdue amount from its due date up to the date of actual payment, both before, on and
after judgment.
10.3.2 Interest on an overdue amount is payable at a rate detennined by the Facility Agent to
be one per cent. per annum above the rate which would have been payable if the overdue
amount had, during the period of non-payment, constituted a Loan in the currency of
the overdue amount. For this purpose, the Facility Agent may (acti ng reasonably):
(a)

select successive Tenns of any duration of up to three months; and

(b)

determine the appropriate Quotation Day for that Tenn.

I0.3.3 Notwithstanding sub-clause I0.3.2 above, if the overdue amount is a principal amount
of a Loan and becomes due and payable prior to the last day of its cun-ent Term, then:
(a)

the first Term for that overdue amount will be the unexpired portion of that
Term; and

(b)

the rate of interest on the overdue amount for that first Tenn will be one per
cent. per annum above the rate then payable on that Loan.

After the expiry of the first Tenn for that overdue amount, the rate on the overdue
amount will be calculated in accordance with sub-clause 10.3.2 above.
10.3 .4 Interest (if unpaid) on an overdue amount will be compounded with that overdu.e
amount at the end of each of its Terms but will remain immediately due and payable.
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9.8.4 The Majority Lenders may agree to a shorter notice period for a voluntary prepayment or a voluntary cancellation. 9.8.5 No prepayment or cancellation is allowed except in accordance with the express terms of this Agreement. 9.8.6 Subject to Clause 2.2 (Increase), no amount of the Total Commitments cancelled under this Agreement may subsequently be reinstated. 10. INTEREST 10.1 Calculation of interest The rate of interest on each Loan for each Term is the percentage rate per annum equal to the aggregate of the applicable: 10.1.1 Margin; and 10.1.2 LIBOR or, in relation to any Loan in euro, EURIBOR. 10.2 Payment of interest Except where it is provided to the contrary in this Agreement, each Borrower must pay accrued interest on each Loan made to it on the last day of each Term and also, if the Term is longer than six months, on the dates falling at six-monthly intervals after the first day of that Term. 10.3 Interest on overdue amounts 10.3.1 If a Borrower fails to pay any amount payable by it under the Finance Documents on its due date, it must immediately on demand by the Facility Agent pay interest on the overdue amount from its due date up to the date of actual payment, both before, on and after judgment. 10.3.2 Interest on an overdue amount is payable at a rate determined by the Facility Agent to be one per cent. per annum above the rate which would have been payable if the overdue amount had, during the period of non-payment, constituted a Loan in the currency of the overdue amount. For this purpose, the Facility Agent may (acting reasonably): (a) select successive Terms of any duration of up to three months; and (b) determine the appropriate Quotation Day for that Term. 10.3.3 Notwithstanding sub-clause 10.3.2 above, if the overdue amount is a principal amount of a Loan and becomes due and payable prior to the last day of its current Term, then: (a) the first Term for that overdue amount will be the unexpired portion of that
Term; and (b) the rate of interest on the overdue amount for that first Term will be one per cent. per annum above the rate then payable on that Loan. After the expiry of the first Term for that overdue amount, the rate on the overdue amount will be calculated in accordance with sub-clause 10.3.2 above. 10.3.4 Interest (if unpaid) on an overdue amount will be compounded with that overdue amount at the end of each of its Terms but will remain immediately due and payable. 35

I0.4

Notification of rates of interest
The Facility Agent must promptly notify each re levant Party of the determination of a rate of
interest under this Agreement.

11.

TERMS

11.1

SEioction
11. I. I Each Loan has one Term only.
I I. I .2 A Borrower must select the Term for a Loan in the relevant Request.
11.1.3 Subject to the following provisions of this Clause, each Term for a Loan will be one,
three or six months or for a period of one to thirty days or any other period agreed
between a Bon-ower and the Lenders.

11.1.4 A Bon-ower shall not use its right under paragraph 11.1.3 above to select for a Loan a
Term of less than one month's duration more than six times in any calendar year.
11 .1 .5 A Term for a Loan shall start on the Drawdown Date for that Loan.

I I .2

No overrunning the Final Maturity Date
lf a Term would otherwise overrun the Final Maturity Date, it will be shortened so that it ends
on ihe Final Maturity Date.

11 .3

Notification
The Facility Agent must notify the relevant Bon-ower and the Lenders of the duration of each
Term promptly after ascertaining its duration.

12.

CHANGES TO THE CALCULATION OF INTEREST

12.1

Unavailability of Screen Rate

12.1.1 ln!Erp:>lab:rl Screen Fate If no Screen Rate is available for LIBOR or, if app licable,
EURIBOR for the Term of a Loan, the applicable LIBOR or EURlBOR shall be the
Tnterpolated Screen Rate for a period equal in length to the Tenn of that Loan.

12.1.2 9x>rtena:1Ta:m If no Screen Rate is available for UBOR or, if applicable, EURIBOR
for:
(a)

the currency of a Loan; or

(b)

the Tem1 of a Loan and it is not possible to calculate the Interpolate.cl Screen
Rate,

the Term of that Loan shall (if it is longer than the applicable Fallback Term) be
shortened to the applicable Fallback Tenn and the app li cable LIBOR or EURIBOR for
that shortened Term shall be determined pursuant to the definition of " LIBOR" or
" EURI BOR" as applicable.
12.1.3 9x>rtena:l Terman:! Historic Screen Fate If the Term of a Loan is, after giving effect
to paragraph 12.1.2 above, either the applicable Fallback Term or shorter than the
applicable Fallback Term and, in either case, no Screen Rate is available for LIBOR or,
if applicab le EURIBOR for:
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10.4 Notification of rates of interest The Facility Agent must promptly notify each relevant Party of the determination of a rate of interest under this Agreement. 11. TERMS 11.1 Selection 11.1.1 Each Loan has one Term only. 11.1.2 A Borrower must select the Term for a Loan in the relevant Request. 11.1.3 Subject to the following provisions of this Clause, each Term for a Loan will be one, three or six months or for a period of one to thirty days or any other period agreed between a Borrower and the Lenders. 11.1.4 A Borrower shall not use its right under paragraph 11.1.3 above to select for a Loan a Term of less than one month’s duration more than six times in any calendar year. 11.1.5 A Term for a Loan shall start on the Drawdown Date for that Loan. 11.2 No overrunning the Final Maturity Date If a Term would otherwise overrun the Final Maturity Date, it will be shortened so that it ends on the Final Maturity Date. 11.3 Notification The Facility Agent must notify the relevant Borrower and the Lenders of the duration of each Term promptly after ascertaining its duration. 12. CHANGES TO THE CALCULATION OF INTEREST 12.1 Unavailability of Screen Rate 12.1.1 Interpolated Screen Rate: If no Screen Rate is available for LIBOR or, if applicable, EURIBOR for the Term of a Loan, the applicable LIBOR or EURIBOR shall be the Interpolated Screen Rate for a period equal in length to the Term of that Loan. 12.1.2 Shortened Term: If no Screen Rate is available for LIBOR or, if applicable, EURIBOR for: (a) the currency of a Loan; or (b) the Term of a Loan and it is not possible to calculate the Interpolated Screen Rate, the Term of that Loan shall (if it is longer than the applicable Fallback Term) be shortened to the applicable Fallback Term and the applicable LIBOR or EURIBOR for that shortened Term shall be determined pursuant to the definition of “LIBOR” or “EURIBOR” as applicable. 12.1.3 Shortened Term and Historic Screen Rate: If
the Term of a Loan is, after giving effect to paragraph 12.1.2 above, either the applicable Fallback Term or shorter than the applicable Fallback Term and, in either case, no Screen Rate is available for LIBOR or, if applicable EURIBOR for: 36

(a)

the currency of that Loan; or

(b)

the Term of tbat Loan and it is not possible to calculate the Interpolated Screen
Rate,

the applicable LIBOR or EURIBOR shall be the Historic Screen Rate for that Loan.
12.1.4

9¥::>rtena:l Term and lnta:]X)lata:l Historic S::reen Rate If paragraph 12.1.3 above
applies but no Historic Screen Rate is availab le for the Term of the Loan, the applicab le
LIBOR or EURIBOR shall be the Interpolated Historic Screen Rate for a period equal
in length to the Tenn of that Loan.

12.1.5 Reference Bank Rate If paragraph 12.1.4 above applies but it is not possible to
calculate the lnterpolate.cl Historic Screen Rate, the Term of that Loan shall, i.f it has
been shortened pursuant to paragraph 12. l .2 above, revert to its previous length and the
applicable LIB OR or EURIBOR shall be the Reference Bank Rate as of the Specified
Time for tbe currency of that Loan and for a period equal in length to the Term of that
Loan.
12.1.6

Cost of ftmds: If paragraph 12.1.5 above app lies but no Reference Bank Rate is
available for the relevant currency or Term there shall be no LIBOR or EURIBOR for
that Loan and Clause 12.4 (Cost of funds) shall apply to tbat Loan for that Term.

12.2

Calculation of Refa:-ence Bank Rate
12.2.1 Subject to paragraph 12.2.2 below, if LIBOR or EURIBOR (as applicable) is to be
determined on the basis of a Reference Bank Rate but a Reference Bank does not supply
a q uo tation by the Specified Ti me, the Reference Bank Rate shall be calculated on the
basis oftbe quotations of the remaining Reference Banks.
12.2.2 If at or about noon on the Q uotation Day, none or only one of the Reference Banks
supplies a quotation, tbere shall be no Reference Bank Rate for the relevant Term.

12.3

Market disruption

If before close of business in London on the Quotation Day for the relevant Term, the Facility
Agent receives notification from a Lender or Lenders (whose participations in the relevant Loan
exceed 50% of that Loan) that the cost to it (or them) of funding its participation in that Loan
from whatever source it may reasonably select would be in excess of LlBOR or, if applicable,
EURJBOR then Clause 12.4 (Costofftmds) shall apply to that Loan for the relevant Tenn.
12.4

Cost of funds
12.4.1 If this Clause 12.4 (Costofftmds) applies, the rate of interest on each Lender's share of
the relevant Loan for the re levant Term sba ll be the percentage rate per annum wbicb
is the sum of:
(a)

the Margin; and

(b)

the rate notified to the Facility Agent by that Lender as soon as practicable and
in any event before interest is due to be paid in respect of that Tenn, to be that
which expresses as a percentage rate per annum the cost to the relevant Lender
of funding its participation in that Loan from whatever source it may reasonably
select.

12.4.2 If this Clause 12.4 (Costofftmds) applies and the Facility Agent or the Borrower (i) to
whom tbe relevant Loan is outstanding and/or (ii) which has requested the relevant
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(a) the currency of that Loan; or (b) the Term of that Loan and it is not possible to calculate the Interpolated Screen Rate, the applicable LIBOR or EURIBOR shall be the Historic Screen Rate for that Loan. 12.1.4 Shortened Term and Interpolated Historic Screen Rate: If paragraph 12.1.3 above applies but no Historic Screen Rate is available for the Term of the Loan, the applicable LIBOR or EURIBOR shall be the Interpolated Historic Screen Rate for a period equal in length to the Term of that Loan. 12.1.5 Reference Bank Rate: If paragraph 12.1.4 above applies but it is not possible to calculate the Interpolated Historic Screen Rate, the Term of that Loan shall, if it has been shortened pursuant to paragraph 12.1.2 above, revert to its previous length and the applicable LIBOR or EURIBOR shall be the Reference Bank Rate as of the Specified Time for the currency of that Loan and for a period equal in length to the Term of that Loan. 12.1.6 Cost of funds: If paragraph 12.1.5 above applies but no Reference Bank Rate is available for the relevant currency or Term there shall be no LIBOR or EURIBOR for that Loan and Clause 12.4 (Cost of funds) shall apply to that Loan for that Term. 12.2 Calculation of Reference Bank Rate 12.2.1 Subject to paragraph 12.2.2 below, if LIBOR or EURIBOR (as applicable) is to be determined on the basis of a Reference Bank Rate but a Reference Bank does not supply a quotation by the Specified Time, the Reference Bank Rate shall be calculated on the basis of the quotations of the remaining Reference Banks. 12.2.2 If at or about noon on the Quotation Day, none or only one of the Reference Banks supplies a quotation, there shall be no Reference Bank Rate for the relevant Term. 12.3 Market disruption If before close of business in London on the Quotation Day for the relevant Term, the Facility Agent receives notification from a Lender or Lenders (whose participations in the relevant Loan exceed 50% of that Loan) that th
cost to it (or them) of funding its participation in that Loan from whatever source it may reasonably select would be in excess of LIBOR or, if applicable, EURIBOR then Clause 12.4 (Cost of funds) shall apply to that Loan for the relevant Term. 12.4 Cost of funds 12.4.1 If this Clause 12.4 (Cost of funds) applies, the rate of interest on each Lender’s share of the relevant Loan for the relevant Term shall be the percentage rate per annum which is the sum of: (a) the Margin; and (b) the rate notified to the Facility Agent by that Lender as soon as practicable and in any event before interest is due to be paid in respect of that Term, to be that which expresses as a percentage rate per annum the cost to the relevant Lender of funding its participation in that Loan from whatever source it may reasonably select. 12.4.2 If this Clause 12.4 (Cost of funds) applies and the Facility Agent or the Borrower (i) to whom the relevant Loan is outstanding and/or (ii) which has requested the relevant 37

Loan so require, the Facility Agent and that Borrower shall enter into negotiations (for
a period of not more than thirty days) with a view to agreeing a substitute basis for
detennining the rate of interest.
12.4.3 Any alternative basis agreed pursuant to paragraph 12.4.2 above shall, with the prior
consent of all the Lenders and the relevant Borrower, be binding on all Parties.
12.4.4 Tfthis Clause 12.4 (Costoffurx:ls) applies pursuant to Clause 12.3 (l\1arladisruption)
and:
(a)

a Lender's Funding Rate is less than LIBOR or, in relation to any Loan in euro,
EURIBOR; or

(b)

a Lender does not supply a quotation by the time specified in subclause I 2 .4. I (b) above,

the cost to that Lender of funding its participation in that Loan for that Tenn shall be
deemed, for the purposes of sub-clause 12.4. 1 above, to be UBOR or, in relation to a
Loan in euro, EURJBOR.
12.5

N:>tification to Company
If Clause 12.4 (Costoffurx:ls) app lies the Facility Agent shall, as soon as is practicable, notify
the relevant Borrower(s).

12.6

Braik Costs
12.6.1 Each Borrower shall, within three Business Days of demand by a Finance Party, pay to
that Finance Party its Break Costs attributable to all or any part of a Loan or Unpaid
Sum being paid by that Borrower on a day other than the last day of a Term for that
Loan or Unpaid Sum.
12.6.2 Each Lender shall, as soon as reasonably practicable after a demand by the Facility
Agent, provide a certificate confirming the amount of its Break Costs for any term in
wh ich they accrue.

13.

TAX GROSS-UP AND INDEMNITIES

13. I

DEfini.tions
13. 1.1 In th is Agreement:

"Borrower DTfP Filing" means an H.M. Revenue & Customs' Form DTTP2 duly
completed and filed by the relevant Borrower, which:
(a)

where it relates to a Treaty Lender that is an Original Lender, contains the
scheme reference number and j urisdiction of tax residence stated opposite that
Lender's name in Schedule I (Original Parties), and is filed with HM Revenue
& Customs within 30 days of the date of this Agreement; or

(b)

where it relates to a Treaty Lender that is not an Original Lender, contains the
scheme reference number and jurisdiction of tax residence stated in respect of
that Lender in the documentation which it executes on becoming a Party as a
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Loan so require, the Facility Agent and that Borrower shall enter into negotiations (for a period of not more than thirty days) with a view to agreeing a substitute basis for determining the rate of interest. 12.4.3 Any alternative basis agreed pursuant to paragraph 12.4.2 above shall, with the prior consent of all the Lenders and the relevant Borrower, be binding on all Parties. 12.4.4 If this Clause 12.4 (Cost of funds) applies pursuant to Clause 12.3 (Market disruption) and: (a) a Lender’s Funding Rate is less than LIBOR or, in relation to any Loan in euro, EURIBOR; or (b) a Lender does not supply a quotation by the time specified in sub- clause 12.4.1(b) above, the cost to that Lender of funding its participation in that Loan for that Term shall be deemed, for the purposes of sub-clause 12.4.1 above, to be LIBOR or, in relation to a Loan in euro, EURIBOR. 12.5 Notification to Company If Clause 12.4 (Cost of funds) applies the Facility Agent shall, as soon as is practicable, notify the relevant Borrower(s). 12.6 Break Costs 12.6.1 Each Borrower shall, within three Business Days of demand by a Finance Party, pay to that Finance Party its Break Costs attributable to all or any part of a Loan or Unpaid Sum being paid by that Borrower on a day other than the last day of a Term for that Loan or Unpaid Sum. 12.6.2 Each Lender shall, as soon as reasonably practicable after a demand by the Facility Agent, provide a certificate confirming the amount of its Break Costs for any term in which they accrue. 13. TAX GROSS-UP AND INDEMNITIES 13.1 Definitions 13.1.1 In this Agreement: “Borrower DTTP Filing” means an H.M. Revenue & Customs’ Form DTTP2 duly completed and filed by the relevant Borrower, which: (a) where it relates to a Treaty Lender that is an Original Lender, contains the scheme reference number and jurisdiction of tax residence stated opposite that Lender's name in Schedule 1 (Original Parties), and is filed with HM Revenue & Customs
within 30 days of the date of this Agreement; or (b) where it relates to a Treaty Lender that is not an Original Lender, contains the scheme reference number and jurisdiction of tax residence stated in respect of that Lender in the documentation which it executes on becoming a Party as a 38

Lender and is filed with HM Revenue & Customs witl1in 30 days of the date
on which that Treaty Lender becomes a Party as a Lender.

"Protoct:Erl Party'' means a Finance Party which is or will be subject to any liability,
or required to make any payment, for or on account of Tax in relation to a sum received
or receivable (or any sum deemed for the purposes of Tax to be received or receivable)
under a Finance Document.

"OualifyingLm.der' means:
(a)

a Lender (other than a Lender within paragraph (b) below) which is beneficially
entitled to interest payable to that Lender in respect of an advance under a
Finance Document and is:
(i)

(ii)

a Lender:
(A)

which is a bank (as defined for the purpose of section 879 of
the !TA) making an advance under a Finance Document and is
within the charge to United Kingdom corporation tax as
respects any payments of interest made in respect of that
advance or which would be within such charge as respects such
payments apart from section 18A of the CTA; or

(B)

in respect of an advance made under a Finance Document by a
person that was a bank (as defined for the purpose of section
879 of the lT A) at the time that that advance was made and
within the charge to United Kingdom corporation tax as
respects any payments of interest made in respect of that
advance; o r

a Lender which is:
(A)

a company resident in the United Kingdom for United
Kingdom tax purposes;

(8)

(C)

(iii)

a partnership each member of which is:

(I)

a company so resident in the United Kingdom; or

(2)

a company not so resident in tbe United Kingdom
which carries on a trade in the United Kingdom
through a permanent establishment and wb.ich brings
into account in computing its chargeable profits
(within the meaning of section 19 of the CTA) the
whole of any share of interest payable in respect of that
advance that falls to it by reason of Part 17 of the CTA;
or

a company not so resident i.n the United Kingdom w hich
cauies on a trade in the United K ingdom through a pem1anent
establishment and which brings into account interest payable
in respect of that advance in computing the chargeable profits
(within the meaning of section 19 of the CTA) of tbat
company; or

a Treaty Lender; or
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Lender and is filed with HM Revenue & Customs within 30 days of the date on which that Treaty Lender becomes a Party as a Lender. “Protected Party” means a Finance Party which is or will be subject to any liability, or required to make any payment, for or on account of Tax in relation to a sum received or receivable (or any sum deemed for the purposes of Tax to be received or receivable) under a Finance Document. “Qualifying Lender” means: (a) a Lender (other than a Lender within paragraph (b) below) which is beneficially entitled to interest payable to that Lender in respect of an advance under a Finance Document and is: (i) a Lender: (A) which is a bank (as defined for the purpose of section 879 of the ITA) making an advance under a Finance Document and is within the charge to United Kingdom corporation tax as respects any payments of interest made in respect of that advance or which would be within such charge as respects such payments apart from section 18A of the CTA; or (B) in respect of an advance made under a Finance Document by a person that was a bank (as defined for the purpose of section 879 of the ITA) at the time that that advance was made and within the charge to United Kingdom corporation tax as respects any payments of interest made in respect of that advance; or (ii) a Lender which is: (A) a company resident in the United Kingdom for United Kingdom tax purposes; (B) a partnership each member of which is: (1) a company so resident in the United Kingdom; or (2) a company not so resident in the United Kingdom which carries on a trade in the United Kingdom through a permanent establishment and which brings into account in computing its chargeable profits (within the meaning of section 19 of the CTA) the whole of any share of interest payable in respect of that advance that falls to it by reason of Part 17 of the CTA; or (C) a company not so resident in the United Kingdom which carries on a trade in the United
Kingdom through a permanent establishment and which brings into account interest payable in respect of that advance in computing the chargeable profits (within the meaning of section 19 of the CTA) of that company; or (iii) a Treaty Lender; or 39

(b)

a Lender which is a building society (as defined for the purpose of section 880
of the ITA) making an advance under a Finance Document.

"Tax Confirmation" means a confirmation by a Lender that the person beneficially
entitl.ed to interest payable to that Lender i11 respect of an advance under a Finance
Document is either:
(a)

a company resident in the United Kingdom for United Kingdom tax purposes;

(b)

a partnership each member of which is:

(c)

(i)

a company so resident in the United Kingdom; or

(ii)

a company not so resident in the United Kingdom which carries on a
trade in the United Kingdom through a permanent establishment and
which brings into account in computing its chargeable profits (within
the meaning of section 19 of the CTA) the whole of any share of
interest payable in respect of that advance that falls to it by reason of
Part I 7 of the CTA; or

a company not so resident in the Un ited Kingdom which carries on a trade in
the United Kingdom through a permanent establishment and which brings into
account interest payable in respect of that advance in computing the chargeable
profits (within the meaning of section 19 of the CTA) of that company.

"Tax Cre:l:it" means a credit against, relief or remission for, or repayment of any Tax.

"Trwty Lenda-" means a Lender which:
(a)

is treated as a resident of a Treaty State for the purposes of the Treaty;

(b)

does not carry on a business in the Un ited Kingdom thrnugh a permanent
establishment with which that Lender's participation in the Loan is effectively
connected: and

(c)

meets all other conditions which must be met under the Treaty for residents of
such Treaty State to obtain full exemption from tax on interest imposed by the
United Kingdom, except that for this purpose it shall be assumed that the
follow ing are satisfied:
(i)

any condition which relates (expressly or by implication) to the
amounts or terms of any Loan or the Finance Documents or any
condition which relates (expressly or by implication) to there not being
a special relationship between a Borrower and the Finance Party or
between them both and another person; and

(ii)

any necessary procedural formality.

"Trrety State" means a jurisdiction having a double taxation agreement (a "Trrety")
with the United Kingdom which makes provision for full exemption from tax imposed
by the United Kingdom on interest.
"UK Non-Bank Lender'' means wbere a Lender becomes a Party after the day on
which this Agreement is entered into, a Lender which gives a Tax Confim1ation in the
assignment agreement or Transfer Certificate which it executes on becoming a Party.
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(b) a Lender which is a building society (as defined for the purpose of section 880 of the ITA) making an advance under a Finance Document. “Tax Confirmation” means a confirmation by a Lender that the person beneficially entitled to interest payable to that Lender in respect of an advance under a Finance Document is either: (a) a company resident in the United Kingdom for United Kingdom tax purposes; (b) a partnership each member of which is: (i) a company so resident in the United Kingdom; or (ii) a company not so resident in the United Kingdom which carries on a trade in the United Kingdom through a permanent establishment and which brings into account in computing its chargeable profits (within the meaning of section 19 of the CTA) the whole of any share of interest payable in respect of that advance that falls to it by reason of Part 17 of the CTA; or (c) a company not so resident in the United Kingdom which carries on a trade in the United Kingdom through a permanent establishment and which brings into account interest payable in respect of that advance in computing the chargeable profits (within the meaning of section 19 of the CTA) of that company. “Tax Credit” means a credit against, relief or remission for, or repayment of any Tax. “Treaty Lender” means a Lender which: (a) is treated as a resident of a Treaty State for the purposes of the Treaty; (b) does not carry on a business in the United Kingdom through a permanent establishment with which that Lender’s participation in the Loan is effectively connected; and (c) meets all other conditions which must be met under the Treaty for residents of such Treaty State to obtain full exemption from tax on interest imposed by the United Kingdom, except that for this purpose it shall be assumed that the following are satisfied: (i) any condition which relates (expressly or by implication) to the amounts or terms of any Loan or the Finance Documents or any condition which relates (expressly
or by implication) to there not being a special relationship between a Borrower and the Finance Party or between them both and another person; and (ii) any necessary procedural formality. “Treaty State” means a jurisdiction having a double taxation agreement (a “Treaty”) with the United Kingdom which makes provision for full exemption from tax imposed by the United Kingdom on interest. “UK Non-Bank Lender” means where a Lender becomes a Party after the day on which this Agreement is entered into, a Lender which gives a Tax Confirmation in the assignment agreement or Transfer Certificate which it executes on becoming a Party. 40

13.1.2 Unless a contrary indication appears, in this Clause 13 a reference to " determines" or
"detennioed" means a determination made in the absolute discretion of the person
making the determination.
13.2

Tax gross-up
13.2. l Each Borrower shall make all payments to be made by it without any Tax Deduction,
un less a Tax Deduction is required by law.
13.2.2 Each Borrower shall promptly upon becoming aware that it must make a Tax Deduction
(or that there is any change in the rate or the basis of a Tax Deduction) notify the Facility
Agent accordingly. Similarly, a Lender shall notify the Facility Agent on becoming so
aware in respect of a payment payable to that Lender. If the Facility Agent receives
such notification from a Lender it shall notify the relevant Borrower.
13.2.3 If a Tax Deduction is required by law to be made by a Borrower, the amount of the
payment due from that Borrower shall be increased to an amount which (after making
any Tax Deduction) leaves an amount equal to the payment which would have been
due if no Tax Deduction had been required.
13.2.4 A payment shall not be increased under sub-clause 13.2.3 above by reason of a Tax
Deduction on account of Tax imposed by the United Kingdom, if on tbe date on whicb
the payment falls due:
(a)

the payment could have been made to the relevant Lender without a Tax
Deduction if the Lender had been a Qualifying Lender, but on that date that
Lender is not or has ceased to be a Qualifying Lender other than as a result of
any change after the date it became a Lender under this Agreement in (or in the
interpretation, adm inistration, or application of) any law or Treaty, or any
published practice or published concession of any relevant taxing authority; or

(b)

the relevant Lender is a Qualifying Lender solely by virtue of paragraph (a)(ii)
of the definition of Qualifying Lender and:

(c)

(d)

(i)

an officer of H.M. Revenue & Customs has given (and not revoked) a
direction (a "DirEciion") under section 931 of the !TA which relates to
the payment and that Lender has received from the Borrower making
the payment a certified copy of that Direction; and

(ii)

the payment could have been made to the Lender without any Tax
Deduction if that Direction had not been made; or

the relevant Lender is a Qualifying Lender solely by virtue of paragraph (a)(ii)
of the definition of Qualifying Lender and:

(i)

the relevant Lender has not given a Tax Confinnation to the Borrowers;
and

(ii)

the payment could bave been made to tbe Lender without any Tax
Deduction if the Lender had given a Tax Confirmation to the
Borrowers on the basis that the Tax Confirmation would have enabled
the Borrowers to have formed a reasonable belief that the payment was
an "excepted payment" for the purpose of section 930 of the IT A; or

the relevant Lender is a Treaty Lender and the Borrower making the payment
is able to demonstrate that the payment could have been made to the Lender
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13.1.2 Unless a contrary indication appears, in this Clause 13 a reference to “determines” or “determined” means a determination made in the absolute discretion of the person making the determination. 13.2 Tax gross-up 13.2.1 Each Borrower shall make all payments to be made by it without any Tax Deduction, unless a Tax Deduction is required by law. 13.2.2 Each Borrower shall promptly upon becoming aware that it must make a Tax Deduction (or that there is any change in the rate or the basis of a Tax Deduction) notify the Facility Agent accordingly. Similarly, a Lender shall notify the Facility Agent on becoming so aware in respect of a payment payable to that Lender. If the Facility Agent receives such notification from a Lender it shall notify the relevant Borrower. 13.2.3 If a Tax Deduction is required by law to be made by a Borrower, the amount of the payment due from that Borrower shall be increased to an amount which (after making any Tax Deduction) leaves an amount equal to the payment which would have been due if no Tax Deduction had been required. 13.2.4 A payment shall not be increased under sub-clause 13.2.3 above by reason of a Tax Deduction on account of Tax imposed by the United Kingdom, if on the date on which the payment falls due: (a) the payment could have been made to the relevant Lender without a Tax Deduction if the Lender had been a Qualifying Lender, but on that date that Lender is not or has ceased to be a Qualifying Lender other than as a result of any change after the date it became a Lender under this Agreement in (or in the interpretation, administration, or application of) any law or Treaty, or any published practice or published concession of any relevant taxing authority; or (b) the relevant Lender is a Qualifying Lender solely by virtue of paragraph (a)(ii) of the definition of Qualifying Lender and: (i) an officer of H.M. Revenue & Customs has given (and not revoked) a direction (a “Direction”) under
section 931 of the ITA which relates to the payment and that Lender has received from the Borrower making the payment a certified copy of that Direction; and (ii) the payment could have been made to the Lender without any Tax Deduction if that Direction had not been made; or (c) the relevant Lender is a Qualifying Lender solely by virtue of paragraph (a)(ii) of the definition of Qualifying Lender and: (i) the relevant Lender has not given a Tax Confirmation to the Borrowers; and (ii) the payment could have been made to the Lender without any Tax Deduction if the Lender had given a Tax Confirmation to the Borrowers on the basis that the Tax Confirmation would have enabled the Borrowers to have formed a reasonable belief that the payment was an “excepted payment” for the purpose of section 930 of the ITA; or (d) the relevant Lender is a Treaty Lender and the Borrower making the payment is able to demonstrate that the payment could have been made to the Lender 41

without the Tax Deduction had that Lender complied with its obligations under
sub-clause 13.2.7 or 13.2.10 (as applicable) below.
I 3.2.5 If a Borrower is required to make a Tax Deduction, that Borrower shall make that Tax
Deduction and any payment required in connection with that Tax Deduction within the
time allowed and in the minimum amount required by law.
13.2.6 Within thirty days of making either a Tax Deduction or any payment required in
connection with that Tax Deduction, the Borrower making that Tax Deduction shall
de liver to the Facility Agent for the Finance Party entitled to the payment a statement
under Section 975 of the ITA, or other evidence reasonably satisfactory to that Finance
Party that the Tax Deduction has been made or (as applicable) any appropriate payment
paid to the relevant taxing authority.
13.2.7
(a)

Subject to paragraph (b) below, a Treaty Lender and the Borrower which makes
a payment to which that Treaty Lender is entitled shall co-operate in completing
any procedural formalities necessary for that Borrower to obtain authorisation
to make that payment without a Tax Deduction.

(b)
(i)

A Treaty Lender which becomes a Party on the day on which this
Agreement is entered into that holds a passport tmder the HMRC DT
Treaty Passport scheme, and which wishes that scheme to apply to this
Agreement, shall confirrn its scheme reference number and its
jurisdiction of tax residence opposite its name in Schedule I (Original
Parties); and

(ii)

A Treaty Lender which is not an Original Lender and that holds a
passport under the HMRC DT Treaty Passport Scheme, and which
wishes that scheme to apply to this Agreement, shall confirm its
scheme reference number and its jurisdiction of tax residence in the
documentation which it executes on becoming a Party as a Lender,

and having done so, that Lender shall be under no obligation pursuant to
paragraph (a) above.
(c)

Each Lender that includes the confirmation described in paragraph 13.2.7(b)(i)
above in Schedule I (The Original Parties) or the confirmation described in
paragraph 13.2.7(b)(ii) above in the documentation which it executes on
becoming a Party as Lender, thereby notifies each Borrower that, to the extent
that that Lender is a Lender under a Facility made available to that Borrower
and the HMRC DT Treaty Passport scheme is to apply in respect of that
Lender's Commitment(s) or its participation in any Loan to that Borrower, that
Borrower must file a Borrower DTTP Filjng.

13.2.8 A UK Non-Bank Lender which becomes a Party on the day on which this Agreement
is entered into gives a Tax Confirmation to the Borrowers by entering into this
Agreement.
13.2.9 A UK Non-Bank Lender shall promptly notify the Borrowers and the Facility Agent if
there is any change in the position from that set out in the Tax Confirmation.
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without the Tax Deduction had that Lender complied with its obligations under sub-clause 13.2.7 or 13.2.10 (as applicable) below. 13.2.5 If a Borrower is required to make a Tax Deduction, that Borrower shall make that Tax Deduction and any payment required in connection with that Tax Deduction within the time allowed and in the minimum amount required by law. 13.2.6 Within thirty days of making either a Tax Deduction or any payment required in connection with that Tax Deduction, the Borrower making that Tax Deduction shall deliver to the Facility Agent for the Finance Party entitled to the payment a statement under Section 975 of the ITA, or other evidence reasonably satisfactory to that Finance Party that the Tax Deduction has been made or (as applicable) any appropriate payment paid to the relevant taxing authority. 13.2.7 (a) Subject to paragraph (b) below, a Treaty Lender and the Borrower which makes a payment to which that Treaty Lender is entitled shall co-operate in completing any procedural formalities necessary for that Borrower to obtain authorisation to make that payment without a Tax Deduction. (b) (i) A Treaty Lender which becomes a Party on the day on which this Agreement is entered into that holds a passport under the HMRC DT Treaty Passport scheme, and which wishes that scheme to apply to this Agreement, shall confirm its scheme reference number and its jurisdiction of tax residence opposite its name in Schedule 1 (Original Parties); and (ii) A Treaty Lender which is not an Original Lender and that holds a passport under the HMRC DT Treaty Passport Scheme, and which wishes that scheme to apply to this Agreement, shall confirm its scheme reference number and its jurisdiction of tax residence in the documentation which it executes on becoming a Party as a Lender, and having done so, that Lender shall be under no obligation pursuant to paragraph (a) above. (c) Each Lender that includes the confirmation
described in paragraph 13.2.7(b)(i) above in Schedule 1 (The Original Parties) or the confirmation described in paragraph 13.2.7(b)(ii) above in the documentation which it executes on becoming a Party as Lender, thereby notifies each Borrower that, to the extent that that Lender is a Lender under a Facility made available to that Borrower and the HMRC DT Treaty Passport scheme is to apply in respect of that Lender’s Commitment(s) or its participation in any Loan to that Borrower, that Borrower must file a Borrower DTTP Filing. 13.2.8 A UK Non-Bank Lender which becomes a Party on the day on which this Agreement is entered into gives a Tax Confirmation to the Borrowers by entering into this Agreement. 13.2.9 A UK Non-Bank Lender shall promptly notify the Borrowers and the Facility Agent if there is any change in the position from that set out in the Tax Confirmation. 42

13.2.10 If a Lender has confirmed its scheme reference number and its jurisdiction of tax
residence in accordance with sub-clause 13.2.?(b) above and:
(a)

a Borrower making a payment to that Lender has not made a Borrower OTTP
Filing in respect of that Lender; or

(b)

a Borrower making a payment to that Lender has made a Borrower DTIP
Filing in respect of that Lender but:
(i)

that Borrower DTTP Filing has been rejected by H.M. Revenue &
Customs; or

(ii)

H.M. Revenue & Customs has not given the Borrower authority to
make payments to that Lender without a Tax Deduction within 30 days
of the date of the Borrower DITP Filing,

and in each case, the Borrower has notified that Lender in writing, that Lender and the
Borrower shall co-operate in completing any additional procedural formalities
necessary for that Borrower t.o obtain authorisation to make that payment without a Tax
Deduction.
13.2. l l Any Lender which has confirmed its scheme reference number and jurisdiction of tax
residence in accordance with sub-clause 13.2.?(b) will reasonably promptly notify the
facility Agent and the Borrowers if at any time it ceases to holds a passport under the
HMRC OT Treaty Passport scheme or if it ceases to be able to use such passport as a
Lender. 1fa Lender bas not c-onfirrned its scheme reference number and jurisdiction of
tax residence in accordance with sub-clause 13.2.?(b) above, no Borrower shall make
a Borrower DTTP Filing or file any form relating to the HMRC OT Treaty Passport
scheme in respect of that Lender's Commitment or its participation in any Loan, w1less
the Lender otherwise agrees.
13.2.12 A Borrower shall, promptly on making a Borrower OTTP Filing, deliver a copy of that
Borrower OTTP Filing to the Facility Agent for delivery to the relevant Lender.
13 .3

Tax indanni.ty
13.3 .1 Except as provided below, the Borrowers must, within three Business Days of demand
by the Facility Agent, indemnify a Protected Party against any loss, liability, or cost
which that Protected Party determines will be or has been suffered (directly or
indirectly) by that Protected Party for or on account of Tax in respect of a Finance
Document.
13.3.2 Sub-clause 13.3.1 above does not apply to any Tax assessed on a finance Party under
the laws of the jurisdiction in which:
(a)

that Finance Party is incorporated or, if different, the jurisdiction (or
jurisdictions) in which that Finance Party is treated as resident for tax purposes;
or

(b)

that Finance Party's Facility Office is located in respect of amounts received or
receivable in that jurisdiction,

if that Tax is imposed on or calculated by reference to the net income received or
receivable by that Finance Party (but not any sum deemed to be received or receivable).
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13.2.10 If a Lender has confirmed its scheme reference number and its jurisdiction of tax residence in accordance with sub-clause 13.2.7(b) above and: (a) a Borrower making a payment to that Lender has not made a Borrower DTTP Filing in respect of that Lender; or (b) a Borrower making a payment to that Lender has made a Borrower DTTP Filing in respect of that Lender but: (i) that Borrower DTTP Filing has been rejected by H.M. Revenue & Customs; or (ii) H.M. Revenue & Customs has not given the Borrower authority to make payments to that Lender without a Tax Deduction within 30 days of the date of the Borrower DTTP Filing, and in each case, the Borrower has notified that Lender in writing, that Lender and the Borrower shall co-operate in completing any additional procedural formalities necessary for that Borrower to obtain authorisation to make that payment without a Tax Deduction. 13.2.11 Any Lender which has confirmed its scheme reference number and jurisdiction of tax residence in accordance with sub-clause 13.2.7(b) will reasonably promptly notify the Facility Agent and the Borrowers if at any time it ceases to holds a passport under the HMRC DT Treaty Passport scheme or if it ceases to be able to use such passport as a Lender. If a Lender has not confirmed its scheme reference number and jurisdiction of tax residence in accordance with sub-clause 13.2.7(b) above, no Borrower shall make a Borrower DTTP Filing or file any form relating to the HMRC DT Treaty Passport scheme in respect of that Lender’s Commitment or its participation in any Loan, unless the Lender otherwise agrees. 13.2.12 A Borrower shall, promptly on making a Borrower DTTP Filing, deliver a copy of that Borrower DTTP Filing to the Facility Agent for delivery to the relevant Lender. 13.3 Tax indemnity 13.3.1 Except as provided below, the Borrowers must, within three Business Days of demand by the Facility Agent, indemnify a Protected Party
against any loss, liability, or cost which that Protected Party determines will be or has been suffered (directly or indirectly) by that Protected Party for or on account of Tax in respect of a Finance Document. 13.3.2 Sub-clause 13.3.1 above does not apply to any Tax assessed on a Finance Party under the laws of the jurisdiction in which: (a) that Finance Party is incorporated or, if different, the jurisdiction (or jurisdictions) in which that Finance Party is treated as resident for tax purposes; or (b) that Finance Party’s Facility Office is located in respect of amounts received or receivable in that jurisdiction, if that Tax is imposed on or calculated by reference to the net income received or receivable by that Finance Party (but not any sum deemed to be received or receivable). 43

13.3 .3 Sub-clause 13.3. I above does not apply to any Tax assessed on a Finance Party to the
extent the loss or liability:
(a)
(b)

is compensated for by an increased payment under Clause 13.2 (Tax gross-up);
would have been compensated for by an increased payment under Clause 13.2

(Tax gross-up) but was not so compensated solely because one of the
exclusions in Clause 13.2 (Tax gross-up) app lied; or
(c)

relates to a FATCA Deduction required to be made by a Party.

13.3.4 A Protected Party making, or intending to make, a claim under sub-clause l3.3. I above
must promptly notify the Facility Agent of the event which wi ll give, or has given, rise
to the claim, following which the Facility Agent will notify the relevant Borrower.
13.4

Tax Cnrlit
If a Borrower makes a Tax Payment and the relevant Finance Party determines that:
13.4.1 a Tax Credit is attributable to an increased payment of which that Tax Payment forms
part, to that Tax Payment or to a Tax Deduction in consequence of which that Tax
Payment was required; and
13.4.2 that Finance Party has obtained and utilised that Tax Credit,
the Finance Party shall pay an amount to that Borrower which that Finance Party determines
(in its discretion, acting reasonably) will leave it (after that payment) in the same after-tax
position as it would have been in if the Tax Payment had not been required to be made by that
Borrower. The relevant Fi nance Party shall take those steps it considers in its opinion
reasonable to seek and claim any tax credit.

13.5

Lender Status Confirmation
Each Lender which becomes a Party to this Agreement after the date of this Agreement shall
indicate, in the Transfer Certificate, Assignment Agreement or Increase Confirmation which it
executes on becoming a Party, and for the benefit of the Facility Agent and without liabili ty to
each Borrower, which of the following categories it falls in:
13.5.1 not a Qualifying Lender;
13.5.2 a Qualifying Lender (other than a Treaty Lender); or
13.5.3 a Treaty Lender.

If such a Lender fails to indicate its status in accordance with this Clause 13.5 then such New
Lender shall be treated for the purposes of this Agreement as if it is not a Qualifying Lender
until sucb time as it notifies the FaciJ ity Agent which category applies (and the Facility Agent,
upon receipt of such notification, shall inform the Borrowers). For the avoidance of doubt, a
Transfer Certificate, Assignment Agreement or Increase Confirmation shall not be invalidated
by any failure of a Lender to comply with this Clause 13.5.
13 .6

St.amp taxe:;
The relevant Borrower shall pay and, within three Business Days of demand, indemnify each
Finance Party against any cost, loss or liability that Finance Party incurs in relation to all stamp
duty, registration and other similar Taxes payable in respect of any Finance Document, except
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13.3.3 Sub-clause 13.3.1 above does not apply to any Tax assessed on a Finance Party to the extent the loss or liability: (a) is compensated for by an increased payment under Clause 13.2 (Tax gross-up); (b) would have been compensated for by an increased payment under Clause 13.2 (Tax gross-up) but was not so compensated solely because one of the exclusions in Clause 13.2 (Tax gross-up) applied; or (c) relates to a FATCA Deduction required to be made by a Party. 13.3.4 A Protected Party making, or intending to make, a claim under sub-clause 13.3.1 above must promptly notify the Facility Agent of the event which will give, or has given, rise to the claim, following which the Facility Agent will notify the relevant Borrower. 13.4 Tax Credit If a Borrower makes a Tax Payment and the relevant Finance Party determines that: 13.4.1 a Tax Credit is attributable to an increased payment of which that Tax Payment forms part, to that Tax Payment or to a Tax Deduction in consequence of which that Tax Payment was required; and 13.4.2 that Finance Party has obtained and utilised that Tax Credit, the Finance Party shall pay an amount to that Borrower which that Finance Party determines (in its discretion, acting reasonably) will leave it (after that payment) in the same after-tax position as it would have been in if the Tax Payment had not been required to be made by that Borrower. The relevant Finance Party shall take those steps it considers in its opinion reasonable to seek and claim any tax credit. 13.5 Lender Status Confirmation Each Lender which becomes a Party to this Agreement after the date of this Agreement shall indicate, in the Transfer Certificate, Assignment Agreement or Increase Confirmation which it executes on becoming a Party, and for the benefit of the Facility Agent and without liability to each Borrower, which of the following categories it falls in: 13.5.1 not a Qualifying Lender; 13.5.2 a Qualifying Lender (other than a Treaty Lender);
or 13.5.3 a Treaty Lender. If such a Lender fails to indicate its status in accordance with this Clause 13.5 then such New Lender shall be treated for the purposes of this Agreement as if it is not a Qualifying Lender until such time as it notifies the Facility Agent which category applies (and the Facility Agent, upon receipt of such notification, shall inform the Borrowers). For the avoidance of doubt, a Transfer Certificate, Assignment Agreement or Increase Confirmation shall not be invalidated by any failure of a Lender to comply with this Clause 13.5. 13.6 Stamp taxes The relevant Borrower shall pay and, within three Business Days of demand, indemnify each Finance Party against any cost, loss or liability that Finance Party incurs in relation to all stamp duty, registration and other similar Taxes payable in respect of any Finance Document, except 44

for any such Tax payable in respect of a Transfer Certificate or other transfer or disposal of a
Lender's rights or obligations under a Finance Document.
13.7

VAT
13. 7 .1 All amounts set out, or expressed in a Finance Document to be payable by any Patty to
a Finance Party which (in whole or in part) constitute the consideration for a supply or
supplies for VAT purposes shall be deemed to be exclusi ve of any VAT which is
chargeable on such supply or supplies, and accordingly, subject to sub-clause 13.7.2
below, if VAT is or becomes chargeable on any supply made by any Finance Party to
any Party under a Finance Document and such Finance Party is required to account to
the relevant tax authority for the VAT, that Party shall pay to the Fi nance Party (in
addition to and at the same time as paying any other consideration for such supply) an
amount equal to the amount of such VAT (and such Finance Party shall promptly
provide an appropriate VAT invoice to such Party).
13.7.2 If VAT is or becomes chargeable on any supply made by any Finance Party (the
"SuppliEr") to any other Finance Party (the "Roci.pient") under a Finance Document,
and any Party other than the Rec ipient (the " Subje::;t Party") is required by the terms
of any Finance Document to pay an amount equal to the consideration for such supply
to the Supplier (rather than being required to reimburse the Recipient in respect of that
consideration), such Party shall also pay to the Supplier (in addition to and at the same
time as paying such amount) an amount equal to the amount of such VAT. The
Recipient will promptly pay to the Subject Party an amount equal to any credit or
repayment obtained by the Recipient from the relevant tax authority which the
Recipient reasonably detennines is in respect of such VAT.
13. 7.3 Where a Finance Document requires any Party to re imburse or indemnify a Finance
Party for any cost or expense, that Party shall reimburse or indemnify (as the case may
be) such Finance Party for the full amount of such cost or expense, including such part
thereof as represents VAT, save to the extent that such Finance Party reasonab ly
detennines that it is entitled to credit or repayment in re-spect of such VAT from the
relevant tax authority.
13.7.4 Any reference in this Clause 13.7 to any Party shall, at any time when such Party is
treated as a member of a group for VAT purposes, include (where appropriate and
tmless the context otherwise requires) a reference to the representative member of such
group at such time (the term "representative member" to have the same meaning as in
the Value Added Tax Act 1994).

13.8

FATCA Information
13.8.J Subject to sub-clause 13.8.3 below, each Party shall, within ten Business Days of a
reasonable request by another Party:
(a)

(b)

confmn to that other Party whether it is:
(i)

a FATCA Exempt Party; or

(ii)

not a FA TCA Exempt Party;

supply to that other Party such forms, documentation and other information
relating to its status under FATCA as that other Party reasonably requests for
the purposes of that other Party's compliance with FATCA; and
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for any such Tax payable in respect of a Transfer Certificate or other transfer or disposal of a Lender’s rights or obligations under a Finance Document. 13.7 VAT 13.7.1 All amounts set out, or expressed in a Finance Document to be payable by any Party to a Finance Party which (in whole or in part) constitute the consideration for a supply or supplies for VAT purposes shall be deemed to be exclusive of any VAT which is chargeable on such supply or supplies, and accordingly, subject to sub-clause 13.7.2 below, if VAT is or becomes chargeable on any supply made by any Finance Party to any Party under a Finance Document and such Finance Party is required to account to the relevant tax authority for the VAT, that Party shall pay to the Finance Party (in addition to and at the same time as paying any other consideration for such supply) an amount equal to the amount of such VAT (and such Finance Party shall promptly provide an appropriate VAT invoice to such Party). 13.7.2 If VAT is or becomes chargeable on any supply made by any Finance Party (the “Supplier”) to any other Finance Party (the “Recipient”) under a Finance Document, and any Party other than the Recipient (the “Subject Party”) is required by the terms of any Finance Document to pay an amount equal to the consideration for such supply to the Supplier (rather than being required to reimburse the Recipient in respect of that consideration), such Party shall also pay to the Supplier (in addition to and at the same time as paying such amount) an amount equal to the amount of such VAT. The Recipient will promptly pay to the Subject Party an amount equal to any credit or repayment obtained by the Recipient from the relevant tax authority which the Recipient reasonably determines is in respect of such VAT. 13.7.3 Where a Finance Document requires any Party to reimburse or indemnify a Finance Party for any cost or expense, that Party shall reimburse or indemnify (as the case may be)
such Finance Party for the full amount of such cost or expense, including such part thereof as represents VAT, save to the extent that such Finance Party reasonably determines that it is entitled to credit or repayment in respect of such VAT from the relevant tax authority. 13.7.4 Any reference in this Clause 13.7 to any Party shall, at any time when such Party is treated as a member of a group for VAT purposes, include (where appropriate and unless the context otherwise requires) a reference to the representative member of such group at such time (the term “representative member” to have the same meaning as in the Value Added Tax Act 1994). 13.8 FATCA Information 13.8.1 Subject to sub-clause 13.8.3 below, each Party shall, within ten Business Days of a reasonable request by another Party: (a) confirm to that other Party whether it is: (i) a FATCA Exempt Party; or (ii) not a FATCA Exempt Party; (b) supply to that other Party such forms, documentation and other information relating to its status under FATCA as that other Party reasonably requests for the purposes of that other Party’s compliance with FATCA; and 45

(c)

supply to that other Party such fonns, documentation and other infonnation
relating to its status as that other Party reasonably requests for the purposes of
that other Party's compliance with any other law, regulation, or exchange of
information regime.

13.8.2 Lf a Party confirms to another Party pursuant to paragraph (a) of sub-clause 13.8.1
above that it is a FATCA Exempt Party and it subsequently becomes aware that it is
not, or has ceased to be a FATCA Exempt Party, that Party shall notify that other Party
reasonably promptly.
13.8.3 Sub-clause 13.8.1 above shall not oblige any Finance Party to do anything, and
paragraph (c) of sub-clause 13.8.1 above shall not oblige any other Party to do
anything, which would or might in its reasonable opinion constitute a breach of:
(a)

any law or regulation;

(b)

any fiduciary duty; or

(c)

any duty of confidentiality.

13.8.4 If a Party fa ils to confirm whether or not it is a FATCA Exempt Party or to supply
forms, documentation or other information requested in accordance with paragraph (a)
or (b) of sub-clause 13.8.1 above (including, for the avoidance of doubt, where
sub-clause 13.8.3 above applies), then such Party shall be treated for the purposes of
the Finance Documents (and payments under them) as if it is not a .FATCA Exempt
Party until such time as the Party in question provides the requested confirmation,
forms, documentation or other information.
13.9

FATCA Da:luction
13.9.1 Each Party may make any FATCA Deduction it is required to make by FATCA, and
any payment required in connection with that FA TCA Deduction, and no Party shall be
required to increase any payment in respect of which it makes such a FATCA
Deduction, or otherw ise compensate tbe recipient of the payment for that FATCA
Deduction.
13.9.2 Each Party shall promptly, upon becoming aware that it must make a FATCA
Deduction (or that there is any change in the rate or the basis of such F ATCA
Deduction), notify the Party to whom it is making the payment and, in addition, shall
notify the Borrowers and the Facility Agent and the Facility Agent shall notify the other
Finance Parties.

14.

INCREASED COSTS

14.1

Incrmsoo Costs
Except as provided below in thjs Clause, the Borrowers must pay, withln three Business Days,
to a Fi nance Party the amount of any Increased Cost incurred by that Finance Party or any of
its Affiliates as a result of:
14. l . l the introduction of, or any change in, or any change in the interpretation, administration
or application of, any law or regulation;
14.1.2 compliance with any law or regulation made after the date of this Agreement providro.
that for the purposes of this Agreement and any other Finance Document, Dodd-Frank
shall be deemed to be a law or regulation made after the date of trus Agreement; or
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(c) supply to that other Party such forms, documentation and other information relating to its status as that other Party reasonably requests for the purposes of that other Party’s compliance with any other law, regulation, or exchange of information regime. 13.8.2 If a Party confirms to another Party pursuant to paragraph (a) of sub-clause 13.8.1 above that it is a FATCA Exempt Party and it subsequently becomes aware that it is not, or has ceased to be a FATCA Exempt Party, that Party shall notify that other Party reasonably promptly. 13.8.3 Sub-clause 13.8.1 above shall not oblige any Finance Party to do anything, and paragraph (c) of sub-clause 13.8.1 above shall not oblige any other Party to do anything, which would or might in its reasonable opinion constitute a breach of: (a) any law or regulation; (b) any fiduciary duty; or (c) any duty of confidentiality. 13.8.4 If a Party fails to confirm whether or not it is a FATCA Exempt Party or to supply forms, documentation or other information requested in accordance with paragraph (a) or (b) of sub-clause 13.8.1 above (including, for the avoidance of doubt, where sub-clause 13.8.3 above applies), then such Party shall be treated for the purposes of the Finance Documents (and payments under them) as if it is not a FATCA Exempt Party until such time as the Party in question provides the requested confirmation, forms, documentation or other information. 13.9 FATCA Deduction 13.9.1 Each Party may make any FATCA Deduction it is required to make by FATCA, and any payment required in connection with that FATCA Deduction, and no Party shall be required to increase any payment in respect of which it makes such a FATCA Deduction, or otherwise compensate the recipient of the payment for that FATCA Deduction. 13.9.2 Each Party shall promptly, upon becoming aware that it must make a FATCA Deduction (or that there is any change in the rate or the basis of such FATCA Deduction), notify the Party
to whom it is making the payment and, in addition, shall notify the Borrowers and the Facility Agent and the Facility Agent shall notify the other Finance Parties. 14. INCREASED COSTS 14.1 Increased Costs Except as provided below in this Clause, the Borrowers must pay, within three Business Days, to a Finance Party the amount of any Increased Cost incurred by that Finance Party or any of its Affiliates as a result of: 14.1.1 the introduction of, or any change in, or any change in the interpretation, administration or application of, any law or regulation; 14.1.2 compliance with any law or regulation made after the date of this Agreement provided that for the purposes of this Agreement and any other Finance Document, Dodd-Frank shall be deemed to be a law or regulation made after the date of this Agreement; or 46

14. 1.3 the implementation or application of, or compliance with, Basel Ill or CRD IV or any
law or regulation that implements or applies Basel Ill or CRD IV.
14.2

Exceptions
The Borrowers need not make any payment for an Increased Cost to the extent that the Increased
Cost is:
14.2.1 compensated for under Clause 13.3 (Taxin::lennicy) (or would have been compensated
for under Clause 13.3 (Taxin:lermi.cy) but was not so compensated solely because any
of the exclusions in sub-clauses 13.3.2 and/or 13.3.3 applied);
14.2.2 attributable to a Tax Deduction required by law to be made by a Borrower;
14.2.3 attributable lo a FATCA Deduction required to be made by a Party;
14.2.4 attributable to a Finance Party or its Affiliate wilfully failing to comply with any law
or regulation;
14.2.5 attributable to the implementation or application of or compliance with the
"International Convergence of Capital Measurement and Capital Standards, a Revised
Framework" published by the Basel Conunittee in June 2004 in the form existing on
the date of this Agreement (but excluding any amendment arising out of Basel III)
("Basa II") or any other law or regulation which implements Basel II (whether such
implementation, application or compliance is by a government, regulator, Finance Party
or any of its Affi liates)
14.2.6 attributable to Basel UI or CRD TV (or any other law or regulation wh ich implements
Basel III or CRD IV) where a Finance Party was or reasonably should have been able
to calculate that Increased Cost on the date on wl1icb it became a Finance Party under
this Agreement;
14.2.7 attributable to any Bank Levy (or any payment attributable to, or liability arising as a
con.sequence of, a Bank Levy); or
14.2.8 not notified by the relevant Finance Party to the Facility Agent and the relevant
Borrower within three Months of that Finance Party becoming aware of such Increased
Cost.

lo this Clause 14, a reference to a "Tax Deduction" bas the same meaning given to that term in
Clause 13. I (Definitions).
14.3

Claims
A Finance Party intending to make a claim for an Increased Cost must notify the relevant
Borrower promptly of the ci rcumstances giving rise to, and the amount of, the claim.

15.

MITIGATION

15. I

Mitigation
15.1.1 Each Finance Party must, in consultation with the Borrowers (other than upon the
occurrence of an event referred lo al paragraph (d) below where no such consultation
is required), take all reasonable steps to mitigate any ci rcumstances which arise and
which resu lt or would result in any Facility ceasing to be available or:
(a)

any Tax Payment or Increased Cost being payable to that Finance Party;
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14.1.3 the implementation or application of, or compliance with, Basel III or CRD IV or any law or regulation that implements or applies Basel III or CRD IV. 14.2 Exceptions The Borrowers need not make any payment for an Increased Cost to the extent that the Increased Cost is: 14.2.1 compensated for under Clause 13.3 (Tax indemnity) (or would have been compensated for under Clause 13.3 (Tax indemnity) but was not so compensated solely because any of the exclusions in sub-clauses 13.3.2 and/or 13.3.3 applied); 14.2.2 attributable to a Tax Deduction required by law to be made by a Borrower; 14.2.3 attributable to a FATCA Deduction required to be made by a Party; 14.2.4 attributable to a Finance Party or its Affiliate wilfully failing to comply with any law or regulation; 14.2.5 attributable to the implementation or application of or compliance with the “International Convergence of Capital Measurement and Capital Standards, a Revised Framework” published by the Basel Committee in June 2004 in the form existing on the date of this Agreement (but excluding any amendment arising out of Basel III) (“Basel II”) or any other law or regulation which implements Basel II (whether such implementation, application or compliance is by a government, regulator, Finance Party or any of its Affiliates) 14.2.6 attributable to Basel III or CRD IV (or any other law or regulation which implements Basel III or CRD IV) where a Finance Party was or reasonably should have been able to calculate that Increased Cost on the date on which it became a Finance Party under this Agreement; 14.2.7 attributable to any Bank Levy (or any payment attributable to, or liability arising as a consequence of, a Bank Levy); or 14.2.8 not notified by the relevant Finance Party to the Facility Agent and the relevant Borrower within three Months of that Finance Party becoming aware of such Increased Cost. In this Clause 14, a reference to a “Tax Deduction” has the same meaning
given to that term in Clause 13.1 (Definitions). 14.3 Claims A Finance Party intending to make a claim for an Increased Cost must notify the relevant Borrower promptly of the circumstances giving rise to, and the amount of, the claim. 15. MITIGATION 15.1 Mitigation 15.1.1 Each Finance Party must, in consultation with the Borrowers (other than upon the occurrence of an event referred to at paragraph (d) below where no such consultation is required), take all reasonable steps to mitigate any circumstances which arise and which result or would result in any Facility ceasing to be available or: (a) any Tax Payment or Increased Cost being payable to that Finance Party; 47

(b)

that Fi nance Party being able to exercise any right of prepayment and/or
cancellation under this Agreement by reason of any illegality;

(c)

that Finance Party incurring any cost of complying with the minimum reserve
requirements of the European Central Bank; or

(d)

the occurrence of any market disruption event,

including transferring its rights and obligations under the Finance Documents to an
Affiliate or changing its facility Office.
I 5.1.2 A Finance Party is not obliged to take any s tep w1der this Clause 15 if, in the opinion
of that Finance Party (acting reasonably), to do so might be prejudicial to it.
I 5.1.3 Each Finance Party must promptly notify the Borrowers of any circumstances as
described in paragraphs (a) to (d) of sub-clause 15.1.1 of this Clause 15.1.
15.1.4 The Borrowers must indemnify each Finance Party for all costs and expenses
reasonably incurred by it as a result of any step taken under this Clause I 5. I.
15.1.5 This Clause does not in any way limit the obligations of the Borrowers under the
Finance Documents.
15.2

Substitution
Notwithstanding Clause 15.1 (Mitigation), if any circumstances arise which result in:
I 5.2.1 any Tax Payment or Increased Cost being payable to that Finance Party;
15.2.2 that Finance Party be ing able to exercise any right of prepayment and/or canceHation
under this Agreement by reason of any illegality;
15.2.3 that Finance Party incurring any cost of complying with the minimum reserve
requirements of the European Central Bank;
15.2.4 the occurrence of any market disruption event; or
15.2.5 any Lender becoming a Non-Consenting Lender,
then a Borrower, at its expense, at any time within 180 days after the occwrence of the relevant
event or circumstance, so long as no Default is outstanding, may by notice to the Facility Agent
and such Finance Party require it (and, if applicable, its Affiliate) to (and to the extent permitted
by law such Finance Party or, if applicable, its Affiliate shall) novate pursuant to C lause 29
( C ~ to tie I..a:rlers) all (and not part only) of its rights and obligations under this
Agreement to a bank, financial institution, trust, fund or other entity (a " Replacement Finance
Party'') selected by that Borrower, and which is acceptable to the Facility Agent (acting
reasonably) (unless the Facility Agent is an Impaired Agent), wh ich confirms its willingness to
assume and does assume all the obligations of the transferring Finance Party (including the
assumption of the transferring Finance Party's participations or unfunded participations (as the
case may be) on the same basis as the transferring Finance Party) for a purchase price in cash
payable at the time of transfer equal to the outstanding principal amoullt of such Finance Party's
participation in the outstanding Loans and all accrued interest (to the extent that the Facility
Agent has not given a notification under Clause 29.11 (Pro rata interest settlarent)), Break
Costs and other amounts payable to such Finance Party under the Finance Documents provided.

that:
15.2.6 no Borrower shall have the right to replace the Facility Agent;
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(b) that Finance Party being able to exercise any right of prepayment and/or cancellation under this Agreement by reason of any illegality; (c) that Finance Party incurring any cost of complying with the minimum reserve requirements of the European Central Bank; or (d) the occurrence of any market disruption event, including transferring its rights and obligations under the Finance Documents to an Affiliate or changing its Facility Office. 15.1.2 A Finance Party is not obliged to take any step under this Clause 15 if, in the opinion of that Finance Party (acting reasonably), to do so might be prejudicial to it. 15.1.3 Each Finance Party must promptly notify the Borrowers of any circumstances as described in paragraphs (a) to (d) of sub-clause 15.1.1 of this Clause 15.1. 15.1.4 The Borrowers must indemnify each Finance Party for all costs and expenses reasonably incurred by it as a result of any step taken under this Clause 15.1. 15.1.5 This Clause does not in any way limit the obligations of the Borrowers under the Finance Documents. 15.2 Substitution Notwithstanding Clause 15.1 (Mitigation), if any circumstances arise which result in: 15.2.1 any Tax Payment or Increased Cost being payable to that Finance Party; 15.2.2 that Finance Party being able to exercise any right of prepayment and/or cancellation under this Agreement by reason of any illegality; 15.2.3 that Finance Party incurring any cost of complying with the minimum reserve requirements of the European Central Bank; 15.2.4 the occurrence of any market disruption event; or 15.2.5 any Lender becoming a Non-Consenting Lender, then a Borrower, at its expense, at any time within 180 days after the occurrence of the relevant event or circumstance, so long as no Default is outstanding, may by notice to the Facility Agent and such Finance Party require it (and, if applicable, its Affiliate) to (and to the extent permitted by law such Finance Party or, if applicable, its Affiliate shall) novate pursuant to
Clause 29 (Changes to the Lenders) all (and not part only) of its rights and obligations under this Agreement to a bank, financial institution, trust, fund or other entity (a “Replacement Finance Party”) selected by that Borrower, and which is acceptable to the Facility Agent (acting reasonably) (unless the Facility Agent is an Impaired Agent), which confirms its willingness to assume and does assume all the obligations of the transferring Finance Party (including the assumption of the transferring Finance Party’s participations or unfunded participations (as the case may be) on the same basis as the transferring Finance Party) for a purchase price in cash payable at the time of transfer equal to the outstanding principal amount of such Finance Party’s participation in the outstanding Loans and all accrued interest (to the extent that the Facility Agent has not given a notification under Clause 29.11 (Pro rata interest settlement)), Break Costs and other amounts payable to such Finance Party under the Finance Documents provided that: 15.2.6 no Borrower shall have the right to replace the Facility Agent; 48

15.2.7 neither the Facility Agent nor such Finance Party shall have any obligation to the
Borrowers to find a Replacement Finance Party;

15.2.8 the transfer must take place no later than 14 days after the notice referred to above;

15.2.9 in no event shall such Finance Party be required to pay or surrender to the Replacement
Finance Party any of the fees received by such Finance Party pursuant to the Finance
Documents; and

15.2.10 the Finance Party shall only be obliged to transfer its rights and obligations pursuant to
this Clause 15.2 once it is satisfied that it has complied with all necessary "know your
customer" or other similar checks under all applicable laws and regulations in relation
to that transfer to the Replacement Finance Party.

15 .3

Conduct of business by a Finance Party
No tem1 of this Agreement will:

15.3.l interfere with the right of any Finance Party to arrange its affairs (Tax or otherwise) in
whatever manner it thinks fit or oblige any finance Party to investigate or claim any
Tax Credit; or

15.3 .2 oblige any Finance Party to disclose any information relating to its affairs (Tax or
otherwise) or any computation in respect of Tax.

16.

PAYMENT MECHANICS

16.1

Payments to the Facility Agent
16.1.1 On each date on which a Borrower or a Lender is required to make a payment under a
Finance Document, that Borrower or Lender shall make the same available to the
Facility Agent (unless a contrary indication appears in a Finance Document) for value
on the due date at the time and in such funds specified by the Facility Agent as being
customary at the time for settlement of transactions in the relevant currency in the place
of payment.
16.1.2 Payment shall be made to such account in the principal financial centre of the country
of that currency (or, in relation to euro, in a principal financial centre in such
Participating Member State or London, as specified by the Facility Agent) and with
such bank as the Facility Agent, in eacb case, specifies.

16.2

Distributions by the Facility Agent
Each payment received by the Facility Agent under the Finance Documents for another Party
shall, subject to Clause 16.3 (Dist:rib.rti.ons to a Borro½er) and Clause 16.4 (Clav.backand pre
finrling) be made avai lable by the Facility Agent as soon as practicable after receipt to the Party
entitled to receive payment in accordance with this Agreement (in the case of a Lender, for the
account of its Facility Office), to such account as that Party may notify to the Facility Agent by
not less than five Business Days' notice with a bank specified by that Party in the principal
financial centre of the country of that currency (or, in relation to euro, in the principal financial
centre of a Participating Member State or London, as specified by that Party).

16.3

Distributions to a Borrowa:The Facility Agent may (with the consent of the Borrower or in accordance with Clause 32
(Set-off)) apply any amount received by it for that Borrower in or towards payment (on the date
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15.2.7 neither the Facility Agent nor such Finance Party shall have any obligation to the Borrowers to find a Replacement Finance Party; 15.2.8 the transfer must take place no later than 14 days after the notice referred to above; 15.2.9 in no event shall such Finance Party be required to pay or surrender to the Replacement Finance Party any of the fees received by such Finance Party pursuant to the Finance Documents; and 15.2.10 the Finance Party shall only be obliged to transfer its rights and obligations pursuant to this Clause 15.2 once it is satisfied that it has complied with all necessary “know your customer” or other similar checks under all applicable laws and regulations in relation to that transfer to the Replacement Finance Party. 15.3 Conduct of business by a Finance Party No term of this Agreement will: 15.3.1 interfere with the right of any Finance Party to arrange its affairs (Tax or otherwise) in whatever manner it thinks fit or oblige any Finance Party to investigate or claim any Tax Credit; or 15.3.2 oblige any Finance Party to disclose any information relating to its affairs (Tax or otherwise) or any computation in respect of Tax. 16. PAYMENT MECHANICS 16.1 Payments to the Facility Agent 16.1.1 On each date on which a Borrower or a Lender is required to make a payment under a Finance Document, that Borrower or Lender shall make the same available to the Facility Agent (unless a contrary indication appears in a Finance Document) for value on the due date at the time and in such funds specified by the Facility Agent as being customary at the time for settlement of transactions in the relevant currency in the place of payment. 16.1.2 Payment shall be made to such account in the principal financial centre of the country of that currency (or, in relation to euro, in a principal financial centre in such Participating Member State or London, as specified by the Facility Agent) and with such bank as the Facility Agent, in each case, specifies. 16.2
Distributions by the Facility Agent Each payment received by the Facility Agent under the Finance Documents for another Party shall, subject to Clause 16.3 (Distributions to a Borrower) and Clause 16.4 (Clawback and pre- funding) be made available by the Facility Agent as soon as practicable after receipt to the Party entitled to receive payment in accordance with this Agreement (in the case of a Lender, for the account of its Facility Office), to such account as that Party may notify to the Facility Agent by not less than five Business Days' notice with a bank specified by that Party in the principal financial centre of the country of that currency (or, in relation to euro, in the principal financial centre of a Participating Member State or London, as specified by that Party). 16.3 Distributions to a Borrower The Facility Agent may (with the consent of the Borrower or in accordance with Clause 32 (Set-off)) apply any amount received by it for that Borrower in or towards payment (on the date 49

and in the currency and funds of receipt) of any amount due from that Borrower under the
Finance Documents or in or towards purchase of any amount of any currency to be so applied.

16.4

Clawback and prefimding
16.4.1 Where a sum is to be paid to the Facility Agent under the Finance Documents for
another Party, the Facility Agent is not ob li ged to pay that sum to that other Party (or
to e nter into o r perform any related exchange contract) until it has been able to establish
to its satisfaction that it has actua ll y recei ved that sum.
16.4.2 Unless sub-clause 16.4.3 below app lies, if the Facility Agent pays an amount to another
Party and it proves to be the case that the Facility Agent had not actually received that
amount, then the Party to whom that amount (or the proceeds of any related exchange
contract) was paid by the Facility Agent shall on demand refund the same to the Facility
Agent together with interest on that amount from the date of payment to the date of
receipt by the Facility Agent, calculated by the Facility Agent to reflect its cost of funds.

16.4.3 Ifthe Facility Agent has notified the Lenders that it is willing to make available amounts
for the accom1t of a Borrower before receiving funds from the Lenders then if and to
the extent that the Facility Agent does so but it proves to be the case that it does not
then receive funds from a Lender in respect of a sum which it paid to a Borrower:

16.5

(a)

The Facility Agent shall notify the relevant Borrower of that Lender's identity
and the Borrower to whom that sum was made avai lable shall on demand
refund it to the Facility Agent; and

(b)

the Lender by whom those funds should have been made available or, if that
Lender fails to d o so, the Borrower to whom that sum was made available, shalI
on demand pay to t:he Facility Agent the amount (as certified by the Facility
Agent) w hich will indemni fy the Facility Agent against any fund ing cost
incurred by it as a result of paying out that sum before re.ceiving those fm1ds
from that Lender.

Partial Payment
16.5.1 If the Facility Agent receives a payment that is insuffic ient to discharge all the amounts
then due and payable by a Borrower under the Finance Documents, the Facili ty Agent
shall apply that payment towards the obligations of that Borrower unde r the Finance
Documents in the following order:
(a)

first, in or towards payment pro rata of any unpaid amount owing to the
Facility Agent under the Finance Documents;

(b)

SEa>ndly, in or towards payment pro rata of any accrued interest, fee or
commiss ion due but unpaid under this Agreement;

(c)

thirdly, in or towards payment pro rata of any principal due but unpaid under
this Agreement; a nd

(d)

fourthly, in or towards payment pro rata of any otber sum due but unpaid
under the Finance Docun1e nts.

16.5.2 The Facility Agent shall, if so directed by the Majority Lenders, vary the order set out
in paragraphs (a) to (d) of s ub-clause 16.5.1 above.
16.5.3 This Clause will override any appropriation made by any Borrower.
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and in the currency and funds of receipt) of any amount due from that Borrower under the Finance Documents or in or towards purchase of any amount of any currency to be so applied. 16.4 Clawback and pre-funding 16.4.1 Where a sum is to be paid to the Facility Agent under the Finance Documents for another Party, the Facility Agent is not obliged to pay that sum to that other Party (or to enter into or perform any related exchange contract) until it has been able to establish to its satisfaction that it has actually received that sum. 16.4.2 Unless sub-clause 16.4.3 below applies, if the Facility Agent pays an amount to another Party and it proves to be the case that the Facility Agent had not actually received that amount, then the Party to whom that amount (or the proceeds of any related exchange contract) was paid by the Facility Agent shall on demand refund the same to the Facility Agent together with interest on that amount from the date of payment to the date of receipt by the Facility Agent, calculated by the Facility Agent to reflect its cost of funds. 16.4.3 If the Facility Agent has notified the Lenders that it is willing to make available amounts for the account of a Borrower before receiving funds from the Lenders then if and to the extent that the Facility Agent does so but it proves to be the case that it does not then receive funds from a Lender in respect of a sum which it paid to a Borrower: (a) The Facility Agent shall notify the relevant Borrower of that Lender's identity and the Borrower to whom that sum was made available shall on demand refund it to the Facility Agent; and (b) the Lender by whom those funds should have been made available or, if that Lender fails to do so, the Borrower to whom that sum was made available, shall on demand pay to the Facility Agent the amount (as certified by the Facility Agent) which will indemnify the Facility Agent against any funding cost incurred by it as a result of paying out that sum before receiving
those funds from that Lender. 16.5 Partial Payment 16.5.1 If the Facility Agent receives a payment that is insufficient to discharge all the amounts then due and payable by a Borrower under the Finance Documents, the Facility Agent shall apply that payment towards the obligations of that Borrower under the Finance Documents in the following order: (a) first, in or towards payment pro rata of any unpaid amount owing to the Facility Agent under the Finance Documents; (b) secondly, in or towards payment pro rata of any accrued interest, fee or commission due but unpaid under this Agreement; (c) thirdly, in or towards payment pro rata of any principal due but unpaid under this Agreement; and (d) fourthly, in or towards payment pro rata of any other sum due but unpaid under the Finance Documents. 16.5.2 The Facility Agent shall, if so directed by the Majority Lenders, vary the order set out in paragraphs (a) to (d) of sub-clause 16.5.1 above. 16.5.3 This Clause will override any appropriation made by any Borrower. 50

16.6

No SEt-offby Borro.vers
All payments to be made by a Borrower under the Finance Documents shall be calculated and
be made without (and free and clear of any deduction for) set-off or counterclaim.

16.7

Busine;sDays
16.7.l Any payment under any Finance Document which is due to be made on a day that is
not a Business Day shall be made on the next Business Day in the same calendar mouth
(if there is one) or the preceding Business Day (if there is not).
16.7.2 During any extension oftbe due date for payment of any principal or Unpaid Sum under
th is Agreement interest is payable on the principal or Unpaid Sum at the rate payable
on the original due date.

16.8

Curra1cy of acmunt
16.8.1 Subject to sub-clauses 16.8.2 to 16.8.5 below, the Base Currency is the currency of
account and payment for any sum due from any Borrower under any Finance
Document.
16.8.2 A repayment of a Loan or Unpaid Sum or a part of a Loan or Unpaid Sum shall be made
in the currency in which that Loan or Unpaid Sum is denominated, pursuant to this
Agreement, on its due date.
16.8.3 Each payment of interest shall be made in the currency in which the sum in respect of
which the interest is payable was denominated, pursuant to this Agreement, when that
interest accrued.
16.8.4 Each payment in respect of costs, expenses or Taxes shall be made in the currency in
wh ich the costs, expenses or Taxes are incurred.
16.8.5 Any amount expressed to be payable in a currency other than the Base Currency shall
be paid in that other currency.

16.9

ImpairerlAgent
16.9. l 1f, at any time, the Facility Agent becomes an 1mpaired Agent, a Borrower or a Lender
wh ich is required to make a payment under the Finance Documents to the Facility
Agent in accordance with Clause 16.1 (Payrrents to t:l::e Facility Agent) may instead
either pay that amount direct to the requi red recipient or pay that amount to an interest
bearing account held with an Acceptable Bank and in relation to which no Insolvency
Event bas occurred and is continuing, in the name of the Borrower or the Lender making
the payment and designated as a trust account for the benefit of the Party or Parties
beneficially entitled to that payment under the Finance Documents. In each case such
payments must be made on the due date for payment under the Finance Documents.
16.9.2 Al l interest accrued on the amount standing to the credit of the trust account shall be
for the benefit of the beneficiaries of that trust account pro rata to their respective
entitlements.
16.9.3 A Party which has made a payment in accordance with this Clause 16.9 shall be
discharged of the relevant payment obligation under the Finance Documents and shall
not take any credit risk with respect to the amounts standing to the credit of the trust
account.
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16.6 No set-off by Borrowers All payments to be made by a Borrower under the Finance Documents shall be calculated and be made without (and free and clear of any deduction for) set-off or counterclaim. 16.7 Business Days 16.7.1 Any payment under any Finance Document which is due to be made on a day that is not a Business Day shall be made on the next Business Day in the same calendar month (if there is one) or the preceding Business Day (if there is not). 16.7.2 During any extension of the due date for payment of any principal or Unpaid Sum under this Agreement interest is payable on the principal or Unpaid Sum at the rate payable on the original due date. 16.8 Currency of account 16.8.1 Subject to sub-clauses 16.8.2 to 16.8.5 below, the Base Currency is the currency of account and payment for any sum due from any Borrower under any Finance Document. 16.8.2 A repayment of a Loan or Unpaid Sum or a part of a Loan or Unpaid Sum shall be made in the currency in which that Loan or Unpaid Sum is denominated, pursuant to this Agreement, on its due date. 16.8.3 Each payment of interest shall be made in the currency in which the sum in respect of which the interest is payable was denominated, pursuant to this Agreement, when that interest accrued. 16.8.4 Each payment in respect of costs, expenses or Taxes shall be made in the currency in which the costs, expenses or Taxes are incurred. 16.8.5 Any amount expressed to be payable in a currency other than the Base Currency shall be paid in that other currency. 16.9 Impaired Agent 16.9.1 If, at any time, the Facility Agent becomes an Impaired Agent, a Borrower or a Lender which is required to make a payment under the Finance Documents to the Facility Agent in accordance with Clause 16.1 (Payments to the Facility Agent) may instead either pay that amount direct to the required recipient or pay that amount to an interest bearing account held with an Acceptable Bank and in relation
to which no Insolvency Event has occurred and is continuing, in the name of the Borrower or the Lender making the payment and designated as a trust account for the benefit of the Party or Parties beneficially entitled to that payment under the Finance Documents. In each case such payments must be made on the due date for payment under the Finance Documents. 16.9.2 All interest accrued on the amount standing to the credit of the trust account shall be for the benefit of the beneficiaries of that trust account pro rata to their respective entitlements. 16.9.3 A Party which has made a payment in accordance with this Clause 16.9 shall be discharged of the relevant payment obligation under the Finance Documents and shall not take any credit risk with respect to the amounts standing to the credit of the trust account. 51

16.9.4 Promptly upon the appointment of a successor Facil.ity Agent in accordance with
Clause 22. I 2 (Resignation ofthe Facility Agent), each Party which bas made a payment
to a trust account in accordance with this Clause 16. 9 shall give all requisite instrnctions
to the bank with whom the trnst account is held to transfer the amount (together with
any accrned interest) to the successor Facility Agent for distribution in accordance with
Clause 16.2 (Distributions cy- the Facility Agent).
16.9.5 For the purposes of this Clause 16.9 only, an Acceptable Bank shall include any bank
or financial institution approved by the Facility Agent or, if the Facility Agent is an
Impaired Agent, the Majority Lenders.
16.1 O Disruption t.o payment systems etc.

If either the Facility Agent determines (in its discretion) that a Disruption Event has occurred
or the Facility Agent is notified by a Borrower that a Disruption Event has occurred:
(a)

the Facility Agent may, and shall if requested to do so by a Borrower, consult with the
Borrowers with a view to agreeing with the Borrowers such changes to the operation
or administration of the Facilities as the Facility Agent may deem necessary in the
circmnstanccs;

(b)

the Facility Agent shall not be obliged to consult with the Borrowers in relation to any
changes mentioned in paragraph (a) above if, in its opinion, it is not practicable to do
so in the circumstances and, in any event, shall have no obligation to agree to such
changes;

(c)

the Facility Agent may consult with the Finance Parties in relation to any changes
mentioned in paragraph (a) above but shall not be obliged to do so if, in its opinion, it
is not practicable to do so in the circumstances;

(d)

any such changes agreed upon by the Facility Agent and the Borrowers shall (whether
or not it is finally determined that a Disruption Event has occurred) be binding upon
the Parties as an amendment to (or, as the case may be, waiver of) the terms of the
Finance Documents notwithstanding the provisions of Clause 27 (Arrenclnmts and
Wcrivas);

(e)

the Facility Agent shall not be liable for any damages, costs or losses to any person,
any diminution in value or any liability whatsoever (i ncluding, without limitation for
negligence, gross negligence or any other category of liability whatsoever but not
including any claim based on the fraud of the Facility Agent) arising as a result of its
taking, or failing to take, any actions pursuant to or in connection with this
Clause 16. 1O; and

(f)

the Facility Agent shall notify the Finance Parties of all changes agreed pursuant to
paragraph (d) above.

17.

REPRESENTATIONS

I 7. I

Representations
The representations set out in this Clause are made by each Borrower to each Finance Party on
tbe date of tliis Agreement.
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16.9.4 Promptly upon the appointment of a successor Facility Agent in accordance with Clause 22.12 (Resignation of the Facility Agent), each Party which has made a payment to a trust account in accordance with this Clause 16.9 shall give all requisite instructions to the bank with whom the trust account is held to transfer the amount (together with any accrued interest) to the successor Facility Agent for distribution in accordance with Clause 16.2 (Distributions by the Facility Agent). 16.9.5 For the purposes of this Clause 16.9 only, an Acceptable Bank shall include any bank or financial institution approved by the Facility Agent or, if the Facility Agent is an Impaired Agent, the Majority Lenders. 16.10 Disruption to payment systems etc. If either the Facility Agent determines (in its discretion) that a Disruption Event has occurred or the Facility Agent is notified by a Borrower that a Disruption Event has occurred: (a) the Facility Agent may, and shall if requested to do so by a Borrower, consult with the Borrowers with a view to agreeing with the Borrowers such changes to the operation or administration of the Facilities as the Facility Agent may deem necessary in the circumstances; (b) the Facility Agent shall not be obliged to consult with the Borrowers in relation to any changes mentioned in paragraph (a) above if, in its opinion, it is not practicable to do so in the circumstances and, in any event, shall have no obligation to agree to such changes; (c) the Facility Agent may consult with the Finance Parties in relation to any changes mentioned in paragraph (a) above but shall not be obliged to do so if, in its opinion, it is not practicable to do so in the circumstances; (d) any such changes agreed upon by the Facility Agent and the Borrowers shall (whether or not it is finally determined that a Disruption Event has occurred) be binding upon the Parties as an amendment to (or, as the case may be, waiver of) the terms of the Finance Documents notwithstanding
the provisions of Clause 27 (Amendments and Waivers); (e) the Facility Agent shall not be liable for any damages, costs or losses to any person, any diminution in value or any liability whatsoever (including, without limitation for negligence, gross negligence or any other category of liability whatsoever but not including any claim based on the fraud of the Facility Agent) arising as a result of its taking, or failing to take, any actions pursuant to or in connection with this Clause 16.10; and (f) the Facility Agent shall notify the Finance Parties of all changes agreed pursuant to paragraph (d) above. 17. REPRESENTATIONS 17.1 Representations The representations set out in this Clause are made by each Borrower to each Finance Party on the date of this Agreement. 52

17.2

Status
It is a limited liability company, duly incorporated and validly existing under tbe Companies
Act 2006 in England and Wales.

17.3

Powers and authority
It has the power to enter into and perform, and has taken all necessary action to authorise the
entry into and performance of, the Finance Documents to which it is or will be a party and the
transactions contemplated by those Finance Documents.

I 7.4

Legal validity
Subject to the Legal Reservations, each Finance Document to which it is a party is its legally
binding, valid and enforceable obligation.

17.5

Non-oonflict
The entry into and performance by it of, and the transactions contemplated by, the Finance
Documents do not conflict with any borrowing or other power or restriction granted or imposed
by:
17.5 . l any law or regulation applicable to it and violation of wl1ich has or is likely to have a
Material Adverse Effect; or
17.5.2 its constitutional documents.

17.6

No default
17 .6.1 No Event of Default is outstanding or might reasonably be expected to result from the
making of any Loan.
17 .6.2 No other event or circumstance is outstandi ng which constitutes a default under any
other agreement or instrnment which is binding on it or any of its Subsidiaries or to
which its (or any of its Subsidiaries') assets arc subject which might have a Material
Adverse Effect.

17.7

Authorisations
All authorisations required by it (including any authorisations required under PUHCA or the
Act, if any):
17.7. 1 in connection with the entry into, performance, validity and enforceability of, and the
transactions contemplated by, the Finance Documents; and
17.7.2 to make the Fi nance Documents admissible in evidence in England and Wales, have
been obtained or effected (as appropriate) and are in full force and effect.

