
Mr. Jeff DeRouen E.ON U.S. LLC 
Executive Director 
Kentucky Public Service Cornmission 
21 1 Sower Boulevard 
Frankfort, Kentucky 4060 1 

June 18,2010 

State Regulation and Rates 
220 West Main Street 
PO Box 32010 
Louisville, Kentucky 40232 
www.eon-us.com 

Rick E. Lovekamp 
Manager, Regulatory Affairs 
T 502-627-3780 
F 502-627-3213 RE: Joint Application of PPL Corporation, E.ONAG, E.0N US Investments 

Corp., EON U S .  LLC, Louisville Gas and Electric Company and 
Kentucky Utilities Company For Approval of An Acquisition of 
Ownership and Control of Utilities - Case No. 2010-00204 

r i c k ~ l o v e k a m p ~ e o n ~ u s ~ c o m  

Dear Mr. DeRouen: 

Please find enclosed a copy of the filings submitted to the Virginia State 
Corporation Commission and the Tennessee Regulatroy Authority by PPL 
Corporation, E.ON AG, E.ON US Investments Corp., E.ON U.S. LLC, and 
Kentucky Utilities Company for approval of the acquisition. These copies are 
being provided as noted in the application filed in the above referenced 
proceeding. Also enclosed are twelve CDs that include a copy of the filings. 

Please confirm your receipt of this filing by placing the stamp of your office 
with the date received on the enclosed additional copy of this filing. 

Should you have any questions regarding the enclosed, please contact me at 
your convenience. 

Sincerely, 

Rick E. L,oveakmp 

cc: Parties of Record (Enclosures on CD) 

http://www.eon-us.com
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2000 PNC PLAZA 
500 WEST JEFFERSON STREET 
LOUISVILLE, KY 40202-2828 
MAIN: (502) 333-6000 
FAX: (502) 333-6099 
www skofirm.com 

KENDRICK R. RIGGS 
DIRECT DIAL: (502) 560-4222 
DIRECT FAX: (502) 627-8722 
kendrick riggs@skofirm.com 

June 15,2010 

Via Hand Deliverv 

Joel Peck 
Clerk, Virginia State Corporation Commission 
Document Control Center 
1300 East Main Street, Tyler Building 
Richmond, Virginia 232 1 8 

RE: The Joint Petition ofPPL Corporation, E.ONAG. E.0N US Investment3 Corn., 
EON U.S. LLC and Kentuckv Utilities Company d/b/a Old Dominion Power 
Company for Approval o f  an Acquisition of  Control o f  Utilities 
Case No. PUE-2010-00060 

Dear Mr. Peck: 

Please find enclosed and accept for filing the Joint Petition of PPL Corporation, EON 
AG, EON US Investments Corp., BON ILS. LLC and Kentucky Utilities Company d/b/a Old 
Dominion Power Company for Approval of an Acquisition of Control of Utilities. 

The original and fifteen copies of the Joint Petition are enclosed with this letter for filing. 
One copy of the Joint Petition is not bound to facilitate the electronic scanning of this document 
by your office. A copy of this filing letter is attached to each copy of the Joint Petition. 

Exhibit A to the Joint Petition is the Purchase and Sale Agreement. An original and four 
paper copies and eleven copies on separate compact discs of this exhibit are enclosed with this 
filing. Under separate cover, you will find a motion for a protective order and the confidential 
versions of Exhibit A in opaque envelopes marked “Under Seal.” 

Please also find enclosed the Transaction Summary supporting the Joint Petition. The 
original and fifteen copies are enclosed. 

LEXINGTON + LOUISVILLE + FRANKFORT + HENDERSON 

http://skofirm.com
mailto:riggs@skofirm.com


Joel Peck 
June 15,2010 
Page 2 

Yours very truly, 

Kendrick R. Riggs 

KRR:ec 
Enclosures 
cc: William H. Chambliss, General Counsel (w/ encl.) 

Ronald A. Gibson, Director, Division of Public TJtility Accounting (w/ encl.) 
Howard M. Spinner, Director, Division of Economics & Finance (w/ encl.) 
William F. Stephens, Director, Division of Energy Regulation (w/ encl.) 
C. Meade Browder Jr., Sr. Assistant Attorney General, VA Offce of the Attorney General 
(w/ encl.) 

Michael J. Quinan 
Louis R. Monacell 
Christian & Barton LLP 

400001.137367/640418.1 





COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

THE JOINT PETITION OF PPL CORPORATION, 
E.ON AG, E.ON US INVESTMENTS CORP., 
E.ON U.S. LLC AND KENTUCKY UTILITIES 
COMPANY D/B/A OLD DOMINION POWER 
COMPANY FOR APPROVAL OF AN 
ACQUISITION OF CONTROL OF IJTILITIES 

) 
) 

1 
) 
1 

) CASE NO. PUE-2010-00060 

JOINT PETITION 

PPL Corporation (“PPI,”), E.ON AG (“E.ON”), E.ON US Investments Corp. (“E.ON 

I.JS Investments”), E.ON U.S. LLC (‘“.ON US”) and Kentucky Utilities Company d/b/a Old 

Dominion Power Company (“KU/ODP”) (collectively referred to as “Petitioners”), by 

counsel, hereby jointly petition the State Corporation Commission of Virginia 

(“Commission”) for approval, pursuant to Chapter 5 ,  Title 56, of the Virginia Code ($56-88 

et seq.), as amended (the “Code”), of the transfer of ownership and control of KU/ODP by 

E.ON US Investments to PPL, all in accordance with the terms of the Purchase and Sale 

Agreement dated as of April 28, 2010 by and between PPL, EON US Investments and, 

solely for purposes of Articles VI, IX, and X thereof, E.ON (“PSA”), a true copy of which is 

attached as Exhibit A to this Joint Petition. Concurrently with the filing of the Joint Petition, 

Petitioners are filing a Motion for Protective Order pursuant to 5 VAC $ 5-20-1 70 relating to 

portions of the Company Disclosure Schedule in the PSA. 

In support of this Joint Petition, Petitioners state as follows: 



1. Imtroduction. 

IJnder the terms of the PSA, PPL intends to acquire all of the issued and outstanding 

limited liability company interests of E.ON US.  from E.ON’s indirect wholly owned 

subsidiary, E.ON IJS Investments, for $7.625 billion comprised of $2.062 billion in cash, the 

refinancing of outstanding debt of Louisville Gas and Electric Company (“LG&E”) and 

KU/ODP held by an affiliate of E.ON that is not being transferred to PPL and the assumption 

of $925 million in tax-exempt bonds of LG&E and KU. Upon the Completion of the 

proposed acquisition, E.ON U.S. will be a wholly owned direct subsidiary of PPL. There are 

no other anticipated changes in the corporate structure of E.ON U.S. and its subsidiaries 

associated with the proposed acquisition, although the names of the entities with “E.ON” in 

their current names will be changed after the closing. The current name of “Kentucky 

Utilities Company d/b/a Old Dominion Power Company” will not be changed. PPL has not 

yet determined the new name of E.ON US.  Solely for convenience, this Petition will refer to 

E.ON U.S. as “E.ON 1J.S.” for the period before the completion of the proposed acquisition, 

and as “PPL Kentucky” for the period after the completion of the proposed acquisition. 

Upon the completion of the proposed acquisition, PPL Kentucky will continue to hold 

KIJ/ODP as a wholly owned direct subsidiary, together with (“LG&E”) (KU/ODP’s sister 

utility, operating solely in Kentucky), E.ON US.  Capital Corp. (“E.ON Capital”), E.ON US. 

Foundation, Inc., LG&E Energy Marketing, Inc., and E.0N US.  Services, Inc. (“‘E.ON U.S. 

Services”). E.ON Capital will continue to hold its current direct and indirect subsidiaries. A 

chart showing the corporate structure of E.ON before the proposed acquisition is attached as 

Exhibit B to this Joint Petition. A chart showing the same corporate structure following the 

consummation of the acquisition is attached as Exhibit C to this Joint Petition. 
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The transactions contemplated by the PSA include the refinancing by KU/ODP, 

subject to the Commission’s approval, of certain unsecured notes issued by KU/ODP to 

Fidelia Corporation. Fidelia corporation is an affiliate of E.ON that will not be transferred to 

PPL. Contemporaneously with the completion of the proposed acquisition, PPI, will cause 

KU/ODP to repay and refinance all amounts outstanding and all other amounts then due and 

payable under the unsecured notes held by Fidelia Corporation as well as certain third-party 

financial arrangements whose terms require repayment. KU/ODP has filed, at the same time 

as the filing of this Joint Petition, a separate application for approval of these refinancings.’ 

11. The Petitioners. 

PPL Corporation. PPL, is a Fortune 500 global energy and utility holding company 

headquartered in Allentown, Pennsylvania. PPL’s direct subsidiary, PPL Electric IJtilities 

Corporation (“PPL Electric”), traces its origins to the merger in 1920 of eight utilities, which 

operated a combined total of 62 electric generating plants in and around central eastern 

Pennsylvania, into a single corporate entity named Pennsylvania Power & Light Company. 

Since that time, PPL has grown from a regional utility company to one of the 10 largest 

utility companies in the United States. PPL owns or controls nearly 12,000 megawatts of 

electrical generating capacity in the 1.Jnited States, supplies or delivers electricity to about 

four million customers in the northeastern United States and in the United Kingdom, and 

employs about 10,000 people on two continents. 

Application of Kentucky Utilities Company d/b/a Old Dominion Power Company for Authority under Chapter 
3 of Title 56 of the Code of Virginia to Restructure and Refinance Unsecured Debt, to Assume Obligations, and 
for Amendment of Existing Authority, Case No. 

1 

(Filed June 15,2010). 

3 



PPL is a publicly traded corporation. At current trading prices as of the date of this 

Application, PPL’s market capitalization is about $9.36 billion. In 2009, PPL reported total 

operating revenues of about $7.56 billion. 

The mailing address of PPL is Two North Ninth Street, Allentown, PA 18101. 

Copies of the Articles of Incorporation and Bylaws of PPL, are attached as Exhibit D to this 

Joint Petition. A chart that shows the current corporate structure of PPL is attached as 

Exhibit E to this Joint Petition. 

E.ON AG. E.ON is an Aktiengesellschaft formed under the laws of the Federal 

Republic of Germany. An Aktiengesellschaft under German law corresponds to a U.S. stock 

corporation. E.ON’s shares are traded on all German stock exchanges, including the 

electronic stock exchange, and its American Depositary Receipts are traded on the over-the- 

counter market. 

E.ON’s mailing address is E.ON-platz 1, 40474 Dusseldorf, Federal Republic of 

Germany. Copies of the Articles of Association of E.ON are attached as Exhibit F to this 

Joint Petition. 

E.ON US Investments Corp. E.ON US Investments is a corporation formed under 

the laws of Delaware. E.ON US Investments is a wholly owned indirect subsidiary of E.ON, 

and is the immediate parent company of E.ON 1J.S. The mailing address of E.ON US 

Investments is 220 West Main Street, Louisville, KY 40202. Copies of the Certificate of 

E.ON and E.ON US Investments have jointed in this Joint Petition because the Petitioners believe that Va. 
Code 9 56-88 el. seq., as amended, requires that the proposed transferor, in addition to the proposed transferee, 
obtains the approval of the Commission as to any transfer of ownership and control of a utility. The 
involvement of E.ON and E.ON US Investments in the preparation of this Joint Petition has been limited to 
confirmation of their respective corporate information. 
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Incorporation and Bylaws of E.ON IJS Investments are attached as Exhibit G to this Joint 

Petition. 

E.0N U.S. LLC. E.ON U.S., also referred to in this Joint Petition as PPL Kentucky 

for the period after the closing of the proposed acquisition, is a limited liability company 

formed under the laws of Kentucky. The mailing address of E.0N U.S. is 220 West Main 

Street, Louisville, KY 40202. Copies of the Articles of Organization and Operating 

Agreement of E.ON I.J.S. are attached as Exhibit H to this Joint Petition. As noted above, a 

chart of the current corporate structure of E.ON is attached as Exhibit B to this Joint Petition. 

Kentucky Utilities Company d/b/a Old Dominion Power Company. KU/ODP is a 

public service corporation organized and existing under the laws of the Commonwealths of 

Kentucky and Virginia. The address of KU/ODP’s principal business office is One Quality 

Street, Lexington, Kentucky 40507. KU/ODP provides retail electric service to 

approximately 5 15,000 customers in 77 counties in Kentucky. KU/ODP conducts business 

in Virginia under the name “Old Dominion Power Company.” In Virginia, KU/ODP 

provides retail electric service to approximately 30,000 customers in the Counties of Lee, 

Wise, Dickenson, Scott and Russell and the City of Norton, Virginia, pursuant to Certificates 

of Public Convenience and Necessity issued by the Commission. KU/ODP does not have 

any wholesale customers in Virginia. A map showing the areas in Virginia served by 

KU/ODP and the electric system used to provide service in these areas is attached as Exhibit 

to this Joint Petition. 
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The Commission approved the acquisition of ownership and control of KU/ODP by 

E.ON resulting iiom the acquisition by E.ON of Powergen plc! As a result of the 

acquisition by E.ON of Powergen, E.ON IJS Investments became the parent company of 

LG&E Energy Corp. (“LG&E Energy”), which was then the parent company of KU/ODP. 

LG&E Energy was merged into E.ON U.S. (then named LG&E Energy LLC) on December 

30, 2003 as an internal corporate reorganization. LG&E Energy LLC changed its name to 

E.ON U.S. LLC on December 1,2005. 

111. The Proposed Acquisition Will Be Made in Accordance with the Law. 

The proposed acquisition was unanimously approved by the Board of Directors of 

PPL at a meeting held on April 27, 2010. The proposed acquisition does not require the 

approval of the shareholders of PPL. On April 27, 2010, the Supervisory Board of EON 

accepted the recommendation of the E.ON Board of Management to proceed with the 

proposed acquisition. 

The closing of the transactions contemplated by the PSA is subject to several 

regulatory conditions, in addition to approval by the Commission. PPL,, E.ON U.S., and 

KU/ODP will make all required federal and state regulatory filings on a timely basis, and 

they expect to receive all required approvals. 

The proposed acquisition must be approved by the Federal Energy Regulatory 

Commission (“FERC”) under Section 203 of the Federal Power Act (“FPA”). PPL and 

KU/ODP will file the necessary applications for approval under the FPA with FERC. 

Joint Petition of E.0N AG, Powergen plc, LG&E Energy Corp. and Kentucky Utilities Company d/b/a Old 
Dominion Power Company for Approval of an Acquisition, Case No. PUAO10028, Final Order October 5,2001. 

6 
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KU/ODP will provide the Commission Staff with a copy of this application when it is filed at 

FERC. 

The proposed acquisition will involve the transfer of ultimate control of certain 

wireless frequency licenses held by KU/ODP, which will require the approval of the Federal 

Communications Commission (“FCC”). KU/ODP will file an application for approval of the 

transfer of ultimate control of the licenses with the FCC. 

The proposed acquisition must be approved by the Kentucky Public Service 

Commission (“KPSC”) and the Tennessee Regulatory Authority (“TRA”). The Petitioners 

filed a joint application for approval with the KPSC on May 28, 2010, and will file a joint 

petition for approval with the TRA. KU/ODP will provide the Commission Staff with a copy 

of these applications by June 18,2010. 

The proposed acquisition is subject to the premerger notification and reporting 

requirements of the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended 

(“HSR Act”). PPL and E.QN will file the required premerger notification and report forms 

with the 1J.S. Department of Justice (“DOJ”) and the Federal Trade Commission (“FTC”). 

The proposed acquisition, unlike the previous acquisitions by Powergen and E.ON, 

will not create conflicting regulatory issues under federal and state law governing public 

utility holding companies. Effective February 8, 2006, the Public Utility Holding Company 

Act of 1935 (the “1935 Act”) was repealed and replaced by the Public Utility Holding 

Company Act of 2005 (“PUHCA 2005”).4 PPL is a holding company under PUHCA 2005, 

and includes a service company, PPL Services Corporation (“PPL Services”), that supplies 

Energy Policy Act of 2005, Pub. L. No.109-58, August 8, 2005, 119 Stat. 594 (the “Energy Policy Act”), 5 s  
1263,1274. 
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non-power goods and services to affiliates. KU/ODP is currently part of a holding company 

system that is operated by E.ON in compliance with PTJHCA 2005, including the similar use 

of a centralized service company, E.ON U.S.  service^.^ 

PUHCA 2005 requires holding companies and their affiliate companies, unless they 

meet narrow exemptions or waivers, to maintain and make available books and records 

necessary and appropriate for the protection of utility customers.6 In addition, PUHCA 2005 

requires holding company service companies, such as E.ON 1J.S. Services, to maintain their 

records in accordance with FERC’s Uniform System of Acco~nts .~  Further, PUHCA 2005 

mandates that holding companies and holding company service companies comply with 

FERC’s record retention rules.* PUHCA 2005 also grants authority to state regulatory 

commissions to obtain access to books and records of a holding company and its affiliate 

companies, if the state commission determines such books and records are relevant to the 

costs incurred by the electric or gas distribution utility it regulates and access is necessary for 

the effective discharge by the state commission of its respon~ibilities.~ More importantly, 

Before the acquisition of LG&E Energy by Powergen in 2000, KU/ODP was exempt from the requirements 
of the 1935 Act. After that acquisition, Powergen and the intermediate companies between Powergen and 
LG&E Energy became registered public utility holding companies under the 1935 Act, and LG&E Energy and 
KUIODP became part of Powergen’s newly registered holding company system. After the acquisition of 
Powergen by E.ON in 2001, Powergen was reclassified as a foreign utility company under the 1935 Act, and 
E.ON became a registered public utility holding company system under the 1935 Act. LG&E Energy and 
KIJ/ODP became part of E.ON’s newly registered holding company system. 

5 

18 C.F.R. 9 366.2 (2009). 
18 C.F.R. Ij 366.22(b) (2009). 
18 C.F.R. 9 366.22(a) (2009); the record retention rules are contained in 18 C.F.R. pts. 125 and 225. 
Energy Policy Act, 0 1265, codified at 42 IJ.S.C. 16453. 
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nothing in PUHCA 2005 precludes FERC or a state commission fiom exercising its 

jurisdiction under otherwise applicable law to protect utility customers.” 

PPL currently is exempt fiom certain FERC regulations under PUHCA 2005 because 

the bulk of its operations, as relevant to PUHCA 2005, are intrastate in character.” After the 

completion of the proposed acquisition, PPL will no longer qualifl as a single-state holding 

company system under PUHCA 2005; and KU/ODP will become part of PPL’s holding 

company system under PUHCA 2005 and will be subject to the same regulation to which it is 

subject today. As noted above, there will be no change in the corporate structure of E.ON 

U.S. as a result of the transaction, including the use of E.ON TJS Services in Compliance with 

PUHCA 2005. 

The existing Power Supply System Agreement (“PSSA”) and Transmission 

Coordination Agreement (“TCA”) between LG&E and KU, each dated October 9, 1997, will 

remain in place and will not be affected by the proposed acquisition. 

Thus, after the completion of the proposed acquisition, KU/ODP will continue in 

existence as a corporation organized under Kentucky and Virginia law and will continue to 

use E.ON U.S. Services in compliance with PUHCA 2005; and the Commission will have 

lo Energy Policy Act, 0 1269, codified at 42 I1.S.C. 16457. 
After the completion of the proposed acquisition, PPL expects to lose its “single-state holding company 

system” exemption under 18 C.F.R. 6 366(3)(c)(l) and to be subject to FERC’s requirements as provided under 
PUHCA 2005. E.ON US Services will continue to operate as centralized service company providing services to 
KU/ODP under the Services Agreement previously approved by the Commission. PPL Services will not 
provide services to KU/ODP, but will continue to provide services to PPL Electric “at cost” as was the standard 
under the 1935 Act. See Order No. 667, Repeal of the Public Utility Holding Company Act of 1935 and 
Enactment of the Public Utility Holding Company Act of 2005, 113 F.E.R.C. STATS. & REGS. ’I[ 61,248, 70 Fed. 
Reg. 75592-01 (to be codified at 18 C.F.R. pts. 365,366); order on reh ’g, Order No. 667-A, F.E.R.C. STATS & 
REGS. 7 31,213 (2006), order on reh’g, Order No. 667-B, F.E.R.C. STATS & REGS. 7 31,224 (2006), order on 
reh ’g, Order No. 667-C, 118 F.E.R.C. 7 61,133 (2007). KU/ODP does not believe that there will be any 
irreconcilable inconsistency between the application of FERC’s requirements and the requirements of the 
Commission in pricing affiliate services. 

11 
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the same ratemaking and regulatory authority to regulate the rates and services of KU/ODP 

under federal and Virginia law as it does today. 

Because the proposed acquisition has received all necessary corporate approvals, 

because all federal and state regulatory filings incident to the proposed acquisition will be 

made on a timely basis and all required government approvals will be received before closing 

the transactions contemplated by the PSA, and because the proposed acquisition will not 

change the regulatory status of KU/ODP under Virginia law, the proposed acquisition will be 

made in accordance with law. 

IV. PPL Has the Financial Ability to Complete the Proposed Acquisition and 
KU/ODP’s Continuing Ability to Provide Adequate Service to the Public 
at Just and Reasonable Rates After the Proposed Acquisition Will Not be 
Impaired or Jeopardized. 

PPL has the financial ability to complete the proposed acquisition of E.ON [J.S., and 

thereafter to provide adequate service to customers at just and reasonable rates and to 

facilitate and participate in the growth of PPL Kentucky and the fblfillment of its strategic 

goals. PPL has resources, bank facilities and confirmed commitments to finance the 

acquisition, including a bridge financing commitment to ensure a cash tender making up 

nearly 85% of the total purchase price, and a plan to issue $750 million to $1.0 billion in 

high-equity-content securities and $2.2 to $2.6 billion in common stock to replace the bridge 

financing. 

After the proposed acquisition, PPL will retain its strong financial position to provide 

adequate service at just and reasonable rates to the customers of KT.J/ODP. Furthermore, the 

proposed acquisition will not S e c t  the balanced capital structures of KU/ODP. Neither PPL 

Kentucky nor any of PPL Kentucky’s direct or indirect subsidiaries, including KU/ODP, will 
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incur any additional indebtedness or issue any securities to finance any part of the purchase 

price paid by PPL for all of the outstanding limited liability interests in E.ON U.S. 

As noted above, contemporaneous1 y with the completion of the proposed acquisition, 

PPL will cause KU/ODP to repay and refinance all amounts outstanding and all other 

amounts otherwise then due and payable under the unsecured notes held by Fidelia 

Corporation. KU/ODP has filed, concurrently with the filing of this Joint Petition, a separate 

application for these refinancings. 

PPL is a major utility holding company with approximately $22 billion in total assets, 

which generated over $7.56 billion in total operating revenues in 2009. PPL targets 

disciplined growth in its energy supply margins and limited volatility in both its cash flows 

and earnings. PPL has also achieved stable long-term growth in its regulated electricity 

delivery businesses through efficient operations and strong customer and regulatory 

relationships. 

KIJ/ODP will benefit from PPL’s history of financial strength and consistent 

corporate health, which have resulted in a sound return on shareholder investment. Since 

December 3 1, 2004, PPL’s five-year cumulative total return on its shareholders’ investment 

has outperformed the Edison Electric Institute Index of Investor-Owned Electric Utilities and 

the Standard & Poor’s 500 Index. PPL has increased its shareholder dividend for eight 

consecutive years, with dividends paid in 258 consecutive quarters. PPL’s book value and 

market price per share increased by 7.5% and 5.2%, respectively, from December 3 1,2008 to 

December 31, 2009. PPL currently forecasts 2010 earnings from ongoing operations of 

$3.10 to $3.50 per share. PPL and its subsidiaries have substantial access to financial 
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markets with an unused domestic credit capacity from its bank facilities exceeding $3.5 

billion. 

As a result of the proposed acquisition, PPL will become a more geographically 

diverse utility holding company with approximately $33 billion in total assets and combined 

annual revenues of about $10 billion. The proposed acquisition will create an enterprise 

value of about $25.4 billion, as measured by PPL’s stock price on April 27, 2010. On a post- 

proposed acquisition basis, PPL and its subsidiaries, including KU/ODP, will serve nearly 

five million electricity customers in the United States and the United Kingdom, and own or 

control about 20,000 megawatts of 1J.S. electricity generating capacity. PPL’s growth 

strategy is fiscally responsible, and the proposed acquisition exemplifies PPL’s commitment 

to balancing its business mix and sustainable long-term growth. 

Finally, PPL did not consider any synergies or savings in evaluating the economics o f  

the proposed acquisition. The transaction is not dependent on any synergies or savings, but 

to the extent that any result, the customers of KU/ODP will benefit. 

In summary, PPL is a substantial utility holding company that has the financial ability 

to cause KU/ODP to continue to provide adequate service at just and reasonable rates to its 

customers after the completion of the proposed acquisition. 

V. PPL Has the Technical and Managerial Ability to Cause KU/ODP to 
Continue to Provide Adequate Service at Just and Reasonable Rates 
After the Completion of the Proposed Acquisition. 

Through its subsidiaries, PPL is primarily engaged in the generation and marketing of 

electricity in two key markets (the northeastern and western TJ.S.), and in the delivery of 

electricity in Pennsylvania and the United Kingdom. PPL’s principal direct subsidiaries are 

PPL Electric, which is responsible for regulated utility operations in Pennsylvania; PPL 
12 



Energy Funding Corporation (“PPL Energy Funding”), which is the parent company of PPL 

Energy Supply, LLC, a wholly owned subsidiary primarily responsible for unregulated 

energy operations; and PPL Capital Funding, Inc., (“PPL Capital”), which is responsible for 

certain corporate financing. 

PPL delivers power to 1.4 million Pennsylvania customers through PPL Electric. 

PPL Electric’s utility service is extremely reliable; on average, its customers have power 

99.9% of the time. PPL Electric maintains more than 48,000 miles of transmission and 

distribution lines to provide that service. Moreover, until October 2008, PPL owned and 

operated PPI, Gas Utilities Corporation (“PPL, Gas”), a Pennsylvania company with both 

natural gas distribution and storage facilities, providing PPL with institutional knowledge 

regarding operating and maintaining natural gas distribution and storage systems. PPI, 

Electric has been an industry leader in helping customers in need as one of the first utilities in 

Pennsylvania to offer programs to help low-income customers pay electric utility bills. PPL 

Electric has ranked first in eight of the past eleven annual J.D. Power Studies of Business 

Customer Satisfaction among Eastern U.S. utilities, and has received a total of sixteen J.D. 

Power awards. 

PPL Energy Funding serves as the holding company for PPL Energy Supply, LLC, 

the parent company of PPL’s principal unregulated subsidiaries. Those principal unregulated 

subsidiaries are PPL Generation, LLC (“PPL Generation’,), which owns and operates U.S. 

generating facilities; PPL EnergyPlus, LLC (“PPL EnergyPlus”), which markets and trades 

electricity and gas in the wholesale and retail markets, and supplies energy in some markets; 
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and PPL Global, LLC (“PPL, Global”), which indirectly owns and operates PPL’s electricity 

distribution businesses in the United Kingdom. 

PPL, through PPL Generation and its subsidiaries, owns and operates a portfolio of 

domestic power generating assets located primarily in Pennsylvania, Montana, Illinois, 

Connecticut and Maine. PPL Generation’s power plants use a variety of fuel sources 

including caal, natural gas, oil, uranium and water to produce energy. 

PPL, through PPI, EnergyPlus, sells electricity produced by the portfolio of 

generation assets owned and operated by subsidiaries of PPL, Generation. PPL EnergyPlus 

participates and trades energy in the wholesale and retail sectors, and also markets various 

energy commodities, primarily in the northeastern and western United States. 

PPL, through PPI, Global and its subsidiaries, operates Western Power Distribution 

(South West) plc (“WPD (South West)”) and Western Power Distribution (South Wales) plc 

(“WPD (South Wales)”), each a regional electricity delivery business operating in the United 

Kingdom. WPD (South West) and WPD (South Wales) are two of the 15 distribution 

networks providing electricity service in England and Wales, and together serve about 2.6 

million customers. WPD (South West) serves a 5,560 square-mile area of southwest 

England, distributing power to about 1.5 million customers in that region. WPD (South 

Wales) operates in an area of Wales 4,500 square miles in size and located directly opposite 

the Rristol Channel from WPD (South West)’s territory. WPD (South Wales) distributes 

power to about 1.1 million customers in that region. 

PPL has substantial and long-established technical experience by virtue of its total 

generation capacity of about 12,000 megawatts, its large U.S. and U.K. electricity delivery 
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businesses, and its status as a leader in 1J.S. electricity generation, supply and delivery. 

PPL’ s management team has extensive experience providing efficient and reliable customer 

service to its customers. PPL’s managerial experience and breadth of assets demonstrates 

that PPL has the technical ability to ensure that Virginia customers continue receiving high 

quality service from KU/ODP after the completion of the proposed acquisition. 

VI. The Proposed Acquisition is for a Proper Purpose. 

The proposed acquisition, like the previous acquisitions, will cause KU/ODP to be 

part of a larger utility system with the size and resources to permit it to continue to provide 

superior service, and the experience and expertise to succeed in the rapidly evolving energy 

industry. Thus, the proposed acquisition, like the previous acquisitions, will permit KU/ODP 

to continue to meet its commitments to its customers, their communities and the 

Commonwealth as a whole. 

The proposed acquisition, in contrast to the previous acquisitions, will be made by a 

domestic company that is headquartered in the United States and that is aware fiom its 

domestic operations of the importance and viability of coal as a fuel supply for the generation 

of electric power. PPL understands that the proposed acquisition would be the third change 

of control of KU/ODP in 12 years.I2 PPI, intends to acquire and operate KU/ODP as an 

important core asset. After the completion of the proposed acquisition, KU/ODP will 

continue to be a regulated utility subject to the Commission’s jurisdiction, and it will 

continue to emphasize -” as PPL’s regulated utility subsidiaries currently do - customer 

Joint Petition of Powergen plc, LG&E Energy Corp. and Kentucky Utilities Company, db /a  Old Dominion 
Power Company For Approval of a Merger, Case No. PUA000020; Joint Petition of E.ON AG, Powergen plc, 
LG&E Energy Corp. and Kentucky Utilities Company, d/b/a Old Dominion Power Company For Approval of 
an Acquisition, Case No. PUAO10028. 
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satisfaction and commitment to the community. The proposed acquisition will serve the 

interest of KTJ/ODP’s customers, their communities and the Commonwealth as a whole and 

is, therefore, for a proper purpose. 

VII. The Proposed Acquisition is in the Public Interest. 

The proposed acquisition will result in the transfer of control of KU/ODP to a 

substantial, financially strong and well-managed utility holding company that has core 

strength in operating rate-regulated utilities with an extraordinary degree of customer 

satisfaction. The proposed acquisition will not be a financial investment by a global energy 

company; it will be a strategic acquisition by one company of another company for the 

purpose of balancing the acquiring company’s investment portfolio and both companies have 

similar business profiles and operating philosophies. For that reason, PPI, will have every 

incentive to operate KU/ODP with the goal of sustainable long-term growth for the benefit of 

the company and its customers, employees, managers and community stakeholders. This is 

SO for several reasons. 

First, the proposed acquisition is structured to not impact adversely KU/ODP’s 

continuity of presence and management. The headquarters of PPL Kentucky and LG&E will 

remain in Louisville, and the headquarters of KU/ODP will remain in Lexington for a period 

of 15 years. All persons who are corporate officers of KU/ODP during the 15-year period 

will reside in Kentucky, and the corporate headquarters of PPL Kentucky will include the 

corporate management personnel of PPI, Kentucky. The corporate officers of PPL Kentucky 

and KU/ODP will maintain their current titles and responsibilities, and PPL will develop a 

retention and incentive program for managers of PPL Kentucky and KU/ODP. PPI, 
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Kentucky’s Board of Managers (currently known as Board of Directors) will consist of at 

least three members, one of whom will be the CEO of PPL Kentucky. 

Second, the proposed acquisition is structured to not impact adversely KU/ODP’s 

quality service. The transaction will have no impact on the base rates or the operation of the 

fuel adjustment clause, of KU/ODP. Customers will experience no adverse change in utility 

service due to changes, if any, related to the proposed acquisition, and PPL will maintain 

PPL Kentucky’s level of commitment to high quality service and will fully maintain the 

KU/ODP track record for superior service quality. PPL will adequately fund and maintain 

KU/ODP’s transmission and distribution systems to supply its customers’ service needs. 

KU/ODP will continue to operate through regional offices with local service personnel and 

field crews, local customer service offices will not be closed as a result of the proposed 

acquisition, and any future closures of customer service offices will take into account the 

impact on customer service. KU/ODP’s existing and future generation facilities will be 

dedicated to the requirements of its existing and future native load customers. The current 

policies of KU/ODP for low-income customers will not change as a result of the proposed 

acquisition, and PPL will review with KU/ODP whether policies more sympathetic to the 

needs of those customers would be appropriate. PPL will minimize any negative impacts on 

customer service and satisfaction resulting fiom workforce reductions. KU/ODP will 

periodically file with the Commission the various reliability and service quality 

measurements it currently maintains. 

Finally, the proposed acquisition will not impact adversely PPL’s or KU/ODP’s 

relationships with government, the community, employees and other stakeholders, and no 
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planned reductions in the employee workforces of PPL Kentucky or KU/ODP will be made 

as a result of the proposed acquisition. Therefore, in day-to-day terms, the proposed 

acquisition is not expected to have any negative impact on customer service or reliability. 

Rates will not be affected. Because local management, operations and systems will remain 

intact, this will be a transparent transaction for customers. For all of the reasons set forth 

above, the proposed acquisition is consistent with the public interest. 

Utility Accounts, Books and Records. VIII. 

Following consummation of the proposed acquisition, KU/ODP will continue to 

operate as a public utility, will keep its books and records, and will make accounting entries 

according to the Uniform System of Accounts. PPL recognizes that access to its books and 

records may be necessary for the Commission to exercise adequate regulatory authority over 

KU/ODP. Accordingly, PPL will provide the Commission access to its books, records, and 

personnel as required to achieve this. 

IX. Affiliate Transactions. 

PPL acknowledges and accepts the requirements of Chapter 4, Regulation of 

Relations with Affiliated Interests, of Title 56 of the Code of Virginia. Following the 

consummation of the acquisition, PPL will cause KU to obtain such approvals as may be 

required. 

The Commission approved KU/ODP’s Services Agreement in its August 10, 2000 

Order in Case No. PUA000050. No further approval of the Services Agreement under 

Chapter 4 of Title 56 of the Code is necessary at this time. If and when changes to the 

Services Agreement are desired, KU/ODP, pursuant to Chapter 4 of Title 56 of the Code, will 

request the Commission’s approval. Further, there will be no change to KU/ODP’s money 
18 



pool arrangement, approved on December 21, 2009 in Case No. PUE-2009-00104, and 

therefore no approval is required. 

The proposed acquisition will require the modification of existing tax arrangements. 

approved on July 9, 2003 in Case No. PUE-2003-00187. The Petitioners expect the terms 

and conditions of any tax allocation agreement to be the same as those currently in effect 

which will separate regulated and non-regulated businesses through the use of the “stand- 

alone” tax calculation for the parties and their affiliates, thereby preventing any cross 

subsidization between KU/ODP and its holding company and affiliates. Before modifying 

the existing arrangements, the required Commission approval will be obtained. 

X. KU/ODP Will Not Guarantee the Debt of E.ON U.S. Without Prior 
Approval. 

In its petition filed with the Commission in Case No. PUA970041, KU warranted that 

it would not guarantee the debt of LG&E Energy (now E.ON U.S.) or LG&E Energy’s non- 

utility affiliates. The Commission’s Order of January 20, 1998, in Case No. PUA970041, 

approved the merger on certain conditions, including prohibiting KU/ODP from guaranteeing 

the debt of E.ON U.S. and its affiliates without prior Commission approval. 

XI. E.ON AG’s Acceptance of the Powergen Memorandum of Agreement. 

PPL is aware of the Memorandum of Agreement dated July 13, 2000 entered into by 

Powergen plc, LG&E Energy Corp. and KU/OPD in Case No. PUA000050. PPL is also 

aware that E.ON AG accepted and reaffirmed the commitments by KU to the Virginia 

Commission in that Memorandum of Agreement as part of E.ON AG’s Joint Petition in Case 

No. PUAO 10028. Some of these commitments reflect the Virginia Commission’s concerns 

with the implications of the then effective 1935 Act. As discussed above, the proposed 
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acquisition, unlike the previous acquisitions by Powergen and E.ON, will not create 

conflicting regulatory issues under federal and state law governing public utility holding 

companies. For this reason, PPL is not offering a blanket adoption of the commitments in the 

Memorandum of Agreement, but understands and stands ready to discuss any reasonable 

concerns the Commission may wish to address with this transaction. 

WHEREFORE, Petitioners request that the Commission enter a final order as 

follows: 

1. Finding that approval of the proposed acquisition of ownership and control of 

E.ON U.S. by PPL, pursuant to the PSA, will not impair of jeopardize the provision of 

adequate service by KU/ODP to the public at just and reasonable rates; 

2. Approving the transfer of ownership of KU/ODP through the acquisition of 

ownership and control of E.ON U.S. by PPL pursuant to Sections 56-88.1 and 56-90 of the 

Code; 

3. Determining that PPL and any intermediate company between PPL and 

KU/ODP will not, by reason of ownership of all limited liability interests of EON U.S., 

which in turn owns all outstanding common shares of KU/ODP, be a public service company 

in Virginia as defined in Section 56-1 of the Code as they will not own, operate, or manage 

any facilities used in connection with the generation, production, transmission, and 

distribution of electricity for the public, for compensation for light, heat, power or other uses; 

Petitioners further request that the Commission declare that no further 

approval of the Services Agreement under Chapter 4 of Title 56 of the Code is necessary; and 

4. 

5 .  Granting all other necessary or appropriate authorizations. 
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Dated: June 15,201 0 Respectfully submitted 

- Lwn 02 /L16SW& fw, 
Louis R. Monacell 
Michael J. Quinan 
Christian & Barton, L.L.P. 
909 East Main Street, Suite 1200 
Richmond, Virginia 2321 9-3095 
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Paul E. Russell 
Associate General Counsel 
PPL Services Corporation 
Two North Ninth Street 
Allentown, PA 1 8 10 1 
(610) 774-4254 

Counsel for PPL Corporation 

J. Wade Hendricks 
Brad S. Keeton 
Stoll Keenon Ogden PLLC 
2000 PNC Plaza 
500 West Jefferson Street 
Louisville, Kentucky 40202 

VA State Bar #32247 
(502) 333-6000 

-and- 
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John R. McCall 
Executive Vice President, General Counsel 
Corporate Secretary, and Chief Compliance 
Officer 
Allyson K. Sturgeon 
Senior Corporate Attorney 
E.ON 1J.S. LLC 
220 West Main Street 
Louisville, Kentucky 40202 
(502) 627-3665 

-and- 

Dr. Frank Fischer 
Vice President 
Legal Affairs - M&A/Integration 
E.ON AG 
E.ON-Platz 1 
4079 Dusseldorf 
Federal Republic of Gerxnany 
+49 21 1-4579-757 

Counsel for E. ON AG, E. ON US 
Investments CCirp., E. ON U. S. LLC, and 
Kentucky Utilities Company 
d/b/a Old Dominion Power Company 
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VERIFICATION OF PPL CORPORATION 

COMMONWEALTH OF PENNSYLVANIA 1 

COUNTY OF LEHIGH ) 
1 ss: 

PAUL A. FARR, Executive Vice President and Chief Financial Officer, PPL 
Corporation, being duly sworn, deposes and says that he has read the foregoing Joint Petition and 
exhibits and knows the matters contained therein, and that said matters are true and correct to the 
best of his knowledge and belief. 

PAULA. ARR 

ELIZABETH STEVENS DUANE, Assistant Secretary, PPL Corporation, being duly 
sworn, deposes and says that she has read the foregoing Joint Petition and exhibits and knows the 
matters contained therein, and that said matters are true and correct to the best of her knowledge 
and belief. 

Subscribed and sworn to before me, a Notary Public in and for the above County and 
State, on June / [ , 201 0. 

NOTARIAL SEAL 

My Commission Expires: 4 zq I 1  
\ 

J 



VERIFICATION OF E.ON U.S. LLC AND KENTUCKY UTILITIES COMPANY 
D/B/A OLD DOMINION POWER COMPANY 

COMMONWEALTH OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
1 ss: 

Lonnie E. Rellar, Vice President, State Regulation and Rates of E.ON U.S., LLC and 
Kentucky {Jtilities Company d/b/a Old Dominion Power Company, being duly sworn, deposes 
and says that he has read the foregoing Joint Petition and exhibits and knows the matters 
contained therein, and that said matters are true and correct to the best of his knowledge and 
belief. n 

John R. McCall, Executive Vice President, General Counsel, Corporate Secretary and 
Chief Compliance Officer of E.ON 1J.S. LLC and Kentucky Utilities Company d/b/a Old 
Dominion Power Company, being duly sworn, deposes and says that he has read the foregoing 
Joint Petition and exhibits and knows the matters contained therein, and that said matters are true 
and correct to the best of his knowledge and belief. 

Subscribed and sworn to before me, a Notary Public in and for the above County and 
State, on June lvih , 2010. 

My Commission Expires: 

ct J O l O  n d  I I 



CERTIFICATE OF SERVICE 

This is to certify that the foregoing Joint Petition was served on the following by U.S. 
Mail, postage prepaid, or hand delivery this 15th day of June, 201 0. 

Mr. Joel Peck, Clerk 
Virginia State Corporation Commission 
Document Control Center 
1300 East Main Street, Tyler Building 
P.O. Box 1197 
Richmond, VA 23 2 1 8 

William H. Chambliss 
General Counsel 
Virginia State Corporation Commission 
1300 East Main Street, Tyler Building 
P.O. Box 1197 
Richmond, VA 2321 8 

Ronald A. Gibson, Director 
Division of Public Utility Accounting 
Virginia State Corporation Commission 
1300 East Main Street, Tyler Building 
P.O. Box 1197 
Richmond, VA 232 18 

Howard M. Spinner, Director 
Division of Economics & Finance 
Virginia State Corporation Commission 
1300 East Main Street, Tyler Building 
P.O. Box 1197 
Richmond, VA 2321 8 

William F. Stephens, Director 
Division of Energy Regulation 
Virginia State Corporation Commission 
1300 East Main Street, Tyler Building 
P.O. Box 1197 
Richmond, VA 232 1 8 

C. Meade Browder, Jr. 
Assistant Attorney General 
Insurance & Utilities Regulatory Section 
Office of the Attorney General 
Division of Consumer Counsel 
900 East Main Street 
Richmond, VA 23219 

c - 
Cotinsel for Petitioners 
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C O M M O N W E A L T H  O F  P E N N S Y L V A N I A  

D E P A R T M E N T O F  S T A T E  

MAY 19,2010 

TO ALL WHOM THESE PRESENTS SHALL COME, GREETING: i 

PPL CORPORATlON 

I, Pedro A. Cortes, Secretary of the Commonwealth of Pennsylvania 

do hereby certify that the foregoing and annexed is a true and correct 

copy of 

ARTICLES OF INCORPORATION filed on March 15,1994, 
ARTICLES OF AMENDMENT-BUSINESS filed on April 27,1995, 
ARTICLES OF AMENDMENT-BUSINESS filed on February 14,2000, 
ARTICLES OF AMENDMENT-BUSINESS filed on August 11,2005, 
ARTICLES OF AMENDMENT-BUSINESS filed on May 21,2008 

which appear of record in this department. 

IN TESTIMONY WHEREOF, I have 
hereunto set my hand and caused 
the Seal of the Secretary's Office to 
be affixed, the day and year above 
written. 

Secretary of the Commonwealth 

i 

! 



Secretary of the Corm 

1. Tho name of t h e  corporation is PP&L Resources, I n c ,  

2 .  The address of t h e  registered office of t h e  
corporation i n  t h i s  Commonwealth is Two North Ninth Street, 
Allentown, Lehigh County, Pennsylvania 18101-1179. 

3. The corporation is incorporated under t h e  
prbvisions of the Bizsiness Corporation ~ a w  of 1988. 

4.  The aggregate number of shares which the 
corporation shall have the  authority to i s s u e  is 100 shares, par 
value $.01 per share. 

The shareholders of t h e  corporation s h a l l  not have 
the right t o  cumulatetheir  votes for the e lec t ion  of d i r e c t o r s  
of the corporation. 

6.  The following provisions of the Business 
Corporation Law of 1908 sha l l  not be applicable t o  the 
corporation: 15 Pa.C.S. 9 2538 [ re la t ing  to approval of 
transactions with interested shareholclers) and 15 Pa.C.S. Subchs. 
Z ~ E - G  (relating to control transactions,  business combinations, 
control-share acquis i t ions  and disgorgement by ce r t a in  
controlling shareholders following attempts to acquire control, 
respectively) .) 

7 .  These a r t i c l e s  of incorporation may be amended i n  
t he  manner a t  the  time prescribed by statute, and all r igh t s  
conferred upon shareholders h e r e i n  are granted subject to t h i s  
reservation. 

5 .  

IN WITNESS WHEREOF, the Xncorporator has executed these  
A r t i c l e s  of Incorporation t h i s  1 4 t h  day of March, 1994.  

Wend ' L. Bel l ,  Esquire 
!mrq$$, L e w i s  & Backius 
200O.'0ne Loqan Square 
P h i l a d e l D h i a ,  PA 19103 

Certification#: 8783571-1 Page 1 of29 
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, Microfilm Number I_ 

Entity Number dSIOq3(n 

ARTICLES OF AMENDMENT-DOMESTIC BUSINESS CORPORATION 
DSC815-1915 (Rev 81) 

In compliance W h  the requirements of 15 Pa.C.S. !j 1915 (relating to mides of amendment), the undersigned 
buslness corporation, desiring to amend Its Mldes, hereby states that:. 

2. The (a) address of lhls corporatlon's current registered OHIce In this Commonwealth or (b) name of Its commercbi registered 
oMce provkler and the county of venue Is (the Department Is hereby authorized to correct the fdlowlng information to 
conform to the records of the Department): 

PA (a) Two North N i n t h  Street A 1  len town 18101 

~ 

cltv Sntr t P  County Numbsf Md %Wt 

County Name of CbmmrrdPl Fbgiotered Office Provider 
(b) c/o: 

For a corporation represented by 8 ammrrdrl fegirt6r.b o f i h  pmvidec, Ihr county in @) chocl k deemed the county In whlch We cbrporation is 
I6catsd far venue and a W  pubiiution purpasrr. 

3. The etatute by or under whlch It was incorporated IS: - hsiness C O r P O r a t i O n  Law of 1988 

March 15, 1994 4. The date of fts incorporation k: 

5. {Check, and H eppropfbte complete, one ol the follojifng): 

The amendment shall be effective upon fding lhese Artides of Amendment In the Department of State. - 
The amendment shalt be effective OR: at 

Oate Hour - 
6. (Check one of the following): 

_c X The amendment was adopted by the shareholders (or members) pursuant lo 15 Pa.C.S. 0 1914(~) and (b). 

CI The amendment was adopted by tha, board of directors pursuant to 15 Pa.C.S. 0 1914(c). 

7. (Check, and lf appropriate complete, ome ot the fotiolwtng): 

e_ The amendment adopted by the corporation. set forth in full. Is as fdlows: 

x The amed&nt adopted by the corporation is set forth in full in Exhibfl A attached hereto and made a part,hereol. - 
Certification#: 8783571-1 Page 2 of 29 



DSCB:15-1915 (Rw 91)-2 

- x The restared Articles of Incorporation supersede the orlglnal Artides and dl amendments thereto. 

IN TESTIMONY WHEAEOF, the undersigned corpMatbn has caused these Artides of Amendment to be slgned by a 
duly authorized officer thereoi this 27 th day of. April , 1 9 s .  

PP&L Resources, Inc. 
(Name of Corporation) 

B Y  A 4  
(Signatur !q 

TITLE: 
Senior Vice President-Financial 

and Treasurer 
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Exhibit A 

AMENDED AND RESTATEQ 
ARTICLES OF INCORPORATIOM 

OF 
PP&L RESOURCES, INC. 

Artlcle I. 
The name of the Corporation is PP8L Resources, lnc. 

Article 11. 

Allentown, Lehigh County, Pennsylvania 18101-1 179. 

Artlcle 111, 

Artlcle IV. 
The aggregate number of shares which the Corporatfon shall have the authotity to issue is 400,000,000 

shares, divided into 10,000,000 shares of Preferred Stock, par value S.01 per share, and 390,000,000 shares of 
b m m o n  Stock, par value S.01 pershare. 

The address of the registered office of the Corporation in thii Commonwealth is Two North Ninth Street, 

The Corporation is incorporated under the provisions of the Business Corporation Law of 1988. 

Artlcle w. 

respect of the shares of each Class shall be as follows: 
The designations, preferences, qualifications, limitations, restrictions, and the spedal or relative rights In 

DIVISION A - PREFERRED STOCK 

SECTION 1. Genera/. To the extent permitted by these Amended and Restated Articles of Incorporation, 
the 8oard of Directors, by majodty vote of a quorum. shall have the aqhority to issue shares Of Preferred Stock 
from time to time in one or more classes or series, and to Tuc by resdution, at the time of ISSUanM of each of such 
class or series, the distinctive designations, terms, relative rights, privileges, qualifications, limltatlons, options, 
conversion rights, preferences, and vobng powers, and such prohibitions, restrictions end qualifications of voting 
or other rights and powers thereof except as they are fixed and determined in this Article V. The dividend rate or 
rates, dividend payment dates or other terms of a class or aeries of Preferred Sock may vary from time to timg 
dependont upon facts ascertdnabls outside of these Amended and Restated Articles of Incorporation i f  \ne 
manner in which the facts will operate to fix or change such terms is set forth in the express terms of the class or 
series or upon terms incorporated by reference to an existing agreement between the Corporation and one or 
mote olher parties or to another document of independent signihcance or otherwise to the exton! permitted by the 
Business Corporation Law of 1988. 

SECTION 2. ckvidends. The holders of shares of each class or series of Preferred Stock shall be entitled to 
receive, when and as declared by the Bbard of Directors, out of any funds legally available for the purpose under 
15 Pa.C.S. Q I551 (relating to distributions to shareholders) or any supersoding provision of law subject to any 
additional limitattons in the express terms of the class or series, cash dividends at the rate or rates and on the 
terms which shall have been fired by or pursuant to the authority of the Board of Directors with respect to such 
class or series and no more, payable at such time or times 8s may be fixed by or pu ,uant to the aurhority of the 
Board af Directors. If  and to the extent provided by the express.tem of any Class or serios of Preferred Stock, 
the holders of the class or wries shall be entitled to receive such Other dividends as may he declared by the 
Board of Directors. 

SECTION 3. Liquideljn of the Glxpomthm. In the event of VOlUI'Itafy or Involuntary liquidation, dissolulion 
or winding up of the Corporation. the holders of shares of Prefened Stock shall be entitled to receive from the 
assets or the Corporetion (whether cepltat or surplus), an amount per share, prier io the payment to the holders of 
shares of Common' Stock or of any olher class of stock of the Corporation ranklng 8s to llquidatlon subordinate to 
'pe P r ~ ~ ~ ~ t , o ~ ~  whj%tfpall have bean fixed and determined by the Board 69 Directop with respect thereto. 

:. ., 
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For the purposes of this section, the terms "involuntary Ilquldation, dlssolution or winding up" shall include, without 
being Ilmited to, a liquidaffon, disriolution br winding up of the Corporation resulting in the distribution of all of tha 
net proceeds of a sale, lease or conveyance o! all or substantially all of the property or business of tho Corporation 
to any governmental body including, without limltatlon, any municipal Corporation or political subdivision or 
authority. 

SECTION 4. Convension Pnii/egess. In the event any class of series of the Pfererrod Stack is issued with 
the privilege of conversion, such stock may be converted, at the option of the record holder thereof, at any time or 
from time to time, as determined by the Board of Directors, in the manner and upon the terms and conditlons 
stated in the rssolution establishing and designating the class or series and fixjng and determining the relativb 
rights and preferences thereof. 

SECTION 5. Redempffm The Corporation, at its option to be exerclsed by Its Board of Directors, may 
redeem the whole or any part of the Preferred Stock or of any class or series thereof at such lime or times as may 
be fixed by the Board, at the applicable price for each share, and upon the terms and conditions which shall have 
been fixed and determined by the Board with respect thereto. 

SECTION 6. Voting Rights. Each holder of record of shares of Prefened Stock shall have full, Ilmited, 
multiple, fractional, conditional or no voting rights as shall be stated in the resolution or resolutions of the Board of 
Directors providing for the issue of such shares. Unless provided In such resolution or resolutions, no holder of 
shares of Preferred Stock shall have cumulative voting rights. 

DIVISION B - COMMON STOCK 

SECTION 1, Dividsnds and Shares in Disbibuiion on COmmcM Stuck, Subject to the rights of the holdeis of 
the Preferred Stock and subordinate thereto, the Common Stock alone shall receive all further dividends and 
shares upon liquidation, dissolution, winding up or distribution. 

SECTION 2. Vothg Righfs. At any meeting of the BharfJholders, each holder of Common Stock shall be 
entitled to one vote per share. 

Artlcle VI. 

directors of the Corporation. 
The shareholders of the Corporation shall not have the right to cumulate their Votes for the election of 

Artlcle VII. 
The following provisions of the Business Corporation Law of 1988 shall not be applicable to the Corporation: 

15 Pa.C.S. fi 2538 (relating to hpproval of transactions with interested shareholders) and 15 Pa.C.S. Subchapter 
25G (relating to control-share acquisitions). 

Artlcle VIII. 

Business Combinations. 

SECTION 1, Delinitons. For the purposes of this Article VIII, the following terms shall have the meanings 

(A) "Affiliate" or "Associate" shall have the respective meanings ascribed to such lerms in the General 

(e) A person shall be a "Beneficial Owner" of any Voting Stock 

(i) which such person or any of its Affiliates or Associates (as herein defined) beneficially owns, 
directly or indirectly; or 

(ii) which such person or any of its Affiliates or Associates nas (A) the right to acquire (whether such 
right is exercisable Immediately or only after the passage of time), pursuant to any agreement, 
arrangement or understanding or upon the exercise of conversion rights, exchange rights, warrants or 
options, or otherwise, or (8) the right to vote pursuant to ,my agreement, arrangement or understanding, 

hereinafter set forth: 

Rules and Regulations under the Securities &change Act of 1934 as in effect from time to time. 

Certification#: 8783571-1 Page 5 of 29 
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. except that a person shall not be deemed the Beneficial Owner of any Voting Stock under this paragraph 
(E) if the agreement, arrangement or undostanding to vote such Voting Stock (lo arises solely from a 
revocable proxy or corisent given in response to a Pmry or consent sOficltatiOn made in accordance with 
the applicable Nles and regulations under the Securities and Exchange Act of 1934 as in effect from 
time to time, and (Y) is not then reportable on a Schedule 13D under the Securities and Exchange Act of 
1934 as In effect from time to time (or any comparable or successor report); or 

(iii) which Is beneficially owned, directly or Indirectly, by any other person with which such person or 
any of Its Affiliates or Associates hasany agreement, arrangement or understanding for the purposa of 
acquiring, holding, voting or disposing of any shares of Voting Stock 
(C) "Eusiness Combination" shall mean any of the following: 

(0 any merger br consolidation of the Corporation or any Subsidiary with (A) any Interested 
Shareholder, or (e) any other Corporation (whether or not itself an Interested Shareholder) which is, or 
after such merger or consolidation would be, an Atfiliate of an Interested Shareholder; or 

(ii) any sale, lease, exchange, mortgage, pledge, transfer or other disposition (in one transaction or 
a series of transactions) to or with any Interested Shareholder or any Affiliate of any Interested 
Shareholder of any assets of the Corporation or any Subsidiary having an aggregate Fair Market Value 
of $25,000,000 of more; or 

(iii) the issuance or transfer_ by the Corporation or any Subsidiary (in one transaction or a series of 
transactions) of any securities of the Corporation or any Subsidiary to any Interested Shareholder or any 
Affiliate of any Interested Shareholder in exchange for cash, securities or other property (or a combination 
thereof) having an aggregate Fair Market Value of $25.000.000 or more; or 

(iv) the adoption of any plan or proposal for the liquidation or dissolution of the Corporation proposed 
by or on behalf of an Interested Shareholder or any Affiliate of any Interested Shareholder; or 

(v) any reclassification of securities of the Corporation (including any revens stock split), or 
recapitalization of the Corporation, statutory share exchange, or any merger or consolidation of the 
Corporation with any of its Subsidievles or m y  other transaction (whether or not with or into or otherwise 
involving an Interested Shareholder), exciusivs of m y  repurchase w redemption of securities of the 
Corporation in accordance with or solely in anticipation of the terms of any mandatory sinking fund or 
redemption provisions thereof, which has the effect, directly or indirectly, of increasing the proportionate 
share of the outstanding shares of any class of equity or convertible securities of the Corporation or any 
Subsidiary which is directly or indirectly ownod by an Interested Shareholder or any Affiliate of any 
Interested Shareholder. 

(D) "Disinterested Director" shall maan any member of Ihe Board of Directors of the Corporation (the 
"Board") who is unaffiliated with, and noi n nominee of, the Interested Shareholder (as such term is used in 
the contcxt of a particular proposed Businsss Combination) and was a member of the Board prior to the lime 
that the interested Shareholder became an Interested Shareholder and any successor of a Disinterested 
Director who is unaffiliated with, and not a nominee of, the Interested Shareholder and is designated to 
succeed a Disinterested Director by a majority of Disinterested Directors then on the Board. 

I 

(E) "Fair Market Value" means: 

(i) in the case of stock, the highest closing sale price during the thirtyday period immediately 
preceding the date in question of B shere of such stock on the Composite Tape for the New York Stock 
Exchange - listed Stocks, or, if such stock is not quoted on the Composite Tape for the New York Stock 
Exchange. or, if such stock is not listed on such exchange, on the principal United States securities 
exchange registered under the Securities Exchange Act of 1934 on which such stock is listed, or, i f  such 
Stock is not listed on any such Exchange, the highest bid quotation with respect to a share of such stock 
during the thirty-day period preceding the date in question on the National Association of Securities 
Dealers, Inc. Automated Quotations Systems ("NASDAQ') or the NASDAQ National Market System or, 
if NASDAQ and the NASDAQ National Market System are not then in use, any other system then in use, 
or, i f  no such quotations are available, the fair market value on the date In question of a shsre of such 
stock as determined by a majority of the Disinterested Directors in good faith; and 

(ii) in the case of property other than cash or stock. the fair market value of such property on the 
date in question as determined by a malority of the Disinterested Directors in good faith. 
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(F) "Privately Held Stock" shall mean any class or serles of the Preferred Stock which has not been 

(G) "Interested Shareholder" shsll mean any person (other than the Corporation, any Subsidiary or any 

( i )  is the Beneficial Owner, directly or indirectly, of more than ten percent of the voting power of the 
then outstanding Voting Stock; or 

( i i )  Is an Altiliate of the Corporation and at any time within the two-year period immediately prior to 
the date in question became the Beneficial Own&, directly or indirectly, of ten percent or more of the 
voting power of the then outstanding Vdng Stock, or 

(iii) is an assignoe of or has olhenwise succeeded to eny shms  of Voting Stock which were at any 
time within the two-year period immediately prior to the date in quastion beneficially owned by any 
Interested Shareholder, H such assignment or succession shall have occurred in the coume of a 
transaction or series of transactions not involving a public offering within the meaning of the Securities 
Act of 1933. 

For the purpose of determining whether a pr'son is an Interested Shareholder pursuant to this paragraph 
(G), the number of shares of VoUng Stack deemed to be wtstandlng shall include shares deemed owned by 
such person through application of paragraph (e) of this Section 1, but shall not include any other shares of 
Voting Stock which may be issuable pursuant to any qreement, amngement or understanding, or upon 
exercise of converqian rights. wenants or options, of otherwise. An Interested Shareholder as defined in thts 
paragraph (G) shall not include a person engaged in buSiness as an undewriter of securities who acquires 
the shares directly from the Corporation or any Affiliate or Assodate, of the Corporation through such person's 
participation in good taith in a fim cornmltment undeMlriting registered under the Securltles Act of 1933 as In 
off ect from time to time. 

(H) In the event of any Business Combination In which the Carporation survives, the phrase 
"consideration other than cash to be raceived" as used in SectionS (A) and (8) 02 Section 2 of this Article Vllt 
shall include the shares of Common Stock and/or the shares of M y  other class Of oubtanding Voting Stock 
retained by the holders of such shares. 

registered pursuant to Section 12 of the Sewrlties 'Exchange Act of 1934. 

benefit plan for the employees of the Corporation or m y  subsidiary) who or which: 

( I )  A "person" shall msan any individual, firm, partnership, Wst, Corpomtion or other entity. 
(J) "Subsidiary" means any Corporation of which a majMity Of any class of equity security is ownsd, 

directly or indirectly, by the Corporation: provided, howevw, that for the purposes of the definition of 
Interested Shareholder set forth in paragraph (G) of thir SOCtiOn I, the tern "Subsidiary" shall mean only 
(1) Pennsylvania Power 8 Light Company for so long as the Corporation owns, directly or indirectly, equity 
securities entitling It to cast a majority uf the votes generally entiled to be cast in elections of Pennsylvania 
Power & Light Company directors and (2) each other corporation of which a majority of each class of equity 
security is owned, directly or indirectly, by the Corporation. 

(K) "Voting Stock" shall mean each share of stock of the Corporation generally entitled to vote In 
elections of direcfofs. 

A majority of the Disinterested Directors of the Corporation shall have the power and duty to determine, for 
the purposes of this Article Vlll on the basis of information known to them after reasonable inquiry, 811 facts 
necessary to determine the applicability of the various provisions of this Article VI11. Any such determination inade 
in good faith shall be binding and conclusive on all parties. 

SEcmoN 2. Unless a Business Combination shall have been approved by the affirmative vote of either a 
majority of Disinterested Directors or the holders of at least two-thirds of the voting power of all shares of Voting 
Stock, voting together as a single class, then, in addition to any vote of shareholders otherwise required by law or 
these Amended and Restated Articles of Incorporation, the consummatlon of any Business Combination shall 
require that all of the following conditions shall have been met 

(A) The aggregate amount of the cash and the fair market value as of the date of the consummation of 
the Business Combination of consideration other than cash to be received per share by holders of Common 
Stock in such Business Cornbination shall be at least equal to the hlghest of the following: 

(if (if applicable) the highest per $hare price (including my brokerage commissions, transfer taxes 
and soliciting dealers' fees) paid by the Interested Shareholder for any shares of Common Stock ecquirod 
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. by it (A) wlthin the twsyear period. immediately pr@ to the first publlc announcement of the proposal of 

the Business CombmaUon (the ’Announcement DaW9 or (8) in the trensraction in which it became an 
lnterested Shareholder, whichever is highest 

(ii) the fair market value per share of Common Stock on the Announcement Date or on the data on 
which the Interested Shareholder become an Interested Shareholder {such later date is referred to in 
this Article Vlll as the “Determination Date”), whichever is higher; and 

(iii) (if applicable) the price per share equal to the fair market value per share of Common Stock 
determined pursuant to paragraph (iij above, multiplied by the ratio of (A) the highest per share price 
(ifxluding any brokerage commissions, transfer taxes and soliciting dealers’ fees) paid by the interested 
Shareholder for any sh’ares of Common Stock acquired by it within the two-year period immediately prior 
to the Announcement Date to (8) the fair market value per share of Common Stock on the first day in 
such twa-year period upon which the Interested Shareholder acquired any shares of Common Stock. 
(B) The.aggregate amount of the cash and the fair markat value as of the date of the consummation of 

the Business Combination of Consideration other than cash to bo received per share by holders of shares of 
any class or series of outstanding Voting Stock other than Common Stock (and other than any series or. class 
of Privately Held Voting Stock), shall be at least equal to the highest of the following (it being intended that 
the requirements of this paragraph (B) shall be requlred to be met with respect to every such class or series 
ot outstanding Voting Scock. whether or not the Interested Shareholder has previously acquired any shares of 
a particular class or series of Voting Stock): 

(i) (if applicable) the highest per share price (including any brokerage commissions, transfer taxes 
and soliciting dealers’ fees) paid by the interested Shareholder for any shares of such class or series of 
Voting Stack acquired by it (A) within the two-year period immediately prior to the Announcement Date, 
or (e) in the transaction in whlch it became an Interested Shareholder, whichever is higher; 

(ii) Qf applicable) the highest preferential amount per share to whlch the holders of shares of such 
class or series of Voting Stock are eRtltled in the event of any voluntary or involuntary liquidation, 
dissolution or winding up of the Corporation or, H higher, the WdUntav redemption price per share for 
such class or series; 

(iii) the fair market vaalue per share of such class of series of Voting Stock on the Announcement 
Date or on the Determination Date, whichever is higher; and 

( i )  (if applicable) the price per share equal to the fajr market valus per share of such class or series 
of Voting Stock determined pursuant to paragreph (iii) above, multiplied by the ratio of (A) the highest per 
share price (including any brokerage commissions, transfer taxes and soliciting dealers’ fees) paid by the 
lntemsted Shareholder for any shares ot such class or series of Voting Stack acquired by it within the 
twoyear period immediately prior to the Announcement Date to (9) the fair market value per share of 
Such class or series of Voting Stock on the first day in such twO-WW period upon which the Interested 
Shareholder acquired any shares of such class or series of Voting Stock. 
(C) The consideration to be received by Iwlders of a particular Class or series of outstanding Voting Stock 

(including Common Stock) shall be in cash or in the same form as the Interested Shareholder has previously 
paid for shares of such class or series of Voting Stock. I t  the lnleresled Shareholder has mid for shares of 
any class or series of Voting Stock with varying forms o! consideration, the form of consideration for such 
class or series of Voting Stook shall be either cash or the form used to acquire the largest number of shares 
of such class of series of Voting Stock previously acquired by it. 

(D) After such Interested Shareholder ha8 become an Interested Shereholder and prior to the 
consummation of such Business Combination except as approved by a majority of the Disinterested Directors: 

(i) There shall have been no failure to declare and pay at the regular date therefor any full quanerly 
dividends (whether or not cumulative) on any outstanding Preferred Stock; “ 

(ii) there shall have been (A) no reduction In the annual rate Of dividends paid on thcv Common Stock 
(except as necessary to reflect any subdivision of the Common Stock) and (e) an increase in such annual 
rate ol dividends as necessary to reflect any reclassification (including any reverse stack split), 
recapitalization, reorganization or any similar transaction which has the effect of reducing the number of 
outstanding shares of the Common Stock, Unless the failure so to increase such annual fate is approved 
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giij Such Interested Shrarehdlder shall have not become the benehcial owner of any additional shares 
of Voting Stock except 03 part of the transaction which results In such Interested Shareholder becoming 
an Interested Shareholder. 

(E) After such Interested Shareholder has become an lntt3f43Sted Shareholder, such Interested 
Shareholder shall not have recelved the benefit, directly or indirectfy (except proportionately as 8 shareholder), 
of any loans, advances, guarantees, pledges or other financial assistance or my tax credits or othur tax 
advantages provided by the Corporation, whather In anticipation of or in connection with such guslness 
Combination or otherwise. 

(F) A proxy or information statement describing the proposed Business Cornbination and containing the 
information specified for proxy or information statements under the Securities Exchange Act of 1934 and the 
rules and regulations thereunder (or any subsequent provisions ieplacing such Act, rules or regulations) shall 
b e  mailed to shareholders of the Corporation at least thirty days pnor to the consummation of such Business 
Combination (whether or no! such proxy or information statement Is required to be mailed pursuant to such 
Act w subsequent provisions). 

SECTION 3. Nothing contained in this Article VIll shall be construed to relieve any Interested Shareholder 
from any fiduciary obligation imposed by law. 

Artlcle IX. 
Amendment of ~ c l e s .  These Amended and Restated Articles of IncarporaUon may be amended in the 

manner from time to time prescribed by statute' and all rights conferred upon aharoholdem herein are granted 
subject to this reservation; provided, however, that, notwithstanding the foregoing (and in addition to any vote that 
may be required by law, these Amended and Restated Articles of IncofporaUon or the bylaws), the affirmatbe vote 
of the shareholders entitled to cast at least two-thlrds of the votes which all shareholders we entitled to cast shall 
be required to amend, alter or repeal, or to adopt any provision inconslstent With, I\rtiClBS VI, VU, VIII, IX and X of 
these Amended and Restated Articles of fncarpara~on; provided further that such two-thirds vote shall not be 
required for any such amendment, alteration 01 mpeal of, or adoption of any provision inconsistent with, Article 
Vlll which is recommended to the sharehdders by a malomy of the Disinterested Dlrecton (which shall mean all 
the directors then in office when there is no Interested Shareho!der). 

Artlcla X. 

Amendment of By/aws, Except as othsMlise provided in the express terms of any class or series of Prelerred 
Stock, the bylaws may be amended or repea)ed, or new bylaws may be adopted, either Q) by vote of the 
shareholders at a duly organized annual c; special meeting of shareholders, or (ii) with respect to those matters 
that are not by statute committed expressly to the shareholders and regardless of whother the shareholders have 
previously adopted or approved the bylaw being amended or repealed, by vote of a majority Of the board of 
directors of the corporation in office at any regular or special meeting of directors; pr~~idpd hawever, that an) 
amendment, alteration or repeal of, or the adoption of any provision inconsistent with, Sections 3.05(b), 3.16, 3.17, 
4.03(a), 4.03(c), 4.04 or 4.05(a) of the bylaws, II by action of the shareholders, shall be only upon the affirmative 
vote of the shareholders entitled to cast at least twwhirds of the votes which all shareholders are entltled to cast 
and, if by action of the directors, shall be only upon the approval of at IOaSt two-thirds of the directors of the 
Corporation in office. 
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" c. 

CONSENT TO APPROPRIA7LON OF NAME: 
DSCB:i7.2 (Rev 90) 

' Pursuant to 19 Pa. Code 3 I 7.2 (relating to apprapriation of the name of a senior corporation) t t a  undersigrled association, 
resiring to consent to the appropriation of its name by another association, hereby certifies that: 

The name 01 the associalion executing this Consent of Appropriation of Name is: Pp&L* h e -  

- - 

The (a) address of this association's current registered office in this Commonwealth or (b) alanie of its commercial 
registered office provider and the county of venue is (Ihe Department is hereby authorized 10 correct the following 
information to conform to the records of the Department): 

-- (a) 2 N. 9th St., Allf iem, PA 18101-1179, LehiRh 
Number and Slreel City Stale CD County 

- (b) c/o- - 
tiame 01 Commercial Regtsre!ed ORice Ptovidet Counly 

i ai an aSSOcialion represen!ed by a COITIInSCial regislered oHice provider, !he counly In (0) Shall be dwrea Ihe county in whicil the 
association is localea for venue arrd oHicial pcJblicelion purposes. 

-- -- 6 f  4 f  20 Ti72 date of its incorporation 91 other arganizarion is. 

The association is (check one). 

x b u t  IO change its name. 
A b o u t  10 cease to do business. 
-Being wound up. 
:-About IO withdraw lrorn doing business in 11 tis Commonwealth. 

The association(.;) enlilted 10 the benefit of this Consent lo Appropriation of Name isq&~'oCDrDOration, .- -.- 
f o m e r l y  PP&L Resources, Lnc, - 

IN TESTIMONY WHEEEOF. Ihe undersigned association has caused this consent 10 be signed sy a duly authorized officer 
[tweol lhrs-,- day O L  , 9amo0,, 

, 
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--- 
Rled with the DeDaDtment of State on 

Frr a wrporatlon represemed by a commemial registered office pmvider, the county m tb) shall be dmmed the coumy in which the 
corporation Lr; located for VM and oQfIoiat publication purpooeo. 

3. meaetut9 UndW it wts incorporatlsd Pennsylvania Business Coiporatlon Law 

Ttie name of the corporation iu PPL Corporation. 

I 

! 

I 

I 

I 
! 
I 
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PENNSYLVANIA DEPARTMENT OF STATE 
CORPORATION BUREAU 

Articles of Amendment-Domestic Corporation 
(15 Ps.C.S.) 

2570936 Business Corporation($ 1915) 
--- Sonprofit Corporation ( 5  591 5 )  

Dacumrnc will be mrurnccl IO the 
nnmr and address 3011 enter to Nnmr 

......- I 

Fez: S70 ........-........... 

I. Secrewy of the Corninonwealth ! 
In conipliancc with thc requirements ofrlic applicable probisioiis (relating io ankles ofameiidnienr). the undersigned, 

desiring to mend its amclcs. hereby slates that: 

of he corporalion is. 
PPL Coqwretion / 

2 Thc (3) address of tliis corporation's current registered office in Illis Coinmoiirvealth or (b) name of 11s 
commercial registered office provider and the ccunr) of venue is (the Dtpanment is hrrebp authorixd IO 
correct :he following information to conform to the records of the Deprcment): 

(a) Number and Sueer Ciry Slate Zip County 
l 2N.9rhStrtei Alleiitown PA 18101 FA h: h$h 

(b) N m e  of Commercial Registered Office Provider CoJnty 
d o  

- 
3 Ihr statute by 01 under which it was incorporated: Pcnnsyh iinia Bumcis  Ctirporatron Law 

-- ---- 
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- 
6 Check one ojrhcfolloivlry: 

The amendrncnl was adopted by [he shareholders or members pursunnito 15 Pa.C.S. 191qa) and (b) or 3 
3914(4. 

The amcndrnent was adopted by the bosrd of directors pursuant to 1 5  Pa. C.S. 5 191 l ( c )  or 4 5914(b). 

1. Check. and if appropiare. coniplrlre one q(!lthe following 

___ The aiiieiidrnsnt adopred by ihe corporation. set forth in full, is as follows 

- 

- The amendment adoprtd b) !he corporation i s  sei forth in full in Exhibit A anached hereto and made a pan 
hereof ---- 8 .  Check rhc onicndmenr restofes rhe Arlicltr 

T h e  rwtatcd Articles of Incorporation supersede the original anicles and all amendments rhcrero. 

~ 

F- 
I X  TESTIMOSY W:H;',KEOF, rhc undersigned 
corponrion has caused rhese Alticlcs of Amendment to be 
signed by o duly authorized officcr diereof this 

~ - - -  Illh da} o f - A W u r  J 

2005 

Certification#: 8783571-1 Page 14 of29 

p m  ~ 8 . 0 '  ?(yr c r w c m  VJI~L 

PPL Comor3tion 

. Title 

Duane: Assisran1 Sccrtiar) 

P. 03/ 15 

I 

i 
i 

i 1 
i 
! 

I 
! 
i 

i 
1 
I 

I 



FfU NO, 6107747043 P, 06/!5 

I 

Exhibit,A 

ENDEDANDRESTATED 
ARTICLES OF INCORPORATION 

OF 
PPL CORPORATION 

Article I. 
The name of the Corporatiorl is PPL Corporation. 

Article II. 

lwo North Ninth Street, Allentown, Lehigh County, Pennsylvania 18101-1 179 
The address of the registered office of the Corporation in this Commonwealth is 

Article 111. 

Law of 1988. 
The Corporation IS incbrporated under the provisioris of the Business Corporation 

Article IV. 
The aggregate number of shares which the Corporation shall have the authority 

to issue is 790,000,000 shares, divided into 10,000,000 shares of Preferred Stock, par 
value $.01 per share, and 780,000,000 shares of Common Stock, par value $.01 per 
share. 

Article V. 

special or relative riqhts iri respect of the shares of each class shall be as follows: 
The designations, preferences, qualifications, limitations, restrictions, and the 

DIVISION A-PREFERRED STOCK 

SECTION 1. General. To the extent permitted by these Amended and Restated 
Articles of Incorporation, the Board of Directors, by majority vote of a quorum, shall 
have the authority to issue shares of Preferred Stock from time to time in one or more 
classes or series, and to fix by resolution. at the time of issuance of each oi such class 
or series, the distinctive designations, terms, relative rights, privileges, qualifications, 
limitations, options, conversion rights, preferences, and voting powers, and such 
prohibitions, restrictions and qualifications of voting or other rights and powers thereof 
except as they are fixed and determined in this Article V. The dividend rate or rates. 
dividend payment dates or other terms of a class or series of Preferred Stock may vary 
from time to time dependent upon facts ascertainable outside of these Amended and 
Restated Articles of Incorporation i f  the manner in which the facts will operate to fix or 
change such terms is set forth in the express terms of the class or series or upon terms 
incorporated by reference to an existing agreement between the Corporation and one or 
more other parties or to another document of independent significance or utherwise to 
the extent permitted by the Business Corporation Law of 1988. 

J SECTION 2. Dividends. The holders of shares of each class or series of 
Preferred Stock shall be entitled to receive. when and as declared by the Board of 
Directors. out of any funds legally at:ailable for the purpose under 15 Pa.C.S Q 1551 
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(relating to distributions to shareholders) or any superseding provision of law subject to 
any additional limitations in the express terms of the class or series, cash dividends at 
the rate or rates and on the terms which shall have been fixed by or pursuant to the 
authority of the Board of Directors with respect to such class or series and no more, 
payable at such time or times as may be fixed by or pursuant to the authority of the 
Board of Directors If and to the extent provided by the express terms of any class or 
series of Preferred Stock, the holders of the class or series shall be entitled to receive 
such other dividends as may be declared by the Board of Directors 

SECTION 3. Liquidation of the Corporation. In the event of voluntary or 
involuntary liquidation, dissolution or winding up of the Corporation, the holders of 
shares of Preferred Stock shall be entitled to receive from the assets of the Corporation 
(whether capital or surplus), an amount per share, prior to the payment to the holders of 
shares of Common Stock or of any other class of stock 3f the Corporation ranking as to 
liquidation subordinate to the Preferred Stock, which shall have been fixed and 
determined by the Board of Directors with respect thereto. 

For the purposes of this section, the terms "involuntary liquidation, dissolution or 
winding up" shall include, without being limited to, a liquidation. dissolution or winding 
up of the Corporation resulting in the distribution of all of the net proceeds of a sale, 
lease or conveyance of all or substantially all of the property or business of the 
Corporation to any governmental body including. without limitation, any municipal 
Corporation or political subdivision or authority. 

SECTION 4 COfWefSiOn f%vi/eges. In t h e  event any class or series of the 
Preferred Stock is issued with the privilege of conversion. such stock may be cbnverted, 
at the option of the rocord holder thereof, at any Lime or from time to time, as 
'determined by the Board of Directors. in the manner and upon the terms and conditions 
stated in the resolution establishing and designating the class or series arid fixing and 
deterrninrng the relative rights and preferences thereof 

SECTION 5 Redempfion. The Corporation, at its option to be exercised by its 
Board of Dircc?ors, may redeem the whole or any part of the Preferred Stock or of any 
class or series thereof at such time or times as may be fixed by the Board, at the 
applicable price for each sharc. and upon the terms and conditions which shall have 
been fixed and determined by the Board with respect tbareto. , 

SECTION 6. Vo1mg Rights Each holder of record of shares of Preferred Stock 
shall have full. limited. rultiple, fractional conditional or no voting rights as shall be 
stated in the resolution or resolutions of the Board of Directors providing for the issue of 
such shares Unless provided in such resolution or resolutions no holder of shares of 
Pieferred Stock shall have cumulativc voting rights. 

DIVISION B-COMMON STOCK 

SFCTION 1 Dividends and Shares in Distr/butir;n on Common Stock. Subject to 
the f igh ts  of the holders of the  Preferred Stock arid subwdiriate thereto. the Common 
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Stock alone shall receive all further dividends and shares upon liquidation, dissolution, 
winding up or distribution. 

SECTION 2. Voting Righfs. At any meeting of the shareholders, each holder of 
Common Stock shall be entitled to one vote per share 

Article VI. 
The shareholders of the Corporation shall not have the right to cumulate their 

, votes for the election of directors of the Corporation 

Articfe VII. 
The following provisions of the Business Corporation Law of 1988 shall not be 

applicable to the Corporation. 15 Pa.C.S. 5 2538 (relating to approval of transactions 
with interested shareholders) and 15 Pa.C.S. Subchapter 25G (relating to control-share 
acquisitions). 

Article VIII. 

Business Combinations 

SECTION 1, Definitions. For the purposes of this Article VIII, the following terms 

(A) "Affiliate" or "Associate" shall have the respective meanings ascribed to 
such term$ in the General Rules and Regulations under the Securities Exchange 
Act of 1934 as in effect from time to time. 

shall have the meanings hereinafter set forth, 

(€3) A person shall be a "Beneficial Owner" of any Voting Stock. 

defined) beneficially owns, directly or indirectly or 
(i) which such person or any of its Affiliates or Associates (as herein 

(ii) which such person or any of its Affiliates or Associates has (A) the 
right to acquire (whether such right is exercisable immediately or only after 
the passage of time)," pursuant to any agreement, arrangement or 
understanding or upon the exercise of conversion rights, exchange rights, 
warrants or options, or otherwise, or (B) the right to vote pursuant to any 
agreement, arrangement or understa;\ding. except that a person shall not 
be deemed the Beneficial Owner of any Voting Stock under this paragraph 
(8) if the agreement, arrangement or understanding to. vote such Voting 
Stock (X) arises solely from a revocable proxy or consent given in response 
to a proxy or consent solicitation made in accordance with the applicable 
rules and regulations under the Securities and Exchange Act of 1934 as in 
effect from time to time. and (Y) is not then reportable on a Schedule 13D 
under the Securities and Exchange Act of 1934 as in effect from time to time 
(or any comparable or successor report); or 
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(iii) which is beneficially owned, directly or indirectly, by any other 
person with which such person or any of its Affiliates or Associates has any 
agreement. arrangement or understanding for the purpose of acquiring, 
holding, voting or disposing of any shares of Voting Stock 

(C) "Business Combination" shall mean any of the following. 

( I )  any merger or consolidation of the Corporation or any Subsidiary 
with (A) any Interested Shareholder, or (B) any other Corporation (whether 
or not itself an Interested Shareholder) which is, or after such merger or 
consolidation would be, an Affiliate of an Interested Shareholder; or 

(ii) any sale, lease, exchange, mortgage, pledge, transfer or other 
disposition (in one transaction or a series of transactions) to or with any 
Interested Shareholder or any Affiliate of any Interested Shareholder of any 
assets of the Corporation or any Subsidiary having an aggregate Fair 
Market Value of $25,000,000 or more: or 

(iii) the issuance or transfer by the Corporation or any Subsidiary (in 
one transaction or a series of transactions) of any securities of the 
Corporatiori or any Subsidiary to any Interested Shareholder or any Affiliate 
of any Interested Shareholder in exchange for cash, securities or other 
property (or a Combination thereof) having an aggregate Fair Marker Value 
of $25,000.000 or more. or 

(iv) the adoption of any plan or proposal for the liquidation or 
dissolution of the Corporation proposed by or on behalf of an Interested 
Shareholder or any Affiliate of any Interested Shareholder, or 

. 

(v) any reclassification of securities of the Corporation (including any 
reverse stock split). or recapitalization of the Corporation, statutory share 
exchange, or any merger or consolidation of the Corporation with any of its 
Subsidiaries of any other transaction (whether or not with or into or 
otherwise involving an Interested Shareholder), cxdusive of any repurchase 
or redemption of securities of the Corporation in accordance with or solely in 
anticipation of the terms of any mandatory sinking fund or redemption 
provisions thereof, which has the effect, directly or indirectly, of increasing 
Ihe proportionate share of the outstanding shares of any class of equity or 
convertible securities of the Corporation or any Subsidiary which is directly 
or indirectly owned by an Interested Shareholder or any Affiliate of any 
Interested Shareholder 

(0) "Disinterested Director" shall mean any membei of the Board of 
Directors of the Corporation (the "Board") who is maffiliated with, and not a 
nominee of, the lntsrcstod Shareholder (as such term IS used In the context of a 
padicular proposed Uusiness Combination) and was a member of tho Board prior 
to the time that the Interested Shareholder became an Interested Shareholder 
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and any successor of a Disinterested Director who is unaffiliated with, and not a 
nominee of, the Interested Shareholder and is designated to succeed a 
Disinterested Director by a majority of Disinterested Directors then on the Board 

(E) "Fair Market Value" means 

(i) in the case of stock, the highest closing sale price during the thirty- 
day period immediately preceding the date in question of a share of such 
stock on the Composite Tape for the New York Stock Exchange - Listed 
Stocks, or, if such stock IS not quoted on Ihe Composite Tape for the New 
York Stock Exchange. or, if such stock is not listed on such exchange, on 

. the principal ' United States securities exchange registered under the 
Securities Exchange Act of 1934 on which such stGck is listed, or, 11 such 
stock is not listed on any such Exchange, the highest bid quotation with 
respect to a share of such stock dufing the thirtyday period preceding the 
date in question on the National Association of Securities Dealers, Inc. 
Automated Quotations Systems ("NASDAQ") or the NASDAQ National 
Market System or, if  NASDAQ and the NASDAQ National Market System 
are not then in use, any other system then in use, or. if no such quotations 
are available, the fair market value on the date in question of a share of 
such stock as determined by a majority of the Disinterested Directors in 
good faith: and 

(ii) in the' case of property other than cash or stock, the fair market 
value of such property on the date in question as determined By a majority 
of the Oisinterested Directors in good faith. 

(F) "Privately Held Stock" shall mean any class or series of the Preferred 
Stock which has nct been registered pursuant to Secticn 12 of the Securities 
Exchange Act of 1934. 

(G) "Interested Shareholder" shall mean any person (other than the  
Corporation. any Subsidiary or any benefit plari for the employees of the 
Corporation or any subsidiary) who or which 

(i) is the Beneficial Owner. directly or indirectly, of more than ten 
percent of t he  voting power of the then outstanding Voting Stock: or 

(ii) is an Affiliate of the Corpordtion and at any time within the two-year 
period immediately prior to the date in question became the Beneficial 
Owner. directly or indirectly, of ten percent or more of the voting power of 
the then outstanding Voting Stock; or 

( i i i )  is an assignee of or bas othewise succeeded to any shares of 
Voting Stock which were at any time within the two-year period immediately 
prior to the date in question beneficially owned by any Interested 
Shareholder. if such assignment or suwession shall have occurred in the 

5 
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course of a transaction or series of transactions not involving a public 
offering within the meaning of the Seciirities.Act of 1933. 

For the purpose of determining whether a person is an Interested Shareholder 
pursuant to this paragraph (GI, the number of shares of Voting Stock deemed to 
be outstanding shall include shares deemed owned by such person through 
application of paragraph (B) of this Sectiori 1, but shall not include any other 
shares of Voting Stock which may be issuable pursuant to any agreement, 
arrangement or understanding. or upori exercise of conversion rights, warrants or 
options, or otherwise. An Interested Shareholder as defined in this paragraph 
(G)shali not include a person engaged in business as an underwriter of 
securities who acquires the shares directly from the Corporation or any Affiliate 
or Associate of the Corporation through such person's participation in good faith 
in a firm commitment undetwriting registered under the Securities Act of 1933 as 
in effect from time to time. 

(H) In the event of any Business Combination in which the Corporation 
survives, the phrase "consideration other than cash to be received" as used in 
Sections (A) and (€3) of Section 2 of this Article Vlil shall include the shares of 
Common Stock andlor the shares of any other class of outstanding Voting Stock 
retained by the holders of such shares. 

(I) A "person" shall mean any individual, firm, partnership, trust, Corporation 
nr other entity 

(J) "Subsidiary" means any Corporation of which a majority of any class of 
equity security is owned, directly or indirectly, ~y the Corporation; provided, 
however. that for t i e  purposes of the definition of Interested "Shareholder set 
forth in paragraph (G) of this Section 1. the term "Subsidiary" shall mean only 
(1) PPL Electric Utilities Corporation for so long as the Corporation owns, directly 
or indirectly, equity securities entitling it to cast a majority of the votes generally 
entitled to be cast i'n elections'of PPL. Electric Utilities Corporation directors and 
(2) each other corporation of which a majority of each class of equity security is 
awned, directly or indirectly. by the Corporation. 

(K) "Voting Stock" shall mean each share of stock of the  Corporation 
generally entitled to vote in elections of directors. 

A' majority of the 13isinterested Directors of the Corporation shall have the power 
and duty to determine, for the purposes of this Article'VIII on the basis of information 
known to them after reasonable inquiry, all facts necessary to determine the applicability 
of the various provisions of this Article V111. Any such determination rnrde in good faith 
shall be binding and conclusive on all parties. 

S E C ~ I O N  2. Unless a Business Combination shall have been approved by the 
affirmative vote of either a majority of Disinterested Directors or the holders of at least 
two-thirds of the voting power of all shares of Voting Stock, voting together as a single 
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class, then, in addition to any vote of shareholders otherwise required by law or these 
Amended and Restated Articles of Incorporation, the consummation of any Business 
Combination shall require that all of the following conditions shall have been met: 

(A) The aggregate amount of the cash and the fair market value as of the 
date of the consummation of the Business Combination of consideration other 
than cash to be received per share by holders of Common Stock in such 
Business Combination shall be at least equal Lo the highest of the following: 

(i) (if applicable) the highest per share price (including any brokerage 
commissions. transfer taxes and soliciting dealers' fees) paid by the 
Interested Shareholder for any shares of Common Stock acquired by it (A) 
within the two-year period immediately prior to the first public announcement 
of the proposal of the Business Combination (the "Announcement Date") or 
(6) in the transaction in which it became an Interested Shareholder, 
whichever IS highest; 

( i t )  the fair market value per share of Common Stoch on the 
Announcement Date or on the date on which the Interested Shareholder 
became an Interested Shareholder (such later date is referred to in this 
Article VI11 as the "Determination Date"}, whichever IS higher: and 

(iii) (if applicable) the price per share equal lo the fail market value per 
share of Common Stock determined pursuant to paragraph (ii) above, 
mdtiplied by the ratio of (A) the highest per share price (including any 
brokerage commissions, transfer taxes and solicilirig dealers' fees) paid by 
the Interes!ed Shareholder for any shares of Common Stock acquired by it 
within the two-year period immediately prior to the Announcement Date to 
(6) !he fair rnarkel value per share of Common Stock on the first day in such 
two-year period upon which the Interested Shareholder acquired any shares 
of Common Stock 

(8) The aggregate amount of the cash and the  fair market value as of the 
' date of the consummation of the Business Combination of consideration other 

than cash to be received per share by holders of shares of any class or series of 
outstanding Voting Stock other than Common Stock (and other than any series 
or class of Privately Held Voting Stock). shall be at least equal to the highest of 
the following (it being intended that the requirements of this paragraph (B) shall 
be required to be mer with respect to every such class or series of outstanding 
Voting Stock, whether or not the Interested Shareholder has previously acquired 
any shares of a particular class or series of Voting Stock]: 

( i )  [if applicable) the highest per share price (inclbrling any brokerage 
commissions, transfer taxes and soliciting dealers' fees) paid by the 
Interested Shareholder for any shares of such class or series of Voting 
S\ock acquired by it (A) within the two year period immediately prior to the 
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Announcement Date, or (6) in the transaction in which it became an 
Interested Shareholder, whichever is higher; 

(ii) (if applicable) the highest preferential amount per share to which 
the holders of shares of such class or series of Voting Stock are entitled in 
the event of any voluntary or involuntary liquidation, dissolution or winding 
up of the Corporation or, If higher, the voluntary redemption price per share 
for such class or series; 

(iii) the fair market value per share of such class or series of Voting 
Stock on the Announcement Date or on the Determination Date, whichever 
is higher; and b 

(iv) (if applicable) the price per share equal to the fair market value per 
share of such class or series of Voting Stock determined pursuant to 
paragraph (hi) above, multiplied by the ratio of (A) the highest per share 
price (including any brokerage commissions, transfer taxes and soliciting 
dealers' fees) paid by the Interested Shareholder for any shares of such 
class or series of Voting Stock acquired by it within the two-year period 
immediately prior to the Announcement Date to (8) the fair market value per 
share of such class or series of Voting Stock on the first day in such two- 
year period upon which the Interested Shareholder acquired any shares of 
such class or series of Voting Stock 

(Cj The Consideration to be received by holders of a particular class or 
series of outstanding Voting Stock (including Common Stock) shall be in cash or 
in the same form as the Interested Shareholder has previously paid for shares of 
such class or series of Voting Stock. If the Interested Shareholder has paid lor 
shares of any class or series of Voting Stock with varying forms of consideration, 
the form of consideration for such class or series of Voting Stock shall be either 
cash or the form used to acquire the largest number of shares of such clasc: or 
series Of  Voting Stock previously acquired by it 

(D) After such Interested Shareholder has become an Interested 
Shareholder and pnor to the consummation of such Business Combination 
except a5 approved by a majority of the Disinterested Directors 

(i) There shalt have been no failure to declare and pay at the regular 
date therefor any full quarterly dividends (whether or not cumulative) on any 
outstanding Preferred Stock; 

( i t )  there shall have been (A) no reduction in !he annual rate of 
dividends paid on the Common Stock (except as ne;essary to reflect any 
subdivision of the Common Stock) and (B) an increase in such annual rate 
of dividends as necessary to reflect any reclassification (including any 
reverse stock split), recapitalization, reorganization of any ~ ~ \ i l ' d f  

transaction which has the effect of reducing the number of outstanding 
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shares of the Common Stock, unless the failure so to increase such annual 
rate is approved by a majority of the Disinterested Directors, and 

( i i i )  such Interested Shareholder shall have not become the beneficial 
owner of any additional shares of" Voting Stock except as part of the 
transaction which results in such Interested Shareholder becoming an 
Interested Shareholder. 

(E) After such Interested Shareholder has become an Interested 
Shareholder, such Interested Shareholder shall not have received the benefit, 
directly or indirectly (except proportionately as a shareholder), of any loans, 
advances, guarantees, pledges or other financial assistance or any !.ax credits or 
other tax advantages provided by the Corporation, whether in anticipation of or in 
connection with such Business Combination or otherwise. 

(F) A proxy or information statement describing the proposed Business 
Combination and containing the information specified for proxy or information 
statements under the Securities Exchange Act of 1934 and the rules and 
regulations thereunder (or any subsequent provisions replacing such Act, rules or 
regulations) shall be 'mailed to shareholders of the Corporation at least thirty days 
prior to the consummation of such Business Combination (whether or not such 
proxy or information statement is required to be mailed pursuant to such Act or 
subsequent provisions). 

SECTION 3. Nothing contained in this Article Vlll shall be construed to relieve any 
Interested Shareholder from ahy fiduciary obligation imposed by law. 

Article IX. 

Amendment of Articles. These Amended and Resbted Articles of Incorporation 
may be amended in the manner from time to time prescribed by statute and all rights 
conferred upon shareholders herein are granted subject to this reservation; provided, 
however, that, notwithstanding the foregoing (and in addition to any vote that may b,e 
required by law, these Amended and Restated Articles of Incorporation or the bylaws). 
the affirmative vote of the shareholders entitled to cast at least two-thirds of the votes 
which all shareholders are entitled to cast shall be required to amend, alter or repeat, or 
to adopt any provision inconsistent with, Articles VI, VU, VIII. IX and X of these 
Amended and Restafed Articles of Incorporation. provided further that such two-thirds 
vote shall not be required for any such amendment, alteration of repeal of, or adoption 
of any provisionl inconsistent with, Article Vill which is recommended to the 
shareholders by a majority of the Disinterested Directors (which shall mean all !he 
directors then in office when there is no Interested Shareholder). 

Article X. 

Amendment of Bylaws. Except as otherwise provided in the express terms of 
any class or series of Preferred Stock, the bylaws may be amended or repeated, or new 

9 
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bylaws may be adopted, either (i) by vote of the shareholders at a duly organized 
annual or special meeting of shareholders, or (ii) with respect to those matters that are 
not by statute committed expressly to the shareholders and regardless of whether the 
shareholders have previously adopted or approved the bylaw being amended or 
repealed, by vote of a ,niajority of the board of directors of the Corporation in office at 
any regular or special meeting of directors; provided, however. that any amendment, 
alteration or repeal of, or the adoption of any provision inconsistent with, Sections 
3,05(b), 3.16. 3.17, 4.03(a), 4 03(c), 4.04 or 4.05(a) of the bylaws, if by action of the 
shareholders, shall be only upon the affirmative vote of the shareholders entitled to cast 
at least two-thirds of the votes which all shareholders are entitled to cast and, if by 
action of the directors, shall be only upon the approval of at least two-thirds of the 
directors of the Corporation in office, 

Article XI. 

Uncertificated Shares. Any or all classes and series bf shares of the Corporation, 
or any pad thereof, may be represented by uncertificated shares to the extent 
determined by the Board of Directors, except as required by applicable law, including 
that shares represented by a certificate that is issued and outstanding shall continue to 
be represented thereby until the certificate IS surrendered to the Corporation. Within a 
reasonable time after the issuance or transfer of uncertificated shares, the Corporation 
shall send to the registered owner thereof a written notice containing the inforrrlation 
required by applicable law to be set forth or stated on cehficates Except as othewlse 
expressly provided by law. the rights and obligations of the holders of shares 
represented by certificates and the righk and obligations of the holders of uncertificated 
shares of the same class and series shall be identical 

... 

I 
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Entity #: 2570936 
Date Filed 05/21/2008 

Pedro A. Cortbs 
Secretarv of the Commonwealth 

PENNSYLVANIA DEPARTMENT OF STATE 
CORPORATION BUWAU 

Articles of Amendment-Domestic Corporation 
(15 Pa,C.S.) 

Business Corporation (0 I9 15) a Nonprofit Corporation (4 591 5) 

Document will be returned l o  the 
name and address you enter lo Namc 

the left, 

- Commonwealth of Pennsylvania 
ARTICLES OF AMENDMENT-BUSINESS 6 Page&) 

le 
dc 

I 

Fee: S70 1111111111111111llllllllllllllllllllllllllllllllllllllllllllll TO814347089 

In compliance with the requirements of the applicable provisions (relating to articles of amendment), the undcrsimed, 
desiring to amend its articles, hereby states that: 

1. The name o f  the corporation is: 
PPL Corporation 

2. The (a) address of this corporation's current registered office in his Commonwealth or (b) name of its 
commercial registered ofice provider and the county of venue is (the Department is hereby authorized 10 
corrcct the following information to conform to the records of the Department): 

(a) Number and Street City State Zip County 
Two North Ninth Street Allentown PA l8lOl khiph 

County (b) Name o f  Commercial Registered Office Provider 
c/o 

1 J 

3. Thc statute by or under which it was incorporated: pennsylvania ~~~i~~~ corporalion L~.,,, 

1 I 4. The date of its incorporation: March IS, 1994 

5. Check, and fappropriute cornpiere, one of the foilowing: 

- @ The amendment shall bc effective upon filing these Articles of Amendment in Ihc Department of State. 

I - The amendment shall be effective on: al l a  Date Hour 

I 

! 



DSCB: 15-1 915/5915-2 

6. Check one ojthefollowing: 1 
The amendment was adopled by the shareholders or members pursuant (0 15 Pa.C.S, 
5914(a). 

1914(a) and (b) or 5 

I I The amendment was adopted by the board ofdirectors pursuant to 15 Pa. C.S. 4 1914(c) or § 5914@). 

7.  Check, and Yoppropriiare, complete one ojrhe following: 

a The amendment adopted by the corporation, set fonh in full, is as follows 

B T h e  amendment adopted by the corporation is set forth in full in Exhibit A attached hereto and made a part 
hereof. 

8. Check ijfhe omendmenf restates the Articles: 

- a The restated Articles of  Incorporation supersede the original articles and all amendments thereto. 

I 

1N TESTCMONY WHEREOF, the undersigned 
corporation has caused these Articles of Amendmenl to be 
signed by a duly authorized of icer  thereof his 

1 21st of__MaY 

PPL Carporation 



Exhibit A 

AMENDED AND RESTATED 
ARTICLES OF INCORPORATION 

OF 
PPL CORPORATION 

Article 1. 
The name of the Corporation is PPL Corporation. 

Article 11. 

Two North Ninth Street, Allentown, Lehigh County, Pennsylvania 18101-1179. 
The address of the registered office of the Corporation in this Commonwealth is 

Article 111. 

Law of 1988. 
The Corporation is incorporated under the provisions of the Business Corporation 

Article IV. 
The aggregate number of shares which the Corporation shall have the authority 

to issue is 790,000,000 shares, divided into 10,000,000 shares of Preferred Stock, par 
value $.01 per share, and 780,000,000 shares of Common Stock, par value $.01 per 
share. - 
Article V. 

special or relative rights in respect of the shares of each class shall be as follows: 
The designations, preferences, qualifjcations, limitations, restrictions, and the 

DIVISION A-PREFERRED STOCK 

SECTION 1. General. To the extent permitted by these Amended and Restated 
Articles of Incorporation, the Board of Directors, by majority vote of a quorum, shall 
have the authority to issue shares of Preferred Stock from time to time in one or more 
classes or series, and to fix by resolution, at the time of issuance of each of such class 
or series, the distinctive designations, terms, relative rights, privileges, qualifications, 
limitations, options, conversion rights, preferences, and voting powers, and such 
prohibitions, restrictions and qualifications of voting or other rights and powers thereof 
except as they are fixed and determined in this Article V. The dividend rate or rates, 
dividend payment dates or other terms of a class or series of Preferred Stock may vary 
from time to time dependent upon facts ascertainable outside of these Amended and 
Restated Articles of Incorporation if the manner in which the facts will operate to fix or 
change such terms is set forth in the express terms of the class or series or upon terms 
incorporated by reference to an existing agreement between the Corporation and one or 
more other parties or to another document of independent significance or othewise to 
the extent permitted by the Business Corporation Law of 1988. 

