R R L T e T S e e

~ Enclosure 1 to PLA-7350
PPL Corporation Annual Report 2014



&
o
<
o
©
a
o
O
O
i
a
o




InJune 2014, PPL Corporation announced an agreement to spin off its competitive generation business, PPL Energy
Supply, LLC, and to combine it with the competitive generation business of Riverstone Holdings LLC to form Talen Energy
Corporation, a new, stand-alone, publicly traded company.

At the time of this report's publication, we expect the transaction to close in the second quarter of 2015.
The summary below represents PPLas of Dec. 31, 2014.

Headquarters: Allentown, Pa.

$11.5 billion in annual revenue

Total assets of $48.9 billion

Market capitalization of $24 billion

More than 10 million utility customers (electric and gas) in the U.S.and U.K.
About 18,000 megawatts of generation capacity

More than 17,000 full-time employees

Approximately 200,000 miles of electric lines

Recipient of multiple customer satisfaction honors

MAJOR BUSINESS SEGMENTS KEY INFORMATION

U.K. Regulated PPL's U.K. Regulated segment consists of the regulated electricity distribution
operations of Western Power Distribution, which serves 7.8 million customers
in central and southwest England and Wales.

Kentucky Regulated PPLs Kentucky Regulated segment consists primarily of the regulated
electricity and natural gas operations of Louisville Gas and Electric Company
and Kentucky Utilities Company, which serve 1.3 million customers in
Kentucky, Virginia and Tennessee, and operate about 8,000 megawatts of
regulated generating capacity.

Pennsylvania Regulated PPLs Pennsylvania Regulated segment consists of the regulated electricity de-
livery operations of PPL Electric Utilities Corporation, which serves 1.4 million
customers in eastern and central Pennsylvania.

Supply PPLs Supply segment consists primarily of about 10,000 megawatts of
competitive electricity generation from diverse sources in Pennsylvania and
Montana, along with the energy marketing business of PPL EnergyPlus, LLC in
key U.S. competitive markets.




DEAR SHAREOWNERS,

Each day, as the sun rises across cities, suburbs and rolling
hills both east and west of the Atlantic Ocean, customers of
PPL companies awaken—renewed, reinvigorated and ready
to tackle the challenges that await.

They are people that understand full well the value of a
hard day's work, of making a difference, of family and of
community.

Here at PPL, we share their values. We are driven each day by
a quiet determination to ensure that every single one of our
customers has the electricity they count on to power their
lives. We are driven to deliver on our commitment not only
to them, but to you—our shareowners.

That's precisely what 2014 was all about.

A watershed moment for PPL.

In June, we announced an agreement to spin off our Energy
Supply business and combine it with the competitive
generation business of Riverstone Holdings LLC. This
unique transaction will create a new, stand-alone, publicly
traded independent power producer named Talen Energy
Corporation.

We feel confident that the spinoff of our Energy Supply
business offers the best path forward for both PPL's

regulated and supply businesses. Both will emerge as
stronger companies. At the same time, the spinoff will give
investors clear choices and, we believe, unlock the full value of
both businesses for you, our shareowners.

As a result of the spinoff, PPL shareowners will receive a
fraction of a share in Talen Energy for every share of PPL
Corporation that they own. Collectively, our shareowners will
own 65 percent of Talen Energy upon closing, which we expect
will occur in the second quarter of 2015.

The new company will emerge from the gates as a strong and
lean competitor with the financial agility, cost structure and
scale to grow and succeed. It will own and operate a diverse
mix of generation in key U.S. competitive energy markets,
including those in the Mid-Atlantic region and in Texas.

Talen Energy will be led by an executive management team

that will come from PPL Corporation. And many of its plants
will be run by many of the same dedicated people who have
run them successfully for years

In short, Talen Energy will be poised to succeed in the compet-
itive generation sector.

And just as it will grow stronger, so too will PPL.

A bright past. An even brighter future.