17.8

Financial statements
Its audited consolidated financial statements most recently delivered to the Facili ty Agent
(which, at the date of this Agreement, are the Original Financial Statements):
17.8.1 have been prepared in accordance with accounting principles and practices generally
accepted in its jurisdiction of incorporation, consistently applied; and
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17.2 Status It is a limited liability company, duly incorporated and validly existing under the Companies Act 2006 in England and Wales. 17.3 Powers and authority It has the power to enter into and perform, and has taken all necessary action to authorise the entry into and performance of, the Finance Documents to which it is or will be a party and the transactions contemplated by those Finance Documents. 17.4 Legal validity Subject to the Legal Reservations, each Finance Document to which it is a party is its legally binding, valid and enforceable obligation. 17.5 Non-conflict The entry into and performance by it of, and the transactions contemplated by, the Finance Documents do not conflict with any borrowing or other power or restriction granted or imposed by: 17.5.1 any law or regulation applicable to it and violation of which has or is likely to have a Material Adverse Effect; or 17.5.2 its constitutional documents. 17.6 No default 17.6.1 No Event of Default is outstanding or might reasonably be expected to result from the making of any Loan. 17.6.2 No other event or circumstance is outstanding which constitutes a default under any other agreement or instrument which is binding on it or any of its Subsidiaries or to which its (or any of its Subsidiaries’) assets are subject which might have a Material Adverse Effect. 17.7 Authorisations All authorisations required by it (including any authorisations required under PUHCA or the Act, if any): 17.7.1 in connection with the entry into, performance, validity and enforceability of, and the transactions contemplated by, the Finance Documents; and 17.7.2 to make the Finance Documents admissible in evidence in England and Wales, have been obtained or effected (as appropriate) and are in full force and effect. 17.8 Financial statements Its audited consolidated financial statements most recently delivered to the Facility Agent (which, at the date of this Agreement, are the Original Financial Statements): 17.8.1
have been prepared in accordance with accounting principles and practices generally accepted in its jurisdiction of incorporation, consistently applied; and 53

17.8.2 fairly represent its consolidated financial condition as at the date to which they were
drawn up,
except, in each case, as disclosed to the contrary in those financial statements.
17.9

No mat:Erial advErSe change
Other than as disclosed in writing to the Arrangers prior to the date of this Agreement, there
has been no material adverse change in its consolidated financial condition since the date to
which the Original Financial Statements were drawn up.

17.1 o Litigation
17. I 0.1 No litigation, arbitration or administrative proceedings arc current or, to its know ledge,
pending or t.hreatened, which are reasonably likely to be adversely determined, and if
adversely determined, could reasonably be expected to have a Material Adverse Effect.
17. I 0.2 No judgment or order of a court, arbitral body or agency which could reasonably be
expected to have a Material Adverse Effect has (to its knowledge) been made against
it or any of its Subsidiaries.
17.11

Winding-Up
No meeting has been convened for its windi ng-up and, so far as it is aware, no petition,
application or the like is outstanding for its winding-up.

17. 12 Non-Violation of other Agreements:
lts entry into, exercise of its rights and/or performance of or compliance with its obligations
tmder this Agreement do not and will not violate, to an extent or in a maimer which has or is
Likely to have a Material Adverse Effect on it, any agreement to which it is a party or which is
binding on it.

17.13 GovEITling Law and Enfo:rrenent
17.13.1 The choice of English law as the governing law of the Finance Documents will be
recognised and enforced in its jurisdiction of incorporation.
17.13.2 Any judgement obtained in England in relation to a Finance Document will be
recognised and enforced in its jurisdiction of incorporation.

17.14 Da:luction of Tax
It is not required to make any deduction for or on account of Tax from any payment it may
make under any Finance Document to a Lender which is:
17.14.1 a Qualifying Lender:
(a)

falling within paragraph (a)(i) of the defin ition of Qualifying Lender; or

(b)

except where a Direction has been given under section 931 of the IT A in
relation to the payment concerned, falling within paragraph (a)(ii) of the
definition of Qualifying Lender; or

(c)

falling within paragraph (b) of the definition of Qualifying Lender or;
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17.8.2 fairly represent its consolidated financial condition as at the date to which they were drawn up, except, in each case, as disclosed to the contrary in those financial statements. 17.9 No material adverse change Other than as disclosed in writing to the Arrangers prior to the date of this Agreement, there has been no material adverse change in its consolidated financial condition since the date to which the Original Financial Statements were drawn up. 17.10 Litigation 17.10.1 No litigation, arbitration or administrative proceedings are current or, to its knowledge, pending or threatened, which are reasonably likely to be adversely determined, and if adversely determined, could reasonably be expected to have a Material Adverse Effect. 17.10.2 No judgment or order of a court, arbitral body or agency which could reasonably be expected to have a Material Adverse Effect has (to its knowledge) been made against it or any of its Subsidiaries. 17.11 Winding-Up No meeting has been convened for its winding-up and, so far as it is aware, no petition, application or the like is outstanding for its winding-up. 17.12 Non-Violation of other Agreements: Its entry into, exercise of its rights and/or performance of or compliance with its obligations under this Agreement do not and will not violate, to an extent or in a manner which has or is likely to have a Material Adverse Effect on it, any agreement to which it is a party or which is binding on it. 17.13 Governing Law and Enforcement 17.13.1 The choice of English law as the governing law of the Finance Documents will be recognised and enforced in its jurisdiction of incorporation. 17.13.2 Any judgement obtained in England in relation to a Finance Document will be recognised and enforced in its jurisdiction of incorporation. 17.14 Deduction of Tax It is not required to make any deduction for or on account of Tax from any payment it may make under any Finance Document to a Lender which is: 17.14.1 a Qualifying
Lender: (a) falling within paragraph (a)(i) of the definition of Qualifying Lender; or (b) except where a Direction has been given under section 931 of the ITA in relation to the payment concerned, falling within paragraph (a)(ii) of the definition of Qualifying Lender; or (c) falling within paragraph (b) of the definition of Qualifying Lender or; 54

17.14.2 a Treaty Lender and the payment is one specified in a direction given by the
Commissioners of Revenue & Customs under Regulation 2 of the Double Taxation
Relief (Taxes on Income) (General) Regu lations 1970 (SI 1970/488).

I 7. I 5 No filing or stamp taxes
Under the law of its jurisdiction of incorporation it is not necessary that the Finance Documents
be filed, recorded or enrolled with any court or other authority in that jurisdiction or that any
stamp, registration or similar tax be paid on or in relation to the Finance Documents (which for
these purposes docs not include a Transfer Certificate or other transfer or disposal of a Lender's
rights or obligations under a Finance Document) or the transactions contemplated by the
Finance Documents.

I 7 .16 No mislooding information
Save as disclosed in writing to the Facility Agent and the Arrangers prior to the Signing Date:

17 .16.1 any written factual information provided by any member of its Borrower Group or on
its behalf was true and accurate in all material respects as at the date of the relevant
report or document or as at the date (if any) at which it is stated to be given;
17.16.2 the financial projections provided have been prepared on the basis ofrecent historical
information and on the basis of reasonable assumptions as at the date provided; and
17.16.3 no event or circumstance has occurred or arisen and no information has been given or
withheld that results in the information, opinions, intentions, forecasts or projections
contained in such written information being untrue or misleading in any material
respect.

17. 17 Part Passu ranking
Its payment obligations under the Finance Documents rank at least part passu with the claims
of all its other unsecured and unsubordinatcd creditors, except for obligations mandatorily
preferred by law applying to companies generally.

17. I 8 LiCH100
The Licence is in full force and effect and there is no investigation or proceeding current,
pending or threatened which could, if adversely detem1ined, resu lt in the termination of the
Licence.

l 7. 19

Sanctions
17.19.1 No member of its Borrower Group or, to the knowledge of each Borrower, any director,
officer, employee, agent, Affiliate or representative of any member of its Borrower
Group:
(a)

is an individual or entity (the "Person") currently the subject of any sanctions
administered or enforced by the U.S. Department of Treasury's Office of
Foreign Assets Control (the "OFAC"), the United Nations Security Council
(the "UNSC"), the Etuopean Union, Her Majesty's Treasury (the " HMT"), or
other relevant sanctions authority (collectively, "Sanctions"); or

(b)

is located, organized or resident in a country or territory that is the subject of
country-wide or territory-wi de Sanctions.
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17.14.2 a Treaty Lender and the payment is one specified in a direction given by the Commissioners of Revenue & Customs under Regulation 2 of the Double Taxation Relief (Taxes on Income) (General) Regulations 1970 (SI 1970/488). 17.15 No filing or stamp taxes Under the law of its jurisdiction of incorporation it is not necessary that the Finance Documents be filed, recorded or enrolled with any court or other authority in that jurisdiction or that any stamp, registration or similar tax be paid on or in relation to the Finance Documents (which for these purposes does not include a Transfer Certificate or other transfer or disposal of a Lender’s rights or obligations under a Finance Document) or the transactions contemplated by the Finance Documents. 17.16 No misleading information Save as disclosed in writing to the Facility Agent and the Arrangers prior to the Signing Date: 17.16.1 any written factual information provided by any member of its Borrower Group or on its behalf was true and accurate in all material respects as at the date of the relevant report or document or as at the date (if any) at which it is stated to be given; 17.16.2 the financial projections provided have been prepared on the basis of recent historical information and on the basis of reasonable assumptions as at the date provided; and 17.16.3 no event or circumstance has occurred or arisen and no information has been given or withheld that results in the information, opinions, intentions, forecasts or projections contained in such written information being untrue or misleading in any material respect. 17.17 Pari Passu ranking Its payment obligations under the Finance Documents rank at least pari passu with the claims of all its other unsecured and unsubordinated creditors, except for obligations mandatorily preferred by law applying to companies generally. 17.18 Licence The Licence is in full force and effect and there is no investigation or proceeding current, pending or threatened
which could, if adversely determined, result in the termination of the Licence. 17.19 Sanctions 17.19.1 No member of its Borrower Group or, to the knowledge of each Borrower, any director, officer, employee, agent, Affiliate or representative of any member of its Borrower Group: (a) is an individual or entity (the “Person”) currently the subject of any sanctions administered or enforced by the U.S. Department of Treasury’s Office of Foreign Assets Control (the “OFAC”), the United Nations Security Council (the “UNSC”), the European Union, Her Majesty’s Treasury (the “HMT”), or other relevant sanctions authority (collectively, “Sanctions”); or (b) is located, organized or resident in a country or territory that is the subject of country-wide or territory-wide Sanctions. 55

17. I 9.2 Each Borrower represents for itself and on behalf of other members of its Borrower
Group that oo member of that Borrower Group will, directly or indirectly, use the
proceeds of the transaction, or lend, contribute or otherwise make avai lable such
proceeds to any subsidiary, joint venture partner or other Person:
(a)

to fund any activities of or business with any Person, or in Syria, Cuba, Iran,
North Korea, Sudan or in any other country or territory, that, at the time of such
funding, is the subject of country-wide or territory-wide Sanctions; or

(b)

in any other manner that will result in a violation by any Person (i ncluding any
Person participating in the transaction, whether as underwriter, advisor,
investor or otherwise) of Sanctions.

17.20 Anti-Corruption
Each member of it.s Borrower Group has conducted its business in compliance with applicable
anti-corruption laws and bas instituted and maintai.ned po licies and proc-edures designed to
promote and achieve compliance by that member of the Borrower Group with such laws.

I 7.21

Times for making repre,entations
17 .21.1 The representations set out in this Clause are made by each Borrower on the date of this
Agreement.
17.21.2 The Repeating Representations are deemed to be repeated by the relevant Borrower(s)
on the date of each Request and the first day of each Term.
17.21 .3 When a representation is repeated, it is applied to the circumstances existing at the time
of repetition.

18.

INFORMATION COVENANTS

18.l

Financial statanents
18. I.I Each Borrower must supply to the Facility Agent (in sufficient copies for all the
Lenders if tbe Facility Agent so requests):
(a)

its audited consolidated financial statements for each of its financial years; and

(b)

its interim consolidated financial statements for the first half-year of each of its
financial years.

18. 1.2 All financial statements must be supplied as soon as they are available and:
(a)

in the case of each Borrower's aud ited consolidated financial statements, within
I 80 days; and

(b)

in the case of each Borrower's interim financ ial statements, within 90 days,

of the end of the relevant financial period.
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17.19.2 Each Borrower represents for itself and on behalf of other members of its Borrower Group that no member of that Borrower Group will, directly or indirectly, use the proceeds of the transaction, or lend, contribute or otherwise make available such proceeds to any subsidiary, joint venture partner or other Person: (a) to fund any activities of or business with any Person, or in Syria, Cuba, Iran, North Korea, Sudan or in any other country or territory, that, at the time of such funding, is the subject of country-wide or territory-wide Sanctions; or (b) in any other manner that will result in a violation by any Person (including any Person participating in the transaction, whether as underwriter, advisor, investor or otherwise) of Sanctions. 17.20 Anti-Corruption Each member of its Borrower Group has conducted its business in compliance with applicable anti-corruption laws and has instituted and maintained policies and procedures designed to promote and achieve compliance by that member of the Borrower Group with such laws. 17.21 Times for making representations 17.21.1 The representations set out in this Clause are made by each Borrower on the date of this Agreement. 17.21.2 The Repeating Representations are deemed to be repeated by the relevant Borrower(s) on the date of each Request and the first day of each Term. 17.21.3 When a representation is repeated, it is applied to the circumstances existing at the time of repetition. 18. INFORMATION COVENANTS 18.1 Financial statements 18.1.1 Each Borrower must supply to the Facility Agent (in sufficient copies for all the Lenders if the Facility Agent so requests): (a) its audited consolidated financial statements for each of its financial years; and (b) its interim consolidated financial statements for the first half-year of each of its financial years. 18.1.2 All financial statements must be supplied as soon as they are available and: (a) in the case of each Borrower’s audited consolidated financial
statements, within 180 days; and (b) in the case of each Borrower’s interim financial statements, within 90 days, of the end of the relevant financial period. 56

18.2

Form of Financial Statement
If any fmancial statement delivered or to be delivered to the Facili ty Agent under Clause 18. J
is not to be or, as the case may be, has not been prepared in accordance with Applicable
Accounting Principles:

I 8.2.1 the Borrowers and the Facility Agent (acting on the instructions of the Majority
Lenders) shall, on the request of the Facility Agent or the Borrowers, negotiate in good
faith with a view to agreeing such amendments to the financial ratios and/or the
definitions of the tenns used in Clause 19 (Finan::ial covenants) as are necessary to
give the Lenders comparable protection to that contemplated at the date of this
Agreement;
18.2.2 if amendments are agreed by the Borrowers and the Majority Lenders within 25 days,
those amendments shall take effect in accordance with the terms of that agreement; and
18.2.3 if such amendments are not so agreed within 25 days, the Borrowers shall:
(a)

within 30 days after the end of that 25--day period; and

(b)

with all subsequent financial statements to be delivered to the Facility Agent
under Clause I 8.1,

deliver to the Facility Agent details of all such adjustments as need to be made to the
relevant financial statements to bring them into line with the Companies Act 2006 (as
in effect on the date of this Agreement) and Applicable Accounting Principles.
18 .3

Complianre Certificate
18.3.1 Each Borrower must supply to the Facility Agent a Compliance Certificate with each
set of its financial statements sent to the Facility Agent under this Agreement.
18.3 .2 Each Compliance Certificate must be signed by l"\vo directors of the relevant Borrower.

18.4

Information - misallaneous
Each Borrower must supply to the Facility Agent, in sufficient copies for a ll the Lenders if the
Facility Agent so requests:
I 8.4. I copies of a ll documents despatched by it to its c reditors generally (or any c lass of them)
in each case at the same time as they are despatched;
I 8.4.2 promptly upon becoming aware of them, details of any litigation, a rbitration or
administrative proceedings which are current, threatened or pending against any
member of its Borrower Group and which might, if adversely determined, have a
Material Adverse Effect;
18.4.3 promptly, details of the loss of the Licence or any communication from OFGEM or
other government agency regarding any potential or threatened loss of the Licence;
18.4.4 promptly on receiving them, details of any modification of an Authorisation or other
material regulatory notices from OFGEM or other government agency;
18.4.5 a copy of all material information relating to any matter which is reasonably likely to
have a Material Adverse Effect which it supplies to, or receives from, any applicab le
regu latory body (including OFGEM) (at the same time as it is supplied to, or promptly
following its receipt from, the applicable regulatory body);
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18.2 Form of Financial Statement If any financial statement delivered or to be delivered to the Facility Agent under Clause 18.1 is not to be or, as the case may be, has not been prepared in accordance with Applicable Accounting Principles: 18.2.1 the Borrowers and the Facility Agent (acting on the instructions of the Majority Lenders) shall, on the request of the Facility Agent or the Borrowers, negotiate in good faith with a view to agreeing such amendments to the financial ratios and/or the definitions of the terms used in Clause 19 (Financial covenants) as are necessary to give the Lenders comparable protection to that contemplated at the date of this Agreement; 18.2.2 if amendments are agreed by the Borrowers and the Majority Lenders within 25 days, those amendments shall take effect in accordance with the terms of that agreement; and 18.2.3 if such amendments are not so agreed within 25 days, the Borrowers shall: (a) within 30 days after the end of that 25–day period; and (b) with all subsequent financial statements to be delivered to the Facility Agent under Clause 18.1, deliver to the Facility Agent details of all such adjustments as need to be made to the relevant financial statements to bring them into line with the Companies Act 2006 (as in effect on the date of this Agreement) and Applicable Accounting Principles. 18.3 Compliance Certificate 18.3.1 Each Borrower must supply to the Facility Agent a Compliance Certificate with each set of its financial statements sent to the Facility Agent under this Agreement. 18.3.2 Each Compliance Certificate must be signed by two directors of the relevant Borrower. 18.4 Information - miscellaneous Each Borrower must supply to the Facility Agent, in sufficient copies for all the Lenders if the Facility Agent so requests: 18.4.1 copies of all documents despatched by it to its creditors generally (or any class of them) in each case at the same time as they are despatched; 18.4.2 promptly upon becoming aware of
them, details of any litigation, arbitration or administrative proceedings which are current, threatened or pending against any member of its Borrower Group and which might, if adversely determined, have a Material Adverse Effect; 18.4.3 promptly, details of the loss of the Licence or any communication from OFGEM or other government agency regarding any potential or threatened loss of the Licence; 18.4.4 promptly on receiving them, details of any modification of an Authorisation or other material regulatory notices from OFGEM or other government agency; 18.4.5 a copy of all material information relating to any matter which is reasonably likely to have a Material Adverse Effect which it supplies to, or receives from, any applicable regulatory body (including OFGEM) (at the same time as it is supplied to, or promptly following its receipt from, the applicable regulatory body); 57

18.4.6 written notice of the detai ls of any proposed changes to the Licence as soon as
reasonably practicable after becoming aware of the same (other than changes of a
formal, minor or technical nature);
18.4.7 witbjn five Business Days of receiving them, details of any change to (or withdrawal
of) the ratings, by Fitch, Moody's or Standard & Poor's of its long-tem1, unsecured and
non credit-enhanced debt obligations wbicb are rel.evant to the calculation of the
Margin;
18.4.8 each Borrower shall deliver to the Facility Agent at such times as those repo1ts arc
prepared in order to comply with the then current statutory or auditing requirements (as
app licable either to the trustees of any relevant schemes or to that Borrower), actuarial
reports in relation to all pension schemes mentioned in sub-clause 20.15.l of
Clause 20.15 (PEn:iiorn). This obligation shall apply to only those pension schemes (or
groups of the Electricity Supply Pension Scheme) of which that Borrower is at that time
a participating employer and to those reports which have been provided to that
BOITOwer;
I 8.4.9 promptly on request, a list of its then current Material Subsidiaries; and
18.4.10 promptly on request, such further information regarding the financial condition,
business and operations of its Borrower Group as any Finance Party through the Facility
Agent may reasonably request.
18.5

Notification of DEfault
18.5. 1 Each Borrower must notify the Facility Agent of any Default (and the steps, if any,
being taken to remedy it) promptly upon becoming aware of its occurrence.

18.5.2 Promptly on request by the Facility Agent, a Borrower must supply to the Facility
Agent a certificate signed by two of its directors on its behalf, certifying that no Default
is outstanding or, if a Default is outstanding, specifying the Default and the steps, if
any, being taken to remedy it.
18.6

Din=ct eoctronic delivery by the Borro,vers
Each Borrower may satisfy its obligation under this Agreement to deliver any information in
relation to a Lender by delivering that information directly to that Lender in accordance with
Clause 36.5 (Electronic cx:nnnmication) to the extent that Lender and the Facility Agent agree
to this method of delivery.

18.7

Knowyour customer raJUirements
18.7.l lf:
(a)

the introduction of or any change in (or in the interpretation, administration or
application of) any law or regulation made after the date oftbis Agreement;

(b)

any change in the status of a Borrower (or of a Ho lding Company of a
Borrower) after the date of th is Agreement; or

(c)

a proposed assignment or transfer by a Lender of any of its rights and
obligations under this Agreement to a party that is not a Lender prior to such
assignment or transfer,

obliges the Facility Agent or any Lender (or, in the case of paragraph (c) above, any
prospective new Lender) to comply witb "know your customer" or similar
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18.4.6 written notice of the details of any proposed changes to the Licence as soon as reasonably practicable after becoming aware of the same (other than changes of a formal, minor or technical nature); 18.4.7 within five Business Days of receiving them, details of any change to (or withdrawal of) the ratings, by Fitch, Moody’s or Standard & Poor’s of its long-term, unsecured and non credit-enhanced debt obligations which are relevant to the calculation of the Margin; 18.4.8 each Borrower shall deliver to the Facility Agent at such times as those reports are prepared in order to comply with the then current statutory or auditing requirements (as applicable either to the trustees of any relevant schemes or to that Borrower), actuarial reports in relation to all pension schemes mentioned in sub-clause 20.15.1 of Clause 20.15 (Pensions). This obligation shall apply to only those pension schemes (or groups of the Electricity Supply Pension Scheme) of which that Borrower is at that time a participating employer and to those reports which have been provided to that Borrower; 18.4.9 promptly on request, a list of its then current Material Subsidiaries; and 18.4.10 promptly on request, such further information regarding the financial condition, business and operations of its Borrower Group as any Finance Party through the Facility Agent may reasonably request. 18.5 Notification of Default 18.5.1 Each Borrower must notify the Facility Agent of any Default (and the steps, if any, being taken to remedy it) promptly upon becoming aware of its occurrence. 18.5.2 Promptly on request by the Facility Agent, a Borrower must supply to the Facility Agent a certificate signed by two of its directors on its behalf, certifying that no Default is outstanding or, if a Default is outstanding, specifying the Default and the steps, if any, being taken to remedy it. 18.6 Direct electronic delivery by the Borrowers Each Borrower may satisfy its obligation under this Agreement to deliver any
information in relation to a Lender by delivering that information directly to that Lender in accordance with Clause 36.5 (Electronic communication) to the extent that Lender and the Facility Agent agree to this method of delivery. 18.7 Know your customer requirements 18.7.1 If: (a) the introduction of or any change in (or in the interpretation, administration or application of) any law or regulation made after the date of this Agreement; (b) any change in the status of a Borrower (or of a Holding Company of a Borrower) after the date of this Agreement; or (c) a proposed assignment or transfer by a Lender of any of its rights and obligations under this Agreement to a party that is not a Lender prior to such assignment or transfer, obliges the Facility Agent or any Lender (or, in the case of paragraph (c) above, any prospective new Lender) to comply with “know your customer” or similar 58

identification procedures in circumstances where the necessary information is not
already available to it, the relevant Borrower shall promptly upon the request of the
Facility Agent or any Lender supply, or procure the supply of, such documentation and
other evidence as is reasonably requested by the Facility Agent (for itself or on behalf
of any Lender) or any Lender (for itself or, in the case of the event described in
paragraph (c) above, on behalf of any prospective new Lender) in order for the Facility
Agent, such Lender or, in the case of the event described in paragraph (c) above, any
prospective new Lender to carry out and be satisfied it has complied with all necessary
"know your customer" or other similar checks under all applicable laws and regulations
pursuant to the transactions contemplated in the Finance Documents.

19.

FINANCIAL COVENANTS

19. I

Dmnitions
In this Clause:
" Cash" means, at any time, cash denominated in a currency of the United States of America,
the United Kingdom, any member state of the European Union or any Participating Member
State in hand or at bank and (in the latter case) credited to an account in the name of a member
of a Borrower Group with an Acceptable Bank and to which a member of that Borrower Group
is alone (or together with other members of that Borrower Group) beneficially entitled and for
so long as:
(a)

tlrnt cash is repayable:
(i)

if that cash is depos ited with a Lender, within 180 days after the relevant date
of calculation; or

(ii)

ifihat cash is depos ited with any other lender or financial institution, with in 45
days after the relevant date of calculation;

(b)

repayment of that cash is not contingent on the prior discharge of any other
indebtedness of any member of the relevant Borrower Group or of any other person
whatsoever or on the satisfaction of any other condition;

(c)

there is no Security lnterest over that cash other than Security Interests permitted under
sub-clause 20.5.3(k) of Clause 20.S (NgativeµErlge); and

(d)

the cash is freely and (except as mentioned in paragraph (a) above) immediately
available to be applied in repayment or prepayment of the re levant Facility.

" Cash Equivalent Investments" means at any time:
(a)

ce.rtificates of deposit maturing within one year after tbe re levant date of calculation
and issued by an Acceptable Bank;

(b)

any investment in marketable debt obligations issued or guaranteed by the government
of an Acceptable Jurisdiction or by an instrumentality or agency of any of them having
an equivalent credit rating, maturing within one year after the relevant date of
calculation and not convertible or exchangeable to any other security;

(c)

commercial paper not convertible or exchangeable to any other se.curity:
(i)

for wbicb a recognised trading market exists;

(ii)

issued by an issuer incorporated in an Acceptable Jurisdiction;
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identification procedures in circumstances where the necessary information is not already available to it, the relevant Borrower shall promptly upon the request of the Facility Agent or any Lender supply, or procure the supply of, such documentation and other evidence as is reasonably requested by the Facility Agent (for itself or on behalf of any Lender) or any Lender (for itself or, in the case of the event described in paragraph (c) above, on behalf of any prospective new Lender) in order for the Facility Agent, such Lender or, in the case of the event described in paragraph (c) above, any prospective new Lender to carry out and be satisfied it has complied with all necessary “know your customer” or other similar checks under all applicable laws and regulations pursuant to the transactions contemplated in the Finance Documents. 19. FINANCIAL COVENANTS 19.1 Definitions In this Clause: “Cash” means, at any time, cash denominated in a currency of the United States of America, the United Kingdom, any member state of the European Union or any Participating Member State in hand or at bank and (in the latter case) credited to an account in the name of a member of a Borrower Group with an Acceptable Bank and to which a member of that Borrower Group is alone (or together with other members of that Borrower Group) beneficially entitled and for so long as: (a) that cash is repayable: (i) if that cash is deposited with a Lender, within 180 days after the relevant date of calculation; or (ii) if that cash is deposited with any other lender or financial institution, within 45 days after the relevant date of calculation; (b) repayment of that cash is not contingent on the prior discharge of any other indebtedness of any member of the relevant Borrower Group or of any other person whatsoever or on the satisfaction of any other condition; (c) there is no Security Interest over that cash other than Security Interests permitted under sub-clause 20.5.3(k) of Clause 20.5
(Negative pledge); and (d) the cash is freely and (except as mentioned in paragraph (a) above) immediately available to be applied in repayment or prepayment of the relevant Facility. “Cash Equivalent Investments” means at any time: (a) certificates of deposit maturing within one year after the relevant date of calculation and issued by an Acceptable Bank; (b) any investment in marketable debt obligations issued or guaranteed by the government of an Acceptable Jurisdiction or by an instrumentality or agency of any of them having an equivalent credit rating, maturing within one year after the relevant date of calculation and not convertible or exchangeable to any other security; (c) commercial paper not convertible or exchangeable to any other security: (i) for which a recognised trading market exists; (ii) issued by an issuer incorporated in an Acceptable Jurisdiction; 59

(iii)

which matures within one year after the relevant date of calculation; and

(iv)

which bas a credit rating of either A-I or higher by Standard & Poor's Rating
Services or Fl or higher by Fitch Ratings Ltd or P-1 or higher by Moody's
Investor Services Limited, or, if no rating is available in respect of the
conunercial paper, the issuer ofwbich has, in respect of its long-tem1 unsecured
and non-cred.it enhanced debt obligations, an equivalent rating;

(d)

sterling bills of exchange eligible for rediscount at the Bank of England ( or their
dematcrialised equivalent) and accepted by an Acceptable Bank;

(e)

any investment in money market funds which:

(f)

(i)

have a credit rating of either A-I or higher by Standard & Poor' s Rating
Services or Fl or higher by Fitch Ratings Ltd or P- 1 or higher by Moody's
Investor Services Limited;

(ii)

which invest substantia lly a ll their assets in securities of the types described in
paragraphs (a) to (d) above; and

(iii)

can be turned into cash on not more than 30 days' notice; or

any other debt security approved by the Majority Lenders,

in each case, denominated in a currency of an Acceptable Jurisdiction and to which any member
of a Borrower Group is alone (or together with other members of that Borrower Group
beneficially entitled at that time and which is not issued or guaranteed by any member of that
Borrower Group or subject to any Security Interest (other than Security Interests pennitted
under sub-clauses 20.5.3(1) and (k) of Clause 20.5 (~tiveµooge)).
" Consolidat:Erl EBITDA" means the consolidated net pre-taxation profits of a Borrower Group
for a Measurement Period as adjusted by:
(a)

adding back Interest Payable with respect to that Borrower Group;

(b)

taking no account of any exceptional or extraordinary item;

(c)

excluding any amount attributable to minority interests;

(d)

adding back depreciation and amortisation; and

(e)

taking no account of any revaluation of an asset or any loss or gain over book value
arising on the disposal of an asset ( otherwise than in the ord inary course of trading) by
a member of that Borrower Group during that Measurement Period.

"Interest Payable'' means, in relation to any Measurement Period, all interest payable and
similar charges of a Borrower Group expressed in tbe Base Currency and determined on a
consolidated basis in accordance with Applicable Accounting Principles but excluding interest
payable or similar cbarges of that Borrower Group in relation to intra-Borrower Group items,
loans from Affiliates and shareholder loans to the extent that such intra-Borrower Group items,
loans from Affiliates and/or sbareholder loans are subordinated on the terms set out in a
Subordination Deed.

"Ma:isurement Pericxl" means each period of 12 months ending on 31 March or 30 September.

"R0Jlllat.ory A.g:;et Base'' means at any date, the regulatory asset base of a Borrower for such
date as last determined and notified to that Borrower by OFGEM (interpolated as necessary and
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(iii) which matures within one year after the relevant date of calculation; and (iv) which has a credit rating of either A-l or higher by Standard & Poor’s Rating Services or F1 or higher by Fitch Ratings Ltd or P-1 or higher by Moody’s Investor Services Limited, or, if no rating is available in respect of the commercial paper, the issuer of which has, in respect of its long-term unsecured and non-credit enhanced debt obligations, an equivalent rating; (d) sterling bills of exchange eligible for rediscount at the Bank of England (or their dematerialised equivalent) and accepted by an Acceptable Bank; (e) any investment in money market funds which: (i) have a credit rating of either A-l or higher by Standard & Poor’s Rating Services or F1 or higher by Fitch Ratings Ltd or P-1 or higher by Moody’s Investor Services Limited; (ii) which invest substantially all their assets in securities of the types described in paragraphs (a) to (d) above; and (iii) can be turned into cash on not more than 30 days’ notice; or (f) any other debt security approved by the Majority Lenders, in each case, denominated in a currency of an Acceptable Jurisdiction and to which any member of a Borrower Group is alone (or together with other members of that Borrower Group beneficially entitled at that time and which is not issued or guaranteed by any member of that Borrower Group or subject to any Security Interest (other than Security Interests permitted under sub-clauses 20.5.3(l) and (k) of Clause 20.5 (Negative pledge)). “Consolidated EBITDA” means the consolidated net pre-taxation profits of a Borrower Group for a Measurement Period as adjusted by: (a) adding back Interest Payable with respect to that Borrower Group; (b) taking no account of any exceptional or extraordinary item; (c) excluding any amount attributable to minority interests; (d) adding back depreciation and amortisation; and (e) taking no account of any revaluation of an asset or any loss or gain over book value
arising on the disposal of an asset (otherwise than in the ordinary course of trading) by a member of that Borrower Group during that Measurement Period. “Interest Payable” means, in relation to any Measurement Period, all interest payable and similar charges of a Borrower Group expressed in the Base Currency and determined on a consolidated basis in accordance with Applicable Accounting Principles but excluding interest payable or similar charges of that Borrower Group in relation to intra-Borrower Group items, loans from Affiliates and shareholder loans to the extent that such intra-Borrower Group items, loans from Affiliates and/or shareholder loans are subordinated on the terms set out in a Subordination Deed. “Measurement Period” means each period of 12 months ending on 31 March or 30 September. “Regulatory Asset Base” means at any date, the regulatory asset base of a Borrower for such date as last determined and notified to that Borrower by OFGEM (interpolated as necessary and 60

adjusted for additions to the regulatory asset base and adjusted as appropriate for out-turn
inflation / regulatory depreciation).
"Total Net Debt'' means, at any time, the consolidated Financial Indebtedness of a Borrower
Group which is required to be accounted for as debt in the consolidated annual financial
statements of that Borrower Group less the aggregate at such time of all Cash or Cash
Equivalent Investments held by any member of that Borrower Group excluding intra-Borrower
Group items, loans from Affiliates and sha reholder loans to the extent that such intra-Borrower
Group items, loans from Affiliates and/or shareholder loans are subordinated on the terms set
out in a Subordination Deed.
19.2

Intapretation
19.2.1 Except as provided to the contrary in this Agreement, an accounting term used in this
Clause is to be construed in accordance with the principles applied in connection with
the Original Financial Statements.
19.2.2 Any amount in a currency other than the Base Currency is to be taken into account at
its Base Currency equivalent calculated on the basis of:
(a)

the Agent's Spot Rate of Exchange on the day the relevant amount falls to be
calculated; or

(b)

if the amount is to be calculated on the last day of a financial period of a
Borrower, the relevant rates of exchange used by that Borrower in, or in
connection with, its financial statements for that period.

19.2.3 No item must be credited or deducted more than once in any calculation under this
Clause.
19.2.4 For the avoidance of doubt and notwithstanding anything to the contrary in this
Agreement, any calculation under Clause 19.3 (lnterest:Cover) and Clause 19.4 (Asset
Cover) with respect to a certain Borrower shall be calculated using only the financial
information applicable to that Borrower and its Borrower Group.
19.3

Inta:'est cover
Each Borrower, under its respective Facility, must ensure that the ratio of Consolidated
EBITDA to Interest Payable is not, on the last day of each Measurement Period, less than 3 to
I.

19 .4

Asset Cover
Each Borrower, under its respective Facility, must ensure that on the last day of each
Measurement Period, Total Net Debt does not exceed 85% of its Regulatory Asset Base.

20.

GENERAL COVENANTS

20.1

G0:1eral
Each Borrower agrees to be bound by the covenants set out in this Clause relating to it and,
where the covenant is expressed to apply to each of its Material Subsidiaries or each member
of its Borrower Group, the relevant Borrower must ensure that each of its Material Subsidiaries
or each of its Subsidiaries, as the case may be, perfo,ms that covenant.
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adjusted for additions to the regulatory asset base and adjusted as appropriate for out-turn inflation / regulatory depreciation). “Total Net Debt” means, at any time, the consolidated Financial Indebtedness of a Borrower Group which is required to be accounted for as debt in the consolidated annual financial statements of that Borrower Group less the aggregate at such time of all Cash or Cash Equivalent Investments held by any member of that Borrower Group excluding intra-Borrower Group items, loans from Affiliates and shareholder loans to the extent that such intra-Borrower Group items, loans from Affiliates and/or shareholder loans are subordinated on the terms set out in a Subordination Deed. 19.2 Interpretation 19.2.1 Except as provided to the contrary in this Agreement, an accounting term used in this Clause is to be construed in accordance with the principles applied in connection with the Original Financial Statements. 19.2.2 Any amount in a currency other than the Base Currency is to be taken into account at its Base Currency equivalent calculated on the basis of: (a) the Agent’s Spot Rate of Exchange on the day the relevant amount falls to be calculated; or (b) if the amount is to be calculated on the last day of a financial period of a Borrower, the relevant rates of exchange used by that Borrower in, or in connection with, its financial statements for that period. 19.2.3 No item must be credited or deducted more than once in any calculation under this Clause. 19.2.4 For the avoidance of doubt and notwithstanding anything to the contrary in this Agreement, any calculation under Clause 19.3 (Interest Cover) and Clause 19.4 (Asset Cover) with respect to a certain Borrower shall be calculated using only the financial information applicable to that Borrower and its Borrower Group. 19.3 Interest cover Each Borrower, under its respective Facility, must ensure that the ratio of Consolidated EBITDA to Interest Payable is not, on the last day of each
Measurement Period, less than 3 to 1. 19.4 Asset Cover Each Borrower, under its respective Facility, must ensure that on the last day of each Measurement Period, Total Net Debt does not exceed 85% of its Regulatory Asset Base. 20. GENERAL COVENANTS 20.1 General Each Borrower agrees to be bound by the covenants set out in this Clause relating to it and, where the covenant is expressed to apply to each of its Material Subsidiaries or each member of its Borrower Group, the relevant Borrower must ensure that each of its Material Subsidiaries or each of its Subsidiaries, as the case may be, performs that covenant. 61

20.2

Authorisations
Eacb Borrower must promptly obtain, maintain and comply with tbe terms of any authorisation
required under any law or regulation to enable it to perfonn its obligations under, or, su bject to
the Legal Reservations, for the validi ty or enforceability of, any Finance Document.

20.3

Compliance with laws
Each member of each Borrower Group must comply in all respects with all laws to which it is
subject where faiJure to do so would materially impair its ability lo perform its obligations under
the Finance Documents.

20.4

Pari ressu ranking
Each Borrower must ensure that its payment obligations under the Finance Documents rank al
least µui
with all its other present and future unsecured payment obligations, except for
obligations mandatorily preferred by law applying to companies generally.

ressu

20.5

Negative plooge
ln this Clause 20.5, "Quasi.-Sa;urlty Interest" means an arrangement or transaction described
in sub-clause 20.5.2 below.

20.5.1 Except as provided below, neither a Borrower nor any of its Material Subsidiaries may
create or allow to exist any Security Interest or Quasi-Security Interest on any of its
assets.

20.5.2 Except as provided below, neither a Borrower nor any of its Material Subsidiaries may:
(a)

sell, transfer or otherwise dispose of any of its assets on terms whereby they
are or may be leased to or re-acquired by that Borrower or any Material
Subsidiary of that Borrower;

(b)

sell, transfer or otherwise dispose of any of its receivables on recourse tenns;

(c)

enter into any arrangement under which money or the benefit of a bank or other
account may be applied, set-off or made subject to a combination of accounts;
or

(d)

enter into any other preferential arrangement having a si milar effect,

in circumstances where the arrangement or transaction is entered into primarily as a
method of raising Financial Indebtedness or of financing the acquisition of an asset.

20.5.3 Sub-clauses 20.5.1 and 20.5.2 do not apply to:
(a)

any lien arising by operation of law and in the ordinary course of trading;

(b)

any netting or set-off arrangement entered into by a Borrower in the ordinary
course of its banking arrangements for the purpose of netting debit and credit
balances of members of its Borrower Group;

(c)

any Security Interest or Quasi-Security Interest created under or io connection
with or arising out of the Balancing and Settlement Code or any transactions or
arrangements entered into in connection witb the management of risks relati.ng
thereto;
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20.2 Authorisations Each Borrower must promptly obtain, maintain and comply with the terms of any authorisation required under any law or regulation to enable it to perform its obligations under, or, subject to the Legal Reservations, for the validity or enforceability of, any Finance Document. 20.3 Compliance with laws Each member of each Borrower Group must comply in all respects with all laws to which it is subject where failure to do so would materially impair its ability to perform its obligations under the Finance Documents. 20.4 Pari passu ranking Each Borrower must ensure that its payment obligations under the Finance Documents rank at least pari passu with all its other present and future unsecured payment obligations, except for obligations mandatorily preferred by law applying to companies generally. 20.5 Negative pledge In this Clause 20.5, “Quasi-Security Interest” means an arrangement or transaction described in sub-clause 20.5.2 below. 20.5.1 Except as provided below, neither a Borrower nor any of its Material Subsidiaries may create or allow to exist any Security Interest or Quasi-Security Interest on any of its assets. 20.5.2 Except as provided below, neither a Borrower nor any of its Material Subsidiaries may: (a) sell, transfer or otherwise dispose of any of its assets on terms whereby they are or may be leased to or re-acquired by that Borrower or any Material Subsidiary of that Borrower; (b) sell, transfer or otherwise dispose of any of its receivables on recourse terms; (c) enter into any arrangement under which money or the benefit of a bank or other account may be applied, set-off or made subject to a combination of accounts; or (d) enter into any other preferential arrangement having a similar effect, in circumstances where the arrangement or transaction is entered into primarily as a method of raising Financial Indebtedness or of financing the acquisition of an asset. 20.5.3 Sub-clauses 20.5.1 and 20.5.2 do not apply to: (a) any
lien arising by operation of law and in the ordinary course of trading; (b) any netting or set-off arrangement entered into by a Borrower in the ordinary course of its banking arrangements for the purpose of netting debit and credit balances of members of its Borrower Group; (c) any Security Interest or Quasi-Security Interest created under or in connection with or arising out of the Balancing and Settlement Code or any transactions or arrangements entered into in connection with the management of risks relating thereto; 62

(d)

in respect of overdue amounts which have not been overdue for more than 30
days and/or are being contested in good faith, liens arising solely by operation
of law or by order of a court or tribunal (or by an agreement of similar effect)
and/or in the ordinary course of day to day business or operations;

(e)

any Security Interest or Quasi-Security Interest arising out of title retention
provisions in a supplier's standard conditions of supply of goods acquired in
the ordinary course of business or operations;

(f)

any Security Interest or Quasi-Security Interest created on any asset acquired
after the date of this Agreement for the sole purpose of financing or
re-financing that acquisition and securing a principal, capital or nominal
amount not exceeding the cost of thal acquisition, provided that the Security
Interest or Quasi-Security Interest is removed or discharged within 6 months of
the date of acquisition of such asset;

(g)

any Security Interest or Quasi-Security Interest outstanding on or over any asset
acquired after the date of this Agreement and in existence at the date of such
acquisition, provided that the Security Interest or Quasi-Security Interest is
removed or discharged within six months of the date of acquisition of such
asset;

(h)

any Security Interest or Quasi-Security Interest created or outstanding on or
over any asset of any company which becomes a Material Subsidiary of the
relevant Borrower after the date of this Agreement where such Security Interest
or Quasi-Security Interest is created prior to the date on which such company
becomes a Material Subsidiary of that Borrower and is not created or increased
in contemplation of such company being acquired and/or becoming a Material
Subsidiary of that Borrower and the Security lnterest or Quasi-Security Interest
is removed or discharged within six months of the date of such company
becoming a Material Subsidiary of that Borrower;

(i)

any Quasi-Security Interest arising as a result of a disposal which is a disposal
permitted under sub-clause 20.6.2;

G)

any netting arrangements under any swap or other hedging transaction which
is on standard market terms;

(k)

any Security Interest or Quasi-Security Interest over bank accounts of a
Borrower in favour of the account holding bank with whom it maintains a
banking relationship in the ordinary course of trade and granted as part of that
bank's standard terms and conditions;

(I)

any Security Interest or Quasi-Security Interest created or outstanding with the
prior approval of the Majority Lenders; and

(m)

any Security interest or Quasi-Security lnterest created or outstanding on or
over assets of each Borrower or any of its Material Subsidiaries provided that
the aggregate outstanding principal or nominal amount secured by all Security
Interests and Quasi-Security Interest created or outstanding under this
exception on or over such assets shall not at any time exceed £25,000,000 or
its equivalent in respect of any Borrower Group.
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(d) in respect of overdue amounts which have not been overdue for more than 30 days and/or are being contested in good faith, liens arising solely by operation of law or by order of a court or tribunal (or by an agreement of similar effect) and/or in the ordinary course of day to day business or operations; (e) any Security Interest or Quasi-Security Interest arising out of title retention provisions in a supplier’s standard conditions of supply of goods acquired in the ordinary course of business or operations; (f) any Security Interest or Quasi-Security Interest created on any asset acquired after the date of this Agreement for the sole purpose of financing or re-financing that acquisition and securing a principal, capital or nominal amount not exceeding the cost of that acquisition, provided that the Security Interest or Quasi-Security Interest is removed or discharged within 6 months of the date of acquisition of such asset; (g) any Security Interest or Quasi-Security Interest outstanding on or over any asset acquired after the date of this Agreement and in existence at the date of such acquisition, provided that the Security Interest or Quasi-Security Interest is removed or discharged within six months of the date of acquisition of such asset; (h) any Security Interest or Quasi-Security Interest created or outstanding on or over any asset of any company which becomes a Material Subsidiary of the relevant Borrower after the date of this Agreement where such Security Interest or Quasi-Security Interest is created prior to the date on which such company becomes a Material Subsidiary of that Borrower and is not created or increased in contemplation of such company being acquired and/or becoming a Material Subsidiary of that Borrower and the Security Interest or Quasi-Security Interest is removed or discharged within six months of the date of such company becoming a Material Subsidiary of that Borrower; (i) any Quasi-Security Interest arising as a result of a disposal
which is a disposal permitted under sub-clause 20.6.2; (j) any netting arrangements under any swap or other hedging transaction which is on standard market terms; (k) any Security Interest or Quasi-Security Interest over bank accounts of a Borrower in favour of the account holding bank with whom it maintains a banking relationship in the ordinary course of trade and granted as part of that bank’s standard terms and conditions; (l) any Security Interest or Quasi-Security Interest created or outstanding with the prior approval of the Majority Lenders; and (m) any Security Interest or Quasi-Security Interest created or outstanding on or over assets of each Borrower or any of its Material Subsidiaries provided that the aggregate outstanding principal or nominal amount secured by all Security Interests and Quasi-Security Interest created or outstanding under this exception on or over such assets shall not at any time exceed £25,000,000 or its equivalent in respect of any Borrower Group. 63

20.6

Disposals
20.6.l Except as provided below, no member of a Borrower Group may, eitber in a single
transaction or in a series of transactions and whether related or not, dispose of all or
any part of its assets (other than cash) where the higber of the market value and the net
consideration receivable (when aggregated with the higher of the market value and the
net consideration receivable from any previous disposal by members of that Borrower
Group) exceeds£5,000,000 (or its equivalent) in total during the term of this Agreement
in respect of any Borrower Group.
20.6.2 Sub-clause 20.6. l does not apply to:
(a)

any disposal made in the ordinary course of day to day busi ness or operations
of the disposing entity (including, without limitation, disposals of subsidiaries
or lines of business, provided that this shall not include a disposal of the core
electricity distribution business);

(b)

disposals on nom1al commercial terms of obsolete assets or assets no longer
required for the purpose of the relevant Person's business or operations;

(c)

any realisation of investments acquired, purchased or made by the temporary
application of funds not immediately required i11 the relevant Person's business
or operations;

(d)

the exchange of assets for other assets of a si milar or superior nature and value
(other than an exchange of a non-cash asset for cash), or the sale of assets on
normal commercial terms for cash which is payable in full on the completion
of the sale and is to be, and is, applied in or towards the purchase of similar
assets withi n 12 months of that disposal (or, if contractuall y committed to be
used within 12 months, are actually used within 18 months of that disposal);

(e)

the di sposal of assets by one wholly-owned Subsidi ary of a Borrower to another
of its wholly-owned Subsidiaries or (if the consideration for the disposal does
not exceed a normal commercial consideration) to a Borrower by one of its
Subsidiaries;

(I)

disposals in connection with sale-and-leaseback or sale and repurchase
transactions or any other form of "off balance sheet" fioanciog, provided that
the aggregate book value (in the books of the disposing party) of all assets the
subject of all sucb disposals made during the period commencing on the date
of this Agreement and ending on the date when no amount remains to be lent
or remains payable under this Agreement shall not exceed £50,000,000 in
respect of any Borrower Group;

(g)

any disposal wh ich the Majority Lenders shall have agreed shall not be taken
into account;

(h)

arising as a result of any Security Interest or Quasi-Security Interest permitted
under sub-clause 20.5.3 above;

(i)

the application or disposal of cash not otherwise prohibited under the Finance
Documents;

(j)

any disposal by a member of a Borrower Group compulsorily required by law
or regulation baving the force of law or any order of any government entity
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20.6 Disposals 20.6.1 Except as provided below, no member of a Borrower Group may, either in a single transaction or in a series of transactions and whether related or not, dispose of all or any part of its assets (other than cash) where the higher of the market value and the net consideration receivable (when aggregated with the higher of the market value and the net consideration receivable from any previous disposal by members of that Borrower Group) exceeds £5,000,000 (or its equivalent) in total during the term of this Agreement in respect of any Borrower Group. 20.6.2 Sub-clause 20.6.1 does not apply to: (a) any disposal made in the ordinary course of day to day business or operations of the disposing entity (including, without limitation, disposals of subsidiaries or lines of business, provided that this shall not include a disposal of the core electricity distribution business); (b) disposals on normal commercial terms of obsolete assets or assets no longer required for the purpose of the relevant Person’s business or operations; (c) any realisation of investments acquired, purchased or made by the temporary application of funds not immediately required in the relevant Person’s business or operations; (d) the exchange of assets for other assets of a similar or superior nature and value (other than an exchange of a non-cash asset for cash), or the sale of assets on normal commercial terms for cash which is payable in full on the completion of the sale and is to be, and is, applied in or towards the purchase of similar assets within 12 months of that disposal (or, if contractually committed to be used within 12 months, are actually used within 18 months of that disposal); (e) the disposal of assets by one wholly-owned Subsidiary of a Borrower to another of its wholly-owned Subsidiaries or (if the consideration for the disposal does not exceed a normal commercial consideration) to a Borrower by one of its Subsidiaries; (f) disposals in connection with sale-andleaseback or sale and repurchase transactions or any other form of “off balance sheet” financing, provided that the aggregate book value (in the books of the disposing party) of all assets the subject of all such disposals made during the period commencing on the date of this Agreement and ending on the date when no amount remains to be lent or remains payable under this Agreement shall not exceed £50,000,000 in respect of any Borrower Group; (g) any disposal which the Majority Lenders shall have agreed shall not be taken into account; (h) arising as a result of any Security Interest or Quasi-Security Interest permitted under sub-clause 20.5.3 above; (i) the application or disposal of cash not otherwise prohibited under the Finance Documents; (j) any disposal by a member of a Borrower Group compulsorily required by law or regulation having the force of law or any order of any government entity 64

made thereunder and having the force of law provided that and to the extent
permitted by such law or regulation:

20.7

(i)

such disposal is made for fair market value; and

(ii)

such disposal docs not have a Material Adverse Effect.

Environmental matte:'s
20.7.1 Each Borrower will and will ensure that its Material Subsidiaries will comply with all
app licable Environ.mental Law and other regulations, orders or otber law applicable to
the conduct of the business of the supply or distribution of electricity, in each case,
where failure to do so would have a Material Adverse Effect.
20.7.2 Each Borrower will, promptly upon becoming aware of the same, inform the Facility
Agent in writing of:
(a)

any Environmental Claim against any member of its Borrower Group which is
current, pending or threatened; and

(b)

any facts or circumstances which are reasonably likely to resu lt in any
Environmental Claim being commenced or threatened against any member of
its Borrower Group,

where the claim, if determined against that member of the Borrower Group, wou ld have
a Material Adverse Effect.
20.8

Insurance
Each member of a Borrower Group must insure its business and assets with insurance
companies to such an extent and against such risks as that member of the Borrower Group
reasonably considers to be appropriate, having regard to the insurance arrangements of
companies engaged in similar business.

20.9

Merg:r
20.9.1 No Borrower shall enter into any amalgamation, demerger, merger or corporate
reconstruction.
20.9.2 Clause 20.9.1 above shall not apply to any sale, lease, transfer or other disposal
permitted pursuant to Clause 20.6 (Disposals).

20.1 o Change of business
Each Borrower shall procure that no substantial change is made to tbe general nature of the
business of that Borrower or its Borrower Group from that carried on at the date of this
Agreement.
20.11

ACXIUisitions
20.11.1 Except as provided below, no Borrower or any of its Material Subsidiaries may acquire
a company or any shares or securities or a business or undertaking (or, in each case,
any interest in any of them).
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made thereunder and having the force of law provided that and to the extent permitted by such law or regulation: (i) such disposal is made for fair market value; and (ii) such disposal does not have a Material Adverse Effect. 20.7 Environmental matters 20.7.1 Each Borrower will and will ensure that its Material Subsidiaries will comply with all applicable Environmental Law and other regulations, orders or other law applicable to the conduct of the business of the supply or distribution of electricity, in each case, where failure to do so would have a Material Adverse Effect. 20.7.2 Each Borrower will, promptly upon becoming aware of the same, inform the Facility Agent in writing of: (a) any Environmental Claim against any member of its Borrower Group which is current, pending or threatened; and (b) any facts or circumstances which are reasonably likely to result in any Environmental Claim being commenced or threatened against any member of its Borrower Group, where the claim, if determined against that member of the Borrower Group, would have a Material Adverse Effect. 20.8 Insurance Each member of a Borrower Group must insure its business and assets with insurance companies to such an extent and against such risks as that member of the Borrower Group reasonably considers to be appropriate, having regard to the insurance arrangements of companies engaged in similar business. 20.9 Merger 20.9.1 No Borrower shall enter into any amalgamation, demerger, merger or corporate reconstruction. 20.9.2 Clause 20.9.1 above shall not apply to any sale, lease, transfer or other disposal permitted pursuant to Clause 20.6 (Disposals). 20.10 Change of business Each Borrower shall procure that no substantial change is made to the general nature of the business of that Borrower or its Borrower Group from that carried on at the date of this Agreement. 20.11 Acquisitions 20.11.1 Except as provided below, no Borrower or any of its Material
Subsidiaries may acquire a company or any shares or securities or a business or undertaking (or, in each case, any interest in any of them). 65

20. 11 .2 Provided that no Event of Default is outstanding on the date of the acq uisition and none
would occur as a result of the acquisition, sub-clause 20.11.1 does not apply to:

20. 12

(a)

an acquisition by a member of a Borrower Group of an asset sold, leased,
transferred or otherwise disposed of by another member of that Borrower
Group as pem1itted under sub-clause 20.6.2 of Clause 20.6 (DiSJX)Sals) above;

(b)

an acqu isition where the consideration (including associated costs and
expenses) for the acquisition (when aggregated with the consideration
(including associated costs and expenses) for any other acquisition permitted
under this paragraph) during the tenn of this Agreement does not exceed 2.5%
of the sum of the issued share capital, share premium and consolidated reserves
(including retained earnings) of the relevant Borrower, as shown by its most
recent audited consolidated financial statements; and

(c)

any acquisition which the Majority Lenders shall have consented to in writing.

Prohibition on the Debt Purchase Transactions
No Borrower shall, and each Borrower shall procure that each other member of its Borrower
Group shall not, enter into any Debt Purchase Transaction or beneficially own all or any part of
the share capital ofa company that is a Lender or a party to a Debt Pu rchase Transaction of the
type referred to in paragraphs (b) and (c) of the definition of Debt Purchase Transaction.

20.13

Prohibition on Subsidiary Financial Indebt.Erlne»
Each Borrower shall procure that no member of its Borrower Group (other than that Borrower)
will incur or allow to remain outstanding any Financial Indebtedness unless the relevant
member of its Bo1Tower Group is a special purpose vehicle incorporated solely for the purpose
of incurring such Fi nancial Indebtedness and which does not undertake any other activities.

20.14 Arm's-length transactions
No Borrower shall (and each Borrower shall ensure that no member of its Borrower Group will)
enter into any transaction with any person except on arm 's-length terms and for full market
value, unless to do so would be in contravention of the Licence, provide:i that if, at any time,
the Licence is not in effect, no Borrower shall (and each Borrower shall ensure no member of
its Borrower Group will) enter into any transaction with any person except on ann's-length
terms and for full market value.
20. 15

P6.1Si.ons
20. I 5.1 Each Borrower shall ensure that no action or omission is taken by any member of its
Borrower Group in relation to a pension scheme which bas or is reasonably likely to
have a Material Adverse Effect (including, without limitation, the termination or
commencement of winding-up proceedings of any such pension scheme).
20.15.2 Except for in respect of WPDSWa of the Western Power Utilities Pension Scheme and
the lnfralec 92 Scheme, the WPD Group of the Electricity Supply Pension Scheme (and
in the case of merger, the CN Group of the ESPS) each Borrower shall ensure that no
member of its Borrower Group is an employer (for the purposes of sections 38 to 51 of
the Pensions Act 2004) of an occupational pension scheme which is not a money
purchase scheme (both terms as defined in tbe Pension Schemes Act 1993) or
"connected" with or an "associate" of (as those terms are used in sections 38 or 43 of
the Pensions Act 2004) such an employer.
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20.11.2 Provided that no Event of Default is outstanding on the date of the acquisition and none would occur as a result of the acquisition, sub-clause 20.11.1 does not apply to: (a) an acquisition by a member of a Borrower Group of an asset sold, leased, transferred or otherwise disposed of by another member of that Borrower Group as permitted under sub-clause 20.6.2 of Clause 20.6 (Disposals) above; (b) an acquisition where the consideration (including associated costs and expenses) for the acquisition (when aggregated with the consideration (including associated costs and expenses) for any other acquisition permitted under this paragraph) during the term of this Agreement does not exceed 2.5% of the sum of the issued share capital, share premium and consolidated reserves (including retained earnings) of the relevant Borrower, as shown by its most recent audited consolidated financial statements; and (c) any acquisition which the Majority Lenders shall have consented to in writing. 20.12 Prohibition on the Debt Purchase Transactions No Borrower shall, and each Borrower shall procure that each other member of its Borrower Group shall not, enter into any Debt Purchase Transaction or beneficially own all or any part of the share capital of a company that is a Lender or a party to a Debt Purchase Transaction of the type referred to in paragraphs (b) and (c) of the definition of Debt Purchase Transaction. 20.13 Prohibition on Subsidiary Financial Indebtedness Each Borrower shall procure that no member of its Borrower Group (other than that Borrower) will incur or allow to remain outstanding any Financial Indebtedness unless the relevant member of its Borrower Group is a special purpose vehicle incorporated solely for the purpose of incurring such Financial Indebtedness and which does not undertake any other activities. 20.14 Arm’s-length transactions No Borrower shall (and each Borrower shall ensure that no member of its Borrower Group will)
enter into any transaction with any person except on arm’s-length terms and for full market value, unless to do so would be in contravention of the Licence, provided that if, at any time, the Licence is not in effect, no Borrower shall (and each Borrower shall ensure no member of its Borrower Group will) enter into any transaction with any person except on arm’s-length terms and for full market value. 20.15 Pensions 20.15.1 Each Borrower shall ensure that no action or omission is taken by any member of its Borrower Group in relation to a pension scheme which has or is reasonably likely to have a Material Adverse Effect (including, without limitation, the termination or commencement of winding-up proceedings of any such pension scheme). 20.15.2 Except for in respect of WPDSWa of the Western Power Utilities Pension Scheme and the Infralec 92 Scheme, the WPD Group of the Electricity Supply Pension Scheme (and in the case of merger, the CN Group of the ESPS) each Borrower shall ensure that no member of its Borrower Group is an employer (for the purposes of sections 38 to 51 of the Pensions Act 2004) of an occupational pension scheme which is not a money purchase scheme (both terms as defined in the Pension Schemes Act 1993) or “connected” with or an “associate” of (as those terms are used in sections 38 or 43 of the Pensions Act 2004) such an employer. 66

20. 15.3 Each Borrower shall promptly notify the Facility Agent of any material change in the
rate of contributions payable to any of the pension schemes mentioned in
sub-clause 20. [ 5.2 above paid or required (by law or otherwise).
20.15.4 Each Borrower shall immediately notify the Facility Agent of any investigation or
proposed invest.igation by the Pensions Regulator which may lead to the issue of a
Financial Support Direction or a Contribution Notice to any member of its Borrower
Group.
20. 15.5 Each Borrower shall immediately notify the Facility Agent if it receives a Fi nancia l
Support Direction or a Contribution Notice from the Pensions & Regulator.
20.16

Lia:noo
Each Borrower will at al l times:
20. I 6.1 comply with the terms of the Licence in all material respects;
20.16.2 without prej udice to the generality of sub-clause 20.16.l above, comply with the ring
fencing provisions of the Licence in all respects; and
20.16.3 not take any action or make any omission which is reasonably likely to result in the
revocation or termination of the Licence.

20 .17

Investment Grade Rating
Each Borrower shall procure that its long-term, unsecured and non credit-enhanced debt
obligations shall be rated Baa3/BBB-, or such higher rating as required by the Licence, or
above, by at least one of Fitch, Moody' s and Standard and Poor's and shall not be rated below
Baa3/BBB-, or such higher rating as required by the Licence, by any of Fitch, Moody's or
Standard and Poor's.

20. I 8 Sanctions
20. 18.I No Borrower, nor any other member of its Borrower Group, shall be the subject of any
sanctions ad.ministered or enforced by the U.S. Department of Treasury's Office of
Foreign Assets Control (the "OFAC"), the United Nations Security Council (the
"UNSC"), the European Union, Her Majesty's Treasury (the "HMT''), or otber relevant
sanctions authority (collectively, "Sanctions"), and no member of a Borrower Group
shall be located, organized or resident in a country or territory tbat is the subject of
country-wide or territory-wide Sanctions.
20. 18.2 Each Borrower undertakes that no member of its Borrower Group will, directly or
indirectly, use the proceeds of the transaction, or lend, contTibute or otherwise make
available such proceeds to any subsidiary, joint venture partner or other individual or
entity (the " Perron"):
(a)

to fund any activities of or business with any Person, or in Syria, Cuba, lran,
North Korea, Sudan or in any other country or territory, that, at the time of such
funding, is the subject of country-wide or territory-wide Sanctions; or

(b)

in any other manner that will result in a violation by any Person (including any
Person participating in the transaction, whether as underwriter, advisor,
investor or otherwise) of Sanctions.

20.18.3 Each Borrower shall ensure that the source of any funds for discharging its obligations
under this Agreement is not obtained from any designated target of any Sanctions or

67

20.15.3 Each Borrower shall promptly notify the Facility Agent of any material change in the rate of contributions payable to any of the pension schemes mentioned in sub-clause 20.15.2 above paid or required (by law or otherwise). 20.15.4 Each Borrower shall immediately notify the Facility Agent of any investigation or proposed investigation by the Pensions Regulator which may lead to the issue of a Financial Support Direction or a Contribution Notice to any member of its Borrower Group. 20.15.5 Each Borrower shall immediately notify the Facility Agent if it receives a Financial Support Direction or a Contribution Notice from the Pensions & Regulator. 20.16 Licence Each Borrower will at all times: 20.16.1 comply with the terms of the Licence in all material respects; 20.16.2 without prejudice to the generality of sub-clause 20.16.1 above, comply with the ring fencing provisions of the Licence in all respects; and 20.16.3 not take any action or make any omission which is reasonably likely to result in the revocation or termination of the Licence. 20.17 Investment Grade Rating Each Borrower shall procure that its long-term, unsecured and non credit-enhanced debt obligations shall be rated Baa3/BBB-, or such higher rating as required by the Licence, or above, by at least one of Fitch, Moody’s and Standard and Poor’s and shall not be rated below Baa3/BBB-, or such higher rating as required by the Licence, by any of Fitch, Moody’s or Standard and Poor’s. 20.18 Sanctions 20.18.1 No Borrower, nor any other member of its Borrower Group, shall be the subject of any sanctions administered or enforced by the U.S. Department of Treasury’s Office of Foreign Assets Control (the “OFAC”), the United Nations Security Council (the “UNSC”), the European Union, Her Majesty’s Treasury (the “HMT”), or other relevant sanctions authority (collectively, “Sanctions”), and no member of a Borrower Group shall be located, organized or resident in a country
or territory that is the subject of country-wide or territory-wide Sanctions. 20.18.2 Each Borrower undertakes that no member of its Borrower Group will, directly or indirectly, use the proceeds of the transaction, or lend, contribute or otherwise make available such proceeds to any subsidiary, joint venture partner or other individual or entity (the “Person”): (a) to fund any activities of or business with any Person, or in Syria, Cuba, Iran, North Korea, Sudan or in any other country or territory, that, at the time of such funding, is the subject of country-wide or territory-wide Sanctions; or (b) in any other manner that will result in a violation by any Person (including any Person participating in the transaction, whether as underwriter, advisor, investor or otherwise) of Sanctions. 20.18.3 Each Borrower shall ensure that the source of any funds for discharging its obligations under this Agreement is not obtained from any designated target of any Sanctions or 67

any of Syria, Cuba, Iran, North Korea, Sudan or any other country or territory, that, at
the time of such payment, is the subject of country-wide or territory-wide Sanctions.
20. 18.4 Any provision of this Clause 20.18 or Clause 17.19 (Sanctions) shall not apply to or in
favour of any person if and to the extent that it would result in a breach, by or in respect
of that person, of any applicable Blocking Law.
20. 18.5 For the purposes of this Clause 20.18, "Blocking Law" means:
(a)

any provision of Council Regulation (EC) No 2271 / 1996 of22 November 1996
(or any law or regulation implementing such Regulation in any member state
of the European Union or the U.K.);

(b)

section
7
of
the
German
( ~ r d r r u r g ); or

(c)

any similar blocking or anti-boycott law in the U.K.

Foreign

Trade

Regulation

20. l 9 Anti-Corruption
20.19.J No Borrower shall (and each Borrower shall ensure that no other member of its
Borrower Group will) use the proceeds, or cause or pem1it the proceeds of any Loan to
be used, directly or indirectly, in any way that wou ld be in breach of applicable
anti-corruption laws.
20.19.2 Each Borrower shall (and shall ensure that each other member of its Borrower Group
will):

20.20

(a)

conduct its businesses in compliance with applicable anti -corruption laws; and

(b)

maintain policies and procedures designed to promote and achieve compliance
with such laws.

FSMA
Each Borrower shall promptly notify the Facility Agent if it is or becomes a re levant financial
institution (an " RF1") as defined in The Financial Services and Markets Act 2000 (Excluded
Activities and Prohibitions) Order 20 I4 (EAPO) and the date on which it became an RF!.

21.

DEFAULT

21.l

Evruts of Default
Each of the events set out in this Clause is an Event of Default.

21.2

Non-payment
A Borrower fails to pay an y sum payable under any Finance Document when due unless its
failure to pay is caused by:
(a)

administrative or technical error; or

(b)

a Disruption Event,

and payment is made within five Business Days of its due date.
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any of Syria, Cuba, Iran, North Korea, Sudan or any other country or territory, that, at the time of such payment, is the subject of country-wide or territory-wide Sanctions. 20.18.4 Any provision of this Clause 20.18 or Clause 17.19 (Sanctions) shall not apply to or in favour of any person if and to the extent that it would result in a breach, by or in respect of that person, of any applicable Blocking Law. 20.18.5 For the purposes of this Clause 20.18, “Blocking Law” means: (a) any provision of Council Regulation (EC) No 2271/1996 of 22 November 1996 (or any law or regulation implementing such Regulation in any member state of the European Union or the U.K.); (b) section 7 of the German Foreign Trade Regulation (Außenwirtschaftsverordnung); or (c) any similar blocking or anti-boycott law in the U.K. 20.19 Anti-Corruption 20.19.1 No Borrower shall (and each Borrower shall ensure that no other member of its Borrower Group will) use the proceeds, or cause or permit the proceeds of any Loan to be used, directly or indirectly, in any way that would be in breach of applicable anti-corruption laws. 20.19.2 Each Borrower shall (and shall ensure that each other member of its Borrower Group will): (a) conduct its businesses in compliance with applicable anti-corruption laws; and (b) maintain policies and procedures designed to promote and achieve compliance with such laws. 20.20 FSMA Each Borrower shall promptly notify the Facility Agent if it is or becomes a relevant financial institution (an “RFI”) as defined in The Financial Services and Markets Act 2000 (Excluded Activities and Prohibitions) Order 2014 (EAPO) and the date on which it became an RFI. 21. DEFAULT 21.1 Events of Default Each of the events set out in this Clause is an Event of Default. 21.2 Non-payment A Borrower fails to pay any sum payable under any Finance Document when due unless its failure to pay is caused by: (a) administrative or technical error; or (b) a
Disruption Event, and payment is made within five Business Days of its due date. 68

2 1.3

Brrech of other obligations
21.3 .l A Borrower does not perform or comply with its obligations under Clause 19
(Fi.naocial Cova::ants), Clause 20.5 (N:lgative pledge), Clause 20.6 (Disp:)Sals) or
Clause 20.11 (Acquisitions).
21.3.2 A Borrower does not perform or comply with any of its obligations, other than those
described in sub-clause 21.3. 1 above, under any Fi nance Document or any
representation or warranty by that Borrower in this Agreement or in any document
delivered under it is or proves to have been incorrect when made or deemed repeated,
unless the non-compliance or circumstances giving rise to the misrepresentation, as the
case may be, is capable of remedy and is not remedied within 20 Business Days of the
earlier of the Facility Agent giving notice requiring the same to be remedied and that
Borrower becoming aware of such non -compliance or misrepresentation, as the case
may be.

2 1.4

Cross-default
21.4.l Subject to Clause 21.15.2
(a)

any Financial Indebtedness (excluding intra-Borrower Group Financial
Indebtedness and any shareholder loans) of any member of a Borrower Group
is not paid when due nor within any originally applicable grace period.

(b)

any Financial Indebtedness (excluding intra-Borrower Group Financial
Indebtedness and any shareholder loans) of any member of a Borrower Group
is declared to be or otherwise becomes due and payable prior to its specified
maturity as a result of an event of defau lt (however described).

(c)

any commitment for any Financial indebtedness (excl uding intra-Borrower
Group Financial lndebtedness and any shareholder loans) of any member of a
Borrower Group is cancelled or suspended by a creditor of that member of that
Borrower Group as a result of an event of default (however described).

(d)

any creditor of any member of a Borrower Group becomes entitled to declare
any Financial Indebtedness (exclud ing intra-Borrower Group Financial
Indebtedness and any shareholder loans) of any member of that Borrower
Group due and payable prior to its specified maturity as a result ofan event of
default (however described).

21.4.2 No Event of Default wi ll occur under this Clause 21.4 unless and unti l the aggregate
amount of such Financial Indebtedness fa lling within Clause 21.4. 1 above is more than
£20,000,000 or its equivalent io any other currency or currencies in respect of any
Borrower Group.
2 1.5

Insolvmcy
21.5. I Any of the following occurs in respect of a Borrower:
(a)

it is unable to pay its debts generally as they fall due or it is deemed by a court
of competent jurisdiction to be insolvent;

(b)

it suspends making payments on all or any class of its debts or publicly
announces an intention to do so;
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21.3 Breach of other obligations 21.3.1 A Borrower does not perform or comply with its obligations under Clause 19 (Financial Covenants), Clause 20.5 (Negative pledge), Clause 20.6 (Disposals) or Clause 20.11 (Acquisitions). 21.3.2 A Borrower does not perform or comply with any of its obligations, other than those described in sub-clause 21.3.1 above, under any Finance Document or any representation or warranty by that Borrower in this Agreement or in any document delivered under it is or proves to have been incorrect when made or deemed repeated, unless the non-compliance or circumstances giving rise to the misrepresentation, as the case may be, is capable of remedy and is not remedied within 20 Business Days of the earlier of the Facility Agent giving notice requiring the same to be remedied and that Borrower becoming aware of such non-compliance or misrepresentation, as the case may be. 21.4 Cross-default 21.4.1 Subject to Clause 21.15.2: (a) any Financial Indebtedness (excluding intra-Borrower Group Financial Indebtedness and any shareholder loans) of any member of a Borrower Group is not paid when due nor within any originally applicable grace period. (b) any Financial Indebtedness (excluding intra-Borrower Group Financial Indebtedness and any shareholder loans) of any member of a Borrower Group is declared to be or otherwise becomes due and payable prior to its specified maturity as a result of an event of default (however described). (c) any commitment for any Financial Indebtedness (excluding intra-Borrower Group Financial Indebtedness and any shareholder loans) of any member of a Borrower Group is cancelled or suspended by a creditor of that member of that Borrower Group as a result of an event of default (however described). (d) any creditor of any member of a Borrower Group becomes entitled to declare any Financial Indebtedness (excluding intra-Borrower Group Financial Indebtedness and any
shareholder loans) of any member of that Borrower Group due and payable prior to its specified maturity as a result of an event of default (however described). 21.4.2 No Event of Default will occur under this Clause 21.4 unless and until the aggregate amount of such Financial Indebtedness falling within Clause 21.4.1 above is more than £20,000,000 or its equivalent in any other currency or currencies in respect of any Borrower Group. 21.5 Insolvency 21.5.1 Any of the following occurs in respect of a Borrower: (a) it is unable to pay its debts generally as they fall due or it is deemed by a court of competent jurisdiction to be insolvent; (b) it suspends making payments on all or any class of its debts or publicly announces an intention to do so; 69

(c)

by reason of actual or anticipated financial difficulties, it begins negotiations
with all or any class of its creditors for the general rescheduling of its
indebtedness; or

(d)

a moratorium is declared in respect of any of its i.ndebtedness.

21.5 .2 1f a moratorium occurs in respect of a Borrower, the ending of the moratorium wilJ not
remedy any Event of Default caused by the moratorium.
2 1.6

InrolvEncy proceedings
21.6.1 Except as provided below, any of the following occurs in respect of a Borrower:
(a)

a suspension of payments, a moratorium of any indebtedness or a
reorganisation (by way of voluntary arrangement, scheme of arrangement or
otherwise);

(b)

any person presents a petition for its winding-up, administration or dissolution;

(c)

an order for its winding-up, administration or dissolution is made;

(d)

any liquidator, trustee in bankmptcy, judicial custodian, compulsory manager,
receiver, administrative receiver, administrator or similar officer is appointed
in respect of it or any of its assets;

(e)

its directors or other officers request the appointment of a liquidator, trustee in
bankruptcy, judicial custodian, compulsory manager, receiver, administrative
receiver, administrator or similar officer;

(f)

enforcement of any Security Interest over any of its assets; or

(g)

any other analogous step or procedure is taken in any j urisdiction.

21.6.2 Sub-clause 21.6. l does not apply lo:

21. 7

(a)

a petition for winding-up presented by a creditor wh ich is being actively
contested in good faith and with due diligence and with a reasonable prospect
of success; or

(b)

a voluntary solvent winding-up, amalgamation, reconstruction or
reorganisation or otherwise part of a solvent scheme of arrangement, in each
case which is on terms approved by the Majority Lenders.

Creditors' proo:ss
A distress, attachment, execution or other legal process material in relation to a Borrower's
ability to perform its payment obligations under this Agreement is levied, enforced or sued out
on or against the assets of that Borrower. No Event of defau lt will occur under this Clause if
the distress, attachment, execution or other legal process is being contested in good faith and
with due diligence and is discharged within 30 days.
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(c) by reason of actual or anticipated financial difficulties, it begins negotiations with all or any class of its creditors for the general rescheduling of its indebtedness; or (d) a moratorium is declared in respect of any of its indebtedness. 21.5.2 If a moratorium occurs in respect of a Borrower, the ending of the moratorium will not remedy any Event of Default caused by the moratorium. 21.6 Insolvency proceedings 21.6.1 Except as provided below, any of the following occurs in respect of a Borrower: (a) a suspension of payments, a moratorium of any indebtedness or a reorganisation (by way of voluntary arrangement, scheme of arrangement or otherwise); (b) any person presents a petition for its winding-up, administration or dissolution; (c) an order for its winding-up, administration or dissolution is made; (d) any liquidator, trustee in bankruptcy, judicial custodian, compulsory manager, receiver, administrative receiver, administrator or similar officer is appointed in respect of it or any of its assets; (e) its directors or other officers request the appointment of a liquidator, trustee in bankruptcy, judicial custodian, compulsory manager, receiver, administrative receiver, administrator or similar officer; (f) enforcement of any Security Interest over any of its assets; or (g) any other analogous step or procedure is taken in any jurisdiction. 21.6.2 Sub-clause 21.6.1 does not apply to: (a) a petition for winding-up presented by a creditor which is being actively contested in good faith and with due diligence and with a reasonable prospect of success; or (b) a voluntary solvent winding-up, amalgamation, reconstruction or reorganisation or otherwise part of a solvent scheme of arrangement, in each case which is on terms approved by the Majority Lenders. 21.7 Creditors’ process A distress, attachment, execution or other legal process material in relation to a Borrower’s ability to perform its payment obligations under this Agreement is levied, enforced or sued out on or agains
the assets of that Borrower. No Event of default will occur under this Clause if the distress, attachment, execution or other legal process is being contested in good faith and with due diligence and is discharged within 30 days. 70

2 1.8

Licence
Either:
2 l.8.1 notice is given to revoke or terminate the Licence unless such termination is being
contested in good faith and such notice is revoked or cancelled within 14 days of notice
being given; or
21.8.2 the Licence is revoked,
in either case, other tban in circumstances which permjt a Borrower or its Subsidiaries to carry
on the distribution business of that Borrower either without a licence as a result of any change
in the Act or regulatory regime or with a new licence, permitting the distribution of electricity
in the authorised areas covered by the Licence, issued under the Act or pursuant to the Utilities
Act, 2000.

2 1.9

Balancing and &ttl.e:nent Code
21.9.l A Borrower ceases to be a party to the Balancing and Settlement Code Framework
Agreement other than in circumstances where that Borrower is able to carry on its
distribution business; or
21 .9.2 a Borrower breaches the Balancing and Settlement Code and such breach has or is
reasonably likely to have a Material Adverse Effect.

21. IO Unlawfulness and invalidity
21.10.l lt is or becomes unlawful for a Borrower to perform any of its obligations under the
Finance Documents in any material respect.
21 .10.2 Any obligation or obligations of a Borrower under any Finance Documents are not
(subject to the Legal Reservations) or cease to be legal, va lid, binding or enforceable
and the cessation individually or cumulatively materially and adversely affects the
interests of the Lenders under the Finance Documents.
21.11

Cessation of business
A Borrower suspends or ceases to carry on (or threatens to suspend or cease to carry on) all or
a material part of its busi ness except as a result of a disposal permitted by Clause 20.6

(DiS(X)Sclls).
2 1. 12

RE:l)udiation and rerission of agra:ments
A Borrower (or any other relevant party otber than a Finance Party) rescinds or purports to
rescind or repudiates or purports to repudiate a Finance Docwnent or evidences an intention to
rescind or repudiate a Finance Document.

21.13

Ownership of other BoITQ\,\,ff Group rompanies
A Borrower ceases to own (directly or indirectly) I 00% of the shares in any of its Subsidiaries:
(a)

which is engaged in the core electricity distribution business; or

(b)

in respect of which it has any actua l or contingent financia l obligations other
than as a result of a solvent liqu idation or reorganisation so long as any
payments or assets distributed as a result of such solvent liquidation or
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21.8 Licence Either: 21.8.1 notice is given to revoke or terminate the Licence unless such termination is being contested in good faith and such notice is revoked or cancelled within 14 days of notice being given; or 21.8.2 the Licence is revoked, in either case, other than in circumstances which permit a Borrower or its Subsidiaries to carry on the distribution business of that Borrower either without a licence as a result of any change in the Act or regulatory regime or with a new licence, permitting the distribution of electricity in the authorised areas covered by the Licence, issued under the Act or pursuant to the Utilities Act, 2000. 21.9 Balancing and Settlement Code 21.9.1 A Borrower ceases to be a party to the Balancing and Settlement Code Framework Agreement other than in circumstances where that Borrower is able to carry on its distribution business; or 21.9.2 a Borrower breaches the Balancing and Settlement Code and such breach has or is reasonably likely to have a Material Adverse Effect. 21.10 Unlawfulness and invalidity 21.10.1 It is or becomes unlawful for a Borrower to perform any of its obligations under the Finance Documents in any material respect. 21.10.2 Any obligation or obligations of a Borrower under any Finance Documents are not (subject to the Legal Reservations) or cease to be legal, valid, binding or enforceable and the cessation individually or cumulatively materially and adversely affects the interests of the Lenders under the Finance Documents. 21.11 Cessation of business A Borrower suspends or ceases to carry on (or threatens to suspend or cease to carry on) all or a material part of its business except as a result of a disposal permitted by Clause 20.6 (Disposals). 21.12 Repudiation and rescission of agreements A Borrower (or any other relevant party other than a Finance Party) rescinds or purports to rescind or repudiates or purports to repudiate a Finance Document or evidences an intention to rescind or repudiate a
Finance Document. 21.13 Ownership of other Borrower Group companies A Borrower ceases to own (directly or indirectly) 100% of the shares in any of its Subsidiaries: (a) which is engaged in the core electricity distribution business; or (b) in respect of which it has any actual or contingent financial obligations other than as a result of a solvent liquidation or reorganisation so long as any payments or assets distributed as a result of such solvent liquidation or 71

reorganisation are distributed to other members of the relevant Borrower
Group.
2 1. 14

MatErial Adverse Effe:t
Any event or circumstance occurs which has or is reasonably likely to have a Material Adverse
Effect.

2 1. 15

Acx::X':lleration
2l.l5 .I lf an Event of Default is outstanding, the facility Agent may, and must if so instructed
by the Majority Lenders, by notice to the relevant Borrower:
(a)

cancel the relevant Available Commitments of each Lender whereupon such
Available Commitment shall immediately be cancelled and the relevant
Facility shall immediate ly cease to be available for further utilisation; and/or

(b)

declare that all or part of any amounts outstanding under the Finance
Documents are:
(i)

immediately due and payable; and/or

(ii)

payable on demand by the Facility Agent acting on the instructions of
the Majority Lenders.

Any notice given under this sub-clause will take effect in accordance with its
terms.
21.l 5.2 Notwithstanding any other provisions of this Agreement, any Default or Event of
Default in relation to a Borrower or any member of its Borrower Group shall not:
(a)

constitute a Default or Event of Default; or

(b)

have the effect of cross-Default pursuant to Clause 21.4,

in each case, in respect of any other Borrower or member of its Borrower Group (unless
a Default or Event of Default has separately arisen with respect to that other Borrower
or such other Borrower' s Borrower Group in its own right).
21.15.3 Any acceleration pursuant to this Clause 21.15 shall on.ly apply to such defaulting
Borrower or member of its Borrower Group and not to any other Borrower or member
of such Borrower's Borrower Group (unless a Default or Event of Default has
separately arisen with respect to that other Borrower or such Borrower's Borrower
Group in its own right).

22.

ROLE OF THE FACILITY AGENT, THE ARRANGER AND THE REFERENCE

BANKS
22. I

Appointment of the Facility Agent
22.1.1 Each of the Arrangers and the Lenders irrevocably appoints the Facility Agent to act as
its agent under and in connection with the finance Documents.
22.1 .2 Each of the Arrangers and the Lenders irrevocably authorises the facility Agent to:
(a)

perform the duties, obligations and responsibilities and to exercise the rights,
powers, authorities and discretions that are specifically given to the Facility
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reorganisation are distributed to other members of the relevant Borrower Group. 21.14 Material Adverse Effect Any event or circumstance occurs which has or is reasonably likely to have a Material Adverse Effect. 21.15 Acceleration 21.15.1 If an Event of Default is outstanding, the Facility Agent may, and must if so instructed by the Majority Lenders, by notice to the relevant Borrower: (a) cancel the relevant Available Commitments of each Lender whereupon such Available Commitment shall immediately be cancelled and the relevant Facility shall immediately cease to be available for further utilisation; and/or (b) declare that all or part of any amounts outstanding under the Finance Documents are: (i) immediately due and payable; and/or (ii) payable on demand by the Facility Agent acting on the instructions of the Majority Lenders. Any notice given under this sub-clause will take effect in accordance with its terms. 21.15.2 Notwithstanding any other provisions of this Agreement, any Default or Event of Default in relation to a Borrower or any member of its Borrower Group shall not: (a) constitute a Default or Event of Default; or (b) have the effect of cross-Default pursuant to Clause 21.4, in each case, in respect of any other Borrower or member of its Borrower Group (unless a Default or Event of Default has separately arisen with respect to that other Borrower or such other Borrower’s Borrower Group in its own right). 21.15.3 Any acceleration pursuant to this Clause 21.15 shall only apply to such defaulting Borrower or member of its Borrower Group and not to any other Borrower or member of such Borrower’s Borrower Group (unless a Default or Event of Default has separately arisen with respect to that other Borrower or such Borrower’s Borrower Group in its own right). 22. ROLE OF THE FACILITY AGENT, THE ARRANGER AND THE REFERENCE BANKS 22.1 Appointment of the Facility Agent 22.1.1 Each of the Arrangers and the
Lenders irrevocably appoints the Facility Agent to act as its agent under and in connection with the Finance Documents. 22.1.2 Each of the Arrangers and the Lenders irrevocably authorises the Facility Agent to: (a) perform the duties, obligations and responsibilities and to exercise the rights, powers, authorities and discretions that are specifically given to the Facility 72

Agent under or in connection with the Finance Documents, together with any
other incidental rights, powers and discretions; and
(b)
22.2

execute each Finance Document expressed to be executed by the Facility
Agent.

Instructions
22.2.1 The Facility Agent shall:
(a)

(b)

unless a contrary indi.cation appears in a Finance Document, exercise or refrain
from exercising any right, power, authority or discretion vested in it as Facility
Agent in accordance with any instrnctions given to it by:
(i)

all Lenders if the relevant Finance Document stipulates the matter is an
all Lender decision; and

(ii)

in all other cases, the Majority Lenders; and

not be liable for any act (or omission) if it acts (or refrains from acting) in
accordance with paragraph (a) above.