SECTION 2. Dividends. The holders of shares of each class or series of 
Preferred Stock shall be entitled to receive, when and as declared by the Board of 
Directors, out of any funds legally available for the purpose under 15 Pa,C.S. § 1551 
(relating to distributions to shareholders) or any superseding provision of law subject to 

- 1 -  
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any additional limitations in the express terms of the class or series, cash dividends at 
the rate or rates and on the terms which shall have been fixed by or pursuant to the 
authority of the Board of Directors with respect to such class or series and no more, 
payable at such time or times as may be fixed by or pursuant to the authority of the 
Board of Directors. If and to the extent provided by the express terms of any class or 
series of Preferred Stock, the holders of the class or series shall be entitled to receive 
such other dividends as may be declared by the Board of Directors. 

In the event of voluntary or 
involuntar/ liquidation, dissolution or winding up of the Corporation, the holders of 
shares of Preferred Stock shall be entitled to receive from the assets of the Corporation 
(whether capital or surplus), an amount per share, prior to the payment to the holders of 
shares of Common Stock or of any other class of stock of the Corporation ranking as to 
liquidation subordinate to the Preferred Stock, which shall have been fixed and 
determined by the Board of Directors with respect thereto. 

For the purposes of this sectlon, the terms "involuntary liquidation, dissolution or 
winding up" shall include, without being limited to, a liquidation, dissolution or winding 
up of the Corporation resulting in the distribution of all of the net proceeds of a sale, 
lease or conveyance of all or substantially all of 'the property or business of the 
Corporation to any governmental body including, without limitation, any municipal 
Corporation or political subdivision or authority. 

SECTION 3. Liquidation of the Corporation. 

- 

SECTION 4. Conversion Pn'vhges. In the event any class or series of the 
Preferred Stock is issued with the privilege of conversion, such stock may be converted, 
at the option of the record holder thereof, at any time or from time to time, as 
determined by the Board of Directors, In the manner and upon the terms and conditions 
stated in the resolution establishing and designating the class or series and fixing and 
determining the relative rights and preferences thereof. 

SECTION 5. Redemption. The Corporation, at its option to be exercised by its 
Board of Directors, may redeem the whole or any part of the Preferred Stock or of any 
class or series thereof at such time or times as may be fixed by the Board, at the 
applicable price for each share, and upon the terms and conditions which shall have 
been fixed and determined by the Board with respect thereto. 

SECTION 6. Voting Rights. Each holder of record of shares of Preferred Stock 
shatl have full, limited, multiple, fractional, conditional or no voting rights as shall be 
stated in the resolution or resolutions of the Board of Directors providing for the issue of 
such shares, Unless provided in such resolution or resolutions, no holder of shares of 
Preferred Stock shall have cumulative voting rights. 

DIVISION 6-COMMON STOCK 

SECTION 1. Dividends and Shares in Distribution on Common Stock. Subject to 
the rights of the holders of the Preferred Stock and subordinate thereto, the Common 
Stock alone shall receive all further dividends and shares upon liquidation, dissolution, 
winding up or distribution. 
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SECTION 2. Voting Rights. At any meeting of the shareholders, each holder of 
Common Stock shall be entitled to one vote per share. 

Article VI. 

votes for the election of directors of the Corporation. 
The shareholders of the Corporation shall not have the right to cumulate their 

Article Vil. 
The following provisions of the Business Corporation Law of 1988 shall not be 

applicable to the Corporation: 15 Pa.C,S. 9 2538 (relating to approval of transactions 
with interested shareholders) and 15 Pa.C.S. Subchapter 25G (relating to control-share 
acquisitions). 

Article Vlll. [Resewed] 

Article IX. 
Amendment of Articles. These Amended and Restated Articles of Incorporation 

may be amended in the manner from time to time prescribed by statute and all rights 
conferred upon shareholders herein are granted subject to this reservation. 

Article X. 
Amendment of Bylaws. Except as otherwise provided in the express terms of 

any class or series of Preferred Stock, the bylaws may be amended or repealed, or new 
bylaws may be adopted, either (i) by vote of the shareholders at a duly organized 
annual or special meeting of shareholders, or (ii) with respect to those matters that are 
not by statute committed expressly to the shareholders and regardless of whether the 
shareholders have previously adopted or approved the bylaw being amended or 
repealed, by vote of a majority of the board of directors of the Corporation in office at 
any regular or special meeting of directors. 

Article XI. 
Uncertificated Shares. Any or all classes and series of shares of the 

Corporation, or any part thereof, may be represented by uncertificated shares to the 
extent determined by the Board of Directors, except as required by applicable law, 
including that shares represented by a certificate that is issued and outstanding shall 
continue to be represented thereby until the certificate is surrendered to the 
Corporation. Within a reasonable time after the issuance or transfer of uncertificated 
shares, the Corporation shall send to the registered owner thereof a written notice 
containing the information required by applicable taw to be set forth or stated on 
certificates. Except as otherwise expressly provided by law, the rights and obligations of 
the holders of shares represented by certificates and the rights and obligations of the 
holders of uncertificated shares of the same class and series shall be identical. 

- 3 -  
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PPL Corporation 
Assistant Secretarv’s Certificate 

I, DIANE M. KOCH, the duly elected and acting Assistant Secretary of 

PPL Corporation (the “Company”), do hereby CERTIFY that attached hereto is a true 

and correct copy of the Bylaws of the Company, which have been in full force and effect 

at all times since May 19, 201 0 to the date of this Certificate. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed the 
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BYLAWS 
OF 

PPL CORPORATION 
(a Pennsylvania Registered Corporation) 

ARTICLE I 

Offices and Fiscal Year 

Section 1.01. Registered Office.--The registered office of the corporation in the 
Commonwealth of Pennsylvania shall be at Two North Ninth Street, Allentown, PA 
18101-1179, until otherwise established by an amendment of the articles of 
incorporation (the "articles") or by the board of directors and a record of such change is 
filed with the Pennsylvania Department of State in the manner provided by law. 

Section 1.02. Other Offices.--The corporation may also have offices at such 
other places within or without the Commonwealth of Pennsylvania as the board of 
directors may from time to time appoint or the business of the corporation may require. 

Section 1.03. Fiscal Year.--The fiscal year of the corporation shall begin on the 
1st day of January in each year. 

ARTICLE II 

Notice--Waivers--Meetings Generally 

Section 2.01. Manner of Giving Notice. 

(a) General Rule.--Whenever written notice is required to be given to any 
person under the provisions of the Business Corporation Law or by the articles or these 
bylaws, it may be given to the person either personally or by sending a copy thereof by 
first class or express mail, postage prepaid, or by telegram (with messenger service 
specified), telex or TWX (with answerback received) or courier service, charges 
prepaid, or by facsimile transmission to the address (or to the telex, TWX, facsimile or 
telephone number) of the person appearing on the books of the corporation or, in the 
case of directors, supplied by the director to the corporation for the purpose of notice. If 
the notice is sent by mail, telegraph or courier service, it shall be deemed to have been 
given to the person entitled thereto when deposited in the United States mail or with a 
telegraph office or courier service for delivery to that person or, in the case of telex or 
TWX, when dispatched or, in the case of facsimile transmission when received. A 
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notice of meeting shall specify the place, day and hour of the meeting and any other 
information required by any other provision of the Business Corporation Law, the 
articles or these bylaws. 

(b) Bulk Mail.--Notice of any regular or special meeting of the shareholders, or 
any other notice required by the Business Corporation Law or by the articles or these 
bylaws to be given to all shareholders or to all holders of a class or series of shares, 
may be given by any class of postpaid mail if the notice is deposited in the United 
States mail at least 20 days prior to the day named for the meeting or any corporate or 
shareholder action specified in the notice. 

(c) Adjourned Shareholder Meetinss.--When a meeting of shareholders is 
adjourned, it shall not be necessary to give any notice of the adjourned meeting or of 
the business to be transacted at an adjourned meeting, other than by announcement at 
the meeting at which the adjournment is taken, unless the board fixes a new record 
date for the adjourned meeting in which event notice shall be given in accordance with 
Section 2.03. 

Section 2.02. Notice of Meetinas of Board of Directors.--Notice of a regular 
meeting of the board of directors need not be given. Notice of every special meeting of 
the board of directors shall be given to each director by telephone or in writing at least 
24 hours (in the case of notice by telephone, telex, TWX or facsimile transmission) or 
48 hours (in the case of notice by telegraph, courier service or express mail) or five 
days (in the case of notice by first class mail) before the time at which the meeting is to 
be held. Every such notice shall state the time and place of the meeting. Neither the 
business to be transacted at, nor the purpose of, any regular or special meeting of the 
board need be specified in a notice of the meeting. 

Section 2.03. Notice of Meetinqs of Shareholders. 

(a) General Rule.--Except as otherwise provided in Section 2.01 (b), written 
notice of every meeting of the shareholders shall be given by, or at the direction of, the 
secretary or other authorized person to each shareholder of record entitled to vote at 
the meeting at least (1) ten days prior to the day named for a meeting (and, in case of a 
meeting called to consider a merger, consolidation, share exchange or division, to each 
shareholder of record not entitled to vote at the meeting) called to consider a 
fundamental change under 15 Pa.C.S. Chapter 19 or (2) five days prior to the day 
named for the meeting in any other case. If the secretary neglects or refuses to give 
notice of a meeting, the person or persons calling the meeting may do so. In the case 
of a special meeting of shareholders, the notice shall specify the general nature of the 
business to be transacted. 

(b) Notice of Action bv Shareholders on Bvlaws.--In the case of a meeting of 
shareholders that has as one of its purposes action on the bylaws, written notice shall 
be given to each shareholder that the purpose, or one of the purposes, of the meeting 
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is to consider the adoption, amendment or repeal of the bylaws. There shall be 
included in, or enclosed with, the notice a copy of the proposed amendment or a 
summary of the changes to be effected thereby. 

(c) Notice of Action bv Shareholders on Fundamental Change.--In the case of 
a meeting of the shareholders that has as one of its purposes action with respect to any 
fundamental change under 15 Pa.C.S. Chapter 19, each shareholder shall be given, 
together with written notice of the meeting, a copy or summary of the amendment or 
plan to be considered at the meeting in compliance with the provisions of Chapter 19. 

(d) Notice of Action bv Shareholders Givina Rise to Dissenters Rights.--In the 
case of a meeting of the shareholders that has as one of its purposes action that would 
give rise to dissenters rights under the provisions of 15 Pa.C.S. Subchapter 15D, each 
shareholder shall be given, together with written notice of the meeting: 

( I )  a statement that the shareholders have a right to dissent and 
obtain payment of the fair value of their shares by complying with the provisions 
of Subchapter 15D (relating to dissenters rights); and 

(2) a copy of Subchapter 15D. 

Section 2.04. Waiver of Notice. 

(a) Written Waiver.--Whenever any written notice is required to be given 
under the provisions of the Business Corporation Law, the articles or these bylaws, a 
waiver thereof in writing, signed by the person or persons entitled to the notice, whether 
before or after the time stated therein, shall be deemed equivalent to the giving of the 
notice. Neither the business to be transacted at, nor the purpose of, a meeting need be 
specified in the waiver of notice of the meeting. 

(b) Waiver bv Attendance.--Attendance of a person at any meeting shall 
constitute a waiver of notice of the meeting except where a person attends a meeting 
for the express purpose of objecting, at the beginning of the meeting, to the transaction 
of any business because the meeting was not lawfully called or convened. 

Section 2.05. Modification of Proposal Contained in Notice.--Whenever the lan- 
guage of a proposed resolution is included in a written notice of a meeting required to 
be given under the provisions of the Business Corporation Law or the articles or these 
bylaws, the meeting considering the resolution may without further notice adopt it with 
such clarifying or other amendments as do not enlarge its original purpose. 
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Section 2.06. Exception to Requirement of Notice. 

(a) General Rule.--Whenever any notice or communication is required to be 
given to any person under the provisions of the Business Corporation Law or by the 
articles or these bylaws or by the terms of any agreement or other instrument or as a 
condition precedent to taking any corporate action and communication with that person 
is then unlawful, the giving of the notice or communication to that person shall not be 
required. 

(b) Shareholders Without Forwardinq Addresses.--Notice or other 
communications need not be sent to any shareholder with whom the corporation has 
been unable to communicate for more than 24 consecutive months because 
communications to the shareholder are returned unclaimed or the shareholder has 
otherwise failed to provide the corporation with a current address. Whenever the 
shareholder provides the corporation with a current address, the corporation shall 
commence sending notices and other communications to the shareholder in the same 
manner as to other shareholders. 

Section 2.07. Use of Conference Telephone and Similar Equipment.--Any 
director may participate in any meeting of the board of directors, and the board of 
directors may provide by resolution with respect to a specific meeting or with respect to 
a class of meetings that one or more persons may participate in a meeting of the 
shareholders of the corporation, by means of conference telephone or similar 
communications equipment by means of which all persons participating in the meeting 
can hear each other. Participation in a meeting pursuant to this section shall constitute 
presence in person at the meeting. 

ARTICLE Ill 

Shareholders 

Section 3.01. Place of Meetinq.--All meetings of the shareholders of the 
corporation shall be held at the registered office of the corporation or such other place 
as may be designated by the board of directors in the notice of a meeting. 

Section 3.02. Annual Meetinq.--The board of directors may fix and designate the 
date and time of the annual meeting of the shareholders, but if no such date and time is 
fixed and designated by the board, the meeting for any calendar year shall be held on 
the fourth Wednesday in April in such year, if not a legal holiday under the laws of 
Pennsylvania, and, if a legal holiday, then on the next succeeding business day, not a 
Saturday, at 1:30 o'clock P.M., and at said meeting the shareholders then entitled to 
vote shall elect directors and shall transact such other business as may properly be 
brought before the meeting. If the annual meeting shall not have been called and held 
within six months after the designated time, any shareholder may call the meeting at 
any time thereafter. 
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Section 3.03. Special Meetinqs.--Special meetings of the shareholders may be 
called at any time by the chairman of the board, if there be one, or by resolution of the 
board of directors, which may fix the date, time and place of the meeting. If the 
chairman of the board or the board does not fix the date, time or place of the meeting, it 
shall be the duty of the secretary to do so. A date fixed by the secretary shall not be 
more than 60 days after the date of the receipt of the request from the chairman of the 
board or adoption of the resolution of the board calling the special meeting. 

Section 3.04. Quorum and Adiournment. 

(a) General Rule.--A meeting of shareholders of the corporation duly called 
shall not be organized for the transaction of business unless a quorum is present. The 
presence of shareholders entitled to cast at least a majority of the votes that all 
shareholders are entitled to cast on a particular matter to be acted upon at the meeting 
shall constitute a quorum for the purposes of consideration and action on the matter. 
Shares of the corporation owned, directly or indirectly, by it and controlled, directly or 
indirectly, by the board of directors of this corporation, as such, shall not be counted in 
determining the total number of outstanding shares for quorum purposes at any given 
time. 

v* 

(b) Withdrawal of a Quorum.--The shareholders present at a duly organized 
meeting can continue to do business until adjournment notwithstanding the withdrawal 
of enough shareholders to leave less than a quorum. 

(c) Adiournments Generally.--Any regular or special meeting of the 
shareholders, including one at which directors are to be elected and one which cannot 
be organized because a quorum has not attended, may be adjourned for such period 
and to such place as the shareholders present and entitled to vote shall direct. 

(d) Electinq Directors at Adiourned Meeting.--Those shareholders entitled to 
vote who attend a meeting called for the election of directors that has been previously 
adjourned for lack of a quorum, although less than a quorum as fixed in this section, 
shall nevertheless constitute a quorum for the purpose of electing directors. 

(e) Other Action in Absence of Quorum.--Those shareholders entitled to vote 
who attend a meeting of shareholders that has been previously adjourned for one or 
more periods aggregating at least 15 days because of an absence of a quorum, 
although less than a quorum as fixed in this section, shall nevertheless constitute a 
quorum for the purpose of acting upon any matter set forth in the notice of the meeting 
if the notice states that those shareholders who attend the adjourned meeting shall 
nevertheless constitute a quorum for the purpose of acting upon the matter. 
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Section 3.05. Action bv Shareholders. 

(a) Except as otherwise provided in the Business Corporation Law or the articles 
or these bylaws, whenever any corporate action is to be taken by vote of the 
shareholders of the corporation, it shall be authorized upon receiving the affirmative 
vote of a majority of the votes cast by all shareholders entitled to vote thereon and, if 
any shareholders are entitled to vote thereon as a class, upon receiving the affirmative 
vote of a majority of the votes cast by the shareholders entitled to vote as a class. 

(b) Except as otherwise provided in the Business Corporation Law or the articles 
or these bylaws, any action required or permitted to be taken at a meeting of the 
shareholders may be taken without a meeting if, prior or subsequent to the action, a 
consent or consents thereto by all of the shareholders who would be entitled to vote at 
a meeting for such purpose shall be filed with the secretary of the corporation. 

Section 3.06. Organization.--At every meeting of the shareholders, the chairman 
of the board, if there be one, or, in the case of vacancy in office or absence of the 
chairman of the board, one of the following persons present in the order stated: the 
vice chairman of the board, if there be one, the president, the vice presidents in their 
order of rank and seniority, or a person chosen by vote of the shareholders present, 
shall act as chairman of the meeting. The secretary or an assistant secretary, or, a 
person appointed by the chairman of the meeting, shall act as secretary of the meeting. 

Section 3.07. Votinq Rights of Shareholders.--Unless otherwise provided in the 
articles, every shareholder of the corporation shall be entitled to one vote for every 
share standing in the name of the shareholder on the books of the corporation. 

Section 3.08. Votinq and Other Action by Prow. 

(a) General Rule.-- 

(1) Every shareholder entitled to vote at a meeting of shareholders 
may authorize another person to act for the shareholder by proxy. 

(2) The presence of, or vote or other action at a meeting of 
shareholders by, a proxy of a shareholder shall constitute the presence of, or 
vote or action by, the shareholder. 

(3) Where two or more proxies of a shareholder are present, the 
corporation shall, unless otherwise expressly provided in the proxy, accept as the 
vote of all shares represented thereby the vote cast by a majority of them and, if 
a majority of the proxies cannot agree whether the shares represented shall be 
voted or upon the manner of voting the shares, the voting of the shares shall be 
divided equally among those persons. 
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(b) Execution and Filinq.--Every proxy shall be executed in writing by the 
shareholder or by the duly authorized attorney-in-fact of the shareholder and filed with 
the secretary of the corporation. A telegram, telex, cablegram, datagram or similar 
transmission from a shareholder or attorney-in-fact, or a photographic, facsimile or 
similar reproduction of a writing executed by a shareholder or attorney-in-fact: 

(1) may be treated as properly executed for purposes of this 
subsection; and 

(2) shall be so treated if it sets forth a confidential and unique 
identification number or other mark furnished by the corporation to the 
shareholder for the purposes of a particular meeting or transaction. 

(c) Revocation.--A proxy, unless coupled with an interest, shall be revocable 
at will, notwithstanding any other agreement or any provision in the proxy to the 
contrary, but the revocation of a proxy shall not be effective until written notice thereof 
has been given to the secretary of the corporation. An unrevoked proxy shall not be 
valid after three years from the date of its execution unless a longer time is expressly 
provided therein. A proxy shall not be revoked by the death or incapacity of the maker 
unless, before the vote is counted or the authority is exercised, written notice of the 
death or incapacity is given to the secretary of the corporation. 

(d) Expenses.--The corporation shall pay the reasonable expenses of 
solicitation of votes, proxies or consents of shareholders by or on behalf of the board of 
directors or its nominees for election to the board, including solicitation by professional 
proxy solicitors and otherwise. 

Section 3.09. Votinq by Fiduciaries and Pledsees.--Shares of the corporation 
standing in the name of a trustee or other fiduciary and shares held by an assignee for 
the benefit of creditors or by a receiver may be voted by the trustee, fiduciary, assignee 
or receiver. A shareholder whose shares are pledged shall be entitled to vote the 
shares until the shares have been transferred into the name of the pledgee, or a 
nominee of the pledgee, but nothing in this section shall affect the validity of a proxy 
given to a pledgee or nominee. 

Section 3.10. Votins by Joint Holders of Shares. 

(a) General Rule.--Where shares of the corporation are held jointly or as 
tenants in common by two or more persons, as fiduciaries or otherwise: 

(1) if only one or more of such persons is present in person or by 
proxy, all of the shares standing in the names of such persons shall be deemed 
to be represented for the purpose of determining a quorum and the corporation 
shall accept as the vote of all the shares the vote cast by a joint owner or a 
majority of them; and 
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(2) if the persons are equally divided upon whether the shares held by 
them shall be voted or upon the manner of voting the shares, the voting of the 
shares shall be divided equally among the persons without prejudice to the rights 
of the joint owners or the beneficial owners thereof among themselves. 

(b) Exception.--If there has been filed with the secretary of the corporation a 
copy, certified by an attorney at law to be correct, of the relevant portions of the 
agreement under which the shares are held or the instrument by which the trust or 
estate was created or the order of court appointing them or of an order of court directing 
the voting of the shares, the persons specified as having such voting power in the 
document latest in date of operative effect so filed, and only those persons, shall be 
entitled to vote the shares but only in accordance therewith. 

Section 3. ?I. Voting bv Corporations. 

(a) Voting bv Corporate Shareholders.--Any corporation that is a shareholder 
of this corporation may vote at meetings of shareholders of this corporation by any of its 
officers or agents, or by proxy appointed by any officer or agent, unless some other 
person, by resolution of the board of directors of the other corporation or a provision of 
its articles or bylaws, a copy of which resolution or provision certified to be correct by 
one of its officers has been filed with the secretary of this corporation, is appointed its 
general or special proxy in which case that person shall be entitled to vote the shares. 

(b) Controlled Shares.--Shares of this corporation owned, directly or 
indirectly, by it and controlled, directly or indirectly, by the board of directors of this 
corporation, as such, shall not be voted at any meeting and shall not be counted in 
determining the total number of outstanding shares for voting purposes at any given 
time. 

Section 3.12. Determination of Shareholders of Record. 

(a) Fixing Record Date.--The board of directors may fix a time prior to the 
date of any meeting of shareholders as a record date for the determination of the 
shareholders entitled to notice of, or to vote at, the meeting, which time, except in the 
case of an adjourned meeting, shall be not more than 90 days prior to the date of the 
meeting of shareholders. Only shareholders of record on the date fixed shall be so 
entitled notwithstanding any transfer of shares on the books of the corporation after any 
record date fixed as provided in this subsection. The board of directors may similarly fix 
a record date for the determination of shareholders of record for any other purpose. 
When a determination of shareholders of record has been made as provided in this 
section for purposes of a meeting, the determination shall apply to any adjournment 
thereof unless the board fixes a new record date for the adjourned meeting. 
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(b) Determination When a Record Date is Not Fixed.--If a record date is not 
fixed: 

(1) The record date for determining shareholders entitled to notice of 
or to vote at a meeting of shareholders shall be at the close of business on the 
day next preceding the day on which notice is given. 

(2) The record date for determining shareholders for any other purpose 
shall be at the close of business on the day on which the board of directors 
adopts the resolution relating thereto. 

(c) Certification bv Nominee.--The board of directors may adopt a procedure 
whereby a shareholder of the corporation may certify in writing to the corporation that all 
or a portion of the shares registered in the name of the shareholder are held for the 
account of a specified person or persons. Upon receipt by the corporation of a 
certification complying with the procedure, the persons specified in the certification shall 
be deemed, for the purposes set forth in the certification, to be the holders of record of 
the number of shares specified in place of the shareholder making the certification. 

Section 3.13. Voting Lists. 

(a) General Rule.--The officer or agent having charge of the transfer books 
for shares of the corporation shall make a complete list of the shareholders entitled to 
vote at any meeting of shareholders, arranged in alphabetical order, with the address of 
and the number of shares held by each. The list shall be produced and kept open at 
the time and place of the meeting and shall be subject to the inspection of any 
shareholder during the whole time of the meeting for the purposes thereof except that if 
the corporation has 5,000 or more shareholders, in lieu of the making of the list, the 
corporation may make the information therein available at the meeting by any other 
means. 

(b) Effect of List.--Failure to comply with the requirements of this section shall 
not affect the validity of any action taken at a meeting prior to a demand at the meeting 
by any shareholder entitled to vote thereat to examine the list. The original share 
register or transfer book, or a duplicate thereof kept in the Commonwealth of 
Pennsylvania, shall be prima facie evidence as to who are the shareholders entitled to 
examine the list or share register or transfer book or to vote at any meeting of 
share holders. 
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Section 3.14. Judqes of Election. 

(a) Appointment.--In advance of any meeting of shareholders of the 
corporation, the board of directors may appoint judges of election, who need not be 
shareholders, to act at the meeting or any adjournment thereof. If judges of election 
are not so appointed, the presiding officer of the meeting may, and on the request of 
any shareholder shall, appoint judges of election at the meeting. The number of judges 
shall be one or three. A person who is a candidate for an office to be filled at the 
meeting shall not act as a judge. 

(b) Vacancies--In case any person appointed as a judge fails to appear or 
fails or refuses to act, the vacancy may be filled by appointment made by the board of 
directors in advance of the convening of the meeting or at the meeting by the presiding 
officer thereof. 

(c) Duties.--The judges of election shall determine the number of shares 
outstanding and the voting power of each, the shares represented at the meeting, the 
existence of a quorum, and the authenticity, validity and effect of proxies, receive votes 
or ballots, hear and determine all challenges and questions in any way arising in 
connection with nominations by shareholders or the right to vote, count and tabulate all 
votes, determine the result and do such acts as may be proper to conduct the election 
or vote with fairness to all shareholders. The judges of election shall perform their 
duties impartially, in good faith, to the best of their ability and as expeditiously as is 
practical. If there are three judges of election, the decision, act or certificate of a 
majority shall be effective in all respects as the decision, act or certificate of all. 

(d) Report.--On request of the presiding officer af the meeting or of any 
shareholder, the judges shall make a report in writing of any challenge or question or 
matter determined by them, and execute a certificate of any fact found by them. Any 
report or certificate made by them shall be prima facie evidence of the facts stated 
the rei n . 

Section 3.15. Minors as Securitvho1ders.--The corporation may treat a minor 
who holds shares or obligations of the corporation as having capacity to receive and to 
empower others to receive dividends, interest, principal and other payments or distribu- 
tions, to vote or express consent or dissent and to make elections and exercise rights 
relating to such shares or obligations unless, in the case of payments or distributions on 
shares, the corporate officer responsible for maintaining the list of shareholders or the 
transfer agent of the corporation or, in the case of payments or distributions on 
obligations, the treasurer or paying officer or agent has received written notice that the 
holder is a minor. 
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Section 3.16. Nominations for Election of Directors.--Except as otherwise 
provided in or fixed by or pursuant to the provisions of Article V of the articles of 
incorporation, nominations for the election of directors may be made by the board of 
directors or a committee appointed by the board of directors or by any shareholder 
entitled to vote in the election of directors generally. However, any shareholder entitled 
to vote in the election of directors generally may nominate one or more persons for 
election as directors at a meeting only if written notice (meeting the requirements 
hereinafter set forth) of such shareholder's intent to make such nomination or nomina- 
tions has been given by the shareholder and received by the secretary of the corpora- 
tion in the manner and within the time specified by this Section. The notice shall be 
delivered to the secretary of the corporation not later than (i) with respect to an election 
to be held at an annual meeting of shareholders, 75 days in advance of the date of 
such meeting; provided, however, that in the event that less than 85 days' notice or 
prior public disclosure of the date of the annual meeting is given, notice from the 
shareholders to be timely must be received not later than the tenth day following the 
date on which such notice of the date of the annual meeting was mailed or such public 
disclosure was made, whichever first occurs, and (ii) with respect to an election to be 
held at a special meeting of shareholders for the election of directors, the close of 
business on the earlier of (A) the seventh day following the date on which notice of 
such meeting is first given to shareholders or (8) the fourth day prior to the meeting. In 
lieu of delivery to the secretary, the notice may be mailed to the secretary by certified 
mail, return receipt requested, but shall be deemed to have been given only upon 
actual receipt by the secretary. Each such notice shall set forth: (a) the name and 
address of the shareholder who intends to make the nomination and of the person or 
persons to be nominated; (b) a representation that the shareholder is a holder of record 
of stock of the corporation entitled to vote at such meeting and intends to appear in 
person or by proxy at the meeting to nominate the person or persons specified in the 
notice; (c) a description of all arrangements or understandings between the shareholder 
and each nominee and any other person or persons (naming such person or persons) 
pursuant to which the nomination or nominations are to be made by the shareholder; 
(d) such other information regarding each nominee proposed by such shareholder as 
would be required to be included in a proxy statement filed pursuant to the proxy rules 
of the Securities and Exchange Commission had proxies been solicited with respect to 
such nominee by the management or board of directors of the corporation; and (e) the 
consent of each nominee to serve as a director of the corporation if so elected. If a 
judge or judges of election shall not have been appointed pursuant to these bylaws, the 
presiding officer of the meeting may, if the facts warrant, determine and declare to the 
meeting that any nomination made at the meeting was not made in accordance with the 
procedures of this Section and, in such event, the nomination shall be disregarded. 
Any decision by the presiding officer of the meeting made in good faith shall be 
conclusive and binding upon all shareholders of the corporation for any purpose. 
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Section 3.17. Other Business to be Transacted.--Except as otherwise provided 
in Section 3.16 of these bylaws, at any annual meeting or special meeting of 
shareholders, only such business as is properly brought before the meeting in 
accordance with this Section may be transacted. To be properly brought before any 
meeting, any proposed business that is to be brought pursuant to this Section must be 
either (i) specified in the notice of the meeting (or any supplement thereto) given by or 
at the direction of the board of directors, (ii) otherwise properly brought before the 
meeting by or at the direction of the board of directors, or (iii) in the case of an annual 
meeting of shareholders, otherwise properly brought before the meeting by a 
shareholder (x) who is a shareholder of record on the date of giving notice provided for 
in these bylaws and on the record date for the determination of shareholders entitled to 
vote at such annual meeting, and (y) who complies with the notice provisions set forth 
in this Section. For business to be properly brought before an annual meeting by a 
shareholder, the shareholder must have given timely notice thereof in writing to the 
secretary of the corporation. To be timely, a shareholder's notice must be delivered to 
the secretary of the corporation not later than 75 days in advance of the date of such 
meeting; provided, however, that in the event that less than 85 days' notice or prior 
public disclosure of the date of the annual meeting is given, notice from the 
shareholders to be timely must be received not later than the tenth day following the 
date on which such notice of the date of the annual meeting was mailed or such public 
disclosure was made, whichever first occurs. In lieu of delivery to the secretary, the 
notice may be mailed to the secretary by certified mail, return receipt requested, but 
shall be deemed to have been given only upon actual receipt by the secretary. A 
shareholder's notice to the secretary of the corporation, as required by this Section, 
shall set forth as to each matter the shareholder proposes to bring before the annual 
meeting (i) a brief description of the business desired to be brought before the annual 
meeting and the reasons for conducting such business at the annual meeting, (ii) the 
name and record address of the shareholder proposing such business, (iii) the class, 
series and number of shares of the corporation's stock which are beneficially owned by 
the shareholder, (iv) a description of all arrangements or understandings between such 
shareholder and any other person or persons (including their names) in connection with 
the proposal of such business by such shareholder in such business, (v) all other 
information which would be required to be included in a proxy statement or other filing 
required to be filed with the Securities and Exchange Commission if, with respect to any 
such item of business, such shareholder were a participant in a solicitation subject to 
Regulation 14A under the Securities Exchange Act of 1934, as amended, and (vi) a 
representation that such shareholder intends to appear in person or by proxy at the 
annual meeting of shareholders to bring such business before the meeting. Except as 
provided in Section 3.16 of these bylaws, notwithstanding anything in the bylaws to the 
contrary, no business shall be conducted at any meeting of shareholders except in 
accordance with the procedures set forth in this Section, provided, however, that 
nothing in this Section shall be deemed to preclude discussion by any shareholders of 
any business properly brought before any such meeting. The presiding officer of a 
meeting may, if the facts warrant, determine and declare to the meeting that business 
was not properly brought before the meeting in accordance with the provisions of this 
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Section, and if he should so determine, he shall so declare to the meeting and any such 
business not properly brought before the meeting shall not be transacted. Any decision 
by the presiding officer of the meeting made in good faith shall be conclusive and 
binding upon all shareholders of the corporation for any purpose. 

ARTICLE IV 

Board of Directors 

Section 4.01. Powers; Personal Liability. 

(a) General Rule.--Unless otherwise provided by statute, all powers vested by 
law in the corporation shall be exercised by or under the authority of, and the business 
and affairs of the corporation shall be managed under the direction of, the board of 
directors. 

(b) Personal Liabilitv of Directors. 

(1) To the fullest extent that the laws of the Commonwealth of 
Pennsylvania, as now in effect or as hereafter amended, permit elimination or 
limitation of the liability of directors, no director of the corporation shall be per- 
sonally liable for monetary damages as such for any action taken, or any failure 
to take any action, as a director. 

(2) Any amendment or repeal of this Section 4.01 which has the effect 
of increasing directors' liability shall operate prospectively only, and shall not 
affect any action taken, or any failure to act, prior to its adoption. 

(The provisions of this subsection (b) were first adopted by the shareholders of the 
corporation effective April 27, 1995.) 

Section 4.02. Qualifications and Selection of Directors. 

(a) Qualifications.--Each director of the corporation shall be a natural person 
of full age who need not be a resident of the Commonwealth of Pennsylvania or a 
shareholder of the corporation. 

(b) Election of Directors.--In elections for directors, voting need not be by 
ballot, unless required by vote of the shareholders before the voting for the election of 
directors begins. The candidates receiving the highest number of votes from each 
class or group of classes, if any, entitled to elect directors separately up to the number 
of directors to be elected by the class or group of classes shall be elected. If at any 
meeting of shareholders, directors of more than one class are to be elected, each class 
of directors shall be elected in a separate election. 
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Section 4.03. Number and Term of Office. 

(a) Number.--The board of directors shall consist of such number of directors, 
not less than six nor more than twenty, as may be determined from time to time by 
resolution of the board of directors. 

(b) Resignation.--Any director may resign at any time upon written notice to 
the corporation. The resignation shall be effective upon receipt thereof by the 
corporation or at such subsequent time as shall be specified in the notice of resignation. 

(c) Term of Office. --Beginning with the 201 1 annual meeting of shareholders, all 
directors, including any directors previously elected for three-year terms, must stand for 
election on an annual basis. Each director elected at or after the 2011 annual meeting 
of shareholders shall be elected for a one-year term. Each director shall hold office 
until the next annual meeting and until a successor has been selected and qualified or 
until his or her earlier death, resignation or removal. 

Section 4.04. Vacancies. 

(a) General Rule.--Vacancies in the board of directors, including vacancies 
resulting from an increase in the number of directors, may be filled by a majority vote of 
the remaining members of the board though less than a quorum, or by a sole remaining 
director, and each person so selected shall be a director to serve until the next annual 
meeting and until a successor has been selected and qualified or until his or her earlier 
death, resignation or removal. 

(b) Action bv Resigned Directors.--When one or more directors resign from 
the board effective at a future date, the directors then in office, including those who 
have so resigned, shall have power by the applicable vote to fill the vacancies, the vote 
thereon to take effect when the resignations become effective. 

Section 4.05 Removal of Directors. 

(a) Removal bv the Shareholders.--Any director may be removed from office, 
but only for cause. In case one or more directors are so removed, new directors may 
be elected at the same meeting. The repeal of a provision of the articles or bylaws 
prohibiting, or the addition of a provision to the articles or bylaws permitting, the 
removal by the shareholders of a director without assigning any cause shall not apply to 
any incumbent director during the balance of the term for which the director was 
selected. 
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(b) Removal bv the Board.--The board of directors may declare vacant the 
office of a director who has been judicially declared of unsound mind or who has been 
convicted of an offense punishable by imprisonment for a term of more than one year 
or if, within 60 days after notice of his or her selection, the director does not accept the 
office either in writing or by attending a meeting of the board of directors. 

Section 4.06. Place of Meetinqs.--Meetings of the board of directors may be 
held at such place within or without the Commonwealth of Pennsylvania as the board of 
directors may from time to time appoint or as may be designated in the notice of the 
meeting. 

Section 4.07. Organization of Meetinss.--At every meeting of the board of 
directors, the chairman of the board, if there be one, or, in the case of a vacancy in the 
office or absence of the chairman of the board, one of the following officers present in 
the order stated: the vice chairman of the board, if there be one, the president, the vice 
presidents in their order of rank and seniority, or a person chosen by a majority of the 
directors present, shall act as chairman of the meeting. The secretary or, in the 
absence of the Secretary, an assistant secretary, or, in the absence of the secretary 
and the assistant secretaries, any person appointed by the chairman of the meeting, 
shall act as secretary of the meeting. 

Section 4.08. Regular Meetings.--Regular meetings of the board of directors 
shall be held at such time and place as shall be designated from time to time by 
resolution of the board of directors. 

Section 4.09. Special Meetinas.--Special meetings of the board of directors shall . 

be held whenever called by the chairman or by two or more of the directors. 

Section 4.10. Quorum of and Action bv Directors. 

(a) General Rule.--A majority of the directors in office of the corporation shall 
be necessary to constitute a quorum for the transaction of business and the acts of a 
majority of the directors present and voting at a meeting at which a quorum is present 
shall be the acts of the board of directors. 

(b) Action bv Written Consent.--Any action required or permitted to be taken 
at a meeting of the directors may be taken without a meeting if, prior or subsequent to 
the action, a consent or consents thereto by all of the directors in office is filed with the 
secretary of the corporation. 

(c) Notation of Dissent.--A director of the corporation who is present at a 
meeting of the board of directors, or of a committee of the board, at which action on any 
corporate matter is taken on which the director is generally competent to act, shall be 
presumed to have assented to the action taken unless his or her dissent is entered in 
the minutes of the meeting or unless the director files his or her written dissent to the 
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action with the secretary of the meeting before the adjournment thereof or transmits the 
dissent in writing to the secretary of the corporation immediately after the adjournment 
of the meeting. The right to dissent shall not apply to a director who voted in favor of 
the action. Nothing in this section shall bar a director from asserting that minutes of the 
meeting incorrectly omitted his or her dissent if, promptly upon receipt of a copy of such 
minutes, the director notifies the secretary, in writing, of the asserted omission or 
inaccuracy. 

Section 4.11. Executive and Other Committees. 

(a) Establishment and Powers.--The board of directors may, by resolution 
adopted by a majority of the directors in office, establish one or more committees to 
consist of one or more directors of the corporation. Any committee, to the extent 
provided in the resolution of the board of directors, shall have and may exercise all of 
the powers and authority of the board of directors except that a committee shall not 
have any power or authority as to the following: 

(1) The submission to shareholders of any action requiring approval of 
shareholders under the Business Corporation Law. 

(2) The creation or filling of vacancies in the board of directors. 

(3) The adoption, amendment or repeal of these bylaws. 

(4) The amendment or repeal of any resolution of the board that by its 
terms is amendable or repealable only by the board. 

(5) Action on matters committed by a resolution of the board of 
directors exclusively to another committee of the board. 

(b) Alternate Committee Members.--The board may designate one or more 
directors as alternate members of any committee who may replace any absent or 
disqualified member at any meeting of the committee or for the purposes of any written 
action by the committee. In the absence or disqualification of a member and alternate 
member or members of a committee, the member or members thereof present at any 
meeting and not disqualified from voting, whether or not constituting a quorum, may 
unanimously appoint another director to act at the meeting in the place of the absent or 
disqualified member. 

(c) Term.--Each committee of the board shall serve at the pleasure of the 
board. 
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(d) Committee Procedures.--The term "board of directors" or "board," when 
used in any provision of these bylaws relating to the organization or procedures of or 
the manner of taking action by the board of directors, shall be construed to include and 
refer to any executive or other committee of the board. 

Section 4.12. Compensation.--The board of directors shall have the authority to 
fix the compensation of directors for their services as directors and a director may be a 
salaried officer of the corporation. 

ARTICLE V 

Officers 

Section 5.01. Officers Generally. 

(a) Number, Qualifications and Designation.--The officers of the corporation 
shall be a president, one or more vice presidents, a secretary, a treasurer, and such 
other officers as may be elected in accordance with the provisions of Section 5.03. 
Officers may but need not be directors or shareholders of the corporation. The 
president and secretary shall be natural persons of full age. The treasurer may be a 
corporation, but if a natural person shall be of full age. The board of directors may elect 
from among the members of the board a chairman of the board and a vice chairman of 
the board who may be officers of the corporation. Any number of offices may be held 
by the same person. 

(b) Bondinq.--The corporation may secure the fidelity of any or all of its 
officers by bond or otherwise. 

(c) Standard of Care.--In lieu of the standards of conduct otherwise provided 
by law, officers of the corporation shall be subject to the same standards of conduct, 
including standards of care and loyalty and rights of justifiable reliance, as shall at the 
time be applicable to directors of the corporation. An officer of the corporation shall not 
be personally liable, as such, to the corporation or its shareholders for monetary 
damages (including, without limitation, any judgment, amount paid in settlement, 
penalty, punitive damages or expense of any nature (including, without limitation, 
attorneys' fees and disbursements)), for any action taken, or any failure to take any 
action, unless the officer has breached or failed to perform the duties of his or her office 
under the articles of incorporation, these bylaws, or the applicable provisions of law and 
the breach or failure to perform constitutes self-dealing, willful misconduct or reckless- 
ness. The provisions of this subsection shall not apply to the responsibility or liability of 
an officer pursuant to any criminal statute or for the payment of taxes pursuant to local, 
state or federal law. 
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Section 5.02. Election, Term of Office and Resignations. 

(a) Election and Term of 0ffice.--The officers of the corporation, except those 
elected by delegated authority pursuant to Section 5.03, shall be elected annually by 
the board of directors, and each such officer shall hold office for a term of one year and 
until a successor has been selected and qualified or until his or her earlier death, 
resignation or removal. 

(b) Resianations.--Any officer may resign at any time upon written notice to 
the corporation. The resignation shall be effective upon receipt thereof by the 
corporation or at such subsequent time as may be specified in the notice of resignation. 

Section 5.03. Subordinate Officers. Committees and Agents.--The board of 
directors may from time to time elect such other officers and appoint such committees, 
employees or other agents as the business of the corporation may require, including one or 
more assistant secretaries, and one or more assistant treasurers, each of whom shall hold 
office for such period, have such authority, and perform such duties as are provided in 
these bylaws, or as the board of directors may from time to time determine. The board of 
directors may delegate to any officer or committee the power to elect subordinate officers 
and to retain or appoint employees or other agents, or committees thereof, and to pre- 
scribe the authority and duties of such subordinate officers, committees, employees or 
other agents. 

Section 5.04. Removal of Officers and Agents.--Any officer or agent of the 
corporation may be removed by the board of directors with or without cause. The 
removal shall be without prejudice to the contract rights, if any, of any person so 
removed. Election or appointment of an officer or agent shall not of itself create 
contract rights. 

Section 5.05. Vacancies.--A vacancy in any office because of death, 
resignation, removal, disqualification, or any other cause, may be filled by the board of 
directors or by the officer or committee to which the power to fill such office has been 
delegated pursuant to Section 5.03, as the case may be, and if the office is one for 
which these bylaws prescribe a term, shall be filled for the unexpired portion of the 
term. 

Section 5.06. Authority. 

(a) General Rule.--All officers of the corporation, as between themselves and 
the corporation, shall have such authority and perform such duties in the management 
of the corporation as may be provided by or pursuant to resolutions or orders of the 
board of directors or, in the absence of controlling provisions in the resolutions or orders 
of the board of directors, as may be determined by or pursuant to these bylaws. 
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(b) Chief Executive Officer.--The chairman of the board or the president, as 
designated from time to time by the board of directors, shall be the chief executive 
officer of the corporation. 

Section 5.07. The Chairman and Vice Chairman of the Board.--The chairman of the 
board or in the absence of the chairman, the vice chairman of the board, or in the absence 
of a chairman or vice chairman of the Board, a chairman appointed at the meeting, shall 
preside at meetings of the shareholders and of the board of directors, and shall perform 
such other duties as may from time to time be requested by the board of directors. 

Section 5.08. The President.--The president shall have general supervision over 
the business and operations of the corporation, subject however, to the control of the 
board of directors and the chairman of the board, if the chairman is not also the 
president. The president shall sign, execute, and acknowledge, in the name of the 
corporation, deeds, mortgages, bonds, contracts or other instruments, authorized by the 
board of directors, except in cases where the signing and execution thereof shall be 
expressly delegated by the board of directors, or by these bylaws, to some other officer 
or agent of the corporation; and, in general, shall perform all duties incident to the office 
of president and such other duties as from time to time may be assigned by the board 
of directors and the chairman of the board, if the chairman is not also the president. 

Section 5.09. The Vice Presidents.--The vice presidents shall perform the duties 
of the president in the absence of the president and such other duties as may from time 
to time be assigned to them by the board of directors or the president. 

Section 5. I O .  The Secretary.--The secretary or an assistant secretary shall 
attend all meetings of the shareholders and of the board of directors and all committees 
thereof and shall record all the votes of the shareholders and of the directors and the 
minutes of the meetings of the shareholders and of the board of directors and of 
committees of the board in a book or books to be kept for that purpose; shall see that 
notices are given and records and reports properly kept and filed by the corporation as 
required by law; shall be the custodian of the seal of the corporation and see that it is 
affixed to all documents to be executed on behalf of the corporation under its seal; and, 
in general, shall perform all duties incident to the office of secretary, and such other 
duties as may from time to time be assigned by the board of directors or the president. 

Section 5.1 1. The Treasurer.--The treasurer or an assistant treasurer shall have 
or provide for the custody of the funds or other property of the corporation; shall collect 
and receive or provide for the collection and receipt of moneys earned by or in any 
manner due to or received by the corporation; shall deposit all funds in his or her 
custody as treasurer in banks or other places of deposit; shall, whenever so required by 
the board of directors, render an account showing all transactions as treasurer, and the 
financial condition of the corporation; and, in general, shall discharge such other duties 
as may from time to time be assigned by the board of directors or the president. 
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Section 5.12. Salaries.--The salaries or other compensation of the officers 
elected by the board of directors shall be fixed from time to time by the board of 
directors or in such manner as the board of directors shall from time to time provide. 
The salaries or other compensation of any other officers, employees and other agents 
shall be fixed from time to time by the officer or committee to which the power to elect 
such officers or to retain or appoint such employees or other agents has been dele- 
gated pursuant to Section 5.03. No officer shall be prevented from receiving such 
salary or other compensation by reason of the fact that the officer is also a director of 
the corporation. 

ARTICLE VI 

Capital Stock 

Section 6.01. Share Certificates. 

(a) Form of Certificates.-Any or all classes and series of shares of the 
corporation, or any part thereof, may be represented by uncertificated shares to the 
extent determined by the board of directors, except as otherwise required by law or the 
articles. To the extent that certificates for shares of the corporation are issued, such 
certificates shall be in such form as approved by the board of directors, and shall state 
that the corporation is incorporated under the laws of the Commonwealth of 
Pennsylvania, the name of the person to whom issued, and the number and class of 
shares and the designation of the series (if any) that the certificate represents. If the 
corporation is authorized to issue shares of more than one class or series, certificates 
for shares of the corporation shall set forth upon the face or back of the certificate (or 
shall state on the face or back of the certificate that the corporation will furnish to any 
shareholder upon request and without charge), a full or summary statement of the 
designations, voting rights, preferences, limitations and special rights of the shares of 
each class or series authorized to be issued so far as they have been fixed and 
determined and the authority of the board of directors to fix and determine the 
designations, voting rights, preferences, limitations and special rights of the classes and 
series of shares of the corporation. 

(b) Share Resister.--The share register or transfer books and blank share 
certificates shall be kept by the secretary or by any transfer agent or registrar 
designated by the board of directors for that purpose. 

(c) Issuance.--The share certificates of the corporation shall be numbered 
and registered in the share register or transfer books of the corporation as they are 
issued. They shall be executed in such manner as the board of directors shall 
determine. 
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Section 6.02. Transfer.--Transfers of shares shall be made on the share register 
or transfer books of the corporation only by the record holder of such shares, or by 
attorney lawfully constituted in writing, and, in the case of shares represented by a 
certificate, upon surrender of the certificate therefor, endorsed by the person named in 
the certificate or by an attorney lawfully constituted in writing. 

Section 6.03. Record Holder of Shares.--The corporation shall be entitled to 
treat the person in whose name any share or shares of the corporation stand on the 
books of the corporation as the absolute owner thereof, and shall not be bound to 
recognize any equitable or other claim to, or interest in, such share or shares on the 
part of any other person. 

Section 6.04. Lost, Destroved or Mutilated Certificates.--The holder of any 
shares of the corporation shall immediately notify the corporation of any loss, 
destruction or mutilation of the certificate therefor, and the board of directors may, in its 
discretion, cause a new certificate or certificates to be issued to such holder, in case of 
mutilation of the certificate, upon the surrender of the mutilated certificate or, in case of 
loss or destruction of the certificate, upon satisfactory proof of such loss or destruction 
and, if the board of directors shall so determine, the deposit of a bond in such form and 
in such sum, and with such surety or sureties, as it may direct. 

ARTICLE VI1 

Indemnification of Directors, Officers 
and Other Authorized Representatives 

(The provisions of this Article VI1 were first adopted by the 
shareholders of the corporation effective April 27, 1995.) 

Section 7.01. Indemnification of Directors and Officers. 

(a) Riaht to Indemnification.--Except as prohibited by law, every director and 
officer of the corporation shall be entitled as of right to be indemnified by the 
corporation against reasonable expense and any liability paid or incurred by such 
person in connection with any actual or threatened claim, action, suit or proceeding, 
civil, criminal, administrative, investigative or other, whether brought by or in the right of 
the corporation or otherwise, in which he or she may be involved, as a party or 
otherwise, by reason of such person being or having been a director or officer of the 
corporation or by reason of the fact that such person is or was serving at the request of 
the corporation as a director, officer, employee, fiduciary or other representative of 
another corporation, partnership, joint venture, trust, employee benefit plan or other 
entity (such claim, action, suit or proceeding hereinafter being referred to as "action"). 
Such indemnification shall include the right to have expenses incurred by such person 
in connection with an action paid in advance by the corporation prior to final disposition 
of such action, subject to such conditions as may be prescribed by law. Persons who 
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are not directors or officers of the corporation may be similarly indemnified in respect of 
service to the corporation or to another such entity at the request of the corporation to 
the extent the board of directors at any time denominates such person as entitled to the 
benefits of this Section 7.01. As used herein, "expense" shall include fees and 
expenses of counsel selected by such person; and "liability" shall include amounts of 
judgments, excise taxes, fines and penalties, and amounts paid in settlement. 

(b) Right of Claimant to Bring Suit.--If a claim under paragraph (a) of this 
Section 7.01 is not paid in full by the corporation within thirty days after a written claim 
has been received by the corporation, the claimant may at any time thereafter bring suit 
against the corporation to recover the unpaid amount of the claim, and, if successful in 
whole or in part, the claimant shall also be entitled to be paid the expense of 
prosecuting such claim. It shall be a defense to any such action that the conduct of the 
claimant was such that under Pennsylvania law the corporation would be prohibited 
from indemnifying the claimant for the amount claimed, but the burden of proving such 
defense shall be on the corporation. Neither the failure of the corporation (including its 
board of directors, independent legal counsel and its shareholders) to have made a 
determination prior to the commencement of such action that indemnification of the 
claimant is proper in the circumstances because the conduct of the claimant was not 
such that indemnification would be prohibited by law, nor an actual determination by the 
corporation (including its board of directors, independent legal counsel or its 
shareholders) that the conduct of the claimant was such that indemnification would be 
prohibited by law, shall be a defense to the action or create a presumption that the 
conduct of the claimant was such that indemnification would be prohibited by law. 

(c) Insurance and Fundinq.--The corporation may purchase and maintain 
insurance to protect itself and any person eligible to be indemnified hereunder against 
any liability or expense asserted or incurred by such person in connection with any 
action, whether or not the corporation would have the power to indemnify such person 
against such liability or expense by law or under the provisions of this Section 7.01. 
The corporation may create a trust fund, grant a security interest, cause a letter of 
credit to be issued or use other means (whether or not similar to the foregoing) to 
ensure the payment of such sums as may become necessary to effect indemnification 
as provided herein. 

(d) Non-Exclusivitv; Nature and Extent of Riahts.--The right of indemnification 
provided for herein (1) shall not be deemed exclusive of any other rights, whether now 
existing or hereafter created, to which those seeking indemnification hereunder may be 
entitled under any agreement, bylaw or charter provision, vote of shareholders or 
directors or otherwise, (2) shall be deemed to create contractual rights in favor of 
persons entitled to indemnification hereunder, (3) shall continue as to persons who 
have ceased to have the status pursuant to which they were entitled or were 
denominated as entitled to indemnification hereunder and shall inure to the benefit of 
the heirs and legal representatives of persons entitled to indemnification hereunder and 
(4) shall be applicable to actions, suits or proceedings commenced after the adoption 
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hereof, whether arising from acts or omissions occurring before or after the adoption 
hereof. The right of indemnification provided for herein may not be amended, modified 
or repealed so as to limit in any way the indemnification provided for herein with respect 
to any acts or omissions occurring prior to the effective date of any such amendment, 
modification or repeal. 

Section 7.02. Indemnification of Persons Not Indemnified Under Section 7.01. 

(a) The provisions of this Section 7.02 are applicable only to employees and 
other authorized representatives of the corporation who are not entitled to the benefits 
of Section 7.01 pursuant to either the terms of Section 7.0-l or a resolution of the board 
of directors of the corporation. 

(b) Emplovees; Third Pam/ Actions.--The corporation shall indemnify any 
employee of the corporation who was or is a party or is threatened to be made a party 
to any threatened, pending or completed action, suit or proceeding, whether civil, 
criminal, administrative or investigative (other than an action by or in the right of the 
corporation) by reason of the fact that such person is or was an authorized 
representative of the corporation (which, for the purposes of this Section 7.02, shall 
mean an employee or agent of the corporation, or a person who is or was serving at the 
request of the corporation as a director, officer, employee, fiduciary or agent of another 
corporation, partnership, joint venture, trust, employee benefit plan or other enterprise) 
against expenses (including attorneys' fees), judgments, fines and amounts paid in 
settlement actually and reasonably incurred by such person in connection with such 
action, suit or proceeding if such person acted in good faith and in a manner such 
person reasonably believed to be in, or not opposed to, the best interests of the 
corporation, and, with respect to any criminal action or proceeding, had no reasonable 
cause to believe his or her conduct was unlawful. The termination of any action, suit or 
proceeding by judgment, order, settlement, conviction, or upon a plea of nolo 
contendere or its equivalent, shall not, of itself, create a presumption that the person did 
not act in good faith and in a manner which that person reasonably believed to be in, or 
not opposed to, the best interests of the corporation, and, with respect to any criminal 
action or proceeding, had reasonable cause to believe that his or her conduct was 
unlawful. 

(c) Emplovees; Derivative Actions.--The corporation shall indemnify any 
employee of the corporation who was or is a party or is threatened to be made a party 
to any threatened, pending or completed action or suit by or in the right of the 
corporation to procure a judgment in its favor by reason of the fact that such person is 
or was an authorized representative of the corporation, against expenses (including 
attorneys' fees) actually and reasonably incurred by such person in connection with the 
defense or settlement of such action or suit if such person acted in good faith and in a 
manner such person reasonably believed to be in, or not opposed to, the best interests 
of the corporation and except that no indemnification shall be made in respect of any 
claim, issue or matter as to which such person shall have been adjudged to be liable for 
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negligence or misconduct in the performance of his or her duty to the corporation 
unless and only to the extent that the court of common pleas of the county in which the 
registered office of the corporation is located or the court in which such action or suit 
was brought shall determine upon application that, despite the adjudication of liability 
but in view of all the circumstances of the case, such person is fairly and reasonably 
entitled to indemnity for such expenses which the court of common pleas or such other 
court shall deem proper. 

(d) Other Authorized Remesentatives.--To the extent that an authorized 
representative of the corporation who is not an employee of the corporation has been 
successful on the merits or otherwise in defense of any action, suit or proceeding 
referred to in subsections (b) and (c) of this Section 7.02 or in defense of any claim, 
issue or matter therein, such person shall be indemnified by the corporation against 
expenses (including attorneys' fees) actually and reasonably incurred by such person in 
connection therewith. Such an authorized representative may, at the discretion of the 
corporation, be indemnified by the corporation in any other circumstances and to any 
extent if the corporation would be required by subsections (b) and (c) of this Section 
7.02 to indemnify such person in such circumstances and to such extent if such person 
were or had been an employee of the corporation. 

(e) Procedure for Effecting Indemnification.--Indemnification under 
subsections (b), (c) or (d) of this Section 7.02 shall be made when ordered by a court 
(in which case the expenses, including attorneys' fees, of the authorized representative 
in enforcing such right of indemnification shall be added to and be included in the final 
judgment against the corporation) or shall be made upon a determination that 
indemnification of the authorized representative is required or proper in the 
circumstances because such person has met the applicable standard of conduct set 
forth in subsections (b) and (c) of this Section 7.02. Such determination shall be made: 

(1) by the board of directors by a majority vote of a quorum consisting 
of directors who were not parties to such action, suit or proceeding, or 

(2) if such a quorum is not obtainable, or, even if obtainable, a majority 
vote of a quorum of disinterested directors so direct, by independent legal 
counsel in a written opinion, or 

(3) by the shareholders. 
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(9 Advancing Expenses.--Expenses (including attorneys' fees) incurred in 
defending a civil or criminal action, suit or proceeding shall be paid by the corporation in 
advance of the final disposition of such action, suit or proceeding, upon receipt of an 
undertaking by or on behalf of an employee to repay such amount unless it shall 
ultimately be determined that such person is entitled to be indemnified by the 
corporation as required in this Section 7.02 or as authorized by law and may be paid by 
the corporation in advance on behalf of any other authorized representative when 
authorized by the board of directors upon receipt of a similar undertaking. 

(9) Non-Exclusivitv: Nature and Extent of Riqhts.--Each person who shall act 
as an authorized representative of the corporation and who is not entitled to the 
benefits of Section 7.01, shall be deemed to be doing so in reliance upon such rights of 
indemnification as are provided in this Section 7.02. 

The indemnification provided by this Section 7.02 shall not be deemed exclusive 
of any other rights to which those seeking indemnification may be entitled under any 
agreement, vote of shareholders or disinterested directors, statute or otherwise, both as 
to action in his or her official capacity and as to action in another capacity while holding 
such office or position, and shall continue as to a person who has ceased to be an 
authorized representative of the corporation and shall inure to the benefit of the heirs, 
executors and administrators of such a person. 

ARTICLE Vlll 

Miscellaneous 

Section 8.01. Corporate Seal.--The corporation shall have a corporate seal in 
the form of a circle containing the name of the corporation, the year of incorporation 
and such other details as may be approved by the board of directors. The afixation of 
the corporate seal shall not be necessary to the valid execution, assignment or 
endorsement by the corporation of any instrument or other document. 

Section 8.02. Checks.--All checks, notes, bills of exchange or other similar 
orders in writing shall be signed by such one or more officers or employees of the 
corporation as the board of directors may from time to time designate. 

Section 8.03. Contracts.--Except as otherwise provided in the Business 
Corporation Law in the case of transactions that require action by the shareholders, the 
board of directors may authorize any officer or agent to enter into any contract or to 
execute or deliver any instrument on behalf of the corporation, and such authority may 
be general or confined to specific instances. 
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Section 8.04. Interested Directors or Officers: Quorum. 

(a) General Rule.--A contract or transaction between the corporation and one 
or more of its directors or officers or between the corporation and another corporation, 
partnership, joint venture, trust or other enterprise in which one or more of its directors 
or officers are directors or officers or have a financial or other interest, shall not be void 
or voidable solely for that reason, or solely because the director or officer is present at 
or participates in the meeting of the board of directors that authorizes the contract or 
transaction, or solely because his, her or their votes are counted for that purpose, if: 

(1) the material facts as to the relationship or interest and as to the 
contract or transaction are disclosed or are known to the board of directors and 
the board authorizes the contract or transaction by the affirmative votes of a 
majority of the disinterested directors even though the disinterested directors are 
less than a quorum; 

(2) the material facts as to his or her relationship or interest and as to 
the contract or transaction are disclosed or are known to the shareholders 
entitled to vote thereon and the contract or transaction is specifically approved in 
good faith by vote of those shareholders; or 

(3) the contract or transaction is fair as to the corporation as of the 
time it is authorized, approved or ratified by the board of directors or the 
shareholders. 

(b) Quorum.--Common or interested directors may be counted in determining 
the presence of a quorum at a meeting of the board which authorizes a contract or 
transaction specified in subsection (a). 

Section 8.05. Deposits.--All funds of the corporation shall be deposited from 
time to time to the credit of the corporation in such banks, trust companies or other 
depositaries as the board of directors may approve or designate, and all such funds 
shall be withdrawn only upon checks signed by such one or more officers or employees 
of the corporation as the board of directors shall from time to time designate. 

Section 8.06. Corporate Records. 

(a) Required Records.--The corporation shall keep complete and accurate 
books and records of account, minutes of the proceedings of the incorporators, 
shareholders and directors and a share register giving the names and addresses of all 
shareholders and the number and class of shares held by each. The share register 
shall be kept at either the registered office of the corporation in the Commonwealth of 
Pennsylvania or at its principal place of business wherever situated or at the office of its 
registrar or transfer agent. Any books, minutes or other records may be in written form 
or any other form capable of being converted into written form within a reasonable time. 
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(b) Right of Inspection.--Every shareholder shall, upon written verified 
demand stating the purpose thereof, have a right to examine, in person or by agent or 
attorney, during the usual hours for business for any proper purpose, the share register, 
books and records of account, and records of the proceedings of the incorporators, 
shareholders and directors and to make copies or extracts therefrom. A proper 
purpose shall mean a purpose reasonably related to the interest of the person as a 
shareholder. In every instance where an attorney or other agent is the person who 
seeks the right of inspection, the demand shall be accompanied by a verified power of 
attorney or other writing that authorizes the attorney or other agent to so act on behalf 
of the shareholder. The demand shall be directed to the corporation at its registered 
office in the Commonwealth of Pennsylvania or at its principal place of business 
wherever situated . 

Section 8.07. Amendment of Bvlaws.--These bylaws may be amended or 
repealed, or new bylaws may be adopted, by the shareholders and by the board of 
directors of the corporation in the manner provided in Article X of the articles. Any 
change in these bylaws shall take effect when adopted unless otherwise provided in the 
resolution effecting the change. See Section 2.03(b) (relating to notice of action by 
shareholders on bylaws). 
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OFFICER’S CERTIFICATE 

I, Dorothy E. O’Brien, do hereby certify that I am a duly qualified and acting Vice 
President and Deputy General Counsel, Legal and Environmental Affairs of E.ON 1J.S. L,L,C, a 
Kentucky limited liability company, (the “Company”), and that as such officer, I have access to 
relevant personnel and records of the Company and its affiliates and that I am authorized to make 
this Certificate on the Company’s behalf. I hrther hereby certifL that the attached Articles of 
Association of E.ON AG as of October 2009 are a true and correct copy of such document and 
that the same has not been altered, amended or repealed. 

IN WITNESS WHEREOF, I have executed this Certificate this 974day  of May 201 0. 

< c==_- ---=- 7 

Dorothy E. O’Rrien 
Vice President and Deputy General Counsel 
Legal and Environmental Affairs 
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2 Satzung der E.ON AG, Stand Oktaber 2009 

AI I gem ei n e Best i m m u n gen 

§I 

(1) Die Gesellschaft fuhrt die Firma E.ON AG. Sie hat ihren Sitz in DUsseldorf. 

(2) Das Geschaftsjahr ist  das Kalenderjahr. 

Gegenstand des Unternehmens 

§ 2  

Gegenstand des Unternehmens ist  die Versorgung mit Energie (vornehmlich 
Strom und Gas) und mit Wasser sowie die Erbringung von Entsorgungsdienst- 
I e is t u n ge n . 
Die Tatigkeit kann sich auf die Erzeugung bzw. die Gewinnung, die Uber- 
tragung bzw. den Transport, den Erwerb, den Vertrieb und den Handel er- 
strecken. Es konnen Anlagen aller Art errichtet, erworben und betrieben 
sowie Dienstleistungen und Kooperationen aller Art vorgenommen werden. 

Die Gesellschaft kann in den in Abs. I bezeichneten oder verwandten Ge- 
schaftsbereichen selbst oder durch Tochter- oder Beteiligungsgesellschaften 
tatig werden. Sie is t  zu allen Handlungen und Mafinahmen berechtigt, die 
mit dem lhternehmensgegenstand zusammenhangen oder ihm iinmittelbar 
oder mittelbar zu dienen geeignet sind. 

Die Gesellschaft kann auch andere Unternehmen grunden, erwerben oder 
sich an ihnen beteiligen, insbesondere an solchen, deren Unternehmens- 
gegenstande sich ganz oder teilweise auf die in Abs. 1 genannten Geschafts- 
bereiche erstrecken. Des Weiteren ist sie berechtigt, sich vornehmlich zur 
Anlage von Finanzmitteln an Unternehmen jeder Art zu beteiligen. Sie kann 
Unternehmen, an denen sie beteiligt ist, strukturell verandern, unter einheit- 
licher Leitung zusammenfassen oder sich auf deren Verwaltung beschranken 
sowie uber ihren Beteiligungsbesitz verfugen. 
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Grundkapital und Aktien 

(1) Das Grundkapital betragt 2.001.000.000,00 € und i s t  eingeteilt in 2.001.000.000 
Stuck auf den Namen lautende Stuckaktien (Aktien ohne Nennbetrag). 

(2) Der Vorstand is t  ermachtigt, mit Zustimmung des Aufsichtsrats bis zum 
27. April 2010 das Grundkapital der Gesellschaft urn bis zu 540.000.000 € 
durch ein- oder mehrmalige Ausgabe neuer, auf den Narnen lautender Stuck- 
aktien gegen Bar-und/oder Sacheinlagen zu erhohen (Genehmigtes Kapital 
gernaB EjEj 202 ff. AktG). Wird das Grundkapital gegen Bareinlagen erhoht, ist  
den Aktionaren ein Bezugsrecht einzuraumen. Der Vorstand ist jedoch er- 
machtigt, mit Zustimmung des Aufsichtsrats Spitzenbetrage vorn Bezugsrecht 
der Aktionare auszunehmen und das Bezugsrecht auch insoweit auszu- 
schlieBen, als es erforderlich ist, urn den lnhabern von im Zeitpunkt der Aus- 
nutzung des Genehmigten Kapitals begebenen Teilschuldverschreibungen 
mit Wandel- oder Optionsrechten bzw. Wandlungspflichten ein Bezugsrecht 
auf neue Aktien in dem lJmfang zu gewahren, wie es ihnen nach Ausubung 
des Wandel- oder Optionsrechts bzw. im Falle der Pflichtwandlung zustehen 
wurde. 
Daruber hinaus ist  der Vorstand ermachtigt, mit Zustirnmung des Aufsichts- 
rats das Bezugsrecht der Aktionare bei Ausgabe von Aktien in Hohe von bis 
zu zehn Prozent des Grundkapitals im Zeitpunkt der Ausgabe auszuschlieBen 
- allerdings nur insoweit, wie unter Ausschluss des Bezugsrechts der Aktio- 
nare und unter Anwendung des Ej 186 Abs. 3 Satz 4 AktG von einer Ermach- 
tigung der Hauptversammlung zur Ausgabe von Teilschuldverschreibungen 
mit Wandel- oder Optionsrechten bzw. Wandlungspflichten einerseits und 
zur VerauBerung von Aktien, die aufgrund einer Errnachtigung der Hauptver- 
sammlung zum Erwerb eigener Aktien erworben worden sind, andererseits 
nicht Gebrauch gemacht worden ist. Bei einem solchen Ausschluss des Bezugs- 
rechts darf der Ausgabebetrag der neuen Aktien den Borsenkurs nicht wesent- 
lich unterschreiten. 
Ferner ist der Vorstand errnachtigt, mit Zustimmung des Aufsichtsrats das 
Bezugsrecht der Aktionare bei Ausgabe von Aktien an Personen, die in einem 
Arbeitsverhaltnis zu der Gesellschaft oder einem mit ihr verbundenen Unter- 
nehmen stehen, auszuschliefien. Schliefilich is t  der Vorstand ermachtigt, mit 
Zustimrnung des Aufsichtsrats das Bezugsrecht der Aktionare bei Aktienaus- 
gabe gegen Sacheinlagen auszuschliefien. Der Vorstand i s t  ermachtigt, rnit 
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Zustirnmung des Aufsichtsrats den weiteren lnhalt der Aktienrechte und die 
weiteren Einzelheiten der Durchfuhrung der Kapitalerhohungen festzulegen. 
Der Aufsichtsrat is t  errnachtigt, die Fassung des 5 3 der Satzung nach voll- 
standiger oder teilweiser Durchfuhrung der Erhohung des Grundkapitals ent- 
sprechend der jeweiligen Ausnutzung des Genehrnigten Kapitals und - falls 
das Genehrnigte Kapital bis zurn 27, April 2010 nicht oder nicht vollstandig 
ausgenutzt worden is t  - nach Ablauf der Errnachtigungsfrist anzupassen. 

(3) Das Grundkapital i s t  urn weitere bis zu 1'75.000.000 €, eingeteilt in bis zu Stuck 
175.000.000 auf den Narnen lautende Aktien bedingt erhoht (Bedingtes 
Kapital 2009 I). Die bedingte Kapitalerhohung wird nur insoweit durchgefuhrt, 
wie die lnhaber von Options- oder Wandlungsrechten bzw. die zur Wandlung 
Verpflichteten aus Options- oder Wandelanleihen, Genussrechten oder Gewinn- 
schuldverschreibungen, die von der €.ON AG oder einer Konzerngesellschaft 
der E.ON AG irn Sinne von 5 18 AktG, aufgrund der von der Hauptversarnrn- 
lung vorn 6. Mai 2009 unter Tagesordnungspunkt 9 a) beschlossenen Errnach- 
tigung I ausgegeben bzw. garantiert werden, von ihren Options- bzw. Wand- 
lungsrechten Gebrauch rnachen ode5 soweit sie zur Wandlung verpflichtet 
sind, ihre Verpflichtung zur Wandlung erfullen, soweit nicht ein Barausgleich 
gewahrt oder eigene Aktien oder Aktien einer anderen borsennotierten Gesell- 
schaft zur Bedienung eingesetzt werden. Die Ausgabe der neuen Aktien 
erfolgt zu dern nach Mal3gabe des vorstehend bezeichneten Errnachtigungs- 
beschlusses jeweils zu bestirnmenden Wandlungs- bzw. Optionspreis. 
Die neuen Aktien nehrnen vorn Beginn des Geschaftsjahrs an, in dern sie 
aufgrund der Ausubung von Options- oder Wandlungsrechten bzw. der Erful- 
lung van Wandlungspflichten entstehen, am Gewinn teil. Der Vorstand i s t  
errnachtigt, rnit Zustirnrnung des Aufsichtsrats die weiteren Einzel heiten der 
Durchfuhrung der bedingten Kapitalerhiihung festzusetzen. 

(4) Das Grundkapital i s t  urn weitere bis zu 175.000.000 €, eingeteilt in bis zu Stuck 
175.000.000 auf den Narnen lautende Aktien bedingt erhoht (Bedingtes 
Kapital 2009 I I). Die bedingte Kapitalerhohung wird nur insoweit durchgefuhrt, 
wie die lnhaber von Options- oder Wandlungsrechten bzw. die zur Wandlung 
Verpflichteten aus Options- oder Wandelanleihen, Genussrechten oder Gewinn- 
schuldverschreibungen, die von der E.ON AG oder einer Konzerngesellschaft 
der E.ON AG im Sinne von 5 18 AktG, aufgrund der van der tiauptversarnm- 
lung vorn 6. Mai 2009 unter Tagesordnungspunkt 9 b) beschlossenen Errnach- 
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tigung I I  ausgegeben bzw. garantiert werden, von ihren Options- bzw. Wand- 
lungsrechten Gebrauch machen oder, soweit sie zur Wandlung verpflichtet 
sind, ihre Verpflichtung zur Wandlung erfullen, soweit nicht ein Barausgleich 
gewahrt oder eigene Aktien oder Aktien einer anderen borsennotierten 
Gesellschaft zur Bedienung eingesetzt werden. Die Ausgabe der neuen 
Aktien erfolgt zu dem nach Mafigabe des vorstehend bezeichneten Ermach- 
tigungsbeschlusses jeweils zu bestimmenden Wandlungs- bzw. Optionspreis. 
Die neuen Aktien nehmen vom Beginn des Geschaftsjahrs an, in dem sie auf- 
grund der Ausubung von Options- oder Wandlungsrechten bzw. der Erfullung 
von Wandlungspflichten entstehen, am Gewinn teil. Der Vorstand ist  ermach- 
tigt, mit Zustimmung des Aufsichtsrats die weiteren Einzelheiten der Durch- 
fuhrung der bedingten Kapitalerhohung festzusetzen. 

(5) Der Vorstand is t  ermachtigt, mit Zustimmung des Aufsichtsrats ab dem 
28. April 2010 bis zum 5. Mai 2014 das Grundkapital der Gesellschaft urn bis 
zt i  460.000.000 € durch ein- oder mehrmalige Ausgabe neuer, auf den Namen 
lautender Stuckaktien gegen Bar- und/oder Sacheinlagen zu erhohen (Geneh- 
migtes Kapital gemar2 55 202 ff. AktG). 
Wird das Grundkapital gegen Bareinlagen erhoht, i s t  den Aktionaren ein 
Bezugsrecht einzuraumen. Die Aktien sollen von Kreditinstituten ubernommen 
werden mit der Verpflichtung, sie den Aktionaren zum Bezug anzubieten. 
Der Vorstand ist jedoch ermachtigt, mit Zustimmung des Aufsichtsrats das 
Bezugsrecht der Aktionare bei Ausgabe von Aktien gegen Bareinlagen in 
t-lohe van bis zu zehn Prozent des Grundkapitals im Zeitpunkt des Wirksam- 
werdens oder - falls dieser Wert geringer i s t  - im Zeitpunkt der Ausubung 
der vorliegenden Ermachtigung, auszuschliefien. Bei einem solchen Ausschluss 
des Bezugsrechts darf der Ausgabebetrag der neuen Aktien den Borsenkurs 
nicht wesentlich unterschreiten (5 186 Abs. 3 Satz 4 AktG). Auf die genannte 
Zehn-Prozent-Grenze sind etwaige Aktien anzurechnen, die vom 6. Mai 2009 
his zur Ausgabe der neuen Aktien unter diesem Genehmigten Kapital jeweils 
unter Ausschluss des Bezugsrechts der Aktionare gemafi 5 186 Abs. 3 Satz 4 
AktG ausgegeben werden, und zwar durch 
- Ausgabe von Schuldverschreibungen mit Wandel- oder Optionsrechten 

bzw. Wandl ungspf I ichten, 
Verauserung von Aktien, die aufgrund einer Ermachtigung der Hauptver- 
sammlung zum Erwerb eigener Aktien erworben worden sind, 

- 
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0 sowie durch Ausgabe von Aktien unter Ausnutzung des Genehmigten 
Kapitals gemafi Beschluss der Hauptversammlnng vom 27. April 2005 
(5 3 Abs. 2 der Satzung). 

Weiter ist  der Vorstand ermachtigt, mit Zustimmung des Aufsichtsrats das 
Bezugsrecht der Aktionare bei Aktienausgabe gegen Sacheinlagen auszu- 
schliefien, allerdings nur insoweit, als dass die unter dieser Ermachtigung (5 3 
Abs. 5 der Satzung) und unter dem Genehmigten Kapital gemafi Beschluss 
der tlauptversammlung vom 27. April 2005 ausgegebenen Aktien gegen 
Sacheinlagen unter Ausschluss des Bezugsrechts der Aktionare zusammen 
nicht mehr als 20 Prozent des Grundkapitals im Zeitpunkt des Wirksamwer- 
dens oder - falls dieser Wert geringer i s t  - im Zeitpunkt der Ausubung der 
vor I i ege n d e n Erm ac h t i gu n g a u sm a c h e n d u rf e n . 
Im Ubrigen darf die Summe der unter Ausschluss des Bezugsrechts gegen 
Bar- und Sacheinlagen ausgegehenen Aktien 20 Prozent des Grundkapitals 
im Zeitpunkt des Wirksamwerdens oder - falls dieser Wert geringer is t  - im 
Zeitpunkt der Ausubung dieser Ermachtigung nicht ubersteigen. Auf diese 
Zwanzig-Prozent-Grenze sind anzurechnen Aktien, die unter Ausschluss des 
Bezugsrechts gemafi 5 186 Abs. 3 Satz 4 AktG sowie gegen Sacheinlagen 
unter diesem Genehmigten Kapital sowie unter dem Genehmigten Kapital 
gemarS Beschluss der Hauptversammlung vom 27. April 2005 ausgegeben 
wurden und solche Aktien, die unter mit Ausschluss des Bezugsrechts der 
Aktionare ausgegebenen Schuldverschreibungen mit Wandel- oder Options- 
rec h ten bzw. Wand I u ngs p f I i c h ten ge ma6 Besc h I u ss der Ha u p tve rsa m m I u ng 
vom 6. Mai 2009 auszugeben sind. 
Weiter ist der Vorstand ermachtigt, mit Zustimmung des Aufsichtsrats Spitzen- 
betrage vom Bezugsrecht der Aktionare auszunehmen und das Bezugsrecht 
auch insoweit auszuschliefien, wie es erforderlich ist, um den lnhabern von 
bereits zuvor ausgegebenen Schuldverschreibungen mit Wandel- oder Options- 
rechten bzw. Wandlungspflichten ein Bezugsrecht auf neue Aktien in dem 
Umfang zu gewahren, wie es ihnen nach Ausubung des Wandel- oder Options- 
rechts bzw. im Falle der Pflichtwandlung zustehen wurde. 
Schliefilich is t  der Vorstand ermachtigt, mit Zustimmung des Aufsichtsrats 
das Bezugsrecht der Aktionare bei Ausgabe von Aktien an Personen, die in 
einem Arbeitsverhaltnis zu der Gesellschaft oder einem mit ihr verbundenen 
Unternehmen stehen, auszuschliefien. 
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Der Vorstand ist  ermachtigt, mit Zustimmung des Aufsichtsrats den weiteren 
lnhalt der Aktienrechte und die weiteren Einzelheiten der Durchfuhrung der 
Kapitalerhohungen festzulegen. 
Der Aufsichtsrat i s t  ermachtigt, die Fassung des 5 3 der Satzung nach VOII- 
standiger oder teilweiser Durchfuhrung der Erhohung des Grundkapitals ent- 
sprechend der jeweiligen Ausnutzung des Genehmigten Kapitals und - falls 
das Genehmigte Kapital bis zum 5. Mai 2014 nicht oder nicht vollstandig aus- 
genutzt worden ist  - nach Ablauf der Ermachtigungsfrist anzupassen. 

§ 4  

(1) Form und lnhalt der Aktienurkunden sowie der Gewinnanteil- und Erneuerungs- 
scheine bestimmt der Vorstand. 

(2) Der Anspruch der Aktionare auf Verbriefung ihrer Aktien und Gewinnanteile 
ist  ausgeschlossen, soweit nicht eine Verbriefung nach den Regeln erforder- 
lich ist, die an einer Borse gelten, an der die Aktie zugelassen ist. Es konnen 
Sammelurkunden uber Aktien ausgestellt werden. 
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0 rga n e der Gese I I sc ha f t 

§ 5  

Organe der Gesellschaft sind: 
1. der Vorstand, 
2. der Aufsichtsrat, 
3. die Hauptversammlung. 

Vo rsta n d 

§6 

Der Vorstand besteht aus mindestens zwei Mifgliedern. Die Bestellung stellver- 
tretender Vorstandsmitglieder is t  zulassig. Die Bestimmung der Anzahl der Mit- 
glieder, ihre Bestellung und Abberufung erfolgt durch den Aufsichtsrat. 

§ 7  

Die Gesellschaft wird gesetzlich vertreten durch zwei Vorstandsmitglieder oder 
durch ein Varstandsmitglied und einen Prokuristen. 

Aufsichtsrat 

§ 8  

Der Aufsichtsrat besteht aus zwanzig Mitgliedern. 

Die Mitglieder des Aufsichtsrats werden fur die Zeit bis zur Beendigung der- 
jenigen Hauptversammlung gewahlt, die uber die Entlastung fur das vierte 
Geschaftsjahr nach der Wahl beschliefit; hierbei wird das Geschaftsjahr, in 
welchem gewahlt wird, nicht mitgerechnet. 

Ersatzwahlen erfolgen fur den Rest der Amtsdauer des ausgeschiedenen 
Mitgl ieds. 
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(4) Jedes Aufsichtsratsmitglied kann sein Amt durch eine an den Vorsitzenden 
des Aufsichtsrats zu richtende schriftliche Erklarung unter Einhaltung einer 
Frist von zwei Wochen niederlegen. 

(I) Der Aufsichtsrat wahlt einen Vorsitzenden und einen Stellvertreter. 

(2) Scheidet der Vorsitzende oder sein Stellvertreter vor Ablauf der Amtszeit 
aus, so hat der Aufsichtsrat unverzuglich eine Neuwahl vorzunehmen. 

(1) Der Aufsichtsrat hat nach den gesetzlichen Vorschriften den Vorstand bei 
seiner Geschaftsfuhrung zu uberwachen. 

(2) Alle Angelegenheiten, mit denen der Vorstand die Hauptversammlung befassen 
will, sind zuvor dem Aufsichtsrat zu unterbreiten. 

(1) Der Aufsichtsrat wird durch schriftliche Einladungen des Vorsitzenden oder 
seines Stellvertreters unter Angabe der Tagesordnung, des Ortes und der 
Zeit der Sitzung berufen. In dringenden Fallen kann mundlich, fernmundlich, 
per Telefax oder uber elektronische Medien einberufen werden. 

(2) Der Vorsitzende ist  verpflichtet, den Aufsichtsrat zu berufen, wenn dies von 
einem Mitglied des Aufsichtsrats oder von dem Vorstand beantragt wird. 

(1) Der Aufsichtsrat i s t  beschlussfahig, wenn samtliche Mitglieder geladen sind 
und mindestens die Halfte der Mitglieder, aus denen er insgesamt zu bestehen 
hat, an der Beschlussfassung teilnimmt. 

(2) Abwesende Aufsichtsratsmitglieder konnen dadurch an der Beschlussfassung 
teilnehmen, dass sie durch andere Aufsichtsratsmitglieder schriftliche Stimm- 
abgaben uberreichen lassen. 
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(3) Die Beschlusse werden rnit einfacher Mehrheit der abgegebenen Stimmen 
gefasst, soweit das Gesetz nichts anderes vorschreibt. 

(4) Ergibt eine Abstirnrnung irn Aufsichtsrat Stirnrnengleichheit, so hat bei einer 
erneuten Abstirnmung uber denselben Gegenstand, wenn auch sie Stimrnen- 
gleichheit ergibt, der Aufsichtsratsvorsitzende zwei Stirnmen. 5 108 Abs. 3 
des Aktiengesetzes is t  auch auf die Abgabe der zweiten Stimrne anzuwenden. 
Dern Stellvertreter steht die zweite Stirnrne nicht zu. Der Vorsitzende bestirnmt 
den Sitzungsablauf und die Art der Abstirnrnung. Er entscheidet bei Stimrnen- 
gleichheit, ob eine erneute Abstimrnung in dersel ben Sitzung erfolgt. 

(5) Uber die Verhandlungen und Beschlusse des Aufsichtsrats i s t  eine Nieder- 
schrift anzufertigen, die vom Vorsitzenden oder seinem Stellvertreter zu 
unterzeic hnen ist. 

§ 13 

(1) Beschlusse des Aufsichtsrats konnen auch durch Einholung schriftlicher oder 
fernrnundlicher Stimmahgaben sowie durch ljberrnittlung per Telefax oder 
uber elektronische Medien gefasst werden. Das Ergebnis hat der Vorsitzende 
in einer Niederschrift festzustellen. 

(2) Die Bestirnrnungen uber die rnundliche Stirnrnabgabe finden entsprechende 
Anwendung. 

§ 14 

Willenserklarungen des Aufsichtsrats werden in dessen Narnen vom Vorsitzenden 
des Aufsichtsrats oder seinern Stellvertreter abgegeben. 

§ 15 

(1) Die Mitglieder des Aufsichtsrats erhalten neben dern Ersatz ihrer Auslagen, 
zu denen auch die auf ihre Bezuge entfallende Umsatzsteuer gehort, fur 
jedes Geschaftsjahr eine feste Vergutung in Hijhe von 55.000,OO €. Daneben 
erhalten sie - vorbehaltlich der Gewahrleistung der Ausschuttung einer Divi- 
dende an die Aktionare der Gesellschaft in Hohe von mindestens vier Pro- 
zent des Grundkapitals - fijr jedes Geschaftsjahr eine variable Vergutung in ' 
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Hohe von 345 € fur je 0,OI € Dividende, die uber 3 1/3 Cent € je Stuckaktie 
hinaus fur das abgelaufene Geschaftsjahr an die Aktionare ausgeschuttet 
wird, und eine weitere variable Vergutung in Hiihe von 210 € fur jede 0,OI €, 
um die der Durchschnitt der im Geschaftsbericht der Gesellschaft im Ein- 
klang rnit den jeweils anwendbaren Rechnungslegungsvorschriften ausge- 
wiesenen Ergebnisse je Aktie (Anteil der Gesellschafter der E.ON AG) aus 
Konzernuberschuss fur die letzten drei abgelaufenen Geschaftsjahre den 
Betrag von '76 2/3  Cent € ubersteigt. 
Sofern die Durchschnittsbildung die Geschaftsjahre 2006 oder 2007 umfasst, 
i s t  fur diese Jahre das Ergebnis je Aktie aus KonzernLiberschuss rnit jeweils 
einem Drittel des tatsachlichen Wertes anzusetzen. Mitglieder des Aufsichts- 
rats, die nur wahrend eines Teils des Geschaftsjahres dem Aufsichtsrat oder 
einem Ausschuss angehiirt haben, erhalten fur jeden angefangenen Monat 
ihrer Tatigkeit eine zeitanteilige Vergutung. Die feste Vergutung ist zahlbar 
nach Ablauf des Geschaftsjahrs. Die variablen Vergutungen sind zahlbar nach 
Ablauf der Hauptversammlung, die uber die Entlastung der Mitglieder des 
Aufsichtsrats fijr das jeweils abgelaufene Geschaftsjahr entscheidet. 

(2) Der Vorsitzende des Aufsichtsrats erhalt insgesamt das Dreifache, sein Stell- 
vertreter und jeder Vorsitzende eines Aufsichtsratsausschusses jeweils ins- 
gesamt das Doppelte und jedes Mitglied eines Ausschusses insgesamt das 
Anderthalbfache der Vergutung. Die Mitgliedschaft im Nominierungsausschuss 
bleibt unberucksichtigt. 

(3) Weiterhin erhalten die Mitglieder des Aufsichtsrats fur ihre Teilnahme an den 
Sitzungen des Aufsichtsrats und der Aufsichtsratsausschusse ein Sitzungs- 
geld von 1.000,OO € je Tag der Sitzung. Fur Sitzungen des Nominierungsaus- 
schusses wird kein Sitzungsgeld gewahrt. 

(4) Die Gesellschaft kann zugunsten der Mitglieder des Aufsichtsrats eine Haft- 
pflichtversicherung abschlieBen, welche die gesetzliche Haftpflicht aus der 
Aufsichtsratstatigkeit abdeckt. 
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Hau ptversammlu ng 

Die Hauptversarnmlung wird mindestens 30 Tage vor dem Tag, bis zu dessen 
Ablauf sich die Aktionare vor der Versarnmlung anzumelden haben (vgl. 5 18), 
vom Vorstand oder in den im Gesetz vorgeschriebenen Fallen vom Aufsichtsrat 
einberufen. 

Der Ort der Hauptversammlung i s t  der Si tz  der Gesellschaft oder eine andere 
deutsche Grofistadt. Die Einberufung erfolgt durch den Vorstand im Einvernehmen 
mit dem Varsitzenden des Aufsichtsrats. 

(1) Zur Teilnahrne an der Hauptversamrnlung und zur Ausubung des Stimmrechts 
sind nur diejenigen Aktionare berechtigt, die rechtzeitig angemeldet und fur 
die angemeldeten Aktien im Aktienregister eingetragen sind. 

(2) Die Anmeldung zur Teilnahme an jeder Hauptversammlung muss der Gesell- 
schaft mindestens sechs Tage vor der Versammlung unter der in der Einbe- 
rufung hierfur mitgeteilten Adresse zugehen. Der Tag des Zugangs ist  nicht 
mitzurechnen. 

§ 19 

(1) Den Vorsitz in der Hauptversammlung fuhrt der Vorsitzende des Aufsichtsrats. 
1st der Vorsitzende des Aufsichtsrats abwesend oder aus anderen Grunden 
an der Ubernahme des Vorsitzes in der tiauptversammlung gehindert, uber- 
nimmt ein von ihm bestimmtes Mitglied des Aufsichtsrats den Vorsitz in der 
Hauptversammlung, in Ermangelung einer solchen Bestimmung oder im Fall 
der Hinderung des insofern bestimmten Mitglieds an der Ubernahme des 
Vorsitzes in der Hauptversammlung ein anderes vom Aufsichtsrat bestirnm- 
tes Mitglied des Aufsichtsrats. 
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(2) Der Vorsitzende der Hauptversammlung leitet die Verhandlungen und ent- 
scheidet uber die Rei henfolge der Verhandlungsgegenstande. Er bestimmt 
Art, Form und Reihenfolge der Abstimmungen. Wenn dies in der Einladung 
zur Hauptversammlung angekundigt ist, kann der Vorsitzende der Hauptver- 
sammlung die Aufzeichnung und Ubertragung der Hauptversammlung auch 
uber elektronische oder andere Medien zulassen. 

(3) Der Vorsitzende der Hauptversammlung kann das Frage- und Rederecht der 
Aktionare zeitlich angemessen beschranken. Er ist  insbesondere berechtigt, 
zu Beginn der Hauptversammlung oder wahrend ihres Verlaufs den zeitlichen 
Rahmen sowohl des Versammlungsverlaufs als auch der Aussprache zu den 
Tagesordnungspunkten sowie des einzelnen Frage- und Redebeitrags ange- 
messen festzusetzen. Bei der Festlegung der fur den einzelnen Frage- und 
Redebeitrag zur Verfugung stehenden Zeit kann der Versammlungsleiter 
zwischen erster und wiederholter Wortmeldung und nach weiteren sachge- 
rechten Kriterien entscheiden. 

(1) Das Stimmrecht kann durch Bevollmachtigte ausgeubt werden. Die Erteilung 
der Vollmacht, ihr Widerruf und der Nachweis der Bevollmachtigung gegen- 
uber der Gesellschaft bedurfen der Textform. Die Erteilung der Vollmacht, ihr 
Widerruf und der Nachweis der Bevollmachtigung konnen auch auf einem 
von der Gesellschaft naher zu bestimmenden elektronischen Weg erteilt 
werden. Die Einzelheiten fur eine elektronische Vollrnachtserteilung werden 
zusammen mit der Einberufung der Hauptversammlung in den Gesell- 
schaftsblattern bekannt gemacht. 

(2) Bei Zweifeln uber die Gultigkeit der Vollmacht entscheidet der Vorsitzende 
der Hauptversammlung. 

(1) Die Beschlijsse der tiauptversammlung werden mit einfacher Stimmenmehr- 
heit und, soweit eine Kapitalmehrheit erforderlich ist, mit einfacher Kapital- 
mehrheit gefasst, falls nicht das Gesetz oder die Satzung zwingend etwas 
anderes vorschreibt. 
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(2) Entfallt bei Wahlen auf niemanden die Mehrheit der abgegebenen Stimmen, 
so findet eine engere Wahl unter den Personen statt, denen die beiden groB- 
ten Stirnmenzahlen zugefallen sind. 

(3) In der Hauptversammlung gewahrt eine Aktie eine Stimme. 

Jahresabschluss und Gewinnverteilung 

§ 22 

Die alljahrlich innerhalb der gesetzlichen Frist von acht Monaten zur Ent- 
gegennahme des festgestellten Jahresabschlusses und des vom Aufsichtsrat 
gebilligten Konzernabschlusses oder in den irn Gesetz vorgesehenen Fallen 
zur Feststellung des Jahresabschlusses sowie zur Beschlussfassung uber die 
Gewinnverwendung stattfindende Hauptversarnmlung beschlieBt auch uber 
die Entlastung des Vorstands und des Aufsichtsrats und die Wahl des 
Ab sc h I u ss p r u f e rs (0 rd e n t I i c h e Ha u p tve r s a m rn I u n g) . 

Die Hauptversammlung kann bei der Beschlussfassung uber die Verwendung 
des Bilanzgewinns anstelle oder neben einer Rarausschuttung auch eine 
Sac ha ussc h u ttu ng besc h I i el3en. 

Bekanntmachungen und lnformationsubermittlung 

§ 23 

(1) Alle Bekanntmachungen erfolgen in den durch Gesetz oder Verordnung vor- 
gesc h r i e be nen Anzei ge m it tel n. 

(2) Informationen an die lnhaber zugelassener Wertpapiere durfen auch im 
Wege der Datenfernubertragung ubermittelt werden. 
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Schlussbestimmungen 

§ 24 

Der Aufsichtsrat ist ermachtigt, Satzungsanderungen zu beschliefien, die nur die 
Fassung betreffen. 
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2 Articles of Association of E.ON AG as of October 2009 
(Only the German version is legally binding.) 

General Provisions 

(1) The name of the Company is E.ON AG. Its registered office is situated in 
Du sse I d o rf. 

(2) 'The financial year is the calendar year. 

Corporate Purpose of the Company 

(1) The Corporate purpose of the Company is the provision of energy supply 
(primarily electricity and gas) and water supply as well as the provision of 
disposal services. 
The company's activities may encompass the generation and/or production, 
transmission and/or transport, the acquisition, distribution and trading. Facil- 
ities of all kinds may be built, acquired and operated, and services and coop- 
erations of all kinds may be performed. 

(2) The Company may conduct i ts business activities in the industries specified 
in para. 1, or in related industries, itself or through subsidiaries and/or com- 
panies in which it holds an interest. I t  is entitled to take all actions and mea- 
sures that are connected with i ts corporate purpose or which are suitable to 
directly or indirectly serve such purpose. 

(3) The Company may also establish, acquire or hold an interest in other enter- 
prises, in particular in such enterprises whose corporate purpose extends, in 
whole or in part, to be business areas specified in para. 1. In addition, it is 
entitled to acquire interests in enterprises of any kind with the primary pur- 
pose of a financial investment. The Company may change the structure of 
the enterprises in which it holds an interest, may unite them under a unified 
management or confine itself to managing them and may dispose of the 
interests it holds. 
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Registered Share Capital and Shares 

(1) The registered share capital amounts to €2,001,000,000.00 and is divided into 
2,001,OOO,OOO registered no-par value shares (shares without nominal amount). 

(2) The Board of Management is authorized, with the approval of the Supervisory 
Board, to increase until April 27,2010, the registered share capital of the Com- 
pany by up to a total of €540,000,000, through the issuance, one or several 
times, of new registered no-par value shares against contributions in cash 
and/or in kind (Authorized Capital pursuant to Sections 202 e t  seqq. AktG). 
If the registered share capital is increased against cash contributions, the 
shareholders have to be granted a subscription right. However, the Board of 
Management is authorized, with the approval of the Supervisory Board, to 
exclude fractional amounts from the shareholders, subscription right and 
also to exclude the subscription right to such extent as is necessary in order 
to grant to the holders of partial bonds with conversion or option rights or, 
respectively, conversion obligations, which are issued a t  the point in time of 
the utilization of the Authorized Capital, a subscription right for new shares 
to such extent as they would be entitled to upon exercising their conversion 
or option right or, respectively, in the case of a mandatory Conversion. 
In addition, the Board of Management is authorized, with the approval of the 
Supervisory Board, to exclude the shareholders, subscription right in the case 
of an issue of shares in an amount of up to 10 percent of the registered share 
capital at the time of the issue - however, only to such extent no use has yet 
been made, with an exclusion of the shareholders, subscription right and in 
application of Section 186 para. 3 sentence 4 AktG, of an authorization by the 
General Meeting of Shareholders for an issue of partial bonds with conver- 
sion or option rights or, respectively, conversion obligations, on the one hand, 
and for the disposal of shares which have been acquired on the basis of an 
authorization from the General Meeting of Shareholders for the acquisition 
of treasury shares, on the other hand. In the case of such an exclusion of the 
subscription right, the issue price of the new shares may not be significantly 
lower than the stock market price. 
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The Board of Management is further authorized, with the approval of the 
Supervisory Board, to exclude the shareholders' subscription right for the 
issue of shares to persons in an employment relationship with the Company 
or one of i ts affiliated companies. Finally, the Board of Management is autho- 
rized, with the approval of the Supervisory Board, to exclude the sharehotd- 
ers' subscription right in case of an issue of shares against contributions in 
kind. The Board of Management, with the approval of the Supervisory Board, 
is authorized to determine the further content of the rights attached to the 
shares as well as the further details of the conduction of capital increases. 
The Supervisory Board is authorised to make adjustments to the wording of 
Section 3 of the Articles of Association after the increase of the registered 
share capital has been conducted, in whote or in part, in accordance with 
the respective utilization, in each case, of the Authorized Capital and - if the 
Authorized Capital has not or not completely been utilized until April 27,2010 
- after the expiry of the term of the authorization. 

(3) The registered share capital is conditionally increased by another up to 
€175,000,000, divided into up to 175,000,000 no-par value registered shares 
(Conditional Capital 2009 I). The Conditional Capital increase is to be carried 
out only to the extent that the holders of option or conversion rights or per- 
sons obliged to Conversion under option or convertible bonds, profit partici- 
pation rights or participating bonds issued or guaranteed by E.ON AG or a 
group company of E.ON AG as defined in Section 18 German Stock Corporation 
Act in accordance with the Authorization I resolved by the General Meeting 
of May 6,2009, under Item 9 a) of the agenda exercise their option or conver- 
sion rights or, if they are obliged to conversion, fulfill their conversion obli- 
gation, except to the extent that a cash compensation is granted or treasury 
shares or shares of another listed company are used to satisfy such claims. 
The issue of the new shares is effected a t  the conversion or option price to 
be determined, in each case, in accordance with the aforementioned autho- 
rization resolution. 
The new shares are entitled to profit participation starting from the beginning 
of the financial year in which they come into existence by virtue of the exer- 
cising of option or conversion rights or the fulfillment of conversion obligations. 
The Board of Management is authorized, with the approval of the Supervisory 
Board, to determine the further details of the implementation of the Condi- 
tional Capital increase. 
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(4)  The registered share capital is conditionally increased by another up to 
€175,000,000, divided into up to 175,000,000 no-par value registered shares 
(Conditional Capital 2009 11). The Conditional Capital increase is to be carried 
out only to the extent that the holders of option or conversion rights or per- 
sons obliged to conversion under option or convertible bonds, profit partici- 
pation rights or participating bonds issued or guaranteed by E.ON AG or a 
group company of EON AG as defined in Section 18 German Stock Corpora- 
tion Act in accordance with the Authorization I1 resolved by the General 
Meeting of May 6,2009, under Item 9 b) of the agenda exercise their option 
or conversion rights or, if they are obliged to conversion, fulfill their conver- 
sion obligation, except to the extent that a cash compensation is granted or 
treasury shares or shares of another listed company are used to  satisfy such 
claims. The issue of the new shares is effected at the conversion or option 
price to be determined, in each case, in accordance with the aforementioned 
authorization resolution. 
The new shares are entitled to profit participation starting from the beginning 
of the financial year in which they come into existence by virtue of the exer- 
cising of option or conversion rights or the fulfillment of conversion obligations. 
The Board of Management is authorized, with the approval of the Supervisory 
Board, to determine the further details of the implementation of the Condi- 
tional Capital increase. 

(5) The Board of Management is authorized, with the approval of the Supervisory 
Board, to increase from April 28,2010, until May 5,2014, the registered share 
capital of the Company by up to a total of €460,00O,OOO, through the issuance, 
one or several times, of new registered no-par value shares against contri- 
butions in cash and/or in kind (Authorized Capital pursuant to Sections 202 
et seqq. German Stock Corporation Act). 
If the registered share capital is increased against cash contributions, the 
shareholders are to be granted a subscription right. The shares are to be 
issued to financial institutions subject to the obligation to offer them to the 
shareholders for subscription. 
However, the Board of Management is authorized, with the approval of the 
Supervisory Board, to exclude the shareholders' subscription right in the case 
of an issue of shares against cash Contributions in an amount of up to 10 per  
cent of the registered share capital a t  the time of the becoming effective 
or-in the event that this amount is the lower one-at the time of the utili- 
zation of this authorization. In the case of such an exclusion of the subscription 
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right, the issue price of the new shares may not be significantly lower than 
the stock market price (Section 186 para. 3 sent. 4 German Stock Corporation 
Act). To the aforementioned 'IO percent limit, any shares, if applicable, are to 
be credited which are issued from May 6,2009, until the issue of the new 
shares under this Authorized Capital, in each case with an exclusion of the 
shareholders' subscription right pursuant to Section 186 para. 3 sent. 4 German 
Stock Corporation Act, by way of 
. the issue of bonds carrying conversion or option rights or, respectively, 

conversion obligations, 
the disposal of shares acquired on the basis of an authorization by the 
General Meeting for the acquisition of treasury shares, 
as well as by the issue of shares under the Authorized Capital granted 
by way of a resolution of the General Meeting of April 27,200s (Section 
3 para. 2 of the Articles of Association). 