Emerging from the spinoff, PPL Corporation will be composed
solely of high-performing, award-winning regulated utilities
in the United Kingdom and the United States and will be
poised to add value for both customers and shareowners

We expect to maintain a strong balance sheet, investment-
grade credit ratings, strong cash flow and a competitive
dividend. With nearly $18 billion in projected infrastructure
investment over five years and businesses located in
constructive regulatory environments with near-real time
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recovery available for about 70 percent of our capital
expenditures, we project compound annual growth of

7 percent in the combined rate base of our regulated
businesses. The net result of that growth is roughly equivalent
to adding another major utility to our portfolio of companies.

That growth —combined with the continued excellent
performance of our utilities and $75 million in targeted
annual corporate support cost savings as part of our
restructuring — gives us great confidence that we will
achieve compound annual earnings growth of 4 to 6
percent through at least 2017.

Another reason to feel confident about the future is our
performancein 2014.

Another strong year for PPL.

Our businesses continued to perform well in 2014, with
results at PPLs regulated utility and competitive supply
segments enabling PPL to achieve earnings from ongoing
operations that were at the top of our forecast range. Our
stock price rose 21 percent for the year, and we executed
capital investment of about $4 billion across our business
segments.

In the United Kingdom, we secured “fast-track” approval for
the business plans that will guide our four Western Power
Distribution (WPD) subsidiaries through the new 8-year price
control period that began April1, 2015. U.K. regulators ranked
our companies as the top four performers in the U.K. based on
customer service and satisfaction. In addition, we were the
top achievers in reliability performance and stakeholder
engagement.

Based on WPD's continued strong performance, it was named
“Utility of the Year” by the international edition of Utility
Week, marking back-to-back years that a PPL company was
named Ultility of the Year and underscoring the value we see
inour U.K. business.

Meanwhile, in Kentucky we continued to make progress on
major capital projects, investing more than $1 billion in
capital improvements. Construction of our new combined-
cycle natural gas-fired generating unit at Cane Run proceeded
on schedule. We completed several major environmental
upgrades at our Ghent and Mill Creek power plants. We
requested a rate increase as a result of the continued
infrastructure investment we're making and anticipate new
rates taking effect July 1. And in late December, our Kentucky
subsidiaries received state approval to build a 10-megawatt
solar energy facility, the state's first major solar facility.
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In Pennsylvania, PPL Electric Utilities forged ahead with major
infrastructure investments of its own to strengthen reliability
and reduce congestion on the regional transmission grid.

We neared completion of the Pennsylvania portion of the
150-mile Susquehanna-Roseland transmission line and
progressed more than halfway on another large transmission
project that includes 58 miles of power lines and three
substations. The two projects combined represent a nearly

$1 billion investment in the region's electric grid.

At the same time, PPL Electric Utilities continued to make
major investments in its distribution system, including the
installation of smart grid technology that improves reliability
and provides powerful new capabilities to monitor system
operations.

Finally, our supply business executed well despite significant
market challenges, aggressively taking steps to control

costs and to prepare the business to stand on its own upon
completion of the spinoff. In November, we also completed
the sale of our 11 Montana hydroelectric facilities to
NorthWestern Energy for $900 million — proceeds that

will remain with PPL and be used to support continued
infrastructure investment.

Forward with confidence.

Clearly, it was an eventful year, one that only enhances my
confidence in the future of our company as we seek to grow
the value of your investment. Just as our customers are
renewed and reinvigorated by the dawn of a new day, we are
renewed and reinvigorated with the opportunities ahead for
both PPL and the new business our spinoff will create.

| am blessed to work each day with some of the best in our
industry —employees who don't seek the limelight but focus,
instead, on achieving results for our customers and for you,
our shareowners. We appreciate the trust you've placed in us.
We thank you for your continued investment in PPL.

Sincerely,

William H. Spence

Chairman, President and Chief Executive Officer
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FINZA NCIAL & OPERATINGHIGHLIGHTS