22.2.2 The Facility Agent shall be entitled to request instrnctions, or clarification of any
instrnction, from the Majority Lenders (or, if the relevant Finance Document stipulates
the matter is a decision for any other Lender or group of Lenders, from that Lender or
group of Lenders) as to whether, and in what manner, it should exercise or refrain from
exercising any right, power, authority or discretion. The Facility Agent may refrain
from acting unless and until it receives any such instructions or clarification that it bas
requested.
22.2.3 Save in the case of decisions stipulated to be a matter for any other Lender or group of
Lenders under the relevant Finance Document and unless a contrary indication appears
in a Finance Document, any instrnctions given to the Facility Agent by the Majority
Lenders shall override any conflicting instructions given by any other Parties and will
be binding on all Finance Parties.
22.2.4 The Facility Agent may refrain from acting in accordance with any instructions of any
Lender or group of Lenders until it has received any indemnification and/or security
that it may in its discretion require (which may be greater in extent than that contained
in the Finance Documents and which may inc lude payment in advance) for any cost,
loss or liability which it may incur in complying with those instructions.
22.2.5 In the absence of instructions, the Facility Agent may act (or refrain from acting) as it
considers to be in the best interest of tbe Lenders.
22.2.6 The Facility Agent is not authorised to act on behalf of a Lender (without fust obtaining
that Lender's consent) in any legal or arbitration proceedings relating to any Finance
Document.
22.3

Duties of the Facility Agent
22.3. l The Facility Agent has only those duties which are expressly specified in the Finance
Documents. Those duties are solely of a mechanical and adm inistrative nature.
22.3.2 Subject to clause 22.3.3 below, the Facility Agent shall promptly forward to a Party the
original or a copy of any document which is delivered to the Facility Agent for that
Party by any otber Party.
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Agent under or in connection with the Finance Documents, together with any other incidental rights, powers and discretions; and (b) execute each Finance Document expressed to be executed by the Facility Agent. 22.2 Instructions 22.2.1 The Facility Agent shall: (a) unless a contrary indication appears in a Finance Document, exercise or refrain from exercising any right, power, authority or discretion vested in it as Facility Agent in accordance with any instructions given to it by: (i) all Lenders if the relevant Finance Document stipulates the matter is an all Lender decision; and (ii) in all other cases, the Majority Lenders; and (b) not be liable for any act (or omission) if it acts (or refrains from acting) in accordance with paragraph (a) above. 22.2.2 The Facility Agent shall be entitled to request instructions, or clarification of any instruction, from the Majority Lenders (or, if the relevant Finance Document stipulates the matter is a decision for any other Lender or group of Lenders, from that Lender or group of Lenders) as to whether, and in what manner, it should exercise or refrain from exercising any right, power, authority or discretion. The Facility Agent may refrain from acting unless and until it receives any such instructions or clarification that it has requested. 22.2.3 Save in the case of decisions stipulated to be a matter for any other Lender or group of Lenders under the relevant Finance Document and unless a contrary indication appears in a Finance Document, any instructions given to the Facility Agent by the Majority Lenders shall override any conflicting instructions given by any other Parties and will be binding on all Finance Parties. 22.2.4 The Facility Agent may refrain from acting in accordance with any instructions of any Lender or group of Lenders until it has received any indemnification and/or security that it may in its discretion require (which may be greater in extent than that contained in the Finance Documents and which may include
payment in advance) for any cost, loss or liability which it may incur in complying with those instructions. 22.2.5 In the absence of instructions, the Facility Agent may act (or refrain from acting) as it considers to be in the best interest of the Lenders. 22.2.6 The Facility Agent is not authorised to act on behalf of a Lender (without first obtaining that Lender's consent) in any legal or arbitration proceedings relating to any Finance Document. 22.3 Duties of the Facility Agent 22.3.1 The Facility Agent has only those duties which are expressly specified in the Finance Documents. Those duties are solely of a mechanical and administrative nature. 22.3.2 Subject to clause 22.3.3 below, the Facility Agent shall promptly forward to a Party the original or a copy of any document which is delivered to the Facility Agent for that Party by any other Party. 73

22.3.3 Without prejudice to Clause 29.9 (CowofTrarnfer Certificate, ~gnm.:rtAgreenalt
or In:::rease Confi.nra.tion to too Borro'Aa'S), clause 22.3.3 above shall not apply to any
Transfer Certificate, any Assignment Agreement or any Increase Confirmation.
22.3.4 Except where a Finance Document specifically provides otberwise, tbe Facility Agent
is not obliged to review or check the adequacy, accuracy or completeness of any
document it forwards to anotber Party.
22.3.5 If the Facility Agent receives notice from a Party referring to this Agreement,
describing a Default and stating that the circumstance described is a Default, it shall
promptly notify the other Finance Parties.
22.3.6 If the Facility Agent is aware of the non-payment of any principal, interest, commitment
fee or other fee payable to a Finance Party (other than the Facility Agent or the
Arranger) under this Agreement it shall promptly notify the other Finance Parties.
22.3.7 The Facility Agent shall have only those duties, obligations and responsibilities
expressly specified in the Finance Documents to which it is expressed to be a party (and
no others shaU be implied).
22.4

RoleoftheArrangers
Except as specifically provided in the Finance Documents, the Arranger has no obligations of
any kind to any other Party in connection with any Finance Document.

22.S

No fiduciary duties
22.5.1 Nothing in any Fi nance Documents makes an Administrative Party a trustee or
fiduciary for any other Party or any other person.
22.5 .2 No Administrative Party shall be bound to account to any Lender for any sum or the
profit element of any sum received by it for its own account.

22.6

Busine:;s with Borrower Groups
No Admin istrative Party may accept deposits from, lend money to and generally engage in any
kind of banking or other business with any member of a Borrower Group.

22.7

Rights and discretions
22.7.1 The Facility Agent may:
(a)

rely on any representation, conunun ication, notice or document believed by it
to be genuine, correct and appropriately authorised;

(b)

assume that:

(c)

(i)

any instructions received by it from the Majority Lenders, any Lenders
or any group of Lenders are duly given in accordance with the terms of
the Finance Documents; and

(ii)

unless it has received notice of revocation, that those instructions have
not been revoked; and

rely on a certificate from any person:
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22.3.3 Without prejudice to Clause 29.9 (Copy of Transfer Certificate, Assignment Agreement or Increase Confirmation to the Borrowers), clause 22.3.3 above shall not apply to any Transfer Certificate, any Assignment Agreement or any Increase Confirmation. 22.3.4 Except where a Finance Document specifically provides otherwise, the Facility Agent is not obliged to review or check the adequacy, accuracy or completeness of any document it forwards to another Party. 22.3.5 If the Facility Agent receives notice from a Party referring to this Agreement, describing a Default and stating that the circumstance described is a Default, it shall promptly notify the other Finance Parties. 22.3.6 If the Facility Agent is aware of the non-payment of any principal, interest, commitment fee or other fee payable to a Finance Party (other than the Facility Agent or the Arranger) under this Agreement it shall promptly notify the other Finance Parties. 22.3.7 The Facility Agent shall have only those duties, obligations and responsibilities expressly specified in the Finance Documents to which it is expressed to be a party (and no others shall be implied). 22.4 Role of the Arrangers Except as specifically provided in the Finance Documents, the Arranger has no obligations of any kind to any other Party in connection with any Finance Document. 22.5 No fiduciary duties 22.5.1 Nothing in any Finance Documents makes an Administrative Party a trustee or fiduciary for any other Party or any other person. 22.5.2 No Administrative Party shall be bound to account to any Lender for any sum or the profit element of any sum received by it for its own account. 22.6 Business with Borrower Groups No Administrative Party may accept deposits from, lend money to and generally engage in any kind of banking or other business with any member of a Borrower Group. 22.7 Rights and discretions 22.7.1 The Facility Agent may: (a) rely on any representation, communication, notice or
document believed by it to be genuine, correct and appropriately authorised; (b) assume that: (i) any instructions received by it from the Majority Lenders, any Lenders or any group of Lenders are duly given in accordance with the terms of the Finance Documents; and (ii) unless it has received notice of revocation, that those instructions have not been revoked; and (c) rely on a certificate from any person: 74

(i)

as to any matter of fact or circumstance which might reasonably be
expected to be within the knowledge of that person; or

(ii)

to the effect that such person approves of any particular dealing,
transaction, step, action or thing,

as sufficient evidence that that is the case and, in the case of paragraph (i)
above, may assume the truth and accuracy of that ce1iificate.
22.7.2 The Facility Agent may assume (unless it has received notice to the contrary in its
capacity as agent for the Lenders) that:
(a)

no Default has occurred (unless it has actua l knowledge of a Default arising
under Clause 21.2 (l'bn-µiyrrall:)); and

(b)

any right, power, authority or discretion vested in any Party or any group of
Lenders has not been exercised.

22.7.3 The Facility Agent may engage and pay for the advice or services of any lawyers,
accountants, tax advisers, surveyors or other professional advisers or experts.
22.7.4 Without prejudice to the generality of sub-clause 22.7.3 above or sub-clause 22.7.5
below, the Facility Agent may at any time engage and pay for the services of any
lawyers to act as independent counsel to the Facility Agent (and so separate from any
lawyers instructed by the Lenders) if the Facility Agent in its reasonable opinion deems
th is to be necessary.
22. 7.5 The Facili ty Agent may rely on the advice or services of any lawyers, accountants, tax
advisers, surveyors or other professional advisers or experts (whether obtained by the
Facility Agent or by any other Party) and shaU not be liable for any damages, costs or
losses to any person, any diminution in value or any liability whatsoever arising as a
result of its so relying.
22.7.6 The Facility Agent may act in re lation to the Finance Documents through its officers,
employees and agents.
22.7.7 Unless a Finance Document expressly provides otherwise the Facility Agent may
disclose to any other Party any information it reasonably believes it has received as
agent under this Agreement.
22.7.8 Notwithstanding any other provision of any Finance Document to the contrary, no
Admi.nistrative Party is obliged to do or omit to do anything if it would, or might in its
reasonable opinion, constitute a breach of any law or regulation or a breach of a
fiduciary duty or duty of confidentiality.
22.7.9 Notwithstanding any provision of any Finance Document to the contrary, the Facility
Agent is not obliged to expend or risk its own funds or otherwise incur any financial
liability in the performance of its duties, obligations or responsibilities or the exercise
of any right, po,ver, authority or discretion if it has grounds for believing the repayment
of such funds or adequate indemnity against, or security for, such risk or liability is not
reasonably assured to it.

75

(i) as to any matter of fact or circumstance which might reasonably be expected to be within the knowledge of that person; or (ii) to the effect that such person approves of any particular dealing, transaction, step, action or thing, as sufficient evidence that that is the case and, in the case of paragraph (i) above, may assume the truth and accuracy of that certificate. 22.7.2 The Facility Agent may assume (unless it has received notice to the contrary in its capacity as agent for the Lenders) that: (a) no Default has occurred (unless it has actual knowledge of a Default arising under Clause 21.2 (Non-payment)); and (b) any right, power, authority or discretion vested in any Party or any group of Lenders has not been exercised. 22.7.3 The Facility Agent may engage and pay for the advice or services of any lawyers, accountants, tax advisers, surveyors or other professional advisers or experts. 22.7.4 Without prejudice to the generality of sub-clause 22.7.3 above or sub-clause 22.7.5 below, the Facility Agent may at any time engage and pay for the services of any lawyers to act as independent counsel to the Facility Agent (and so separate from any lawyers instructed by the Lenders) if the Facility Agent in its reasonable opinion deems this to be necessary. 22.7.5 The Facility Agent may rely on the advice or services of any lawyers, accountants, tax advisers, surveyors or other professional advisers or experts (whether obtained by the Facility Agent or by any other Party) and shall not be liable for any damages, costs or losses to any person, any diminution in value or any liability whatsoever arising as a result of its so relying. 22.7.6 The Facility Agent may act in relation to the Finance Documents through its officers, employees and agents. 22.7.7 Unless a Finance Document expressly provides otherwise the Facility Agent may disclose to any other Party any information it reasonably believes it has received as agent under this Agreement. 22.7.8 Notwithstanding any other
provision of any Finance Document to the contrary, no Administrative Party is obliged to do or omit to do anything if it would, or might in its reasonable opinion, constitute a breach of any law or regulation or a breach of a fiduciary duty or duty of confidentiality. 22.7.9 Notwithstanding any provision of any Finance Document to the contrary, the Facility Agent is not obliged to expend or risk its own funds or otherwise incur any financial liability in the performance of its duties, obligations or responsibilities or the exercise of any right, power, authority or discretion if it has grounds for believing the repayment of such funds or adequate indemnity against, or security for, such risk or liability is not reasonably assured to it. 75

22.8

Responsibility for documentation
22.8.l No Administrative Party is responsible or liable for:

22.9

(a)

the adequacy, accuracy or completeness of any information (whether oral or
written) supplied by the Facility Agent, the Arranger, any Borrower or any
other person in or in connection with any Finance Document or the transactions
contemplated in the Finance Documents or any other agreement, arrangement
or document entered into, made or executed in anticipation of, under or in
connection with any Fi nance Document;

(b)

the legality, validity, effectiveness, adeq uacy or enforceability of any Finance
Document or any other agreement, arrangement or document entered into,
made or executed in anticipation of, under or in connection with any Finance
Docmnent; or

(c)

any detennination as to whether any information provided or to be provided to
any Finance Party is non-public information the use of which may be regulated
or prohibited by applicable Jaw or regulation relating to insider dealing or
otherwise.

No duty t.o monit.or
The Facility Agent shall not be bound to enquire:
22.9. l whether or not any Default has occurred;

22.9.2 as to the performance, default or any breach by any Party of its obligations under any
Finance Document; or

22.9.3 whether any other event specified in any Fi nance Document has occurred.
22.10 Exdusionofliability
22. 10.1 Without limiting sub-clause 22. 10.2 below (and without prejudice to any other
provision of any Finance Document excluding or limiting the liability of the Facility
Agent), the Facility Agent will not be liable for:
(a)

any damages, costs or losses to any person, any diminution in value, or any
liability whatsoever arising as a result of taking or not taking any action under
or in connection with any Finance Document, unless directly caused by its
gross negligence or wilful misconduct;

(b)

exercising, or not exercising, any right, power, authority or discretion given to
it by, or in connection with, any Finance Document or any other agreement,
arrangement or document entered into, made or executed in anticipation of,
under or in connection with, any Finance Document, other than by reason of its
gross negligence or wilful misconduct; or

(c)

without prejudice to the generality of paragraphs (a) and (b) above, any
damages, costs or losses to any person, any diminution in value or any liability
whatsoever (including, without limitation, for negligence or any other category
of liability whatsoever but not including any claim based on the fraud of the
Facility Agent) arising as a resu lt of:
(i)

any act, event or circtunstance not reasonably within its control; or
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22.8 Responsibility for documentation 22.8.1 No Administrative Party is responsible or liable for: (a) the adequacy, accuracy or completeness of any information (whether oral or written) supplied by the Facility Agent, the Arranger, any Borrower or any other person in or in connection with any Finance Document or the transactions contemplated in the Finance Documents or any other agreement, arrangement or document entered into, made or executed in anticipation of, under or in connection with any Finance Document; (b) the legality, validity, effectiveness, adequacy or enforceability of any Finance Document or any other agreement, arrangement or document entered into, made or executed in anticipation of, under or in connection with any Finance Document; or (c) any determination as to whether any information provided or to be provided to any Finance Party is non-public information the use of which may be regulated or prohibited by applicable law or regulation relating to insider dealing or otherwise. 22.9 No duty to monitor The Facility Agent shall not be bound to enquire: 22.9.1 whether or not any Default has occurred; 22.9.2 as to the performance, default or any breach by any Party of its obligations under any Finance Document; or 22.9.3 whether any other event specified in any Finance Document has occurred. 22.10 Exclusion of liability 22.10.1 Without limiting sub-clause 22.10.2 below (and without prejudice to any other provision of any Finance Document excluding or limiting the liability of the Facility Agent), the Facility Agent will not be liable for: (a) any damages, costs or losses to any person, any diminution in value, or any liability whatsoever arising as a result of taking or not taking any action under or in connection with any Finance Document, unless directly caused by its gross negligence or wilful misconduct; (b) exercising, or not exercising, any right, power, authority or discretion given to it by, or in connection with, any
Finance Document or any other agreement, arrangement or document entered into, made or executed in anticipation of, under or in connection with, any Finance Document, other than by reason of its gross negligence or wilful misconduct; or (c) without prejudice to the generality of paragraphs (a) and (b) above, any damages, costs or losses to any person, any diminution in value or any liability whatsoever (including, without limitation, for negligence or any other category of liability whatsoever but not including any claim based on the fraud of the Facility Agent) arising as a result of: (i) any act, event or circumstance not reasonably within its control; or 76

(ii)

the general risks of investment in, or the holding of assets in, any
jurisdiction,

including (in each case and without limitation) such damages, costs, losses,
diminution in value or liabiljty arising as a result of: nationalisation,
expropriation or other govenunental actions; any regulation, currency
restriction, devaluation or fluctuation; market conditions affecting the
execution or settlement of transactions or the value of assets (including any
Disruption Event); breakdown, failure or malfunction of any third party
transport, telecommunications, computer services or systems; natural disasters
or acts of God; war, terrorism, insurrection or revolution; or strikes or industrial
action.
22. 10.2 No Patty (other than the Facility Agent) may take any proceedings agai nst any officer,
employee or agent of the Facility Agent in respect of any claim it might have against
the Facility Agent or in respect of any act or omission of any kind by that officer,
employee or agent in relation to any Finance Document and any officer, employee or
agent of the Facility Agent may rely on this sub-clause 22. 10.2 subject to
Clause l .3(Ihird i:art;y rights) and the provisions of the Third Parties Act.
22. 10.3 The Facility Agent will not be liable for any delay (or any related consequences) in
crediting an account with an amount required under the Finance Documents to be paid
by the Facility Agent if the Facility Agent has taken all necessary steps as soon as
reasonably practicable to comply with the regu lations or operating procedures of any
recognised clearing or settlement system used by the Facility Agent for that purpose.
22.10.4 Nothing in this Agreement shall oblige an Admiojstrative Party to carry out:
(a)

any "know your customer" or other checks in relation to any person; or

(b)

any check on the extent to which any transaction contemplated by this
Agreement might be unlawful for any Lender or for any Affiliate of any Lender,

on behalf of any Lender and each Lender confirms to the Facility Agent and the
Arranger that it is solely responsible for any such checks it is required to carry out and
that it may not rely on any statement in relation to such checks made by an
Administrative Party.
22. 10.5 W ithout prejudice to any provision of any Finance Document excluding or limiting the
Facility Agent's liability, any liability of the Facility Agent arising under or in
connection with any Finance Document shall be limited to the amount of actual loss
which has been suffered (as determined by reference to the date of default of the Facility
Agent or, iflater, the date on which the loss arises as a result of such defau lt) but without
reference to any special conditions or circumstances known to the Facility Agent at any
time which increase the runount of that loss. In no event shall the Facility Agent be
liable for any loss of profits, goodwill, reputation, business opporturuty or anticipated
saving, or for special, ptmitive, indi rect or consequential damages, whether or not the
Facility Agent has been advised of the possibility of such loss or damages.
22.11

Lenders' indemnity to the Facility Agent
Each Lender shall (in proportion to its share of the Total Commitments or, if the Total
Commitments are then zero, to its share of the Total Commitments immediately prior to their
reduction to zero) indemnify the Facility Agent, within three Business Days of demand, against
any cost, Joss or liability (incl uding, without limitation, for negligence or any other category of
liability whatsoever) incurred by the Facility Agent (otherwise than by reason of the Facility
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(ii) the general risks of investment in, or the holding of assets in, any jurisdiction, including (in each case and without limitation) such damages, costs, losses, diminution in value or liability arising as a result of: nationalisation, expropriation or other governmental actions; any regulation, currency restriction, devaluation or fluctuation; market conditions affecting the execution or settlement of transactions or the value of assets (including any Disruption Event); breakdown, failure or malfunction of any third party transport, telecommunications, computer services or systems; natural disasters or acts of God; war, terrorism, insurrection or revolution; or strikes or industrial action. 22.10.2 No Party (other than the Facility Agent) may take any proceedings against any officer, employee or agent of the Facility Agent in respect of any claim it might have against the Facility Agent or in respect of any act or omission of any kind by that officer, employee or agent in relation to any Finance Document and any officer, employee or agent of the Facility Agent may rely on this sub-clause 22.10.2 subject to Clause 1.3(Third party rights) and the provisions of the Third Parties Act. 22.10.3 The Facility Agent will not be liable for any delay (or any related consequences) in crediting an account with an amount required under the Finance Documents to be paid by the Facility Agent if the Facility Agent has taken all necessary steps as soon as reasonably practicable to comply with the regulations or operating procedures of any recognised clearing or settlement system used by the Facility Agent for that purpose. 22.10.4 Nothing in this Agreement shall oblige an Administrative Party to carry out: (a) any "know your customer" or other checks in relation to any person; or (b) any check on the extent to which any transaction contemplated by this Agreement might be unlawful for any Lender or for any Affiliate of any Lender, on behalf of any Lender and each Lender confirms to the
Facility Agent and the Arranger that it is solely responsible for any such checks it is required to carry out and that it may not rely on any statement in relation to such checks made by an Administrative Party. 22.10.5 Without prejudice to any provision of any Finance Document excluding or limiting the Facility Agent's liability, any liability of the Facility Agent arising under or in connection with any Finance Document shall be limited to the amount of actual loss which has been suffered (as determined by reference to the date of default of the Facility Agent or, if later, the date on which the loss arises as a result of such default) but without reference to any special conditions or circumstances known to the Facility Agent at any time which increase the amount of that loss. In no event shall the Facility Agent be liable for any loss of profits, goodwill, reputation, business opportunity or anticipated saving, or for special, punitive, indirect or consequential damages, whether or not the Facility Agent has been advised of the possibility of such loss or damages. 22.11 Lenders’ indemnity to the Facility Agent Each Lender shall (in proportion to its share of the Total Commitments or, if the Total Commitments are then zero, to its share of the Total Commitments immediately prior to their reduction to zero) indemnify the Facility Agent, within three Business Days of demand, against any cost, loss or liability (including, without limitation, for negligence or any other category of liability whatsoever) incurred by the Facility Agent (otherwise than by reason of the Facility 77

Agent's gross negligence or wilful misconduct) (or, in the case of any cost, loss or liability
pursuant to Clause 16.10 (Disruption t.o payrrent system, etc.), notwithstanding the Facility
Agent's negligence, gross negligence or any other category of liability whatsoever but not
including any claim based on the fraud of the Facility Agent) in acting as Facility Agent under
the Finance Documents (unless the Facility Agent has been reimbursed by a Borrower pursuant
to a Finance Document).
22.12

Resignation of the Facility Agent
22.12.1 The Facility Agent may resign and appoint one of its Affi liates acting through an office
in the U.K. as successor by giving notice to the Lenders and the Borrowers.
22.12.2 Alternatively the Facility Agent may resign by giving 30 days' notice to the Lenders
and the Borrowers, in which case the Majority Lenders (after consultation with the
Borrowers) may appoint a successor Facility Agent.
22.12.3 lftbe Majority Lenders have not appointed a successor Facility Agent in accordance
with sub-clause 22.12.2 above within 20 days after notice of resignation was given, the
retiring Facility Agent (after consultation with the Borrowers) may appoint a successor
Facility Agent (acting tluough an office in the U.K.).
22.12.4 Jf the Facility Agent wishes to resign because (acting reasonably) it has concluded that
it is no longer appropriate for it to remain as agent and the Facility Agent is entitled to
appoint a successor Facility Agent under sub-clause 22.12.3 above, the Faci lity Agent
may (if it concludes (acting reasonably) that it is necessary to do so in order to persuade
the proposed successor Facility Agent to become a party to this Agreement as Facility
Agent) a1,>Tee with the proposed successor Facility Agent amendments to this Clause 22
and any other term of this Agreement dealing with the rights or obligations of the
Facility Agent consistent with then current market practice for the appointment and
protection of corporate trustees together with any reasonable amendments to the agency
foe payable under this Agreement which are consistent with the successor Facility
Agent's normal fee rates and those amendments will bind the Parties.
22.12.5 The retiring Facility Agent shall make available to the successor Facility Agent such
documents and records and provide sucb assistance as the successor Facility Agent may
reasonably request for the purposes of perforn1ing its functions as Facility Agent under
the Finance Documents. The Borrower sball, within three Business Days of demand,
reimburse the retiring Facility Agent for the amount of all costs and expenses (including
legal fees) properly incurred by it in making availabl.e such documents and records and
providing such assistance.
22.12.6 The Facility Agent's resignation notice shall only take effect upon the appointment of
a successor.
22. 12.7 Upon the appointment of a successor, the retiring Facility Agent shall be discharged
from any further obligation in respect of the Finance Documents (other than its
obligations under paragraph 22. 12.5 above) but shall remain entitled to the benefit of
Clause 25.2 (Ot:ha' In:lermities) and this Clause 22 (and any agency fees for the
account of the retiring Facility Agent shall cease to accrue from (and shall be payable
on) that date). Any successor and each of the other Parties shall have the same rights
and obligations amongst themselves as they would have had if such successor had been
an original Party.
22.12.8 After consultation with the Borrowers, the Majority Lenders may, by notice to the
Facility Agent, require it to resign in accordance with sub-clause 22.12.2 above. In this
event, the Facility Agent shall resign in accordance with sub-clause 22.12.2 above.
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Agent's gross negligence or wilful misconduct) (or, in the case of any cost, loss or liability pursuant to Clause 16.10 (Disruption to payment systems etc.), notwithstanding the Facility Agent's negligence, gross negligence or any other category of liability whatsoever but not including any claim based on the fraud of the Facility Agent) in acting as Facility Agent under the Finance Documents (unless the Facility Agent has been reimbursed by a Borrower pursuant to a Finance Document). 22.12 Resignation of the Facility Agent 22.12.1 The Facility Agent may resign and appoint one of its Affiliates acting through an office in the U.K. as successor by giving notice to the Lenders and the Borrowers. 22.12.2 Alternatively the Facility Agent may resign by giving 30 days' notice to the Lenders and the Borrowers, in which case the Majority Lenders (after consultation with the Borrowers) may appoint a successor Facility Agent. 22.12.3 If the Majority Lenders have not appointed a successor Facility Agent in accordance with sub-clause 22.12.2 above within 20 days after notice of resignation was given, the retiring Facility Agent (after consultation with the Borrowers) may appoint a successor Facility Agent (acting through an office in the U.K.). 22.12.4 If the Facility Agent wishes to resign because (acting reasonably) it has concluded that it is no longer appropriate for it to remain as agent and the Facility Agent is entitled to appoint a successor Facility Agent under sub-clause 22.12.3 above, the Facility Agent may (if it concludes (acting reasonably) that it is necessary to do so in order to persuade the proposed successor Facility Agent to become a party to this Agreement as Facility Agent) agree with the proposed successor Facility Agent amendments to this Clause 22 and any other term of this Agreement dealing with the rights or obligations of the Facility Agent consistent with then current market practice for the appointment and protection of corporate trustees
together with any reasonable amendments to the agency fee payable under this Agreement which are consistent with the successor Facility Agent's normal fee rates and those amendments will bind the Parties. 22.12.5 The retiring Facility Agent shall make available to the successor Facility Agent such documents and records and provide such assistance as the successor Facility Agent may reasonably request for the purposes of performing its functions as Facility Agent under the Finance Documents. The Borrower shall, within three Business Days of demand, reimburse the retiring Facility Agent for the amount of all costs and expenses (including legal fees) properly incurred by it in making available such documents and records and providing such assistance. 22.12.6 The Facility Agent's resignation notice shall only take effect upon the appointment of a successor. 22.12.7 Upon the appointment of a successor, the retiring Facility Agent shall be discharged from any further obligation in respect of the Finance Documents (other than its obligations under paragraph 22.12.5 above) but shall remain entitled to the benefit of Clause 25.2 (Other Indemnities) and this Clause 22 (and any agency fees for the account of the retiring Facility Agent shall cease to accrue from (and shall be payable on) that date). Any successor and each of the other Parties shall have the same rights and obligations amongst themselves as they would have had if such successor had been an original Party. 22.12.8 After consultation with the Borrowers, the Majority Lenders may, by notice to the Facility Agent, require it to resign in accordance with sub-clause 22.12.2 above. In this event, the Facility Agent shall resign in accordance with sub-clause 22.12.2 above. 78

22.12.9 The Facility Agent shall resign in accordance with sub-clause 22.12.2 above (and, to
the extent applicable, shall use reasonable endeavours to appoint a successor Facility
Agent pursuant to clause 22.12.3 above) if on or after the date which is three months
before the earliest FATCA Application Date relating to any payment to the Facility
Agent under the Finance Documents, either:
(a)

the Facility Agent fails to respond to a request under Clause 13.8 (FAlCA
infonration) and the Borrowers or a Lender reasonably believes that the
Facility Agent will not be (or will have ceased to be) a FATCA Exempt Party
on or after that FATCA Application Date;

(b)

the information supplied by the Facility Agent pursuant to Clause 13.8 (FA1CA
infonration) indicates that the Facility Agent will not be (or will have ceased
to be) a FATCA Exempt Party on or after that FATCA Application Date; or

(c)

the Facility Agent notifies the Borrower and the Lenders that the Facility Agent
will not be (or will have ceased to be) a FATCA Exempt Party on or after that
FATCA Application Date;

and (in each case) the Borrowers or a Lender reasonably believes that a Party will be
required to make a FATCA Deduction that would not be required if the Facility Agent
were a FATCA Exempt Party, and the Borrowers or that Lender, by notice to the
Facility Agent, requires it to resign.
22.13

Confidentiality
22.13 .l In acting as agent for the Finance Parties, the Facility Agent shall be regarded as acting
through its agency division which shall be treated as a separate entity from any other
of its di visions or departments.
22.13.2 [f information is received by another division or department of the Facility Agent, it
may be treated as confidential to that division or department and the Facility Agent
shall not be deemed to have notice of it.

22.14

REiationship with the Looders
22.14.1 Subject to Clause 29.l 1 (Pro rata inta:estsEttlerrent), the Facility Agent may treat the
person shown in its records as Lender at the opening of business (in the place of the
Facility Agent's principal office as notified to the Fi nance Parties from time to time) as
the Lender acting through its Facility Office:
(a)

entitled to or liable for any payment due under any Finance Document on that
day;and

(b)

entitled to receive and act upon any notice, re.quest, document or
communication or make any decision or determination under any finance
Document made or delivered on that day,

unless it has received not less than five Business Days' prior ootice from tbat Lender to
the contrary in accordance with the terms of th is Agreement.
22. 14.2 Any Lender may by notice to the Facility Agent appoint a person to receive on its behalf
all notices, communications, information and documents to be made or despatched lo
that Lender under the Fi nance Documents. Such notice shall contain the address and
(where communication by electronic mail or other electronic means is pem1itted under
Clause 36.S (Ela::tronic oomnmication)) electronic mai l address and/or any other
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22.12.9 The Facility Agent shall resign in accordance with sub-clause 22.12.2 above (and, to the extent applicable, shall use reasonable endeavours to appoint a successor Facility Agent pursuant to clause 22.12.3 above) if on or after the date which is three months before the earliest FATCA Application Date relating to any payment to the Facility Agent under the Finance Documents, either: (a) the Facility Agent fails to respond to a request under Clause 13.8 (FATCA information) and the Borrowers or a Lender reasonably believes that the Facility Agent will not be (or will have ceased to be) a FATCA Exempt Party on or after that FATCA Application Date; (b) the information supplied by the Facility Agent pursuant to Clause 13.8 (FATCA information) indicates that the Facility Agent will not be (or will have ceased to be) a FATCA Exempt Party on or after that FATCA Application Date; or (c) the Facility Agent notifies the Borrower and the Lenders that the Facility Agent will not be (or will have ceased to be) a FATCA Exempt Party on or after that FATCA Application Date; and (in each case) the Borrowers or a Lender reasonably believes that a Party will be required to make a FATCA Deduction that would not be required if the Facility Agent were a FATCA Exempt Party, and the Borrowers or that Lender, by notice to the Facility Agent, requires it to resign. 22.13 Confidentiality 22.13.1 In acting as agent for the Finance Parties, the Facility Agent shall be regarded as acting through its agency division which shall be treated as a separate entity from any other of its divisions or departments. 22.13.2 If information is received by another division or department of the Facility Agent, it may be treated as confidential to that division or department and the Facility Agent shall not be deemed to have notice of it. 22.14 Relationship with the Lenders 22.14.1 Subject to Clause 29.11 (Pro rata interest settlement), the Facility Agent may treat the person shown in its
records as Lender at the opening of business (in the place of the Facility Agent's principal office as notified to the Finance Parties from time to time) as the Lender acting through its Facility Office: (a) entitled to or liable for any payment due under any Finance Document on that day; and (b) entitled to receive and act upon any notice, request, document or communication or make any decision or determination under any Finance Document made or delivered on that day, unless it has received not less than five Business Days' prior notice from that Lender to the contrary in accordance with the terms of this Agreement. 22.14.2 Any Lender may by notice to the Facility Agent appoint a person to receive on its behalf all notices, communications, information and documents to be made or despatched to that Lender under the Finance Documents. Such notice shall contain the address and (where communication by electronic mail or other electronic means is permitted under Clause 36.5 (Electronic communication)) electronic mail address and/or any other 79

infonnation required to enable the transmission of infonnation by that means (and, in
each case, the department or officer, if any, for whose attention communication is to be
made) and be treated as a notification of a substitute address, electronic mail address
(or such other information), department and officer by that Lender for the purposes of
Clause 36.2 (Addresses) and paragraph (b) of sub-clause 36.5.1 and the Facility Agent
shall be entitled to treat such person as the person entitled to receive all such notices,
communications, infonnation and docwuents as though that person were that Lender.
22 .15

Crooit appraisal by the Lenders
Without affecting the responsibility of any Borrower for information supplied by it or on its
behalf in connection with any Finance Document, each Lender confirms to the Admi nistrative
Parties that it has been, and will continue to be, solely responsible for making its own
independent appraisal and investigation of all risks arising under or in connection with any
Finance Document including but not limited to:
22.15. I the financial condition, status and nature of each member of any Borrower Group;
22.15.2 the legality, validity, effectiveness, adequacy or enforceability of any Finance
Document and any other agreement, arrangement or document entered into, made or
executed in anticipation of, under or i.n connection with any Finance Document;
22.15 .3 whether that Lender has recourse, and the nature and extent of that recourse, against
any Party or any of its respective assets under or in connection with any Finance
Document, the transactions contemplated by the Finance Documents or any other
agreement, arrangement or document entered into, made or executed in anticipation of,
under or in connection with any Finance Docmnent; and
22.15.4 the adequacy, accuracy or completeness of any information provided by the Facility
Agent, any Party or by any other person under or in connection with any Finance
Document, the transactions contemplated by any Finance Document or any other
agreement, arrangement or document entered into, made or executed in anticipation of,
under or in connection with any Finance Document.

22.16

Facility Agent's management time
Any amount payable to the Facility Agent under Clause 25.2 (Ot:h:!r Inda:mities), Clause 26
(Expalses) and Clause 22.11 (l..encas' indermity to the Facility Agent) shall include the cost
of utilising the Facility Agent's management time or other resources and will be calculated on
tbe basis of such reasonable daily or hourly rates as the Facility Agent may notify to tbe
Borrowers and the Lenders, and is in addition lo any fee paid or payable to the Facility Agent
under Clause 24 (Fees).

22.17

Deduction from amounts payable by the Facility Agent
If any Party owes an amount to the Facility Agent under the Finance Documents the Facility
Agent may, aft.er giving notice to that Party, deduct an amount not exceeding that amount from
any payment to that Party which the Facility Agent would otherwise be obliged to make under
the Finance Documents and app ly the amount deducted in or towards satisfaction of the amount
owed. For the purposes of the Finance Documents that Party shall be regarded as having
received any amount so deducted.

22.18

Role of Referena:i Banks
22.18.l No Reference Bank is under any obligation to provide a quotation or any other
infonnation to the Facility Agent.
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information required to enable the transmission of information by that means (and, in each case, the department or officer, if any, for whose attention communication is to be made) and be treated as a notification of a substitute address, electronic mail address (or such other information), department and officer by that Lender for the purposes of Clause 36.2 (Addresses) and paragraph (b) of sub-clause 36.5.1 and the Facility Agent shall be entitled to treat such person as the person entitled to receive all such notices, communications, information and documents as though that person were that Lender. 22.15 Credit appraisal by the Lenders Without affecting the responsibility of any Borrower for information supplied by it or on its behalf in connection with any Finance Document, each Lender confirms to the Administrative Parties that it has been, and will continue to be, solely responsible for making its own independent appraisal and investigation of all risks arising under or in connection with any Finance Document including but not limited to: 22.15.1 the financial condition, status and nature of each member of any Borrower Group; 22.15.2 the legality, validity, effectiveness, adequacy or enforceability of any Finance Document and any other agreement, arrangement or document entered into, made or executed in anticipation of, under or in connection with any Finance Document; 22.15.3 whether that Lender has recourse, and the nature and extent of that recourse, against any Party or any of its respective assets under or in connection with any Finance Document, the transactions contemplated by the Finance Documents or any other agreement, arrangement or document entered into, made or executed in anticipation of, under or in connection with any Finance Document; and 22.15.4 the adequacy, accuracy or completeness of any information provided by the Facility Agent, any Party or by any other person under or in connection with any Finance Document,
the transactions contemplated by any Finance Document or any other agreement, arrangement or document entered into, made or executed in anticipation of, under or in connection with any Finance Document. 22.16 Facility Agent's management time Any amount payable to the Facility Agent under Clause 25.2 (Other Indemnities), Clause 26 (Expenses) and Clause 22.11 (Lenders' indemnity to the Facility Agent) shall include the cost of utilising the Facility Agent's management time or other resources and will be calculated on the basis of such reasonable daily or hourly rates as the Facility Agent may notify to the Borrowers and the Lenders, and is in addition to any fee paid or payable to the Facility Agent under Clause 24 (Fees). 22.17 Deduction from amounts payable by the Facility Agent If any Party owes an amount to the Facility Agent under the Finance Documents the Facility Agent may, after giving notice to that Party, deduct an amount not exceeding that amount from any payment to that Party which the Facility Agent would otherwise be obliged to make under the Finance Documents and apply the amount deducted in or towards satisfaction of the amount owed. For the purposes of the Finance Documents that Party shall be regarded as having received any amount so deducted. 22.18 Role of Reference Banks 22.18.1 No Reference Bank is under any obligation to provide a quotation or any other information to the Facility Agent. 80

22.18.2 No Reference Bank wiU be liable for any action taken by it under or in connection with
any Finance Document, or for any Reference Bank Quotation, unless directly caused
by its gross negligence or wilful misconduct.
22.18.3 No Party (other than the relevant Reference Bank) may take any proceedings against
any officer, employee or agent of any Reference Bank in respect of any claim it might
have against that Reference Bank or iJ1 respect of any act or omission of any kind by
that officer, employee or agent in relation to any Finance Docmnent, or to any
Reference Bank Quotation, and any officer, employee or agent of each Reference Bank
may rely on this Clause 22.18 subject to Clause 1.3 (lhird Jfil1¥ rights) and the
provisions of the Third Parties Act.

22. 19 Third party Ra:e:mce Banks
A Reference Bank which is not a Party may rely on Clause 22.18 (Role of Feferenre Banks),
Clause 27.2 (Exceptions) and Clause 31 (Confidentiality of FurrlinJ Rates am Feferm:::e Bank
Quotations) subject to Clause 1.3 (lhird J0r1¥ rights) and the provisions of the Third Parties
Act.

23.

EVIDENCE AND CALCULATIONS

23.1

Acmunts
ln any litigation or arbitration proceedings arising out of or in connection with a Finance
Document, the entries made in the accounts maintained by a Finance Party are prirm facie
evidence of the mat!ers to which they relate.

23 .2

Certificates and deternJinations
Any certification or detennination by a Finance Party of a rate or amount under any Finance
Document is, in the absence of manifest error, conclusive evidence of the matters to which it
relates.

23.3

Day oount oonvmtion
Any interest, commission or fee accruing under a Finance Document will accrue from day to
day and is calculated on the basis of the actual number of days elapsed and a year of 360 days
or, in any case where the practice in the Re levant Market differs, in accordance with that market
practice.

24.

FEES

24.1

Agency fee
The Borrowers must pay to the Facility Agent for its own account an annual agency fee in the
manner agreed between the Facility Agent and the Borrowers.

24.2

Upfrontfees
The Borrowers must pay to the Facility Agent (for the account of each Original Lender) the
upfront fees as set out in a Fee Letter.

24.3

Co-ordination fee
The Borrowers must pay a co-ordination fee in the manner agreed between the Jo int
Coordinators and the Borrowers.
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22.18.2 No Reference Bank will be liable for any action taken by it under or in connection with any Finance Document, or for any Reference Bank Quotation, unless directly caused by its gross negligence or wilful misconduct. 22.18.3 No Party (other than the relevant Reference Bank) may take any proceedings against any officer, employee or agent of any Reference Bank in respect of any claim it might have against that Reference Bank or in respect of any act or omission of any kind by that officer, employee or agent in relation to any Finance Document, or to any Reference Bank Quotation, and any officer, employee or agent of each Reference Bank may rely on this Clause 22.18 subject to Clause 1.3 (Third party rights) and the provisions of the Third Parties Act. 22.19 Third party Reference Banks A Reference Bank which is not a Party may rely on Clause 22.18 (Role of Reference Banks), Clause 27.2 (Exceptions) and Clause 31 (Confidentiality of Funding Rates and Reference Bank Quotations) subject to Clause 1.3 (Third party rights) and the provisions of the Third Parties Act. 23. EVIDENCE AND CALCULATIONS 23.1 Accounts In any litigation or arbitration proceedings arising out of or in connection with a Finance Document, the entries made in the accounts maintained by a Finance Party are prima facie evidence of the matters to which they relate. 23.2 Certificates and determinations Any certification or determination by a Finance Party of a rate or amount under any Finance Document is, in the absence of manifest error, conclusive evidence of the matters to which it relates. 23.3 Day count convention Any interest, commission or fee accruing under a Finance Document will accrue from day to day and is calculated on the basis of the actual number of days elapsed and a year of 360 days or, in any case where the practice in the Relevant Market differs, in accordance with that market practice. 24. FEES 24.1 Agency fee The Borrowers must pay
to the Facility Agent for its own account an annual agency fee in the manner agreed between the Facility Agent and the Borrowers. 24.2 Upfront fees The Borrowers must pay to the Facility Agent (for the account of each Original Lender) the upfront fees as set out in a Fee Letter. 24.3 Co-ordination fee The Borrowers must pay a co-ordination fee in the manner agreed between the Joint Coordinators and the Borrowers. 81

24.4

Commitmentfee
24.4. l Eacb Borrower must, witb respect to its Facility, pay to the Facility Agent for the
account of each Lender a commitment fee computed at the rate of 35 per cent. of the
applicable Margin on the undrawn, uncancelled amount of each Lender's Commitments
under the relevant Facility for the Availability Period, calculated from the date of this
Agreement.
24.4.2 The commitment fee is payable quarterly in arrear during the Availability Period and
on the last day of the Availability Period. Accrued commitment fee is also payable to
the Facility Agent for a Lender on the date its Commitment is cancelled in full.
24.4.3 No commitment fee is payable to the Facility Agent (for the account of a Lender) on
any Available Commitment of that Lender for any day on which that Lender is a
Defaulting Lender.

24.5

Utilisation fee
24.5.1 Each Borrower must pay to the Facility Agent for the account of each Lender a
utilisation fee computed at the rate of 0.075 per cent. per annum on the aggregate
principal amount of the Loans under its Facility for each day on which the aggregate
Base Currency Amount of all Loans is less than 33.3 per cent. of tbe relevant total
Commitments under its relevant Facility.
24.5.2 Each Borrower must pay to the Facility Agent for each Lender a utilisation fee
computed at the rate of 0.15 per cent. per annum on the aggregate principal amount of
the Loans under its Facility for each day on which the aggregate Base Currency Amount
of all Loans equals or exceeds 33.3 per cent. of the relevant total Commitments under
its relevant Facility. For the avo idance of doubt, the fee described in sub clause 24.5.1
above is not payable in respect of any day for which the fee described in this sub clause
24.5.2 is payable.
24.5.3 Each Borrower must pay to the Facility Agent for each Lender a utilisation fee
computed at the rate of 0.30 per cent. per annum on the aggregate principal amount of
the Loans under its Facility for each day on which the Base Currency Amount of all
Loans equals or exceeds 66.6 per cent. of the relevant total Commitments under its
relevant Facility. For the avoidance of doubt, the fees described in sub-clauses 24.5.1
and 24.5.2 above arc not payable in respect of any day for which the fee described in
this sub-clause 24.5.3 is payable.
24.5.4 Utilisation fee is payable on the amount of each Lender's share in the relevant Loans.
24.5.5 Accrued uti lisation fee is payable quarterly in arrear. Accnied uti lisation fee is also
payable to the Facility Agent for a Lender on the date its Commitment is cancelled in
fulJ.

25.

INDEMNITIES AND BREAK cosrs

25. I

Currency indemnity
25.1.1 The Borrowers must, as an independent obligation, indemnify each Finance Party
against any loss or liability which that Finance Party incurs as a consequence of:
(a)

that Finance Party receiving an amount in respect of that Borrower's liability
under the Finance Documents; or
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24.4 Commitment fee 24.4.1 Each Borrower must, with respect to its Facility, pay to the Facility Agent for the account of each Lender a commitment fee computed at the rate of 35 per cent. of the applicable Margin on the undrawn, uncancelled amount of each Lender’s Commitments under the relevant Facility for the Availability Period, calculated from the date of this Agreement. 24.4.2 The commitment fee is payable quarterly in arrear during the Availability Period and on the last day of the Availability Period. Accrued commitment fee is also payable to the Facility Agent for a Lender on the date its Commitment is cancelled in full. 24.4.3 No commitment fee is payable to the Facility Agent (for the account of a Lender) on any Available Commitment of that Lender for any day on which that Lender is a Defaulting Lender. 24.5 Utilisation fee 24.5.1 Each Borrower must pay to the Facility Agent for the account of each Lender a utilisation fee computed at the rate of 0.075 per cent. per annum on the aggregate principal amount of the Loans under its Facility for each day on which the aggregate Base Currency Amount of all Loans is less than 33.3 per cent. of the relevant total Commitments under its relevant Facility. 24.5.2 Each Borrower must pay to the Facility Agent for each Lender a utilisation fee computed at the rate of 0.15 per cent. per annum on the aggregate principal amount of the Loans under its Facility for each day on which the aggregate Base Currency Amount of all Loans equals or exceeds 33.3 per cent. of the relevant total Commitments under its relevant Facility. For the avoidance of doubt, the fee described in sub clause 24.5.1 above is not payable in respect of any day for which the fee described in this sub clause 24.5.2 is payable. 24.5.3 Each Borrower must pay to the Facility Agent for each Lender a utilisation fee computed at the rate of 0.30 per cent. per annum on the aggregate principal amount of the Loans under its Facility for each day
on which the Base Currency Amount of all Loans equals or exceeds 66.6 per cent. of the relevant total Commitments under its relevant Facility. For the avoidance of doubt, the fees described in sub-clauses 24.5.1 and 24.5.2 above are not payable in respect of any day for which the fee described in this sub-clause 24.5.3 is payable. 24.5.4 Utilisation fee is payable on the amount of each Lender’s share in the relevant Loans. 24.5.5 Accrued utilisation fee is payable quarterly in arrear. Accrued utilisation fee is also payable to the Facility Agent for a Lender on the date its Commitment is cancelled in full. 25. INDEMNITIES AND BREAK COSTS 25.1 Currency indemnity 25.1.1 The Borrowers must, as an independent obligation, indemnify each Finance Party against any loss or liability which that Finance Party incurs as a consequence of: (a) that Finance Party receiving an amount in respect of that Borrower’s liability under the Finance Documents; or 82

(b)

that liability being converted into a claim, proof, judgment or order,

iJ1 a cun·ency other than the currency in wbich tbe amount is expressed to be payable
under the relevant Finance Document.

25. 1.2 Unless otherwise required by law, each Borrower wa ives any right it may have in any
j urisdiction to pay any amount under the Finance Documents in a currency other than
that in which it is expressed to be payable.
25.2

Othe:- indannities
The Borrowers shall within 15 days of demand indemnify the Facility Agent and each Lender
against any funding or other cost, loss, expense or liability in an amount certified by it in
reasonable detail (together with documentation in support) sustained or incurred by it as a direct
result of:

25.2.1 the occurrence of any Event of Default;
25.2.2 (other than by reason of negligence or default by a Finance Party) a Loan not being
made after a Request has been delivered for that Loan; or
25.2.3 the receipt or recovery by any party (or the Facility Agent on its behalf) of all or any
part of a Loan or overdue sum due from that Borrower otherwise than on tbe Final
Maturity Date or Maturity Date of that Loan or, in the case of an overdue stun, the last
day of an interest period relating to that overdue sum, as the case may be or a Loan or
any part thereof not being prepaid in accordance with a notice of prepayment.
25.3

Indannity to the Facility Agmt
The Borrowers shall promptly indemnify the Facility Agent against any cost, loss or liability
incurred by the Facility Agent (acting reasonably) as a result of:

25.3 .1 investigating any event wh ich it reasonably believes is a Default;
25.3.2 acting or relying on any notice, request or instruction which it reasonably believes to
be genuine, correct and appropriately authorised; or
25.3.3 instmcting lav.ryers, accountants, tax advisers, surveyors or other professional advisers
or experts as pem1itted under this Agreement.
25.4

Brook Costs
25.4.1 The Borrowers must pay to each Lender its Break Costs within three Business Days of
demand.
25.4.2 Break Costs are the amount (if any) determined by the relevant Lender by which:
(a)

the interest (excluding Margin) which that Lender would have received for the
period from the date of receipt of any part of its share in a Loan or overdue
amount to the last day of the applicable Term for that Loan or overdue amount
if the principal or overdue amount received had been paid on the last day of
that Term;

exceeds
(b)

the amount which that Lender would be able to obtain by placing an amount
equal to the amount received by it on deposit with a leading bank in the
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(b) that liability being converted into a claim, proof, judgment or order, in a currency other than the currency in which the amount is expressed to be payable under the relevant Finance Document. 25.1.2 Unless otherwise required by law, each Borrower waives any right it may have in any jurisdiction to pay any amount under the Finance Documents in a currency other than that in which it is expressed to be payable. 25.2 Other indemnities The Borrowers shall within 15 days of demand indemnify the Facility Agent and each Lender against any funding or other cost, loss, expense or liability in an amount certified by it in reasonable detail (together with documentation in support) sustained or incurred by it as a direct result of: 25.2.1 the occurrence of any Event of Default; 25.2.2 (other than by reason of negligence or default by a Finance Party) a Loan not being made after a Request has been delivered for that Loan; or 25.2.3 the receipt or recovery by any party (or the Facility Agent on its behalf) of all or any part of a Loan or overdue sum due from that Borrower otherwise than on the Final Maturity Date or Maturity Date of that Loan or, in the case of an overdue sum, the last day of an interest period relating to that overdue sum, as the case may be or a Loan or any part thereof not being prepaid in accordance with a notice of prepayment. 25.3 Indemnity to the Facility Agent The Borrowers shall promptly indemnify the Facility Agent against any cost, loss or liability incurred by the Facility Agent (acting reasonably) as a result of: 25.3.1 investigating any event which it reasonably believes is a Default; 25.3.2 acting or relying on any notice, request or instruction which it reasonably believes to be genuine, correct and appropriately authorised; or 25.3.3 instructing lawyers, accountants, tax advisers, surveyors or other professional advisers or experts as permitted under this Agreement. 25.4 Break Costs 25.4.1 The Borrowers must pay to each Lender its Break
Costs within three Business Days of demand. 25.4.2 Break Costs are the amount (if any) determined by the relevant Lender by which: (a) the interest (excluding Margin) which that Lender would have received for the period from the date of receipt of any part of its share in a Loan or overdue amount to the last day of the applicable Term for that Loan or overdue amount if the principal or overdue amount received had been paid on the last day of that Term; exceeds (b) the amount which that Lender would be able to obtain by placing an amount equal to the amount received by it on deposit with a leading bank in the 83

appropriate interbank market for a period starting on the Business Day
following rec-eipt and ending on the last day of the applicable Tenn.

25.4.3 Each Lender must supply to the Facility Agent for the relevant Borrower details of the
amount of any Break Costs claimed by it under thi s Clause.
26.

EXPENSES

26.1

Initial costs
The Borrowers must pay to each Ad1ninistrative Party promptly on demand the amount of all
costs and expenses (including legal fees) reasonably incurred by it in connection witl1 the
negotiation, preparation, printing, execution and syndication of the Finance Documents.

26.2

Subsequent costs
The Borrowers must pay to the Facility Agent promptly on demand the amount of all costs and
expenses (including legal fees) reasonably incurred by it in connection with:

26.2.1 the negotiation, preparation, printing and execution of any Finance Document (other
than a Transfer Certificate or Increase Confirmation) executed after the date of this
Agreement; and
26.2.2 any amendment, waiver or consent requested by or on behalf of a Borrower or
specifically allowed by this Agreement.
26.3

Enforo:ment costs
The Borrowers must pay to each Finance Party the amount of all costs and expenses (including
legal foes) incurred by it in com1ection with the enforcement of, or the preservation of any rights
under, any Finance Document.

27.

AMENDMENTS AND WAIVERS

27.1

Prooo:lure
27.1.1 Except as provided in this Clause 27, any term of the Finance Documents (other than
the Fee Letters) may be amended or waived with the agreement of all of the Borrowers
and the Majority Lenders. The Facility Agent may effect, on behalf of any Finance
Party, an amendment or waiver allowed under this Clause.
27 .1.2 The Facility Agent must promptly notify tbe other Parties of any amendment or waiver
effected by it under sub-clause 27.1 . l above. Any such amendment or waiver is binding
on all the Parties.

27.2

Excq>lions
27.2.1 Subject to Clause 27.3 (Replacerraitof&ItelRate), an amendment or wa iver of any
term of any Finance Document which relates to:
(a)

the defi nition of Majority Lenders in 1.1 (Definitions);

(b)

Clause 2.3 (Niture of a Finance Party s rights ard otiigations);

(c)

an extension of tlle date of payment of any amount to a Lender under the
Finance Documents;
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appropriate interbank market for a period starting on the Business Day following receipt and ending on the last day of the applicable Term. 25.4.3 Each Lender must supply to the Facility Agent for the relevant Borrower details of the amount of any Break Costs claimed by it under this Clause. 26. EXPENSES 26.1 Initial costs The Borrowers must pay to each Administrative Party promptly on demand the amount of all costs and expenses (including legal fees) reasonably incurred by it in connection with the negotiation, preparation, printing, execution and syndication of the Finance Documents. 26.2 Subsequent costs The Borrowers must pay to the Facility Agent promptly on demand the amount of all costs and expenses (including legal fees) reasonably incurred by it in connection with: 26.2.1 the negotiation, preparation, printing and execution of any Finance Document (other than a Transfer Certificate or Increase Confirmation) executed after the date of this Agreement; and 26.2.2 any amendment, waiver or consent requested by or on behalf of a Borrower or specifically allowed by this Agreement. 26.3 Enforcement costs The Borrowers must pay to each Finance Party the amount of all costs and expenses (including legal fees) incurred by it in connection with the enforcement of, or the preservation of any rights under, any Finance Document. 27. AMENDMENTS AND WAIVERS 27.1 Procedure 27.1.1 Except as provided in this Clause 27, any term of the Finance Documents (other than the Fee Letters) may be amended or waived with the agreement of all of the Borrowers and the Majority Lenders. The Facility Agent may effect, on behalf of any Finance Party, an amendment or waiver allowed under this Clause. 27.1.2 The Facility Agent must promptly notify the other Parties of any amendment or waiver effected by it under sub-clause 27.1.1 above. Any such amendment or waiver is binding on all the Parties. 27.2 Exceptions 27.2.1 Subject to Clause
27.3 (Replacement of Screen Rate), an amendment or waiver of any term of any Finance Document which relates to: (a) the definition of Majority Lenders in 1.1 (Definitions); (b) Clause 2.3 (Nature of a Finance Party’s rights and obligations); (c) an extension of the date of payment of any amount to a Lender under the Finance Documents; 84

(d)

a reduction in the Margin or a reduction in the amount of any payment of
principal, interest, fee or other amount payable to a Lender under the Finance
Documents;

(e)

a change in currency of payment of any amount under the Finance Documents;

(f)

an increase in any Commitment, an extension of the Availability Period or any
requirement that a cancellation of Commitments reduces the Commitments of
the Lenders rateably under any Facility;

(g)

a term of a Finance Document wh ich expressly requires the consent of each
Lender;

(h)

Clause 2.3 (Nature of a Finaoce Parties' lights and olligations), Clause 5.1
(Givirg of Ra:Juests), Clause 9.1 (:tv1m:latory preµi.yrrm. - lli~W).
Clause 9.2 (l\1m:latorypreµi.yrrm. - ~ofoontrol), Clause 9.8.2, Clause
17.19 (Saocti.ons), Clause 20.18 (Saocti.ons), Clause 28 (CharY;Jes to the
Bo:m:MerS), Clause 29 (CharY;Jes to the I..a:rlers), Clause 33 (Pro Fata
~ ), Clause 38 (GoverninJla'W) or Clause 39.l Qururliction); or

(i)

this Clause,

may only be made with the consent of all the Lenders.
27.2.2 An amendment or waiver which relates to the rights or obligations of an Administrative
Party or a Reference Bank (each in thei r capacity as such) may only be made with the
consent of that Administrative Party or that Reference Bank, as the case may be.
27.3

Replacement of Screen Rate
27.3 .1 Subject to Clause 27.2.2, ifa Screen Rate Replacement Event has occurred in relation
to any Screen Rate for a currency which can be selected for a Loan, any amendment or
waiver wh ich relates to:
(a)

providing for the use of a Replacement Benchmark in re lation to that currency
in place of that Screen Rate; and

(b)

aligning any provision of any Finance Document to the use of that Replacement
Benclunark;

(c)

enabling that Replacement Benchmark to be used for the calculation of interest
under this Agreement (including, without limitation, any consequential
changes required to enable that Rep lacement Benchmark to be used for the
pu rposes of this Agreement);

(d)

implementing market conventions applicable to that Replacement Benchmark;

(e)

providing for appropriate fallback (and market disruption) provisions for that
Replacement Benchmark; or

(t)

adjusting tbe pricing to reduce or elimi.nate, to tbe extent reasonably
practicable, any transfer of economic value from one Party to another as a result
of the application of that Replacement Benchmark (and if any adjustment or
method for calculating any adjustment has been fonnally designated,
nominated or recommended by the Re.levant Nominating Body, the adjustment
shall be determined on the basis of that designation, nomination or
recommendation),
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(d) a reduction in the Margin or a reduction in the amount of any payment of principal, interest, fee or other amount payable to a Lender under the Finance Documents; (e) a change in currency of payment of any amount under the Finance Documents; (f) an increase in any Commitment, an extension of the Availability Period or any requirement that a cancellation of Commitments reduces the Commitments of the Lenders rateably under any Facility; (g) a term of a Finance Document which expressly requires the consent of each Lender; (h) Clause 2.3 (Nature of a Finance Parties’ rights and obligations), Clause 5.1 (Giving of Requests), Clause 9.1 (Mandatory prepayment - Illegality), Clause 9.2 (Mandatory prepayment – change of control), Clause 9.8.2, Clause 17.19 (Sanctions), Clause 20.18 (Sanctions), Clause 28 (Changes to the Borrowers), Clause 29 (Changes to the Lenders), Clause 33 (Pro Rata Sharing), Clause 38 (Governing law) or Clause 39.1 (Jurisdiction); or (i) this Clause, may only be made with the consent of all the Lenders. 27.2.2 An amendment or waiver which relates to the rights or obligations of an Administrative Party or a Reference Bank (each in their capacity as such) may only be made with the consent of that Administrative Party or that Reference Bank, as the case may be. 27.3 Replacement of Screen Rate 27.3.1 Subject to Clause 27.2.2, if a Screen Rate Replacement Event has occurred in relation to any Screen Rate for a currency which can be selected for a Loan, any amendment or waiver which relates to: (a) providing for the use of a Replacement Benchmark in relation to that currency in place of that Screen Rate; and (b) aligning any provision of any Finance Document to the use of that Replacement Benchmark; (c) enabling that Replacement Benchmark to be used for the calculation of interest under this Agreement (including, without limitation, any consequential changes required to enable that Replacement Benchmark to be
used for the purposes of this Agreement); (d) implementing market conventions applicable to that Replacement Benchmark; (e) providing for appropriate fallback (and market disruption) provisions for that Replacement Benchmark; or (f) adjusting the pricing to reduce or eliminate, to the extent reasonably practicable, any transfer of economic value from one Party to another as a result of the application of that Replacement Benchmark (and if any adjustment or method for calculating any adjustment has been formally designated, nominated or recommended by the Relevant Nominating Body, the adjustment shall be determined on the basis of that designation, nomination or recommendation), 85

may be made with the consent of the Facility Agent (acting on the instructions of the
Majority Lenders) and the Borrowers.
27.3.2 If any Lender fails to respond to a request for an amendment or waiver described in
paragraph (a) above witbi.n 10 (ten) Business Days of that request being made:
(a)

its Commitment shall not be included for the purpose of calculating the Total
Commitments when ascertaining whether any relevant percentage of Total
Commitments has been obtained to approve that request; and

(b)

its status as a Lender shall be disregarded for the purpose of ascertaini ng
whether the agreement of any specified group of Lenders bas been obtained to
approve that request.

27.3.3 ln th is Clause 27.3:

"Reevant Nominating Body" means any applicable central bank, regulator or other
supervisory authority or a group of them, or any working group or committee sponsored
or chaired by, or constituted at the request of, any of them or the Financial Stability
Board.

"Replacement Bmchmark" means a benchmark rate which is:
(a)

formally designated, nominated or recommended as the replacement for a
Screen Rate by:
( i)

the administrator of that Screen Rate (provided that the market or
economic reality that such benchmark rate measures is the same as that
measured by tlrnt Screen Rate); or

(ii)

any Re levant Nominating Body,

and if replacements have, at the relevant time, been formally designated,
nominated or recommended under both paragraphs, the "Replacement
Benchmark" will be the replacement under paragraph (ii) above
(b)

in the opinion of the Majority Lenders and the Borrowers, generally accepted

in the international or any relevant domestic syndicated loan markets as the
appropriate successor to a Screen Rate; or
(c)

in the opinion of the Majority Lenders and the Borrowers, an appropriate
successor to a Screen Rate.

" Screen Rate Replacement Event" means, in re lation to a Screen Rate:
(a)

the methodology, formula or other means of determining that Screen Rate has,
in the opinion of the Majority Lenders and the Borrowers, materially changed;

(b)

(i)
(A)

the administrator of that Screen Rate or its supervisor publicly
announces that such administrator is insolvent; or

(B)

information is published in any order, decree, notice, petition
or filing, however described, of or filed with a court, tribunal,
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may be made with the consent of the Facility Agent (acting on the instructions of the Majority Lenders) and the Borrowers. 27.3.2 If any Lender fails to respond to a request for an amendment or waiver described in paragraph (a) above within 10 (ten) Business Days of that request being made: (a) its Commitment shall not be included for the purpose of calculating the Total Commitments when ascertaining whether any relevant percentage of Total Commitments has been obtained to approve that request; and (b) its status as a Lender shall be disregarded for the purpose of ascertaining whether the agreement of any specified group of Lenders has been obtained to approve that request. 27.3.3 In this Clause 27.3: “Relevant Nominating Body” means any applicable central bank, regulator or other supervisory authority or a group of them, or any working group or committee sponsored or chaired by, or constituted at the request of, any of them or the Financial Stability Board. “Replacement Benchmark” means a benchmark rate which is: (a) formally designated, nominated or recommended as the replacement for a Screen Rate by: (i) the administrator of that Screen Rate (provided that the market or economic reality that such benchmark rate measures is the same as that measured by that Screen Rate); or (ii) any Relevant Nominating Body, and if replacements have, at the relevant time, been formally designated, nominated or recommended under both paragraphs, the “Replacement Benchmark” will be the replacement under paragraph (ii) above (b) in the opinion of the Majority Lenders and the Borrowers, generally accepted in the international or any relevant domestic syndicated loan markets as the appropriate successor to a Screen Rate; or (c) in the opinion of the Majority Lenders and the Borrowers, an appropriate successor to a Screen Rate. “Screen Rate Replacement Event” means, in relation to a Screen Rate: (a) the methodology, formula or other means of
determining that Screen Rate has, in the opinion of the Majority Lenders and the Borrowers, materially changed; (b) (i) (A) the administrator of that Screen Rate or its supervisor publicly announces that such administrator is insolvent; or (B) information is published in any order, decree, notice, petition or filing, however described, of or filed with a court, tribunal, 86

exchange, regulatory authority or similar administrative,
regulatory or judicial body which reasonably confinns that the
administrator of that Screen Rate is insolvent,
provided that, in each case, at that time, there is no successor
administrator to continue to provide that Screen Rate;

(c)

(d)

27.4

(ii)

the administrator of that Screen Rate publicly announces that it has
ceased or will cease to provide that Screen Rate permanently or
indefinitely and, at that time, there is no successor administrator to
continue to provide that Screen Rate;

(iii)

the supervisor of the administrator of that Screen Rate publicly
announces that such Screen Rate has been or will be permanently or
indefinitely discontinued; or

(iv)

the administrator of that Screen Rate or its supervisor announces that
that Screen Rate may no longer be used; or

the administrator of that Screen Rate determines that that Screen Rate should
be calculated in accordance with its reduced submissions or other contingency
or fallback policies or arrangements and either:
(i)

the circumstance(s) or event(s) leading to such determination are not
(in the opinion of the Majority Lenders and the Borrowers) temporary;
or

(ii)

that Screen Rate is calculated in accordance with any such policy or
arrangement for a period no less than 30 days; or

in the opinion of the Majority Lenders and the Borrowers, that Screen Rate is
otherwise no longer appropriate for the purposes of calculating interest under
this Agreement.

Disrofranchisemmt of Defaulting Lenders
27.4.l For so long as a Defaulting Lender has any Available Commitment, in ascertaining the
Majority Lenders or whether any given percentage (including, for the avoidance of
doubt, unanimity) of the Total Commitments has been obtained to approve any request
for a consent, waiver, amendment or other vote under the Fi nance Documents, that
Defaulting Lender' s Commitments will be reduced by the amount of its Available
Commitments.
27.4.2 For the purposes of this Clause 27.3, tbe Facility Agent may assume that tbe following
Lenders are Defaulting Lenders:
(a)

any Lender which has notified tbe Facility Agent that it bas become a
Defaulting Lender;

(b)

any Lender in relation to wh ich it is aware that any of the events or
circumstances referred to in paragraphs (a), (b) or (e) of the definition of
"Defaulting Lender'' has occurred where, in the case of the events or
circumstances referred to in paragraph (a), none of the exceptions to that
paragraph apply,
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exchange, regulatory authority or similar administrative, regulatory or judicial body which reasonably confirms that the administrator of that Screen Rate is insolvent, provided that, in each case, at that time, there is no successor administrator to continue to provide that Screen Rate; (ii) the administrator of that Screen Rate publicly announces that it has ceased or will cease to provide that Screen Rate permanently or indefinitely and, at that time, there is no successor administrator to continue to provide that Screen Rate; (iii) the supervisor of the administrator of that Screen Rate publicly announces that such Screen Rate has been or will be permanently or indefinitely discontinued; or (iv) the administrator of that Screen Rate or its supervisor announces that that Screen Rate may no longer be used; or (c) the administrator of that Screen Rate determines that that Screen Rate should be calculated in accordance with its reduced submissions or other contingency or fallback policies or arrangements and either: (i) the circumstance(s) or event(s) leading to such determination are not (in the opinion of the Majority Lenders and the Borrowers) temporary; or (ii) that Screen Rate is calculated in accordance with any such policy or arrangement for a period no less than 30 days; or (d) in the opinion of the Majority Lenders and the Borrowers, that Screen Rate is otherwise no longer appropriate for the purposes of calculating interest under this Agreement. 27.4 Disenfranchisement of Defaulting Lenders 27.4.1 For so long as a Defaulting Lender has any Available Commitment, in ascertaining the Majority Lenders or whether any given percentage (including, for the avoidance of doubt, unanimity) of the Total Commitments has been obtained to approve any request for a consent, waiver, amendment or other vote under the Finance Documents, that Defaulting Lender’s Commitments will be reduced by the amount of its Available Commitments. 27.4.2 For the purposes of this
Clause 27.3, the Facility Agent may assume that the following Lenders are Defaulting Lenders: (a) any Lender which has notified the Facility Agent that it has become a Defaulting Lender; (b) any Lender in relation to which it is aware that any of the events or circumstances referred to in paragraphs (a), (b) or (c) of the definition of “Defaulting Lender” has occurred where, in the case of the events or circumstances referred to in paragraph (a), none of the exceptions to that paragraph apply, 87

unless it has received notice to the contrary from the Lender concerned (together with
any supporting evidence reasonably requested by the Facility Agent) or the Facility
Agent is otherw ise aware that the Lender has ceased to be a Defaulting Lender.

27 .5

Replaoonent of a Defaulting Lenda:27.5. I The Borrowers may, at any time a Lender has become and continues to be a Defaulting
Lender, by giving 10 Business Days' prior written notice to the Facility Agent and such
Lender:
(a)

replace such Lender by requiring such Lender to (and to the extent permitted
by law such Lender shall) transfer pursuant to Clause 29 ( C ~ to the
Len:lers) all (and not part only) of its rights and obligations under this
Agreement; or

(b)

require such Lender to (and to the extent permitted by law such Lender shall)
transfer pursuant to Clause 29 ( C ~ to the Len:lers) all (and not part only)
of the undrawn Commitment of the Lender,

to a Lender or other bank, financial institution, trust, fund or other entity (a

"Replarement Lender") selected by the Borrowers, and which is acceptable to the
Facility Agent (acting reasonably) (unless the Facility Agent is an Impaired Agent),
which confim1s its willingness to assume and does assume all the obligations or all the
relevant obligations of the transferring Lender (including the assumption of the
transferring Lender's participations or unfunded participations (as the case may be) on
the same basis as the transferring Lender) for a purchase price in cash payable at the
time of transfer equa l to the outs tanding principal amount of such Lender's participation
in the outstanding Loans and all accrued interest (to the extent that the Facility Agent
has not given a notification under Clause 29.11 (Pro rata i.nta:-est settlerrent)), Break
Costs and other amounts payable in relation thereto under the Finance Documents.

27.5.2 Any transfer of rights and obligations of a Defaulting Lender pursuant to this
C lause shall be subject to the following conditions:

27.6

(a)

no Borrower shall have the right to replace the Facility Agent;

(b)

neither the Facility Agent nor the Defaulting Lender shall have any obligation
to the Borrowers to find a Replacement Lender;

(c)

the transfer must take place no later than 14 days alter the notice referred to in
sub-clause 27 .5.1 above;

(d)

in no event shall the Defaulting Lender be required to pay or surrender to the
Replacement Lender any of the fees received by the Defaulting Lender
pursuant to the Finance Documents; and

(e)

the Defaulting Lender shall only be obliged to transfer its rights and obligations
pursuant to sub-clause 27.5.1 above once it is satisfied that it has complied with
all necessary "know your customer" or other similar checks under all applicable
laws and regulations in relation to the transfer to the Replacement Lender.

Excluded Commitments
If a Lender does not accept or reject a request for an amendment, waiver or consent within 15
Business Days of receipt of such request (or such longer period as the Borrowers and the
Facility Agent may agree), or absta ins from accepting o r rejecting a request for an amendment,
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unless it has received notice to the contrary from the Lender concerned (together with any supporting evidence reasonably requested by the Facility Agent) or the Facility Agent is otherwise aware that the Lender has ceased to be a Defaulting Lender. 27.5 Replacement of a Defaulting Lender 27.5.1 The Borrowers may, at any time a Lender has become and continues to be a Defaulting Lender, by giving 10 Business Days’ prior written notice to the Facility Agent and such Lender: (a) replace such Lender by requiring such Lender to (and to the extent permitted by law such Lender shall) transfer pursuant to Clause 29 (Changes to the Lenders) all (and not part only) of its rights and obligations under this Agreement; or (b) require such Lender to (and to the extent permitted by law such Lender shall) transfer pursuant to Clause 29 (Changes to the Lenders) all (and not part only) of the undrawn Commitment of the Lender, to a Lender or other bank, financial institution, trust, fund or other entity (a “Replacement Lender”) selected by the Borrowers, and which is acceptable to the Facility Agent (acting reasonably) (unless the Facility Agent is an Impaired Agent), which confirms its willingness to assume and does assume all the obligations or all the relevant obligations of the transferring Lender (including the assumption of the transferring Lender’s participations or unfunded participations (as the case may be) on the same basis as the transferring Lender) for a purchase price in cash payable at the time of transfer equal to the outstanding principal amount of such Lender’s participation in the outstanding Loans and all accrued interest (to the extent that the Facility Agent has not given a notification under Clause 29.11 (Pro rata interest settlement)), Break Costs and other amounts payable in relation thereto under the Finance Documents. 27.5.2 Any transfer of rights and obligations of a Defaulting Lender pursuant to this Clause shall be subject to the following
conditions: (a) no Borrower shall have the right to replace the Facility Agent; (b) neither the Facility Agent nor the Defaulting Lender shall have any obligation to the Borrowers to find a Replacement Lender; (c) the transfer must take place no later than 14 days alter the notice referred to in sub-clause 27.5.1 above; (d) in no event shall the Defaulting Lender be required to pay or surrender to the Replacement Lender any of the fees received by the Defaulting Lender pursuant to the Finance Documents; and (e) the Defaulting Lender shall only be obliged to transfer its rights and obligations pursuant to sub-clause 27.5.1 above once it is satisfied that it has complied with all necessary “know your customer” or other similar checks under all applicable laws and regulations in relation to the transfer to the Replacement Lender. 27.6 Excluded Commitments If a Lender does not accept or reject a request for an amendment, waiver or consent within 15 Business Days of receipt of such request (or such longer period as the Borrowers and the Facility Agent may agree), or abstains from accepting or rejecting a request for an amendment, 88

waiver or consent, its Commitments shall not be included for the purpose of calculating the
Total Commitments or participations under any Facility when ascertaining whether any relevant
percentage (including, for the avoidance of doubt, unanimity) of Commitments, Total
Commitments and/or participations has been obtained to approve that request.
27.7

Chan~ofcurrmcy
27.7.1 Un less otherwise prohibited by law, if more than one currency or currency unit are at
the same time recognised by the central bank of any country as the lawful currency of
that country, then
(a)

any reference in the Finance Documents to, and any obligations arising under
the Finance Documents in, the currency of that country shall be translated into,
or paid in, the currency or currency unit of that country designated by the
Facility Agent (after consultation with the Borrower); and

(b)

any trans lation from one currency or currency unit to another shalt be at the
official rate of exchange recognised by the central bank for the conversion of
that currency or currency unit into the other, rounded up or down by the Facility
Agent (acting reasonably).

27.7.2 If a change in any currency of a country occurs, this Agreement wi ll, to the extent the
Facility Agent (acting reasonably and after consultation with the Borrowers) specifies
to be necessary, be amended to comply with any generally accepted conventions and
market practice in the Relevant Market and otherwise to reflect the change in currency.

27. 8

Waivers and remooies cumulative
The rights of each Finance Party under the Finance Documents:
27.8.1 may be exercised as often as necessary;
27 .8.2 are cumulative and not exclusive of its rights under the general Jaw; and
27.8.3 may be waived onJy in writing and specifically.
Delay in exercising or non-exercise of any right is not a waiver of that right.

28.

CHANGES TO THE BORROWERS
No Borrower may assign or transfer any of its rights and obligations under the Finance
Documents without the prior consent of all the Lenders.

29.

CHANGES TO THE LENDERS

29. I

Assignments and transfers by Lenders
29. 1. 1 Subject to this Clause 29. a Lender (the " Existing Under") may:
(a)

assign any of its rights; or

(b)

transfer by nova ti on any of its rights and obligations,

under this Agreement to any bank, financial insti tution or to a trust, fund or other entity
which is regularly engaged in or established for the purpose of making, purchasing or
investing in loans, securities or other financial assets (the "New Lender").
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waiver or consent, its Commitments shall not be included for the purpose of calculating the Total Commitments or participations under any Facility when ascertaining whether any relevant percentage (including, for the avoidance of doubt, unanimity) of Commitments, Total Commitments and/or participations has been obtained to approve that request. 27.7 Change of currency 27.7.1 Unless otherwise prohibited by law, if more than one currency or currency unit are at the same time recognised by the central bank of any country as the lawful currency of that country, then (a) any reference in the Finance Documents to, and any obligations arising under the Finance Documents in, the currency of that country shall be translated into, or paid in, the currency or currency unit of that country designated by the Facility Agent (after consultation with the Borrower); and (b) any translation from one currency or currency unit to another shall be at the official rate of exchange recognised by the central bank for the conversion of that currency or currency unit into the other, rounded up or down by the Facility Agent (acting reasonably). 27.7.2 If a change in any currency of a country occurs, this Agreement will, to the extent the Facility Agent (acting reasonably and after consultation with the Borrowers) specifies to be necessary, be amended to comply with any generally accepted conventions and market practice in the Relevant Market and otherwise to reflect the change in currency. 27.8 Waivers and remedies cumulative The rights of each Finance Party under the Finance Documents: 27.8.1 may be exercised as often as necessary; 27.8.2 are cumulative and not exclusive of its rights under the general law; and 27.8.3 may be waived only in writing and specifically. Delay in exercising or non-exercise of any right is not a waiver of that right. 28. CHANGES TO THE BORROWERS No Borrower may assign or transfer any of its rights and obligations under the Finance
Documents without the prior consent of all the Lenders. 29. CHANGES TO THE LENDERS 29.1 Assignments and transfers by Lenders 29.1.1 Subject to this Clause 29, a Lender (the “Existing Lender”) may: (a) assign any of its rights; or (b) transfer by novation any of its rights and obligations, under this Agreement to any bank, financial institution or to a trust, fund or other entity which is regularly engaged in or established for the purpose of making, purchasing or investing in loans, securities or other financial assets (the “New Lender”). 89

29. 1.2 For the avoidance of doubt, any assignment or transfers pursuant to this Clause 29
( C ~ to tre LEroers) will apply on a pro rata basis across all faci lities.
29.1 .3 Unless each oftbe Borrowers and the Facility Agent otherwise agree, an assignment or
transfer of part of a Commitment or rights and obligations under this Agreement by the
Existing Lender must be in an aggregate minimum amount (across the Facilities) of
£) 5,000,000.
29.2

Borrower Consent
29.2.1 The consent of the Borrowers is required for an assignment or transfer by an Existing
Lender, unless the assignment or transfer is:
(a)

to another Lender or an Affiliate of any Lender; or

(b)

made at a ti me when an Event of Default is continuing.

29.2.2 The consent of the Borrowers to an assignment or transfer must not be unreasonab ly
withheld or de layed. The Borrowers will be deemed to have given its consent ten
Business Days after the Existing Le11der has requested it unless consent is expressly
refused by the Borrowers within that time.
29.3

OthEr oonditions of assignment or transfEr
29.3.1 An assigmnent will only be effective on:
(a)

receipt by the Facility Agent (whether in the Assignment Agreement or
otherwise) of written confim1ation from the New Lender (in form and
substance satisfactory to the Facility Agent) that the New Lender will assume
the same obligations to the other Finance Parties as it would have been under
ifit had been an Origi nal Lender; and

(b)

performance by the Facility Agent of all necessary "know your customer" or
other similar checks under all applicable laws and regulations in relation to
such assignment to a New Lender, the completion of which the Facility Agent
shall promptly notify to the Existing Lender and the New Lender

29.3 .2 A transfer will only be effective if the procedure set out in Clause 29.6 (Proca:h.n:"8 fur
transfer) is complied with.
29.3 .3 ff:
(a)

a Lender assigns or transfers any of its rights or obligations under the Finance
Documents or changes its Facility Office; and

(b)

as a result of circumstances existing at the date the assignment, transfer or
change occurs, a Borrower would be obliged to make a payment to the New
Lender or Lender acting through its new Facility Office under Clause 13 (Tax
gross,up airl indamities) or Clause 14 (Increasa:l Costs),

then the New Lender or Lender acting through its new Facili ty Office is only eotitled
to receive payment under those Clauses to the same extent as the Existing Lender or
Lender acting through its previous Facility Office would have been if the assignment,
transfer or change had not occurred. This sub-clause 29.3.3 shall not apply:
(a)

in respect of an assignment or transfer made in the ordinary course of the
primary syndication of any Facility; or
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29.1.2 For the avoidance of doubt, any assignment or transfers pursuant to this Clause 29 (Changes to the Lenders) will apply on a pro rata basis across all Facilities. 29.1.3 Unless each of the Borrowers and the Facility Agent otherwise agree, an assignment or transfer of part of a Commitment or rights and obligations under this Agreement by the Existing Lender must be in an aggregate minimum amount (across the Facilities) of £15,000,000. 29.2 Borrower Consent 29.2.1 The consent of the Borrowers is required for an assignment or transfer by an Existing Lender, unless the assignment or transfer is: (a) to another Lender or an Affiliate of any Lender; or (b) made at a time when an Event of Default is continuing. 29.2.2 The consent of the Borrowers to an assignment or transfer must not be unreasonably withheld or delayed. The Borrowers will be deemed to have given its consent ten Business Days after the Existing Lender has requested it unless consent is expressly refused by the Borrowers within that time. 29.3 Other conditions of assignment or transfer 29.3.1 An assignment will only be effective on: (a) receipt by the Facility Agent (whether in the Assignment Agreement or otherwise) of written confirmation from the New Lender (in form and substance satisfactory to the Facility Agent) that the New Lender will assume the same obligations to the other Finance Parties as it would have been under if it had been an Original Lender; and (b) performance by the Facility Agent of all necessary “know your customer” or other similar checks under all applicable laws and regulations in relation to such assignment to a New Lender, the completion of which the Facility Agent shall promptly notify to the Existing Lender and the New Lender 29.3.2 A transfer will only be effective if the procedure set out in Clause 29.6 (Procedure for transfer) is complied with. 29.3.3 If: (a) a Lender assigns or transfers any of its rights or obligations under the Finance Documents o
changes its Facility Office; and (b) as a result of circumstances existing at the date the assignment, transfer or change occurs, a Borrower would be obliged to make a payment to the New Lender or Lender acting through its new Facility Office under Clause 13 (Tax gross-up and indemnities) or Clause 14 (Increased Costs), then the New Lender or Lender acting through its new Facility Office is only entitled to receive payment under those Clauses to the same extent as the Existing Lender or Lender acting through its previous Facility Office would have been if the assignment, transfer or change had not occurred. This sub-clause 29.3.3 shall not apply: (a) in respect of an assignment or transfer made in the ordinary course of the primary syndication of any Facility; or 90

(b)

in re lation to Clause I 3.2 (Tax gross-up), to a Treaty Lender that has included
a confi.rmation of its scheme reference number and its jurisdiction of tax
residence in accordance with Clause 13.2.7(b) (Tax gross-up) if the Borrower
making the payment has not made a Borrower DTTP Filing in respect of that
Treaty Lender.

29.3.4 Each New Lender, by executing the relevant Transfer Certificate or Assignment
Agreement, confirms, for the avoidance of doubt, that the Facility Agent has authority
to execute on its behalf any amendment or waiver that has been approved by or on
behalf of the requisite Lender or Lenders in accordance with this Agreement on or prior
to the date on wl1ich the transfer or assignment becomes effective in accordance with
this Agreement and that it is bound by that decision to the same extent as the Existing
Lender would have been had it remained a Lender
29 .4

Assignment or transfa:- fre
Unless the Facility Agent otherwise agrees, the New Lender shall, on the date upon which an
assignment or transfer takes effect, pay to the Facility Agent (for its own account) a fee £3,000.

29.5

Limitation ofresponsibility of Existing Lenda:29.5.1 Un less expressly agreed to the contrary, an Exjstiog Lender makes no representation or
warranty and assumes no responsibility to a New Lender for:
(a)

the legality, va liruty, effectiveness, adequacy, or enforceability of the Finance
Documents or any other document;

(b)

the financial condition of any Borrower;

(c)

the performance and observance by any Borrower of its obligations under the
Finance Documents or any other documents; or

(d)

the accuracy of any statements (whether written or oral) made in or in
connection with any Finance Document or any other document,

and any representations or warranties implied by law are excluded.
29.5.2 Each New Lender confirms to the Exjsting Lender and the other Finance Parties that it:
(a)

has made (and shall continue to make) its own independent investigation and
assessment of the financia l condition and affairs of each Borrower and its
related entities in connection with its participation in this Agreement and has
not relied exclusively on any information provided to it by the Existing Lender
in connection with any Finance Document; and

(b)

will continue to make its own independent appraisal of the creditworthiness of
each Borrower and its related entities whilst any amount is or may be
outstand ing under the Finance Documents or any Commitment is in force.