- 

Furthermore, the Board of Management is authorized, with the approval of 
the Supervisory Board, to exclude the shareholders' subscription right in case 
of an issue of shares against contributions in kind, but only to such extent 
that the aggregate amount of the shares issued under this authorization 
(Section 3 para. 5 of the Articles of Association) and under the Authorized 
Capital pursuant to the resolution of the General Meeting of Shareholders of 
April 27,2005, against contribution in kind with an exclusion of the share- 
holders' subscription right may not exceed 20 percent of the registered 
share capital a t  the time of the becoming effective or-in the event that this 
amount is the lower one-at the time of the utilization of this authorization. 
Besides, the total amount of the shares issued against contributions in cash 
or in kind with an exclusion af the subscription right may not exceed 20 per- 
cent of the registered share capital a t  the time of the becoming effective 
or-in the event that this amount is the lower one-at the time of the utili- 
zation of this authorization. To this 20 percent limit, such issue of shares is to 
be credited which is made with an exclusion of the subscription right pursu- 
ant to Section 186 para. 3 sent. 4 German Stock Corporation Act as well as 
against contributions in kind under this Authorized Capital as well as under 
the Authorized Capital pursuant to the resolution of the General Meeting of 
Shareholders of April 27,2005, as well as such shares to be issued with an 
exclusion of the shareholders, subscription right under bonds carrying con- 
version or option rights or, respectively, conversion obligations pursuant to 
the resolution of the General Meeting of Shareholders of May 6,2009. 
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The Board of Management is further authorized, with the approval of the 
Supervisory Board, to exclude fractional amounts from the shareholders' sub- 
scription right and also to exclude the subscription right to such extent as is 
necessary in order to grant to the holders of previously issued bonds carrying 
conversion or option rights or, respectively, conversion obligations, a sub- 
scription right for new shares to such extent as they would be entitled to 
upon exercising their conversion or option right or, respectively, in the case 
of a conversion obligation. 
Finally, the Board of Management is authorized, with the approval of the 
Supervisory Board, to exclude the shareholders' subscription right for the 
issue of shares to persons in an employment relationship with the Company 
or one of i t s  affiliated companies. 
The Board of Management, with the approval of the Supervisory Board, is 
authorized to determine the further content of the rights attached to the 
shares as well as the further details of the conduction of capital increases. 
The Supervisory Board is authorized to make adjustments to the wording of 
Section 3 of the Articles of Association after the increase of the registered 
share capital has been conducted, in whole or in part, in accordance with 
the respective utilization, in each case, of the Authorized Capital and-if the 
Authorized Capital has not or not completely been utilized until May 5, 
2014-after the expiry of the term of the authorization. 

§ 4  

(1) The form and content of the share certificates and of the dividend coupons 
and talons are determined by the Board of Management. 

(2) The shareholders' right to have their shares securitized is excluded, unless 
securitization is required under the rules applicable a t  a stock exchange on 
which the shares are admitted. Global certificates for shares may be issued. 
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Corporate Bodies of the Company 

§ 5  

The Company's corporate bodies are: 
1. the Board of Management, 
2. the Supervisory Board, 
3. the General Meeting of Shareholders. 

Board of Management 

The Board of Management consists of a t  least two members. The appointment of 
substitute members of the Board of Management is permissible. The determina- 
tion of the number of members, their appointment and dismissal is made by the 
Supervisory Board. 

§ 7  

The Company is legally represented by two members of the Board of Manage- 
ment or by one member of the Board of Management and a Prokurist (an execu- 
tive holding a general power of attorney). 

Supervisory Board 

(1) The Supervisory Board comprises twenty members. 

(2) The members of the Supervisory Board are elected for a term until the close 
of the General Meeting resolving on the discharge in respect of the fourth 
financial year after their election; in this regard, the financial year in which 
the election takes place is not included in the calculation. 
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(3) Elections of substitute members are made for the remainder of the term of 
office of the member who has left the board. 

(4) Any member of the Supervisory Board may resign from office with two 
weeks' notice by a written declaration addressed to the Chairman of the 
Supervisory Board. 

(1) The Supervisory Board elects a Chairman and a Deputy Chairman. 

(2) In case the Chairman or his Deputy should cease t o  be a member of the 
Supervisory Board before the expiry of his term of office, the Supervisory 
Board has to conduct a new election without undue delay. 

(1) The Supervisory Board is responsible, as stipulated by law, for monitoring the 
management of the Company by the Board of Management. 

(2) All matters which the Board of Management wishes the General Meeting to 
address first have to be presented to the Supervisory Board. 

(I) The Supervisory Board is convened by written invitation from the Chairman 
or his Deputy, including the agenda, venue and time of the meeting. In 
urgent cases, meetings may be convened verbally, by telephone, telefax or by 
means of electronic media. 

(2) The Chairman is obliged to convene the Supervisory Board if this is requested 
by a member of the Supervisory Board or by the Board of Management. 

(I) The Supervisory Board constitutes a quorum if all members have been invited 
and a t  least half of the total number of members, of which it is required to be 
comprised, participates in the adoption of a resolution. 
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Absent Supervisory Board members may participate in the adoption of 
resolutions by arranging for their written votes to  be submitted by other 
Supervisory Board members. 

Resolutions are adopted with a simple majority of the votes cast, unless 
otherwise stipulated by law. 

In the event of a tie in a vote of the Supervisory Board, the Chairman of the 
Supervisory Board has two votes if a new vote is taken on the same matter 
and such vote also results in a tie. Section 108 para. 3 AktG is to be applied 
also to the casting of the second vote. The Deputy Chairman is not entitled 
to such second vote. The Chairman determines the proceedings a t  the meet- 
ing and the form of voting. In the event of a tied vote, he decides whether a 
second vote is to be taken in the same meeting. 

Minutes are to be prepared of the deliberations and the resolutions adopted 
by the Supervisory Board, which are to be signed by the Chairman or his Deputy. 

§ 13 

(1) Resolutions of the Supervisory Board may also be adopted by votes cast in 
writing or by telephone as well as by transmission via telefax or electronic 
media.The result is  to be put on record by the Chairman. 

(2) The provisions governing the verbal casting of votes shall apply accordingly. 

Declarations of intent of the Supervisory Board are to be issued on its behalf by 
the Chairman of the Supervisory Board or his Deputy. 

(I) In addition to reimbursement of their expenses, which also includes the VAT 
payable on their remuneration, the members of the Supervisory Board receive 
a fixed remuneration for each financial year in the amount of €55,000.00. In 
addition, they receive - provided that a dividend is distributed to the share- 
holders of the Company in an amount a t  least equivalent to 4 percent of the 
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registered share capital - for each financial year a variable remuneration in 
the amount of €345.00 for each €0.01 of the dividend which is distributed to 
the shareholders for the completed financial year in excess of 3 1/3 € c t  per 
no-par value share, and an additional variable remuneration in the amount 
of €210.00 for each €0.01 by which the average of the earnings per share 
(interests of E.ON AG shareholders) from consolidated net income for the last 
three completed financial years, which are shown in the Annual Report of the 
Company in accordance with the relevant applicable accounting provisions, 
exceeds the amount of 76 213 € ct. Where the the 2006 or 2007 financial years 
are included in the calculation of the average, the earnings per share from 
consolidated net income for these years shall in each case be taken into 
account with a third of their actual value. 
Supervisory Board members, who served on the Supervisory Board or a com- 
mittee for only part of a financial year, receive a remuneration on a pro-rata 
temporis basis for each month or part of a month of service. The fixed remu- 
neration is payable after the conclusion of the financial year.The variable 
remunerations are payable after the close of the General Meeting resolving 
on the discharge of the members of the Supervisory Board in respect of the 
financial year last concluded. 

(2) The Chairman of the Supervisory Board receives a total of three times, his 
Deputy and each chairman of a Supervisory Board committee receive a total 
of two times and each member of a committee receives a total of one and 
half times the regular remuneration. The membership in the Nomination 
Committee is not to be taken into account. 

(3) In addition, the members of the Supervisory Board receive an attendance 
fee in the amount of €1,000 for each day of meeting for their attendance at 
the meetings of the Supervisory Board and of the supervisory Board com- 
mittees. For meetings of the Nomination Committee, no attendance fee is to 
be granted. 

(4) The Company may conclude for the benefit of the members of the Supervisory 
Board a third-party liability insurance covering the statutory liability arising 
from the activities as a Supervisory Board member. 
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General Meeting of Shareholders 

The General Meeting of Shareholders has to be convened by the Board of Man- 
agement or, in the case is stipulated by law, by the Supervisory Board with a t  
least 30 days' notice prior to  the day by the end of which the shareholders have 
to register for participation in the General Meeting (cf. Para. 18). 

The General Meeting is to be held a t  the registered office of the Company or in 
another major German city. The General Meeting is to be convened by the Board 
of Management in agreement with the Chairman of the Supervisory Board. 

(I) Only those shareholders are entitled to participate in the General Meeting of 
Shareholders and to exercise their voting right who have registered in due 
time and for whom the registered shares are registered in the share register. 

(2) The registration for participation in each General Meeting has to be received 
by the Company a t  the address stated for this purpose in the invitation no 
later than six days prior to the meeting.The date on which the registration is 
received is not t o  be included in the calculation of the period. 

§ 49 

(1) The General Meeting is to be chaired by the Chairman of the Supervisory 
Board or, in the event of his not being available, by another member of the 
Supervisory Board to be determined by the Supervisory Board. 

(2) The Chairman of the General Meeting chairs the deliberations and decides on 
the sequence of the items to be addressed. He determines the manner, form 
and sequence of the voting. If so announced in the invitation to the General 
Meeting, the Chairman of the General Meeting may authorize the recording 
and transmission of the General Meeting also via electronic and other media. 
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(3) The Chairman of the General Meeting may reasonably restrict, in terms of time, 
the right of shareholders to put questions and to speak. A t  the beginning or 
in the course of the General Meeting, he may, in particular, determine an 
appropriate framework, in terms of time, for both the course of the General 
Meeting and the discussion on individual items on the agenda as well as for 
individual questions and speaking contributions. In determining the time 
available for the individual questions and speaking contributions, the Chairman 
of the General Meeting may distinguish between first and repeated contri- 
butions and in accordance with further appropriate criteria. 

(I) The voting right may be exercised through proxies. The granting of the 
power of attorney, i ts revocation and the provision of evidence vis-a-vis the 
Company for the granting of the power of attorney have to be made in text 
form. The granting of the power of attorney, i t s  revocation and the provision 
of evidence for the granting of the power of attorney may also be effected 
by other electronic means to be determined by the Company in more detail. 
The relevant details for the granting of a power of attorney by electronic 
means are to be published together with the invitation to the General Meet- 
ing in the publication media of the Company. 

(2) In the case of doubts regarding the validity of a power of attorney, the deci- 
sion lies with the Chairman of the General Meeting. 

(1) The resolutions of the General Meeting of Shareholders are to be adopted 
with the simple majority of votes and, to the extent that a capital majority is 
required, with the simple capital majority, unless otherwise mandatorily stip.- 
ulated by law or the Articles of Association. 

(2) If none of the candidates in an election achieves the majority of the votes 
cast, a new election is to be held between those persons who have achieved 
the two highest numbers of votes. 

(3) In the General Meeting, each share entitles i ts holder to one vote. 
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Annual Financial Statements and Appropriation of Profits 

(1) The General Meeting held each year within the statutory period of eight months 
for the purpose of accepting the approved annual financial statements and 
the consolidated financial statements approved by the Supervisory Board or, 
in the cases provided for by law, for the purpose of approving the annual 
financial statements as well as for the adoption of a resolution on the appro- 
priation of profits also decides on the discharge of the Board of Management 
and of the Supervisory Board as well as on the appointment of the auditor 
(Annual General Meeting of Shareholders). 

(2) When deciding on the appropriation of balance sheet profits, the General 
Meeting may also adopt a resolution for a distribution in kind instead of or 
in addition to a cash distribution. 

Notifications and Transmission of Information 

§ 23 

(1) All notifications are to be published by such means of publication as prescribed 
by statute or regulation. 

(2) Information to the holders of admitted securities may also be transmitted by 
means of telecommunicatioh. 

Concluding Provisions 

The Supervisory Board is authorized to  resolve on amendments to the Articles of 
Association which only concern their wording. 
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%5.e First State 

I ,  JEFFIUCY W. BULLOCK, SECRETARY OF STATE OF THE STATE OF 

D E L A W W ,  DO HEREBY CERTIFY THE ATTACHED ARE: TRUE AND CORRECT 

COPIES OF ALL DOCUMENTS ON F I L E  OF "E-ON U S  INVESTMENTS COR?. " 

AS RECEIVED AND FILED I N  T H I S  OFFICE. 

THE FOLLOWING DOCUMENTS RAVE BEEN CERTIFIED:  

CERTIFICATE OF INCORPORATION, FILED THE F I R S T  DAY OF 

DECEMBER, A . D .  2000, A T  1:30 O'CLOCK P.M.  

AND I DO HEREBY FURTHER CERTIFY TRAT THE EFFECTIVE DATE OF 

THE AFORESAID CERTIFICATE OF INCORPORATION I S  THE SECOND DAY OF 

DECEMBER, A . D .  2000, A T  10:30 O'CLOCK A . M .  

CERTIFICATE OF AMENDMENT, FILED THE SECOND DAY OF AUGUST, 

A . D .  2001, AT 12 O'CLOCK P.M. 

RESTATED CERTIFICATE,  FILED THE SECOND DAY OF AUGUST, A.  D .  

2001, AT 12:15 O'CLOCK P.M. 

CERTIFICATE OF RETIREMENT, FILED THE SECOND DAY OF AUGUST, 

A . D .  2001, A T  12:30 O'CLOCK P.M.  

CERTIFICATE OF AMENDMENT, FILED THE TWENTY-FIFTH DAY OF 

OCTO.BER, A . D .  2001, A T  11:30 O'CLOCK A . M .  

RESTATED CERTIFICATE,  FILED THE TWENTY-FIFTH DAY OF OCTOBER, 

A . D .  2001, AT 1 1 : 4 5  O'CLOCK A . M .  

YOU m y  
a t  corp 

3 3 2 3 5 4 6  8 1 0 0 H  

1 0 0 5 5 4 8 1  9 
v e r i f y  t h i s  c e r t i f i c a t e  online . delaware. gov/authver.  shtml 

effrey W Bullock, Secretary of State 

8011208 

DATE: 0 5 - 2 4 - 1  0 
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CERTIFICATE OF MERGER, F I L E D  THE TWENTY-FIFTH DAY OF 

OCTOBER, A . D .  2001, AT 12 O'CLOCK P.M. 

CERTIFICATE OF RETIREMENT, FILED THE TWENTY-FIFTH DAY OF 

OCTOBER, A . D .  2001, AT 12:15 O'CLOCK P.M. 

CERTIFICATE OF MERGER, F I L E D  THE TWENTY-FIFTH DAY OF 

OCTOBER, A . D .  2001, A T  12r30 O'CLOCK P.M. 

CERTIFICATE OF MERGER, F I L E D  THE TWENTY-FIFTH DAY OF 

OCTOBER, A . D .  2001, AT 12:45 O'CLOCK P . M .  

CERTIFICATE OF RETIREMENT, FILED THE TWENTY-FIFTH DAY OF 

OCTOBER, A . D .  2001, A T  1 2 : 4 6  O'CLOCK P.M. 

CERTIFICATE OF RETIREMENT, FILED THE THIRTY-FIRST DAY OF 

DECEMBER, A.D.  2002, A T  12:30 O'CLOCK P.M. 

CERTIFICATE OF JMENDMZNT, CHANGING I T S  NANE FROM "POWERGEN 

U S  INVESTMENTS CORP. TO " E  .ON US INVESTMENTS CORP. ", F I L E D  THE 

THIRD DAY OF MARCH, A . D .  2003, A T  10 O'CLOCK A . M .  

AND I DO HEREBY FURTHER CERTIFY THAT THE AFORESAID 

CERTIFICATES ARE: THE ONLY CERTIFICATES ON RECORD OF THE 

AFORESAID CORPORATION, " E .  ON U S  INVESTMENTS CORP . ' I .  

YOU may 
a t  corp. 

3 3 2 3 5 4 6  81 OOH 

10055481 9 
v e r i f y  this c e r t i f i c a t e  online 
delaware. gov/authver. shtml 

DATE: 0 5 - 2 4 - 1 0  
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SECRETARY OF STATE 
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CERTIFICATE OF INCORPQUTION 

OF 

POWERGEN US LWE!STmHn COW. 

FIRST. The name of tht corporation is Powergen US lnvcstrnents Corp. 

SECOND. The address of the corporauon's registered office in the Stak 

of Delaware is Corporation Trust Ccnier, 1209 Orange Street in the City of Wlmington, 

County of New Castle. The name of its registered agent at such address is The 

Corporation Tmr Company. 

THIRD. The purpose of the corporation is to engage in my IawFul act or 

activity for which corporations may be organized under t he  General Corporation Law of 

Delaware. 

FOURTH. The tot31 numbcr of sharer; which the coxporation shall have 

authority to issue is 1,000 shares of Common Stock, par value $0.0 1 per sharc. 

FIFTH. The m e  and mailing address of the incarporator is Scoa 1. 

Sonnenblick, do Sullivan & Cromwel, 125 Broad Street, 'New York, New York 10004. 

SETH. The board of directors of the corporation is expressly authorized 

to adopt, amend or repeal by-law5 of rht corporarion. 

SEVENTH. Elections of directors need not be by wrinm ballot except 

and to the extea provided in the by-raws of the corporation 

ETGHTH. The number of ditectors of the cocpornuon s b l l  be fixed from 

time to rime pwsuanr to The by-law of the corporation. Any director or the entire board 



of directors may be removed, with or Witbout cause, by the holks of a majority of the 

share3 at the time entitled to vote at an clection of directors. 

NMm. Any action required or permitted to be laken by the holders of 

Common Stock of the corporation, includii bur not limited to &e election of directors, 

may be laken by written consent or consents but onIy if such consen\ or consents arc 

signed by all hol&n of Common Stock 

'TENTH. A director of the corpozation shall not be liable to the: 

corporation or its stockholders for monetary damages for breach of  fiduciary duty as a 

director, except to the extent that such exemption fiom liability or limitation thereof is not 

permitted under the Delaware General Corporation Law as cunendy in effect or as &e 

same may hereafier be amended. No amendment, modification or repeal of this 

micle TENTH shall adversely affect any right or promtion of a director that exists at the 

~e of such amendment, modification or repeal. 

ELEVENTH. The effective h e  and dare of this Ccnificate of 

Incoxpoxation shall be 10:30 A.M., City of Wiknington r b e ,  on December 2,2000. 

LN WITNESS WHEREOF, I have simcd this cntificatc of incorporation 

this 1st day ofDecember, 2000. 

Sole Incorporator W 

-2- 

TOT& P.03  
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FILED 12:ao PM 08/a2/..oal 
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CERTIFICATE OF AMENDMENT 

OF 

CERTIFICATE OF INCORPORATION 

OF 

POWERGE% US INVESTMENTS C O P .  

Powergen US Investments Corp., a Delaware corporation, hereby certifies 
as follows: 

FIRST. The Board of Directors of said carporation duly adopted a 
resolution setting forth and declaring advisable the amendment of the certificate of 
incorporation of said corporation to add the following provision: 

TWELFTH. Any sham of Common Stock redeemed by the 
corporation in any manner, whether through redemption, recapitalization, 
repurebe or otherwise, shall automatically and without any action by the 
corporation be retired immediately upon payment therefore by the 
corporation, no such redeemed shares may be reissued by the corporation 
and the number of authorized shares of Common Stock shall be reduced 
by the number of ahares redeemed and retired. 

BECOMD. “be Board of Directors of said corporation duly adopted a 
resohtbn mthg for& and declaring advisable the amendment of the certificate of 

wcb p p p b  FOURTH with tho fbllowing provision: 
OR of said corporati to delete the paragraph Fourth in its entirety and replace 

POURN, T&e totaf number of &ares which the corporation shaU 
have authority to iswra fo 1,100 sbara of Common Stock, of which 1,000 
&arcs, par value $0.01 
Common Stock“, and 1 E sham, par valw EO.01 per share, shall be 
deaignatea as “Clag B Common Stock” (Clws A Common Stook and 
Class B Common Stock, tabu together, shall be referred to herein as 
wCbmon Stoc#”), 

rdatiye, dcipatlng, optkcpd 03 O&a sptcial rights, and the 

r share, shall bcr &sipted  as “Class A 

.7-  . *  

The following is a sfatpnent of the designations, preferences and 

quaIiffcatiolM,limf*tations @ p y t r i C t i a n s  th&f, of eacb oftha Class A 
‘r .a A+. &&on . S&$ and t h ~  Class P,m&n Stkk. 
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A. Dividends 

Subject to any other pvisions of the Certificate of Incorporation, 
as amended h r n  time to time, holders of Class A C o m o n  Stock and 
Class B Common Stock shall be entitled to receive equally on a per share 
basis such dividends and other distributions in cash, stock or property of 
the corporation as may be declared thereon by the Board of Directors fiom 
time to time; provided, that the dividends payable to holders of Class I3 
Common Stock m any year shall in no event exceed five dollars ($5.00) 
per share of Class B Common Stock per calendar year and once such 
amount has been distributed to holders of Class B Common Stock such 
holders !&ill be entitled to receive no further dividends or other 
distributions in such year and any dividends and distriions in respect of 
Common Stock m excess of such amount shall be paid ody to holders of 
Class A Common Stock. 

B. Voting 

Except as otherwise required by statute, the Class A Common 
Stock and the Class B Common Stock shall vote on all matters together as 
a single class, with each share being entiffed to cast one vote. 

C. Liquidation Rights 

In the eveat of any dissolution, liquidation or winding up of the 
af%h of the corporation, whether voluntary or involuntary, after payment 
or provision for payment of the debts and other liabilities of the 
corporation, the relnfiining assets and funds of the corporation shall be 
divided so that holders of Class B Common Stock receive two hundred 
dollw ($200.00) per share of Class B Common Stock held by such holder 
atrd boklbrr of CIaSe A Common Stock receive all remaining assets and 

of tho corpo16#on, divided ratably among the holders of Class A 
Gpaunonstoc)c, 

m- h of a vote of stockholders, Written consent to the 
fbro ow ~ ~ m @  bas been vat by the hol@ of all of the outstanding stock 
anti ! ed tu vote thevm Md all o P @ outelanding stock of eaoh class entitled to vote 
th- fts a o b p  in aoqmbw VrJtb the provSsions of  Sedion 228 of tbe General 
Corpora(lw trtpr of thq S ; q d  such amendment bas been duly 
iaccordan;;ewitfltlle tion 242 of the Genep! '&&retion ' t -  Law 
s ~ t e  : .  ofli)t?awke. ! . C,'!. I .  

' .  . 
, .  

FOURTH. The effkctive date of this Certificate of Amendnient shall 
be August 2,2001 at 12:OO p.m. Delaware time. 
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IN WITMESS WHEREOF, Powergen US Investments Corp, has caused 
this certifcate to be signed on the 2nd day ofAugus t ,2001. 

POWERGEN us R\IvEsTMENTs 
cow. 

By: 

. "  

. .  . ,.. 
. _. 

t .  , , 

.! " . 
_ .  . -  

. -.! : i 

. .  
I 

. i  

.. 1 
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CERTIFICATE OF INCORPORA‘T‘ION 

OF 

POWERGEN US W S m  COW. 

A d o m  in accordance with Sections 242 and 245 of the Delaware 
General Corporation Law (“DC3CL”). 

FIIRST. Tht riame of the Corporation is Powergen US Investments Corp. 
The date of  the filing of the original oertificater of incorporation is Dtxxxak 1,2000 and 
such certificate of incorpdration became effedve on Dcwmber 2,2000. 

cornota stock. 
SECOND. The CarP0rat;ion has issued and received payment fur its 

THIRD. This rwtats?d certificate of incorporatjon restates anti integrates 
provisions of the certificak of incorporation of said Corporation and has bcen duly 
adopted h accordance with the pmvisionS of Sections 242 and 245 of tbt DGCL by thc 
Board of Directors ofthe Corporation and by the conscat ofits sole shareholder. 

FOURW. This rcstnted certiftcate of incorporation shall become 
effixtive on August 2,2001 at 12:15 p.m. Delaware h e .  

FIFTH; The text of the certificate of incorporation is hereby amended and 
in full as set forth in herein: 

$WOW, The addmss of the corporation’s registered oface in the State 

of w l a m  is Corporadon T N  CunW, 1209 Orange Street in the City of w b b ~ t a ,  

County of New Castle. The mime of its registered 0geat at such address is The 

Corporation Trust Company. 
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THIRD. The purpose of the Gorpmtion is to engage in any la* act or 

advity for which corporations may be ot&uriz;ed under the General C o p t i o n  Law of 

Delaware, 

FOURTH. The total Llumber of shans which the corparation shall have 

authority to issue is 1 ,I 00 of Common Stock, of which 1,000 shares, par valw 

$0.01 per share, &dl be dr?signatcd as “Class A Common Stock”, and 100 shares, par 

value $0.01 pcr sharc, shall bc designated as “Class B Common Stock” (Class A 

Common Stock and Class B Common Stock, takm togethw, shall be referred to herein 8s 

“Conmorl stock’?. 

The following is a statemeat of the designations, preferences and relative, 

participating, optional or other special rights, and the qudifications, limitations or 

restrictions thereof, of each of .the Class A Common Stock and the Class B Common 

stock. 

A. Divibands 

Subject to my &et provisions o/W Certificate of Jpcorparation, 

u amended fiom timc to time, hot&rs of Clase A C o w o n  Stock and Class B 
Commaa Stock shall be antitled to receive equally on a p share b&s sutk 
dividqda and aibat &t@utlons in cash, stock or pm of the  ratio$  IS 

may bc deciard thereon by the Board of Directors ikom time to time; provided, 

that &.e dividends payable to holders of Class B Common Stock in any year shall 

In no event exceed five dollars (S5.W) per h e  of Class B Common 3tciEk per 

calendar yeer and once such mount hes been distribrlrted to hokk~s of Class B 

Common Stock such holders shall be entitled to r d v e  no Turthcr dividends or 

1 
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d e r  distributions in such year and any dividends and distributions in respeGt of 

Common Stock in excess of such amount shall be paid only to holders ofclass 

A Common Stock. 

B. Voting 

IjxcepC &i: otherwise requited by statute, the Class A Common 

Stock and the Class B Common Stock shall vote on all mattes together as a 

single class, with each share being entitled to cast m e  vote. 

C. Liquidation Rights 

Ia the event of any dissolution, liquidatioa or winding up of t b ~  

affairs of thc corporation, whether voluntary or Involuntary, after payment or 

&sion for payment of @e &bts and other liabilities of the caporation, the 

remaining assets and fimds of the Fotporation shall bc divided so tbat holders of 

Class €3 Common Steck TBcBive two hundred dollars ($200.00) per share of 

Class B Cammon Stock btM by mch [holder and holders o E C ~ S  A Common 

Stock rcceive all remstrfry: assets and funds of the curparation, divided nbtably 

anon$ the holden of Class A Comm Stoczlr. 

. SSXTH. The bard of directon of the corparation is expstssly authorized 
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SEVEMH. Eledioav af dirpctors need not be by written ballot except 

a d  to the extent PKWided in the by-ltiws of the ~ o r p ~ r a t i ~ n .  

EIGHTH. The number ofdirectors of the corporation shall be fixed iiom 

time to time purslusnt to the by-laws of the Corporation. Any d W b r  OT the erstkc board 

of directors may be moved, with or without cause, by the holdas of a majority ofthe 

shares st the tjme entitled to vote at an election of m r s .  

NINTH. Any action required or permitted to be takm by the holders of 

CQIWIOXI Stock of the corporation, including but not limited to the election of directors, 

may be taken by written consent or consents but only if sorh consent or consents ate 

signed by all holders of Cormnon Stock 

TENTH. A director of the corpordon shall not be liable to the 

corporation or its stockholden for monetary damages for breech of fiduciary duty a5 a 

director, cxcapt to the extent ion h m  liebility or limitation thereof is 

not pBnaitted under the Delaware G e d  Corporation Law as currently in effect or DS 

the same m y  brwtptCa be ammdcd. No amendment, modification or repeal of this 

Article TENTH shall abversely OJfVect any right or protection of e dimtor that exists at 

ELEVENTH. The efktive time and date of this Certificate of 

on time, on Ilccember 2, ZOOO. 

x *  *..$..$. L 1  .t4r F "  .. '+" . (.r - * - * e ,  .Hi, n* . -  .,+ - 
TWELFTH. Any shares vf Common Stock redeemed by the curporntion 

in any m m ,  whether through redamptian, recapitalkation, repurchase or otherwise, 
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shall automatically and without any action by the wrporatim be retired imediately 

upon payment therefore by the wrponrtion, no such redeemed shares may be reissued by 

the corporation and the number of authorized shares of Common Stock shall be reduced 

by the number of shares redeemed and retired 
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IN WITNESS WHEREOF, Powergen US Investments Corp. has caused 
this certificate to be signed on the day of -st ,2001. 

POWRGEN US INVESTMENTS 
cow. 

N k e !  Ronal 
Title: a- 

. .  . :; L r  b ' .  *'?+'.% .a1: t>+: *."' , ...e,,* ' - , - > . .  
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CERTIFICATE OF WTIREMENT OF STOCK: 

POWERCiEN US INVESTMENTS COW. 

Powergen US Investments Cop., a corporation organized and existing 
under the General Corporation Law of the State of Delaware (the “Corporation”), 

DOES HERESY CERTIFY: 

FIRST: That at a meeting of the Board of Directors of the Corpomtion, a 
resolution WBB duly adopted that provides for the repurchase of shares of the capital stock 
of the Corporation from Powergen USA, a Delaware general partnership, and imrnediab 
cancellation and retirement of such shares of the capital stock of the Corporation to the 
extent hereinafter set forth. 

SECOND: That the shares of capital stock of the Corporation, which are 
retired, are identified as thirty-four (34) shares of the Class A Common Stock with a par 
value of $0.01 per share, and represented by ahare certificate number 002, which are 
being retired as of the effective b e  of this Certificate of Retirement of Stock. 

THIRD: That the Certificate of Incorporation, as mended, prohibits the 
reissuance of the shares of Common Stock when so retired; and pursuant to the 
provisions of Section 243 of the General Corporation Law of the State of Delaware, upon 
the e f f d v e  time of the filing of this Certificate of Retirement of Stock as therein 
provided, the Certificate of Incorporation, as amended, of the Corporation shall be 
amended so as to effect a reduction In t& authorized number of shares of the Class A 
Common Stock to the extent of thlrty-ibur (34) shares, being: the total number of shares 
retired with a par value of $0.01 p r  shane and an aggregate par value of thirty-four cents 
($0.34). giving effect to the reducth effected by this Certificate of Retirement of 
Stock, the number of authorized &arcs of Class A Common Stock of the Corporation 
shall be nine-huadred sixty-six (966) dwm. 

pQuRTH: T h i s  CerliAcate of Retirement of Stock &all be uflective on 
August 2,2001 at 12:30 p . ~ .  Dtllawa0.0 t h e .  
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IN WITNESS WNEREOF, the undersigned has caused this Caxtificate of 
,2001, Retirement of Stock to be executed and delivered, this a d d a y  of Ausust 

Powergen US Investments Gorp. 

B 

Assistant Sccretafy 

. .. i " -..* .LI 

. "., i t  I . . I _  .. . j.,"., : . ::..e .. ..- .-...... "*. .--- 
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CERTIFICATE OF AMENDMENT 

OF 

CERTIFICATE OF INCORPORATION 

OF 

POWERGF3J US INVESTMENTS COW. 

Powergen US Imestmsnts Corp., e Delaware? corporation, hmby certifies 
as follows: 

FIRST, The Board of Dkckm of said corporation duly adopted a 
resolution setting forth and declaring advisable: the smmdment of the certificate of 
incorporation of wid corporation to delete the first paragraph of the paragraph FOURTH 
in its entirety and replace such first pmgraph of paragriipb FOURTH with the following 
provision: 

FOURTH. The total number of shares which the corporation shall 
have authority to issue is 1,266 shares of Common Stock, of which 1,166 
shares, par value $0.01 per share, sWl be designated 85 “Clefis A 
Common Stock’, and 100 shares, par value $0.01 per share, ahall be 
designated as “Class B C O ~ O I I  Stock” (Class A Common Stock and 
Class B Common Stock, taken together, shall be referred to hmin as 
”Common Stock”). 

SECOND. The Board of Directors of said corporation duly adopted a 
resolution setting forth and declaring advisable the amendment of the certificate of 
incorporation of said corporation to delete the paragraph B of the paragraph FOURTH in 
its entirety and replace such paragraph B of psragmph FOURTH with the following 
provisicm: 

FOURTH. 

B. Voting 

Except as otherwise required by statute, (i) each share of Class A 
Cornon Stock shall be e-ntitled to cast one vote on all matters and (ii) the 
Class B Common Stock shatl not be entitled to vote on my matter. 

THIRD. In Iieu of a vote of stockholders, written consent to the 
foregoing mendmmts has been given by the holders of FLU of the outstaading Btock 
entitled to vote thereon and all of the outstanding stock of each class entitled to vote 
thereon as B class in accordance with the provisions of Section 228 of the General 

NY1252993 1136.3 
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Corporation. Law of the State of Delaware; and such amenbent has been duly adopted in 
ac~ordancc with the provisions of Section 242 of the Genera1 Corporation Law of the 
State of Delaware. 

FOURT)I[. The effective date of this Certificate of Amendment shall 
be October 25,2001 at 1 1 ;30 a.m. Delctware time. 

Wl2520.331126.3 
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IN WITNESS -OF, Powqcn US I n v h a  Gorp. has cauped 
tMs cmtificat~ to be signed off the 25th day of October, 2001. 

POWERGENUS lNVESTMENTS 
COW, 

n 

By: 

I .  
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SECOND REISTA'IED CERTIFICATE OF INCORPORATION 

OF 

POWERGEN US INvESTMLfNTS CORP. 

Adopted in accordance witb Sectims 242 arld 245 of the Delaware 
General Cospontion Law ((DoCL"). 

FIRST. The name of the Corporation is Powergen US Invcstrnetlts Cop, 
The date of the filing of the original certificate of incarpomtion is December 1,2000 and 
such canificate of hwqmation b w m e  tfiectivc on December 2,2000. The date of 
filing of the fiat restated Ocrtifjscate of hcoIporation is Augwt 2,2001 and such rcstated 
d f i c a t e  of incorporation became eKective on August 2,2002 at 1215 p.m., Delaware 
time. 

SECOND. The C o r p d o n  has issued and mejved payment for its 
common stock. 

THTRD. This second restated certificate of incoporation restates wd 
integrates provisions of the certificate of incotpation of said Corporation amd ]has bctn 
duly adapted jn accordanee with thc provisions of Sections 242 and 245 ofthe DGCL by 
the Board of Directors of the Corporatim and by the consent of its sole shareholder. 

FOURTH: This second restated certificate of incorporation shall become 
dfiective on October 25,2 1 at 11:45 a.m. Delaware time. 

FIFTH: The text of the certificate of hmporation i s  h a b y  amendd and 
restated to read in full as set forth in herein: 

FIRST. "be m e  of the oorporatim is Powsrgen US Invwtmmts Carp. 

SECOND. The address of the corpOratim's registered office in the State 

of Delaware is Corporation T w t  Center, 1209 Orange Street in the City qf Wihgton, 

County of New C d e .  The neme of its registered agent at such addms is The 

Corpomtioxl Trust Company. 
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THIRD. The purpose of the corporation is to engage in any lawfkl act or 

activity fbr which corporations may be organized under the Wml Corpomtio~~ Law of 

Delaware. 

FOURTH. The total number of shares which the corpo~atim shall have 

authority ta issue is 1,266 s h e s  of Common Stock, of which 1 ,I 66 sbwes, par value 

$0.01 per share, shall be designated as ‘’Class A Cormnoa Stuck“, bnd 100 shares. par 

value $0.01 per share, shall be designated as “Class B Common Stock” (Class A 

Common Stock and Class B Common Stock, teken tagether, shall be ref& tQ herein as 

“Commcm Stock”). 

The folIowing is a statement of the designations, prefknmccs and relative, 

participating, optional or other special rights, and the qualifications, limitations or 

restrictiuns thereof, of each of the Class A Commcm Stock and the Class B Common 

Stock. 

Subject to any other p f O V i B h l S  of the Certiticatc of I n ~ a t i ~ n ,  

as mended from time to t h e ,  holders of Class A Common Stock a d  Class B 
Common Stock shall be entitled to nxeive equally on a per sharc basis such 

dividends and other distributions in cash, stock olrproperty of  the Forparation 88 

tba the dividends payable to holden of Class B Common Stock in any year shall 

in no event exceed five dollars (SS.00) per share of Class B Common Stock per 

calendar year and once such amount has been distributed to holders of Class B 
2 
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Common Stack such holders shall be d t l e d  to receive no further diddads OJ 

other distributions in such year and any dividends and distributions in respect of 

Common Stock in excess of such amount shall be paid only to holders of Class 

A Common Stock. 

B. Voting 

Except as athmise required by atatute, (i) each share of Class A 

Common Stock shdl be entitled tu cast one vote on all matters and (ii) the Class 

B Common Stock shall not be cmtitled to vote on any matter. 

C. Liquidation Rigbts 

Ia the went of any dissohrtion, IjquiWan or winding up ofthe 

affairs of the G O I ~ O ~ ~ ~ ~ O U ,  whether voluntary or involuntary, after payment OT 

provision for payment of the dcbts and otbet liabilities of the corporation, the 

r m W g  assets and funds of the CarpOration shall be dhided so that holaerS of 

Class B Common Stock 

Class B Common Stock held by such holder and holders of Class A Common 

Slock Tecejve all remaining assets and h d s  of the corporation, divided ratably 

among tho holders of Class A Common Stock. 

8 two b e  dollars (%ZOb.OO) per share of 

FIFTH. Tho name and mailing addrese of the i n w w  is Scott I. 

Sormenblick, c/o Sullivan & C m e l l ,  125 Broad Stmet, N w  York, New York 10004. 
81 
9 > 

r , .  -.* 

SIXTH. The board of directars of the corporation is expressty authorized 

to adopt, mend or repeal by-law of the corporation. 

3 
NY12929s1598.2 
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SEVENTH. Elections of directors nced not be by written ballot except 

and to the extent provided in the by-laws of the corporation. 

EIGHTH. The nmk of d i r ~ r s  of the mporation shall be fixed fpclm 

time tn time pursuant to the by-law of the corporation. Any director or the entire board 

of directors may be removed, with or without cause, by the holders of a majority of the 

shares at the time entifled to vote at an election of dlectors. 

NINTH. Any action required or permitted to be taken by the holders of 

Common Stock of the corporation, including but not limited to the e l d o n  of directors, 

may be taken by written consent or consents but only if such consent or consents are 

signed by all holders of Common Stock. 

TlXI'H. A director of the wrporatim shall not be Liable to the 

corporation m its stockholders for monetary damagw far breach of fiduciary duty as a 

director, except to the extent that such memption from liability or b&atbm themof j6 

not padtted under the Delaware Gcnwal corporation ]Law as currenfly in cfftct ur &B 

the same may hereafter be amended. No amendment, modification or repeal o f  this 

Article TENTH shall adversely affect any ngbt OT plotwtion of a director tJlat exists st 

the time of such amendment, modifidon or repeal. 

ELEVENTH. Any shares of Common Stock redmed by the corporation 

in any mmer,  whcthcr through redemption, rw;aPitaliZation, repurchase or otherwise, 

shall automatically and without eny action by the kporation be ntired imkxliattly 

upon payment therefore by tha carporation, no such redeemed shares may be reissued by 

4 

NY )2529:331598.2 
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the corporation and thc number of authorized shares of Gnnmon StoGk shaU be reducwi 

by the number of shares redeemed and retked. 

5 
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IN WITNESS WHEREOF. Powergart US lnvestmmts Chp. has causerd 
this certiiictit~ to be signed 011 dm 25th day of October, 2001. 

POWERGENUS INVESTUENTS 
G Q W .  

By: 

I ’, 

i 

, .  

.” 
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STATE OF DELAW 
SECRETARY OF ST%Iz  

D.WIS.ZON OF CORPORATIONS 
F I L E D  12: 00 PM L0/25/2001 

01 0534629 - 3323546 

OF 

POWERGEIV HOLDINGS LLC 

0 

POWERGEN US INVESTMENTS COW. 

(Under $ d o n  264 oftbe General corpwatlpn M of the Sfate of Delaware 
end $ d o n  18-209 ofthe D t l ~ m  Limited Liability Cornpany Act) 

’ h e  undersigned corporation DOES HEREBY CERTIFY: 

m T :  The name and jurisdictirus of formatim w organization of 
each of the constituent dt ies  which is to merge are as fbllow~: 

Jurisdi&onof 
Name Formation or Chxidzd on 

Powcrgezz Holdings LLC Delaware 

Powergen US Invcstxnm Carp. lklSWEUC3 

SECOND: An @emeat and Plan of Merger, between Powergen US 
Investments Corp. and Powergen Holdings UC, has beem appraved adopted, owtifid, 
executed and acknowledged by each of the constituent entities h accardance with Section 
264(c) of the General Gopmtion Law ofthe State of Delaware, 8 Del. C. $101, et sq. 
(the “GCL”) and S d c m  18-209 of the Delaware Limited Liability Coarpaay Act, 6 ]Del. 
- C. $184101, et seq” (the “Act”). 

Powergen US Investments Corp. The certificate of Xuwrporatioq as acnerid& of 
Powergen US Invcstmcnts Corp. shalt bc the ccrtificidr? of Incorporation of tbo surviving 
Delaware corppratim. 

FQWRT€k The meqp of Poumgqs Hokhgs LLC bto Powargerr US 
Investments Cow. shall be ef5xtivc 

FIFTH: The executedAgrce2nwrt Plan ofkgerki on Ale Bt a 
place of bushp of 
business of the stwiving Delaware corporation is 220 West Main Street, Louisville, 
Kentucky Qcy232. 

fbmished by the surviving Delaware carporston, on request and without cost, to any 

m: The IlflIp8 of tbc surviving Delaware corpomtiou is 

October 2!5,2001 trt 12:OO p.m. Delaware time. 

suyivfag Delme  corporation. @c address of such placc ,of 

SIXTH. A cop of the Agreement and Plan of Merger will be 
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member of Powergen Holdhgs LLC, and to any stoc)cholder of Pawtrgen US 
Investments corp. 

rifi 013 
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nrJ WITNESS WHEREOF. the rnrdersigned has duly CXCCUtCdl this 
certificate of Merger this 25th day of  October 2001. 

powERc3m us INVESTMENTS cow. . 
By: 

h x d d  Miller 1 
Assistant SerreCary 

L'" . ' 
.tl ,e " i . 
1 . .  



POWERGEN US I N v E S W m S  GORP. 

DOES HERESY CERTWY: 

FIRST: That at a m d n g  ofthe Board of Directors of the Corpomtian, a 
resolution was duly adapted &at provides for the rcpurcbrse of s h e s  of the capital atoGk 
of the Corporation fmm Powergen USA, a Debwarc g m d  parmcrsbip, and immediate 
cancellation and retirement of such sbarcs of the capital ~tock of the Corporation to the 
extent hereinafter set forth. 

SECOND: That the shares of capiul stock of rbc CorpCnation, which arr? 
retired, arc identifitd 85 seven bundred fifty-wo (752) &aros of the Class A Common 
Stock wirh a pa' value of $0.0 1 p a  share, aad reprosentdl by sham certificate nllfDbcr 
004, which u c  being retired BS of the offective bine of this Certificate of Rctbmaat of 
Stock 

THIRD: That the CertifiGSta of bgpomion,  as amended, prohi%i& the 
nismzance of thr: shares of Common Stock whca so rstired; md p w m t  to the 
provkions of Section 243 of the Gene& Cosporation Law of the Stat0 of Debware, upon 
tbe effective tisat ofthe filjng oftbis certificate of Rotitcmaat of  Stock 8~ therein 
provided, the Ccrtdicatt of fpcorporation, BS ibmiendcd, of the corpclration shalt be 
arnendod EO as to cffcct a reduction in the authorizdl nrrmber of sharts O f  the Class A 
Common Stock to the went of sevm hwdd fifty-wo (752) shares, being the tatal 
number of shares retired with a par value ofS0.01 per sham and an a-gste par value of 
seven dollars and fifty-two cents ($7.52). Aftcr givirrg effect to the reduc.ti~n effbtd by 
this C&ate of Retirement of Stock, the mrmber of authorized shams of Class A 
Common Stock of the Corporation sbU be four hmdrcd fourteen (414) shares. 

FOURTH: Thts Catificate! of Retirement of Stock shall be eff&ve on 
October 25,2001 at 12;15 pm., fila- h e .  



B 
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SECRETARY OF s ~ ~ & 1 7  

DX VISION OF CORPORA T.IONS 
F I L E D  12:30 PM 10/25/2001 

01 0534 6.38 - 332354 6 

CERTIEICATE OF N R G  

OF 

POWERGEN US HOLDINGS COW. 

0 

POWERGEN US IlyvEsTMENTs COW. 

(Undm S d o n  251 of the h e r d  Ccrparatton Law of the State of Delaware) 

Theundrrsi@carporationDOESHEREBY (XRm. 

FIRST: The name anb state of incorporation of each of the 

N ~ E  State of Incmoration 

wnstimt entities which is to merge am as follows: 

Powergen US Holdings Cow. Delaware 

SECOND: An Apeeqmt and Plan ofMerger, between Powergen US 
Holdings Corp. and Powgen US I n v ~ ~  C q .  haa been q p m v ~ 4  adopted., 
d i e d ,  executed aad acknm1edged by each of the constituent entities in accordance 
with Section 251 ofthe Cotgoretion Law ofthe State of Delaware. 

'IHIRD: 

F0URII.f: 

The Illpllle of the sun4vbg Delaware wrpor~&n js 

The CertJilcate of Incorporation of Powcrgw US 

P o v v e r g e n u s ~ ~ s o o r p .  

Investments Cop., as amended, shall be the Certificate of hcorpmatkm of the surviving 
Delaware corporation, 

m The mer of Powergen US Holdings CMp. into Pvwergen 
US Investment Corp. shall be ef€kdivts on October 3,2001 at 1230 p.m. Delaware time. 

The executed Agreement end Plan of Merger is oa Ale at a 
placc ofbusinsss ofthe surviving Delawwe wrpodon, the address of such place of 

Kentucky 40232. 

SIXTH: 

business of the survi*g corporation is 220 West Main Sh&, Loujsvillc, + ; I' 
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SEVENTH[. A copy oftbe Agrwmmtand Plan of Merger will be 
furnished by the BuryivinB Delaware corporatioa, oxinsquastand withut cost, to any 
stoGkholder of Puwergcn US Holdings COT. and Powerjp US Investme3dts Cmp. 

! 

. .- 
,,* - ;" 

. . _ ,  . .  ,. . .,. " *  c 
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IN WMNESS YVHEREOF, the u n d d  has duty executed this 
Certificate of Merger this 25th Qry of octtlber 2001. 

POWERGEN US MvES'I?MEN?'S COW. 

By: 

Assistants- 
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STATE OF DELAWARE 

SECRETARY OF STA 020 
DIVISION OF CORPORAf?ONS 
F I L E D  22:45 PM 10/25/2001 

01 0534666 - 332354 6 

! 

CIIERTIEICATE OF MERGICIR 

OW 

POWERGEN USA 

POWERGEN US -S COW.  

(Under Section 263 of the Genetal Corparation Law of the Sta& of Delaware and 
Section 15-902 of the Revised Uniform Partnership Act of the State of Delaware) 

FIRST The name and state of formation of each of the constituent 
entities which is to merge are as fbllows: 

Name State of Formation 

Powergm USA Delaware 

Powtrgen us lnvwtments corp. Delaware 

SECOND: An AQseement and Plan of Merger, between Powmgm 
USA aad Powergen 'US InvRsb;dat!? Cop. kaw been p d ,  adopt@ wrtsfied, 
ex and 
Section 263 of the Ocneral corpcwatm Law of tJm %te of Delaware and Section 15-902 
of the Revised Uniform Partnership 

powergenus Lrvestment!? cow. 

of the State, of zlelawanr. 

THIRD: ' h e  of the guryiyiaIs Delaware coiponition Is 

POURT€k The CeMicate of Ixlmrporation of Powergen US 
Investments Carp., as amended, shall be the Certisoate of Incorponsdon of the surviviflig 
Delaware w m o a .  

FIFTR . ?he merger o f  Powargcn USA into Pow&m US 
Invwtmcmt Corp.,shall bo e f f d v e  on October 25,2001 at 12:45 p.m. >, Delsware I - time. , I  

:> ;,;.' 
' s m :   he ctxtcutrtd ~grenntnl: 

place of business of the surviving Delaware ccnpond;ro . n, the address of such place of 
business of the mrviviug corporation is 220 West Maia Strrst, Louisville, 
Kentuclqr 40232. 

. .  .r . . , ' , \  * , -  ' *. 
. ,  

P~an of Mtiger is on file at a 
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IN WITNESS W'HEREOF, tbe udasigned ha9 ddy exewted this 
Cedfh te  of Merger this 25th day of Octobw 2001. 

POWERGEN us l[NvEsTMEms CORP. 

I 

.. . -  



10/25/2001 l1:03 FAX 212 558 3887 9&C 125 BD 54FL @I 023 

I 

CaRTIplCATE OF RETN3kWNT OF STOCK 

POWERGEN US INVESTMENTS COW. 

Powergen US Investments Corp., a corporation organized and existing 
under the General Corporation Law of the State of Delaware (the “Corporation”), 

DOES NuEmY CERTIFY: 

FIRST: That at a meeting of tbe Board of Directors of the Corporation, a 
resolution WBS duly adopted that provides for the cancellation and retiremedt of shares of 
the capital stock of the Corporation pwsuant to a mwgcr agrement bGM@n the 
Corporation and Powergen USA, a Delaware general partnership, 

retired, me identified as two hundred fourteen (214) shares of the Class A Common Stock 
with a par value of 50.01 per shore, and represented by share certificate number 005, 
which BE being retired as of the effective h e  of this Cdfieate of Retirement of Stock. 

THIRD: That the Ctrtifcate of Jncoxpomtion, as amended, prohibits the 
reissuance of the shares of Common Stock when so fitid; and pursuant to the 
provisions of Section 243 of the t3emraI Corporation Law of the State of Delawm, upon 
the effective time of the filing of this Certjficate of Retirement of Stock as therein 
provided, the Certificate of Incotpmtion, as amended, of the Corporatioa shall be 
amended so as to effect a reduction in the authorized number of shares of the Crass A 
Common Stock to the extent of two hundred fourteea (2 14) shams, being the total 
number of shares retired with a par value of $0.01 per share and an aggregate par value of 
two dollars and fowteen cents ($2.14). After giving effect to the reduction effected by 
this Certificate of Retirement of Stock, the number of authoxized shares of Class A 
Common Stock of the Corporation shall be two hundred (ZOO) shares. 

SECOND: That the shares of capital stock of the Corporation, which are 

FOURTH: Tbis Certificate of Retirement of Stock shall be effective on 
October 25,2001 at 1246 p.m., Delaware time. 

I I (  

NY 12534: 821911.1 

STATE OF DELAWARE 
SECRETMY OF STATE 

DXVISION OF CORPORATIONS 
FILED 12~46 PM 10/25/2001 

01 0534670 - 3323546 
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M WITNESS l?&EREOF, the unddgued has cwwdtbis Certificate of 
lRp.;tirement of Stock to be exmted aad d e l i v d ,  this 25th day of October, 2001. 

Powergen US Invwtments Corp. 
A 

B 

-2- 
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CERTIFICATE OF RETIREMEN” OF STOCK 

Powergen US Investments Carp., a corporation organized and existing under the General 
Corporation Law of the State of Delaware (the “Corporation”), 

DOES HEREBY CERTIFY: 

FIRST: That the Board of Directors of the Corporation adopted by unanimous written 
consent in lieu of a meeting, a resolution that provides for the rcdmption of shares of the capital 
stock of the Corporation h m  Powergen US Securities Ltd., an English limited company, and the 
irnrncdiate cancellation and retirement of such shares of the capital stock of the Corporation to 
the extent hereinafter set forth. 

SECOND: That the shares of capital stock of the Corporation, which are redeemed, arr 
identified as 50 Class B shams, par value $0.01 per share, and represented by share certificate 
number 001, which are being redeemed and retired as of the effective t h e  of this Certificate of 
Retirement of Stock. 

THIRD: That the Certificate of Incorporation, as amended, prohibits the reissuance of 
the sheres of Common Stock when so retired; and pursuant to the provisions of Section 243 of 
the General Corporation Law of the State of Delaware, upon the effective time of the filing of 
this Cwtificate of Retirement of Stock as therein provided, the Certificate of Incorporation, as 
amcnded, of the Corporation shall be amended so as to effect a reduction in the authorized 
number of shares of the Class B Common Stock to the extent of 50 shares being the total number 
of shates retired with a par value of $.01 per share and an aggregate value of %lO,OOo. AAer 
j&ring effect to the reduction effwted by this Certificate of Retirement of Stock, the number of 
authorized shares of Class 33 Common Stock of the Copration shall be 50 shares. 

FOURTH: This  Certificate of Retirement of Stock shall be effective upon its filing with 
the Secretary of State ofthe State of Delaware. 

STATE OF RELAWARE 
SECRETARY OF STATE 

DIVISION OF CORPORATIONS 
F I L E R  12:30 PM 12/31/2002 

020811677 - 3323546 



DES-31-2002 12:13 CT CORP. 513 621 0116 P.03103 

IN WITNESS 'WHEREOF, the undersigned has caused this Certificate of Retirement of 
Stock to be exmuted and delivered this 31st day of Docember, 2002. 

Powcrgen US Investments C o p .  

, 

! 

Title; Assistant Secretary 
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CERTIFICATE OF AMENDMENT 
OF 

CERTIFKCATE OF INCORPORATION 
OF 

POWERGEN US IIvilrssTMEHTS COW. 

Powergen US Investments Carp,, a corporation organized and existing under and by virtue of the 
General Corporation Law of the State of Delaware, 

DOES HEREBY CERTIFY: 

FIRST: That the Board of Directors of Pomgcn US In\.esbnents Corp., by the unanimous 
wntten consent of its membas, filed with the minutes of the board, duly adopted resolutions setting forth 
a proposed amendment to the Certificate of Incopration of said corporation, declaring said amendment 
to be advisable and d i n g  a mating of the stockholdas of mid corporation for consideration thereof. 
The resolution setting forth the propoaed amendment is as foUows: 

RESOLVED, that the certificatt of Incorporation of this corporation be mm&d by 
changing the FK6t Article thereof so that, as amcnded said Article Shall bc and read as 
follows: 

"The Name of t b  corporation i s  EON US Investments Corp." 

SECOND: Tht thesifter, p u r m t  to resolution of its Board of Direnors, a special meeting of 
the stockholders of said corporrrtion WBS duly called and held upon written waiver of notioe s i p d  by all 
stockholb, at which meting the necesswy number of shares as required by statute Were voted in favor 
of the amendment. 

'MRD: That said amendment was duly adopted in accordance with the provisions of Section 
242 of the General Corporation Law of the State of Delaware. 

FOURTH: That this Certificate of Amendment of the Certificate of hmrpomtion shall be 
effwtive on March 3,2003. 

M WITNESS WHEREOF, said Powergen US Investments Corp. has caused this certificate to be 
signed by Ronald It. Wllcr, its Assistant Secretary, this 3d day of March, 2003. 

POWfjT(GEN US INVESTMENTS COW. 
A 

BY: 
bnaldt .  Miller, ! 

TOTFI- P.02 



SECRETARY’S CERTIFICATE 

I, John R. McCail, do hereby certify that I am a duly qualified and acting Vice President 
and Secretary of E.ON TJS Investments Corp., a Delaware corporation, (the “Company”), and 
that as such officer, I have access to all original records of the Company and that I am authorized 
to make certified copies of Company records on its behalf. I further hereby certify that the 
attached By-laws are a true and correct copy of the By-laws of the Company, and that the same 
have not been altered, amended or repealed. 

day of May 
22 41‘ 

IN WITNESS WHEW,OF, I have executed this Certificate this 
2010. 

Vice Prekident and Secretary 



~ E ~ M E ~  TO BY-LAWS 

OF 

E.ON IJS INVESTMENTS COW. 

Dated March 5,2004 

ARTICLE TI 

Board of Directors 

Section 2.6 
majority of the entire board shall constitute a quorum for the transaction of business. The vote of 
a majority of the directors present at a meeting at which a quorum is present shall be the act of 
the Board unless the Certificate of Incorporation or these by-laws shall require a vote of a greater 
number. In case at any meeting of the Board a quonun shall not be present, the members of the 
Board present may adjourn the meeting fiom time to time until a quorum shall be present. 

Quorum; Vote Required for Action. At all meetings of the Board of Directors, a 



BY-LAWS 

OF 

POWERGEN IJS INESTMENTS COW. 

ARTICLE r 
Stockholders 

Section 1.1. Annual Meetings. An annual meeting of stockholders shall 
be held for the election of directors at such date, time and place either within or without 
the State of Delaware as may be designated by the Board of Directors from time to time. 
Any other proper business may be transacted at the annual meeting. 

Section 1.2. SDecial Meetings. Special meetings of stockholders may be 
called at any time by the Chairman of the Board, if any, the Vice Chairman of the Board, 
if any, the President or the Board of Directors, to be held at such date, time and place 
either within or without the State of Delaware as may be stated in the notice of the 
meeting. A special meeting of stockholders shall be called by the Secretary upon the 
written request of stockholders who together own of record a majority of the outstanding 
shares of each class of stock entitled to vote at such meeting. The written request of the 
stockholders must state the purpose of the meeting. 

Section 1.3. Notice of Meetings. Whenever stockholders are required or 
permitted to take any action at a meeting, a written notice of the meeting shall be given 
which shall state the place, date and hour of the meeting, and, in the case of a special 
meeting, the purpose or purposes for which the meeting is called. Unless otherwise 
provided by law, the written notice of any meeting shall be given not less than ten nor 
more than sixty days before the date of the meeting to each stockholder entitled to vote at 
such meeting. If mailed, such notice shall be deemed to be given when deposited in the 
United States mail, postage prepaid, directed to the stockholder at such stockholder's 
address as it appears on the records of the Corporation. 

Section 1.4. Adiournments. Any meeting of stockholders, annual or 
special, may be adjourned from time to time, to reconvene at the same or some other 
place, and notice need not be given of any such adjourned meeting if the time and place 
thereof are announced at the meeting at which the adjournment is taken. At the 
adjourned meeting the Corporation may transact any business which might have been 
transacted at the original meeting. If the adjournment is for more than thirty days, or if 
after the adjournment a new record date is fixed for the adjourned meeting, a notice of 
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the adjourned meeting shall be given to each stockholder of record entitled to vote at the 
meeting. 

Section 1.5. Ouorum. At each meeting of stockholders, except where 
otherwise provided by law ar the certificate of incorporation or these by-laws, the holders 
of a majority of the outstanding shares of stock entitled to vote on a matter at the 
meeting, present in person or represented by proxy, shall constitute a quorum. In the 
absence of a quorum of the holders of any class of stock entitled to vote on a matter, the 
holders of such class so present or represented may, by majority vote, adjourn the 
meeting of such class from time to time in the m m e r  provided by Section 1.4 of these 
by-laws until a quorum of such class shall be so present or represented. Shares of its own 
capital stock belonging on the record date for the meeting to the Corporation or to 
another corporation, if a majority of the shares entitled to vote in the election of directors 
of such other corporation is held, directly or indirectly, by the Corporation, shall neither 
be entitled to vote nor be counted for quorum purposes; provided, however, that the 
foregoing shall not limit the right of the Corporation to vote stock, including but not 
limited to its own stock, held by it in a fiduciary capacity. 

Section 1.6. Organization. Meetings of stockholders shall be presided 
over by the Chairman of the Board, if any, or in the absence of the Chairman of the 
Board by the Vice Chairman of the Board, if any, or in the absence of the Vice Chairman 
of the Board by the President, or in the absence of the President by a Vice President, or in 
the absence of the foregoing persons by a chairman designated by the Board of Directors, 
or in the absence of such designation by a chairman chosen at the meeting. The 
Secretary, or in the absence of the Secretary an Assistant Secretary, shall act as secretary 
of the meeting, but in the absence of the Secretary and any Assistant Secretary the 
chairman of the meeting may appoint any person to act as secretary of the meeting. 

Section 1.7. Voting: Proxies. Unless otherwise provided in the certificate 
of incorporation, each stockholder entitled to vote at any meeting of stockholders shall be 
entitled to one vote for each share of stock held by such stockholder which has voting 
power upon the matter in question. Each stockholder entitled to vote at a meeting of 
stockholders or to express consent or dissent to corporate action in writing without a 
meeting may authorize another person or persons to act for such stockholder by proxy, 
but no such proxy shall be voted or acted upon after three years from its date, unless the 
proxy provides far a longer period. A duly executed proxy shall be irrevocable if it states 
that it is irrevocable and if, and only as long as, it is coupled with an interest sufficient in 
law ta support an irrevocable power, regardless of whether the interest with which it is 
coupled is an interest in the stock itself or an interest in the Corporation generally. A 
stockholder may revoke any proxy which is not irrevocable by attending the meeting and 
voting in person or by filing an instrument in writing revoking the proxy or another duly 
executed proxy bearing a later date with the Secretary of the Corporation. Voting at 
meetings of stockholders need not be by written ballot and need not be conducted by 
inspectors unless the holders of a majority of the outstanding shares of all classes of stock 
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entitled to vote thereon present in person or represented by proxy at such meeting shall so 
determine. Directors shall be elected by a plurality of the votes of the shares present in 
person or represented by proxy at the meeting and entitled to vote on the election of 
directors. In all other matters, unless otherwise provided by law or by the certificate of 
incorporation or these by-laws, the affirmative vote of the holders of a majority of the 
shares present in person or represented by proxy at the meeting and entitled to vote on 
the subject matter shall be the act of the stockholders. Where a separate vote by class or 
classes is required, the affirmative vote of the holders of a majority of the shares of such 
class or classes present in person or represented by proxy at the meeting shall be the act 
of such class or classes, except as otherwise provided by law or by the certificate of 
incorporation or these by-laws. 

Section 1.8. Fixing Date for Determination of Stockholders of Record. In 
order that the Corporation may determine the stockholders entitled to notice of or to vote 
at any meeting of stockholders or any adjournment thereof, the Board of Directors may 
fix a record date, which record date shall not precede the date upon which the resolution 
fixing the record date is adopted by the Board of Directors, and which record date shall 
not be more than sixty nor less than ten days before the date of such meeting. If no 
record date is fixed by the Board of Directors, the record date for determining 
stockholders entitled to notice of or to vote at a meeting of stockholders shall be at the 
close of business on the day next preceding the day on which notice is given, or, if notice 
is waived, at the close of business on the day next preceding the day on which the 
meeting is held. A determination of stockholders of record entitled to notice of or to vote 
at a meeting of stockholders shall apply to any adjournment of the meeting; provided, 
however, that the Board of Directors may fix a new record date for the adjourned 
meeting. 

In order that the Corporation may determine the stockholders entitled to 
consent to corporate action in writing without a meeting, the Board of Directors may fix 
a record date, which record date shall not precede the date upon which the resolution 
fixing the record date is adopted by the Board of Directors, and which date shall not be 
more than ten days after the date upon which the resolution fixing the record date is 
adopted by the Board of Directors. If no record date has been fixed by the Board of 
Directors, the record date for determining stockholders entitled to consent to corporate 
action in writing without a meeting, when no prior action by the Board of Directors is 
required by law, shall be the first date on which a signed written consent setting forth the 
action taken or proposed to be taken is delivered to the Corporation by delivery to its 
registered office in the State of Delaware, its principal place of business, or an officer or 
agent of the Corporation having custody of the book in which proceedings of meetings of 
stockholders are recorded. Delivery made to the Corporation's registered office shall be 
by hand or by certified or registered mail, return receipt requested. If no record date has 
been fixed by the Board of Directors and prior action by the Board of Directors is 
required by law, the record date for determining stockholders entitled to consent to 
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corporate action in writing without a meeting shall be at the close of business on the day 
on which the Board of Directors adopts the resolution taking such prior action. 

In order that the Corporation may determine the stockholders entitled to 
receive payment of any dividend or other distribution or allotment of any rights or the 
stockholders entitled to exercise any rights in respect of any change, conversion or 
exchange of stock, or for the purpose of any other lawful action, the Board of Directors 
may fix a record date, which record date shall not precede the date upon which the 
resolution fixing the record date is adopted, and which record date shall be not more than 
sixty days prior to such action. If no record date is fixed, the record date for determining 
stockholders for any such purpose shall be at the close of business on the day on which 
the Board of Directors adopts the resolution relating thereto. 

Section 1.9. Consent of Stockholders in Lieu of Meeting. Unless 
otherwise provided in the certificate of incorporation or by law, any action required by 
law to be taken at any annual or special meeting of stockholders of the Corporation, or 
any action which may be taken at any annual or special meeting of such stockholders, 
may be taken without a meeting, without prior notice and without a vote, if a consent or 
consents in writing, setting forth the action so taken, shall be signed by all the holders of 
outstanding stock entitled to vote thereon and shall be delivered to the Corporation by 
delivery to (a) its registered office in the State of Delaware by hand or by certified mail 
or registered mail, return receipt requested, (b) its principal place of business, or (c) an 
officer or agent of the Corporation having custody of the book in which proceedings of 
meetings of stockholders are recorded. Every written consent shall bear the date of 
signature of each stockholder who signs the consent and no written consent shall be 
effective to take the corporate action referred to therein unless, within sixty days of the 
earliest dated consent delivered in the manner required by this by-law to the Corporation, 
written consents signed by a sufficient number of holders to take action are delivered to 
the Corporation by delivery to (a) its registered office in the State of Delaware by hand or 
by certified or registered mail, return receipt requested, (b) its principal place of business, 
or (c) an officer or agent of the Corporation having custody of the book in which 
proceedings of meetings of stockholders are recorded. 

Section 1.10. List of Stockholders Entitled to Vote. The Secretary shall 
prepare and make, at least ten days before every meeting of stockholders, a complete list 
of the stockholders entitled to vote at the meeting, arranged in alphabetical order, and 
showing the address of each stockholder and the number of shares registered in the name 
of each stockholder. Such list shall be open to the examination of any stockholder, for 
any purpose germane to the meeting, during ordinary business hours, for a period of at 
least ten days prior to the meeting, either at a place within the city where the meeting is 
to be held, which place shall be specified in the notice of the meeting, or, if not so 
specified, at the place where the meeting is to be held. The list shall also be produced 
and kept at the time and place of the meeting during the whole time thereof and may be 
inspected by any stockholder who is present. 
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ARTICLE I1 

Board of Directors 

Section 2.1. Powers: Number; Qualifications. The business and affairs of 
the Corporation shall be managed by or under the direction of the Board of Directors, 
except as may be otherwise provided by law or in the certificate of incorporation. The 
Board of Directors shall consist of one or more members, the number thereof to be 
determined from time to time by the Board. Directors need not be stockholders. 

Section 2.2. Election; Term of Office; Resirnation; RemovakVacancies. 
Each director shall hold office until his or her successor is elected and qualified or until 
his or her earlier resignation or removal. Any director may resign at any time upon 
written notice to the Board of Directors or to the President or the Secretary of the 
Corporation. Such resignation shall take effect at the time specified therein, and unless 
otherwise specified therein no acceptance of such resignation shall be necessary to make 
it effective. Any director or the entire Board of Directors may be removed, with or 
without cause, by the holders of a majority of the shares then entitled to vote at an 
election of directors. Unless otherwise provided in the certificate of incorporation or 
these by-laws, vacancies and newly created directorships resulting from any increase in 
the authorized number of directors elected by all of the stockholders having the right to 
vote as a single class or from any other cause may be filled by a majority of the directors 
then in office, although less than a quorum, or by the sole remaining director. Any 
director elected or appointed to fi l l  a vacancy shall hold office until his or her successor 
is elected and qualified or until his or her earliest resignation or removal. 

Sectian 2.3. Regular Meetinas. Regular meetings of the Board of 
Directors may be held at such places within or without the State of Delaware and at such 
times as the Board may from time to time determine, and if so determined notice thereof 
need not be given. 

Section 2.4. Special Meetins. Special meetings of the Board of 
Directors may be held at any time or place within or without the State of Delaware 
whenever called by the Chairman of the Board, if any, by the Vice Chairman of the 
Board, if any, by the President or by any two directors. Reasonable notice thereof shall 
be given by the person or persons calling the meeting. 

Section 2.5, Participation in Meetings by Conference TeleDhone 
Permitted. Unless otherwise restricted by the certificate of incorporation or these by- 
laws, members of the Board of Directors, or any committee designated by the Board, 
may participate in a meeting of the Board or of such committee, as the case may be, by 
means of conference telephone or similar communications equipment by means of which 
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all persons participating in the meeting can hear each other, and participation in a 
meeting pursuant to this by-law shall constitute presence in person at such meeting. 

Section 2.6. Quorum: Vote Reauired for Action. At all meetings of the 
Board of Directors of one-third of the entire Board shall constitute a quorum for the 
transaction of business. The vote of a majority of the directors present at a meeting at 
which a quorum is present shall be the act of the Board unless the certificate of 
incorporation or these by-laws shall require a vote of a greater number. In case at any 
meeting of the Board a quorum shall not be present, the members of the Board present 
may adjourn the meeting from time to time until a quorum shall be present. 

Section 2.7. Organization. Meetings of the Board of Directors shall be 
presided over by the Chairman of the Board, if any, or in the absence of the Chairman of 
the Board by the Vice Chairman of the Board, if any, or in the absence of the Vice 
Chairman of the Board by the President, or in their absence by a chairman chosen at the 
meeting. The Secretary, or in the absence of the Secretary an Assistant Secretary, shall 
act as secretary of the meeting, but in the absence of the Secretary and any Assistant 
Secretary the chairman of the meeting may appoint any person to act as secretary of the 
meeting. 

Section 2.8. Action bv Directors Without a Meeting. Unless otherwise 
restricted by the certificate of incorporation or these by-laws, any action required or 
permitted to be taken at any meeting of the Board of Directors, or of any committee 
thereof, may be taken without a meeting if all members of the Board or of such 
committee, as the case may be, consent thereto in writing, and the writing or writings are 
filed with the minutes of proceedings of the Board or committee. 

Section 2.9. Compensation of Directors. Unless otherwise restricted by 
the certificate of incorporation or these by-laws, the Board of Directors shall have the 
authority to fix the compensation of directors. 

ARTICLE 111 

Committees 

Section 3.1. Committees. The Board of Directors may designate one or 
more committees, each committee to consist of one or more of the directors of the 
Corporation. The Board may designate one or more directors as alternate members of 
any committee, who may replace any absent or disqualified member at any meeting of 
the committee. In the absence or disqualification of a member of a committee, the 
member or members thereof present at any meeting and not disqualified from voting, 
whether or not such membex or members constitute a quorum, may unanimously appoint 
another member of the Board to act at the meeting in the place of any such absent or 
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disqualified member. Any such committee, to the extent provided in the resolution of the 
Board of Directors or in these by-laws, shall have and may exercise all the powers and 
authority of the Board of Directors in the management of the business and affairs of the 
Corporation, and may authorize the seal of the Corporation to be affixed to all papers 
which may require it; but no such committee shall have the power or authority in 
reference to the following matters: (i) approving or adopting, or recommending to the 
stockholders, any action or matter expressly required by law to be submitted to 
stockholders for approval, (ii) adopting, amending or repealing these by-Laws or 
(iii) removing or indemnifj4ng directors. 

Section 3.2. Committee Rules. Unless the Board of Directors otherwise 
provides, each committee designated by the Board may adopt, amend and repeal rules for 
the conduct of its business. In the absence of a provision by the Board or a provision in 
the rules of such committee to the contrary, a majority of the entire authorized number of 
members of such committee shall constitute a quorum for the transaction of business, the 
vote of a majority of the members present at a meeting at the time of such vote if a 
quorum is then present shall be the act of such committee, and in other respects each 
committee shall conduct its business in the same manner as the Board conducts its 
business pursuant to Article IT of these by-laws. 

ARTICLE IV 

Officers 

Section 4.1. Officers: Election. As soon as practicable after the annual 
meeting of stockholders in each year, the Board of Directors shall elect a President and a 
Secretary, and it may, if it so determines, elect from among its members a Chairman of 
the Board and a Vice Chairman of the Board. The Board may also elect one or more 
Vice Presidents, one or more Assistant Vice Presidents, one or more Assistant 
Secretaries, a Treasurer and one or more Assistant Treasurers and such other officers as 
the Board may deem desirable or appropriate and may give any of them such further 
designations or alternate titles as it considers desirable. Any number of offices may be 
held by the same person unless the certificate of incorporation or these by-laws otherwise 
provide. 

Section 4.2. Term of Office: Resignation: Removal: Vacancies. lJnless 
otherwise provided in the resolution of the Board of Directors electing any officer, each 
officer shall hold office until his or her successor is elected and qualified or until his or 
her earlier resignation or removal, Any officer may resign at any time upon written 
notice to the Board or to the President or the Secretary of the Corporation. Such 
resignation shall take effect at the time specified therein, and unless otherwise specified 
therein no acceptance of such resignation shall be necessary to make i t  effective. The 
Board may remove any officer with or without cause at any time. Any such removal 
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shall be without prejudice to the contractual rights of such officer, if any, with the 
corporation, but the election of an officer shall not of itself create contractual rights. 
Any vacancy occurring in any office of the Corporation by death, resignation, removal or 
otherwise may be filled by the Board at any regular or special meeting. 

Section 4.3. Powers and Duties. The officers of the Corporation shall 
have such powers and duties in the management of the Corporation as shall be stated in 
these by-laws or in a resolution of the Board of Directors which is not inconsistent with 
these by-laws and, to the extent not so stated, as generally pertain to their respective 
offices, subject to the control of the Board. The Secretary shall have the duty to record 
the proceedings of the meetings of the stockholders, the Board of Directors and any 
committees in a book to be kept for that purpose. The Board may require any officer, 
agent or employee to give security for the faithfid performance of his or her duties. 

ARTICLE V 

Stock 

Section 5.1. Certificates. Every holder of stock in the Corporation shall 
be entitled to have a certificate signed by or in the name of the Corporation by the 
Chairman or Vice Chairman of the Board of Directors, if any, or the President or a Vice 
President, and by the Treasurer or an Assistant Treasurer, or the Secretary or an Assistant 
Secretary, of the Corporation, representing the number of shares of stock in the 
Corporation owned by such holder. If such certificate is manually signed by one officer 
or manually countersigned by a transfer agent or by a registrar, any other signature on the 
certificate may be a facsimile. In case any officer, transfer agent or registrar who has 
signed or whose facsimile signature has been placed upon a certificate shall have ceased 
to be such officer, transfer agent or registrar before such certificate is issued, it may be 
issued by the Corporation with the same effect as if such person were such officer, 
transfer agent or registrar at the date of issue. 

Section 5.2. Lost, Stolen or Destroyed Stock Certificates: Issuance of 
New Certificates. The Corporation may issue a new certificate of stock in the place of 
any certificate theretofore issued by it, alleged to have been lost, stolen or destroyed, and 
the Corporation may require the owner of the lost, stolen or destroyed certificate, or such 
owner's legal representative, to give the Corporation a bond sufficient to indemnify it 
against any claim that may be made against it on account of the alleged loss, theft or 
destruction of any such certificate or the issuance of such new certificate. 

ARTICLE VI 

Miscellaneous 
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Section 6.1. Fiscal Year. The fiscal year of the Corporation shall be 
determined by the Board of Directors. 

Section 6.2. Seal. The Corporation may have a corporate seal which shall 
have the name of the Corporation inscribed thereon and shall be in such form as may be 
approved from time to time by the Board of Directors. The corporate seal may be used 
by causing it or a facsimile thereof to be impressed or affixed or in any other manner 
reproduced. 

Section 6.3.  Waiver of Notice of Meetings of Stockholders. Directors and 
Committees. Whenever notice is required to be given by law or under any provision of 
the certificate of incorporation or these by-laws, a written waiver thereof, signed by the 
person entitled to notice, whether before or after the time stated therein, shall be deemed 
equivalent to notice. Attendance of a person at a meeting shall constitute a waiver of 
notice of such meeting, except when the person attends a meeting for the express purpose 
of objecting, at the beginning of the meeting, to the transaction of any business because 
the meeting is not lawfully called or convened. Neither the business to be transacted at, 
nor the purpose of, any regular or special meeting of the stockholders, directors or 
members of a committee of directors need be specified in any written waiver of notice 
unless so required by the certificate of incorporation or these by-laws. 

Section 6.4. Indemnification of Directors. Officers and Emdovees. The 
Corporation shall indemnifjr to the full extent permitted by law any person made or 
threatened to be made a party to any action, suit or proceeding, whether civil, criminal, 
administrative or investigative, by reason of the fact that such person or such person's 
testator or intestate is or was a director, officer or employee of the Corporation or serves 
or served at the request of the Corporation any other enterprise as a director, officer or 
employee. Expenses, including attorneys' fees, incurred by any such person in defending 
any such action, suit or proceeding shall be paid or reimbursed by the Corporation 
promptly upon receipt by it of an undertaking of such person to repay such expenses if it 
shall ultimately be determined that such person is not entitled to be indemnified by the 
Corporation. The rights provided to any person by this by-law shall be enforceable 
against the Corporation by such person who shall be presumed to have relied upon it in 
serving or continuing to serve as a director, officer or employee as provided above. No 
amendment of this by-law shall impair the rights of any person arising at any time with 
respect to events occurring prior to such amendment. For purposes of this by-law, the 
term "Corporation" shall include any predecessor of the Corporation and any constituent 
corporation (including any constituent of a constituent) absorbed by the Corporation in a 
consolidation or merger; the term "other enterprise" shall include any corporation, 
partnership, joint venture, trust or employee benefit plan; service "at the request of the 
Corporation" shall include service as a director, officer or employee of the Corporation 
which imposes duties on, or involves services by, such director, officer or employee with 
respect to an employee benefit plan, its participants or beneficiaries; any excise taxes 
assessed on a person with respect to an employee benefit plan shall be deemed to be 
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indemnifiable expenses; and action by a person with respect to an employee benefit plan 
which such person reasonably believes to be in the interest of the participants and 
beneficiaries of such plan shall be deemed to be action not opposed to the best interests 
of the Corporation. 

Section 6.5. Interested Directors; Ouorum. No contract or transaction 
between the Corporation and one or more of its directors or officers, or between the 
Corporation and any other corporation, partnership, association or other organization in 
which one or more of its directors or officers are directors or officers, or have a financial 
interest, shall be void or voidable solely for this reason, or solely because the director or 
officer is present at or participates in the meeting of the Board of Directors or committee 
thereof which authorizes the contract or transaction, or solely because his or her or their 
votes are counted for such purpose, if: (1) the material facts as to his or her relationship 
or interest and as to the contract or transaction are disclosed or are known to the Board or 
the committee, and the Board or committee in good faith authorizes the contract or 
transaction by the affirmative votes of a majority of the disinterested directors, even 
though the disinterested directors be less than a quorum; or (2) the material facts as to his 
or her relationship or interest and as to the contract or transaction are disclosed or are 
known to the stockholders entitled to vote thereon, and the contract or transaction is 
specifically approved in good faith by vote of the stockholders; or (3) the contract or 
transaction is fair as to the Corporation as of the time it is authorized, approved or 
ratified, by the Board, a committee thereof or the stockholders. Common or interested 
directors may be counted in determining the presence of a quorum at a meeting of the 
Board of Directors or of a committee which authorizes the contract or transaction. 

Section 6.6. Form of Records. Any records maintained by the 
Corporation in the regular course of its business, including its stock ledger, books of 
account and minute books, may be kept on, or be in the form of, punch cards, magnetic 
tape, photographs, microphotographs or any other information storage device, provided 
that the records so kept can be converted into clearly legible form within a reasonable 
time. The Corporation shall so convert any records so kept upon the request of any 
person entitled to inspect the same. 

Section 6.7. Amendment of By-Laws. These by-laws may be amended or 
repealed, and new by-laws adopted, by the Board of Directors, but the stockholders 
entitled to vote may adopt additional by-laws and may amend or repeal any by-law 
whether or not adopted by them. 

NY12534: 50159.2 -10- 





rey Grayson 
Secretary f State 

Certificate 

I, Trey Grayson, Secretary of State for the Commonwealth of Kentucky, do 
hereby certify that the foregoing writing has been carefully compared by me 
with the original thereof, now in my official custody as Secretary of State and 
remaining on file in my office, and found to be a true and correct copy of 

ARTICLES OF ORGANIZATION OF 

LEC LLC FILED DECEMBER 29,2003; 

ARTICLES OF MERGER OF LG&E ENERGY COW. MERGING INTO LEC LLC 
CHANGING NAME TO LG&E ENERGY LLC FILED DECEMBER 30,2003; 

ARTICLES OF AMENDMENT OF LG&E ENERGY LLC CHANGING NAME TO E.ON 
US. LLC FILED DECEMBER 1,2005. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my 
OfficiaI Sed at Frankfort, Kentucky, this 18th day of May, 2010. 

Secretary of State 
Commonwealth of Kentucky 
mmullins/0575122 - Certificate ID: 98237 



OF 

LEC LLC 

John Y. Brown 111 
Secretary of State 
Received and Filed 

F e e  Receipt: 540.00 
12l2912003 1 :49;46 PM 

Thc u~~dcrsigncd organizer, desiring to form a limited liability company under thz 
I 

Kctitucky Littiired Liability Conlpsny Act, hereby states the following: 

!. X.4ME. The n m r 3  of the linlited liability ccmpany is "1,EC LLC". 

-. 7 REGISTERED AGENT. The name and address of the registered agent are: 

John R. McCall 
220 West Main StreTt 
Louisvi Ile, Kentucky 40202 

I 

1 

-3 . PRliNCl PAL OFFICE. The niailing address of the initial principal office of the 

limited fiabilitj- company is: 

220 &'lesi Main Street 
Louisvil!e, Kentucky 40202 

4. XI.XVACE3lENT. The limited liability company is to be managed by one or 
I 

In U'itness %'hereof. Ihe undersigned has duly executed these ,4rticks of Organization 

this 29th day of December, 3003. 



i 

i I 
I 

I 
! 

I 

I 

i 
! 
I 

i 
I 

CQNSEKT OF RECISTERIEE, AGENT 

Thc undcrsigncd, haling bccn n a l i d  in these Articles of Organization as the registered 
agent oft hc Conipaiy. hcrtlby consents to serve in that capacity. 

- -.__ 
John R. McCall 

The tongoing insrntnient was prepared by: 

I Louis\ ilk, Kentucky 40202 
1 
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Pursuant to the provisions of KRS 271B.I 1-080 and KRS 275.360, the undersigned 
entities (“Constituent Entities”) heroby adopt !he follo~ving Articles of Merger for the purpose of 
merging LG&E Energy Corp., a ikntucky corporation (“Corporatior?”). with and into EEC 
LLC. a Kentucky limiled liability conipmy (”Cc-nipany”). v.-hich shall be the surviving entity in 
the ?rlzrger. 

F1 RST: The names of each of the Constituent Entities are LG&E Energy Corp. 
and LEC LLC. The Corporaiion is ificorporated under ihe corporation 
laxvs of the Commonwealth of KerirGcky and the Company is crganized 
under the liniiled liability company la~vs of the Coninionwealth of 
Kentucky. 

SECOND: The Agreement and Plan of.Mcrgtr, duly authorized and approved by each 
of the Constituent Entities, is attached hrreio as Exhibit .4 and is hereby 
incorporated by refercnccd herein as a part of these .4rticles of Merger. 

I 

THIRD: The naris of ihe survi5 ing eiitity is LEC LLC. Pursuant to the Agreement 
and Plan of Merger attached hereto as Eshibit A, the Articles of 
Organization of the surviving entity are mended to change its name to 
”LGRrE Energy 1-LC”. - - ... - --- 

FOURTH: The Agreement and Plan of Merger was duly authorize6 and apyrcved by 
each of the Constituent Entities in accordance with the laws of the 
Commonwealtn cf Kenrucky. 

Dated: Deceniber 30.2003. 

LG&E Energy Corp. 

E sec yti vt‘ Vice President, 
Corporate Secretary and 
Geneid Counsel 
(”Corporation”) 
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The h r q o i n s  instrument was prepared by: 

Grsgory/j..Xbiman 
220 N'cst Main Street. I Ith FIoor 
Louisville, Kcnrucky 40202 

S .  Bradford Rives 
Chief Financial Officer 
("Company") 

! 

I 

I 



EXHIBIT A 

i 

I 

I 

AGREEMENT AND PLAh OF MERGER 
BETIWEPI 

LG&E ENERGY CORP. 
ANT) 

LE47 ELC 

THIS AGREEMENT AND PLAN OF IMERGEW (“Ageement”) is entered into and 
effective as of the 30th day of December, 2003, by and between (i) LG&E Energy Corp., a 
KeEtucky corporation (“Corporation”), md (i i)  LEC LLC, Kentucky limited liability company 
(“Company”) 

1. MERGER. 

1.1 i%Jer;ler of the Corporation With and Into the Company. Subject to 
the terms and conditions of this Agreement, the: Corporation shall be merged with and into the 
Company (“Merger”), effective upon the filing of Articles of Merger with the Secretary of State 
of Kmtucky (“Effective Time”). The separate existence of the Corporation as a corporaticn 
shall thereupon cease; the Company shall be the sumhirig entity and the separate existence of 
the Company as a limited liabilitv ::snipany, with all its purposes, objccts, rights, privileges, 
powers, franchises and interests, shall continue unaffected and unimpaired by the Merger. The 
Merger shall be pursuant to the provisions of, and with the effict provided in, the laws of the 
Commonwealth of Kentucky. 

1.2 Effect of MerEer. At and afler the Effective Time: 

(a) The Company shall possess ail of the respective rights, privileges, 
powers, franchises and inteiests of the Corporation in and to every type of property (real, 
personal and mixed), and choose; in action, all of which shall be transferred to, and vested in, the 
Company by virtiie of the Merger without any deed or other transfer and without revers’ !on or 
impirment. Any actior? or proceeding. whether civil, criminal or administrative, pending by or 
against the Corporation may be continued as if the Merger did not occur, or ’4e Company may be 
substituted in the proceeding for tAe Corporation in such action or proceeding. 

(b) The Company shali be liable for all liability of the Corporation, 
and all debts, liabilities, obligations and contracts of the Coiporation, whether matured or 
unmatured, whether accrued, absolute, contingent cr otherwise, and whether or not reflected or 
reserved against on the balaxe sheet, books of account or records of the Corporaticn, shall be 
those of the Company and shall not be released or impaired by the Merger. Further, ai1 rights of 
creditors and other obligees and all liens on properties of the Corporation shall be preserved 
mimpaired. 

1.3 Articles sf‘ Owanizstion, Operating Agreement and Manapemelnt of - Surviving EntiQ. The Company shall be the surviving entity pursuant to the Mergcr. .4t and 
after the Effective Time: 
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: 

(a) The .Articles of Organization of the Company, as in effect imnledi- 
ately prior to the Effective Time, shall be the Articles of Organization of the surviving entity 

the exception that Anicle I of the Articles of Orpnizatjon shall be amended so as to be znd 
read in its entirety as h l l w  s: 

“1. NAhIE. The name of the limired liability company is 

(b) Thc Operzting Agreement of‘ Company, as in effect immediately 
prior to the Effective Time, shall be the Operating Agreement of the surviving entity with the 
exeption that the title and .4r&icle 2.1 o f  the Operating Agreement shall be amended SG as to be 
and read in their entirety as follows: 

“OPERATING AGREEMENT 
OF 

LG&E ENERGY LLC” 

1.1 Same. The name of the Cornpay shall be LG&E Energy LLC. 

(c) The management of Company as in effect immediately prior to the 
Effectbe Time. including any and all persons then sming  as its officers and directors if the 
Operaring Agreement provides for same, shall be the managers of the sumiving entity until duly 
altered in accordance with the xovisions of the laws of the Comrnonweallh of Kentucky mnrl the 
smiting sntjIy‘s ?uticles of Organization and Operating Agreemeiit. 

1.4 Additional Actions. If, at any time after the Effective Time, the 
Company shall consider or be advis that any brther assignments or assurances in jaw or m y  
other acts are necessary or desirable $ (i) vest, Ferfect or confirm of record or otherwise, in the 
Company its right, title or interest i& to or under any 05th~ rights, praperties or assets of the 
Corpontion acquired or to be acquirq by the Company as a result of, or in connection with, the 
Merger, or (ii) othenvise carry out the purposes of this Agreement, the Corporation and the 
proper offrcers and directors of the Corporation shall be deemed to ham granted to the Company 
m irrevocable power of sttorney to (a) execute and deliver all such proper deeds. assignments 
and assurances in law, (b) do all acts necessary or proper to vest, perfect or confirm ti& to and 
possession of such rights, properties or assets in the Company and (c) otherwise cany out the 
purposes of this Agreement. The President of thc Company is bliy authorized in the name of the 
Corporation or otherwise to take any and all such actioas. 

2. CONVEE3ION OF STOCK INTERESTS. 

2.1 Conversion of Campany Interests. A! the Effective Time: 

(a) Each share of Common Stock of the Corporation, no par value per 
share, (“Common Stcck”) outstanding immediately prior to the Effective Time shall, ipso facio 
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and without any action on the part of the holder thereof, become arid be converted into one Unit 
of the Company. 

(b) Each interest i i l  Ihe Ccmpaay held immediately prior to the 
Effective i ime by LG&E Energy Corp shall be canceled and no consideration issued in respe:; 
thereof. Each interest in the: Company held immediately prior to the Effective Time by E.ON IJS 
Livesrments Carp. shall remain issued and outstanding. 

3. EXCHANGE OF STOCK. As soon as practiciibie after the Effective Time, and 
upon surrender IO the Compaq of any certificate which prior to rhc Effective Time shall have 
represented any shares of C C I ~ I ~ O R  Stock, the Company shall cause to be distrjbuted to the 
person or entity in whose name such certificate shall have been registered a certificate for the 
number of Units of the Company into which the. shares of Common Stock previously represented 
by the surrendrrcd certificate shzll have been converted at the Effective Time. Until surrendered 
as contemplated by the preceding sentence, each cerlificzte which immediately prior to the 
Effective Time shall have represented any shares of Common Stock shall be dcemec, a1 and aAer 
the Effective Time to represent only the right to receive the Units of the Company into which it 
shall have been converted. 

4. GOVERNING LAW. This Agreement shall be governed by, and construed in 
accordance with, the laws of the Cornmonweafth of Kentiicky without regard to its conflict of 
laws rules. 

IN WITNESS WHEREOF, the parties have enfered into this Agreement as of the date 
first written above. 

IJGBE Energy Corp. 

Executive Viw President, 
Corporate Secretary and 
General Counsel 

(“Corporatim”) 

LEC LLC 

~ Y L -  
S. Bradford Rives 
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Chief Financial Oficer 
(“Company”) 
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05751 22. 
Trey Grayson 
Secretary of State 

TO Received and Filed 
ARTICLES OF ORGANIZATION 

OF 
LG&E ENERGY LLC 

ARTICLES OF AMENDMENT 

12/01/2005 9:26:25 AM 
Fee Receipt: $00.00 

- -- - .  

Pursuant to the provisions of KRS 275.030, the following Articles of Amendment 
to the Articles of Organization of LG&E Energy LLC, a Kentucky limited liability 
company (the “Company”), are hereby adopted: 

FIRST: The name of the limited liability company is LG&E Energy LLC. 

SECOND: The text of the amendment to Article 1 of the Company’s Articles of 
Organization is as follows: 

lf1. The name of the limited liability company is E.ON U.S. LLC”. 

THIRD: The designated amendment was adopted by the Company’s sole 
member on December 1, 2005 
and KRS 275.175. 

in accordance with the provisions of KRS 275.030 

FOURTH: These Articles of Amendment shall be effective as of 
December 1. 2005 

DATED: Dec. 1 ,2005 LG&E Energy LLC 

BY: 

7 Treasurer 

n:\enagylcj\2005 rebranding\artamdlel.doc 



SECRETARY’S CERTIFICATE 

I, John R. McCall, do hereby certify that I am a duly qualified and acting Executive Vice 
President, General Counsel, Corporate Secretary and Chief Compliance Officer of E.ON U.S. 
LLC (formerly LEC L,LC), a Kentucky limited liability company, (the “Company”), and that as 
such officer, I have access to all original records of the Company and that I am authorized to make 
certified copies of Company records on its behalf. I hrther hereby certify that the attached 
Operating Agreement is a true and correct copy of the Operating Agreement of the Company, and 
that the same has not been altered, amended or repealed. 

IN WITNESS WHEREOF, I have executed this Certificate this %*“d, of May 2010. 

John R. McCail 
Executive Vice President, General Counsel, 
Corporate Secretary and Chief Compliance Officer 



OPERATING AGREEMENT 
OF 

L,EC LL,C 

This Operating Agreement (“Agreement”) is made and entered into as of the 29th day 
of December, 2003, by E.ON 1)s Investments Corp., a Delaware corporation (“EIJSIC”) 
“Members”). The foregoing party, and any others later admitted as members under this 
Agreenient are referred to herein as the “Members.” For purposes of this Agreement, the term 
“Members” includes all persons then acting in  such capacity in  accordance with the ternis of this 
Agreement. 

RECITALS: 

A. 
form a Kentucky limited liability company (“Company”) for the purpose of merging LEC into 
L,EC LLC. (the “Company”). 

EUSIC is the sole shareholder of LG&E Energy Corp. (“LEC”). The Member desires to 

B. 
Agreement. 

The Members desire that the Company be governed in accordance with the terms of this 

AGREEMENT: 

NOW, THEREFORE, the Member hereby agrees as follows: 

1. FORMATION AND MEMBERS. 

1.1 Formation. The Member does hereby form the Company pursuant to the 
provisions of the Kentucky Limited Liability Company Act (“Act”). 

1.2 Members. The name, business address and number of Units of 
participation held by the Member is set forth on Annex A. Annex A will be amended from time 
to time by the Company’s officers to reflect a current listing of the Company’s Members, their 
respective addresses and number of units. 

1.3 Issuance of Additional IJnits of Participation and Admission of 
Additional Members. The Board of Directors will have the discretion to issue Units of 
participation, so long as the Company receives adequate consideration in the form of cash, other 
property or services for such Units. With the consent of the Members, the Board of Directors 
may issue Units with economic or voting preferences. If preferred Units are issued, then the 
President will provide each Member with a description of the Company’s capitalization after 
such issuance, including the relative rights and preferences of each class of the Company’s [Jnits. 
The provisions of this Agreement addressing distributions and allocations are subject to, upon 
consent of the Members, modification through the issuance of preferred Units. In connection 
with the issuance of additional IJnits, whether or not preferred, the Board of Directors will have 
the right to admit additional persons as Members. A prerequisite to admissian to membership in I 
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the Company shall be the written agreement by the additional Member to be bound by the terms 
of this Agreement. 

1.4 Initial Contributions. The initial capital contribution required for issuance of 
Units to a Member will be determined by the Board of Directors and set forth in a subscription or 
contribution agreement to be executed by the Member and the Company. Upon receipt of the 
subscription payment or capital contribution set forth in the agreement. a IJnit will be fully paid 
and nonassessable. The Company’s books and records will reflect the aggregate capital 
contributions made with respect to each of the Company’s issued and outstanding TJnits. 

2. NAME AND OFFICE. 

2.1 Name. The name of the Company shall be LEC LLC. 

2.2 Principal Office. The principal office of the Company shall be at 220 
West Main Street, Louisville, Kentucky 40202, or at such other place as shall be determined by 
the Board (as hereinafter defined) from time to time. The books of the Company shall be 
maintained at the principal office or such other place that the Board shall deem appropriate. The 
Company shall designate an agent for service of process in Kentucky in accordance with the 
provisions of the Act. The Company shall maintain, at the Company’s principal office, those 
items referred to in KRS 185( 1). 

3. PURPOSE AND TERM. 

3.1 Purpose. The purpose of the Company is to engage in all lawful activities 
in which a limited liability company may engage under the Act. 

3.2 Company’s Power. In furtherance of the purpose of the Company as set 
forth in Section 3.1, the Company shall have the power to do any and all things whatsoever 
necessary, appropriate or advisable in connection with such purpose, or as otherwise 
contemplated in this Agreement. 

3.3. Term. The term of the Company shall commence upon the filing of 
Articles of Organization with the Kentucky Secretary of State’s office, and shall continue until 
dissolved in accordance with Section 14. 

4. CAPITAL. 

4.1 Capital Structure. The total number of units (“Units”) which the 
Company is authorized to issue is 1 0,O00,000 Units. The Units shall have identical powers, 
preferences, limitations and relative rights, and shall have one vote per Unit. The holders of 
Units shall be entitled to receive, to the extent permitted by law, such distributions as may be 
declared from time to time by the Board. 
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4.2 No L,iability of Members. Except as otherwise specifically provided in 
the Act, 110 Member shall have any personal liability for the obligations of the Company. No 
Member shall be obligated to contribute funds or loan money to the Company. 

4.3 No Interest on Capital Contributions. No Member shall be entitled to 
interest on any capital contributions made to the Company. 

4.4 No Withdrawal of Capital. No Member shall be entitled to withdraw 
any part of such Member’s capital contributions to the Company, except as specifically provided 
in this Agreenient. No Member shall be entitled to demand or receive any property from the 
Company other than cash, except as otherwise expressly provided for herein. 

5. ACCOUNTING. 

5.1 Books and Records. The Company shall maintain full and accurate 
books of the Company at the Company’s principal place of business, or such other place as the 
Board shall determine, showing all receipts and expenditures, assets and liabilities, net income 
and loss, and all other records necessary for recording the Company’s business and affairs. 
Upon reasonable request of a Member, such books and records shall be open to the inspection 
and examination by such Member in person or by the Member’s duly authorized representatives 
during normal business hours and may be copied at the Member’s expense. 

I 
5.2 Fiscal Year. The fiscal year of the Company shall end on December 3 1 

of each calendar year. 

6. BANK ACCOUNTS. 

6.1 Bank Accounts. All funds of the Company shall be deposited in its name 
into such checking, savings and/or money market accounts or time certificates as shall be 
designated by the Board. Withdrawals therefrom shall be made upon such signature or 
signatures as the Board may designate. Company funds shall not be commingled with those of 
any other person or entity. 

7. TREATMENT AS CORPORATION FOR INCOME TAX PURPOSES. 

7.1 Corporate Tax Treatment. It is the intention of the Members that the 
Company be treated as a corporation for Federal, state and local income tax purposes, and no 
Member shall take any position or make any election, in a tax return or otherwise, inconsistent 
with such treatment. The Company shall make such election as is necessary for the Company to 
be treated as a corporation for income tax purposes. Upon consent of the Members, the Board of 
Directors may change the tax treatment of the Company. 
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8. BOARD OF DIRIECTORS. 

8.1 General Powers. All powers of the Company shall be exercised by or 
under the authority of, and the business arid affairs of the Company managed under the direction 
of, its Board of Directors. 

8.2 Number, Election and Term. The Board shall consist of not less tha~i 
one, nor more than thee  individuals, the exact number of which shall be determined by the 
directors from time to time. Initially, there shall be three directors, Victor A. Staffieri, Dr. Hans 
Michael Gaul and Michael Solilke. Directors shall be elected at the first annual Members’ 
meeting and at each annual meeting thereafter. A decrease in the number of directors shall not 
shorten an incumbent director’s temi. Each director shall hold office until the next annual 
meeting of Members or until removed. Despite the expiration of a director’s term, such director 
shall continue to serve until the director’s successor is elected and qualifies, until there is a 
decrease in the number of directors or until the director is removed. 

8.3 Resignation of Directors. A director may resign at any time by 
delivering written notice to the Board, its Chairman (as hereinafter defined), if any, or the 
Company. A resignation shall be effective when the notice is delivered unless the notice 
specifies a later effective date. 

8.4 Removal of Directors by Members. A director shall be removed by the 
Members only at a meeting called for the purpose of removing such director, and the meeting 
notice shall state that the purpose, or one of the purposes, of the meeting is removal of the 
director. The Members may remove one or more directors with or without cause. A director 
may not be removed if the number of votes sufficient to elect the director under cumulative 
voting is voted against the director’s removal. 

8.5 Vacancy on Board. If a vacancy occurs on the Board, including a 
vacancy resulting fiom an increase in the number of directors, the Board shall fill the vacancy, 
and if the directors remaining in office constitute fewer than a quorum of the Board, they may fill 
the vacancy by the affirmative vote of a majority of all the directors remaining in office. A 
vacancy that will occur at a specific later date may be filled before the vacancy occurs, but the 
new director may not take office until the vacancy occurs. 

8.6 Compensation of Directors. The Board may fix the Compensation of 
directors. No such compensation shall preclude any director fiom serving the Company in any 
other capacity and from receiving compensation therefore. 

8.7 Meetings. The Board may hold regular or special meetings in or out of 
the Commonwealth of Kentucky. The Board may permit any or all directors to participate in a 
regular or special meeting by, or conduct the meeting through the use of, any means of 
communication by which all directors participating may simultaneously hear each other during 
the meeting. A director participating in a meeting by this means shall be deemed to be present in ’ person at the meeting. 
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8.8 Special Meetings. Special meetings of the Board may be called by, or at 
the request of, the Chairman, if any, or the chief executive officer of the Company. All special 
meetings of the Board shall be held at the principal office or such other place as may be specified 
in  the notice of the meeting. 

8.9 Action Without Meetings. Any action required or permitted to be taken 
at a Board meeting may be taken without a meeting if the action is taken by all members of the 
Board. The action shall be evidenced by one or more written consents describing the action 
taken, signed by each director, and delivered to the Company for inclusion in the minutes or for 
filing with the Company. 

8.10 Notice of Meeting. Regular meetings of the Board may be held without 
notice of the date, time, place or purpose of the meeting. Special meetings of the Board shall be 
preceded by at least two days notice of the date, time and place of the meeting. The notice shall 
not be required to describe the purpose of the special meeting. The notice provisions of Section 
12.6 shall be applicable to notices given to directors. 