FINANCIAL HIGHLIGHTS

For the years ended Dec. 31

FINANCIAL 2014 2013
Operating revenues (mlllrons) = V $11,499 $11,721
Netincome attnbutable to PPLshareowners (millions) 1,737 1,130
Earnings from ongoing operations (mllhons) (@ : 1,629 1,591
Earnings per share - Basic - - 2.64 1.85
Earnings per share - Dlitlteci. - . 2.61 1.76
Earnings per share - Diluted - ongoing operations (b) 2.45 2.45
Dividends declared per share 1.49 1.47
Total assets (millions) (c) . M 48,864 46,259
Book value per share (c) | 20.47 19.78
Market price pershare (© o 36.33 W 3009
Drvrdendyleld( ) T e 41% 4.9%
Dividend payout ratro (d) : ' - 57% 84%
DIVIdend payout ratio- ongomg operatlons (b)(d) 61% - goa/;
Market pnce/book value ratlo (© . 178% 152%
Prlce/eammgs ratlo (d) . . 13.9 17.1
Prlce/earnmgs ratro ongomg operatrons (b)(d) 14.8 123
Ratio of earnings to fixed charges ( ) ' 3.1 21
Return on average common equity 13.0% 9.8%
Return on average commorrequrty— ongoingoperations ) . 122% 13.9%
OPERATING

Domestic— Electric energy supplied - retail (GWh) 46,368 44,564
Domestrc Electric energy supphed who!esale (CWh) 57,355 ' 6 124
Domest|c Electrlc energy dehvered retail (G\A/h) 68,569 67,848
UK. - Electrnc energy dellvered (C\A/h) 75,813 78,219
System capacity controlled orowned (megawatts) ( ) | 0 17,983 18757
Number of electric customers (millions) (c) 10.1 100
(@) “Earnings from ongoing operations,” also referred to as ‘ongoing earnings” should not be considered as an alternative to reported

earnings, or netincome attributable to PPL shareowners, which is an indicator of operating performance determined in accordance
with U.S. generally accepted accounting principles (GAAP). PPL believes that ‘earnings from ongoing operations,” although a non-CAAP
financial measure, is also useful and meaningful to investors because it provides management’s view of PPLs fundamental earnings
performance as another criterion in making 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. See
“Reconciliation of Net Income Attributable to PPL Shareowners to Earnings from Ongoing Operations” on page 226 of this report.

(b) Calculated using earnings from ongoing operations.
() Endof period.

(d) Calculated using diluted earnings per share.

(e) Computed using earnings and fixed charges of PPL and its subsidiaries. Fixed charges consist of interest on short- and long-term debt,
amortization of debt discount, expense and premium - net, other interest charges and the estimated interest component of operating
rentals.

PPL Corporation 2014 Annual Report "




DIVIDENDS & TOTAEREFGURN

Dividends paid on PPL common stock are an important part of “total shareowner return,” which we
define as common stock price appreciation plus reinvested dividends.

PPLincreased its common stock dividend 12 times in 14 years through 2014. On a percentage basis, the
dividend has increased by 181 percent in that period. The company intends to maintain the current
dividend through the completion of the spinoff of PPL Energy Supply, after which dividend growth is
expected.

Dividend increases reflect continued confidence in the strength of PPL's business portfolio and
prospects for future growth. Rate-regulated utility businesses accounted for 88 percent of ongoing
earnings in 2014 and provide a high level of stability to our earnings forecasts, dividend and credit
ratings.

Compavison of 5-Year Cumulative Total Return
For PPL Corporation, S&P 500® Index and EEIl Index of Investor-owned Electric Utilities*

Value of Investment ($)

$210
s PP Corporation

$201.91
200
: S&P 500" Index

$190

e | [ndex of Investor-owned
Electric Utilities

$188.19
$180

$170
$160
$150 $147.37

$140

$130

$120

$110

$100

$90

$80

$70

$60

$50 - —t ' ; - +
12/31/09 12/31/10 12/31/11 12/31/12 12/31/13 12/31/14

ed tiectric Utiities




FINANCIAL TABLEOFCONTENTS

close o el pbpetions.... .. .. . 0 1
BUSINBSS ... ... L e o e L 10
Selected FinancialdndOperatingData ... o 27
Combined Management's Discussion and Analysis of Financial Condition and

KesiteiOpeniepe. . 0. 0 0 0 28
Reports of Independent Registered Public Accounting Firms .87
Lsnlcdled sitenee il lielie. . . L s 89
Consolidated Statements of Comprehensive Income ..o Gl e 90
Consolidated StatementsofCashfows. ... ' . | . . . . 91
Coniolidated BalanceSheets . ... .. . ... 0 92
Consolidated Statementsof Equity. ... .0 94