29.5.3 Nothing in any Finance Document requires an Existing Lender to:
(a)

accept a re-transfer or re-assignment from a New Lender of any of the rights
and obligations assigned or transferred under tbis Clause; or

(b)

support any losses directly or indirectly incuned by the New Lender by reason
of the non-performance by a Borrower of its obligations under any Finance
Document or otherwise.
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(b) in relation to Clause 13.2 (Tax gross-up), to a Treaty Lender that has included a confirmation of its scheme reference number and its jurisdiction of tax residence in accordance with Clause 13.2.7(b) (Tax gross-up) if the Borrower making the payment has not made a Borrower DTTP Filing in respect of that Treaty Lender. 29.3.4 Each New Lender, by executing the relevant Transfer Certificate or Assignment Agreement, confirms, for the avoidance of doubt, that the Facility Agent has authority to execute on its behalf any amendment or waiver that has been approved by or on behalf of the requisite Lender or Lenders in accordance with this Agreement on or prior to the date on which the transfer or assignment becomes effective in accordance with this Agreement and that it is bound by that decision to the same extent as the Existing Lender would have been had it remained a Lender 29.4 Assignment or transfer fee Unless the Facility Agent otherwise agrees, the New Lender shall, on the date upon which an assignment or transfer takes effect, pay to the Facility Agent (for its own account) a fee £3,000. 29.5 Limitation of responsibility of Existing Lender 29.5.1 Unless expressly agreed to the contrary, an Existing Lender makes no representation or warranty and assumes no responsibility to a New Lender for: (a) the legality, validity, effectiveness, adequacy, or enforceability of the Finance Documents or any other document; (b) the financial condition of any Borrower; (c) the performance and observance by any Borrower of its obligations under the Finance Documents or any other documents; or (d) the accuracy of any statements (whether written or oral) made in or in connection with any Finance Document or any other document, and any representations or warranties implied by law are excluded. 29.5.2 Each New Lender confirms to the Existing Lender and the other Finance Parties that it: (a) has made (and shall continue to make) its own independent
investigation and assessment of the financial condition and affairs of each Borrower and its related entities in connection with its participation in this Agreement and has not relied exclusively on any information provided to it by the Existing Lender in connection with any Finance Document; and (b) will continue to make its own independent appraisal of the creditworthiness of each Borrower and its related entities whilst any amount is or may be outstanding under the Finance Documents or any Commitment is in force. 29.5.3 Nothing in any Finance Document requires an Existing Lender to: (a) accept a re-transfer or re-assignment from a New Lender of any of the rights and obligations assigned or transferred under this Clause; or (b) support any losses directly or indirectly incurred by the New Lender by reason of the non-performance by a Borrower of its obligations under any Finance Document or otherwise. 91

29 .6

Proo:rlure for transfer
29.6.l Subject to the conditions set out io Clauses 29.2 (Borrow=:r cx:msait) and Clause 29.3
(Other corrliti.ons of assi.gnrrent or lran:ifer) a transfer is effected in accordance with
paragraph 29.6.3 below when the Facility Agent executes ao otherwise duly completed
Transfer Certi ficate delivered to it by the Existing Lender and the New Lender. The
Facili ty Ageot shall, subject to paragraph 29.6.2 below, as soon as reasooably
practicable after receipt by it of a duly completed Transfer Certificate appearing on its
face to comply with the terms of this Agreement and delivered in accordance with the
tenns of this Agreement, execute that Transfer Certificate.
29.6.2 The Facility Agent shall only be obliged to execute a Transfer Certificate delivered to
il by the Existing Lender and the New Lender once it is satisfied it has complied with
all necessary " know your customer" or other si milar che.cks under all applicable laws
and regulations in relation to the transfer lo such New Lender.
29.6.3 Subject to Clause 29.11 (Pro rata i.nt.erffitsettlenait), on the Transfer Date:

29. 7

(a)

to the extent that in the Transfer Certificate the Existing Lender seeks to
transfer by novation its rights and obligations under the Finance Documents
each of the Borrowers and the Existing Lender shall. be released from further
obligations towards one another under the Finance Documents and their
respective rights against one another under the Finance Documents shall be
cancelled (being the " llirllargErl Rights and Obligations'');

(b)

each of the Borrowers and the New Lender shall assume obligations towards
one another and/or acquire rights against one another which differ from the
Discharged Rights and Obligations only insofar as that Bon-ower and tbe New
Lender have assumed and/or acquired the same in place of that Bon-ower and
the Existing Leoder;

(c)

the Facility Agent, the Arrangers, the New Lender and other Lenders shall
acquire the same rights and assume the same obligations between themselves
as they would have acquired and assumed bad the New Lender been an Original
Lender with the rights and/or obligations acquired or assumed by it as a result
of the transfer and to that extent the Facility Agent, the An-angers and the
Existing Lender shall each be released from further obligations to each other
under the Finance Documents; and

(d)

the New Lender shall become a Party as a "Lender".

Proo:rlure for assignment
29.7.1 Subject to the conditions set out in Clause29.2 (Borrow=:rconsent) and Clause29.3
(Other corrlitions of assi.gnrrent or lran:ifer) an ass ignment may be effected in
accordance with sub-clause 29.7.3 below when the Facility Agent executes an
otherwise duly completed Assignment Agreement delivered to it by the Existing Lender
and the New Lender. The Facility Agent shall, subject to sub-clause 29.7.2 below, as
soon as reasonably practicable after receipt by it of a duly completed Assignment
Agreement appearing on its face to comply with the tenns of this Agreement and
delivered in accordance with the terms of this Agreement, execute that Assignment
Agreement.
29.7.2 The Facility Agent shall only be obliged to execute an Assignment Agreement
delivered to it by the Existing Lender and the New Lender once it is satisfied it has
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29.6 Procedure for transfer 29.6.1 Subject to the conditions set out in Clauses 29.2 (Borrower consent) and Clause 29.3 (Other conditions of assignment or transfer) a transfer is effected in accordance with paragraph 29.6.3 below when the Facility Agent executes an otherwise duly completed Transfer Certificate delivered to it by the Existing Lender and the New Lender. The Facility Agent shall, subject to paragraph 29.6.2 below, as soon as reasonably practicable after receipt by it of a duly completed Transfer Certificate appearing on its face to comply with the terms of this Agreement and delivered in accordance with the terms of this Agreement, execute that Transfer Certificate. 29.6.2 The Facility Agent shall only be obliged to execute a Transfer Certificate delivered to it by the Existing Lender and the New Lender once it is satisfied it has complied with all necessary “know your customer” or other similar checks under all applicable laws and regulations in relation to the transfer to such New Lender. 29.6.3 Subject to Clause 29.11 (Pro rata interest settlement), on the Transfer Date: (a) to the extent that in the Transfer Certificate the Existing Lender seeks to transfer by novation its rights and obligations under the Finance Documents each of the Borrowers and the Existing Lender shall be released from further obligations towards one another under the Finance Documents and their respective rights against one another under the Finance Documents shall be cancelled (being the “Discharged Rights and Obligations”); (b) each of the Borrowers and the New Lender shall assume obligations towards one another and/or acquire rights against one another which differ from the Discharged Rights and Obligations only insofar as that Borrower and the New Lender have assumed and/or acquired the same in place of that Borrower and the Existing Lender; (c) the Facility Agent, the Arrangers, the New Lender and other Lenders shall acquire the same rights and assume
the same obligations between themselves as they would have acquired and assumed had the New Lender been an Original Lender with the rights and/or obligations acquired or assumed by it as a result of the transfer and to that extent the Facility Agent, the Arrangers and the Existing Lender shall each be released from further obligations to each other under the Finance Documents; and (d) the New Lender shall become a Party as a “Lender”. 29.7 Procedure for assignment 29.7.1 Subject to the conditions set out in Clause 29.2 (Borrower consent) and Clause 29.3 (Other conditions of assignment or transfer) an assignment may be effected in accordance with sub-clause 29.7.3 below when the Facility Agent executes an otherwise duly completed Assignment Agreement delivered to it by the Existing Lender and the New Lender. The Facility Agent shall, subject to sub-clause 29.7.2 below, as soon as reasonably practicable after receipt by it of a duly completed Assignment Agreement appearing on its face to comply with the terms of this Agreement and delivered in accordance with the terms of this Agreement, execute that Assignment Agreement. 29.7.2 The Facility Agent shall only be obliged to execute an Assignment Agreement delivered to it by the Existing Lender and the New Lender once it is satisfied it has 92

complied with all necessary "know your customer" or other similar checks under all
applicable laws and regulations in relation to the assignment to such New Lender.
29.7.3 Subject to Clause 29.11 (Pro rata i.nta"estSEttlerrent), on the Transfer Date:
(a)

the Ex isting Lender will assign absolutely to the New Lender the rights under
the Finance Documents expressed to be the subject of the assignment in the
Assignment Agreement;

(b)

the Existing Lender will be released by each Borrower and the other Finance
Parties from the obligations owed by it (the "Relevant Obligations") and
expressed to be the subject of the release in the Assignment Agreement; and

(c)

the New Lender shall become a Party as a "Lender" and will be bound by
obligations equivalent to tbe Relevant Obligations.

29. 7.4 Lenders may utilise procedures other than those set out in this Clause 29.7 to assign
their rights under the Finance Documents (but not, without the consent of the relevant
Borrower or unless in accordance with Clause 29 .6 (PI"OC'Erlure for transfer), to obtain
a release by that Borrower from the obligations owed to that Borrower by the Lenders
nor the assumption of equivalent obligations by a New Lender) providei that they
comply with the conditions set out in Clause 29.2 (Borrov,eroonsait) and Clause 29.3
(Other comitions of assi.gnrrmt or transfer).
29 .8

Chang;s to the Refermce Banks
29.8. l If a Reference Bank (or, if a Reference Bank is not a Lender, the Lender of which it is
an Affiliate) ceases to be a Lender, the Facility Agent must (in consultation with the
Bo1Towers) appoint another Lender or an Affiliate of a Lender to replace that Reference
Bank.
29.8.2 Tf a Reference Bank ceases to bave a London office or novates or assigns all its rights
and obligations under this Agreement or if any Co1mnitments of any Reference Bank
are cancelled or if Loans it has advanced are prepaid it shall be replaced as a Reference
Bank by such other Lender or an Affi liate of a Lender with an office in London as the
Facility Agent (after consultation witb the Borrowers) shall designate by notice to the
Borrowers and the Lenders.

29.9

Copy of Transfer Certificate, As:lignmmt Agreement or lncr0:1Se Confinnation to the

BorroVva"S
The Facility Agent shall, as soon as reasonably practicable after it has executed a Transfer
Certificate, an Assignment Agreement or an increase Confirmation, send to the Borrowers a
copy of that Transfer Certificate, Assignment Agreement or Increase Confirmation.
29. IO

Se::urity over Lenda-s' lights
In addition to the other rights provided to Lenders under this Clause 29, each Lender may
without consulting with or obtaining consent from any Borrower, at any time charge, ass ign or
otherwise create a Security Interest in or over (whether by way of collateral or otherwise) au or
any of its rights under any Finance Document to secure obligations of that Lender including,
without limitation:
(a)

any charge, assignment or other Security Interest to secure obli gations to a
federal reserve or central bank; and
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complied with all necessary “know your customer” or other similar checks under all applicable laws and regulations in relation to the assignment to such New Lender. 29.7.3 Subject to Clause 29.11 (Pro rata interest settlement), on the Transfer Date: (a) the Existing Lender will assign absolutely to the New Lender the rights under the Finance Documents expressed to be the subject of the assignment in the Assignment Agreement; (b) the Existing Lender will be released by each Borrower and the other Finance Parties from the obligations owed by it (the “Relevant Obligations”) and expressed to be the subject of the release in the Assignment Agreement; and (c) the New Lender shall become a Party as a “Lender” and will be bound by obligations equivalent to the Relevant Obligations. 29.7.4 Lenders may utilise procedures other than those set out in this Clause 29.7 to assign their rights under the Finance Documents (but not, without the consent of the relevant Borrower or unless in accordance with Clause 29.6 (Procedure for transfer), to obtain a release by that Borrower from the obligations owed to that Borrower by the Lenders nor the assumption of equivalent obligations by a New Lender) provided that they comply with the conditions set out in Clause 29.2 (Borrower consent) and Clause 29.3 (Other conditions of assignment or transfer). 29.8 Changes to the Reference Banks 29.8.1 If a Reference Bank (or, if a Reference Bank is not a Lender, the Lender of which it is an Affiliate) ceases to be a Lender, the Facility Agent must (in consultation with the Borrowers) appoint another Lender or an Affiliate of a Lender to replace that Reference Bank. 29.8.2 If a Reference Bank ceases to have a London office or novates or assigns all its rights and obligations under this Agreement or if any Commitments of any Reference Bank are cancelled or if Loans it has advanced are prepaid it shall be replaced as a Reference Bank by such other Lender or an Affiliate of a
Lender with an office in London as the Facility Agent (after consultation with the Borrowers) shall designate by notice to the Borrowers and the Lenders. 29.9 Copy of Transfer Certificate, Assignment Agreement or Increase Confirmation to the Borrowers The Facility Agent shall, as soon as reasonably practicable after it has executed a Transfer Certificate, an Assignment Agreement or an Increase Confirmation, send to the Borrowers a copy of that Transfer Certificate, Assignment Agreement or Increase Confirmation. 29.10 Security over Lenders’ rights In addition to the other rights provided to Lenders under this Clause 29, each Lender may without consulting with or obtaining consent from any Borrower, at any time charge, assign or otherwise create a Security Interest in or over (whether by way of collateral or otherwise) all or any of its rights under any Finance Document to secure obligations of that Lender including, without limitation: (a) any charge, assignment or other Security Interest to secure obligations to a federal reserve or central bank; and 93

(b)

any charge, assignment or other Security Interest granted to any holders (or
trustee or representatives of holders) of obligations owed, or securities issued,
by that Lender as security for those obligations or securities,

except that no such charge, assignment or Security Interest shall:

29. I I

(i)

release a Lender from any of its obligations under the Finance
Documents or substitute the beneficiary of the relevant charge,
assignment or other security for the Lender as a party to any of the
Finance Documents; or

(ii)

require any payments to be made by any Borrower other than or in
excess of, or grant to any person any more extensive rights than, those
required to be made or granted to the relevant Lender under the Finance
Docwnents.

Pro rata interest sa:tlement
29.1 1.1 If the Facility Agent has notified the Lenders that it is able to distribute interest
payments on a "rn:> rata l::asis'' to Existing Lenders and New Lenders then (in respect
of any transfer pursuant to Clause 29.6 (Proo:rlure for transfer) or any assignment
pursuant to Clause 29. 7 (Procx:rlure for assigmmll:) the Transfer Date of which, in each
case, is after the date of such notification and is not on the last day of a Term):
(a)

any interest or fees in respect of the relevant participation which are expressed
to accrue by reference to the lapse of time shall continue to accrue in favour of
the Ex isting Lender up to but excluding the Transfer Date ("Accrued
Amounts'') and shall become due and payable to the Existing Lender (without
further interest accruing on them) on the last day of the current Term (or, if the
Term is longer than six months, on the next of the dates which falls at six
monthly intervals after the first day of that Term); and

(b)

the rights assigned or transferred by the Existing Lender will not include the
ri ght to the Accrued Amounts, so that, for the avoidance of doubt:
(i)

when the Accrued Amounts become payable, tbose Accrued Amounts
will be payable for the account of the Existing Lender; and

(ii)

the amount payable to the New Lender on that date will be the amount
which would, but for the application of this Clause 29.11 , have been
payable to it on that date, but after deduction of the Accrued Amounts.

29. I 1.2 In this Clause 29.11, references to "Term" shall be construed to include a reference to
any other period for accrual of fees.
29.11.3 An Existing Lender which retains the right to the Accrued Amounts pursuant to tbis
Clause 29. 11 but which does not have a Commitment shall be deemed not to be a
Lender for the purposes of ascertaining whether the agreement of any specified group
of Lenders has been obtained to approve any request for a consent, waiver, amendment
or other vote of Lenders under the Finance Documents.
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(b) any charge, assignment or other Security Interest granted to any holders (or trustee or representatives of holders) of obligations owed, or securities issued, by that Lender as security for those obligations or securities, except that no such charge, assignment or Security Interest shall: (i) release a Lender from any of its obligations under the Finance Documents or substitute the beneficiary of the relevant charge, assignment or other security for the Lender as a party to any of the Finance Documents; or (ii) require any payments to be made by any Borrower other than or in excess of, or grant to any person any more extensive rights than, those required to be made or granted to the relevant Lender under the Finance Documents. 29.11 Pro rata interest settlement 29.11.1 If the Facility Agent has notified the Lenders that it is able to distribute interest payments on a “pro rata basis” to Existing Lenders and New Lenders then (in respect of any transfer pursuant to Clause 29.6 (Procedure for transfer) or any assignment pursuant to Clause 29.7 (Procedure for assignment) the Transfer Date of which, in each case, is after the date of such notification and is not on the last day of a Term): (a) any interest or fees in respect of the relevant participation which are expressed to accrue by reference to the lapse of time shall continue to accrue in favour of the Existing Lender up to but excluding the Transfer Date (“Accrued Amounts”) and shall become due and payable to the Existing Lender (without further interest accruing on them) on the last day of the current Term (or, if the Term is longer than six months, on the next of the dates which falls at six monthly intervals after the first day of that Term); and (b) the rights assigned or transferred by the Existing Lender will not include the right to the Accrued Amounts, so that, for the avoidance of doubt: (i) when the Accrued Amounts become payable, those Accrued Amounts will be payable for the account of the Existing Lender; and
(ii) the amount payable to the New Lender on that date will be the amount which would, but for the application of this Clause 29.11, have been payable to it on that date, but after deduction of the Accrued Amounts. 29.11.2 In this Clause 29.11, references to “Term” shall be construed to include a reference to any other period for accrual of fees. 29.11.3 An Existing Lender which retains the right to the Accrued Amounts pursuant to this Clause 29.11 but which does not have a Commitment shall be deemed not to be a Lender for the purposes of ascertaining whether the agreement of any specified group of Lenders has been obtained to approve any request for a consent, waiver, amendment or other vote of Lenders under the Finance Documents. 94

30.

CONF1DENTIALI1Y AND DISCLOSURE OF INFORMATION

30.1

Confidential Infonnation
Each Finance Party agrees to keep all Confidential Information confidential and not to disclose
it to anyone, save to the extent permitted by Clause 30.2 (Disclosure of Confidrotial
Infonration) and Clause 30.3 (Disdosure to m.urteriDJ servire providers), and to ensure that
all Confidential Information is protected with security measures and a degree of care that wou ld
apply to its own confidential information.

30.2

Disclosure of Confidential Information
Any Finance Party may disclose:
30.2.1 to any of its Affiliates and Related Funds and any of its or their officers, directors,
employees, professional advisers, auditors, partners and Representatives such
Confidential Information as that Finance Party shall consider appropriate if any person
to whom the Confidential Information is to be given pursuant to this sub-clause 30.2.1
is informed in writing of its confidential nature and that some or all of such Confidential
Information may be price-sensitive information except that there shall be no such
requirement to so infonn if the recipient is subject to professional obligations to
ma intain the confidentiality of the information or is otherwise bound by requirements
of confidentiality in relation to the Confidential Information;
30.2.2 to any person:
(a)

to (or through) whom it assigns or transfers (or may potentially assign or
transfer) all or any of its rights and/or obligations under one or more Finance
Documents or which succeeds (or which may potentially succeed) it as Facility
Agent and, in each case, to any of that person's Affiliates, Related Funds,
Representatives and professional advisers;

(b)

with (or through) whom it enters into (or may potentially enter into), whether
directly or indirectl y, any sub-participation in relation to, or any other
transaction under which payments are to be made or may be made by reference
to, one or more Finance Documents and/or the Borrowers and to any of that
person's Affi liates, Related Funds, Representatives and professional advisers;

(c)

appointed by any Finance Party or by a person to whom sub-clause 30.2.2(a)
or (b) above applies to receive communications, notices, information or
documents del ivered pursuant to the Finance Documents on its behalf;

(d)

who invests in or otherwise finances (or may potentially invest in or otherwise
finance), directly or ind irectly, any transaction referred to in
sub-clause 30.2.2(a) or (b) above;

(e)

to whom infonnation is required or requested to be disc losed by any court of
competent jurisdiction or any governmental, banking, taxation or other
regulatory authority or similar body, the ru les of any relevant stock exchange
or pursuant to any applicable law or regulation;

(t)

to whom or for whose benefit that Finance Party charges, assigns or otherwise
creates security (or may do so) pursuant to Clause 29. J0 (9:nuity over

Larla:'S' rights);
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30. CONFIDENTIALITY AND DISCLOSURE OF INFORMATION 30.1 Confidential Information Each Finance Party agrees to keep all Confidential Information confidential and not to disclose it to anyone, save to the extent permitted by Clause 30.2 (Disclosure of Confidential Information) and Clause 30.3 (Disclosure to numbering service providers), and to ensure that all Confidential Information is protected with security measures and a degree of care that would apply to its own confidential information. 30.2 Disclosure of Confidential Information Any Finance Party may disclose: 30.2.1 to any of its Affiliates and Related Funds and any of its or their officers, directors, employees, professional advisers, auditors, partners and Representatives such Confidential Information as that Finance Party shall consider appropriate if any person to whom the Confidential Information is to be given pursuant to this sub-clause 30.2.1 is informed in writing of its confidential nature and that some or all of such Confidential Information may be price-sensitive information except that there shall be no such requirement to so inform if the recipient is subject to professional obligations to maintain the confidentiality of the information or is otherwise bound by requirements of confidentiality in relation to the Confidential Information; 30.2.2 to any person: (a) to (or through) whom it assigns or transfers (or may potentially assign or transfer) all or any of its rights and/or obligations under one or more Finance Documents or which succeeds (or which may potentially succeed) it as Facility Agent and, in each case, to any of that person’s Affiliates, Related Funds, Representatives and professional advisers; (b) with (or through) whom it enters into (or may potentially enter into), whether directly or indirectly, any sub-participation in relation to, or any other transaction under which payments are to be made or may be made by reference to, one or more Finance Documents and/or the
Borrowers and to any of that person’s Affiliates, Related Funds, Representatives and professional advisers; (c) appointed by any Finance Party or by a person to whom sub-clause 30.2.2(a) or (b) above applies to receive communications, notices, information or documents delivered pursuant to the Finance Documents on its behalf; (d) who invests in or otherwise finances (or may potentially invest in or otherwise finance), directly or indirectly, any transaction referred to in sub-clause 30.2.2(a) or (b) above; (e) to whom information is required or requested to be disclosed by any court of competent jurisdiction or any governmental, banking, taxation or other regulatory authority or similar body, the rules of any relevant stock exchange or pursuant to any applicable law or regulation; (f) to whom or for whose benefit that Finance Party charges, assigns or otherwise creates security (or may do so) pursuant to Clause 29.10 (Security over Lenders’ rights); 95

(g)

to whom infom1ation is required to be disclosed in connection with, and for the
purposes of, any litigation, arbitration, administrative or other investigations,
proceedings or disputes;

(h)

who is a Party; or

(i)

with the consent of all of the Borrowers,

in each case, such Confidential Information as that Finance Party shall consider
appropriate if:
(i)

in relation to sub-clause 30.2.2(a), (b) and (c) above, the person to
whom the Confidential lnformation is to be given has entered into a
Confidentiality Undertaking except that there shall be no requirement
for a Confidentiality Undertaking if the recipient is a professional
adviser and is subject to professional obligations to maintain the
confidentiality of the Confidential Information;

(ii)

in relation to sub-clause 30.2.2(d) above, the person to whom the
Confidential Information is to be given has entered into a
Confidentiality Undertaking or is otherwise bound by requirements of
confidentiality in relation to the Confidential Information they receive
and is informed that some or all of such Confidential Information may
be price-sensitive information;

(iii)

in relation to sub-clause 30.2.2(e), (f) and (g) above, the person to
whom the Confidential Information is to be given is informed of its
confidential nature and that some or all of such Confidential
Information may be price-sensitive information except that there shall
be no requirement to so inform if, in the opinion of that Finance Party,
it is not practicable so to do in the circumstances;

30.2.3 to any person appointed by that Finance Party or by a person to whom
sub-clause 30.2.2(a) or (b) above applies to provide administration or settlement
services in respect of one or more of the Finance Documents including without
limitation, in relation to the trading of participations in respect of the Finance
Documents, such Confidential Information as may be required to be disclosed to enable
such service provider to provide any of the services referred to in this sub-clause 30.2.3
if the service provider to whom the Confidential Information is to be given has entered
into a confidentia lity agreement substantially in the form of the LMA Master
Confidentiality Undertaking for Use With Administration/Settlement Service Providers
or such other form of confidentiality undertaking agreed between die Borrowers and
the relevant Finance Party;
30.2.4 to any rating agency (including its professional advisers) such Confidential Information
as may be required to be disclosed to enable such rating agency to carry out its normal
rating activities in relation to the Finance Documents and/or the Borrowers if the rating
agency to whom the Confidential Information is to be given is informed of its
confidential nature and that some or all of such Confidential Information may be
price-sensitive information.
3 o.3

Disclosure to numbering sa:vice providers
30.3 .1 Any Finance Party may disclose to any nationa.1 or international numbering service
provider appointed by that Finance Party to provide identification numbering services
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(g) to whom information is required to be disclosed in connection with, and for the purposes of, any litigation, arbitration, administrative or other investigations, proceedings or disputes; (h) who is a Party; or (i) with the consent of all of the Borrowers, in each case, such Confidential Information as that Finance Party shall consider appropriate if: (i) in relation to sub-clause 30.2.2(a), (b) and (c) above, the person to whom the Confidential Information is to be given has entered into a Confidentiality Undertaking except that there shall be no requirement for a Confidentiality Undertaking if the recipient is a professional adviser and is subject to professional obligations to maintain the confidentiality of the Confidential Information; (ii) in relation to sub-clause 30.2.2(d) above, the person to whom the Confidential Information is to be given has entered into a Confidentiality Undertaking or is otherwise bound by requirements of confidentiality in relation to the Confidential Information they receive and is informed that some or all of such Confidential Information may be price-sensitive information; (iii) in relation to sub-clause 30.2.2(e), (f) and (g) above, the person to whom the Confidential Information is to be given is informed of its confidential nature and that some or all of such Confidential Information may be price-sensitive information except that there shall be no requirement to so inform if, in the opinion of that Finance Party, it is not practicable so to do in the circumstances; 30.2.3 to any person appointed by that Finance Party or by a person to whom sub-clause 30.2.2(a) or (b) above applies to provide administration or settlement services in respect of one or more of the Finance Documents including without limitation, in relation to the trading of participations in respect of the Finance Documents, such Confidential Information as may be required to be disclosed to enable such service provider to provide any of the services referred to in this sub-clause
30.2.3 if the service provider to whom the Confidential Information is to be given has entered into a confidentiality agreement substantially in the form of the LMA Master Confidentiality Undertaking for Use With Administration/Settlement Service Providers or such other form of confidentiality undertaking agreed between the Borrowers and the relevant Finance Party; 30.2.4 to any rating agency (including its professional advisers) such Confidential Information as may be required to be disclosed to enable such rating agency to carry out its normal rating activities in relation to the Finance Documents and/or the Borrowers if the rating agency to whom the Confidential Information is to be given is informed of its confidential nature and that some or all of such Confidential Information may be price-sensitive information. 30.3 Disclosure to numbering service providers 30.3.1 Any Finance Party may disclose to any national or international numbering service provider appointed by that Finance Party to provide identification numbering services 96

in respect of this Agreement, the Facilities and/or the Borrowers the following
infonnation:
(a)

name of the Borrowers;

(b)

country of domicile of the Borrowers;

(c)

place of incorporation of the Borrowers;

(d)

date of this Agreement;

(e)

Clause 38 (Goveminglav.ry;

(t)

the names of the Facility Agent and the Arrangers;

(g)

date of each amendment and restatement of this Agreement;

(h)

amounts of, and names of, each Facility;

(i)

amount of Total Commitments;

(j)

currencies of each Facility;

(k)

type of each Facility;

(I)

ranking of each Facility;

(m)

Final Mattuity Date for each Facility;

(n)

changes to any of the information previously supplied pursuant to paragraphs
(a) to (m) above; and

(o)

such other information agreed between such Fi nance Party and the Borrowers,

to enable such numbering service provider to provide its usual syndicated loan
numbering identification services.
30.3 .2 The Parties acknowledge and agree that each identification number assigned to this
Agreement, each Facility and/or the Borrowers by a numbering service provider and
the information associated with each such number may be disclosed to users of its
services in accordance with the standard tem1s and conditions of that numbering service
provider.
30.3.3 Each Borrower represents that none of the infomrntion set out in paragraphs (a) to (o)
of sub-clause 30.3.1 above is, nor will at any time be, unpublished price-sensitive
infonnation.
30.3.4 The Facility Agent shall notify the Borrowers and the other Finance Parties of;
(a)

the name of any numbering service provider appointed by the Facility Agent .in
respect of this Agreement, each Facility and/or the Borrowers; and

(b)

the number or, as the case may be, numbers ass igned to this Agreement, each
Facility and/or the Borrowers by such numbering service provider.
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in respect of this Agreement, the Facilities and/or the Borrowers the following information: (a) name of the Borrowers; (b) country of domicile of the Borrowers; (c) place of incorporation of the Borrowers; (d) date of this Agreement; (e) Clause 38 (Governing law); (f) the names of the Facility Agent and the Arrangers; (g) date of each amendment and restatement of this Agreement; (h) amounts of, and names of, each Facility; (i) amount of Total Commitments; (j) currencies of each Facility; (k) type of each Facility; (l) ranking of each Facility; (m) Final Maturity Date for each Facility; (n) changes to any of the information previously supplied pursuant to paragraphs (a) to (m) above; and (o) such other information agreed between such Finance Party and the Borrowers, to enable such numbering service provider to provide its usual syndicated loan numbering identification services. 30.3.2 The Parties acknowledge and agree that each identification number assigned to this Agreement, each Facility and/or the Borrowers by a numbering service provider and the information associated with each such number may be disclosed to users of its services in accordance with the standard terms and conditions of that numbering service provider. 30.3.3 Each Borrower represents that none of the information set out in paragraphs (a) to (o) of sub-clause 30.3.1 above is, nor will at any time be, unpublished price-sensitive information. 30.3.4 The Facility Agent shall notify the Borrowers and the other Finance Parties of; (a) the name of any numbering service provider appointed by the Facility Agent in respect of this Agreement, each Facility and/or the Borrowers; and (b) the number or, as the case may be, numbers assigned to this Agreement, each Facility and/or the Borrowers by such numbering service provider. 97

30.4

Continuing obligations
Tbe obligations in tltis Clause 30 are continuing and, in particular, sball survive and remain
binding on each Finance Party for a period of twelve months from the earlier of:
30.4.1 the date on which all amounts payable by the Borrowers under or in connection with
this Agreement have been paid in full and all Commitments have been cancelled or
otherwise cease to be available; and
30.4.2 the date on which such Finance Party otherwise ceases to be a Finance Party.

31.

CONFIDENfIALITY
QUOTATIONS

OF

3 1. I

Confidentiality and disclosure

FUNDING

RATES

AND

REFERENCE

BANK

31.1.1 The Facility Agent and each Borrower agree to keep each Funding Rate (and, in the
case of the Facility Agent, each Reference Bank Quotation) confidential and not to
disclose it to anyone, save to the extent permitted by sub-clause 31.1.2, 31.1.3 and
3 1. 1.4 below.
31.1.2 The Facil ity Agent may disclose:
(a)

any Funding Rate (but not, for the avoidance of doubt, any Reference Bank
Quotation) to the Borrowers pursuant to Clause 10.4 (N:>tifi.cation of rat.es of
interest); and

(b)

any Funding Rate or any Reference Bank Quotation to any person appointed
by it to provide administration services in respect of one or more of the Finance
Documents to the extent necessary to enable such service provider to provide
those services if the service provider to whom that infonnation is to be given
bas entered into a Confidentiality Undertaking.

31. l .3 The Facility Agent may disclose any Funding Rate or any Reference Bank Quotation,
and each Borrower may disclose any Funding Rate, to:
(a)

any of its Affiliates and any of its or their officers, directors, employees,
professional advisers, auditors and partners if any person to whom that Funding
Rate or Reference Bank Quotation is to be given pursuant to this paragraph (a)
is informed in writing of its confidential nature and that it may be
price-sensitive information except that there shall be no such requirement to so
inform if the recipient is subject to professional obligations to maintai n the
confidentiality of that Funding Rate or Reference Bank Quotation or is
otherwise bound by requirements of confidentiality in relation to it;

(b)

any person to whom infonnation is required or requested to be disclosed by any
court of competent j urisdiction or any governmental, banking, taxation or other
regulato1y authority or similar body, the rnles of any relevant stock exchange
or pursuant to any applicable law or regulation if the person to whom that
Funding Rate or Reference Bank Quotation is to be given is informed in writing
of its confidential nature and that it may be price-sensitive infonnation except
that there shall be no requirement to so inform if, in tbe opinion of the Facility
Agent or the relevant Borrower, as the case may be, it is not practicable to do
so in the circumstances;
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(c)

any person to whom infonnation is required to be disclosed in connection with,
and for the purposes of, any litigation, arbitration, administrative or other
investigations, proceedings or disputes if the person to whom that Funding Rate
or Referenc-e Bank Quotation is to be given is informed in writing of its
confidential nature and that it may be price-sensitive infom1ation except that
there shall be no requirement to so inform if, in the opinion of the Facility Agent
or the relevant Borrower, as the case may be, it is not pr<1cticable to do so in the
circumstances; and

(d)

any person with the consent of the relevant Lender or Reference Bank, as the
case may be.

31.1.4 The Facility Agent's obligations in this Clause 31 (Confiden!ialicy o f ~ Fates
arrl &fererre Bank Quotations) relating to Reference Bank Quotations are without
prejudice to its obligations to make notifications under Clause I0.4 (N:>tification of
rates of interest) provided that (other than pursuant to paragraph (a) of
sub-clause 31.1.2 above) the Facility Agent shall not include the details of any
individual Reference Bank Quotation as part of any such notification.
31.2

Other obligations
31.2. l The Facility Agent and each Borrower acknowledge that each Funding Rate (and, in
the case of the Facility Agent, each Reference Bank Quotation) is or may be
price-sensitive infonnation and that its use may be regulated or prohibited by applicable
legislation including securities law relating to insider dealing and market abuse and the
Facility Agent and each Borrower tmdertakes not to use any Funding Rate or, in the
case of the Facility Agent, any Reference Bank Quotation for any unlawful purpose.
31.2.2 The Facility Agent and each Borrower agrees (to the extent permitted by law and
regulation) to ioform the relevant Lender or Referenc-e Bank, as the case may be:

32.

(a)

of the circumstances of any disclosure made pursuant to paragraph (b) of
sub-clause 3 1. 1.3 above except where such disclosure is made to any of the
persons referred to in that paragraph during the ordinary course of its
supervisory or regulatory fonction; and

(b)

upon becoming aware that any information has been disclosed in breach of this
Clause 31 (Confiden!ialicy ofF~ Fates arrl & f ~ Bank Quotations).

SET-OFF
A Finance Party may set off any matured obligation owed to it by a Borrower under the Finance
Documents (to the extent beneficially owned by tbat Finance Party) against any obligation
(whether or not matured) owed by that Finance Party to that Borrower, regardless of the place
of payment, booking branch or currency of either obligation. If the obligations are in different
currencies, the Finance Party may convert either obligation at a market rate of exchange in its
usual course of business for the purpose oftbe set-off.
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(c) any person to whom information is required to be disclosed in connection with, and for the purposes of, any litigation, arbitration, administrative or other investigations, proceedings or disputes if the person to whom that Funding Rate or Reference Bank Quotation is to be given is informed in writing of its confidential nature and that it may be price-sensitive information except that there shall be no requirement to so inform if, in the opinion of the Facility Agent or the relevant Borrower, as the case may be, it is not practicable to do so in the circumstances; and (d) any person with the consent of the relevant Lender or Reference Bank, as the case may be. 31.1.4 The Facility Agent’s obligations in this Clause 31 (Confidentiality of Funding Rates and Reference Bank Quotations) relating to Reference Bank Quotations are without prejudice to its obligations to make notifications under Clause 10.4 (Notification of rates of interest) provided that (other than pursuant to paragraph (a) of sub-clause 31.1.2 above) the Facility Agent shall not include the details of any individual Reference Bank Quotation as part of any such notification. 31.2 Other obligations 31.2.1 The Facility Agent and each Borrower acknowledge that each Funding Rate (and, in the case of the Facility Agent, each Reference Bank Quotation) is or may be price-sensitive information and that its use may be regulated or prohibited by applicable legislation including securities law relating to insider dealing and market abuse and the Facility Agent and each Borrower undertakes not to use any Funding Rate or, in the case of the Facility Agent, any Reference Bank Quotation for any unlawful purpose. 31.2.2 The Facility Agent and each Borrower agrees (to the extent permitted by law and regulation) to inform the relevant Lender or Reference Bank, as the case may be: (a) of the circumstances of any disclosure made pursuant to paragraph (b) of sub-clause 31.1.3 above except where such disclosure is
made to any of the persons referred to in that paragraph during the ordinary course of its supervisory or regulatory function; and (b) upon becoming aware that any information has been disclosed in breach of this Clause 31 (Confidentiality of Funding Rates and Reference Bank Quotations). 32. SET-OFF A Finance Party may set off any matured obligation owed to it by a Borrower under the Finance Documents (to the extent beneficially owned by that Finance Party) against any obligation (whether or not matured) owed by that Finance Party to that Borrower, regardless of the place of payment, booking branch or currency of either obligation. If the obligations are in different currencies, the Finance Party may convert either obligation at a market rate of exchange in its usual course of business for the purpose of the set-off. 99

33.

PRO RATA SHARING

33.1

Ra:l.istribution
33.1 . l 1f any amount owing by a Borrower under this Agreement to a Lender (the "recovering
Lender") is discharged by payment, set-off or any other manner other than through the
Facility Agent under this Agreement (a "rerovery''), then;

33.2

(a)

the recovering Lender must, within three Business Days, supply details of the
recovery to the Facility Agent;

(b)

the Facility Agent must calculate whether the recovery is in excess of the
amount which the recovering Lender would have received if the recovery had
been received by the Facility Agent under this Agreement; and

(c)

the recovering Lender must pay to the Facility Agent an amount equal to the
excess (the "ra:l.istribution").

Effoct ofra:l.istribution
33.2. l The Facility Agent must treat a redistribution as if it were a payment by the relevant
B01rnwer under this Agreement and distribute it among the Lenders, other than the
recovering Lender, accordingly.
33.2.2 When the Facility Agent makes a distribution under sub-clause 33.2.1 above, the
recovering Lender will be subrogated to the rights of the Finance Parties wh ich have
shared in that redistribution.
33.2.3 If and to the extent that the recovering Lender is not able to rely on any rights of
subrogation under sub-clause 33.2.2 above, the Borrower will owe the recovering
Lender a debt which is equal to the redistribution, immediately payable and of the type
originally discharged.

33.2.4 If:
(a)

a recovering Lender must subsequently return a recovery, or an amount
measured by reference to a recovery, to a Borrower; and

(b)

the recovering Lender has paid a redistribution in relation to that recovery,

each Finance Party must reimburse the recovering Lender all or the appropriate portion
of the redistribution paid to that Finance Party, together with interest for the period
while it held the re-distribution. 1n this event, the subrogation in sub-clause 33.2.2
above wiII operate in reverse to the extent of the reimbursement.

33.3

Exceptions
Notwithstanding any other term of this Clause 33.3, a recovering Lender need not pay a
redistribution to tbe extent that

33.3. l it wou ld not, after the payment, have a valid claim against that Borrower in the amount
of the redistribution; or

33.3.2 it would be sharing with another Finance Party any amount which the recovering
Lender has received or recovered as a result of legal or arbitration proceedings, where:
(a)

the recovering Lender notified the Facility Agent of those proceedings; and
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(b)

the other Finance Party had an opportunity to participate in those proceedings
but did not do so or did not take separate legal or arbitration proceedings as
soon as reasonably practicable after receiving notice of them.

34.

SEVERABILITY

34.1

If a term of a Finance Document is or becomes illegal, invalid or unenforceable in any
jurisdiction, that shall not affect:
34. I.I the legality, validity or enforceability in that j urisdiction of any other term of the
Finance Documents; or
34. I .2 the legality, validity or enforceability in otber j urisdictions of that or any other term of
the Finance Documents.

35.

COUNTERPARTS
Each Finance Document may be executed in any number of counterparts. This has the same
effect as if the signatures on the counterparts were on a single copy of the Finance Document.

36.

NOTICES

36.1

Communication in writing
Any communication to be made under or in connection with the Finance Documents shall be
made in writing and, unless otherwise stated, shall be made by letter.

36.2

Addresses
The address (and the department or officer, if any, for whose attention the communication is to
be made) of each Party for any communication or document to be made or delivered under or
in connection with the F inance Documents is:
(a)

in the case oflhe Borrowers, that identified with its name below:

(i)

WP DEM:
Address:

Avonbank, Feeder Road, Bristol, BS2 OTB

Phone number: 0117 933 2374

(ii)

E-mail:

wpdtreasuryconfirms@westernpower.co.uk

Attention:

David Hole

WPDWM:
Address:

Avonbank, Feeder Road, Bristol, BS2 OTB

Phone number: 0117 933 2374

(iii)

E-mail:

wpdtreasuryconfirms@westempower.co.uk

Attention:

David Hole

WPDSW:
Address:

Avonbank, Feeder Road, Bristol, BS2 OTB
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(b) the other Finance Party had an opportunity to participate in those proceedings but did not do so or did not take separate legal or arbitration proceedings as soon as reasonably practicable after receiving notice of them. 34. SEVERABILITY 34.1 If a term of a Finance Document is or becomes illegal, invalid or unenforceable in any jurisdiction, that shall not affect: 34.1.1 the legality, validity or enforceability in that jurisdiction of any other term of the Finance Documents; or 34.1.2 the legality, validity or enforceability in other jurisdictions of that or any other term of the Finance Documents. 35. COUNTERPARTS Each Finance Document may be executed in any number of counterparts. This has the same effect as if the signatures on the counterparts were on a single copy of the Finance Document. 36. NOTICES 36.1 Communication in writing Any communication to be made under or in connection with the Finance Documents shall be made in writing and, unless otherwise stated, shall be made by letter. 36.2 Addresses The address (and the department or officer, if any, for whose attention the communication is to be made) of each Party for any communication or document to be made or delivered under or in connection with the Finance Documents is: (a) in the case of the Borrowers, that identified with its name below: (i) WPDEM: Address: Avonbank, Feeder Road, Bristol, BS2 0TB Phone number: 0117 933 2374 E-mail: wpdtreasuryconfirms@westernpower.co.uk Attention: David Hole (ii) WPDWM: Address: Avonbank, Feeder Road, Bristol, BS2 0TB Phone number: 0117 933 2374 E-mail: wpdtreasuryconfirms@westernpower.co.uk Attention: David Hole (iii) WPDSW: Address: Avonbank, Feeder Road, Bristol, BS2 0TB 101

Phone number: 0117 933 2374

(iv)

E-mail:

wpdtreasuryconfirms@westernpower.co.uk

Attention:

David Hole

WPDSWa:
Address:

Avonbank, Feeder Road, Bristol. BS2 OTB

Phone number: 0117 933 2374
E-mail:

wpdtreasurycoofirms@westempower.co.uk

Attention:

David Hole

(b)

in the case of each Lender, that notified in writing to the Facility Agent on or
prior to the date on which it becomes a Party; and

(c)

in the case of the Facility Agent:
Address:

Lloyds Bank pie, 3rd Floor New Uberior House, 11 Earl Grey
Street, Edinburgh, EH3 9BN

Email:

scott.cluistie@lloydsbanking.com

Attention:

Scott Christie

or any substitute address or department or officer as the Party may notify to the Facility
Agent (or the Facility Agent may notify to the other Parties, ifa change is made by the
Facility Agent) by not less than five Business Days' notice.
36.3

Dffivery
Any communication or document made or delivered by one person to another under or
in connection with the Finance Documents wi ll only be effective if by way of letter,
when it has been left at the relevant address or five Business Days after being deposited
in the post postage prepaid in an envelope addressed to it at that address, and, if a
particular department or officer is specified as part of its address details provided under
Clause 36.2 (AddrEsses), if addressed to that department or officer.
36.3 .1 Any communication or document to be made or delivered to the Facility Agent will be
effective only when actually received by the Facility Agent and then only if it is
expressly marked for the attention of the department or officer identified in paragraph
(c) of Clause 36.2 (Ad:iresses) above (or any substitute department or officer as the
Facility Agent shall specify for this purpose).
36.3.2 All notices from or to a Borrower shall be sent through the Facility Agent.
36.3.3 Any communication or document which becomes effective, in accordance with subclause 36.3. I above, after 5:00 p.m. in the place of receipt shall be deemed only to
become effective on the following day.

36.4

Notification of address
Promptly upon changing its address, the Facility Agent shall notify the other Parties.
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Phone number: 0117 933 2374 E-mail: wpdtreasuryconfirms@westernpower.co.uk Attention: David Hole (iv) WPDSWa: Address: Avonbank, Feeder Road, Bristol, BS2 0TB Phone number: 0117 933 2374 E-mail: wpdtreasuryconfirms@westernpower.co.uk Attention: David Hole (b) in the case of each Lender, that notified in writing to the Facility Agent on or prior to the date on which it becomes a Party; and (c) in the case of the Facility Agent: Address: Lloyds Bank plc, 3rd Floor New Uberior House, 11 Earl Grey Street, Edinburgh, EH3 9BN E mail: scott.christie@lloydsbanking.com Attention: Scott Christie or any substitute address or department or officer as the Party may notify to the Facility Agent (or the Facility Agent may notify to the other Parties, if a change is made by the Facility Agent) by not less than five Business Days' notice. 36.3 Delivery Any communication or document made or delivered by one person to another under or in connection with the Finance Documents will only be effective if by way of letter, when it has been left at the relevant address or five Business Days after being deposited in the post postage prepaid in an envelope addressed to it at that address, and, if a particular department or officer is specified as part of its address details provided under Clause 36.2 (Addresses), if addressed to that department or officer. 36.3.1 Any communication or document to be made or delivered to the Facility Agent will be effective only when actually received by the Facility Agent and then only if it is expressly marked for the attention of the department or officer identified in paragraph (c) of Clause 36.2 (Addresses) above (or any substitute department or officer as the Facility Agent shall specify for this purpose). 36.3.2 All notices from or to a Borrower shall be sent through the Facility Agent. 36.3.3 Any communication or document which becomes effective, in accordance with sub- clause 36.3.1 above, after 5:00 p.m. in the place of
receipt shall be deemed only to become effective on the following day. 36.4 Notification of address Promptly upon changing its address, the Facility Agent shall notify the other Parties. 102

36.5

Eloctronic communication
36.5. l Any communication or document to be made or delivered by one Party to another under
or in com1ection with tbe Finance Documents may be made or delivered by electronic
mail or other electronic means (including, witbout limitation, by way of posting to a
secure website) if those two Parties:
(a)

notify each other in writing of their electronic mail address and/or any other
information required to enable the transmission of information by that means;
and

(b)

notify each other of any change to their address or any other such information
supplied by them by not less than five Business Days' notice.

36.5 .2 Any such electronic communication or delivery as specified in sub-clause 36.5.1 above
to be made bel:\veen a Borrower and a Finance Party may only be made in that way to
the extent that those two Parties agree that, unless and unti l notified to tbe contrary, th is
is to be an accepted form of communication or delivery.

36.5.3 Any such electronic communication or document as specified in sub-clause 36.5. 1
above made or delivered by one Party to another will be effective only when actually
received (or made available) in readable form and in the case of any electronic
communication or document made or delivered by a Party to the Facility Agent only if
it is addressed in such a manner as the Facility Agent shall specify for th is purpose.

36.5.4 Any electronic communication or document which becomes effect.ive, in accordance
with sub-clause 36.3.2 above, after 5:00 p.m. in the place in which the Party to whom
the relevant communication or document is sent or made available has its address for
the purpose of this Agreement shall be deemed only to become effective on the
following day.

36.5.5 Any reference in a Finance Docwnent to a communication being sent or received or a
document being delivered shall be construed to include that communication or
document being made ava ilable in accordance with th is Clause 36.5.

36.6

English language
36.6. l Any notice given under or in co1mection with any Finance Document must be in
Eng lish.

36.6.2 A ll other documents provided under or in connection with any Finance Document must
be:

36.7

(a)

in English; or

(b)

if not in English, and if so required by the Facility Agent, accompanied by a
certified English translation and, in thi s case, the English translation will
prevail unless the document is a constitutional, stalutory or other official
document.

Communication when Facility Agent is Impaired Agent
If tbe Facility Agent is an Impaired Agent the Parties may, instead ofcommtmicating with each
other through the Facility Agent, communicate with each other directly and (while the Facility
Agent is an Impaired Agent) all the provisions of the Fi nance Documents which require
communications to be made or notices to be given to or by the Facility Agent shall be varie-d so
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36.5 Electronic communication 36.5.1 Any communication or document to be made or delivered by one Party to another under or in connection with the Finance Documents may be made or delivered by electronic mail or other electronic means (including, without limitation, by way of posting to a secure website) if those two Parties: (a) notify each other in writing of their electronic mail address and/or any other information required to enable the transmission of information by that means; and (b) notify each other of any change to their address or any other such information supplied by them by not less than five Business Days' notice. 36.5.2 Any such electronic communication or delivery as specified in sub-clause 36.5.1 above to be made between a Borrower and a Finance Party may only be made in that way to the extent that those two Parties agree that, unless and until notified to the contrary, this is to be an accepted form of communication or delivery. 36.5.3 Any such electronic communication or document as specified in sub-clause 36.5.1 above made or delivered by one Party to another will be effective only when actually received (or made available) in readable form and in the case of any electronic communication or document made or delivered by a Party to the Facility Agent only if it is addressed in such a manner as the Facility Agent shall specify for this purpose. 36.5.4 Any electronic communication or document which becomes effective, in accordance with sub-clause 36.3.2 above, after 5:00 p.m. in the place in which the Party to whom the relevant communication or document is sent or made available has its address for the purpose of this Agreement shall be deemed only to become effective on the following day. 36.5.5 Any reference in a Finance Document to a communication being sent or received or a document being delivered shall be construed to include that communication or document being made available in accordance with this
Clause 36.5. 36.6 English language 36.6.1 Any notice given under or in connection with any Finance Document must be in English. 36.6.2 All other documents provided under or in connection with any Finance Document must be: (a) in English; or (b) if not in English, and if so required by the Facility Agent, accompanied by a certified English translation and, in this case, the English translation will prevail unless the document is a constitutional, statutory or other official document. 36.7 Communication when Facility Agent is Impaired Agent If the Facility Agent is an Impaired Agent the Parties may, instead of communicating with each other through the Facility Agent, communicate with each other directly and (while the Facility Agent is an Impaired Agent) all the provisions of the Finance Documents which require communications to be made or notices to be given to or by the Facility Agent shall be varied so 103

that communications may be made and notices given to or by the relevant Parties directly. This
provision shall not operate after a replacement Facility Agent has been appointed.

'3'7.

LANGUAGE
37 .1.1 Any notice given in connection with a Finance Document must be in English.
37.1 .2 Any other document provided in connection with a Finance Document must be:

38.

(a)

in English; or

(b)

(unless the Facility Agent otherwise agrees) accompanied by a certified English
translation. In this case, the English translation prevails unless the document is
a statutory or other official document.

GOVERNING LAW
This Agreement and any non-contractual obligations arising out of or in connection with it are
governed by English law.

39.

ENFORCEMENT

39.1

J ururliction
39.1.1 The English courts have exclusive jurisdiction to settle any dispute in connection with
any Finance Document including a dispute relating to any non-contractual obligation
arising out of or in connection with this Agreement.
39.1 .2 The Parties agree that the English courts are the most appropriate and convenient courts
to settle any such dispute and each Borrower waives objection to those courts on the
grounds of inconvenient forum o r othe1wise in relation to proceedings in connection
with any Finance Document.
39.1.3 Notwithstanding sub-clauses 39.1.l and 39.1.2 above, no Finance Party shall be
prevented from tak ing:

40.

(a)

proceedings in any other court; and

(b)

concurrent proceedings in any number of j urisdictions.

CONTRACTUAL RECOGNITION OF BAIL-IN
Notwithstanding any other term of any Finance Document or any other agreement, arrangement
o r understandi ng between the Parties, each Party acknowledges and accepts that any liability of
any Party to any other Party under or in connection with the Finance Documents may be subject
to Bail-In Action by tbe relevant Reso lution Autbority and acknow ledges and accepts to be
bound by the effect of:
(a)

any Bail-In Action in relation to any such liability, including (without Limitation):

(i)

a reduction, in full or in part, in the principal amount, or outstanding amount
due (including any accrued but unpaid interest) in respect of any such Liability;

(ii)

a conversion of all, or part of, any such liability into shares or other instruments
of ownership that may be issued to, or conferred on, it; and
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that communications may be made and notices given to or by the relevant Parties directly. This provision shall not operate after a replacement Facility Agent has been appointed. 37. LANGUAGE 37.1.1 Any notice given in connection with a Finance Document must be in English. 37.1.2 Any other document provided in connection with a Finance Document must be: (a) in English; or (b) (unless the Facility Agent otherwise agrees) accompanied by a certified English translation. In this case, the English translation prevails unless the document is a statutory or other official document. 38. GOVERNING LAW This Agreement and any non-contractual obligations arising out of or in connection with it are governed by English law. 39. ENFORCEMENT 39.1 Jurisdiction 39.1.1 The English courts have exclusive jurisdiction to settle any dispute in connection with any Finance Document including a dispute relating to any non-contractual obligation arising out of or in connection with this Agreement. 39.1.2 The Parties agree that the English courts are the most appropriate and convenient courts to settle any such dispute and each Borrower waives objection to those courts on the grounds of inconvenient forum or otherwise in relation to proceedings in connection with any Finance Document. 39.1.3 Notwithstanding sub-clauses 39.1.1 and 39.1.2 above, no Finance Party shall be prevented from taking: (a) proceedings in any other court; and (b) concurrent proceedings in any number of jurisdictions. 40. CONTRACTUAL RECOGNITION OF BAIL-IN Notwithstanding any other term of any Finance Document or any other agreement, arrangement or understanding between the Parties, each Party acknowledges and accepts that any liability of any Party to any other Party under or in connection with the Finance Documents may be subject to Bail-In Action by the relevant Resolution Authority and acknowledges and accepts to be bound by the effect of: (a) any Bail-In
Action in relation to any such liability, including (without limitation): (i) a reduction, in full or in part, in the principal amount, or outstanding amount due (including any accrued but unpaid interest) in respect of any such liability; (ii) a conversion of all, or part of, any such liability into shares or other instruments of ownership that may be issued to, or conferred on, it; and 104

(iii)
(b)

a cancellation of any such liability; and

a variation of any term of any Finance Document to the extent nece.ssary to give effect
to any Bail-lo Action in relation to any such liability.

This Agreement has been entered into on the date stated at the beginning of this Agreement.
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(iii) a cancellation of any such liability; and (b) a variation of any term of any Finance Document to the extent necessary to give effect to any Bail-In Action in relation to any such liability. This Agreement has been entered into on the date stated at the beginning of this Agreement. 105

SCHEDULE 1 ORIGINAL PARTIES Name of Facility A Facility B Facility C Facility D Totals Treaty Original Commitment Commitment Commitment Commitment Passport Lender scheme reference number and jurisdiction of tax residence (if applicable) HSBC UK 34,831,114.40 34,831,114.40 30,651,380.67 17,415,557.20 117,729,166.67 Bank plc Lloyds Bank 34,831,114.40 34,831,114.40 30,651,380.67 17,415,557.20 117,729,166.67 Plc Mizuho 34,831,114.40 34,831,114.40 30,651,380.67 17,415,557.20 117,729,166.67 Bank, Ltd. National 34,831,114.40 34,831,114.40 30,651,380.67 17,415,557.20 117,729,166.67 Westminster Bank Plc Royal Bank 34,831,114.40 34,831,114.40 30,651,380.67 17,415,557.20 117,729,166.67 of Canada Santander 34,831,114.40 34,831,114.40 30,651,380.67 17,415,557.20 117,729,166.67 UK Plc Barclays 31,952,662.71 31,952,662.71 28,118,343.20 15,976,331.36 107,999,999.98 Bank PLC MUFG 9,060,650.89 9,060,650.89 7,973,372.78 4,530,325.44 30,625,000.00 Bank, Ltd. Total £250,000,000 £250,000,000 £220,000,000 £125,000,000 £845,000,000 106

SCHEDULE2
CONDITIONS PRECEDENT DOCUMENTS
l.

2.

BorrovVers
( a)

A copy of the constitutional documents of each Borrower.

(b)

A copy of a resolution of the board of directors of each Borrower:

(i)

approving the terms of, and the transactions contemplated by, the Finance
Documents to which it is a party and resolving that it execute the Finance
Documents to which it is a party;

(ii)

authorising a specified person or persons to execute the Finance Documents to
which it is a party on its behalf; and

(iii)

authorising a specified person or persons, on its behalf, to sign and/or despatch
au documents and notices (including, if relevant, any Request) to be signed
and/or despatched by it under or in connection with the Finance Documents to
which it is a party.

(c)

A specimen of the signature of each person authorised by the resolution referred to in
paragraph (b) above.

(d)

A certificate of each Borrower (signed by a director) confirm ing that borrowing the
relevant Commitments would not cause any borrowing or similar limit binding on it to
be exceeded.

(e)

A certificate of an authorised signatory of the relevant Borrower certifying that each
copy document relating to it specified in this Schedule 2 is correct, complete and in full
force and effect as at a date no earlier than the date of this Agreement.

Legal opinions
A legal opi nion of Linklaters LLP, legal advisers to the Arrangers and the Facility Agent in
England, substantially in the form distributed to the Original Lenders prior to signing this
Agreement.

3.

Other documents and emdence
(a)

A copy of any other Authorisation or other document, opinion or assurance which the
Facility Agent considers to be necessary or desirable (if it has notified the relevant
Borrower accordingly) in connection with the entry into and performance of the
transactions contemplated by any Finance Document or for the validity and
enforceabil ity of any F inance Document.

(b)

The Original Financial Statements.

(c)

Evidence that the Existing Facilities will be (i) repaid and cancelled in full prior to, or
(ii) simultaneously fully refinanced by, the first utilisation under the Facil.ities.

(d)

Evidence that the fees, costs and expenses then due from the Borrowers pursuant to
Clause 24 (Fees) and Clause 26 (Exp:IDS€S) have been paid or will be paid by the fi rst
Drawdown Date.
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SCHEDULE 2 CONDITIONS PRECEDENT DOCUMENTS 1. Borrowers (a) A copy of the constitutional documents of each Borrower. (b) A copy of a resolution of the board of directors of each Borrower: (i) approving the terms of, and the transactions contemplated by, the Finance Documents to which it is a party and resolving that it execute the Finance Documents to which it is a party; (ii) authorising a specified person or persons to execute the Finance Documents to which it is a party on its behalf; and (iii) authorising a specified person or persons, on its behalf, to sign and/or despatch all documents and notices (including, if relevant, any Request) to be signed and/or despatched by it under or in connection with the Finance Documents to which it is a party. (c) A specimen of the signature of each person authorised by the resolution referred to in paragraph (b) above. (d) A certificate of each Borrower (signed by a director) confirming that borrowing the relevant Commitments would not cause any borrowing or similar limit binding on it to be exceeded. (e) A certificate of an authorised signatory of the relevant Borrower certifying that each copy document relating to it specified in this Schedule 2 is correct, complete and in full force and effect as at a date no earlier than the date of this Agreement. 2. Legal opinions A legal opinion of Linklaters LLP, legal advisers to the Arrangers and the Facility Agent in England, substantially in the form distributed to the Original Lenders prior to signing this Agreement. 3. Other documents and evidence (a) A copy of any other Authorisation or other document, opinion or assurance which the Facility Agent considers to be necessary or desirable (if it has notified the relevant Borrower accordingly) in connection with the entry into and performance of the transactions contemplated by any Finance Document or for the validity and enforceability of any Finance Document. (b) The Original Financial Statements. (c)
Evidence that the Existing Facilities will be (i) repaid and cancelled in full prior to, or (ii) simultaneously fully refinanced by, the first utilisation under the Facilities. (d) Evidence that the fees, costs and expenses then due from the Borrowers pursuant to Clause 24 (Fees) and Clause 26 (Expenses) have been paid or will be paid by the first Drawdown Date. 107

SCHEDULE 3

REQUEST'S
To:

[ • ] as Facility Agent

From: [ • ]
Date:

[• ]

£845,00),00) Facilities Agrretna.1t datErl [

• ] 2020 (as amended and restatErl from time to time)
(the "Agrret001t")

1.

We refer to the Agreement. This is a Request. Terms defined in the Agreement have the same
meaning in this Request unless given a different mean ing in this Request.

2.

We wish to borrow a Loan on the following terms:
(a)

Facility being utilised:

(b)

Drawdown Date:

(c)

Amount/currency:

(d)

Term:

[• ]

3.

Our payment instructions are: [ • ]

4.

We confirm that each condition precedent under the Agreement which must be satisfied on the
date of th is Request is so satisfied.

5.

We confirm that as at [relevant testing date] Consolidated EBITDA was [ • ] and Interest
Payable was [ • ];therefore, the ratio of Consolidated EBITDA to Interest Payable was [ • ] to
I.

6.

We confinn that as at [relevant testing date] Regu latory Asset Base was [ • ] and Total Net
Debt was [ • ]; therefore, Total Net Debt does not exceed a n amount equal to 85% of the
Regulatory Asset Base.

7.

T his Request is irrevocable.

By:
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SCHEDULE 3 REQUESTS To: [

] as Facility Agent From: [

] Date: [

] £845,000,000 Facilities Agreement dated [

] 2020 (as amended and restated from time to time) (the “Agreement”) 1. We refer to the Agreement. This is a Request. Terms defined in the Agreement have the same meaning in this Request unless given a different meaning in this Request. 2. We wish to borrow a Loan on the following terms: (a) Facility being utilised: [

] (b) Drawdown Date: [

] (c) Amount/currency: [

] (d) Term: [

] 3. Our payment instructions are: [

] 4. We confirm that each condition precedent under the Agreement which must be satisfied on the date of this Request is so satisfied. 5. We confirm that as at [relevant testing date] Consolidated EBITDA was [

] and Interest Payable was [

]; therefore, the ratio of Consolidated EBITDA to Interest Payable was [

] to 1. 6. We confirm that as at [relevant testing date] Regulatory Asset Base was [

] and Total Net Debt was [

]; therefore, Total Net Debt does not exceed an amount equal to 85% of the Regulatory Asset Base. 7. This Request is irrevocable. By: [
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SCHEDULE4

FORM OF TRANSFER CERTIFICATE
To:

[ • ) as Facility Agent

From: [THE EXISTfNG LENDER) (the "Exi.sti.ngLmder'') and [THE NEW LENDER] (the "New

Lmder")
Date:

[• )

f.845,00),00) Facilities Agreement dated [ • ] 2020 (as ammded and restated from time to time)

(the "Agreement")
We refer to the Agreement. This is a Transfer Certificate. Terms defined in the Agreement have the
same meaning in this Transfer Certificate unless given a different meaning in this Transfer Certificate.
I.

The Existing Lender and the New Lender agree to the Ex isting Lender transferring by novation
to the New Lender, and in accordance with Clause 29.6 (Proca:l.ure for tramfer), all of the
Existing Lender's rights and obligations under the Agreement and the other Finance Documents
which relate to that portion of the Existing Lender's Commitment(s) and participations in Loans
under the Agreement as specified in the Schedule below.

2.

The proposed Transfer Date is [ • ).

3.

The administrative details of the New Lender for the purposes of the Agreement are set out in
the Schedule.

4.

The New Lender expressly acknowledges the limitations on the Existing Lender's obligations
set out in Clause 29.5.3 (linitationofresµ :m:;ibili1yofExi.stirgl..arlers) of the Agreement.

5.

Tbe ew Lender con:finns, for the benefit of the Facility Agent and without liability to any
Borrower, that it is:

6.

(a)

[a Qualifying Lender (other than a Treaty Lender);)

(b)

(a Treaty Lender;]

(c)

[not a Qualifying Lender]

[The New Lender confirms that the person beneficially entitled to interest payable to that
Lender in respect of an advance under a Finance Document is either:
(a)

a company resident in the United Kingdom for United Ki ngdom tax purposes; or

(b)

a partnership each member of which is:

(c)

(i)

a company so resident in the United Kingdom; or

(ii)

a company not so resident in the Un ited Kingdom which carries on a trade in
the United Kingdom through a permanent establishment and which brings into
account in computing its chargeable profits (within tbe meaning of section 19
of the CTA) the whole of any share of interest payable in respect of that advance
that falls to it by reason of Part 17 of the CTA; or

a company not so resident in the United Kingdom which carries on a trade in the United
Kingdom through a permanent establishment and which brings into account interest
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SCHEDULE 4 FORM OF TRANSFER CERTIFICATE To: [

] as Facility Agent From: [THE EXISTING LENDER] (the “Existing Lender”) and [THE NEW LENDER] (the “New Lender”) Date: [

] £845,000,000 Facilities Agreement dated [

] 2020 (as amended and restated from time to time) (the “Agreement”) We refer to the Agreement. This is a Transfer Certificate. Terms defined in the Agreement have the same meaning in this Transfer Certificate unless given a different meaning in this Transfer Certificate. 1. The Existing Lender and the New Lender agree to the Existing Lender transferring by novation to the New Lender, and in accordance with Clause 29.6 (Procedure for transfer), all of the Existing Lender’s rights and obligations under the Agreement and the other Finance Documents which relate to that portion of the Existing Lender’s Commitment(s) and participations in Loans under the Agreement as specified in the Schedule below. 2. The proposed Transfer Date is [ ]. 3. The administrative details of the New Lender for the purposes of the Agreement are set out in the Schedule. 4. The New Lender expressly acknowledges the limitations on the Existing Lender’s obligations set out in Clause 29.5.3 (Limitation of responsibility of Existing Lenders) of the Agreement. 5. The New Lender confirms, for the benefit of the Facility Agent and without liability to any Borrower, that it is: (a) [a Qualifying Lender (other than a Treaty Lender);] (b) [a Treaty Lender;] (c) [not a Qualifying Lender] 6. [The New Lender confirms that the person beneficially entitled to interest payable to that Lender in respect of an advance under a Finance Document is either: (a) a company resident in the United Kingdom for United Kingdom tax purposes; or (b) a partnership each member of which is: (i) a company so resident in the United Kingdom; or (ii) a company not so resident in the United Kingdom which carries on a trade in the United Kingdom through a
permanent establishment and which brings into account in computing its chargeable profits (within the meaning of section 19 of the CTA) the whole of any share of interest payable in respect of that advance that falls to it by reason of Part 17 of the CTA; or (c) a company not so resident in the United Kingdom which carries on a trade in the United Kingdom through a permanent establishment and which brings into account interest 109

payable in respect of that advance in computing the chargeable profits (within the
meaning of section 19 of the CTA) of that company.)**
7.

[The New Lender confirms (for the benefit of the Facility Agent and without liability to any
Borrower) that it is a Treaty Lender that bo lds a passport under the HMRC DT Treaty Passport
scheme (reference number [ • ]), and is tax resident in [ • ] *** so that interest payable to it by
tbe Borrowers is generally subj ect to full exemption from UK withholding tax and notifies each
Borrower which is a Party as a Borrower as at the Transfer Date that it wishes that scheme to
apply to the Agreement.)****

8.

This Transfer Certificate may be executed in any number of counterparts and this bas the same
effect as if the signatures on the counterparts were on a single copy of this Transfer Certificate.

9.

This Transfer Certificate and any non-contractual obligations arising out of or in connection
with it are governed by English law.

10.

Tbis Transfer Certificate has been entered into on the date stated at the beginning of this
Transfer Certificate.

NOTES:

*

Delete as applicable - each New Lender is required to confirm which of these three categories
it falls w ith in.

**

Include ifNew Lender comes within paragraph (a)(ii) oftbe definition of Qualifying Lender in
Clause 13.1 (Definitions).

***

Insert jurisdiction of tax residence.

****

This confirmation must be included if the New Lender holds a passport under the HMRC OT
T reaty Passport scheme and wishes that scheme to apply to the Agreement.
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payable in respect of that advance in computing the chargeable profits (within the meaning of section 19 of the CTA) of that company.]** 7. [The New Lender confirms (for the benefit of the Facility Agent and without liability to any Borrower) that it is a Treaty Lender that holds a passport under the HMRC DT Treaty Passport scheme (reference number [

]), and is tax resident in [

] *** so that interest payable to it by the Borrowers is generally subject to full exemption from UK withholding tax and notifies each Borrower which is a Party as a Borrower as at the Transfer Date that it wishes that scheme to apply to the Agreement.]**** 8. This Transfer Certificate may be executed in any number of counterparts and this has the same effect as if the signatures on the counterparts were on a single copy of this Transfer Certificate. 9. This Transfer Certificate and any non-contractual obligations arising out of or in connection with it are governed by English law. 10. This Transfer Certificate has been entered into on the date stated at the beginning of this Transfer Certificate. NOTES: * Delete as applicable – each New Lender is required to confirm which of these three categories it falls within. ** Include if New Lender comes within paragraph (a)(ii) of the definition of Qualifying Lender in Clause 13.1 (Definitions). *** Insert jurisdiction of tax residence. **** This confirmation must be included if the New Lender holds a passport under the HMRC DT Treaty Passport scheme and wishes that scheme to apply to the Agreement. 110

THE SCHEDULE
Commitment/rights and obligations to be transfernrl
[insert re levant details, including applicable Commitment (or part)]

Administrative details of the New Lender
[insert details of Facility Office, address for notices and payment details etc.]

[EXISI'ING LENDER]

[NEW LENDER]

By:

By:

The Transfer Date is confirmed by the Facility Agent as [ • ].

[• l
By:

111

THE SCHEDULE Commitment/rights and obligations to be transferred [insert relevant details, including applicable Commitment (or part)] Administrative details of the New Lender [insert details of Facility Office, address for notices and payment details etc.] [EXISTING LENDER] [NEW LENDER] By: By: The Transfer Date is confirmed by the Facility Agent as [

]. [

] By: 111

SCHEDULES
FORM OF ASSIGNMENT AGREEMENT
To:

[ • ) as Facility Agent and [

) as Borrower

From: [THE EXISTfNG LENDER) (the "Existing Lender'') and [THE NEW LENDER] (the "New

Lender'')
Dated: ( • ]

f.845,CXXl,CXX> Facilities Agreement dated [ • ] 2020 (as amended and restated from time to time)
(the "Agreement")
I.

We refer to the Agreement. T his is an Assignment Agreement. Ten11s defined in the Agreement
have the same meaning in this Assignment Agreement unless given a different meaning in this
Assignment Agreement.

2.

We refer to Clause 29.7 (Procoourefor assignrra:it) of the Agreement:
(a)

The Existing Lender assigns absolutely to the New Lender all the rights of the Existing
Lender under the A&'Teement and the other Finance Docm11ents wl1ieh relate to that
portion of the Existing Lender' s Commjtment and participations in Loans under the
Agreement as specified in the Schedule.

(b)

The Existing Lender is released from all the obligations of the Existing Lender which
correspond to that portion of the Existing Lender's Commitment and participations in
Loans under the Agreement specified in the Schedule.

(c)

The New Lender becomes a Party as a Lender and is bound by obligations equivalent
to those from which the Existing Lender is released under paragraph (b) above.

3.

The proposed Transfer Date is [ • ].

4.

On the Transfer Date the New Lender becomes Party to the Finance Documents as a Lender.

5.

The administrative details of the New Lender for the purposes of the Agreement are set out in
the Schedule.

6.

The New Lender expressly acknow ledges the lim itations on the Ex isting Lender's obligations
set out in Clause 29.5.3 (Unitationofresponsibi.lityofExistrrgI.arlers) of the Agreement.

7.

The New Lender confim1s, for the benefi t of the Facility Agent and without liability to any
Borrower, that it is:

8.

(a)

[a Qualifying Lender (other than a Treaty Lender);]

(b)

[a Treaty Lender;]

(c)

[not a Qualifying Lender].

[The New Lender confinus that the person beneficially entitled to interest payable to that
Lender in respect ofan advance under a Finance Document is either:
(a)

a company resident in the United Kingdom for United Kingdom tax purposes;

(b)

a partnership each member of which is:
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SCHEDULE 5 FORM OF ASSIGNMENT AGREEMENT To: [

] as Facility Agent and [ ] as Borrower From: [THE EXISTING LENDER] (the “Existing Lender”) and [THE NEW LENDER] (the “New Lender”) Dated: [

] £845,000,000 Facilities Agreement dated [

] 2020 (as amended and restated from time to time) (the “Agreement”) 1. We refer to the Agreement. This is an Assignment Agreement. Terms defined in the Agreement have the same meaning in this Assignment Agreement unless given a different meaning in this Assignment Agreement. 2. We refer to Clause 29.7 (Procedure for assignment) of the Agreement: (a) The Existing Lender assigns absolutely to the New Lender all the rights of the Existing Lender under the Agreement and the other Finance Documents which relate to that portion of the Existing Lender’s Commitment and participations in Loans under the Agreement as specified in the Schedule. (b) The Existing Lender is released from all the obligations of the Existing Lender which correspond to that portion of the Existing Lender’s Commitment and participations in Loans under the Agreement specified in the Schedule. (c) The New Lender becomes a Party as a Lender and is bound by obligations equivalent to those from which the Existing Lender is released under paragraph (b) above. 3. The proposed Transfer Date is [
Qualifying Lender]. 8. [The New Lender confirms that the person beneficially entitled to interest payable to that Lender in respect of an advance under a Finance Document is either: (a) a company resident in the United Kingdom for United Kingdom tax purposes; (b) a partnership each member of which is: 112

]. 4. On the Transfer Date the New Lender becomes Party to the Finance Documents as a Lender. 5. The administrative details of the New Lender for the purposes of the Agreement are set out in the Schedule. 6. The New Lender expressly acknowledges the limitations on the Existing Lender’s obligations set out in Clause 29.5.3 (Limitation of responsibility of Existing Lenders) of the Agreement. 7. The New Lender confirms, for the benefit of the Facility Agent and without liability to any Borrower, that it is: (a) [a Qualifying Lender (other than a Treaty Lender);] (b) [a Treaty Lender;] (c) [not a

(c)

(i)

a company so resident in the United Kingdom; or

(ii)

a company not so resident in the United Kingdom which carries on a trade in
the United Kingdom through a permanent establishment and which brings into
account in computing its chargeable profits (within the meaning of section 19
of the CTA) the whole of any share of interest payable in respect of that
advance that falls to it by reason of Part 17 of the CT A; or

a company not so resident in the United Kingdom which carries on a trade in
the United Kingdom through a permanent establishment and which brings into
account interest payable in respect of that advance in computing the chargeable
profits (within the meaning of section 19 of the CTA) of that company.)

9.

[The New Lender confirms that it bolds a passport under the HMRC DT Treaty passport scheme
(reference number [ • ]) and is tax resident in [ • ], so that interest payable to it by borrowers
is generally subject to full exemption from UK withholding tax, and notifies each Borrower
which is a Party as a Borrower as at the Transfer Date that it wishes that scheme to apply to the
Agreement.]

10.

This Assignment Agreement acts as notice to the Facility Agent (on behalf of each Finance
Party) and, upon delivery in accordance with Clause 29.9 (Copy of Transfer Certificate,
Assigrurent Agree:rent or .lnc:rfflse Confinration to Conpmy) of the Agreement, to the
Borrowers of the assignment referred to in this Assignment Agreement.

11.

This Assignment Agreement may be executed in any number of counterparts and this has the
same eflect as if the signatures on the counterparts were on a single copy of this Assignment
Agreement.

12.

This Assignment Agreement and any non-contractual obligations arising out of or in connection
with it are governed by English law.

13.

This Assignment Agreement has been entered into on the date stated at the beginning of this
Assignment Agreement.
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(i) a company so resident in the United Kingdom; or (ii) a company not so resident in the United Kingdom which carries on a trade in the United Kingdom through a permanent establishment and which brings into account in computing its chargeable profits (within the meaning of section 19 of the CTA) the whole of any share of interest payable in respect of that advance that falls to it by reason of Part 17 of the CTA; or (c) a company not so resident in the United Kingdom which carries on a trade in the United Kingdom through a permanent establishment and which brings into account interest payable in respect of that advance in computing the chargeable profits (within the meaning of section 19 of the CTA) of that company.] 9. [The New Lender confirms that it holds a passport under the HMRC DT Treaty passport scheme (reference number [

]) and is tax resident in [

], so that interest payable to it by borrowers is generally subject to full exemption from UK withholding tax, and notifies each Borrower which is a Party as a Borrower as at the Transfer Date that it wishes that scheme to apply to the Agreement.] 10. This Assignment Agreement acts as notice to the Facility Agent (on behalf of each Finance Party) and, upon delivery in accordance with Clause 29.9 (Copy of Transfer Certificate, Assignment Agreement or Increase Confirmation to Company) of the Agreement, to the Borrowers of the assignment referred to in this Assignment Agreement. 11. This Assignment Agreement may be executed in any number of counterparts and this has the same effect as if the signatures on the counterparts were on a single copy of this Assignment Agreement. 12. This Assignment Agreement and any non-contractual obligations arising out of or in connection with it are governed by English law. 13. This Assignment Agreement has been entered into on the date stated at the beginning of this Assignment Agreement. 113

THE SCHEDULE
Rights to be assigned and obligations to be rela:isa:l and undataken

[Inc;at raevant daailsJ
[ Facility Office address and attention c:k:rails for noti.a:s and acxx>lmt c:k:rails for :i:aynmts]
[Existing Lender]

[New Lender]

By:

By:

This Assignment Agreement is accepted by the Facility Agent and the Transfer Date is confirmed as

[

].

Signature of this Assignment Agreement by the Facility Agent constitutes confirmation by the Facility
Agent of receipt of notice of the assignment referred to herein, which notice the Facility Agent receives
on behalf of each Finance Party.
[Facility Agent]
By:

114

THE SCHEDULE Rights to be assigned and obligations to be released and undertaken [Insert relevant details] [Facility Office address and attention details for notices and account details for payments] [Existing Lender] [New Lender] By: By: This Assignment Agreement is accepted by the Facility Agent and the Transfer Date is confirmed as [ ]. Signature of this Assignment Agreement by the Facility Agent constitutes confirmation by the Facility Agent of receipt of notice of the assignment referred to herein, which notice the Facility Agent receives on behalf of each Finance Party. [Facility Agent] By: 114

SCHEDULE6

FORM OF COMPLIANCE CERTIFICATE
To:

[ • ] as Facility Agent

From: [ • ]
Date:

[• ]

£845,00),00) Facilities Agrrema:i.t datoo [

• ] 2020 (as amended and restatoo from time to time)
(the "Agr€el001t")

l.

We refer to the Agreement. This is a Compliance Certificate. Terms defined in the Agreement
have the same meaning in this Compliance Certificate unless given a different meaning in this
Compliance Certificate.

2.

We confin11 that as at [relevant t.esting date], Consolidated EBITDA was [ • ] and Interest
Payable was ( • ),therefore the ratio of Consolidated EBITDA to Interest Payable was [ • )to
l.

3.

We confirm that as at [relevant t.esting date], Regulatory Asset Base was [ • ] and Total Net
Debt was [ • ];therefore Total Net Debt does not exceed 85% of the Regulatory Asset Base.

4.

We set out below calculations establishing the figures in paragraphs 2 and 3 above:

5.

We confirm that the following companies were Material Subsidiaries at [relevantt.estingdate]:

6.

[We confirm that no Default is outstanding as at [relevant testing date].] 1

[

.

]

By:
Director
Director

If this statement cannot be made, the certificate should identify any Default that is outstanding and the
steps, if any, being taken to remedy it.
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SCHEDULE 6 FORM OF COMPLIANCE CERTIFICATE To: [

] as Facility Agent From: [

] Date: [

] £845,000,000 Facilities Agreement dated [

] 2020 (as amended and restated from time to time) (the “Agreement”) 1. We refer to the Agreement. This is a Compliance Certificate. Terms defined in the Agreement have the same meaning in this Compliance Certificate unless given a different meaning in this Compliance Certificate. 2. We confirm that as at [relevant testing date], Consolidated EBITDA was [

] and Interest Payable was [

], therefore the ratio of Consolidated EBITDA to Interest Payable was [

] to 1. 3. We confirm that as at [relevant testing date], Regulatory Asset Base was [

] and Total Net Debt was [

]; therefore Total Net Debt does not exceed 85% of the Regulatory Asset Base. 4. We set out below calculations establishing the figures in paragraphs 2 and 3 above: [

]. 5. We confirm that the following companies were Material Subsidiaries at [relevant testing date]: [

]. 6. [We confirm that no Default is outstanding as at [relevant testing date].]1 [

] By: Director Director 1 If this statement cannot be made, the certificate should identify any Default that is outstanding and the steps, if any, being taken to remedy it. 115

SCHEDULE7

FORM OF INCREASE CONFIRMATION
To:

[ • ] as Facility Agent and [ • ] as Borrower

From: [the lncroose l...eroer] (the " lncrrese Lender'')
Dated: [ • ]
£845,00),00) Facilities Agrrema:i.t date1 [

• ] 2020 (as amended and restate1 from time to time)
(the "Agr€el001t")

1.

We refer to the Agreement This is an lncrease Confirmation. Terms defined in the Agreement
have the same meaning in th is Increase Confirmation un less given a different meaning in th is
Increase Confirmation.

2.

We refer to Clause 2.2 (locrease) of the Agreement.

3.

In accordance with the terms of the Agreement the locrease Lender agrees to assume and wiU
assume all of the obligations corresponding to tl1e Commitment specified in the Schedule (the
"Relevant Commitment") as if it was an Original Lender under the Agreement.

4.

The proposed date on which the increase in relation to the lncrease Lender and the Relevant
Commitment is to take effect (the "Incr6:1Se Date") is [ • ].

5.

On the Increase Dale, the lncrease Lender becomes party to the Finance Documents as a Lender.

6.

The Faci li ty Office, address and attention details for notices to the Increase Lender are set out
in the Schedule.

7.

The increase Lender expressly acknowledges the limitations on the Lenders' obligations
referred to in Clause 2.2 (Iocrease).

8.

The Increase Lender confirms, for the benefit of the Facility Agent and without liability to any
Borrower, that it is:

9.

8.1. l

[a Qualifying Lender (other than a Treaty Lender);]

8. 1.2

[a Treaty Lender;]

8. 1.3

[not a Qualifying Lender).*

[The Increase Lender confirms that the person beneficially entitled lo interest payable to that
Lender in respect of an advance under a Finance Document is either;
9. l.l

a company resident in the United Kingdom for United Kingdom tax purposes; or

9. 1.2

a partnership each member of which is:
( 1)

a company so resident in the United Kingdom; or

(2)

a company not so resident in the United Kingdom which carries on a trade in
the United Kingdom through a pem1anent establishment and which brings into
account in computing its chargeable profits (within the meaning of section 19
of the CTA) the whole of any share of interest payable in respect of that
advance that falls to it by reason of Part 17 of the CTA; or
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SCHEDULE 7 FORM OF INCREASE CONFIRMATION To: [

] as Facility Agent and [

] as Borrower From: [the Increase Lender] (the “Increase Lender”) Dated: [

] £845,000,000 Facilities Agreement dated [

] 2020 (as amended and restated from time to time) (the “Agreement”) 1. We refer to the Agreement This is an Increase Confirmation. Terms defined in the Agreement have the same meaning in this Increase Confirmation unless given a different meaning in this Increase Confirmation. 2. We refer to Clause 2.2 (Increase) of the Agreement. 3. In accordance with the terms of the Agreement the Increase Lender agrees to assume and will assume all of the obligations corresponding to the Commitment specified in the Schedule (the “Relevant Commitment”) as if it was an Original Lender under the Agreement. 4. The proposed date on which the increase in relation to the Increase Lender and the Relevant Commitment is to take effect (the “Increase Date”) is [ ]. 5. On the Increase Date, the Increase Lender becomes party to the Finance Documents as a Lender. 6. The Facility Office, address and attention details for notices to the Increase Lender are set out in the Schedule. 7. The Increase Lender expressly acknowledges the limitations on the Lenders’ obligations referred to in Clause 2.2 (Increase). 8. The Increase Lender confirms, for the benefit of the Facility Agent and without liability to any Borrower, that it is: 8.1.1 [a Qualifying Lender (other than a Treaty Lender);] 8.1.2 [a Treaty Lender;] 8.1.3 [not a Qualifying Lender].* 9. [The Increase Lender confirms that the person beneficially entitled to interest payable to that Lender in respect of an advance under a Finance Document is either; 9.1.1 a company resident in the United Kingdom for United Kingdom tax purposes; or 9.1.2 a partnership each member of which is: (1) a company so resident in the United Kingdom; or (2) a company not so resident in the United Kingdom which carries on a
trade in the United Kingdom through a permanent establishment and which brings into account in computing its chargeable profits (within the meaning of section 19 of the CTA) the whole of any share of interest payable in respect of that advance that falls to it by reason of Part 17 of the CTA; or 116

9 .1.3

a company not so resident in the United Kingdom which carries on a trade in the United
Kingdom through a permanent establishment and which brings into account interest
payable in respect of that advance in computing the chargeable profits (within the
meaning of section 19 of the CTA) of that company.]**

l 0.

(The Increase Lender confirms ( for the benefit of the FaciJity Agent and without liability to any
Borrower) that it is a Treaty Lender that ho lds a passport under the HMRC OT Treaty Passport
scheme (reference number [ • ]), and is tax resident in [ • ] *** so that interest payable to it by
the Borrowers is generally subject to full exemption from UK withholding tax and notifies each
Borrower which is a Party as a Borrower as at the Increase Date that it wishes that scheme to
apply to the Agreement.]****

11.

This Increase Confirmation may be executed in any number of counterparts and this has the
same effe.ct as if the signatures on the counterparts were on a single copy of this Increase
Confumation.

12.

This Increase Confirmation and any non-contractual obligations arising out of or in connection
with it are governed by English law.

13.

This Increase Confirmation has been entered into on the date stated at the beginning of this
Increase Confirmation.

NOTES:

*

Delete as app licable - each Increase Lender is required to confim1 which of these three
categories it falls within.

**

Include iflncrease Lender comes within paragraph (a)(ii) of the definition of Qualifying Lender
in Clause 13.l (Definitions).

***

Insert jurisdiction of tax residence.