8.1 1 Waiver of Notice. A director may waive any notice required by this 
Agreement before or after the date and time stated in the notice. Except as otherwise provided in 
this Section 8.1 1 , the waiver shall be in writing, signed by the director entitled to the notice, and 
filed with the minutes of Company records. A director’s attendance at or participation in a 
meeting shall waive any required notice to such director of the meeting unless the director at the 
beginning of the meeting, or promptly upon the director’s arrival, objects to holding the meeting 
or transacting business at the meeting and does not thereafter vote for or assent to action taken at 
the meeting. 

8.12 Quorum and Voting. One-third of the number of directors fixed by, or 
determined in accordance with, this Agreement shall constitute a quorum of the Board. If a 
quorum is present when a vote is taken, the affirmative vote of a majority of directors present 
shall be the act of the Board. A director who is present at a meeting of the Board or a committee 
of the Board when action is taken shall be deemed to have assented to the action taken unless (i) 
the director objects at the beginning of the meeting, or promptly upan the director’s arrival, to 
holding it or transacting business at the meeting or (ii) the director’s dissent or abstention fi-om 
the action taken is entered in the minutes of the meeting or the director delivers written notice of 
the director’s dissent or abstention to the president officer of the meeting before its adjournment 
or to the Company immediately after adjournment of the meeting. The right of dissent or 
abstention shall not be available to a director who votes in favor of the action taken. 

8.13 Chairman and Vice-chairman of the Board. The Board may appoint 
one of its members Chairman of the Board (“Chairman”). The Board may also appoint one of its 
members as Vice-chairman of the Board, and such individual shall serve in the absence of the 
Chairman and perform such additional duties as may be assigned to such person by the Board. 
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9. EXECUTIVE AND OTHER COMMITTEES. 

9.1 Executive Committee. The Board, by resolution adopted by the greater 
of a majority of all directors in  office when the action is taken, or the number of directors 
required to take action under Section 8.12, may create and appoint from among its members an 
Executive Committee coiisisting of two or more directors, who shall serve at the pleasure of the 
Board. 

9.2 Authority of Executive Committee. When the Board is not in session, 
the Executive Conmiittee shall have and may exercise all of the authority of the Board, unless 
otherwise specified by the resolution appointing the Executive Committee. Neither the 
Executive Committee, nor any other committee created by the Board shall have the authority to 
( i )  authorize distributions (ii) approve or propose to Members action that this Agreement requires 
be approved by Members, (iii) fi l l  vacancies on the Board or on any of its committees, (iv) 
amend this Agreement, (v) authorize or approve reacquisition of Units, except according to a 
formula or method prescribed by the Board, or (vi) authorize or approve the issuance or sale or 
contract for sale of Units, or determine the designation and relative rights, preferences and 
limitations of a class or series of Units, except that the Board may authorize a committee (or a 
senior officer of the Corporation) to do so within limits specifically prescribed by the Board. 

9.3 Tenure and Qualifications. Each member of the Executive Committee 
shall hold office until the next annual meeting of the Board following such member’s designation 
and until such member’s successor shall be duly designated and qualified. 

9.4 Meetings. Sections 8.7 through 8.1 1, which address meetings, action 
without meeting, notice of meeting and waiver of notice with respect to the Board shall apply to 
the Executive Committee and its members as well. 

9.5 Quorum and Voting. A majority of the number of members appointed 
by the Board shall constitute a quorum of the Executive Committee. If a quorum is present when 
a vote is taken, the affirmative vote of a majority of members present shall be the act of the 
Executive Committee. A member who is present at a meeting of the Executive Committee when 
corporate action is taken shall be deemed to have assented to the action taken unless (i) such 
member objects at the beginning of the meeting, or promptly upon such member’s arrival, to 
holding it or transacting business at the meeting, or (ii) such member’s dissent or abstention from 
the action taken is entered in the minutes of the meeting, or such member delivers written notice 
of the member’s dissent or abstention to the presiding officer of the meeting before its 
adjournment or to the Company immediately after adjournment of the meeting. The right of 
dissent or abstention shall not be available to a member who votes in favor of the action taken. 

9.6 Vacancies. Any vacancy in the Executive Committee may be filled by a 
resolution adopted by the Board in accordance with Section 9.1. 

9.7 Resignations and Removals. Any member of the Executive Committee 
may be removed at any time, with or without cause, by resolution adopted by the Board in 
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accordance with Section 9.1. Any nieniber of the Executive Committee may resign from the 
Executive Committee at any time by giving written notice to the Board, and resignation shall be 
effective when the notice is delivered unless the notice specifies a later effective date. 

9.8 Other Committees. The Board, by resolution adopted by the greater of a 
majority of all directors in office when the action is taken, or the number of directors required to 
take action under Section 8.12, may create and appoint from among its members such other 
committees, consisting of two or more Board members, as from time to time it may consider 
necessary or appropriate to conduct the affairs of the Company. Each such committee shall have 
such power and authority as the Board may, from time to time, legally establish for it. The 
tenure and qualifications of the members of each committee, the time, place and organization of 
such committee’s meetings, the notice required to call any such meeting, the number of members 
of each such committee that shall constitute a quorum, the affirmative vote of the committee 
members required effectively to take action at any meeting at which a quorum is present, the 
action that any such committee can take without a meeting, the method in which a vacancy 
among the members of such committee can be filled and the procedures by which resignations 
and removals of members of such committee shall be acted upon or accomplished shall be fixed 
by the resolution adopted by the Board relative to such matters. 

10. OFFICERS. 

10.1 Authorized Officers. The Company is authorized to have the officers 
described in this Agreement or appointed by the Board in accordance with this Agreement. The 
President may appoint one or more officers or assistant officers. The same individual may 
simultaneously hold more than one office in the Company. Section 10.10 delegates to the 
Secretary, if such office be created and filled, the required responsibility of preparing minutes of 
the directors’ and Members’ meetings and for authenticating records of the Company. If such 
office shall not be created and filled, then the Board shall delegate to one of the officers of the 
Company such responsibility. 

10.2 Duties of Officers. Each officer of the Company shall have the authority 
and shall perform the duties set forth in this agreement for such office or, to the extent consistent 
with this Agreement, the duties prescribed by the Board or by direction of an officer authorized 
by the Board to prescribe the duties of other officers. 

10.3 Appointment and Term of Office. The officers of the Company shall be 
appointed by the Board at the first, and thereafter at each annual, meeting of the Board. If the 
appointment of officers shall not be made at any such meeting, such appointment shall be made 
as soon thereafter as is practicable by the Board or the President. Vacancies may be filled or 
new offices created and filled by the President or at any meeting of the Board. Each officer shall 
hold office until such officer’s successor shall be duly appointed or until the officer’s death or 
until the officer shall resign or shall have been removed in the manner hereinafter provided. 

10.4 Resignation and Removal of Officers. An officer may resign at any time 
by delivering notice to the Company. A resignation shall be effective when the notice is 
delivered unless the notice specifies a later effective date. If a resignation is made effective at a I 
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later date and the Company accepts the future effective date, the Board rnay fill the pending 
vacancy before the effective date if the Board provides that the S U C C ~ S S O ~  shall not take office 
until the effective date. The Board rnay remove any officer at any time with or without cause. 

10.5 Contract Rights of Officers. Appointment of an officer or agent shall 
not of itself create contract rights. An officer’s removal shall not affect the officer’s contract 
rights, if any, with the Company. An officer’s resipation shall not affect the Company’s 
contract rights, if any, with the officer. 

10.6 Chairman of the Board. The Chairman, if that office be created and 
filled, may, at the discretion of the Board, be the chief executive officer of the Company and, if 
such, shall, in general, supervise and control the affairs and business of the Company, sub,ject to 
control by the Board. The Chairman shall preside at all meetings of the Members and the Board. 

10.7 President. The President, if that office be created and filled, shall be the 
chief executive officer of the Company, unless a Chairman is appointed and designated chief 
executive officer pursuant to Section 10.6. If no Chairman has been appointed, or, in the absence 
of the Chairman, the President shall preside at all meetings of the Members and of the Board. 
The President may sign certificates for Units, any deeds, mortgages, bonds, contracts or other 
instruments which the Board has authorized to be executed, except in cases where the signing 
and execution thereof shall be expressly delegated by the Board or by this Agreement to some 
other officer or agent of the Company, or shall be required by law to be otherwise signed or 
executed. The President shall, in general, perform all duties incident to the office of President of 
a Kentucky corporation and such other duties as may be prescribed by the Board or the Chairman 
from time to time. Unless otherwise ordered by the Board, the President shall have full power 
and authority on behalf of the Company to attend, act and vote in person or by proxy at any 
meetings of shareholders of any corporation in which the Company may hold stock, and at any 
such meeting shall hold and may exercise all rights incident to the ownership of such stock 
which the Company, as owner, would have had and could have exercised if present. The Board 
may confer like powers on any other person or persons. 

10.8 Vice President. In the absence of the President, or in the event of the 
President’s death, inability or refusal to act, the Vice President (or, in the event there be more 
than one Vice President, the Vice Presidents in order designated at the time of their appointment, 
or in the absence of any designation, then in the order of their appointment), if that office be 
created and filled, shall perform the duties of the President and when SO acting, shall have all the 
powers of, and be subject to all the restrictions upon, the President. Any Vice President may 
sign, with the Secretary or an assistant secretary, certificates for Units and shall perform such 
other duties as from time to time may be assigned to such person by the Chairman, the President 
or by the Board. 

10.9 Treasurer. The Treasurer, if that office be created and filled, shall have 
charge and custody of, and be responsible for, all funds and securities of the Company, receive 
and give receipts for monies due and payable to the Company from any source whatsoever, and 
deposit all such monies in the name of the Company in such banks, trust companies and other 
depositories as shall be selected in accordance with the provisions of Section 6.1, and in general, I 
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perform all the duties incident to the office of Treasurer of a Kentucky corporation and such 
other duties as from time to time may be assigned to such person by the Chairman, the President 
or the Board. If required by the Board, the Treasurer shall give a bond for the faithful discharge 
of such officer’s duties in  such sum and with such surety or sureties as the Board shall detennine. 

10.10 Secretary. The Secretary, if that office be created and filled, shall keep 
the minutes of the Members’ meetings and of the Board’s meetings in one or more books 
provided for that purpose, see that all notices are duly given in accordance with the provisions of 
this Agreement or as required by law, be custodian of the Company records and of the seal, if 
any, of the Company, be responsible for authenticating records of the Company, keep a register 
of the mailing address of each Member, which shall be furnished to the Secretary by each 
Member, sign with the President or a Vice President certificates for Units, have general charge of 
the transfer books of the Company, and in general, perform all duties incident to the office of 
Secretary of a Kentucky corporation and such other duties as from time to time may be assigned 
to such person by the Chairman, the President or the Board. 

10.1 1 Assistant Treasurers and Assistant Secretaries. 

(a) Assistant Treasurer. The Assistant Treasurer, if that office be 
created and filled, shall, if required by the Board, give bond for the faithful discharge of such 
officer’s duty in such sum and with such surety as the Board shall determine. 

(b) Assistant Secretary. The Assistant Secretary, if that office be created 
and filled, and if authorized by the Board, may sign, with the President or Vice Presidents, 
certificates for Units. 

(c) Additional Duties. The Assistant Treasurers and Assistant 
Secretaries, in general, shall perform such additional duties as shall be assigned to them by the 
Treasurer or the Secretary, respectively, or by the Chairman, the President or the Board. 

11.  STANDARD OF CARE OF DIRECTORS AND OFFICERS; 
INDEMNIFICATION. 

11.1 Standard of Care. The directors and officers of the Company shall not 
be liable, responsible or accountable in damages to any Member or the Company for any act or 
omission on behalf of the Company performed or omitted by them in good faith and in a manner 
reasonably believed by them to be in the best interests of the Company and, in the case of a 
criminal proceeding, had no reasonable cause to believe that the conduct was unlawful. 

11.2 Indemnification. 

(a) To the fullest extent permitted by the Act, the Company shall 
indemnify each director or officer of the Company against reasonable expenses (including 
reasonable attorneys’ fees), judgments, taxes, penalties, fines (including any excise tax assessed 
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with respect to an eniployee benefit plan) and amounts paid in settlement (collectively 
“Ldability”), incurred by such person in connection with defending any threatened, pending or 
conipleted action, sui t  or proceeding (whether civil, criminal, administrative or investigative, and 
whether formal or informal) to which such person is, or is threatened to be made, a party 
because such persoil is or was a director or officer of the Company, or is or was serving at the 
request of the Company as a director, officer, partner, member, employee or agent of another 
doniestic or foreign corporation, partnership, limited liability company, joint venture, trust or 
other enterprise, including service with respect to employee benefit plans, provided that (i)  the 
director or officer acted in good faith and in a manner reasonably believed by the director or 
officer to be in the best interests of the Company or, in the case of an employee benefit plan, the 
interests of the participants and beneficiaries, (ii) in the case of a criminal proceeding, the 
director or officer had no reasonable cause to believe the conduct unlawful, (iii) in connection 
with a proceeding brought by or in the right of the Company, the officer or director was not 
adjudged liable to the Compaiiy, and (iv) the officer or director was not adjudged liable in a 
proceeding charging improper personal benefit. A director or officer shall be considered to be 
serving an employee benefit plan at the Company’s request of such person’s duties to the 
Company also impose duties on or otherwise involve services by such person to the plan or to 
participants in or beneficiaries of the plan. 

(b) To the fullest extent permitted by the Act, the Company shall pay or 
reimburse reasonable expenses (including reasonable attorneys’ fees) incurred by a director or 
officer who is a party to a proceeding in advance of final disposition of such proceeding if: 

(1) The director or officer fiirnishes the Company a written 
affirmation of his good faith belief that he has met the standard of conduct described in 
Section 1 1.1 ; 

(2) The director or officer furnishes the Company a written 
undertaking, executed personally or on the director’s or officer’s behalf, to repay the 
advance if it is ultimately determined that the director or officer did not meet the standard 
of conduct. Such undertaking shall be an unlimited general obligation of the director or 
officer, but shall not be required to be secured and may be accepted without reference to 
financial ability to make repayment. 

(3) A determination is made that the facts then known to those 
making the determination would not preclude indemnification under the provisions of 
this Section 1 1.2. 

(c) The indemnification against Liability and advancement of 
expenses provided by, or granted pursuant to, this Section 1 1.2 shall not be deemed 
exclusive of any other rights to which those seeking indemnification or advancement may 
be entitled under any agreement, action of Members or disinterested directors or 
otherwise, both as to action in their official capacity and as to action in another capacity 
while holding such office of the Company, shall continue as to a person who has ceased 
to be a director or officer of the Company, and shall inure to the benefit of the heirs, 
executors and administrators of such a person. 
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(d) Any repeal or modification of this Section 11.2 by the Board or 
Members shall not adversely affect any right or protection of a director or officer of the 
Company under this Section 1 1.2 with respect to any act or omission occurring prior to 
the time of such repeal or modification. 

12. RIEhIBERS. 

12.1 Annual Meeting. The annual meeting of the Members shall be held at 
such time, place and on such date as the chief executive officer may designate within or without 
the Commonwealth of Kentucky. The purpose of such meeting shall be the election of directors 
and the transaction of such other business as may properly come before it. If the election of 
directors shall not be held on the day designated for an annual meeting, or at any adjournment 
thereof, the Board shall cause the election to be held at a special meeting of the Members to be 
held as soon thereafter as may be practicable. 

12.2 Special Meeting. Special meetings of the Members may be called by the 
chief executive officer or the Board, and shall be called by the chief executive officer at the 
demand of the hoIders of at least 20% of all votes entitled to be cast on any issue proposed to be 
considered at the proposed special meeting, provided that such requisite number of Members 
sign, date and deliver to the Secretary of the Company one or more written demands for the 
meeting describing the purpose or purposes for which it is to be held. Unless otherwise fixed in 
this Agreement, the record date for determining Members entitled to demand a special meeting 
shall be the date the first Member signs the demand. 

12.3 Place of Members’ Meeting. The Board may designate any place within 
or without the Commonwealth of Kentucky as the place for any meeting of Members called by 
the Board. If no designation of place is properly made, the place a f  the meeting shall be at the 
principal office. If a meeting is called at the demand of the Members and they designate any 
place, either within or without the Commonwealth of Kentucky, as the place for the holding of 
such meeting, the meeting shall take place at the place designated. If no designation is properly 
made, the place of meeting shall be at the principal office. 

12.4 Action Without Meeting. 

(a) Action. Any action required or permitted by the Act or this 
Agreement to be taken at a Members’ meeting may be taken without a meeting and without prior 
notice if the action is taken by Members having not less than the minimum number of votes that 
would be necessary to authorize or take such action at a meeting at which the holders of all of the 
TJnits entitled to vote at a meeting were present and voted. The action taken under this Section 
12.4 shall be evidenced by one or more written consents describing the action taken, signed by 
the Members taking the action, and delivered to the Company for inclusion in the minutes or 
filing with the Company records. Action taken under this Section 12.4 shall be effective when 
consents representing the votes necessary to take the action are delivered to the Company or 
upon delivery of the consents representing the necessary votes, or such different date specified in 
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the consent. A consent under this Section 12.4 shall have the effect of a vote at a meeting and 
may be described as such in any document. 

(b) Notice to Other Members. Prompt notice of the taking of any 
action by Members without a meeting under this Section 12.4 by less than unanimous written 
consent of the Members entitled to vote shall be given to those Members entitled to vote on the 
action who have not consented in writing. 

12.5 Notice of Meeting. The Company shall notify Members of the date, time 
and place of each annual or special Members’ meeting no fewer than 10, nor more than 60, days 
before the meeting date. Unless the Act or this Agreement requires otherwise, the Company 
shall be required to give notice only to Members entitled to vote at the nieeting and notice of an 
annual meeting shall not be required to include a description of the purpose or purposes for 
which the meeting is called. Notice of a special meeting shall include a description of the 
purpose or purposes for which the meeting is called. 

12.6 Form of Notice. Notice under this Agreement shall be in writing unless 
oral notice is reasonable under the circumstances. Notice may be communicated in person, rn by 
telephone, telegraph, teletype, telephonic facsimile transmission or other form of wire or wireless 
communication, or by mail or local private courier service or by a nationally recognized 
overnight courier service. If these forms of personal notice are impracticable, notice may be 
communicated by a newspaper of general circulation in the area where published, or by radio, 
television, or other form of public broadcast communication. Written notice by the Company to 
its Members, if in a comprehensible form, shall be effective when mailed, if mailed postpaid and 
correctly addressed to the Member’s address shown in the Company’s current record of 
Members. Written notice to the Company may be addressed to its registered agent at its 
registered office or to the Company or its Secretary at its principal office. Except as otherwise 
provided in this Section 12.6, written notice, if in a comprehensible form, shall be effective at the 
earliest of (i) when received, or (ii) five days after its deposit in the United States mail, as 
evidenced by the postmark, if mailed postpaid and correctly addressed or on the date shown on 
the return receipt, if sent by certified mail, return receipt requested, and the receipt is signed by 
or on behalf of the addressee. Oral notice shall be effective when communicated if 
communicated in a comprehensible manner. 

12.7 Waiver of Notice. A Member may waive any notice required by this 
Agreement before or after the date and time stated in the notice. The waiver shall be in writing, 
be signed by the Member entitled to the notice and be delivered to the Company for inclusion in 
the minutes or filing with the Company records. A Member’s attendance at a meeting shall 
waive objection to lack of notice or defective notice of the meeting, unless the Member at the 
beginning of the meeting objects to holding the meeting or transacting business at the meeting. 
A Member’s attendance at a meeting shall be deemed a waiver of any objection to the 
consideration of a particular matter at the meeting that is not within the purpose or purposes 
described in the meeting notice, unless the Member ob,jects to considering the matter when it is 
presented. 

12 



12.8 Record Date. The Board may fix a record date of Members of not more 
than 70 days before the meeting or action requiring a determination of Members in order to 
determine the Members entitled to notice of a Members’ meeting, to demand a special meeting, 
to vote or to take any other action. A determination of Members entitled to notice of, or to vote 
at, a Members’ meeting shall be effective for any adjournment of the meeting unless the Board 
fixes a new record date, which it shall do if the meeting is adjourned to a date more than 120 
days after the date fixed for the original meeting. If not otherwise fixed by the Board in 
accordance with this agreement, the record date for determining Members entitled to notice of 
and to vote at an annual or special Members’ meeting shall be the day before the first notice is 
delivered to Members. and the record date for any consent action taken by Members without a 
meeting and evidenced by one or more written consents shall be the first date upon which a 
signed written consent setting forth such action is delivered to the Company at its principal 
office. 

12.9 Members’ List for Meeting. After fixing a record date for a meeting, the 
Company shall prepare a complete list of the names of all the Company’s Members who are 
entitled to notice of a Members’ meeting. The list shall be arranged by voting group and show 
the address of, and number of Units held by, each Member. The Members’ list shall be available 
for inspection by any Member beginning five business days before the meeting for which the list 
was prepared and continuing through the meeting, at the Company’s principal office or at a place 
identified in the meeting notice in the city where the meeting will be held. A Member, or the 
Member’s agent or attorney, shall be entitled on written demand to inspect and to copy the list 
during regular business hours and at the Member’s expense, during the period it is available for 
inspection provided the demand is made in good faith and for a proper purpose. The Company 
shall make the list of Members available at the meeting and any Member, or the Member’s agent 
or attorney, shall be entitled to inspect the list at any time during the meeting or any 
adjournment. Refusal or failure to prepare or make available the Members’ list shall not affect 
the validity of any action taken at the meeting. 

12.10 Proxies. At all meetings of Members, the Members may vote their Units 
in person or by proxy. A Member may appoint a proxy to vote or otherwise act for the Member 
by signing an appointment form, either personally or by the Member’s duly authorized attorney- 
in-fact. An appointment of a proxy shall be effective when the appointment form is received by 
the Secretary, or other officer or agent authorized to tabulate votes. An appointment shall be 
valid for 1 1 months unless a longer, or shorter, period is expressly provided in the appointment 
form. An appointment of proxy shall be revocable by the Member unless the appointment form 
conspicuously states that it is irrevocable and the appointment is coupled with an interest. The 
revocation of an appointment of proxy shall not be effective until the Secretary or such other 
officer or agent authorized to tabulate votes has received written notice thereof. All proxies shall 
be filed with the Secretary or the person authorized to tabulate votes before or at the time of the 
meeting. 

12.1 1 Quorum and Voting Requirements. Members shall be entitled to take 
action on a matter at a meeting only if a quorum exists. Unless this Agreement provides 
otherwise, a majority of those votes entitled to be cast on the matter shall constitute a quorum for 
action on that matter. Once a Unit is represented for any purpose at a meeting, it shall be 
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deemed present for quorum purposes for the remainder of the meeting and for any adjournment 
of that meeting unless a new record date is or must be set for that adjourned meeting. Except as 
otherwise required by the Act, if a quorum exists, action on a matter shall be approved if the 
votes cast favoring the action exceed the votes cast opposing the action. 

12.13 Voting of Units by Certain Holders. 

(a) Units Held by Corporations. Units standing in the name of a 
corporation, domestic or foreign, may be voted by either any officer of that corporation or by 
proxy appointed by any officer of that corporation, unless the board of directors of such 
corporation authorizes another person to vote such Units. 

(b) Units Held by Estate or Guardian. Units held by an administrator, 
executor, guardian or conservator may be voted by such person or entity, either in person or by 
proxy, without a transfer of such Units into the name of such person or entity. Units standing in 
the name of a trustee may be voted by the trustee, either in person or by proxy, but no trustee 
shall be entitled to vote Units held by the trustee without a transfer of such Units into the 
trustee’s name. 

(c) Units Held by Receiver. Units standing in the name of a receiver 
may be voted by such receiver, and Units held by or under the control of a receiver may be voted 
by such receiver without the transfer thereof into the receiver’s name if authority to do so is 
contained in an appropriate order of the court by which such receiver was appointed. 

(d) Units Held Jointly. Where Units are held jointly, such Units may be 
voted by any of the co-owners appearing to act on behalf of all of the co-owners. 

(e) Hypothecated Units. A Member whose Units are pledged shall be 
entitled to vote such Units until the Units have been transferred into the name of the pledge, and 
thereafter, the pledge shall be entitled to vote the Units so transferred. 

( f )  Rejection of Votes. The Company shall be entitled to reject a vote, 
consent, waiver or proxy appointment if the Secretary ar other officer or agent authorized to 
tabulate votes, acting in good faith, has reasonable basis for doubt about the validity of the 
signature on it or about the signatory’s authority to sign for the member. 

(g) Acceptance of Votes. If the name signed on a vote, consent, waiver 
or proxy appointment corresponds to the name of a Member, the Company, if acting in good 
faith, shall be entitled to accept the vote, consent, waiver or proxy appointment and give it effect 
as the act of the Member. For purposes of this Section 12.13, a telegram or telephonic facsimile 
transmission appearing to have been transmitted by the proper person, or a photocopy or 
equivalent reproduction of a writing appointing a proxy may be accepted by the Company if 
acting in good faith as a sufficient, signed appointment form. 

(h) Discrepancy in Signature of Member. If the name signed on a vote, 
consent, waiver or proxy appointment does not correspond to the name of its Member, the 
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Company, if acting in good faith, shall nevertheless be entitled to accept the vote, consent, 
waiver or proxy appointment and give it  effect as the act of the Member if: 

(1) the Member is an entity and the name signed purports to be 
that of an officer or agent of the entity; 

(2) the name signed purports to be that of an administrator, 
executor, guardian or conservator representing the Member and, if the Company requests, 
evidence of fiduciary status acceptable to the Company has been presented with respect 
to the vote, consent, waiver or proxy appointment; 

(3) the name signed purports to be that of a receiver or trustee in 
bankruptcy of the Member and, if the Company requests, evidence of this status 
acceptable to the Conipaiiy has been presented with respect to the vote, consent, waiver 
or proxy appointment; 

(4) the name signed purports to be that of a pledge, beneficial 
owner or attorney-in-fact of the Member and, if the Company requests, evidence 
acceptable to the Company of the signatory’s authority to sign for the Member has been 
presented with respect to the vote, consent, waiver or proxy appointment; or 

(5) two or more persons are the Member as co-tenants or 
fiduciaries and the name signed purports to be the name of at least one of the co-owners 
and the person signing appears to be acting on behalf of all the co-owners. 

(i) Relief From Liability if Acting in Good Faith. The Company and its 
officers or agents who accept or reject a vote, consent, waiver or proxy appointment in good faith 
and in accordance with the standards of this Section 12.13 shall not be liable in damages to the 
Member for the consequences of the acceptance or rejection. Any action of the Company or its 
officers or agents based upon the acceptance or rejection of a vote, consent, waiver or proxy 
appointment under the Section 12.13 is valid unless a court of competent jurisdiction determines 
otherwise. 

12.14 Cumulative Voting for Directors. At each election for directors, each Member 
entitled to vote at such election shall have the right to cast, in person or by proxy, as many votes 
in the aggregate as the Member shall be entitled to vote under this Agreement, multiplied by the 
number of directors to be elected at such election. Each Member may cast the whole number of 
votes for one candidate, or distribute such votes among two or more candidates. Directors shall 
not be elected in any other manner. 

12.15 Voting Rights on Sale of Assets. The consent of the Members shall be required 
for a sale, lease, exchange, merger, consolidation or other disposition by the Company of all, or 
substantially all, of its property other than in the usual and regular course of business. All 
Members, whether or not entitled to vote, shall be given notice of the Members’ meeting at 
which such transaction is to be voted upon. Such notice shalI state that the purpose, or one of the 



purposes, of the meeting is to consider such sale, lease, exchange, merger, consolidation or other 
disposition. 

13. CERTIFICATES FOR UNITS; TRANSFERS. 

13.1 Certificates for Units. Certificates representing Units shall be in such forni as 
may be determined by the Board. Such certificates shall be signed by the President or a Vice 
President and by the Secretary or an Assistant Secretary, if such offices be created and filled, or 
signed by two officers designated by the Board to sign such certificates. If a seal has been 
adopted, such certificates may bear such seal or its facsimile. The signature of such officers 
upon such certificates may be signed manually or by facsimile. All certificates for Units shall be 
consecutively numbered. 

13.2 Transfer of Units on Company’s Books. Transfer of Units shall be made only 
on the books of the Company by the registered holder thereof, or by the registered holder’s legal 
representative who shall furnish proper evidence of authority to transfer, or by the registered 
holder’s attorney-in-fact thereunto authorized by power of attorney duly executed and filed with 
the secretary, and on surrender for cancellation of the certificate for such Units. The person in 
whose name Units stand on the books of the Company shall be deemed the owner thereof for all 
purposes as regards the Company. 

13.3 Assignment. The Member may freely assign its Units. The transferee of any 
Units shall automatically become a substitute Member in the place of the transferor Member with 
respect to the Units transferred. 

14. DISSOLJJTION. 

14.1 When Dissolution Occurs. Except as otherwise specifically provided in the Act, 
the Company shall dissolve upon, but not before, the decision of the Board and the Members to 
dissolve the Company. Dissolution af the Company shall be effective upon the date on which 
the event giving rise to the dissolution occurs, but the Company shall not terminate until the 
assets of the Company shall have been distributed as provided in Section 14.3. Notwithstanding 
dissolution of the Company, prior to the liquidation and termination of the Company, the 
business of the Company and the affairs of the Members, as such, shall continue to be governed 
by this Agreement. 

14.3 Distributions Upon DissoIution. TJpon the dissolution of the Company, the 
properties of the Company to be sold shall be liquidated in orderly fashion and the proceeds 
thereof, and the property to be distributed in kind, shall be distributed as follows: 

(a) First, to the payment and discharge of all of the Company’s debts and 
liabilities, to the necessary expenses of liquidation and to the establishment of any reserves 
which the Board determines to create for unmatured andor contingent liabilities or obligations of 
the Company. 
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(b) Second, to the Members, in accordance with the number of Units owned by 
each of them. 

15. NO RIGHT OF WITHDRAWAL. 

15.1 No Right of Withdrawal. A Member niay not withdraw from the Company 
voluntarily and receive payment for the Member’s [_‘nits. 

16. EMERGENCY PROVISIONS. 

16.1 Adoption of Emergency Provisions. The provisions of the Section 16 
(‘‘Emergency Provisions”) shall be operative during any emergency. An emergency shall exist 
for purposes of this Section 16.1 if a quonim of the Board cannot readily be assembled because 
of some catastrophic event. All provisions of this Agreement which are consistent with the 
Emergency Provisions shall remain effective during the emergency. The Emergency Provisions 
shall not be effective after the emergency ends. 

16.2 Emergency Provisions. 

(a) Call of Meeting. A meeting of the Board may be called by any officer or 
director of the Company. Notice of the time and place of the meeting need be given by the 
person calling the meeting to such of the directors as it may be practicable to reach and may be 
given in any practicable manner, including by publication or radio. Such notice shall be given at 
such time in advance of the meeting as circumstances permit in the judgment of the person 
calling the meeting. 

(b) Quorum. The director or directors in attendance at the meeting shall 
constitute a quorum. 

(e) Lines of Succession. The Board, either before or during any such 
emergency, may provide, and from time to time modify, lines of succession in the event that 
during such an emergency, any or all directors, officers, employees or agents of the Company 
shall, for any reason, be rendered incapable of discharging their duties. 

(d) Change in Principal Office. The Board, either before or during any such 
emergency, may, effective in the emergency, change the principal office or designate several 
alternative principal or regional offices, or authorize the officers to do so. 

(e) Liability of Officers and Directors. All Company action taken in good faith 
in accordance with the Emergency Provisions shall bind the Company and shall not be used to 
impose liability on a director, officer, employee or agent of the Company. 

16.3 Changes in Emergency Provisions. The Emergency Provisions shall be subject 
to repeal or change by further action of the Board or by action of the Members, but na such 
repeal or change shall modify the provisions of this Section 16.3 with regard to action taken prior 
to the time of such repeal or change. 
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17. AMENDMENT. 

17.1 Amendment of Agreement. Except as otherwise specifically provided in this 
Agreement, this Agreement may be modified or amended from time to time only upon the 
consent of the holders of a majority of the Units. 

18. GENERAL,. 

18.1 Captions; Section References. Section titles or captions contained in this 
Agreement are inserted only as a matter of coiivenience and reference, and in no way define, 
limit, extend or describe the scope of this Agreement, or the intent of any provision hereof. All 
references herein to Sections shall refer to Sections of this Agreement unless the context clearly 
otherwise requires. 

18.2 Number and Gender. Unless the context otherwise requires, when used herein, 
the singular shall include the plural, the plural shall include the singular, andall nouns, pronouns 
and any variations thereof shall be deemed to refer to the masculine, feminine or neuter, as the 
identity of the person or persons may require. 

18.3 Severability. If any provision of this Agreement, or the application thereof to 
any person, entity or circumstances, shall be invalid or unenforceable to any extent, the 
remainder of this Agreement, and the application of such provision to the other persons, entities 
or circumstances, shall not be affected thereby and shall be enforced to the greatest extent 
permitted by law. 

18.4 Binding Agreement. Except as otherwise provided herein, this Agreement shall 
be binding upon, and inure to the benefit of, the parties hereto, and their respective executors, 
administrators, heirs, successors and assigns. 

18.5 Applicable Law. This Agreement shall be governed by, and construed in 
accordance with, the laws of the Commonwealth of Kentucky without regard to its conflict of 
laws rules. 

18.6 Entire Agreement. This Agreement contains the entire agreement between the 
parties hereto with respect to the subject matter hereof. 

18.7 Counterparts. This Agreement may be executed in any number of counterparts 
and all such counterparts shall, for all purposes, constitute one agreement, binding upon the 
parties hereto, notwithstanding that all parties are not signatory to the same counterpart. 

IN WITNESS WHEREOF, the Member has duly executed this Agreement as of the day 
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and year first above written. 

E.ON US INVESTMENTS COW. 

BY :- 

Chief Executive Officer and 
President 
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and year first above written. 

E.ON US INVESTMENTS COW. 

BY: w John R. McCall 

Chief Executive Officer and 
President 
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and year first above written. 

E.ON US INVESTMENTS COW. 

BY: 
John R. McCall 
Chief Executive Officer and 
President 

19 



ANNEX A 
TO 

OPERATING AGWXMENT 
OF 

LEC LLdC 

Current Members 

Meiiiber Name Business Address Number of Units 

E O N  TJS Investments Corp. Grand Duchy of Luxembourg 1 

Dated: 29 December 2003 
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ANNEX A 
TO 

OPERATING AGREEMENT 
OF 

LEC LLC 

Current Members 

MemberName I_ Business Address Number of Units 

E.ON US Investments Corp. Grand Duchy of Luxembourg 1 

Dated: 29 December 2003 
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ANNEX A.l 
TO 

OPERATING AGREEMENT 
OF 

LEC LLC 

Current Members 

Member Name Business Address Number of Units 

LG&E Energy Corp. Louisville, Kentucky 5,400,000 

Dated: December 30,2003 (a.m.) 
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ANNEX A.2 
TO 

OPERATING AGREEMENT 
OF 

LEC LLC 

Current Members 

Member Name Business Address Number of Units 

E.ON US Investments Corp. Grand Duchy of Luxembourg 1,001 

Dated: December 30,2003 (pm.) 

1 
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COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

THE JOINT PETITION OF ) 
PPL CORPORATION, E.ON AG, 1 

OLD DOMINION POWER COMPANY 1 
FOR APPROVAL OF AN ACQUISITION ) 
OF CONTROL OF UTILITIES ) 

E.ON US INVESTMENTS COW., E.ON U.S. LLC ) 
AND KENTUCKY IJTILITIES COMPANY D/B/A ) CASE NO. PUE-2010-00060 

TRANSACTION SUMMARY 
FOR UTILITY TRANSFERS ACT PETITION 

Petitioners file this Transaction S m a r y  in support of their petition for approval, 

pursuant to Chapter 5, Title 56 of the Virginia Code ($56-88 et seg.), as amended, of the 

transfer of ownership and control of Kentucky IJtilities Company d/b/a Old Dominion Power 

Company (“KU/ODP”) (the “Joint Petition”), all in accordance with the terms of the Purchase 

and Sale Agreement dated as of April 28, 2010 between PPL Corporation (“PPL,”), E.ON US 

Investments Corp. (“E.ON ‘IJS Investments”), and solely for the purposes of Articles VI, IX, 

and X, E.ON AG (“E.ON”).’ 

1. Provide a copy of the agreement. 

A copy of the Purchase and Sale Agreement dated as of April 28,2010 between PPL, 

E.ON US Investments, and solely for the purposes of Articles VI, IX and X, E.ON (the 

“Purchase and Sale Agreement”) is attached as Exhibit A to the Joint Petition. Concurrently 

with the filing of the Joint Petition, Petitioners are filing a Motion for Protective Order 

pursuant to 5 VAC $ 5-20-170 relating to portions of the Company Disclosure Schedule in the 

Purchase and Sale Agreement. 

’ E.ON and E.ON US Investments have joined in this Joint Petition and Transaction Summary because the 
Petitioners believe that Va. Code 556-88 et seq., as amended, requires that the proposed transferor, in addition to 
the proposed transferee, obtain the approval of the Commission to any transfer of ownership and control of a 
utility. The involvement of E.ON and E.ON US Investments in the preparation of this Joint Petition and 
Transaction Summary has been limited to confirmation of their respective corporate information. 



2. Explain how the sales price was determined. 
determining the sales price as well as calculations and assumptions used. 

Provide the methodology for 

The purchase price in the Purchase and Sale Agreement is $7.625 billion. PPL intends 

to acquire all of the issued and outstanding limited liability company interests of E.ON U.S. 

from E.ON’s indirect wholly owned subsidiary, E.ON US Investments, for $7.625 billion 

compromised of $2.062 billion in cash, refinancing the outstanding debt held by Louisville Gas 

and Electric company (“LG&E”) and KU/ODP currently held by an affiliate of E.ON that is 

not being transferred to PPL and the assumption of $925 million in all tax-exempt bonds issued 

of LG&E and KU/ODP. The bonds will remain the obligations of LG&E and KU/ODP. The 

purchase price was determined by arms length negotiations between the parties. 

3. Describe how the proposed transaction will be accounted for on the regulated 
utility’s books of record. 

The accounting for the proposed transaction has not been finalized at this time. The 

Purchase and Sale Agreement contemplates that the transaction will be accounted for on E.ON 

U.S.’s books and records and not on KU/ODP’s books and records. However, it is possible 

that the proposed acquisition will require “pushdown accounting,” under which KU/ODP’s 

assets and liabilities would be revalued to fair value as of the date of the acquisition and an 

amount of goodwill may need to be recorded at the utility level. The Securities and Exchange 

Commission (“SEC”) rules governing “pushdown accounting” are complex and the Petitioners 

continue to evaluate the potential effect on KU/ODP’s books. The Petitioners commit, 

however, that they will not seek regulatory rate-recovery of costs caused by any required 

“pushdown.” 

Otherwise, the proposed acquisition will not affect KU/ODP’s accounting records. 

KU/ODP will continue to operate as a public utility, maintain separate accounting records fiom 
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its holding company, E.ON U.S. LLC (“E.ON 1J.S.”)2, and file reports and financial 

information with the Commission as a separate and distinct company in accordance with 

Generally Accepted Accounting Practices (“GAAP”) and the Uniform System of Accounts, as 

required by the Federal Energy Regulatory Commission (“FERC”), and as required by this 

Commission. 

4. Provide an explanation as to why the proposed transfer is to take place and 
address, in specific terms, the anticipated impact on the provision of adequate 
service to the public at just and reasonable rates. Indicate specifically how rates 
will be affected and how customers will obtain service after the proposed transfer. 
In terms of rate impact, provide specific comparisons before and after the 
proposed transfer. 

E.ON has made the strategic decision to divest itself of E.ON U.S. in order to realign its 

operations, simplify its corporate structure, and sell certain holdings to reduce its debt. With 

PPL as the new owner, E.ON U.S.’s employees in Virginia gain a new and strong domestic 

partner for the future. E.ON, on the other hand, gains more clarity in its portfolio and room for 

organic growth in other markets. 

The proposed acquisition will not have any adverse effect on the technical ability of 

KU/ODP to provide service. PPL is committed to maintaining E.ON U.S.’s and KU/ODP’s 

current high quality technical staff. There are no planned workforce reductions at E.ON US.  

or KU/ODP as a result of the proposed acquisition. Further, the proposed acquisition will not 

have any adverse effect on KU/ODP’s quality of utility service. KU/ODP has always been 

committed to high quality, reliable utility service and will continue to maintain such service 

going forward. This commitment will only be strengthened by PPL’s commitment to the same. 

KU/ODP will continue to maintain a substantial presence throughout its service territory in 

The current name of KU/ODP will not be changed. PPI., has not yet determined the new name of E.ON U.S. 2 

For convenience, this Transaction Summary will continue to refer to E.ON U S .  as “E.ON U.S.” 
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Virginia in order to serve its Virginia customers, including maintaining its business offce and 

operations center in Norton and its business offce in Pennington Gap. 

Finally, the proposed acquisition will not have any adverse effect an KU/ODP’s 

Virginia customers. The proposed acquisition is not dependent on cost savings or synergies 

like those created when LG&E Energy merged with K U  Energy in May 1998. This will be a 

transparent transaction for customers because local management, operations, and systems will 

remain intact. Similarly, the proposed acquisition will not have any effect on the rates 

customers pay, and PPL will not request rate increases to pay for any portion of the proposed 

acquisition. Approval of the proposed acquisition will not impair or jeopardize the provision 

of adequate service to the public at just and reasonable rates. 

5. Indicate whether customers have been notified of the proposed transfer of control. 
If so, provide a copy of the notice. If not, explain why notice was not given. Also 
provide the number of customers in Virginia and types of services provided. 

In Virginia, KU/ODP provides retail electric service to approximately 30,000 

customers. Customers were notified of the proposed acquisition in the June 2010 edition of 

KU/ODP’s Powersource publication. PowerSaurce is included each month with customer 

billing statements. A copy of this notice is attached as Exhibit A to this Transaction Summary. 
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6. Provide complete financial statements (audited, if available), to include a Balance 
Sheet, Income Statement, and Cash Flow Statement, of the entity acquiring 
control for the last three years, if available. If the entity acquiring control already 
has financial statements on file with the Commission, such as Form M, Form 1, 
Form 2, or other Annual Financial and Operating Report, it will not be necessary 
to duplicate those filings. 

Copies of PPL’s Form 10-K are available online at the following: 

2007: 

http://www.sec.gov/Archives/edgar/data/3 17 187/0000922224080000 13/ppll 0k2007.htm 

2008: 

http://www.sec.gov/Archives/edgar/data/3 1 7 1 87/000092222409000020/form 1 0k2008 .htm 

2009: 

http://www.sec.gov/Archives/edgar/data/3 17 187/000092222410000012/form10k.htm 

7. Provide the most current financial statements (audited, if available), to include a 
Balance Sheet, Income Statement, Cash Flow Statement, and Capital Structure 
Statement for the entity disposing of control if fmancial statements as referenced 
above are not on file with the Commission. 

E.ON’s financial statements for the years 2007, 2008, and 2009 are available online at: 

http://www.eon.com/en/corporate/20 173 .jsp. EON US Investments does not have audited 

financial statements, but is providing relevant financial information, attached as Exhibit B to 

this Transaction S m a r y .  

8. Provide pro forma financial statements reflecting the proposed transaction for all 
entities involved. Include capitalization ratios. 

Copies of pro forma financial statements reflecting the proposed transaction, including 

capitalization ratios, for PPL, E.ON US Investments, E.ON, E.ON U.S., and KU/ODP are 

being prepared. Petitioners will supplement this Transaction Summary and provide relevant 

statements as soon as they are available. 
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9. Provide copies of Virginia-specific costkenefit analyses, merger savings analyses, 
market power studies, or similar reports related to the proposed transaction 
prepared for or on behalf of the companies in connection with the proposed 
transfer of control. 

PPL, did not consider any synergies or savings in evaluating the economics of the 

proposed acquisition. Accordingly, no Virginia-specific analyses exist. 

As part of its filing with the FERC, Petitioners anticipate that a market power study will 

be submitted. If so, Petitioners will supplement this Transaction Summary and provide the 

market power study. 

10. Provide as accurate as possible an estimate of any anticipated upgrades or 
improvements that will need to be made as a result of the proposed transfer and 
what impact the improvements will likely have on customers’ rates. 

The Petitioners do not anticipate that any upgrades or improvements will need to be 

made as a result of the proposed acquisition, and therefore there will not be any impact on 

customers’ rates. 

11. Provide any available information on additional investment that will be required 
to improve service quality as a result of the proposed transfer and what the likely 
impact will be on customers’ rates. 

The Petitioners do not anticipate that any additional investment will be required to 

improve JSIJ/ODP’s already outstanding service quality as a result of the proposed acquisition. 

Following the proposed acquisition, customers of KU/ODP will continue to receive the same 

high-quality energy services and will have the same business arrangements with KU/ODP as 

before the proposed acquisition. PPL, E.ON U.S., and KU/ODP commit, however, that if new 

or different practices or business arrangements are implemented in the future, they will take 

into full consideration the related impacts on the levels of customer service and customers’ 

rates, including any negative impacts resulting fiom workforce reductions. 
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12. Describe how the proposed transfer will be financed. 

PPL has a combination of cash on hand and credit facilities in place to finance the 

proposed acquisition. In connection with entering into the Purchase and Sale Agreement, PPL 

entered into an agreement with Bank of America, N.A., Banc of America Securities LLC, 

Merrill Lynch, Credit Suisse AG, and Credit Suisse Securities (USA) LLC, under which PPL 

has been provided a 364-day unsecured bridge financing commitment to ensure a cash tender 

making up nearly 85% of the total purchase price. PPL also has $3.5 billion in credit capacity 

under other existing multi-year credit facilities. The permanent financing contemplated by 

PPL for the proposed acquisition includes the offering by PPL of $750 million to $1 billion in 

high-equity-content securities, and the public offering by PPL of $2.2 billion to $2.6 billion in 

common stock. Upon completion of the proposed acquisition, PPL will have available 

resources and assets of about $33 billion (about $22 billion as of December 31, 2009), 

including $3.5 billion in unused credit capacity with which to continue to pursue its business 

goals through its direct and indirect subsidiaries, including KU/ODP. PPL expects to issue 

$800 million in unsecured corporate debt. Neither E.ON U.S. nor any of its subsidiaries, 

including KU/ODP, will borrow or issue any security, incur any debt or pledge any assets to 

finance any part of the proposed acquisition. 

13. List any other jurisdictions from which approval for the proposed transfer is 
necessary. Provide a summary of any approvals already granted and copies of 
any orders already issued. Provide bi-weekly updates until a Commission Order 
is issued. 

The Petitioners filed a Joint Application for Approval of an Acquisition of Ownership 

and Control of Utilities with the Kentucky Public Service Commission on May 28, 2010, and 

an order is anticipated in September 2010. Petitioners will also file a petition for approval of 

the proposed acquisition with the Tennessee Regulatory Authority, and applications with the 
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FERC and the Federal Communications Commission. In addition, although not an approval, 

the Petitioners will file a premerger notification pursuant to the Hart-Scott-Rodino Antitrust 

Improvements Act of 1976. KTJ/ODP will provide this Commission with bi-weekly updates 

and with copies of all orders as they become available. 

14. Explain how and in what accounts any acquisition costs or premiums will be 
reflected in financial statements. 
premium. 

Provide an estimate of the a 

As explained above, it is possible that the proposed acquisition will require “pushdown 

accounting” that may affect the books and records of KU/ODP whereby its assets and 

liabilities may be revalued to fair value as of the date of the acquisition and a corresponding 

amount of goodwill may need to be recorded at the utility level. The SEC rules governing 

“pushdown accounting” are complex and the Petitioners continue to evaluate the potential 

effect on KU/ODP’s books. The Petitioners commit, however, that they will not seek rate- 

recovery of costs caused by any required “pushdown.” Customers of KU/ODP will not bear 

any costs of the proposed acquisition. 

15. Provide copies of any equity analysts’ reports, press releases, or bond ratings 
reports regarding the proposed transfer. 

Copies of available equity analysts’ reports, press releases, and bond ratings reports are 

attached collectively as Exhibit C to this Transaction Summary. 

16. Indicate how the proposed transfer affects existing company stock plans for the 
regulated entity. 

KU/ODP does not have a company stock plan. 
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17. Indicate how the proposed transfer affects the outstanding debt of the regulated 
entity. 

Contemporaneously with the filing of the Joint Petition, KU/ODP is filing an 

application with this Commission for approval to issue first mortgage bonds which KU/ODP 

will use to repay its current unsecured indebtedness owed to Fidelia Corporation, an affiliate of 

E.ON, or to be issued debt in lieu of previously authorized debt to Fidelia Corporation. 

KU/ODP has also requested authority to issue first mortgage bonds for the purpose of securing 

its outstanding pollution control obligations. Neither will increase the amount of KU/ODP’s 

outstanding or previously authorized debt. In addition, KU/ODP’s existing multi-year 

revolving credit facilities will no longer be available once KU/ODP leaves the E.ON group. 

KU/ODP is requesting authority to replace those .facilities as well. 

18. Explain whether a different company or different individuals will be providing 
service to customers as a result of the proposed transfer. Be specific in your 
response. 

Following the consummation of the proposed acquisition, the same company, KU/ODP, 

will continue to provide service to Customers. In fact, the proposed acquisition will be 

transparent to KIJ/ODP’s customers, who will see no change to their quality service. First, 

KU/ODP’s current presence and current management will continue as presently established. 

The headquarters of E.ON 1J.S. will remain in Louisville, Kentucky, and the headquarters of 

KU/ODP will remain in Lexington, Kentucky for a period of 15 years. The corporate officers 

of E.ON U.S. and KU/ODP will maintain their current titles and responsibilities and PPL will 

develop a retention and incentive program for managers of E.ON 1J.S. and KU/ODP. E.ON 

U.S.’s Board of Managers (currently known as Board of Directors) will consist of at least three 

members, one of whom will be the CEO of E.ON U.S. 
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Second, KU/ODP’s quality service will also continue after the proposed acquisition. 

The transaction will have no impact on the base rates or the operation of the fuel adjustment 

clauses, environmental surcharges, or demand side management clause of KU/ODP. 

KU/ODP’s customers will experience no adverse change in utility service due to changes, if 

any, related to the proposed acquisition. PPL, will maintain E.ON U.S.’s level of commitment 

to high quality service and will hlly maintain KU/ODP’s track record for superior service 

quality. PPI, will adequately fund and maintain KU/ODP’s transmission and distribution 

systems to supply their customers’ service needs, and KU/ODP will continue to operate 

through regional offices with local service personnel and field crews. Local customer service 

offices will not be closed as a result of the proposed acquisition and any future closures of 

customer service offices will take into account the impact on customer service. KU/ODP’s 

existing and future generation facilities will be dedicated to the requirements of its existing and 

future native load customers. The current policies of KU/ODP for low-income customers will 

not change as a result of the proposed acquisition, and PPL will review with KU/ODP whether 

policies more sympathetic to the needs of those customers would be appropriate. PPL and its 

utility subsidiary will minimize any negative impacts on customer service and satisfaction 

resulting from workforce reductions. KU/ODP will periodically file with the Commission the 

various reliability and service quality measurements it currently maintains. 

19. Provide charts or diagrams illustrating the corporate structure of the involved 
entity or entities before and after the proposed transaction. Be sure to include the 
Virginia regulated entity in such charts or diagrams. 

Charts illustrating relevant extracts of PPL’s, E.ON AG, E.ON U.S.’s and KU/ODP’s 

pre-acquisition corporate structures are attached as Exhibit D to this Transaction Summary. 

Also included in Exhibit D is the post-acquisition structure for E.ON U.S., KU/ODP and E.ON 
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AG. The post-acquisition structure for PPL is being completed and will be filed as soan as it is 

availabIe. 

20. Provide your best estimate as to the anticipated closing date for the proposed 
transaction. 

The Petitioners are targeting a closing date on or before December 30, 2010, pending 

receipt of all necessary federal and state regulatory approvals and clearances. 

21. Identify and quantify any anticipated costs and savings as a result of the proposed 
transfer. Include costs and savings due to applicable service company charges 
resulting from new services agreements as well as tax obligations that will be 
incurred as a result of the proposed transfer. Identify and quantify the portion of 
such costs and savings attributed to the Virginia regulated utility. Explain how 
any such savings will benefit Virginia customers. 

PPL did not consider any synergies or savings in evaluating the economics of the 

proposed acquisition. The transaction is not dependent on any synergies or savings, but to the 

extent that any result, the customers of KU/ODP will benefit. 

22. If control of a Virginia utility is being transferred to an entity that has not 
previously done business in Virginia, or that is not certificated in Virginia, but has 
previously acquired other utilities in other states, provide information on 
experiences in other jurisdictions and a contact person at the regulatory agency in 
each of the jurisdictions. In addition, provide the acquiring company’s senior 

Through its subsidiaries, PPL is primarily engaged in the generation and marketing of 

electricity in two key markets, the northeastern and western United States, and in the delivery 

of electricity in Pennsylvania and the United Kingdom. PPL’s principal direct subsidiaries are 

PPL Electric Utilities Corporation (“PPL Electric”), which is responsible for regulated utility 

operations, PPL Energy Funding Corporation (“PPL Energy Funding”), which is the parent 

company of PPL Energy Supply, LLC, a wholly owned subsidiary primarily responsible for 

unregulated energy operations, and PPL Capital Funding, Inc. (““PPL Capital”), which is 

responsible for certain corporate financing. 
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Through PPL Electric, PPL delivers extremely reliable power to 1.4 million retail 

customers. Its customers have power 99.9% of the time. PPL Electric maintains more than 

48,000 miles of transmission and distribution lines to provide that service. PPL Energy 

Funding serves as the holding company for PPL Energy Supply, LILY the parent company of 

PPL’s principal unregulated subsidiaries. Those principal unregulated subsidiaries are PPL 

Generation, LL,C (“PPL Generation”), which owns and operates U.S. generating facilities; PPL 

EnergyPlus, L,LC (“PPL, EnergyPlus”), which markets and trades electricity and gas in the 

wholesale and retail markets, and supplies energy in some markets; and PPL Global, LLC 

(“PPL Global”), which indirectly owns and operates PPL’s electricity distributor in the United 

Kingdom. 

PPL, through PPL Generation and its subsidiaries, owns and operates a portfolio of 

domestic power generating assets located primarily in Pennsylvania, Montana, Illinois, 

Connecticut, and Maine. PPL Generation’s power plants generally utilize a variety of fuel 

sources including coal, natural gas, oil, uranium, and water to produce energy. PPL, through 

PPL EnergyPlus, sells electricity produced by the portfolio of generation assets owned and 

operated by subsidiaries of PPL Generation. PPL EnergyPlus participates and trades energy in 

the wholesale and retail sectors, and also markets various energy commodities, primarily in the 

northeastern and western United States. 

PPL has had several subsidiaries that have previously qualified, or are now qualified, to 

do business in Virginia, including: (1) Power Markets Development Company (now known as 

PPL Global, LLC), PPL’s development subsidiary, which qualified to do business in Virginia 

on January 24, 1995 and withdrew its qualification on June 9,2003 when is relocated its main 

offices from Virginia to Pennsylvania; (2) PPL EnergyPlus, which qualified to do business on 
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June 23, 2008 for the purpose of a gas marketing opportunity that ultimately did not come to 

fruition, though it remains qualified in Virginia; and (3) McClure Company, which does 

periodic HVAC work that is not a significant part of its business and which qualified to do 

business on May 21,2005 and remains qualified to do business in Virginia. 

PPL is under the jurisdiction of the Pennsylvania Public Utility Commission. The 

contact information is: 

e James H. Cawley, Chairman, Pennsylvania Public Utility Commission, 

Commonwealth Keystone Building, 400 North Street, Harrisburg, PA 17 120 

PPL is managed primarily by its Corporate Leadership Council, which sets the 

strategic direction for the company and its subsidiaries. The Corporate 

Leadership Council is comprised of: 

James H. Miller, Chairman, President and Chief Executive Officer, has more 

than 35 years of diverse experience in the electricity industry. He joined PPL in 

February 2001 as president of PPL Generation, PPL’s subsidiary that controls or 

owns more than 12,000 megawatts of electrical generation capacity in the 

United States. He was promoted to executive vice president of PPL Corporation 

in January 2004 and became chief operating officer in September 2004. Mr. 

Miller was named president and a member of the company’s board of directors 

in August 2005 and assumed the additional roles of chairman and CEO on 

October 1, 2006. Before coming to PPL, Mr. Miller was executive vice 

president of USEC Inc. The company, based in Bethesda, Maryland, is an 

international supplier of enriched uranium to nuclear utilities. Previously, he 

was president of two ABB Group subsidiaries: ABB Environmental Systems, 

e 
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which supplied air pollution control equipment for the power industry, and ABB 

Resource Recovery Systems, which specialized in the design, construction and 

operation of waste-to-energy plants. He also served as president of the former 

TJC Operating Services, a partnership between Constellation Energy and LG&E 

Energy Corp., which provided power plant operations and maintenance services 

He began his career in the electricity industry at the former Delmarva Power & 

Light Co., where he held various engineering and management positions. A 

native of Wilmington, Delaware, Mr. Miller received his bachelor’s degree in 

electrical engineering from the University of Delaware. He also served in the 

U.S. Navy nuclear submarine program. 

Paul A. Farr, Executive Vice President and Chief Financial Officer, joined PPL 

in 1998 as director of international tax for PPL Global, the subsidiary that owns 

and operates electricity distribution businesses serving about 2.6 million 

customers in the United Kingdom. He created global tax deferral structures and 

financing vehicles, and performed tax and financial due diligence for 

international acquisitions. When PPL acquired 13 generating plants in Montana 

in 1999, Mr. Fan: served as PPL Montana’s chief financial officer and vice 

president-Finance. He led the finance department of PPL Montana, 

implementing financial systems, controls and reporting procedures, and helping 

to create a corporate organization. He retumed to PPL Global in October 2001 

as vice president-Operations and chief operating officer. He was promoted to 

senior vice president of PPL Global in December 2003, with responsibility for 

overseeing all day-to-day operations of the subsidiary, including international 

e 
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operations and international and domestic business development. He became 

vice president and controller for PPL Corporation in 2004, and was promoted to 

senior vice president-Financial in August 2005. In April 2007, he assumed his 

current position. Mr. Farr came to PPL from Illinova Generating Company, 

where he served as international project finance manager, coordinating 

financial, tax and legal due diligence for international acquisitions of electricity 

assets. Earlier, he was international tax manager for Price Waterhouse LLP and 

was employed by Arthur Andersen as an international tax senior. A native of 

Green Bay, Wisconsin, MI. Fan: received a master’s degree in management 

from Purdue University and a bachelor’s degree in accounting from Marquette 

University. He is a certified public accountant. 

e William H. Spence, Executive Vice President and Chief Operating Officer, 

oversees the day-to-day operations of PPL’ s generation, marketing, and 

distribution and transmission companies. This includes the company’s 

electricity delivery businesses in the United Kingdom and its nuclear 

development company. Mr. Spence joined PPL in 2006. Previously, he had 19 

years of service with Pepco Holdings and its heritage companies, Delmarva 

Power and Conectiv. He joined Delmarva Power in 1987 in the company’s 

regulated gas business, where he held various management positions before 

being named vice president of trading for Delmarva Power in 1996. In that 

position, he helped to grow the trading operations fiom inception to more than 

$2 billion in revenues and integrated the merchant operations of Atlantic City 

Electric and Delmarva Power during the merger of the two companies. Mr. 
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Spence was named senior vice president of Conectiv in 2000, prior to the 

merger with Pepco, and eventually was named president of P e p o  Holdings’ $3 

billion competitive generation and retail marketing businesses. Mr. Spence 

earned a bachelor’s degree in petroleum and natural gas engineering from Penn 

State University and a master’s degree in business administration from Bentley 

College in Waltham, Massachusetts. He also is a graduate of the Executive 

Development Program at the University of Pennsylvania’s Wharton School and 

the Nuclear Technology Program of the Massachusetts Institute of Technology. 

Robert J. Grey, Senior Vice President, General Counsel and Secretary, joined 

PPL in March 1995 as vice president, general counsel and secretary. He was 

promoted to his current position in March 1996. Prior to his work at PPL, Mr. 

Grey was general counsel for Long Island Lighting Co. Prior to that, he had 

been a partner with the law firm of Preston Gates & Ellis (now K&L Gates) in 

Seattle, Washington, and Portland, Oregon His experience also includes several 

years as a staff counsel for the New York Public Service Commission, and he 

served as an attorney for the U.S. Environmental Protection Agency. Mr. Grey 

is a member of the bar in Maryland, the District of Columbia, New York, 

Oregon, Washington, Pennsylvania and Georgia (inactive). He also is a 

member of the American Bar Association, where he serves on the Council 

Group of the Public Utility, Communications and Transportation Law Section. 

A native of Westbury, Long Island, in New York, Mr. Grey earned a bachelor’s 

degree fiom Columbia University, a doctor of laws degree from Emory 

0 
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University, and a master of laws degree in taxation from George Washington 

IJniversity 

23. Discuss any anticipated economic impacts related to jobs and facilities in Virginia 
as a result of the proposed transfer. Explain and discuss any anticipated 
elimination or increase in jobs in Virginia. 

There will be no adverse economic impact related to jobs or facilities in Virginia as a 

result of the proposed acquisition. There are no planned workforce reductions as a result of the 

proposed acquisition. Further, KU/ODP will continue to operate through regional offices with 

local service personnel and field crews, and local customer service offices will not be closed as 

a result of the proposed acquisition. KU/ODP intends to maintain its business office and 

operations center in Norton and its business office in Pennington Gap. 

24. Identify the source of debt and equity for the regulated company after the 
proposed transaction. 

As noted in Item 17, KU/ODP intends to replace its current debt to an E.0N affiliate 

with external secured first mortgage bonds, and also to use first mortgage bonds to secure its 

outstanding and future pollution control obligations. KU/ODP anticipates that for long-term 

debt financing it will rely upon external, secured debt in the fuhue. Following consurnmation 

of the proposed acquisition, its equity will be held within the PPL, system, rather than the E.ON 

system. Contemporaneously with the filing of  the Joint Petition, KU/ODP is filing an 

application for approval of this refinancing. 
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25. Explain how t 
capital. 

transaction will impact the regulated company’s cost of 

As discussed in more detail in the financing application being filed concurrently with 

the filing of the Joint Petition, KIJ/ODP expects that by replacing its unsecured debt with 

secured debt, its cast of capital will be lower. 

26. Explain how the proposed transaction will affect t 
to financial and capital markets. 

KIJ/ODP will continue to have access to the capital markets and will, when and as 

required by applicable laws, seek approval fiom this Commission, as well as the Kentucky 

Public Service Commission, the Tennessee Regulatory Authority, and the FERC before issuing 

any securities or forms of debt. The proposed acquisition by PPL will continue to provide 

KIJ/ODP full access to capital markets to raise funds for investments in facilities to serve 

customers. The restructuring of the current unsecured debt and issuance of first mortgage 

bonds, discussed in more detail in KU/ODP’s Refinancing Application, will allow it to 

continue to raise capital at reasonable rates. Historically, first mortgage bonds have provided 

KU/ODP with access to reasonably priced capital. 

27. Discuss what impact the proposed transfer is likely to have on competition in 
Virginia and how that impact will affect the provision of adequate service to the 
public at just and reasonable rates. Include a list of companies considered to be 
competitors. 

The Petitioners do not believe that the proposed acquisition will have any effect 

whatsoever on competition in Virginia. KU/ODP is not in any competitive market in Virginia. 
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EXHIBITS 

Exhibit A: June 2010 edition of PowerSource 

Exhibit B: Financial information on E.ON US Investments 

Exhibit C: Relevant equity analysts reports, press releases and bond rating reports 

ExhibitD: Charts showing relevant extracts of PPL’s, E.ON AG, E.ON U.S.’s and 
KU/ODP’s pre-acquisition structure and E.ON AG, E.ON IJ.S.’s and 
KU/ODP’s post-acquisition structure 
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For 15 years, Clyde Rowlett, Coal 
Equipment Operator at Ghent Plant, 
has been a volunteer firefighter at the 
Westside Fire Department in Carroll 
County Rowlett and other volunteers 
respond to fires, vehicle accidents 
and other events where assistance 
is needed As part of the completely 
volunteer fire department, Rowlett 
knows his involvement is critical 
Without volunteers like him, there likely 
would be no first responders 

Although all of his runs are important, 
one stands out in his mind "The 
children really wanted the dog that 
was still in the burning house, but we 
had pretty much given up hope," said 
Clyde "But there he was, in between 
two pieces of drywall, a little warm but 
safe The children were so excited It 
just makes you feel good when you're 
able to give people something they 
really want " 

PPL Corporation to acquire E.ON U.S. 
PPL Corporation and E ON A G entered 
into a definitive agreement for the sale 
of E ON \J S (the parent company of 

Power produced will be dedicated 
to existing and future native 
load customers 

Old Dominion Pow& to PPL f i r  $7 625 
billion PPL, headquartered in Allentown, 

No downsizing of ODP work force 

Pennsylvania, currently owns or controls 
nearly 12,000 megawatts of generating 
capacity in the United States, sells 
energy in key U S markets and delivers 
electricity to about four million customers in 
Pennsylvania and the United Kingdom 

"We are extremely pleased that we've 
crossed the finish line with a new 
partner that will be a great asset PPL is 
an outstanding company with a strong 
commitment to their customers and the 
communities they serve," said Victor A 
Staffieri, chairman, CEO and president 

Company to maintain commitments 
to local communities, charitable 
giving and economic development 
opportunities 

Continued pursuit of emission 
control technology as part of 
its environmental stewardship 
Approximately 50 percent of its 
portfolio consists of coal-fired plants, 
and PPL has made significant 
investments to upgrade its plants 
with state-of-the-art emission 
control technology 

Best-in-class service will be maintained o f E O N U S  

"Through this transaction, we are taking 
advantage of a rare opportunity to 
add to the PPL family of companies the 
experience, talent and values of an 
organization with a proven track record 
of cost-effective operations, a strong focus 
on customer service and constructive 
regulatory relationships," stated James H 
Miller, PPYs chairman, president and chief 
executive officer "Together we expect to 
build on each company's superior track 
record for customer service and dedication 
to the communities we serve " 

The transaction is subject to approvals by 
the Kentucky Public Service Commission, 
the Virginia State Corporation Commission 
and Federal Energy Regulatory 
Commission, among others The 
companies anticipate completing the 
transaction by the end of the year, subject 
to regulatory approvals and customary 
closing conditions 

PPL is dedicated to being a strong partner ~ ! 



An eusy way to pay your bill 
Looking for ways to save money? 
How about helping the environment? 

With auto pays you can do both Auto 
pay saves you money because you won't 
have to buy checks or stamps to mail your 
payment It also helps the environment by 
cutting down on the amount of paper you 
use and trips to the post office to mail 
your payment 

More than one hundred thousand 
customers take advantage of the auto pay 
program, which deducts your payment 

automatically each month from your bank 
account on the payment due date 

AS an auto pay customer, you will still 
receive a monthly statement in plenty 
of time to verify the information on your 
statement and to record the amount that 
will be automatically withdrawn from your 
bank account Enrollment is easy 

For more information or to enroll, 
visit www.eon-usxom or call 
(800) 98 1-0600 

Simple ways to manage your energy costs 
Review your bill carefully each month. 
look for unexpected increases in your 
usage They could be a signal of a 
larger problem, such as decayed 
caulking around your windows 

Raise the thermostat at least two 
degrees in the summer Raise it even 
more when on vacation or at work 

Unplug. Be it a phone charger or 
blender, anything 
plugged into an outlet 
IS drawing energy 
even when 
turned off 
Avoid this by 
unplugging 
anything not 
in use 

Flip the switch. 
Turn off lights 
when leaving a 
room Avoid the 

Don't place lamps or TV sets near 
your air-conditioning thermostat. 
The thermostat senses heat from 
these appliances, which can 
cause the air conditioner to run 
longer than necessary 

Turn off fans in rooms not in use. 
Fans are effective at cooling you - 
not the room 

Take short showers 
instead of baths. You 

will save on hot water 
energy costs and also 
reduce your waste 
water bill 

In the summer, 
keep curtains, 
drapes and blinds 
closed during the 

hottest part of the 
day to prevent the 

sun's rays from 
temptation to have the lights 
on all evening and be sure 
to turn off all the lights when 
heading to bed. 

heating your home 

Energy efficiency for your computer 

mmon misconception that screen 
ers save energy, so remember 

quipment in your home 
at you use sparingly? Save 

....... . .. . . . ... . .. . . . - .. . . - . 
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E.ON US INV GORP 
Balance Sheets and Income Statements 
12/31/09, 12131108 and 12/31/07, and the Years then Ended 

2009 2008 2007 

REVENUES: 
Electric utility 
Gas utility 
International and non-utility 
Net revenues 

0 P E RAT1 N G EX PEN S ES : 
Operation and maintenance: 
Fuel and power purchased 
Gas supply expenses 
Utility operation and maintenance 
International and non-utility operation and maintenance 
Depreciation, accretion and amortization 
Total operating expenses 

Losses on impairment of assets 

OPERATING (LOSS) INCOME 

Equity in earnings of unconsolidated ventures 
Other income and (deductions) 
Interest expense - affiliated companies 
Interest charges and preferred dividends 

(Loss) income from continuing operations, before income taxes 

Income taxes 

(Loss) income from continuing operations 

L.ass from discontinued operations, net of income tax benefit 
Loss on disposal of discontinued operations 

Net (loss) income excluding noncontrolling interest 

Noncontrolling interest - income statement 

NET (LOSS) INCOME 

ASSETS: 
Cash and temporary cash investments 
Restricted cash 
Accounts receivable - less reserve 
Materials and supplies 
Fuel (predominantly coal) 
Gas stored underground 
Other materials and supplies 
Deferred income taxes 
Assets of discontinued operations 
Prepayments and other 
Total current assets 

2,144,979 2,221,302 2,060,195 
354,285 451,903 352,682 

1,870 2,139 2,492 
2,501 , I  34 2,675,344 2,415,369 

949,048 1,053,674 925,673 
236,823 349,354 254,616 
607,110 532,617 491,432 
26,131 30,152 34,073 

248,346 
2,090,292 2,230,823 1,954,140 

- 271,180 265,026 

(1,493,000) (1,806,000) 0 

(1,082,158) (1,361,479) 461,229 

346 29,128 26,239 
40,934 (7,592) 74,692 

(791,723) (237,143) (225,593) 
- (23,291) (38,881) (53,507) 

(1,255,892) ( I  ,615,967) 283,060 

66,672 (32,958) 63,717 

(1,322,564) (1,583,009) 219,343 

(1 50,761) (I 73,004) (1 09,352) 
(69,066) 0 0 

(1,542,391) (1,756,013) 109,991 

(4,628) (7,532) (583) 

(1,547,019) (1,763,545) 109,408 

36,095 69,301 53,953 
76 1 11,915 17,922 

320,214 367,709 361,539 

158,235 123,209 87,696 
56,183 112,152 81,188 
72,384 68,074 65,211 
37,877 35,797 15,188 
90,241 919,204 921,794 

100,971 164,241 46,000 
872,961 1,871,602 1,650,491 

Net utility plant 7,145,009 6,714,594 6,018,043 
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E.ON US INV CORP 
Balance Sheets and Income Statements 
12/31/09, 12/31/08 and 12/31/07, and the Years then Ended 

Investments in unconsolidated ventures 
Investments in combustion turbines and other 
Total other property and investments 

Regulatory assets - pension and postretirement benefits 
Regulatory assets - other 
Gaodwill, net 
Restricted cash 
Other deferred debits 
Total deferred debits and other assets 

Total assets 

CAPITAL AND LIABILITIES: 
Current portion of long-term debt 
Current portion of long-term debt - affiliated company 
Notes payable - affiliated company 
Accounts payable 
Accounts payable to affiliated companies 
Liabilities of discontinued operations 
Customer deposits 
Other current liabilities 
Total current liabilities 

Long-term debt - affiliated 
Long-term debt - external 
Total long-term debt 

Accumulated deferred income taxes 
Investment tax credit 
Accumulated provision for pensions and related benefit 
Asset retirement obligations 
Regulatory liability - accumulated COR 
Regulatory liability - other 
Other deferred credits 
Total deferred credits and other liabilities 

Member's equity 

2009 2008 2007 
20,656 31,160 31,432 
4,915 _- 11,843 9,465 

25,571 43,003 40,897- 

308,788 387,000 137,728 
242,459 153,062 180,966 
837,244 2,330,244 4,136,244 

0 21,965 11,722 
75,374 55,449 72,200 

1,463,865 2,947,720 4,538,860 

9,507,406 11,576,919 12,248,291 

347,977 347,977 177,020 
98,041 75,468 2,433,874 

850,806 298,606 61,800 
21 1,049 280,800 286,748 
32,523 52,056 26,260 

7,268 1,006,563 887,628 
44,435 42,701 38,947 

265,709 192,616 188,144 
1,857,808 2,296,787 4,100,421 

5,625,977 5,328,977 2,396,000 
415,906 416,156 756,201 

6,041,883 5,7%33 3,152,201 

486,358 
152,192 130,301 101,098 
540,360 591 ,I 22 277,441 
65,525 63,299 59,946 

586,223 579,399 550,871 
75,580 96,836 101,721 

87,688 435,498 

11 1,681 121,448 83,770 
1,619,249 2,01 7,903 1,661,205 

(14,534) 1,547,096 3,334,464 

Total capital and liabilities 9,507,406 11,576,919 12,248,291 
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Press Release 
4.28.2010 

PPL Corporat ion to Acquire E.ON U.S. 

Headquarters and Management of LG&E and KU to Remain Unchanged 
No Downsizing of LG&E and KU Work Forces 
Combination Creates Strong Partnership for LG&E, KU and the Served Communities - Companies to Maintain Commitments to L oca/ Communities and Charitable Giving 

LOUISVILLE, Ky. - E.ON U.S., a diverslfied energy services company that owns and operates Louisville Gas and Electric 
Company and Kentucky Utilities Company, today announced that E.ON (NYSE: EON; Frankfurt: EOA), its parent 
company, and PPL Corporation (NYSE: PPL) have entered into a definitive agreement for the sale of E.ON U.S. to PPL 
for $7.625 billion. 

"In a week in which all eyes are on Kentucky, we are extremely pleased that we've crossed the finish line with a new 
partner that will be a great asset for the Commonwealth of Kentucky. PPL is an outstanding company with a strong 
commitment to their customers and the communities they serve," said Victor A. StaMerl, chairman, CEO and president 
of E.ON U.S. 

"As part of the transaction, PPL is making a series of commitments, created in part through discussions with Governor 
Beshear and Mayor Abramson, ensuring that the headquarters remain in Kentucky for 15 years, the management team 
remains intact, no jobs will be lost as a result of the transactlon, our community investment levels remain unchanged 
and our support of  economic development continues. 

"It Is a winning combination that benefits employees, customers, investors and the Commonwealths of Kentucky and 
Virginia," added Staffieri. 

"With LG&E and KU we have found strategic partners that will beneflt our shareholders as well as the Commonwealths 
of Kentucky and Virginia," said James H. Miller, PPL's chairman, president and chief executive officer. "Through this 
transaction, we are taking advantage of a rare opportunity to add to the PPL family of companies the experience, talent 
and values of  an organization with a proven track record of cost-effective operations, a strong focus on customer 
service and constructive regulatory relationships. 

"We are committed to becoming a trusted partner and valued corporate citizen in the Commonwealths of Kentucky and 
Virginia. We are committed to continuing high-quality service to customers, preserving jobs and maintaining the 
management team and corporate headquarters in Kentucky," continued Miller. "Together we expect to build on each 
company's superior track record for customer service and dedication to  the communities we serve." 

PPL Commitments 
PPL is dedicated to being a strong partner to LG&E, KU, and the communities in which they operate. As part of this 
commitment, PPL noted that: 

0 LG&E and KU Will Maintain Existing Headquarters and Names: The corporate headquarters will remain in 
Louisville. LG&E and KU will also maintain their headquarters In Louisville and Lexington, respectively, and will 
continue to  operate under their current names. 

0 Management Team Remains in Place and in Kentucky: Local leadership of E.ON U.S. will remain intact, 
continuing their current duties and responsibilities - in Kentucky - running the day-to-day operations of LG&E 
and KU. 

0 No Downsizing as a Result of this Transaction: PPL commits that no planned work force reductions will be 
made as a result of this transaction. All union contracts remain In place, and LG&E and KU will maintain their 
same position of neutrality on future organlzing activities in our area, 

0 Power from LG&E and KU Dedicated to Existing Customers: Consistent with current operations, power 
produced by LG&E and KU will be dedicated to their existing and future native load customers. 

http://vvww.eon-us.com/newsroorn/archive201 O/news-0428 1 O.asp 
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e Same Economic Development Criteria: PPL has committed to helping further LG&E's and KU's existing efforts 
to help bring new jobs to Kentucky. They will continue to work with the Commonwealth of Kentucky and the 
various agencies to proactively pursue economic development opportunities. 
Support for Low-Income Customers to Continue: LG&E and KU will continue to provide at least the same 
level of assistance for low-income customers that they do today. 

e Local Communities Can Continue to Count on LG&E and KU: PPL has an established record as a leader in 
community giving, LG&E and KU will maintain at least the same level of Charitable giving as they do today. 

e Clean Coal and Alternative Energy Investments to be Pursued: PPL has an established track record of  
responsible environmental stewardship. Approximately 50 percent of its portfolio consists of coal-fired plants, 
and PPL has made significant investments to upgrade Its plants with state-of-the-art emission control 
technology. PPL is committed to working with Kentucky officials to continue to  pursue these opportunities in the 
Commonwealth. 

e Best-in-Class Service Will Be Maintained: Like LG&E and KU, PPL and its employees are known for providing 
award-winning customer service. PPL Electric Utlllties Corp. has - and LG&E and KIJ have - received numerous 
J.D. Power and Associates awards for customer satisfaction. Both cornpanles are committed to ensuring 
continued high-quality customer service. 

In an initiative that was not part of the transaction agreement, E.ON has voluntarily committed, in recognition of the 
community relationships it has built as the parent company of LG&E and KU over the past decade, to make the 
following donations: $2 million to the University of  Kentucky for clean coal research; $2 million to the University of 
Louisville for engineering and energy efflclency programs; and $2 million to the E.ON U.S. Foundation for community 
and charitable needs. 

"E.ON has been a strong partner in Kentucky and they want to leave a legacy for the future," Staffieri said. 
"Throughout their ownershlp, they have invested in LG&E and KU, especially in areas of research and development and 
supporting the civic and charitable organizations in the communities we serve. I n  addition to the commitments made by 
PPL, E.ON's donations will help ensure those efforts continue." 

Approvals and Timing 
Among others, the transaction is subject to approvals by the Kentucky Public Service Commission, the Virginia State 
Corporation Commission and Federal Energy Regulatory Commission. The companies anticipate completing the 
transaction by the end of the year, subject to regulatory approvals and customary closing conditions. 

About E.ON U.S. 
E.ON U.S., headquartered in Louisville, Ky., is a subsidiary of E.ON, the world's largest investor-owned energy services 
provider. E.ON U.S. is a diversified energy services company that owns and operates Louisville Gas and Electric 
Company, a regulated utillty that serves 321,000 natural gas and 396,000 electric customers in Louisville and 16 
surrounding counties, and Kentucky Utilities Company, a regulated electric utility in Lexington, Ky., that serves 545,000 
customers in 77 Kentucky counties and five counties in Virginia. 

About E.ON 
With just under EUR82 billion In sales and roughly 88,000 employees, E.ON is one of  the world's largest investor-owned 
power and gas companies, 

About PPL Corporation 
PPL Corporation, headquartered in Allentown, Pa., owns or controls nearly 12,000 megawatts of  generating capacity in 
the United States, sells energy in key U.S. markets and delivers electricity to about four million customers in 
Pennsylvania and the United Klngdom. 
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PPL Corporation to acquire Kentucky's two major utilities 

Transaction expands footprint a n d  improves business mix 

PPL Corporation (NYSE: PPL) and E.ON AG today announced a definitive 
agreement under which PPL will acquire E.ON U.S. LLC, the parent company of 
Kentucky's two major utilities, Louisville Gas & Electric Company and Kentucky 
Utilities Company. These high-performing utilities serve 1.2 million customers, 
principally in Kentucky. 

PPL is acquiring LON US.  for $7.625 billion and will receive tax benefits with a 
present value of about $450 million as part of the transaction. Taking into account 
the tax benefits, the effective purchase price is $7.175 billion. 

The acquisition will transform PPL into a more geographically diverse ut i l i ty 
holding company with combined annual revenues of about $10 billion, serving 
nearly 5 million electricity customers in the United States and the United 
Kingdom, and owning or controlling about 20,000 megawatts of U.S. electricity 
generating capacity. 

"This is a transformational, value-rich transaction, which will immediately improve 
PPL's business mix by adding high-performing regulated utility operations to our 
already strong combination of  excellent regulated businesses and our high-value 
competitive generation fleet," said James ti. Miller, PPL's chairman, president and 
chief executive officer. 

"We are adding scale, creating a much stronger and more diversified enterprise 
while providing additional opportunities for regulated-business growth and, 
importantly, retaining the upside benefits o f  our competitive fleet when wholesale 
power market prices improve," said Miller. "Clearly, for PPL shareowners, thls is 
the r ight deal at the right time." 

The transaction, Miller said, takes advantage of "a rare opportunity to add to PPL 
the experience, talent and values of an organization with a proven track record of 
cost-effective operations, a strong focus on customer service and constructive 
regulatory relationships." 

Miller said PPL intends to operate the company as a wholly owned subsidiary of 
PPL Corporation, retaining the headquarters in Louisville, as has been the case 
with E.ON AG ownership. Customers will continue to  be served by LG&E and KU, 
with operational headquarters in Louisville and Lexington, respectively. 

"We are very pleased to  join the excellent management team and employees of 
PPL, who operate one of the most effective and customer-friendly utilities in the 
United States and the U.K.," said Vic Staffieri, chairman, chief executive officer 

http://dimccarthygpp1web.com
mailto:jpberastein@ppIweb.com
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and president of E.ON U.S. 

PPL, Miller said, is committed to  providing the highest quality service to  Kentucky 
customers and does not anticipate any change in Kentucky employment levels as 
a result of this transaction. 

PPL will pay for the transaction with $6.7 billion of cash and through the 
assumption of $925 million of  tax-exempt debt. PPL has committed bridge 
financing in  place from Bank of America Merrill Lynch and Credit Suisse. Miller 
said the permanent financing plan will include a combination of  common equity, 
first mortgage bonds, corporate debt, high-equity-content securities and cash on 
hand. Proceeds from the sale of PPL non-core assets may be explored as a 
potential t o  fund a portion of the transaction. 

Miller said the transaction is anticipated to be modestly dilutive in the first full 
year and accretive to earnings by 2013. 

"Adding the proven operations of LG&E and KU in the constructive Kentucky 
regulatory framework will enhance the overall business risk profile of  PPL, which 
we believe will lead to improved access to capital, a stronger credit profile and 
solid, investment-grade credit ratings in each of our businesses," said Miller. 

Miller also said that the company expects to announce next week (May 6 )  
reported earnings of $0.66 per share for the first quarter of 2010 compared with 
$0.64 per share for the first quarter of 2009, and earnings from ongoing 
operations of  $0.94 per share for the first quarter of 2010 compared with $0.60 
per share for the first quarter of 2009. 

At that time, he said, the company also will reaffirm its 2010 forecast of earnings 
from ongoing operations of $3.10 to $3.50 per share and for reported earnings of  
$2.82 to $3.22 per share (reflecting special items recorded through March 31, 
2010). These forecasts do not reflect any impact of  this transaction or the  related 
financings. 

The transaction is expected to close by the end of this year. I t  requires approvals 
by state regulators in Kentucky, Virginia and Tennessee and by the Federal 
Energy Regulatory Commission as well as the expiration of the waiting period 
under the Hart-Scott-Rodino Antitrust Improvements Act. No shareowner 
approvals are necessary for the transaction. Credit Suisse and Bank of  America 
Merrill Lynch served as PPL's financial advisers. Simpson Thacher & Bartlett, LLP, 
served as legal adviser. 

E.ON U.S., through LG&E and KU, provides electricity service to  941,000 
customers, mostly in the state of Kentucky, with some customers in Virginia and 
Tennessee. LG&E also provides natural gas delivery service to 321,000 customers 
in Kentucky. E.ON U.S. has about 3,100 employees and owns and operates about 
8,000 megawatts of regulated electric generation capacity. 

PPL Corporation, headquartered in Allentown, Pa., owns or controls nearly 12,000 
megawatts of generating capacity in the United States, sells energy in key U.S. 
markets and delivers electricity to about 4 million customers in Pennsylvania and 
the United Kingdom. The company has about 10,000 employees. Click here for a 
fact sheet for the combined companies. 

# # #  

Conference Call and Webcast 

PPL invites interested parties to listen to the live webcast of 
management's teleconference with financial analysts about the 
acquisition in New York City at 8 a.m. Thursday (4/29). The meeting is 

http://www.pplweb.com/newsroom/newsroom~quick~li~s/news+rele~es~PL~Co~o~ati~. , 
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available online live, in audio format, along with slides of the 
presentation, by clickina here. The webcast will be available for replay on 
the site for 30 days. Interested individuals also can access the live 
conference call via telephone at 1-888-396-2386, passcode PPL. 

# # #  

Statements contained in this press release, including statements with respect to 
future events and their timing, including the acquisition by PPL Corporation of 
€,ON U.S. LLC and its subsidiaries Louisville Gas & Electric Company and Kentucky 
Utilities Company (collectively, the “E. ON Entities’?, the expected results of 
operations of any of the E.ON Entities or PPL Corporation both before or following 
PPL Corporation’s acquisition of the E.ON Entities, as well as statements as to 
future earnings, energy prices, margins and sales, growth, revenues, expenses, 
cash flow, credit profile, ratings, financing, asset disposition, marketing 
performance, hedging, regulation, corporate strategy and generating capacity and 
performance, are ”forward-looking statements” within the meaning of the federal 
securities laws, Although PPL Corporation believes that the expectations and 
assumptions reflected in these forward-looking statements are reasonable, these 
expectations, assumptions and statements are subject to a number of risks and 
uncertainties, and actual results may differ materially from the results discussed in 
the statements. The following are among the important factors that could cause 
actual results to differ materially from the forward-looking statements: capital 
market conditions and decisions regarding capital structure; the market prices of 
equity securities and the impact on pension income and resultant cash funding 
requirements for defined benefit pension plans; the securities and credit ratings of 
PPL Corporation and its subsidiaries; stock price performance; receipt of necessary 
government permits, approvals, rate relief and regulatory cost recovery; market 
demand and prices for energy, capacity and fuel; weather conditions affecting 
customer energy usage and operating costs; competition in power markets; the 
effect of any business or industry restructuring; the profitability and liquidity of 
PPL Corporation, the E.ON Entities and either of their subsidiaries; new accounting 
requirements or new interpretations or applications of existing requirements; 
operating performance of plants and other facilities; environmental conditions and 
requirements and the related costs of compliance, including environmental capital 
expenditures and emission allowance and other expenses; system conditions and 
operating costs; development of new projects, markets and technologies; 
performance of new ventures; asset acquisitions and dispositions; any impact of 
hurricanes or other severe weather on our business, including any impact on fuel 
prices; the impact of state, federal or foreign investigations applicable to PPL 
Corporation, the EON Entities and either of their subsidiaries; the outcome of 
litigation against PPL Corporation, the E. ON Entities and either of their 
subsidiaries; political, regulatory or economic conditions in states, regions or 
countries where PPL Corporation, the E.ON Entities and either of their subsidiaries 
conduct business, including any potential eFfects of threatened or actual terrorism 
or war or other hostilities; foreign exchange rates; new state, federal or foreign 
legislation, including new tax or environmental legislation or regulation; and the 
commitments and liabilities of PPL Corporation, the E. ON Entities and each of their 
subsidiaries. Any such forward-looking statements should be considered in light of 
such important factors and in conjunction with PPL Corporation’s Form 10-K and 
other reports on file with the Securities and Exchange Commission. 

”Earnings from ongoing operations” should not be considered as an alternative to 
reported earnings, or net income attributable to PPL, which is an indicator of 
operating performance determined in accordance with generally accepted 
accounting principles (GAAP). PPL believes that ”earnings from ongoing 
operations, ” although a non-GAAP financial measure, is also useful and meaningfill 
to investors because it provides them with management‘s view of PPL‘s 
fundamental earnings performance as another criterion in making their investment 
decisions. PPL‘s management also uses “earnings from ongoing operations” in 
measuring certain corporate performance goals. Other companies may use 
different measures to present financial performance. 
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"Earnings from ongoing operations" is adjusted for the impact of special items. 
Special items include: 

o The impact of energy-related economic activity (as discussed below). 
e Foreign currency-rela ted economic hedges. 
o The impact of sales of assets not in the ordinary course of business. 
o Impairment charges (including impairments of securities in the company's 

nuclear decommissioning trust), 
o Workforce reduction and other restructuring impacts. 
o Other charges or credits that are, in management's view, not reflective of 

the company's ongoing operations. 

Energy-rela ted economic activity includes the changes in fair value of positions 
used to hedge a portion of the economic value of PPL's generation assets, load- 
following and retail activities. This economic value is subject to changes in fair 
value due to market price volatility of the input and output commodities (e.g,, fuel 
and power). Also included in this special item are the ineffective portion of 
qualifying cash flow hedges and the premium amortization associated with options 
classified as economic activity. These items are included in ongoing earnings over 
the delivery period of the item that was hedged or upon realization. Management 
believes that adjusting for such amounts provides a better matching of earnings 
from ongoing operations to the actual amounts settled for PPL's underlying 
hedged assets. 

Click here for details of all special items and the reconciliation of earnings from 
ongoing operations to reported earnings. 

# # #  
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PPL announces acquisition of E.On's US utilities 
This evening, PPL announced that it will acquiie E On U S , a subsidiary of E On 
and the parent of two regulated utilities located primarily i i i  Kentucky (Louisville 
Gas & Electric and Kentucky Utilities) for $7 625B PPL had previously indicated 
that it would be interested in acquiring inostly regulated utility assets to lower its 
risk profile and add scale We reiterate our Hold rating, as we expect execution 
risk related to tlie transaction to be an overhang for tlie next several months 

Kentucky utilities outlook key for transaction value 
PPL's purchase price of $7 625B represents roughly 9 3x tlie 2009 adlusted 
EBITDA reported by E On for the busiiiess aiid excluding tlie tax benefits in tlie 
purchase price We note that with the utilities only earning - 6 %  ROE in 2009, 
simply improving the earned returns (which w e  expect pending rate cases to allow 
for), should push earnings higliei At tomorrow's meeting, we  expect PPL to 
focus on a "riorinalized" earnings level, showing improvement in earned ROES, 
the addition of major capital projects to rate base, and lower sales (from tlie 
economic downturn) being reflected in rates We also expect them to provide 
some outlook for rate base grow'rh at the utilities going forward We note that 
both LG&E and KU have rate cases pending before the Kentucky PSC, and they 
should be decided later this year (3009) 

Waiting for more details on financing, tax benefits 
PPL laid out its permanent financing options (common equity, first mortgage 
bonds, corporate debt, hybrids, and cash on hand), but we  expect clarity on more 
specific financing plaiis at  tomorrow's ineeting Based on PPL's comments on 
only inodest dilution in 201 1, we  do not expect inoie than 40% equity in the mix 
We believe a 30%-40% equity financing range is most likely, and we  estimate it 
would require a $1 50M-$235M improvement i i i  EBITDA contribution (20%-30%) 
fiom the Kentucky utilities to eliminate dilution Based on tlie depressed EBITDA 
levels seen in 2009, we do iiot view this as terribly difficult to achieve by 2013, 
when PPL expects the transaction to be accretive PPL also highlighted a $450M 
NPV of tax benefits they will receive related to the transaction, but it is unclear 
when these would be realized 

No change to $32 price target as we  assess transaction's impact 
We value PPL using a sum-of-the-parts analysis We value PPL's utilities at 1 1x 
2012 EPS aiid the inercliant segment at  7 5x 2012 EBITDA Key upside risks 
include higher commodity prices and better rate case outcomes Downside risks 
include lower commodity prices and capital spending delays or disallowances 

Year End Dec 31 2009A 2010E 2011E 
FY EPS (USD) 1.95 3.35 3.05 
P/E (x) 15.7 7.7 8.4 
DPS (USD) 1.37 1.40 1 4 2  

Dividend yield (YO) 4 5  5.4 5.5 
Source Deursclie Bani ~ s i i n i a i ~ ~  coriinaiiy daia 

Price targel 32.00 
52-weei~ ranqe 34.34 - 25.60 
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Price (28 Am 10) USD 25 60 

Taraet mice USD 32 00 

52-week Range 
Market Cap (rn) 

USD 25 60 - 34 34 
USDm 9,660 
EURrn 7,316 

Company Profile 
PPL Corporation is an energy and utility holding company 
that operates through three main segments (Supply 
lnlernalional Delivery and Pennsylvania Delivery) Supply 
owns and operates domestic power plants and markets and 
trades power Supply controls nearly 12 OOOMW of 
generation in Ihe northeastern and western US Pennsylvania 
Delivery delivers electricily to 1 4M ciistomers in eastern and 
central PA International Delivery operates 2 electricity 
distributlon networks in the UK serving 2 6 M  cuslomers in 
southwest England and Wales 
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Fiscal year end 31-Dec 2007 2008 2009 2010E 2011E 2012E 

Financial Summary 
DB EPS (USD) 2 60 2 02 1 95 3 35 3 05 2 95 
Reported EPS (USD) 2 60 2 02 1 96 3 35 3 05 2 95 
DPS (USD) 1 1 9  1 3 1  1 37 1 4 0  1 4 2  1 44 

Valuation Metrics 
PricdSales (x) 2 6  2 3  1 5  0 7  0 7  0 7  
P/E (DE) (x) 17 4 21 4 15 7 7 7  8 4  8 7  
P/E (Reported) (x) 17 4 21 4 156  7 7  8 4  6 7  
PlBV (X) 3 4  2 1  2 1  1 5  1 3  1 2  

FCF yield (%) nm 1 1  5 4  3 6  nm nm 
Dividend yield (%) 2 6  3 0  4 5  5 4  5 5  5 6  

EV/Sales 3 6  3 3  2 3  1 1  1 3  1 3  
EVlEBlTDA 9 9  10 3 8 2  5 1  6 0  6 3  
EVlEBlT 14 4 15 6 12 6 6 7  7 5  8 0  

BVPS (USD) 1539 1439  1541 1737 1905 2060 

Income Statement (USDm) 
Sales 6,589 6.983 7.830 14.690 13.358 13,094 
EBlTDA 2.405 2.218 2,194 3.151 2.781 2.785 
EBlT 1,649 1,464 1.421 2,393 2.227 2.182 
Pre-tax profil 1.266 1.063 1.078 2.024 1.848 1.781 
Net income 1,000 76 1 738 1,264 1,154 1,116 

Cash Flow (USDm) 
Cash flow from operations 
Net Capex 
Free cash flow 
Equity raised/(bought back) 
Dividends paid 
Net inc/(dec) in borrowings 
Olher investing/linancing cash flows 
Net cash flow 
Change in working capital 

1,571 
-1.657 

-86 
-680 
-459 
-170 

1.031 
-364 
-178 

1,589 
-1.418 

171 
-19 

-491 
1.255 
-246 
670 

-9 

1,852 2,161 
-1,225 -1.81 1 

627 350 
60 20 

-517 -527 
-770 0 
30 1 167 

-299 11 
106 0 

1,778 
-1.919 

-141 
20 

-535 
200 

0 
-456 

0 

1,789 
-1.973 

-184 
20 

-543 
550 

0 
-157 

0 

Balance Sheet (USDm) 
Cash and cash equivalents 430 1 100 801 812 356 200 
Properly plant 8 equipment 12605 12416 13 174 14310 15675 17044 
Goodwill 99 1 763 799 799 799 799 
Olher assets 5946 7 126 7391  7391  7391 7391 
Total assets 19,972 21,405 22,165 23,312 24,221 25,434 
Debt 7 660 8 517 7782 7782 7982 8532 
Other liabililies 6436 7492  8568 8956 9028 9098 
Total liabilities 14,096 16,009 16,350 16,740 17,010 17,630 
Total shareholders' equity 5,876 5,396 5,815 6,572 7,211 7,804 
Net de61 7230 7417 6 981 6970 7626 8332 

Key Company Metrics 
Sales growth (%) 9 6  6 0  12 1 87 6 9 1  2 0  
DB EPS growth ( O h )  15 6 22 3 3 5  71 6 8 8  3 4  

EBITDA Margin (%) 36 5 31 8 28 0 21 4 20 8 21 3 

Payoul ratio ( O h )  45 3 64 3 69 8 41  7 46 3 48 6 

EBlT Margin ("/.) 25 0 21 0 18 1 16 3 16 7 16 7 

ROE (Yo) 17 7 13 5 13 2 20 5 16 8 14 9 

Net debuequily ("A) 1230 1375  1201 1061 1058 1068 
Net interest cover (x) 3 5  3 2  3 6  5 8  5 3  4 9  

DuPont Analysis 
EBIT margin ( O h )  
x Assel lurnover ( x )  
x Financial cost ratio (x) 
x Tax and other effects (x) 
= RQA (post tax) (%) 
x Financial leverage (x) 
= ROE (%) 
annual growth (%) 
x NTNshare (avg) (x) 

= Reported EPS 
annual growlh (%) 

Source Company data. Deutsche Bank estimates 

25 0 21 0 18 1 16 3 16 7 16 7 
0 3  0 3  0 4  0 6  0 6  0 5  
0 7  0 7  0 7  0 8  0 8  0 8  
0 9  0 8  0 7  0 6  0 6  0 6  
5 0  3 7  3 4  5 6  4 9  4 5  
3 5  3 7  3 9  3 7  3 5  3 3  

17 7 13 5 13 2 20 5 16 8 14 9 
106 -236  -2 5 5 4 9  -180 -11 2 
14 6 14 9 14 8 16 4 18 2 19 8 

2 60 2 02 196  3 35 3 05 2 95 
156 -222  -3 0 70 6 8 8  -3 4 
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PPL to buy E.On U.S. for $7.625B 

This evening, PPL announced plans to acquire the US utilities owiied by E On for $7 625B 
The purchase price includes $450M of tlhe NPV of tax benefits, which PPL excludes to 
calculate a $7 175B effective purchase piice While we expect more detail on these tax 
beiiefits toinoiiow, it is currently uncleai when those will be realized In the deal, PPL will 
acquiie E On U S I  which owns Louisville Gas & Electric (LG&E) and Kentucky Utilities (KU) 
In total, they serve 1 2M custoineis mainly in Kentucky, but also in Viiginia and Tennessee 
PPL needs regulatory approvals fioin all 3 states, but expects the deal to close by year-end 
We note that PPL does not include any synergies in the deal, as it will keep the E On U S 
management teain intact, as far as we can tell at this point PPL will assume $925M of tax- 
exempt pollution coiitiol bonds in the deal, and will pay cash for the remaining $6 7B While 
PPL does have bridge financing in place, it expects to complete permanent financing prioi to 
transaction close The deal should reduce its ea! inings volatility f iom commodity price 
sensitivity, reduce overall company risk, and solidify or improve its ciedit ratings (which were 
previously on negative outlook) 

Financing, KY utilities outlook key to deal value 

The two major topics we  expect PPL to focus on at tomorrow‘s meeting are the financing 
details to fund the trailsaction and the earnings outlook for the Kentucky utilities On 
financing, PPL has indicated that it will consider funding the transaction through a mix of 
equity, debt a t  the Kentucky utilities, debt at a iiew l<entucky utility HoldCo, hybrid securities, 
and cash on hand (PPL had -$800M a t  year-end 2009) Based on our analysis, we estimate 
that a 30%-40% equity financing range is most likely to fund the transaction based on PPL’s 
expectations for inodest dilution in 201 1 and accretion by 2013 We also note that S&P 
removed PPL’s negative outlook after tlhe transaction was announced and placed it on 
Creditwatch Positive, signaling a potential upgrade This eases concerns that PPL would 
need to maintain its current credit inetrics with the transaction, which in our view would 
require a much larger portion of the transaction to be financed using equity In fact, the lower 
risk profile of tlhe pro forma business inix likely more than offsets potentially weaker headline 
credit metrics post-deal 

Assuming an iinpiovement in earned returns at the Kentucky utilities (to -9% ROE froin 6% 
iii 20091, we estimate PPL will need to issue -$2B-$3B of equity This would imply only 
modest dilution in 201 1 ,  as PPL has guided To get to accretion in 2013, the Kentucky 
utilities would iieed to grow EBITDA further (by at least $100M if we  assume 40% equity 
funding) Our assumptions are based on a 5% interest rate for the newly-issued utility debt 
and a share price roughly around current levels for the new equity issuance We expect PPL 
to lay out more clearly rate base growth opportunities at the utilities tomorrow We also note 
that if the rate case decision is better than we  assume (meaning it would allow for a higher 
earned ROE than  YO), there would need to be little, if any, improvement in EBITDA by 2013 
to make the deal accretive 

We note that PPL has assumed no synergies from the acquisition Given that they are 
keeping the management team and structure in place, this is not surprising In our view, 
PPL’s need to lower its risk profile to keep its credit metrrcs intact provides the value 
proposition for which other companies inay have iieeded to find synergies In the current 
economic environment, we view this as making the deal more likely approved, since 
regulators and politicians place a high premium on job retention, or even creation 

We expect tomorrow’s meeting (and the time period until transaction close) to focus on what 
we  view as the three key risks to the transaction 

D e u t s c h e  Bank Secur i t ies lnc Page 3 
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Getting the deal appioved by regulators - iequires approval from Kentucky, Viigiiiia, and 
Tennessee, Kentucky is the largest jurisdiction foi E On by fai and has a 120-day 
statutory review period 

Completing the financing foi the transaction - needs $6 7B of cash to purchase the 
assets, had -$800M of cash on hand at yeai-end 2009, PPL has a bridge loan in place, 
but does not plan to use it 

ltnpioviiig the performance at the Kentucky utilities - in OUI view, the rate case decisions 
later this year will be a big part of this (decisions likely in August) 

Attractive valuation, but transaction overhang may persist 

Aftei falling -7 7% today, PPL is now trading at $25 60/sh, well below our $32 price target 
If PPL can inake a convincing case tomoriow that it can ineaiiingfully improve the 
performaiice at the Kentucky utilities and can successfully execute all parts of the transaction, 
we  would expect it to inake up some of today’s losses We also believe that the planned 
equity component of financing may end up being less than some may have feared today 
That said, given the still sizable ($2 2B-$3B) equity issuance expected later this year and the 
general transaction risks (deal appioval and Kentucky rate cases that are ongoing), we believe 
that an overhang on the stock may persist for a while 

Key questions for tomorrow morning’s meeting 

Financial outlook of the Kentucky utilities 

How to improve earned returns 

51 Growth outlook 

Mix and timing of financing to fund the transaction 

Credit ineti ics targets with new risk profile 

Details on the tax benefit and over what time frame it will be realized 

Clarity on regulatory processes for approval (in IKY, TN, and VA) 

PPL pre-announces 1010 EPS beat, reaffirms guidance 

PPL also preaniiounced its 1010 earnings, which it will fully report on May 6 PPL expects to 
report ongoing EPS of $0 94, well above our and consensus’ $0 86 No diivers or details 
about the quarter were provided They also reaffirmed 201 0 guidance of $3 10-$3 50 

Valuation and Risks 

We value PPL on a sum-of-the-parts basis We apply a regulated peer average P/E multiple to 
our 201 2 EPS estimates for the Pennsylvania Delivery and International Delivery segments 
We value the merchant generation segment, which comprises roughly 2/3 of our total 
valuation, at  7 5x our 2012 EBITDA estimate, roughly in line with peers We adjust our 
EBITDA estimate to add back PPL’s estimated operating lease expense, as we treat 
operating leases like debt We add in $1-$2 for our estimate of the NPV of PPL’s potential 
carbon benefit, largely due to PPL’s sizable iiuclear and hydro fleet We then assign a 5% 
discount to our total valuation to reflect M&A fears 

Downside risks for PPL include weaker power prices or higher coal prices than we  assume, 
weaker-than-expected generation performance, and inability to contain and manage risks at 
the marketmg and trading subsidiary Delays in capital projects (namely the Susquehanna- 
Roseland transmission line) or unfavorable rate case outcomes at  Pennsylvania delivery are 
also risks Renewed political noise in Pennsylvania around the transition to market-priced 

Page 4 D e u t s c h e  Bank Secur i t ies Inc 
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power procurement could affect both the PA Delivery segment and Supply At Intel national 
Delivery, inability to manage costs and improve efficieiicy could weaken expected I etui ins 
Clpside risks include stroingei power prices and higher generation output than w e  assume 
PPL ruling out acquisitions would also be a risk to our valuation 

D e u t s c h e  Bank Secur i t ies  Inc Page 5 
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Important Disclosures 
Additional information available upon request 

Disclosure Company Ticker Recent price* 
PPL Corp PPL N 25 60 (USD) 28 Apr 10 6,7,8,14,15,17 

’Piices are sourced i ioni loci11 euclianges via Retiters Bloomberg iintl ollier vendors Data is sourced irorn Deutsche Baiik a n d  s i i l i~ec l  companies 

Important Disclosures Required by US. Regulators 
Disclosures marked with an asterisk inay also be required by a t  least one jurisdiction in addition to the United States 
”Important Disclosures Required by Non-US Regulators” and Explanatory Notes 
6 

See 

Deutsche Bank and/or its affiliate(s) owns one percent or more of any class of common equity securities of this company 
calculated under computational imethods required by US law 

Deutsche Bank and/or its affiliate(s) has received compensation from this company for the provision of investment 
banking or financial advisory services within the past year 

Deutsche Bank and/or its affiliate(s) expects to receive, or intends to seek, compensation for investment banking services 
from this company in the next three months 

14 Deutsche Bank and/or its affiliate(s1 has received noli-investment banking related compensation froin this company within 
the past year 

15 This company has been a client of Deutsche Bank Securities Inc within the past year, during which time it received non- 
investment banking securities-related services 

7. 