Combined Notes to Financial Statements

-Note1 Summaly of Sienificant AceountingbPolicies ... > .. o0 L 0 0 95
Note 2 Segment and Related Information ... ... s e 110
Note 3 Bafoedsecaree - 0 0 0 12
Note 4 bapile Petshie. . 0 0 0 113
Note 5 IneomeandOikerlaies 0 e o L 0 14

| Note 6 Utility RateRegulation i e e i g i i 126
Note 7 FINanCINEACHIVIEIES .. i i e 136
Note 8 Atquisitions Developmentand Divestitures . ... .0 .. .08 . 142
Note 9 beases .. e 146
Note 10 Stoek-Bated Comnpentation. = 00 w0 e 147
Note 11 Retiretnientand PostemblovmentBepefle. - - 20 .. = . o 152
Note 12 Jointly Owned Facilities.................

Note 13 Commitments and Contingencies.

Note 14 Releterbany Balsattions 0o o0 0 0

Note 15 OtherIncome(Expense)-net ... ... ... .. ... ... ... .
Note 16 Fair Value Measurements and Credit Concentration ..., 193
Note17 Derivative Instrumentsand Hedging ACtIVILIES ... 201
Note 18 Cooawilland Otheilomnoible Asgers. 0. 0 0 2 213
Note 19 AssetRetitementOblioations . ... . .. L. 217
Note 20 Available-for-SaleSecurities ... ... 218
Note 21 Accumulated Other Comprehensive Incomelloss) ... ... . 219
Note 22 New Accounting Guidance Pending Adoption...... ... . 220
Quarterly Financial, Common Stock Price and Dividend Data (Unaudited).................ooooieiiviviii 223
Management's Report on Internal Control over Financial Reporting ..., 225

Reconciliation of Net Income Attributable to PPL Shareowners to Earnings from Ongoing Operations .226

This annual report contains certain information excerpted from PPL Corporation's 2014 Form 10-K Report, which was filed with the
Securities and Exchange Commission on Feb. 23, 2015. Certain references are made in this annual report to the ‘Forward-Looking
Information” and “Item 1A. Risk Factors” sections of the 2014 Form 10-K that are not set forth herein, but are hereby incorporated in
this annual report by reference to the 2014 Form 10-K. Readers should refer to the 2014 Form 10-K for the complete text of such
incorporated items. The audited financial statements of PPL Corporation for the year ended Dec. 31, 2014, are included in this annual
report. PPL Corporation’s notes to the financial statements, however, are presented on.a combined basis together with notes for its
subsidiary registrants, as filed in the 2014 Form 10-K. As a result, separate footnote information is provided for PPL Energy Supply, LLC,
PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company.

The separate financial statements of these subsidiary registrants are not presented in this annual report.




Form 10-K for the year ended Dec. 31, 2014, was filed by PPL Corporation with the U.S. Securities and Exchange
Commission on Feb. 23, 2015. Please visit PPL Corporation’s website, www.pplweb.com/investors, for the full text.



GLOSSARY OF TERMS AND ABBREVIATIONS

PPL Corporatlon and its subs:dlarles

KU - Kentucky Utilities Company, a pubhc utility subsidiary of LKE engaged in the regulated generation, transmission,
distribution and sale of electricity, primarily in Kentucky. )

LG&E - Louisville Gas and Electric Company, apublic utility subsidiary of LKE engaged in the regulated generation,
transmission, distribution and sale of electricity and the distribution and sale of natural gas in Kentucky.

LKE - L.G&E and KU Energy LLC, a subsidiary of PPL and the parent of LG&E, KU and other subsidiaries.
LKS - LG&E and KU Services Company, a subsidiary of LKE that provides services to LKE and its subsidiaries.

PPL - PPL Corporation, the parent holding company of PPL Electric, PPL Energy Funding, PPL Capital Funding, LKE and
other subsidiaries. .

PPL Brunner Island PPL Brunner Island, LLC, a subs1d1ary of PPL Generation that owns generating operations in
Pennsylvania.

PPL Capital Fi'.undmg' PPL Capital Funding, Inc., a financing subsrdlary of PPL that proyides financing for the operations
of PPL and certain subsidiaries. Debt issued by PPL Capital Fundmg is guaranteed as to payment by PPL.