****

This confirmation must be included if the Increase Lender holds a passport under the HMRC
OT Treaty Passport scheme and wishes that scheme lo apply to the Agreement.
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9.1.3 a company not so resident in the United Kingdom which carries on a trade in the United Kingdom through a permanent establishment and which brings into account interest payable in respect of that advance in computing the chargeable profits (within the meaning of section 19 of the CTA) of that company.]** 10. [The Increase Lender confirms (for the benefit of the Facility Agent and without liability to any Borrower) that it is a Treaty Lender that holds a passport under the HMRC DT Treaty Passport scheme (reference number [

]), and is tax resident in [

] *** so that interest payable to it by the Borrowers is generally subject to full exemption from UK withholding tax and notifies each Borrower which is a Party as a Borrower as at the Increase Date that it wishes that scheme to apply to the Agreement.]**** 11. This Increase Confirmation may be executed in any number of counterparts and this has the same effect as if the signatures on the counterparts were on a single copy of this Increase Confirmation. 12. This Increase Confirmation and any non-contractual obligations arising out of or in connection with it are governed by English law. 13. This Increase Confirmation has been entered into on the date stated at the beginning of this Increase Confirmation. NOTES: * Delete as applicable – each Increase Lender is required to confirm which of these three categories it falls within. ** Include if Increase Lender comes within paragraph (a)(ii) of the definition of Qualifying Lender in Clause 13.1 (Definitions). *** Insert jurisdiction of tax residence. **** This confirmation must be included if the Increase Lender holds a passport under the HMRC DT Treaty Passport scheme and wishes that scheme to apply to the Agreement. 117

THE SCHEDULE
Relevant Commitment/rights and obligations to be assuma:l by the IncrEaSe Lender
[irnert relevant details]
[Facility office addres.5 am atta1.tion details for notices am aexx>unt details for µ3.ym:nts]

[Tncrease Lende r]
By:
This Increase Confirmation is confirmed as an Increase Confirmation for the purposes of the Agreement
by the facility Agent and the lncrease Date is confirmed as [ • ].
Facility Agent
By:
as Facility Agent for and on behalf of each of the
parties to the Agreement (other than the Increase Lender)
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THE SCHEDULE Relevant Commitment/rights and obligations to be assumed by the Increase Lender [insert relevant details] [Facility office address and attention details for notices and account details for payments] [Increase Lender] By: This Increase Confirmation is confirmed as an Increase Confirmation for the purposes of the Agreement by the Facility Agent and the Increase Date is confirmed as [

]. Facility Agent By: as Facility Agent for and on behalf of each of the parties to the Agreement (other than the Increase Lender) 118

SCHEDULES
TIMETABLES
Loans in arro

Loans in sterling

U-4

Facility Agent notifies the
relevant Borrower if a currency
is approved as an Optional
Currency in accordance with
Clause 4.3 (Conditiom relatinJ
to Optional Curreocies)
Delivery of a duly completed
Request (Clause 5.2
(Conµaion of Pcquesls))
Facility Agent determines (in
relation to a Loan) the Base
Currency Amount of the Loan,
if required under Clause 5.4
(Advance of loan) and notifies
the Lenders of the Loan in
accordance with Clause 5.4
(Advance of loan)

Loans in other
a.Jrra1des

U-3

U-1

U-3

9:30a.m.

9:30 a.m.

9:30 a.m.

U-3

U-1

U-3

Noon

Noon

Noon

Facility Agent receives a
notification from a Lender
under Clause 7 .2. I (Revocation
of a curreocy)

Quotation Day

Quotation Day

Facility Agent gives notice in
accordance with Clause 7 .2
(Revocation of a curreicy)

Quotation Day

Quotation Day

5:30 p.m.

5:30 p.m.

LIBOR or EURIBOR is fixed

Quotation Day as of
11 :00 a.m. Loudon
time in respect of
LIBOR and as of
11 :00 am. (Brussels
time) in respect of
EUR IBOR

Quotation Day as of
11:00am.

Quotation Day as of
11 :00am.

Reference Bank Rate calculated
by reference to available
quotations in accordance with
Clause 12 .2 (Cal.C1.lla1ion of

[Noon] on the
Quotation Day in
respect ofLlBOR and
Quotation Day [ 11 :30]
a.m. (Brussels time) in
respect ofEURIBOR

[Noon] on the
Quotation Day

[Noon]onthe
Quotation Day in
respect ofLTBOR

Refffi:'!03 Bank Rare)
"U"

date of utilisation

"U-X"

X Business Days prior to date of utilisation.
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SCHEDULE 8 TIMETABLES Loans in euro Loans in sterling Loans in other currencies Facility Agent notifies the - - U-4 relevant Borrower if a currency is approved as an Optional Currency in accordance with Clause 4.3 (Conditions relating to Optional Currencies) Delivery of a duly completed U-3 U-1 U-3 Request (Clause 5.2 (Completion of Requests)) 9:30 a.m. 9:30 a.m. 9:30 a.m. Facility Agent determines (in U-3 U-1 U-3 relation to a Loan) the Base Currency Amount of the Loan, Noon Noon Noon if required under Clause 5.4 (Advance of Loan) and notifies the Lenders of the Loan in accordance with Clause 5.4 (Advance of Loan) Facility Agent receives a Quotation Day - Quotation Day notification from a Lender under Clause 7.2.1 (Revocation of a currency) Facility Agent gives notice in Quotation Day - Quotation Day accordance with Clause 7.2 (Revocation of a currency) 5:30 p.m. 5:30 p.m. LIBOR or EURIBOR is fixed Quotation Day as of Quotation Day as of Quotation Day as of 11:00 a.m. London 11:00 am. 11:00 am. time in respect of LIBOR and as of 11:00 am. (Brussels time) in respect of EURIBOR Reference Bank Rate calculated [Noon] on the [Noon] on the [Noon] on the by reference to available Quotation Day in Quotation Day Quotation Day in quotations in accordance with respect of LIBOR and respect of LIBOR Clause 12.2 (Calculation of Quotation Day [11:30] Reference Bank Rate) a.m. (Brussels time) in respect of EURIBOR “U” = date of utilisation “U-X” = X Business Days prior to date of utilisation. 119

SCHEDULE9
FORM OF SUBORDINATION DEED
THIS SUBORDINATION DEED is entered into as a deed on [] and is made
BETWEEN:
l.

[ • ](registered number [ • ])(the "Company");

2.

[SUBORDINATED CREDITOR) (the "Subordinate1 Crooitor"); and

3.

[ • ], as Facility Agent acting on behalf of the Lenders (the "Facility Agent'').

l.

INI'ERPRETATION

J. I

DEfinilions
Jn this Deed:
"Agreement'' means the £845,000,000 Multicurrency Revolving Facilities Agreement dated []
2020 as amended from time to time between, amongst others, Western Power Distribution (East
Midlands) PLC, (Western Power Distribution (West Midlands) PLC, Western Power
Distribution (South West) PLC and Western Power Distribution (South Wales) PLC as
Borrowers and [ • ]as Facility Agent.
"Ca:tificate'' means a document substantially in the fom1 set out in Annex I (Form of
Ca:tificate).

"Party" means a party to this Deed.
"Permittoo Subordinate1 Debt Paymmt" means:
(a)

the repayment or prepayment of any principal amount (or capitalised interest)
outstanding under the Subordinated Finance Document;

(b)

the payment of any interest, fee or charge accrued or due under or any other amount
payable in connection with the Subordinated Finance Document; or

(c)

the purchase, redemption, defeasance or discharge of any amount outstanding under the
Subordinated Finance Document,

provided that the Company, prior to any action referred to in paragraphs (a) to (c) above being
taken, delivers to the Facility Agent a Certificate, signed by two directors of the Company,
certifying that, taking into account any such action, the Company will be in compliance with
its obligations under Clause 19 (Finan:ial Covena.nls) of the Agreement on each of the next
two Measurement Dates.
" Senior Debt'' means any present or future liability (actual or contingent) payable or owing by
the Company to a Finance Party under or in connection with the Finance Documents.
" Senior Debt Discharge Date" means the date on which all the Senior Debt has been
unconditionally and irrevocably paid and discharged in full and no Finance Party has any
commitment or liability, whether present or future, actual or contingent, i11 relation to the
Company under the relevant Facility, as determined by the Facility Agent.
" Subordinate1 Crooitor ACC€S:iion Deaf" means a deed substantially in the form set out in
Annex I (Fonnof9.Jlx)rdinate1 Cra:litor Aa::ffi5ionDa:rl).
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SCHEDULE 9 FORM OF SUBORDINATION DEED THIS SUBORDINATION DEED is entered into as a deed on [ ] and is made BETWEEN: 1. [

] (registered number [

]) (the “Company”); 2. [SUBORDINATED CREDITOR] (the “Subordinated Creditor”); and 3. [

], as Facility Agent acting on behalf of the Lenders (the “Facility Agent”). 1. INTERPRETATION 1.1 Definitions In this Deed: “Agreement” means the £845,000,000 Multicurrency Revolving Facilities Agreement dated [] 2020 as amended from time to time between, amongst others, Western Power Distribution (East Midlands) PLC, (Western Power Distribution (West Midlands) PLC, Western Power Distribution (South West) PLC and Western Power Distribution (South Wales) PLC as Borrowers and [ ]as Facility Agent. “Certificate” means a document substantially in the form set out in Annex 1 (Form of Certificate). “Party” means a party to this Deed. “Permitted Subordinated Debt Payment” means: (a) the repayment or prepayment of any principal amount (or capitalised interest) outstanding under the Subordinated Finance Document; (b) the payment of any interest, fee or charge accrued or due under or any other amount payable in connection with the Subordinated Finance Document; or (c) the purchase, redemption, defeasance or discharge of any amount outstanding under the Subordinated Finance Document, provided that the Company, prior to any action referred to in paragraphs (a) to (c) above being taken, delivers to the Facility Agent a Certificate, signed by two directors of the Company, certifying that, taking into account any such action, the Company will be in compliance with its obligations under Clause 19 (Financial Covenants) of the Agreement on each of the next two Measurement Dates. “Senior Debt” means any present or future liability (actual or contingent) payable or owing by the Company to a Finance Party under or in connection with the Finance
Documents. “Senior Debt Discharge Date” means the date on which all the Senior Debt has been unconditionally and irrevocably paid and discharged in full and no Finance Party has any commitment or liability, whether present or future, actual or contingent, in relation to the Company under the relevant Facility, as determined by the Facility Agent. “Subordinated Creditor Accession Deed” means a deed substantially in the form set out in Annex 1 (Form of Subordinated Creditor Accession Deed). 120

"Subordinated Debt'' means any present or future liability (actual or contingent) payable or
owing by the Company to the Subordinated Creditor under or in connection with any
Subordinated Finance Document.

"Subordinated Finance DOCUlll61t'' means [ • ].
1.2

1.3

Construction
I .2. I

Capitalised terms defined in the At,'Ieement have the same meaning in this Deed, unless
given a different meaning in this Deed.

1.2.2

The principles of construction set out in the Agreement will have effect as if set out in
this Deed.

1.2.3

Any undertaking by the Subordinated Creditor in this Deed remains in force from the
date of this Deed to the Senior Debt Discharge Date.

Third Party rights
Unless otherwise indicated and save in respect of any other creditor under any of the Finance
Documents, a person who is not a party to this Deed has no right under the Contracts (Rights
of Third Parties) Act 1999 (or any other applicable law) to enforce any tenn of this Deed.

2.

SUBORDINATION

2.1

Ranking
Each of the Parties hereby agrees that the Senior Debt, whether seemed or unsecured, shall rank
senior in priority to the Subordinated Debt.

2.2

UndErtakings of the Company
T he Company must not w ithout the prior consent of the Lenders:

2.3

2.2.1

make any payment whatsoever in respect of the Subordinated Debt other than a
Permitted Subordina ted Debt Payment; or

2.2.2

secure, in any manner, all or any part of the Subordinated Debt; or

2.2.3

defease, in any manner, all or any part of the Subordinated Debt; or

2.2.4

give a ny financial support (i ncluding the taking of any participation, the giving of any
guarantee or other assurance or the making of any deposit) to any person in connection
w ith all o r any part of the Subordinated Debt; o r

2.2.5

procure any other person to do any of the acts or take any of the actions referred to
paragraphs 2.2.1 to 2.2.4 above.

UndErtakings of the Subordinated Cra::litor
2.3.1

The Subordinated Creditor will not without the prior written consent of the Lenders:
(a)

allow to exist or receive the benefit of any Security Interest, guarantee,
indemnity or otl1er assurance against loss in respect of all or any of the
Subo rdinated Debt or all or any rights which it may have against the Company
in respect of all or any part of the Subordinated Debt; or
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“Subordinated Debt” means any present or future liability (actual or contingent) payable or owing by the Company to the Subordinated Creditor under or in connection with any Subordinated Finance Document. “Subordinated Finance Document” means [

]. 1.2 Construction 1.2.1 Capitalised terms defined in the Agreement have the same meaning in this Deed, unless given a different meaning in this Deed. 1.2.2 The principles of construction set out in the Agreement will have effect as if set out in this Deed. 1.2.3 Any undertaking by the Subordinated Creditor in this Deed remains in force from the date of this Deed to the Senior Debt Discharge Date. 1.3 Third Party rights Unless otherwise indicated and save in respect of any other creditor under any of the Finance Documents, a person who is not a party to this Deed has no right under the Contracts (Rights of Third Parties) Act 1999 (or any other applicable law) to enforce any term of this Deed. 2. SUBORDINATION 2.1 Ranking Each of the Parties hereby agrees that the Senior Debt, whether secured or unsecured, shall rank senior in priority to the Subordinated Debt. 2.2 Undertakings of the Company The Company must not without the prior consent of the Lenders: 2.2.1 make any payment whatsoever in respect of the Subordinated Debt other than a Permitted Subordinated Debt Payment; or 2.2.2 secure, in any manner, all or any part of the Subordinated Debt; or 2.2.3 defease, in any manner, all or any part of the Subordinated Debt; or 2.2.4 give any financial support (including the taking of any participation, the giving of any guarantee or other assurance or the making of any deposit) to any person in connection with all or any part of the Subordinated Debt; or 2.2.5 procure any other person to do any of the acts or take any of the actions referred to paragraphs 2.2.1 to 2.2.4 above. 2.3 Undertakings of the Subordinated Creditor 2.3.1 The Subordinated Creditor will not without the prior written consent of
the Lenders: (a) allow to exist or receive the benefit of any Security Interest, guarantee, indemnity or other assurance against loss in respect of all or any of the Subordinated Debt or all or any rights which it may have against the Company in respect of all or any part of the Subordinated Debt; or 121

(b)

take or omit to take any action or step whereby the subordination of all or any
of the Subordinated Debt might be terminated, impaired or adversely affected.

2.3.2

The Subordinated Creditor will not without the prior written consent of the Lenders
receive any payment save where such payment is a Permitted Subordinated Debt
Payment.

2.3.3

The Subordinated Creditor will not without the prior written consent of the Lenders:
(a)

demand payment, declare prematurely due and payable or otherwise seek to
accelerate payment of or place on demand all or any part of the Subordinated
Debt or enforce the Subordinated Debt by execution or otherwise;

(b)

initiate or support or take any steps with a view to, or which may lead to:
reorgan isation,

administration

or

(i)

any insolvency, liquidation,
dissolution proceedings;

(ii)

any vo luntary arrangement or assignment for the benefit of creditors;
or

(iii)

any similar proceedings,

involving the Company or any of its Subsidiaries, whether by petition,
convening a meeting, voting for a resolution or otherwise;

2.4

(c)

bring or support any legal proceedings against the Company or any of its
Subsidiaries; or

(d)

otherwise exercise any remedy for the recovery of all or any part of the
Subordinated Debt (including, without limitation, the exercise of any right of
set-off, counterclaim or lien).

2.3.4

If the Subordinated Creditor receives any payment which is in breach of any Finance
Document, it shall bold such sums on trust for the Facility Agent (acting on behalf of
the Lenders) and pay tbem immediately to the Facility Agent (acting on behalf of the
Lenders) to be applied against the Senior Debt.

2.3 .5

The Subordinated Creditor and the Company hereby agree for the benefit of the. Facility
Agent and the Lenders that, notwithstanding the terms of the Subordinated Finance
Document and any agreement relating to the Subordinated Debt, the Subordinated Debt
is made available on terms such that it is not, save for a Permitted Subordinated Debt
Payment or othenvise with the consent of the Lenders, repayable unless and until the
Senior Debt Discharge Date shall have occurred.

Subordination on insolvency
If tbere occurs any payment, distribution, division or application, partial or complete, voluntary
or involuntary, by operation of law or otherwise, of all or any part of the assets of any kind or
character of the Company or the proceeds thereof, to creditors of the Company, by reason of
the liquidation, dissolution or other wi nding-up of the Company or its businesses or any
bankruptcy, reorganisation, receivership or insolvency or similar proceeding or any assignment
for the benefit of creditors or there is a marshalling of the assets and liabilities of the Company,
or the Company becomes subject to any event mentioned in clause 21.6 (Insolven::y
proceedings) of the Agreement or a voluntary arrangement, then and in any such event:
2.4. l

the Subordinated Debt shall contim1e to be subordinated to tbe Senior Debt;
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(b) take or omit to take any action or step whereby the subordination of all or any of the Subordinated Debt might be terminated, impaired or adversely affected. 2.3.2 The Subordinated Creditor will not without the prior written consent of the Lenders receive any payment save where such payment is a Permitted Subordinated Debt Payment. 2.3.3 The Subordinated Creditor will not without the prior written consent of the Lenders: (a) demand payment, declare prematurely due and payable or otherwise seek to accelerate payment of or place on demand all or any part of the Subordinated Debt or enforce the Subordinated Debt by execution or otherwise; (b) initiate or support or take any steps with a view to, or which may lead to: (i) any insolvency, liquidation, reorganisation, administration or dissolution proceedings; (ii) any voluntary arrangement or assignment for the benefit of creditors; or (iii) any similar proceedings, involving the Company or any of its Subsidiaries, whether by petition, convening a meeting, voting for a resolution or otherwise; (c) bring or support any legal proceedings against the Company or any of its Subsidiaries; or (d) otherwise exercise any remedy for the recovery of all or any part of the Subordinated Debt (including, without limitation, the exercise of any right of set-off, counterclaim or lien). 2.3.4 If the Subordinated Creditor receives any payment which is in breach of any Finance Document, it shall hold such sums on trust for the Facility Agent (acting on behalf of the Lenders) and pay them immediately to the Facility Agent (acting on behalf of the Lenders) to be applied against the Senior Debt. 2.3.5 The Subordinated Creditor and the Company hereby agree for the benefit of the Facility Agent and the Lenders that, notwithstanding the terms of the Subordinated Finance Document and any agreement relating to the Subordinated Debt, the Subordinated Debt is made available on terms such that it is not, save for a Permitted
Subordinated Debt Payment or otherwise with the consent of the Lenders, repayable unless and until the Senior Debt Discharge Date shall have occurred. 2.4 Subordination on insolvency If there occurs any payment, distribution, division or application, partial or complete, voluntary or involuntary, by operation of law or otherwise, of all or any part of the assets of any kind or character of the Company or the proceeds thereof, to creditors of the Company, by reason of the liquidation, dissolution or other winding-up of the Company or its businesses or any bankruptcy, reorganisation, receivership or insolvency or similar proceeding or any assignment for the benefit of creditors or there is a marshalling of the assets and liabilities of the Company, or the Company becomes subject to any event mentioned in clause 21.6 (Insolvency proceedings) of the Agreement or a voluntary arrangement, then and in any such event: 2.4.1 the Subordinated Debt shall continue to be subordinated to the Senior Debt; 122

2.4.2

any payment or distribution of any kind or character and all and any rights in respect
thereof, whether in cash, securities or other property which is payable or deliverable
upon or with re~'])ect to the Subordinated Debt or any part thereof by a liquidator,
administrator or receiver (or the equivalent thereof) of the Company or its estate (the
"rights") made to or paid to, or received by the Subordinated Creditor or to which the
Subordinated Creditor is entitled shall be held on trust by the Subordinated Creditor for
the Lenders and shall forthwith be paid or, as the case may be, transferred or assigned
to the Lenders to be app lied against the Senior Debt;

2.4.3

if the trust referred to in paragraph 2.4.2 above or paragraph 2.3.4 of Clause 2.3 above
fails or cannot be given effect to or if the Subordinated Creditor receives and retains
the relevant payment or distribution, the Subordinated Creditor will pay over such
rights in the form received to tbe Facility Agent (acting on behalf of the Lenders) to be
applied against the Senior Debt;

2.4.4

the Subordinated Creditor acknowledges the rights of the Faci li ty Agent (acting on
behalf of the Lenders) to demand, sue and prove for, collect and receive every payment
or distribution referred to in paragraph 2.4.2 above and give acquittance therefore and
to file claims and take such other proceedings, in the Facility Agent's own name or
otherwise, as the Facility Agent may deem necessary or advisable for the enforcement
of this Deed; and

2.4.5

the Subordinated Creditor by way of security for its obligations under this Deed
irrevocably appoints the Facility Agent to be its attorney in order to enable the Facility
Agent to enforce any and all claims upon or with respect to the Subordinated Debt or
any part thereof, and to collect and receive any and all payments or distributions
referred to in paragraph 2.4.2 above or to do anything which that Subordinated Creditor
has authorised the Facility Agent or any other Party to do under this Deed or is itself
required to do under th is Deed but has faile-d to do (and the Facility Agent may delegate
that power on such terms as it sees fit).

3.

SET-OFF

3.1

The Subordinated Credi.tor shall not set off against the Subordinated Debt any amount payable
by the Subordinated Creditor to the Company.

3.2

If any part of the Subordinated Debt is discharged in whole or in part by way of set-off, the
Subordinated Creditor will promptly pay to the Facility Agent for application in accordance
with tbe terms of paragraph 2.4.2 of Clause 2.4 (SJl:x)rc:linationoninsolverx:;y> an amount equal
to the amount of the Subordinated Debt discharged by such set-off.

4.

NEWMONEY
The Subordinated Creditor hereby agrees that the Facility Agent (acting on behalf of the
Lenders) may, at its discretion, increase the facility made available to the Company and make
further advances to the Company, and each such advance will be deemed to be made under the
terms of the Agreement.

5.

PROTECTION OF SUBORDINATION

5.1

The subordination in this Deed is a continuing subordination and benefits the ultimate balance
of the Senior Debt.

5.2

Except as provided in this Deed, the subordination is, and the Subordinated Creditor's
obligations under th is Deed will, not be affected by any act, omission or thing which, but for
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2.4.2 any payment or distribution of any kind or character and all and any rights in respect thereof, whether in cash, securities or other property which is payable or deliverable upon or with respect to the Subordinated Debt or any part thereof by a liquidator, administrator or receiver (or the equivalent thereof) of the Company or its estate (the “rights”) made to or paid to, or received by the Subordinated Creditor or to which the Subordinated Creditor is entitled shall be held on trust by the Subordinated Creditor for the Lenders and shall forthwith be paid or, as the case may be, transferred or assigned to the Lenders to be applied against the Senior Debt; 2.4.3 if the trust referred to in paragraph 2.4.2 above or paragraph 2.3.4 of Clause 2.3 above fails or cannot be given effect to or if the Subordinated Creditor receives and retains the relevant payment or distribution, the Subordinated Creditor will pay over such rights in the form received to the Facility Agent (acting on behalf of the Lenders) to be applied against the Senior Debt; 2.4.4 the Subordinated Creditor acknowledges the rights of the Facility Agent (acting on behalf of the Lenders) to demand, sue and prove for, collect and receive every payment or distribution referred to in paragraph 2.4.2 above and give acquittance therefore and to file claims and take such other proceedings, in the Facility Agent’s own name or otherwise, as the Facility Agent may deem necessary or advisable for the enforcement of this Deed; and 2.4.5 the Subordinated Creditor by way of security for its obligations under this Deed irrevocably appoints the Facility Agent to be its attorney in order to enable the Facility Agent to enforce any and all claims upon or with respect to the Subordinated Debt or any part thereof, and to collect and receive any and all payments or distributions referred to in paragraph 2.4.2 above or to do anything which that Subordinated Creditor has authorised the Facility Agent or any other Party to do under this
Deed or is itself required to do under this Deed but has failed to do (and the Facility Agent may delegate that power on such terms as it sees fit). 3. SET-OFF 3.1 The Subordinated Creditor shall not set off against the Subordinated Debt any amount payable by the Subordinated Creditor to the Company. 3.2 If any part of the Subordinated Debt is discharged in whole or in part by way of set-off, the Subordinated Creditor will promptly pay to the Facility Agent for application in accordance with the terms of paragraph 2.4.2 of Clause 2.4 (Subordination on insolvency) an amount equal to the amount of the Subordinated Debt discharged by such set-off. 4. NEW MONEY The Subordinated Creditor hereby agrees that the Facility Agent (acting on behalf of the Lenders) may, at its discretion, increase the facility made available to the Company and make further advances to the Company, and each such advance will be deemed to be made under the terms of the Agreement. 5. PROTECTION OF SUBORDINATION 5.1 The subordination in this Deed is a continuing subordination and benefits the ultimate balance of the Senior Debt. 5.2 Except as provided in this Deed, the subordination is, and the Subordinated Creditor’s obligations under this Deed will, not be affected by any act, omission or thing which, but for 123

this provision, would reduce, release or prejudice the subordination or any of the Subordinated
Creditor's obligations under this Deed.

6.

MISCELLANEOUS

6.1

This Deed overrides anything in any Subordinated Fi nance Document to the contrary.

6.2

Any communication in respect of this Deed must be in writing. Contact details for each Party
are set out opposite their name, below.

6.3

This Deed is a Finance Document.

7.

ASSIGNMENT

7.1

The Facility Agent (acting on behalf of the Lenders) shall have the full and tmfettered right to
assign or otherwise transfer the whole or any part of the benefit of this Deed to any person to
whom alI or a corresponding part of its rights, benefits and obligations under any of the Finance
Documents are assigned or transferred in accordance with their provisions.

7.2

The Subordinated Creditor shall not assign or transfer all or any of its rights, title, benefit and
in terest in or to all or any part of the Subordinated Debt unJess in full and on or prior to such
assignment or transfer the assignee or transferee accedes to this Deed as Subordinated Credi tor
pursuant to the Subordinated Creditor Accession Deed.

8.

TRUSTS

9.

8. l.l

The Facility Agent shall hold the benefit of this Deed upon trust for itself and the
Lenders.

8.1.2

The perpetuity period for each trust created by this Deed shall be 80 years.

TERMINATION
Subject to Clause 4 (:t'>ew :tvb:ooy), on the Senior Debt Discharge Date, the terms of this Deed
shall terminate.

10.

GOVERNING LAW
This Deed and any non-contractual obligations arising out of or in connection with it are
governed by English law.

I l.

JURISDICTION
The English courts have exclusive jurisdiction to settle any dispute including a dispute relating
to non-contractual obligations arising out of or in connection with this Deed and the Parties
submit to the exclusive jurisdiction of the English courts.

IN WITNESS whereof this Deed has been duly executed by the Parties on the day and year fust above
written.
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this provision, would reduce, release or prejudice the subordination or any of the Subordinated Creditor’s obligations under this Deed. 6. MISCELLANEOUS 6.1 This Deed overrides anything in any Subordinated Finance Document to the contrary. 6.2 Any communication in respect of this Deed must be in writing. Contact details for each Party are set out opposite their name, below. 6.3 This Deed is a Finance Document. 7. ASSIGNMENT 7.1 The Facility Agent (acting on behalf of the Lenders) shall have the full and unfettered right to assign or otherwise transfer the whole or any part of the benefit of this Deed to any person to whom all or a corresponding part of its rights, benefits and obligations under any of the Finance Documents are assigned or transferred in accordance with their provisions. 7.2 The Subordinated Creditor shall not assign or transfer all or any of its rights, title, benefit and interest in or to all or any part of the Subordinated Debt unless in full and on or prior to such assignment or transfer the assignee or transferee accedes to this Deed as Subordinated Creditor pursuant to the Subordinated Creditor Accession Deed. 8. TRUSTS 8.1.1 The Facility Agent shall hold the benefit of this Deed upon trust for itself and the Lenders. 8.1.2 The perpetuity period for each trust created by this Deed shall be 80 years. 9. TERMINATION Subject to Clause 4 (New Money), on the Senior Debt Discharge Date, the terms of this Deed shall terminate. 10. GOVERNING LAW This Deed and any non-contractual obligations arising out of or in connection with it are governed by English law. 11. JURISDICTION The English courts have exclusive jurisdiction to settle any dispute including a dispute relating to non-contractual obligations arising out of or in connection with this Deed and the Parties submit to the exclusive jurisdiction of the English courts. IN WITNESS whereof this Deed has been duly executed by the Parties on the day and year first above
written. 124

Form of Subordinata:l. Cra:l.itor Accession Da:rl
To:

[• ],as Facility Agent acting on behalfofthe Lenders.

To:

[the Corrµmy]

From: [Arorling &tlx>rdinat:a:l. Cra:litor]

THIS DEED is made on [date] by [Aoca:l.i.ng &tlx>rdinat:a:l. Cra:litor] (the "Aa:mi.ng Subordinata:l.
Cra:litor") in relation to the subordination deed (the "Subordination Da:rl") dated [ • ] between,
among others, [ • ) as Company, [ • ) as Facility Agent and the Subordinated Creditor (as defined in
the Subordination Deed). Terms defined in the Subordination Deed shall, un less otherwise defined in
this Deed, bear the same meanings when use.ct in this Deed.
ln consideration of the Acceding Subordinated Creditor being accepted as the Subordinated Creditor
for the purposes of the Subordination Deed, the Acceding Subordinated Creditor confirms that, as from
[date], it intends to be party to the Subordination Deed as the Subordinated Creditor and undertakes to
perform all the obligations expressed in the Subordination Deed to be assumed by the Subordinated
Creditor and agrees that it shall be bound by all the provisions of the Subordination Deed, as if it had
been an original party to the Subordination Deed as the Subordinated Creditor.
This Deed and any non-contractual obligations arising out of or in connection with it are governed by
English law.
IN WITNESS whereof this Deed has been duly executed by the Parties on the day and year first above
written.
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Form of Subordinated Creditor Accession Deed To: [

], as Facility Agent acting on behalf of the Lenders. To: [the Company] From: [Acceding Subordinated Creditor] THIS DEED is made on [date] by [Acceding Subordinated Creditor] (the “Acceding Subordinated Creditor”) in relation to the subordination deed (the “Subordination Deed”) dated [

] between, among others, [

] as Company, [

] as Facility Agent and the Subordinated Creditor (as defined in the Subordination Deed). Terms defined in the Subordination Deed shall, unless otherwise defined in this Deed, bear the same meanings when used in this Deed. In consideration of the Acceding Subordinated Creditor being accepted as the Subordinated Creditor for the purposes of the Subordination Deed, the Acceding Subordinated Creditor confirms that, as from [date], it intends to be party to the Subordination Deed as the Subordinated Creditor and undertakes to perform all the obligations expressed in the Subordination Deed to be assumed by the Subordinated Creditor and agrees that it shall be bound by all the provisions of the Subordination Deed, as if it had been an original party to the Subordination Deed as the Subordinated Creditor. This Deed and any non-contractual obligations arising out of or in connection with it are governed by English law. IN WITNESS whereof this Deed has been duly executed by the Parties on the day and year first above written. 125

SIGNATORIES

Company
EXECUTED as a DEED

[• l

)
)

acting by

)

····················.. ··············· .. ··"···············.. ·

Director

ln the presence of:
W itness's Signature:
Name:

Address:
Company contact details:
Address:
Phone number:

E-mail:
Attention:

EU-DOCS\27959506.12

SIGNATORIES Company EXECUTED as a DEED ) [

] ) acting by ) ............................................................. Director In the presence of: Witness’s Signature: .................................................................. Name: .................................................................. Address: .................................................................. Company contact details: Address: Phone number: E-mail: Attention: EU-DOCS\27959506.12

Arorling Subordinaterl CrErlitor
EXECUTED as a DEED
by [ACCEDING SUBORDINATED CREDITOR)
acting by

)

)
)

...................... ..., ... , ...............................
Director

In the presence of:
Witness's Signature:
Name:
Address:
Subordinated Creditor contact details:
Address:
Phone number:
E-mail:
Attention:

EU-DOCS\27959506.12

Acceding Subordinated Creditor EXECUTED as a DEED ) by [ACCEDING SUBORDINATED CREDITOR] ) acting by ) ............................................................. Director In the presence of: Witness’s Signature: .................................................................. Name: .................................................................. Address: .................................................................. Subordinated Creditor contact details: Address: Phone number: E-mail: Attention: EU-DOCS\27959506.12

Facility Agent
EXECUTED as a DEED

)

by [AGENT]
acting by

)
)

........................., ... , ............ , ... , ..., ..........
Director

In the presence of:

Witness' s Signature:

Name:
Address:
Facility Agent contact details:
Address:

EU-DOCS\27959506.12

Facility Agent EXECUTED as a DEED ) by [AGENT] ) acting by ) ............................................................. Director In the presence of: Witness’s Signature: .................................................................. Name: .................................................................. Address: .................................................................. Facility Agent contact details: Address: EU-DOCS\27959506.12

Annex2
Form of Cati.ficate
To:

[ • ] as Facility Agent

From: [theConpmy]
Date:

[• ]

£845,000,000 Revolving Facility AgrEffilm.t datai [ • ] 2020 (as amendErl. and restatErl. from time
to time) (the "Agreement") and Subordination Deaf datai ( • ] (as amEndErl. and restatai from
time to time) (the "Deaf")
1.

We refer to the Agreement and the Deed. Capitalised tem1s defined in the Deed have the same
meaning in this Certificate, unless given a different meaning in this Certificate.

2.

We confinn that the Company will make [insert typ:l of Jayrrenl:] of [insert arrount arrl
ct.nrerey] under [insert deocriµion of reievant &loordinat:e:l Fina:noo DocunBlt] on [insert
date of Jayrrenl:],

3.

We confirm that, taking into account such payment, the Company will be in compliance with
its obligations under Clause l 9 (Finarx:ial Covenants) of the Agre.ement on each of the next
two Measurement Dates (as such tenn is defined in the Agreement).

[ the Conµmy J

By:

Director

By:

Director
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Annex 2 Form of Certificate To: [

] as Facility Agent From: [the Company] Date: [

] £845,000,000 Revolving Facility Agreement dated [

] 2020 (as amended and restated from time to time) (the “Agreement”) and Subordination Deed dated [

] (as amended and restated from time to time) (the “Deed”) 1. We refer to the Agreement and the Deed. Capitalised terms defined in the Deed have the same meaning in this Certificate, unless given a different meaning in this Certificate. 2. We confirm that the Company will make [insert type of payment] of [insert amount and currency] under [insert description of relevant Subordinated Finance Document] on [insert date of payment], 3. We confirm that, taking into account such payment, the Company will be in compliance with its obligations under Clause 19 (Financial Covenants) of the Agreement on each of the next two Measurement Dates (as such term is defined in the Agreement). [ the Company ] By: Director By: Director 129 EU-DOCS\27959506.12

SIGNATORIES

Company
EXECUTED as a DEED

)
)

by [ • ]
acting by

)

····················.. ··············· .. ··"···············.. ·

Director

ln the presence of:

Witness's Signature:
Name:
Address:

Company contact details:
Address:
Phone number:
E-mail:
Attention:

EU-DOCS\27959506.12

SIGNATORIES Company EXECUTED as a DEED ) by [

] ) acting by ) ............................................................. Director In the presence of: Witness’s Signature: .................................................................. Name: .................................................................. Address: .................................................................. Company contact details: Address: Phone number: E-mail: Attention: EU-DOCS\27959506.12

SubordinatErl Cre:litor
EXECUTED as a DEED
by [SUBORDINATED CREDITOR)
acting by

)

)
)

...................... ..., ... , .............................. .
Director

In the presence of:
Witness's Signature:
Name:
Address:
Subordinated Creditor contact details:
Address:
Phone number:
E-mail:
Attention:

EU-DOCS\27959506.12

Subordinated Creditor EXECUTED as a DEED ) by [SUBORDINATED CREDITOR] ) acting by ) ............................................................. Director In the presence of: Witness’s Signature: .................................................................. Name: .................................................................. Address: .................................................................. Subordinated Creditor contact details: Address: Phone number: E-mail: Attention: EU-DOCS\27959506.12

Facility Agent
EXECUTED as a DEED

)

by [ • )
acting by

)
)

........................., ... , ............ , ... , ..., ..........
Director

In the presence of:

Witness's Signature:
Name:
Address:
Facility Agent contact details:
Address:

EU-DOCS\27959506. 12

Facility Agent EXECUTED as a DEED ) by [

] ) acting by ) ............................................................. Director In the presence of: Witness’s Signature: .................................................................. Name: .................................................................. Address: .................................................................. Facility Agent contact details: Address: EU-DOCS\27959506.12

SIGNATURES
THE BORROWERS
Signed by Julie Hunt (Treasurer)
for and on behalf of

WESTERN POWER
DISTRIBUTION (EAST MIDLANDS) PLC
Address:

Avonbank
Feeder Road
Bristol 8S2 OTB

[Signalllre p3.~ t.o the Facilities Agre:m31l;J

SIGNATURES THE BORROWERS Signed by Julie Hunt (Treasurer) for and on behalf of WESTERN POWER DISTRIBUTION (EAST MIDLANDS) PLC Address: Avonbank Feeder Road Bristol BS2 0TB [Signature page to the Facilities Agreement]

S i1,1ned by Julie Hunt (Treasurer)
for and on behalf of

WESTERN POWER
DISfRIBUfION (WESf MIDLANDS) PLC
Address:

Avonbank
Feeder Road
Bristol 8S2 OTB

[Signarure p3.~ t.o the Facilities Agre:m31l;J

Signed by Julie Hunt (Treasurer) for and on behalf of WESTERN POWER DISTRIBUTION (WEST MIDLANDS) PLC Address: Avonbank Feeder Road Bristol BS2 0TB [Signature page to the Facilities Agreement]

S i1,1ned by Julie Hunt (Treasurer)
for and on behalf of

WESTERN POWER
DISfRIBUfION (SOUfH WEST) PLC
Address:

Avonbank
Feeder Road
Bristol 8S2 OTB

[Signarure p3.~ t.o the Facilities Agre:m31l;J

Signed by Julie Hunt (Treasurer) for and on behalf of WESTERN POWER DISTRIBUTION (SOUTH WEST) PLC Address: Avonbank Feeder Road Bristol BS2 0TB [Signature page to the Facilities Agreement]

Si1,1ned by Julie Hunt (Treasurer)
for and on behalf of

WESTERN POWER
DISfRIBUfION(SOUfHWALES) PLC
Address:

Avonbank
Feeder Road
Bristol 8S2 OTB

[Signarure p3.~ t.o the Facilities Agre:m31l;J

Signed by Julie Hunt (Treasurer) for and on behalf of WESTERN POWER DISTRIBUTION (SOUTH WALES) PLC Address: Avonbank Feeder Road Bristol BS2 0TB [Signature page to the Facilities Agreement]

BOOKRUNNERAND MANDATED LEAD ARRANGER
Signed by Roger Crosby (Director)
for and on behalf of

BARCLAYS BANK PLC
Address:

5 The North Co lonnade
London
E1 4 48B

[Signarure p3.~ t.o the Facilities Agre:m31l;J

BOOKRUNNER AND MANDATED LEAD ARRANGER Signed by Roger Crosby (Director) for and on behalf of BARCLAYS BANK PLC Address: 5 The North Colonnade London E14 4BB [Signature page to the Facilities Agreement]

BOOKRUNNERAND MANDATED LEAD ARRANGER
Signed by Scott Syme
for and on behalf of

HSBC UK BANK PLC
Address:

I Centenary Square
Birmingham
United Kingdom
Bl IHQ

[Signarure p3.~ t.o the Facilities Agre:m31l;J

BOOKRUNNER AND MANDATED LEAD ARRANGER Signed by Scott Syme for and on behalf of HSBC UK BANK PLC Address: 1 Centenary Square Birmingham United Kingdom B1 1HQ [Signature page to the Facilities Agreement]

BOOKRUNNERAND MANDATED LEAD ARRANGER
Signed by Lee Cbester (Associate Director)
for and on behalf of

LLOYDS BANK PLC
Address:

10 Gresham Street
London
EC2V 7AE

[Signarure p3.~ t.o the Facilities Agre:m31l;J

BOOKRUNNER AND MANDATED LEAD ARRANGER Signed by Lee Chester (Associate Director) for and on behalf of LLOYDS BANK PLC Address: 10 Gresham Street London EC2V 7AE [Signature page to the Facilities Agreement]

BOOKRUNNERAND MANDATED LEAD ARRANGER
Signed by Kevin Andrews
for and on behalf of

MIZUHO BANK, LTD.
Address:

Mizuho House
30 Old Bailey
London
EC4M7AU

[Signarure p3.~ t.o the Facilities Agre:m31l;J

BOOKRUNNER AND MANDATED LEAD ARRANGER Signed by Kevin Andrews for and on behalf of MIZUHO BANK, LTD. Address: Mizuho House 30 Old Bailey London EC4M 7AU [Signature page to the Facilities Agreement]

BOOKRUNNERAND MANDATED LEAD ARRANGER
Signed by David Noden (Director)
for and on behalf of

NATIONAL WESTMINSTER BANK PLC
Address:

250 Bishopsgate
London
EC2M 4AA

[Signarure p3.~ t.o the Facilities Agre:m31l;J

BOOKRUNNER AND MANDATED LEAD ARRANGER Signed by David Noden (Director) for and on behalf of NATIONAL WESTMINSTER BANK PLC Address: 250 Bishopsgate London EC2M 4AA [Signature page to the Facilities Agreement]

BOOKRUNNERAND MANDATED LEAD ARRANGER
Signed by David Ellis (Managing Director) [Dig itall y s igned]
for and on behalf of

ROY AL BANK OF CANADA
Address:

Riverbank House
2 Swan Lane
London
EC4R 3BF

[Signarure p3.~ t.o the Facilities Agre:m31l;J

BOOKRUNNER AND MANDATED LEAD ARRANGER Signed by David Ellis (Managing Director) [Digitally signed] for and on behalf of ROYAL BANK OF CANADA Address: Riverbank House 2 Swan Lane London EC4R 3BF [Signature page to the Facilities Agreement]

BOOKRUNNERAND MANDATED LEAD ARRANGER
Signed by Alej andro Cimelos and Rebecca Cook
for and on behalf of

SAN TANDER UK PLC
Address:

2 Triton Square
Rege11t's Place
London
NWI 3AN

[Signarure p3.~ t.o the Facilities Agre:m31l;J

BOOKRUNNER AND MANDATED LEAD ARRANGER Signed by Alejandro Ciruelos and Rebecca Cook for and on behalf of SANTANDER UK PLC Address: 2 Triton Square Regent’s Place London NW1 3AN [Signature page to the Facilities Agreement]

MANDATED LEAD ARRANGER
S igned by Simon Lello (Managing Director)
for and on behalf of

MUFG BANK, LTD.
Address:

Ropemaker Place
25 Ropemaker Street
London
EC2Y9AN

[Signarure p3.~ t.o the Facilities Agre:m31l;J

MANDATED LEAD ARRANGER Signed by Simon Lello (Managing Director) for and on behalf of MUFG BANK, LTD. Address: Ropemaker Place 25 Ropemaker Street London EC2Y 9AN [Signature page to the Facilities Agreement]

THE LENDERS
Signed by Roger Crosby (Director)
for and on behalf of

BARCLAYS BANK PLC
Address:

5 The North Colonnade
London
E1 4 48B

[Signarure p3.~ t.o the Facilities Agre:m31l;J

THE LENDERS Signed by Roger Crosby (Director) for and on behalf of BARCLAYS BANK PLC Address: 5 The North Colonnade London E14 4BB [Signature page to the Facilities Agreement]

THE LENDERS
Signed by Scott Syme
for and on behalf of

HSBC UK BANK PLC
Address:

I Centenary Square
Birmingham

United Kingdom
Bl IHQ

[Signarure p3.~ t.o the Facilities Agre:m31l;J

THE LENDERS Signed by Scott Syme for and on behalf of HSBC UK BANK PLC Address: 1 Centenary Square Birmingham United Kingdom B1 1HQ [Signature page to the Facilities Agreement]

THE LENDERS
Signed by Lee Cbester
for and on behalf of

LLOYDS BANK PLC
Address:

10 Gresham Street

London
EC2V 7AE

[Signarure p3.~ t.o the Facilities Agre:m31l;J

THE LENDERS Signed by Lee Chester for and on behalf of LLOYDS BANK PLC Address: 10 Gresham Street London EC2V 7AE [Signature page to the Facilities Agreement]

THE LENDERS
Signed by Kevin Andrews
for and on behalf of

MIZUHO BANK, LTD.
Address:

Mizuho House
30 Old Bailey
London
EC4M7AU

[Signarure p3.~ t.o the Facilities Agre:m31l;J

THE LENDERS Signed by Kevin Andrews for and on behalf of MIZUHO BANK, LTD. Address: Mizuho House 30 Old Bailey London EC4M 7AU [Signature page to the Facilities Agreement]

THE LENDERS
S igned by Simon Lello (Managing Director)
for and on behalf of

MUFG BANK, LTD.
Address:

Ropemaker Place
25 Ropemaker Street
London
EC2Y9AN

[Signarure p3.~ t.o the Facilities Agre:m31l;J

THE LENDERS Signed by Simon Lello (Managing Director) for and on behalf of MUFG BANK, LTD. Address: Ropemaker Place 25 Ropemaker Street London EC2Y 9AN [Signature page to the Facilities Agreement]

THE LENDERS
Signed by David Noden (Director)
for and on behalf of

NATIONAL WESTMINSTER BANK PLC
Address:

250 Bishopsgate
London
EC2M4AA

[Signarure p3.~ t.o the Facilities Agre:m31l;J

THE LENDERS Signed by David Noden (Director) for and on behalf of NATIONAL WESTMINSTER BANK PLC Address: 250 Bishopsgate London EC2M 4AA [Signature page to the Facilities Agreement]

THE LENDERS
Signed by David Ellis (Managing Director) [Dig itall y s igned]
for and on behalf of

ROY AL BANK OF CANADA
Address:

Riverbank House
2 Swan Lane
London
EC4R 3BF

[Signarure p3.~ t.o the Facilities Agre:m31l;J

THE LENDERS Signed by David Ellis (Managing Director) [Digitally signed] for and on behalf of ROYAL BANK OF CANADA Address: Riverbank House 2 Swan Lane London EC4R 3BF [Signature page to the Facilities Agreement]

THE LENDERS
Signed by Alejandro Ciruelos and Rebecca Cook
for and on behalf of

SANTANDER UK PLC
Address:

2 Triton Square
Rege11t's Place
London
NWI 3AN

[Signarure p3.~ t.o the Facilities Agre:m31l;J

THE LENDERS Signed by Alejandro Ciruelos and Rebecca Cook for and on behalf of SANTANDER UK PLC Address: 2 Triton Square Regent’s Place London NW1 3AN [Signature page to the Facilities Agreement]

THE FACILITY AGENT
Signed by Jobn Togber (Associate Director)
for and on behalf of

LLOYDS BANK PLC

[Signarure p3.~ t.o the Facilities Agre:m31l;J

THE FACILITY AGENT Signed by John Togher (Associate Director) for and on behalf of LLOYDS BANK PLC [Signature page to the Facilities Agreement]

THE JOINf COORDINATORS
Signed by Kevin Andrews
for and on behalf of

MIZUHO BANK, LTD.
Address:

Mizuho House
30 Old Bailey
London
EC4M7AU

[Signarure p3.~ t.o the Facilities Agre:m31l;J

THE JOINT COORDINATORS Signed by Kevin Andrews for and on behalf of MIZUHO BANK, LTD. Address: Mizuho House 30 Old Bailey London EC4M 7AU [Signature page to the Facilities Agreement]

THE JOINf COORDINATORS
Signed by David Noden (Director)
for and on behalf of

NATIONAL WESTMINSTER BANK PLC
Address:

250 Bishopsgate
London
EC2M 4AA

[Signarure p3.~ t.o the Facilities Agre:m31l;J

THE JOINT COORDINATORS Signed by David Noden (Director) for and on behalf of NATIONAL WESTMINSTER BANK PLC Address: 250 Bishopsgate London EC2M 4AA [Signature page to the Facilities Agreement]

Exhibit 31(a)
CERTIFICATION
I, VINCENT SORGI, certify that:
1.

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

2.

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

3.

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

4.

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

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: August 10, 2020

/s/ Vincent Sorgi
Vincent Sorgi
President and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation

Exhibit 31(b)
CERTIFICATION
I, JOSEPH P. BERGSTEIN, JR., certify that:
1.

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

2.

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

3.

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

4.

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

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: August 10, 2020

/s/ Joseph P. Bergstein, Jr.
Joseph P. Bergstein, Jr.
Senior Vice President and Chief Financial Officer
(Principal Financial Officer)
PPL Corporation

Exhibit 31(c)
CERTIFICATION
I, GREGORY N. DUDKIN, certify that:
1.

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

2.

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

3.

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

4.

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

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: August 10, 2020

/s/ Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation

Exhibit 31(d)
CERTIFICATION
I, STEPHEN K. BREININGER, certify that:
1.

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

2.

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

3.

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

4.

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

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: August 10, 2020

/s/ Stephen K. Breininger
Stephen K. Breininger
Vice President-Finance and Regulatory Affairs and Controller
(Principal Financial Officer)
PPL Electric Utilities Corporation

Exhibit 31(e)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "registrant");

2.

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

3.

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

4.

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

5.

a.

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

b.

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

c.

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

d.

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

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

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

b.

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

Date: August 10, 2020

/s/ Paul W. Thompson
Paul W. Thompson
Chief Executive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC

Exhibit 31(f)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "registrant");

2.

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

3.

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

4.

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

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information
relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being
prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c.

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the registrant's fourth
fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors and the audit
committee of the registrant's board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the
registrant's ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial reporting.

Date: August 10, 2020

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
LG&E and KU Energy LLC

Exhibit 31(g)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "registrant");

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the
circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations
and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e))
and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information
relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being
prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c.

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the registrant's fourth
fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors and the audit
committee of the registrant's board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the
registrant's ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial reporting.

Date: August 10, 2020

/s/ Paul W. Thompson
Paul W. Thompson
Chief Executive Officer and President
(Principal Executive Officer)
Louisville Gas and Electric Company

Exhibit 31(h)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "registrant");

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the
circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations
and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e))
and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information
relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being
prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c.

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the registrant's fourth
fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors and the audit
committee of the registrant's board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the
registrant's ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial reporting.

Date: August 10, 2020

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Louisville Gas and Electric Company

Exhibit 31(i)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Kentucky Utilities Company (the "registrant");

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the
circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations
and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e))
and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information
relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being
prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c.

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the registrant's fourth
fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors and the audit
committee of the registrant's board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the
registrant's ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial reporting.

Date: August 10, 2020

/s/ Paul W. Thompson
Paul W. Thompson
Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company

Exhibit 31(j)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Kentucky Utilities Company (the "registrant");

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the
circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations
and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e))
and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information
relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being
prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c.

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the registrant's fourth
fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors and the audit
committee of the registrant's board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the
registrant's ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial reporting.

Date: August 10, 2020

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Kentucky Utilities Company

Exhibit 32(a)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL CORPORATION'S FORM 10-Q FOR THE QUARTER ENDED June 30, 2020
In connection with the quarterly report on Form 10-Q of PPL Corporation (the "Company") for the quarter ended June 30, 2020, as filed with the Securities and Exchange Commission on the
date hereof (the "Covered Report"), we, Vincent Sorgi, the Principal Executive Officer of the Company, and Joseph P. Bergstein, Jr., the Principal Financial Officer of the Company, pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: August 10, 2020

/s/ Vincent Sorgi
Vincent Sorgi
President and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation
/s/ Joseph P. Bergstein, Jr.
Joseph P. Bergstein, Jr.
Senior Vice President and Chief Financial Officer
(Principal Financial Officer)
PPL Corporation

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange
Commission or its staff upon request.

Exhibit 32(b)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL ELECTRIC UTILITIES CORPORATION'S FORM 10-Q FOR THE QUARTER ENDED June 30, 2020
In connection with the quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "Company") for the quarter ended June 30, 2020, as filed with the Securities and Exchange
Commission on the date hereof (the "Covered Report"), we, Gregory N. Dudkin, the Principal Executive Officer of the Company, and Stephen K. Breininger, the Principal Financial Officer of the
Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: August 10, 2020

/s/ Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation
/s/ Stephen K. Breininger
Stephen K. Breininger
Vice President-Finance and Regulatory Affairs and Controller
(Principal Financial Officer)
PPL Electric Utilities Corporation

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange
Commission or its staff upon request.

Exhibit 32(c)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LG&E AND KU ENERGY LLC'S FORM 10-Q FOR THE QUARTER ENDED June 30, 2020
In connection with the quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "Company") for the quarter ended June 30, 2020, as filed with the Securities and Exchange
Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive Officer of the Company, and Kent W. Blake, the Principal Financial Officer of the Company,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
Date: August 10, 2020

/s/ Paul W. Thompson
Paul W. Thompson
Chief Executive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC
/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
LG&E and KU Energy LLC

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange
Commission or its staff upon request.

Exhibit 32(d)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LOUISVILLE GAS AND ELECTRIC COMPANY'S FORM 10-Q FOR THE QUARTER ENDED June 30, 2020
In connection with the quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "Company") for the quarter ended June 30, 2020, as filed with the Securities and Exchange
Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive Officer of the Company, and Kent W. Blake, the Principal Financial Officer of the Company,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
Date: August 10, 2020

/s/ Paul W. Thompson
Paul W. Thompson
Chief Executive Officer and President
(Principal Executive Officer)
Louisville Gas and Electric Company
/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Louisville Gas and Electric Company

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange
Commission or its staff upon request.

Exhibit 32(e)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR KENTUCKY UTILITIES COMPANY'S FORM 10-Q FOR THE QUARTER ENDED June 30, 2020
In connection with the quarterly report on Form 10-Q of Kentucky Utilities Company (the "Company") for the quarter ended June 30, 2020, as filed with the Securities and Exchange
Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive Officer of the Company, and Kent W. Blake, the Principal Financial Officer of the Company,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
Date: August 10, 2020

/s/ Paul W. Thompson
Paul W. Thompson
Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company
/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Kentucky Utilities Company

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange
Commission or its staff upon request.
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Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of the latest practicable date.
PPL Corporation Common stock, $0.01 par value, 768,827,321 shares outstanding at October 31, 2020.
PPL Electric Utilities Corporation Common stock, no par value, 66,368,056 shares outstanding and all held by PPL Corporation at October 31, 2020.
LG&E and KU Energy LLC PPL Corporation directly holds all of the membership interests in LG&E and KU Energy LLC.
Louisville Gas and Electric Company Common stock, no par value, 21,294,223 shares outstanding and all held by LG&E and KU Energy LLC at
October 31, 2020.
Kentucky Utilities Company Common stock, no par value, 37,817,878 shares outstanding and all held by LG&E and KU Energy LLC at October 31,
2020.
This document is available free of charge at the Investors section of PPL Corporation's website at www.pplweb.com. However, other information
on this website does not constitute a part of this Form 10-Q.
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GLOSSARY OF TERMS AND ABBREVIATIONS
PPL Corporation and its subsidiaries
KU - Kentucky Utilities Company, a public utility subsidiary of LKE engaged in the regulated generation, transmission, distribution and sale of electricity,
primarily in Kentucky.
LG&E - Louisville Gas and Electric Company, a public utility subsidiary of LKE engaged in the regulated generation, transmission, distribution and sale of
electricity and the distribution and sale of natural gas in Kentucky.
LKE - LG&E and KU Energy LLC, a subsidiary of PPL and the parent of LG&E, KU and other subsidiaries.
LKS - LG&E and KU Services Company, a subsidiary of LKE that provides administrative, management, and support services primarily to LKE and its
subsidiaries.
PPL - PPL Corporation, the parent holding company of PPL Electric, PPL Energy Funding, PPL Capital Funding, LKE and other subsidiaries.
PPL Capital Funding - PPL Capital Funding, Inc., a financing subsidiary of PPL that provides financing for the operations of PPL and certain
subsidiaries. Debt issued by PPL Capital Funding is guaranteed as to payment by PPL.
PPL Electric - PPL Electric Utilities Corporation, a public utility subsidiary of PPL engaged in the regulated transmission and distribution of electricity in
its Pennsylvania service area and that provides electricity supply to its retail customers in this area as a PLR.
PPL Energy Funding - PPL Energy Funding Corporation, a subsidiary of PPL and the parent holding company of PPL Global and other subsidiaries.
PPL EU Services - PPL EU Services Corporation, a subsidiary of PPL that provides administrative, management and support services primarily to PPL
Electric.
PPL Global - PPL Global, LLC, a subsidiary of PPL Energy Funding that, primarily through its subsidiaries, owns and operates WPD, PPL's regulated
electricity distribution businesses in the U.K.
PPL Services - PPL Services Corporation, a subsidiary of PPL that provides administrative, management and support services to PPL and its
subsidiaries.
PPL WPD Limited - an indirect U.K. subsidiary of PPL Global. Following reorganizations in October 2015 and October 2017, PPL WPD Limited is an
indirect parent to WPD plc having previously been a sister company.
Safari Energy - Safari Energy, LLC, an indirect subsidiary of PPL, acquired in June 2018, that provides solar energy solutions for commercial customers
in the U.S.
WPD - refers to PPL WPD Limited and its subsidiaries.
WPD (East Midlands) - Western Power Distribution (East Midlands) plc, a British regional electricity distribution utility company.
WPD plc - Western Power Distribution plc, an indirect U.K. subsidiary of PPL WPD Limited. Its principal indirectly owned subsidiaries are WPD (East
Midlands), WPD (South Wales), WPD (South West) and WPD (West Midlands).
WPD (South Wales) - Western Power Distribution (South Wales) plc, a British regional electricity distribution utility company.
WPD (South West) - Western Power Distribution (South West) plc, a British regional electricity distribution utility company.
WPD (West Midlands) - Western Power Distribution (West Midlands) plc, a British regional electricity distribution utility company.

i

Table of Contents

WKE - Western Kentucky Energy Corp., a subsidiary of LKE that leased certain non-regulated utility generating plants in western Kentucky until July
2009.
Other terms and abbreviations

£ - British pound sterling.
2019 Form 10-K - Annual Report to the SEC on Form 10-K for the year ended December 31, 2019.
Act 11 - Act 11 of 2012 that became effective on April 16, 2012. The Pennsylvania legislation authorized the PUC to approve two specific ratemaking
mechanisms: the use of a fully projected future test year in base rate proceedings and, subject to certain conditions, a DSIC.
Act 129 - Act 129 of 2008 that became effective in October 2008. The law amended the Pennsylvania Public Utility Code and created an energy efficiency
and conservation program and smart metering technology requirements, adopted new PLR electricity supply procurement rules, provided remedies for
market misconduct and changed the Alternative Energy Portfolio Standard (AEPS).
Act 129 Smart Meter program - PPL Electric's system wide meter replacement program that installs wireless digital meters that provide secure
communication between PPL Electric and the meter as well as all related infrastructure.
Adjusted Gross Margins - a non-GAAP financial measure of performance used in "Item 2. Combined Management's Discussion and Analysis of
Financial Condition and Results of Operations" (MD&A).
Advanced Metering Infrastructure - meters and meter reading infrastructure that provide two-way communication capabilities, which communicate
usage and other relevant data to LG&E and KU at regular intervals, and are also able to receive information from LG&E and KU, such as software
upgrades and requests to provide meter readings in real time.
AFUDC - allowance for funds used during construction. The cost of equity and debt funds used to finance construction projects of regulated businesses,
which is capitalized as part of construction costs.
AOCI - accumulated other comprehensive income or loss.
ARO - asset retirement obligation.
ATM Program - at-the-market stock offering program.
CCR(s) - coal combustion residual(s). CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes.
Clean Air Act - federal legislation enacted to address certain environmental issues related to air emissions, including acid rain, ozone and toxic air
emissions.
Clean Water Act - federal legislation enacted to address certain environmental issues relating to water quality including effluent discharges, cooling
water intake, and dredge and fill activities.
COVID-19 - the disease caused by the novel coronavirus identified in 2019 that has caused a global pandemic in 2020.
CPCN - Certificate of Public Convenience and Necessity. Authority granted by the KPSC pursuant to Kentucky Revised Statute 278.020 to provide utility
service to or for the public or the construction of certain plant, equipment, property or facility for furnishing of utility service to the public. A CPCN is
required for any capital addition in excess of $100 million.
CPI - consumer price index, a measure of inflation in the U.K. published monthly by the Office for National Statistics.
CPIH - consumer price index including owner-occupiers' housing costs. An aggregate measure of changes in the cost of living in the U.K., including a
measure of owner-occupiers' housing costs.
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Customer Choice Act - the Pennsylvania Electricity Generation Customer Choice and Competition Act, legislation enacted to restructure the state's
electric utility industry to create retail access to a competitive market for generation of electricity.
DNO - Distribution Network Operator in the U.K.
DRIP - PPL Amended and Restated Dividend Reinvestment and Direct Stock Purchase Plan.
DSIC - Distribution System Improvement Charge. Authorized under Act 11, which is an alternative ratemaking mechanism providing more-timely cost
recovery of qualifying distribution system capital expenditures.
DSM - Demand Side Management. Pursuant to Kentucky Revised Statute 278.285, the KPSC may determine the reasonableness of DSM programs
proposed by any utility under its jurisdiction. DSM programs consist of energy efficiency programs intended to reduce peak demand and delay the
investment in additional power plant construction, provide customers with tools and information regarding their energy usage and support energy
efficiency.
DSO - Distribution System Operation in the U.K. is the effective delivery of a range of functions and services that need to happen to run an advanced
electricity distribution network. These functions cover long-term network planning; operations, real-time processes and planning, and markets and
settlement. This does not focus on a single party as an operator; but recognizes roles for a range of parties to deliver DSO.
DSP - Default Service Provider.
Earnings from Ongoing Operations - a non-GAAP financial measure of earnings adjusted for the impact of special items and used in "Item 2.
Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" (MD&A).
ECR - Environmental Cost Recovery. Pursuant to Kentucky Revised Statute 278.183, Kentucky electric utilities are entitled to the current recovery of costs
of complying with the Clean Air Act, as amended, and those federal, state or local environmental requirements that apply to coal combustion wastes and
byproducts from the production of energy from coal.
ELG(s) - Effluent Limitation Guidelines, regulations promulgated by the EPA.
EPA - Environmental Protection Agency, a U.S. government agency.
EPS - earnings per share.
FERC - Federal Energy Regulatory Commission, the U.S. federal agency that regulates, among other things, interstate transmission and wholesale sales of
electricity, hydroelectric power projects and related matters.
GAAP - Generally Accepted Accounting Principles in the U.S.
GBP - British pound sterling.
GHG(s) - greenhouse gas(es).
GLT - gas line tracker. The KPSC approved mechanism for LG&E's recovery of costs associated with gas transmission lines, gas service lines, gas risers,
leak mitigation, and gas main replacements.
IBEW - International Brotherhood of Electrical Workers
IRS - Internal Revenue Service, a U.S. government agency.
KPSC - Kentucky Public Service Commission, the state agency that has jurisdiction over the regulation of rates and service of utilities in Kentucky.
LIBOR - London Interbank Offered Rate.
Moody's - Moody's Investors Service, Inc., a credit rating agency.
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MW - megawatt, one thousand kilowatts.
NAAQS - National Ambient Air Quality Standards periodically adopted pursuant to the Clean Air Act.
NERC - North American Electric Reliability Corporation.
NPNS - the normal purchases and normal sales exception as permitted by derivative accounting rules. Derivatives that qualify for this exception may
receive accrual accounting treatment.
OCI - other comprehensive income or loss.
Ofgem - Office of Gas and Electricity Markets, the British agency that regulates transmission, distribution and wholesale sales of electricity and gas and
related matters.
OVEC - Ohio Valley Electric Corporation, located in Piketon, Ohio, an entity in which LKE indirectly owns an 8.13% interest (consists of LG&E's 5.63%
and KU's 2.50% interests), which is recorded at cost. OVEC owns and operates two coal-fired power plants, the Kyger Creek plant in Ohio and the Clifty
Creek plant in Indiana, with combined capacities of 2,120 MW.
PLR - Provider of Last Resort, the role of PPL Electric in providing default electricity supply within its delivery area to retail customers who have not
chosen to select an alternative electricity supplier under the Customer Choice Act.
PP&E - property, plant and equipment.
PPL EnergyPlus - prior to the June 1, 2015 spinoff, PPL Energy Supply, LLC, PPL EnergyPlus, LLC, a subsidiary of PPL Energy Supply that marketed
and traded wholesale and retail electricity and gas and supplied energy and energy services in competitive markets.
PPL Energy Supply - prior to the June 1, 2015 spinoff, PPL Energy Supply, LLC, a subsidiary of PPL Energy Funding and the indirect parent company
of PPL Montana, LLC.
PPL Montana - prior to the June 1, 2015 spinoff of PPL Energy Supply, PPL Montana, LLC, an indirect subsidiary of PPL Energy Supply that generated
electricity for wholesale sales in Montana and the Pacific Northwest.
PUC - Pennsylvania Public Utility Commission, the state agency that regulates certain ratemaking, services, accounting and operations of Pennsylvania
utilities.
RAV - regulatory asset value. This term, used within the U.K. regulatory environment, is also commonly known as RAB or regulatory asset base. RAV is
based on historical investment costs at time of privatization, plus subsequent allowed additions less annual regulatory depreciation, and represents the value
on which DNOs earn a return in accordance with the regulatory cost of capital. RAV is indexed to Retail Price Index (RPI) in order to allow for the effects
of inflation. RAV additions have been and continue to be based on a percentage of annual total expenditures that have a long-term benefit to WPD (similar
to capital projects for the U.S. regulated businesses that are generally included in rate base).
RCRA - Resource Conservation and Recovery Act of 1976.
Registrant(s) - refers to the Registrants named on the cover of this Report (each a "Registrant" and collectively, the "Registrants").
Regulation S-X - SEC regulation governing the form and content of and requirements for financial statements required to be filed pursuant to the federal
securities laws.
RIIO - Ofgem's framework for setting U.K. regulated gas and electric utility price controls which stands for "Revenues = Incentive + Innovation +
Outputs." RIIO-1 refers to the first generation of price controls under the RIIO framework. RIIO-ED1 refers to the RIIO regulatory price control applicable
to the operators of U.K. electricity distribution networks, the duration of which is April 2015 through March 2023. RIIO-2 refers to the second generation
of price controls under the RIIO framework. RIIO-ED2 refers to the second generation of the RIIO regulatory price control applicable to the operators of
U.K. electricity distribution networks, which will begin in April 2023.
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Riverstone - Riverstone Holdings LLC, a Delaware limited liability company and, as of December 6, 2016, ultimate parent company of the entities that
own the competitive power generation business contributed to Talen Energy.
RPI - retail price index, is a measure of inflation in the United Kingdom published monthly by the Office for National Statistics.
Sarbanes-Oxley - Sarbanes-Oxley Act of 2002, which sets requirements for management's assessment of internal controls for financial reporting. It also
requires an independent auditor to make its own assessment.
Scrubber - an air pollution control device that can remove particulates and/or gases (primarily sulfur dioxide) from exhaust gases.
SEC - the U.S. Securities and Exchange Commission, a U.S. government agency primarily responsible to protect investors and maintain the integrity of the
securities markets.
Smart metering technology - technology that can measure, among other things, time of electricity consumption to permit offering rate incentives for
usage during lower cost or demand intervals. The use of this technology also has the potential to strengthen network reliability.
S&P - S&P Global Ratings, a credit rating agency.
Superfund - federal environmental statute that addresses remediation of contaminated sites; states also have similar statutes.
Talen Energy - Talen Energy Corporation, the Delaware corporation formed to be the publicly traded company and owner of the competitive generation
assets of PPL Energy Supply and certain affiliates of Riverstone, which as of December 6, 2016, became wholly owned by Riverstone.
Talen Energy Marketing - Talen Energy Marketing, LLC, the new name of PPL EnergyPlus after the spinoff of PPL Energy Supply.
TCJA - Tax Cuts and Jobs Act. Comprehensive U.S. federal tax legislation enacted on December 22, 2017.
Treasury Stock Method - a method applied to calculate diluted EPS that assumes any proceeds that could be obtained upon exercise of options and
warrants (and their equivalents) would be used to purchase common stock at the average market price during the relevant period.
VEBA - Voluntary Employee Beneficiary Association. A tax-exempt trust under the Internal Revenue Code Section 501(c)(9) used by employers to fund
and pay eligible medical, life and similar benefits.
VSCC - Virginia State Corporation Commission, the state agency that has jurisdiction over the regulation of Virginia corporations, including utilities.
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Forward-looking Information
Statements contained in this Form 10-Q concerning expectations, beliefs, plans, objectives, goals, strategies, future events or performance and underlying
assumptions and other statements that are other than statements of historical fact are "forward-looking statements" within the meaning of the federal
securities laws. Although the Registrants believe that the expectations and assumptions reflected in these statements are reasonable, there can be no
assurance that these expectations will prove to be correct. Forward-looking statements are subject to many risks and uncertainties, and actual results may
differ materially from the results discussed in forward-looking statements. In addition to the specific factors discussed in each Registrant's 2019 Form 10-K
and in "Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" in this Form 10-Q, the following are
among the important factors that could cause actual results to differ materially and adversely from the forward-looking statements:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

the COVID-19 pandemic and its impact on economic conditions and financial markets;
other pandemic health events or other catastrophic events such as fires, earthquakes, explosions, floods, droughts, tornadoes, hurricanes and other
storms;
strategic acquisitions, dispositions, or similar transactions, including the potential sale of our U.K. utility business, and our ability to consummate these
business transactions or realize expected benefits from them;
the outcome of rate cases or other cost recovery or revenue proceedings;
changes in U.S. state or federal or U.K. tax laws or regulations;
the direct or indirect effects on PPL or its subsidiaries or business systems of cyber-based intrusion or the threat of cyberattacks;
significant decreases in demand for electricity in the U.S.;
expansion of alternative and distributed sources of electricity generation and storage;
changes in foreign currency exchange rates for British pound sterling and the related impact on unrealized gains and losses on PPL's foreign currency
economic hedges;
the effectiveness of our risk management programs, including foreign currency and interest rate hedging;
non-achievement by WPD of performance targets set by Ofgem;
the effect of changes in RPI on WPD's revenues and index linked debt;
developments related to the U.K.'s withdrawal from the European Union and any responses thereto;
the amount of WPD's pension deficit funding recovered in revenues after March 31, 2021, following the triennial pension review which began in
March 2019 and is due to conclude at the end of 2020;
defaults by counterparties or suppliers for energy, capacity, coal, natural gas or key commodities, goods or services;
capital market conditions, including the availability of capital or credit, changes in interest rates and certain economic indices, and decisions regarding
capital structure;
a material decline in the market value of PPL's equity;
significant decreases in the fair value of debt and equity securities and their impact on the value of assets in defined benefit plans, and the potential
cash funding requirements if fair value declines;
interest rates and their effect on pension and retiree medical liabilities, ARO liabilities and interest payable on certain debt securities;
volatility in or the impact of other changes in financial markets and economic conditions;
the potential impact of any unrecorded commitments and liabilities of the Registrants and their subsidiaries;
new accounting requirements or new interpretations or applications of existing requirements;
changes in the corporate credit ratings or securities analyst rankings of the Registrants and their securities;
any requirement to record impairment charges pursuant to GAAP with respect to any of our significant investments;
laws or regulations to reduce emissions of GHGs or the physical effects of climate change;
continuing ability to access fuel supply for LG&E and KU, as well as the ability to recover fuel costs and environmental expenditures in a timely
manner at LG&E and KU and natural gas supply costs at LG&E;
weather and other conditions affecting generation, transmission and distribution operations, operating costs and customer energy use;
war, armed conflicts, terrorist attacks, or similar disruptive events;
changes in political, regulatory or economic conditions in states, regions or countries where the Registrants or their subsidiaries conduct business;
receipt of necessary governmental permits and approvals;
new state, federal or foreign legislation or regulatory developments;
the impact of any state, federal or foreign investigations applicable to the Registrants and their subsidiaries and the energy industry;
our ability to attract and retain qualified employees;
the effect of any business or industry restructuring;
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•
•
•
•

development of new projects, markets and technologies;
performance of new ventures;
collective labor bargaining negotiations; and
the outcome of litigation involving the Registrants and their subsidiaries.

Any forward-looking statements should be considered in light of these important factors and in conjunction with other documents of the Registrants on file
with the SEC.
New factors that could cause actual results to differ materially from those described in forward-looking statements emerge from time to time, and it is not
possible for the Registrants to predict all such factors, or the extent to which any such factor or combination of factors may cause actual results to differ
from those contained in any forward-looking statement. Any forward-looking statement speaks only as of the date on which such statement is made, and
the Registrants undertake no obligation to update the information contained in the statement to reflect subsequent developments or information.
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PART I. FINANCIAL INFORMATION
ITEM 1. Financial Statements
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, except share data)

Operating Revenues

$

Operating Expenses
Operation
Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses

Three Months Ended
September 30,
2020
2019
1,885 $
1,933

$

Nine Months Ended
September 30,
2020
2019
5,678 $
5,815

177
136
483
323
79
1,198

194
150
480
306
77
1,207

478
470
1,446
959
226
3,579

556
538
1,452
890
232
3,668

687

726

2,099

2,147

52

126

253

309

Interest Expense

249

259

750

746

Income Before Income Taxes

490

593

1,602

1,710

Income Taxes

209

118

423

328

Operating Income
Other Income (Expense) - net

Net Income

$

281

$

475

$

1,179

$

1,382

Earnings Per Share of Common Stock:
Net Income Available to PPL Common Shareowners:
Basic
Diluted

$
$

0.37
0.37

$
$

0.66
0.65

$
$

1.53
1.53

$
$

1.91
1.89

Weighted-Average Shares of Common Stock Outstanding
(in thousands)
Basic
Diluted

768,786
769,660

722,259
731,151

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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768,502
769,270

721,693
730,677
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Net income

$

Other comprehensive income (loss):
Amounts arising during the period - gains (losses), net of tax (expense) benefit:
Foreign currency translation adjustments, net of tax of $0, $0, $1, $0
Qualifying derivatives, net of tax of $12, ($3), $4, ($7)
Defined benefit plans:
Net actuarial gain (loss), net of tax of $5, $2, $6, $4
Reclassifications from AOCI - (gains) losses, net of tax expense (benefit):
Qualifying derivatives, net of tax of ($12), $3, ($8), $3
Defined benefit plans:
Prior service costs, net of tax of ($1), ($1), ($1), ($1)
Net actuarial (gain) loss, net of tax of ($12), ($5), ($35), ($16)
Total other comprehensive income (loss)
$

Comprehensive income

Three Months Ended
September 30,
2020
2019
281 $
475

643
(52)

(285)
16

291
(16)

(368)
32

(16)

(5)

(17)

(10)

48

(22)

25

(25)

—
52
675

—
20
(276)

2
146
431

1
62
(308)

956

$

199

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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$

Nine Months Ended
September 30,
2020
2019
1,179 $
1,382

$

1,610

$

1,074
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)
Nine Months Ended September 30,
2020
2019
Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation
Amortization
Defined benefit plans - (income) expense
Deferred income taxes and investment tax credits
Unrealized (gains) losses on derivatives, and other hedging activities
Stock-based compensation expense
Other
Change in current assets and current liabilities
Accounts receivable
Accounts payable
Unbilled revenues
Fuel, materials and supplies
Prepayments
Regulatory assets and liabilities, net
Accrued interest
Other current liabilities
Other
Other operating activities
Defined benefit plans - funding
Other assets
Other liabilities
Net cash provided by operating activities
Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Purchase of investments
Proceeds from the sale of investments
Other investing activities
Net cash used in investing activities
Cash Flows from Financing Activities
Issuance of long-term debt
Retirement of long-term debt
Proceeds from project financing
Issuance of common stock
Payment of common stock dividends
Issuance of term loan
Net increase (decrease) in short-term debt
Other financing activities
Net cash provided by financing activities
Effect of Exchange Rates on Cash, Cash Equivalents and Restricted Cash
Net Increase (Decrease) in Cash, Cash Equivalents and Restricted Cash
Cash, Cash Equivalents and Restricted Cash at Beginning of Period

$

1,179

890
60
(198)
257
(18)
24
(15)

(40)
(35)
126
(8)
(53)
(44)
86
(29)
20

57
(116)
58
9
(53)
(62)
74
(94)
(6)

(264)
(7)
1
2,247

(281)
(24)
(56)
1,888

(2,348)
—
2
(12)
(2,358)

(2,197)
(55)
63
(5)
(2,194)

$

1,465
(200)
—
49
(893)
—
(34)
(24)
363
(10)
47
643
690

$
$

363
67

Cash, Cash Equivalents and Restricted Cash at End of Period

$

Supplemental Disclosures of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at September 30,
Accrued expenditures for intangible assets at September 30,

$
$

279
86

5

1,382

959
47
(155)
355
98
17
(6)

1,598
(975)
152
32
(956)
300
(94)
(24)
33
11
(67)
836
769

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

September 30,
2020

December 31,
2019

Assets
Current Assets
Cash and cash equivalents
Accounts receivable (less reserve: 2020, $73; 2019, $58)
Customer
Other
Unbilled revenues (less reserve: 2020, $3; 2019, $0)
Fuel, materials and supplies
Prepayments
Price risk management assets
Other current assets
Total Current Assets

$

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant
Regulated utility plant, net
Non-regulated property, plant and equipment
Less: accumulated depreciation - non-regulated property, plant and equipment
Non-regulated property, plant and equipment, net
Construction work in progress
Property, Plant and Equipment, net
Other Noncurrent Assets
Regulatory assets
Goodwill
Other intangibles
Pension benefit asset
Price risk management assets
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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746

$

815

742
88
382
351
134
136
116
2,695

687
105
504
332
79
147
98
2,767

45,058
8,726
36,332
490
98
392
1,596
38,320

42,709
8,055
34,654
357
109
248
1,580
36,482

1,450
3,283
763
972
53
388
6,909

1,492
3,198
742
464
149
386
6,431

47,924

$

45,680
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

September 30,
2020

December 31,
2019

Liabilities and Equity
Current Liabilities
Short-term debt
Long-term debt due within one year
Accounts payable
Taxes
Interest
Dividends
Customer deposits
Regulatory liabilities
Other current liabilities
Total Current Liabilities

$

Long-term Debt
Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment tax credits
Accrued pension obligations
Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

1,368
1,525
864
93
385
319
298
90
500
5,442

$

1,151
1,172
956
99
294
317
261
115
535
4,900

21,243

20,721

3,569
122
485
223
2,543
611
7,553

3,088
124
587
212
2,572
485
7,068

8
12,260
5,345
(3,927)
13,686

8
12,214
5,127
(4,358)
12,991

Commitments and Contingent Liabilities (Notes 7 and 11)
Equity
Common stock - $0.01 par value (a)
Additional paid-in capital
Earnings reinvested
Accumulated other comprehensive loss
Total Equity
$

Total Liabilities and Equity
(a)

1,560,000 shares authorized; 768,797 and 767,233 shares issued and outstanding at September 30, 2020 and December 31, 2019.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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$
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding (a)

Additional
paid-in
capital

Common
stock

8

$

12,255
1
4

Earnings
reinvested

June 30, 2020
Common stock issued
Stock-based compensation
Net income
Dividends and dividend equivalents (b)
Other comprehensive income (loss)

768,783
14

September 30, 2020

768,797

$

8

$

12,260

$

December 31, 2019
Common stock issued
Stock-based compensation
Net income
Dividends and dividend equivalents (b)
Other comprehensive income (loss)
Adoption of financial instrument credit losses
guidance cumulative effect adjustment (Note 2),
net of tax of $0

767,233
1,564

$

8

$

12,214 $
48
(2)

September 30, 2020

768,797

$

8

$

12,260

$

June 30, 2019
Common stock issued
Stock-based compensation
Net income
Dividends and dividend equivalents (b)
Other comprehensive income (loss)

721,840
467

$

7

$

11,069
14
4

$

September 30, 2019

722,307

$

7

$

11,087

$

December 31, 2018
Common stock issued
Stock-based compensation
Net income
Dividends and dividend equivalents (b)
Other comprehensive income (loss)

720,323
1,984

$

7

$

11,021
61
5

$

September 30, 2019

722,307

(a)
(b)

$

Accumulated
other
comprehensive
loss

$

5,383

$

(4,602) $

5,345

$

675
(3,927) $

5,127

$

(4,358) $

281
(319)

431
(2)
5,345 $

(3,927) $

(2)
13,686

4,903

$

(3,996) $

5,080

$

(276)
(4,272) $

4,593

$

(3,964) $

$

(308)
(4,272) $

475
(298)

1,382
(895)
7

$

11,087

$

13,044
1
4
281
(319)
675
13,686
12,991
48
(2)
1,179
(959)
431

1,179
(959)

$

Total

5,080

11,983
14
4
475
(298)
(276)
11,902
11,657
61
5
1,382
(895)
(308)
11,902

Shares in thousands. Each share entitles the holder to one vote on any question presented at any shareowners' meeting.
Dividends declared per share of common stock were $0.4150 and $1.2450 for the three and nine months ended September 30, 2020 and $0.4125 and $1.2375 for the three and nine months
ended September 30, 2019.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Operating Revenues

$

Three Months Ended
September 30,
2020
2019
586 $
590

$

Nine Months Ended
September 30,
2020
2019
1,748 $
1,756

Operating Expenses
Operation
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses

118
122
102
30
372

132
137
99
29
397

373
388
301
78
1,140

413
417
290
84
1,204

Operating Income

214

193

608

552

Other Income (Expense) - net

7

7

15

18

Interest Income from Affiliate

1

1

2

3

44

43

130

126

178

158

495

447

44

40

125

114

Interest Expense
Income Before Income Taxes
Income Taxes
$

Net Income (a)
(a)

134

$

118

Net income equals comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Nine Months Ended
September 30,
2020
2019
Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation
Amortization
Defined benefit plans - expense (income)
Deferred income taxes and investment tax credits
Other
Change in current assets and current liabilities
Accounts receivable
Accounts payable
Unbilled revenues
Materials and supplies
Prepayments
Regulatory assets and liabilities, net
Taxes payable
Other
Other operating activities
Defined benefit plans - funding
Other assets
Other liabilities
Net cash provided by operating activities

$

370

$

333

301
21
(1)
68
—

290
18
—
70
(14)

(35)
(7)
54
(23)
(30)
(31)
4
(3)

34
(46)
28
(7)
(36)
(42)
(4)
(13)

(21)
(20)
9
656

(21)
11
8
609

Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Expenditures for intangible assets
Increase in notes receivable from affiliate
Other investing activities
Net cash used in investing activities

(840)
(5)
—
1
(844)

(815)
(4)
(546)
4
(1,361)

Cash Flows from Financing Activities
Issuance of long-term debt
Contributions from parent
Return of capital to parent
Payment of common stock dividends to parent
Net increase in short-term debt
Other financing activities
Net cash used in financing activities

—
740
(745)
(323)
280
—
(48)

393
400
—
(276)
—
(5)
512

(236)
264
28 $

(240)
269
29

Net Increase (Decrease) in Cash, Cash Equivalents and Restricted Cash
Cash, Cash Equivalents and Restricted Cash at Beginning of Period
Cash, Cash Equivalents and Restricted Cash at End of Period

$

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at September 30,

$

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

September 30,
2020

December 31,
2019

Assets
Current Assets
Cash and cash equivalents
Accounts receivable (less reserve: 2020, $38; 2019, $28)
Customer
Other
Accounts receivable from affiliates
Unbilled revenues (less reserve: 2020, $1; 2019, $0)
Materials and supplies
Prepayments
Regulatory assets
Other current assets
Total Current Assets

$

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant
Regulated utility plant, net
Construction work in progress
Property, Plant and Equipment, net
Other Noncurrent Assets
Regulatory assets
Intangibles
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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26

$

262

298
18
10
80
64
36
28
15
575

258
22
11
134
33
6
26
9
761

13,240
3,276
9,964
635
10,599

12,589
3,078
9,511
597
10,108

708
265
66
1,039

726
263
43
1,032

12,213

$

11,901
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

September 30,
2020

December 31,
2019

Liabilities and Equity
Current Liabilities
Short-term debt
Long-term debt due within one year
Accounts payable
Accounts payable to affiliates
Taxes
Interest
Regulatory liabilities
Other current liabilities
Total Current Liabilities

$

280
400
394
39
17
47
73
88
1,338

$

—
—
438
32
13
41
96
93
713

Long-term Debt

3,587

3,985

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Accrued pension obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

1,539
151
582
142
2,414

1,447
179
599
146
2,371

364
3,553
957
4,874

364
3,558
910
4,832

Commitments and Contingent Liabilities (Notes 7 and 11)
Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
$

Total Liabilities and Equity
(a)

170,000 shares authorized; 66,368 shares issued and outstanding at September 30, 2020 and December 31, 2019.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

June 30, 2020
Net income
Capital contributions from parent
Return of capital to parent
Dividends declared on common stock

Common
stock
shares
outstanding
(a)
66,368

Common
stock
$
364

Additional
paid-in
capital
$
3,553

Earnings
reinvested
$
900
134

485
(485)

September 30, 2020

66,368

$

364

$

3,553

$

December 31, 2019
Net income
Capital contributions from parent
Return of capital to parent
Dividends declared on common stock

66,368

$

364

$

3,558

$

September 30, 2020

66,368

$

364

$

3,553

$

June 30, 2019
Net income
Capital contributions from parent
Dividends declared on common stock

66,368

$

364

$

3,158

$

September 30, 2019

66,368

$

364

$

3,558

$

December 31, 2018
Net income
Capital contributions from parent
Dividends declared on common stock

66,368

$

364

$

3,158

$

September 30, 2019

66,368

(a)

$

(77)
957 $
910
370

$

740
(745)
(323)
957 $
939
118

$

400
(61)
996 $
939
333

$

400
$

364

$

3,558

$

Shares in thousands. All common shares of PPL Electric stock are owned by PPL.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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(276)
996 $

Total
4,817
134
485
(485)
(77)
4,874
4,832
370
740
(745)
(323)
4,874
4,461
118
400
(61)
4,918
4,461
333
400
(276)
4,918
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Operating Revenues

$

Three Months Ended
September 30,
2020
2019
806 $
844

$

Nine Months Ended
September 30,
2020
2019
2,331 $
2,421

Operating Expenses
Operation
Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses

177
18
205
152
21
573

194
19
205
144
19
581

478
97
616
452
57
1,700

556
125
627
402
55
1,765

Operating Income

233

263

631

656

1

2

3

2

Interest Expense

56

57

172

169

Interest Expense with Affiliate

10

7

25

23

Income Before Income Taxes

168

201

437

466

31

43

82

78

Other Income (Expense) - net

Income Taxes
$

Net Income (a)
(a)

137

$

158

Net income approximates comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Net income

$

Other comprehensive income (loss):
Amounts arising during the period - gains (losses), net of tax (expense) benefit:
Defined benefit plans:
Net actuarial gain (loss), net of tax of $3, $0, $3, $0
Reclassifications from AOCI - (gains) losses, net of tax expense (benefit):
Defined benefit plans:
Prior service costs, net of tax of $0, $0, $0, $0
Net actuarial (gain) loss, net of tax of $2, $0, $3, $0
Total other comprehensive income (loss)
$

Comprehensive income

Three Months Ended
September 30,
2020
2019
137 $
158

(8)

—

(9)

(2)

—
5
(3)

—
—
—

1
7
(1)

1
(1)
(2)

134

$

158

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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$

Nine Months Ended
September 30,
2020
2019
355 $
388

$

354

$

386
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Nine Months Ended
September 30,
2020
2019
Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation
Amortization
Defined benefit plans - expense
Deferred income taxes and investment tax credits
Other
Change in current assets and current liabilities
Accounts receivable
Accounts payable
Accounts payable to affiliates
Unbilled revenues
Fuel, materials and supplies
Regulatory assets and liabilities, net
Taxes payable
Accrued interest
Other
Other operating activities
Defined benefit plans - funding
Expenditures for asset retirement obligations
Other assets
Other liabilities
Net cash provided by operating activities
Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Other investing activities
Net cash used in investing activities
Cash Flows from Financing Activities
Net increase in notes payable with affiliate
Issuance of long-term debt with affiliate
Issuance of long-term debt
Retirement of long-term debt
Acquisition of outstanding bonds
Remarketing of reacquired bonds
Net decrease in short-term debt
Distributions to member
Contributions from member
Other financing activities
Net cash used in financing activities
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period

$

Cash and Cash Equivalents at End of Period

$

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at September 30,

$

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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355

$

388

452
14
11
58
(1)

402
20
9
78
(2)

(8)
(20)
7
37
21
(15)
—
42
(32)

13
(34)
6
5
16
(19)
(7)
57
(31)

(28)
(59)
(2)
40
872

(34)
(67)
(4)
17
813

(710)
3
(707)

(761)
—
(761)

3
550
498
(975)
—
—
(43)
(194)
—
(6)
(167)
(2)
27
25 $

16
—
705
(200)
(40)
40
(413)
(206)
63
(11)
(46)
6
24
30

78

$

107
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CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

September 30,
2020

December 31,
2019

Assets
Current Assets
Cash and cash equivalents
Accounts receivable (less reserve: 2020, $30; 2019, $28)
Customer
Other
Unbilled revenues (less reserve: 2020, $1; 2019, $0)
Fuel, materials and supplies
Prepayments
Regulatory assets
Other current assets
Total Current Assets

$

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant
Regulated utility plant, net
Construction work in progress
Property, Plant and Equipment, net
Other Noncurrent Assets
Regulatory assets
Goodwill
Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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25

$

27

269
63
127
230
34
54
1
803

260
71
164
250
30
41
2
845

15,259
2,627
12,632
735
13,367

14,646
2,356
12,290
794
13,084

742
996
63
117
1,918

766
996
69
171
2,002

16,088

$

15,931
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CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

September 30,
2020

December 31,
2019

Liabilities and Equity
Current Liabilities
Short-term debt
Long-term debt due within one year
Notes payable with affiliates
Accounts payable
Accounts payable to affiliates
Customer deposits
Taxes
Price risk management liabilities
Regulatory liabilities
Interest
Asset retirement obligations
Other current liabilities
Total Current Liabilities

$

345
424
153
253
18
64
58
2
17
82
44
134
1,594

$

388
975
150
316
11
62
58
4
19
40
70
153
2,246

Long-term Debt
Long-term debt
Long-term debt to affiliate
Total Long-term Debt

4,449
1,200
5,649

4,377
650
5,027

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment tax credits
Price risk management liabilities
Accrued pension obligations
Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

1,156
122
24
163
163
1,961
154
3,743

1,069
124
17
233
145
1,973
155
3,716

5,102

4,942

Commitments and Contingent Liabilities (Notes 7 and 11)
Member's Equity
Total Liabilities and Equity

$
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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16,088

$

15,931
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Member's
Equity
$
5,022
137
(54)
(3)
$
5,102

June 30, 2020
Net income
Distributions to member
Other comprehensive income (loss)
September 30, 2020
December 31, 2019
Net income
Distributions to member
Other comprehensive income (loss)

$

September 30, 2020

$

June 30, 2019
Net income
Distributions to member

$

September 30, 2019

$

December 31, 2018
Net income
Contributions from member
Distributions to member
Other comprehensive income

$

September 30, 2019

$
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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4,942
355
(194)
(1)
5,102
4,877
158
(69)
4,966
4,723
388
63
(206)
(2)
4,966
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CONDENSED STATEMENTS OF INCOME
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars)

Three Months Ended
September 30,
2020
2019
Operating Revenues
Retail and wholesale
Electric revenue from affiliate
Total Operating Revenues

$

362
1
363

$

Nine Months Ended
September 30,
2020
2019
380
2
382

$

1,075
17
1,092

$

1,105
21
1,126

Operating Expenses
Operation
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses

64
13
8
93
64
11
253

79
14
2
92
61
10
258

188
83
16
277
193
30
787

226
110
6
282
168
29
821

Operating Income

110

124

305

305

Other Income (Expense) - net

(1)

—

(1)

(1)

Interest Expense

22

22

66

65

Income Before Income Taxes

87

102

238

239

Income Taxes

16

22

47

51

$

Net Income (a)
(a)

71

$

80

Net income equals comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF CASH FLOWS
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars)

Nine Months Ended
September 30,
2020
2019
Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation
Amortization
Defined benefit plans - expense
Deferred income taxes and investment tax credits
Other
Change in current assets and current liabilities
Accounts receivable
Accounts receivable from affiliates
Accounts payable
Accounts payable to affiliates
Unbilled revenues
Fuel, materials and supplies
Regulatory assets and liabilities, net
Taxes payable
Accrued interest
Other
Other operating activities
Defined benefit plans - funding
Expenditures for asset retirement obligations
Other assets
Other liabilities
Net cash provided by operating activities
Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Net cash used in investing activities
Cash Flows from Financing Activities
Issuance of long-term debt
Retirement of long-term debt
Acquisition of outstanding bonds
Remarketing of reacquired bonds
Net decrease in short-term debt
Payment of common stock dividends to parent
Contributions from parent
Other financing activities
Net cash used in financing activities
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period

$

Cash and Cash Equivalents at End of Period

$

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at September 30,

$

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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191

$

188

193
6
2
1
—

168
13
—
45
2

6
7
(23)
(8)
22
9
5
(1)
18
(13)

13
9
(10)
(5)
4
7
(5)
—
22
(15)

(6)
(12)
(1)
23
419

(6)
(22)
(1)
10
417

(329)
(329)

(323)
(323)

—
—
—
—
(32)
(115)
53
(1)
(95)
(5)
15
10 $

399
(200)
(40)
40
(180)
(130)
25
(6)
(92)
2
10
12

43

$

53
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CONDENSED BALANCE SHEETS
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars, shares in thousands)

September 30,
2020

December 31,
2019

Assets
Current Assets
Cash and cash equivalents
Accounts receivable (less reserve: 2020, $2; 2019, $1)
Customer
Other
Unbilled revenues (less reserve: 2020, $0; 2019, $0)
Accounts receivable from affiliates
Fuel, materials and supplies
Prepayments
Regulatory assets
Other current assets
Total Current Assets

$

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant
Regulated utility plant, net
Construction work in progress
Property, Plant and Equipment, net
Other Noncurrent Assets
Regulatory assets
Goodwill
Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets
$

Total Assets

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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10

$

15

118
31
54
12
113
16
23
2
379

121
41
76
18
122
14
25
1
433

6,571
978
5,593
366
5,959

6,372
846
5,526
297
5,823

360
389
37
97
883

380
389
41
67
877

7,221

$

7,133
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CONDENSED BALANCE SHEETS
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars, shares in thousands)

September 30,
2020

December 31,
2019

Liabilities and Equity
Current Liabilities
Short-term debt
Long-term debt due within one year
Accounts payable
Accounts payable to affiliates
Customer deposits
Taxes
Price risk management liabilities
Regulatory liabilities
Interest
Asset retirement obligations
Other current liabilities
Total Current Liabilities

$

206
292
125
26
32
32
2
5
33
14
40
807

$

238
—
172
31
31
33
4
2
15
24
47
597

Long-term Debt

1,714

2,005

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment tax credits
Price risk management liabilities
Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

712
33
24
63
885
92
1,809

697
34
17
49
883
89
1,769

424
1,873
594
2,891

424
1,820
518
2,762

Commitments and Contingent Liabilities (Notes 7 and 11)
Stockholder's Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
Total Liabilities and Equity
(a)

$

75,000 shares authorized; 21,294 shares issued and outstanding at September 30, 2020 and December 31, 2019.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF EQUITY
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding
(a)

Additional
paid-in
capital

Common
stock

Earnings
reinvested

June 30, 2020
Net income
Cash dividends declared on common stock

21,294

$

424

$

1,873

$

September 30, 2020

21,294

$

424

$

1,873

$

December 31, 2019
Net income
Capital contributions from parent
Cash dividends declared on common stock

21,294

$

424

$

1,820

$

September 30, 2020

21,294

$

424

$

1,873

$

June 30, 2019
Net income
Cash dividends declared on common stock

21,294

$

424

$

1,820

$

September 30, 2019

21,294

$

424

$

1,820

$

December 31, 2018
Net income
Capital contributions from parent
Cash dividends declared on common stock

21,294

$

424

$

1,795

$

September 30, 2019

21,294

(a)

Total

562 $
71
(39)
594 $

2,859
71
(39)
2,891

518
191

(115)
594 $

2,762
191
53
(115)
2,891

505 $
80
(59)
526 $

2,749
80
(59)
2,770

468
188

2,687
188
25
(130)
2,770

$

53

$

25
$

424

$

1,820

$

Shares in thousands. All common shares of LG&E stock are owned by LKE.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF INCOME
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Three Months Ended
September 30,
2020
2019
Operating Revenues
Retail and wholesale
Electric revenue from affiliate
Total Operating Revenues

$

444
8
452

$

Nine Months Ended
September 30,
2020
2019

464
2
466

$

1,256
16
1,272

$

1,316
6
1,322

Operating Expenses
Operation
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses

113
5
1
105
88
10
322

115
5
2
107
83
9
321

290
14
17
316
258
27
922

330
15
21
320
233
26
945

Operating Income

130

145

350

377

1

4

2

4

28

28

85

82

103

121

267

299

19

26

50

62

Other Income (Expense) - net
Interest Expense
Income Before Income Taxes
Income Taxes
$

Net Income (a)
(a)

84

$

95

Net income equals comprehensive income.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.