8 

Important Disclosures Required by Non-US. Regulators 
Please also refer to disclosures in the “Important Disclosures Required by US Regulators” and the Explanatory Notes 
6 Deutsche Bank and/or its affiliate(s) owns one percent or more of any class of common equity securities of this company 

calculated under computational methods required by US law 

Deutsche Bank and/or its affiliate(s) has received compensation from this company for the provision of investment 
banking or financial advisory services within the past year 

17 Deutsche Bank and or/its affiliate(s) has a significant Noii-Equity fiiiancral interest (this can mclude Bonds, ConvertJb!e 
Bonds, Credit Derivatives and Traded Loans) where the aggregate net exposure to the following issuer(s), or isscier(s) 
group, IS more than 25m Euros 

7 

For disclosures pertaining to recommendations or estimates made on securities other than the primary subject of this 
research, please see the most recently published company report or visit our global disclosure look-up page on our 
website at littp //ani clb coi i i !~disclosit ie/Utsclosuie eqsi 71 icCocle=PPL hi. 

Analyst Certification 
The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s) about the subject 
issuer and the securities of the issuer In addition, the undersigned lead analyst(s) has not and will not receive any 
compensation for providing a specific recommendation or view in this report Jonathan Arnold 
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(as of 4/28/20 10) 

6 0  00 Previous Recommendations 

Strong Buy 
Buy 
Mat ket Pet form 
Undei pet form 
Not Rated 
Suspended Rating 

Curient Recommendations 

6 uv 
Hold 
Sell 
Not Rated 
Suspended Rating 

New Recommendation Stiticturc 
as of Septeiiiber 9. 2002 

5 0  0 0  

4 0  0 0  
I- 8 
& 
$’ 3 0 0 0  
3 
0 
a, 
v) 

20  00 

10 0 0  

0 00 

M a y 0 7  A u g 0 7  N o v 0 7  FebO8 May08 AugOS N o v 0 8  FebO9 May09 A u g 0 9  N o v o 9  Feb 10 
Date 

1 5/24/2007 6 u y  Target Price Change USD51 00 8 2/5/2009 Buy Tatget Price Change USD40 00 

2 7/23/2007 Buy Tatget Piice Cliango USD57 00 9 3/13/2009 Buy Taiget Price Change USD35 00 

3 12/11/2007 Buy Taiget Price Change USDGO 00 10 5/4/2009 Buy Target Pi ice Change USD36 00 
4 8/4/2008 Buy Target Piice Change USD57 00 1 1  6/22/2009 Buy Target Price Change USD37 00 

5 10/2/2008 Buy Taiget Pricc Change USD55 00 12 7/20/2009 No Recommendation Target Price Change USDO 00 
6 1 1/4/2008 Buy Tatget Piice Change USD44 00 13 3/19/2010 Hold Target Price Change USD33 00 

7 1/6/2009 6uy  Target Price Change USD42 00 14 4/22/2010 Hold Tarqet Pricc Change USD32 00 

Buy: Based on a current 12- month view of total share- 
holder return (TSR = percentage change in share price 500 
from current price to projected target price PIUS pro- 450 

4 0 0  
350 jected dividend yield 1 ,  we recoininend that investors 

buy the stock 300 
2 50 
200 

Sell: Based on a current 12-month view of total share- 
ioldei return, we recornmend that investors sell the 150 
stock 100 

5 0  
0 Hold: We take a neutral view on the stock 1 2-months 

out and, based on this time horizon, do not recommend 
either a Buy or Sell 
Notes: 
1 Newly issued research recommendations and target O C o m p a n i e s  Covered OCos w/ Banking Relationship 

prices always supersede previously published research 
2 Ratings definitions prior to 27 January, 2007 were 

Buy Expected total return (including dividends) of 
10% or more over a 12-month period 
Hold Expected total return (including dividends) 
between - 1  0% and 10% over a 12-month period 
Sell Expected total return (including dividends) of - 
10% or worse over a 12-month period 

BUY Hold Sell 
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Research Update: 

E.ON U.S. LLC And Subsidiaries 'BRB+' 
Ratings Affirmed On Planned Buyout 

Overview 
* PPL Corp. (PPL) is planning to acquire E.ON U.S., the parent company of 
Louisville Gas & Electric (LG&E) and Kentucky Utilities ( K U ) .  

* We affirmed all of the ratings on E.ON U.S. LLC and subsidiaries, 
including the 'BBB+I corporate credit ratings. The outlooks are stable. 

e We expect the pro forma consolidated entity to have a llstrongll business 
risk profile and a "significant" financial risk profile. 
The ratings affirmation reflects our expectations that the combined 
entity will have a financial condition commensurate for the upper end of 
the 'BBB' rating category. 

Rating Action 
On April 29, 2010, Standard & Poor's Ratings Services affirmed the 'BBB+I 
corporate credit ratings on E.ON U.S., LG&E, and KU following the announcement 
that PPL plans to acquire E.ON U.S. far $7.625 billion in cash. The outlooks 
are stable. At the same time, we placed the 'BBBI corporate credit ratings on 
diversified energy company PPL and affiliate PPL Energy Supply LLC on 
Creditwatch with positive implications (see PPL Corp. 'BBB' Credit Rating 
Placed On Watch Positive On Planned Acquisition Of E.ON U.S. LLC.) 

debt at LGE and $351 million of tax-exempt debt at KU. LG&E and KU had about 
$2.59 billion of long-term debt outstanding at the end of 2009, of which $925 
million was in the form of publicly rated tax-exempt pollution control revenue 
bonds; the balance consisted of intercompany notes payable to affiliated 
companies. The acquisition requires approvals by state regulators in Kentucky, 
Virginia and Tennessee, and by the FERC. The transaction is expected to close 
by the end of 2010. 

The inclusion of bG&E and KU into PPL will rebalance PPL's portfolio 
toward a greater regulated mix. With regulated operations contributing 60%-65% 
of the overall cash flow post acquisition compared with about 30% in 2009, the 
'Iexcellentr1 business risk profile of the utility businesses will more than 
offset the business risk profile of the generation business. 
This will result in a pro forma "strongll consolidated business risk profile. 
We expect consolidated debt to EBITDA and total debt to total capital ratios 
to range in the llsignificantll financial risk profile category. Projected FFQ 
to total. debt of 23.5%-25% will likely support ratings at the higher end of 
the 'BBB' rating category on successful completion of the acquisition. 

Upon closing of the transaction, we could raise ratings on PPL and PPL 
Energy one notch if financing is consistent with our expectations. Yet, 
material changes to the expected financial risk profile and cash flow 
generation capability of the pro forma company could stem this upside 

The transaction includes the assumption of $574 million of tax-exempt 
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momentum. The acquisition requires large permanent financing that has 
attendant execution risks. PPL's ability to finalize permanent funding will be 
monitored. If the transaction with PPL is not ultimately consummated, we will 
affirm the 'BBB+' ratings on E.ON U.S., LG&E, and KU. 

Rationale 
Qur ratings on E.ON U.S. are primarily based on the credit profile of its two 
operating utilities in Kentucky, LG&E and KU and the company's focus on 
operating the fully integrated utilities. Current ratings are linked to 
ultimate parent E.ON AG (A/Stable/A-1). 

categorize business risk profiles as 'excellent' to 'vulnerable') and its 

'minimal' to 'highly leveraged'). The company's business risk profile is 
supported by relatively low-risk, regulated vertically integrated electric and 
natural gas distribution operations, a stable and credit supportive regulatory 
environment in Kentucky, efficient generation facilities that allow fo r  
competitive rates, consistently high customer satisfaction rankings, and 
effective cost containment. The company's electric operations benefit from a 
fuel and purchased power (energy only) adjustment clause, an environmental 
cost recovery surcharge, and other timely cost recovery mechanisms, while its 
smaller gas operations benefit from a gas supply clause. These strengths are 
tempered by the lack of fuel diversity (nearly all coal-fired), a relatively 
heavy construction program, and rate relief needs during a time of unusual 
economic weakness. Construction outlays focus on the company's 75% ownership 
share in the 750 MW Trimble County Unit 2 coal-fired facility that's slated 
for completion later this year, ongoing environmental requirements, and other 
project betterments. 

subsidiary Western Kentucky Energy Corp. and Big Rivers Electric Corp. was 
terminated. While unwinding of the contract required a large one-time cash 
payment of $575 million and other concessions, it significantly reduces E.QN 
U.S.'s dependence on riskier unregulated activities, and enhances the 
company's business risk profile within the l'excellent'' category. 

applications for a $94.6 million (12.1%) electric rate hike and a $22.6 
million (7.7%) natural gas rate increase for LG&E and a $135 million (11.5%) 
electric rate hike for KU. The rate requests are predicated upon an 11.5% 
return on equity. Commission orders are expected this summer. Higher rates are 
needed to recover the utilities' investment in Trimble County Unit 2, damage 
costs related to severe storms, and higher costs. Because the state regulators 
will be reviewing large rate hike requests in a weakened economy is a credit 
concern. Therefore, the company's ability to manage regulatory risk will be 
critical to credit quality. 

primarily to its heavy construction program. However, with well controlled 
operating and maintenance expenses, continued efficient operations, responsive 
regulatory treatment, and credit supportive actions by management, bondholder 

We view E.ON U.S.'s consolidated business risk profile as 'excellent' (we 

. financial profile as 'aggressive' (financial profiles are ranked from 

On July 16, 2009, the power plant lease arrangement between E.ON U.S.'s 

Currently pending before the Kentucky Public Service Commission are rate 

E.QN U.S.'s consolidated financial metrics have declined somewhat, owing 
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protection parameters should strengthen to levels more commensurate with the 
current rating level. 

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

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

Related Criteria And Research 
Corporate Criteria: Analytical Methodology 

Ratings List 
Ratings Affirmed 

E.ON U.S. LLC 
Corporate Credit Rating 

Kentucky Utilities Co. 
Corporate Credit Rating 

Louisville Gas & Electric Co. 
Corporate Credit Rating 

BBB+/Stable/-- 

BBB+/Stable/A-2 

BBB+/Stable/-- 

Complete ratings information is available to RatingsDirect on the Global 
Credit Portal subscribers at www.globalcreditportal.com and RatingsDirect 
subscribers at www.ratingsdirect.com. All ratings affected by this rating 
action can be found on Standard & Poor's public Web site at 

Standard & Poor's I RatingsDirect on the Global Credit Portal I April 28,201Q 

http://www.globalcreditportal.com
http://www.ratingsdirect.com


Research Update: E.ON U.S. LLC And Subsidiaries 'BBBc' Ratings Affirmed On Planned Buyout 

www.standardandpoars.com. Use the Ratings search box located in the left 
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Research Update: 

PPL Corp. 'BBB' Credit Rating Placed On 
Watch Positive On Planned Acquisition Of 
E.ON U.S. LLC 

Overview 
We placed the 'BBB '  corporate credit ratings on diversified energy 
company, PPL Corp. (PPL), and affiliate PPL Energy Supply LLC (PPL 
Energy) on Creditwatch with positive implications. 

LLC, the parent company of Kentucky Utilities Co. (KU)  and Louisville Gas 
& Electric Co (LGE). 

Electric Utilities (PPLEU). 

Virginia, and Tennessee, and by the Federal Energy Regulatory Commission. 

* The Creditwatch listing follows PPL's proposed acquisition of E.ON U.S. 

We affirmed the 'A-I corporate credit rating on utility affiliate PPL 

* The transaction requires approvals by state regulators in Kentucky, 

Rating Action 
On April 28, 2010, Standard & Poor's Ratings Services placed its 'BBB '  
corporate credit ratings on PPL and affiliate PPL Energy on Creditwatch with 
positive implications following the planned acquisition of E.ON U.S. The 
Creditwatch listing indicates that we could either raise or affirm the ratings 
following the completion of our review. At the same time, we are affirming the 
'A-' corporate credit ratings on PPLEU. The outlook on PPLEU is negative. We 
are also affirming the ' B B B + '  corporate credit ratings on R J  and LGE (see 
separate research update). 

Allentown, Pa.-based PPL has about $4.7 billion of long-term debt at the 
end of 2009, excluding debt at PPLEU and the Western Power Distribution (WPD) 
group of companies. 

Rationale 
PPI, will fund the all-cash $7 .625  billion (excluding $250 million in related 
transaction expenses/fees) acquisition through a combination of cash on hand, 
common equity issuance at PPL, first-mortgage bonds at KU and LGE, and 
unsecured debt at Kentucky Holdings, KU's intermediate holding company. In 
addition, PPL will issue equity units at PPL Capital Funding, which will 
likely receive high equity credit under our rating criteria. The enterprise 
value includes the assumption of $925 million of tax-exempt pollution control 
revenue bonds at KU and LGE. We consider the acquisition as large for the 
company, but note that the transaction will include significant amount of 
equity financing and utilize about $435 million of tax benefits. 

O u r  Creditwatch listing factors the inclusion of KU and LGE's business 
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risk profiles into PPL's portfolio. The acquisition would include these two 
fully regulated vertically-integrated electric utilities serving customers in 
Louisville and its surrounding area. The strengths of these utilities include 
relatively predictable utility operations and associated cash flows, 
constructive regulatory environment, and competitive rates. The offsetting 
factor is the reliance on mostly all coal-fired generation, but the assets are 
up to date for current environmental requirements and have a significant 
proportion of future capital spending through 2014 approved in rates. 

The inclusion of the two utilities businesses will rebalance PPL's 
portfolio towards a greater regulated mix. With regulated operations 
contributing 60%-65% of the overall cash flow after the acquisition compared 
with about 30% in 2009, the "excellent" business risk profile of the utility 
businesses will more than offset the "satisfactoryv1 business risk profile of 
the generation business. This will result in a pro forma llstronglL consolidated 
business risk profile. We expect consolidated debt to EBITDA and debt to 
capital ratios to range in the "significant" financial risk profile category. 
Projected FFO to debt at 23.5%-25% will likely support ratings at the higher 
end of the 'BBB' category on successful completion of the acquisition. 

financial risk profiles. Given the legal ring-fencing provisions in place, 
Standard & Poor's analyzes PPLEU and WPD as equity investments, with dividends 
to PPL as their primary contribution to the consolidated entity. The 
lower-risk dividends from these two companies, which contribute about 20% to 
PPL's cash flow, temper the merchant risk from PPL Energy. 

The expiration of PPLEU's long-term provider-of-last-resort (POLR) 
supply contract, which hitherto provided cash flow stability, has increased 
volatility of realized margins and PPL's liquidity requirements for 
collateral. As a result, PPL's and PPL Energy's business risk profiles are 
llsatisfactoryll compared with the 81strongt1 position that the company enjoyed 
under the nine-year POLR supply plan with PPLEU. While PPL's cash flow is 
expected to improve because the company has contracted much of its 2010 and 
2011 generation at price levels that are substantially higher than the capped 
prices in 2009, existing ratings also reflect a backwardated EBITDA profile 
and execution risks associated with PPL's ability to achieve stronger 
financial metrics and counter the higher business risk that will come 
attendant with its greater merchant exposure. 

Short-term credit factors 
Standard & Poor's views PPL's financial flexibility as adequate, in light of 
expected debt maturities and available credit facilities. PPL Energy, 
excluding WPD, has strong liquidity, with $4.11 billion in credit facilities, 
$3.2 billion of which matures beyond 2011. As of Dec. 31, 2009, there was 
about $947 million in LOCs and draws under these facilities, leaving about 
$3.15 billion available. Debt maturities at PPL Capital Funding and PPL Energy 
should be manageable during the next few years, with only a $500 million 
maturity at PPL Energy in 2011 and about $735 million in 2013. 
Non-discretionary capital expenditure in 2010 aggregates approximately $550 
million, which includes environmental expenditure at Brunner Tsland and 
replacement of components at Martin's Creek and Montour. Still, discretionary 
spending at the hydro units at Holtwood and Montana (Project Rainbow) project 

Current ratings on PPL predominantly reflect PPL Energy's business and 
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could be substantial. 

Creditwatch 
The Creditwatch listing will remain until transaction closing, with periodic 
updates. At financial close, we could raise the ratings on PPL and PPL Energy 
by one notch if financing is consistent with our expectation. However, 
material changes to the expected financial risk profile and cash flow 
generation capability of the pro forma company could stem this upward 
momentum. The acquisition requires large permanent financing that has 
attendant execution risks. We will monitor PPL's ability to finalize permanent 
financing, which will also influence the Creditwatch listing. 

Related Research And Research 

Criteria Methodology: Business Risk/Financial Risk Matrix Expanded 

Ratings List 

Ratings Affirmed; Creditwatch Action 

PPL Corp. 
PPL Energy Supply LLC 

To From 

Corporate Credit Rating BBB/Watch Pos/-- BBB/Negative/-- 

PPL Capital Funding Inc. 
Senior Unsecured 
Junior Subordinated 

PPL Capital Funding Trust I 
Preference Stock 

PPL Energy Supply LLC 
Senior Unsecured 

Ratings Affirmed 

PPL Electric Utilities Corp 
Corporate Credit Rating 

PPL Capital Trust 
Preferred Stock 

PPL Electric Utilities Corp. 
Senior Secured 

EBB-/Watch Pos BBB - 
BB+/Watch Pos BB + 

BB+/Watch Pos BB+ 

BBB/Watch Pos BBB 

A-/Negative/A-2 

BBB 

A- 
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Recovery Rating 
Preferred Stock 
Preference Stock 
Commercial Paper 

1 
BBB 
BBB 
A- 2 

1 

Complete ratings information is available to RatingsDirect on the Global 
Credit Portal subscribers at www.globalcreditportal.com and RatingsDirect 
subscribers at www.ratingsdirect.com. All ratings affected by this rating 
action can be found on Standard & Poor's public Web site at 
www.standardandpoors.com. Use the Ratings search box located in the left 
column. 
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PPL Corporation (PPL - US$ 25.60) 2-Equal Weight Power 

Change of Price Target Daniel Ford, CFA Ross A Fowler, CFA 
12125260836 1 617 330.5893 

PPL to Acquire Kentucky Utilities dan ford@barcap corn ross fowIer@barcap.com 
BCI, New York BCI, New York 

Investment Conclusion 
0 We reiterate our 2-EW rating and are updating our 

eps estimates from $3 32/$3 15E for '1011 1 E to 
$3.28/$3.09E respectively We are also publishing 
a '1 2 estimate of $3.24E We are lowering our 
price target from $32 to $28 premised upon the 
methodologies outlined below 

Summary 
U The company announced last night that they 

would acquire E ON US from E.ON AG, the 
German utility company. E.ON US is the parent 
company of Kentucky Utilities and Louisville Gas 
& Electric, two regulated utilities mainly in KY, but 
also in TN and VA. 
The company will acquire E.ON US for $7.1758 
net of $450M of tax benefits acquired. This will be 
for $6.7B in cash and $925M in assumed debt. 
The deal will be sourced with approximately $2.4B 
in common equity, $525M in cash on hand, and a 
balance of debt. Using an assumed issuance 
price of $26 would lead to an incremental 92 
nillion shares. The transaction requires regulatory 

approvals from KY, TN, VA and the FERC as well 
as anti-trust approval. The transaction is expected 
to close by the end of the year. 

U Management expects the deal to be mildly dilutive 
near term and accretive by 201 3. 

Stock Rating Target Price 

New: 2-Equal Weight New: US$28.00 
Old: 2-Equal Weight Old: US$ 32.00 

Sector View: 2-Neutral 

EPS (US$) (FY Dec) 

2009 201 0 201 1 % Change 
Actual Old New St. Est. Old New St. Est. 2010 2011 

2Q O32A N/A N/A O69E N/A NIA O70E N/A N/A 
3Q 052A N/A N/A 095E N/A NIA O84E N/A N/A 

1Q O60A NIA 0.94A O86E NIA N/A O82E 57% NIA 

4Q 0.52A NIA NIA 0.85E N/A NIA 0.74E N/A N/A 
Year 1.95A 3.32E 3.28E 3.33E 3.15E 3.09E 3.20E 68% -6% 
PIE 7.8 8.3 

Market Data Financial Summary 

Market Cap (Mil ) 9675 Revenue TTM (Mil ) 7564.0 
Dividend Yield 4.82 
52 Week Range 34.42 - 25 54 

Stock Overview 
FU. Corpor.'t~on 01112 '3 ,2010  

VIEWPOINT 

We believe the transaction is positive from the perspective that it reduces the risks related to PPL's large unregulated business mix which is 
susceptible to downside in earnings in '12113 once above market hedges roll off. Further it allows for long-term growth potential in quality 
regulated franchises in good regulatory jurisdictions Execution of the capital plan and the regulatory relationship are key in this regard, in 
our view. It also helps to offset the bearish tenor related to dark and spark spreads going forward. On the negative side there is regulatory 
risk to approval - only around two thirds of utility deals actually close. There is a large equity issuance forthcoming which will require 

Barclays Capital does and seeks to do business with companies covered in its research reports. As a result, investors should be 
aware that the firm may have a conflict of interest that could affect the objectivity of this report. 

' festors should consider this report as only a single factor in making their investment decision. 

PLEASE SEE ANALYST(S) CERTIFICATION(S) ON PAGE 6 AND IMPORTANT DISCLOSURES BEGINNING 
ON PAGE 7 
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Tess and execution, and while there are benefits in the longer term, the deal is nearer term dilutive We believe that the regulatory 
drovals and the required equity create significant process risk and despite the longer term upside potential we maintain our 2-EW rating, 

with 13% total return upside potential to our price target, inclusive of a 5 4% dividend yield We see the dividend payout ratio as 
sustainable We are updating our eps estimates from $3.32/$3 15E for '1011 I E  to $3 28/$3.09E respectively We are also publishing a '12 
estimate of $3 24E We are lowering our price target from $32 to $29 premised upon the methodologies outlined below 

Valuation Methodolosies 

Our price target of $28 is premised upon the average of three methodologies. First, the integrated PIE multiple of l o x  our '12E eps of 
$3.24E, which yields $32. Second, our core DCF asset valuation which yields $29. Third, an Open EBITDA multiple of 7 . 1 ~  our $3.26 in 
'1 1E Open EBITDA, net of $1 1 96 in net debt and an NPV of hedges of $713M, which yields $24. The average of these three methods 
yields our final target of $28. Our prior price target of $32 was premised upon the average of three methodologies for PPL stand alone. 
First, the then integrated PIE multiple of 1 0 . 1 ~  our '1 1 E eps of $3.07E, which yielded $31. Second, our core DCF asset valuation which 
yielded $29. Third, an Open EBITDA multiple of 7 . 1 ~  our $2.86 in '1 1E Open EBITDA, net of $7.06 in net debt and an NPV of hedges of 
$473M, which yielded $35. The average of these three methods yielded our final prior target of $32. 

MY OLD KENTUCKY HOME 

The transaction will move PPL from a largely competitive company where 70% of EBITDA was unregulated based upon 2010 stand alone 
estimates to one where 201 1 combined estimates yield only 40-45% of EBITDA from unregulated sources A quick look at the transaction 
is provided below 

5.2 niillioii I Utility ( ustomers 4 millioii (includes 1 2  million l 

ies (2009) 

Rate base 
(2011 estirnated) 

Competitive generation 11.695 megawatts 11,695 meqawatts 
capacity I 

Number of  employees 10.489 

{ I ?  Based on PPL. stork pr'ice as of 4/27/10 
Source: PPL Deal Fact Sheet 

Kentucky Utilities and Louisville Gas & Electric provide the majority of Kentucky with electric and gas utility services. They have a small 
customer base in both Virginia and Tennessee. They are vertically integrated fully regulated entities at the state and FERC level. Louisville 
Gas & Electric (LG&E) serves metro Louisville, KY and 16 surrounding counties. The company has 396k electric and 321k gas customers. 
LG&E has a rate base of $2.34B, of which $487M is gas and generated 2009 revenue of $1.286. Kentucky Utilities (KU) serves Lexington, 
KY and 82 surrounding counties (77 in KY and 5 in VA). The company has 545k electric customers, 515k in KY and 30k in VA. KU has a 

? base of $3.556 and generated 2009 revenues of $1.366. Between them the companies own 8,100MW of regulated generation. 

A map of the relevant service territories of the two companies, excluding PPL's non-PA assets (mainly MT and WPD) is provided below: 
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PPL 
Service territory 0 
Generating assets 

E.ON U.S. 
Service territory U 
Generatrng assets 1 3  

Source: PPL Deal Fact Sheet 

The companies also both have pending rate cases in Kentucky. Their current regulation was under black box settlements around their 
acquisition. The filings were made on 1/29/10 and request a $253M rate increase that is premised upon a 53% equity ratio and an allowed 
return on equity of 11 5%. The majority of the request is related to ice storm cost recovery and previously approved infrastructure 

,.,ect on August 1". 
rovements Rebuttal testimony in the case is due on May 28'h, a public hearing will take place on June gfh, and new rates should take 

We view Kentucky as a constructive regulatory environment. There are several tracking mechanisms including CWlP in rate base, a fully 
reconciling real-time environmental cost recovery (ECR) mechanism, a fuel adjustment clause, a gas supply adjustment clause, and 
concurrent recovery of demand side management costs including lost revenues. The company's stand alone capital expenditure and rate 
base outlook is provided below: 

LG&E and KU CapEx and Rate Base 

CapEx (US$M) 726 610 65 1 66 1 810 704 

Source: PPL and E O N  US Presentation 

2009 201 OE 201 1 E 2012E 2013E 2014E 

Rate Base (US$B) 6 0  6 4  6 7  7 0  7 4  7 7  

The transaction will acquire market power approval by the FERC and anti-trust approval from the Department of Justice, both of which we 
see no issues with Regulatory approvals are also required from the Kentucky Public Service Commission, the Virginia State Corporation 
Commission, and the Tennessee Regulatory Authority. Kentucky has a 120 day statutory review period and management indicated they 
see VA and TN following similar timelines, although no statutory limit exists 

Based upon FERC Form 1 filings we developed a pro-forma look of 2009 financials for KU and LG&E which follows below: 
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’ and LG&E Pro Forma 
-a09 US$M 

Income Statement Kentuckv Utilities Louisville Gas & Electric LG&E and KU 
Revenues 1,356 1,281 2,637 

Operation Expenses 829 856 1,685 
Maintenance Expenses 103 96 199 
D&A 133 137 270 
Other Taxes 20 24 44 

Total OpEx 1,085 1,113 2,198 
EBIT 27 1 168 439 

EBITDA 404 305 709 
Interest Expense 75 48 123 
Other Items (6) (21 1 (27) 

EBT 20 1 141 343 
Taxes @ 35% 70 49 120 

Net Income 131 92 223 

Debt Outstanding 1,649 896 2,545 

Source: FERC Form 1’s for Kentucky Utilities and Louisville Gas & Electric, Barclays Capital Estimates 
Interest Rate 4.55% 5.36% 4.83% 

SOURCES & USES 

As noted above PPL will acquire E.ON US from E ON AG, a German utility company for $6.7B in cash, the assumption of $925M in tax 
mpt  utility debt, and assume $450M of NOL and NOL-like tax benefits The transaction will be funded based upon the sources and uses 

,lined below. We have used midpoints from the analysis as provided by PPL. PPL also mentioned that they would consider the sale of 
“non-core” assets to fund a portion of the transaction. We have not included any asset sales. It should be noted that management 
indicated that both WPD in the UK and their Montana generating plants in the US are both considered core assets. There is some goodwill 
in the transaction although management did not indicate how much. There is also a break fee of unknown amount. Management did 
indicate that it is only possible to break in limited circumstances. PPL’s view was that the KU and LG&E debt required to be issued would 
not be ring fenced, although that could change. A sources and uses look follows 

Source & Uses 

Total Uses - Cash 6,700 
Assumption of Debt 925 

Total Purchase Price 7,625 
NOLs Assumed 450 

Value net of NOLs 7,175 

Uses 

Sources 
Unsecured Corporates 800 
KU and LG&E Debt for Debt 2,100 
Cash on Hand 525 
Equity Like Securities 875 
Common Stock 2,400 

Total Sources 6,700 
Source: PPL Presentation, Barclays Capital Estimates 

’ ‘4ng the $2.4B in required equity issuance and an assumed issuance stock price of $26 per share would lead to 92 million additional 

incremental cost of the re-issued debt and the incremental new debt required in the transaction. On the straight debt issued we assumed 
and equivalent cost of debt to that which we calculated for KU and LG&E pro-forma of 4.83%. On the equity-like securities portion we 
assumed an interest rate at half that amount. This led to $54 million in post-tax incremental interest costs for the combined entity as shown 
below: 

Ires being issued and take the combined entities share count to 470 million vs. the 378 million currently at PPL. There is also an implied 
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w Cost of Debt Funding 
did KU and LG&E Debt 2,545 
Interest Expense 123 
Cost of Debt 4.83% 

New Debt Issued 
Assumed Cost of Debt 
Interest Expense 

Equity Like Securities 
Assumed Cost of Debt 
Interest Expense 

3,825 

185 
4 83% 

875 

21 
2.42% 

Pre-tax interest costs 83 
Post-tax interest costs 54 
Source: Barclays Capital Estimates 

EARNINGS AND VALUATION 

We projected earnings for KU and LG&E by assuming a 100 basis point regulatory lag to an approved return on equity of 10 5% and an 
equity ratio of 53% using the company's rate base forecast as provided. The results are shown below: 

LG&E and KU Projected Earnings 
US$M 2009A 2010E 2011E 2012E 20 13E 2014E 
Rate Base 6,000 6,400 6,700 7,000 7,400 7,700 

-quity portion of RB 3,000 3,392 3,551 3,710 3,922 4,081 

Net Income 223 322 337 352 373 388 

Source: PPL Presentation, Barcla ys Capital Utilities 

sumed Equity Ratio 50% 53% 53% 53% 53% 53% 

Return on Equity 7 43% 9.50% 9.50% 9.50% 9.50% 9.50% 

Allowed ROE nla 10 50% 10.50% 10.50% 10.50% 10.50% 

By taking these earnings projections for the Kentucky entities adding PPL stand alone net income, and accounting for incremental interest 
and additional shares we can project combined earnings per share: 

Proiected EPS 
2009A 2010E 2011E 2012E 2013E 2014E 

PPL Net Income 738 1,240 1,171 1,225 1,286 1,350 
KU and LG&E Net Income 337 352 373 388 

Total NI 738 1,240 1,454 1,523 1,605 1,684 
Estimated Shares 378 378 470 470 470 470 

Estimated EPS $ 1.95 $ 3.28 $ 3.09 $ 3.24 $ 3.41 $ 3.58 
PPL Stand Alone $ 1.95 $ 3.28 $ 3.15 $ 3.24 $ 3.40 $ 3.57 

AccretionlDilution $ 0.00 $ 0.00 $ (0.06) $ (0.00) $ 0.01 $ 0.01 
Source: PPL Presentation, Barclays Capital Utilities 

interest Costs, post tax d -.----= ( 5 4 1  (54) (54) (54) 

As is shown in the above table, based upon our estimates the transaction is near term dilutive but mildly accretive in the long term. Along 
with this mild accretion the business becomes lower risk overall. Further it is important to note that no synergies are assumed in the above 
analysis. 

develop our price target we valued the company three different ways. First we redid our 201 1 Open EBITDA valuation inclusive of the 
J and LG&E EBITDA and the new level of net debt and share count. This is the downside case because it removes the hedges in the 

near term to determine a better metric of earnings power. Under this method the combined entity is worth $24 as shown below: 
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en EBITDA 2011E 
I r'L Stand Alone Regulated 1,043 
Assumed KU and LG&E 824 

Total 3,240 
Open Multiple 7 1  
Enterprise Value 23,004 
PPL Debt 8,40 1 
Assumed KU and LG&E Debt 3,825 
Cash 276 

Open Equity Value 1 1,054 
Shares Outstanding 470 

Implied Share Price $ 24 
Source: Barclays Capital Estimates 

PPL Energy Supply 1,373 

We also looked at a straight PIE Multiple approach using a 1 Ox multiple of our 201 OE eps of $3.24, which yielded $32 per share. Lastly, we 
redid our asset value look, which values competitive generation at an NPV of future cash flows and that analysis for the combined entity 
yielded $29 per share as shown below: 

Asset Backed Valuation 
201 1 PPL Stand Alone Regulated EBITDA 
201 1 Utility Multiple 
PPL Stand Alone Regulated EV 
Price Paid for KU and LG&E 
Asset Based EV 

'V of Hedges 
lotal EV 
Total Net Debt 
Equity Value 
Shares Outstanding 
Implied Share Price 
Source: Barclays Capital Estimates 

1,043 
7.3 

7,614 
7,175 

10,103 
713 

25,605 
11,950 
13,655 

470 
$ 29 

Analyst Certification: 
We, Daniel Ford, CFA and Ross A. Fowler, CFA, hereby certify (1) that the views expressed in this research report accurately reflect our 
personal views about any or all of the subject securities or issuers referred to in this research report and (2) no part of our compensation 
was, is or will be directly or indirectly related to the specific recommendations or views expressed in this research report. 
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September 20, 2008, Barclays Capital acquired Lehman Brothers' North American investment banking, capital markets, and private investment 
management businesses All ratings and price targets prior to this date relate to coverage under Lehman Brothers Inc. 

A 
A 

Important Disclosures: 
PPL Corporation (PPL) 
Rating and Price Target Chart: 

Date 
02-May-08 
27-Mar-08 
31-Oct-07 
05-0Ct-07 
12-Sep-07 
27-Jul-07 
20-JuI-07 
IO-May-07 
03-May-07 

Closing Price Rating Price Target 
48.50 63.00 
46.48 60.00 
51.70 63.00 
48.76 62.00 
49.44 61.00 
45.84 60.00 
48.60 55.00 
45.25 50.00 
44.45 49.00 

US$ 25.60 (28-Apr-2010) 

PPL CORP. 

26-Sep-08 
17-Sep-08 
04-Aug-08 

2-Equal Weight I2-Neutral 

37.60 55.00 
34.98 56.00 
43.53 61.00 

As of 14-Apr-20 10 
Currency = U S D  

4-07 7-07 10-07 1-08 4-08 7-08 10-08 1-09 4-09 7-09 10-09 1-10 4-10 
Closing Price 4 Price Target 
Recommendation Change Drop Coverage 

- 
Source FacfSef 

FOR EXPLANATIONS OF RATINGS REFER TO THE STOCK RATING KEYS LOCATED ON THE PAGE FOLLOWING THE LAST PRICE CHART. 

Barclays Bank PLC andlor an affiliate has received compensation for investment banking services from PPL Corporation in the past 12 
months. 
Barclays Bank PLC andlor an affiliate expects to receive or intends to seek compensation for investment banking services from PPL 
Corporation within the next 3 months. 
Barclays Bank PLC andlor an affiliate trades regularly in the shares of PPL Corporation. 
PPL Corporation is or during the past 12 months has been an investment banking client of Barclays Bank PLC andlor an affiliate. 
PPL Corporation is or during the last 12 months has been a non-investment banking client (non-securities related services) of Barclays 
Bank PLC andlor an affiliate 

''aluation Methodology: Our price target of $28 is premised upon the average of three methodologies. First, the integrated P/E multiple of 
: our '12E eps of $3.24E, which yields $32. Second, our core DCF asset valuation which yields $29. Third, an Open EBITDA multiple of 

1 IX our $32B in ' 1  1E Open EBITDA, net of $1 1.9B in net debt and an NPV of hedges of $713M, which yields $24. The average of these 
three methods yields our final target of $28. 
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ks Which May Impede the Achievement of the Price Target: Risks to the outlook include wholesale commodity prices, generation 
Jelopment market conditions, the outcome of regulatory proceedings, rating agency actions, foreign currency translation, interest rates, 

and access to the capital markets. 
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,ortant Disclosures Continued: 
2 analysts responsible for preparing this report have received compensation based upon various factors including the firm's total 

revenues, a portion of which is generated by investment banking activities. 

Company Name 
PPL Corporation 

Ticker Price Price Date Stock I Sector Rating 
PPL US$ 25.60 28-Apr-2010 2-Equal Weight l 2-Neutral 

Barclays Capital produces a variety of research products including, but not limited to, fundamental analysis, equity-linked analysis, quantitative 
analysis, and trade ideas. Recommendations contained in one type of research product may differ from recommendations contained in other types 
of research products, whether as a result of differing time horizons, methodologies, or otherwise. 

Guide to the Barclays Capital Fundamental Equity Research Rating System: 
Our coverage analysts use a relative rating system in which they rate stocks as I-Overweight, 2-Equal Weight or 3-Underweight (see 
definitions below) relative to other companies covered by the analyst or a team of analysts that are deemed to be in the same industry 
sector (the "sector coverage universe"). Below is the list of companies that constitute the sector coverage universe. 

' S  Corp. (AES) 
'eren Corp. (AEE) 

c;onstellation Energy (CEG) 
Dynegy Inc. (DYN) 
Entergy Corp. (ETR) 
FirstEnergy Corp. (FE) 
Mirant Corp. (MIR) 
Ormat Technologies (ORA) 
Public Service Enterprise Gp (PEG) 

Allegheny Energy lnc. (AYE) 
Calpine Corp. (CPN) 
Covanta Holding Corp. (CVA) 
Edison International (EIX) 
Exelon Corp. (EXC) 
FPL Group (FPL) 
NRG Energy (NRG) 
PPL Corporation (PPL) 
RRI Energy, Inc. (RRI) 

In addition to the stock rating, we provide sector views which rate the outlook for the sector coverage universe as I-Positive, 2-Neutral or 
3-Negative (see definitions below). A rating system using terms such as buy, hold and sell is not the equivalent of our rating system. 
Investors should carefully read the entire research report including the definitions of all ratings and not infer its contents from ratings alone. 

Stock Rating 
I-Overweight - The stock is expected to outperform the unweighted expected total return of the sector coverage universe over a 12-month 
investment horizon. 
2-Equal Weight - The stock is expected to perform in line with the tinweighted expected total return of the sector coverage universe over a 
12- month investment horizon. 
3-Underweight - The stock is expected to underperform the unweighted expected total return of the sector coverage universe over a 
12- month investment horizon. 
RS-Rating Suspended - The rating and target price have been suspended temporarily due to market events that made coverage 
impracticable or to comply with applicable regulations andlor firm policies in certain circumstances including when Barclays Capital is acting 
in an advisory capacity in a merger or strategic transaction involving the company. 

Sector View 
I -Positive - sector coverage universe fundamentalslvaluations are improving. 
2-Neutral - sector coverage universe fundamentalslvaluations are steady, neither improving nor deteriorating 
'-Negative - sector coverage universe fundamentalslvaluations are deteriorating. 

'stribution of Ratings: 
Barclays Capital Equity Research has 1455 companies under coverage 
42% have been assigned a I-Overweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Buy rating, 47% 
of companies with this rating are investment banking clients of the Firm 
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'6 have been assigned a 2-Equal Weight rating which, for purposes of mandatory regulatory disclosures, is classified as a Hold rating; 
/O of companies with this rating are investment banking clients of the Firm. 

11% have been assigned a 3-Underweight rating which, for purposes of mandatory regulatory disclosures, is classified as  a Sell rating; 32% 
of companies with this rating are investment banking clients of the Firm. 

Barclays Capital offices involved in the production of Equity Research: 
London 
Barclays Capital, the investment banking division of Barclays Bank PLC (Barclays Capital, London) 

N e w  York 
Barclays Capital Inc. (BCI, New York) 

Tokyo 
Barclays Capital Japan Limited (BCJL, Tokyo) 

SBo Paulo 
Banco Barclays S.A. (BBSA, SBo Paulo) 

Hong Kong 
Barclays Bank PLC, Hong Kong branch (BB, Hong Kong) 

Toronto 
Barclays Cap i ta l  Canada Inc. (BCC, Toronto) 

This publication has been prepared by Barclays Capital, the investment banking division of Barclays Bank PLC, andlor one or more of its affiliates as 
provided below. This publication is provided to you for information purposes only Prices shown in this publication are indicative and Barclays Capital is not 
offering to buy or sell or soliciting offers to buy or sell any financial instrument. Other than disclosures relating to Barclays Capital, the information contained in 
this publication has been obtained from sources that Barclays Capital believes to be reliable, but Barclays Capital does not represent or warrant that it is 
accurate or complete The views in this publication are those of Barclays Capital and are subject to change, and Barclays Capital has no obligation ta update 

Qpinions or the information in this publication. Barclays Capital and its affiliates and their respective officers, directors, partners and employees, including 
jOnS involved in the preparation or issuance of this document, may from time to time act as manager, co-manager or underwriter of a public offering or 

"merwise, in the capacity of principal or agent, deal in, hold or act as market-makers or advisors, brokers or commercial and/or investment bankers in relation 
to the securities or related derivatives which are the subject of this publication 
The analyst recommendations in this report reflect solely and exclusively those of the author(s), and such opinions were prepared independently of any other 
interests, including those of Barclays Capital and/or its affiliates 
Neither Barclays Capital, nor any affiliate, nor any of their respective officers, directors, partners, or employees accepts any liability whatsoever for any direct 
or consequential loss arising from any use of this publication or its contents. The securities discussed in this publication may not be suitable for all investors 
Barclays Capital recommends that investors independently evaluate each issuer, security or instrument discussed in this publication and consult any 
independent advisors they believe necessary The value of and income from any investment may fluctuate from day to day as a result of changes in relevant 
economic markets (including changes in market liquidity). The information in this publication is not intended to predict actual results, which may differ 
substantially from those reflected. Past performance is not necessarily indicative of future results. 
This communication is being made available in the UK and Europe to persons who are investment professionals as that term is defined in Article 19 of the 
Financial Services and Markets Act 2000 (Financial Promotion Order) 2005. It is directed at, and therefore should only be relied upon by, persons who have 
professional experience in matters relating to investments The investments to which it relates are available only to such persons and will be entered into only 
with such persons Barclays Capital is authorized and regulated by the Financial Services Authority ('FSA) and member of the London Stock Exchange. 
Barclays Capital Inc., US registered brokerldealer and member of FINRA (www.finra.org), is distributing this material in the United States and, in connection 
therewith accepts responsibility for its contents. Any US.  person wishing to effect a transaction in any security discussed herein should do so only by 
contacting a representative of Barclays Capital Inc in the US. at 745 Seventh Avenue, New York, New York 10019. 
Subject to the conditions of this publication as set out above, Absa Capital, the Investment Banking Division of Absa Bank Limited, an authorised financial 
services provider (Registration No.: 1986/004794/06), is distributing this material in South Africa. Absa Bank Limited is regulated by the South African Reserve 
Bank. This publication is not, nor is it intended to be, advice as defined andlor contemplated in the (South African) Financial Advisory and Intermediary Services Act, 37 
of 2002, or any other financial, investment, trading, tax, legal, accounting, retirement, actuarial or other professional advice or service whatsoever" Any South African 
person or entity wishing to effect a transaction in any security discussed herein should do so only by contacting a representative of Absa Capital in South 
Africa, 15 Alice Lane, Sandton, Johannesburg, Gauteng, 2196. Absa Capital is an affiliate of Barclays Capital 
Non-US. persons should contact and execute transactions through a Barclays Bank PLC branch or affiliate in their home jurisdiction unless local regulations 
permit otherwise. 
In Japan, foreign exchange research reports are prepared and distributed by Barclays Bank PLC Tokyo Branch. Other research reports are distributed to 
institutional investors in Japan by Barclays Capital Japan Limited. Barclays Capital Japan Limited is a joint-stock company incorporated in Japan with 
registered office of 6-10-1 Roppongi, Minato-ku, Tokyo 106-6131, Japan. It is a subsidiary of Barclays Bank PLC and a registered financial instruments firm 
regulated by the Financial Services Agency of Japan. Registered Number: Kanto Zaimukyokucho (kinsho) No. 143. 
Barclays Bank PLC Frankfurt Branch is distributing this material in Germany under the supervision of Bundesanstalt fur Finanzdienstleistungsaufsicht 
(BaFin) This material is distributed in Malaysia by Barclays Capital Markets Malaysia Sdn Bhd. 
''3 Circular 230 Prepared Materials Disclaimer: Barclays Capital and its affiliates do not provide tax advice and nothing contained herein should be 

strued to be tax advice. Please be advised that any discussion of U S .  tax matters contained herein (including any attachments) (i) is not intended or 
"vrrtten to be used, and cannot be used, by YOU for the purpose of avoiding US.  tax-related penalties; and (ii) was written to support the promotion or 
marketing of the transactions or other matters addressed herein. Accordingly, you should seek advice based on your particular circumstances from an 
independent tax advisor. 
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'opyright Barclays Bank PLC (2010). All rights reserved. No part of this publication may be reproduced in any manner without the prior written permission 
,arclays Capital or any of its affiliates. Barclays Bank PLC is registered in England No 1026167 Registered office 1 Churchill Place, London, E14 5HP. 

Additional information regarding this publication will be furnished upon request. 
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FITCH AFFIRMS RATINGS OF PPL ON AGREEMENT TO 
ACQUIRE E. ON U.S. L,LC 

F-itch Ratings-New York-29 April 201 0: Fitch Ratings has affit-iiiecl tlie 'RBB' Issuer Default 
Ratings (IDR) and various instrument ratings of PPL Corp (PPL,) and its subsidiaries PPL Energy 
Supplyl LL,C and PPL. Electric Utilities Corp. following the announcement of a definitive 
agreement to acqiiire E. ON U.S., L.L,C, the parent toinpany of L.ouisville Gas mid Electric 
Company (L.G&E) and Kentucky IJtilities Company (KU), for $6.7 billion in  cash. The total 
enterprise value of the transaction, incliiding the assumption of $975 million of tax exempt debt, is 
$7.625 billion. Tlie Rating Outlook is Stable. A full list of the ratings is shown below. 

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

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

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

I.itch aflit-tns the following ratings. 

1'1'1 bnergy Sitpply, L,LC 
--Long-term IDR at  'BB13', 
--Senior iinsecured debt at 'RRR':  
--Short-lei-in IDR a t  'E' 

PPL C'apital I-unding Corp 
--Long-term IDR at 'HHR'.  



PPL Llectric Utilities Cuq7. 
--L,on,v-tei-m ILIR a t  'BHH';  
--Sectn-ed debt at  'A-'; 
--Preferred Stock 'at BBU-'; 
--Preference Stock at 'BBB-': 
.--Short-term IDR at '12'; 
--Commercial Paper at 'F2'. 

These rating actions reflect the application of Fitch's cui-rent criteria ivhich are available at 
'\\.M'\V.fitcliratings.com' and specifically include the following repoi-ts: 
--'Corporate Rating Methodology' (Nov 23, 2009). 
--'Credit Rating Guidelines for Regulated utility Companies' (Jiily 3 1, 2007). 
--'1J.S. Power and Gas Comparative Operating Risk (COR) Evaluation and Financial Guidelines' 
(A~ig.22, 2007). 

Contact: Robert Homick + I  -2 12-908-0523 or J i l l  Schmidt -! 1-2 12-908-0644, New York. 

Media Relations: Cindy Stoller, New York, Tel: + I  312 908 0.526, Email: 
cindy.stollei~~i,litchratiii,vs corn. 

Additional inforinat ion is available at 'www.fitcliratings.coiii' 

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND 
DISCL.AIMERS. PL.EASE RE,AD THESE, LIMITATIONS AND DISCL.AIMERS BY 
FO 1, LO W I NG THIS 1.INK: 
~ITTP://FITCHRATINGS.COM/UNDERSTANDINGC~DITRATIN~S IN ADDITION, 
RATING DEFINITIONS AND THE TE,RMS OF USE OF SUCH RATINGS ARE AVA1LABL.E 
ON THE AGENCY'S PUBLIC WE,BSITE 'WWW.FITCHRATINGS.COM'. PIJBL.ISHED 
RATINGS, CRJTERIA AND METHODOL.OGIES ARE AVA1LABL.E FROM THIS SITE, AT 
AL,L TIMES. FITCI-I'S CODE OF CONDUCT, CONFIDENTIAL.ITY, CONFLJCTS OF 
INTEREST, AFFILJATE. FIREWAL.L,, COMPL,IANCE AND OTHER REL.EVANT POLJCIES 
AND PROCEDURES AR.E ALSO AVAI1,ABL.E FROM THE 'CODE OF CONDUCT' SECTION 
OF THIS SITE. 



US business sold to PPL for $8.1 bn EV, above 
expectations - ALERT 

E. ON has coii/ii*iiied the sole o/ i1.v US hiisiiiess to PPL, The achievedlnice 
($S. I h n  ET/) i., ahove Irrtest 17i’es.v relmrt It shoiild t d e  the gi*oiip close to 
its target o/ 3. OY iiet cleht/EBITDA at I I  iiiiiiiniiiiii EPS cost. 

E.ON has announccd latc last night thc salc of its US rcgulatcd busincss 
(ic L,G&E and KU, brit not its wind busincss) to PPL. The transaction 
had bccii widcly rcportcd in tlic press (cg WSJ). 

Tlic price is X8.1bn EV ($6.7b1i cquity, $0.9bn debt and $O.Sbii pcnsion 
provisions), ic f26.1 bn. This is wcll abovc the $6bn-7bn range mcntioncd 
in tlic picss (source: WSJ, 27 April 201 0) and coiiscnsiis valuation 
(sourcc: company) in analysts’ SOTP of c.f24.5bn (c.f21.6bn iiiorc, 
t20.8/sliare). I t  implics a 38% pi-cniium ovcr licadlinc iatc basc o 
and 9 . 9 ~  2009 EVEBITDA multiplc. 

F.ON had sold ~ . ~ 6 1 3 1 1  ofasscts in 2009. With this dcal, i t  will cxcccd its 
t21 Ob11 targct (c.€l2bii), and liavc more timc for othcr tiansactions. Net 
debt/EBITDA should fall by 0 . 3 ~  to close to 3 . 0 ~ .  

E.ON will booli a ‘?0.4bli goodwill iiiipaiiment in Q1 2010 (on top of thc 
E l  .Sbn boolied in 2008) On ail undcrlying basis, wc calculate a 1.5-2%1 
EPS dilution. Howevcr, EON’S valuation iiiiiltiplcs are undcinanding 
(9.Sx 2010E P/E, including tlic f21.50 dividend payablc on 7 May) and 
can acco~ii~iiodatc it, in our view. 

Strategically, we think tlie deal malics sense. E.ON’s US busincss was 
acquired with Powergen in 2002 and seen then as a springboard for more 
M&A, but consolidation failed to materialise. 

So, it foriiialises E.ON’s clear focus on Europe aiid should help reduce 
the group’s complexity - we tliinli a key investor coiicerii following the 
recent entries into Italy, Spain and Russia. Thc timing of the deal also 
suggests that tlie CEO transition is going smoothly (with Dr Teyssen due 
to ta le  over from Dr Rernotat on 1 May). EON having a lot to deal with, 
this is reassuring, we think. 

Finally, E.ON expects the deal to close at year end. This looks stretched 
to LIS. The regulatoiy approval process for US utilities deals is long, with 
Kentucliy not the easiest counterpart, i n  our view. 

The shares have performed well recently (+4.8% relative to the sector 
in the past month), mainly due to higher power prices in Germany and 
macro fears elsewhere, but also in expectation of this deal. Given the 
price achieved, we think the shares should hold on to their gains, and 
retain our preference for E.ON over RWF, (Neutral). 
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1.P Moigan uses the following rating systcm: Overweight [Over tlie nest six to twelve months, we espect this stock will outperform tlie 
average total return of tlic stocks in tlic analyst’s (01 the analyst’s team’s) coverage universe.] Neutral [Ovci, the nest six to twelve 
months, we cxpcct this stock will perform in line with the aveiage total return of tlic stocks in the analyst’s (or tlic analyst’s team’s) 
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i d n g  c;i~cgory; and our Undciweigti[ rating MIS iriro ii scll rating cntcgoiy 

Valuation and Risks: Please see tlie most recent company-specific research report for run analysis of valuation inctliodology and risks on 
any securities recommentlet1 herein. Rescarch is available at http., 
the front of this note or your J.P. Morgan representative. 
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various factors, including the quality and necui acy of research, client feedback, competitive factors, and ovei all film revenues, which 
include revenues from, among other business units, Institutional Equities and Investment Banking. 
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of Comda, aiiy trades in such seetii ities must  be conclucted through ii tlealei rcgisteietl in Canatla. No sccui itics commission oi similar regulatory 
uutlioi ity in Canada lins reviewed or in any way passecl judgment iipoii these iiiatei ials, tlie inlhi motion contained licieiii or the merits o l  tlie 
securities described lierein, and any iepreseiitatioii to tlie contiaiy is iiii of~cnce. Dubiii: This iepoi't lias been issiictl to pcisoiis regaicietl ;IS 

pioi'Cssiona1 clients as delinetl untlei tlic DFSA rules 

General: Additioiial iiifhrniation is iiviiilable upon I-eyest  Inl'brriiation lias been obtained h i 1  sources believed to be reliable but JPMorgaii 
Chase 6L Co. or its affiliates antlioi sultsidiaries (collectively I oigan) (lo iiot wii' i i i i i t  its completeness oi accurxy  except with iespect to an 
clisclosuies relative to JPMSI antl/oi its aftiliates aiid tlic analy nvolveinent with tlie isstlei that is tlic subject of the iesearcli All piiciiig i 
of the close of mai  ket f o i  the scciii itics tlisctissccl, unless other stated Opiiiioiis arid estimates constitute otii judgment as of  tlic dale of this 
iiiatei'iol and ale siib,jeet to change without iioticc Past perfomiance is not indicative of  future icsults. Tliis motel ial is iiot intended tis ai1 oflcr 01 

solicitation foi tlic ptircliase oi sale of any linancicil iiistiuiiieiit Tlic opinions and rccoiiiiiiciidatioiis lieicin do not take into xeoiiiit individual 
client circiiinst;iiices, objectives. or needs and a ie  not intentled as iccoiiiiiieiidatioiis of particular securities, financial iiistiumcnts oi stiategics to 
paiiiculai clients The recipient o l  this report iiiiist iiiLilie its own indcpcndeiit decisions regaiding any securities or finuncial instiuiiicnts 
mentioned herein. JPMSI disti,ibutes in tlic US ieseaicli published by iion-U.S. altiliatcs and accepts responsibility lor its contents Pei iodic 
updates may be p i  ovicietl on coiiipaniesiiiidusti ies based on coiiipaiiy specilic clevclopinents or aiiiioiiiiceiiieiits, inarket conditions or aiiy other 
publicly availublc infoiiiiation C?liciits should coiitaet analysts and execute ti;iiisxtioiis though a J P Moigan subsidiary or afliliate in tlieii home 
jurisdictioii unless govcming 1:iw perniits otlieiwise. 

"Other Disclosures" last revised Maich I ,  2010 

Copyright 2010 .JPMorgan Cliase Sr Co. All rights reserved. This report or any portion liereol may not be reprinted, sold or 
redistributed without the written consent o1'J.P. Morgan. 
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RATING 

BUY (UNCHANGED) 

Company Update: Disposal of US Midwest 
TARGET PRICE 

announced - dwestinent target exceeded UNDER REVIEW (30  EUR) 

Last night, E.ON announced the sale of US Midwest to the US utility PPL Corporation. Key 
points of the signed contracts have been The agreed purchase price is USD 7.6 bn (EUR 
5.7 bn), which implies an 2009 EV/EBITDA-multiple of approx. 9 . 9 ~ .  This comprises USD 
6.7 bn in cash proceeds and USD 0.9 bn third party debt. The closing is expected at the 
end of 2010. 

E.ON signalled the fol lowing implications o f  the sale: 
1) P&L: US Midwest is treated as discontinued operations for the whole of 2010 (starting 
in Q2 2010). The adj. EBlT will therefore be reduced by approx. EUR 400 m (LBBWe EUR 
417 m). E.ON will record a goodwill impairment of appr. EUR 0.9 bn in Q1 of 2010. 
Adjusted net income, which is the base for dividend payments, will be diluted by 
approx. EUR 260 m, as discontinued operations are not part of it. In 2011, the dilution 
effect is signalled to be only EUR 90 m. This is in our view due to reduced interest 
expenses (LBBWe approx. EUR -320 m). 

2)  Balance sheet: Like-forlike, 2009 economic net debt is reduced by EUR 6 bn to EUR 
39 bn. This implies an improvement of the debt factor (economic net debt/adj. EBITDA) 
by 0 . 3 ~  to 3 . 0 ~ .  This would mean that E.ON is reaching exactly its target of 3 . 0 ~ .  The 
goodwill impairment of EUR 0.9 bn will negatively impact E.ON's equity accordingly. 

Conclusion - again, slightly positive share price reaction justif ied: 
The announced sale of US Midwest and especially the purchase price is a good news for 
the E,ON share. We had expected the sale of US Midwest to be the most likely option in 
order to achieve the divestment target. However, the sales price comes as a positive 
surprise. Our conservative assumption have been approximately EUR 4 bn (=EV/EBITDA 
6 .6~ ) .  Therefore, we have to adjust our estimates. Most likely, we will increase the target 
price by EUR 0.60-0.90 from previously EUR 30.00 per share. With this disposal, E.ON 
has already surpassed its target to realize at least EUR 10 bn from the divestment of 
assets by the end of 2010. This is a positive news in our view as this contributes to 
resolve uncertainties associated with that programme. We again expect a slightly 
positive share price reaction. 

t i t  R c u t e r s  E O N G n  t r t  Bloomberg:  E O A  C Y  t i +  

Current Price I X m A  (Germany) 1010 0.1 18 05 35 pni) 1 7  7 3  EUR 

CLOSING PRICE (2010 0 4  28) 2 7 7 3  EUR 

EXPECTED PERFORMANCE 5 796 

hl ARKET CAPITALIZATION 5 6 . 7 7 8 3 8  N R  rn 

97.45665 EUR m ENTERPRISE VALUE 

NULIBER OF SHARES 2.001 00 m 

FREE FLOAT l O O O ? U  

INDEX (WEIGHT) DAX (9 83 "6) 

AVG DAILY TRADEVOL 8.532.705 

ISIN OEOOOENAC999 

SECTOR Utllltlcr 

KEYDATA ( D E 0  2009 1OIOE l O l l E  

Sales (EUR ni) 
EEITDAIEUR m) 
EBlT(EUR n:) 
Net profit IEUR ni) 
FCF I E U R  mi 
FCF yield 
EPS (EUR) 
DPS E U R I  
EV 1 %le- 14 
EV I EClTUA ~ h )  

EL I E e l i  (x) 
P / E ( x )  
P I ev I X )  
Dividend yield 

81.8170 
13 516 0 
9 646 0 
8 396 0 
4 3870 

,I a 
7 80 
150 

1 1  
6 9  
9 7  
IO 5 
I 3 8  

5 1 %  

86 3 5 3  6 8G 822 8 
I 3  994 I I4 3 7 8  7 
10,014 I IO 141 7 
5 980 5 5.984 8 
1.cJ93 I 3 5 9 4 5  

3 5  b 6 3 %  
2 86 3 06 
I 5 5  I G O  

1 1  1 1  
7 0  6 8  
9 7  9 5  
9 9  9 3  

I 2 5  118 
5 5 8  5 600 

PRICE PERFORMANCE 

Bernhard Jeggle, CRA 
I~IVIII~ICII~ AnaIy<I 

*49711 117 78952 
~~- Dcr"h.,dJcgqlrril I V i d r .  
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Analyst's Certification 
All o f  the views expressed in this research report accurately reflect the research analyst's personal views regarding the Subject Company. No part o f  analyst 

compensation was, is o r  wi l l  be, directly o r  indirectly related to the specific recommendations or views expressed i n  this research report. 

Disclosures 
Please Note 

Important Disclosures Required by Regulators 

~ ~~ 

Please Note 

This research report and the information contained i n  this research report must not be distributed or reproduced, in whole o r  in part, i n  any form without the prior 

consent o f  Landesbanlc Baden-Wiirttemberg ("LBBW) and only in accordance with the applicable laws in the relevant jurisdiction. Persons who gain access to this 

information must inform themselves about sucli applicable laws and have to comply wit11 them 

This research report and the information contained therein is furnished and has been prepared solely for information purposes It i s  not intended to be an inducement 

to engage in investment activity It i s  furnished for your private information with the express understanding, wliicli recipient acknowledges, that it i s  not an offer, 

recomniendation or solicitation to buy, hold or sell, an invitation to subscribe for or purchase, or a means by which any security may be offered or sold 

LBBW does not accept any liability for the accuracy, adequacy, or completeness o f  any information and is not responsible for any errors or omissions or the result 

obtained from the use o f  such information. The information in this report lias been obtained from sources believed to be reliable LBBW can not verify such information, 

however, and because of the possibility of liuman or mechanical error by the sources, LBBW or others, no representation is made that tlie Information contained in this report i s  

accurate in all material respects or complete Tlie statements contained herein are statements of our non-binding opinion, not statement of fact or recommendations to buy 

hold or sell any securities Changes to assumptions may liave a material impact on any performance detailed Historic information on performance is not indicative of future 

performance LBBW may liave issued, and may in the future issue, other reports that are inconsistent with, and reach different conclusions from, the information presented in 

this report Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared then1 and LBBW is under no obligation to ensure that 

such other reports are brought to the attention of any recipient of this report 

Nothing i n  this report constitutes investment, legal, accounting o r  tax advice, or a representation that any investment or strategy i s  suitable or appropriate to your 

individual circumstances, or otherwise constitutes a personal recommendation to you This report i s  intended only for and directed to persons sufficiently expert to understand 

the risks involved, namely market professionals This publication does not replace personal consultancy Prior to taking any investment decision you should contact your 

independent investment adviser for further and more up-to date information on specific investment opportunities and for individual investment advice, regarding the 

appropriateness of investing in any securities or investment strategies discussed in this report 

Any security referred to herein may involve a high degree of risk, which may include principal, interest rate, index, currency, credit, political, liquidity, time value, commodity 

and market risk and i s  not suitable for all investors The securities may experience sudden and large falls in their value causing losses equal to the original investment when that 

investment i s  realized Any transaction entered into is in reliance only upon your judgment as to both financial, suitability and risk criteria LBBW does not hold itself out to be 

an advisor in these circumstances, nor does any of its staff have the authority to do so 

United Kingdom 
This document i s  issued in the United Kingdom by LBBW, London Branch LBBW is authorised by the Bundesanstalt fur Finanzdienstleistungsaufsiclit (the "BaFin") 

This document and the information contained in it constitutes a financial proniotion for the purposes of the Financial Services and Markets Act 2000 and tlie rules of tlie 

Financial Services Authority (the "FSA) To the extent that this document is issued in tlie United Kingdom, it is directed exclusively at persons who are professional clients or 

eligible counterparties for tlie purposes of tlie FSA's Handbook of Rules and Guidance Tlie products and investment services to which this document relate are only available to 

the persons referred to above and other persons should not act or rely on i t  Moreover, any investment or service to which this document relates is not intended for retail clients 

and will not be made available to retail clients 

This document i s  impartial investment research This document has no regard to tlie specific investment objectives, financial need or situation or needs of any specific recipient 

and the investments discussed in this document may not be suitable for all recipients 

LBBW, London Branch lias effective organisationat and administrative arrangements set up for the prevention and avoidance of conflicts of interest with respect to research 
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recommendations, including inforniation barriers A copy of LBBW's investment research and conflict of interest policy is available on request from 

www lbbw de/lbbwde/1000005283-en litml 

LBBW Research Rating-Systematics (absolute share rating system) 
Rating definitions: Percentage of companies within this rating category 

Buy: Based on a time horizon of up to I 2  months, we recommend that investors 

buy tlie stock 

Based on a tinie liorizon of up to 12 months, we recommend that investors 

sel l  the stock 

We take a neutral view on the stock and, based on a time horizon of up to 

12 months, do not recommend either a Buy or Sell 

Buy: 46,396 

Sell: Sell: 12.6% 

H o l d  H o l d  36,696 

Under review: The rating i s  currently updated Under review: 1,7% 

Suspended The evaluation of the company i s  currently not feasible Suspended: 0,8% 

Notes: Rating definitions prior to 6th April, 2009 were: 

Buy: The price potential of the share i s  at least 109; Hold: The price potential of the share i s  between 0% and IO!% Sell: A negative price performance of the share i s  expected 

Ratings relate to a time liorizon of up to G months 

For disclosures pertaining to recommendations or estiniates made on securities research, please see the  most recently published company report or visit our website at 

http://www lbbw com/disclosures 

Price and Rating History E.ON as of 2010-04-29 
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Global Credit Research 
Rating Action 
29 APR 201 0 

Moody's places the ratings of E.ON US and its subsidiaries under review for possible downgrade 

New York, April 29, 20'10 -- Moody's Investors Service placed the ratings of E.ON US.  LLC (E.ON U S :  A3 
Issuer Rating) and its subsidiaries Kentucky Utilities Company (KU: A2 senior unsecured) and Louisville Gas 
and Electric Company (LGE: A2 senior unsecured) under review for possible downgrade. 

Today's rating action follows the announcement that PPL Corporation (PPL: Baa3 Issuer Rating) has entered 
into a definitive agreement to acquire E.ON lJ.S, the parent company of KU and LGE, for $7.625 billion. 
E.ON U.S. is currently a subsidiary of E.ON AG (E.ON: A2 senior unsecured). The transaction is expected to 
close by the end of 201 0. It requires approvals by state regulators in Kentucky, Virginia and Tennessee, and 
by the Federal Energy Regulatory Commission. 

"E.ON's ownership of KU and LGE has been a critical factor supporting the current ratings" said Moody's 
Vice President Scott Solomon. "Specifically, E.ON AG's size, scale and credit profile has provided the utilities 
liquidity and financial flexibility in the form of significant inter-company funding along with a liberal and flexible 
dividend policy that has strengthened their respective financial positions and provided ratings lift. Eliminating 
these tangible benefits through the proposed sale would likely trigger a two-notch downgrade of each E.ON 
U.S., KlJ and LGE," added Solomon. 

Combined, KU and LGE had approximately $2.6 billion of long-term debt outstanding at December 3 1 ,  2009. 
Of this amount, approximately 70% was intercompany debt provided indirectly by E.ON with the remainder 
consisting of senior unsecured tax-exempt debt. E.ON U.S, which had approximately $1 "6 billion of long-term 
debt outstanding at fiscal year end, was 100% funded with intercompany debt. 

The amount of long-term debt at KU and LGE is not expected to be impacted by the proposed acquisition; 
however, PPL anticipates refinancing the existing intercompany debt with proceeds from the issuance of first 
mortgage bonds at both KU and LGE. It is Moody's general policy to rate first mortgage bonds two alpha- 
numeric ratings higher than a issuer's unsecured rating. 

The review for possible downgrade will focus on PPL's ability to secure the regulatory approvals necessary to 
close the transaction. We also will consider the outcome of KU and LGE's rates cases which were filed in 
January 20 10 should they be made available during the period of our review. 

KU's ratio of consolidated cash flow before changes in working capital (CFO pre W/C) to debt and CFO pre- 
W/C interest coverage for the twelve months ended December 3 1 ,  2009 were approximately 19% and 5.0 
times, respectively, while LGE's metrics were slightly higher at approximately 22% and 6.0 times, 
respectively. On a standalone basis these financial metrics position KU and LGE as fully integrated utilities 
strongly in the Baal rated category. The slight difference in credit metrics between the utilities reflects in 
large part KU's higher capital expenditure program that resulted in higher intercompany debt balances. These 
financial metrics are expected to trend modestly upward for both over the near-term due in large part to the 
anticipated higher electric rates that KlJ and LGE requested in recently filed rate cases. 

KU and LGE benefit from a generally supportive regulatory environment that provides for timely recovery of 
costs offset in part by a significant reliance on coal-fired generating capacity. 

Moody's anticipates downgrading the Issuer Rating of E.ON U S .  most likely to Baa2 upon the closing of the 
sale to PPL. 

Ratings placed under review follow; 

E.ON U.S. LLC 

A3 Issuer Rating 

- Kentucky Utilities Company 

A2 Issuer Rating 



A2 senior unsecured rating 

Prime-I rating for short-term variable rate demand debt 

- Louisville Gas and Electric Company 

L Issuer Rating 

A2 senior unsecured rating 

Prime-I rating for short-term variable rate demand debt 

The last rating action taken on E.ON US. occurred on February 22, 2006 when the ratings were affirmed. 

The last rating actions taken on KlJ and LGE occurred on May 8,2007 when certain tax-exempt debt issues 
were downgraded to A 2  from A I  due to the termination of mortgage indentures. 

The principal methodologies used in rating E.ON U.S. was Rating Methodology: Regulated Electric & Gas 
Utilities, published in August 2009 and available on www.moodys.com in the Rating Methodologies sub- 
directory under the Research & Ratings tab. Other methodologies and factors that may have been 
considered in the process of rating this issuer can also be found in the Rating Methodologies sub-directory 
on Moody's website. 

E.ON U.S. LLC is headquartered in Louisville, Kentucky. 

New York 
Scott Solomon 
Vice President - Senior Analyst 
Infrastructure Finance Group 
Moody's Investors Service 
JOURNALISTS: 212-553-0376 
SUBSCRIBERS: 21 2-553-1 653 

.ew York 
William L. Hess 
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Infrastructure Finance Group 
Moody's Investors Service 
,JOURNALISTS: 21 2-553-0376 
SUBSCRIBERS: 212-553- 1653 

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE 
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE 
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS 
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS 
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT 
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE 
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE 
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO 
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE 
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS 
WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY 
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, 
OR SALE. 

0 Copyright 201 0, Moody's Investors Service, Inc. and/or its licensors including Moody's Assurance Company, lnc. 
(together, "MOODY'S"). All rights reserved. 
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PPL Corporation 

What's Changed 
Price Target $30.25 to $28.00 

What's new: On 4/29, PPL and E.On announced PPL 
intends to acquire E.On's U.S. utilities for $7.63 bn. 
$450 mm of tax attributes (PV of NOLs) lowers the value 
to $7.18 bn. This is a multiple of 1 . 1 2 ~  '1 0 rate base. We 
assume PPL will finance this by issuing $2.5 bn of stock, 
$750mm of hybrids, use $350mm of cash, and issuing/ 
assuming 4.0 bn of debt. The deal is expected to close 
by YE'IO. No shareholder approval is required. 

Deal looks modestly accretive to EPS by 2013 ... 
Using our updated forecast for earnings and CF, the 
transaction appears to be $0.15 dilutive to eps in '1 1 and 
$0.10 accretive to eps in '1 3. We assume no synergies. 
While this is consistent with mgmt's expectations, 
investors should note that even with this benefit, eps 
declines from $3.30 in '1 0 to $2.45 in '1 3 due to the 
expiration of above market hedges at PPL Supply. 

But makes PPL less levered to power markets. 
PPL's earnings mix will move from 2/3 merch pwr in '1 0 
to just under 2/3 reg. in '13. This assumes LGE/KU hit a 
rate base of 7.4bn, 53% equity layer & a 10% ROE (they 
earned -8% in '09). Pwr mrkt leverage will be 
diminished by 20%, from $0.50/sh per a $5/MWh pwr px 
move to $0.4O/sh, which still gives PPL meaningful 
leverage but essentially "hedges out" a big chunk of this 
risk at what could be the bottom of the cycle. 

Fundamental value $28: While this deal doesn't appear 
to create higher equity value it does lower risk in terms of 
earnings mix and credit quality. PPL has traded a portion 
of its commodity leverage for the relative stability of a 
regulated earnings stream. Our pro forma value reflects 
1 2 . 1 ~  '12 reg. eps of $1 "63 for a $19.75 value, $1 1.50 for 
the merch. business and $3.50 drag for deal/parent 
leverage to arrive at a pro forma $28.00 value. Our 
updated standalone value for PPL is also $28.00. 

Morgan Stanley & C o  Incorporated Greg Gordon 
Greg Gordon@morganstanley corn 
+I (1)212 761 7201 

William J Appicelli 
William Appicelli@rnorganstanley corn 
+I (1)212761 8518 

Key R tios and St tisti S 

Reuters: PPL.N Bloomberg: PPL US 
Elec. U t i l i t i e s l D i v e r s i f i e d  / United States of America 

Price t a r g e t  $28.00 
Shr price, close (Apr 29, 2010) $25 00 
Mkt cap, curr (mrn) $9,430 
52-Week Range $34 41-24 67 

PPL Pro Forma Snapshot 

__ Current Segment Valuation - Bear Base Bull 

PPL-Electnc 670 0 15 925 
UK Delivery 405  535 735 
LGBE / KU 0 0 0  0 0 0  0 0 0  

650  1300 2225 GenCo 
Plus /(Less) NPV of Forward Curve 0 6 0  i  15 -2110 
Plus / (Less) NPV of MTM Hodges z o o  zoo  zoo  

0 0 0  0 0 0  0 0 0  Plus / (Less) NPV of Carbon Upside 
Adjustod GenCo 790  1465 2225 

Plus / (Less) Parent Net Debt 0 15 -0 15 -0 15 

[Total Valuy 1850 2800 38701 

Pro Forma Segment Valuation Bear Base Bull 

PPL-Electric 5 3 5  650 735 
IJK Dolivery 320  425 585 
LG&E / KU 

GenCo 515  1100 1775 
PIUS / (LCSS) NPV of ronvard curve 0 10 105 160 
Plus / (Less) NPV of MTM Hedaes 160 160 1 GO 

770  93n 1000 

Plus / (Less) NPV of= Upside 000  0 0 0  0.00 
6 3 5  1155 1775 Adjusted GenCo 

Plus / (Less) Parent Net Debt -3 GO -360 -3 60 

19.00 28.00 38.151 k T , " v a i u e  _" "_ 

Pro Forma Transaction Summary" 2010E 2011E 2012E 2013E 

PPL Currenl EPS Estimates 330 315 305 235 
PPL Pro Forma EPS Estimates 330 3 0 0  300 245 

Accretion Dilution ($/sh) 000  -015 -005 010 
Accretion Dilution (%) 0% 5?6 -216 4% 

Current Share Count Forecast 379 301 384 306 
Pro Forma Share Count rorecast" 478 400 481 403 

Curront Impact from a $5/MWh Change in Pwr $ 0 04 $ 0 10 $ 0 24 $ 0 49 
Pro Forma Impact from a W M W h  Change in Pwr $ 0 03 $ 0 08 $ 0 19 $ 0 39 

Company Reports, Morgan Stanley Research 

does and seeks to do business with 
mpanies covered in Morgan Stanley Research. As 
result, investors should be aware that the firm may 
ave a conflict of interest that could affect the 
bjectivity of Morgan Stanley Research. Investors 
hould consider Morgan Stanley Research as only a 
ingle factor in making their investment decision. 

For analyst certification and other important 
disclosures, refer to the Disclosure Section, 
located at the end of this report. 
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Cash Flow I Cilpox Profile 
PPL Regulated EQlTDA 761 728 
LGSE I IKU EBITDA 
Msrchilnl EQITDA 1199 2 3 5 3  
Other EQlTDR -220 0 
Consolidalod EBITDA 1,740 3,081 

PPL Regulated OCF 294 2W 

Mcrdianl OCF 1-113 1713 
Other OCF 1.19 4 2  
Consalidaod Dpamting Cash Flow 1,852 1.935 

PPL Regulated Capex 298 589 
LGBE I KU OCF 
Merchant Capcx 985 132U 
Other Capox 30 0 
Consolidated Capital Expondituro 1,313 1.909 

t.GBE I KU OCF 

Pre-Financing PPL Regulated Cash Flow 300 -325 
Pre.Rnsncing LGSE Regulitled Cesh Flow 
Pie-Faancmg Merchnnl Cmh Flow 8G2 393 
Pre-Fmiln~mq Other C:isi, Flow -190 -6-1 
ConSOlid&lcd Prc-Financing Cash Flow 972 4 
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PPL Corporation 

793 958 1 0 1 3  
1058 1 1 1 3  1 151 
2220 2129 1711 

0 0 1 
4,071 4.200 3.879 

GO6 719 733 

1390 1333 1 OB4 
15 2 23 

2,017 2.896 2.696 

801 G G 4  719 
G51 GG1 810 

1384 1269 11213 
11 0 n 

2838 2594 2.655 

-195 55 10 
107 185 G5 

14 64 4 2  
15 2 23 

-19 302 41 

798 H ~ G  875 

Exhibit 1 

PPL Pro Forma Financial Summarv 

Year Endlng Dcc 31 2009A 2010E 201tE 2012E 2013E Year Enaing Dec 31 2009A 2010E 20t tE 2012E 2013E 

Summary Finnnctal Info 

Ut< Dclivcry too::, 
LGSE I IKU 1 00% 

PPL_S"llpiy 

Deal Lcvcrvge ! Olhci O:i 0")" 

[Consolidated Ncl Income 

Consolidated EPS 
Wtd Average Shares Outstanding 

I Earnings Brcahdown 

Rcgulotcd Utility 
MerCiiiinl Powcr 

I Dividend Prolilo 

Dividends Per Share 
Dividcnd Yicld 
Dividend Payout Ralio 
Divdcnd Growth Ralc 

Summary Cspitaiiwlion Data 

cast, 
<St il n d a I o n c 
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Pitis Consotidnled Ne1 Debt 6.981 Plus Consotldatcd Ncl Debt 12,907 
Enterprise Value 16.412 T o l ~ t  MS En1 Valuation 26,512 

Source: Company data. Morgan Slanley Research 
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PPL Corp (PPL, $25.00, Equal-weight, Price Target $28) 

Hedges Secure NT Cash Flows 
$GO , 

50 

$18 5 (-28%) 

20 ~ 

0 
Apr-08 OCl-08 Apr-09 OCl-09 Apr-10 OCl-10 Apr-1 1 

Price Targel (Apr-11) -Historical Slock Performance e Currenl Slock Price 

Source: FaclSei. Morgan Stanley Research 

Price Target $28: Utility valued using DDM 

Bull 
Case 
$38.70 

Base 
Case 
$28 

Bear 9.3% ROE in 2012 $5.00 mid-cycle gas case 
Case 
$18.50 

Genco valued using "Open EBITDA 

11.3% ROE in 2012, stable post-2012 $7.00 mid-cycle gas case 
11.7% rate base growth to 2013, 3% L T  8 . 0 ~  "open" EVlEBlTDA multiple 
13.0~ 2012 utility EPS of $0.71 = $9.23 Load serving margin rise to $150mm 

10.3% ROE in 2012, stable post-2012 $6.00 mid-cycle gas case 
11.7% rate base growth to 2013, 2% LT 7 . 0 ~  "open" EV EBITDA multiple 

12.5~ 2012 ute EPS of $0.65 = $8.15 Load serving margin rise to $100mm 

- ._ 
~ I _  

UK Delivery worth 1 .4~ RAB = $7.34 - ", 

UK Delivery worth 1.15~ RAB=$5.50/shr,-" " .__- 

6% rate base growth to 2013, 2% LT 6 . 0 ~  "open" EV EBITDA multiple 
11.5~ 2012 ute EPS of $0.58 = $6.70 Load serving margins are $50mm 

-I".- UK Delivery,,worth 1 . 0 ~  RAB = $4..OO/sF __....I_...I "_ 

A $5 Change in Power Prices Moves EPS 3% in 2011,10% in 2013 

EPS Change From a $5 Change in Power Price 
$0 60 

Open With Hedges 

- - -  

$0 50 

$0.40 

$0 30 

$0.20 

$0 10 

12.9% 8.0% 

201 I 2012 201 3 

Source: Morgan Stanley Research estimates 2011/2012 hedge dala provided by PPL. 2013 is eslirnaled 

Investment Thesis 
e We forecast a earnings rising from 

$1.95lshare in 2009 to $3.30/share in 2010 
due to expiration of a legacy power contract 
commitment. 
However, earnings then decline to $2.35 in 
2013 as the company shows a declining 
benefit from having hedged generation 
output at above market prices, mitigated by 
growth in regulated EPS through capital 
deployment at the Pennsylvania and U.K. 
Delivery segments. 

* W e  expect Pennsylvania regulated rate 
base growth of >19% from 2009 to 2013, 
improving EPS from $0.35 to $0.71" A 
recent UK rate decision gives earnings 
clarity in that segment for the next five 
years. 
PPL has leverage to an improvement in the 
commodity and economic backdrop 
through two avenues. A $5 change in 
power price would drive a change in our 
2012/2013 EPS estimates of $0.25/$0.50 
(8.0%/12.9%), while a resurgence in 
economic activity could allow for a recovery 
in margins at its marketing and trading 
segment. 

Key Drivers/ Catalysts 
e The PA Delivery business has a pending 

rate case in which it is seeking a 114.7mm 
rate increase premised on a 48.4% equity 
layer and a 11 "75% ROE. We expect 
resolution by year-end. 

Potential Risks 
e We assume a $40 million improvement to 

marketing and trading margin post-2010 to 
$75 million. If PPL realizes above/below 
this level, there could be upside/downside 
to our PPL Supply earnings outlook. 

e PPL does have exposure to currency 
fluctuations related to UK Delivery. 

e if the regulatory approvals the 
Pennsylvania Relivery segment in 2010 
result in less constructive outcomes than 
we anticipate, there could be downside to 
our earnings forecast. 
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Morgan Stanley Modelware is a proprietary analytic framework that helps clients 
uncover value, adjusting for distortions and ambiguities created by local accounting 
regulations. For example, Modelware EPS adjusts for one-time events, capitalizes operating 
leases (where their use is significant), and converts inventory from LIFO costing to a FIFO 
basis. Modelware also emphasizes the separation of operating performance of a company 
from its financing for a more complete view of how a company generates earnings 

Disclosure Section 
The information and opinions in Morgan Stanley Research were prepared by Morgan Stanley & Co Incorporated, and/or Morgan Stanley C.T.V M S.A. 
and their affiliates (collectively, "Morgan Stanley"). 
For important disclosures, stock price charts and equity rating histories regarding companies that are the subject of this report, please see the Morgan 
Stanley Research Disclosure Website at www.morganstanley.com/researchdisclosures, or contact your investment representative or Morgan Stanley 
Research at 1585 Broadway, (Attention. Research Management), New York, NY, 10036 USA. 

The fol Y owing analysts hereby certify that their views about the companies and their securities discussed in this report are accurately expressed and 
that the have not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this 
report. &eg Gordon. 
Unless otherwise stated, the individuals listed on the cover page of this report are research analysts. 

Morgan Stanley Research has been ublished in accordance with our conflict management policy, which is available at 
www.morganstanley.comlinstitutiona~researchiconflictpolicies 

As of March 31, 2010, Morgan Stanley beneficial1 owned 1% or more of a class of common equity securities of the following corn anies covered in 
Morgan Stanley Research: Constellation Energy &roup, Inc., Dominion Resources, Inc., Edison International, Entergy Corp, Firstfnergy Corp., 
Sem ra Energy. 
As oPMarch 31, 2010, Morgan Stanley held a net long or short position of US$l million or more of the debt securities of the following issuers covered 
in Morgan Stanle Research (includin where guarantor of the securities). Allegheny Energ Inc , Constellation Energy Grou , Inc., Dominion 
Resources, Inc., gdison lnternational,%ntergy Corp, Exelon Corp, FirstEnergy Corp , FPL &oup Inc , PPL Corporation, Pubic Service Enterprise 
Group, Inc, Sem ra Energy. 
Within the last l fmonths,  Morgan Stanley managed or co-managed a public offering (or 144A offering) of securities of Allegheny Energy Inc., 
Dominion Resources, Inc., Entergy Corp, Exelon Corp, FirstEnergy Corp.. 
Within the last 12 months, Mor an Stanley has received compensation for investment banking services from Allegheny Energ Inc , Constellation 
Energy Group, Inc., Dominion fsesources, Inc., Edison International, Entergy Corp, Exelon Corp, FirstEnergy Corp , FPL Group rnc., PPL Corporation, 
Public Service Enterprise Group, Inc, Sempra Energy 
In the next 3 months, Morgan Stanley expects to receive or intends to seek compensation for investment banking services from Alle heny Ener y Inc , 
Constellation Ener y Group, Inc., Dominion Resources, Inc., Edison International, Entergy Corp. Exelon Corp, FirstEnergy Corp , FPL G r o u p i k ,  " 

PPL Corporation, Public Service Enterprise Group, Inc, Sempra Energy. 
Within the last 12 months, Morgan Stanley & Co. Incorporated has received compensation for products and services other than investment banking 
services from Constellation Energ Group, Inc., Edison International, Entergy Corp, Exelon Corp, FirstEnergy Corp , FPL Group Inc , PPL Corporation, 
Public Service Enterprise Group, ync, Sempra Energy. 
Within the last 12 months, Morgan Stanle has provided or is providing investment banking services to, or has an investment banking client 
relationship with, the following company. Xllegheny Energy Inc., Constellation Energy Group, Inc., Dominion Resources, Inc., Edison International, 
Entergy Corp, Exelon Corp, FirstEnergy Corp., FPL Group Inc , PPL Corporation, Public Service Enterprise Group, Inc, Sempra Energ 
Within the last 12 months, Morgan Stanley has either provided or is providing non-investment banking, securities-related services to a rdo r  in the past 
has entered into an agreement to provide services or has a client relationship with the following company: Alle hen Energy Inc., Constellation Ener y 
Group, Inc , Dominion Resources, Inc., Edison International, Entergy Corp, Exelon Corp, FirstEnergy Corp., ?PL (!roup Inc., PPL Corporation, Pub% 
Service Enterprise Group, Inc, Sempra Energy. 
Morgan Stanley & Co. lncor orated makes a market in the securities of Alle hen Energy Inc., Constellation Ener y Group, Inc., Dominion Resources, 
Inc., Edison International, Atergy Corp, Exelon Corp, FirstEnergy Corp., ?PL (!roup Inc , PPL Corporation, Pub~ic Service Enterprise Group, Inc, 
Sempra Energy. 
The equity research anal sts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based 
upon various factors, inc)lding quality of research, investor client feedback, stock picking, competitive factors, firm revenues and overall investment 
banking revenues. 
The fixed income research anal sts or strategists principally responsible for the reparation of Morgan Stanley Research have received corn ensation 
based upon various factors, intruding quality, accuracy and value of research, l r m  profitability or revenues (which include fixed income tra%ng and 
ca ita1 markets profitability or revenues), client feedback and competitive factors. Fixed Income Research analysts' or strate ists' compensation is not 
linled to investment banking or capital markets transactions performed by Morgan Stanley or the profitability or revenues ofparticular trading desks. 
Morgan Stanle and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research, including market making, 
providing liquidty and specialized tradin risk arbitrage and other proprietary trading, fund management, commercial banking, extension of credit, 
investment services and investment banking Morgan Stanley sells to and buys from customers the securitieslinstruments of companies covered in 
Morgan Stanley Research on a principal basis Morgan Stanley may have a position in the debt of the Company or instruments discussed in this report. 
Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions. 
STOCK RATINGS 
Morgan Stanley uses a relative rating system usin terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below). 
Morgan Stanley does not assign ratings of Buy, Hogd or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the 
equivalent of buy, hold and sell. Investors should carefully read the definitions of all ratings used in Morgan Stanley Research. In addition, since 
Morgan Stanley Research contains more complete information concerning the analyst's views, investors should carefully read Morgan Stanley 
Research, in its entirety, and not infer the contents from the ratin alone In any case, ratin s (or research) should not be used or relied upon as 
investment advice. An investor's decision to buy or sell a stock stould depend on individuagcircumstances (such as the investor's existing holdings) 
and other considerations 
Global Stock Ratings Distribution 
(asofMarch 31, 2010) 

Anal st Certification 

Global Research Conflict Management Policy 

Important US Regulatory Disclosures on Subject Companies 
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For disclosure purposes on1 (in accordance with NASD and NYSE requirements), we include the category headin s of Buy, Hold, and Sell alongside 
our ratings of Overweight, &ual-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of i u y ,  Hold or Sell to the stocks we 
cover Overweight, Equal-wei ht, Not-Rated and Underweight are not the equivalent of buy, hold, and sell but represent recommended relative 
weightings (see definitions beyow). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy 
recommendation, we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations. respectively 

Coveraae Universe Investment Bankina Clients (IBC) 
Yo of % of % of Rating 

Stock Ratina Cateaorv Count Total Count Total IBC Cateaow 

Overweig htlBuy 1042 41% 325 43% 31% 

Equal-weightlHold 1095 43% 348 46% 32% 
Not-RatedlHold 15 I Yo 4 1% 27% 

UnderweightlSelI 373 15% 87 11% 23% 

Total 2,525 764 

Data include common stock and ADRs currently assigned ratings. An investor's decision to bu or sell a stock should depend on individual 
circumstances such as the investor's existing holdings) and other considerations. Investment kanking Clients are companies from whom Morgan 
Stanley or an a h a t e  received investment banking compensation in the last 12 months. 
Analyst Stock Ratings 
Overweight (0). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe, 
on a risk-adjusted basis, over the next 12-18 months. 
Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage 

the average total return of the 

(or industry team's) coverage 

Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months 
Analyst Industry Views 
Attractive (A). The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the 
relevant broad market benchmark, as indicated below 
In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant 
broad market benchmark, as indicated below 
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant 
broad market benchmark, as indicated below. 
Benchmarks for each region are as follows. North America - S&P 500; Latin America - relevant MSCl country index or MSCl Latin America Index; 
Europe - MSCl Europe; Japan - TOPIX; Asia - relevant MSCl country index 

Important Disclosures for Morgan Stanley Smith Barney LLC Customers 
Citi Investment Research & Analysis (CIRA) research reports may be available about the companies or topics that are the subject of Morgan Stanley Research Ask your 
Financial Advisor or use Research Center to view any available CIRA research reports in addition to Morgan Stanley research reports 
Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith Barney LLC. Morgan 
Stanley and Citigroup Global Markets Inc or any of their affiliates, are available on the Morgan Stanley Smith Barney disclosure website at 
www morganstanleysmithbarney comlresearchdisclosures 
For Morgan Stanley and Citigroup Global Markets, Inc specific disclosures, you may refer to www morganstanley comlresearchdisclosures and 
https://www.citigroupgeo comlgeopubliclDisclosureslindex-a html. 
Each Morgan Stanley Equity Research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC This review and approval is conducted by the 
same person who reviews the Equity Research report on behalf of Morgan Stanley This could create a conflict of interest 

Morgan Stanley produces an equity research product called a "Tactical Idea " Views contained in a "Tactical Idea" on a particular stock may be contrary to the 
recommendations or views expressed in research on the same stock This may be the result of differing time horizons, methodologies, market events, or other factors For 
all research available on a particular stock, please contact your sales representative or go to Client Link at www morganstanley corn. 
For a discussion, if applicable, of the valuation methods and the risks related to any price targets, please refer to the latest relevant published research on these stocks 
Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the individual financial 
circumstances and objectives of persons who receive it Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and 
encourages investors to seek the advice of a financial adviser The appropriateness of a particular investment or strategy will depend on an investor's individual 
circumstances and objectives The securities, instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and certain investors 
may not be eligible to purchase or participate in some or all of them. 
Morgan Stanley Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any securitylinstrument or to participate in any particular trading strategy 
The "Important US Regulatory Disclosures on Subject Companies" section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% or 
more of a class of common equity securities of the companies For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an investment 
of less than 1 % in securitieslinstruments or derivatives of securitieslinstruments of companies and may trade them in ways different from those discussed in Morgan Stanley 
Research. Employees of Morgan Stanley not involved in the preparation of Morgan Stanley Research may have investments in securitieslinstrurnents or derivatives of 
securitieslinstruments of companies mentioned and may trade them in ways different from those discussed in Morgan Stanley Research Derivatives may be issued by 
Morgan Stanley or associated persons 
With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information Morgan Stanley makes every effort to use reliable, 
comprehensive information, but we make no representation that it is accurate or complete We have no obligation to tell you when opinions or information in Morgan Stanley 
Research change apart from when we intend to discontinue equity research coverage of a subject company. Facts and views presented in Morgan Stanley Research have 
not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business areas, including investment banking personnel 
Morgan Stanley Research personnel conduct site visits from time to time but are prohibited from accepting payment or reimbursement by the company of travel expenses 
for such visits 

Other Important Disclosures 
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The value of and income from your investments may vary because of changes in interest rates, foreign exchange rates. default rates, prepayment rates, 
securitieslinstruments prices, market indexes, operational or financial conditions of companies or other factors There may be time limitations on the exercise of options or 
other rights in securitieslinstruments transactions Past performance is not necessarily a guide to future performance Estimates of future performance are based on 
assumptions that may not be realized If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject company's 
securitieslinstruments 
Morgan Stanley may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report 
To our readers in Taiwan: Information on securitieslinstruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL") Such information is for your 
reference only Information on any securitieslinstruments issued by a company owned by the government of or incorporated in the PRC and listed in on the Stock Exchange 
of Hong Kong ("SEHK), namely the H-shares, including the component company stocks of the Stock Exchange of Hong Kong ("SEHK")'s Hang Seng China Enterprise 
Index; or any seciiritieslinstruments issued by a company that is 30% or more directly- or indirectly-owned by the government of or a company incorporated in the PRC and 
traded on an exchange in Hong Kong or Macau. namely SEHK's Red Chip shares, including the component company of the SEHKs China-affiliated Corp Index is 
distributed only to Taiwan Securities Investment Trust Enterprises ("SITE) The reader should independently evaluate the investment risks and is solely responsible for 
their investment decisions Morgan Stanley Research may not be distributed to the public media or quoted or used by the public media without the express written consent 
of Morgan Stanley Information on securitieslinstruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation or 
a solicitation to trade in such securitieslinstruments MSTL may not execute transactions for clients in these securitieslinstruments 
To our readers in Hong Kong: Information is distributed in Hong Kong by and on behalf of, and is attributable to, Morgan Stanley Asia Limited as part of its regulated 
activities in Hong Kong If you have any queries concerning Morgan Stanley Research, please contact our Hong Kong sales representatives 
Morgan Stanley Research is disseminated in Japan by Morgan Stanley Japan Securities Co., Ltd ; in Hong Kong by Morgan Stanley Asia Limited (which accepts 
responsibility for ils contents); in Singapore by Morgan Stanley Asia (Singapore) Pte (Registration number 1992062982) andlor Morgan Stanley Asia (Singapore) 
Securities Pte Ltd (Registration number 200008434H), regulated by the Monetary Authority of Singapore, which accepts responsibility for its contents; in Australia to 
"wholesale clients" within the meaning of the Australian Corporations Act by Morgan Stanley Australia Limited A.B N 67 003 734 576, holder of Australian financial services 
license No 233742, which accepts responsibility for its contents; in Australia to "wholesale clients" and "retail clients" within the meaning of the Australian Corporations Act 
by Morgan Stanley Smith Barney Australia Pty Ltd (A B N 19 009 145 555, holder of Australian financial services license No 240813, which accepts responsibility for its 
contents; in Korea by Morgan Stanley & Co International plc. Seoul Branch; in India by Morgan Stanley India Company Private Limited; in Canada by Morgan Stanley 
Canada Limited, which has approved of, and has agreed to take responsibility for, the contents of Morgan Stanley Research in Canada; in Germany by Morgan Stanley 
Bank AG. Frankfurt am Main and Morgan Stanley Private Wealth Management Limited, Niederlassung Deutschland, regulated by Bundesanstalt fuer 
Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, S V , S A,, a Morgan Stanley group company, which is supervised by the Spanish Securities Markets 
Commission (CNMV) and states that Morgan Stanley Research has been written and distributed in accordance with the rules of conduct applicable to financial research as 
established under Spanish regulations; in the United States by Morgan Stanley & Co Incorporated, which accepts responsibility for its contents Morgan Stanley 8, Co 
International plc, authorized and regulated by the Financial Services Authority, disseminates in the UK research that it has prepared, and approves solely for the purposes 
of section 21 of the Financial Services and Markets Act 2000, research which has been prepared by any of its affiliates Morgan Stanley Private Wealth Management 
Limited, aufhorized and regulated by the Financial Services Authority, also disseminates Morgan Stanley Research in the UK Private U K investors should obtain the 
advice of their Morgan Stanley & Co International pic or Morgan Stanley Private Wealth Management representative about the investments concerned RMB Morgan 
Stanley (Proprietary) Limited is a member of the JSE Limited and regulated by the Financial Services Board in South Africa 
a joint venture owned equally by Morgan Stanley International Holdings Inc and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by FirstRand 
Limited 
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co International pic (DIFC Branch), regulated by the Dubai Financial Services 
Authority (the DFSA). and is directed at Professional Clients only, as defined by the DFSA The financial products or financial services to which this research relates will only 
be made available to a customer who we are satisfied meets the regulatory criteria to be a Professional Client 
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co International plc (QFC Branch), regulated by the Qatar Financial Centre 
Regulatory Authority (the QFCRA). and is directed at business customers and market counterparties only and is not intended for Retail Customers as defined by the 
QFCRA 
As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory 
activity Investment advisory service is provided in accordance with a contract of engagement on investment advisory concluded between brokerage houses, portfolio 
management companies, non-deposit banks and clients Comments and recommendations stated here rely on the individual opinions of the ones providing these 
comments and recommendations These opinions may not fit to your financial status, risk and return preferences For this reason, to make an investment decision by relying 
solely to this information stated here may not bring about outcomes that fit your expectations 
The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners Third-party data providers make no warranties or 
representations of any kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages of any kind relating to 
such data The Global Industry Classification Standard ("GICS") was developed by and is the exclusive property of MSCl and S&P 
Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley 
Morgan Stanley Research is disseminated and available primarily electronically, and, in some cases, in printed form 

RMB Morgan Stanley (Proprietary) Limited is 

Additional information on recommended securitieslinstruments is available on request. 
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Company (Ticker) 

Greg Gordon 
Allegheny Energy Inc (AYE N) 
Constellation Energy Group, Inc 
(CEG N) 
Dominion Resources, Inc (D N) 
Edison International (EIX N) 
Entergy Corp (ETR N) 
Exelon Corp (EXC N) 
FPL Group Inc (FPL N) 
FirstEnergy Corp (FE N) 
PPL Corporation (PPL N) 
Public Service Enterprise Group, 
Inc (PEG N) 
Sempra Energy (SRE N) 

Rating (as of)Price* (04/29/2010) 