28

$

217

$

237

Table of Contents

CONDENSED STATEMENTS OF CASH FLOWS
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Nine Months Ended
September 30,
2020
2019
Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation
Amortization
Deferred income taxes and investment tax credits
Other
Change in current assets and current liabilities
Accounts receivable
Accounts payable
Accounts payable to affiliates
Unbilled revenues
Fuel, materials and supplies
Regulatory assets and liabilities, net
Taxes payable
Accrued interest
Other
Other operating activities
Defined benefit plans - funding
Expenditures for asset retirement obligations
Other assets
Other liabilities
Net cash provided by operating activities
Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Other investing activities
Net cash used in investing activities
Cash Flows from Financing Activities
Issuance of long-term debt
Retirement of long-term debt
Net decrease in short-term debt
Payment of common stock dividends to parent
Contributions from parent
Other financing activities
Net cash used in financing activities
Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period

$

Cash and Cash Equivalents at End of Period

$

Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions:
Accrued expenditures for property, plant and equipment at September 30,

$

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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217

$

237

258
6
20
(1)

233
7
44
(3)

(22)
7
(18)
15
12
(20)
1
23
(15)

—
(16)
(14)
1
9
(14)
5
28
(6)

(1)
(47)
—
11
446

(3)
(45)
(2)
10
471

(381)
3
(378)

(436)
—
(436)

498
(500)
(11)
(145)
98
(5)
(65)
3
12
15 $

306
—
(233)
(167)
68
(5)
(31)
4
14
18

35

$

54
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CONDENSED BALANCE SHEETS
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars, shares in thousands)

September 30,
2020

December 31,
2019

Assets
Current Assets
Cash and cash equivalents
Accounts receivable (less reserve: 2020, $1; 2019, $1)
Customer
Other
Unbilled revenues (less reserve: 2020, $1; 2019, $0)
Fuel, materials and supplies
Prepayments
Regulatory assets
Other current assets
Total Current Assets

$

15

$

12

151
38
73
117
16
31
—
441

139
27
88
128
14
16
1
425

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant
Regulated utility plant, net
Construction work in progress
Property, Plant and Equipment, net

8,673
1,644
7,029
369
7,398

8,262
1,507
6,755
496
7,251

Other Noncurrent Assets
Regulatory assets
Goodwill
Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets

382
607
27
125
1,141

386
607
28
128
1,149

$

Total Assets

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED BALANCE SHEETS
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars, shares in thousands)

September 30,
2020

December 31,
2019

Liabilities and Equity
Current Liabilities
Short-term debt
Long-term debt due within one year
Accounts payable
Accounts payable to affiliates
Customer deposits
Taxes
Regulatory liabilities
Interest
Asset retirement obligations
Other current liabilities
Total Current Liabilities

$

139
132
109
39
32
27
12
43
30
45
608

$

150
500
121
52
31
26
17
20
46
51
1,014

Long-term Debt

2,485

2,123

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment tax credits
Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

828
89
100
1,076
50
2,143

792
90
96
1,090
46
2,114

308
2,827
609
3,744

308
2,729
537
3,574

Commitments and Contingent Liabilities (Notes 7 and 11)
Stockholder's Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity
Total Liabilities and Equity
(a)

$

80,000 shares authorized; 37,818 shares issued and outstanding at September 30, 2020 and December 31, 2019.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF EQUITY
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Common
stock
shares
outstanding
(a)

Additional
paid-in
capital

Common
stock

June 30, 2020
Net income
Capital contributions from parent
Cash dividends declared on common stock

37,818

September 30, 2020

37,818

$

308

$

2,827

$

December 31, 2019
Net income
Capital contributions from parent
Cash dividends declared on common stock

37,818

$

308

$

2,729

$

September 30, 2020

37,818

$

308

$

2,827

$

June 30, 2019
Net income
Cash dividends declared on common stock

37,818

$

308

$

2,729

$

September 30, 2019

37,818

$

308

$

2,729

$

December 31, 2018
Net income
Capital contributions from parent
Cash dividends declared on common stock

37,818

$

308

$

2,661

$

September 30, 2019

37,818

(a)

$

308

$

2,766

Earnings
reinvested

$

581
84

Total

$

61
(56)
609 $
537
217

$

(145)
609 $

3,574
217
98
(145)
3,744

524 $
95
(76)
543 $

3,561
95
(76)
3,580

473
237

3,442
237
68
(167)
3,580

98

$

68
$

308

$

2,729

$

Shares in thousands. All common shares of KU stock are owned by LKE.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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Combined Notes to Condensed Financial Statements (Unaudited)
Index to Combined Notes to Condensed Financial Statements
The notes to the condensed financial statements that follow are a combined presentation. The following list indicates the Registrants to which the notes
apply:
PPL
x
x
x
x
x
x
x
x
x
x
x

1. Interim Financial Statements
2. Summary of Significant Accounting Policies
3. Segment and Related Information
4. Revenue from Contracts with Customers
5. Earnings Per Share
6. Income Taxes
7. Utility Rate Regulation
8. Financing Activities
9. Acquisitions, Development and Divestitures
10. Defined Benefits
11. Commitments and Contingencies
12. Related Party Transactions
13. Other Income (Expense) - net
14. Fair Value Measurements
15. Derivative Instruments and Hedging Activities
16. Asset Retirement Obligations
17. Accumulated Other Comprehensive Income (Loss)

x
x
x
x
x

PPL Electric
x
x
x
x

Registrant
LKE
x
x
x
x

LG&E
x
x
x
x

KU
x
x
x
x

x
x
x

x
x
x

x
x
x

x
x
x

x
x
x
x
x
x

x
x
x

x
x
x

x
x
x

x
x
x
x

x
x
x

x
x
x

1. Interim Financial Statements
(All Registrants)
Capitalized terms and abbreviations appearing in the unaudited combined notes to condensed financial statements are defined in the glossary. Dollars are in
millions, except per share data, unless otherwise noted. The specific Registrant to which disclosures are applicable is identified in parenthetical headings in
italics above the applicable disclosure or within the applicable disclosure for each Registrant's related activities and disclosures. Within combined
disclosures, amounts are disclosed for any Registrant when significant.
The accompanying unaudited condensed financial statements have been prepared in accordance with GAAP for interim financial information and with the
instructions to Form 10-Q and Article 10 of Regulation S-X and, therefore, do not include all of the information and footnote disclosures required by
GAAP for complete financial statements. In the opinion of management, all adjustments considered necessary for a fair presentation in accordance with
GAAP are reflected in the condensed financial statements. All adjustments are of a normal recurring nature, except as otherwise disclosed. Each
Registrant's Balance Sheet at December 31, 2019 is derived from that Registrant's 2019 audited Balance Sheet. The financial statements and notes thereto
should be read in conjunction with the financial statements and notes contained in each Registrant's 2019 Form 10-K. The results of operations for the three
and nine months ended September 30, 2020 are not necessarily indicative of the results to be expected for the full year ending December 31, 2020 or other
future periods, because results for interim periods can be disproportionately influenced by various factors, developments and seasonal variations.
2. Summary of Significant Accounting Policies
(All Registrants)
The following accounting policy disclosures represent updates to Note 1 in each Registrant's 2019 Form 10-K and should be read in conjunction with those
disclosures.
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Restricted Cash and Cash Equivalents (PPL and PPL Electric)
Reconciliation of Cash, Cash Equivalents and Restricted Cash
The following provides a reconciliation of Cash, Cash Equivalents and Restricted Cash reported within the Balance Sheets that sum to the total of the same
amounts shown on the Statements of Cash Flows:
PPL
September 30,
December 31,
2020
2019
$
746 $
815
3
3
20
18
$
769 $
836

Cash and cash equivalents
Restricted cash - current (a)
Restricted cash - noncurrent (a)
Total Cash, Cash Equivalents and Restricted Cash
(a)

PPL Electric
September 30,
December 31,
2020
2019
$
26 $
262
2
2
—
—
$
28 $
264

Bank deposits and other cash equivalents that are restricted by agreement or that have been clearly designated for a specific purpose are classified as restricted cash. On the Balance Sheets,
the current portion of restricted cash is included in "Other current assets," while the noncurrent portion is included in "Other noncurrent assets."

Current Expected Credit Losses
(All Registrants)
Financing receivable collectability is evaluated using a combination of factors, including past due status based on contractual terms, trends in write-offs and
the age of the receivable. Specific events, such as bankruptcies, are also considered when applicable. Adjustments to the reserve for credit losses are made
when necessary based on the results of analysis, the aging of receivables and historical and industry trends. The Registrants periodically evaluate the impact
of observable external factors on the collectability of the financing receivables to determine if adjustments to the reserve for credit losses should be made
based on current conditions or reasonable and supportable forecasts.
Accounts receivable are written off in the period in which the receivable is deemed uncollectible.
(PPL and PPL Electric)
PPL Electric has identified one class of financing receivables, “accounts receivable-customer”, which includes financing receivables for all billed and
unbilled sales with residential and non-residential customers. All other financing receivables are classified as other. Within the credit loss model for the
residential customer accounts receivables, customers are disaggregated based on their projected propensity to pay, which is derived from historical trends
and the current activity of the individual customer accounts. Conversely, the non-residential customer accounts receivables are not further segmented due to
the varying nature of the individual customers, which lack readily identifiable risk characteristics for disaggregation.
(PPL, LKE, LG&E and KU)
LKE, LG&E and KU have identified one class of financing receivables, “accounts receivable-customer”, which includes financing receivables for all billed
and unbilled sales with customers. All other financing receivables are classified as other.
(All Registrants)
The following table shows changes in the allowance for credit losses for the nine months ended September 30, 2020:
Balance at
Beginning of
Period (a)
PPL
Accounts Receivable - Customer and Unbilled Revenue
Other (c)

$

34

30
27

Charged to
Income
$

Balance at
End of Period

Deductions (b)
22
2

$

9
—

$

43
29
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Balance at
Beginning of
Period (a)

Charged to
Income

Balance at
End of Period

Deductions (b)

PPL Electric
Accounts Receivable - Customer and Unbilled Revenue
Other

$

25
1

$

12
1

$

3
—

$

34
2

LKE
Accounts Receivable - Customer and Unbilled Revenue
Other (c)

$

2
26

$

7
1

$

5
—

$

4
27

LG&E
Accounts Receivable - Customer and Unbilled Revenue

$

1

$

4

$

3

$

2

KU
Accounts Receivable - Customer and Unbilled Revenue

$

1

$

3

$

2

$

2

(a)
(b)
(c)

Reflects cumulative-effect adjustment upon adoption of current expected credit loss guidance.
Primarily related to uncollectible accounts receivable written off.
Primarily related to receivables at WKE, which are fully reserved.

Asset Impairment (Excluding Investments)
(PPL, LKE, LG&E and KU)
PPL, LKE, LG&E and KU review goodwill for impairment at the reporting unit level annually or more frequently when events or circumstances indicate
that the carrying amount of a reporting unit may be greater than the unit's fair value. PPL's, LKE's, LG&E's and KU's reporting units are primarily at the
operating segment level.
During the three month period ended March 31, 2020, PPL, LKE, LG&E and KU considered whether the economic events associated with COVID-19,
which resulted in PPL’s shares experiencing volatility and a decrease in market value, would more likely than not reduce the fair value of the Registrants’
reporting units below their carrying amounts. See "Risks and Uncertainties" in Note 11 for additional information about COVID-19. Based on our
assessment, a quantitative impairment test was not required for the LKE, LG&E and KU reporting units, but was required for the U.K. Regulated segment
reporting unit, the allocated goodwill of which was $2.5 billion at March 31, 2020. The test did not indicate impairment of the reporting unit.
During the three month periods ended June 30, 2020 and September 30, 2020, no goodwill impairment triggers were identified. However, an impairment
charge could occur in future periods if PPL’s share price or any of the assumptions used in determining fair value of the reporting units are negatively
impacted.
(PPL)
On August 10, 2020, PPL announced that it is initiating a formal process to sell its U.K. utility business. As a result of the potential sale, PPL assessed the
recoverability of the assets of its U.K. utility business. See Note 9 for additional information.
New Accounting Guidance Adopted
(All Registrants)
Accounting for Financial Instrument Credit Losses
Effective January 1, 2020, the Registrants adopted accounting guidance, using a modified retrospective approach, that requires the use of a current expected
credit loss (CECL) model for the measurement of credit losses on financial instruments within the scope of the guidance, which includes accounts
receivable. The CECL model requires an entity to measure credit losses using historical information, current information and reasonable and supportable
forecasts of future events, rather than the incurred loss impairment model required under previous GAAP. The adoption of this guidance did not have a
material impact on the Registrants.
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Accounting for Implementation Costs in a Cloud Computing Service Arrangement
Effective January 1, 2020, the Registrants prospectively adopted accounting guidance that requires a customer in a cloud computing hosting arrangement
that is a service contract to capitalize implementation costs consistent with internal-use software guidance for non-service arrangements. The guidance
requires these capitalized implementation costs to be amortized over the term of the hosting arrangement to the statement of income line item where the
service arrangement costs are recorded. The guidance also prescribes the financial statement classification of the capitalized implementation costs and cash
flows associated with the arrangement. The adoption of this guidance did not have a material impact on the Registrants.
(PPL, LKE, LG&E and KU)
Simplifying the Test for Goodwill Impairment
Effective January 1, 2020, the Registrants adopted accounting guidance that simplifies the test for goodwill impairment by eliminating the second step of
the quantitative test. The second step of the quantitative test required a calculation of the implied fair value of goodwill, which was determined in the same
manner as the amount of goodwill in a business combination. Under the new guidance, the fair value of a reporting unit will be compared with the carrying
value and an impairment charge will be recognized if the carrying amount exceeds the fair value of the reporting unit. The adoption of this guidance did not
have a material impact on the Registrants.
3. Segment and Related Information
(PPL)
See Note 2 in PPL's 2019 Form 10-K for a discussion of reportable segments and related information.
Income Statement data for the segments and reconciliation to PPL's consolidated results for the periods ended September 30 are as follows:
Three Months
2020
Operating Revenues from external customers
U.K. Regulated
Kentucky Regulated
Pennsylvania Regulated
Corporate and Other

$

$

Total
Net Income
U.K. Regulated (a)
Kentucky Regulated
Pennsylvania Regulated
Corporate and Other

$

$

Total
(a)

Nine Months
2019

485
806
586
8
1,885

$

55
129
135
(38)
281

$

$

$

2020
491
844
590
8
1,933

$

236
150
118
(29)
475

$

$

$

2019
1,575
2,331
1,748
24
5,678

$

574
330
371
(96)
1,179

$

$

$

1,615
2,421
1,756
23
5,815

784
364
333
(99)
1,382

Includes unrealized gains and losses from hedging foreign currency economic activity. See Note 15 for additional information.

The following provides Balance Sheet data for the segments and reconciliation to PPL's consolidated Balance Sheets as of:
September 30,
2020
Assets
U.K. Regulated (a) (b)
Kentucky Regulated
Pennsylvania Regulated
Corporate and Other (c)

$

$

Total
(a)

19,183
15,754
12,225
762
47,924

December 31,
2019
$

$

17,622
15,597
11,918
543
45,680

Includes $14.2 billion and $13.2 billion of net PP&E as of September 30, 2020 and December 31, 2019. WPD is not subject to accounting for the effects of certain types of regulation as
prescribed by GAAP.
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(b)
(c)

Includes $2.6 billion and $2.5 billion of goodwill as of September 30, 2020 and December 31, 2019. The change is due to the effect of foreign currency exchange rates.
Primarily consists of unallocated items, including cash, PP&E, goodwill, the elimination of inter-segment transactions as well as the assets of Safari Energy.

(PPL Electric, LKE, LG&E and KU)
PPL Electric has two operating segments, distribution and transmission, which are aggregated into a single reportable segment. LKE, LG&E and KU are
individually single operating and reportable segments.
4. Revenue from Contracts with Customers
(All Registrants)
See Note 3 in PPL's 2019 Form 10-K for a discussion of the principal activities from which the Registrants and PPL’s segments generate their revenues.
The following tables reconcile "Operating Revenues" included in each Registrant's Statement of Income with revenues generated from contracts with
customers for the periods ended September 30.
PPL
Operating Revenues (a)
Revenues derived from:
Alternative revenue programs (b)
Other (c)

$

1,885

PPL Electric
$
586

Revenues from Contracts with Customers

$

(1)
(5)
1,879

$

(5)
—
581

PPL
Operating Revenues (a)
Revenues derived from:
Alternative revenue programs (b)
Other (c)

$

1,933

PPL Electric
$
590

Revenues from Contracts with Customers

$

8
(11)
1,930

$

2
(3)
589

PPL

2020 Three Months
LKE
$
806 $

$

4
(4)
806

$

$

2019 Nine Months
LKE
$
2,421
(14)
(16)
2,391

Revenues from Contracts with Customers

$

(a)

$

$

466

$

2
(3)
465

KU

(6)
(14)
2,311

Revenues from Contracts with Customers

(4)
(8)
1,744

382

LG&E

LG&E
1,092

(6)
(3)
1,739

(18)
(30)
5,767

$

2
(2)
452

$

(12)
(22)
5,644

5,815

2
(2)
363

2020 Nine Months
LKE
$
2,331

5,678

$

452

$

$

$

Operating Revenues (a)
Revenues derived from:
Alternative revenue programs (b)
Other (c)

$

6
(6)
844

Operating Revenues (a)
Revenues derived from:
Alternative revenue programs (b)
Other (c)

PPL Electric
$
1,756

KU
363

$

2019 Three Months
LKE
$
844 $

PPL Electric
$
1,748

PPL

LG&E

$

$

4
(3)
383

KU
$

1,272

$

(2)
(6)
1,084

$

(4)
(8)
1,260

$

LG&E
1,126

$

1,322

$

(1)
(7)
1,118

$

(13)
(9)
1,300

KU

PPL includes $485 million and $1,575 million for the three and nine months ended September 30, 2020 and $491 million and $1,615 million for the three and nine months ended
September 30, 2019 of revenues from external customers reported by the U.K. Regulated segment. PPL Electric and LKE represent revenues from external customers reported by the
Pennsylvania Regulated and Kentucky Regulated segments. See Note 3 for additional information.
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(b)
(c)

Alternative revenue programs include the transmission formula rate for PPL Electric, the ECR and DSM programs for LG&E and KU, the GLT program for LG&E, and the generation
formula rate for KU. This line item shows the over/under collection of these rate mechanisms with over-collections of revenue shown as positive amounts in the table above and undercollections shown as negative amounts.
Represents additional revenues outside the scope of revenues from contracts with customers, such as lease and other miscellaneous revenues.

The following tables show revenues from contracts with customers disaggregated by customer class for the periods ended September 30.
PPL (d)
Licensed energy suppliers (a)
Residential
Commercial
Industrial
Other (b)
Wholesale - municipality
Wholesale - other (c)
Transmission
Revenues from Contracts with Customers

$

440
651
310
156
130
7
11
174
1,879

$

PPL Electric (d)
$
—
303
79
13
12
—
—
174
$
581

PPL
Licensed energy suppliers (a)
Residential
Commercial
Industrial
Other (b)
Wholesale - municipality
Wholesale - other (c)
Transmission
Revenues from Contracts with Customers

Licensed energy suppliers (a)
Residential
Commercial
Industrial
Other (b)
Wholesale - municipality
Wholesale - other (c)
Transmission
Revenues from Contracts with Customers

$

454
708
346
164
128
6
12
112
1,930

$

$

$

PPL Electric

PPL (d)
1,472
1,948
896
434
354
15
28
497
5,644

PPL
Licensed energy suppliers (a)
Residential
Commercial
Industrial
Other (b)
Wholesale - municipality
Wholesale - other (c)
Transmission
Revenues from Contracts with Customers

$

$

1,520
2,058
967
470
360
38
36
318
5,767

38

$

$

—
352
97
16
12
—
—
112
589

2020 Three Months
LKE
$
— $
348
231
143
66
7
11
—
$
806 $
2019 Three Months
LKE
$
— $
356
249
148
73
6
12
—
$
844 $

PPL Electric (d)
$
—
937
234
33
38
—
—
497
$
1,739

2020 Nine Months
LKE
$
—
1,011
662
401
194
15
28
—
$
2,311

PPL Electric
$
—
1,060
279
48
39
—
—
318
$
1,744

2019 Nine Months
LKE
$
—
998
688
422
209
38
36
—
$
2,391

LG&E

KU
—
173
112
47
28
—
3
—
363

$

—
177
123
47
31
—
5
—
383

$

—
509
336
130
84
—
25
—
1,084

$

$

LG&E

KU

$

KU

$

—
502
326
271
110
15
36
—
1,260

$

LG&E
$

—
179
126
101
42
6
11
—
465

$

LG&E
$

—
175
119
96
38
7
17
—
452

KU
—
504
352
134
93
—
35
—
1,118

$

$

—
494
336
288
116
38
28
—
1,300
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(a)
(b)
(c)
(d)

Represents customers of WPD.
Primarily includes revenues from pole attachments, street lighting, other public authorities and other non-core businesses.
Includes wholesale power and transmission revenues. LG&E and KU amounts include intercompany power sales and transmission revenues, which are eliminated upon consolidation at
LKE.
In the fourth quarter of 2019, management deemed it appropriate to present the revenue offset associated with network integration transmission service (NITS) as distribution revenue rather
than transmission revenue.

As discussed in Note 2 in PPL's 2019 Form 10-K, PPL segments its business by geographic location. Revenues from external customers for each
segment/geographic location are reconciled to revenues from contracts with customers in the footnotes to the tables above. PPL Electric's revenues from
contracts with customers are further disaggregated by distribution and transmission, which were $407 million and $174 million for the three months ended
September 30, 2020 and $1.2 billion and $497 million for the nine months ended September 30, 2020. PPL Electric's revenue from contracts with
customers disaggregated by distribution and transmission were $477 million and $112 million for the three months ended September 30, 2019 and $1.4
billion and $318 million for the nine months ended September 30, 2019.
Contract receivables from customers are primarily included in "Accounts receivable - Customer" and "Unbilled revenues" on the Balance Sheets.
The following table shows the accounts receivable and unbilled revenues balances that were impaired for the periods ended September 30.

PPL
PPL Electric
LKE
LG&E
KU

Three Months
2020
2019
8 $
3
4
3
1

$

2020
11
8
2
1
1

$

Nine Months
2019
22 $
12
7
4
3

22
14
5
2
3

The following table shows the balances and certain activity of contract liabilities resulting from contracts with customers.
PPL

PPL Electric

Contract liabilities at December 31, 2019
$
Contract liabilities at September 30, 2020
Revenue recognized during the nine months ended September 30, 2020 that was
included in the contract liability balance at December 31, 2019

44
40

Contract liabilities at December 31, 2018
$
Contract liabilities at September 30, 2019
Revenue recognized during the nine months ended September 30, 2019 that was
included in the contract liability balance at December 31, 2018

42
42

$

28

31

LKE
21
18

$

9
$

23
19
11

LG&E
9
9

$

9
$

9
9
9

KU
5
5

$

5
$

5
5
5

4
4
4

$

4
4
4

Contract liabilities result from recording contractual billings in advance for customer attachments to the Registrants' infrastructure and payments received
in excess of revenues earned to date. Advanced billings for customer attachments are recognized as revenue ratably over the billing period. Payments
received in excess of revenues earned to date are recognized as revenue as services are delivered in subsequent periods.
At September 30, 2020, PPL had $40 million of performance obligations attributable to Corporate and Other that have not been satisfied. Of this amount,
PPL expects to recognize approximately $40 million within the next 12 months.
5. Earnings Per Share
(PPL)
Basic EPS is computed by dividing income available to PPL common shareowners by the weighted-average number of common shares outstanding during
the applicable period. Diluted EPS is computed by dividing income available to PPL common shareowners by the weighted-average number of common
shares outstanding, increased by incremental shares that would be outstanding if potentially dilutive non-participating securities were converted to common
shares as calculated using the Treasury Stock Method. Incremental non-participating securities that have a dilutive impact are detailed in the table below.
These dilutive securities include the PPL common stock forward sale agreements, which were settled in 2019. The forward sale
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agreements were dilutive under the Treasury Stock Method to the extent the average stock price of PPL's common shares exceeded the forward sale price
prescribed in the agreements.
Reconciliations of the amounts of income and shares of PPL common stock (in thousands) for the periods ended September 30 used in the EPS calculation
are:
Three Months
2020
Income (Numerator)
Net income
Less amounts allocated to participating securities

$

Net income available to PPL common shareowners - Basic and Diluted

$

Shares of Common Stock (Denominator)
Weighted-average shares - Basic EPS
Add incremental non-participating securities:
Share-based payment awards
Forward sale agreements
Weighted-average shares - Diluted EPS

Nine Months
2019

281
—
281

$

2020
475
—
475

$

$

2019
1,179
1
1,178

$

$

1,382
2
1,380

$

768,786

722,259

768,502

721,693

874
—
769,660

1,106
7,786
731,151

768
—
769,270

1,009
7,975
730,677

Basic EPS
Net Income available to PPL common shareowners

$

0.37

$

0.66

$

1.53

$

1.91

Diluted EPS
Net Income available to PPL common shareowners

$

0.37

$

0.65

$

1.53

$

1.89

For the periods ended September 30, PPL issued common stock related to stock-based compensation plans and the DRIP as follows (in thousands):
Three Months
2020
Stock-based compensation plans
DRIP

Nine Months
2019

14
—

2020
38
430

2019
621
943

680
1,305

For the periods ended September 30, the following shares (in thousands) were excluded from the computations of diluted EPS because the effect would
have been antidilutive.
Three Months
2020
Stock-based compensation awards

364

40

Nine Months
2019

2020
—

2019
595

—
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6. Income Taxes
Reconciliations of income tax expense (benefit) for the periods ended September 30 are as follows.
(PPL)
Three Months
2020
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

103

$

15
7
2
104
—
(11)
(9)
(3)
1
—
—
106
209

Increase (decrease) due to:
State income taxes, net of federal income tax benefit
Valuation allowance adjustments
Impact of lower U.K. income tax rates
Impact of the U.K. Finance Acts on deferred tax balances (a)
Depreciation and other items not normalized
Amortization of excess deferred federal and state income taxes
Federal and state income tax return adjustments
Interest benefit on U.K. financing entities
Officers compensation disallowance
Kentucky recycling credit, net of federal income tax expense (b)
Other
Total increase (decrease)
Total income tax expense (benefit)

Nine Months
2019

2020

$

125

$

13
7
(6)
(5)
(2)
(9)
—
(3)
—
—
(2)
(7)
118

2019

$

336

$

39
20
(18)
101
(4)
(34)
(9)
(8)
5
—
(5)
87
423

$

359

$

34
21
(20)
(8)
(5)
(30)
1
(9)
2
(20)
3
(31)
328

(a) The U.K. corporation tax rate was scheduled to be reduced from 19% to 17%, effective April 1, 2020. On March 11, 2020, the U.K. Finance Act 2020 included a cancellation of the tax rate
reduction to 17%, thereby maintaining the corporation tax rate at 19%. The Finance Act 2020 was formally enacted on July 22, 2020. The primary impact of the cancellation of the
corporation tax rate reduction was an increase in deferred tax liabilities and a corresponding deferred tax expense of $106 million.
(b) During the second quarter of 2019, LKE recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a
result, qualify for a Kentucky recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky. A portion of this
amount has been reserved due to insufficient Kentucky taxable income projected at LKE.

(PPL Electric)
Three Months
2020
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

37

$

14
(4)
—
(4)
1
7
44

Increase (decrease) due to:
State income taxes, net of federal income tax benefit
Federal and state income tax return adjustments
Depreciation and other items not normalized
Amortization of excess deferred federal and state income taxes
Other
Total increase (decrease)
Total income tax expense (benefit)
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Nine Months
2019

2020

$

33

$

13
—
(2)
(4)
—
7
40

2019

$

104

$

39
(4)
(4)
(12)
2
21
125

$

94

$

36
1
(5)
(12)
—
20
114
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(LKE)
Three Months
2020
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

35

$

7
(1)
—
(7)
(5)
—
2
(4)
31

Increase (decrease) due to:
State income taxes, net of federal income tax benefit
Amortization of investment tax credit
Valuation allowance adjustments (a)
Amortization of excess deferred federal and state income taxes
Federal and state income tax return adjustments
Kentucky recycling credit, net of federal income tax expense (a)
Other
Total increase (decrease)
Total income tax expense (benefit)
(a)

Nine Months
2019

2020

$

42

$

8
(1)
—
(5)
1
—
(2)
1
43

2019

$

92

$

17
(2)
—
(20)
(5)
—
—
(10)
82

$

98

$

18
(2)
3
(17)
1
(20)
(3)
(20)
78

During the second quarter of 2019, LKE recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a
result, qualify for a Kentucky recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky. A portion of this
amount has been reserved due to insufficient Kentucky taxable income projected at LKE.

(LG&E)
Three Months
2020
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

18

$

3
—
(3)
(2)
—
—
(2)
16

Increase (decrease) due to:
State income taxes, net of federal income tax benefit
Valuation allowance adjustments (a)
Amortization of excess deferred federal and state income taxes
Federal and state income tax return adjustments
Kentucky recycling credit, net of federal income tax expense (a)
Other
Total increase (decrease)
Total income tax expense (benefit)
(a)

Nine Months
2019

2020

$

21

$

4
—
(2)
1
—
(2)
1
22

2019

$

50

$

9
—
(8)
(2)
—
(2)
(3)
47

$

50

$

9
15
(7)
1
(15)
(2)
1
51

During the second quarter of 2019, LG&E recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a
result, qualify for a Kentucky recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky. This amount has
been reserved due to insufficient Kentucky taxable income projected at LG&E.

(KU)
Three Months
2020
Federal income tax on Income Before Income Taxes at statutory tax rate - 21%

$

22

$

4
—
(4)
(3)
—
—
(3)
19

Increase (decrease) due to:
State income taxes, net of federal income tax benefit
Valuation allowance adjustments (a)
Amortization of excess deferred federal and state income taxes
Federal and state income tax return adjustments
Kentucky recycling credit, net of federal income tax expense (a)
Other
Total increase (decrease)
Total income tax expense (benefit)
(a)

Nine Months
2019

2020

$

25

$

5
—
(3)
—
—
(1)
1
26

2019

$

56

$

11
—
(12)
(3)
—
(2)
(6)
50

$

63

$

12
5
(10)
—
(5)
(3)
(1)
62

During the second quarter of 2019, KU recorded a deferred income tax benefit associated with a project placed into service that prepares a generation waste material for reuse and, as a
result, qualifies for a Kentucky recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky. This amount has
been reserved due to insufficient Kentucky taxable income projected at KU.
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2020 TCJA Regulatory Update (All Registrants)
In July 2020, the IRS issued final and new proposed regulations relating to limitations on interest deductibility for tax purposes. The Registrants will apply
the final regulations beginning in the 2021 tax year. The proposed regulations will apply in the year in which the regulations are issued in final form, which
is expected to be in 2021 or later. The Registrants are evaluating the final and proposed regulations, but do not expect the regulations to have a material
impact on the Registrants’ financial condition or results of operations.
7. Utility Rate Regulation
(All Registrants)
The following table provides information about the regulatory assets and liabilities of cost-based rate-regulated utility operations.
PPL
September 30,
2020
Current Regulatory Assets:
Plant outage costs
Gas supply clause
Smart meter rider
Transmission formula rate
Transmission service charge
Other

$

$

Total current regulatory assets (a)
Noncurrent Regulatory Assets:
Defined benefit plans
Storm costs
Unamortized loss on debt
Interest rate swaps
Terminated interest rate swaps
Accumulated cost of removal of utility plant
AROs
Act 129 compliance rider
Other

$

$

Total noncurrent regulatory assets
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PPL Electric
September 30,
December 31,
2020
2019

December 31,
2019

44
4
17
9
2
6
82

$

750
27
33
26
77
237
297
—
3
1,450

$

$

$

32
8
13
3
10
1
67

$

800
39
41
22
81
220
279
6
4
1,492

$

$

$

—
—
17
9
2
—
28

$

450
9
11
—
—
237
—
—
1
708

$

$

$

—
—
13
3
10
—
26

467
15
18
—
—
220
—
6
—
726
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PPL
September 30,
2020
Current Regulatory Liabilities:
Generation supply charge
Environmental cost recovery
Universal service rider
Fuel adjustment clause
TCJA customer refund
Storm damage expense rider

$

Act 129 compliance rider
Other
$

Total current regulatory liabilities
Noncurrent Regulatory Liabilities:
Accumulated cost of removal of utility plant
Power purchase agreement - OVEC
Net deferred taxes
Defined benefit plans
Terminated interest rate swaps
Other

$

$

Total noncurrent regulatory liabilities

LKE
September 30,
2020
Current Regulatory Assets:
Plant outage costs
Gas supply clause
Other
Total current regulatory assets
Noncurrent Regulatory Assets:
Defined benefit plans
Storm costs
Unamortized loss on debt
Interest rate swaps
Terminated interest rate swaps
AROs
Other
Total noncurrent regulatory assets

$

$

$

$

$

300
18
22
26
77
297
2
742

$

32
8
1
41

$

333
24
23
22
81
279
4
766

$

$

$

44

8
3
90

648
45
1,705
59
66
20
2,543

$

23
5
9
8
61
5

$

—
$

$

$

4
115

640
51
1,756
51
68
6
2,572

$

$

$

LG&E
September 30,
December 31,
2020
2019

December 31,
2019

44
4
6
54

23
6
14
8
21
7

PPL Electric
September 30,
December 31,
2020
2019

December 31,
2019

$

$

14
4
5
23

$

179
11
13
26
45
85
1
360

$

$

$

23
—
14
—
21
7
8
—
73

—
—
565
17
—
—
582

$

$

$

$

23
—
9
—
59
5
—
—
96

—
—
588
11
—
—
599

KU
September 30,
2020

16
8
1
25

$

206
14
14
22
47
76
1
380

$

$

$

December 31,
2019

30
—
1
31

$

121
7
9
—
32
212
1
382

$

$

$

16
—
—
16

127
10
9
—
34
203
3
386
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LKE
September 30,
2020
Current Regulatory Liabilities:
Environmental cost recovery
Demand side management
Fuel adjustment clause
Other
Total current regulatory liabilities
Noncurrent Regulatory Liabilities:
Accumulated cost of removal
of utility plant
Power purchase agreement - OVEC
Net deferred taxes
Defined benefit plans
Terminated interest rate swaps
Other
Total noncurrent regulatory liabilities
(a)

$

$

$

$

LG&E
September 30,
December 31,
2020
2019

December 31,
2019

6
2
8
1
17

$

648
45
1,140
42
66
20
1,961

$

5
3
8
3
19

$

640
51
1,168
40
68
6
1,973

$

$

$

$

$

2
1
2
—
5

271
31
532
—
33
18
885

$

$

$

$

1
1
—
—
2

266
35
544
—
34
4
883

KU
September 30,
2020
$

$

$

$

December 31,
2019

4
1
6
1
12

$

377
14
608
42
33
2
1,076

$

$

$

4
2
8
3
17

374
16
624
40
34
2
1,090

For PPL, these amounts are included in "Other current assets" on the Balance Sheets.

Regulatory Matters
Kentucky Activities
Rate Case Proceedings
(PPL, LKE, LG&E and KU)
On October 23, 2020, LG&E and KU filed notices of intent with the KPSC to file applications for proposed adjustments of general electric and gas rates on
or after November 25, 2020. The applications will also include requests for a CPCN to deploy Advanced Metering Infrastructure and other matters. LG&E
and KU cannot predict the outcome of these potential proceedings.
ECR Filings (PPL, LKE, LG&E and KU)
On March 31, 2020, LG&E and KU submitted applications to the KPSC for ECR rate treatment regarding upcoming environmental construction projects
relating to the EPA's regulations addressing ELGs. The construction projects are expected to begin in 2021 and continue through 2024 and are estimated to
cost approximately $405 million ($153 million at LG&E and $252 million at KU). The applications requested an authorized 9.725% return on equity with
respect to these projects consistent with the 2018 Kentucky rate cases approved in April 2019. On September 29, 2020, the KPSC issued orders approving
the ECR applications, permitting an authorized return on equity of 9.2% for the applicable projects.
Pennsylvania Activities
Act 129 (PPL and PPL Electric)
The Pennsylvania Public Utility Code requires electric distribution companies, including PPL Electric, to act as a DSP, which provides electricity
generation supply service to customers pursuant to a PUC-approved default service procurement plan. A DSP is able to recover the costs associated with its
default service procurement plan.
In March 2020, PPL Electric filed a Petition for Approval of a new default service program and procurement plan with the PUC for the period June 1, 2021
through May 31, 2025. Hearings were held in August 2020. In October 2020, the Administrative Law Judge made a recommended decision which remains
pending before the PUC. PPL Electric cannot predict the outcome of this proceeding.
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Federal Matters
Challenge to PPL Electric Transmission Formula Rate Return on Equity
(PPL and PPL Electric)
On May 21, 2020, PP&L Industrial Customer Alliance (PPLICA) filed a complaint with the FERC alleging that PPL Electric's base return on equity (ROE)
of 11.18% used to determine PPL Electric's formula transmission rate is unjust and unreasonable, and proposing an alternative ROE of 8.0% based on its
interpretation of FERC Opinion No. 569. However, also on May 21, 2020, the FERC issued Opinion No. 569-A in response to numerous requests for
rehearing of Opinion No. 569, which revised the method for analyzing base ROE. On June 10, 2020, PPLICA filed a Motion to Supplement the May 21,
2020 complaint in which PPLICA continued to allege that PPL Electric’s base ROE is unjust and unreasonable, but revised its analysis of PPL Electric's
base ROE to reflect the guidance provided in Opinion No. 569-A. The amended complaint proposed an updated alternative ROE of 8.5% and also
requested that the FERC preserve the original refund effective date as established by the filing of the original complaint on May 21, 2020. Several parties
have filed motions to intervene, including one party who filed Comments in Support of the original complaint.
On July 10, 2020, PPL Electric filed its Answer and supporting Testimony to the PPLICA filings arguing that the FERC should deny the original and
amended complaints as they are without merit and fail to demonstrate the existing base ROE is unjust and unreasonable. In addition, PPL Electric
contended any refund effective date should be set for no earlier than June 10, 2020 and PPLICA's proposed replacement ROE should be rejected.
On October 15, 2020, the FERC issued an order on the PPLICA complaints which established hearing and settlement procedures, set a refund effective date
of May 21, 2020 and granted the motions to intervene. PPL Electric continues to believe its ROE is just and reasonable and that it has meritorious defenses
against the original and amended complaints. At this time, PPL Electric cannot predict the outcome of this matter or the range of possible losses, if any, that
may be incurred. However, revenue earned from May 21, 2020 through the settlement of this matter may be subject to refund. A change of 50 basis points
to the base ROE would impact PPL Electric's net income by approximately $12 million on an annual basis.
FERC Transmission Rate Filing
(PPL, LKE, LG&E and KU)
In 2018, LG&E and KU applied to the FERC requesting elimination of certain on-going credits to a sub-set of transmission customers relating to the 1998
merger of LG&E's and KU's parent entities and the 2006 withdrawal of LG&E and KU from the Midcontinent Independent System Operator, Inc. (MISO),
a regional transmission operator and energy market. The application sought termination of LG&E's and KU's commitment to provide certain Kentucky
municipalities mitigation for certain horizontal market power concerns arising out of the 1998 LG&E and KU merger and 2006 MISO withdrawal. The
amounts at issue are generally waivers or credits granted to a limited number of Kentucky municipalities for either certain LG&E and KU or MISO
transmission charges incurred for transmission service received. Due to the development of robust, accessible energy markets over time, LG&E and KU
believe the mitigation commitments are no longer relevant or appropriate. In March 2019, the FERC granted LG&E's and KU's request to remove the
ongoing credits, conditioned upon the implementation by LG&E and KU of a transition mechanism for certain existing power supply arrangements, subject
to FERC review and approval. In July 2019, LG&E and KU proposed their transition mechanism to the FERC and in September 2019, the FERC rejected
the proposed transition mechanism and issued a separate order providing clarifications of certain aspects of the March order. In October 2019, LG&E and
KU filed requests for rehearing and clarification on the two September orders. In September 2020, FERC issued its orders in the rehearing process that
modified the discussion in, and set aside portions of, the September 2019 orders including adjusting factors impacting the proposed transition mechanism.
In October 2020, both LG&E and KU and other parties filed separate motions for rehearing and clarification regarding FERC’s September 2020 orders. A
FERC decision on these rehearing requests is expected by November 18, 2020. Certain other petitions for review of the FERC's orders have been filed by
multiple parties, including LG&E and KU, with the D.C. Circuit Court of Appeals. LG&E and KU cannot predict the outcome of these proceedings. LG&E
and KU currently receive recovery of waivers and credits provided through other rate mechanisms.
(PPL and PPL Electric)
In April 2020, PPL Electric filed its annual transmission formula rate update with the FERC, reflecting a revised revenue requirement that took effect in
June 2020.
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Other
Purchase of Receivables Program (PPL and PPL Electric)
In accordance with a PUC-approved purchase of accounts receivable program, PPL Electric purchases certain accounts receivable from alternative
electricity suppliers at a discount, which reflects a provision for credit losses. The alternative electricity suppliers have no continuing involvement or
interest in the purchased accounts receivable. Accounts receivable that are acquired are initially recorded at fair value on the date of acquisition. During the
three and nine months ended September 30, 2020, PPL Electric purchased $303 million and $854 million of accounts receivable from alternative suppliers.
During the three and nine months ended September 30, 2019, PPL Electric purchased $308 million and $927 million of accounts receivable from
alternative suppliers.
8. Financing Activities
Credit Arrangements and Short-term Debt
(All Registrants)
The Registrants maintain credit facilities to enhance liquidity, provide credit support and act as a backstop to commercial paper programs. For reporting
purposes, on a consolidated basis, the credit facilities and commercial paper programs of PPL Electric, LKE, LG&E and KU also apply to PPL and the
credit facilities and commercial paper programs of LG&E and KU also apply to LKE. The amounts listed in the borrowed column below are recorded as
"Short-term debt" on the Balance Sheets except for borrowings under PPL Capital Funding's term loan agreement due March 2022, which are reflected in
"Long-term debt" on the Balance Sheets. The following credit facilities were in place at:
September 30, 2020

Expiration
Date

Capacity

Letters of
Credit
and
Commercial
Paper
Issued

Borrowed

December 31, 2019
Letters of
Credit
and
Commercial
Paper
Borrowed
Issued

Unused
Capacity

PPL
U.K.
WPD plc
Syndicated Credit Facility (a)
WPD (South West)
Syndicated Credit Facility (b)
WPD (South Wales)
Syndicated Credit Facility

Jan. 2023

£

210

£

150

£

—

£

58

£

155

£

—

May 2023

220

118

—

102

40

—

May 2023

125

—

—

125

—

—

WPD (East Midlands)
Syndicated Credit Facility

May 2023

250

—

—

250

—

—

WPD (West Midlands)
Syndicated Credit Facility (c)

May 2023

250

64

—

186

48

—

100
1,155

—
332

4
4

96
817

—
243

Uncommitted Credit Facilities
£

Total U.K. Credit Facilities (d)

£

£

£

£

£

4
4

U.S.
PPL Capital Funding
Syndicated Credit Facility
Term Loan Credit Facility
Bilateral Credit Facility
Bilateral Credit Facility
Term Loan Credit Facility
Term Loan Credit Facility
Total PPL Capital Funding Credit Facilities

Jan. 2024
Mar. 2021
Mar. 2021
Mar. 2021
Mar. 2021
Mar. 2022

$

$

1,450
200
50
50
100
100
1,950

$

$

47

—
200
—
—
100
100
400

$

$

—
—
—
15
—
—
15

$

$

1,450
—
50
35
—
—
1,535

$

$

—
—
—
—
—
—
—

$

$

450
—
—
15
—
—
465
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September 30, 2020

Expiration
Date

Capacity

Letters of
Credit
and
Commercial
Paper
Issued

Borrowed

December 31, 2019
Letters of
Credit
and
Commercial
Paper
Borrowed
Issued

Unused
Capacity

PPL Electric
Syndicated Credit Facility

Jan. 2024

$

650

$

—

$

281

$

369

$

—

$

1

Jan. 2024

$
$

500
500

$
$

—
—

$
$

206
206

$
$

294
294

$
$

—
—

$
$

238
238

Jan. 2024

$
$

400
400

$
$

—
—

$
$

139
139

$
$

261
261

$
$

—
—

$
$

150
150

LG&E
Syndicated Credit Facility
Total LG&E Credit Facilities
KU
Syndicated Credit Facility
Total KU Credit Facilities

(a) The amounts borrowed at September 30, 2020 and December 31, 2019 were USD-denominated borrowings of $200 million for both periods, which bore interest at 0.98% and 2.52%. The
interest rates on the borrowings are equal to one-month USD LIBOR plus a margin. The unused capacity reflects the amounts borrowed in GBP of £152 million as of the date borrowed.
(b) The amounts borrowed at September 30, 2020 and December 31, 2019 were GBP-denominated borrowings which equated to $158 million and $51 million and bore interest at 0.56% and
1.09%. The interest rate on the borrowing are equal to one-month GBP LIBOR plus a margin.
(c) The amounts borrowed at September 30, 2020 and December 31, 2019 were GBP-denominated borrowings which equated to $86 million and $62 million and bore interest at 0.56% and
1.11%. The interest rates on the borrowings are equal to one-month GBP LIBOR plus a margin.
(d) At September 30, 2020, the unused capacity under the U.K. credit facilities was $1.1 billion.

(PPL)
In March 2020, PPL Capital Funding entered into a $200 million term loan credit facility expiring in March 2021 and borrowed the full principal amount
under the facility at an initial interest rate of 1.96%. The applicable interest rate on borrowings fluctuates periodically and is based on LIBOR plus a spread.
The proceeds were used to repay short-term debt and for general corporate purposes.
In April 2020, PPL Capital Funding entered into a $100 million term loan credit facility expiring in March 2021 and borrowed the full principal amount
under the facility at an initial interest rate of 1.73%. The applicable interest rate on borrowings fluctuates periodically and is based on LIBOR plus a spread.
The proceeds were used to repay short-term debt and for general corporate purposes.
PPL has guaranteed PPL Capital Funding's obligations under these credit agreements.
(All Registrants)
PPL, PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund short-term liquidity needs.
Commercial paper issuances, included in "Short-term debt" on the Balance Sheets, are supported by the respective Registrant's credit facilities. The
following commercial paper programs were in place at:

PPL Capital Funding
PPL Electric
LG&E
KU

Weighted Average
Interest Rate
—%
0.16%
0.20%
0.19%

Total

$

$

September 30, 2020
Commercial
Paper
Capacity
Issuances
1,500 $
—
650
280
350
206
350
139
2,850 $
625

(PPL Electric, LKE, LG&E, and KU)
See Note 12 for discussion of intercompany borrowings.
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$

$

Unused
Capacity
1,500
370
144
211
2,225

December 31, 2019
Weighted Commercial
Average
Paper
Interest Rate
Issuances
2.13%
$
450
—
2.07%
238
2.02%
150
$
838
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Long-term Debt
(PPL)
In April 2020, PPL Capital Funding entered into a $100 million term loan credit facility expiring in March 2022 and borrowed the full principal amount
under the facility at an initial interest rate of 1.72%. The applicable interest rate on borrowings fluctuates periodically and is based on LIBOR plus a spread.
The proceeds were used to repay short-term debt and for general corporate purposes.
In April 2020, PPL Capital Funding issued $1 billion of 4.125% Senior Notes due 2030. PPL Capital Funding received proceeds of $993 million, net of a
discount and underwriting fees, which were used to repay short-term debt and for general corporate purposes.
PPL has guaranteed PPL Capital Funding's obligations under the credit agreement and notes.
In October 2020, WPD (South Wales) issued £250 million of 1.625% Senior Notes due 2035. WPD (South Wales) received proceeds of £247 million which
equated to $319 million at the time of issuance, net of fees and a discount. The proceeds will be used to repay the £150 million of 9.25% Notes due in
November 2020 and for general corporate purposes.
(PPL and PPL Electric)
In October 2020, PPL Electric issued $250 million of First Mortgage Bonds, Floating Rate Series due 2023. PPL Electric received proceeds of
$249 million, net of discounts and underwriting fees, which will be used to repay short-term debt and for general corporate purposes.
In October 2020, the Pennsylvania Economic Development Financing Authority (PEDFA) remarketed $90 million of Pollution Control Revenue Refunding
Bonds, Series 2008 (PPL Electric Utilities Corporation Project) due 2023, previously issued on behalf of PPL Electric. The bonds were remarketed at a
long-term rate and will bear interest at 0.40% through their maturity date of October 1, 2023.
(PPL and LKE)
In August 2020, LKE redeemed $475 million of 3.75% senior notes due November 2020.
(PPL, LKE and LG&E)
In September 2020, the County of Trimble, Kentucky remarketed $125 million of Pollution Control Revenue Refunding Bonds, 2016 Series A due 2044
previously issued on behalf of LG&E. The bonds were remarketed at a long-term rate and will bear interest at 1.30% through their mandatory purchase date
of September 1, 2027.
In September 2020, the Louisville/Jefferson County Metro Government of Kentucky remarketed $23 million of Pollution Control Revenue Bonds, 2001
Series A due 2026 on behalf of LG&E. The bonds were remarketed at a long-term rate and will bear interest at 0.90% through their maturity date of
September 1, 2026.
(PPL, LKE and KU)
In June 2020, KU issued $500 million of 3.30% First Mortgage Bonds due 2050. KU received proceeds of $493 million, net of discounts and underwriting
fees, which were initially used to repay short-term debt and for other general corporate purposes, pending application to the redemption of KU’s 3.25%
First Mortgage Bonds in August 2020.
In August 2020, KU redeemed $500 million of 3.25% First Mortgage Bonds due November 2020.

49

Table of Contents
Equity Securities
ATM Program
In February 2018, PPL entered into an equity distribution agreement, pursuant to which PPL may sell, from time to time, up to an aggregate of $1.0 billion
of its common stock through an at-the-market offering program, including a forward sales component. The compensation paid to the selling agents by PPL
may be up to 2% of the gross offering proceeds of the shares. There were no issuances under the ATM program for the nine months ended September 30,
2020.
Distributions
In August 2020, PPL declared a quarterly common stock dividend, payable October 1, 2020, of 41.5 cents per share (equivalent to $1.66 per annum).
Future dividends, declared at the discretion of the Board of Directors, will depend upon future earnings, cash flows, financial and legal requirements and
other factors.
9. Acquisitions, Development and Divestitures
(PPL)
On August 10, 2020, PPL announced that it has initiated a formal process to sell its U.K. utility business. PPL noted that there can be no assurance of any
specific outcome, including whether the sale process will result in the completion of any potential transaction, the timing or terms thereof, the value or
benefits that may be realized or the effect that any potential transaction will have on future financial results.
As a result of the potential sale, PPL assessed the recoverability of the assets of its U.K. utility business. PPL prepared a probability-weighted undiscounted
cash flow estimate as of September 30, 2020 that considered the likelihood of the possible outcomes of the sale process, including the possibility of not
selling the U.K. utility business. The resulting cash flow analysis exceeded the carrying value of the assets of the U.K. utility business. A change in the
possible outcomes of the sale process could result in the carrying value of the assets of the U.K. utility business not being recoverable, which could result in
an impairment in future periods. The U.K. utility business will continue to be classified as held and used until it meets the criteria to be classified as held
for sale, which includes management obtaining a commitment to a plan to sell from its Board of Directors.
Should the U.K. utility business meet the criteria to be classified as held for sale in a future period, PPL will be required at that time to compare the
estimated fair value of its investment in the U.K. utility business, less costs to sell, to its carrying value for impairment purposes. The measurement of
PPL’s carrying value of the U.K. utility business will include the realization of accumulated other comprehensive losses, which could arise from currency
translation adjustments and defined benefit plans associated with the U.K. utility business.
10. Defined Benefits
(PPL, LKE and LG&E)
Certain net periodic defined benefit costs are applied to accounts that are further distributed among capital, expense, regulatory assets and regulatory
liabilities, including certain costs allocated to applicable subsidiaries for plans sponsored by PPL Services and LKE. Following are the net periodic defined
benefit costs (credits) of the plans sponsored by PPL and its subsidiaries, LKE, and LG&E for the periods ended September 30:
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Pension Benefits
Three Months

Nine Months

U.S.
2020
PPL
Service cost
Interest cost
Expected return on plan assets
Amortization of:

$

Prior service cost
Actuarial loss
Net periodic defined benefit costs (credits)
before settlements
Settlements (a)
Net periodic defined benefit costs (credits)
(a)

$

U.K.
2019

14
35
(62)

$

2020
13
41
(62)

$

U.S.
2019

22
36
(155)

$

U.K.

2020
17
45
(144)

$

2019
42
109
(185)

1

$

2020
38
123
(184)

$

2019
66
107
(464)

$

51
140
(442)

1

3
23

2
15

1
52

22

7
67

6
42

1
158

69

13
13
26

9
—
9

(44)
—
(44)

(59)
—
(59)

40
13
53

25
1
26

(132)
—
(132)

(181)
—
(181)

$

$

$

$

$

$

$

Due to the amount of lump sum payment distributions from the LKE qualified pension plan, an estimated settlement charge of $13 million for the three and nine months ended September
30, 2020 was incurred. In accordance with existing regulatory accounting treatment, LG&E and KU have primarily maintained the settlement charge in regulatory assets to be amortized
over fifteen years. The portion of the settlement attributed to LKE's unregulated operations has been charged to expense.
Pension Benefits
Three Months
2020

LKE
Service cost
Interest cost
Expected return on plan assets
Amortization of:
Prior service cost
Actuarial loss (a)
Net periodic defined benefit costs (credits) before settlements
Settlements (b)

$

$

Net periodic defined benefit costs (credits) (c)

Nine Months
2019

6
14
(25)
2
11
8
13
21

$

$

2020
5
16
(25)
2
7
5
—
5

2019

$

18
43
(75)

$

6
30
22
13
35

$

16
49
(76)
6
17
12
—
12

$

(a) As a result of treatment approved by the KPSC, the difference between actuarial loss calculated in accordance with LKE's accounting policy and actuarial loss calculated using a 15-year
amortization period was $3 million and $9 million for the three and nine months ended September 30, 2020 and $2 million and $3 million for the three and nine months ended September
30, 2019. This difference is recorded as a regulatory asset.
(b) Due to the amount of lump sum payment distributions from the LKE qualified pension plan, an estimated settlement charge of $13 million for the three and nine months ended September 30,
2020 was incurred. In accordance with existing regulatory accounting treatment, LG&E and KU have primarily maintained the settlement charge in regulatory assets to be amortized over
fifteen years. The portion of the settlement attributed to LKE's unregulated operations has been charged to expense.
(c) Due to the amount of lump sum payment distributions from the LG&E qualified pension plan, a settlement charge of $5 million for the three and nine months ended September 30, 2019
was incurred. In accordance with existing regulatory accounting treatment, LG&E maintained the settlement charge in regulatory assets. The amount is being amortized over fifteen years.
Pension Benefits

LG&E
Service cost
Interest cost
Expected return on plan assets
Amortization of:
Prior service cost
Actuarial loss (b)

$

$

Net periodic defined benefit costs (c)
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Three Months

Nine Months

2019 (a)

2019 (a)
—
2
(5)
1
4
2

$

$

1
8
(16)
4
7
4

Table of Contents
(a) The pension plans sponsored by LKE and LG&E were merged effective January 1, 2020 into the LG&E and KU Pension Plan, sponsored by LKE.
(b) As a result of treatment approved by the KPSC, the difference between actuarial loss calculated in accordance with LG&E's accounting policy and actuarial loss calculated using a 15-year
amortization period was $1 million and $2 million for the three and nine months ended September 30, 2019. This difference is recorded as a regulatory asset.
(c) Due to the amount of lump sum payment distributions from the LG&E qualified pension plan, a settlement charge of $5 million for the three and nine months ended September 30, 2019 was
incurred. In accordance with existing regulatory accounting treatment, LG&E maintained the settlement charge in regulatory assets. The amount is being amortized over fifteen years.
Other Postretirement Benefits
Three Months
Nine Months
2020
2019
2020
2019
PPL
Service cost
Interest cost
Expected return on plan assets
Amortization of:
Prior service cost
Actuarial loss

$

2
4
(5)
—
—
1

$

Net periodic defined benefit costs
LKE
Service cost
Interest cost
Expected return on plan assets
Amortization of:
Prior service cost
Actuarial gain

$

1
2
(2)
1
(1)
1

$

Net periodic defined benefit costs

$

2
5
(5)
—
1
3

$

$

1
2
(2)
—
—
1

$

$

5
14
(16)
1
—
4

$

$

3
6
(7)
1
(1)
2

$

$

4
16
(14)
—
1
7

$

$

3
6
(6)
1
(1)
3

$

(PPL Electric, LG&E and KU)
PPL Electric is allocated costs of defined benefit plans sponsored by PPL Services and LG&E and KU are allocated costs of defined benefit plans
sponsored by LKE. LG&E and KU are also allocated costs of defined benefit plans from LKS for defined benefit plans sponsored by LKE. See Note 12 for
additional information on costs allocated to LG&E and KU from LKS. These allocations are based on participation in those plans, which management
believes are reasonable. For the periods ended September 30, PPL Services allocated the following net periodic defined benefit costs to PPL Electric, and
LKE allocated the following net periodic defined benefit costs to LG&E and KU:
Three Months
2020
PPL Electric
LG&E (a)
KU

$

Nine Months
2019

3
9
4

$

2020
3
1
—

$

2019
9
14
5

$

8
3
—

(a) Allocations to LG&E increased in 2020 primarily due to the merger of plans sponsored by LKE and LG&E effective January 1, 2020 into the LG&E and KU Pension Plan.

(All Registrants)
The non-service cost components of net periodic defined benefit costs (credits) (interest cost, expected return on plan assets, amortization of prior service
cost and amortization of actuarial gain and loss) are presented in "Other Income (Expense) - net" on the Statements of Income. See Note 13 for additional
information.
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Cash Flows - U.S. Pension Plans
(PPL, LKE and LG&E)
During the nine months ended September 30, 2020, LKE contributed $22 million to its pension plans. LKE anticipates making $23 million in additional
contributions in the fourth quarter of 2020.
11. Commitments and Contingencies
Legal Matters
(All Registrants)
PPL and its subsidiaries are involved in legal proceedings, claims and litigation in the ordinary course of business. PPL and its subsidiaries cannot predict
the outcome of such matters, or whether such matters may result in material liabilities, unless otherwise noted.
Talen Litigation (PPL)
Background
In September 2013, one of PPL's former subsidiaries, PPL Montana entered into an agreement to sell its hydroelectric generating facilities. In June 2014,
PPL and PPL Energy Supply, the parent company of PPL Montana, entered into various definitive agreements with affiliates of Riverstone to spin off PPL
Energy Supply and ultimately combine it with Riverstone's competitive power generation businesses to form a stand-alone company named Talen Energy.
In November 2014, after executing the spinoff agreements but prior to the closing of the spinoff transaction, PPL Montana closed the sale of its
hydroelectric generating facilities. Subsequently, on June 1, 2015, the spinoff of PPL Energy Supply was completed. Following the spinoff transaction, PPL
had no continuing ownership interest in or control of PPL Energy Supply. In connection with the spinoff transaction, PPL Montana became Talen Montana,
LLC (Talen Montana), a subsidiary of Talen Energy. Talen Energy Marketing also became a subsidiary of Talen Energy as a result of the June 2015 spinoff
of PPL Energy Supply. Talen Energy has owned and operated both Talen Montana and Talen Energy Marketing since the spinoff. At the time of the spinoff,
affiliates of Riverstone acquired a 35% ownership interest in Talen Energy. Riverstone subsequently acquired the remaining interests in Talen Energy in a
take private transaction in December 2016.
Talen Montana Retirement Plan and Talen Energy Marketing, LLC, Individually and on Behalf of All Others Similarly Situated v. PPL
Corporation et al.
On October 29, 2018, Talen Montana Retirement Plan and Talen Energy Marketing filed a putative class action complaint on behalf of current and
contingent creditors of Talen Montana who allegedly suffered harm or allegedly will suffer reasonably foreseeable harm as a result of a November 2014
distribution of proceeds from the sale of then-PPL Montana's hydroelectric generating facilities. The action was filed in the Sixteenth Judicial District of
the State of Montana, Rosebud County, against PPL and certain of its affiliates and current and former officers and directors (Talen Putative Class Action).
Plaintiff asserts claims for, among other things, fraudulent transfer, both actual and constructive; recovery against subsequent transferees; civil conspiracy;
aiding and abetting tortious conduct; and unjust enrichment. Plaintiff is seeking avoidance of the purportedly fraudulent transfer, unspecified damages,
including punitive damages, the imposition of a constructive trust, and other relief. In December 2018, PPL removed the Talen Putative Class Action from
the Sixteenth Judicial District of the State of Montana to the United States District Court for the District of Montana, Billings Division (MT Federal Court).
In January 2019, the plaintiff moved to remand the Talen Putative Class Action back to state court, and dismissed without prejudice all current and former
PPL Corporation directors from the case. In September 2019, the MT Federal Court granted plaintiff's motion to remand the case back to state court.
Although, the PPL defendants petitioned the Ninth Circuit Court of Appeals to grant an appeal of the remand decision, in November 2019, the Ninth
Circuit Court of Appeals denied that request and in December 2019, Talen Montana Retirement Plan filed a Second Amended Complaint in the Sixteenth
Judicial District of the State of Montana, Rosebud County, which removed Talen Energy Marketing as a plaintiff. In January 2020, PPL defendants filed a
motion to dismiss the Second Amended Complaint or, in the alternative, to stay the proceedings pending the resolution of the below mentioned Delaware
Action. The Court held a hearing on June 24, 2020 regarding the motion to dismiss. On September 11, 2020, the Court granted PPL defendants' alternative
Motion for a Stay of the proceedings.
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PPL Corporation et al. vs. Riverstone Holdings LLC, Talen Energy Corporation et al.
On November 30, 2018, PPL, certain PPL affiliates, and certain current and former officers and directors (PPL plaintiffs) filed a complaint in the Court of
Chancery of the State of Delaware seeking various forms of relief against Riverstone, Talen Energy and certain of their affiliates (Delaware Action), in
response to and as part of the defense strategy for an action filed by Talen Montana, LLC (the Talen Direct Action, since dismissed) and the Talen Putative
Class Action described above (together, the Montana Actions) originally filed in Montana state court in October 2018. In the complaint, the PPL plaintiffs
ask the Delaware Court of Chancery for declaratory and injunctive relief. This includes a declaratory judgment that, under the separation agreement
governing the spinoff of PPL Energy Supply, all related claims that arise must be heard in Delaware; that the statute of limitations in Delaware and the
spinoff agreement bar these claims at this time; that PPL is not liable for the claims in either the Talen Direct Action or the Talen Putative Class Action as
PPL Montana was solvent at all relevant times; and that the separation agreement requires that Talen Energy indemnify PPL for all losses arising from the
debts of Talen Montana, among other things. PPL's complaint also seeks damages against Riverstone for interfering with the separation agreement and
against Riverstone affiliates for breach of the implied covenant of good faith and fair dealing. The complaint was subsequently amended on January 11,
2019 and March 20, 2019, to include, among other things, claims related to indemnification with respect to the Montana Actions, request a declaration that
the Montana Actions are time-barred under the spinoff agreements, and allege additional facts to support the tortious interference claim. In April 2019, the
defendants filed motions to dismiss the amended complaint. In July 2019, the Court heard oral arguments from the parties regarding the motions to dismiss,
and in October 2019, the Delaware Court of Chancery issued an opinion sustaining all of the PPL plaintiffs' claims except for the claim for breach of
implied covenant of good faith and fair dealing. As a result of the dismissal of the Talen Direct Action in December 2019, in January 2020, Talen Energy
filed a new motion to dismiss five of the remaining eight claims in the amended complaint. The Court heard oral argument on the motion to dismiss on
May 28, 2020, and on June 22, 2020, issued an opinion denying the motion in its entirety. Discovery is proceeding, and a trial has been scheduled for June
2021.
With respect to each of the Talen-related matters described above, PPL believes that the 2014 distribution of proceeds was made in compliance with all
applicable laws and that PPL Montana was solvent at all relevant times. Additionally, the agreements entered into in connection with the spinoff, which
PPL and affiliates of Talen Energy and Riverstone negotiated and executed prior to the 2014 distribution, directly address the treatment of the proceeds
from the sale of PPL Montana's hydroelectric generating facilities; in those agreements, Talen Energy and Riverstone definitively agreed that PPL was
entitled to retain the proceeds.
PPL believes that it has meritorious defenses to the claims made in the Talen Putative Class Action and intends to continue to vigorously defend against
this action. The Talen Putative Class Action and the Delaware Action are both in early stages of litigation; at this time, PPL cannot predict the outcome of
these matters or estimate the range of possible losses, if any, that PPL might incur as a result of the claims, although they could be material.
(PPL, LKE and LG&E)
Cane Run Environmental Claims
In December 2013, six residents, on behalf of themselves and others similarly situated, filed a class action complaint against LG&E and PPL in the U.S.
District Court for the Western District of Kentucky (U.S. District Court) alleging violations of the Clean Air Act, RCRA, and common law claims of
nuisance, trespass and negligence. In July 2014, the U.S. District Court
dismissed the RCRA claims and all but one Clean Air Act claim, but declined to dismiss the common law tort claims. In February 2017, the U.S. District
Court dismissed PPL as a defendant and dismissed the final federal claim against LG&E, and in April 2017, issued an Order declining to exercise
supplemental jurisdiction on the state law claims dismissing the case in its entirety. In June 2017, the plaintiffs filed a class action complaint in Jefferson
County, Kentucky Circuit Court, against LG&E alleging state law nuisance, negligence and trespass tort claims. The plaintiffs seek compensatory and
punitive damages for alleged property damage due to purported plant emissions on behalf of a class of residents within one to three miles of the plant. On
January 8, 2020, the Jefferson Circuit Court issued an order denying the plaintiffs’ request for class certification. On January 14, 2020, the plaintiffs filed a
notice of appeal in the Kentucky Court of Appeals with oral arguments scheduled for November 17, 2020. PPL, LKE and LG&E cannot predict the
outcome of this matter and an estimate or range of possible losses cannot be determined.
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(PPL, LKE and KU)
E.W. Brown Environmental Claims
In July 2017, the Kentucky Waterways Alliance and the Sierra Club filed a citizen suit complaint against KU in the U.S. District Court for the Eastern
District of Kentucky (U.S. District Court) alleging discharges at the E.W. Brown plant in violation of the Clean Water Act and the plant's water discharge
permit, and alleging contamination that may present an imminent and substantial endangerment in violation of the RCRA. The plaintiffs' suit relates to
prior notices of intent to file a citizen suit submitted in October and November 2015 and October 2016. These plaintiffs sought injunctive relief ordering
KU to take all actions necessary to comply with the Clean Water Act and RCRA, including ceasing the discharges in question, abating effects associated
with prior discharges and eliminating the alleged imminent and substantial endangerment. These plaintiffs also sought assessment of civil penalties and an
award of litigation costs and attorney fees. In December 2017, the U.S. District Court issued an Order dismissing the Clean Water Act and RCRA
complaints against KU in their entirety. In January 2018, the plaintiffs appealed the dismissal Order to the U.S. Court of Appeals for the Sixth Circuit. In
September 2018, the U.S. Court of Appeals for the Sixth Circuit issued its ruling affirming the lower court's decision to dismiss the Clean Water Act claims
but reversing its dismissal of the RCRA claims against KU and remanding the latter to the U.S. District Court. In October 2018, KU filed a petition for
rehearing to the U.S. Court of Appeals for the Sixth Circuit regarding the RCRA claims. In November 2018, the U.S. Court of Appeals for the Sixth Circuit
denied KU's petition for rehearing regarding the RCRA claims. In January 2019, KU filed an answer to plaintiffs’ complaint in the U.S. District Court. A
trial has been scheduled to begin in February 2021. PPL, LKE and KU cannot predict the outcome of these matters and an estimate or range of possible
losses cannot be determined.
KU is undertaking extensive remedial measures at the E.W. Brown plant including work preparing for closure of the former ash pond, implementation of a
groundwater remedial action plan and performance of a corrective action plan including aquatic study of adjacent surface waters and risk assessment. The
aquatic study and risk assessment are being undertaken pursuant to a 2017 agreed Order with the Kentucky Energy and Environment Cabinet (KEEC). KU
conducted sampling of Herrington Lake in 2017 and 2018. In June 2019, KU submitted to the KEEC the required aquatic study and risk assessment,
conducted by an independent third-party consultant, finding that discharges from the E.W. Brown plant have not had any significant impact on Herrington
Lake and that the water in the lake is safe for recreational use and meets safe drinking water standards. However, until the KEEC assesses the study and
issues any regulatory determinations, PPL, LKE and KU are unable to determine whether additional remedial measures will be required at the E.W. Brown
plant.
Air
Sulfuric Acid Mist Emissions (PPL, LKE and LG&E)
In June 2016, the EPA issued a notice of violation under the Clean Air Act alleging that LG&E violated applicable rules relating to sulfuric acid mist
emissions at its Mill Creek plant. The notice alleges failure to install proper controls, failure to operate the facility consistent with good air pollution control
practice, and causing emissions exceeding applicable requirements or constituting a nuisance or endangerment. LG&E believes it has complied with
applicable regulations during the relevant time period. On July 31, 2020, the U.S. Department of Justice filed a complaint in the U.S. District Court for the
Western District of Kentucky alleging violations specified in the EPA notice of violation and seeking civil penalties and injunctive relief. In October 2020,
LG&E filed a motion to dismiss the complaint. In October 2020, the U.S. Department of Justice indicated plans to file an amended complaint, as authorized
by an agreed order of the court and parties. PPL, LKE and LG&E are unable to predict the outcome of this matter or the potential impact on operations of
the Mill Creek plant, including increased capital or operating costs, and potential civil penalties or remedial measures, if any. An estimate or range of
possible losses cannot be determined.
Water/Waste
(PPL, LKE, LG&E and KU)
ELGs
In 2015, the EPA finalized ELGs for wastewater discharge permits for new and existing steam electricity generating facilities. These guidelines require
deployment of additional control technologies providing physical, chemical and biological treatment and mandate operational changes including "no
discharge" requirements for certain wastewaters. The implementation date for individual generating stations was to be determined by the states on a caseby-case basis according to criteria provided by the
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EPA. Legal challenges to the final rule were consolidated before the U.S. Court of Appeals for the Fifth Circuit. In April 2017, the EPA announced that it
would grant petitions for reconsideration of the rule. In September 2017, the EPA issued a rule to postpone the compliance date for certain requirements.
On October 13, 2020, the EPA published final revisions to its best available technology standards for certain wastewaters and potential extensions to
compliance dates. The rule will be implemented by the states or applicable permitting authorities in the course of their normal permitting activities. LG&E
and KU have developed responsive compliance strategies and schedules. Certain aspects of these compliance plans and estimates relate to developments in
state water quality standards, which are separate from the ELG rule or its implementation. Certain costs are included in the Registrants' capital plans and
expected to be recovered from customers through rate recovery mechanisms, but additional costs and recovery will depend on further regulatory
developments at the state level. See Note 7 for additional information regarding LG&E’s and KU’s applications for ECR rate treatment of construction
costs relating to regulations addressing ELGs.
CCRs
In 2015, the EPA issued a final rule governing management of CCRs which include fly ash, bottom ash and sulfur dioxide scrubber wastes. The CCR Rule
imposes extensive new requirements for certain CCR impoundments and landfills, including public notifications, location restrictions, design and operating
standards, groundwater monitoring and corrective action requirements, and closure and post-closure care requirements, and specifies restrictions relating to
the beneficial use of CCRs. In July 2018, the EPA issued a final rule extending the deadline for closure of certain impoundments and adopting other
substantive changes. In August 2018, the D.C. Circuit Court of Appeals vacated and remanded portions of the CCR Rule. In December 2019, the EPA
addressed the deficiencies identified by the court and proposed amendments to change the closure deadline. In August 2020, the EPA published a final rule
extending the deadline to initiate closure to April 11, 2021, while providing for certain extensions. EPA has announced that additional amendments to the
rule are planned. PPL, LKE, LG&E and KU are unable to predict the outcome of the ongoing litigation and rulemaking or potential impacts on current
LG&E and KU compliance plans. The Registrants are currently finalizing closure plans and schedules.
In January 2017, Kentucky issued a new state rule relating to CCR management, effective May 2017, aimed at reflecting the requirements of the federal
CCR rule. As a result of a subsequent legal challenge, in January 2018, the Franklin County, Kentucky Circuit Court issued an opinion invalidating certain
procedural elements of the rule. LG&E and KU presently operate their facilities under continuing permits authorized under the former program and do not
currently anticipate material impacts as a result of the judicial ruling. The Kentucky Energy and Environmental Cabinet has announced it intends to
propose new state rules aimed at addressing procedural deficiencies identified by the court and providing the regulatory framework necessary for operation
of the state program in lieu of the federal CCR Rule. Associated costs are expected to be subject to rate recovery.
LG&E and KU received KPSC approval for a compliance plan providing for the closure of impoundments at the Mill Creek, Trimble County, E.W. Brown,
and Ghent stations, and construction of process water management facilities at those plants. In addition to the foregoing measures required for compliance
with the federal CCR rule, KU also received KPSC approval for its plans to close impoundments at the retired Green River, Pineville and Tyrone plants to
comply with applicable state law. Since 2017, LG&E and KU have commenced closure of many of the subject impoundments and have completed closure
of some of their smaller impoundments. LG&E and KU expect to commence closure of the remaining impoundments no later than April 2021. LG&E and
KU generally expect to complete impoundment closures within five years of commencement, although a longer period may be required to complete closure
of some facilities. Associated costs are expected to be subject to rate recovery.
In connection with the final CCR rule, LG&E and KU recorded adjustments to existing AROs beginning in 2015 and continue to record adjustments as
required. See Note 16 for additional information. Further changes to AROs, current capital plans or operating costs may be required as estimates are refined
based on closure developments, groundwater monitoring results, and regulatory or legal proceedings. Costs relating to this rule are subject to rate recovery.
(All Registrants)
and Other Remediation
-Superfund
---------------PPL Electric, LG&E and KU are potentially responsible for investigating and remediating contamination under the federal Superfund program and similar
state programs. Actions are under way at certain sites including former coal gas manufacturing plants in Pennsylvania and Kentucky previously owned or
operated by, or currently owned by predecessors or affiliates of, PPL Electric, LG&E and KU. PPL Electric is potentially responsible for a share of cleanup costs at certain sites including the
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Columbia Gas Plant site and the Brodhead site. Clean-up actions have been or are being undertaken at all of these sites, the costs of which have not been
and are not expected to be significant to PPL Electric.
As of September 30, 2020 and December 31, 2019, PPL Electric had a recorded liability of $10 million representing its best estimate of the probable loss to
be incurred to remediate the sites identified above. Depending on the outcome of investigations at identified sites where investigations have not begun or
been completed, or developments at sites for which information is incomplete, additional costs of remediation could be incurred. PPL Electric, LG&E and
KU lack sufficient information about such additional sites to estimate any potential liability or range of reasonably possible losses, if any, related to these
sites. Such costs, however, are not currently expected to be significant.
The EPA is evaluating the risks associated with polycyclic aromatic hydrocarbons and naphthalene, chemical by-products of coal gas manufacturing. As a
result, individual states may establish stricter standards for water quality and soil cleanup, that could require several PPL subsidiaries to take more
extensive assessment and remedial actions at former coal gas manufacturing plants. PPL, PPL Electric, LKE, LG&E and KU cannot estimate a range of
possible losses, if any, related to these matters.
Regulatory Issues (All Registrants)
See Note 7 for information on regulatory matters related to utility rate regulation.
Electricity - Reliability Standards
The NERC is responsible for establishing and enforcing mandatory reliability standards (Reliability Standards) regarding the bulk electric system in North
America. The FERC oversees this process and independently enforces the Reliability Standards.
The Reliability Standards have the force and effect of law and apply to certain users of the bulk electric system, including electric utility companies,
generators and marketers. Under the Federal Power Act, the FERC may assess civil penalties for certain violations.
PPL Electric, LG&E and KU monitor their compliance with the Reliability Standards and self-report or self-log potential violations of applicable reliability
requirements whenever identified, and submit accompanying mitigation plans, as required. The resolution of a small number of potential violations is
pending. Penalties incurred to date have not been significant. Any Regional Reliability Entity determination concerning the resolution of violations of the
Reliability Standards remains subject to the approval of the NERC and the FERC.
In the course of implementing their programs to ensure compliance with the Reliability Standards by those PPL affiliates subject to the standards, certain
other instances of potential non-compliance may be identified from time to time. The Registrants cannot predict the outcome of these matters, and an
estimate or range of possible losses cannot be determined.
Other
Labor Union Agreements
(LKE and KU)
In August 2020, KU and the United Steelworkers of America ratified a three-year labor agreement through August 2023. The agreement covers
approximately 48 employees. The terms of the new labor agreement are not expected to have a significant impact on the financial results of LKE or KU.
(LKE and LG&E)
On November 4, 2020, LG&E and the IBEW reached an agreement in principle regarding a new three-year collective bargaining agreement. The proposed
agreement is to be submitted to a vote of IBEW union members during early November 2020. The agreement covers approximately 640 employees. The
terms of the proposed labor agreement are not expected to have a significant impact on the financial results of LKE or LG&E. The Registrants cannot
predict the ultimate outcome of this matter.
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Guarantees and Other Assurances
(All Registrants)
In the normal course of business, the Registrants enter into agreements that provide financial performance assurance to third parties on behalf of certain
subsidiaries. Such agreements include, for example, guarantees, stand-by letters of credit issued by financial institutions and surety bonds issued by
insurance companies. These agreements are entered into primarily to support or enhance the creditworthiness attributed to a subsidiary on a stand-alone
basis or to facilitate the commercial activities in which these subsidiaries engage.
(PPL)
PPL fully and unconditionally guarantees all of the debt securities of PPL Capital Funding.
(All Registrants)
The table below details guarantees provided as of September 30, 2020. "Exposure" represents the estimated maximum potential amount of future payments
that could be required to be made under the guarantee. The probability of expected payment/performance under each of these guarantees is remote except
for "WPD guarantee of pension and other obligations of unconsolidated entities," for which PPL has a total recorded liability of $5 million at
September 30, 2020 and December 31, 2019. For reporting purposes, on a consolidated basis, all guarantees of PPL Electric, LKE, LG&E and KU also
apply to PPL, and all guarantees of LG&E and KU also apply to LKE.
Exposure at September 30,
2020
PPL
WPD indemnifications for entities in liquidation and sales of assets

$

WPD guarantee of pension and other obligations of unconsolidated entities

10 (a)

Expiration
Date
2022

90 (b)

LKE
Indemnification of lease termination and other divestitures

200 (c)

2021

LG&E and KU
LG&E and KU obligation of shortfall related to OVEC
(a)

(b)

(c)

(d)

(d)

Indemnification to the liquidators and certain others for existing liabilities or expenses or liabilities arising during the liquidation process. The indemnifications are limited to distributions
made from the subsidiary to its parent either prior or subsequent to liquidation or are not explicitly stated in the agreements. The indemnifications generally expire two to seven years
subsequent to the date of dissolution of the entities. The exposure noted only includes those cases where the agreements provide for specific limits.
In connection with their sales of various businesses, WPD and its affiliates have provided the purchasers with indemnifications that are standard for such transactions, including
indemnifications for certain pre-existing liabilities and environmental and tax matters or have agreed to continue their obligations under existing third-party guarantees, either for a set
period of time following the transactions or upon the condition that the purchasers make reasonable efforts to terminate the guarantees. Additionally, WPD and its affiliates remain
secondarily responsible for lease payments under certain leases that they have assigned to third parties.
Relates to certain obligations of discontinued or modified electric associations that were guaranteed at the time of privatization by the participating members. Costs are allocated to the
members and can be reallocated if an existing member becomes insolvent. At September 30, 2020, WPD has recorded an estimated discounted liability for which the expected
payment/performance is probable. Neither the expiration date nor the maximum amount of potential payments for certain obligations is explicitly stated in the related agreements, and as a
result, the exposure has been estimated.
LKE provides certain indemnifications covering the due and punctual payment, performance and discharge by each party of its respective obligations. The most comprehensive of these
guarantees is the LKE guarantee covering operational, regulatory and environmental commitments and indemnifications made by WKE under a 2009 Transaction Termination Agreement.
This guarantee has a term of 12 years ending July 2021, and a maximum exposure of $200 million exclusive of certain items such as government fines and penalties that may exceed the
maximum. Additionally, LKE has indemnified various third parties related to historical obligations for other divested subsidiaries and affiliates. The indemnifications vary by entity and the
maximum exposures range from being capped at the sale price to no specified maximum. LKE could be required to perform on these indemnifications in the event of covered losses or
liabilities being claimed by an indemnified party. LKE cannot predict the ultimate outcomes of the various indemnification scenarios, but does not expect such outcomes to result in
significant losses above the amounts recorded.
Pursuant to the OVEC power purchase contract, LG&E and KU are obligated to pay for their share of OVEC's excess debt service, post-retirement and decommissioning costs, as well as
any shortfall from amounts included within a demand charge designed and expected to cover these costs over the term of the contract. LKE's proportionate share of OVEC's outstanding
debt was $105 million at September 30, 2020, consisting of LG&E's share of $73 million and KU's share of $32 million. The maximum exposure and the expiration date of these potential
obligations are not presently determinable. See "Energy Purchase Commitments" in Note 13 in PPL's, LKE's, LG&E's and KU's 2019 Form 10-K for additional information on the OVEC
power purchase contract.
In March 2018, a sponsor with a 4.85% pro-rata share of OVEC obligations filed for bankruptcy under Chapter 11 and, in August 2018, received a rejection order for the OVEC power
purchase contract in the bankruptcy proceeding. OVEC and other entities challenged the contract rejection, the
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bankruptcy plan confirmation and regulatory aspects of the plan in various forums. In May 2020, OVEC and the relevant sponsor announced a settlement resolving all disputed matters in
the bankruptcy and other proceedings, including providing that the sponsor will withdraw its request to reject the power purchase agreement. The settlement was implemented in July 2020.
Periodically, OVEC and certain of its sponsors, including LG&E and KU, may consider certain potential additional credit support actions to preserve OVEC's access to credit markets,
including establishing or continuing debt reserve accounts or other changes involving OVEC's existing short and long-term debt.

The Registrants provide other miscellaneous guarantees through contracts entered into in the normal course of business. These guarantees are primarily in
the form of indemnification or warranties related to services or equipment and vary in duration. The amounts of these guarantees often are not explicitly
stated, and the overall maximum amount of the obligation under such guarantees cannot be reasonably estimated. Historically, no significant payments
have been made with respect to these types of guarantees and the probability of payment/performance under these guarantees is remote.
PPL, on behalf of itself and certain of its subsidiaries, maintains insurance that covers liability assumed under contract for bodily injury and property
damage. The coverage provides maximum aggregate coverage of $225 million. This insurance may be applicable to obligations under certain of these
contractual arrangements.
Risks and Uncertainties (All Registrants)
The COVID-19 pandemic has disrupted the U.S. and global economies and continues to present extraordinary challenges to businesses, communities,
workforces and markets. In the U.S. and throughout the world, governmental authorities have taken urgent and extensive actions to contain the spread of
the virus and mitigate known or foreseeable impacts. In the Registrants’ service territories, mitigation measures have included quarantines, stay-at-home
orders, travel restrictions, reduced operations or closures of businesses, schools and governmental agencies, and legislative or regulatory actions to address
health or other pandemic-related concerns, all of which have the potential to adversely impact the Registrants' business and operations, especially if these
measures remain in effect for a prolonged period of time.
To date, the Registrants have not experienced a significant impact on their business, results of operations, financial condition, liquidity, operations or on
their supply chain as a result of COVID-19; however, the duration and severity of the outbreak and its ultimate effects on the global economy, the financial
markets, or the Registrants’ workforce, customers and suppliers are uncertain. A protracted slowdown of broad sectors of the economy, prolonged or
pervasive restrictions on businesses and their workforces, or significant changes in legislation or regulatory policy to address the COVID-19 pandemic all
present significant risks to the Registrants. These or other unpredictable events resulting from the pandemic could further reduce customer demand for
electricity and gas, impact the Registrants’ employees and supply chains, result in an increase in certain costs, delay payments or increase bad debts, or
result in changes in the fair value of their assets and liabilities, which could materially and adversely affect the Registrants’ business, results of operations,
financial condition or liquidity.
12. Related Party Transactions
Support Costs (PPL Electric, LKE, LG&E and KU)
PPL Services, PPL EU Services and LKS provide PPL, PPL Electric, LKE, their respective subsidiaries, including LG&E and KU, and each other with
administrative, management and support services. For all services companies, the costs of directly assignable and attributable services are charged to the
respective recipients as direct support costs. General costs that cannot be directly assigned or attributed to a specific entity are allocated and charged to the
respective recipients as indirect support costs. PPL Services and PPL EU Services use a three-factor methodology that includes the applicable recipients'
invested capital, operation and maintenance expenses and number of employees to allocate indirect costs. PPL Services may also use a ratio of overall
direct and indirect costs or a weighted average cost ratio. LKS bases its indirect allocations on the subsidiaries' number of employees, total assets, revenues,
number of customers and/or other statistical information. PPL Services, PPL EU Services and LKS charged the following amounts for the periods ended
September 30, including amounts applied to accounts that are further distributed between capital and expense on the books of the recipients, based on
methods that are believed to be reasonable.
Three Months
2020
PPL Electric from PPL Services
LKE from PPL Services
PPL Electric from PPL EU Services
LG&E from LKS
KU from LKS

$
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Nine Months
2019

11
6
44
43
45

$

2020
14
6
38
37
42

$

2019
37
19
126
125
132

$

43
20
112
112
126
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In addition to the charges for services noted above, LKS makes payments on behalf of LG&E and KU for fuel purchases and other costs for products or
services provided by third parties. LG&E and KU also provide services to each other and to LKS. Billings between LG&E and KU relate to labor and
overheads associated with union and hourly employees performing work for the other company, charges related to jointly-owned generating units and other
miscellaneous charges. Tax settlements between LKE and LG&E and KU are reimbursed through LKS.
Intercompany Borrowings
(PPL Electric)
PPL Energy Funding maintains a $650 million revolving line of credit with a PPL Electric subsidiary. No balance was outstanding at September 30, 2020
and December 31, 2019. The interest rates on borrowings are equal to one-month LIBOR plus a spread. Interest income is reflected in "Interest Income
from Affiliate" on the Income Statements.
(LKE)
LKE maintains a $375 million revolving line of credit with a PPL Energy Funding subsidiary whereby LKE can borrow funds on a short-term basis at
market-based rates. The interest rates on borrowings are equal to one-month LIBOR plus a spread. At September 30, 2020 and December 31, 2019, $153
million and $150 million were outstanding and reflected in "Notes payable with affiliates" on the Balance Sheets. The interest rates on the outstanding
borrowings at September 30, 2020 and December 31, 2019 were 1.66% and 3.20%. Interest expense on the revolving line of credit was $1 million and $4
million for the three and nine months ended September 30, 2020 and $2 million and $5 million for the three and nine months ended September 30, 2019.
LKE maintains an agreement with a PPL affiliate that has a $300 million borrowing limit whereby LKE can loan funds on a short-term basis at marketbased rates. No balance was outstanding at September 30, 2020 and December 31, 2019. The interest rate on the loan is based on the PPL affiliate's credit
rating and equal to one-month LIBOR plus a spread.
LKE maintains ten-year notes of $400 million and $250 million with a PPL affiliate with interest rates of 3.5% and 4%. At September 30, 2020 and
December 31, 2019, the notes were reflected in "Long-term debt to affiliate" on the Balance Sheets. Interest expense on the $400 million note was $4
million and $11 million for the three and nine months ended September 30, 2020 and 2019. Interest expense on the $250 million note was $3 million and
$8 million for the three and nine months ended September 30, 2020 and 2019.
In May 2020, LKE entered into a $450 million term loan credit agreement with a PPL affiliate whereby LKE could borrow funds on a short-term basis at
market-based rates. Interest on borrowings is determined as the lower of the daily rate for 30-day non-financial commercial paper programs plus a spread or
one-month LIBOR plus a spread. The agreement expired on August 31, 2020. No balances were outstanding at September 30, 2020. Interest expense on
borrowings was not significant for the three and nine months ended September 30, 2020.
In August 2020, LKE entered into a ten-year note of $550 million with a PPL affiliate with an interest rate of 4.125%. At September 30, 2020, this note
was reflected in "Long-term debt to affiliate" on the Balance Sheets. Interest expense on the note was $3 million for the three and nine months ended
September 30, 2020.
(LG&E and KU)
LG&E participates in an intercompany money pool agreement whereby LKE and/or KU make available to LG&E funds up to $750 million at an interest
rate based on a market index of commercial paper issues. No balances were outstanding at September 30, 2020 and December 31, 2019.
KU participates in an intercompany money pool agreement whereby LKE and/or LG&E make available to KU funds up to $650 million at an interest rate
based on a market index of commercial paper issues. No balances were outstanding at September 30, 2020 and December 31, 2019.
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VEBA Funds Receivable (PPL Electric)
In May 2018, PPL received a favorable private letter ruling from the IRS permitting a transfer of excess funds from the PPL Bargaining Unit Retiree Health
Plan VEBA to a new subaccount within the VEBA, to be used to pay medical claims of active bargaining unit employees. Based on PPL Electric's
participation in PPL’s Other Postretirement Benefit plan, PPL Electric was allocated a portion of the excess funds from PPL Services. These funds have
been recorded as an intercompany receivable on PPL Electric's Balance Sheets. The receivable balance decreases as PPL Electric pays incurred medical
claims and is reimbursed by PPL Services. The intercompany receivable balance associated with these funds was $27 million as of September 30, 2020, of
which $10 million was reflected in "Accounts receivable from affiliates" and $17 million was reflected in "Other noncurrent assets" on the PPL Electric
Balance Sheet. The intercompany receivable balance associated with these funds was $32 million as of December 31, 2019, of which $10 million was
reflected in "Accounts receivable from affiliates" and $22 million was reflected in "Other noncurrent assets" on the PPL Electric Balance Sheet.
Other (PPL Electric, LG&E and KU)
See Note 10 for discussions regarding intercompany allocations associated with defined benefits.
13. Other Income (Expense) - net
(PPL)
The details of "Other Income (Expense) - net" for the periods ended September 30, were:
Three Months
2020
Other Income
Economic foreign currency exchange contracts (Note 15)
Defined benefit plans - non-service credits (Note 10)
Interest income
AFUDC - equity component
Miscellaneous
Total Other Income
Other Expense
Charitable contributions
Miscellaneous
Total Other Expense

$

(19)
67
1
6
—
55
—
3
3
52

$

Other Income (Expense) - net

Nine Months
2019

$

2020
44
77
3
6
1
131
1
4
5
126

$

$

2019
44
202
3
14
2
265
2
10
12
253

$

$

56
237
12
17
6
328
3
16
19
309

$

(PPL Electric)
The details of "Other Income (Expense) - net" for the periods ended September 30, were:
Three Months
2020
Other Income
AFUDC - equity component
Defined benefit plans - non-service credits (Note 10)
Interest income
Total Other Income
Other Expense
Charitable contributions
Miscellaneous
Total Other Expense

$

$

Other Income (Expense) - net
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Nine Months
2019

6
1
1
8
—
1
1
7

$

$

2020
6
1
—
7
—
—
—
7

$

$

2019
14
3
1
18
1
2
3
15

$

$

17
3
1
21
2
1
3
18
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14. Fair Value Measurements
(All Registrants)
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date (an exit price). A market approach (generally, data from market transactions), an income approach (generally, present value techniques
and option-pricing models) and/or a cost approach (generally, replacement cost) are used to measure the fair value of an asset or liability, as appropriate.
These valuation approaches incorporate inputs such as observable, independent market data and/or unobservable data that management believes are
predicated on the assumptions market participants would use to price an asset or liability. These inputs may incorporate, as applicable, certain risks such as
nonperformance risk, which includes credit risk. The fair value of a group of financial assets and liabilities is measured on a net basis. See Note 1 in each
Registrant's 2019 Form 10-K for information on the levels in the fair value hierarchy.
Recurring Fair Value Measurements
The assets and liabilities measured at fair value were:
September 30, 2020
Level 1
Level 2

Total
PPL
Assets
Cash and cash equivalents
Restricted cash and cash equivalents (a)
Special use funds (a):
Commingled debt fund measured at NAV (b)
Commingled equity fund measured at NAV (b)
Total special use funds
Price risk management assets (c):
Foreign currency contracts
Cross-currency swaps
Total price risk management assets
Total assets
Liabilities
Price risk management liabilities (c):
Interest rate swaps
Foreign currency contracts
Total price risk management liabilities
PPL Electric
Assets
Cash and cash equivalents
Restricted cash and cash equivalents (a)
Total assets
LKE
Assets
Cash and cash equivalents
Cash collateral posted to counterparties (d)
Total assets

$

$

$
$

$
$

$
$

746
22

$

746
22

$

—
—

Level 3

$

—
—

December 31, 2019
Level 1
Level 2

Total

$

815
21

$

815
21

$

—
—

Level 3

$

—
—

27
27
54

—
—
—

—
—
—

—
—
—

29
27
56

—
—
—

—
—
—

—
—
—

42
147
189
1,011

—
—
—
768

42
147
189
189

—
—
—
—

142
154
296
1,188

—
—
—
836

142
154
296
296

—
—
—
—

$

34
1
35

$

26
2
28

$

25
1
26

$

$

$

$

$

—
—
—

$

26
2
28

$

25
1
26

$
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$

$

$

$

34
1
35

$

—
—
—

$

—
—
—

$

$

$

$

$

—
—
—

$

—
—
—

$

—
—
—

$

$

$

$

$

21
5
26

$

262
2
264

$

27
—
27

$

$

$

$

$

—
—
—

$

262
2
264

$

27
—
27

$

$

$

$

$

21
5
26

$

—
—
—

$

—
—
—

$

$

$

$

—
—
—

—
—
—

—
—
—
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September 30, 2020
Level 1
Level 2

Total
Liabilities
Price risk management liabilities:
Interest rate swaps
Total price risk management liabilities
LG&E
Assets
Cash and cash equivalents
Cash collateral posted to counterparties (d)
Total assets
Liabilities
Price risk management liabilities:
Interest rate swaps
Total price risk management liabilities
KU
Assets
Cash and cash equivalents
Total assets
(a)
(b)
(c)
(d)

Level 3

December 31, 2019
Level 1
Level 2

Total

Level 3

$
$

26
26

$
$

—
—

$
$

26
26

$
$

—
—

$
$

21
21

$
$

—
—

$
$

21
21

$
$

—
—

$

$

$

—
—
—

$

$

15
—
15

$

$

15
—
15

$

$

—
—
—

$

$

—
—
—

$

$

10
1
11

$

$

10
1
11

$

—
—
—

$
$

26
26

$
$

—
—

$
$

26
26

$
$

—
—

$
$

21
21

$
$

—
—

$
$

21
21

$
$

—
—

$
$

15
15

$
$

15
15

$
$

—
—

$
$

—
—

$
$

12
12

$
$

12
12

$
$

—
—

$
$

—
—

Current portion is included in "Other current assets" and long-term portion is included in "Other noncurrent assets" on the Balance Sheets.
In accordance with accounting guidance, certain investments that are measured at fair value using net asset value per share (NAV), or its equivalent, have not been classified in the fair value
hierarchy. The fair value amounts presented in the table are intended to permit reconciliation of the fair value hierarchy to the amounts presented in the Balance Sheets.
Current portion is included in "Price risk management assets" and "Other current liabilities" and noncurrent portion is included in "Price risk management assets" and "Other deferred credits
and noncurrent liabilities" on the Balance Sheets.
Included in "Other noncurrent assets" on the Balance Sheets. Represents cash collateral posted to offset the exposure with counterparties related to certain interest rate swaps under master
netting arrangements that are not offset.

Special Use Funds
(PPL)
The special use funds are investments restricted for paying active union employee medical costs. In May 2018, PPL received a favorable private letter
ruling from the IRS permitting a transfer of excess funds from the PPL Bargaining Unit Retiree Health Plan VEBA to a new subaccount within the VEBA
to be used to pay medical claims of active bargaining unit employees. The funds are invested primarily in commingled debt and equity funds measured at
NAV and are classified as investments in equity securities. Changes in fair value of the funds are recorded to the Statements of Income.
Price Risk Management Assets/Liabilities - Interest Rate Swaps/Foreign
Currency-------------Contracts/Cross-Currency--Swaps
----(PPL, LKE, LG&E and KU)
To manage interest rate risk, PPL, LKE, LG&E and KU use interest rate contracts such as forward-starting swaps, floating-to-fixed swaps and fixed-tofloating swaps. To manage foreign currency exchange risk, PPL uses foreign currency contracts such as forwards, options and cross-currency swaps that
contain characteristics of both interest rate and foreign currency contracts. An income approach is used to measure the fair value of these contracts,
utilizing readily observable inputs, such as forward interest rates (e.g., LIBOR and government security rates) and forward foreign currency exchange rates
(e.g., GBP), as well as inputs that may not be observable, such as credit valuation adjustments. In certain cases, market information cannot practicably be
obtained to value credit risk and therefore internal models are relied upon. These models use projected probabilities of default and estimated recovery rates
based on historical observances. When the credit valuation adjustment is significant to the overall valuation, the contracts are classified as Level 3.
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Financial Instruments Not Recorded at Fair Value (All Registrants)
The carrying amounts of long-term debt on the Balance Sheets and their estimated fair values are set forth below. Long-term debt is classified as Level 2.
The effect of third-party credit enhancements is not included in the fair value measurement.

PPL
PPL Electric
LKE
LG&E
KU
(a)

$

September 30, 2020
Carrying
Amount (a)
Fair Value
22,768 $
28,085
3,587
5,030
6,073
7,588
2,006
2,490
2,617
3,310

$

December 31, 2019
Carrying
Amount (a)
Fair Value
21,893 $
25,481
3,985
4,589
6,002
6,766
2,005
2,278
2,623
3,003

Amounts are net of debt issuance costs.

The carrying amounts of other current financial instruments (except for long-term debt due within one year) approximate their fair values because of their
short-term nature.
15. Derivative Instruments and Hedging Activities
Risk Management Objectives
(All Registrants)
PPL has a risk management policy approved by the Board of Directors to manage market risk associated with commodities, interest rates on debt issuances
and foreign exchange (including price, liquidity and volumetric risk) and credit risk (including non-performance risk and payment default risk). The Risk
Management Committee, comprised of senior management and chaired by the Senior Director-Risk Management, oversees the risk management function.
Key risk control activities designed to ensure compliance with the risk policy and detailed programs include, but are not limited to, credit review and
approval, validation of transactions, verification of risk and transaction limits, value-at-risk analyses (VaR, a statistical model that attempts to estimate the
value of potential loss over a given holding period under normal market conditions at a given confidence level) and the coordination and reporting of the
Enterprise Risk Management program.
Market Risk
Market risk includes the potential loss that may be incurred as a result of price changes associated with a particular financial or commodity instrument as
well as market liquidity and volumetric risks. Forward contracts, futures contracts, options, swaps and structured transactions are utilized as part of risk
management strategies to minimize unanticipated fluctuations in earnings caused by changes in commodity prices, interest rates and foreign currency
exchange rates. Many of these contracts meet the definition of a derivative. All derivatives are recognized on the Balance Sheets at their fair value, unless
NPNS is elected.
The following summarizes the market risks that affect PPL and its subsidiaries.
Interest Rate Risk
•

•

PPL and its subsidiaries are exposed to interest rate risk associated with forecasted fixed-rate and existing floating-rate debt issuances. PPL and WPD
hold over-the-counter cross currency swaps to limit exposure to market fluctuations on interest and principal payments from changes in foreign
currency exchange rates and interest rates. PPL, LKE and LG&E utilize over-the-counter interest rate swaps to limit exposure to market fluctuations on
floating-rate debt. PPL, WPD, LKE, LG&E and KU utilize forward starting interest rate swaps to hedge changes in benchmark interest rates, when
appropriate, in connection with future debt issuances.
PPL and its subsidiaries are exposed to interest rate risk associated with debt securities and derivatives held by defined benefit plans. This risk is
significantly mitigated to the extent that the plans are sponsored at, or sponsored on behalf of, the regulated domestic utilities and for certain plans at
WPD due to the recovery methods in place.
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Foreign Currency Risk (PPL)
•

PPL is exposed to foreign currency exchange risk primarily associated with its investments in and earnings of U.K. affiliates.

(All Registrants)
Commodity Price Risk
PPL is exposed to commodity price risk through its domestic subsidiaries as described below.
•
•

PPL Electric is required to purchase electricity to fulfill its obligation as a PLR. Potential commodity price risk is insignificant and mitigated through
its PUC-approved cost recovery mechanism and full-requirement supply agreements to serve its PLR customers which transfer the risk to energy
suppliers.
LG&E's and KU's rates include certain mechanisms for fuel, fuel-related expenses and energy purchases. In addition, LG&E's rates include a
mechanism for natural gas supply expenses. These mechanisms generally provide for timely recovery of market price fluctuations associated with
these expenses.

Volumetric Risk
Volumetric risk is the risk related to the changes in volume of retail sales due to weather, economic conditions or other factors. PPL is exposed to
volumetric risk through its subsidiaries as described below.
•
•

WPD is exposed to volumetric risk which is significantly mitigated as a result of the method of regulation in the U.K. Under the RIIO-ED1 price
control regulations, recovery of such exposure occurs on a two year lag. See Note 1 in PPL's 2019 Form 10-K for additional information on revenue
recognition under RIIO-ED1.
PPL Electric, LG&E and KU are exposed to volumetric risk on retail sales, mainly due to weather and other economic conditions for which there is
limited mitigation between rate cases.

Equity Securities Price Risk
•
•

PPL and its subsidiaries are exposed to equity securities price risk associated with the fair value of the defined benefit plans' assets. This risk is
significantly mitigated at the regulated domestic utilities and for certain plans at WPD due to the recovery methods in place.
PPL is exposed to equity securities price risk from future stock sales and/or purchases.

Credit Risk
Credit risk is the potential loss that may be incurred due to a counterparty's non-performance.
PPL is exposed to credit risk from "in-the-money" interest rate and foreign currency derivatives with financial institutions, as well as additional credit risk
through certain of its subsidiaries, as discussed below.
In the event a supplier of PPL Electric, LG&E or KU defaults on its obligation, those Registrants would be required to seek replacement power or
replacement fuel in the market. In general, subject to regulatory review or other processes, appropriate incremental costs incurred by these entities would be
recoverable from customers through applicable rate mechanisms, thereby mitigating the financial risk for these entities.
PPL and its subsidiaries have credit policies in place to manage credit risk, including the use of an established credit approval process, daily monitoring of
counterparty positions and the use of master netting agreements or provisions. These agreements generally include credit mitigation provisions, such as
margin, prepayment or collateral requirements. PPL and its subsidiaries may request additional credit assurance, in certain circumstances, in the event that
the counterparties' credit ratings fall below investment grade, their tangible net worth falls below specified percentages or their exposures exceed an
established credit limit.
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Master Netting Arrangements (PPL, LKE, LG&E and KU)
Net derivative positions on the balance sheets are not offset against the right to reclaim cash collateral (a receivable) or the obligation to return cash
collateral (a payable) under master netting arrangements.
PPL had a $9 million and $14 million obligation to return cash collateral under master netting arrangements at September 30, 2020 and December 31,
2019.
LKE, LG&E and KU had no obligation to return cash collateral under master netting arrangements at September 30, 2020 and December 31, 2019.
PPL, LKE and LG&E posted $1 million of cash collateral under master netting arrangements at September 30, 2020. KU had no obligation to post cash
collateral under master netting arrangements at September 30, 2020. PPL, LKE, LG&E and KU had no obligation to post cash collateral under master
netting arrangements at December 31, 2019.
See "Offsetting Derivative Instruments" below for a summary of derivative positions presented in the balance sheets where a right of setoff exists under
these arrangements.
Interest Rate Risk
(All Registrants)
PPL and its subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. A variety of financial derivative instruments are
utilized to adjust the mix of fixed and floating interest rates in their debt portfolios, adjust the duration of the debt portfolios and lock in benchmark interest
rates in anticipation of future financing, when appropriate. Risk limits under PPL's risk management program are designed to balance risk exposure to
volatility in interest expense and changes in the fair value of the debt portfolio due to changes in benchmark interest rates. In addition, the interest rate risk
of certain subsidiaries is potentially mitigated as a result of the existing regulatory framework or the timing of rate cases.
Cash Flow Hedges (PPL)
Interest rate risks include exposure to adverse interest rate movements for outstanding variable rate debt and for future anticipated financings. Financial
interest rate swap contracts that qualify as cash flow hedges may be entered into to hedge floating interest rate risk associated with both existing and
anticipated debt issuances. At September 30, 2020, PPL held an aggregate notional value in interest rate swap contracts of £126 million (approximately
$168 million based on spot rates) that mature in 2035 to hedge interest payments on WPD's £250 million debt issuance which occurred in October 2020.
At September 30, 2020, PPL held an aggregate notional value in cross-currency interest rate swap contracts of $702 million that range in maturity from
2021 through 2028 to hedge the interest payments and principal of WPD's U.S. dollar-denominated senior notes.
Cash flow hedges are discontinued if it is no longer probable that the original forecasted transaction will occur by the end of the originally specified time
period and any amounts previously recorded in AOCI are reclassified into earnings once it is determined that the hedged transaction is not probable of
occurring.
For the three and nine months ended September 30, 2020 and 2019, PPL had no cash flow hedges reclassified into earnings associated with discontinued
cash flow hedges.
At September 30, 2020, the amount of accumulated net unrecognized after-tax gains (losses) on qualifying derivatives expected to be reclassified into
earnings during the next 12 months is insignificant. Amounts are reclassified as the hedged interest expense is recorded.
Economic Activity (PPL, LKE and LG&E)
LG&E enters into interest rate swap contracts that economically hedge interest payments. Because realized gains and losses from the swaps, including
terminated swap contracts, are recoverable through regulated rates, any subsequent changes in fair value of these derivatives are included in regulatory
assets or liabilities until they are realized as interest expense. Realized gains and losses are recognized in "Interest Expense" on the Statements of Income at
the time the underlying hedged interest
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expense is recorded. At September 30, 2020, LG&E held contracts with a notional amount of $147 million that range in maturity through 2033.
Foreign Currency Risk (PPL)
PPL is exposed to foreign currency risk, primarily through investments in and earnings of U.K. affiliates. PPL has adopted a foreign currency risk
management program designed to hedge certain foreign currency exposures, including firm commitments, recognized assets or liabilities, anticipated
transactions, including the previously announced potential sale of its U.K. utility business, and net investments. In addition, PPL enters into financial
instruments to protect against foreign currency translation risk of expected GBP earnings.
Net Investment Hedges
PPL enters into foreign currency contracts on behalf of a subsidiary to protect the value of a portion of its net investment in WPD. There were no contracts
outstanding at September 30, 2020.
At September 30, 2020 and December 31, 2019, PPL had $33 million and $32 million of accumulated net investment hedge after tax gains (losses) that
were included in the foreign currency translation adjustment component of AOCI.
Economic Activity
PPL enters into foreign currency contracts on behalf of a subsidiary to economically hedge GBP-denominated anticipated earnings. At September 30, 2020,
the total exposure hedged by PPL was approximately £340 million (approximately $482 million based on contracted rates). These contracts have
termination dates ranging from October 2020 through July 2021.
Accounting and Reporting
(All Registrants)
All derivative instruments are recorded at fair value on the Balance Sheet as an asset or liability unless NPNS is elected. NPNS contracts include certain
full requirement purchase contracts and other physical purchase contracts. Changes in the fair value of derivatives not designated as NPNS are recognized
in earnings unless specific hedge accounting criteria are met and designated as such, except for the changes in fair values of LG&E's interest rate swaps
that are recognized as regulatory assets or regulatory liabilities. See Note 7 for amounts recorded in regulatory assets and regulatory liabilities at
September 30, 2020 and December 31, 2019.
See Note 1 in each Registrant's 2019 Form 10-K for additional information on accounting policies related to derivative instruments.
(PPL)
The following table presents the fair value and location of derivative instruments recorded on the Balance Sheets.
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September 30, 2020
Derivatives designated as
Derivatives not designated
hedging instruments
as hedging instruments
Assets

Liabilities

Assets

December 31, 2019
Derivatives designated as
Derivatives not designated
hedging instruments
as hedging instruments

Liabilities

Assets

Liabilities

Assets

Liabilities

Current:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps (b)
Cross-currency swaps (b)
Foreign currency contracts
Total current
Noncurrent:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps (b)
Cross-currency swaps (b)
Foreign currency contracts
Total noncurrent

$

$

Total derivatives
(a)
(b)

—
94
—
94

—
53
—
53
147

$

8
—
—
8

—
—
—
—
8

$

$

—
—
42
42

—
—
—
—
42

$

$

$

2
—
1
3

24
—
—
24
27

$

$

—
5
—
5

—
149
—
149
154

$

—
—
—
—

—
—
—
—
—

$

$

—
—
142
142

—
—
—
—
142

$

$

$

4
—
5
9

17
—
—
17
26

Current portion is included in "Price risk management assets" and "Other current liabilities" and noncurrent portion is included in "Price risk management assets" and "Other deferred credits
and noncurrent liabilities" on the Balance Sheets.
Excludes accrued interest, if applicable.

The following tables present the pre-tax effect of derivative instruments recognized in income, OCI or regulatory assets and regulatory liabilities for the
period ended September 30, 2020.
Three Months

Nine Months

Three Months

Derivative Gain
(Loss) Recognized
in
OCI

Derivative Gain
(Loss) Recognized
in
OCI

Cash Flow Hedges:
Interest rate swaps
Cross-currency swaps

$

$

Total

$

3
(67)
(64)

$

(7)
(13)
(20)

$

—

$

1

Derivative
Relationships

Location of
Gain (Loss)
Recognized
in Income
on Derivative
Interest expense
Other income (expense) - net

Nine Months
Gain (Loss)
Reclassified
from AOCI
into
Income

Gain (Loss)
Reclassified
from AOCI
into Income
$
$

(4)
(56)
(60)

$

(9)
(24)
(33)

$

Net Investment Hedges:
Foreign currency contracts
Derivatives Not Designated as
Hedging Instruments
Foreign currency contracts
Interest rate swaps

Location of Gain (Loss) Recognized in
Income on Derivative
Other income (expense) - net
Interest expense
Total

Derivatives Not Designated as
Hedging Instruments
Interest rate swaps

Three Months
(19)
(1)
$
(20)

$

Location of Gain (Loss) Recognized as
Regulatory Liabilities/Assets
Regulatory assets - noncurrent

Nine Months
44
(4)
$
40

$

Three Months
$

Nine Months
2

$

The following tables present the pre-tax effect of derivative instruments recognized in income, OCI or regulatory assets and regulatory liabilities for the
period ended September 30, 2019.
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Three Months

Nine Months

Derivative Gain
(Loss) Recognized
in
OCI

Derivative Gain
(Loss) Recognized
in
OCI

Cash Flow Hedges:
Interest rate swaps
Cross-currency swaps

$

$

Total

Derivative
Relationships

$

(22)
41
19

$

(30)
69
39

$

—

$

1

Location of
Gain (Loss)
Recognized
in Income
on Derivative
Interest expense
Other income (expense) - net

$

Three Months

Nine Months

Gain (Loss)
Reclassified
from AOCI
into Income

Gain (Loss)
Reclassified
from AOCI
into Income
(2)
27
25

$

$

(6)
34
28

$

Net Investment Hedges:
Foreign currency contracts
Derivatives Not Designated as
Hedging Instruments
Foreign currency contracts
Interest rate swaps

Location of Gain (Loss) Recognized in
Income on Derivative
Other income (expense) - net
Interest expense

Three Months
44
(1)
$
43

$

Total
Derivatives Not Designated as
Hedging Instruments
Interest rate swaps

Location of Gain (Loss) Recognized as
Regulatory Liabilities/Assets

Three Months
(2)

$

Regulatory assets - noncurrent

Nine Months
56
(3)
$
53

$

Nine Months
$

(5)

The following table presents the effect of cash flow hedge activity on the Statement of Income for the period ended September 30, 2020.
Location and Amount of Gain (Loss) Recognized in Income on Hedging
Relationships
Three Months
Nine Months
Other Income
(Expense) - net

Interest Expense
Total income and expense line items presented in the income statement in which the effect of cash flow
hedges are recorded
The effects of cash flow hedges:
Gain (Loss) on cash flow hedging relationships:
Interest rate swaps:
Amount of gain (loss) reclassified from AOCI to income
Cross-currency swaps:
Hedged items
Amount of gain (loss) reclassified from AOCI to income

$

249

$

52

Other Income
(Expense) - net

Interest Expense
$

750

$

253

(4)

—

(9)

—

—
—

56
(56)

—
—

24
(24)

The following table presents the effect of cash flow hedge activity on the Statement of Income for the period ended September 30, 2019.
Location and Amount of Gain (Loss) Recognized in Income on Hedging
Relationships
Three Months
Nine Months
Other Income
(Expense) - net

Interest Expense
Total income and expense line items presented in the income statement in which the effect of cash flow
hedges are recorded
The effects of cash flow hedges:
Gain (Loss) on cash flow hedging relationships:
Interest rate swaps:
Amount of gain (loss) reclassified from AOCI to income
Cross-currency swaps:
Hedged items
Amount of gain (loss) reclassified from AOCI to income
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$

259

$

126

Other Income
(Expense) - net

Interest Expense
$

746

$

309

(2)

—

(6)

—

—
—

(27)
27

—
—

(34)
34
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(LKE and LG&E)
The following table presents the fair value and the location on the Balance Sheets of derivatives not designated as hedging instruments.
September 30, 2020
Assets

December 31, 2019

Liabilities

Assets

Liabilities

Current:
Price Risk Management
Assets/Liabilities:
Interest rate swaps
Total current
Noncurrent:
Price Risk Management
Assets/Liabilities:
Interest rate swaps
Total noncurrent

$

$

Total derivatives

—
—

—
—
—

$

$

2
2

24
24
26

$

$

—
—

—
—
—

$

$

4
4

17
17
21

The following tables present the pre-tax effect of derivatives not designated as cash flow hedges that are recognized in income or regulatory assets for the
period ended September 30, 2020.
Location of Gain (Loss) Recognized in
Income on Derivatives

Derivative Instruments
Interest rate swaps
Derivative Instruments
Interest rate swaps

Interest expense

$

Location of Gain (Loss) Recognized in
Regulatory Assets
Regulatory assets - noncurrent

$

Three Months
(1)

Nine Months
$

Three Months

(4)
Nine Months

2

$

(5)

The following tables present the pre-tax effect of derivatives not designated as cash flow hedges that are recognized in income or regulatory assets for the
period ended September 30, 2019.
Location of Gain (Loss) Recognized in
Income on Derivatives

Derivative Instruments
Interest rate swaps

Interest expense

$

Three Months
(1)

$

Interest rate swaps

Location of Gain (Loss) Recognized in
Regulatory Assets
Regulatory assets - noncurrent

$

Three Months
(2)

$

Derivative Instruments

Nine Months
(3)
Nine Months
(5)

(PPL, LKE, LG&E and KU)
Offsetting Derivative Instruments
PPL, LKE, LG&E and KU or certain of their subsidiaries have master netting arrangements in place and also enter into agreements pursuant to which they
purchase or sell certain energy and other products. Under the agreements, upon termination of the agreement as a result of a default or other termination
event, the non-defaulting party typically would have a right to set off amounts owed under the agreement against any other obligations arising between the
two parties (whether under the agreement or not), whether matured or contingent and irrespective of the currency, place of payment or place of booking of
the obligation.
PPL, LKE, LG&E and KU have elected not to offset derivative assets and liabilities and not to offset net derivative positions against the right to reclaim
cash collateral pledged (an asset) or the obligation to return cash collateral received (a liability) under derivatives agreements. The table below summarizes
the derivative positions presented in the balance sheets where a right of setoff exists under these arrangements and related cash collateral received or
pledged.
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Gross

Assets

Liabilities

Eligible for Offset
Cash
Derivative
Collateral
Instruments
Received

Eligible for Offset
Cash
Derivative
Collateral
Instruments
Pledged

Net

Gross

Net

September 30, 2020
Treasury Derivatives
PPL
LKE
LG&E

$

189
—
—

$

Gross

1
—
—

$

9
—
—

$

179
—
—

$

35
26
26

$

1
—
—

$

1
1
1

Assets

Liabilities

Eligible for Offset
Cash
Derivative
Collateral
Instruments
Received

Eligible for Offset
Cash
Derivative
Collateral
Instruments
Pledged

Net

Gross

$

33
25
25

Net

December 31, 2019
Treasury Derivatives
PPL
LKE
LG&E

$

296
—
—

$

5
—
—

$

14
—
—

$

277
—
—

$

26
21
21

$

5
—
—

$

—
—
—

$

21
21
21

Credit Risk-Related Contingent Features
Certain derivative contracts contain credit risk-related contingent features which, when in a net liability position, would permit the counterparties to require
the transfer of additional collateral upon a decrease in the credit ratings of PPL, LKE, LG&E and KU or certain of their subsidiaries. Most of these features
would require the transfer of additional collateral or permit the counterparty to terminate the contract if the applicable credit rating were to fall below
investment grade. Some of these features also would allow the counterparty to require additional collateral upon each downgrade in credit rating at levels
that remain above investment grade. In either case, if the applicable credit rating were to fall below investment grade, and assuming no assignment to an
investment grade affiliate were allowed, most of these credit contingent features require either immediate payment of the net liability as a termination
payment or immediate and ongoing full collateralization on derivative instruments in net liability positions.
Additionally, certain derivative contracts contain credit risk-related contingent features that require adequate assurance of performance be provided if the
other party has reasonable concerns regarding the performance of PPL's, LKE's, LG&E's and KU's obligations under the contracts. A counterparty
demanding adequate assurance could require a transfer of additional collateral or other security, including letters of credit, cash and guarantees from a
creditworthy entity. This would typically involve negotiations among the parties. However, amounts disclosed below represent assumed immediate
payment or immediate and ongoing full collateralization for derivative instruments in net liability positions with "adequate assurance" features.
(PPL, LKE and LG&E)
At September 30, 2020, derivative contracts in a net liability position that contain credit risk-related contingent features, collateral posted on those positions
and the related effect of a decrease in credit ratings below investment grade are summarized as follows:
PPL
Aggregate fair value of derivative instruments in a net liability position with credit risk-related contingent features $
Aggregate fair value of collateral posted on these derivative instruments
Aggregate fair value of additional collateral requirements in the event of a credit downgrade below investment
grade (a)
(a)

Includes the effect of net receivables and payables already recorded on the Balance Sheet.
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LKE
6
—
6

$

LG&E
1
—
1

$

1
—
1
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16. Asset Retirement Obligations
(PPL, LKE, LG&E and KU)
PPL's, LKE's, LG&E's and KU's ARO liabilities are primarily related to CCR closure costs. See Note 11 for information on the CCR rule. LG&E also has
AROs related to natural gas mains and wells. LG&E's and KU's transmission and distribution lines largely operate under perpetual property easement
agreements, which do not generally require restoration upon removal of the property. Therefore, no material AROs are recorded for transmission and
distribution assets. For LKE, LG&E and KU, all ARO accretion and depreciation expenses are reclassified as a regulatory asset. ARO regulatory assets
associated with certain CCR projects are amortized to expense in accordance with regulatory approvals. For other AROs, at the time of retirement, the
related ARO regulatory asset is offset against the associated cost of removal regulatory liability, PP&E and ARO liability.
The changes in the carrying amounts of AROs were as follows.
PPL
Balance at December 31, 2019
Accretion
Changes in estimated timing or cost
Effect of foreign currency exchange rates
Obligations settled

$

Balance at September 30, 2020

$

LKE
282
13
35
1
(64)
267

$

LG&E
215
12
44
—
(64)
207

$

$

KU
73
4
16
—
(16)
77

$

$

142
8
28
—
(48)
130

$

17. Accumulated Other Comprehensive Income (Loss)
(PPL and LKE)
The after-tax changes in AOCI by component for the periods ended September 30 were as follows.
Foreign
currency
translation
adjustments
PPL
June 30, 2020
Amounts arising during the period
Reclassifications from AOCI
Net OCI during the period

$

September 30, 2020

$

December 31, 2019
Amounts arising during the period
Reclassifications from AOCI
Net OCI during the period

$

September 30, 2020

$

June 30, 2019
Amounts arising during the period
Reclassifications from AOCI
Net OCI during the period

$

September 30, 2019

$

December 31, 2018
Amounts arising during the period
Reclassifications from AOCI
Net OCI during the period

$

September 30, 2019

$

(1,777)
643
—
643
(1,134)

$

(1,425)
291
—
291
(1,134)

$

(1,616)
(285)
—
(285)
(1,901)

$

(1,533)
(368)
—
(368)
(1,901)

$

72

Defined benefit plans

Unrealized gains
(losses)
on qualifying
derivatives

$

$

$

$

Prior
service
costs

8
(52)
48
(4)
4

$

(5)
(16)
25
9
4

$

$

$

6
16
(22)
(6)
—

$

(7)
32
(25)
7
—

$

$

$

Actuarial
gain
(loss)
(16)
—
—
—
(16)

$

(18)
—
2
2
(16)

$

(18)
—
—
—
(18)

$

(19)
—
1
1
(18)

$

$

$

$

$

Total

(2,817)
(16)
52
36
(2,781)

$

(2,910)
(17)
146
129
(2,781)

$

(2,368)
(5)
20
15
(2,353)

$

(2,405)
(10)
62
52
(2,353)

$

$

$

$

$

(4,602)
575
100
675
(3,927)
(4,358)
258
173
431
(3,927)
(3,996)
(274)
(2)
(276)
(4,272)
(3,964)
(346)
38
(308)
(4,272)
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Foreign
currency
translation
adjustments

Defined benefit plans

Unrealized gains
(losses)
on qualifying
derivatives

LKE
June 30, 2020
Amounts arising during the period
Reclassifications from AOCI
Net OCI during the period

Prior
service
costs
$

September 30, 2020

$

December 31, 2019
Amounts arising during the period
Reclassifications from AOCI
Net OCI during the period

$

September 30, 2020

$

June 30, 2019
Amounts arising during the period
Reclassifications from AOCI
Net OCI during the period

$

September 30, 2019

$

December 31, 2018
Amounts arising during the period
Reclassifications from AOCI
Net OCI during the period

$

September 30, 2019

$

Actuarial
gain
(loss)
(8)
—
—
—
(8)
(9)
—
1
1
(8)

$

$
$

$

(8)
—
—
—
(8)

$

(9)
—
1
1
(8)

$

$

$

Total
(83)
(8)
5
(3)
(86)
(84)
(9)
7
(2)
(86)

$

$
$

$

(83)
—
—
—
(83)

$

(80)
(2)
(1)
(3)
(83)

$

$

$

The following table presents PPL's gains (losses) and related income taxes for reclassifications from AOCI for the periods ended September 30.
Three Months
Details about AOCI
Qualifying derivatives
Interest rate swaps
Cross-currency swaps
Total Pre-tax
Income Taxes
Total After-tax

2020
$

Defined benefit plans
Prior service costs (a)
Net actuarial loss (a)
Total Pre-tax
Income Taxes
Total After-tax
Total reclassifications during the period

Nine Months
2019

(4)
(56)
(60)
12
(48)

$

(2)
27
25
(3)
22

(1)
(64)
(65)
13
(52)
$

(100)

2020
$

(1)
(25)
(26)
6
(20)
$

2

(9)
(24)
(33)
8
(25)

$

(3)
(181)
(184)
36
(148)
$

(173)

(6)
34
28
(3)
25

(2)
(78)
(80)
17
(63)
$

(a) These AOCI components are included in the computation of net periodic defined benefit cost. See Note 10 for additional information.
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Affected Line Item on the
Statements of Income

2019

(38)

Interest Expense
Other Income (Expense) - net

(91)
(8)
5
(3)
(94)
(93)
(9)
8
(1)
(94)
(91)
—
—
—
(91)
(89)
(2)
—
(2)
(91)
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Item 2. Combined Management's Discussion and Analysis of Financial Condition and
Results of Operations
(All Registrants)
This "Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" is separately filed by PPL, PPL
Electric, LKE, LG&E and KU. Information contained herein relating to any individual Registrant is filed by such Registrant solely on its own behalf, and
no Registrant makes any representation as to information relating to any other Registrant. The specific Registrant to which disclosures are applicable is
identified in parenthetical headings in italics above the applicable disclosure or within the applicable disclosure for each Registrant's related activities and
disclosures. Within combined disclosures, amounts are disclosed for individual Registrants when significant.
The following should be read in conjunction with the Registrants' Condensed Consolidated Financial Statements and the accompanying Notes and with the
Registrants' 2019 Form 10-K. Capitalized terms and abbreviations are defined in the glossary. Dollars are in millions, except per share data, unless
otherwise noted.
"Management's Discussion and Analysis of Financial Condition and Results of Operations" includes the following information:
•

"Overview" provides a description of each Registrant's business strategy and a discussion of important financial and operational developments.

•

"Results of Operations" for all Registrants includes a "Statement of Income Analysis," which discusses significant changes in principal line
items on the Statements of Income, comparing the three and nine months ended September 30, 2020 with the same periods in 2019. For PPL,
"Results of Operations" also includes "Segment Earnings" and "Adjusted Gross Margins," which provide a detailed analysis of earnings by
reportable segment. These discussions include non-GAAP financial measures, including "Earnings from Ongoing Operations" and "Adjusted
Gross Margins" and provide explanations of the non-GAAP financial measures and a reconciliation of the non-GAAP financial measures to the
most comparable GAAP measure.

•

"Financial Condition - Liquidity and Capital Resources" provides an analysis of the Registrants' liquidity positions and credit profiles. This
section also includes a discussion of rating agency actions.

•

"Financial Condition - Risk Management" provides an explanation of the Registrants' risk management programs relating to market and credit
risk.
Overview

Introduction
(PPL)
PPL, headquartered in Allentown, Pennsylvania, is a utility holding company. PPL, through its regulated utility subsidiaries, delivers electricity to
customers in the U.K., Pennsylvania, Kentucky and Virginia; delivers natural gas to customers in Kentucky; and generates electricity from power plants in
Kentucky.
PPL's principal subsidiaries are shown below (* denotes a Registrant).
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PPL Corporation*
I

-

PPL Capital Funding

I

Provides financing for the operations
of PPL and certain subsidiaries

I
PPL Global

1

PPL Electric*

LKE*

Engages in the regulated
distribution of electricity in the U.K.

'

Engages in the regulated
transmission and distribution of
electricity in Pennsylvania

I

I
I

I

I

rEngages in the regulated generation,
LG&E*

KU*

I

Engages in the regulated
generation, transmission,
distribution and sale of electricity,
primarily in Kentucky

transmission, distribution and sale of
electricity and regulated distribution
and sale of natural gas in Kentucky

-

-

U.K.
Regulated Segment

~

I

I

--

Kentucky
Regulated Segment

-

I

-

Pennsylvania
Regulated Segment

PPL's reportable segments' results primarily represent the results of PPL Global, LKE and PPL Electric, except that the reportable segments are also
allocated certain corporate level financing and other costs that are not included in the results of PPL Global, LKE and PPL Electric. PPL Global is not a
Registrant. Unaudited annual consolidated financial statements for the U.K. Regulated segment are furnished by PPL on a Form 8-K with the SEC.
In addition to PPL, the other Registrants included in this filing are as follows.
(PPL Electric)
PPL Electric, headquartered in Allentown, Pennsylvania, is a wholly owned subsidiary of PPL and a regulated public utility that is an electricity
transmission and distribution service provider in eastern and central Pennsylvania. PPL Electric is subject to regulation as a public utility by the PUC, and
certain of its transmission activities are subject to the jurisdiction of the FERC under the Federal Power Act. PPL Electric delivers electricity in its
Pennsylvania service area and provides electricity supply to retail customers in that area as a PLR under the Customer Choice Act.
(LKE)
LKE, acquired in 2010 and headquartered in Louisville, Kentucky, is a wholly owned subsidiary of PPL and a holding company that owns regulated utility
operations through its subsidiaries, LG&E and KU, which constitute substantially all of LKE's assets. LG&E and KU are engaged in the generation,
transmission, distribution and sale of electricity. LG&E also engages in the distribution and sale of natural gas. LG&E and KU maintain separate corporate
identities and serve customers in Kentucky under their respective names. KU also serves customers in Virginia under the Old Dominion Power name.
(LG&E)
LG&E, headquartered in Louisville, Kentucky, is a wholly owned subsidiary of LKE and a regulated utility engaged in the generation, transmission,
distribution and sale of electricity and distribution and sale of natural gas in Kentucky. LG&E is subject to regulation as a public utility by the KPSC, and
certain of its transmission activities are subject to the jurisdiction of the FERC under the Federal Power Act.
(KU)
KU, headquartered in Lexington, Kentucky, is a wholly owned subsidiary of LKE and a regulated utility engaged in the generation, transmission,
distribution and sale of electricity in Kentucky and Virginia. KU is subject to regulation as a public

75

Table of Contents
utility by the KPSC and the VSCC, and certain of its transmission and wholesale power activities are subject to the jurisdiction of the FERC under the
Federal Power Act. KU serves its Kentucky customers under the KU name and its Virginia customers under the Old Dominion Power name.
Business Strategy
(All Registrants)
PPL operates seven fully regulated, high-performing utilities. These utilities are located in the U.K., Pennsylvania and Kentucky, in constructive regulatory
jurisdictions with distinct regulatory structures and customer classes. PPL believes this business portfolio positions the company well for continued success
and provides earnings and dividend growth potential.
PPL's strategy, and that of the other Registrants, is to deliver best-in-sector operational performance, invest in a sustainable energy future, provide superior
customer service, maintain a strong financial foundation, and engage and develop its people. PPL's business plan is designed to achieve growth by
providing efficient, reliable and safe operations and strong customer service, maintaining constructive regulatory relationships and achieving timely
recovery of costs. These businesses are expected to achieve strong, long-term growth in rate base in the U.S. and RAV in the U.K. Rate base growth is
being driven by planned significant capital expenditures to maintain existing assets and improve system reliability and, for LKE, LG&E and KU, to comply
with federal and state environmental regulations related to coal-fired electricity generation facilities.
For the U.S. businesses, central to PPL's strategy is recovering capital project costs efficiently through various rate-making mechanisms, including periodic
base rate case proceedings using forward test years, annual FERC formula rate mechanisms and other regulatory agency-approved recovery mechanisms
designed to limit regulatory lag. In Kentucky, the KPSC has adopted a series of regulatory mechanisms (ECR, DSM, GLT, fuel adjustment clause, and gas
supply clause) and recovery on construction work-in-progress that reduce regulatory lag and provide timely recovery of and return on, as appropriate,
prudently incurred costs. In addition, the KPSC requires a utility to obtain a CPCN prior to constructing a facility, unless the construction is an ordinary
extension of existing facilities in the usual course of business or does not involve sufficient capital expenditures to materially affect the utility's financial
condition. Although such KPSC proceedings do not directly address cost recovery issues, the KPSC, in awarding a CPCN, concludes that the public
convenience and necessity require the construction of the facility on the basis that the facility is the lowest reasonable cost alternative to address the
need. In Pennsylvania, the FERC transmission formula rate, DSIC mechanism, Smart Meter Rider and other recovery mechanisms operate to reduce
regulatory lag and provide for timely recovery of and a return on, as appropriate, prudently incurred costs.
To manage financing costs and access to credit markets, and to fund capital expenditures, a key objective of the Registrants is to maintain their investment
grade credit ratings and adequate liquidity positions. In addition, the Registrants have financial and operational risk management programs that, among
other things, are designed to monitor and manage exposure to earnings and cash flow volatility, as applicable, related to changes in interest rates, foreign
currency exchange rates and counterparty credit quality. To manage these risks, PPL generally uses contracts such as forwards, options and swaps. See
"Financial Condition - Risk Management" below for further information.
Earnings generated by PPL's U.K. subsidiaries are subject to foreign currency translation risk. Because WPD's earnings represent such a significant portion
of PPL's consolidated earnings, PPL enters into foreign currency contracts to economically hedge the value of the GBP versus the U.S. dollar. These hedges
do not receive hedge accounting treatment under GAAP. See "Financial and Operational Developments - U.K. Withdrawal from European Union" for
additional discussion of the U.K. earnings hedging activity.
The U.K. subsidiaries also have currency exposure to the U.S. dollar to the extent of their U.S. dollar denominated debt. To manage these risks, PPL
generally uses contracts such as forwards, options and cross-currency swaps that contain characteristics of both interest rate and foreign currency exchange
contracts.
As discussed above, a key component of this strategy is to maintain constructive relationships with regulators in all jurisdictions in which the Registrants
operate (U.K., U.S. federal and state). This is supported by a strong culture of integrity and delivering on commitments to customers, regulators and
shareowners, and a commitment to continue to improve customer service, reliability and operational efficiency.
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Financial and Operational Developments
Initiation of Formal Process to Sell U.K. Utility Business (PPL)
On August 10, 2020, PPL announced that it has initiated a formal process to sell its U.K. utility business. PPL noted that there can be no assurance of any
specific outcome, including whether the sale process will result in the completion of any potential transaction, the timing or terms thereof, the value or
benefits that may be realized or the effect that any potential transaction will have on future financial results.
As a result of the potential sale, PPL assessed the recoverability of the assets of its U.K. utility business. PPL prepared a probability-weighted undiscounted
cash flow estimate as of September 30, 2020 that considered the likelihood of the possible outcomes of the sale process, including the possibility of not
selling the U.K. utility business. The resulting cash flow analysis exceeded the carrying value of the assets of the U.K. utility business. A change in the
possible outcomes of the sale process could result in the carrying value of the assets of the U.K. utility business not being recoverable, which could result in
an impairment in future periods. The U.K. utility business will continue to be classified as held and used until it meets the criteria to be classified as held
for sale, which includes management obtaining a commitment to a plan to sell from its Board of Directors.
Should the U.K. utility business meet the criteria to be classified as held for sale in a future period, PPL will be required at that time to compare the
estimated fair value of its investment in the U.K. utility business, less costs to sell, to its carrying value for impairment purposes. The measurement of
PPL’s carrying value of the U.K. utility business will include the realization of accumulated other comprehensive losses, which could arise from currency
translation adjustments and defined benefit plans associated with the U.K. utility business.
Outbreak of COVID-19 (All Registrants)
The continued spread of COVID-19 has led to global economic disruption and volatility in financial markets. The Registrants have taken significant steps
to mitigate the potential spread of COVID-19 to our customers, suppliers and employees. PPL has successfully implemented its company-wide pandemic
plan, which guides the emergency response. Business continuity and other precautionary measures have been taken to ensure we can continue to safely
provide reliable electricity and gas service to our customers. The Registrants have implemented social distancing measures for all employees including
work from home arrangements where possible and continue to implement strong physical and cyber security measures to ensure that systems function
effectively to serve operational and remote workforce needs. The Registrants continue to monitor developments affecting their workforces and customers
and will take additional actions as appropriate to respond to changing conditions and mitigate the impacts.
This is a rapidly evolving situation that could lead to extended disruption of economic activity in the Registrants’ markets for an undetermined period of
time. Lock-down or closure of non-essential businesses has occurred in each of the Registrants’ service territories, which has resulted in reductions in
commercial and industrial demand and an increase in residential demand for electricity service. The impact of this net reduction in load has not been
material to the Registrants' year to date 2020 financial condition. The impact on future periods will depend upon various factors, including the pace and
extent to which the Registrants' jurisdictions reopen their economies and community response to the reopening of businesses as well as the extent that
businesses continue work from home protocols. We cannot predict these factors and therefore cannot quantify the overall impact COVID-19 will have on
our 2020 results of operations.
The Registrants are committed to supporting their customers and communities and have followed federal and state mandates to suspend disconnections for
non-payment and new late fees, reconnect service for customers who had previously been disconnected and develop late payment plans with customers,
where appropriate. The Registrants have experienced an increase in aged accounts receivable, resulting in an increase in credit losses. See "Current
Expected Credit Losses" in Note 2 to the Financial Statements for additional information. The Registrants will continue to monitor cash receipts and
accounts receivable aging to determine if further increases in their allowance for uncollectible accounts are required.
At September 30, 2020, the Registrants had approximately $3.6 billion of combined unused credit facility capacity. In addition, PPL Capital Funding, PPL
Electric, LG&E and KU may, subject to certain conditions, increase their syndicated credit facilities in an aggregate amount of up to $1 billion. In April
2020, PPL Capital Funding issued $1 billion in senior notes. In June 2020, KU issued $500 million of First Mortgage Bonds due 2050. In October 2020,
PPL Electric issued $250 million of First Mortgage Bonds, Floating Rate Series due 2023. In October 2020, WPD (South Wales) issued £250 million of
1.625% Senior
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Notes due 2035. Based on available liquidity and access to capital markets, the Registrants do not anticipate a significant impact on their financial
condition or liquidity, and do not foresee difficulties in accessing the capital markets in the near-term. See Note 8 to the Financial Statements for additional
information.
The Registrants have assessed the fair value of their assets and liabilities and no impairment charges were required. See “Goodwill Assessment” below for
additional information on the interim goodwill impairment test performed for the U.K. Regulated segment reporting unit in the first quarter of 2020.
PPL’s pension plans continue to be well-funded as its liability-driven investment strategy and active management function to mitigate investment losses
resulting from market volatility.
In response to COVID-19, on March 27, 2020, President Donald Trump signed into law the Coronavirus Aid, Relief, and Economic Security Act (the
CARES Act). PPL evaluated the provisions of the CARES Act and believes there is no significant effect on its financial statements. Certain tax provisions
may result in immaterial cash benefits in 2020.
To date, there has been no material impact on the Registrants’ business, financial condition, liquidity or on their supply chain as a result of COVID-19. For
the three and nine months ended September 30, 2020, the following estimated changes in revenue and incremental costs incurred resulted from the impact
of COVID-19:
Increase (Reduction) in Revenue
Three Months
Nine Months
$
(33) $
(94)
(30)
(70)
(3)
(24)
(5)
(14)
2
(10)

PPL
WPD
LKE
LG&E
KU

Incremental Costs
Three Months
Nine Months
$
6 $
26
4
19
—
5
—
2
—
3

WPD tariffs are set to recover allowed revenues. Any under-recoveries, including the estimated amounts shown above, will be added to revenue, with
interest, in future years through K-factor. See discussion of K-factor in “Item 1. Business” of PPL’s 2019 Form 10-K. The impact on revenue and
incremental COVID-19 related costs were not significant at PPL Electric.
The ultimate severity or duration of the outbreak or its effects on the global economy, the capital markets, or the Registrants’ workforce, contractors,
customers and suppliers is uncertain. The Registrants cannot predict the ultimate impact COVID-19 will have on their financial position, results of
operations, cash flows or liquidity.
Goodwill Assessment (PPL, LKE, LG&E and KU)
The COVID-19 pandemic has disrupted the U.S. and global economies and continues to present extraordinary challenges to businesses, communities,
workforces and markets. In the U.S. and throughout the world, governmental authorities have taken urgent and extensive actions to contain the spread of
the virus and mitigate known or foreseeable impacts. In the Registrants’ service territories, mitigation measures have included quarantines, stay-at-home
orders, travel restrictions, reduced operations or closures of businesses, schools and governmental agencies, and legislative or regulatory actions to address
health or other pandemic-related concerns, all of which have the potential to adversely impact the Registrants' business and operations, especially if these
measures remain in effect for a prolonged period of time. PPL’s shares have experienced volatility and a decrease in market value since the outbreak of
COVID-19.
During the three month period ended March 31, 2020, PPL, LKE, LG&E and KU considered whether these events would more likely than not reduce the
fair value of the Registrants’ reporting units below their carrying amounts. Based on our assessment, a quantitative impairment test was not required for the
LKE, LG&E and KU reporting units, but was required for the U.K. Regulated segment reporting unit, the allocated goodwill of which was $2.5 billion at
March 31, 2020. The test did not indicate impairment of the reporting unit.
Management used both discounted cash flows and market multiples, including implied RAV premiums, which required significant assumptions, to estimate
the fair value of the reporting units. Significant assumptions used in the discounted cash flows include discount and growth rates, the finalization of RIIOED2, and projected operating and capital cash flows. Projected operating and capital cash flows are based on the internal business plans, which assume the
occurrence of certain
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future events. Significant assumptions used in the market multiples include sector market performance and comparable transactions.
A high degree of judgment is required to develop estimates related to fair value conclusions. A decrease in the forecasted cash flows of 10%, an increase in
the discount rate of 10%, or a 10% decrease in the market multiples would not have resulted in an impairment of goodwill for the U.K. Regulated segment
reporting unit.
During the three month periods ended June 30, 2020 and September 30, 2020, no goodwill impairment triggers were identified. However, an impairment
charge could occur in future periods if PPL’s share price or any of the assumptions used in determining fair value of the reporting units are negatively
impacted.
U.K. Corporation Tax Rate Change (PPL)
The U.K. corporation tax rate was scheduled to be reduced from 19% to 17%, effective April 1, 2020. On March 11, 2020, the U.K. Finance Act 2020
included a cancellation of the tax rate reduction to 17%, thereby maintaining the corporation tax rate at 19%. The Finance Act 2020 was formally enacted
on July 22, 2020. The primary impact of the cancellation of the corporation tax rate reduction was an increase in deferred tax liabilities and a corresponding
deferred tax expense of $106 million.
U.S. Tax Reform (All Registrants)
In July 2020, the IRS issued final and new proposed regulations relating to limitations on interest deductibility for tax purposes. The Registrants will apply
the final regulations beginning in the 2021 tax year. The proposed regulations will apply in the year in which the regulations are issued in final form, which
is expected to be in 2021 or later. The Registrants are evaluating the final and proposed regulations, but do not expect the regulations to have a material
impact on the Registrants’ financial condition or results of operations.
U.K. Withdrawal from European Union (PPL)
In March 2017, the U.K. Government invoked Article 50 (Article 50) of the Lisbon Treaty, formally beginning the two-year period for the U.K. to
negotiate an agreement specifying the terms of its withdrawal from the European Union (EU), popularly referred to as Brexit. After repeated extensions, in
October 2019, the EU agreed to extend the Article 50 process until January 31, 2020. Following an early general election in December 2019, which
resulted in a substantial Conservative Party Parliamentary majority, the U.K. and EU Parliaments voted to approve the EU withdrawal agreement
negotiated by Prime Minister Boris Johnson.
The U.K. formally left the EU on January 31, 2020, entering a transition period that is scheduled to end on December 31, 2020. During the transition
period, the U.K. will seek to negotiate a free trade arrangement with the EU and also negotiate new trade terms with countries outside of the EU. The
deadline for the U.K. requesting an extension to the transition period passed on June 30, 2020. Significant uncertainty continues to surround the outcome of
the transition period. PPL believes that its greatest risks relate to any extended period of depressed value of the GBP or the potential further decline in the
value of the GBP compared to the U.S. dollar. A decline in the value of the GBP compared to the U.S. dollar will reduce the value of WPD's earnings to
PPL.
PPL has executed hedges to mitigate the foreign exchange risk to its U.K. earnings. As of September 30, 2020, PPL's foreign exchange exposure related to
budgeted earnings is 100% hedged for 2020 at an average rate of $1.45 per GBP.
PPL cannot predict the impact, in either the short-term or long-term, on foreign exchange rates or PPL's financial condition that may be experienced as a
result of the actions taken by the U.K. government to withdraw from the EU, although such impacts could be material.
PPL does not expect the financial condition and results of operations of WPD, itself, to change significantly as a result of Brexit. The regulatory
environment and operation of WPD's businesses are not expected to change. RIIO-ED1, the current price control, with allowed revenues agreed with
Ofgem runs through March 2023. The impact of a slower economy or recession on WPD would be mitigated in part because U.K. regulation provides that
any reduction in the volume of electricity delivered will be recovered in allowed revenues in future periods through the K-factor adjustment. See "Item 1.
Business - Segment Information - U.K. Regulated Segment" in PPL's 2019 Form 10-K for additional information on the current price control and K-factor
adjustment. In addition, an increase in inflation would have a positive effect on revenues and RAV as annual inflation adjustments are applied to both
revenues and RAV (and real returns are earned on inflated RAV). This impact, however, would
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be partially offset by higher operation and maintenance expenses and interest expense on index-linked debt. With respect to access to financing, WPD has
substantial borrowing capacity under existing credit facilities and expects to continue to have access to all major financial markets. With respect to access
to and cost of equipment and other materials, WPD management continues to review U.K. government issued advice on preparations for Brexit and has
taken actions to mitigate potential increasing costs and disruption to its critical sources of supply. Additionally, less than 1% of WPD's employees are nonU.K. EU nationals and no change in their domicile is expected.
Regulatory Requirements
(All Registrants)
The Registrants cannot predict the impact that future regulatory requirements may have on their financial condition or results of operations.
(PPL, LKE, LG&E and KU)
The businesses of LKE, LG&E and KU are subject to extensive federal, state and local environmental laws, rules and regulations, including those
pertaining to CCRs, GHG, and ELGs. See Notes 7, 11 and 16 to the Financial Statements for a discussion of these significant environmental matters. These
and other stringent environmental requirements led PPL, LKE, LG&E and KU to retire approximately 1,200 MW of coal-fired generating plants in
Kentucky since 2010.
RIIO-2 Framework (PPL)
In 2018, Ofgem issued its consultation document on the RIIO-2 framework, covering all U.K. gas and electricity transmission and distribution price
controls. The current electricity distribution price control, RIIO-ED1, continues through March 31, 2023 and will not be impacted by the RIIO-2
consultation process. Later in 2018, Ofgem published its decision following its RIIO-2 framework consultation after consideration of comments received
including those from WPD and PPL.
In August 2019, Ofgem published an open letter seeking views on its proposed sector specific approach on the RIIO-ED2 framework. WPD and PPL
provided responses to this open letter. In December 2019, Ofgem published its decision on the RIIO-ED2 framework, thus confirming the following points
in its RIIO-2 and RIIO-ED2 framework decision documents:
•
•
•
•
•
•
•

•
•

RIIO-ED2 will be a five-year price control period, compared to eight years in the current RIIO-ED1 price control.
CPI or CPIH will be used for inflation measurement in calculating both RAV and allowed returns rather than RPI.
The baseline allowed return on equity will be set using the same methodology in all RIIO-2 sectors. The new methodology includes; (a)
an equity indexation, whereby the allowed return on equity is updated to reflect changes in the risk-free rate, and (b) potentially setting
the allowed return 0.5% below the expected return.
Full debt indexation will be retained.
The early settlement process (fast tracking) will be removed and replaced with an alternative mechanism to incentivize high-quality,
rigorous and ambitious business plans.
The Totex incentive rate will be based on a confidence level for setting baseline cost allowances.
A new enhanced engagement model will be introduced requiring distribution companies to set up a customer engagement group to
provide Ofgem with a public report of local stakeholders’ views on the companies’ business plans. Ofgem will also establish an
independent RIIO-2 challenge group comprised of consumer experts to provide Ofgem with a public report on companies’ business
plans.
There will be no change to the existing depreciation policy of using economic asset lives as the basis for depreciating RAV as part of base
revenue calculations. WPD is currently transitioning to 45-year asset lives for new additions in RIIO-ED1 based on Ofgem’s extensive
review of asset lives in RIIO-ED1.
A focus of RIIO-2 will be on whole-system outcomes. Ofgem intends for network companies and system operators to work together to
ensure the energy system as a whole is efficient and delivers the best value to consumers. Ofgem is undertaking further work to clarify
the definition of whole-system and the appropriate roles of the network companies in supporting this objective. Ofgem is still undecided
on how DSO functions are to be treated. Ofgem will include a DSO reopener to reassess progress made in the establishment of DSO
activities.
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On July 30, 2020 Ofgem published its consultation on the RIIO-ED2 price control methodology which Ofgem will use to apply its framework decisions
listed above. Some of the key aspects in Ofgem’s consultation include:
•
•
•
•
•

Proposing a suite of Net-Zero related investment and innovation mechanisms, including a Net Zero re-opener, to ensure that RIIO-ED2 is
adaptable and can keep pace with changes in the wider policy and technological environment.
Consulting on four different models for managing strategic investment to enable more flexibility within the price control and allow DNOs
to adapt their investment plans to keep pace with Net Zero.
Consulting on debt allowance proposals including the debt allowance calibration, the index used, and a possible additional cost of
borrowing allowance.
Consulting on whether the three-stage equity indexation methodology for baseline allowance returns proposed in the Gas Distribution
and Transmission Draft Determination should equally apply to the ED sector and if the estimation approach for systematic risk should
differ for ED2.
Proposing to introduce a suite of reforms to define and regulate the distribution system operation. In the first instance, those reforms will
apply to DNOs.

WPD and PPL continue to be fully engaged in the RIIO-ED2 process. The comment period on the July 30, 2020 consultation closed on October 1, 2020,
which WPD provided a response to, and a decision on the RIIO-ED2 Sector Specific Methodology will be made in December 2020. Final Determinations
for RIIO-ED2 will be made in December 2022. The RIIO-ED2 price control will come into effect on April 1, 2023. PPL cannot predict the outcome of this
process or the long-term impact the final RIIO-ED2 price control will have on its financial condition or results of operations.
Challenge to PPL Electric Transmission Formula Rate Return on Equity
(PPL and PPL Electric)
On May 21, 2020, PP&L Industrial Customer Alliance (PPLICA) filed a complaint with the FERC alleging that PPL Electric's base return on equity (ROE)
of 11.18% used to determine PPL Electric's formula transmission rate is unjust and unreasonable, and proposing an alternative ROE of 8.0% based on its
interpretation of FERC Opinion No. 569. However, also on May 21, 2020, the FERC issued Opinion No. 569-A in response to numerous requests for
rehearing of Opinion No. 569, which revised the method for analyzing base ROE. On June 10, 2020, PPLICA filed a Motion to Supplement the May 21,
2020 complaint in which PPLICA continued to allege that PPL Electric’s base ROE is unjust and unreasonable, but revised its analysis of PPL Electric's
base ROE to reflect the guidance provided in Opinion No. 569-A. The amended complaint proposed an updated alternative ROE of 8.5% and also
requested that the FERC preserve the original refund effective date as established by the filing of the original complaint on May 21, 2020. Several parties
have filed motions to intervene, including one party who filed Comments in Support of the original complaint.
On July 10, 2020, PPL Electric filed its Answer and supporting Testimony to the PPLICA filings arguing that the FERC should deny the original and
amended complaints as they are without merit and fail to demonstrate the existing base ROE is unjust and unreasonable. In addition, PPL Electric
contended any refund effective date should be set for no earlier than June 10, 2020 and PPLICA's proposed replacement ROE should be rejected.
On October 15, 2020, the FERC issued an order on the PPLICA complaints which established hearing and settlement procedures, set a refund effective date
of May 21, 2020 and granted the motions to intervene. PPL Electric continues to believe its ROE is just and reasonable and that it has meritorious defenses
against the original and amended complaints. At this time, PPL Electric cannot predict the outcome of this matter or the range of possible losses, if any, that
may be incurred. However, revenue earned from May 21, 2020 through the settlement of this matter may be subject to refund. A change of 50 basis points
to the base ROE would impact PPL Electric's net income by approximately $12 million on an annual basis.
FERC Transmission Rate Filing
(PPL, LKE, LG&E and KU)
In 2018, LG&E and KU applied to the FERC requesting elimination of certain on-going credits to a sub-set of transmission customers relating to the 1998
merger of LG&E's and KU's parent entities and the 2006 withdrawal of LG&E and KU from the Midcontinent Independent System Operator, Inc. (MISO),
a regional transmission operator and energy market. The application sought termination of LG&E's and KU's commitment to provide certain Kentucky
municipalities mitigation for certain horizontal market power concerns arising out of the 1998 LG&E and KU merger and 2006 MISO withdrawal. The
amounts at
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issue are generally waivers or credits granted to a limited number of Kentucky municipalities for either certain LG&E and KU or MISO transmission
charges incurred for transmission service received. Due to the development of robust, accessible energy markets over time, LG&E and KU believe the
mitigation commitments are no longer relevant or appropriate. In March 2019, the FERC granted LG&E's and KU's request to remove the ongoing credits,
conditioned upon the implementation by LG&E and KU of a transition mechanism for certain existing power supply arrangements, subject to FERC review
and approval. In July 2019, LG&E and KU proposed their transition mechanism to the FERC and in September 2019, the FERC rejected the proposed
transition mechanism and issued a separate order providing clarifications of certain aspects of the March order. In October 2019, LG&E and KU filed
requests for rehearing and clarification on the two September orders. In September 2020, FERC issued its orders in the rehearing process that modified the
discussion in, and set aside portions of, the September 2019 orders including adjusting factors impacting the proposed transition mechanism. In October
2020, both LG&E and KU and other parties filed separate motions for rehearing and clarification regarding FERC’s September 2020 orders. A FERC
decision on these rehearing requests is expected by November 18, 2020. Certain other petitions for review of the FERC's orders have been filed by multiple
parties, including LG&E and KU, with the D.C. Circuit Court of Appeals. LG&E and KU cannot predict the outcome of these proceedings. LG&E and KU
currently receive recovery of waivers and credits provided through other rate mechanisms.
(PPL and PPL Electric)
In April 2020, PPL Electric filed its annual transmission formula rate update with the FERC, reflecting a revised revenue requirement that took effect in
June 2020.
Rate Case Proceedings
(PPL, LKE, LG&E and KU)
On October 23, 2020, LG&E and KU filed notices of intent with the KPSC to file applications for proposed adjustments of general electric and gas rates on
or after November 25, 2020. The applications will also include requests for a CPCN to deploy Advanced Metering Infrastructure and other matters. LG&E
and KU cannot predict the outcome of these potential proceedings.
(LKE and KU)
In July 2019, KU filed a request with the VSCC for an increase in annual Virginia base electricity revenues of approximately $13 million, representing an
increase of 18.2%. In January 2020, KU reached a partial settlement agreement including an increase in annual Virginia base electricity revenues of $9
million effective May 1, 2020, representing an increase of 12.9%. A hearing on the settlement and certain tariff provisions was held in January 2020. On
April 6, 2020, the VSCC issued an order approving the settlement and Hearing Examiner tariff provision recommendations. KU implemented the new rates
on May 1, 2020.
Results of Operations
(PPL)
The "Statement of Income Analysis" discussion below describes significant changes in principal line items on PPL's Statements of Income, comparing the
three and nine months ended September 30, 2020 with the same periods in 2019. The "Segment Earnings" and "Adjusted Gross Margins" discussions for
PPL provide a review of results by reportable segment. These discussions include non-GAAP financial measures, including "Earnings from Ongoing
Operations" and "Adjusted Gross Margins," and provide explanations of the non-GAAP financial measures and a reconciliation of those measures to the
most comparable GAAP measure.
Tables analyzing changes in amounts between periods within "Statement of Income Analysis," "Segment Earnings" and "Adjusted Gross Margins" are
presented on a constant GBP to U.S. dollar exchange rate basis, where applicable, in order to isolate the impact of the change in the exchange rate on the
item being explained. Results computed on a constant GBP to U.S. dollar exchange rate basis are calculated by translating current year results at the prior
year weighted-average GBP to U.S. dollar exchange rate.
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(PPL Electric, LKE, LG&E and KU)
A "Statement of Income Analysis" is presented separately for PPL Electric, LKE, LG&E and KU. The "Statement of Income Analysis" discussion below
describes significant changes in principal line items on the Statements of Income, comparing the three and nine months ended September 30, 2020 with the
same periods in 2019.
(All Registrants)
The results for interim periods can be disproportionately influenced by numerous factors and developments and by seasonal variations. As such, the results
of operations for interim periods do not necessarily indicate results or trends for the year or future periods.

PPL: Statement of Income Analysis, Segment Earnings and Adjusted Gross Margins
Statement of Income Analysis
Net income for the periods ended September 30 includes the following results:

Operating Revenues
Operating Expenses
Operation
Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses
Other Income (Expense) - net
Interest Expense
Income Taxes

$

1,885

Three Months
2019
$
1,933

Net Income

$

177
136
483
323
79
1,198
52
249
209
281

194
150
480
306
77
1,207
126
259
118
475

2020

$

83

$

5,678

Nine Months
2019
$
5,815

$

478
470
1,446
959
226
3,579
253
750
423
1,179

556
538
1,452
890
232
3,668
309
746
328
1,382

$ Change

2020

$

(48)

$

(17)
(14)
3
17
2
(9)
(74)
(10)
91
(194)

$

$

$ Change
(137)

$

(78)
(68)
(6)
69
(6)
(89)
(56)
4
95
(203)
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Operating Revenues
The increase (decrease) in operating revenues was due to:
Three Months
Domestic:
PPL Electric Distribution price (a)
PPL Electric Distribution volumes (b)
PPL Electric PLR (c)
PPL Electric Transmission Formula Rate (d)
LKE Retail Rates (e)
LKE ECR (f)
LKE Fuel and other energy prices (g)
LKE Municipal supply (h)
LKE Volumes (i)
LKE Demand (j)
Other
Total Domestic
U.K.:
Price
Volumes (j)
Foreign currency exchange rates
Engineering recharge income
Other
Total U.K.

$

$

Total

(16)
6
(13)
24
—
—
(3)
—
(33)
(8)
1
(42)
(4)
(22)
14
8
(2)
(6)
(48)

Nine Months
$

$

(16)
(11)
(38)
63
64
28
(42)
(28)
(84)
(32)
(1)
(97)
19
(62)
(3)
7
(1)
(40)
(137)

(a)
(b)
(c)

The distribution price variances are primarily due to reconcilable cost recovery mechanisms approved by the PUC.
The decrease for the nine months ended September 30, 2020 was primarily due to warmer weather in the first quarter of 2020, partially offset by warmer weather in the third quarter of 2020.
The decrease for the three months ended September 30, 2020 was primarily the result of lower energy prices, partially offset by higher volumes of non-shopping customers and favorable
weather. The decrease for the nine months ended September 30, 2020 was primarily the result of lower energy prices and unfavorable weather, partially offset by higher volumes of nonshopping customers in 2020.
(d) The increases were primarily due to returns on additional capital investments.
(e) The increase was primarily due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.
(f) The increase was primarily due to higher recoverable depreciation expense as a result of higher depreciation rates effective May 1, 2019.
(g) The decreases were primarily due to lower recoveries of fuel and energy purchases due to lower commodity costs.
(h) The decrease was primarily due to the termination of eight supply contracts with Kentucky municipalities on April 30, 2019.
(i) The decreases were primarily due to weather.
(j) The decreases were primarily due to COVID-19.

Fuel
Fuel decreased $17 million for the three months ended September 30, 2020 compared with 2019, primarily due to an $13 million decrease in volumes
driven by weather and a $2 million decrease in commodity costs.
Fuel decreased $78 million for the nine months ended September 30, 2020 compared with 2019, primarily due to a $43 million decrease in volumes driven
by weather, a $27 million decrease in commodity costs and a $9 million decrease in volumes driven by the termination of eight supply contracts with
Kentucky municipalities on April 30, 2019.
Energy Purchases
Energy purchases decreased $14 million for the three months ended September 30, 2020 compared with 2019, primarily due to lower PLR prices of $21
million, partially offset by higher PLR volumes of $7 million at PPL Electric.
Energy purchases decreased $68 million for the nine months ended September 30, 2020 compared with 2019, primarily due to lower PLR prices of $54
million, partially offset by higher transmission enhancement expenses of $12 million at PPL Electric as well as a $22 million decrease due to lower
commodity costs at LKE.
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Other Operation and Maintenance
The increase (decrease) in other operation and maintenance was due to:
Three Months
Domestic:
PPL Electric Act 129
PPL Electric bad debts
PPL Electric universal service rider
PPL Electric canceled projects
LKE plant operations and maintenance
LKE COVID-19 impact
Storm costs
Other
U.K.:
Pension
Foreign currency exchange rates
Third-party engineering
Engineering management
COVID-19 impact
Other

$

$

Total

(5)
(7)
(4)
—
(1)
—
8
(6)
2
4
8
(1)
4
1
3

Nine Months
$

$

(12)
(3)
(8)
9
(9)
5
(15)
(10)
5
(2)
8
4
19
3
(6)

Depreciation
The increase in depreciation was due to:
Three Months
12
2
—
3
$
17

Additions to PP&E, net
Foreign currency exchange rates
Depreciation rates (a)
Other

$

Total
(a)

Nine Months
38
(1)
26
6
$
69

$

Higher depreciation rates were effective May 1, 2019 at LG&E and KU.