++ $21 49 
E (1212 1/2009) $37 56 

U (04/09/2010) 
E (09/17/2009) 
0 (09/17/2009) 
E (09/17/2009) 
E (1 1/16/2009) 

++ 
E (12/21/2009) 
E (09/17/2009) 

$41 3 
$33 72 
$80 55 
$43 26 
$50 69 

$37 4 
$25 

$31 84 

E (09/17/2009) $49 43 

Stock Ratings are subject to change Please see latest research for each company 
" Historical prices are no1 split adjusled 

0 2010 Morgan Stanley 



Equity Research -France / Europe Thursday 29 April 2010 

Electricity & Gas Germany 

Recotnmendalion Buy (1) 
Price (28104/2010) 27 80 EUR 
Target price 32 00 EUR 

- 

25 

211 
I 
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CON Relalive lo oJ Sloxx (Rebased) - C ON Rrblivc ID Uliiilies (Rebasoil) 

Reuter: 
Bloomberg. 
12-month high: 
12-month low: 
Multiples 

PI E 
Ne1 yield (%) 
FCF yield (X) 
PlBook value 
EVISales 
EVIEBITDA 
EV/EBIT(recur) 

EONG F 
EOAN GR 

29 93 
22 96 

12/08 12/03 12110e 12111e 
131 91 9 6  9 5  
3 99: 5 9% 5 4% 5 4Y" 
-28':: 03% -03'): 231x8 
2 1  1 2  12 12 
1 2  10 1 0  10 
8 0  5 9  61 6 0  
108 8 3  8 6  84 

Per share data 
EUR 12/08 12/03 1 
EPS ( M N P )  294 280 

CPS (ANP) 067 441 
?Change -822% ns 
Dividend 150 150 
Boohvalue 1010 21 19 

'%Change a Y X ,  -1 00:u 

Income statement 
(EUR ml 12/08 
Sales 86 753 
Z C  h a nge 26 2 %  
Op profil(recur) 9 878 
%Change 7 6% 
Op proRI(EBIT) 9 750 
Allr net profit 1283 
Ad! attr NP 5 597 

Financial data 
12/08 

ROCE bel Tax 10 8% 
ROCE afler Tax 9 7% 
ROE 13 4% 
FCF -2 122 9 
Ne1 deb1 29 693 
Gearing 77 3% 
Net DebUEBlTDA 2 2 
EBITDAlinleresl 7 3  

12/03 
81 817 
-5 7% 
9 646 
-2 3% 
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8 396 
5 328 