Other Income (Expense) - net
The increase (decrease) in other income (expense) - net was due to:
Three Months
(63)
(10)
(1)
$
(74)

Economic foreign currency exchange contracts (Note 15)
Defined benefit plans - non-service credits (Note 10)
Other

$

Total

Nine Months
(12)
(35)
(9)
$
(56)

$

Interest Expense
The increase (decrease) in interest expense was due to:
Three Months
(6)
(8)
3
1
$
(10)

Long-term debt interest expense
Short-term debt interest expense
Foreign currency exchange rates
Other

$

Total
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20
(15)
—
(1)
$
4

$
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Income Taxes
The increase (decrease) in income taxes was due to:
Three Months
(12)
(9)
109
(2)
—
5
$
91

Change in pre-tax income
Federal and state income tax return adjustments
Impact of the U.K. Finance Acts on deferred tax balances (a)
Amortization of excess deferred income taxes
Kentucky recycling credit, net of federal income tax expense (b)
Other

$

Total
(a)
(b)

Nine Months
(16)
(10)
109
(4)
20
(4)
$
95
$

The U.K. corporation tax rate was scheduled to be reduced from 19% to 17%, effective April 1, 2020. On March 11, 2020, the U.K. Finance Act 2020 included a cancellation of the tax rate
reduction to 17%, thereby maintaining the corporation tax rate at 19%. The Finance Act 2020 was formally enacted on July 22, 2020. The primary impact of the cancellation of the
corporation tax rate reduction was an increase in deferred tax liabilities and a corresponding deferred tax expense of $106 million.
During the second quarter of 2019, LKE recorded a deferred income tax benefit associated with two projects placed into service that prepare a generation waste material for reuse and, as a
result, qualify for a Kentucky recycling credit. The applicable credit provides tax benefits for a portion of the equipment costs for major recycling projects in Kentucky. A portion of this
amount has been reserved due to insufficient Kentucky taxable income projected at LKE.

Segment Earnings
PPL's Net Income by reportable segment for the periods ended September 30 was as follows:
Three Months
2020
U.K. Regulated
Kentucky Regulated
Pennsylvania Regulated
Corporate and Other (a)

$

Net Income

$

(a)

Nine Months

2019
55
129
135
(38)
281

$

236
150
118
(29)
475

$

$

$

$ Change
(181)
(21)
17
(9)
(194)

2020
$

$

2019
574
330
371
(96)
1,179

$

$

784
364
333
(99)
1,382

$

$

$ Change
(210)
(34)
38
3
(203)

Primarily represents financing and certain other costs incurred at the corporate level that have not been allocated or assigned to the segments, which are presented to reconcile segment
information to PPL's consolidated results.

Earnings from Ongoing Operations
Management utilizes "Earnings from Ongoing Operations" as a non-GAAP financial measure that should not be considered as an alternative to net income,
an indicator of operating performance determined in accordance with GAAP. PPL believes that Earnings from Ongoing Operations is useful and
meaningful to investors because it provides management's view of PPL's earnings performance as another criterion in making investment decisions. In
addition, PPL's management uses Earnings from Ongoing Operations in measuring achievement of certain corporate performance goals, including targets
for certain executive incentive compensation. Other companies may use different measures to present financial performance.
Earnings from Ongoing Operations is adjusted for the impact of special items. Special items are presented in the financial tables on an after-tax basis with
the related income taxes on special items separately disclosed. Income taxes on special items, when applicable, are calculated based on the statutory tax rate
of the entity where the activity is recorded. Special items may include items such as:
• Unrealized gains or losses on foreign currency economic hedges (as discussed below).
• Gains and losses on sales of assets not in the ordinary course of business.
• Impairment charges.
• Significant workforce reduction and other restructuring effects.
• Acquisition and divestiture-related adjustments.
• Other charges or credits that are, in management's view, non-recurring or otherwise not reflective of the company's ongoing operations.
Unrealized gains or losses on foreign currency economic hedges include the changes in fair value of foreign currency contracts used to hedge GBPdenominated anticipated earnings. The changes in fair value of these contracts are recognized immediately within GAAP earnings. Management believes
that excluding these amounts from Earnings from Ongoing Operations until
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settlement of the contracts provides a better matching of the financial impacts of those contracts with the economic value of PPL's underlying hedged
earnings. See Note 15 to the Financial Statements and "Risk Management" below for additional information on foreign currency economic activity.
PPL's Earnings from Ongoing Operations by reportable segment for the periods ended September 30 were as follows:
Three Months
2020
U.K. Regulated
Kentucky Regulated
Pennsylvania Regulated
Corporate and Other

$

Earnings from Ongoing Operations

$

Nine Months

2019
213
129
136
(28)
450

$

$ Change
205
150
118
(28)
445

$

$

2020
8
(21)
18
—
5

$

$

2019
767
334
372
(82)
1,391

$
$

$

$ Change
773
364
333
(95)
1,375

$

$

(6)
(30)
39
13
16

$

See "Reconciliation of Earnings from Ongoing Operations" below for a reconciliation of this non-GAAP financial measure to Net Income.
U.K. Regulated Segment
The U.K. Regulated segment consists of PPL Global, which primarily includes WPD's regulated electricity distribution operations, the results of hedging
the translation of WPD's earnings from GBP into U.S. dollars, and certain costs, such as U.S. income taxes, administrative costs and certain acquisitionrelated financing costs. The U.K. Regulated segment represents 49% of PPL's Net Income for the nine months ended September 30, 2020 and 40% of
PPL's assets at September 30, 2020.
Net Income and Earnings from Ongoing Operations for the periods ended September 30 include the following results.
2020
Operating revenues
Other operation and maintenance
Depreciation
Taxes, other than income
Total operating expenses
Other Income (Expense) - net
Interest Expense
Income Taxes
Net Income
Less: Special Items

$

Earnings from Ongoing Operations

$

485
141
66
32
239
46
97
140
55
(158)
213

Three Months
2019
$
491
125
60
32
217
120
110
48
236
31
$
205

$ Change
$

$

(6)
16
6
—
22
(74)
(13)
92
(181)
(189)
8

2020
$

1,575
412
197
95
704
241
296
242
574
(193)
767

$

Nine Months
2019
$
1,615
376
186
96
658
289
305
157
784
11
$
773

$ Change
$

(40)
36
11
(1)
46
(48)
(9)
85
(210)
(204)
(6)

$

The following after-tax gains (losses), which management considers special items, impacted the U.K. Regulated segment's results and are excluded from
Earnings from Ongoing Operations during the periods ended September 30.
Three Months
Income Statement Line Item
Foreign currency economic hedges, net of tax of $14, ($8), $20, ($4)
(a)
COVID-19 impact, net of tax of $1, $0, $4, $0 (b)
U.K. tax rate change (c)
Other, net of tax of $0, $0, $0, $1 (d)

Other Income (Expense) - net
Other operation and maintenance
Income Taxes
Other operation and maintenance

2020
$

$

Total Special Items

Nine Months

2019
(53)
(3)
(102)
—
(158)

$

$

2020
31
—
—
—
31

$

$

2019
(76)
(15)
(102)
—
(193)

$

$

15
—
—
(4)
11

(a)
(b)

Unrealized gains (losses) on contracts that economically hedge anticipated GBP-denominated earnings.
Incremental costs for labor not chargeable to capital projects due to U.K. government lockdown restrictions, purchases of personal protective equipment and other safety related actions
associated with the COVID-19 pandemic.
(c) The U.K. Finance Act 2020, formally enacted on July 22, 2020, canceled the reduction of the corporation tax rate from 19% to 17%. See Note 6 to the Financial Statements for additional
information.
(d) Settlement of a contractual dispute.

The changes in the components of the U.K. Regulated segment's results between these periods are due to the factors set forth below, which reflect amounts
classified as U.K. Adjusted Gross Margins, the items that management considers special and the
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effects of movements in foreign currency exchange, including the effects of foreign currency hedge contracts, on separate lines and not in their respective
Statement of Income line items.
Three Months
U.K.
U.K. Adjusted Gross Margins
Other operation and maintenance
Depreciation
Other Income (Expense) - net
Interest expense
Income taxes
U.S.
Income taxes
Other
Foreign currency exchange, after-tax
Earnings from Ongoing Operations
Special items, after-tax

$

$

Net Income

(27)
—
(5)
(12)
15
(2)
(1)
—
40
8
(189)
(181)

Nine Months
$

(44)
(16)
(12)
(35)
9
15
(3)
(1)
81
(6)
(204)
(210)

$

U.K.
•

See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of U.K. Adjusted Gross Margins.

•

Higher other operation and maintenance expense for the nine month period primarily due to increases in various costs that were not individually
significant in comparison to the prior year.

•

Lower other income (expense) - net for the three and nine month periods primarily due to lower pension income.

•

Lower interest expense for the three month period primarily due to interest on the index-linked bonds.

•

Higher income taxes for the three month period primarily due to a $7 million impact from the tax rate change, partially offset by $6 million lower
income taxes due to lower pre-tax income.

Kentucky Regulated Segment
The Kentucky Regulated segment consists primarily of LKE's regulated electricity generation, transmission and distribution operations conducted by
LG&E and KU, as well as LG&E's regulated distribution and sale of natural gas. In addition, certain acquisition-related financing costs are allocated to the
Kentucky Regulated segment. The Kentucky Regulated segment represents 28% of PPL's Net Income for the nine months ended September 30, 2020 and
33% of PPL's assets at September 30, 2020.
Net Income and Earnings from Ongoing Operations for the periods ended September 30 include the following results.

2020
Operating revenues
Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income
Total operating expenses
Other Income (Expense) - net
Interest Expense
Income Taxes
Net Income
Less: Special Items

$

Earnings from Ongoing Operations

$

806
177
18
205
152
21
573
1
76
29
129
—
129

Three Months
2019
$
844
194
19
205
144
19
581
2
74
41
150
—
$
150
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$ Change
$

$

2020
(38)
(17)
(1)
—
8
2
(8)
(1)
2
(12)
(21)
—
(21)

$

$

2,331
478
97
616
452
57
1,700
3
228
76
330
(4)
334

Nine Months
2019
$
2,421
556
125
627
402
55
1,765
2
222
72
364
—
$
364

$ Change
$

$

(90)
(78)
(28)
(11)
50
2
(65)
1
6
4
(34)
(4)
(30)
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The following after-tax gains (losses), which management considers special items, impacted the Kentucky Regulated segment's results and are excluded
from Earnings from Ongoing Operations during the periods ended September 30.
Three Months
2020

Income Statement Line Item
Other operation and maintenance

COVID-19 impact, net of tax of $0, $0, $1, $0 (a)

$
$

Total Special Items
(a)

Nine Months

2019
—
—

2020

$
$

—
—

$
$

2019
(4)
(4)

$
$

—
—

Incremental costs for outside services, customer payment processing, personal protective equipment and other safety related actions associated with the COVID-19 pandemic.

The changes in the components of the Kentucky Regulated segment's results between these periods were due to the factors set forth below, which reflect
amounts classified as Kentucky Adjusted Gross Margins and the items that management considers special on separate lines and not in their respective
Statement of Income line items.
Three Months
(26)
—
(2)
(2)
(1)
(2)
12
(21)
—
$
(21)

Kentucky Adjusted Gross Margins
Other operation and maintenance
Depreciation
Taxes, other than income
Other Income (Expense) - net
Interest Expense
Income Taxes
Earnings from Ongoing Operations
Special items, after-tax

$

Net Income

Nine Months
(14)
12
(17)
(1)
1
(6)
(5)
(30)
(4)
$
(34)
$

•

See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of Kentucky Adjusted Gross Margins.

•

Lower income taxes for the three month period primarily due to lower pre-tax income.

•

Higher income taxes for the nine month period primarily due to a deferred income tax benefit recorded in 2019 related to a Kentucky recycling credit
of $17 million, partially offset by lower income tax expense of $6 million due to lower pre-tax income.

Pennsylvania Regulated Segment
The Pennsylvania Regulated segment includes the regulated electricity transmission and distribution operations of PPL Electric. In addition, certain costs
are allocated to the Pennsylvania Regulated segment. The Pennsylvania Regulated segment represents 31% of PPL's Net Income for the nine months ended
September 30, 2020 and 26% of PPL's assets at September 30, 2020.
Net Income and Earnings from Ongoing Operations for the periods ended September 30 include the following results.
2020
Operating revenues
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income
Total operating expenses
Other Income (Expense) - net
Interest Expense
Income Taxes
Net Income
Less: Special Item

$

Earnings from Ongoing Operations

$

586
118
122
102
30
372
8
44
43
135
(1)
136

Three Months
2019
$
590
132
137
99
29
397
8
43
40
118
—
$
118
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$ Change
$

$

2020
(4)
(14)
(15)
3
1
(25)
—
1
3
17
(1)
18

$

$

1,748
373
388
301
78
1,140
17
130
124
371
(1)
372

Nine Months
2019
$
1,756
413
417
290
84
1,204
21
126
114
333
—
$
333

$ Change
$

$

(8)
(40)
(29)
11
(6)
(64)
(4)
4
10
38
(1)
39
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The following after-tax gains (losses), which management considers special items, impacted the Pennsylvania Regulated segment's results and are excluded
from Earnings from Ongoing Operations during the periods ended September 30.
Three Months
COVID-19 impact, net of tax of $0, $0, $0, $0 (a)

Income Statement Line Item
Other operation and maintenance

Total Special Items

2020
$
$

Nine Months

2019
(1)
(1)

2020

$
$

—
—

$
$

2019
(1)
(1)

$
$

—
—

(a) Incremental costs for outside services, personal protective equipment and other safety related actions associated with the COVID-19 pandemic.

The changes in the components of the Pennsylvania Regulated segment's results between these periods are due to the factors set forth below, which reflect
amounts classified as Pennsylvania Adjusted Gross Margins on a separate line and not in their respective Statement of Income line items.
Three Months
17
9
(4)
—
—
(1)
(3)
18
(1)
$
17

Pennsylvania Adjusted Gross Margins
Other operation and maintenance
Depreciation
Taxes, other than income
Other Income (Expense) - net
Interest Expense
Income Taxes
Earnings from Ongoing Operations
Special Item, after tax

$

Net Income

•

See "Adjusted Gross Margins - Changes in Adjusted Gross Margins" for an explanation of Pennsylvania Adjusted Gross Margins.

•

Lower other operation and maintenance expense for the three month period primarily due to lower bad debt expense.

Nine Months
52
7
(9)
7
(4)
(4)
(10)
39
(1)
$
38
$

Reconciliation of Earnings from Ongoing
Operations
-- -----The following tables contain after-tax gains (losses), in total, which management considers special items, that are excluded from Earnings from Ongoing
Operations and a reconciliation to PPL's "Net Income" for the periods ended September 30.
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Net Income
Less: Special Item (expense) benefit:
Foreign currency economic hedges, net of tax of $14
Talen litigation costs, net of tax of $1 (a)
COVID-19 impact, net of tax of $1, $0, $0, $0
U.K. tax rate change
Strategic corporate initiatives, net of tax of $2 (b)
Total Special Items

KY
Regulated
$
129

(53)
—
(3)
(102)
—
(158)
213

—
—
—
—
—
—
129

$

Earnings from Ongoing Operations

Net Income
Less: Special Item (expense) benefit:
Foreign currency economic hedges, net of tax of ($8)
Talen litigation costs, net of tax of $0 (a)
Total Special Items

Net Income
Less: Special Items (expense) benefit:
Foreign currency economic hedges, net of tax of $20
Talen litigation costs, net of tax of $2 (a)
COVID-19 impact, net of tax of $4, $1, $0, $0
U.K. tax rate change
Strategic corporate initiatives, net of tax of $2 (b)
Total Special Items

KY
Regulated
$
150

31
—
31
205

—
—
—
150

Net Income
Less: Special Items (expense) benefit:
Foreign currency economic hedges, net of tax of ($4)
Talen litigation costs, net of tax of $1 (a)
Other, net of tax of $1
Total Special Items

KY
Regulated
$
330

(76)
—
(15)
(102)
—
(193)
767

—
—
(4)
—
—
(4)
334

$

U.K.
Regulated
$
784

KY
Regulated
$
364

15
—
(4)
11
773

—
—
—
—
364

$

Earnings from Ongoing Operations

$

U.K.
Regulated
$
574

$

Earnings from Ongoing Operations

$

U.K.
Regulated
$
236

$

Earnings from Ongoing Operations

(a)
(b)

U.K.
Regulated
$
55

$

2020 Three Months
PA
Corporate
Regulated
and Other
$
135 $
(38)

Total
$

281

—
(2)
(1)
—
(7)
(10)
(28)

$

(53)
(2)
(5)
(102)
(7)
(169)
450

2019 Three Months
PA
Corporate
Regulated
and Other
$
118 $
(29)

$

475

—
(1)
(1)
(28)

$

31
(1)
30
445

2020 Nine Months
PA
Corporate
Regulated
and Other
$
371 $
(96)

$

Total
1,179

—
(6)
(1)
—
(7)
(14)
(82)

$

(76)
(6)
(21)
(102)
(7)
(212)
1,391

2019 Nine Months
PA
Corporate
Regulated
and Other
$
333 $
(99)

$

Total
1,382

$

15
(4)
(4)
7
1,375

$

$

$

$

—
—
(1)
—
—
(1)
136

—
—
—
118

—
—
(1)
—
—
(1)
372

—
—
—
—
333

$

$

$

$

—
(4)
—
(4)
(95)

Total

PPL incurred legal expenses related to litigation with its former affiliate, Talen Montana. See Note 11 to the Financial Statements for additional information.
Costs related to the process to sell WPD, announced on August 10, 2020. Similar costs of $4 million, after-tax, were incurred in 2019, but not treated as a special item. See Note 9 to the
Financial Statements for additional information.

Adjusted Gross Margins
Management also utilizes the following non-GAAP financial measures as indicators of performance for its businesses:
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•

"U.K. Adjusted Gross Margins" is a single financial performance measure of the electricity distribution operations of the U.K. Regulated segment. In
calculating this measure, direct costs such as connection charges from National Grid, which owns and manages the electricity transmission network in
England and Wales, and Ofgem license fees (recorded in "Other operation and maintenance" on the Statements of Income) are deducted from operating
revenues, as they are costs passed through to customers. As a result, this measure represents the net revenues from the delivery of electricity across
WPD's distribution network in the U.K. and directly related activities.

•

"Kentucky Adjusted Gross Margins" is a single financial performance measure of the electricity generation, transmission and distribution operations of
the Kentucky Regulated segment, as well as the Kentucky Regulated segment's distribution and sale of natural gas. In calculating this measure, fuel,
energy purchases and certain variable costs of production (recorded in "Other operation and maintenance" on the Statements of Income) are deducted
from operating revenues. In addition, certain other expenses, recorded in "Other operation and maintenance," "Depreciation" and "Taxes, other than
income" on the Statements of Income, associated with approved cost recovery mechanisms are offset against the recovery of those expenses, which are
included in revenues. These mechanisms allow for direct recovery of these expenses and, in some cases, returns on capital investments and
performance incentives. As a result, this measure represents the net revenues from electricity and gas operations.

•

"Pennsylvania Adjusted Gross Margins" is a single financial performance measure of the electricity transmission and distribution operations of the
Pennsylvania Regulated segment. In calculating this measure, utility revenues and expenses associated with approved recovery mechanisms, including
energy provided as a PLR, are offset with minimal impact on earnings. Costs associated with these mechanisms are recorded in "Energy purchases,"
"Other operation and maintenance" (which are primarily Act 129, Storm Damage and Universal Service program costs), "Depreciation" (which is
primarily related to the Act 129 Smart Meter program) and "Taxes, other than income" (which is primarily gross receipts tax) on the Statements of
Income. This measure represents the net revenues from the Pennsylvania Regulated segment's electricity delivery operations.

These measures are not intended to replace "Operating Income," which is determined in accordance with GAAP, as an indicator of overall operating
performance. Other companies may use different measures to analyze and report their results of operations. Management believes these measures provide
additional useful criteria to make investment decisions. These performance measures are used, in conjunction with other information, by senior
management and PPL's Board of Directors to manage operations and analyze actual results compared with budget.
Changes in Adjusted Gross Margins
The following table shows Adjusted Gross Margins by PPL's reportable segment and by component, as applicable, for the periods ended September 30 as
well as the change between periods. The factors that gave rise to the changes are described following the table.
2020

Three Months
2019

$ Change

2020

Nine Months
2019

$ Change

U.K. Regulated
U.K. Adjusted Gross Margins

$

431

$

446

$

(15)

$

12
(27)

Impact of changes in foreign currency exchange rates
U.K. Adjusted Gross Margins excluding impact of foreign currency exchange rates

$

1,445

$

1,492

$

(47)

$

(3)
(44)

Kentucky Regulated
Kentucky Adjusted Gross Margins
Pennsylvania Regulated
Pennsylvania Adjusted Gross Margins
Distribution
Transmission
Total Pennsylvania Adjusted Gross Margins

$

546

$

572

$

(26)

$

1,572

$

1,586

$

(14)

$

225
179
404

$

232
155
387

$

(7)
24
17

$

685
503
1,188

$

696
440
1,136

$

(11)
63
52

$

$

$

$

$

$

U.K. Adjusted Gross Margins
U.K. Adjusted Gross Margins, excluding the impact of changes in foreign currency exchange rates, decreased for the three months ended September 30,
2020, compared with 2019, primarily due to $22 million of lower volumes, of which $30 million
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was due to the COVID-19 lockdown restrictions that were effective beginning the latter half of March 2020 and $4 million from the April 1, 2020 price
decrease.
U.K. Adjusted Gross Margins, excluding the impact of changes in foreign currency exchange rates, decreased for the nine months ended September 30,
2020, compared with 2019, primarily due to $62 million of lower volumes, of which $70 million was due to the COVID-19 lockdown restrictions that were
effective beginning the latter half of March 2020, partially offset by $19 million from the April 1, 2019 and 2020 price changes.
Kentucky Adjusted Gross Margins
Kentucky Adjusted Gross Margins decreased for the three months ended September 30, 2020 compared with 2019, due to $18 million of decreased sales
volumes primarily due to weather and $8 million of lower commercial and industrial demand revenue primarily due to impacts of COVID-19.
Kentucky Adjusted Gross Margins decreased for the nine months ended September 30, 2020 compared with 2019, due to $36 million of decreased sales
volumes primarily due to weather, $32 million of lower commercial and industrial demand revenue primarily due to impacts of COVID-19 and a $17
million decrease due to the termination of eight supply contracts with Kentucky municipalities on April 30, 2019, partially offset by higher retail rates
approved by the KPSC effective May 1, 2019 of $64 million, inclusive of the termination of the TCJA bill credit mechanism.
Pennsylvania Adjusted Gross Margins
Distribution
Distribution Adjusted Gross Margins decreased for the three and nine months ended September 30, 2020, compared with 2019. No items were individually
significant in comparison to the prior year.
Transmission
Transmission Adjusted Gross Margins increased for the three and nine months ended September 30, 2020, compared with 2019, primarily due to returns on
additional transmission capital investments focused on replacing aging infrastructure and improving reliability.
Reconciliation of Adjusted Gross Margins
The following tables contain the components from the Statement of Income that are included in the non-GAAP financial measures and a reconciliation to
PPL's "Operating Income" for the periods ended September 30.

Operating Revenues

U.K.
Adjusted Gross
Margins
$
476 (c)

Operating Expenses
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses
Total

$

—
—
—
45
—
—
45
431

93

Kentucky
Adjusted Gross
Margins
$
806

$

177
18
—
25
39
1
260
546

2020 Three Months
Pennsylvania
Adjusted Gross
Margins
$
586

$

17

$

—
—
—
390
271
50
711
(694)

—
118

$

23
13
28
182
404

$

Operating
Income (b)
1,885

$

177
136
—
483
323
79
1,198
687

Other (a)
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Operating Revenues

U.K.
Adjusted Gross
Margins
$
481 (c)

Operating Expenses
Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses
$

Total

Operating Revenues
Operating Expenses
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses

Operating Revenues
Operating Expenses
Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses
Total
(a)
(b)
(c)

U.K.
Adjusted Gross
Margins
$
1,547 (c)

$

Total

—
—
35
—
—
35
446

—
—
—
102
—
—
102
1,445

U.K.
Adjusted Gross
Margins
$
1,586 (c)

$

—
—
94
—
—
94
1,492

Kentucky
Adjusted Gross
Margins
$
844

2019 Three Months
Pennsylvania
Adjusted Gross
Margins
$
590

194
19
25
33
1
272
572

—
132
30
14
27
203
387

$

$

Kentucky
Adjusted Gross
Margins
$
2,331

2020 Nine Months
Pennsylvania
Adjusted Gross
Margins
$
1,748

478
97
—
66
114
4
759
1,572

—
373
—
69
38
80
560
1,188

$

$

Kentucky
Adjusted Gross
Margins
$
2,421

2019 Nine Months
Pennsylvania
Adjusted Gross
Margins
$
1,756

556
125
70
81
3
835
1,586

—
413
92
36
79
620
1,136

$

$

$

Operating
Income (b)
1,933

$

194
150
480
306
77
1,207
726

$

Operating
Income (b)
5,678

$

478
470
—
1,446
959
226
3,579
2,099

$

Operating
Income (b)
5,815

$

556
538
1,452
890
232
3,668
2,147

Other (a)
$

18

$

—
(1)
390
259
49
697
(679)

Other (a)
$

52

$

—
—
—
1,209
807
142
2,158
(2,106)

Other (a)
$

52

$

—
—
1,196
773
150
2,119
(2,067)

Represents amounts excluded from Adjusted Gross Margins.
As reported on the Statements of Income.
Excludes ancillary revenues of $9 million and $28 million for the three and nine months ended September 30, 2020 and $10 million and $29 million for the three and nine months ended
September 30, 2019.
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PPL Electric: Statement of Income Analysis
Statement of Income Analysis
Net income for the periods ended September 30 includes the following results.

Operating Revenues
Operating Expenses
Operation
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses
Other Income (Expense) - net
Interest Income from Affiliate
Interest Expense
Income Taxes

$

586

Three Months
2019
$
590

Net Income

$

118
122
102
30
372
7
1
44
44
134

132
137
99
29
397
7
1
43
40
118

2020

$

$

1,748

Nine Months
2019
$
1,756

$

373
388
301
78
1,140
15
2
130
125
370

413
417
290
84
1,204
18
3
126
114
333

$ Change

2020

$

(4)

$

(14)
(15)
3
1
(25)
—
—
1
4
16

$

$ Change
$

(8)

$

(40)
(29)
11
(6)
(64)
(3)
(1)
4
11
37

Operating Revenues
The increase (decrease) in operating revenues was due to:
Three Months
(16)
6
(13)
24
(5)
$
(4)

Distribution price (a)
Distribution volumes (b)
PLR (c)
Transmission Formula Rate (d)
Other

$

Total
(a)
(b)
(c)
(d)

Nine Months
(16)
(11)
(38)
63
(6)
$
(8)
$

The distribution price variances are primarily due to reconcilable cost recovery mechanisms approved by the PUC.
The decrease for the nine months ended September 30, 2020 was primarily due to warmer weather in the first quarter of 2020, partially offset by warmer weather in the third quarter of 2020.
The decrease for the three months ended September 30, 2020 was primarily the result of lower energy prices, partially offset by higher volumes of non-shopping customers and favorable
weather. The decrease for the nine months ended September 30, 2020 was primarily the result of lower energy prices and unfavorable weather, partially offset by higher volumes of nonshopping customers in 2020.
The increases were primarily due to returns on additional capital investments.

Energy Purchases
Energy purchases decreased $14 million for the three months ended September 30, 2020 compared with 2019, primarily due to lower PLR prices of $21
million, partially offset by higher PLR volumes of $7 million.
Energy purchases decreased $40 million for the nine months ended September 30, 2020 compared with 2019, primarily due to lower PLR prices of $54
million, partially offset by higher transmission enhancement expenses of $12 million.
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Other Operation and Maintenance
The increase (decrease) in other operation and maintenance was due to:
Three Months
(5)
8
(4)
(7)
—
(7)
$
(15)

Act 129
Storm costs
Universal service rider
Bad debts
Canceled projects
Other

$

Total

Nine Months
(12)
(9)
(8)
(3)
9
(6)
$
(29)

$

Income Taxes
The increase (decrease) in income taxes was due to:
Three Months
Change in pre-tax income at current period tax rates
Federal and state tax return adjustments
Other

$

Total

$

5 $
(4)
3
4 $

Nine Months
13
(5)
3
11

LKE: Statement of Income Analysis
Statement of Income Analysis
Net income for the periods ended September 30 includes the following results.

Operating Revenues
Operating Expenses
Operation
Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses
Other Income (Expense) - net
Interest Expense
Interest Expense with Affiliate
Income Taxes

$

806

Three Months
2019
$
844

Net Income

$

177
18
205
152
21
573
1
56
10
31
137

194
19
205
144
19
581
2
57
7
43
158

2020

$

Operating Revenues
The increase (decrease) in operating revenues was due to:
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$

2,331

Nine Months
2019
$
2,421

$

478
97
616
452
57
1,700
3
172
25
82
355

556
125
627
402
55
1,765
2
169
23
78
388

$ Change

2020

$

(38)

$

(17)
(1)
—
8
2
(8)
(1)
(1)
3
(12)
(21)

$

$ Change
$

(90)

$

(78)
(28)
(11)
50
2
(65)
1
3
2
4
(33)
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Three Months
(33)
(3)
(8)
—
—
—
6
$
(38)

Volumes (a)
Fuel and other energy prices (b)
Demand (c)
Municipal supply (d)
Retail rates (e)
ECR (f)
Other

$

Total
(a)
(b)
(c)
(d)
(e)
(f)

Nine Months
(84)
(42)
(32)
(28)
64
28
4
$
(90)

$

The decreases were primarily due to weather.
The decreases were primarily due to lower recoveries of fuel and energy purchases due to lower commodity costs.
The decreases were primarily due to COVID-19.
The decrease was primarily due to the termination of eight supply contracts with Kentucky municipalities on April 30, 2019.
The increase was primarily due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.
The increase was primarily due to higher recoverable depreciation expense as a result of higher depreciation rates effective May 1, 2019.

Fuel
Fuel decreased $17 million for the three months ended September 30, 2020 compared with 2019, primarily due to a $13 million decrease in volumes driven
by weather and a $2 million decrease in commodity costs.
Fuel decreased $78 million for the nine months ended September 30, 2020 compared with 2019, primarily due to a $43 million decrease in volumes driven
by weather, a $27 million decrease in commodity costs and a $9 million decrease in volumes driven by the termination of eight supply contracts with
Kentucky municipalities on April 30, 2019.
Energy Purchases
Energy purchases decreased $28 million for the nine months ended September 30, 2020 compared with 2019, primarily due to a decrease in commodity
costs.
Depreciation
Depreciation increased $8 million for the three months ended September 30, 2020 compared with 2019, primarily due to additional assets placed into
service, net of retirements.
Depreciation increased $50 million for the nine months ended September 30, 2020 compared with 2019, primarily due to a $26 million increase related to
higher depreciation rates effective May 1, 2019 and a $21 million increase related to additional assets placed into service, net of retirements.
Income taxes
Income taxes decreased $12 million for the three months ended September 30, 2020 compared with 2019, primarily due to lower pre-tax income.
Income taxes increased $4 million for the nine months ended September 30, 2020 compared with 2019, primarily due to a deferred income tax benefit
recorded in 2019 related to a Kentucky recycling credit of $17 million, partially offset by lower income tax expense of $7 million due to lower pre-tax
income.
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LG&E: Statement of Income Analysis
Statement of Income Analysis
Net income for the periods ended September 30 includes the following results.
Three Months
2019

2020
Operating Revenues
Retail and wholesale
Electric revenue from affiliate
Total Operating Revenues
Operating Expenses
Operation
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses
Other Income (Expense) - net
Interest Expense
Income Taxes
Net Income

$

$

362
1
363

64
13
8
93
64
11
253
(1)
22
16
71

$

380
2
382

79
14
2
92
61
10
258
—
22
22
80

$

$ Change
$

$

Nine Months
2019

2020
(18)
(1)
(19)

(15)
(1)
6
1
3
1
(5)
(1)
—
(6)
(9)

$

$

1,075
17
1,092

188
83
16
277
193
30
787
(1)
66
47
191

$

$

1,105
21
1,126

226
110
6
282
168
29
821
(1)
65
51
188

$ Change
$

$

(30)
(4)
(34)

(38)
(27)
10
(5)
25
1
(34)
—
1
(4)
3

Operating Revenues
The increase (decrease) in operating revenues was due to:
Three Months
(20)
(1)
(4)
—
1
5
$
(19)

Volumes (a)
Fuel and other energy prices (b)
Demand (c)
Retail rates (d)
ECR (e)
Other

$

Total
(a)
(b)
(c)
(d)
(e)

Nine Months
(44)
(22)
(13)
27
13
5
$
(34)

$

The decreases were primarily due to weather.
The decreases were primarily due to lower recoveries of fuel and energy purchases due to lower commodity costs.
The decreases were primarily due to COVID-19.
The increase was primarily due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.
The increase for the nine month period was primarily due to higher recoverable depreciation expense as a result of higher depreciation rates effective May 1, 2019.

Fuel
Fuel decreased $15 million for the three months ended September 30, 2020 compared with 2019, primarily due a decrease in volumes driven by weather.
Fuel decreased $38 million for the nine months ended September 30, 2020 compared with 2019, due to a $32 million decrease in volumes driven by
weather and a $6 million decrease in commodity costs.
Energy Purchases
Energy purchases decreased $27 million for the nine months ended September 30, 2020 compared with 2019, primarily due to a decrease in commodity
costs.
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Energy Purchases from affiliate
Energy purchases from affiliate increased $6 million and $10 million for the three and nine months ended September 30, 2020 compared with 2019,
primarily due to the timing of generation maintenance outages.
Depreciation
Depreciation increased $25 million for the nine months ended September 30, 2020 compared with 2019, primarily due to a $13 million increase related to
higher depreciation rates effective May 1, 2019 and an $11 million increase related to additional assets placed into service, net of retirements.
Income taxes
Income taxes decreased $6 million for the three months ended September 30, 2020 compared with 2019, primarily due to lower pre-tax income.

KU: Statement of Income Analysis
Statement of Income Analysis
Net income for the periods ended September 30 includes the following results.
Three Months
2019

2020
Operating Revenues
Retail and wholesale
Electric revenue from affiliate
Total Operating Revenues
Operating Expenses
Operation
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses
Other Income (Expense) - net
Interest Expense
Income Taxes
Net Income

$

$

444
8
452

113
5
1
105
88
10
322
1
28
19
84

$

464
2
466

115
5
2
107
83
9
321
4
28
26
95

$

$ Change
$

$

Nine Months
2019

2020
(20)
6
(14)

(2)
—
(1)
(2)
5
1
1
(3)
—
(7)
(11)

$

$

1,256
16
1,272

290
14
17
316
258
27
922
2
85
50
217

$

$

1,316
6
1,322

330
15
21
320
233
26
945
4
82
62
237

$ Change
$

$

(60)
10
(50)

(40)
(1)
(4)
(4)
25
1
(23)
(2)
3
(12)
(20)

Operating Revenues
The increase (decrease) in operating revenues was due to:
Three Months
(9)
—
(2)
(4)
—
(1)
2
$
(14)

Volumes (a)
Municipal supply (b)
Fuel and other energy prices (c)
Demand (d)
Retail rates (e)
ECR (f)
Other

$

Total
(a)
(b)
(c)
(d)

The decreases were primarily due to weather.
The decrease was primarily due to the termination of eight supply contracts with Kentucky municipalities on April 30, 2019.
The decreases were primarily due to lower recoveries of fuel and energy purchases due to lower commodity costs.
The decreases were primarily due to COVID-19.
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Nine Months
(33)
(28)
(20)
(19)
37
15
(2)
$
(50)

$
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(e)
(f)

The increase was primarily due to higher base rates, inclusive of the termination of the TCJA bill credit mechanism, effective May 1, 2019.
The increase for the nine month period was primarily due to higher recoverable depreciation expense as a result of higher depreciation rates effective May 1, 2019.

Fuel
Fuel decreased $40 million for the nine months ended September 30, 2020 compared with 2019, primarily due to a $21 million decrease in commodity
costs, an $11 million decrease in volumes driven by weather and a $9 million decrease in volumes driven by the termination of eight supply contracts with
Kentucky municipalities on April 30, 2019.
Depreciation
Depreciation increased $5 million for the three months ended September 30, 2020 compared with 2019, primarily due to additional assets placed into
service, net of retirements.
Depreciation increased $25 million for the nine months ended September 30, 2020 compared with 2019, primarily due to a $13 million increase related to
higher depreciation rates effective May 1, 2019 and a $10 million increase related to additional assets placed into service, net of retirements.
Income taxes
Income taxes decreased $7 million and $12 million for the three and nine months ended September 30, 2020 compared with 2019, primarily due to lower
pre-tax income.
Financial Condition
The remainder of this Item 2 in this Form 10-Q is presented on a combined basis, providing information, as applicable, for all Registrants.
Liquidity and Capital Resources
(All Registrants)
The Registrants had the following at:
PPL (a)
September 30, 2020
Cash and cash equivalents
Short-term debt
Long-term debt due within one year
Notes payable with affiliates

-----

December 31, 2019
Cash and cash equivalents
Short-term debt
Long-term debt due within one year
Notes payable with affiliates
(a)

PPL Electric

LKE

LG&E

KU

$

746
1,368
1,525

$

26
280
400
—

$

25
345
424
153

$

10
206
292
—

$

15
139
132
—

$

815
1,151
1,172

$

262
—
—
—

$

27
388
975
150

$

15
238
—
—

$

12
150
500
—

At September 30, 2020, $237 million of cash and cash equivalents were denominated in GBP. If these amounts would be remitted as dividends, PPL would not anticipate an incremental
U.S. tax cost. See Note 6 to the Financial Statements in PPL's 2019 Form 10-K for additional information on undistributed earnings of WPD.

Net cash provided by (used in) operating, investing and financing activities for the nine month periods ended September 30, and the changes between
periods, were as follows.
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PPL
2020
Operating activities
Investing activities
Financing activities
2019
Operating activities
Investing activities
Financing activities
Change - Cash Provided (Used)
Operating activities
Investing activities
Financing activities

PPL Electric

LKE

LG&E

KU

$

2,247
(2,358)
33

$

656
(844)
(48)

$

872
(707)
(167)

$

419
(329)
(95)

$

446
(378)
(65)

$

1,888
(2,194)
363

$

609
(1,361)
512

$

813
(761)
(46)

$

417
(323)
(92)

$

471
(436)
(31)

$

359
(164)
(330)

$

47
517
(560)

$

59
54
(121)

$

2
(6)
(3)

$

(25)
58
(34)

Operating Activities
The components of the change in cash provided by (used in) operating activities for the nine months ended September 30, 2020 compared with 2019 were
as follows.
PPL
Change - Cash Provided (Used)
Net income
Non-cash components
Working capital
Defined benefit plan funding
Other operating activities

$

$

Total

PPL Electric
(203)
315
156
17
74
359

$

$

37
25
15
—
(30)
47

LKE
$

$

LG&E
(33)
27
26
6
33
59

$

$

KU
3
(26)
2
—
23
2

$

$

(20)
2
(10)
2
1
(25)

(PPL)
PPL's cash provided by operating activities in 2020 increased $359 million compared with 2019.
• Net income decreased $203 million between the periods and included an increase in non-cash charges of $315 million. The increase in non-cash
charges was primarily due to an increase in depreciation expense (primarily due to higher depreciation rates and additional assets placed into
service, net of retirements), an increase in deferred income taxes (due to the cancellation of the U.K. corporation tax rate reduction, book versus
tax plant timing differences and Federal net operating losses) and an increase in unrealized gains on derivatives, and other hedging activities,
partially offset by a decrease in amortization expense.
•

The $156 million increase in cash from changes in working capital was primarily due to an increase in accounts payable (primarily due to timing
of disbursement of payments), a decrease in unbilled revenues (primarily due to weather), and an increase in other current liabilities, partially
offset by an increase in accounts receivable (primarily due to timing of receipts) and an increase in materials and supplies (primarily due to a
contract termination and subsequent guaranteed purchase of inventory from a third-party logistics firm).

•

The $74 million increase in cash provided by other operating activities was driven primarily by an increase in other liabilities (primarily related to
regulatory liabilities and deferral of payroll taxes).

(PPL Electric)
PPL Electric's cash provided by operating activities in 2020 increased $47 million compared with 2019.
• Net income increased $37 million between the periods and included an increase in non-cash components of $25 million. The increase in non-cash
components was primarily due to an increase in depreciation expense and an increase in other expenses (primarily due to an increase in canceled
projects).
•

The $15 million increase in cash from changes in working capital was primarily due to a decrease in unbilled revenues (primarily due to weather),
an increase in accounts payable (primarily due to timing of payments), and a decrease in
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other net current assets and current liabilities, partially offset by an increase in accounts receivable (primarily due to the timing of receipts).
•

The $30 million decrease in cash provided by other operating activities was driven primarily by an increase in non-current assets (primarily related
to prepayments).

(LKE)
LKE's cash provided by operating activities in 2020 increased $59 million compared with 2019.
• Net income decreased $33 million between the periods and included an increase in non-cash components of $27 million. The increase in non-cash
components was primarily driven by an increase in depreciation expense (primarily due to higher depreciation rates and additional assets placed
into service, net of retirements), partially offset by a decrease in deferred income tax expense (primarily due to book versus tax plant timing
differences).
•

The increase in cash from changes in working capital was primarily driven by a decrease in unbilled revenue (primarily due to weather) and an
increase in accounts payable (primarily due to timing of payments), partially offset by an increase in accounts receivable (primarily due to increase
in aged receivables due to COVID-19 related disconnection moratoriums) and a decrease in interest payable (primarily due to timing of
payments).

•

The increase in cash provided by other operating activities was driven primarily by an increase in other liabilities (primarily related to regulatory
liabilities and deferral of payroll taxes).

(LG&E)
LG&E's cash provided by operating activities in 2020 increased $2 million compared with 2019.
• Net income increased $3 million between the periods and included a decrease in non-cash components of $26 million. The decrease in non-cash
components was primarily driven by a decrease in deferred income tax expense (primarily due to book versus tax plant timing differences),
partially offset by an increase in depreciation expense (primarily due to higher depreciation rates and additional assets placed into service, net of
retirements).
•

The increase in cash from changes in working capital was primarily driven by a decrease in unbilled revenues (primarily due to weather) and net
regulatory assets (primarily due to the timing of rate recovery mechanisms), partially offset by a decrease in accounts payable (primarily due to
timing of payments) and an increase in accounts receivables (primarily due to increase in aged receivables due to COVID-19 related disconnection
moratoriums).

•

The increase in cash provided by other operating activities was driven primarily by an increase in other liabilities (primarily related to regulatory
liabilities) and a decrease in ARO expenditures.

(KU)
KU's cash provided by operating activities in 2020 decreased $25 million compared with 2019.
• Net income decreased $20 million between the periods and included an increase in non-cash charges of $2 million. The increase in non-cash
components was driven by an increase in depreciation expense (primarily due to higher depreciation rates and additional assets placed into service,
net of retirements), partially offset by a decrease in deferred income tax expense (primarily due to book versus tax plant timing differences).
•

The decrease in cash from changes in working capital was primarily driven by an increase in accounts receivable (primarily due to increase in
aged receivables due to COVID-19 related disconnection moratoriums) and a decrease in other current liabilities (primarily due to timing of
payments), partially offset by an increase in accounts payable (primarily due to timing of payments) and a decrease in unbilled revenues (primarily
due to weather).

Investing Activities
(All Registrants)
The components of the change in cash provided by (used in) investing activities for the nine months ended September 30, 2020 compared with 2019 were
as follows.

102

Table of Contents
PPL
Change - Cash Provided (Used)
Expenditures for PP&E
Purchase of investments
Proceeds from the sale of investments
Notes receivable from affiliate
Other investing activities
Total

$

PPL Electric
(151)
55
(61)
—
(7)
(164)

$

$

$

(25)
—
—
546
(4)
517

LKE
$

LG&E
51
—
—
—
3
54

$

$

KU
(6)
—
—
—
—
(6)

$

$

55
—
—
—
3
58

$

For PPL, the increase in expenditures for PP&E was due to higher project expenditures at WPD and PPL Electric, partially offset by a decrease in project
expenditures at LKE, LG&E and KU. The increase in expenditures at WPD was primarily due to an increase in expenditures to enhance system reliability.
The increase in expenditures at PPL Electric was primarily due to timing differences on capital spending projects related to the ongoing efforts to improve
reliability and replace aging infrastructure. The decrease in expenditures at LKE was primarily due to decreased spending for environmental water projects
at LG&E and KU's Trimble County plant, LG&E's Mill Creek plant and KU's Ghent plant, partially offset by spending on gas transmission projects at
LG&E and spending on various other projects at LG&E and KU that are not individually significant.
(PPL Electric)
For PPL Electric, the change in "Notes receivable from affiliate" resulted from funding in 2019 of $546 million to an affiliate for general corporate
purposes.
Financing Activities
(All Registrants)
The components of the change in cash provided by (used in) financing activities for the nine months ended September 30, 2020 compared with 2019 were
as follows.
PPL
Change - Cash Provided (Used)
Debt issuance/retirement, net
Debt issuance/retirement with affiliate, net
Proceeds from project financing
Stock issuances/redemptions, net
Dividends
Capital contributions/distributions, net
Issuance of term loan
Change in short-term debt, net
Notes payable with affiliate
Other financing activities
Total

$

PPL Electric
(642)

$

152
(17)
(63)
—
300
(60)

$

—
(330)

$

(393)
—
—
—
(47)
(405)
—
280
—
5
(560)

LKE
$

$

LG&E
(982)
550
—
—
—
(51)
—
370
(13)
5
(121)

$

$

KU
(199)
—
—
—
15
28
—
148
—
5
(3)

$

$

(308)
—
—
—
22
30
—
222
—
—
(34)

See Note 8 to the Financial Statements in this Form 10-Q for information on 2020 short-term and long-term debt activity, equity transactions and PPL
dividends. See Note 8 to the Financial Statements in the Registrants' 2019 Form 10-K for information on 2019 activity.
Credit Facilities
The Registrants maintain credit facilities to enhance liquidity, provide credit support and provide a backstop to commercial paper programs. Amounts
borrowed under these credit facilities are reflected in "Short-term debt" on the Balance Sheets except for borrowings of $100 million under PPL Capital
Funding's term loan agreement due in March 2022, which are reflected in "Long-term Debt" on the Balance Sheets. At September 30, 2020, the total
committed borrowing capacity under credit facilities and the borrowings under these facilities were:

103

Table of Contents
External

PPL Capital Funding Credit Facilities
PPL Electric Credit Facility

$

LG&E Credit Facilities
KU Credit Facilities
Total LKE
Total U.S. Credit Facilities (a)
Total U.K. Credit Facilities (b)
(a)
(b)

Committed
Capacity
1,900
650

400
—

Letters of
Credit
and
Commercial
Paper Issued
$
—
281

$

206
139
345
626

$

294
261
555
2,424

£

—

£

721

Borrowed
$

$

500
400
900
3,450

$

—
—
—
400

£

1,055

£

332

$

Unused
Capacity
1,500
369

The commitments under the U.S. credit facilities are provided by a diverse bank group, with no one bank and its affiliates providing an aggregate commitment of more than the following
percentages of the total committed capacity: PPL - 12%, PPL Electric - 6%, LKE - 7%, LG&E - 7% and KU - 7%.
The amounts borrowed at September 30, 2020 were a USD-denominated borrowing of $200 million and GBP-denominated borrowings of £182 million which equated to $243 million. The
unused capacity reflects the amounts borrowed in GBP of £152 million as of the date borrowed. At September 30, 2020, the USD equivalent of unused capacity under the U.K. committed
credit facilities was $1 billion.
The commitments under the U.K. credit facilities are provided by a diverse bank group, with no one bank providing more than 14% of the total committed capacity.

See Note 8 to the Financial Statements for further discussion of the Registrants' credit facilities.
Intercompany (LKE, LG&E and KU)

LKE Credit Facility
LG&E Money Pool (a)
KU Money Pool (a)
(a)

$

Committed
Capacity
375
750
650

Borrowed
$

153
—
—

Non-affiliate Used
Capacity
$
—
206
139

Unused
Capacity
$

222
544
511

LG&E and KU participate in an intercompany money pool agreement whereby LKE and/or KU make available to LG&E funds up to $750 million and LKE and/or LG&E make available to
KU funds up to $650 million, at an interest rate based on a market index of commercial paper issues. However, the FERC has issued a maximum aggregate short-term debt limit at $750
million for LG&E and $650 million for KU from all covered sources.

See Note 12 to the Financial Statements for further discussion of intercompany credit facilities.
Commercial Paper (All Registrants)
PPL, PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund short-term liquidity needs, as
necessary. Commercial paper issuances, included in "Short-term debt" on the Balance Sheets, are supported by the respective Registrant's credit facility.
The following commercial paper programs were in place at September 30, 2020:

PPL Capital Funding
PPL Electric

$

Capacity
1,500
650

LG&E
KU
Total LKE
$

Total PPL

Long-term Debt (All Registrants)
See Note 8 to the Financial Statements for information regarding the Registrants’ long-term debt activities.
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350
350
700
2,850

Commercial
Paper
Issuances
$

$

—
280
206
139
345
625

$

$

Unused
Capacity
1,500
370
144
211
355
2,225
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(PPL)
Equity Securities Activities
ATM
In February 2018, PPL entered into an equity distribution agreement, pursuant to which PPL may sell, from time to time, up to an aggregate of $1.0 billion
of its common stock through an at-the-market offering program; including a forward sales component. The compensation paid to the selling agents by PPL
may be up to 2% of the gross offering proceeds of the shares. There were no issuances under the ATM program for the nine months ended September 30,
2020.
Common Stock Dividends
In August 2020, PPL declared a quarterly common stock dividend, payable October 1, 2020, of 41.5 cents per share (equivalent to $1.66 per annum).
Future dividends, declared at the discretion of the Board of Directors, will depend upon future earnings, cash flows, financial and legal requirements and
other factors.
Rating-Agency
Actions
---- ----(All Registrants)
Moody's and S&P periodically review the credit ratings of the debt of the Registrants and their subsidiaries. Based on their respective independent reviews,
the rating agencies may make certain ratings revisions or ratings affirmations.
A credit rating reflects an assessment by the rating agency of the creditworthiness associated with an issuer and particular securities that it issues. The
credit ratings of the Registrants and their subsidiaries are based on information provided by the Registrants and other sources. The ratings of Moody's and
S&P are not a recommendation to buy, sell or hold any securities of the Registrants or their subsidiaries. Such ratings may be subject to revisions or
withdrawal by the agencies at any time and should be evaluated independently of each other and any other rating that may be assigned to the securities.
The credit ratings of the Registrants and their subsidiaries affect their liquidity, access to capital markets and cost of borrowing under their credit facilities.
A downgrade in the Registrants' or their subsidiaries' credit ratings could result in higher borrowing costs and reduced access to capital markets. The
Registrants and their subsidiaries have no credit rating triggers that would result in the reduction of access to capital markets or the acceleration of maturity
dates of outstanding debt.
The rating agencies have taken the following actions related to the Registrants and their subsidiaries during 2020:
(PPL)
In April 2020, Moody’s and S&P assigned ratings of Baa2 and BBB+ to PPL Capital Funding’s $1 billion 4.125% Senior Notes due 2030. The notes were
issued April 1, 2020.
(PPL, LKE and LG&E)
In August 2020, Moody's and S&P assigned ratings of A1 and A to the Louisville/Jefferson County Metro Government, Kentucky's $23 million 0.90%
Pollution Control Revenue Bonds, 2001 Series A, due 2026, previously issued on behalf of LG&E. The bonds were remarketed September 3, 2020.
In August 2020, Moody's and S&P assigned ratings of A1 and A/A-2 to the County of Trimble, Kentucky's $125 million 1.30% Pollution Control Revenue
Refunding Bonds, 2016 Series A, due 2044, previously issued on behalf of LG&E. The bonds were remarketed September 3, 2020.
(PPL, LKE and KU)
In May 2020, Moody's and S&P assigned ratings of A1 and A to KU's $500 million 3.30% First Mortgage Bonds due 2050. The bonds were issued June 3,
2020.
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(PPL and PPL Electric)
In September 2020, Moody's and S&P assigned ratings of A1 and A to PPL Electric's $250 million First Mortgage Bonds, Floating Rate Series, due 2023.
The bonds were issued October 1, 2020.
In September 2020, Moody's and S&P assigned ratings of A1 and A to PEDFA's $90 million Pollution Control Revenue Refunding Bonds, Series 2008,
due 2023, previously issued on behalf of PPL Electric. The bonds were remarketed October 1, 2020.
Ratings Triggers
(PPL, LKE, LG&E and KU)
Various derivative and non-derivative contracts, including contracts for the sale and purchase of electricity and fuel, commodity transportation and storage,
interest rate and foreign currency instruments (for PPL), contain provisions that require the posting of additional collateral or permit the counterparty to
terminate the contract, if PPL's, LKE's, LG&E's or KU's or their subsidiaries' credit rating, as applicable, were to fall below investment grade. See Note 15
to the Financial Statements for a discussion of "Credit Risk-Related Contingent Features," including a discussion of the potential additional collateral
requirements for PPL, LKE and LG&E for derivative contracts in a net liability position at September 30, 2020.
(All Registrants)
For additional information on the Registrants' liquidity and capital resources, see "Item 7. Combined Management's Discussion and Analysis of Financial
Condition and Results of Operations," in the Registrants' 2019 Form 10-K.
Risk Management
Market Risk
(All Registrants)
See Notes 14 and 15 to the Financial Statements for information about the Registrants' risk management objectives, valuation techniques and accounting
designations.
The forward-looking information presented below provides estimates of what may occur in the future, assuming certain adverse market conditions and
model assumptions. Actual future results may differ materially from those presented. These are not precise indicators of expected future losses, but are
rather only indicators of possible losses under normal market conditions at a given confidence level.
Interest Rate Risk
The Registrants and their subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. The Registrants and their subsidiaries
utilize various financial derivative instruments to adjust the mix of fixed and floating interest rates in their debt portfolios, adjust the duration of their debt
portfolios and lock in benchmark interest rates in anticipation of future financing, when appropriate. Risk limits under the risk management program are
designed to balance risk exposure to volatility in interest expense and changes in the fair value of the debt portfolios due to changes in the absolute level of
interest rates. In addition, the interest rate risk of certain subsidiaries is potentially mitigated as a result of the existing regulatory framework or the timing
of rate cases.
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The following interest rate hedges were outstanding at September 30, 2020.
Effect of a
10% Adverse
Movement
in Rates (b)

Fair Value,
Net - Asset
(Liability) (a)

Exposure
Hedged

Maturities
Ranging
Through

PPL
Cash flow hedges
Interest rate swaps (c)
Cross-currency swaps (c)

$

168
702

Economic hedges
Interest rate swaps (d)

$

(7)
149

$

(1)
(70)

2035
2028

147

(26)

—

2033

147

(26)

—

2033

147

(26)

—

2033

LKE
Economic hedges
Interest rate swaps (d)
LG&E
Economic hedges
Interest rate swaps (d)
(a)
(b)
(c)
(d)

Includes accrued interest, if applicable.
Effects of adverse movements decrease assets or increase liabilities, as applicable, which could result in an asset becoming a liability. Sensitivities represent a 10% adverse movement in
interest rates, except for cross-currency swaps which also includes a 10% adverse movement in foreign currency exchange rates.
Changes in the fair value of these instruments are recorded in equity and reclassified into earnings in the same period during which the item being hedged affects earnings.
Realized changes in the fair value of such economic hedges are recoverable through regulated rates and any subsequent changes in the fair value of these derivatives are included in
regulatory assets or regulatory liabilities.

The Registrants are exposed to a potential increase in interest expense and to changes in the fair value of their debt portfolios. The estimated impact of a
10% adverse movement in interest rates on interest expense at September 30, 2020 was insignificant for PPL, PPL Electric, LKE, LG&E and KU. The
estimated impact of a 10% adverse movement in interest rates on the fair value of debt at September 30, 2020 is shown below.
10% Adverse
Movement
in Rates
$
611
180
205
77
122

PPL
PPL Electric
LKE
LG&E
KU

Foreign Currency Risk (PPL)
PPL is exposed to foreign currency risk primarily through investments in and earnings of U.K. affiliates. Under its risk management program, PPL is
permitted to enter into financial instruments to hedge certain foreign currency exposures, including translation risk of expected earnings, firm
commitments, recognized assets or liabilities, anticipated transactions, including the previously announced potential sale of its U.K. utility business, and net
investments.
The following foreign currency hedges were outstanding at September 30, 2020.

Fair Value,
Net - Asset
(Liability)

Exposure
Hedged
Economic hedges (b)
(a)
(b)

£

340

$

Effects of adverse movements decrease assets or increase liabilities, as applicable, which could result in an asset becoming a liability.
To economically hedge the translation risk of expected earnings denominated in GBP.
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Effect of a
10%
Adverse
Movement
in Foreign
Currency
Exchange
Rates (a)
41

$

(30)

Maturities
Ranging
Through
2021

Table of Contents
(All Registrants)
Commodity Price Risk
PPL is exposed to commodity price risk through its domestic subsidiaries as described below.
•
•

PPL Electric is required to purchase electricity to fulfill its obligation as a PLR. Potential commodity price risk is insignificant and mitigated through
its PUC-approved cost recovery mechanism and full-requirement supply agreements to serve its PLR customers which transfer the risk to energy
suppliers.
LG&E's and KU's rates include certain mechanisms for fuel, fuel-related expenses and energy purchases. In addition, LG&E's rates include a
mechanism for natural gas supply expenses. These mechanisms generally provide for timely recovery of market price fluctuations associated with
these expenses.

Volumetric Risk
Volumetric risk is the risk related to the changes in volume of retail sales due to weather, economic conditions or other factors. PPL is exposed to
volumetric risk through its subsidiaries as described below.
•
•

WPD is exposed to volumetric risk which is significantly mitigated as a result of the method of regulation in the U.K. Under the RIIO-ED1 price
control regulations, recovery of such exposure occurs on a two year lag. See Note 1 in PPL's 2019 Form 10-K for additional information on revenue
recognition under RIIO-ED1.
PPL Electric, LG&E and KU are exposed to volumetric risk on retail sales, mainly due to weather and other economic conditions for which there is
limited mitigation between rate cases.

Credit Risk (All Registrants)
See Notes 14 and 15 to the Financial Statements in this Form 10-Q and "Item 7. Combined Management's Discussion and Analysis of Financial Condition
and Results of Operations - Financial Condition - Risk Management - Credit Risk" in the Registrants' 2019 Form 10-K for additional information.
Foreign Currency Translation (PPL)
The value of the British pound sterling fluctuates in relation to the U.S. dollar. Changes in this exchange rate resulted in a foreign currency translation gain
of $292 million for the nine months ended September 30, 2020, which primarily reflected a $477 million increase to PP&E, an $85 million increase to
goodwill, a $46 million increase to other net assets, partially offset by a $229 million increase to long-term debt, a $48 million increase to long term debt
due within one year, and a $39 million increase to deferred income taxes. Changes in this exchange rate resulted in a foreign currency translation loss of
$369 million for the nine months ended September 30, 2019, which primarily reflected a $599 million decrease to PP&E, a $114 million decrease to
goodwill and a $16 million decrease to other net assets, partially offset by a $360 million decrease to long-term debt. The impact of foreign currency
translation is recorded in AOCI.
Related Party Transactions (All Registrants)
The Registrants are not aware of any material ownership interests or operating responsibility by senior management in outside partnerships, including
leasing transactions with variable interest entities, or other entities doing business with the Registrants. See Note 12 to the Financial Statements for
additional information on related party transactions for PPL Electric, LKE, LG&E and KU.
Acquisitions, Development and Divestitures (All Registrants)
The Registrants from time to time evaluate opportunities for potential acquisitions, divestitures and development projects. Development projects are
reexamined based on market conditions and other factors to determine whether to proceed with, modify or terminate the projects. Any resulting
transactions may impact future financial results. See Note 9 to the Financial Statements for information on significant activities.
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Environmental Matters (All Registrants)
Extensive federal, state and local environmental laws and regulations are applicable to PPL's, PPL Electric's, LKE's, LG&E's and KU's air emissions, water
discharges and the management of hazardous and solid waste, as well as other aspects of the Registrants' businesses. The costs of compliance or alleged
non-compliance cannot be predicted with certainty but could be significant. In addition, costs may increase significantly if the requirements or scope of
environmental laws or regulations, or similar rules, are expanded or changed. Costs may take the form of increased capital expenditures or operating and
maintenance expenses, monetary fines, penalties or other restrictions. Many of these environmental law considerations are also applicable to the operations
of key suppliers, or customers, such as coal producers and industrial power users, and may impact the costs for their products or their demand for the
Registrants' services. Increased capital and operating costs are subject to rate recovery. PPL, PPL Electric, LKE, LG&E and KU can provide no assurances
as to the ultimate outcome of future environmental or rate proceedings before regulatory authorities.
See "Environmental Matters" in Item 1. "Business" in the Registrants' 2019 Form 10-K for information about environmental laws and regulations affecting
the Registrants' business. See "Legal Matters" in Note 11 to the Financial Statements for a discussion of significant environmental claims. See "Financial
Condition - Liquidity and Capital Resources - Forecasted Uses of Cash - Capital Expenditures" in "Item 7. Combined Management's Discussion and
Analysis of Financial Condition and Results of Operations" in the Registrants' 2019 Form 10-K for information on projected environmental capital
expenditures for 2020 through 2024. See Note 16 to the Financial Statements for information related to the impacts of CCRs on AROs.
(PPL, LKE, LG&E and KU)
The information below represents an update to “Item 1. Business – Environmental Matters – Air – NAAQS” and "Item 1. Business - Environmental
Matters - Water/Waste - Clean Water Act Jurisdiction" in the Registrants' 2019 Form 10-K.
NAAQS
In October 2020, the EPA released proposed revisions to the Cross-State Air Pollution Rule (CSAPR) providing for reductions in ozone season nitrogen
oxide emissions for 2021 and subsequent years from sources in 12 states, including Kentucky. PPL, LKE, LG&E and KU are unable to determine the
impact of the rule on operations until the rule is finalized, and certain implementation determinations are made by the EPA and Kentucky. Compliance with
the NAAQS, CSAPR and related requirements may require installation of additional pollution controls or other compliance actions, the costs of which
PPL, LKE, LG&E and KU believe would be subject to rate recovery.
Clean Water Act Jurisdiction
Environmental groups and others have claimed that discharges to groundwater from leaking CCR impoundments at power plants are subject to Clean Water
Act permitting. A citizen suit raising such claims has been filed against KU with respect to the E.W. Brown plant, as discussed under “Legal Matters” “E.W. Brown Environmental Claims” in Note 10 to the Financial Statements. On April 12, 2019, the EPA released regulatory clarification finding that
Clean Water Act jurisdiction does not cover such discharges to groundwater. On January 23, 2020, the EPA announced a final rule modifying the
jurisdictional scope of the Clean Water Act. The announced rule revises the definition of the "Waters of the United States," including a revision to exclude
groundwater from the definition. In April 2020, the U.S. Supreme Court issued a ruling that Clean Water Act jurisdiction may apply to certain discharges to
groundwater that result in the functional equivalent of a direct discharge to navigable waters. PPL, LKE, LG&E, and KU are unaware of any unpermitted
releases from their facilities that are subject to Clean Water Act jurisdiction, but future guidance from the EPA and judicial rulings could potentially subject
certain releases from CCR impoundments and landfills to additional permitting and remediation requirements, which could impose substantial costs. If any,
associated costs are expected to be subject to rate recovery. PPL, LKE, LG&E and KU are unable to predict the outcome or financial impact of future
regulatory proceedings and litigation.
New Accounting Guidance (All Registrants)
See Note 2 to the Financial Statements for a discussion of new accounting guidance adopted.
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Application of Critical Accounting Policies (All Registrants)
-----------------Financial condition and results of operations are impacted by the methods, assumptions and estimates used in the application of critical accounting policies.
The following table summarizes the accounting policies by Registrant that are particularly important to an understanding of the reported financial condition
or results of operations and require management to make estimates or other judgments of matters that are inherently uncertain. See "Item 7. Combined
Management's Discussion and Analysis of Financial Condition and Results of Operations" in the Registrants' 2019 Form 10-K for a discussion of each
critical accounting policy.
PPL
PPL

Electric

LKE

LG&E

KU

Defined Benefits

X

X

X

X

X

Income Taxes

X

X

X

X

X

Regulatory Assets and Liabilities

X

X

X

X

X

Price Risk Management

X

Goodwill Impairment

X

X

X

X

AROs

X

X

X

X

X

X

X

Revenue Recognition - Unbilled Revenue
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PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company
Item 3. Quantitative and Qualitative Disclosures About Market Risk
Reference is made to "Risk Management" in "Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations."
Item 4. Controls and Procedures
Although the COVID-19 pandemic prompted the Registrants to make certain procedural adjustments to accommodate an increased remote workforce,
PPL’s accounting and reporting systems and functions were well prepared to perform necessary accounting and reporting activities as of September 30,
2020 and to maintain the effectiveness of its disclosure controls and procedures and internal control over financial reporting.
(a) Evaluation of disclosure controls and procedures.
The Registrants' principal executive officers and principal financial officers, based on their evaluation of the Registrants' disclosure controls and
procedures (as defined in Rules 13a-15(e) or 15d-15(e) of the Securities Exchange Act of 1934) have concluded that, as of September 30, 2020,
the Registrants' disclosure controls and procedures are effective to ensure that material information relating to the Registrants and their
consolidated subsidiaries is recorded, processed, summarized and reported within the time periods specified by the SEC's rules and forms,
particularly during the period for which this quarterly report has been prepared. The principal officers have concluded that the disclosure controls
and procedures are also effective to ensure that information required to be disclosed in reports filed under the Exchange Act is accumulated and
communicated to management, including the principal executive and principal financial officers, to allow for timely decisions regarding required
disclosure.
(b) Change in internal controls over financial reporting.
The Registrants' principal executive officers and principal financial officers have concluded that there were no changes in the Registrants' internal
controls over financial reporting during the Registrants' third fiscal quarter that have materially affected, or are reasonably likely to materially
affect, the Registrants' internal control over financial reporting.
PART II. OTHER INFORMATION
Item 1. Legal Proceedings
For information regarding legal, tax, regulatory, environmental or other administrative proceedings that became reportable events or were pending in the
third quarter of 2020 see:
•
•

"Item 3. Legal Proceedings" in each Registrant's 2019 Form 10-K; and
Notes 6, 7 and 11 to the Financial Statements.

Item 1A. Risk Factors
There have been no material changes in the Registrants' risk factors from those disclosed in "Item 1A. Risk Factors" of the Registrants' 2019 Form 10-K,
except for the following:
The COVID-19 pandemic and resultant impact on business and economic conditions could negatively affect our business.
The COVID-19 pandemic has disrupted the U.S. and global economies and continues to present extraordinary challenges to businesses, communities,
workforces and markets. In the U.S. and throughout the world, governmental authorities have taken urgent and extensive actions to contain the spread of
the virus and mitigate known or foreseeable impacts. In the Registrants’ service territories, mitigation measures have included quarantines, stay-at-home
orders, travel restrictions, reduced operations or
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closures of businesses, schools and governmental agencies, and executive, legislative or regulatory actions to address health or other pandemic-related
concerns.
Until COVID-19 is contained or an effective vaccine is identified and widely-available, the COVID-19 virus poses significant risks to the health and
welfare of the Registrants’ customers, employees, contractors and suppliers, and to the conduct of their business. Mandates to stay at home, shelter in place,
or quarantine and resulting lock-down or closures of non-essential businesses could reduce demand for electricity and gas, or cause shifts in demand
between residential, commercial and industrial customers that could negatively impact the Registrants’ financial condition. Customers experiencing
financial strain from unemployment, furloughs, or reduced work hours may not be able to pay their bills on a timely basis, which could negatively impact
our liquidity. Continued economic disruption may further depress the GBP to U.S. dollar exchange rate and increase PPL's foreign exchange exposure.
New or changing legislation or regulatory orders may unfavorably impact the Registrants or the utility industry generally.
All of these factors have the potential to materially and adversely affect the Registrants’ business and operations, especially if they remain in effect for a
prolonged period of time. At this time, the Registrants’ cannot predict the extent to which these or other pandemic-related factors may affect their business,
earnings or other financial results, as it depends on the duration and scope of the outbreak, the measures undertaken in response and other future
developments, all of which are highly uncertain. In addition to the factors discussed above, investors should be aware that other COVID-19-related risks
may emerge in the future and may prove to be significant. Investors should carefully consider the discussion of COVID-19 related items presented in this
Quarterly Report and the risks presented in the Registrants’ Annual Report on Form 10-K for 2019, especially to the extent that the COVID-19 pandemic
may exacerbate or increase those risks.
Item 4. Mine Safety Disclosures
Not applicable.
Item 6. Exhibits
The following Exhibits indicated by an asterisk preceding the Exhibit number are filed herewith. The balance of the Exhibits has heretofore been filed with
the Commission and pursuant to Rule 12(b)-23 are incorporated herein by reference. Exhibits indicated by a [_] are filed or listed pursuant to Item 601(b)
(10)(iii) of Regulation S-K.
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1(a)
4(a)

4(b)

4(c)

4(d)

- Final Terms, dated October 5, 2020, of Western Power Distribution (South Wales) plc £250,000,000 1.625 per cent Fixed Rate
Notes due 2035 under the £4,000,000,000 Euro Medium Term Note Programme (Exhibit 1.1. to PPL Corporation Form 8-K
Report (File No. 1-11459) dated October 8, 2020)
- Supplemental Indenture No. 22, dated as of September 15, 2020, to Indenture, dated as of August 1, 2000, among PPL Electric
Utilities Corporation and the Bank of New York Mellon, as Trustee (Exhibit 4(a) to PPL Corporation Form 8-K Report (File No.
1-11459) dated October 1, 2020)
- Subscription Agreement, dated October 5, 2020, by and among Western Power Distribution (South Wales) plc as Issuer, Barclays
Bank plc, Lloyds Bank Corporate Markets plc, MUFG Securities EMEA plc, Natwest Markets plc as Joint Lead Managers
(Exhibit 4.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated October 8, 2020)
- Amended and Restated Trust Deed, dated August 21, 2020, by and among Western Power Distribution (East Midlands) plc,
Western Power Distribution (South Wales) plc, Western Power Distribution (South West) plc and Western Power Distribution
(West Midlands) plc as Issuers, and HSBC Corporate Trustee Company (UK) Limited as Note Trustee (Exhibit 4.2 to PPL
Corporation Form 8-K Report (File No. 1-11459) dated October 8, 2020)
- £4,000,000,000 Euro Medium Term Note Programme entered into by Western Power Distribution (East Midlands) plc, Western
Power Distribution (South Wales) plc, Western Power Distribution (South West) plc and Western Power Distribution (West
Midlands) plc dated as of August 21, 2020 (Exhibit 4.3 to PPL Corporation Form 8-K Report (File No. 1-11459) dated October 8,
2020

Certifications pursuant
to Section 302 of the Sarbanes-Oxley------Act of 2002,---for the quarterly
ended September
30,--2020,---filed by------the following
------------------------------ -period
----------officers for the following companies:
*31(a)
*31(b)
*31(c)
*31(d)
*31(e)
*31(f)
*31(g)
*31(h)
*31(i)
*31(j)

- PPL Corporation's principal executive officer
- PPL Corporation's principal financial officer
- PPL Electric Utilities Corporation's principal executive officer
- PPL Electric Utilities Corporation's principal financial officer
- LG&E and KU Energy LLC's principal executive officer
- LG&E and KU Energy LLC's principal financial officer
- Louisville Gas and Electric Company's principal executive officer
- Louisville Gas and Electric Company's principal financial officer
- Kentucky Utilities Company's principal executive officer
- Kentucky Utilities Company's principal financial officer

Certifications pursuant
to Section 906 of the Sarbanes-Oxley------Act of 2002,---for the quarterly
ended September 30, 2020, furnished by the following
------------------------------ -period
-----------officers for the following companies:
*32(a)
*32(b)
*32(c)
*32(d)
*32(e)

- PPL Corporation's principal executive officer and principal financial officer
- PPL Electric Utilities Corporation's principal executive officer and principal financial officer
- LG&E and KU Energy LLC's principal executive officer and principal financial officer
- Louisville Gas and Electric Company's principal executive officer and principal financial officer
- Kentucky Utilities Company's principal executive officer and principal financial officer

101.INS

- XBRL Instance Document - the instance document does not appear in the Interactive Data File because its XBRL tags are
embedded within the Inline XBRL document.
- XBRL Taxonomy Extension Schema
- XBRL Taxonomy Extension Calculation Linkbase
- XBRL Taxonomy Extension Definition Linkbase
- XBRL Taxonomy Extension Label Linkbase
- XBRL Taxonomy Extension Presentation Linkbase
- The Cover Page Interactive Data File is formatted as Inline XBRL and contained in Exhibits 101.

101.SCH
101.CAL
101.DEF
101.LAB
101.PRE
104
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrants have duly caused this report to be signed on their behalf by the
undersigned thereunto duly authorized. The signature for each undersigned company shall be deemed to relate only to matters having reference to such
company or its subsidiaries.
PPL Corporation
(Registrant)

Date:

November 5, 2020

/s/ Marlene C. Beers
Marlene C. Beers
Vice President and Controller
(Principal Accounting Officer)

PPL Electric Utilities Corporation
(Registrant)

Date:

November 5, 2020

/s/ Stephen K. Breininger
Stephen K. Breininger
Vice President-Finance and Regulatory Affairs and
Controller
(Principal Financial Officer and Principal Accounting
Officer)

LG&E and KU Energy LLC
(Registrant)
Louisville Gas and Electric Company
(Registrant)
Kentucky Utilities Company
(Registrant)

Date:

November 5, 2020

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer and Principal Accounting
Officer)
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Exhibit 31(a)
CERTIFICATION
I, VINCENT SORGI, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of PPL Corporation (the "registrant");

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c.

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: November 5, 2020

/s/ Vincent Sorgi
Vincent Sorgi
President and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation

Exhibit 31(b)
CERTIFICATION
I, JOSEPH P. BERGSTEIN, JR., certify that:
1.

I have reviewed this quarterly report on Form 10-Q of PPL Corporation (the "registrant");

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c.

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: November 5, 2020

/s/ Joseph P. Bergstein, Jr.
Joseph P. Bergstein, Jr.
Senior Vice President and Chief Financial Officer
(Principal Financial Officer)
PPL Corporation

Exhibit 31(c)
CERTIFICATION
I, GREGORY N. DUDKIN, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "registrant");

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c.

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: November 5, 2020

/s/ Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation

Exhibit 31(d)
CERTIFICATION
I, STEPHEN K. BREININGER, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "registrant");

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c.

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: November 5, 2020

/s/ Stephen K. Breininger
Stephen K. Breininger
Vice President-Finance and Regulatory Affairs and Controller
(Principal Financial Officer)
PPL Electric Utilities Corporation

Exhibit 31(e)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "registrant");

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c.

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: November 5, 2020

/s/ Paul W. Thompson
Paul W. Thompson
President and Chief Executive Officer
(Principal Executive Officer)
LG&E and KU Energy LLC

Exhibit 31(f)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "registrant");

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c.

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: November 5, 2020

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
LG&E and KU Energy LLC

Exhibit 31(g)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "registrant");

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c.

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: November 5, 2020

/s/ Paul W. Thompson
Paul W. Thompson
President and Chief Executive Officer
(Principal Executive Officer)
Louisville Gas and Electric Company

Exhibit 31(h)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "registrant");

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c.

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: November 5, 2020

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Louisville Gas and Electric Company

Exhibit 31(i)
CERTIFICATION
I, PAUL W. THOMPSON, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Kentucky Utilities Company (the "registrant");

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c.

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: November 5, 2020

/s/ Paul W. Thompson
Paul W. Thompson
President and Chief Executive Officer
(Principal Executive Officer)
Kentucky Utilities Company

Exhibit 31(j)
CERTIFICATION
I, KENT W. BLAKE, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Kentucky Utilities Company (the "registrant");

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c.

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: November 5, 2020

/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Kentucky Utilities Company

Exhibit 32(a)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL CORPORATION'S FORM 10-Q FOR THE QUARTER ENDED SEPTEMBER 30, 2020
In connection with the quarterly report on Form 10-Q of PPL Corporation (the "Company") for the quarter ended September 30, 2020, as filed with the
Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Vincent Sorgi, the Principal Executive Officer of the Company, and
Joseph P. Bergstein, Jr., the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.

Date: November 5, 2020

/s/ Vincent Sorgi
Vincent Sorgi
President and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation
/s/ Joseph P. Bergstein, Jr.
Joseph P. Bergstein, Jr.
Senior Vice President and Chief Financial Officer
(Principal Financial Officer)
PPL Corporation

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Exhibit 32(b)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL ELECTRIC UTILITIES CORPORATION'S FORM 10-Q FOR THE QUARTER ENDED SEPTEMBER 30, 2020
In connection with the quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "Company") for the quarter ended September 30, 2020,
as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Gregory N. Dudkin, the Principal Executive Officer
of the Company, and Stephen K. Breininger, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.

Date: November 5, 2020

/s/ Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation
/s/ Stephen K. Breininger
Stephen K. Breininger
Vice President-Finance and Regulatory Affairs and Controller
(Principal Financial Officer)
PPL Electric Utilities Corporation

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Exhibit 32(c)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LG&E AND KU ENERGY LLC'S FORM 10-Q FOR THE QUARTER ENDED SEPTEMBER 30, 2020
In connection with the quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "Company") for the quarter ended September 30, 2020, as
filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive Officer of
the Company, and Kent W. Blake, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.
Date: November 5, 2020

/s/ Paul W. Thompson
Paul W. Thompson
President and Chief Executive Officer
(Principal Executive Officer)
LG&E and KU Energy LLC
/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
LG&E and KU Energy LLC

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Exhibit 32(d)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LOUISVILLE GAS AND ELECTRIC COMPANY'S FORM 10-Q FOR THE QUARTER ENDED SEPTEMBER 30, 2020
In connection with the quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "Company") for the quarter ended September 30,
2020, as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive
Officer of the Company, and Kent W. Blake, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.
Date: November 5, 2020

/s/ Paul W. Thompson
Paul W. Thompson
President and Chief Executive Officer
(Principal Executive Officer)
Louisville Gas and Electric Company
/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Louisville Gas and Electric Company

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

Exhibit 32(e)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR KENTUCKY UTILITIES COMPANY'S FORM 10-Q FOR THE QUARTER ENDED SEPTEMBER 30, 2020
In connection with the quarterly report on Form 10-Q of Kentucky Utilities Company (the "Company") for the quarter ended September 30, 2020, as
filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Paul W. Thompson, the Principal Executive Officer of
the Company, and Kent W. Blake, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002, hereby certify that:
•

The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

•

The information contained in the Covered Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.
Date: November 5, 2020

/s/ Paul W. Thompson
Paul W. Thompson
President and Chief Executive Officer
(Principal Executive Officer)
Kentucky Utilities Company
/s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Kentucky Utilities Company

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 8-K
CURRENT REPORT
Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
Date of Report (Date of earliest event reported): November 6, 2020
Commission File
Number

Registrant;
State of Incorporation;
Address and Telephone Number

IRS Employer
Identification No.

1-11459

PPL Corporation
(Exact name of Registrant as specified in its charter)
Pennsylvania
Two North Ninth Street
Allentown,
PA 18101-1179
(610) 774-5151

23-2758192

333-173665

LG&E and KU Energy LLC
(Exact name of Registrant as specified in its charter)
Kentucky
220 West Main Street
Louisville,
KY 40202-1377
(502) 627-2000

20-0523163

1-2893

Louisville Gas and Electric Company
(Exact name of Registrant as specified in its charter)
Kentucky
220 West Main Street
Louisville,
KY 40202-1377
(502) 627-2000

61-0264150

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:
☐
☐
☐
☐

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Securities registered pursuant to Section 12(b) of the Act:
Title of each class
Common Stock of PPL Corporation

Trading Symbol:
PPL

Junior Subordinated Notes of PPL Capital Funding,
Inc.
2007 Series A due 2067
PPL/67
2013 Series B due 2073
PPX

Name of each exchange on which registered
New York Stock Exchange

New York Stock Exchange
New York Stock Exchange

Indicate by a check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of
1933 (§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).
☐ PPL Corporation
☐ LG&E and KU Energy LLC
☐ Louisville Gas and Electric Company
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.
☐ PPL Corporation
☐ LG&E and KU Energy LLC
☐ Louisville Gas and Electric Company

Section 7 – Regulation FD
Item 7.01 Regulation FD Disclosure
On November 6, 2020, a new three-year labor agreement between Louisville Gas and Electric Company ("LG&E") and the
International Brotherhood of Electrical Workers Local 2100 was ratified by members of the Local 2100.
The agreement, which became effective November 11, 2020 and will run through November 10, 2023, includes a wage increase
of 2.5 percent in the first year and wage reopeners in the subsequent years, among other provisions.
Local 2100 represents approximately 640 LG&E employees in Kentucky. As previously reported in our Form 10-Q for the period
ended September 30, 2020, LG&E and Local 2100 reached an agreement-in-principle on November 4, 2020, which was then
submitted to union members for a vote.

SIGNATURE
Pursuant to the requirements of the Securities Exchange Act of 1934, each Registrant has duly caused this report to be signed on
its behalf by the undersigned hereunto duly authorized.
PPL CORPORATION
By:

/s/ Marlene C. Beers
Marlene C. Beers
Vice President and Controller

LG&E AND KU ENERGY LLC
By:

/s/ Daniel K. Arbough
Daniel K. Arbough
Treasurer

LOUISVILLE GAS AND ELECTRIC COMPANY
By:

/s/ Daniel K. Arbough
Daniel K. Arbough
Treasurer

Dated: November 12, 2020

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 8-K
CURRENT REPORT
Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
Date of Report (Date of earliest event reported): November 13, 2020
Commission File
Number

Registrant;
State of Incorporation;
Address and Telephone Number

IRS Employer
Identification No.

1-11459

PPL Corporation
(Exact name of Registrant as specified in its charter)
Pennsylvania
Two North Ninth Street
Allentown,
PA 18101-1179
(610) 774-5151

23-2758192

333-173665

LG&E and KU Energy LLC
(Exact name of Registrant as specified in its charter)
Kentucky
220 West Main Street
Louisville,
KY 40202-1377
(502) 627-2000

20-0523163

1-2893

Louisville Gas and Electric Company
(Exact name of Registrant as specified in its charter)
Kentucky
220 West Main Street
Louisville,
KY 40202-1377
(502) 627-2000

61-0264150

1-3464

Kentucky Utilities Company
(Exact name of Registrant as specified in its charter)
Kentucky and Virginia
One Quality Street
Lexington,
KY 40507-1462
(502) 627-2000

61-0247570

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:
☐
☐
☐
☐

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Securities registered pursuant to Section 12(b) of the Act:
Title of each class
Common Stock of PPL Corporation

Trading Symbol:
PPL

Junior Subordinated Notes of PPL Capital Funding,
Inc.
2007 Series A due 2067
PPL/67
2013 Series B due 2073
PPX

Name of each exchange on which registered
New York Stock Exchange

New York Stock Exchange
New York Stock Exchange

Indicate by a check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of
1933 (§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).
☐ PPL Corporation
☐ LG&E and KU Energy LLC
☐ Louisville Gas and Electric Company
☐ Kentucky Utilities Company
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.
☐ PPL Corporation
☐ LG&E and KU Energy LLC
☐ Louisville Gas and Electric Company
☐ Kentucky Utilities Company

Section 8 – Other Events
Item 8.01 Other Events
On November 13, 2020, Louisville Gas and Electric Company ("LG&E") and Kentucky Utilities Company ("KU", and
collectively with LG&E, the “Companies”) announced that they anticipate filing requests with the Kentucky Public Service
Commission ("KPSC") on or after November 25, 2020 for increases in annual electricity revenues at LG&E and KU and annual
gas revenues at LG&E.
The anticipated applications request an increase in annual electricity revenues of approximately $131 million and $170 million at
LG&E and KU, respectively, and an increase in annual gas revenues of approximately $30 million at LG&E. The proposed
revenue increases would be an increase of 11.6% and 10.4% in electricity revenues at LG&E and KU, respectively, and an
increase of 8.3% in gas revenues at LG&E. The Companies are also requesting approval for a one-year billing credit which will
credit customers approximately $53 million, representing approximately $39 million and $12 million for LG&E and KU
electricity customers and $2 million for LG&E gas customers. The billing credit represents the return to customers of certain
regulatory liabilities on the Companies' balance sheets and serves to partially mitigate the rate increases mentioned above during
the first year in which the new rates are in effect.
LG&E's and KU's applications also include requests for certificates of public convenience and necessity to deploy advanced
metering infrastructure across LG&E's and KU’s service territories in Kentucky.
The applications will be based on a forecasted test year of July 1, 2021 through June 30, 2022 and a requested authorized returnon-equity of 10.0%. Subject to KPSC approval, the requested rates, decreased by the amount of the billing credit, are expected to
become effective on July 1, 2021.
The proceedings have been designated as KPSC Case No. 2020-00350 for LG&E and Case No. 2020-00349 for KU.
The Companies cannot predict the outcome of these proceedings.
Statements in this report regarding future events and their timing, including the Companies’ proposed rate changes, future rates,
rate mechanisms or returns on equity, as well as statements as to future costs or expenses, regulation, corporate strategy and
performance, are “forward-looking statements” within the meaning of the federal securities laws. Although the Companies
believe that the expectations and assumptions reflected in these forward-looking statements are reasonable, these expectations,
assumptions and statements are subject to a number of risks and uncertainties, and actual results may differ materially from the
results discussed in the statements. The following are among the important factors that could cause actual results to differ
materially from the forward-looking statements: subsequent phases of rate proceedings and regulatory cost recovery; market
demand and prices for electricity and natural gas; political, regulatory or economic conditions in states and regions where the
Companies conduct business; and the progress of actual construction, purchase or installation of assets or operations subject to
tracker mechanisms. All forward-looking statements should be considered in light of these important factors and in conjunction
with PPL Corporation’s, LG&E and KU Energy LLC’s and the Companies’ Form 10-K and other reports on file with the
Securities and Exchange Commission.
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