12/03 
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6 0% 
14 296 
1500 
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63 7% 
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€.on announced this morning the sale of its Kentuck,y-based US business to 
PPL for $ 7.6bn, /.e. a transaction multiple of near1,y 1 0 . 0 ~  EBITDA 2010e, 
higher than our SOP valuation (€ 5. Ibn). This transaction, in line with our 
expectations, allows the group to improve its debt ratios (in line with its target: 
3 . 0 ~  EBITDA), strengthens the unity of its position in Europe and could be a 
cata1,yst for the share price in the lead up to the strategy presentation expected 
this summer. 
Although the group was hard hit in 2009 by overcapacity on the gas markets, 
we believe that €.on could now benefit from an improved backdrop for raw 
materials prices and the wrapping up of its disposals programme. Given the 
current valuation, the growth expected over the next two years and the 
improved momentum, we are upgrading to a Buy ( I )  recommendation with a 
higher target price of E 32 (VSE 3 I previously). 

~~~~~c~~~~~ at%rractive disposal. .. 
E.on announced this morning that it was selling its Kentucky-based US division 
which it calls "US Midwest" to PPL for $ 7,625m (€ 5.7bn), implying a multiple of 
1 0 . 0 ~  EBITDA 2010e, which is greater than our sum-of-the-parts valuation 
(€ 5.lbn). We expect this deal to result in a deconsolidation of around € 560m in 
EBITDA in 2010 and € 390m in EBIT. The transaction should dilute recurring 
EPS slightly in 2010 (-5%) and 2011 (-2%). US Midwest will be booked under 
this continued operation and with no impact on reported net profit. The deal is 
expected ta be wrapped up at the end of 2010 due mostly to the various 
regulatory confirmations. 
This transaction, which was part of E.on's disposal plan (€ IObn to be carried out 
by the end of the year 2010) should allow E.on to reduce its debt to around 
€ 6.0bn, Le. a 0 . 3 ~  drop in its debt ratio (adjusted net debvadjusted EBITDA). 
Consequently, we forecast debt of 3 . 0 ~  EBITDA at end-2010, in line with the 
group's targeted debt reduction. 
In keeping with our scenario (see our note "Private visit: limited downside"), E.on 
has exceeded its disposals target by nearly € 2bn at € 12bn. We now expect the 
group to make some minor disposals (residual Thuga stakes that we value at 
nearly € 500m) before ending this programme. As a reminder, we think that this 
surplus should allow E.on to maintain its debt ratios over the course of the next 
two years. 

... which bolsters the strategic lo 
We believe that the disposal of E.on's US division should improve the unity of the 
group's position in Europe. Moreover, E.on reduces its exposure to the US 
market where regulatory changes (especially for C02) remain uncertain. We 
would highlight that 98% of its generation capacity (7.5 GW) is coal. 
We also believe that the group is getting out of a regulated biisiness where 
upside potential seemed limited and where cash generation in the coming years 
is likely to be limited given the levels of capex expected (€ 450m/year according 
to our estimates). 

In our previous note, we had identified two catalysts for the share price. the 
disposal of the US business and the new CEO's strategy presentation expected 
this summer. In light o f  (i) the improved backdrop (increase in gas and electricity 
prices in the past weeks); (ii) growth expected over the next two years; and (iii) 
the attractive valuation ( 6 . 0 ~  EBITDA 2011e), we are upgrading our 
recommendation to BUY ( 1 )  from Add (2) The disposal price, higher than our 
current valuation for that business, results in a boost to our target price to € 32. 
The new CEO (Johannes Teyssen) who is expected to start after the next AGM 
(6 May 2010) should announce his strategy during the summer This could 
continue to fuel the stock's momentum. 

Next event: Quarterly results on I I May 20 10 
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E.ON sells its US unit to PPI, 
Yesterday EON announced selling its IJS uni t  (LG&E and ICeiitucky Utilities) to 
PPL lor $7.6bn (F5.7bn). The IJS business coinprised of 7.5GW ol' generation 
capacity iiiostly coal-fired, with 1009 nd.justed EBITDA of 1JSD7701iui. With this 
sale, E.ON has coiiipleted it  $ 1  Obi1 disposal target by 10 10. 

Assets attractively valued at 0.0s of 2009 EBlTDA 
The EV of f7.6bn for the IJS assets is in-line with OLII' valuation ($7.4bn) and 
above the higher end of inarket expectations of $6-7bn. The transaction value 
asstimes $6.7bn in cash proceeds while the remaining $0.9bn as third party debt. 
With 2009 adjusted EBITDA of Y;7701iiii, the assets look attractively valued at 
1009 EVIEBITDA o f 9 . 9 ~ .  

Leveraged lowered, cas11 tlow positioti strengthened further 
The deal strengthens E.ON's balance sheet signilicantly. 111 our view, this will 
reduce economic net debt foI 201 0 by f6bn to F41 .Sbn, reducing net debt fiictor by 
0 . 3 ~  ( c 3 . 0 ~ ) .  Maikel will view the disposal positively given the lack of synergy 
with E O N  core business, its low historical returns and the attractive selling price. 
I-lowever, the deal will reduce 2010E EPS by around 3.5% in our view. 

Valuation (Buy, 4.32) 
E.ON remains ainoiig our inost preferred stocks in the utilities space with key 
multiples trading at discowit to the sector. E.ON price target is based on suin-of- 
the-parts valuation. 

Highlights (Cm) 12/08 12/09 12110E 12111E 12112E 
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EBlT (1JBS) 9.878 27 9,646 00 9,778 43 10,027 71 10,428 60 
Net Income (UBS) 5,598 30 5,34000 5,415 1 1  5,424 7 3  5,73008 
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RDIC (EBiT) % 14 5 12 3 11 9 11 5 116 
EVlEBlTDA (core) x 7 6  7 1  7 0  6 8  6 3  
PE (UBS) x 172 9 1  9 8  9 7  9 2  
Net dividend yield % 3 8  5 9  5 4  5 4  5 5  
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Shareholders' equity C 4 l  7bn 

Net Cash [debt) (C29 8bn) 

PlBV (UBS) 1 3x 

Forecast returns 

Forecast price appreciation t15 4% 
Forecast dividend yield 5 4% 

Forecast stock return 120 8% 

Market return assumption 5 8% 
Forecast excess return t15036 

EPS (UBS, C) 
1711IlF 12/09 

UBS Cons. Actual 
Q I E  1 6 3  
Q2E 1 6 3  
Q3E 1 7 1  
Q4E 171  
12110E 2 84 "l%n 
1211 1E 2 85 '1%. 

Performance (E) 
S l W l  I?iiL 10 I%, I r i i r  w AWI iaiolil 

inn,  

Per Lekander 
Analyst 
per IekanderOubs corn 
t33-1-48-88 3296 

Patrick tiummel, CFA 
Analyst 
palrick humrnel@ubs corn 
t4 1 44  239 7923 

% , S T  C& 
www ubs comlinvestrnentresearrh 

This report has been prepared by UBS Limited 
A ~ I A I  VCT P r n - r i r i P n T i n n i  n h i n  ncni iincn ntcri nct IDCC Dccihi n h i  D A P C  9 



First Read: : E.ON 29 ADril 2010 

E.ON is oiic of thc largcst utilities in Europc. It gcneratcs, transports aiid 
distributes power iii Gci-many; it  gcncrates, distributcs and supplies powcr and 
gas in tlic IJK; and i t  transports and supplies gas in Gcimaiiy through R~ilirgas 
(number one iiiaikct sharc of ~60%)) .  EON also has 3 signiiicant prcseiicc in 
Russia, tlic Nordics, Spain, and Italy, aiid owns ~ 3 . 6 %  of Gazproiii. Tlic gioiip 
bciicfits fi-om 1 ising powcr prices in Europc and scciiis f:iirly well prootcc~ctl 
agaiiist a potcntial cut i n  frce carbon allocations, given its rcliaiicc on iiiiclcar 
and hydro gcncratioii. 

Statement of Risk 

E.ON is cxposcd to volatilc commodity iiiarltcts and its iictwork operations arc 
rcgulated and thcrcforc subject to political decisions, which may bc hard for an 
external analyst to assess. 

Analyst Certification 

Each rescarch aiialyst primarily 1 espoiisiblc for tlic contciit of this research 
rcport, in wholc or in  part, certifies that with rcspcct to each security or issuer 
that the analyst covered in this report: (1) all of tlie views cxprcssed accurately 
reflect his or her pcrsonal views about those sccurities or issuers; and (2) no part 
of his or her coiiipcnsatioii was, is, or will be, directly or indirectly, relatcd to 
the specific recommendations or views exprcsscd by that rescarch analyst in tlie 
icscarch rcport. 
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This report has becn prcparecl by IJBS Ldmited, an affiliatc of LJBS AG. IJBS AG, its subsidiaries, biaiiclics and affiliates 
arc r c f c~ rcd  to licrein as UBS. 

For information on tlic ways in which IJBS manages conflicts and maintains iiidcpcndencc of its research product; 
historical pcrf’ormancc inlbrmation; and ccrtain nctditional disclosurcs coiiccrning IJBS rcscarcli rccommcndatioiis, 
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UBS investment Research: Global Equity Rating Allocations 

UBS 12-Month Rating Rating Category Coverage’ IB Services’ 
BUY BUY 50% 39% 
Neutral 
Sell 

HoldlNeutral 
Sell 

40% 
1 1 O/O 

33% 
24% 

UBS Short-Term Rating Rating Category coverage3 IB Services4 

BUY 
Sell 

BUY 
Sell 

less than 1% 
less than 1% 

29% 
0 YO 

1 :Percentage of companies under coverage globally within the 12-month rating category 
2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided within 
the past 12 months. 
3:Percentage of companies under coverage globally within the Short-Term rating category. 
4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided 
within the past 12 months 

Source: UBS. Rating allocations are as of 31 March 2010 

UBS Investment Research: Global Equity Rating Definitions 

UBS 12-Month Rating Definition 

BUY FSR is > 6% above the MRA. 
Neutral 
Sell 

FSR is between -6% and 6% of the MRA. 
FSR is > 6% below the MRA. 

UBS Short-Term Rating Definition 

BUY 

Sell 

Buy* Stock price expected to rise within three months from the time the rating was assigned 
because of a specific catalyst or event. 
Sell. Stock price expected to fall within three months from the time the rating was assigned 
because of a specific catalyst or event. 
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KEY DEFINITIONS 
Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend yield over the next 12 

months. 
Market Return Assumption (MRA) is defined as the one-year local market interest rate plus 5% (a proxy for, and not a 

forecast of, the equity risk premium). 
Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock's price target andlor rating are 

subject to possible change in the near term, usually in response to an event that may affect the investment case or valuation. 
Short-Term Ratings reflect the expected near-term (up to three months) performance of the stock and do not reflect any 
change in the fundamental view or investment case. 
Equity Price Targets have an investment horizon of 12 months. 

EXCEPTIONS AND SPECIAL CASES 
UK and European Investment Fund ratings and definitions are: Buy: Positive on factors such as structure, management, 
performance record, discount; Neutral: Neutral on factors such as structure, management, performance record, discount; Sell: 
Negative on factors such as structure, management, performance record, discount. 
Core Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the Investment Review 
Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the respective company's 
debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands as they relate to the rating. 
When such exceptions apply, they will be identified in the Company Disclosures table in the relevant research piece. 

Research analysts contributing to this report who are employed by any non-US affiliate of UBS Securities LLC are not 
registered/qualified as research analysts with the NASD and NYSE and therefore are not subject to the restrictions contained in 
the NASD and NYSE rules on communications with a subject company, public appearances, and trading securities held by a 
research analyst account The name of each affiliate and analyst employed by that affiliate contributing to this report, if any, 
follows. 
UBS Securities France SA: Per Lekander. UBS AG: Patrick Hurnmel, CFA. 

Company Disclosures 

Company Name Reuters 12-mo rating Short-term rating Price Price date 
EONGn.DE BUY NlA €27.73 28 Apr 2010 E.ON& 4, 5, 15,16,22 

Source: UBS. All prices as of local market close. 
Ratings in this table are the most current published ratings prior to this report. They may be more recent than the stock pricing 
date 

2. 

4. 

5.  

15. 

16. 

22. 

UBS AG, its affiliates or subsidiaries has acted as managerlco-manager in the underwriting or placement of securities of 
this companylentity or one of its affiliates within the past 12 months 
Within the past 12 months, UBS AG, its affiliates or subsidiaries has received compensation for investment banking 
services from this companylentity 
lJBS AG, its affiliates or subsidiaries expect to receive or intend to seek compensation for investment banking services 
from this companylentity within the next three months 
UBS AG, its affiliates or subsidiaries has issued a warrant the value of which is based on one or more of the financial 
instruments of this company 
UBS Securities LLC makes a market in the securities andlor ADRs of this company 
UBS AG, its affiliates or subsidiaries held other significant financial interests in this companylentity as of last month-s end 
(or the prior month's end if this report is dated less than 10 working days after the most recent month"s end) 

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report. 
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Source: UBS, as of 28 Apr 2010 

Note: On August 4, 2007 UBS revised its rating system (See 'UBS Investment Research: Global Equity Rating Definitions' table 
for details). From September 9, 2006 through August 3, 2007 the UBS ratings and their definitions were: Buy 1 = FSR is 1 6 %  
above the MRA, higher degree of predictability; Buy 2 = FSR is > 6% above the MRA, lower degree of predictability; Neutral 1 = 
FSR is between -6% and 6% of the MRA, higher degree of predictability; Neutral 2 = FSR is between -6% and 6% of the MRA, 
lower degree of predictability; Reduce 1 = FSR is z 6% below the MRA, higher degree of predictability; Reduce 2 = FSR is z 6% 
below the MRA, lower degree of predictability. The predictability level indicates an analyst's conviction in the FSR. A 
predictability level of '1' means that the analyst's estimate of FSR is in the middle of a narrower, or smaller, range of possibilities. 
A predictability level of '2' means that the analyst's estimate of FSR is in the middle of a broader, or larger, range of possibilities. 
From October 13, 2003 through September 8, 2006 the percentage band criteria used in the rating system was 10%. 
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Global Disclaimer 
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constituencies for the purpose of gathering. synlhesizing and interpreting market information UBS is under no obligalion to update or keep current the informalion contained herein UBS relies 
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PPL: hwering EPS Outlook For I<entucky Purchase 
Reiterate Market Perform 

0 Summary. We are reiterating our Market Perform rating and our 12-18 month 
valuation range of $29-30 in light of PPL's proposed purchase of the E.On's 
I<entucky utilities. o u r  2011-13E EPS are $2.85, $2.65, and $2.50 versus $2.95, 
$2.60, and $2"45 previously. Consistent with PPL's guidance, we project the 
transaction will be niodestlp dilutive in 2011 and accretive by 2013. 

0 Acquisition Details. On April 2 S ,  PPL announced an agreement to purchase 
E.On's Kentucky utilities for $7.6253, or $7.175B after iiicluding the $45oMM 
present value of tax benefits. The projected year-end 2011 capitalization (rate 
base) for the Kentucky utilities is $6.7B. The transaction is projected to close by 
year-end 2011 pending FERC and state regulatory approvals in Kentucky, 
Virginia, and Tennessee. Shareholder approvals are not required. 

Financing. PPL plans to finance the purchase via the assumption of $925MM 
of tax-exempt debt and $6 7B ol cash financed through a mix of equity ($2.2- 
2.6B), utility debt ($..lB), parent-level clebt ($()AB), hybrid securities ($0.75- 
LOB), cash on hand ($0.25-0.75B), and the possible sale of noncore assets. PPL 
expects the deal to be modestly dilutive near term but accretive by 2013. 

EPS Outlook. We assume the transaction closes at yeai-end 2010 No change 
to our 2oioE EPS of $3.25. Our 2011-14E EPS are $2.S5, $2.65, $2.50, arid 
$2.45 versus $2.95, $2.60, $2.45, and NE, previously. We assume the Kentucky 
utilities contribute $350MM in 2011, growiiig to just uiider $400MM by 2014 
(earned ROES of roughly 10.0%). We assume iinaiicing consistent with PPL's 
guidance (equity at high-end and hybrids at low-end of guidance). We price the 
equity at  $25 per share; eveiy $1.00 change impacts annual EPS by $0.02-0.03. 

Initial Thoughts. Despite near-term EPS dilution, we understand the merits 
of the deal as it strengthens PPL's financial (credit) profile and shifts the 
business mix more toward regulated operations By 2013, we calculate that 
PPL's regulated businesses will contribute over 65% of EPS versus 50% without 
the I<entucly utilities. Shares appear relatively inexpensive trading at 9 . 1 ~  and 
9 . 8 ~  our 2oiiE and 2012E EPS versus IPP/regulated peers at 11.1~ and 11.8x-- 
and this does not reflect the $0.75 per share PV of the tax benefits. However, we 
believe sliares may continue IO trade at a discount given the financing overhang. 
We would also prefer to gain more comfort/knowledge about the Kentucky 
operations before rendering a strong opinion. Reiterate Market Perform rating. 

Valuation Range: $29.00 to $30.00 
We value PPL under a P/E multiple (10.5X multiple to our 12E EPS) and resiclual 
income analyses, which indicate a 12-18 month valuation range of $29-30 per 
share, including $2 per share for carbon. Risks include earnings sensitivity to 
power prices, regulatoiy/political risks and generation-related operating risks. 

Investment Thesis: 
We rate shares of PPL Corp. Market Perform. PPL has an attractively located and 
diverse generation fleet, however, the long-term outlook is uncertain due to 
unfavorable macro-economic conditions. That said, the proposed purchase of 
E.On's Kentucky utilities skews PPL's business mix more towards lower-risk 
regulated operations. 

Please see page 2 for rating definitjons, i ~ ~ o r t a n t  disclosures 
md required analyst certifications 

Wells Fargo Securities, LLC does and seeks to do business with companies 
covered in its research reports. As a result, investors should be aware that 
the firni may have a conflict of interest that could affect the objectivity of the 
report and investors should consider this report as only a single factor in 
makine their investment decision. 

Market Perform 

Sector: IPP/Regulated Electric Utilities 
Market Weight 

Eai*iiings Estimate Revised Down 

2009A 2 0 l O E  aollE 
EPS Curr. I'iior Cum. Prior 
Qi(Mai ) $o60 $0.94 0.89 NE 
Qa (June) os:! o 71 NC NE 
Q3 (Scp.) 0.52 0.85 NC NE 
Q4 (Dee 1 0.5." 0.75 0.80 NE 
I;y $1.95 $325 NC ga.85 2.95 
a' $1.95 $325 $2.85 

9.0s 

Ticker PPL 
Price (o4/29/2oio) $25.68 
52-Week Range: 
Shares Outstanding: (MM) 
Market Cap.: (MM) 
SBP 500: 
Avg. Daily Vol.: 
Dividend/Yield: 
LT Debt: (MM) 
LT Debt/Total Cap.: 
ROE: 

$25-35 
377.9 

$9,704.5 
1,200.50 

4,135,230 
$1.40/5.5% 

$7,143.0 

22.0% 

52"5% 

3-5 Yr. Est. Growth liate: (7.01% 
CY 2010 Est. PIE-to-Growth: NM 
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WELLS FARGO SECURITIES, LLC 
Utilities EQUITY R E S W C H  DEPARTMENT 

Date Publication Price (I) 
4/25/2007 
4/25/2007 NA 

P 5/3/2007 NA 
0 8/3/2007 NA 
c 1013112007 51 38 
&d 11/14/2007 
t 11/14/2007 48 53 

L 1/31/2008 48 85 
T C  9/24/2000 36 48 
0 11/5/2008 30 00 
$7 5/1/2009 31 29 

8/4/2009 29 50 
c 11/11/2009 30 87 
< 4/16/20 10 28 09 
--- 

Company Description: 
PPL Corp is the holding company for PPL Electric Utilities, PPL Global and PPL Generation. PPL Electric 
Utilities is a regulated electric distribution company that serves 1.4 million customers in Pennsylvania. PPL 
Generation owns over ii,ooo MW of unregulated generation capacity, primarily located in Pennsylvania. PPL 
Global selves 2.5 million regulated electric distribution customers in the United IGngdoni. 

Rating Code I Val Rng Low I Val Rng High I Close Price (S) 

2 38 00 41 00 45 27 
2 41 00 44 00 44 45 
2 45 00 48 00 47 05 
2 50 00 53 00 51 70 

1 59 00 61 00 48 53 
1 56 00 58 00 48 85 
2 42 00 44 00 36 06 
2 33 00 35 00 30 00 
2 31 00 33 00 31 29 
2 29 00 30 00 29 50 
2 30 00 31 00 30 53 
2 29 00 30 00 27 47 

Brothwell 

Kalton 

Required Disclosures 

PPL Corporation (PPL)  3-yr. Pr ice  Per formance  

Additional Information Available Upon Request 

I certify that: 
1) All views expressed in this research report accurately reflect my personal views about any and all of the subject securities or 
issuers discussed; and 
2)  No part of my compensatioii was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed 
by me in this research report. 

Wells Fargo Securities, LLC or its affiliates intends to seek or espects to receive compensation for investment banking services in 
the nex% three months from PPL Corporation. 

9 Wells Fargo Securities, LLC or its affiliates received compensation for investment banking sexvices from PPL Corporation in the 



PPL Corporation 
WELLS FARGO SECURITIES, LLC 

EQUITY RESEARCH DEPARTMENT 

past 12 montlis 
0 PPL Corporation currently is, or during tlie la-month period preceding the date of distribution of the research report was, a client 

of Wells Fargo Securities, LLC. Wells Fargo Securities, LLC provided investment banlting services to PPL Corporation. 
9 PPL Corporation currently is, or during tlie 12-montli period preceding tlie date of distribution of the research report was, a client 

of Wells Fargo Securities, LLC. Wells Fargo Securities, LLC provided noninvestnient banking securities-related services to PPL 
Corporation. 
PPL Corporation curreiitly is, or during tlie 12-month period preceding the date o l  clistribution or tlie research report was, a client 
of Wells Fargo Securities, LLC. Wells Fargo Securities, LLC provided nonsecurities services to PPL Corporation. 

1 Wells Fargo Securities, LLC received compensation for products or services other than investment banlting services from PPL 
Corporation in tlie past 12 months. 

PPL: Rislts include earnings sensitivity to power prices, regulatoiy/political rislts and generation-related operating risks. 

Wells Fargo Securities, LLC does not compensate its research analysts based on specific investment banking transactions. 
Wells Fargo Securities, LLC’s research analysts receive compensation that is based upon and impacted by the overall profitability 
and revenue of tlie firm, which includes, but is not limited to investment banlcing revenue. 

STOCK RATING 
i=Outperform: The stoclt appears attractively valued, and we believe tlie stock’s total return will exceed that of the market over tlie 
next 12 months. BW 
a=Market Perform: The stock appears appropriately valuerl, and we believe the stock’s total return will be in  line with the market 
over tlie nest 12 months. HOLD 
3=Underperform: The stock appears overvalued, and we believe the stoclt’s total return will be below the market over the nevi 12 
months. SELL 

SECTOR RATING 
O=Oveiweight: Industry expected to outperform the relevant broad market benchmark over tlie next 12 months. 
M=Market Weight: Industry expected to perform in-line with tlie relevant broad marltet benchmark over tlie nevti2 months. 
U=Underweight: Inclustry expected to underperform tlie relevant broad market benchmark over tlie next 12 months. 

VOLATILITY RATING 
V = A stock is defined as volatile if tlie stoclc price has fluctuated by +/-ao% or greater in at least S of the past 24 months or if the 

analyst expects significant volatility. All IPO stocks are automatically rated volatile within tlie first 24 months of trading. 

As of: April 29,2010 

45% of companies covered by Wells Fargo Securities, LLC Wells Fargo Securities, LLC has provided investment banking 
Equity Research are rated Outperform. services for 40% of its Equity Research Outperform-rated 

companies. 

50% of companies covered by Wells Fargo Securities, LLC Wells Fargo Securities, LLC has provided investment banking 
Equity Research are rated Market Perform. services for 40% of its Equity Research Market Perform-rated 

companies. 

5% of companies covered by Wells Fargo Securities, LLC Wells Fargo Secnrities, LLC has provided investment banking 
Equity Research are rated Underperform. services for 46% of its Equity Research IJnderperform-rated 

companies. 

Important Disclosure for International Clients 
The securities and related financial instruments described herein may not be eligible for sale in all jurisdictions or to certain 
categories of investors. For certain non-U.S. institutional reader (including readers in the E a ) ,  this report is distributed by 
Wells Fargo Securities International Limited (“WFSIL”). For the purposes of Section 21 of the IJK Financial Services and Markets 
Act 2000 (“tlie Act”), the content of this report has been approved by WFSIL a regulated person under the Act. WFSIL does not deal 
with retail clients as defined in tlie Markets in Financial Instruments Directive 2007. This research is not intended for, and should 
not be relied upon, by retail clients. 

Important Information for Australian Recipients 
Wells Fargo Securities, LLC is exempt from tlie requirements to hold an Australian financial services license in respect of the 
financial services it provides to wholesale clients in Australia. Wells Fargo Securities, LLC is a registered brolier-dealer registered 
with the US. Securities and Exchange Commission, and a member of the New York Stock Exchange, the Financial Industry 
Regulatoi-y Authority, and the Securities Investor Protection Corp. Wells Fargo Securities, LLC is regulated under U.S. laws which 
differ from Australian laws. Any offer or documentation provided to you by Wells Fargo Securities, LLC in tlie course of providing 
the financial seivices will be prepared in accordance with the laws of tlie United States and not Australian laws. 
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WELLS FARGO SECURITIES, LLC 

EOUITY RESEARCH DEPARTMENT 

Important Information for Recipients in the Hong Kong Special Administrative Region of the People's 
Republic of China ("Hong Kong") 
For recipients resident i n  Hong Ibng, this research is issued and distributed in Hong Kong by Wells Fargo Securities Limited. 
Wells Fargo Securities Limited is a Hong Kong incorporated investment firm licensed and regulated by tlie Securities and Futures 
Commission to carry on types 1, 4, 6 and 9 regulated activities (as defined in the Securities and Futures Ordinance [the "SFO"]). This 
research is not intended for, and should not be relied on by, any person other than professional investors (as defined in tlie SFO). 
The securities ancl related financial instruments described herein are not intended for sale nor will be sold to any person other than 
professional investors (as defined in the SFO). Any sale of any securities or related financial instruments described herein will be 
made in Hong Kong by Wells Fargo Securities Limited. Please consult your Wells Fargo Securities Limited sales representative or the 
Wells Fargo Securities Limited office in  yorri area for additional information 

Important Inforniation for Japanese Recipients 
This material is distributed i n  ,Japan by Wells Fargo Securities (Japan) Co., Ltd., a foreign securities company registered with tlie 
Financial Sewices Agency in Japan. 

Additional Disclosures 
Wells Fargo Securities, LLC is a U.S. broker-dealer registered with the 1J.S. Securities and Eucliange Coinmission and a member of 
tlie New Yorlt Stock Eucliange, tlie Financial 1iidusti-y Regulatory Authority and the Securities Investor Protection Corp. 
Wells Fargo Securities International Limited is a U.K. incorporated investment firm authorized ancl regulated by tlie Financial 
Seivices Authority. 

This report is for your information only and is not an offer to sell, or a solicitation of an offer to buy, the securities or instruments 
named or described in this report. Interested parties are advised to contact tlie entity with which they deal, or the entity that 
provided this report to them, if  they clcsire further information. The information in  this report has been obtained or derived from 
sources believed by Wells Fargo Securities, LLC, to be reliable, but Wells Fargo Securities, LLC, does not represent that 
thisinformation is accurate or complete. Any opinions 01 estimates contained in this report represent the judgment of 
Wells Fargo Securities, LLC, at this time, and are subject to change without notice. For the purposes of tlie U.K. Finaiicial Seivices 
Authority's rules, this report constitutes impartial investment research. Each of Wells Fargo Securities, LLC, and 
Wells Fargo Securities International Limited is a separate legal entity and distinct from affiliated banlts. Copyright @ 2010 
Wells Fargo Securities, LLC 

sEcumrIEs: NOT FDIC-INSURED/NOT EANK-GUARANTEED/MAY LOSE VALUE 
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r 1111. 

Sale of US unit a t  a good price ends disposal programme 
E.ON says it had sold its US entity LG&E t o  \JS utility PPL for a n  enterprise 

value of $7,6bn, which is more than $ I b n  above our expectation. The only 

negative is tha t  this price is below LG&E's book value. E.ON will include an  

impairment of EO.9bn in its Q1 accounts, which is not  meaningful for its 

recurring profits. PPL paid a high strategic premium, which is visible in a sale 

EVIEBITDA multiple of 9 . 9 ~ .  This brings the total of E.ON's asset disposals to 

GI Zbn, markedly above its E l 0  bil l ion goal. Contrary t o  previous disposals, this 

deal will barely dilute E.ON's EPS. E.ON expect to  close the deal by end-2010, 

and its new CEO Mr Teyssen can now concentrate streamlining the group. We 

plan to  come up with an in-depth v iew in the next few days. 

E.ON: forecasts and mult ip les 

Ycar End Sales EBITDA EPS adj PIE EVlEBlTDA Yield 

2010E 82,209 13,896 2 83  9 8  6 9  5 4  
201 1E  87,154 14,294 2 89 9 6  6 8  5 8  
2012E 94,955 15,060 3 01 9 2  6 4  6 1  
Net cashlSharc €139 
NAVlShare C23 0 

' Cashldebt at  end of current year Source E ON, WestLB Research estimates 

LG&E was an obvious candidate for  sale wi thout hurting E.ON's strategy, and 

we believe its sale makes i ts  E10 billion-disposal programme a success. 

The deal has come a b i t  earlier than w e  expected, and at  a higher price. 

Therefore, the risk that disposal could lead to earnings dilution is now removed. 

E.ON stated that the impact on recurring profits is  zero in every year but 201 1. 

The effect in that year is  stated at  E90m, which is insignificant in our view. 

A n  attractive deal for E.ON. Other deals in the US early this year were executed 

at  much lower multiples. Therefore the announced sale price of $7.6bn is a 

positive surprise to us. 

Book value of LG&E was about $1.2bn higher than the realised disposal price 

Debt is now within the guided range. Debt factor improves by 0 . 3 ~  according to 

E.ON, and brings it within the guided range of economic net debt/EBITDA 

multipie of  3 . 0 ~ .  With a multiple of 3 . 0 ~  at the end of 2009, the target was not 

quite reached a t  that time. 

No room for an extra payout, in our view. Some might argue for an extra 

dividend. But there is no book gain, and the group's debt should now come under 

control and should no longer be at  risk of being downgraded (in a weaker than 

exDected economic environment). 

http://EONGn.DE
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E.ON can now concentrate on the future, and record slightly higher earnings 

growth. LG&E has been a regulated company with solid earnings but 

unimpressive prospects of earnings growth. In our view, earnings growth for the 

streamlined group may be slightly better now. 

E.ON's multiples now have room to improve vs the European sector average. 

E.ON's multiples versus the European Utilities sector have weakened since 2008 

due to the uncertainty of keeping debt levels under control. EV/EBITDA is now 

10% below European the Utilities sector average. It seems to us to be too low, 

now that the issue of E.ON's net debt is now resolved - considering that E.ON is 

delivering earnings growth which is on par with the European sector average. 

Peter Wirtz 

29 April 2010 
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Deal turns focus to 2013 
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Acquisition makes long-term sense, but key risks remain 
Yesterday, PPL hosted a meeting to provide more details behind their announced 
acquisition of E ON'S US utilities Based on our analysis using the utilities' rate 
base estimates and PPL's financing plans, w e  see longer-term value in tlhe deal 
and expect it to  be accretive in 2013, as PPL has indicated Despite the 
transaction's value, w e  still see considerable near-term risks (completing financing, 
getting regulatory approvals, and improving the ROES at  the Kentucky utilities) to 
be an overhang on the stock and are maintaining our Hold rating. 

Focusing on Kentucky utilities' rate base 
As expected, PPL detailed the rate base forecast for tlhe Kentucky utilities to 
provide a view of its earnings potential Using tlhe provided rate base guidance, 
we  believe that the KY utilities could reasonably contribute $375M of earnings in 
2013 (assuming a 10% ROE on 2012 rate base using a historical test year) With 
the utilities' having a longer-term Ihistory of earning 10%-12% on current year rate 
base, we  view this as very achievable 

2013 accretion guidance brings attention to weakening outlook at Supply 
In our view, PPL's discussion of the deal being accretive to 2013 is focusing 
attention on PPL's standalone 2013 EPS outlook, which w e  estimate could be in 
the $2 50-range W e  note that some investors fear a lower number, but w e  
believe that does not fully take into account PPL's 2013 hedges We note that 
while PPL is only 13% hedged on the power side, it is 57% hedged on coal Thus, 
assuming 2013 coal is priced at the current forward curve is too aggressive in our 
view Based on our rough calculation of $375M of earnings contribution from the 
KY utilities and using PPL's financing guidance, we  expect the deal could offset 
some of the 20 13 earnings decline. 

Lowering PT by $3 to $29 as we look to 2013 
We value PPL at $29 based a rough view of the post-transaction earnings profile, 
which is in line with a 2013 standalone sum-of-the-parts analysis On a post- 
transaction basis, w e  calculate a rough earnings view using our -$2 50 standalone 
2013 EPS plus the earnings contribution from the KY utilities less the financing 
costs and apply a peer average regulated utility multiple of 1 I x  to arrive at  our $29 
price target On a standalone basis, we  would shift our sum-of-the-parts out by 
one year to 2013 and remove the M&A discount from our previous valuation to get 
to  $29 Key risks include capital spending disallowance, negative rate case 
decisions, commodity prices, and transaction financing 
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Financial Summary 
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Income Statement (USDm) 
Sales 6.589 6.983 7 830 14.690 13.357 13,091 
EBITDA 2,405 2,216 2.194 3.151 2.780 2.782 
€BIT 1,649 1,464 1,421 2,393 2.226 2.179 
Pretax profit 1.266 1.063 1.078 2.027 1.851 1.784 
Net income 1,000 76 I 738 1,265 1,156 1,118 

Cash Flow (USDm) 
Cash flow from operations 
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Free cash flow 
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Key Company Metrics 
Sales growlh (”%) 
DE EPS growth (%) 
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DuPont Analysis 
€BIT margin (%) 
x Asset turnover (x) 
x Financial cos1 ratio (x) 
x Tax and olher effects (x) 
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Near-term risks overshadow longer-term value 
PPL hosted an investor meeting yesterday morning to  discuss its planned acquisition of E ON 
US, which owns Louisville Gas & Electiic (LG&E) aiid Kentucky Utilities (KU) As expected, 
PPL provided a late base outlook for the utilities to signal earnings potential aiid inore details 
on its financing plans While ceitainly helpful, the pieseiitatioii did not include a detailed 
historical aiid projected earnings tiajectoiy, instead relying on 2009-20 14 rate base forecasts 
to show potential earnings power Overall, we  do expect the deal to  add value longer-term 
though its earnings contribution, which shifts PPL’s structure to  a more regulated company 
aiid lower risk Despite our view of the acquisition’s value, in the short-term, we  believe 
thiee key risks will keep an overhang on the stock completing the financing. securing the 
necessary regulatoiy approvals, improving the earned ROEs at  the Kentucky utilities 

Approvals are needed froin the Kentucky PSC-by far the largest jurisdiction-which has a 
1 20-day statutory review period, the Tennessee Regulatory Authority, aiid the Virginia SCC 
With such small numbers of custoiners in Tennessee and Virginia, w e  expect the Kentucky 
approval process to be the focus We note that in utility M&A deals, regulators often push 
for cost savings f ioin the inerger to  be a t  least shared with custoiners With PPL indicating 
no expectations for synergies and coinmitting to inaintainiiig the Kentucky headquarters aiid 
not laying off any einployees iii the state, this could be an interesting issue to watch in the 
proceedings On fiiiancing, PPL plans to  complete all of its financing prior to  the 
transaction’s close (estimated by year-end 201 0) Management did note, however, that they 
would be open to  doing some of the financing earlier this year if they see opportunities, 
rather than waiting uiitil right before close to coinplete tlie deal To tinprove tlie earned 
ROEs at the Kentucky utilities, the pending rate cases for LG&E aiid KU aie the most 
iinportant driveis We note that the rate cases will not only add major new projects into rate 
base, it will also allow iates to reflect the inuch weaker sales environment in 2009 and 
recovery of inajoi storm restoration costs from 2008 aiid 2009 Kentucky uses a historical 
test year in rate cases, which causes regulatory lag, but if the economy iinproves 
meaningfully froin 2009, LG&E and KU could oveiearn versus their allowed returns A 
decision in the pending rate cases is expected this August 

Rate base forecast, financing details provided 
In its slide presentation for the meeting, PPL also provided a rate base outlook for the E ON 
US utilities, which w e  used to estimate earnings potential for the business PPL expects 
LG&E and KU‘s combined rate base to  have a CAGR of 5% from 201 1 through 2014 Phis 
coinpares to  the PA utility‘s CAGR of 12% aiid the UK utility’s of 6% While the utilities will 
add growth to  PPL’s earnings, their lower growth trajectory does dilute the overall earnings 
growth rate from the regulated businesses Given that Kentucky uses a historical rate base in 
rate cases, we  expect soine regulatory lag in earnings Thus, in oui modeling, we have 
based our 2013 earnings assumption on 2012 rate base If w e  assume that LG&E and KU 
can earn ~ 10% ROE on their 2012 rate base, 2013 earnings contribution would be $375M 
With the utilities having a history of regularly (excluding 2009) earning a 10%-12% ROE on 
current-year rate base, w e  view our 10% assumption as very achievable 

PPL also provided more details on its financing plans To fund the $6 7B purchase price (this 
excludes the $925M of debt assumed from the utilities), PPL plans to  use a mix of debt, cash 
on hand, high-equity-content securities, and cominon stock On the debt, PPL plans to issue 
$800M of corporate unsecured debt, most likely a t  a new HoldCo level above LG&E and KLJ, 
and $2 1B of first mortgage bonds at the utilities In our analysis, w e  have assumed that the 
unsecured HoldCo issuance will carry a coupon rate of -6% W e  also assume that the 
utilities’ debt will be recovered through rates and will not be dilutive to  PPL We assume 
$900M of mandatory convertibles are issued at a -7% interest rate, and will not affect 
diluted shares outstanding We assume PPL uses $400M of cash on hand (versus its 
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-$800M cash balance a t  yeai-end 2009), aind funds the reinaindei ($2 5B) with an equity 
issuaince at a level around the current share piice This in ix could cleaily change based on 
seveial factors, including PPL's share piice at the time of issuance and ongoing discussioins 
with the rating agencies We also note that yestei day inorning, Moody's downgraded PPL 
Corp by one notch despite the transaction We were a bit surprised given S&P's inove to 
reinove PPL's negative outlook aind place it on CreditWaCch positive after the deal was 
announced 

Looking ahead to 2013 

Given PPL's discussion of 2013 as a year iin which the deal is expected to  be accretive, w e  
believe focus has shifted to  PPL's earnings profile iin that year With PPL's major hedge 
disclosure only running through 201 2, we believe some investors may be looking a t  20 13 
EPS on a inore open basis We note, however, that based on PPL's hedge disclosures in its 
2009 10-1<, Supply is 13% hedged on power and 57% hedged oi l  coal in 2013 Plus the 
contango forward curve means that open estimates for 2012 are inot a perfect proxy foi 2013 
earinings power Thus, looking at the earnings on an open basis likely dramatically 
understates the inore likely earnings potential, particularly on the fuel side We estimate that 
2013 EPS could be in the $2 50-range foi standalone PPL (assuming no acquisition) This 
reflects lowei estimated geineration output a t  Supply (as PPL has forecasted iin its lO-K), 
lower hedge positions, particularly for the East Baseload fleet, and expected eai iiings growth 
at the UK aind PA utilities 

Looking at 201 3 earnings potential foi a combined entity using oui previously-discussed 
$375M earnings potential for LG&E and KU and oui financing assumptions, w e  would expect 
earnings roughly $0 10 higher than our PPL standalone baseline This is in line with PPL's 
guidance toward the deal being accretive in 20 13 While this would clearly still represent a 
declining earnings trajectory f iom 20 10, the acquisition would help mitigate the steep decline 
in Supply's earnings contribution 

W e  highlight that the upcoming equity issuance as a key overhang risk, given the major 
declines in PPL's share price since the deal was rumored on Wednesday inorning PPL does 
inot have the ability to back out of the deal based on its share price, so if PPL's stock 
continues to  decline, it will still have to issue $2 2B-$2 6B of cominon equity albeit at an 
increasingly dilutive level In our view, this is likely to  be a major overhang on the stock until 
the issuaince is aiiinounced, which could provide a more attractive entry point In Figure 1 ,  w e  
show the 2013 combined compaiiy EPS sensitivity assuming a share issuance price from 
$22-$28 and an earned ROE at the Kentucky utilities (based on 2012 rate base) ranging from 
8%-12% We use our -$2 50 standalone PPL EPS estimate as the base 
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2013 Kentucky utilities' earned ROE 
12% 

$2.51 $2.59 $2.67 $2.75 $2.83 
$2.49 $2.57 $2.65 $2.73 $2.81 
$2.48 $2.55 $2.63 $2.71 $2.79 
$2.46 $2.53 $2.61 $2.69 $2.77 
$2.43 $2.51 $2.59 $2.67 $2.74 
$2.41 $2.49 $2.56 $2.64 $2.72 
$2.39 $2.46 $2.54 $2 62 $2.69 

- 8% 9% 10% 71% -~ 
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Lowering PT by $3 to $29 as we focus on 2013 
W e  ale lowering our price target foi PPL from $32 to  $29 as w e  shift our focus from 2012 to  
2013 W e  arrive at our price target primarily looking at a rough pro-forma EPS for the 
combined company As shown in Figure 1, if w e  assume a 10% earned ROE in 2013 on the 
20 12 rate base and a share issuance price around current levels, w e  estimate that 201 3 EPS 
could be $2 61 W e  then apply an 1 1 x P/E multiple, in line with the regulated utility average 
multiple, to ariive at our $29 price target Looking at PPL on a standalone basis, w e  would 
arrive at the same target using a rough 2013 sum-of-the-parts analysis We apply an 1 l x  P/E 
multiple (in line with the 2013 average foi regulated utilities) to  UK and PA utilities' earnings 
potential in 2013 We apply a 7 5x EV/EBITDA mciltiple to an estimated 2013 EBITDA for 
supply and add in $1-$2 pel shale for PPL's potential carbon benefits to  arrive at $29 

Downside risks for PPL include weaker power prices or higher coal prices than w e  assume, 
weaker-than-expected generation performance, and inability to  contain and inaiiage risks at 
the marketing and trading subsidiary Delays in capital projects (namely the Susquehanna- 
Rosetand transmission line) or unfavorable rate case outcomes at Pennsylvania deJivery are 
also risks Renewed political noise in Pennsylvania around the transition to market-priced 
power procurement could affect both the PA Delivery segment and Supply At International 
Delivery, inability to manage costs and improve efficiency could weaken expected returns 
Related to the announced merger, downside risks would include a longer or inore 
contentious regulatory approval process than expected, higher equity issuance (or at a lower 
share price) than w e  assume, and unfavorable rate case decisions at the Kentucky utilities 
More favorable transaction terms than w e  assume (lower coupon rates oi l  debt, higher share 
price for issuance, or lower equity issuance amount) or a more significant improvement in 
ROES at the Kentucky utilities would be upside risks Other upside risks include stronger 
power prices and higher generation output than w e  assume 
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Important Disclosures 
Add it i o n a I i n f o r m a t i o n ava i I a b I e u p o n re q 11 est 
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Dtsclosutes marked with an asterisk tnay also be required by at least one jurisdiction in addition to  the United States See 
"Important Disclosures Required by Noii-US Regulators" and Explanatory Notes 
6 Deutsche Bank and/or its affiliate(s) owns one percent or inore of any class of common equity securities of this company 

calculated undei computational methods required by US law 

Deutsche Bank and/or its affiliate(s) has received coinpensatioii froin this company for the provision of investment 
banking or financial advisoiy services within the past year 

Deutsche Bank and/or its affiliate(s) expects to  receive, or intends to seek, compensation for investment banking services 
from this company in the next three months 
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the past year 

15 This company has been a client of Deutsche Bank Securities Inc within the past year, during which time it received noii- 
investment banking securities-related services 
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Important Disclosures Required by Non-U.S. Regulators 
Please also refer to disclosures in the "Important Disclosures Required by US Regulators" and the Explanatory Notes 
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calculated under computational methods required by US law 
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1 5/24/2007 Buy. Target Price Change USD5 I 00 8 2/5/2009 Buy, Taiget Price Change USD4O 00 

2 7/23/2007 Biiy, Taiget Price Change USD57 00 9 3/13/2009 Buy. Target Price Cliange USD35 00 

3 12/1 1/2007 Buy Taiget Piice Change USDGO 00 10 5/4/2009 Buy, Targei Piice Change USD3G 00 

4 8/4/2008 Buy. Target Price Change USD57 00 I I 6/22/2009 Buy, Target Price Change USD37 00 

5 10/2/2008 Buy, Targei Price Change USD55 00 I2  7/20/2009 No Recommendation. Taiget Price Change USDO 00 

G 1 1/4/2008 Buy Taiget Piice Change USD44 00 13 3/19/2010 Hold. Target Price Change USD33 00 

7 1/6/2009 Buy. Target Price Change USD42 00 14 4/22/2010 Hold, Target Piice Change USD32 00 

Buy: Based on a current 12- inonth view of total share- 
holder return (TSR = percentage change in share price 500 

400 
from current price to  projected target price plus pro- 
jected dividend yield ) , we iecoinrnend that Investors 
buy the stock 300 

Sell: Based on a current 12-month view of total share- 200 

I00 holder return, we  recommend that investors sell the 
stock 
Hold: We take a neutral view on the stock 12-months 0 

out and, based on this tiine liorizon, do not recommend BUV Hold Sell 
either a Buy or Sell 
Notes: 
1 Newly issued research recommendations and target 
prices always supersede previously published iesearch 
2 Ratings definitions prior to 27 .January, 2007 were 

Buy Expected total return (including dividends) of 
10% or more over a 12-month period 
Hold Expected total return (includiiig dividends) 
between -1 0% and 10% over a 12-inonth period 
Sell Expected total return (including dividends) of - 
10% or worse over a 1 2-month period 

UCornpanies Covered Cos w/ Banking Relationship ~ 

North American Universe 
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Regulatory Disclosures 

1. Important Additional Conflict Disclosures 
Aside f iotn within this teport, important conflict disclosures can also be found at https //gin db com/equities undet the 
"Disclosures Lookup" and "Legal" tabs Investot s are strongly encouraged to review this information before investing 

2. Short-Term Trade ideas 
Deutsche Batik equity research analysts sometimes nave shorter-term trade ideas (known as SOLAR ideas) that are consistent 
or inconsistent with Deutsche Bank's existing longer term ratings These trade ideas can be found at the SOLAR link at 
171117 //qin dh coti i 

3. Country-Specific Disclosures 
Australia: This research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian 
Corporations Act 
EU countries: Disclosures relating to our obligations under MiFiD can be found at http //globalmarkets db com/riskdisclosures 
Japan: Disclosures under the Financial Instruments and Exchange Law: Company name - Deutsche Securities Inc Registration 
number - Registered as a financial instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No 117 
Member of associations JSDA, The Financial Futures Association of Japan Commissions and risks involved in stock 
transactions - for stock transactions, w e  charge stock commissions and consumption tax by multiplying the transaction 
amount by the cointnission rate agreed with each customer Stock transactions can lead to losses as a result of share price 
fluctuations and other factors Transactions in foreign stocks can lead to additional losses stemming from foreign exchange 
fluctuations 
New Zealand: This research is not intended for, and should not be given to, "members of the public" within the meaning of the 
New Zealand Securities Market Act 1988 
Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any 
appraisal or evaluation activity requiring a license in the Russian Federation 
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North American locations 

Deutsche Bank Securities Inc. 
GO Wall Street 
New Yolk, NY 10005 
Tel (2 12) 250 2500 

Deutsche Bank Securities Inc. 
I735 Mal ket Street 
24th Flooi 
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Tel (215) 854 1546 

International locations 

Deutsche Bank Securities lnc. 
GO Wall Street 
New York. NY 10005 
United States of Aineiica 
le1 (1)2122502500 

Deutsche Bank Securities Inc 
225 Franklin Stieel 
25th Flooi 
Boston, MA 02 I I0 
Tel (617) 988 GI00 

Deutsche Bank Securities Inc. 
101 Califoinia Street 
46111 FIOOI 
San Francisco. CA 941 I I 
Tel 14 15) G I 7  2800 

Deutsche Bank Securities Inc. 
222 South Riveiside Plaza 
30111 Flooi 
Chicago. IL 60606 
Tel (31 2 )  537-3758 

Deutsche Bank Securities Inc. 
700 Louisiana Street 
Houston, -rx 77002 
le1 (832) 239-4600 

Deutsche Bank Securities Inc 
3033 East Fiist Avenue 
Suite SO?, Third Flooi 
Denver, GO 80206 
Tel (303) 394 6800 

Deutsche Bank AG London 
I Great Winchestel Street 
London EC2N 2EQ 
United Kingdoin 
Tel (44) 20 7545 8000 

Deutsche Bank AG 
GioRe GallusstraRe 10-14 
60272 Frankiuri am Main 
Germany 
Tel (49) 69 91 0 00 
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Deutsche Bank Place 
Level 16 
Corner of Hunter & Pliillip Streets 
Sydney. NSW 2000 
Australia 
Tel (61) 2 8258 1234 ' 

Deutsche Bank AG 
Level 55 
Cheung Kong Center 
2 Queen's Road Central 
Hong Kong 
Tel (852) 2203 8888 

Deutsche Securities Inc 
2-1 1-1 Nagatacho 
Sanno Pa& Tower 
Chiyoda-ku, Tokyo 100-6 17 I 
Japan 
Tel (81) 3 5 156 6701 

Global Disclaimer 



Full price for US divis,m brings gearing to target level 
at minimum EPS cost 

Very attractive price. PPL is paying $8. lbii EV (S6.71~1 cash, X1.4bn 
assumed dcbt/provisions), 01 (3. I bii. This iinplics a 38% premium over 
licadliiic rate base ($5.9bn, not fully i-cflccting Trimble County 2 capcx, 
wc bclievc) and 9 . 9 ~  2009 EVERITDA multiplc. Conscnsus valuation 
was 6%.5b11 (souicc: EON). Wc had ‘?:?.9bn, so this incicascs OUI SOTP- 
dcrivcd piicc taigct by €l/sharc (01 3%) to €30/sharc (cnd 2010) 

ND/EBITDA rut to c .3 .0~ .  E.ON had raiscd E6bn so far from disposals. 
With this deal, it will clearly cxcccd its el Obn targct (although we think 
closing could slip into 20 1 1 ), and reduce econoinic iict dcbt/EBITDA by 
0.3x, to close to 3 . 0 ~ .  Wc think this should give managcmcnt M O ~ C  tiiiic 
and flcxibility to exccutc on and/or considcr furthcr potciitial disposals. 

Only c.2% EPS dilution. The busincss will be treatcd as discontinucd 
operations (DO) from 1 Januaiy 201 0, icducing adj. EBITDA aiid EBIT 
by 4Oh. As DO arc not includcd in adj, net incomc, i t  will rcduce 2010E 
adj. iict inco~iic too (by 5%); howevei wc expect E.ON to communicate 
on a pro forma figurc, relevant for dividend payout purposes. For 201 lE, 
wc calculate thc dcal is 1.5% dilutivc, and set a new EPS of e2.90. 

Sensible strategic decision. Thc IJS business was bought with Powcrgeii 
in 2002 aiid secii then as a springboaid for further M&A. Consolidation 
failed to iiiatci ialisc, leaving it subscale. Its sale fornialises EON’S clear 
focus 011 Europc, and should rcducc the group’s complcxity. The timing 
also suggests that management is locuscd, despitc the change in CEO. 

Keep preference vs. RWE. Wc continuc to see 0 t h  stocks in tlic sector 
with more growth and catalysts. However, short term, the higher powcr 
priccs in Germany, macro fcars clsewlicrc, and undcmanding valuation 
( 9 . 9 ~  2010 P/E, cum e130 DPS payable on 7 May) arc supportivc, in our 
view. In Gciiiiany, we coiitiiiuc to favour E.ON over RWE (Neutral). 

E.ON (EONGn.DE;EQAN GR) 
FYE Dec 

Adj EPS FY (€) 
Adj PIE FY 
DPS (Gross) FY (€) 
Gross Yield FY 
EVIEBITDA FY 
EBITDA margin FY 
EBIT margin FY 

2009A 

2 80 
10 0 
1 50 

5 4% 
6 8  

15 0% 
11 5% 

201 OE 
(Old) 
2 84 

9 9  
1 50 

5 4% 
6 4  

15 8% 
11 9% 

2010E 
(New) 
2 84 
9 9  

150 

6 4  
5 4% 

15 5% 
11 7% 

201 1 E 
(Oldj 
2 94 
9 5  

155 

6 2  
16 0% 

5 5% 

12 0% 

201 I E 
(New) 
2 90 

9 6  
1 55 

6 2  
15 7% 

5 5% 

11 8% 
EBIT FY (2 mn) 9,646 9,926 9,54 1 10,333 9,934 
Source: Company data, Bloomberg, J P Morgan estimates 
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EONGn.DE, EOAN GR 
Price: €27 95 

d Price Target: €30.00 
Previous: €29 00 
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Vincent deblic@)prnorgan corn 
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(44-20) 7325-9023 
nathalie x casali@jpmorgan corn 

J P Morgan Securities Lid 

Price Performance 

Apr I19 JuIU9 Oclll(1 Jan10 A p r l U  

EONGn DE share price (E 
MSCI-Eu (rebased) 

Abs , YTD I m  3m 12m 
- 3 8 %  4 1 %  5 5 %  103% 

Rei 6 6 %  49% -04% 21 5% 

Company Data 
Price (€) 27 95 
Date Of Price 29 Apr 10 
Price Target (€) 30 00 

31 Dec 10 Price Target End Date 

Mkt Cap (€ bn) 53.2 
Shares OIS (mn) 1,905 

52-week Range (E) 30 47 - 22 42 

See page 6 for analyst certification and important disclosures, including non-US analyst disclosures. 
J P Morgan does and seeks to do business with companies covered in its research reports As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report Investors should consider this report as only a single factor in making their 
investment decision 
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0111. updated forecasts are shown in tables 1 to 3. We assume the deal completes at 
the eiid of December 301 0, althougli we see this is a tight deadline. As mentioned, 
o ~ i r  20 I OE xijusted net income m d  adjusted EPS include income froin discontinued 
operations. Excluding income from discontinued operations, they would amount to 
t?5,134lii and (t'2.60, respectively. 

C million 
2008A 2009A 2010E 2011E 2012E 2013E 

Central Curope 4,720 4,817 4,808 6,177 4,896 4,019 
Pan European Gas 2,631 1,751 1,500 1,644 2,096 2,418 
UK 922 649 723 751 787 586 
Nordir 770 535 7 39 7 30 68 1 7 37 
US Midwest 395 384 0 0 0 0 
Energy Trading 645 919 1,123 -407 70 132 
New Markers 90 862 896 1,237 1,619 1,617 

Total 9,878 9,646 9,541 9,934 10,002 9,612 
Orher/Iioldinq -295 -304 247 197 -147 -97 

Source C.oiniiaiiy dam J P Morrjdii esliinales 

C million 
2008A 2009A 2010E 2011E 2012E 2013E 

EBITDA 12,416 12,524 12,615 13,196 13,421 13,135 
Change (%) 
Adjusted EBITDA 
Change (%) 
EBIT 
Change (Oh) 
Adjusted EBIT 
Change (%) 
Financial result 
Income from equity investments 
Exceptionals 
Income tax 
Minorily inieresis 
Income from discontinued operations 
Reported net income 
Change (%) 
Reported EPS (E) 
Change (%) 
Adjusted net income 
Change (%) 
Adjusted EPS (E) 
Change (%) 
Ordinary DPS (E) 
Chanqe (%) 

1 % 
13,384 13,526 

1% 
8,910 8,644 

-3% 
9,878 9,646 

-2% 
-1,835 -2,177 

968 1,002 
-5,448 4,324 

-863 -2,976 
-338 -249 
-128 -172 

1,266 8,396 
563% 

0.68 4.41 
548% 

5,598 5,328 
-5% 

3.01 2.80 
-7% 

1.50 1.50 
0% 

1% 
13,363 

-1% 
8,793 

2% 
9,541 

-1% 
.2,294 

748 
-400 

.1.884 
-239 
280 

5,004 
-40% 
2.63 

-110% 
5,404 

1% 
2.84 
1% 

1.50 
0% 

5% 
13,952 

4% 
9,177 

4% 
9,934 

4% 
-2,056 

7 56 
0 

-2,088 
-269 

0 
5,521 

10% 
2.90 
10% 

5,521 
2% 

2.90 
2% 

1.55 
3% 

2% 
14,186 

2% 
9,237 

1 5: 
10,002 

1% 
-2,040 

765 
0 

-2,150 
-315 

0 
5,497 

0% 
2.88 
0% 

5,497 
0% 

2.88 
0% 

1.60 
3% 

-2% 
13,909 

-2% 
8,838 

-4% 
9,612 

-4% 
-1,995 

774 
0 

-2,095 
-302 

0 
5,220 

-5% 
2.74 
-5% 

5,220 
-5% 
2.74 
-5% 
1.65 

3% 
Adjusled payoui p/u) 50% 54% 53% 53% 55% 60% 
Source Company data. J P Morgan esliniates 
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C millioii 

2008A 2009A 2010E 2011E 2012E 2013E 
Cash flow from operatinq activities 6,738 9,054 8,675 9,399 9,786 9,660 

-- - 

investments in fix& and iiitanyibie assets 
Free cash flaw 
Acquisitions 
Disposals 
Dividends 
Other 
Decreasel(increase) in net debt 
Net debll(cas1i) at start of period 
Net debt/(cash) at end of period 
Source: Coinpany d a b  J I) Morgan estiiiiales 

-8,996 
-2,258 

-12,874 
4.32 

-2,937 
-4,562 

-22,199 
7,494 

29,693 

-9,200 -8,281 -7,034 
-146 394 2,365 
a24 0 0 

4,925 6,785 0 
-3,156 -3,172 -3,188 

90 3 0 0 
1,702 4,006 -823 

29,693 27,991 23.985 
27,991 23,985 24,808 ~. 

Our iipdated SOTP is shown in table 4 below. 

-6,213 -5,291 
3,573 4,369 

0 0 
0 0 

-3,300 -.3,412 
0 0 

274 957 

24,534 23,577 
24,808 24,534 

C million 
Value Implicit EVlEBlTDA (x) Other commentslmetrics 

(Cm) 2010E 2011E 2012E 
Generalion 6; supply 22,581 5 5  4 4  G O  
T&D 1 1,092 8 0  7 3  7 1  

Otlierlconsoliclation 885 9 9  4 7  1 7  
Central Europe 38,725 6.3 5 2  6.2 
E&[’ 4.920 11 6 9 1  5 8  

Castern Curope 4,167 7 6  6 7  5 9  

Supply 6: sales 3,173 31 7 31 7 15 9 
Storage 5.703 8 5  8 2  7 8  
T&D 3,664 8 1  8 9  7 7  
Otlierlconsolidatioii 607 12 1 6 1 6 1  
Pan European Gas 18,067 10 7 9.8 7 7  
UK 8,567 7.3 7.0 6.7 L27OlkW, 1 1 x RAV, L 31 Slcust 
Nordic 8,869 8.4 8.4 8.8 
Energy Trading 2,087 1 8  -5 3 25 3 
New Markets 14,693 8 5  6.6 5 6  
01 herlronsolidation -675 4 2  6 2  11 4 
Enterprise value 90,334 7 1  6.8 6.7 
Gazprom (3 5%) 3,824 $6 Olshare 
Equity investments 7,342 1 Ox end 2OlOE BV 
Other financial assets 3,672 0 5x end 2010C BV 
Net debt 23,985 End 20lOC 
Minorities 3,787 1 Ox end 2010E BV 
Nuclear provisions 11,332 C2 8bn time value adjustment 
Pensions provisions -2,628 1 Ox end 2010C BV 
Other provisions 6,269 
Equity value 57,171 
Number of shares (m) 1,905 5 
Equity value per share (C) 30 
Upsidel(downs1de) (%) 7% 
Source J P Morgan estimates 
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Valuation Methodology 
We value E.ON using a SOTP, based mainly on divisional DCFs, but also RABs (cg 
U1< distribution), asset-based multiples (eg renewables). and tiiaiket prices for certain 
listed assets (Gazprom). Our SOTP is at ciid 2010. 

Risks to Our View 
The main I isks to our Neutral stance are. (1 )  a iiiateiial change in thc outlook foi 
power prices, especially in Germany and Scandinavia, ( 2 )  a material change in thc 
outlook for gas midstream, (3) a stop to the Russian libetalisation ptocess; and (4) a 
significant increase in cost cutting (above and beyond the el .%ti planned by 201 1) 

4 
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Q-Snapshot: EON A6 

30 April 2010 

Score 0% (worst) to 100% (best) vs Country vs Industry Raw Value 
Value 
PIE Vs Market (12mth fwd EPS) 
PIE Vs Sector (12mth fwd EPS) 

25% 69"o 

Earnings & Sentiment 

1 Mth Change in Avg Recorn 26% -0 05 
Earnings Momentum 3mth (risk adjusted) 51% -44 3 

Net Revisions FY2 EPS 42% . -33% 
Earnings 8 Sentiment Score 37% 
COMPOSITE Q-SCORE" (0% TO 100%) 34% 71% 

EPS Aclual To FY 1 EPS FYJ T o F Y 2  EPS FY2 To FY3 

loom IHIGI IlSTRONGCR 

c. 7 5% 
0 " 50% , 
N 

I 25% 
R 

l o  I 
Y I o'K I OWiWCAKCR 

0% 25'L 50'%, 75% 100~%1 

I N D U S T R Y  

IOO'X, , 

VALUL PillCL OUALIIY I:AI;ININGS 

1 Mlh . 3  Mlli lMIli 3Mlli 1Yr 3Yr 
u r y i  nr~2 

Cash Flow FY1 To FY2 Dividends FY1 To FY2 Sales FYlToFY2 

GSZ-FR GDF Suez S A France 79.213 15890 132 38% 
Germany 

IBE-ES lberdrola S A  Spain 42,067 323 50 11 4 40% 
51% IBEI-DE lberdrola S A  Spain 
76% RWE-DE RWEAG Germany 

ELE-ES Endesa S A Spain 30,485 1674 9 6  58% 
NG-GB National Grid PLC United Kingdom 24,505 4607 109 62% 
SSE-GB Scottish 8 Southern Energy PLC United Kingdom 15,944 3543 10 1 71% 
VVD-DE Veolia Environnernent S A France 15,570 0 12 176 730: 
GAS-ES Gas Natural SDG S A Spain 15,536 7362 8 5  RTS, 

41,174 009  1 1  2 
40,222 21890 8 7  

Source Factset. Thomson and J P Morqan Quantitative Research For an explanation of the Q-Snapshot, please visit http Iljpmorgan hk acrobat cornlqsnapshoil 
Q-Snapshots are a product of J P Morgan's Global Quantitative Analysis team and provide quantitative metrics summarized in an overall company 'Q-Score ' 
Q-Snapshots are based on consensus data and should not be considered as having a direct relationship with the .I P Morqan analysts' recommendation 
* The Composite Q-Score IS calculated by weighting and combining the 10 Quant return drrvers shown The higher the Q-Score the higher the one month 
expected return 
lowest Q-Scores in this universe ** The number of up, down and unchanged target prices recommendations or EPS forecasts that make up consensus 

On a 14 Year back-test the stocks with the highest Q-Scores have been shown (on average) to significantly outperform those stocks with the 
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Other Companies Recommended in This Report (all prices in  this report as of market close on 29 April 2010, unless 
otherwise indicated) 
RWE (RWEG.DEl6'6 1.2.3/Neulral), RWE (lKX6.9 I [30-Novembel--2003]/Ne~i~~~~l) 

Analyst Certilication: 
The rcsem cli analyst( s)  tlenoted by an "AC" on the cover of this report certifies (01, where iiiultiple research analysts ai'e primarily 
responsible fool this 1 epoi t, the rcscaich analyst tlenotetl by ;in "AC" on the covei 01' witliiii the docuniciit intlivitlually ccrtilies. with 
iespect to each security or issuer that  the icscarch analyst eoveis i i i  this research) that: ( I  ) a l l  of the views expressed in this repoit 
acciiiatcly reflect his oi her personal views about any and all o f  the subjxt securities oi issuers; aiitl (2) 110 p a r t  of any of the research 
analyst's coiiipeiisation was. is, oi will he directly or iiitliiectly related to the specific recommendations or views expressed by tlic 
resenrch analyst(s) in this ieport. 

Important Disclosures 

Rlarlcet Malted Liquidity Provider: TPMSL andioi ai1 ofliliatc IS  a inaiket makei andiol Irqtutlity piov~dei i n  E ON, RWE 
Lead or Comanager: TPMSI oi its affiliates acted as lead oi eo-iiianngei iii a public ot'feiing of equity and/oi debt sccuiities foi 
E ON, RWE within the past 12 months 
Client ol'tlie Firm: E ON IS  01 was 111 tlie past 12 months a client of JPMSI, tluiing the past 12 months, JPMSI p~ov~cled to the 
company investineiit banking s e ~ v ~ c e s ,  noli-investment banking se~ i i i  ities-ielatcd seivices and non-sccuiities-ielatcd seivices RWE 
IS 01 was i n  the past 12 months a client of JPMSI; duiing the past 12 months, IPMSI provided to the company investment banking 
sei vices. iion-investment banking secui itics-ielatecl sei vices and iioii-sccui ities-1 elated seiviees 
Investment Banking (past 12 niontlis): JPMSI oi its affiliates icceivecl i n  the past I2 months compensation foi iiivestment bniikiiig 
seivices fioiii E ON, RWE 
Investinent BanLing (ne\( 3 months): JPMSI oi its affiliates expect to icreivc, 01 intciitl to seck, compensation foi investment 
banking serviccs i n  the next thee  moiiths fioiii E ON, RWE 
Non-Investment Banlcing Compensation: 1PMSI has ~cceivecl coinpensatitxi in the past 12 months foi piodiicts oi seivires otliei 
than investment banking fioin E ON, RWE An atfiliate of JPMSI has ieceivetl compensation i n  the past 12 months foi pioducts oi 

sei vires 0 t h  than investment banking fi om E ON, RWE 

€.ON (EONGn.DE) Price Chart 

90 

75 

60 

Price(B) 45 

30 

$51 I 

Date Rating Share Price Price Target 

08-May-07 OW 3726 43 50 
(e) (9 

31-May-07 OW 4061 47 00 

26-Sep-07 OW 4255 51 90 
14-Jan-08 OW 48 30 58 00 

10-Mar-08 OW 40 63 57 00 
30-Jun-08 OW 42 65 60 50 
28-NOV-08 OW 27 12 44 00 
03-Feb-09 OW 2487 41 00 

11-Mar-09 OW 1934 32 00 
15-May-09 N 24 04 32 00 A 01-Mar-10 N 26 13 -- 

t I I 
26-Mar-10 N 27 03 29 00 

r- 
Feb May Aug Nov Feb May Aug Nov Feb May Aug Nov Feb 
07 07 07 07 08 08 08 08 09 09 09 0 9  10 

Source: Bloomberg and J P Morgan: price data adjusted for stock splits and dividends 
Break in coverage Feb 26. 2010. Mar 01.2010. This chart shows J P Morgan's continuing coverage of this stock: the 
current analyst may or may not have covered it over the entire period 
J P Morgan ratings: OW = Overweight. N =Neutral. UW = Underweight 
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E.QN (E) Price Chart 

30 April 20 10 

6 4 1  

48-1 n 

Price($) 401 32 

o [  I i I I I I I 1 I 

Feb Feb Feb Feb Mar Mar Mar Apr Apr  Apr  
10 10 10 10 10 10 10 10 10 10 

Source: Bloomberg and J P Morgan: price data adjusted for stock splits and dividends 
Break in coverage Feb 26, 2010 -Mar 01,2010 This chart shows J P Morgan‘s continuing coverage of this stock: the 
current analyst may or may not have covered it over the entire period 
J P Morgan ratings: OW =Overweight. N = Neutral, UW = Underweight 

RWE (RWEGDE) Price Chart 

168- 

144- 

120- 

96 -. 
Price(b) 

72 - 

48 - 

24i 0 Feb May Aug  Nov Feb May Aug  Nov Feb May Aug  Nov Feb 

07 07 07 07 08 08 08 08 09 09 09 09 10 

Source‘ Bloomberg and J P Morgan; pnce data adjusted for stock splits and dividends 
Break in coverage Feb 26,2010  mar 01, 2010 Thls chart shows J P Morgan‘s contlnuing coverage of this stock; the 
current analyst may or may not have covered i t  over the entire period 
J P Morgan ratings‘ OW = Overweight, N =Neutral. UW = Underweight 

Date Rating Share Price Price Target 
($) ($) 

01-Mar-10 N 35 63 

Date Rating Share Price Price Target 

08-May-07 N 8000  77 50 

25-Juri-07 N 7841  72 70 

(6) (e) 

09-Aug-07 N 8025  73 20 
25-Sep-07 N 8566 82 20 
14-Jan-08 N 96 84 93 80 

29-Feb-08 OW 7986  98 00 
30-Juri-08 OW 79 95 105 00 
28-Nov-08 N 65 75 86 00 
14-Jan-09 N 61 55 84 00 

02-Feb-09 N 61 14 78 00 
01-Mar-10 N 62 30 
26-Mar-10 N 64 83 68 00 

Explanation of Equity Research Ratings and Analyst(s) Coverage Universe: 
J.P. Morgan uses tlie following iating system: Overweight [Over thc next six to twelve montlis, we expect this stock will outperform tlie 
average total return of the stoclts in the analyst’s (or tlie analyst’s teain’s) coveiage universe.] Neutral [Over the next six to twelve 
months, we expect this stock will perform in line with the avcrage total return of the stocks in the analyst’s (or the aiialyst’s team’s) 
coverage universe.] Underweight [Over the ncxt six to twelve months, we expect this stock will underperfonn tlie average total rehini of 
tlie stocks in the analyst’s (or the analyst’s team’s) coverage universe.] J P. Morgan Cazenove’s I K  Small/Mid-Cap dedicated research 
analysts use tlie same rating categories; howcvei, each stock’s expected total return is compared to tlie expected total rchirn of tlie FTSE 
All Sliare Index, not to those analysts’ coverage universe. A list of these analysts is available on request The analyst or analyst’s team’s 
coverage universe is tlie sector and/or country shown on the covei of cacli publication. See below for the specific stocks i n  the certifying 
analyst(s) coverage universe. 

Coverage IJniverse: Vincent de Blic, CFA: E O N  (EONGn.DE), EDF (EDF.PA), RWE (RWEGDE) 
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Valuation and Risks: Please see tlic most icceiit coinpany-specific research repoit for ail analysis of valuation incthotlology and risks on 

the l?ont of this iiote oi your .J.P. Moigan rcpiesentative 
aiiy seciii ities recoinmentletl lieiciii. Research is available at !?ti g~7b<?i.l~ , or yo11 can contact the analyst n~uncd 011 

Analysts' Compensation: The equity iescarch aiialysts iesponsible for the preparation of this report icccivc compensation based upon 
various factors, including tlie quality niitl accuracy of reseai,ch, client fecdbnck, competitive factors, aiid overall 1ii.m revenues, which 
include revenues froin, among otlm business units, Institutional Equities anti Investment Banking. 

Registr;rtion 0 1  nun-US Analysts: IJnlcss otherwise noted, tlie non-1JS analysts listed on tlie fioiit of this repoit are employees 0 1  noli-IJS 
afliliates of JPMSI. are 1101 I cgistcred/c~t~alifie~I ;IS research analysts untlei NASDNYSE rules, may not be associated persons of JPMSI, 
and inay not be subject to NASD Rule 27 I 1 and NYSE Rule 472 restrictions on coinmunications with covcrcd companies, public 
appearances, ant1 ti  atling secuiitics lield by a research analyst account 

Other Disclosures 

1°F'. Moigan is the global bland naine foi J.P Morgan Securities Inc (.IPMSI) ant1 its lion-US affiliates woildwidc. J P. Moigan Cazenove is a 
brand iiaiic for equity ieseaicli prodiieed by I.P. Morgan Securities L.ttl.; J P Moigan Equities L.iiiiitet1; 1PMorgan Chase Bank, N A., Dubai 
Branch; and 1.P Moigaii Bank Intemational LL.C 

Options related research: I f '  the information contained lieicin regaicls options i,elatetl resccirch, such information is available only to persons who 
Iiave received the proper option risk clisclosiire documents. For ri copy of the Option Cleiii iiig Corporation's Characteristics and Risks of 
Stondardized Options, plcnse contact your J P Morgan Representative oi visit tlic 0C:C's wcbsite at  
littp://www.optioiiscleariiig coiii/~~tiblieatioiisIi isks/riskstoc.pdt: 

Legal Entities Disclosures 
U.S.: JPMSI is a membei, of NYSE, F I N M  and SlPC .I.P. Morgan 1;utures Inc is a meiiiber ofthe NFA IPMorgaii Chase Bank, N A. is a 
niembcr of FDIC aiid is autlioiizcd nnd iegulated in the UK by tlic Financial Scnfices Autliority. U.K.: J.P. Moigan Securities L,td (JPMSL.) is a 
mcinber of tlie London Stock Exchange and is authorisecl and icgulntctl by the Finuncial Sei vices Authoi ity. Registered in  England 61 Wales No. 
271 1006 Registered Ofiice 125 London Wall, L.ondoii EC?Y SAJ. Soulh Africa: .I P. Morgan Equities Limited is a inciiiber of the Joliannesburg 
Seciuities Exchongc and is regulated by the FSB. I4ong Kong: J.P. Morgan Securities (Asia Pacific) L,iinitcd (CE numbei AA.I.321) is regulated 
by tlie I-long Kong Moiielary Authority and tlic Securities and Furtires Commissioii in  I-long Kong. Korea: J.P. Morg;iii Securities (Fa  East) L,td, 
Seoul Bmicli, is regulated by tlic Korea Fiiiancial Supervisory Service. Australia: 1.P Morgan Australia L.imitec1 (ABN 52 002 888 01 I/AFS 
Licence No: 238188) is regulated by ASIC and .J.P. Moi,gaii Securities Australia L.imited (ABN 61 003 245 234121;s Licence No: 238066) is a 
Market Participant with the AS>; and regulated by ASIC. Taiwan: J.P.Morgan Securities (Taiwan) L.iinited is a participant of the Taiwan Stock 
Exchmge (company-type) and rcgiilated by tlic Taiwan Securities and Futures Bureau. India: .J 1'. Morgan India Private L.iiiiited is a inember of 
tlie National Stock Exchange of India Limited and Bombay Stock Exchange Limited and is regulated by the Securities and Exchange Board of 
India Tllailand: JPMoigan Secwities (Thailand) Limited is ti member of tlie Stock Exchange of Thailand and is regulated by tlie Ministry of 
Finance and the Securities and Exchange Commission Indonesia: PT I P Moigan Securities liidoiiesia is a member of the Indonesia Stock 
Exchange and is iegiilated by the BAPEPAM L,K Pliilippines: J.P Morgan Securities Pliilippines Iiic. is a ineinbci, of the Philippine Stock 
Exchange and is regulated by the Securities and Exchange Commission. Brazil: Banco 1.P. Morgan S A" is regulated by the Coiiiissao de Valores 
Mobiliarios (CVM) and by the Central Bank of Brazil. Mexico: .I.P Moigaii Casa de Bolsa, S.A. de C V., J.P. Morgnn Gnipo Financieio is a 
member of the Mexican Stock Exchange and authorized to act as a broker dealcr by the Natioiial Banking and Securities Exchange Commission. 
Singapore: This material is issued and distributed iii Singapoie by J.P. Morgan Securities Singapore Private Lhnited (JPMSS) [MICA (P) 
020/01/2010 aiid Co Reg No.: 199405335R] which is a member of the Singapore Exchange Securities Trading Linited and is regulated by tlie 
Monetary Authority of Singapore (MAS) and/or .IPMoigan Chase Bank, N.A , Singapore branch (JPMCB Singapore) which is regulated by the 
MAS. Malaysia: This material is issued and distributed in Malaysia by JPMorgan Securities (Malaysia) Sdn Blid (1S146-X) which is a 
Participating Organization of Bursa Malaysia Beihad and a holder of Capital Markets Services License issued by the Securities Coinmission in 
Malaysia. Pakistan: J. P Moigan Pakistan Biokiiig (Pvt.) Ltd is a nicmber of the I<niaclii Stock Exchange and iegulated by tlie Securities aiid 
Exchange Comiiiission of Pakistan Saudi Arabia: J.P. Morgan Saudi Aiabia Lttl. is autliorised by tlie Capital Market Authority o f  the Kiiigtloiii 
of Saudi Arabia (CMA) to cairy out dealing as an agent, arranging, advising and custody, with respect to securities business under licence number 
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15-07079 and its iegisteretl adtltess is at Stli I:looi, AI-Faisnliyuli Towel, King I~nl incl  Road. P.O. Box S 1907, Riyaclli 1 155-3, Kingcloiii of Saudi 
Aiabia Dubai: IPMorgnn C'huse Bank, N.A , Diibai Bi ancli is regulated by tlie Diibai 1:iiiaiicial Services Authority (DFSA) and its registeictl 
:itltliess is Dubai Inteinational Fiiiancial (.'entic - Building 3, Ixvcl 7, PO Box SO655 1, Lhbai, UAE 

Country and Region Specilic Disclosures 
U.K. and European Ecoiioniic Area (EEA): Unless sliecilied to the contiary, issued and approved fot distribution in the U K. ant1 tlic EEA by 
JPMSL. Iiivcstment rescaicli issued by 1PMSL lias been iiicp;ii~cd in ~~ccoidaiice with JPMSL's policies foi managing coiitlicts of intcicst arising 

I resull of publication and disti ibutioii ol'investmciit iescnicli Many Euiopetiii icgtilatois ieqiiiic tliat a liim to estnlilish, iiiiplciiient ant1 
intaiii such ;i policy This ieport 1ias been issued i n  the U.K only to persons ofii kind described in Article 19 (S), 3s. 47 and 49 of the Finnncial 

Sewices and Markets Act 2000 (Financial Piornotion) Oidci 2005 (all such peisons being icferictl to ;IS "relcvruit persons") This docuiiicnt iiiiist 

not be ~ictcd on or relied oii by persons who aic not relevant Iieisoiis. Any iiivcstmenl or iiivestnicut iicLivity to which this tlocirment relates is only 
available to relevant persons and will be engaged in only with ielevunt persons. In  other EEA countries, tlie icport has bceii issued to pcisoiis 
iegardctl as pofessional invcstors (01 eqiiivalent) in their Imine jurisdiction Austriiliii: This mntci.ia1 is issued and distiibuted by IPMSAI.. in 
Australia to "wliolcsale clients" only .IPMSAL does not issue oi tlisti ibutc this material to "ictail clients " The iecipicnt o! this material inust not 
distribute i t  to any third party or outside Aiistialia without tlie pi.ioi w i  ittcn coiiseiit 01 .II'MSAL, 1:oi tlic purposes of this imagraph the tcniis 
"wliolcsalc client" and "ictail client" have tlic meanings given to them in section 761 G of the Coi.poratioiis Act 2001. Germany: This iiiateiial is 
tlistributecl in Geriiiany by .l.P Morgan Securities Lid , 1; ia i ik l i ir t  Biancli and l.P.Moigan Chase BtIiik, N.A , Frankfurt Branch which arc 
iegiiiatcd by tlie Bundesanstalt fui I~iii~mzdienstlcisti~~igs~~i~fsicht. Hung Kong: Tlie 1% ownership disclosure a s  of tlic previous iiioiitli cntl 
satisfies the requiiements unclci Puingrapli I O.S(a) 0 1  the llong ICong Code of Condtict foi Persons L.icensed by 01 Registered with the Securities 
aid Futures Commission. (Foi ieseuicli publishetl within tlic liist ten clays of the month, the disclosure may be biised oil [lie iiionth end data from 
two iiioiitlis' piioi ) 1 P. Moigan Bioking (I-long Kong) L.iiiiitcd is tlie liquidity piovidei for derivative warrants issued by I.P. Moigan Structured 
Piodiicts B V aiid lisictl on the Stock Exchange oft-long Kong Limited An updated list caii be foiiiid on I-IKEx website: 
http://www.lil;ex com.lil;/prod/dw/L,p.litiii Japan: Thci e is ii risk that a loss may occur due to a change in tlie pi ice of tlie shares in tlie case of 
sliaie trading, anti that a loss may occiii clue to  the exchange rate in tlic case of foreign share tiading. I n  tlie CLISC of shale trxling, JPMoigiui 
Securities Japan Co , L.td , will be receiving :I biokcrage fee and consuiiiption tax (shouliizei) culciilatecl by multiplying the cxecuted price by the 
commission iate which was individually agiccd between IPMorgan Seciiiities lapaii Co , L.ttl., and tlie customer in advancc Financial Instruments 
Finns: JPMorgan Secui itie lopa~i Co , Ltcl , ICanto L.ocal Finaiice Buicau (kinsho) No 82 Pal ticipating Association / .lapan Securities Dealers 
Association, Tlie Fiiinncial utuies Associatioii of . lapin Korea: This rcpoit may have been edited or conti,ibuted to kom time to time by 
affiliates of .I P. Morgaii Secui itics (Fa1 East) Ltd, Seoul Branch Singapore: .IPMSS and/or its affiliates may have a holding in any ol' tlie 
securities discussccl in this iepoi't; for secui ities wheie the iioldiiig is 1% 01 greater, tlie specific holding is disclosed in the Iiiipoitaiit Disclosures 
section above India: Foi piiviite circulation only, not for sale. Paltistan: Foi piivate circulation only, not for sale. New Zealand: This 
iiinterial is issued and tlistributccl by .IPMSAL in New Z,enlund only to persons whose principd business is tlie investment of iiioiiey or who, in tlie 
course of aiicl lbr the ptir~ioscs of their business, liabittially invest iiioney. IPMSAL. does not issue or distribute this inaterial to members of"thc 
public" as deteriiiiiicd in accor(I:iiicc with section 3 oftlie Securities Act 1075 Tlie recipient of this inaterial intist not distribute i t  to any third 
party or outside New Zmland without the prioi written coiiseiit of IPMSAL, Canada: Tlie infonilation coiitaincd Iieieiii is not, and undei no 
circumstances is to be constrticd as. a prospectus, an udvertisement, a public oflering, an offci to sell seciii ities described herein, 01 solicitation of 
xi offer to buy securities tlcscribed hciein, iii Canada or any province or t c ~ i i t o ~ y  thereol Any offer 01 sale of the securities described licrcin in 
Canada will be iiiude only under an exeiiiption liom the iequireiiieiits to tile :I piospectus with the relevant Chiadian securities regtilators and only 
by a dealer pioperly I-cgisteiecl under applicable securities laws 01, alternatively, ptirsuant to an exemption koiii the dealer registration requirement 
in tlie ielevant proviiice 01 tei I itory of Canada in which such offei oi sale is made The iiifoi mation contained herein is under no c i rc t i~ i i~ t~ i i ice~  to 
be coiisti-ucd as investmeiit advice i n  any province 01 tcrritoiy 0 1  Canada and is not tailoicd to the needs of tlie recipient. To the extent that tlie 
iiiforinatioii conlained liei cin I efei ciices securities of' a11 issuei iiicoiporated, fbrmcd oi created under the laws of Canada or ;i province or territory 
of Canada, any trades in such securities m i s t  be conducted tlirough a tlealcr rcgistci et1 in Canada No securities commission or siiiiilai regulatoiy 
authority in Caiiada has reviewed or in aiiy way passed judgment tiiioii tliesc materials, tlie information contained herein oi tlie merits of tlic 
securities described lieiein, and m y  representation to tlic contiary is ai1 offence Dubai: This report lias been issued to pcrsoiis iegarcled as 
professional clients as defined under tlie DFSA I ulcs 

General: Additional inlbniiation is available upon request Information has been obtained from sources believed to bc reliable but JPMorgan 
Chase I.% Co. or its affiliates and/or subsidiaries (collectively I P Morgan) do not warrant its coiiipleteness or accuracy except with respect to any 
clisclosuies relative to IPMSI and/or its aftiliates and the analyst's involvement with tlic issuer that is tlie subject oftlie research All pricing is as 
o! the close ol market fbr tlic secuiities discussed, unless otherwise stated Opinions aiid estiiiiatcs constitute our judgment as of the date ofthis 
iiinteiial aiitl are subject to change without notice. Past perfoniiance is not indicative offtittire results This niaterial is not interided as ari offer or 
solicitation for the purchase oi sale 01' any financial iiistruriieiit Tlie opinions and recommendations herein do not take into accouiit individual 
client eirctiin~taiice~, objectives. oi needs and are not intended :IS iecoiiiiiieiidations of pai ticular securities, financial instruriients oi strutcgies to 
p:irticular clients Tlie recipient of this report i~iiist iiiake its own indepeiident decisions regarding aiiy securities or linaiicial instniiiieiits 
iiieiitioned herein .IPMSI distributes in tlic U.S iescarcli published by non-U.S affiliates and accepts responsibility 101 its contents. Periodic 
updates may be provided on (:oiii~i~iiiies/iiidustrics based oii coiii1xiiiy specific clevelopmcnts or aiiiiouiiceiiieiits, market conditions or any other 
publicly available in forination. Clients should contact analysts and esecute traiisactions through a 1 P. Morgan subsidiary or affiliate in theii home 
jiirisciiction unless goveniing law peimits otherwise. 

"Otlici Disclosures" last revised March 1, 201 0 

Copyright 2010 JPMorgan Chase Sr Co. All rights reserved. This report or any portion hereofniay not be reprinted, sold or 
redistributed without the written consent of J.P. Morgan. 
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issuer Comment: Nlootly's says PPL dOWris t  ade c i m s  iiot chaiige WPD's  r atirrgs 

Moody's Investors Service says that the downgrade to Baa3 from Baa2 of the issuer rating of PPL Corporation 
("PPL"), the ultimate parent of the Western Power Distribution ("WPD") group, does not affect the ratings of the latter 
because the credit quality of both groups remains generally aligned Moody's currently maintains Baa 1 long-term 
senior unsecured ratings on Western Power Distribution (South Wales) plc and Western Power Distribution (South 
West) plc, the regulated subsidiaries, and Baa3 ratings on Western Power Distribution Holdings Ltd, the holding 
company 

Whilst Moody's rating action on PPLfollowed the announced agreement that it will acquire E ON U S LLC and its 
subsidiaries Louisville Gas & Electric Company and Kentucky lltilities Company for a total consideration of $7 6 
billion, the rating downgrade was driven more by weakening financial metrics and the negative outlook that had been 
in place (please refer to related press release on www moodys corn) 

PPL's current Baa3 issuer rating reflects pro-forma consolidated credit profile and the structurally subordinate 
position of ultimate holding company creditors relative to creditors at intermediate holding and operating company 
levels, including Baa2-rated PPL Electric Utilities Corporation and Baa2-rated PPL Energy Supply, the direct parent of 
the WPD group Therefore, given that the overall credit quality of the WPD Group and that of the PPL group are 
generally aligned, our ratings of the WPD group currently do not factor in any support or constraint from the wider 
PPL group 

Headquartered in Bristol, United Kingdom, the Western Power Distribution group runs two of the 14 regulated 
electricity distribution networks in Great Britain it reported consolidated revenues of GBP444 million for the year 
ending 31 March 2009 

, 

Contacts 
Paul MartyILondon 
Stefanie VoelzILondon 
Thomas J KelledNew York 
Monica krli1London 

Phone 
4420-7772.-8604 
4420-7772-5555 

2w-553-727 0 
4420-7772-5433 

MOODYk 
INVESTORS SERVICE 

0 Copyright 2010, Moody's Investors Service, Inc and/or its licensors including Moody's Assurance Company, Inc 
(together, "MOODY'S") All rights reserved 

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

SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MW NOT MEET ITS 
CONTWTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS 
IN THE EVENT OF DEFWLT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT 
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOWILITY. CREDIT RATINGS ARE 
NOT STATEMENTS OF CURRENT OR HISTORJCPL FACT. CREDJT RATINGS DO NOT CONSTITUTE 
INVESTMENT OR FINANClALADVlCE, AND CREDIT RPJINGS ARE MOT RECOMMENDNIONS TO 
PURCHASE, SELL, OR HOLD PARTICUM SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE 
SUITABILITY OF AN INVESTMENT FOR ANY PARTICUM INVESTOR. MIS ISSUES ITS CREDIT W I N G S  
WTH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR M L L  MAKE ITS OWN STUDY 
AND NAL.UATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR 
SALE. 

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





Pennsylvania, United States 

Ratings 

Category 
Outlook 
Sr Unsec Bank Credit Facility 
Senior Unsecured 
Parent: PPL Corporation 
Outlook 
Issuer Rating 

Contacts 

Analyst 
Laura SchumacherINew York 
William L WessINew York 

Key Indicators 

r A -  

, Energy Supply, LLC 

(CFO Pre-W/C + interest) I Interest 
(CFO Pre-W/C) I Debt 
(CFO Pre-WIC - Dividends) I Debt 
FCF / Debt 

Moody's Rating 
Stable 
Baa2 
Baa2 

Stable 
Baa3 

Phone 
212 553.3853 
2125533837 

2009 2008 2007 2006 
3.4x 3.3x 4.4x 4.9x 

13.6% 14.7% 22.4% '19.7% 
0.5% 3.8% 8.7% 7.9% 

-6.0% -15.9% -18.5% -6.9% 

[I] All ratios calculated in accordance with the Unregulated Utilities and Power Companies Rating 
Methodology using Moody's standard adjustments. 

Note For definitions of Moody's most common ratio terms please see the accompanyn~g User's Gyde 

Opinion 

Rating Drivers 

Strong market and competitive position 

Merchant generation company with historically stable cash flow 

1v-reasing volatility due to terminatlon of long term sales contract with affiliate 

Significant geographic and fuel diversification 

Cash flow credit metrics expected to strengthen commensurate with increased business risk 



Corporate Profile 

PPL Energy Supply (PPL Supply Baa2 senior unsecured, stable) is a holding company engaged primarily in generation and 
marketing of power primarily in the northeastern and western power markets of the U S ~ and in the delivery of electricity in the 

PPL Supply's businesses are conducted through PPL Generation, PPL Energy Plus and PPL Global PPL Supply's U K 
up ",ations are conducted by Western Power Distribution Holdings Limited (WPD Baa3 senior unsecured stable) through its 
subsidiaries Western Power Distribution South Wales PIC (Baal senior unsecured, stable) and Western Power Distribution South 
West PIC (Baal senior unsecured, stable) PPL Supply is an indirect wholly owned subsidiary of PPL Corporation (PPL Baa3 
Issuer Rating stable), a diversified energy holding company based in Allentown, Pennsylvania. which has as its other primary 
subsidiary PPL Electric Utilities Corporation (PPL EU Baa2 senior unsecured, stable), a Pennsylvania regulated transmisston and 
distribution utility 

SUMMARY RATING RATIONALE 

The Baa2 rating and stable outlook for PPL Supply recognizes that 2010 is the first year the company is able to sell power 
produced by its Pennsylvania generation resources at market rates Historically, PPL Supply's cash flows have been relatively 
stable as the majority of the company's production has been dedicated to supply its utility affiliate, PPL ElJ, at fixed prices. For 
201 0 and beyond, we anticipate increased volatility of cash flows mitigated to some extent by PPL Supply's hedging strategy; 
however, we also expect a strengthening of its cash flow credit metrics commensurate with the company's increased business risk 
profile We will now be evaluating PPL Supply's credit metrics within the framework of Moody's August 2009 Rating Methodology 
for lJnregulated Utilities and Power Companies (the Wholesale Methodology). PPL Supply's credit metrics will continue to be 
negatively impacted by its ownership of its 1J K distribution utilities, which benefit from reasonably stable cash flows, but also 
employ leverage consistent with their regulated network activities 

DETAILED RATING CONSIDERATIONS 

Relatively strong market and competitive position 

With approximately 12,000 MWs of generation resources, including approximately 2,200 MWs of nuclear and 3,500 MWs of coal 
f-- titles, located primarily within the highly liquid and transparent PJM market, and also considering the strategic positioning of its 

Jximately 1,300 MWs of coal and hydro assets in Montana, we consider PPL Supply's market and competitive position to be 
re id t ivel y strong 

PPL Supply's generation assets have demonstrated satisfactory operational performance. In 2009, for example, its 1,140 MW 
Susquehanna Unit 2 (90% ownership for PPL Supply) set a generation record (approximately 19,492,431 MWh) with 723 
consecutive days generating electricity In 2008, PPL Supply's coal plants had approximately 75% capacity factor, comparable to 
the national average of 72 2%, while its nuclear units demonstrated around 91% capacity factor, on par with the national average 
of 91 1% The capacity factor at its hydroelectric assets in the same year (about 58%) exceeded that of the national average 
(37 2%) 

Within the framework of the Methodology, for Factor 1 Sub-factor Market and Competitive Position, PPL Supply maps to a rating 
factor in the A range, and for Factor 2 Sub-factor Fleet Efficiency and Operational Characteristics, it maps to a rating factor in the 
Baa range 

Merchant generation company with historically stable cash flow 

Although the majority of PPL Supply's operations involve the generation and sale of electricity into markets that are deregulated 
through 2009 cash flows have been fairly stable and predictable The stability of the cash flows comes primarily from its business 
strategy of locking in operating margins through st~pply contracts and/or long-term hedges, historically, this had been 
accomplished primarily via long-term sales contracts with its affiliate, PPL EU, which: through 2009, was the off-taker for a 
substantial portion of PPL Supply's electric output In 2010 and beyond, hedging will be accomplished via participation in PJM 
capacity auctions. as well as contracts and hedges with third parties, which will likely increase PPL Supply's collateral posting 
requirements 

Increased revenue and margin volatility post 2009 - mitigated to some extent by hedging strategy 

Supply's long-term sales contract with PPL EU terminated in December 2009 This agreement was in place in conjunction 
with PPL EU's obligation as a provider of last resort (POLR) in Pennsylvania, during this time, PPL Supply provrded electricity to 
PPL EU at predetermined prices In 201 0, PPL EU transitioned to competitive market rates and PPL Supply's revenues are no 
longer fixed under a long term sales contracts As a result, PPL Supply's cash flows are expected to increase, but to also become 
more volatile 



'The company has attempted to rnitigate its cash flow volatility by following a structured hedging strategy As of December 31, 
2009. electric sales for 2010 were approximately 99% hedged, 201 1 was 88% hedged and 2012 was hedged about 55%, with 
modest positions beyond 2012 PPL Supply intends to maintain this type of laddered 3-4 year hedging approach In the area of 
fuel sourcing, PPL Supply has hedged 99%, 89% and 70% for its expected coal needs for 2010, 201 1 and 2012, respectively - 100% for its uranium needs up to year 2012 

The stability of PPL Supply's regulated WPD operation in U K also provides an offset to the broader market volatility of its 
merchant activities in U S and provides additional stability to its cash flows In 2009, WPD contributed approximately 13% of the 
company s total operating revenue and approximately 30% of its cash from operations excluding changes in working capital 

Within the framework of the Methodology, for Factor 2 Sub-factar Effectiveness of Hedging Strategy, PPL Supply maps to a rating 
factor in the Baa range 

Strong geographic and fuel diversification 

PPL Supply also benefits from its geographic and fuel diversification PPL Supply's generation assets are predominately in 
Pennsylvania, but it also has generating facilities in Montana, Illinois, and currently still in New England. In addition to geographic 
diversification, the company also benefits from a predominately low-cost base load portfolio, however, it does have a significant 
exposure to carbon intensive fuels In 201 0, approximately 52% of PPL. Supply's power production is expected to be produced 
from coal, 31% from nuclear, 9% from gadoil, and 8% from hydro 

Within the framework of the Methodology, for Factor 1 Sub-factor Geographic Diversity, PPL Supply maps to a rating factor in the 
Baa range, while, for Factor 2 Sub-factor Fuel Strategy and Mix, it maps to a rating factor in the Ba range 

Cash flow credit metrics are likely to improve over the medium term 

Historical cash flow metrics for PPL Supply were consistent with those of electric utilities, rated Baa2, but below those appropriate 
for wholesale power generators of similar rating For example, its ratio of cash from operations before changes in working capital 
(CFO Pre-WC) to Debt, calculated in accordance with Moody's standard analytical adjustments, was in the mid-teens in 2008 and 
2009 In 2010 and beyond, Moody's expects this metric to remain above 25% (excluding cash flow and debt associated with 

), which would be appropriate for a wholesale generator with PPL Supply's risk profile 

Liquidity Profile 

PPL Supply's liquidity profile is supported by the historical stability of its cash flows, which remain significantly hedged in 201 0 
Liquidity is further enhanced by sizable external liquidity facilities 

In 2009, PPL Supply's cash flow from operations of approximately $1.4 billion covered around 76% of its cash outlays of $907 
million for capital expenditures plus $943 million for dividends to PPL. The shortfall was met via a combination of internal and 
external sources, including asset sales, cash on hand, and short term borrowings For 2010, Moody's anticipates that the 
company will likely experience positive free cash flow, as the transition to market rates in Pennsylvania is expected to result in 
significantly increased cash flows, however, capital expenditures are expected to remain significant at above $1.2 billion 

PPL Supply's nearest debt maturity is $500 million of senior notes due November 201 1 

PPL Supply's external liquidity facilities for its U S operations total approximately $4 1 billion, including a $3 2 billion five-year 
credit facility that expires in June 2012, a $300 million five-year structured letter of credit facility expiring in March 201 1,  a $400 
million 364-day credit facility that expires in September 2010, and a $200 million amended three-year credit facility expiring in 
March 2013 As of December 31, 2009, there were approximately $662 million of letters of credit issued and $285 million of cash 
borrowings under these facilities All of PPL Supply's credit facilities contain one financial covenant limitation on the ratio of debt 
to capitalization of 65% As of December 31. 2009, the debt to capitalization ratio as defined in the agreements was approximately 
46% None of these facilities contain a material adverse change (MAC) clause 

WPD has its own committed credit facility totaling approximately f364 million (approximately $596 million), f 150 million 
(approximately $246 million) expiring in January 2013, and f210 million (approximately $344 million) expiring in July 2012, and f4 

" qn (approximately $7 million) that expired in March 2010 It also has €65 million (approximately $107 million) of uncommitted 
facilities As of December 31 2009 there was approximately $349 million of available capacity under these facilities WPD 

has no debt maturities until 2017 

Within the framework of the Methodology, for Factor 3 Financial Policy, PPL Supply maps to a rating factor in the Baa range 



Rating Outlook 

The stable outlook for PPL Supply reflects our view that its low-cost, strategically located primarily base load generation portfollo 
should enable the company to maintain its relatively strong market and competitive position, and over the near-to-medium term 

I, “ompany’s strategic hedging strategy The stable outlook also assumes that the company will continue to successfully 
manage its fuel costs and that the transition to the competitive electricity market in 2010 will continue to proceed relatively 
smoothly The stable outlook assumes that planned capital expenditures will be financed in a manner that is supportive of PPL 
Supply’s current credit quality 

rate more robust cash flows The stable outlook assumes the volatility of these cash flows will be mitigated to some extent by 

What Could Change the Rating - Up 

The ratings could be revised upward if PPL Supply is successful in maintaining a modest level business risk after the termination 
of POLR supply contracts, and if there were to be a sustained improvement in financial metrics as demonstrated, for example, by 
a ratio of CFO Pre-WC to Debt, (excluding cash flow and debt associated with WPD) calculated in accordance with Moody’s 
standard analytical adjustments, in the low 30% range 

What Could Change the Rating - Down 

The rating could be adjusted downward if there is a meaningful increase in business risk beyond the levels currently contemplated 
after the termination of existing long-term supply agreements, if there is a significant deterioration of plant availability, if the 
company is unsuccessful in managing fuel cost increases, or if its planned capital expenditures are funded in a manner that is 
inconsistent with its current rating level. The rating could also be revised downward if metrics beyond 2009 do not strengthen as 
currently anticipated, if for example, by the ratio of CFO Pre-WC to debt (excluding the cash flow and debt associated with WPD), 
calculated in accordance with Moody’s standard analytical adjustments, remaining below the mid-twenty percent range 

Rating Factors 

Znergy Supply, LLC 

-- Power Companies 
Factor 1: Market Assessment, Scale and Competitive 

Position (20%) 
a) Market and Competitive Position (15%) 
b) Geographic Diversity (5%) -.I 

Factor 2: Cash Flow Predictability of Business Model 

a) Effectiveness of hedging strategy (10%) 
b) Fuel Strategy and mix (5%) 
c) Capital requirements and operating performance 

(20%) 

(5D/o) 

policy (10%) 
Factor 4: Financial Strength - Key Financial Metrics 
(50%) 

a) CFO pre-WC + Interest I Interest (15%) (3yr Avg) 
b) CFO pre-WC / Debt (20%) (3yr Avg) 
c) RCF I Debt (7 5%) (3yr Avg) 
d) FCF I Debt (7 5%) (3yr Avg) 

I- ‘;w 

b) Actual Senior Unsecured Rating 

-- 

,ethodology Implied Senior Unsecured Rating 

Ba __ 

- 

X 

-- 

X 
X 
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Moody's Rating 
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Baa2 

A3 
A3 

Baa2 
Bal 
P-2 

Phone 
2125533853 
2125533837 

11 1 
PPL Corporation 
ACTUALS 
(CFO Pre-W/C + Interest) / Interest Expense [2] 
(CFO Pre-W/C) / Debt [2] 
(CFO Pre-W/C - Dividends) / Debt [2] 
Debt / Book Capitalization 

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

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

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

Note For definitions of Moody's most co1JiiiJon ratio temJs please see the accompanylng Usel's Guide 

Opinion 

..rng Drivers 

Historically stable cash flow generated by regulated and highly contracted businesses 



Increased volatility mitigated by hedging strategy and increased proportion of regulated bustness 

Relative geographic and fuel diversity 

v-ally supportive regulatory environments - with Pennsylvania still in transition 

Structural subordination 

Corporate Profile 

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

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

SUMMARY RATING RATIONALE 

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

DETAILED RATING CONSIDERATIONS 

Historically stable cash flow generated by regulated and highly contracted businesses 

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

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

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

Generally supportive regulatory environments - Pennsylvania is still in transition 

'PL's regulated business Moody's generally charactenzes its Pennsylvania regulatory framework as being about average for 
L 3 utilities in terms of supportiveness of credit quality and ability to recover costs and earn returns on invested capital PPL has 
historically received reasonable and timely decisions in its transmission and distribution rate cases and the Pennsylvania market 
transition appears to be working relatively smoothly However we remain cautious about the significant rate increase for 
customers in the Pennsylvania service territory and the potential for political intervention The potential inclusion of the Kentucky 



utilities in the consolidated family would be viewed positively in terms of overall regulatory supportiveness LG&E and KU also 
benefit from numerous alternative rate mechanisms which reduce regulatory lag including cash returns on construction work in 
progress and mechanisms that provide for the recovery of and return on, environmental investment 

' 

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

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

Relative geographic and fuel diversity 

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

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

Structural subordination 

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

Liquidity Profile 

As a holding company, PPL's primary source of liquidity is the dividends it receives from its operating subsidiaries In 2009, PPL 
received dividends of approximately $1 2 billion, including approximately $940 million from PPL Supply plus approximately $290 
r -m from PPL EU, which was more than sufficient to cover its overhead costs, interest expense at PPL Capital Funding of 

jximately $40 million, as well as dividends to common shareholders of approximately $520 million We anticipate 2010 full 
year funds will again be sufficient to cover overhead costs, interest expenses at PPL Capital Funding and PPL's common stock 
dividends 

On a consolidated basis in 2009, cash flow from operations of approximately $1 9 billion was sufficrent to cover PPL's outlays 
including approximately $1 2 billion of capital expenditures and approximately $520 million of common stock dividends In 2010, 
capital expenditures are projected to be approximately $1 9 billion resulting in total outlays including dividends to modestly exceed 
cash flow from operations Moody's anticipates the cash shortfall to be funded via a combination of internal and external sources 

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

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

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

Rating Outlook 

stable outlook for PPL reflects our view that, in 2010 and beyond, its low-cost, strategically placed, primarily base load 
generating assets will generate increased cash flows, and that PPL will continue to seek to mitigate the volatility of these market 
based cash flows by the use of disciplined hedging strategies The stable outlook also assumes that the company will continue to 
successfully manage its fuel and other operating costs, that the transition to the competitive electricity market in Pennsylvania will 
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continue to proceed relatively smoothly and that planned capital expenditures will be financed in a manner that is supportive of its 
credit quality The stable outlooks recognize the cash flow stability that should result from PPL's acquisition of E ON U S LLC, 
and assumes the transaction will be funded in a manner that is supportive of PPL's current credit profile 

Fdctor 2: Ability to Recover Costs and Earn Returns 

Factor 3: Diversification 

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

Metrics (SO0/,) 

a) L.iquidity (1 0%) 
b) CFO pre-WC -t Interest / lneterest (7 5%) 
c) CFO pre-WC / Debt (7 5%) 
d) CFO pre-WC - Dividends / Debt (7 5%) 
e) Debt / Capitalization or Debt / RAV (7 5%) - 

Rating: 

a} Methodology Implied Senior Unsecured Rating 
b) Actual Senior Unsecured Rating 

- - - ~  - (25%) 

- ~ -  - 

__I______" 

Could Change the Rating - Up 

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

What Could Change the Rating - Down 

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

Rating Factors 

PPL Corporation 

Aaa Aa 
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PARTICULAR SECLJRITIES. CREDIT RATINGS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR 
MIS ISSLJES ITS CREDIT RATINGS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY AND 
EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PLJRCHASE, HOLDING, OR SALE. 



I N V C  STOR 5 S CRVICC 
Credit Opinion: PPL Eiw.tric U ? i i i t i e s  CorI>or;itiiiii 

Pennsylvania ~ United S fa f es 

Ratings 
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Contacts 
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Moody's Rating 
Stable 
Baa2 

A3 
A3 

Baa2 
Ba 1 
P-2 

Stable 
Baa3 

Phone 
212 553 3853 
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[I 1 
PPL Electric Utilities Corporation 
ACTUALS 
(CFO Pre-W/C + interest) / Interest Expense [2] 
(CFO Pre-W/C) / Debt [2] 
(CFO Pre-W/C - Dividends) / Debt [2] 
Debt / Book Capitalization 

2009 2008 2007 2006 
4.9x 5.5x 5.5x 4.5x 

29.4% 27.8% 34.6% 25.5% 
14.5% 23.0% 27.6% 20.5% 
42.9% 49.6% 45.3% 49.6% 

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

Note F o r  defirirlrons of Moody's most common iatro terms please see fhe accoiripanyrrig Ilser's Girrtfe 

Opinion 

Rating Drivers 

Relatively stable cash flow generated by regulated operations 

, igulatory environment that appears to be undergoing an orderly transition 

Significant planned capital expenditures 
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Cash flow credit metrics appropriate for the rating 

Corporate Profile 

Electric Utilities Corporation (PPL EU Baa2 senior unsecured Prime-2 short term stable) is a regulated utility subsidiary of 
I- r L Corporation (PPL Baa3 Issuer Rating stable) that transmits and distributes electricity to approximately 1 4 million customers 
in eastern and central Pennsylvania PPL EU provides electricity to retail customers as a Provider of Last Resort (POLR) under 
Pennsylvania's Customer Choice Act 

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

SUMMARY RATING RATIONALE 

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

DETAILED RATING CONSIDERATIONS 

Regulatory environment is generally supportive - however still in transition 

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

'y decisions in its transmission and distribution rate cases, and although the Pennsylvania market remains in the midst of a full 
,sition to market rates, to date, the process appears to be working relatively smoothly 

Given the magnitude of the rate increase that recently occurred for customers in PPL EU's service territory, (approximately 30%) 
we remain somewhat cautious about the potential for political intervention, though we recognize this risk has subsided significantly 
with the passage of time and the reduction in market price for power. In addition, the expiration of generation rate caps applicable 
to three other large regulated Pennsylvania utilities will not occur until 201 1 and some legislative proposals related to rate caps 
and rate increase mitigation are still lingering More recently, several lawmakers in Pennsylvania objected to PPL EU's March 
2010 distribution rate increase request and asked the PPUC to reject the case, citing that the increase will put a strain on 
ratepayers 

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

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

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

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

In an effort mitigate the customer impact of the anticipated 2010 rate increase, PPL EU took proactive steps and implemented two 
programs in 2008 and 2009 The advance-payment program, approved by PPUC in August 2008, allowed customers to make 
prepayments toward their 2010 and 201 1 electric bills to enable them to pay a portion of the anticipated increase over 39 months, 
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beginning October 1 2008 Approximately 10% of the customers took advantage of this plan PPL EU has also implemented a 
second "opt-in" program whereby customers could elect to defer any 201 0 rate increase in excess of 25% over one to two years 
At December 31 2009 PPL EU had recorded a liability of $36 million for these programs Given the decline in wholesale power 
prices (around 16% lower in PPL EU's latest solicitation versus initial 2010 procurements) the risk of additional cash deferrals is 
r -  significantly lower 

An additional mitigant to rate shock is the fact that more than 41 1 000 PPL EU customers have selected an alternate competitive 
electric supplier which represents approximately 30% of PPL EU's customer base and about 48% in the total retail load in its 
service territory Generation rates for these consumers rates are significantly (generally around 10%) lower than they would have 
been with PPL EU as their provider Customer "shopping" however, should have limited impact on the operating results of PPL 
EU, as cost of power for generation is ultimately passed through to customers without margin 

PPL EU has generally received what appears to be reasonable treatment in its transmission and distribution rate proceedings 
Pennsylvania distribution cases have been rendered in less than one year with authorized increases in excess of two thirds of the 
requested amounts In March 2010 PPL EU filed a delivery rate case, requesting a $1 14 7 million revenue increase, based on 
11 75% ROE and 48 37% equity ratio, to address distribution infrastructure upgrade investments it made since its last rate case in 
2007 Although the requested increase represents a 13 4% increase in distribution rates PPL EU estimates that, after 
consideration of the lower prices of power procured for 201 1 versus 2010, its customers' all-in rates shock increases by only 
approximate 2 4% The company anticipates a PPUC decision by the end of 2010, with new rates effective January 201 1 

Transmission rates are determined by the Federal Energy Regulatory Commission (FERC) In October 2008, FERC granted PPL 
EU's request to establish its transmission rates via a forward-laoking formula with annual true-ups, which FERC has encouraged 
as a means to promote investment in transmission FERC has also awarded incentive rate treatment for PPL EU's participation in 
a large PJM approved transmission project The PPUC allows PPL EIJ rider recovery of any FERC approved transmission 
charges within its Pennsylvania retail rates 

Within the framework of Moody's August 2009 Rating Methodology for Regulated Electric and Gas Utilities (the Methodology), for 
Factor 1 Regulatory Framework, and for Factor 2 Ability to Recover Costs and Earn Returns, PPL EU maps to a rating factor in 
the Baa range 

C--ltal expenditure plans remain significant 

For the three year period of 2010 to 2012, PPL EU plans to spend about $2 billion in capital expenditures a significantly larger 
amount than the approximate $860 million incurred in 2007-2009 time frame The increased capital budget relates to plans to 
replace PPL EU's aging transmission and distribution assets and to fund its PJM-approved transmission project involving the joint 
construction of a 150-mile 500-KV line between its Susquehanna substation in eastern Pennsylvania and the Roseland 
substation in northern New Jersey PPL EU's share of this transmission investment is estimated at approximately $510 million 

! 

Credit metrics appropriate for current rating 

PPL EU's 2009 credit metrics remained strong, as it continued to receive competition transition charge (CTC) revenues while 
meeting its entire POLR abligation via a fixed power purchase agreements During this time capital expenditures also remained 
relatively modest For the past three years, PPL EU's ratio of cash from operation before changes in working capital (CFO Pre- 
WC) to debt, as calculated in accordance with Moady's standard adjustments. averaged 30% 

Going forward, as retail market rates for generation are established as a direct pass through of power costs with no additional 
margin for the utility and as CTC revenues are eliminated, cash flow from operations will be materially reduced At the same time 
capital spending is expected to increase significantly leading to an increase in debt burden as negative free cash flows are 
partially debt financed As a result we anticipate that PPL EU s ratio of CFO Pre-WC to debt will move into the low-to-mid teens 
and remain there on a sustainable basis and we expect that its ratio of CFO Pre-WC plus interest to interest will remain about 
three times 

Liquidity Profile 

PPL EU has reasonable liquidity supported by relatively stable and predictable cash flows (albeit somewhat less robust and 
predictable due to transition to market competition) which are also supported by its own credit facilities 

, ..do9 PPL EU's cash flow from operations of approximately $294 million covered approximately 51% of its total cash outlays 
including $298 million of capital expenditures and $274 million of dividends to the parent The shortfall was funded primarily via a 
portion of $400 million equity infusion from its parent In the 2010 - 2012 timeframe. when the company is projected to fund 
approximately $2 billion of capital investments Moody's expects PPL EU's cash shortfalls to be funded via a combination of 



internal and external sources of cash including equity contributions from PPL 

~1--11 

p l a t e d  Electric and Gas Utilities 

--- ~- --I" ~ - - - _  3r 1: Regulatory Framework (25%) 
Factor 2" Ability to Recover Costs and Earn Returns 
(25%) - - ~  

Factor 3. Diversification (loo/,) I 

PPL EU's liquidity is supported by a $190 million 5-year credit facility that expires in May 2012 The committed capacity under this 
facility was originally $200 million but was reduced by $10 million in December 2008, as a result of terminating the commitment of 
I 7an Brothers Bank FSB This credit facility is used primarily as back-stop to PPL EU's $200 million cammercial paper 

,lam and to issue letters of credit As of December 31 2009 the company had no cash borrowings under the facility, no 
commercial paper outstanding and $6 million of letters of credit outstanding PPL EU's credit facility contains one financial 
covenant a limitation on the ratio of debt to capitalization of 70% As of December 31 2009, the debt to capitalization ratio as 
defined in the agreement was approximately 44% The facility does not contain a material adverse change clause 

_- - 
Aaa Aa A Baa Ba B 

X 
X 

_I 

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

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

PPL ElJ's closest long-term debt maturity is $400 million of senior secured notes due November 2013 

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

Rating Outlook 

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

& Could Change the Rating - Up 

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

What Could Change the Rating - Down 

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

Rating Factors 

PPL Electric Utilities Corporation 



a) Market Position (5%) 
b) Generation and Fuel Diversity (5%) 
Factor 4: Financial Strength, Liquidity & Financial 
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Approximately $1.3 billion of rated instruments affected 

New York, April 28. 2010 -- Moody's Investors Service (Moody's) downgraded the long-term unsecured ratings of PPL 
Corporation (PPL Issuer Rating to Baa3 from BaaZ), and its subsidiaries PPL Electric Utilities Corporation (PPL EU 
senior unsecured to Baa2 from Baal), and PPL Capital Funding, Inc (PPL Capital senior unsecured guaranteed by 
PPL to Baa3 from Baa2), the A3 rating for PPL EU's secured debt, and its Prime-2 rating for commercial paper are 
affirmed The outlook for PPL. PPL ELI, and PPLCapital is stable The ratings of PPL's subsidiary PPL Energy Supply 
(PPL Supply Baa2 senior unsecured) are affirmed and the outlook remains stable 

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

On April 28, 2010, PPLannounced that it had reached a definitive agreement with E ONAG to acquire E ON US,  the 
parent company of LG&E and KU, two regulated utilities with operations principally in Kentucky The transaction 
values E ON U S  at approximately $7 6 billion, including the assumption of $925 million of existing tax-exempt debt 
and the repayment of E ONAG intercompany debt Permanent financing for the transaction will include a combination 
of common equity, utility first mortgage bonds, utility holding company bonds, hybrid securities and cash on hand. We 
anticipate that PPL will arrange the permanent financing in a balanced manner that will be supportive of its Baa3 
Issuer Rating 

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

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

The affirmation of theA3 rating for the senior secured debt at PPL EU reflects its priority position within PPL EUs 
capital structure and follows Moody's August 2009 implementation of wider notching between the vast majority of 
ralirigs for senior secured and senior unsecured debt ratings for investment grade regulated utilities Issuers wjth 
negative outlooks were excluded from the August implementation 

The affirmation of the Baa2 senior unsecured ratings for PPL Supply considers the relatively strong market and 
competitive position that results from its significant base-load generation portfolio located primarily near load serving 
entities within the highly liquid and transparent PJM market The affirmation also recognizes that 2010 is the first year 
the company is able to sell power produced by its Pennsylvania generation resources at market rates For 2010 and 
beyond, we anticipate increased volatility of cash flows, mitigated to some extent by PPL Supply's hedging strategy, 
however, we also anticipate a strengthening of its cash flow credit metrics commensurate with the company's 



increased business risk For example. we anticipate the ratio of CFO Pie-WC to debt (excluding the debt and cash 
flows assocrated with its 1) K distribution utilities) to remain above 25% PPL Supply's published consolidated credit 
metrics will continue to be impacted by the ownership of its U K distribution utilities, which benefit from reasonably 
stable cash flow, but also employ leverage commensurate with their regulated network activities We anticipate PPL 
St~pply's consolidated published ratio of CFO Pre-WC to debt will remain above 20% 

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

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

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

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

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

Downgrades I 

PPL Corporation 

Issuer Rating, Downgraded to Baa3 from Baa2 

PPL Capital Funding, Inc 

Junior Subordinated Regular BondlDebenture, Downgraded to Ba 1 from Baa3 

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

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

PPL Electric Utilities Corporation 

Issuer Rating, Downgraded to Baa2 from Baal 

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

Preferred Stock, Downgraded to Ba l  from Baa3 

Senior {Jnsecured Bank Credit Facility, Downgraded to Baa2 from Baal 

Senior Unsecured Revenue Bonds (Lehigh County Industrial Development Authority). Downgraded to Baa2 from Baal 

Outlook Actions 



PPL Corporation 

Outlook Changed To Stable From Negative 

PPL Capital Funding, Inc 

Outlook Changed To Stable From Negative 

PPL Electric Utilities Corporation 

Outlook, Changed To Stable From Negative 

New York 
Laura Schumacher 
Mce President - Senior Analyst 
Infrastructure Finance Group 
Moody's lnves tors Service 
JOURNALISTS 212-553-0376 
SUBSCRIBERS 212-553-1653 

New York 
William L Hess 
Managing Director 
Infrastructure Finance Group 
Moody's Investors Service 
JOURNALISTS 21 2-553-0376 
SUBSCRIBERS 2 12-553-1 653 

0 Copyright 2010, Mody's Investors Service, Inc andlor its licensors including Moody's Assurance Company, lnc 
(together, "MOODY'S") All rights reserved 

CREDIT W I N G S  ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE 

SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MW NOT MEET ITS 
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMPJED FINANCIAL LOSS 
IN THE EVENT OF DEFAULT. CREDIT W I N G S  DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT 
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOWILITY. CREDIT RATINGS ARE 
NOT STATEMENTS OF CURRENT OR HISTORICAL FXT.  CREDIT RATINGS DO NOT CONSTITUTE 
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT W I N G S  ARE NOT RECOMMENDATIONS TO 
PURCHASE, SELL, OR HOLD PARTICUM SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE 
SUlTPBlLlTY OF AN INVESTMENT FOR ANY P m T I C U M  INVESTOR. MIS ISSUES ITS CREDIT W I N G S  
MATH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WALL MAKE ITS O W  STUDY 
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERAJION FOR PURCHASE, HOLDING, OR 
SALE. 

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



I 



Maintaining Buy rating, lowering PO to  $28 from $ 3 3  
We are maintaining our Buy rating on PPL, but lowering our PO to $28/share 

ing PPL's unexpected $7.6 billion acquisition of E ON U.S Kentucky based 
s We believe that PPL paid a full price for the assets and that its current 

share price could be higher in the absence of this transaction That said, 
following the more than 10% decline in PPL shares after its winning bid was first 
reported we see total return potential of approximately 18% relative to our new 
price objective 

After t h e  shock there  are positives .... 
While paying for it in terms of price and upfront dilution we see some positives. 
We project PPL's regulated earnings contribution to climb to 68% by 2013 on a 
MTM basis, which should provide greater downside protection if power prices 
remain weak. In addition, we believe that this transaction will help protect PPL's 
dividend which currently implies an attractive 5.7% divided yield. 

... and concerns 
The all cash nature of the transaction will necessitate a significant amount of 
ixternal financing. The large (we estimate up to $2.6 billion) equity issuance 
ieeded to complete the acquisition financing may weigh on PPL shares in the 

near-term. In addition, we expect the transaction to be dilutive to earnings until 
2013. 

$28 price object ive based on Pro-forma 2013E EPS 
We arrive at our $28 price objective by applying 1 2 . 5 ~  PIE multiple to our 
estimated 201 3 pro-forma mark-to-market EPS estimate ($2.25/share) utilizing 
current forward power and coal prices. In addition, to further round-out our 
valuation work we also apply a 10x PIE multiple to our 2013E pro forma EPS 
estimate of $2.77 which utilizes our current power and coal price assumptions. 

Estimates (Dec) 
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Investment Thesis 
We rate PPL as a Buy The rampany's qualily 
generation porlfolio and highly hedged position 
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potential power market recovery An above-average 
dividend yield is also allrarlive Cven afler 
adjusting for the initial EPS dilution relaled lo the 
rompany's pending acquisition of two Kenlticky 
based ulilities, PPL's valuation appears compelling 
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We are maintaining OLJI- Buy rating on PPL 
shares, but lowering our price objective 
to S28lshare 

The neat--term dilution in 201 1 and 2012 
alono, with a sizeable equity overhang (we 
estimate up to $2.6 billion in common 
equity) has weighed on PPL shares 
following the transaction announcement, 
but. we see some positives at the current 
share price 

We expect the transaction to be initially 
dilutive in 201 1 and 2012 before 
eventually tut-ning accretive in 201 3 

IPP L C, or po  r a I io n 

We are maintaining our Buy rating on PPL shares, but lowering our price 
objective to $28/share following PPL’s surprising acquisition announcement We 
believe that PPL paid a full price for E ON’S U.S.’ utility assets and that its current 
share price could be higher in the absence of this transaction That said, 
following the more than 10% decline in PPL shares after its winning bid was first 
reported, we see total return potential of approximately 18% relative to our new 
price objective. 

PPL’s triumph in the auction process for German utility, E.ON’s, two Kentucky 
based utilities, Louisville Gas & Electric (LG&E) and Kentucky Utilities (KU) 
accomplishes the company’s goal of a more balanced business mix, but comes at 
price The near-term dilution in 201 1 and 2012 along with a sizeable equity 
overhang (we estimate up to $2.6 billion in common equity) has weighed on PPL 
shares following the transaction announcement and may continue to do so in the 
near-term. Despite these factors we see the following positives from the 
transaction. 

1 PPL’s pro-forma earnings mix will be significantly more weighted towards 
regulated earnings. We estimate 2013 regulated EPS of 68% of the 
company’s projected total EPS on a mark-to-market basis and 

I Greater downside protection in the event commodity prices do not recover 
or deteriorate further and a 

Prospective dividend yield of 5.7% and finally, 

Credit rating stability following Moody’s and S&P’s largely positive views on 
the transaction, which should allow the company to continue to support its 
collateral needs associated with its hedging program as well as support its 
current dividend 

We expect the transaction to be initially dilutive in 201 1 and 2012 before 
eventually turning accretive in 201 3. Table 1 summarizes our accretionldilutian 
analysis utilizing both our current commodity price assumptions and current 
forward power and coal prices (MTM/mark-to-market). We see the transaction as 
marginally accretive, 0.5%, in 201 3 using our current commodity price 
assumptions vs. 7 6% accretive using current market prices. 

Tab!e..l.r.lsccretlonlDi!utio? Sumrn!!Y ... .. .. ..... ...... . ... .- ....... yab!e2tpro..Forrna va’!.atlonsur?.!arY .... 

AccretionlDilution Summary 2013 MTM Valuation 
201 1 201 2 201 3 Low Base High 

Current Standalone EPS $3 20 $3 01 $2 76 11 5x 125x 135x 
Pro-Forma EPS $3 06 $2 94 $2 77 
AccretionlDilution (4.5%) (2 4%) 0.5% 

Stand alone MTM EPS $3 13 $2 77 $2 09 
Pro Forma MTM EPS $3 00 $2 75 $2 25 
AccretionlDilution (4 1%) (0.8%) 7 6% 

$25 85 $28 10 $30 34 

2013 BAML Price Curve Valuation 
Low Base High 
9 ox IOOX 11 ox 

$24 94 $27 71 $30 48 
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he valuation (P/E) multiples used to  
arrive at our $28 price objective are at a 
meaningful discount relative to  PPL's 
diversified utility peei- group 

PPL Corpora l ion 

We arrive at our $28 price objective by applying 1 2 . 5 ~  PIE multiple to our 
estimated 201 3 pro-forma mark-to-market EPS estimate utilizing current forward 
power and coal prices. In addition, to further round-out our valuation work, we 
also apply a l o x  P/E multiple to our 2013 pro forma EPS estimate of $2 77 which 
utilizes our current power and coal price assumptions. Our valuation scenarios 
are shown in table 2 above. 

Table 3. Diversified Cornparables, Mark-to-Mat ket EPS 
Company Current BofAML Mkt Cap 
Name Ticker Price Ratina ($M) 

As shown in table 3 below the 1 2 . 5 ~  PIE utilized in our 2013 MTM valuation is 
relatively conservative compared to the 1 2 . 9 ~  average of PPL's diversified peers 
some of which have substantially greater portions of earnings derived from 
commodity sensitive businesses. 

Dominion D $41 30 8-2-7 $24,520 

Edison lntl EIX 33 72 8-2-7 1 1,026 
Entergy ETR 80 55 8-1-7 15,775 
Exelon EXC 43 26 8-3-7 28,616 
FirstEnergy FE 37 40 8-2-7 1 1,393 
FPLGroup FPL 50 69 8-1-7 20,528 

Mark to Market EPS Mark to Market PIE 
2010E 2011E 2012E 2013E 2010E 2011E 2012E 2013E 

$328 $3 11 $3 08 $3 16 126x 13 3x 134x 13 I x  
3 16 2 7 6  2 7 3  2 6 4  107x 122x 124x 12 8x 

6 6 7  6 6 9  6 1 4  5 9 5  12 l x  12Ox 13 I x  135x 
3 78 3 98 2 9 3  2 70 11 4x 109x 148x 160x 
3 6 7  3 7 8  3 3 1  3 33 10 2x 9 9 x  11 3x 1 1  2x 
4 3 2  4 4 7  4 65 4 79 11 7x 1 1  3x 109x 106x 

Average 11.4~ 11.6~ 12.6~ 12.9~ 

S i i i i i w  RiiIAMI. Gli~ti;il I<i!simi:li 

Table 4 below highlights PPL's peers using our current estimates and commodity 
price assumptions The 1 1 . 5 ~  average 201 3E P/E multiple for the group is 
meaningfully higher than the discounted 1 Ox multiple utilized in our pro-forma 
valuation. 

Table 4 Diversified Cornparables, BofAPiiL Estimates 
Company Current BofAML Mkt Cap BofAML EPS BofAML PIE 

Name Ticker Price Rating ($M) 2010E 2011E 2012E 2013E 2010E 2011E 2012E 2013E 
Dominion D $41 30 8-2-7 $24,520 $3 30 $323 $324 $339 125x 128x 127x 122x 
Edison lntl EIX 33 72 8-2-7 11,026 3 3 0  3 0 0  2 9 4  3 09 102x 11 2x 11 5x 109x 
Entergy ETR 80 55 8-1-7 15,775 6 7 9  6 8 7  6 6 1  6 64 11 9x 1 1  7x 122x 12 l x  

FirstEnergy FE 37 40 8-2-7 11,393 3 7 0  4 02 3 62 3 7 0  10 l x  9 3 x  103x 10 I x  
Exelon EXC 43 26 8-3-7 28,616 3 7 9  4 0 4  3 10 3 2 4  11 4x 107x 139x 134x 

FPLGroup FPL 50 69 8-1-7 20,528 4 41 4 5 6  4 7 6  4 9 1  11 5x 11 I x  106x 103x 

PPL wil l be able to harness $450 million 
of existing NOL's 

Transaction overview and thoughts 
PPL agreed to acquire E ON USA and its primary operating subsidiaries LG&E 
and Kentucky Utilities in an all cash transaction for $7 625 billion. The 
consideration consists of $6 7 billion in cash and $925 million in assumption of 
existing tax-exempt debt at the utilities. We note that PPL will be able to harness 
$450 million of existing NOL carry-forwards generated by previous divestitures of 
non-regulated businesses that were associated with these merchant operations 
We see the following benefits and challenges associated with the acquisition 
under the terms proposed 
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PL's eai-nings mix will shit towards i t s  
regulated operations following the 
acquisit.ion and could eventually lead to 
some expansion of i t s  trading multiple 

Given the uncertainty regarding the 
likelihood, timing and magnitude of  
J O W w  market and dark spread recovery 
PPL has essent.ially traded near-term 
dilution for longer-term regulated 
earnings gr0wt.h 

IF' P L C o r  [)or a I io ii 

1 Earnings mix now primarily regulated: In 2010 PPL earnings mix is 70% 
weighted towards the commodity sensitive generation business, which is 
facing significant margin pressure post-20 10 Pro-forma for the acquisition 
the company now expects its percentage of EBITDA from regulated business 
to grow from 30% to 55-60% by 20 1 1 We estimate 55% of earnings will 
come from regulated operations in 2013 using our current commodity price 
assumptions or 68% using current market forwards This shift in earnings is 
primarily a function a declining generation earnings and some regulated 
growth The growth of more visible, regulated related earnings should 
presumably lead to some expansion of PPL's trading multiple as it will more 
closely resemble its more regulated, diversified utility peers 

Transaction price looks full, but better than on the surface: The $7 625 
billion transaction price combined with the utilities' 2009 earnings of 
approximately $230 million seemed to imply a P/E ratio in the 14x-15x area 
However, given the significant regulatory lag incurred at the utilities along 
with 2009 storm restoration costs we believe PPL acquired the two utilities at 
a price in closer to 13 5x forward earnings excluding the additional corporate 
debt that will be issued to complete the transaction We believe the 
transaction value implies an EVlEBlTDA valuation of roughly 9x 201 1 E 
EBITDA In addition, after including the NPV of the NOL's and adjusting the 
rate base for the completion of the Trimble County 2 generation facility, the 
acquisition price implies a price of 1 25x of book value 

Dark spread concerns: PPL's earnings trajectory reflects significant 
pressure in coming years as its existing hedges roll off. The hedge rall-off 
has been exacerbated by the significant deterioration in forward dark 
spreads We believe the full magnitude of the decline is not currently 
reflected in consensus estimates Thus the transaction may seem very 
dilutive relative to consensus estimates, but on a mark-to-market basis the 
transactian is less so Given the uncertainty regarding the likelihood, timing 
and magnitude of power market and dark spread recovery PPL has 
essentially traded near-term dilution for longer-term regulated earnings 
growth 

Chart 1: Estimated PPL Standalone Mark-to-Market EPS .. -. ... . ... .... . ..... .. - __ . . ...... ... " 
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/e expect the regulatory approval 
process to conclude before the end of 
2010 

PPL Corporat ion 

I Timeline and ease of regulatory approval: The Company expects a fairly 
straightforward and timely regulatory approval process to complete the 
transaction Unlike other states, Kentucky regulators have taken a fairly 
constructive approach to utility M&A and the approval process should only 
take 3-4 months to complete We expect FERC approval in 6 months or less 
and believe the company's target completion date by year-end 2010 as 
feasible The company's assurance of no-work force reductions and 
maintenance of the existing headquarters in Louisville and Lexington likely 
also will help smooth the approval process, but likely eliminates the potential 
for significant cost savings near-term 

With an estimated up to $2.6 billion in 
equity issuance needed to complete the 
transaction, PPL shares may serve as a 
tempo1 ary overhana, 

I Financing and equity overhang present risks: The all cash nature of the 
transaction along with relatively little permanent debt capital that will be 
retained the utilities will necessitate a significant amount of external 
financing Our assumptions regarding PPL's acquisition financing plan is 
highlighted in chart 2 below 

$7,000 
C 

I 
-1- 
I 
I $725 i 

$ $5.000 

p $4.000 
a 

I 
I 

- 1  
I 

$0 

350U 

I 

I 
I 

-I 
I 

--c 

_ _  

$2,075 

- - 7- 7 

Debt Cashon Mortgage Holdco Equity- Common Total 
Assumed Hand Bonds Debt linked Equity 

Chart 3: Pro Forma .. Capital . ... . . . . Structure .. .. . . .. . .. .... . . . . .... . . . . .... . . . . .. . .. . . . .... .. . ......... ...... . ........ .. . .. ........... .. . 
uses sources Status Quo Capital Structure 

Purchase Pnce 57 625 Debt Assumed SYZ5 PPL Gross Debt $a 282 
Mortgage Bonds :? 075 Piotcclcd Cash (825) 

$7.451 NJO SlaluS QUO Net Debt Holdco Dcbl 
Cash on Hand 500 Cst Shareholder Cquity SG 244 
Con\ertibles 7 2 5  Total Capitalization $13,700 

Total uses $7.625 
Eqully 2 tior [DobUCap 54.4% I 

Proforma Capital Structure 
PPL Gross Debt 12 945 
Protected Cash (325) 
Status auo N C ~  Debt 512,619 
Csl Shareholder Equity $9 206 
Total Capitalizalion $21,825 
(DebVCap 57.8% 1 

We note that the transaction is not subject to a financeability condition and should 
capital markets conditions deteriorate this could erode the returns PPL will likely 
be able to generate from the acquired assets. More importantly the large 
(estimated at up to $2 6 billion) equity issuance needed to complete the financing 
package will likely create a meaningful overhang on PPL shares in the near-term. 

Accretian/Dilution analysis 
We have attempted to quantify the earnings and valuation impact of the 
transaction utilizing both our current commodity prices assumptions as well as 
current forward market prices. We project modest accretion (0 5%) by 2013 under 
the first scenario which utilizes our commodity price assumptions and pro forma 
earnings of $2.77/share in the second scenario we project more significant 
accretion 7 6% but more modest earnings power of $2.25/share driven by 
significantly higher market coal prices and forward power prices that don't reflect 
any heat rate upside. 
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able 5: AccretionlDilution (BofAML Commodity Price Assumptions) 
21111 2017 2013 

PPL Earnings Per Share 
Diluted Shares 
Net Income 

LG&E EPS 
Diluted Shares 
Pre Synergy Net Income 

- Net Synerqies 
Purchase Accounting Step-up 
Loss of EEITfrom Asset Sales 
Synergies (net of regulatoly clawback) 

Costs to Achiem 
Total Net Synergies 

Combined Net Income 

Total Pre-Tax Incremental Adj 
Tax Rate 
Total After-Tax Incremental Adj 

Pro Forma Net Income Pre-financing 
Incremental Interest Expense (after-tax) 
Pro  Forma Net Income 

PPL Diluted Shares 
Incremental Equity Issued 
Shares issued for deal 
Pro Forma Shares 

Pro Forma Net Income 
4ccretion/(Dilution) - EPS 
accretion I Dilution 

5320 $301 $2 76 
377 377 377 

$1,206 $1,134 $1,039 

N/A NIA N/A 
NIA NIA N/A 

$310 $325 $340 

$0 $0 $0 
0 0 0 
0 0 0 

0 0 0 
$0 $0 $0 

$1,516 $1,459 $1,379 

$0 $0 $0 
36% 36% 36% 
$0 $0 $0 

$1.516 $1,459 $1,379 
(47) (47) (47) 

$1,469 $1,412 $1,332 

377 377 377 
0 0 0 

104 104 104 
481 481 481 

$306 $ 2 9 4  $277 
($0 15) ($0.07) $0 01 
(4 5%) (2.4%) 0 5% 

Regulated EPS Proforma % 
Current EPS Mix 

Soi~ri:~!: RoIAMl (;lottd I<(!si!iiicII i?sIttii:ilcs 

40% 48% 55% 
22% 29% 35% 

1 able 6. AccrctionlDiIution (BofAML Commodity Price Assumptions) 
201 I 2012 2013 

PPL Earnings Per Share 
Diluted Shares 
Net Income 

LG&E EPS 
Diluted Shares 
Pre Synergy Net Income 

Net Svnerqies 
Purchase Accounting Step-up 
Loss of EElT from Asset Sales 
Synergies (net of regulatory clawback) 

Costs to Achiew 
Total Net Synergies 

Combined Net Income 

Total Pre-Tax Incremental Adj 
Tax Rate 
Total Affer-Tax Incremental Adj 

Pro Forma Net Income Pre-financing 
Incremental Interest Expense (after-tax) 
Pro Forma Net Income 

PPL Diluted Shares 
Incremental Equity Issued 
Shares issued for deal 
Pro Forma Shares 

Pro Forma Net Income 
Accretion/(Dilution) - EPS 
Accretion / Dilution 

$3 13 $2 77 $2 09 
377 377 377 

$1,179 $1,045 $787 

N/A N/A N/A 
N/A NIA N/A 

$310 $325 $340 

$0 $0 $0 
0 0 0 
0 0 0 

0 0 0 
$0 $0 $0 

$1,489 $1,370 $1,127 

$0 $0 $0 
36% 36% 36% 

$0 $0 $0 

$1.489 $1.370 $1.127 
(47) (47) (47) 

$1,442 $1,323 $1,081 

377 377 377 
0 0 0 

104 104 104 
481 481 481 

$3.00 $2.75 $2 25 
($0 13) ($0 02) $0 16 
(4 1%) (0 8%) 7 6 %  

Regulated Earnings Proforma % 41% 51% 68% 
Current Earnings Mix 22% 30% 38% 

Souii:~! RoIAMI. GIoM I&!si!;iirli r!sltiiinii!s 

Other key assumptions in our analysis used in tables 1 and 2 above include the 
following: 

o Assumes transaction close of 12/31/2010 

o No synergies or cost savings 

o Adjust earnings contribution from LG&E and Kentucky utilities 
by incremental after-tax interest expense from new parent debt 
and interest component of hybrid securities 

o Assumes $2.6 billion equity issuance at $25 share price 

o 201 1 LG&E realized ROE of 9% 

Our current PPL standalone estimates are largely unchanged pending the 
completion of the acquisition. Our current EPS estimates for PPL on a 
standalone basis are $3 41, $3.20, $3.01 and $2.76 for 2010, 201 1, 2012 and 
2013, respectively. On a mark-to-market basis our EPS estimates are $3 41, 
$3.13, $2.77 and $2.09 Our lower 2013 estimate reflects our lower assumed 
hedge percentage for PPL Energy Supply in 2013. 
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ri c 
PPL Corporation (PPL) 
We value PPL based upon our comparables multiple valuation analysis and 
adjust our estimates from the potential earnings contribution for its pending 
acquisition of Louisville Gas and Electric and Kentucky Utilities. We arrive at our 
$28 price objective by applying 1 2 . 5 ~  PIE multiple to our estimated 2013 pro- 
forma mark-to-market EPS estimate utilizing current forward power and coal 
prices. In addition, to further round-out our valuation work, we also apply a l ox  
PIE multiple to our 201 3 pro forma EPS estimate, which utilizes our current 
power and coal price assumptions. Risks to our price objective are higher than 
anticipated financing costs or greater than anticipated equity issuance related to 
PPL's pending acquisition of two Kentucky based utilities, regulatory delays in 
approval of the transaction and additional declines in power prices. 

s 
Energy 
Click for definitions of commonly used terms 

I, Steve Fleishman, hereby certify that the views expressed in this research report 
accurately reflect my personal views about the subject securities and issuers. I 
also certify that no part of my compensation was, is, or will be, directly or 
indirectly, related to the specific recommendations or view expressed in this 
research report. 

BofA Merrill Lynch is currently acting as financial advisor to PPL Corp. in 
connection with its proposed acquisition of E.ON US.  LLC, a subsidiary of E.ON 
AG, which was announced on April 28,2010. 

US - Electric UtilitieslCompetitive . .. Power ".. Coverage Cluster " 

Investment rating Company 
BUY 

. ............ ..... - 

American Water Works 
CMS Energy 
Enlergy 
FPL Group 
Northeast Utilities 
PG&E Corporation 
PPL Corporation 
TECO Energy 
Wisconsin Energy 

Alliant Energy 
Calpine 
Consolidated Edison 
Dominion Resources 
Edison lnlernational 
FirslEnergy 
NRG Energy 
NSTAR 
Pinnacle West 
Progress Energy 
SCANA Corp 
Xcel Energy 

BofAML ticker 

AWK 
CMS 
ETR 
FPL 
NU 
PCG 
PPL 
TE 
WEC, 

LNT 
CPN 
ED 
D 
EIX 
FE 
N RG 
NST 
PNW 
PGN 
SCG 
XEL 

Bloomberg symbol 

AWK US 
CMS US 
ETR US 
FPL US 
NU US 
PCG US 
I'PL us 
TE US 
WEC us 

LNT US 
CPN US 
ED US 
D US 
EIX US 
FE US 
NRG US 
NST US 
PNW US 
PGN US 
SCG US 
XEL us 

Analyst 

Steve Fleishman 
S lew Fleishman 
Steve Fleishman 
Steve Fleishman 
S lew Fleishman 
Sleve Fleishman 
Steve Fleishman 
Steve Fleishman 
Alex Kania 

Steve Fleishman 
Ameel I Tliakkar 
S lew Fleishmaii 
Steve Fleishman 
Steve Fleishman 
Steve Fleishman 
Ameel I Thakkar 
Sreve Fleishman 
Steve Fleishman 
Steve Fleishman 
Steve Fleishman 
Steve Fleishman 
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JS - Elcctric UtiliticslCompetitive Power Coveragc Cluster 
Investment rating Company 
UNDERPERFORM 

DPL ltic 
DTE Cnergy 
Duke Criergy 
Dynegy 
Cxelon 
I lawailan Clettrir lntlttsirtes 
NV Liiergy 
Portland General Cletlrir Company 
RRI Criergy 
Sotiiliern Company 

BofAML ticker 

DPI. 
DTE 
DUK 
DYN 
EXC 
I i  E 
NVE 
PO R 
RRI 
SO 

Bloomberg symbol 

DPL US 
DTE US 
DUK US 
DYN IJS 
EXC us 
HE US 
NVE US 
POR US 
I?RI US 
SO US 

Analyst 

Steve Fleishman 
Steve Fleishman 
Steve Fleisliman 
Ameet I Tliakkar 
Steve IFleisliman 
Sieve Fleisliman 
Steve Fleishman 
Steve Fleishmaii 
Aineet I Tliakkar 
Steve Fleishman 

iQinc,/hotl ' Measures Definitions 
Business Pcrformancc Numerator Dcnominator 

. .  

Reiirrn On Capital Employed 

Return On Equity Net Income Shareholders' Equity 
Operating Margin Operating Profit Sales 

Free Cash Flow Cash Flow From Operations - Total Capex 

Quality of Earnings 
Cash Realization Ralio Cash Flow From Operations Net Income 
Assel Replacement Ratio Capex Depreciation 
.Tax Rate Tax Charge Pre-Tax Income 
Net Debl-To-Equity Ratio Total Equity 
iterest Cover EBlT Interes! Expense 

Valuation Toolkit 
Price I Earnings Ratio Current Share Price 
Price I Book Value Current Share Price 
Dividend Yield Annualised Declared Cash Dividend Current Share Price 
Free [,ash Flow Yield Cash Flow From Operations - Tolal Capex 
Enterprise Value I Sales EV = Curreti! Share Price ' Current Shares .I Minority Equity I. Net Deb1 t Sales 

Other L1 Liabililies 
EV I EBITDA Enlerprise Value Basic EBI T Depreciation t Amorlization 

NOPAT = (EBI-I -1 Interest Income) ' (1 - Tax Rate) Goodwill 
Amortization Ainortizalion 

Total Assels - Currenl Liabilities i ST Debt i Accumulated Goodwill 

Earnings Growth Expected 5-Year CAGR From Latest Actual NIA 
NIA 

Ne1 Debt = Total Debt, Less Cash ti Equivalents 

Diluled Earnings Per Share (Basis As Specified) 
Shareholders' Equity I Current Basic Shares 

Market Cap = Current Sliare Price ' Current Basic Shares 

iO,trerhod"'?j IIIC siil ol HoIA Mi!rrill l.yiii:li ~ l a i r i l i i i i l  iiiimiiii?, Ilrirl seivi? lo iiiiiiiiliiiii illt~liiil ~:oi~sisli!iicy iiiriIt!i 11rii!i! Iiiiiilil lii!;iili~igs: Bilsiir~!ss IPi!iliiiiii;iir~:i? Uiidlily 01 I:;rtiiiii!js i r i i i l  viiliilllllilils 1111! key Ir!irliiii?s 01 iOin!lliilil irii!' A ciiiisislc!iilly 
t l 10 Iill!lll~ly SOIIIC coIlillilill pilhlls 

oiir i i i i r l  1iiiie !iliili;il ri!si!;ri~:I~ i l~ i~ ; i I~ ; rs~!  lliiil is soiiiciiil iliieclly Iioiii oii i  ixliiily ;~ir;rlysls i?iiiiiiiiijs iiiiiiliils mi 
i:iiiii~iiririi!s i:iiv~?ii!iI by BolA Meirill I.yiiclr 
;Qprr,/j/c ''I ; Q m ~ r l m / ~ ~ ~  nil? si!ivici? rlliilks 01 Motrill l.yii~:lr li Cir IIIC i@imnb ii!!giai?ii!il s~?ivii:i! nrnrk 01 Meiiill l y i i c l l  li Ci1 IIIC 
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rta isc res 
PPL Price Chart 

US1G0 

USE50 

us140 

USRIO 

USEZO 

USRlO 

USEO 

PPL - 

15 Jail 1 Juii ?I-OCl 
PO USRGO PO US858 PO us142 

% 36 

1G.Dcc 12-Mar 
Flcl5illnall PO:USE33 
PO:USS35 

1 -Jail49 I-Jan-I 0 1 Jan49 1 Jan IO 
Rcvicw Rcstnr Icd 

B Buy N Nculral S Sell U Uiitlcipcifomi PO Pncc olgcclivc NA No ionqcrvalid 

Investment Rating Distribution: Utilities Group (as of 01 Apr 2010) 
Coverage Universe Count Percent Inv Banking Relationships' Count Percent 
:uy 68 38 64% BUY 38 61 29% 

Neuiral 57 32 39% Neutral 31 66 67% 
Sell 51 28 98% Sell 17 36 9 6 1  
Investment Rating Distribution. Global Group (as of 01 Apr 2010) - -  - 

Coverage Universe Count Percent Inv. Banking Relationships* Count Percent 
BUY 1818 52 41% B U Y  952 58 01% 
Neutral 87 3 25 17% Neuiral 490 61 95% 
Sell 778 22 43% Sell 355 49 72% 
* Companies in respeci of whrrh MLPP&S or an affrlraie has rereivcd compensalion for inveslmeiil banking services within ihe past 12 monihs For purposes of this dislribuiian, a stock 
raied Underperform is included as a Sell 

FUNDAMENTAL EQUITY OPINION KEY: Opinions include a Volatility Risk Rating, an Investment Rating and an Income Rating\\\RXX\&X 

stock's: (i) absolute total return potential and (ii) attractiveness for investment relative to other stocks within it&swxsxq.'Q\%ss (defined below). There 
are three investment ratings: 1 - Buy stocks are expected to have a total return of at least 10% and are the most attractive stocks in the coverage cluster; 
2 - Neutral stocks are expected to remain flat or increase in value and are less attractive than Buy rated stocks and 3 Underperform stocks are the least 
attractive stocks in a coverage cluster. Analysts assign investment ratings considering, among other things, the 0-12 month total return expectation for a 
stock and the firm's guidelines for ratings dispersions (shown in the table below). The current price objective for a stock should be referenced to better 
understand the total return expectation at any given time. The price objective reflects the analyst's view of the potential price appreciation (depreciation). 
Investment rating 

WSNGS,, indicators of potential price fluctuation, are: A - Low, B - Medium and C - H i g h ? S S E S ~ & ~ W L S ,  reflect the analyst's assessment of a 

Total return expectation (within 12-month period of date of initial rating) Ratings dispersion guide!ines for coverage cluster' 
BUY 2 10% 5 70% 

Neutral 
Underperform 

2 0% 
NIA 

5 30% 
t 20% 

' Raiings dispersions may vary from lime to lime where BofAMl. Research believes it beiier rellecis the investment prospecis of siocks in a Coverage Cluster 

XX'QbKWSXXLX, indicators of potential cash dividends, are: 7 - samelhigher (dividend considered to be secure), 8 - samellower (dividend not considered 
to be secure) and 9 - pays no cash dividendXsmx+SsxFx@s is comprised of stocks covered by a single analyst or two or more analysts sharing a common 
industry, sector, region or other classification(s). A stock's coverage cluster is included in the most recent BofAML Comment referencing the stock 

MLPF&S or one of its affiliates acts as a market maker for the equity securities recommended in the report PPL Corp 
MLPF&S or an affiliate was a manager of a public offering of securities of this company within the last 12 months PPL Corp 
The company is or was, within the last 12 months, an investment banking client of MLPF&S andlor one or more of its affiliates PPL Corp 
MLPF&S or an affiliate has received compensation from the company for non investment banking services or products within the past 12 months PPL Corp 
The company is or was, within the last 12 months, a non-securities business client of MLPF&S andlor one or more of its affiliates PPL Corp 
MLPF&S or an affiliate has received cornpensation for Investment banking services from this company within the past 12 months PPL Corp 
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MLPF&S or an affiliate expects to receive or intends to seek compensation for investment banking services from this company or an affiliate of the company 
within the next three months. PPL Corp 

MLPF&S together with its affiliates beneficially owns one percent or more of the common stock of this company If this report was issued on or after the 10th day 
of the month, it reflects the ownership position on the last day of the previous month Reports issued before the 10th day of a month reflect the ownership position at 
the end of the second month preceding the date of the report PPL Corp 

MLPF&S or one of its affiliates is willing to sell to, or buy from, clients the common equity of the company on a principal basis: PPL Corp 
The company is or was, within the last 12 months, a securities business client (non-investment banking) of MLPF&S andlor one or more of its affiliates PPL 

Corp 
The analyst(s) responsible for covering the securities in this report receive Compensation based upon, among other factors, the overall profitability of Bank of 

America Corporation, including profits derived from investment banking revenues 
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BofA Merrill Lynch (BofAML) Research refers to the combined Global Research operations of Merrill Lynch and BAS 
Officers of MLPF&S or one or more of its affiliates (other than researrli analysts) may have a financial interest in securities of the issuer(s) or in related 

investments 
Merrill Lynch Research policies relating to conflicts of interest are described at http://www.ml.com/media/43347.pdf. 
"Merrill Lynch" includes Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPF&S") and its affiliates, including BofA (defined below). "BofA' 

refers to Banc of America Securities LLC ("BAS"), Banc of America Securities Limited ("BASL") and their affiliates. Investors should contact their Merrill 
Lynch or BofA representative if they have questions concerning this report. 

Information relating to Non-US affiliates of Merrill Lynch and Distribution of Affiliate Research Reports: 
MLPF&S, BAS, and BASL distribute, or may in the future distribute, research reports of the following non US affiliates in the US (short name legal name) Merrill 

Lynch (France) Merrill Lynch Capital Markets (France) SAS, Merrill Lynch (Frankfurt) Merrill Lynch International Bank Ltd, Frankfurt Branch, Merrill Lynch (South 
Africa) Merrill Lynch South Africa (Pty) Ltd, Merrill Lynch (Milan) Merrill Lyncli International Bank Limited, MLPF&S (UK) Merrill Lynch, Pierce, Fcnner & Smith 
Limited, Merrill Lynch (Australia) Merrill Lynch Equities (Australia) Limited, Merrill Lynch (Hong Kong) Merrill Lynch (Asia Pacific) Limited, Merrill Lynch (Singapore) 
Merrill Lynch (Singapore) Pte Ltd, Merrill Lynch (Canada) Merrill Lynch Canada Inc, Merril Lynch (Mexico) Merrill Lynch Mexico, SA de CV, Casa de Bolsa, Merrill 
Lynch (Argentina) Merrill Lynch Argentina SA, Merrill Lynch (Japan) Merrill L nch Japan Securities Co, Ltd, Merrill Lynch (Seoul) Merrill Lynch International 
Incorporated (Seoul Branch), Merrill Lynch (Taiwan) Merrill Lynch Securities (YTaiwan) Ltd , DSP Merrill Lynch (India) DSP Merrill Lynch Limited, PT Merrill Lynch 
(Indonesia) PT Merrill Lynch Indonesia, Merrill Lynch (Israel) Merrill Lynch Israel Limited, Merrill Lynch (Russia) Merrill Lynch CIS Limited, Moscow, Merrill Lynch 
(Turkey) Merrill Lynch Yatirim Bankasi A S , Merrill Lynch (Dubai) Merrill Lynch International, Dubai Branch, MLPF&S (Zurich rep office) MLPF&S Incorporated 
7 ~ r i ~ h  representative office, Merrill Lynch (Spain) Merrill Lynch Capital Markets Espana, S A S V I  Merrill Lynch (Brazil) Banco Merrill Lynch de lnvestimentos S A 

This note has been approved for publication in the United Kingdom by Merrill Lynch, Pierce, Fenner & Smith Limited and BASL, which are authorized and 
regulated by the Financial Services Authority, has been considered and distributed in Japan by Merrill Lynch Japan Securities Co, Ltd and Banc of America 
Securities -Japan, lnc , registered securities dealers under the Financial Instruments and Exchange Law in Japan, is distributed in Hong Kong by Merrill Lynch (Asia 
Pacific) Limited and Banc of America Securities Asia Limited, which are regulated by the Hong Kong SFC and the Hong Kong Monetary Authority, is issued and 
distributed in Taiwan by Merrill Lynch Securities (Taiwan) Ltd , is issued and distributed in India by DSP Merrill Lynch Limited, and is issued and distributed in 
Singapore by Merrill Lynch International Bank Limited (Merchant Bank), Merrill Lynch (Singapore) Pte Ltd (Company Registration No 's F 06872E and 198602883D 
respectively) and Bank of America Singapore Limited (Merchant Bank) Merrill Lynch International Bank Limited (Merchant Bank), Merrill Lynch (Singapore) Pte Ltd 
and Bank of America Singapore Limited (Merchant Bank) are regulated by the Monetary Authority of Singapore Merrill Lynch Equities (Australia) Limited (ABN 65 
006 276 795), AFS License 235132 provides this note in Australia in arcordancc with section 91 1B of the Corporations Act 2001 and neither it nor any of its affiliates 
involved in preparing this note is an Authorised Deposit Taking Institution under the Banking Act 1959 nor regulated by the Australian Prudential Regulation 
Authority No approval is required for publication or distribution of this note in Brazil 

This research report has been prepared and issued by MLPF&S and/or one or more of its non US affiliates MLPF&S is the distributor of this research report in 
the US and accepts full responsibility for research reports of its non-US affiliates distributed to MLPF&S clients in the US Any US person (other than BAS, BAI and 
their respective clients) receiving this researrh report and wishing to effect any transaction in any security discussed in the report should do so through MLPF&S and 
not such foreign affiliates 

BAS distributes this research report to its clients and accepts responsibility for the distribution of this report in the US to BAS clients Transactions by US 
persons that are BAS clients in any security discussed herein must be carried out through BAS 

General Investment Related Disclosures: 
This research report provides general information only Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer, 

to buy or sell any securities or other financial instrument or any derivative related to such securities or instruments (e g , options, futures, warrants, and contracts for 
differences) This report is not intended to provide personal investment advice and it does not take into account the specific investment objectives, financial situation 
and the particular needs of any specific person Investors should seek financial advice regarding the appropriateness of investing in financial instruments and 
implementing investment strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be realized 
Any decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such security or the information in the 
prospectus or other offering document issued in connection with such offering, and not on this report 

Securities and other financial instruments discussed in this report, or recommended, offered or sold by Merrill Lynch, are not insured by the Federal Deposit 
Insurance Corporation and are not deposits or other obligations of any insured depository institution (including, Bank of America, N A )  Investments in general and, 
derivatives, in particular, involve numerous risks, including, among others, market risk, counterparty default risk and liquidity risk No security, financial instrument or 
derivative is suitable for all investors In some cases, securities and other financial instruments may be difficult to value or sell and reliable information about the 
value or risks related to the security or financial instrument may be difficult to obtain Investors should note that income from such securities and other financial 
instruments, if any, may fluctuate and that price or value of such securities and instruments may rise or fall and, in some cases, investors may lose their entire 
principal investment Past performance is not necessarily a guide to future performance Levels and basis for taxation may change 

This report may contain a short term trading idea or recommendation, which highlights a specific near-term catalyst or event impacting the company or the 
varket that is anticipated to have a short-term price impact on the equity securities of the company Short-term trading ideas and recommendations are different 
om and do not affect a stocks fundamental equity rating, which reflects both a longer term total return expectation and attractiveness for investment relative to 

other stocks within its Coverage Cluster Short-term trading ideas and recommendations may be more or less positive than a stock's fundamental equity rating 

such securities and instruments, including ADRs, effectively assume currency risk 
Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report Investors in 
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UK Readers. The protections provided by the U.K regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated 
by Merrill Lynch entities located outside of the United Kingdom These disclosures should be read in conjunction with the BASL general policy statement on the 
handling of research conflicts, which is available upon request 

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related 
investments 

Merrill Lynch is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. Merrill Lynch may, at any 
time, hold a trading position (long or short) in the securities and financial instruments discussed in this report 

Merrill Lynch, through business units other than BofAML Research, may have issued and may in the future issue trading ideas or recommendations that are 
inconsistent with, and reach different conclusions from, the information presented in this report Such ideas or recommendations reflect the different time frames, 
assumptions, views and analytical methods of the persons who prepared them, and Merrill Lynch is under no obligation to ensure that such other trading ideas or 
recommendations are brought to the attention of any recipient of this report 

In the event that the recipient received this report pursuant to a contract between the recipient and MLPF&S for the provision of research services for a separate 
fee, and in connection therewith MLPF&S may be deemed to be acting as an investment adviser, such status relates, if at  all, solely to the person with whom 
MLPF&S has contracted directly and does not extend beyond the delivery of this report (unless otherwise agreed specifically in writing by MLPF&S). MLPF&S is and 
continues to act solely as a broker-dealer in connection with the execution of any transactions, including transactions in any securities mentioned in this report 

Copyright and General Information regarding Research Reports: 
Copyright 2010 Merrill Lynch, Pierce, Fenner & Smith Incorporated All rights reserved iQmethod, iQmethod 2 0, iQprofile, iQtoolkit, iQworks are service marks 

of Merrill Lynch & Co I Inc iQanalyticslQ', iQcustom(3, iQdatabase@ are registered service marks of Merrill Lynch & Co , Inc This research report is prepared for the 
'ise of Merrill Lynch clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent 

f Merrill Lynch. Merrill Lynch research reports are distributed simultaneously to internal and client websites and other portals by Merrill Lynch and are not publicly- 
available materials Any unauthorized use or disclosure is prohibited Receipt and review of this research report constitutes your agreement not to redistribute, 
retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this report (including any investment recommendations, estimates or 
price targets) without first obtaining expressed permission from an authorized officer of Merrill Lynch 

Materials prepared by Merrill Lynch research personnel are based on public information Facts and views presented in this material have not been reviewed by, 
and may not reflect information known to, professionals in other business areas of Merrill Lynch, including investment banking personnel. Merrill Lynch has 
established information barriers between BofAML Research and certain business groups As a result, Merrill Lynch does not disclose certain client relationships with, 
or compensation received from, such companies in research reports 
To the extent this report discusses any legal proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice 
Investors should consult their own legal advisers as to issues of law relating to the subject matter of this report. Merrill Lynch research personnel's knowledge of 
legal proceedings in which any Merrill Lynch entity andlor its directors, officers and employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or 
involving companies mentioned in this report is based on public information Facts and views presented in this material that relate to any such proceedings have not 
been reviewed by, discussed with, and may not reflect information known to, professionals in other business areas of Merrill Lynch in connection with the legal 
proceedings or matters relevant to such proceedings 

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as 
agent of any issuer of any securities. None of MLPF&S, any of its affiliates or their research analysts has any authority whatsoever to make any representation or 
warranty on behalf of the issuer(s) Merrill Lynch policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for 
review by an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis 

Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax 
advice Investors are urged to seek tax advice based on their particular circumstances from an independent tax professional 

The information herein (other than disclosure information relating to Merrill Lynch and its affiliates) was obtained from various sources and we do not guarantee 
its accuracy This report may contain links to third-party websites Merrill Lynch is not responsible for the content of any third-party website or any linked content 
contained in a third-party website. Content contained on such third-party websites is not part of this report and is not incorporated by reference into this report. The 
inclusion of a link in this report does not imply any endorsement by or any affiliation with Merrill Lynch Access to any third-party website is at your own risk, and you 
should always review the terms and privacy policies at third-party websites before submitting any personal information to them Merrill Lynch is not responsible for 
such terms and privacy policies and expressly disclaims any liability for them. 

Subject to the quiet period applicable under laws of the various jurisdictions in which we distribute research reports and other legal and Merrill Lynch policy 
related restrictions on the publication of research reports, fundamental equity reports are produced on a regular basis as necessary to keep the investment 
recommendation current 

Certain outstanding reports may contain discussions andlor investment opinions relating to securities, financial instruments andlor issuers that are no longer 
current. Always refer to the most recent research report relating to a company or issuer prior to making an investment decision 

In some cases, a company or issuer may be classified as Restricted or may be Under Review or Extended Review In each case, investors should consider any 
investment opinion relating to such company or issuer (or its security andlor financial instruments) to be suspended or withdrawn and should not rely on the analyses 
2nd investment opinion(s) pertaining to such issuer (or its securities andlor financial instruments) nor should the analyses or opinion(s) be considered a solicitation of 
my kind. Sales persons and financial advisors affiliated with BAS, MLPF&S or any of their affiliates may not solicit purchases of securities or financial instruments 

that are Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies. 
Neither Merrill Lynch nor any officer or employee of Merrill Lynch accepts any liability whatsoever for any direct, indirect or consequential damages or losses 

arising from any use of this report or its contents 
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PPL Corp (PPL) 
EventsKatalysts To Unfold In Coming Months; Underperformance 
Merits Monitoring For Opportunities 

Meaningful underperformance may at some point create opportunity PPL Corp's 
shares are down -(20%) on a YTD basis, compared with a -5% increase for the 
S&P 500 Index, and a ( 2  5%) decline for tlie UTY Index Since the news of the 
purchase of the E On assets were reported on 4/28/10, PPL Corp's shares are 
down - ( 6 % ) ,  coinpared to a (1  5%) decline for S&P 500, and an 1 5% increase 
for the UTY Index O u r  revised target price suggests PPL shares might merit a 
niore constructive stance below -$25/sliare, all else being equal 

Events and Catalysts coming up: We expect the following events/catalyst to unfold 
in the next 4-5 months - the successful resolution of these events will help clarify 
the PPL story 1)  Possible resolution of the LG&E and KU Rate Case (Hearings 
expected to begin in June) 2 )  Deliberation of the LG&E and KU purchase 
(decision within 120-days from the date of filing of purchase application) 3 )  
Possible issuance of - $3B cominon equity & mandatory converts (part of it could 
come to market prior to tlie final Commission approval) 4)  Staff Recomniendation 
for the PA Geneial Rate Case (expect in  July/August timeframe) We discuss the 
regulatory steps associated with both the LG&E and KU rate case, and the asset 
purchase in more detail later in the reporl 

We continue to rate PPL Corp Hold/Medium Risk. However, the name has low 
expectations, and improved riskheturn due to YTD underperformance. Our EPS 
estimates reflect the PPL stand-alone business However, we include an updated 
accretion/dilution estimate later in this report incorporatiiig the impact of the 
LG&E and KU purchase in 2012 O u r  target price of $28/share incorporates the 
potential impact of tlie proposed transaction Our favored Buy-rated integrated 
utility is Entergy 

HoldlMedium Risk 2M 
lJS$26 00 Price (12 May 10) 
US$28 00 Target price 

Expected share price return 7 1% 
Expected d iv idend yield 5 4% 
Expected total return 13.1% 
Market Cap US$9,826M 

from US$30 00 

Price Performance (RIG: PPL.N, BB: PPL US) 

USD 

:5 
-3 28 

26 

" I "  I .  24 . , 
30 30 31 ;1 
Jun S w  Dec Mar 

EPS ai a2 a3 a4 Fy Fc Brian Chin 
2009A 0 58A 0 34A 0 52A 0 47A 191A 195A +1-212-816-2861 

2010E 0 94A 0 69E 0 80E 0 75E 3 20E 3 3 0 ~  brian c h i n 8 c i t i  corn 

Previous 1 OOE 0 69E 0 81E 0 75E 3 28E na Hasan Doza, CFA 
2011E na na na na 3 01E 3 1 2 ~  l iasan dozaQcit i  coin 

Previous na na na n a  3 07E na 

2012E na na na na 2 92E 2 92E 

Previous na na na na 2 96E na 

Source Company Repor ts  a n d  d a t a c e n t r a l  CIR FC Cons  F i r s t  C a l l  Consensus  

See Appendix A-1 for Analyst Certification. Important Disclosures and iion-US research analyst disclosures. 

Citi Investment Research &Analysis is a division of Citigroup Global Markets Inc (the "Firm"), which does and seeks to do business with companiescovered in its research reports 
As a result, investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report Investors should consider this report as only a 
single factor in making their investment decision 
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Fiscal year end 31-Dec 2008 2009 201 DE 201 1 E 201 2E 

PIE adjusted (XI 12 9 13 6 a i  a 6  a 9  
EV/EBITDA adjusted (x) a a  10 1 6 3  6 5  6 6  
P/BV (x) 1 9  i a  1 5  1 4  1 3  
Dividend yield (%) 5 2  5 3  5 4  5 5  5 6  
Per Share Data (US$) 
EPS adjusted 2 02 1 9 1  3 20 3 01 2 92 
EPS reported 2 47 1 2 6  3 20 3 01 2 92 
BVPS 13 53 14 37 16 88 ia 53 20 21 
D PS 1 3 4  1 3 8  1 4 0  1 4 3  1 4 6  

Profit & Loss (US$M) 
Net sales 8,044 7,546 8,059 7,182 7,376 
Operating expenses -6,487 -6,195 -5,666 -4,869 -5,081 
EBIT 1,557 1,351 2,393 2,313 2,295 
Net interest expense -459 -390 -548 -560 -575 
Non-operatinglexceptionals 284 -330 19 5 5 
Pre-tax profit 1,382 631 1,865 1,758 1,725 
Tax -440 -126 -612 -574 -560 
Extraord /Min Int  /Pref div -12 -30 -36 -35 -35 
Reported net income 930 415 1,216 1,148 1,130 
Adjusted earnings 760 720 1,216 1,148 1,130 

Growth Rates (%I 
Sales 23 a -6 2 6 8  -10 9 2 7  

Adjusted EBITDA 2,011 1,804 2,865 2,804 2,822 

EBlT adjusted 28 o -12 a 77 2 -3 4 -0 a 
EBITDA adjusted 21 4 -10 3 58 a -2 1 0 6  
EPS adjusted -22 3 -5 5 67 9 -6 1 -2 a 

Operating cash flow 1,589 1,609 1,998 1,759 1,657 
Depreciation/amortization 46 1 453 472 49 1 527 
Net working capi ta l  -39 -107 287 0 0 
Investing cash flow -1,627 -659 -1,526 -1,969 -1,970 
Capital expenditure -1,503 -1,225 -1,688 -1,969 -1,970 
Acquisitions/disposaIs -103 227 162 0 0 
Financing cash flow 721 -1,271 361 -470 12 
Borrowings 1,255 -770 a i 1  0 350 
Dividends paid -491 -517 -530 -545 -563 
Change in cash 667 -297 840 -680 -302 

Balance Sheet (US$M) 
Total assets 21,405 22,078 25,855 26,681 27,814 
Cash & cash equivalent 1,250 aoo 1,724 1,073 763 
Accounts receivable 533 468 559 559 559 

16,009 16,350 19,106 19,264 19,614 
Accounts payable 766 619 796 796 796 

5,396 5,729 6,705 7,374 8,157 

Net fixed assets 12,416 13,174 13,977 15,455 16,898 

Total Debt 8,517 7,782 8,491 8,491 8,841 For further data queries on Citl's full coverage uiiivcrsc 
please contact CIR Data Services Aniericas at  
ClROalaSenricesAmericasQcltl corn or + I  212-816-5336 funds 

ProfitabilityLSolvency Ratios (%I 
EBITDA margin adjusted 25 0 23 9 35 5 39 0 38 3 
ROE adjusted 14 3 13 7 20 6 17 1 15 2 
ROlC adjusted 6 6  7 2  10 1 9 2  a 5  

2- P.. I Net debt to equity 134 7 121 9 100 9 100 6 99 0 
%LE dl 61 2 57 6 55 9 53 5 52 0 

CiPigroup Global Markets 



PPL Corp (PPL) 
12 Mav 2010 Regulatory Steps In Kentucky & Updated Valuation 

LG&E and K U  Transaction Approval Process 

There are 4 separate standards or tests that need to be niet in order for PPL 
to be successful in  obtaining approval from the Kentucky Public Service 
Commission for the LG&E and KU purchase There are 3 technical 
standards, and one 'Public Interest' standard 

Technical Standards: The 3 technical standards tests the ability of tlie 
acquirer ( in this case, PPL) to see i f  it lias the 'Managerial, Technical and 
Financial' capability to provide reliable service to customers Although i t  is 
very early in the process, our initial take is given that PPL is a utility (as 
opposed to say a financial sponsor) with proveii operational history in 
Pennsylvania and the UK, PPL should not liave trouble proving its 
managerial and technical capability to continue to provide reliable service to 
LG&E and KCI customers 

'Public Interest' standard: This standard essentially requires the acquirer to 
prove that the purchase would be in 'Public Interest ' Commission would 
look at issues such as 1) Economic impact on the community ( I  e , impact 
on jobs from the transaction), 2) Whether or not the transaction would 
impact the LG&E and KCI headquarters, which is currently part of the local 
coinmunity Although it is very early in the process, our initial take is given 
that PPL is a U S based entity essentially buying the local utility from a 
foreign entity, and planning to maintain the current local headquarters, and 
tlie management team, the road to approval is reasonably clear (at least, as 
far as regulated utility acquisitions go) Additionally, PPL has not publicly 
mentioned synergies ( I  e , cost cutting) as one of the main drivers for this 
transaction, which should also help sinootlien regulatory relationships during 
the approval process This i s  in stark contrast to the First Energy-Allegheny 
transaction, where the buyer, First Energy, has highlighted synergies as one 
of the primary rationales for the combination 

Decision in 120 days or less: The statute of the Kentucky Public Service 
Cornmission requires a decision to be made within 120 days from the date of 
the receipt of the purchase application (can not go over this maximum 120 
day review period) The Comniission initially has 60-days to conduct their 
review, but it can come back and ask for another 60-days to complete the 
review process So, a decision theoretically could come as early as in 60- 
days, bUt given the gravity of this asset purchase, it is likely that the 
Cornmission would take the full 120 days The statue for the Kentucky PSC 
reauires a decision to be niade within 120 days, closing the possibility of the 
approval process being dragged on for longer than 4 nionths 

LG&E and KU General Rate Case And Recent AG Comments 

The General Rate Case for LG&E and KU are expected to move on a 
completely separate track than the deliberation that is expected to take 
place for the purchase Regardless of intervenor requests (such as the 
Attorney General for tlie State of Kentucky), there is no statutory mechanism 
within the Kentucky Public Service Commission for General Rate Cases to be 
cancelled, once the process has already begun However, the Cornmission 
has as alternate option in-lieu of not being able to cancel a pending General 
Rate Case The Comniission can choose to 'dismiss' the pending rate cases 
The Conimission would have to show 'good cause' in dismissing the pending 
rate cases If the Commission chooses to go down this path, it would have 
the impact of shelving the rate cases during the deliberation for the 
purchase of the utilities 
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PPL Corp (PPL) 
12 May 2010 

According to local media reports, AG Jack Conway stated that he will seek to 
suspend Ihe LG&E and KLI rate cases, while the asset purchase is pending 
This is not that surprising to us In Kentucky, the Attorney General 
effectively serves as the primary advocate for consuniers (theie is no 
separate Office of the P ~ ~ b l i c  Counsel that is typical in some States) In tlie 
Attorney General's Office, there IS  a section called tlie Office of Rate 
Intervention, which looks at rate matters impacting consumers But as a 
whole, tlie Attorney General effectively serves an advocate lor consuniers in 
rate proceedings 

1ri Kenlucky, tlie Attorney General is the only inlervenor, who is granted a 
'presumptive right' to intervene in rate cases This 'presumptive right' allows 
the Attorney General to intervene in rate cases, without the Commission 
having to grant the intervention request No other intervenor in Ihe State of 
Kentucky lia5 this privilege Therefore, it is not all too surprising to us that 
we should expect headlines and comments from the Attorney General's 
office regarding t l ie  pending LG&E and KU rate case We would not 
necessarily view any comments from the Attorney General as a negative 

Next steps for the General Rate Case Assuming that the G R C  is not 
'dismissed', Hearings in the case are expected to begin in June A final 
Commission decision could conic in August We also note that the last G R C  
for LG&E and KU were settled cases Therefore, we do not rule the possibility 
of settlement in this Dending case as well 

Figure 1. Accretion/Dilution Analysis, Including 201 2 
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PPL Corp (PPL) 
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Detailed Stand-Alone Valuation 

Valuation of Generation Business: 

Figure 2. Generation Target Price 
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We value PPL's generation business on an 'Open EBITDA' basis, based on 
our expected Open EBITDA in 2012 This is an update froin our previous 
researcli, where we had valued the generation business on expected 2011 
Open EBITDA 

We uiilize current commodity curves, as of 5/5/2010 

In our Open EBITDA calculation, lor fhe coal mix in PPL's eastern generation 
fleet, we assume a mix of 95% NAAP and 5% CAAP Our calculations 
include a 2012 CAAP price of $76/ton, and we assume a 5% discount as a 
proxy for 2012 NAAP price 

Loiigview PPA adjustment Beginning in 3Q'09, PPL reclassified the way i i 

reported [he PPA that the company has wiih the Longview coal fired plant for 
300MW The PPA is expected to begin in 2012 Previously, PPL had 
included the Longview PPA within its Marketing & Trading business, 
separate from the core baseload generation business 
in 3009,  the company began to include the Mwlis associated wiih the 
300MW PPA as part df the baseload generation business This is the reason 
why there is an uptick in PPL's expected baseload generation rn 2012 vs 
2011 (see slide # 14 in PPL's lQ '10  presentation) 

However, beginning 

Given that PPAs have a finite life, we exclude the Longview PPA from our 
Open EBITDA calculation in 2012 This is done to avoid applying a multiple 
to the EBITDA generated from the PPA, because it would imply a value in 
perpetuity Instead, we calculate an NPV value associated with the PPA and 
incorporate it as part of our other NPV adjustments within the generation 
business 

We note that PPL has not disclosed a lot of information on the Longview 
PPA Therefore, some of the assumptions that we make for the Longview 
NPV adjustment are on a 'best-efforts' basis, and explained later in the 
report 

We expect PPL's generation business to generate an Open EBITDA of 
-$1 1B We then apply an 8x m u l t i p l e  to calculate an EV of -$9B 

We estiniate that the Marketing & Trading (M&T) husiness will earn $34mm 
of gross margin 111'12 (essentially flat vs 2011) Given the volatility 
associated with M&T businesses in  general, we apply a 4x multiple to 
calculate an EV of $136mm 

PPL's generation segment also has a service business which we estimate to 
generate gross margin of $25nlm in '12  (essentially flat vs 2011). We apply 
a 5x multiple to the Service business to calculate an EV of $125mm The 
service business' below-gross margin expenses are rolled into the overall 
SG&A that we apply to the core generation business, for our valuation 
pur poses 

All in  all, we calculate the total EV of the generation business to be -$9 3B 
We then subtract expected net debt of -$3 6B, which we allocate to the 
nierchant business based on our review of cash flow volatility and 
appropriate capital structures The merchant debt amount is allocated to 

Citigroup Gtobah Rrlarkeis 



PPL Corp (PPL) 
12 May 2010 

calculate an equity value of -$5 7B We then niake several adjustments to 
this equity value 

Positive Adjustments to  Equity Value 

NPV of Power Hedges PPL's generation business has entered into power 
hedges for '12  that are ' in the money' based on current commodity prices 
We calculate the NPV of the above-market power hedges to be $359inni 

NPV of Nuclear fuel contract: We estimate that PPL's generation segment 
lias a nuclear fuel contact t l ial  is ' in the money' by -$2/Mwh This ' in l l i e  
money' contract i s  in effect until 2015 We calculate the NPV of this 
contract to be -$81mm 

NPV of Coal contract: We estimate that PPL's eastern generation fleet has a 
coal contract for 3mm tons lhat runs through 2018 Our understanding is 
that the hedge price for this 3nim tons is -$50/ton Therefore, based on our 
expected '12 NAAP price of $72/ton (5% discount to $76/ton CAAP price in 
'12), this 3nim is ' in the money' by $22/ton, which is a substantial aniounl 
We also give value lo  ' in the money' coal hedges t l ia l  PPL has foi 2012 The 
total NPV benefit froni below-niarkel coal contracts are $457mm 

NPV of future Climate Change Legislation: We assume that a Climate 
Change legislation is implemented in 2019, with a price for Carbon of 
$15/lon We calculate the NPV of a future Climate Change legislation to be 
$369mm 

NPV of Longview PPA: We assume a 20-year life for the 300MW PPA We 
assume a 90% capacity factor (which would be typical for a new coal plant), 
and then apply the current 2012 forward P IM dark spread of -$20/Mwh We 
then subtract O&M to arrive an EBITDA of $40nim/per year for the Longview 
PPA We calculate the NPV of this PPA to be $203mm 

NPV of L/T Term Capacity Price: Our assumption of any benefit or loss 
associated with future capacity prices deals wi lh our views of future capacity 
prices in PJM and in New England The vast majority of PPL's installed 
capacity On MW's), -94%, is based i i i  the MAAC region of the PJM PPL has 
only one plant, the 574MW plant in IL,  in the RTO region of the PJM 

The capacity price for the '12/ '13 auction in the MAAC region of the PJM is 
$133 37/Mw-Day Since our valuation is based on 2012, the capacity price for 
MAAC used in our assumption is -$121/Mw-day, which is an average of the 
capacity prices in the '1 1/'12 and '12/ '13 auctions 

Beginning with the '13/'14 auction, we assume that capacity prices gradually 
begins to improve in the MAAC region, and ultimately reaches $150/Mw-day by 
the '16/ '17 auction We calculate an NPV to take into the delta between our 
long-term capacity forecast, and the level embedded in our 2012 estimate The 
NPV of this adjustment is -$336mm 

We make a similar NPV adjustment for capacity price in  the RTO. We take an 
average of the '11/'12 and the '12/13 auction prices (-$63/Mw-day) in our 
2012 estimate. We assume that the RTO price recovers to $142/Mw-day by the 
'16/'17 auction We then make an NPV adjustment to take into account the 
delta between our long-term capacity forecast, and the level embedded in our 
2012 estimate The NPV of this adjustment is -$49mm 
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Lastly, we make a similar adjustment for capacity prires in New England, wheie 
PPL has a total of 303MW of capacity in the form of a 252MW gas plant in 
Connecticut, and a 51MW oil fired facility in Maine 

In our 2012 estiniate, we include a capacity price of $2 87/kw-month, whirh is 
an average o l  the rapacity prices in '11/ '12 and the '12/ '13 auctioiis We 
assume that by the '16/ '17 auction, the capacity price in New England recovers 
to $3  90/kw-nionth We then calculate the NPV of the delta between our long- 
terin capacity market estiniale, and the estiniate embedded in our 2012 
estiniate The NPV of this adjustment is -$lOnini  

The total NPV adlustment froni future capacity prices is -$400mni This is a 
meaningful increase in value from capacity market uplift vs our prior research 
This is due to the fact that by valuing the generation business in 2012, we are 
capturing what we think is close to the trough-year for capacity prices 
Therefore, once we assume our capacity market uplift beginning with the 
'13/ '14 auction, the overall NPV benefit is meaningfully positive 

Figure 3. Long-Term Capacity Market Uplift 
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Negative Adjustments to Equity Value 

NPV of Colstrip Lease payments PPL's generation segment has a 36-year 
lease on its Montana coal plant, the Colstrip facility, that was originally 
signed back in  2000 The annual lease payments are $40mm We treat at 
the NPV of the least payrnents as debt, therefore, add-back the lease 
paynients to our EBITDA We calculate the NPV of the Colstrip lease 
paynients to be $363niin 

After incorporating all the above-mentioned adjustments, we calculate the 
adjusted equity value of PPL to be -$7 3B This equates to $19/share We 
then discount it back half-year, at 11%, to end of 2011, for a one-year forward 
value of $18/share 

Value of Regulated Utilities 

We estimate the PA tJtility earns $0 39/share in 2012 We apply a 13x P/E 
multiple to calculate a value of -$5/share 

We estiniate the UK utility, WPD, earns $0 Sl/share in 2012 This is based 
on a GBP/USD 2012 forward FX rate of 1 50  We assuine an inflation factor 
of 2% in 2012 We apply a 13x multiple to calculate a value of -$7/share for 
WPD 

Therefore, together we value PPL's current 'stand-alone' regulated utilities to 
be -$12/share We then discount this by half-year, at 11%, to calculate a one- 
year forward value of 4 1 1  50/share 
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Total Value 

Incorporating the present value of [ l ie Generation business of $18/share, 
and the -$11  50/share lor the regulated utilities, we calculate a stand-alone 
value of PPL of -$29 50/share 

Assuming h a t  the LG&E and KU purchase is approved, we calculate a 
-(6 5%) dilution to PPL in 2012 Therefore, we subtrart -$1 90/share 
(6 5% of stand-alone value of $29 50/share), to calculate a pro-forma target 
value of -$28/share 

PPL Corp 
Company description 

PPL Corp (PPL) is a holding company whose principal subsidiaries generate, 
distribute, and transniil electricily PPL Generation owns more than 11,000 
megawatts (MW) of unregulated generation assets, predominantly in 
Pennsylvaiiia and Montana PPL Electric, the Pennsylvania regulated ulility, 
delivers electricity to 1 4 inillion customers in Pennsylvania PPL Energy Plus 
supplies unregulated wholesale and retail electricity and energy services to 
custoniers in the Mid-Atlantic region PPL also owns WPD, which is the 
electricity network operator for South West England and South and West Wales 
The company delivers electricity to 2 5mm customers over a 26,000 sq k m  
service area 

Investment strategy 

We rate the shares of PPL Hold / Medium Risk (1M) In spite of PPL's 
significant hedges over its merchant generation fleet, we find the recent 
compression in forward dark spreads too large to leave material upside for PPL 
shares We also continue to have a cautious view towards forward dark 
spreads We would reconsider our stance i f  forward dark spreads show signs of 
improvement not reflected in the share price 

Valuation 

We value PPL on a sum-of-the parts basis, where we value the US and the UK 
regulated businesses on a P/E basis, and value the generation business on 
EV/EBITDA basis We use the 'Open EBITDA' approach in  valuing the 
generation business, and incorporate NPV of both power and fuel hedges, NPV 
of a future Climale Change Legislation, NPV of future capacity prices, NPV of 
the Colstrip facilities lease payments, as well as NPV of possible future 
environmental obligations We calculate the present value of the Generation 
business to be - $18/share, based on an EV/EBITDA multiple of 8 x  

We calculate the combined present value of the regulated businesses to be 
approximately -$11 50/share, based on a P/E of 13x on our estimated 201  1 
earnings for the US and UK utility The combined totals result in our target 
price of -$29 50/share We then deduct -$1  90/share to take into account the 
pro-forma impact of the Kentucky transaction to calculate a pro-forma target 
price of -$28/share 

s Citigroup Global Markets 
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Risks 

We rate PPL Mediuni Risk, due to its regulated business mix (approximately 
-30% of expected 2011 EPS), as  well for high-degree of hedging for the 
generation fleel Additionally, even thougli PPL’s generalion segment will 
effectively operate as a fully de-regulated entity, beginning in 2010, one of tlie 
primary reasons we classify PPL Corp as a Medium Risk company, is clue to 
the fact that tlie vast majority of PPL’s Generation assets are located in one 
geographic area - Pennsylvania, a n  area which tlie generalion unit lias a 
Iiistory of serving load Therefore, it gives us comfort that even when the 
generation uiiil operates as a fully de-regulaled entity, i t  will use its market 
knowledge of Pennsylvania load pockets to make optimal decisions for its 
generation assets 

Risks we see to the stock achieving our targel price include the following: 

Transition to Market Rates in  2010 I f  political pressures concerning the 
transition to a market based slrurture were to arise in Pennsylvania, earnings 
power in  ‘10 and beyond could be impacted 

Execution of the E On 1JS asset purrhase PPL’s management of regulatory 
relationships in Kentucky will be to obtaining an approval for the purchase of 
LG&E and KU Aclditionally, PPL will also need to navigate through the pending 
rate rase for these two utilities Any failure to management regulatory 
relationships constructively during this process could risk the long-term value 
of LG&E and KU Additionally, assuming that the asset purchase is approved, 
PPL will also need to successfully execute a large equity offering to finance the 
purchase A failure to execute the equity offering well could also impact the 
long-term value of tlie conibined entity 

Rate Case filing in 2010 for PA regulated utility PPL could face consumer and 
political backlash when it files for a new rate case in 2010, with the backdrop 
of already higher prices for consumers due to the transition to ‘market rates’ 
combined with a weak local and national economy 

lnternationa t Operation PPL’s prrniary foreign subsidiary is its electric 
distribution business in the UK, called WPD Performance of this business 
could be impacted by fluctuations in FX rates between tlie IJSD&GBP, 
combined with deteriorating regulatory dynamics or actions, that might impair 
PPL’s ability to recognize earnings and cash flow from the WPD subsidiary 

Entergy Corp 
(ETR.N; 1JS$79 03; 1M) 

Va I ua t ion 

Our Entergy target price is $87 OO/share We value Entergy, an integrated 
utility, based on a sum of the parts approach Our target is intended to reflect 
where the shares should trade one year forward from today Our target results 
from adding the value for the regulated and for the merchant businesses We 
calculate a $65 00 rounded target for the regulated and a $22 00 rounded 
target for the merchant business 

c. CiEigrsup Global Markets 
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Risks 

We rate Entergy Corporation Medium Risk based on its greater than 90% 
regulated/contracted EPS profile, which results in grealer earnings stability 
than its peer average and its investment-grade credit rating at BBB Risks we 
see to the stock achieving our valuation target include the following 

Forward natural gas prices can have a significant effect on the Nuclear 
merchant financial outlook and per share value This is because natural gas 
prices are the marginal fuel for deregulated power generation We estimate 
every $ l /n imbtu  +/- in long-term natural gas prices can affect our Entergy 
target share value by +/-$11 00 We currently assume a long-term gas price 
based on the current forward curve As forward natural gas prices are often 
correlated with oil prices and the overall economic outlook, Entergy's share 
value can be significantly affected by macroecononiic cyclical factors 

Nuclear operations --  Entergy's nuclear fleet must manage costs and 
successfully recontract  nuclear capacity for 201  1-12 Failure to adequately 
inanage costs could affect Entergy's ability to reach our target price Entergy's 
nuclear fleet is 88% contiacted at an average power price of $57 per megawatt 
hour (MWh) in 2010 and 74% contractecl at an average price of 856 per MWli 
in 2011 A drop in forward power prices could result in nuclear contracts at 
lower-than- expected price levels, which would negatively affect our earnings 
esliinate This would affect the nuclear business post-spin 

Regulatory Risk --  All regulated utilities are subject to state and federal 
regulatory agencies that can materially affect shareholder returns Failure to 
obtain fair recovery for capital expenditures or increases in operating costs can 
diniinish returns to shareholders ancl adversely affect the share price 
Recently, regulatory activily in Arkansas has proved contentious, which could 
have a continued negative impact on earnings 

I f  the negative impact on the company from any of these factors proves greater 
than we anticipate, i t  may prevent the stock from achieving our target price 

1 0  Citigroup GEobal Markets 
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Citigroup Global Markets Inc currently has, or liad within tlie past 12 months, the following as clients, and tlie services provided were non-investment-banking, non- 
securities-related: PPL Corp, Entergy Corp 

Rohini Malkani has in the past worked with the India government or its divisions in tier personal capacity. 

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc and its affiliates ("the 
Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking revenues 

For important disclosures (including copies of liistorical disclosures) regarding the companies that are the subject of this Citi Investment Research & Analysis product 
("the Product"), please contact Citi Investment Research & Analysis, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: Legal/Compliance In addition, the 
same important disclosures, with the exception of the Valuation and Risk assessments arid historical disclosures, are contained on the Firm's disclosure website a t  
www.citigroupgeo corn Valuation and Risk assessments can be found in the text of tlie most recent researcli notdreport regarding the subject company Historical 
disclosures (for up to the past three years) will be provided upon request 

Citi Investment Research & Analysis Ratings Distribution 
Data current as of 31 Mar 2010 BUY Hold Sell 
Citi Investment Research & Analysis Global Fundamental Coverage 51% 3 6% 14% 

Guide to  Citi Investment Research & Analysis (CIRA) Fundamental Research Investment Ratings: 
CIRA's stock recommendations include a risk rating and an investment rating 
Risk ratings, wliicli take into account both price volatility and fundamental criteria, are: Low (L), Medium (M), Higli (H), and Speculative (S)  
Investment ratings are a function of CIRA's expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating 

For securities in developed markets (US, UK, Europe, Japan, and Australia/New Zealand), investment ratings are:Buy (1) (expected total return of 10% or inore for Low-Risk 
stocks, 15% or more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-10% for Low-Risk stocks, 0%-15% 
for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return). 

Investment ratings are determined by tlie ranges described above at tlie time of initiation of coverage, a change in investment and/or risk rating, or a change in target 
price (subject to limited management discretion) A t  otlier times, t l ie expected total returns may fall outside of these ranges because of market price movements and/or 
other short-term volatility or trading patterns Such interim deviations from specified ranges wil l be permitted but will become subject to review by Research Management 
Your decision to buy or sell a security sliould be based upon your personal investment objectives and should be made only after evaluating the stock's expected 
performance and risk 
Guide to  Citi Investment Research & Analysis (CIRA) Corporate Bond Research Credit Opinions and Investment Ratings: CIRA's corporate bond researcli issuer publications 
include a fundamental credit opinion of Improving, Stable or Deteriorating and a complementary risk rating of Low (I), Medium (M), High (H) or Speculative ( S )  regarding 
the credit risk of the company featured in the report Tlie fundamental credit opinion reflects the CIRA analyst's opinion of the direction of credit fundamentals of the issuer 
without respect to  securities market vagaries The fundamental credit opinion is not geared to, but should be viewed in the context of debt ratings issued by major public 
debt ratings companies such as Moody's Investors Service, Standard and Poor's, and Fitcli Ratings CBR risk ratings are approximately equivalent to the following matrix: 
Low RiskTriple A to Low Double A; Low to Medium Risk Higli Single A through High Triple B; Medium to High Risk Mid Triple B through tiigli Double B; High to  Speculative 
Risk Mid Double B and Below The risk rating element illustrates the analyst's opinion of the relative likelihood of loss of principal when a fixed income security issued by a 
company is held to maturity, based upon both fundamental and market risk factors. Certain reports published by CIRA will also include investment ratings on specific 
issues of companies under coverage which have been assigned fundamental credit opinions and risk ratings. Investment ratings are a function of CIRA's expectations for 
total return, relative return (to publicly available Citigroup bond indices performance), and risk rating These investment ratings are: Buyloverweight the bond is expected 
to  outperform the relevant Citigroup bond market sector index (Broad Investment Grade, High Yield Market or Emerging Market), performances of which are updated 
rnontlily and can be viewed at https://fidirect.citigroup corn/ using the "Indexes" tab; HoWNeutral Weight the bond is expected to perform in line with the relevant Citigroup 
bond market sector index; or Sell/Underweight the bond is expected to  underperform the relevant sector of the Citigroup indexes 

Non-US research analysts who have prepared this report (i e ,  all research analysts listed below other than those identified as employed by Citigroup Global Markets Inc.) 
are not registered/qualified as research analysts with FINRA Such research analysts may not be associated persons of the member organization and therefore may not be 
subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public appearances and trading securities held by a research 
analyst account. Tlie legal entities employing tlie authors of this report are listed below: 

Citigroup Global Markets Inc 

% of conipanies in each rating category that are investnient banking clients 48% 46% 39% 

NON-US RESEARCH ANALYST DISCLOSURES 

Brian Chin,Hasan Doza, CFA 

OTHER DISCLOSURES 
The subject company's share price set out on the front page of this Product is quoted as at 12 May 2010 01:04 PM on the issuer's primary market. 

Citigroup Global Markets Inc and/or its affiliates has a significant financial interest in relation to  PPL Corp, Entergy Corp. (For an explanation of the determination of 
significant financial interest, please refer to  the policy for managing conflicts of interest which can be found at www citigroupgeo.com.) 

For securities recommended in the Product in wliich the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and may act as 
principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been recommended in the 
Product The Firm regularly trades in the securities of the issuer(s) discussed in tlie Product. Tlie Firin may engage in securities transactions in a manner inconsistent with 
the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal basis 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other obligations of any 
insured depositow institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal amount invested. Although 
information has been obtained from and Js based upon Sources that the Firm believes to be reliable, we do not guarantee its accuracy and it may be incomplete and 
condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and completeness of the disclosures made in the  Important Disclosures 
section of the Product The Firm's research department lias received assistance from the subject company(ies) referred to in this Product including, but not limited to, 
discussions with management of the subject company(ies) Firm policy prohibits research analysts from sending draft research to subject companies. However, it sliould be 
presumed that the autlior of the Product has had discussions with the subject company to ensure factual accuracy prior to publication All  opinions, projections and 
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PPL Corp (PPl) 
Forward Dark Spreads Bounce & PJM Capacity Prices Give A Lift: 
Upgrade To Buy 
Rising value of Genco creates the opportunity: PPL shares' are down . (20%) on a 
YTD basis, compared with a -2% increase for tlie S&P 500 Index, and a - (4%) 
decline in the Philadelphia Utility Index (UTY) In our note on 5/12/10, we had 
mentioned that this underperformance is worth nionitnring and could create an 
opportunity in PPL sliares Two recent events have led us to take a constructive 
view 1) Based on our latest commodity curve, we have noted an upward bounce 
in forward dark and quark spreads, whicl i  is value-add for PPL's generation unit 
on an 'Open' basis 2) The latest PJM capacity market auction results for the 
MAAC region, released on 5/14/10 (see accompanying note also issued today), 
provided positive upside versiis expectations 

Events and Catalysts to unfold in coming months: We expect t l ie following 
events/catalysts to unfold in tlie next 4-5 months 1) Possible resolution of 
Kentucky rate cases 2) Deliberation of the E On US asset purchase 3 )  Possible 
issuance of -$3B common equity & mandatory converts 4) Staff Recommendation 
for the PA General Rate Case We discuss the tinieframe for each of tl iese events 
later in the report 

Cheap valuation and attractive dividend yield: PPL is trading at a P/E multiple of 
-8 5x on both 2011 and 2012 earnings, vs - 1 O x  lor the integrated utility 
universe This meaningful discount is complemented with an above-average 
dividend yield of 5 5%, offering a i l  attractive total return opportunity 

Buy/Mediurn Risk 1M 

Price (14 May 10) US$25 56 
Target pr ice US$30 50 

Expected share price return 19 3% 
Expected div idend yield 5.5% 
Expected total return 24 8% 
Market Cap US$9,660M 

from Hold/Medium Risk 

from US$28 00 

Price Performance (RIG: PPL.N, BB: PPL US) 

USD 

26 

" ' .  24 . , 
30 30 31 ;1 ' 

Jun Sep Dec Mar 

We upgrade PPL Corp to Buy/Medium Risk. Our EPS estiiiiates are for the PPL 
stand-alone business However, our larget price of $30 50/share incorporates the 
impact of the proposed purchase of E On US assets Our Buy rating on PPL is non 
consensus, witli 9 out of 12 analysts rating i t  a Hold 

" " Brian Chin EPS a i  112 a3 a4 
2009A 0 58A 0 34A 0 52A 0 47A 1 9 1 A  1 9 5 A  +1-212-816-2861 

2010E 0 94A 0 68E 0 8OE 0 75E 3 20E 

Previous 0 94A 0 69E 0 80E 0 7 5 E  3 20E na Hasan Doza,  CFA 
201 1 E na na n a  n a  3 01E 3 1 0 ~  hasan d o z a 8 c i t i  corn 

Previous na na na na  3 01E na 

201 2E ria n a  n a  n a  2 97E 2.91E 

Previous na na na na  2 92E na 

Source Company Reports and datacentral ,  CIR FC Cons First C a l i  Consensus 

3 2 g ~  br ian chinQciti corn 

See Appendix A-1 for Analyst Certification. Important Disclosures and iion-US research analyst disclosures 

Citi Investment Research &Analysis is a division of Citigroup Global Markets Inc (the "Firm"), which does and seeks to do business withcompaniescovered in its research reports 
As a result, investors should be aware that the Firm may have a conflict of interest that could affect the ObJectivityof this report Investors should consider this report as only a 
single factor in making their investment decision 
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Fiscal veal end 31-Dec 2008 

12 7 
8 7  
1 9  
5 2  

2 02 
2 47 

13 53 
1 3 4  

2009 

13 4 
10 0 

1 8  
5 4  

1 9 1  
1 2 6  

14 37 
1 3 8  

201 OE 

8 0  
6 2  
1 5  
5 5  

3 20 
3 20 

16 87 
1 4 0  

201 1 E 

8 5  
6 4  
1 4  
5 6  

3 01 
3 01 

18 53 
1 4 3  

201 2E 

8 6  
6 5  
1 3  
5 7  

2 97 
2 97 

20 26 
1 4 6  

Valuation Ratios 
P/E adjusted (XI 
EV/EBITDA adjusted (x) 
P/BV (x) 
Dividend yield (%) 
Per Share Data (US$) 
EPS adjusted 
EPS reported 
BVPS 
DPS 

Profit & Loss W $ M )  
Net sales 
Operating expenses 
EBIT 
Net interest expense 
Non-operating/exceptionals 
Pre-tax profit 
Tax 
Extraord /Min Int /Pref div 
Reported net income 
Adjusted earnings 
Adjusted EBITDA 
Growth Rates (%I 
Sales 
EBIT adjusted 
EBITDA adjusted 
EPS adjusted 

7,427 
-5,108 
2,320 
-575 

5 
1,750 
-569 

-35 
1,146 
1,146 
2,847 

2 8  
0 1  
1 4  

-1 6 

8,044 
-6,487 
1,557 
-459 
284 

1,382 
-440 

-12 
930 
760 

2,011 

23 8 
28 0 
21 4 

-22 3 

7,546 

1,351 
-6,195 

-390 
-330 
63 1 

-126 
-30 
475 
720 

1,804 

-6 2 
-12 8 
-10 3 

-5 5 

8,080 

2,389 
-548 

19 
1,861 
-611 

-36 

-5,690 

1,213 
1,213 
2,861 

7 1  
76 9 
58 6 
67 6 

7,222 

2,317 
-560 

5 
1,761 
-576 

-35 
1,150 
1,150 
2,808 

-4,905 

-10 6 
-3.0 
-1.9 
-5.7 

Cash Flow (US$M) 
Operating cash flow 
Depreciation/amortization 
Net working capital 
Investing cash flow 
Capital expenditure 
Acquisitions/disposaIs 
Financing cash flow 
Borrowings 
Dividends paid 
Change in  cash 

1,589 
461 
-39 

-1,627 
-1,503 

-103 
721 

1,255 

667 
-49 1 

1,609 
453 

-107 
-659 

-1,225 
227 

-1,271 
-770 
-517 
-297 

1,996 
472 
287 

-1,526 
-1,688 

162 
361 
811 

-530 
838 

1,761 
49 1 

0 
-1,969 
-1,969 

0 
-470 

0 
-545 
-678 

1,673 
527 

0 
-1,970 
-1,970 

0 
12 

350 
-563 
-285 

Balance Sheet (US$M) 
Total assets 
Cash & cash equivalent 
Accounts receivable 
Net fixed assets 
Total liabilities 
Accounts payable 
Total Debt 
Shareholders' funds 

21,405 
1,250 

533 
12,416 
16.009 

766 
8,517 
5,396 

22,078 
800 
468 

13,174 
16,350 

619 
7,782 
5,729 

23 9 
13 7 
7 2  

121 9 
57 6 

25,852 
1,722 

559 
13,977 
19,106 

796 
8,491 
6,703 

35 4 
20 6 
10 1 

101 0 
55 9 

26,681 
1,073 

559 
15,455 
19,264 

796 
8,491 
7,374 

38 9 
17 1 
9 2  

100 6 
53 5 

27,830 
779 
559 

16,898 
19,614 

796 
8,841 
8,173 

38 3 
15 4 
8 6  

98 6 
52 0 

For lurther data queries o n  Citi's full coverage universe 
please contact CIR D a b  Services Americas a t  
ClROataServicesAiaericasQciti com or + I - 2  12-816-5336 

Profitability/Solvency Ratios (%) 
EBITDA margin adjusted 25 0 
ROE adjusted 14 3 
ROlC adjusted 6 6  
Net debt to equity 134 7 
Total debt to  capital 61 2 



PPL Carp (PPI_) 
16 May 2010 Attractive Valuation Combined with Upcoming 

Catalysts Creates An Investment Opportunity 

We expect the following events/catalyst to unfold in the next 4-5 months Given 
the meaningful YTD underperformance, and low expectations lor PPL shares, we 
think [ l ie successful resolution of at least some of these events, would lift the 
uncertainty associated with the company, and be positive for its shares 

Figure 1. Expected Timeline for Upcoming Events 

Possible resolution of KY Rate Cases 6/1/10 8/31/10 
E.On US asset purchase deliberation 6/1/10 
Equity Issuances 8/1/10 
PA General Rate Case (Staff Rec, etc) 7/1/10 

9/30/10 
1011 5/10 
12/3 1/10 

Source. Ci t i  Investment  Research and  Analysis Note tha t  these dates are approximate est imates 

For more details on the events surrounding the E On asset purchase, and the 
Kentucky rate cases ,please see our last PPL note, published last week at 
llillii  //WWV! ( i ~ i f i l  0111)FeO ( o i i l ~ i i ~ l i / S N ~ 5 6 2 3 i - ,  i& 

Near Term Rebound in Dark and Quark Spreads Opens 
Window Of Opportunity 

We had downgraded PPL Corp in late March, with the view of lower dark 
and quark spreads impacting Lhe value of the company on an 'Open' basis 
During the last month, we have observed a bounce in both 2012 forward 
dark and quark spreads This has been due to a rebound in natuial gas 
prices, as well decline in forward coal prices 

As a result, the value of PPL's generation unit is inipacted positively, as we 
utilize an 'Open EBITDA' approach to value that business We include the 
detailed calculations in the valuation section of this note 

Figure 2. Forward 201 2 PJM CAAP Dark Spread 

I 1  00 

36 00 

31 00 

26 00 
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-4-2012 

Source: Citi Investment  Research and Analysis 
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Figure 3 Forward 201 2 ATC power price in PJM 

67 00 

62 00 
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5200 1 
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Source: Ci t i  Investment Research and Analysis ATC power price i s  used as a proxy for quark spread in PJM 

Incremental Capacity Value from '13/'14 RPM Auction 

In the '13/ '14 RPM results released on 5/14/10, the capacity price for the 
MAAC region of the PJM came in at $226/Mw-day PPL l ias one of tlie 
largest loads in tlie MAAC region, with -8,600MWs of capacity, adjusted for 
expected forced outage rates O u r  expectations were for the MACC price was 
$136/Mw-day 

We calculate that the incremental value created for PPL is - $l/share We 
utilize two methodologies to calculate the value lor PPL 1) In our valuation, 
we utilize an NPV approach, which incorporates the actual '13/'14 RPM 
results, as well as our long-term capacity price assumptions 2) Below, we 
also show a more siniplified multiple approach, were we calculate the 
increniental EPS benefit to PPL in 2013, based on the '13/ '14 prices, and 
apply a P/E multiple on that incremental capacity earnings 

The value-creation under both methodologies are approximately the same 

Figure 4. Incremental Capacity Value from '13/'14 Auction 

a PPL MAAC Capacity (in MW) 8612 RPM auction year k,.-- I d  
b $Mw-day (updaled caledarized) 179 69 MAAC Capcity Results 133 37 226 

135 00 
d = b-c lricreinental $/Mw-day acliieved 44 69 
e = d'365 $/Mw-year 16310 Caledariied capacity price 179 69 

140 f = a'e 
g = I x 6 Alter tax 84 

386 h PPL 'stand-alone' s l i m s  o/s 
I = gl l i  EPS impact iii 2013 :- - - ! ? 2 - - ;  
I Normalized 2013 multiple 10 ox 
k Discouiit take or normalized niiillx 50% 

Flin 

C 1- $/Mw-day (original calendarized) - - - - - - - - - 

- - - - - - - - - Revenue/year (in millions) 

- - - _ _ _ I _ _  

5 . 0 ~  

n 25 6 PPL share price (5/14/10) 
: 426% o=m/n % 01 sliare price 

I = I  'k Appplied 2013 mulliple - -  ______. 
m = i*I Value to PPL L- .!E ~ -; 

~ - - - - - - - - 
- - - - - - - - - 

Source Ci t i  Investment Research and Analysis Note that  PPL capacity of 8,612MW's i s  adjusted for expected 
torced outage 
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Figure 5. Click here to add title 
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Source: Ci t i  Investment Research a n d  Analysis 

In our c,oncurrent capacity market note at 
1 1  I I 1)s : iiwww . (, i I igmx:m~ . (.i I r ni I )< I  I /I; hi A 564 2 '5 . I ):I I , we est i mat e 1 lie nea r le r m 
impac,t to PPL's shares from the capac.ity market results will also be roughly 
$l/share, based on how the market reacted to AYE shares one year ago when 
RTO prices liad a signi lkant negative downside surprise 

Stand Alone Value Is Attractive 

PPL shares' liave inearlingfully underperformecl following its announcement o f  
tlie purchase of E On US assets The uiiderpeiforinance has been due to the 
nearlmecliuin-term dilutive nature of the purchase, and also due to the need to 
issue large amounts of equity to finanre tlie transaction Given the attractive 
nature of PPL's 'stand-alone' business, with a mix of nuclear and fully 
'scrubbed' coal plants in the generation fleet, we think it is possible that a bid 
could be made for PPL's 'stand-alone' business, particularly given the negative 
reaction towards PPL's proposed acquisitlon of the Kentucky assets 

Although we view the possibility of sucli a bid to be low at this point, we can 
not rule it out given the attractive 'stand-alone' value of PPL We calculate 
PPL's stand-alone value to be - $32 50/share, offering -27% upside, i f  sur h a 
scenario were to take place 

Detailed Stand-Alone Valuation 

Valuation of Generation Business: 

We value PPL's generation business on an 'Open EBITDA' basis, based on 
our expected Open EBITDA in 2012 We expect PPL's generation business 
to generate an Open EBITDA of -$I 2B We then apply an 8x multiple to 
calculate an EV of -$9 9B 

We estimate that the Marketing & Trading (M&T) business will earn $34mnI 
of gross margin 111'12 (essentially flat vs 2011) Given the volatility 
associatecl with M&T businesses in general, we apply a 4x multiple to 
calculate an EV of $136mm 

PPL's generation segment also has a service business which we estmate to 
generate gross margin of $25mnl In '12 (essentially flat vs 201  1) We apply 
a 5x multiple to the Service business to calculate an EV of $125mm The 
service business' below-gross margin expenses are rolled into the overall 
SG&A that we apply to the core generation business, for our valuation 
purposes 

Therefore, in total, we calculate an EV for PPL's generation business io be 
- $ l o  1B We then subtract expected net debt of -$3 6B, which we allocate 
to the merchant business based on our review of cash flow volatility and 
appropriate capital structures We calculate the equity value of the 
merchant business to be -$6 5B We then make several adjustments to this 
equily value 

Positive Adjustments to Equity Value 

NPV of LIT Term Capacity Price: One of the important assumptions for this 
adjustment is the long-term capacity price assumption for the MAAC region 
of the PJM, since the vast majority of PPL's installed capacity is located in 
MAAC PPL has only one plant, the 574MW plant in IL, in the RTO region of 
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the PJM 
term terniinal value of $lSO/MW-day by 2017 

O u r  capacity value assumptions "fade" the MAAC price to a long 

Figure 6. Updated L/T Capacity Price Assumptions 

MAAC ($/Mw-d) 110 00 133 37 226 00 i 200 00 175 00 150 00 
RTO($/Mw-d) 11000 1646 27 00 50 00 7500 10000 

New Eng ($/kw-rno) 3 15 2 59 2 8 5  i 3 3 0  3 60 3 90 

Source: Ci t i  Investment Research  a n d  Ana lys is  

Updated '13/'14 price for the MAAC region: Based on the '13/ '14 RPM resulls, 
we are incorporating the $226/Mw-day price for MAAC into our valuation This 
compares with our previous forecast of $135/Mw-day for the '13/'14 auction 

Updated Long-term forecast for MAAC: In order to be conservative in our long- 
term valuation for PPL, we assume that capacity price in MAAC actually 
decreases slightly beginning with the '14/ '15 auction, and then gradually 
declines to $150/Mw-day - the same level that we had previously forecast We 
understand this assumption could be viewed as soniewhat conservative, but we 
underlake this in order to prevent 1) Assigning a terminal value lo the 
$226/Mw-day result reached in the '13/ '14 auction and 2 )  Given the year-over- 
year volatility of capacity prices in the annual RPM aurt ions, this is done to 
prevent froin assigning any 'extra' value froni future capacity prices, which are 
unknown at this point 

Updated Long-term forecast for RTO: The RTO price for '13/ '14 auction came 
in at $27/Mw-day, below the $50/mw-day assumption included in  PPL 
valuation We assume a more gradual recovery in RTO price, and assume a 
long-term price of $lOO/mw-day by the '16/'17 auction, vs our previous 
forecast of $142/mw-day 

The capacity price for the '12/ '13 auction in the MAAC region of the PJM is 
$133 37/Mw-Day Since our valuation is based on 2012, the capacity price for 
MAAC used in our assumption is -$121/Mw-day, which is an average of the 
capacity prices in the '11/ '12 and '12/'13 auctions 

We calculate an NPV of the delta between our long-term capacity forecast, and the 
level embedded in our 2012 estimate We undertake this for the MAAC, RTO and 
New England (PPL has -300Mw of capacity in NE) 

The total NPV value from future capacity prices is -$763mm This is an 
incremental -$368mm increase in  value (or -,$l/share) frrjm capacity market 
uplift vs. our prior research This is consistent with the value-created from the P/E 
multiple approach, provided earlier in the report 

NPV of Power Hedges. PPL's generation business has entered into power 
hedges for '12 that are 'in the money' based on current commodity prices 
We calculate the NPV of the above-market power hedges to be -$301mm 

NPV of Nuclear fuel contract: We estimate that PPL's generation segment 
has a nuclear fuel contact that is ' in the money' by -$2/Mwh This ' in the 



PPL Carp (PPL) 
16 Mav 2010 

money' contract is in effect until 2015 We calculate Ihe NPV of this 
contract to be -$8 l i i i n i  

NPV of Coal contract: We estimate t l ial  PPL's eastern generation fleet has a 
coal contract for 31nni tons that runs through 2018 Our understanding is 
that the hedge price for this 3nlm tons is -$5O/ton Therefore, based on oui 
expected '12 NAAP price of -$70/ton (5% discount to $73 50/ton CAAP 
price in '12), this 3mm is ' in the money' by -$20/toii, which is a substantial 
amount We also give value to ' in the money' coal hedges that PPL has for 
2012 The total NPV benefit f iom bclow-market coal contracts are 8407mm 

NPV of future Climate Change Legislation: We assunie that a Climate 
Change legislation is inipleinentecl in 2019, wilh a price for Carbon of 
$15/lon We calculate the NPV of a future Climate Change legislation to be 
$369111m 

NPV of Longview PPA: We assume a 20-year life Tor Lhe 300MW PPA We 
assuine a 90% capacity factor (which would be typical for a new coal plant), 
and then apply a 2012 forwarcl PJM dark spread of -$20/Mwh We then 
subtract O&M to arrive an EBITDA of $40mm/per year for l l ie Longview PPA 
We calculate the NPV of this PPA to be $203mnI 

Negative Adjustments to Equity Value 

NPV of Colstrip Lease payments PPL's generation segment has a 36-year 
lease on its Montana coal plant, the Colstrip facility,that was originally 
signed back in 2000 The annual lease paynients are $40fl lnl  We treat the 
NPV of the lease payments as  debt, therefore, add-back the lease payments 
to our EBITDA We calculate the NPV of the Colstrip lease paynients to be 
$363 n i  n1 

After incorporating al l  the above-mentioned adjustments, we calculate the 
adjusted equity value of PPL to be -$8 3B This equates to $22/share We 
then discount it back half-year, at 11%, to end of 2011, for a one-year forward 
value of $2l /share 

Value of Regulated Utilities 

We estimate the PA Utility earns $0 39/share in 2012 We apply a 13x P/E 
multiple to calculate a value of -$5/share 

We estimate the UK utility, WPD, earns $0 5l /share in 2012 This is based 
on a GBP/USD 2012 forward FX rate of 1 50  We assume an inflation factor 
of 2% in 2012 We apply a 13x niultiple to calculate a value of -$7/share for 
WPD 

Therefore, together we value PPL's current 'stand-alone' regulated utilities to 
be -$12/share We then discount this by half-year, at 11%, to calculate a one- 
year forward value of -$11 50/share 

Total Value 

Incorporating the present value of the Generation business of $2l /share,  
and the -$11 50/share for the regulated utilities, we calculate a stand-alone 
value of PPL of -$32 50/share 

Assuming that the LG&E and KU purchase is approved, we calculate a 
-(7%) dilution to PPL in 2012 Therefore, we subtract -$2 OO/share ( -7% 

- 
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of stand-alone value of $31  5O/share), to calculate a pro-forma larget value 
of -$30 50/sliare 

PPL Corp 
Com pa ny description 

PPL Corp (PPL) is a holding company whose principal subsidiaries gcnerate, 
distribute, and transmit electricity PPL Generation owns more than 11,000 
megawatts (MW) of unregulated generation assets, predominantly in 
Pennsylvania and Montana PPL Electric, the Pennsylvania regulated utility, 
delivers electricity to 1 4 niill ion customers in Pennsylvania PPL Energy Plus 
supplies unregulated wliolesale and retail electricity and energy services to 
customers in the Mid-Atlantic region PPL also owns WPD, which is the 
electricity network operator for South West England and South and West Wales 
The company delivers electricity to 2 5mm customcrs over a 26,000 sq km 
service area 

Investment strategy 

We rate tlie shares of PPL Buy / Medium Risk (1M) In spite of PPL's 
significant hedges over its merchant generation fleet, we find the recent 
compression in forward dark spreads too large to leave material upside for PPL 
shares We also continue to have a caulious view towards forward dark 
spreads We would reconsider our stance i f  forward dark spreads show signs of 
improvement not reflected in the share price 

Va I uat ion 

We value PPL on a sum-of-the parts basis, where we value the US and the UK 
regulated businesses on a P/E basis, and value the generation business on 
EV/EBITDA basis We use the 'Open EBITDA' approach in valuing the 
generation business, and incorporate NPV of both power and fuel hedges, NPV 
of a future Climate Change Legislation, NPV of future capacity prices, NPV of 
the Colstrip facilities lease payments, as well as NPV of possible future 
environmental obligations We calculate the present value of the Generation 
business to be - $2l/share, based on an EV/EBITDA niultiple of 8x 

We calculate the combined present value of the regulated businesses Lo be 
approximately -$ll 50/share, based on a P/E of 13x on our estimated 2011 
earnings for the US and CIK utility The combined totals result in our target 
price of -$32 50/share We then deduct -$2 OO/share to take into account the 
pro-forma impact of the Kentucky transaction to calculate a pro-forma target 
Drice of -$30 50/share 

Risks 

We rate PPL Medium Risk, due to its regulated business mix (approximately 
-30% of expected 201 1 EPS), as well for high-degree of hedging for the 
generation fleet Additionally, even though PPL's generation segment will 
effectively operate as a fully deregulated entity, beginning in 2010, one of the 
primary reasons we classify PPL Corp as a Medium Risk company, is due to 
the fact that the vast majority of PPL's Generation assets are located in one 
geographic area - Pennsylvania, an area which the generation unit has a 
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history of serving load Therefore, it gives us coinfort that even when the 
generation unit operates as a fully de-regulated entity, it will use its market 
knowledge of Pennsylvania load pockets to make optinial derisions for its 
generation assets 

Risks we see to the stock achieving our target [price include the following: 

Transition to Market Rates in 2010 I f  political pressures concerning the 
transition to a market based structure were to arise in Pennsylvania, earnings 
power in '10 and beyond corild be impacted 

Execution of the E On US asset purchase PPL's managenient of regulatory 
relationships in Kentucky will be to obtaining an approval for the purchase of 
LG&E and KU Additionally, PPL will also need to navigate through the pending 
rate case for tliese two utilities Any failure to management regulatory 
relationships constructively during this process could risk the long-term value 
of LG&E and KU Additionally, assuming that the asset purchase is approved, 
PPL will also need to successfully execute a large equity offering to finance the 
purchase A failure to execute the equity offering well could also impact the 
long-term value of the combined entity 

Rate Case filing in 2010 lor PA regulated utility PPL could face consuiner and 
political backlash when i t  files for a new rate case in 2010, with the backdrop 
of already higher prices for consumers due to the transition to 'market rates' 
coinbined with a weak local and national economy 

International Operation PPL's primary foreign subsidiary is its electric 
distribution business in the UK, called WPD Performance of this business 
could be impacted by fluctuations in FX rates between the USD&GBP, 
combined with deteriorating regulatory dynamics or actions, that might impair 
PPL's ability to recognize earnings and cash flow from the WPD subsidiary 
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Citigroup Global Markets, Inc and Morgan Stanley that  now form Morgan Stanley Smi th Barney LLC, rather than to  Morgan Stanley Smi th Barney LLC in i t s  entirety For 
Morgan Stanley and Cit igroup Global Markets, Inc specific disclosures, you may refer to www morganstanley com/researchdisclosures and 
https://www citigroupgeo.com/geopublic/Disclosures/index-a.html 
This ClRA research report has been reviewed and approved on behalf of Morgan Stanley Smi th Barney LLC This review and approval was conducted by the same person who 
reviewed th is  research report on behalf of ClRA This could create a confl ict of interest 

The Citigroup legal entity that  takes responsibility for the production of the Product is  the  legal entity which the f i rs t  named author is employed by. The Product i s  made 
avai lable i n  Austral ia througli  Cit igroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No 240992), part icipant of the ASX Group and regulated by the 

https://fidirect
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Austral ian Securities & Investments Commission Citigroup Centre, 2 Park Street, Sydney, NSW 2000 The Product is  made avai lable in Austral ia t o  Private Banking 
wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098) Citigroup Pty Limited provides a l l  f inancial product advice to  Austral ian Private 
Banking wholesale cl ients through bankers and relat ionship managers I f  there i s  any doubt about the suitabi l i ty of investments held iii Cit igroup Private Bank accounts, 
investors should contact the Cit igroup Private Bank in Australia Citigroup companies may compensate aff i l iates and their representatives for providing products and 
services to cl ients The Product i s  made avai lable i n  Brazil by Citigroup Global Markets Brasi l  - CCTVM SA, which is  regulated by CVM - Comiss2o de Valores Mobiliarios, 
BACEN - Brazi l ian Central Bank, APIMEC - AssociaC2o dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBlD - AssociaCBo Nacional dos Bancos 
de Investimento. Av Paulista, 1111 - 1 l " a n d a r  - CEP 01311920 - Sao Paulo - SP If the Product is  being made avai lable i n  certain provinces of Canada by Citigroup 
Global Markets (Canada) Inc ("CGM Canada"), CGM Canada has approved the Product Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M512M3. The 
Product is  made avai lable i n  France by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority 1-5 Rue Paul Cezanne, &me, 
Paris, France The Product may not be distr ibuted to private clients in Germany The Product is  distr ibuted i n  Germany by Cit igroup Global Markets Deutschland AG & Co 
KGaA, which is  regulated by Bundesanstalt  fuer Finanzdienstleistungsaufsiclit (BaFin) Frankfurt am Main, Reuterweg 16, 60323 Frankfurt am Main If the Product is  
made avai lable in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Ltd , it is  attr ibutable to  Citigroup Global Markets Asia Ltd , Cit ibank Tower, Cit ibank Plaza, 
3 Garden Road, Hong Kong Cit igroup Global Markets Asia Ltd is regulated by Hong Kong Securities and Futures Commission. If the Product is  made avai lable i n  Hong 
Kong by The Citigroup Private Bank to its clients, it i s  attr ibutable to  Cit ibank N A ,  Cit ibank Tower, Cit ibank Plaza, 3 Garden Road, Hong Kong The Citigroup Private Bank 
and Cit ibank N.A is  regulated by the Hong Kong Monetary Authority The Product is  made avai lable i n  India by Cit igroup Global Markets India Private Limited, which is  
regulated by Securities and Exchange Board of India Bakhtawar, Nariman Point, Mumbai 400-021 The Product is  made avai lable i n  Indonesia through PT Citigroup 
Securities Indonesia 5/F, Cit ibankTower, Bapindo Plaza, I I  lend Sudirman Kav 54-55, Jakarta 12190 Neither this Product nor any copy liereof may be distr ibuted i n  
Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except i n  compliance w i th  appl icable capi ta l  market laws and regulations 
This Product is  not an  offer of securities i n  Indonesia The securities referred to i n  th is  Product liave not been registered w i th  the Capital Market and Financial Inst i tut ions 
Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, and may not be offered or sold wi th in  the territory of the Republic of Indonesia 
or to Indonesian citizens through a public offering or i n  circumstances wl i ic l i  consti tute an  offer within the meaning of the Indonesian capi ta l  market laws and regulations 
The Product is  made avai lable i n  Israel through Cit ibank NA, regulated by the Bank of Israel and the Israel i  Securities Authority Citibank, N A, Plat inum Building, 2 1  
Ha'arba'ah St, Tel Aviv, Israel The Product is  made avai lable i n  Italy by Citigroup Global Markets Limited, which is autl ior ised and regulated by Financial Services 
Authority Foro Buonaparte 16, Milan, 20121, I taly The Product is made avai lable i n  Japan byc i t igroup Global Markets Japan Inc ("CGMI"), which is regulated by 
Financial Services Agency, Securities and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange 
Shin-Marunouchi Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan If the Product was distr ibuted by Nikko Cordial Securities Inc it is  being so distr ibuted 
under license In  the event t ha t  an error i s  found in  an  CGMJ research report, a revised version wil l  be posted on the Firm's Global Equities Online (GEO) website If you 
l iave questions regarding GEO, please ca l l  ( 81  3) 6270-3019 for help The Product is  made available i n  Korea by Cit igroup Global Markets Korea Securities Ltd , which is  
regulated by Financial Services Commission and the Financial Supervisory Service Hungkuk Life Insurance Building, 226 Shinmunno I-GA, Jongno-Gu, Seoul, 110-061 
Tlie Product is  made avai lable i n  Malaysia by Cit igroup Global Markets Malaysia Sdn Bhd, which is regulated by Malaysia Securities Commission Menara Citibank, 165 
Jalan Ampang, Kuala Lumpur, 50450. The Product is  made avai lable i n  Mexico by Acciones y Valores Banamex, S.A De C V , Casa de Bolsa, lntegrante del Grupo 
Financier0 Banamex ("Accival") which is  a wholly owned subsidiary of Citigroup Inc and is  regulated by Comision Nacional Bancaria y de Valores Reforma 398, Col Juarez, 
06600 Mexico, D.F In  New Zealand the Product i s  made avai lable through Citigroup Global Markets New Zealand Ltd (Company Number 604457), a Part icipant of the New 
Zealand Exchange Limited and regulated by the New Zealand Securities Commission Level 19, Mobile on the Park, 157 Lambton Quay, Wellington The Product is  made 
avai lable i n  Pakistan by Cit ibank N A Pakistan branch, which i s  regulated by the State Bank of Pakistan and Securities Exchange Commission, Pakistan AWT Plaza, 1 1 
Chundrigar Road, P 0 Box 4889, Karachi-74200 The Product is made avai lable i n  Poland by Dom Maklerski Banku Handlowego SA an  indirect subsidiary of Citigroup Inc., 
which is regulated by Komisja Nadzoru Finansowego Doni Maklerski Banku Handlowego S A  uI Clialubinskiego 8,OO-630 Warszawa. The Product is  made avai lable i n  the 
Russian Federation through ZAO Citibank, which is  licensed to carry out banking activi t ies i n  the Russian Federation in accordance w i th  the general banking license issued 
by the Central Bank of the Russian Federation and brokerage activi t ies i n  accordance with the license issued by the Federal Service for Financial Markets. Neither the 
Product nor any information contained i n  the Product shal l  be considered as advert ising the securities mentioned in this report wi th in  the territory of the Russian Federation 
or outside the Russian Federation The Product does not consti tute an appraisal within the meaning of the Federal Law of the Russian Federation of 2 9  July 1998 No. 135- 
FZ (as amended) On Appraisal Activities in the Russian Federation 8-10 Gasheka Street, 125047 Moscow The Product is made avai lable i n  Singapore through Citigroup 
Global Markets Singapore Pte Ltd., a Capital Markets Services Licence holder, and regulated by Monetary Authority of Singapore I Temasek Avenue, 1139-02 Mil lenia 
Tower, Singapore 039192. The Product is  made avai lable by The Citigroup Private Bank in  Singapore through Cit ibank, N A ,  Singapore branch, a licensed bank i n  
Singapore that  is  regulated by Monetary Authority of Singapore Citigroup Global Markets (Pty) Ltd is  incorporated i n  the Republic of South Africa (company registration 
number 2000/025866/07) and its registered off ice is  a t  145 West Street, Sandton, 2196, Saxonwold Cit igroup Global Markets (Pty) Ltd is  regulated by JSE Securities 
Exchange South Africa, South Afr ican Reserve Bank and the Financial Services Board The investments and services contained lierein are not avai lable to private 
customers i n  South Africa The Product is  made avai lable i n  Spain by Citigroup Global Markets Limited, which i s  authorised and regulated by Financial Services Authority. 
29 Jose Ortega Y Gassef, 4 th  Floor, Madrid, 28006, Spain The Product i s  inade avai lable i n  Taiwan through Cit igroup Global Markets Taiwan Securities Company Ltd , 
which is regulated by Securities & Futures Bureau No portion of the report may be reproduced or quoted i n  Taiwan by the press or any other person No. 1, Songzhi Road, 
Taipei 110, Taiwan The Product i s  made avai lable in Thailand through Citicorp Securities (Thailand) Ltd ,wh ich  is  regulated by the Securities and Exchange Commission 
of Thailand 18/F, 22/F and 29/F, 82  Nortli Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand The Product i s  made avai lable i n  Turkey through Cit ibank AS which is  
regulated by Capital Markets Board Tekfen Tower, Eski Buyukdere Caddesi !I 209 Kat 26,  23294 Levent, Istanbul, Turkey In  the U A E, these materials (the "Materials") 
are communicated by Citigroup Global Markets Limited, DIFC branch ("CGML"), an  entity registered i n  the Oubai International Financial Center ("DIFC") and licensed and 
regulated by the Dubai Financial Services Authority ("DFSA" to Professional Clients and Market Counterparties only and should not be relied upon or distr ibuted to Retail 
Clients. A distr ibution of the dif ferent ClRA rat ings distr ibution, i n  percentage terms for Investments i n  each sector covered is made avai lable on request Financial 
products and/or services to which the Materials relate wi l l  only be made avai lable to  Professional Clients and Market Counterparties The Product is  made avai lable i n  
United Kingdom by Citigroup Global Markets Limited, which is  authorised and regulated by Financial Services Authority This material may relate to  investments or services 
of a person outside of the UK or to  other mat ters  which are not regulated by the FSA and further detai ls as  to where th i s  may be the  case are avai lable upon request i n  
respect of th is  material Cit igroup Centre, Canada Square, Canary Wharf, London, E14 5LB The Product is  made avai lable i n  United States by Citigroup Global Markets 
Inc, which is  regulated by FINRA and the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013. Unless specified to the contrary, within EU 
Member States, the Product i s  made avai lable by Citigroup Global Markets Limited, which is  regulated by Financial Services Authority Many European regulators require 
tha t  a f i rm  must  establish, implement and make avai lable a policy for managing confl icts of interest arising as a result of publ icat ion or distr ibution of investment 
research The policy appl icable to  CIRA's Products can be found a t  www citigroupgeo com Compensation of equity research analysts i s  determined by equity researcli 
management and Citigroup's senior management and is  not linked to specific transactions or recommendations. The Product may l iave been distr ibuted simultaneously, i n  
mult iple formats, to the Firm's worldwide inst i tu t ional  and retai l  customers. The Product is  not to be construed as  providing investment services i n  any jurisdict ion where 
the provision of such services would not be permitted Subject to the nature and contents of the Product, the investments described therein are subject to f luctuations i n  
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price and/or value and investors may get back less than originally invested Certain high-volatility investments can be subject to  suddeii and large falls in value that could 
equal or exceed the amount invested Certain investments contained i n  the Product may liave tax implications for private custoiners whereby levels and basis of taxation 
may be subject to  change If in doubt, investors should seek advice froni a tax adviser The Product does not purport to identify the nature of the specific niarket or other 
risks associated with a particular transaction Advice in the Product is general and should not be construed as personal advice given i t  has been prepared without taking 
account of the objectives, f inancial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, consider the appropriateness of 
the advice, having regard to their objectives, f inancial situation and needs Prior to  acquiring any financial product, i t  is  the client's responsibility to obtain the relevant 
offer document for the product and consider i t  before malting a decision as to whether to purchase the product. 

0 2010 Citigroup Global Markets Inc Citi Investment Research & Analysis is a division and service niark of Citigroup Global Markets Inc and its affi l iates and is used and 
registered throughout the world Citi and Citi wi th Arc Design are trademarks and service marks of Citigroup Inc and i t s  affi l iates and are used and registered throughout 
the world All r ights reserved Any unauthorized use, duplication, redistribution or disclosure i s  prohibited by l aw  and wi l l  result i n  prosecution Where included in th is 
report, MSCl sourced information i s  the exclusive property of Morgan Stanley Capital International Inc (MSCI) Without prior written permission of MSCI, this information 
and any other MSCl intellectual property inay iiot be reproduced, redisserninated or used to create any financial products, iricluding any indices This information is 
provided on an "as is'' basis The user assumes the entire risk of any use made of th is information MSCI, i t s  affi l iates and any third party involved in, or related to, 
computing or compiling the inforination liereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose 
with respect to any of th is information. Without l imiting any of the foregoing, in no event shall MSCI, any of i ts  affi l iates or any thi rd party involved in, or related to, 
computing or compiling the information liave any liability for any damages of any kind MSCI, Morgan Stanley Capital International and the MSCl indexes are services 
inarks of MSCl and i ts affi l iates The inforination contained in the Product is  intended solely for the recipient and may not be further distributed by the recipient The Firm 
accepts no l iabil i ty whatsoever for the actions of third parties The Product may provide the addresses of, or contain liyperlinks to, websites Except to the extent to which 
the Product refers to  website material of the Firm, the Firm has not reviewed the linked site Equally, except to the extent to which the Product refers to website material of 
the Firm, the Firm takes no responsibility for, and niakes no representations or warranties whatsoever as to, the data and information contained therein Sucli address or 
hyperlink (including addresses or hyperlinks to  website material of the Firm) is provided solely for your convenience and information and the content of the linked site does 
not in anyway forin part of this document. Accessing such website or following such link through the Product or the website of the Firm shall be at your own risk and the 
Firm shall have no liabil i ty arising out of, or in connection with, any such referenced website 
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PPL Corporation 

What‘s Changed 
Rating Equal-weight to Overweight 
Price Target $28.00 to $29.00 

We think investors should buy PPL, which we are 
upgrading to Overweight. The stock is down 22.4% 
YTD due in part to PPL’s announced acquisition of two 
regulated Kentucky utilities from E.Qn. PPL trades at 
9 . 7 ~  201 3e EPS (“normalized” earnings), which is cheap 
vs. its diversified peer group, especially since this deal 
increases PPL’s regulated footprint and should re-rate the 
valuation. Our $29 target suggests a 23% total return. 
Investors are getting “paid to wait” with a 5.7% yield for 
catalysts (merger approval, rate case decisions, 
financings). Unlike many of its peers, PPL doesn’t need 
power prices to go up for the stock to work. 

Deal should close by YE, financing is an overhang 
but it is priced in. PPL intends to acquire E.On’s US 
utilities for $7.63 billion by YE’10. No shareholder 
approval is required. Consistent with PPL’s guidance, we 
assume the deal is financed by issuing $2.5bn of stock, 
$750m of hybrids, $350m of cash, and issue/ assume 
$4.0bn of debt. We assume that PPL issues stock at a 
modestly higher div yld than the defensive group average, 
which is where we see downside support for the stock. A 
$0.50 change in stock price assumption changes our TP 
by only $0.25, making financing assumptions less critical 
than they might appear. 

Deal looks accretive to EPS by 201 3. Better power 
markets plus strong pricing in the 2013-14 PJM capacity 
auction have driven our standalone/pro-forma estimates 
higher. The transaction appears $0.19 dilutive to EPS in 
201 1 and $0.05 accretive in 2013, when PPL’s power 
business is mostly tin-hedged. 

PPL is less levered to power markets, but retains 
upside. PPL’s EPS upside to a pwr mrkt recovery off our 
$2.55 number for a $5/MWh pwr px move is worth $0.37 
(15%) so they retain meaningful leverage while having 
mitigated their credit exposure to a prolonged downturn. 

Key Ratios and Statistics 

Reuters: PPL..N Bloomberg: PPL. US 
Elec. UtilitiesIDiversified I United States of America 

Price target 
Shr price, close (May 24. 2010) 

Mkt cap, curr (mm) 

52-Week Range 

$29.00 
$24 71 
$9,350 

$34 41-23 75 

Fiscal Year ending 12/09 12110e 12111e 12112e 

Modelware EPS ($) 1.96 3.40 3.05 2.95 

PIE 16.5 7.3 8.1 8.4 
Consensus EPS ($)§ 1.95 3.72 3.68 2.97 
Div yld (%) 4 3  5 7  6 0  6 4  
Unless otherwise noted all melrics are based on Morgan Stanley Modelware 
lramework (please see explanallon laler in this nole) 
(i = Consensus data is provided by FactSel Estimates 
e = Morgan Stanley Rcsearch estimates 

Prior Modelware EPS (9) - 3.30 3.15 3.05 

Accretion I Dilution For Acquisition of E.On U.S. 

Pro Forma Transaction Summary“ 2010E 2011E 2012E 2013E 

PPL Current EPS Estimates 340 305 295 250 
PPL Pro Forma EPS Eslimales 340 286 286 255 

Accretion Dilution (Slsh) 
Accretion Dilution (‘%) 

000 -0 19 -009 005 
On/. -6% -3% 2% 

Current Sharc Count Forecasl 379 381 384 386 
Pro Forma Share Count Forecast” 516 516 516 516 

Current Impact SSlMWh Changc in Pwr S O  04 $0 10 $0 24 S O  49 
Pro Forma Impact 55lMWh Change in Pwr S O  03 LO 07 $0 18 S O  37 

* A!..~UIIICI O w l  Clot;*!$ 12131110 WCI ,mwmv 111) DRIP lkii !)+e pro 10nii.i viiliialic,ii 

Morgan Stanley does and seeks to do business with 
companies covered in Morgan Stanley Research. As 
a result, investors should be aware that the firm may 
have a conflict of interest that could affect the 
objectivity of Morgan Stanley Research. Investors 
should consider Morgan Stanley Research as only a 
single factor in making their investment decision. 
For analyst certification and other important 
disclosures, refer to the Disclosure Section, 
located at the end of this report. 
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PPL Corp. (PPL, $24.71, Overweight, Price Target $29) 
Segment Valuation Investment Thesis 

PPL is buying LGEIKU from E On in order 
to lower its risk profile Like the stocks of 
other companies that have de-risked their 

think PPL's valuation will re-rate to the 

Standalone Valuation Pro Forma Valuation 
-_lll Bear Base Bull Bear Base Bull "" business mix (Dominion Resources) we 

PPL Electric 6 7 0  8 0 0  9 2 5  500 6 10 6 9 0  upside Our $29 target is 1 0 . 1 ~  2012 EPS 
UK Delivery 3 5 5  500  6 7 5  2 5 0  3 6 5  4 9 5  and 11 4x '13 (normalized) EPS 
LG&E I KU 000 000 000 7 5 0  9 2 5  1040 Stand-alone PPL earnings rise from 

$1.95/share in '09 to $3 401 share in '10 due 
to expiration of a legacy power contract, but 
EPS fall to $2.50 in '1 3, when PPL's 
merchant power segment is predominately 

GenCo I Parent 9 0 0  1600 2400  5 0 0  1000 1625 

ITotal Value $19.25 $29.00 $40.00 $20.00 $29.00 $38.50 I 
Source Morgan Stanley Research 

Price Target $29: Utility valued using DDM 

Bull 
Case 
$38.50 

Genco valued using "Op?n EBITDA 

11.3% ROE in 2012, stable post-2012 $7.00 mid-cycle gas case 
8% rate base growth to 2013, 3% LT 8 . 0 ~  "open" EV/EBITDA multiple 
13.0~2012 utility EPS of $1.33 = $17.30 Load serving margin rise to $150mm 
UK Deliverv worth 1 . 4 ~  RAB = $4.95 

._I....__I__ 

Base 
Case 
$29 

Bear 9.3% ROE in 2012 $5.00 mid-cycle gas case 
Case 
$20.00 

10.3% ROE in 2012, stable post-2012 $6.00 mid-cycle gas case 
8% rate base growth to 2013, 2% LT 7 . 0 ~  "open" EV EBITDA multiple 

12.6~ 2012 ute EPS of $1.21 = $15.35 Load serving margin rise to $100mm 
UK Delivery worth 1.17~ RAB=$3.65/shr 

4% rate base growth to 2013, 2% LT 6 . 0 ~  "open" EV EBITDA multiple 
11 .5~ 2012 ute EPS of $1.10 = $12.50 Load serving margins are $50mm 

UK Delivery worth 1 . 0 ~  RAB = $2.50/shr 

A $5 Change in Power Prices Moves EPS 2% in 2011,14.5% in 2013 

.I...," "" lllll..lllllll_. _____l_l 

Pro Forma EPS Change From a $5 Change in Power 

$0 40 14.5% 

Open %With Hedges 

$0 30 

$0 20 5.7% 

$0 10 2.0% 

- - $0 00 --- 

201 1 2012 2013 

Source: Morgan Stanley Research eslimales 201 1/2012 hedge data provided by PPL, 2013 is eslimated 

un-hedged 

213 merchant earnings in '10 to 213 
regulated in '13 and looks $0.05 accretive 
in '13 assuming no synergies and that the 
Kentucky utility ROE'S improve from an 
economically depressed level of 7.9% in '09 
to 10.4%. Those utilities are currently in a 
rate review with a final decision expected 
by year-end, so a constructive decision 
would help validate the story. 
We expect PA regulated rate base growth 
of > I  2% from 2009-'13, improving EPS 
from $0.35 to $0.70 (standalone). A recent 
UK rate decision gives earnings clarity in 
that segment for five years. 
A $5 change in power price would drive a 
change in our pro forma 201212013 EPS 
estimates of $0.161$0.37 (5.7%114.5%). 

* The acquisition moves the EPS mix from 

Key Drivers/ Catalysts 
We expect PPL to issue $2.5 billion of 
common stock and $750mm of convertible 
bonds to finance the equity portion of the 
transaction, consistent with PPL guidance. 
While this is a large number, our model 
assumes the stock prices at a 6% discount 
to the current stock price (at a 6% div yld). A 
$0.50 change in our pricing assumption only 
moves valuation by $0.251shr. 

Potential Risks 
The LGEIKU rate decision could be delayed 
until next year, which would put our ROE 
improvement story in to question and limit 
upside in the share price. 

2 
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Cash Flow I Capcx Profilc 
PPL Regulated EBITDA 761 625 
LGBE I iKU EBITDA 
Merchant ERtTDA 912 2261 
OIher EBITDA 67 17 
Consalidalod EBITDA 1,740 2.903 

PPL Regiililled OCF 294 235 
LGBE I t(U OCF 
Merchanl OCF 1413 1713 

145 .13 
1,852 1.935 

Olher OCF 
Cansolidalcd Operating Cash Flow 

PPL Regulated Cnpex 290 422 
LGBE I K t J  OCF 
Merchanl Capex 905 1272 
Olher Capex 30 8 
Cansolidnlcd Capital Expondilurc 1.313 1,702 

Prc-Financing PPL Regulaled Cash Flow 300 -108 

- 

Pie-Financing LGBE Regulated Cash Flow 
Pie-Financing Mcrchant Cash Flaw 862 431 
Pie-Financing Olher Cash Flow -190 -15 
Consolidated Pra-Financing Cash Flow 972 228 
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GO9 836 093 
1050 1.139 1 186 
2250 2174 1897 

0 0 I 
3,997 4,149 3,960 

406 507 606 
798 852 885 

137.1 1317 1,140 
-9 -19 0 

2.649 2.747 2.622 

682 750 700 
551 661 810 

1293 1229 I050 
0 0 0 

2,626 2,640 2,560 

-196 -153 -94 
147 201 75 
81 88 90 
-9 .19 8 
23 107 62 

Exhibit 1 

PPL Pro Forma Financial Summary 
Ycnr Ending Doc 31, 2009A ZO1OE ZO11E ZOlZE 2013E YcarEnding Dcc 31, 2009A 201OE 2011E 2012E 2013E 

Summary Financial Info 

UU Delivery 

PPL-Supply 

LGBE I IKU 

Oca1 Lcveragc I Ollier 

Consolidalcd Net Income 

ConsolIdaled EPS 
Wld Avcrvgc Shares Oulslonding 

195 
376 

3 3791 40 

I Earnings Breakdown 

Rcguialed Ulilily 
Meichanl Power I 26% 

74% 

2 86 
516 

2 86 
516 

2 55 
515 

I Dividend Protito 

Dividonds Per Share 
Dividend Yield 
Dividend Payaiil Hatia 
Dividend Growll~ Rate 

Summary Capilnllzatian Dab 
CSIilndalonc Pro Forma 3 

C;lSh 

short .rcrm Dotlt 
Long Term Debt 
Preferred Erjiiily and Mtnorily ln leie~l  319 319 

5.496 6.483 10.376 10.9Ol 11.380 
Total Capilaliralion 13,597 15.543 24.013 24.667 25,117 

Lsvarago Ralios 
LT Deb1 I Total Cap 
Tolal Deb1 I Total Cap 
Ncl Dcbl I EBITDA 
FFO I Total Deb1 

Coverage Ratios 
FFO Inlerest Coverage 
pretax InIcreSl covcrage 

Frcs Cash Flow Yicldr, 

Regulalcd FCF Yield 

Merchant FCF Yield 

Consolidelcd FCF Yield 

Summary Vslualion Ralios 

Pncc lo Eorntngr, 
EV I EBITDA 
Dividend Yield 

53% 
57% 
4 ox 
2 1 'ru 

5 ox 
2 5x 

-0 1% 

6 8:: 

5 7(% 

12 ax 
9 4x  
5 5% 

53?L 
55% 
3 ox 
19% 

3 Gx 
4 ox 

-0 5% 

2 6% 

0 2% 

8 7x 
6 3x  

6 0':: 

52"Ai 
54% 
3 ox 
zo::, 

3 Gx 
3 9x 

0 4 "in 

2 8?<, 

0 O'X 

8 7x 
6 1x 

6 3% 

5 1 % 
53"h 
3 3x 
19"AI 

3 3x 
3 5x 

-0 2% 

2 9% 

0 5 1 ,  

9 nx 
6 5x 

6 7% 

Pro Forma 
Shdrc I'rICC 524 98 liegulalcd MS Velu~lian 9 768 
Current Shares Outstanding 377.99 Unrcguialcd MS Valualian 5,201 
Equily Market Cvpilalizvlion 9.442 Total MS Equily Valuation 14.969 

Plus Consolidated Net Debt 6.517 Plus Consolidaled Net Deb1 11.788 
Enterprise Valuc 15,959 Tolal MS En1 Valuation 26,757 

Source: Company dala. Morgan Slanley Research 
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Exhibit 2 

PPL Standalone Financial Snapshot 

EPS Breakdown by Division 
FYE December 31, 2008A 2009E 2010E 2011E 2012E 2013E 

PPL-Electric 044 0 3 5  0 4 3  0 5 2  0 6 5  0 7 1  
PPL-supply 0 8 2  0 8 9  2 5 2  208  185  131 
UK Delivery 077 0 7 1  0 4 6  0 4 8  0 4 9  052  

Parent I Other -001 0 0 0  -001 -003 -004 -004 

[Consolidated 2.02 1.95 3.40 3.05 2.95 2.501 

Summary Consolidated Income Statement 
FYE December 31, 2008A ,2009E 2010E 2011E 2012E 2013E 

Regulated Electric Revenue 3,231 3,207 3.085 3.176 3 347 3.437 

Unregulaled Generation Revenue 5,315 4.938 4,855 3.771 3.725 3.490 
Other -502 -581 1,150 1,284 1.340 1.376 
Total Operating Revenue 8.044 7,564 9,089 8,230 8,412 8.303 

Regulated Gas Revenue 0 0 0 0 0 0  

Purchased Power / Fuel -3,271 -3.722 -4,241 -3.395 -3.485 -3.552 
Gross Margin 4,773 3,842 4.848 4,836 4,927 4,751 

Operaling and Maintenance -1.487 -1.484 -1.591 -1.609 -1.632 -1.664 
Taxes Olher Than income -290 -280 -283 -287 -293 -301 
Other -423 -338 -71 0 0 0 
EBITDA 2,573 1,740 2,903 2,939 3,002 2.786 

Deprecialion and Amortization -754 -774 -635 -699 -756 -766 
Operating Income 1,819 966 2,268 2,240 2,247 2,020 

Interest Expense -428 -390 -474 -501 -531 -533 
lnlerest and Other Income -9 26 32 GO 41 6 
Other Expense 0 0 0 0 0 0  

Income Bef Tax and Minorities 1,382 602 1,827 1,799 1,757 1,493 

Income Tax -446 -126 -623 -614 -601 -514 
Equity Income 0 0 0 0 0 0  
Minority Interest - 2 - 1  0 0 0 0 
Preferred Stock Dividends -18 -18 -18 -18 -18 -18 
Ajdustmenls / Olher 
Net Income (Operating) 760 736 1.288 1,163 1,132 965 

Diluted Shares Outstanding 376 376 379 381 384 386 
Adjusted I Operating EPS 202  1.95 3.40 3.05 2.95 2.50 

Dividends Per Diluted Share 131 137 140 149 158 167 
Payout Ratio 65% 70"h 41"/0 49% 54% 67% 

Summary Consolidated Balance Sheet - Assets 
FYE December 31, 2008A 2009E 2010E 2011E 2012E 2013E 

Parent Cash and Equivalents 153 71 1.498 1.405 829 296 
Subsidiary Cash and Equivalenls 947 730 125 125 125 125 
Accounts Receivable 533 468 560 567 578 584 
Inventories 337 357 380 393 404 414 
Other Current Asels 2.413 3.126 4.599 4,599 4.599 4.599 
Total Current Assets 4,383 4,752 7,163 7.089 6,535 6.018 

Told Net PP&E In Service 12,375 13,174 13.738 14.814 16.457 17,442 
CWlP 0 0 210 410 10 10 
Total Net PPBE 12.375 13,174 13,948 15,224 16,467 17,452 

Capitalized Interest 
lnveslments 
Ne1 Goodwill 
Other Intangible Assets 
Long Term Deferred Tax Assets 
Stranded Cost Assets 
Other Regulatory Assets 
Other Non-Current Assels 

0 0 4 1 6 0 0  
29 65 65 65 65 65 

763 806 754 754 754 754 
637 615 608 608 608 608 

0 0 0 0 0 0  
0 0 0 0 0 0  
0 0 0 0 0 0  

3.218 2,753 3.388 3.388 3.388 3.388 

Total Assets 21,405 22,165 25,930 27,144 27.818 28,284 

Valuation and Leverage Statistics 
FYE December 31, 2008A 2009E 2010E 2011E 2012E 2013E 

Price to Earnings 124x 128X 73x 82x  8 5 x  l O O X  

Return on Average Equity 14 3% 13 9%, 2 1 5% 17 1 15 2 x  12 1 "/" 

EV / EBlTDA 65x  94x 57x 59x 60x  67x 
Dividend Yield 5 2% 5 5% 5 G"% 6 0% 6 3% 6 7'/0 

Return on Capital Employed 8 2 %  44% 97'1: 8 6 %  82"% 71% 

Total Debt / Total Cap 61% 57% 56% 555: 54% 52% 
Net Deb1 / EBITDA 29x 4 Ox 25x 26x 28x  32x 
FFO / Total Debt 19% 21% 23% 20"h 20% 18'/0 
Pretax Interest Coverage 40x 25x 4 8x 44x 4 l x  36x 

Summary Consolidated Statement of Cash Flow 
FYE December 31, 2008A 2009E 2010E 2011E 2012E 2013E 

Net Income (GAAP) 768 555 1.288 1.163 1.132 965 

Depreciation and Amortization 844 860 686 699 756 766 
Other Operaling Cash Flow -23 437 -39 -11 -7 2 
Cash Flow From Operations 1,589 1,852 1,935 1,851 1.881 1,733 

Total Subsidiary Capex -1.714 -1,283 -1,694 -1,975 -1.979 -1.750 
Parenl / Other Capex -36 -30 -8 0 0 0 
Total Capital Expenditure -1,750 -1.313 -1,702 -1,975 -1,979 -1.750 

Acquisitions -290 0 0 0 0 0 
Disposals 517 251 124 0 0 0 
Other Investment Cash Flow -104 182 -129 0 0 0 
Cash Flow From Investing -1,627 -880 -1,707 -1.975 -1.979 -1,750 

Debt Issuance 0 0 0 0 0 0  
Securitised Debt Issuance 0 0 0 0 0 0  
Subsidiary Debt Issuance 808 -502 951 520 50 50 
Parent Debl Issuance 0 0 0 0 0 0  
Revolver Issuance 0 0 0 0 0 0  

Preferred Equity Issuance 0 0 0 0 0 0  
Common Equity issuance - DRIP 0 0 80 80 80 80 

Common Equity Reductions -38 0 0 0 0 0 
Common Equity Issuance 19 60 14 0 0 0 

Dividends to Common Eqiiily -491 -517 -532 -569 -607 -646 
Other Financing Cash Flow 423 -312 76 0 0 0 
Cash Flow From Financing 721 -1,271 589 31 -477 -516 

Increase I (Decrease) in Cash 683 -299 817 -93 -576 -533 

Summary Consolidated Balance Sheet - Liabilities and Equity 
FYE December 31, 2008A 2009E 2010E 2011E 2012E 2013E 

Subsidiary Short Term Debl 1.174 639 589 589 589 589 
Parent Short Term Debt 201 0 0 0 0 0 
Short Term Securitized Debt 0 0 0 0 0 0  
Accounts Payable 897 754 836 856 875 893 
Other Current Liabilities 2.030 2,789 4.270 4.270 4.270 4,270 
Total Current Liabilities 4,302 4,182 5,695 5,715 5,734 5,752 

Subsidiary Long Term Debt 6.470 6.503 7.504 8.024 8.074 8,124 
Long Term Parent Debt 672 640 648 648 648 648 
Parent Debt (Revolver) 0 0 0 0 0 0  
Long Term Securitized Deb1 0 0 0 0 0 0  
Long Term Deferred Tax Liabililies 0 0 0 0 0 0  
Provisions 0 0 0 0 0 0  
Other Non-Current Liabilities 4.565 5,025 5.280 5.280 5.280 5.280 
Total Liabilities 16,009 16,350 19,127 19,667 19,736 19.804 

Minority lnleresls 1 8 0 0 0 0 0  
Preferred Equity 301 319 319 319 319 319 
Common Equity 5.077 5.496 6.483 7.158 7.762 8.161 

Total Liabilities and Equity 21,405 22,165 25,930 27,144 27,818 28.284 

Source: Company data. Morgan Stanley Research 
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Morgan Stanley Modelware is a proprietary analytic framework that helps clients 
uncover value, adjusting for distortions and ambiguities created by  local accounting 
regulations. For example, Modelware EPS adjusts for one-time events, capitalizes operating 
leases (where their use is significant), and converts inventory from LIFO costing to a FIFO 
basis. Modelware also emphasizes the separation of operating performance of a company 
from its financing for a more complete view of how a company generates earnings 

Disclosure Section 
The information and opinions in Morgan Stanley Research were prepared by Morgan Stanley & Co. Incorporated, and/or Morgan Stanley C.T.V.M. S.A. 
As used in this disclosure section, "Morgan Stanley" includes Morgan Stanley & Co Incorporated, Morgan Stanley C.T.V.M S A. and their affiliates as 
necessary. 
For important disclosures, stock price charts and equity rating histories regardin companies that are the subject of this report, please see the Morgan 
Stanley Research Disclosure Website at www.morganstanley.com/researchdisJosures, or contact your investment representative or Morgan Stanley 
Research at 1585 Broadway, (Attention: Research Management), New York, NY, 10036 USA. 
Anal st Certification 
The fol Y owing analysts hereby certify that their views about the companies and their securities discussed in this report are accurately expressed and 
that they have not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this 
report: Greg Gordon 
Unless otherwise stated, the individuals listed on the cover page of this report are research analysts 

Morgan Stanley Research has been ublished in accordance with our conflict management policy, which is available at 
www.morganstanley.com/institutionaeresearch/con~ictpolicies 

As of April 30, 2010, Morgan Stanley beneficially owned 1% or more of a class of common equity securities of the following companies covered in 
Morgan Stanley Research: Constellation Energy Group, Inc , Dominion Resources, Inc , Edison International, Entergy Corp, FirstEnergy Corp., 
Sempra Energy. 
As of April 30, 2010, Morgan Stanley held a net long or short position of US$1 million or more of the debt securities of the following issuers covered in 
Morgan Stanley Research (includin where guarantor of the securities). Allegheny Energy Inc., Constellation Energy Group, Inc., Dominion Resources, 
Inc., Edison International, Entergy Eorp, Exelon Corp, FirstEnergy Corp., FPL Group Inc., PPL Corporation, Public Service Enterprise Group, Inc, 
Sempra Energy 
Within the last 12 months, Mor an Stanle managed or co-managed a public offering (or 144A offering) of securities of Allegheny Energy Inc., 
Dominion Resources, Inc., Exegon Corp, KrstEnergy Corp.. 
Within the last 12 months, Morgan Stanley has received compensation for investment banking services from Allegheny Energy Inc., Constellation 
Energy Group, Inc., Dominion Resources, Inc., Edison International, Entergy Corp, Exelon Corp, FirstEnergy Corp., FPL Group Inc., PPL Corporation, 
Public Service Enterprise Group, Inc, Sempra Energy. 
In the next 3 months, Morgan Stanley expects to receive or intends to seek compensation for investment bankin services from Alle heny Ener y Inc , 
Constellation Energy Group, Inc., Dominion Resources, Inc., Edison International, Entergy Corp, Exelon Corp,%irstEnergy Corp., FPL Group%c., 
PPL Corporation, Public Service Enterprise Group, Inc, Sempra Energy. 
Within the last 12 months, Morgan Stanle has received compensation for products and services other than investment banking services from 
Constellation Energy Group, Inc , Edison hernational, Entergy Corp, Exelon Corp, FirstEnergy Corp., FPL Group Inc., PPL Corporation, Public 
Service Enterprise Group, Inc, Sem ra Energy. 
Within the last 12 months, Morgan &anley has provided or is providing investment banking services to, or has an investment banking client 
relationship with, the followin company: Allegheny Energy Inc., Constellation Energy Group, Inc., Dominion Resources, Inc., Edison International, 
Entergy Corp, Exelon Corp, jirstEnergy Corp., FPL Group lnc., PPL Corporation, Public Service Enterprise Group, Inc, Sempra Energ 
Within the last 12 months, Morgan Stanley has either provided or is providing non-investment banking, securities-related services to andllor in the past 
has entered into an agreement to provide services or has a client relationship with the following company. Allegheny Energy Inc., Constellation Ener y 
Group, lnc., Dominion Resources, Inc., Edison International, Entergy Corp, Exelon Corp, FirstEnergy Corp., FPL Group Inc., PPL Corporation, Pubjc 
Service Enterprise Group, Inc, Sempra Energy. 
Morgan Stanley & Co. Incorporated makes a market in the securities of Allegheny Energy lnc., Constellation Ener y Group, Inc , Dominion Resources, 
Inc., Edison International, Entergy Corp, Exelon Corp, FirstEnergy Corp., FPL Group Inc., PPL Corporation, Pubgic Service Enterprise Group, Inc, 
Sempra Energy. 
The equity research anal sts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based 
upon various factors, i ndd ing  quality of research, investor client feedback, stock picking, competitive factors, firm revenues and overall investment 
banking revenues. 
Morgan Stanley and its affiliates do business that relates to companieslinstruments covered in Morgan Stanley Research, including market making, 
providing liquidity and specialized tradin 
investment services and investment bankng. Morgan Stanley sells to and buys from customers the securities/instruments of companies covered in 
Morgan Stanley Research on a principal basis. Morgan Stanley may have a position in the debt of the Company or instruments discussed in this report 
Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions. 
STOCK RATINGS 
Morgan Stanley uses a relative rating system usin terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below). 
Morgan Stanley does not assign ratings of BUY, Hofd or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the 
equivalent of buy, hold and sell. Investors should carefully read the definitions of all ratings used in Morgan Stanley Research. In addition, since 
Morgan Stanley Research contains more complete information concernin the analyst's views, investors should carefully read Morgan Stanley 
Research, in its entirety, and not infer the contents from the ratin alone % any case, ratin s (or research) should not be used or relied upon as 
investment advice. An investor's decision to buy or sell a stock s\ould depend on individuaycircumstances (such as the investor's existing holdings) 
and other considerations. 
Global Stock Ratings Distribution 
(as ofApril 30, 2010) 
For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell alongside 
our ratings of Overweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we 
cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold, and sell but represent recommended relative 

Global Research Conflict Management Policy 

Important US Regulatory Disclosures on Subject Companies 

risk arbitrage and other proprietary trading, fund management, commercial banking, extension of credit, 
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weightings (see definitions below). To  satisfy regulatory requirements, w e  correspond Overweight, our  most positive stock rating, with a buy  
recommendation, w e  correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively 

Coverage Universe Investment Banking Clients (IBC) 
% of % of % of Rating 

Stock Ratina Cateaorv Count Total Count Total IBC Cateaorv 

Overweig htlBuy 1065 42% 328 42% 31% 
Equal-weightlHold 1118 44% 357 46% 32% 
Not-RatedlHold 14 I Yo 4 1% 29% 
UnderweightlSell 366 14% 88 11% 24% 
Total 2,563 777 

Data include common stock and  ADRs currently assigned ratings A n  investor's decision to b u  o r  sell a stock should depend o n  individual 
circumstances (such as the investor's existing holdings) and other considerations. Investment bank ing  Clients are companies from whom Morgan 
Stanley received investment banking compensation in the last 12 months. 
Analyst Stock Ratings 
Overweight (0). The  stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe, 
on  a risk-adjusted basis, over the next 12-18 months. 
Equal-weight (E). The  stock's total return is  expected to b e  in l ine with the average total return o f  the analyst's industry (or industry team's) coverage 
universe, o n  a risk-adjusted basis, over the next 12-18 months. 
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return o f  the 
analyst's industry o r  industry teams)  coverage universe, o n  a risk-adjusted basis, over the next 12-18 months. 

universe, o n  a risk-adjusted basis, over the next 12-18 months. 
Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months. 
Analyst Industry Views 
Attractive (A): The  analyst expects the performance of his o r  her  industry coverage universe over the next 12-18 months to b e  attractive vs. the 
relevant broad market benchmark, as indicated below. 
In-Line (I): The  analyst expects the performance of his o r  her  industry coverage universe over the next 12-18 months to b e  in line with the relevant 
broad market benchmark, a s  indicated below. 
Cautious (C): The  analyst views the performance of his o r  her  industry coverage universe over the next 12-18 months with caution vs. the relevant 
broad market benchmark, as indicated below. 
Benchmarks for each region are as follows: North America - S&P 500, Latin America - relevant MSCl  country index o r  MSCl  Latin America Index; 
Europe - M S C l  Europe; Japan - TOPIX; Asia - relevant MSCl  country index. 

Underweight (U). f h e  stock's total return is expected to b e  below the average total return of the analyst's industry (or industry team's) coverage 

Important Disclosures for Morgan Stanley Smith Barney LLC Customers 
Citi Investment Research & Analysis (CIRA) research reports may be available about the companies or topics that are the subject of Morgan Stanley Research Ask your 
Financial Advisor or use Research Center to view any available CIRA research reports in addition to Morgan Stanley research reports. 
Important disclosures regarding the relationship between the companies that are the SlJbjeCt of Morgan Stanley Research and Morgan Stanley Smith Barney LLC, Morgan 
Stanley and Citigroup Global Markets Inc or any of their affiliates, are available on the Morgan Stanley Smith Barney disclosure website at 
www morganstanleysmithbarney comlresearchdisclosures 
For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www morganstanley com/researchdisclosures and 
https://www citigroupgeo comlgeopubliclDisclosures/index-a html 
Each Morgan Stanley Equity Research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC This review and approval is conducted by the 
same person who reviews the Equity Research report on behalf of Morgan Stanley This could create a conflict of interest 

Morgan Stanley produces an equity research product called a "Tactical Idea " Views contained in a "Tactical Idea" on a particular stock may be contrary to the 
recommendations or views expressed in research on the same stock This may be the result of differing time horizons, methodologies, market events, or other factors For 
all research available on a particular stock, please contact your sales representative or go to Client Link at www morganstanley corn 
For a discussion, if applicable, of the valuation methods and the risks related to any price targets. please refer to the latest relevant published research on these stocks 
Morgan Stanley Research does not provide individually tailored investment advice Morgan Stanley Research has been prepared without regard to the individual financial 
circumstances and objectives of persons who receive it Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and 
encourages investors to seek the advice of a financial adviser The appropriateness of a particular investment or strategy will depend on an investor's individual 
circumstances and objectives The securities, instruments. or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and certain investors 
may not be eligible to purchase or participate in some or all of them 
The fixed income research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various 
factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or revenues), 
client feedback and competitive factors Fixed Income Research analysts' or strategists' compensation is not linked to investment banking or capital markets transactions 
performed by Morgan Stanley or the profitability or revenues of particular trading desks 
Morgan Stanley Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy 
The "Important US Regulatory Disclosures on Subject Companies" section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% or 
more of a class of common equity securities of the companies. For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an investment 
of less than 1 % in securitieslinstruments or derivatives of securitieslinstruments of companies and may trade them in ways different from those discussed in Morgan Stanlev 
Research. Employees of Morgan Stanley not involved in the preparation of Morgan Stanley Research may have investments in securitieslinstruments or derivatives of 
securitieslinstriiments of companies mentioned and may trade them in ways different from those discussed in Morgan Stanley Research Derivatives may be issued by 
Morgan Stanley or associated persons 
With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information Morgan Stanley makes every effort to use reliable, 
comprehensive information, but we make no representation that it is accurate or complete We have no obligation to tell you when opinions or information in Morgan Stanley 
Research change apart from when we intend to diSCOntinkJe equity research coverage of a subject company. Facts and views presented in Morgan Stanley Research have 
not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business areas, including investment banking personnel 
Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the company of 
associated expenses unless pre-approved by authorized members of Research management 
The value of and income from your investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, 
securitieslinstrurnents prices, market indexes, operational or financial conditions of companies or other factors There may be time limitations on the exercise of options or 
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assumptions that may not be realized If provided, and unless otherwise staled, the closing price on the cover page is that of the primary exchange for the subject company's 
securitieslinstruments 
Morgan Stanley may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report 
To our readers in Taiwan: Information on securitieslinstruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL") Such information is for your 
reference only Information on any securitieslinstruments issued by a company owned by the government of or incorporated in the PRC and listed in on the Stock Exchange 
of Hong Kong ("SEHK"), namely the H-shares, including the component company stocks of the Stock Exchange of Hong Kong ("SEHK)'s Hang Seng China Enterprise 
Index; or any securitieslinstruments issued by a company that is 30% or more directly- or indirectly-owned by the government of or a company incorporated in the PRC and 
traded on an exchange in Hong Kong or Macau. namely SEHK's Red Chip shares, including the component company of the SEHKs China-affiliated Corp Index is 
distributed only to Taiwan Securities Investment Trust Enterprises ("SITE) The reader should independently evaluate the investment risks and is solely responsible for 
their investment decisions Morgan Stanley Research may not be distributed to the public media or quoted or used by the public media without the express written consent 
of Morgan Stanley Information on securitieslinstriiments that do not trade in Taiwan is for informational purposes only and is not to be construed as a recammendation or 
a solicitation to trade in such securitieslinstrumeints MSTL may not execute transactions for clients in these securitieslinstruments 
To our readers in Hong Kong: Information is distributed in Hong Kong by and on behalf of, and is attributable to, Morgan Stanley Asia Limited as part of its regulated 
activities in Hong Kong If you have any queries concerning Morgan Stanley Research, please contact our Hong Kong sales representatives 
Morgan Stanley Research is disseminated in Japan by Morgan Stanley MUFG Securities, Co , Ltd ; in Hong Kong by Morgan Stanley Asia Limited (which accepts 
responsibility for its contents); in Singapore by Morgan Stanley Asia (Singapore) Pte (Registration number 1992062982) andlor Morgan Stanley Asia (Singapore) 
Securities Pte Ltd (Registration number 200008434H), regulaled by the Monetary Authority of Singapore, which accepts responsibility for its contents; in Australia to 
"wholesale clients'' within the meaning of the Australian Corporations Act by Morgan Stanley Australia Limited A.B N 67 003 734 576, holder of Australian financial services 
license No 233742, which accepts responsibility for its contents; in Australia to "wholesale clients" and "retail clients" within the meaning of the Australian Corporations Act 
by Morgan Stanley Smith Barney Australia Pty Ltd (A.B N 19 009 145 555, holder of Australian financial services license No 240813. which accepts responsibility for its 
contents; in Korea by Morgan Stanley & Co International plc, Seoul Branch; in India by Morgan Stanley India Company Private Limited; in Canada by Morgan Stanley 
Canada Limited, which has approved of, and has agreed to lake responsibility for, the contents of Morgan Stanley Research in Canada; in Germany by Morgan Stanley 
Bank AG, Frankfurt am Main and Morgan Stanley Private Wealth Management Limited, Niederlassung Deutschland, regulated by Bundesanstalt fuer 
Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, S V , S A ,  a Morgan Stanley group company, which is supervised by the Spanish Securities Markets 
Commission (CNMV) and states that Morgan Stanley Research has been written and distributed in accordance with the rules of conduct applicable to financial research as 
established under Spanish regulations, in the United Slates by Morgan Stanley & Co Incorporated, which accepts responsibility for its contents Morgan Stanley & Co 
International plc. authorized and regulated by the Financial Services Authority, disseminates in the UK research that it has prepared, and approves solely for the purposes 
of section 2 1 of the Financial Services and Markets Act 2000, research which has been prepared by any of its affiliates Morgan Stanley Private Wealth Management 
Limited, authorized and regulated by the Financial Services Authority, also disseminates Morgan Stanley Research in the UK Private U K investors should obtain the 
advice of their Morgan Stanley & Co International plc or Morgan Stanley Private Wealth Management representative about the investments concerned RMB Morgan 
Stanley (Proprietary) Limited is a member of the JSE Limited and regulated by the Financial Services Board in South Africa 
a joint venture owned equally by Morgan Stanley International Holdings Inc and RMB Investment Advisory (Proprietary) Limited. which is wholly owned by FirstRand 
Limited 
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services 
Authority (the DFSA), and is directed at Professional Clients only, as defined by the DFSA The financial products or financial services to which this research relates will only 
be made available to a customer who we are satisfied meets the regulatory criteria to be a Professional Client 
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co International plc (QFC Branch), regulated by the Qatar Financial Centre 
Regulatory Authority (the QFCRA), and is directed at business Customers and market counterparties only and is not intended for Retail Customers as defined by the 
QFCRA. 
As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory 
activity Investment advisory service is provided in accordance with a contract of engagement on investment advisory concluded between brokerage houses, portfolio 
management companies, non-deposit banks and clients Comments and recommendations stated here rely on the individual opinions of the ones providing these 
comments and recommendations These opinions may not fit to your financial status. risk and return preferences For this reason, to make an investment decision by relying 
solely to this information stated here may not bring about outcomes that fit your expectations 
The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners Third-party data providers make no warranties or 
representations of any kind relating to the accuracy, completeness. or timeliness of the data they provide and shall not have liability for any damages of any kind relating to 
such data The Global Industry Classification Standard ("GICS) was developed by and is the exclusive property of MSCl and S&P 
Morgan Stanley Research, or any portion thereof may not be reprinted. sold or redistributed without the written consent of Morgan Stanley 
Morgan Stanley Research is disseminated and available primarily electronically, and, in some cases, in printed form 

RMB Morgan Stanley (Proprietary) Limited is 

Additional information on recommended securitieslinstruments is available on request. 
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Company (Ticker) Rating (as of)Price" (05/24/2010) 

Greg Gordon 
Allegheny Energy Inc (AYE N) 
Constellation Energy Group, Inc 
(CEG N) 
Dominion Resources, Inc (D N) 
Edison international (EIX N) 
Entergy Corp (ETR N) 
Exelon Corp (EXC N) 
FPL Group Inc (FPL N) 
FirstEnergy Corp (FE N) 
PPL Corporation (PPL N) 
Public Service Enterprise Group, 
Inc (PEG N) 
Sempra Energy (SRE N) 

++ 
E (12/2 112009) 

U (04/09/2010) 
E (09/17/2009) 
0 (09/17/2009) 
E (09/17/2009) 
E (1 1/16/2009) 

0 (05/24/20 10) 
E (09/17/2009) 

++ 

0 (05/21/2010) 

$19 76 
$33 62 

$39 25 
$31 66 

$73 8 
$38 94 

$50 3 
$34 65 
$24 71 
$30 13 

$45 48 

Stock Ratings are subject to change Please see lalesl research lor each company 
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Afitorney-at Law 
35 14 Cikneva Circle 

Nashville, Tennessee 32709 
(615) 500-7749 

sanders.billve~~mail.com 

June 15,2010 

Sara Kyle, Chairman Tennessee Regulatory Authority 
c/o Sharla Dillon Dockets and Records Manager 
460 James Robertson Parkway 
Nashville, Tennessee 372 19 

RE: Joint Petition of PPI, Corporation, E.ON AG, TJS Investments Corp., E.ON 
U.S , LLC and Kentucky LJtilities Company for Approval of a Transfer of Control of 
Kentucky Utilities Company 

Dear Chairman Kyle, 

Enclosed are the original and 13 copies of the above referenced Joint Petition 
seeking approval of change of control of Kentucky Utilities Company. A check for the 
$25 filing fee is enclosed. 

Portions of Exhibit A to this filing are C . A redacted version of Exhibit 

fded under seal. The Petitioners request that the Authority treat the portions of the 
Purchase and Sale Agreement that are marked confidential as such, and that the 
documents not be made available to the public for review. Should anyone seek to view 
the documents, the Petitioners request an opportunity to further protect them from 
disclosure and, if necessary, seek a protective order. 

Please contact me if you have any questions. 

Sincerely, 

D. Billye Sanders 
Attorney for Kentucky Utilities Company 

Enclosures 



c: Kendrick R, Riggs, Esq., Stoll Keenon Ogden PLLC 
John R. McCall, Executive Vice President, General Counsel and Corporate Secretary, 

Allyson K. Sturgeon, Senior Corporate Attorney, E.ON U.S. LLC 
Dr. Frank Fischer, Vice President Legal Affairs - M&Ahtegration E.ON AG 
John Knox Walkup, Esq., Wyatt, Tarrant & Combs, LLP 
Richard Northern, Esq., Wyatt, Tarrant & Combs, LLP 
Paul E. Russell, Associate Creneral Counsel, PPL Corporation 
Office of the Tennessee Attorney General 8~ Reporter, Consumer Advocate & 

E.0NU.S. LLC 

Protection Division 
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JOINT PETITION 

PPL Corporation (“PPL”), E.ON AG (“E.QN”), E.QN T JS Investments Corp. (“E.ON 

US Investments”), E.ON 1J.S. LLC (“E.ON US”) and Kentucky IJtilities Company (‘KU”) 

(collectively, the “Petitioners”) petition the Tennessee Regulatory Authority (“Authority”) 

pursuant to T.C.A. $65-4-113 and, to the extent applicable $65-4-112, for approval of the 

transfer of control and of KTJ, which holds authority to provide retail electric utility services 

in Claiborne County, Tennessee, derived from its Certificate of Public Convenience and 

Necessity issued by the Authority’s predecessor, the Tennessee Public Service Commission. 

The proposed transfer of control will result from the sale of 100% of the limited 

liability interests of E.ON ‘CJ.S. by E.ON US Investments to PPL, all in accordance with the 

terms of the Purchase and Sale Agreement dated as of April 28, 2010 by and between PPL, 

E.ON TJS Investments and, solely for the purposes of Articles VI, TX and X thereof, E.ON 

(“PSA”), a true copy of which is attached as Exhibit A to this Joint Petition. 

In support of this Joint Petition, Petitioners state as follows: 

1. Introduction. 

The praposed transfer of control and of authority satisfies the requirements of T.C.A. 

$ 65-4-1 13. For the reasons set forth below in this Joint Petition, PPL, is an entity having the 

suitability, the financial responsibility, and the capability to perform efficiently the utility 

services to be transferred, and the praposed acquisition will benefit the consuming public and 



further the public interest. The Petitioners respectfully request that the Authority accept the 

filing of this Joint Petition and enter a final order approving the proposed acquisition as soon 

as practicable. 

Under the terms of the PSA, PPL, intends to acquire all of the issued and outstanding 

limited liability company interests of E.ON US. from E.ON’s indirect wholly owned 

subsidiary, E.ON US Investments, for $7.625 billion comprised of $2.062 billion in cash, the 

refinancing of outstanding debt of Louisville Gas and Electric Company (“L,G&E”) and KU 

held by an affiliate of E.QN that is not being transferred to PPL, and the assumption of $925 

million in tax-exempt bonds of LGkE and KU. Upon the completion o f  the proposed 

acquisition, E.ON ITS. will be a wholly owned direct subsidiary of PPL. There will be no 

other changes in the corporate structure of E.ON ‘ITS. and its subsidiaries, although the 

names of the entities with “E.ON” in their current names will be changed after the closing. 

The current name of I<U will not be changed. PPL has not yet determined the new name of 

E.ON U S .  Solely for convenience, this Petition will refer to E.ON U.S. as “E.ON U.S.” for 

the period before the completion of the proposed acquisition, and as “PPL Kentucky” for the 

period after the completion of the proposed acquisition. 

Upon the completion of the proposed acquisition, PPL Kentucky will continue to hold 

KTJ as a wholly owned direct subsidiary, together with LG&E, E.ON US Capital Corp. 

(“E.ON Capital”), E.ON ‘IJS Foundation, Inc., LG&E Energy Marketing, Inc., and E.ON US 

Services, Inc. (“E.ON US Services”). E.ON Capital will continue to hold its current direct 

and indirect subsidiaries. 

The transactions Contemplated by the PSA include the refinancing by KU, subject to 

the Authority’s approval, of certain unsecured notes issued by MU to Fidelia Corporation. 
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Fidelia Corporation is an affiliate of E.QN that will not be transferred to PPL. 

Contemporaneously with the completion of the proposed acquisition, PPL will cause KU to 

repay and refinance all amounts outstanding and all other amounts then due and payable 

under the unsecured notes held by Fidelia Corporation. KU has filed, concurrently with the 

filing of t!is Joint Petition, a separate petition for approval of these refinancings. 

e Petitioners. 

PPL C~rlporation. PPL is a Fortune 500 global energy and utility holding company 

headquartered in Allentown, Pennsylvania. PPL’ s direct subsidiary, PPL Electric Utilities 

Corporation (“PPL Electric”), traces its origins to the merger in 1920 of eight utilities, which 

operated a combined total of 62 electric generating plants in and around central eastern 

Pennsylvania, into a single corporate entity named Pennsylvania Power & Light Company. 

Since that time, PPL has grown from a regional utility company to one of the 10 largest 

utility companies in the United States. PPL owns or controls nearly 12,000 megawatts of 

electrical generating capacity in the United States, supplies or delivers electricity to about 

four million customers in the northeastern United States and in the IJnited Kingdom, and 

employs about 10,000 people on two continents. 

PPL is a publicly owned corporation. At current trading prices as of the date of this 

Joint Petition, PPL’s market capitalization is about $9.36 billion. In 2009, PPL reported total 

operating revenues of about $7.56 billion. The mailing address of PPL is Two North Ninth 

Street, Allentown, PA 18 10 1. A chart showing PPL’s current corporate structure is attached 

as Exhibit B to this Joint Petition. 
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E.ON AG.l E.ON is an Aktiengesellschaft formed under the laws of the Federal 

Republic of Germany. An Aktiengesellschaft under German law corresponds to a TJ.S. stock 

corporation. E.ON’s shares are traded on all German stock exchanges, including the 

electronic stock exchange, and its American Depositary Receipts are traded on the over-the- 

counter market. E.ON’s mailing address is E.ON-platz 1 , 40474 Dusseldorf, Federal 

Republic of Germany. Charts showing E.ON’s current corporate structure and corporate 

structure following the c o n s m a t i o n  of the proposed acquisition are attached as Exhibit C 

and Exhibit D, respectively, to this Joint Petition. 

. E.ON US Investments is a corporation formed under 

the laws of Delaware. E.ON TJS Investments is a wholly owned indirect subsidiary of E.ON, 

and is the immediate parent company of E.QN U S .  The mailing address of E.ON US 

Investments is 220 West Main Street, Louisville, KY 40202. 

N US. LLC. E.ON [J.S., also referred to in this Joint Petition as PPL Kentucky 

for the period after the closing of the proposed acquisition, is a limited liability company 

formed under the laws of Kentucky. The mailing address of E.ON 1J.S. is 220 West Main 

Street, Louisville, KY 40202. 

any. KU is a public service corporation organized and 

existing under the laws of the Commonwealths of Kentucky and Virginia. The address of 

KU’s principal business offce is One Quality Street, Lexington, Kentuclcy 40507. KU is a 

public utility as defined by T.C.A. 0 65-4-101(6) and, as of March 31, 2010, provides retail 

electric service to five customers in Tennessee. Although the primary operations of KU are 

E.ON and E.ON US Investments have joined in this Joint Petition because the Petitioners believe that T.C.A. 6 
65-4-1 13., as amended, requires that the proposed transferor, in addition to the proposed transferee, obtains the 
approval of the Authority as to any transfer of ownership and control of a utility. The involvement of E.ON and 
E.ON US lnvestments in the preparation of this Joint Petition has been limited to confirmation of their 
respective corporate information. 
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located in Kentucky, K1.J holds a Certificate of Public Convenience and Necessity issued by 

the Authority’s predecessor, the Tennessee Public Service Commission, to provide electric 

services in Tennessee. 

Prior to the U.S. Supreme Court’s 1968 decision in Hardin v. Kentucky Utilities 

CompanyY2 K‘IJ served significantly more customers in Tennessee, including several hundred 

customers in Tazewell and New Tazewell, and nearly 2,000 customers overall in Claiborne 

After the Court’s decision, however, the Tennessee Valley Authority’s affiliate, 

Powell Valley Electric Cooperative, came to serve nearly all of K‘IJ’s former customers in 

Claiborne County. KU continues to serve its five Tennessee residential customers because it 

would be cost-prohibitive for Powell Valley Electric Cooperative to serve them. 

PPL delivers power to 1.4 million Pennsylvania customers through PPL Electric. 

PPL Electric’s utility service is extremely reliable; on average, its customers have power 

99.9% of the time. PPL Electric maintains more than 48,000 miles of transmission and 

distribution lines to provide that service. PPL Electric has been an industry leader in helping 

customers in need as one of the first utilities in Pennsylvania to offer programs to help low- 

income customers pay electric utility bills. PPL Electric has ranked first in eight of the past 

eleven annual J.D. Power Studies of Business Customer Satisfaction among Eastern U.S. 

utilities, and has received a total of sixteen J.D. Power awards. 

PPL Energy Funding Corporation (“PPL Energy Funding”) serves as the holding 

company for PPL Energy Supply, LLC, the parent company of PPL’s principal unregulated 

390 U.S. 1 (1968). 
See Kentucky Utilities Co. v. Tennessee Valley Authority, 375 F.2d 403,407 (Nov. 15, 1966). 3 



subsidiaries. Those principal unregulated subsidiaries are PPL Generation, LLC (“PPL 

Generation”), which owns and operates U. S. generating facilities; PPL EnergyPlus, LLC 

(“‘PPL EnergyPlus”), which markets and trades electricity and gas in the wholesale and retail 

markets, and supplies energy in some markets; and PPL Global, LLC (“PPL Global”), which 

indirectly owns and operates PPL’s electricity distribution businesses in the United Kingdom. 

PPL, through PPL Generation and its subsidiaries, owns and operates a portfolio of 

domestic power generating assets located primarily in Pennsylvania, Montana, Illinois, 

Connecticut and Maine. PPL Generation’s power plants use a variety of k e l  sources 

including coal, natural gas, oil, uranium and water to produce energy. 

PPL, through PPL EnergyPlus, sells electricity produced by the portfolio of 

generation assets owned and operated by subsidiaries of PPL Generation. PPL, EnergyPlus 

participates and trades energy in the wholesale and retail sectors, and also markets various 

energy commodities, primarily in the northeastern and western United States. 

PPL, through PPL Global and its subsidiaries, operates Western Power Distribution 

(South West) plc (“‘WPD (South West)”) and Western Power Distribution (South Wales) plc 

(“‘WPD (South Wales)”), each a regional electricity delivery business operating in the United 

Kingdom. WPD (South West) and WPD (South Wales) are two of the 15 distribution 

networks providing electricity service in England and Wales, and together serve about 2.6 

million customers. W D  (South West) serves a 5,560 square-mile area of southwest 

England, distributing power to about 1.5 million customers in that region. WPD (South 

Wales) operates in an area of Wales 4,500 square miles in size and located directly opposite 

the Bristol Channel from WPD (South West)’s territory. W D  (South Wales) distributes 

power to about 1.1 million customers in that region. 
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L Has the Financial Responsibility to Cause 
rform Efficiently the Utility Services to be Transferred and to 

to Continue to 

~ o n s u ~ i n ~  Public. 

PPL is financially responsible and has the fmancial ability necessary to ensure that 

KU will continue to provide efficient service to its Tennessee customers and to complete the 

proposed acquisition of E.ON U.S. PPL has resources, bank facilities and confirmed 

commitments to finance the acquisition, including a bridge financing commitment to ensure a 

cash tender making up nearly 85% of the total purchase price, and a plan to issue $750 

million to $1 .O billion in high-equity-content securities and $2.2 to $2.6 billion in common 

stock to replace the bridge financing. After the proposed acquisition, KIT will benefit from 

PPL’s strong financial position and continue to provide its Tennessee ratepayers efficient 

service at reasonable rates. Furthermore, the proposed acquisition will not affect the 

balanced capital structures of KLJ. Neither PPL Kentucky nor any of PPL, Kentucky’s direct 

or indirect subsidiaries, including KU, will incur any additional indebtedness or issue any 

securities to fmance any part of the purchase price paid by PPL for all of the outstanding 

limited liability interests in E.ON 1-J.S. As noted above, contemporaneously with the 

completion of the proposed acquisition, PPL will cause K U  to repay and refinance all 

amounts outstanding and all other amounts otherwise then due and payable under the 

unsecured notes held by Fidelia Corporation. KU has filed, at the s m e  time as the filing of 

this Joint Petition, a separate petition for these refinancings. 

PPL is a major utility holding company with approximately $22 billion in total assets, 

which generated over $7.56 billion in total operating revenues in 2009. PPL targets 

disciplined growth in its energy supply margins and limited volatility in both its cash flows 

and earnings. PPL has also achieved stable long-term growth in its regulated electricity 
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delivery businesses through efficient operations and strong customer and regulatory 

relationships. 

KIJ will benefit from PPL’s history of financial strength and consistent corporate 

health, which have resulted in a sound return on shareholder investment. Since December 

31, 2004, PPL’s five-year cumulative total return on its shareholders’ investment has 

outperformed the Edison Electric Institute Index of Investor-Owned Electric Utilities and the 

Standard & Poor’s 500 Index. PPL has increased its shareholder dividend for eight 

consecutive years, with dividends paid in 258 consecutive quarters. PPL’s book value and 

market price per share increased by 7.5% and 5.2%, respectively, from December 3 1 , 2008 to 

December 3 1 2009. PPL currently forecasts 2010 earnings from ongoing operations of 

$3.10 to $3.50 per share. PPL and its subsidiaries have substantial access to financial 

markets with an unused domestic credit capacity from its bank facilities exceeding $3.5 

billion. 

As a result of the proposed acquisition, PPL will become a more geographically 

diverse utility holding company with approximately $33 billion in total assets and combined 

m u d  revenues of about $10 billion. The proposed acquisition will create an enterprise 

value of about $25.4 billion, as measured by PPL’s stock price on April 27, 2010. On a post- 

proposed acquisition basis, PPL and its subsidiaries, including KU, will serve nearly five 

million electricity customers in the United States and the United Kingdom, and own or 

control about 20,000 megawatts of U.S. electricity generating capacity. PPL’s growth 

strategy is fiscally responsible, and the proposed acquisition exemplifies PPL’s commitment 

to balancing its business mix and sustainable long-term growth. Finally, PPL, did not 

consider any synergies or savings in evaluating the economics of the proposed acquisition. 
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In summary, PPL is a financially responsible utility holding company that has the 

financial ability to ensure that KTJ will continue to perform its utility services efficiently. 

v. to Continue to 
ferrred and to enefit the consul 

PPL has the technical capability to oversee KU’s efficient operations to the benefit of 

its customers. Through its subsidiaries, PPL is primarily engaged in the generation and 

marketing of electricity in two key markets (the northeastern and western U.S.), and in the 

delivery of electricity in Pennsylvania and the United Kingdom. PPL’s principal direct 

subsidiaries are PPL Electric, which is responsible for regulated utility operations in 

Pennsylvania; PPL Energy Funding, which is the parent company of PPL Energy Supply, 

LLC, a wholly owned subsidiary primarily responsible for unregulated energy operations; 

and PPL Capital Funding, Inc., which is responsible for certain corporate financing. 

PPI, has substantial and long-established technical experience by virtue of its total 

generation capacity of about 12,000 megawatts, its large US.  and U.K. electricity delivery 

businesses, and its status as a leader in T.J.S. electricity generation, supply and delivery. 

PPL’s management team has extensive experience providing efficient and reliable customer 

service to its Customers. PPL’s managerial experience and breadth of assets demonstrates 

that PPL has the technical ability to ensure that Tennessee Customers continue receiving high 

quality service from KU after the completion of the proposed acquisition. 

The proposed acquisition, like the previous acquisitions: will cause KU to be part of 

a larger utility system with the size and resources to permit it to continue to provide superior 

service, and the experience and expertise to succeed in the rapidly evolving energy industry. 

In 2000, Powergen plc merged with LG&E Energy Corp. In 2001, E.ON purchased Powergen plc. Both of 
these tmnsactions resulted in the change of control over K1.J. 
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Thus, the proposed acquisition, like the previous acquisitions, will permit KTJ to continue to 

meet its commitments to its customers and their community. 

The proposed acquisition, in contrast to the previous acquisitions, will be made by a 

domestic company that is headquartered in the TJnited States and that is aware from its 

domestic operations of the importance and viability of coal as a fuel supply for the generation 

of electric power. PPL understands that the proposed acquisition would be the third change 

of control of KTJ in 12 years. PPL intends to acquire and operate I<U as an important core 

asset. After the completion of the proposed acquisition, KU will continue to be a regulated 

utility subject to the Authority’s jurisdiction, and it will continue to emphasize - as PPL’s 

regulated utility subsidiaries currently do - customer satisfaction and commitment to the 

community. 

The proposed acquisition will result in the transfer of control of KU to a substantial, 

financially strong and well-managed utility holding company that has core strength in 

operating rate-regulated utilities with an extraordinary degree of customer satisfaction. The 

proposed acquisition will not be a financial investment by a global energy company; it will 

be a strategic combination of two companies that have similar business profiles and operating 

philosophies. For that reason, PPL will have every incentive to operate KU with the goal of 

sustainable long-term growth for the benefit of the company and its customers, employees, 

managers and community stakeholders. 

In day-to-day terms, the proposed acquisition is not expected to have any negative 

impact on customer service or reliability. Rates will not be affected. Because local 

management, operations and systems will remain intact, this will be a transparent transaction 

10 



for customers. For all of the reasons set forth above, the proposed acquisition furthers the 

public interest. 

. The Proposed Acquisittim 

The proposed acquisition was unanimously approved by the Board of Directors of 

PPL at a meeting held on April 27, 2010. The proposed acquisition does not require the 

approval of the shareholders of PPL. On April 27, 2010, the Supervisory Board of E.ON 

accepted the recomrnendation of the E.ON Board of Management to proceed with the 

proposed transaction. 

The closing of the transactions contemplated by the PSA is subject to several 

regulatory conditions, in addition to approval by the Authority. PPL, E.ON U.S., and KU 

will make all required federal and state regulatory filings on a timely basis, and they expect 

to receive all required approvals. 

The proposed acquisition must be approved by the Federal Energy Regulatory 

Commission (“FERC”) under Section 203 of the Federal Power Act (“FPA”). PPL and KU 

will file the necessary applications for approval under the FPA with FERC. 

The proposed acquisition will involve the transfer of ultimate control of certain 

wireless frequency licenses held by KU, which will require the approval of the Federal 

Communications C o d s s i o n  (‘‘FCP). K U  will file an application for approval of the 

transfer of ultimate control of the licenses with the FCC. 

The proposed acquisition must be approved by the Kentucky Public Service 

Commission (,‘WSCyy) and the Virginia State Corporation Commission (“VSCC”). The 

Petitioners filed a joint application for approval with the KPSC on May 28, 2010, and will 

file a joint application for approval with the VSCC on June 15,2010. 



The proposed acquisition is subject to the premerger notification and reporting 

requirements of the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended 

(“HSR Act”). PPL and E.ON will file the required premerger notification and report forrns 

with the 1J.S. Department of Justice and the Federal Trade Commission. 

The proposed acquisition, unlike the previous acquisitions by Powergen and E.ON, 

will not create conflicting regulatory issues under federal and state law governing public 

utility holding companies. Effective February 8, 2006, the Public Utility Holding Company 

Act of 1935 (the “1935 Act”) was repealed and replaced by the Public TJtility Holding 

Company Act of 2005 (“PUHCA 200S”).5 PPL is a holding company under PUHCA 2005, 

and includes a service company, PPL Services Corporation (‘TPL Services”), that supplies 

non-power goods and services to affiliates. KU is currently part of a holding company 

system that is operated by E.ON in compliance with PUHCA 2005, including the similar use 

of a centralized service company, E.ON IJS Services.6 

PUHCA 2005 requires holding companies and their affiliate companies, unless they 

meet narrow exemptions or waivers, to maintain and make available books and records 

necessary and appropriate for the protection of utility  customer^.^ In addition, PIJHCA 2005 

requires holding company service compdes,  such as E.ON U.S. Services, to maintain their 

records in accordance with FERC’s TJniform System of Accounts.’ Further, PUHCA 2005 

Energy Policy Act of 2005, Pub. L. No.109-58, August 8, 2005, 119 Stat. 594 (the “Energy Policy Act”), 55  
1263, 1274. 

Before the acquisition of LG&E Energy by Powergen in 2000, KTJ was exempt from the requirements of the 
1935 Act. After that acquisition, Powergen and the intermediate companies between Powergen and LG&E 
Energy became registered public utility holding companies under the 1935 Act, and LG&E Energy and KU 
became part of Powergen’s newly registered holding company system. After the acquisition of Powergen by 
E.ON in 2001, Powergen was reclassified as a foreign utility company under the 1935 Act, and E.ON became a 
registered public utility holding company system under the 1935 Act. LG&E Energy and KU became part of 
E.ON’s newly registered holding company system. 

5 

6 

18 C.F.R. 9 366.2 (2009). 
18 C.F.R. § 366.22(b) (2009). 
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mandates that holding companies and holding company service companies comply with 

FERC’s record retention rules.g PTJHCA 2005 also grants authority to state regulatory 

commissions to obtain access to books and records of a holding company and its affiliate 

companies, if the state commission determines such books and records are relevant to the 

costs incurred by the electric or gas distribution utility it regulates and access is necessary for 

the effective discharge by the state commission of its responsibilities.” More importantly, 

nothing in PTJHCA 2005 precludes FERC or a state commission from exercising its 

jurisdiction under otherwise applicable law to protect utility customers.” 

PPL currently is exempt from certain FERC regulations under PTJHCA 2005 because 

the hulk of its operations, as relevant to PUHCA 2005, are intrastate in character.12 After the 

completion of the proposed acquisition, PPL will no longer qualify as a single-state holding 

company system under PTJHCA 2005, and KU will become part of PPL’s holding company 

system under PUHCA 2005 and will be subject to the same regulation to which it is subject 

today. As noted above, there will be no change in the corporate structure of E.ON U.S. as a 

result of the transaction, including the use of E.ON US Services in compliance with PIJHCA 

2005. 

18 C.F.R. (i 366.22(a) (2009); the record retention rules are contained in 18 C.F.R. pts. 125 and 225. 
lo Energy Policy Act, (i 1265, codified at 42 U.S.C. 16453. 

Energy Policy Act, 5 1269, codified at 42 U.S.C. 16457. 
After the completion of the proposed acquisition, PPL expects to lose its “single-state holding company 

system” exemption under 18 C.F.R. (i 366(3)(c)( 1) and to be subject to FERC’s requirements as provided under 
PUHCA 2005. E.ON US Services will continue to operate as centralized service company providing services to 
KU/ODP under the Services Agreement previously approved by the Commission. PPL Services will not 
provide services to KTJ/ODP, but will continue to provide services to PPL Electric “at cost” as was the standard 
under the 1935 Act. See Order No. 667, Repeal of the Public Utility Holding Company Act of 1935 and 
Enactment ofthe Public Utility Holding Company Act of 2005, 113 F.E.R.C. STATS. 62 REGS. 7 61,248,70 Fed. 
Reg. 75592-01 (to be codified at I8 C.F.R. pts. 365,366); order on reh’g, Order No. 667-A, F.E.R.C. STATS & 
REGS. 7 31,213 (2006), order on reh’g, Order No. 667-B, F.E.R.C. STATS & REGS. 31,224 (2006), order on 
reh ’g, Order No. 667-C, 118 F.E.R.C. 7 61,133 (2007). 

9 
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12 
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The existing Power Supply System Agreement (“PSSA”) and Transmission 

Coordination Agreement (“TCA”) between LG&E and KU, each dated October 9, 1997, will 

remain in place and will not be affected by the proposed acquisition. 

Thus, after the completion of the proposed acquisition, KT.J will continue in existence 

as a corporation organized under Kentucky and Virginia law and will continue to use E.ON 

TJS Services in compliance with PTJHCA 2005; and the Authority will have the same 

ratemaking and regulatory authority to regulate the rates and services of K‘IJ under federal 

and Tennessee law as it does today. 

Because the proposed acquisition has received all necessary corporate approvals, 

because all federal and state regulatory filings incident to the proposed acquisition will be 

made on a timely basis and all required government approvals will be received before closing 

the transactions contemplated by the PSA, and because the proposed acquisition will not 

change the regulatory status of KTJ under Tennessee law, the proposed acquisition will be 

made in accordance with law. 

Notices and Communications regarding the Joint Petition should be sent to: 

D. Billye Sanders 
Attorney-at-Law 
35 14 Geneva Circle 
Nashville, Tennessee 37209 

sanders. bill ye@gmail.com 
(6 15) 500-7749 
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Kendrick R. Riggs 
Stoll Keenon Ogden PLLC 
2000 PNC Plaza 
500 West Jefferson Street 
Louisville, Kentucky 40202 

kendrick.riggs@skofirrn.com 
(502) 333-6000 

John R. McCall 
Executive Vice President, General Counsel and Corporate Secretary 
Allyson K. Sturgeon 
Senior Corporate Attorney 
E.ON U S .  LLC 
220 West Main Street 
Louisville, Kentucky 40202 

john.mccall@eon-us.com 
(502) 627-3665 

Dr. F r d  Fischer 
Vice President 
Legal Affairs - M&A/Integration 
E.ON AG 
E.ON-Platz 1 
4079 Diisseldorf 
Federal Republic of Germany 
+49 21 1-4579-757 

Counsel for E. ON AG, E. ON US Investments Corp., E. ON US. LLC 
and Kentucky [Jtilities Company 

John Knox Walkup BPR 7776 
Wyatt, Tarrant & Combs, LLP 
2525 West End Avenue 
Suite 1500 
Nashville, TN 37203 
(6 15) 244 0020 
Richard Northern 
Wyatt, Tarrant & Combs, LLP 
2800 PNC Plaza 
500 West Jefferson Street 
Louisville, KY 40202 

kwalkup@wy a t t f m  . com 
(502) 589-5235 
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Paul E. Russell 
Associate General Counsel 
PPL Services Corporation 
Two North Ninth Street 
Allentown, PA 1 8 10 1 

perussell@pplweb.com 
(6 10) 774-4254 

Counsel for PPI, Corporation 

, Petitioners request that the Authority enter a final order as follows: 

1. Finding that, after the acquisition of E.ON US.  by PPL pursuant to the PSA, 

K.U will continue to have the suitability, the financial responsibility, and the capability to 

perform efficiently the utility services to be transferred, and that the transfer of control of KU 

to PPL will benefit the consuming public and will M e r  the public interest; 

2. Approving the transfer of control of KU, including its authority to provide 

utility services deriving from its Certificate of Public Convenience and Necessity, as required 

by T.C.A. 565-4-113, through the acquisition of ownership and control of E.ON U.S. by 

PPL,; 

3. Approving, as applicable, pursuant to T.C.A. 565-4-112 the indirect 

acquisition of KTJ by PPL. 

4. Granting all other necessary or appropriate authorizations. 
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Dated: June 15,20 10 Respectfully submitted, 

D. Billye Sanders 
Attome y-at-Law 
3 5 14 Geneva Circle 
Nashville, Tennessee 37209 
(6 15) 500-7749 

-and- 

Kendrick R. Riggs 
J. Wade Hendricks 
Brad S. Keeton 
Stoll Keenan Ogden PLLC 
2000 PNC Plaza 
500 West Jefferson Street 
Louisville, Kentucky 40202 
(502) 333-6000 

- and - 

John R. McCall 
Executive Vice President, General Counsel 
and Corporate Secretary 
Allyson K. Sturgeon 
Senior Corporate Attorney 
E.ON 1J.S. LLC 
220 West Main Street 
Louisville, Kentucky 40202 
(502) 627-3665 

- and- 



2525 West End Avenue 
Suite 1500 
Nashville, TN 37203 
(6 15) 244 0020 
Richard Northern 
Wyatt, Tarrant & Combs, LLP 
2800 PNC Plaza 
500 West Jefferson Street 
Louisville, K Y  40202 
(502) 589-5235 

Paul E. Russell 
Associate General Counsel 
PPL Corporation 
Two Noi-th Ninth Street 
Allentown, PA 18 10 1 
(61 0) 774-4254 

Counse1,for PPL Corporation 



Exhibit A: Purchase and Sale Agreement (CONFIDENTIAL - filed under seal) 

Exhibit B: PPL,’s current corporate structure 

Exhibit C: E.ON’s current corporate structure 

Exhibit D: E.ON’s Corporate structure following consummation of the proposed 
acquisition 
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'6rEIRIFICATION OF PPL CORPOMTION 

COMMONWEALTH OF PENNSYLVANIA ) 

COUNTY OF LEHIGH 1 
) ss: 

PAUL A. FARR, Executive Vice President and Chief Financial Officer, PPI., 
Corporation, being duly sworn, deposes and says that he has read the foregoing Joint Petition and 
exhibits and lunows the matters contained therein, and that said matters are true and correct to the 
best of his knowledge and belief. 

STEVENS DUAI\TE, Assistant Secretary, PPL Corporation, being duly 
sworn, deposes and says that she has read the foregoing Joint Petition and exhibits and knows the 
matters contained therein, and that said matters are true and correct to the best of her knowledge 
and belief. 

c 

and belief. 

I 

Subscribed and sworn to before me, a Notary Public in and for the above County and 
State, on June 11 , 2010. 

I 

COMMONWEALTH OF PENNSYLVANIA 

My Commission Expires: ~ l ~ ~ i ~ ~ l l  



COMMONWEAL,TH OF KENTUCKY ) 
1 ss: 

COTJNTY OF JEFFERSON ) 

Lonnie E. Bellar, Vic 
Kentucky TJtilities Company 
and says that he has read the foregoing Joint Petition and exhibits and knows the matters 
contained therein, and that said matters are true and correct to the best of his knowledge and 
belief. 

of E.ON U.S., L,LC and 
being duly sworn, deposes 

John R. McCall, Executive Vice President, General Counsel, Corporate Secretary and 
.ON 1J.S. LL,C and Kentucky Utilities Compan 
ing duly sworn, deposes and says that he has r oing 

d knows the matters contained therein, and that said matters are true 
and correct to the best of his knowledge and belief. 

Subscribed and sworn to before me, a Notary Public in and for the above County and 
State, on June /y* , 2010. 

My Commission Expires: 

l-bw-J% I aQJ0 



This is to certify that the foregoing Joint Petition was served on the following by U.S. 
Mail, postage prepaid, this 15th day of June, 20 10. 

Office of the Tennessee Attorney General & Reporter 
Consumer Advocate and Protection Division 
P.O. Box 20207 
Nashville, TN 37202 

400001.137368/630322.6 
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