PPL Electric - PPL Electric Utilities Corporation, a public utility subsrdrary of PPL engaged in the regulated transmission
and distribution of electricity in its Pennsylvania service area and that provides electricity supply to its retail customers in this
area as a PLR

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

PPL EnergyPlus - PPL, EnergyPlus, LLC, a subsidiary of PPL Energy Supply that markets and trades wholesale Aand-ret'ail
electricity and gas, and supplies energy and energy services in competitive markets.

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

PPL EU Services - PPL EU Services Corporation, a subsidiary of PPL that, beginning in 2013, provides support services
and corporate functions such as financial, supply chain, human resources and mformation technology services primarily to
PPL Electric and its affiliates.

PPL Generation - PPL Generation, LLC, a subs1d1ary of PPL Energy Supply that owns and operates U.S. generatmg
facilities through various subsidiaries.

PPL Global - PPL Global, LLC, a subsidiary of PPL Energy Funding that primarily through its subsrdiaries owns and
operates WPD, PPL's regulated electricity distribution businesses in the U.K.

PPL Holtwood - PPL Holtwood LLC, a subsidiary of PPL Generation that owns hydroelectrlc generatmg operations in .
Pennsylvania.

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

' PPL Montour - PPL Montour, LLC, a subsidiary of PPL Generation that owns generating operations in Pennsylvania.

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




e i : [ SCR R . ' A
PPL Susquehanna - PPL Susquehanna LLC a subs1d1ary of PPL Generatlon that owns a nuclear-powered generatrng
stat1on - ~ . . .

PPL WEM - PPL. WEM Holdings Limited, an 1nd1rect UK. subs1d1ary of PPL Global

PPL WW - PPL WW Holdmgs lelted an 1nd1rect U K subs1d1ary of PPL Global
Reglstrant(s) refers to the Reglstrants named on the: cover of th1s Report (each a "Regrstrant" and collectlvely, the
"Registrants"). ’

s

Subsidiary Reglstrant(s) Regrstrants that are dlrect or 1nd1rect wholly owned subs1d1ar1es of PPL PPL Energy Supply, '

- PPL Electrrc LKE, LG&E and KU. -

b WPD refers’ to WPD Ltd and its. subs1d1ar1es together with a sister: company PPL WPDLtd. - = -, _ ’",

, WPD (East Mldlands) Western Power D1str1but10n (East M1dlands) plc a British reg1onal electr1c1ty d1str1but10n ut111ty
. company. RS , )

WPD Ltd - Western Power D1str1but1on Limited, an indirect U.K. subs1d1ary of PPL Global. Its prmc1pal 1nd1rectly owned . ~
subsidiaries are WPD (East Mldlands) WPD (South Wales) WPD (South West) and WPD (West M1dlands) - '

WPD Mldlands refers to WPD (East delands) and WPD (West Mldlands) collectlvely

WPD ( South Wales) Western Power Dlstrrbutlon (South Wales) plc a Br1t1sh reglonal electr101ty d1str1but1on ut111ty
company ' . ) . .

- WPD { South West) - Western Power Dlstrlbutlon (South West) plc, a Br1tlsh reglonal electrlclty dlstrlbutlon ut111ty o
company.

WPD(( West Mldlands) Western Power D15tr1but1on (West Mldlands) plc a Br1t1sh reg1onal electr1c1ty dlstrlbunon ut111ty
’ company. ’

' WKE Westem Kentucky Energy Corp a sub51d1ary of LKE that leased certain non-ut1hty generatmg plants in western
. Kentucky until July 2009 - s

' Other terms and-abbreviations -

£- Br1t1sh pound sterllng

. 2001 Mortgage Indenture PPL Electrrc s Indenture dated as of August 1, 2001, to The Bank of New York Melion (as

- successor to .TPMorgan Chase Bank), as trustee as supplemented .
2010 Equtty Unlt(s) a PPL equity. umt issued in June 2010, cons1st1ng ofa 2010 Purchase Contract and 1n1t1ally, a 5 O%

- undivided beneficial ownershlp 1nterest in $1 000 pr1ncrpal amount of PPL Cap1ta1 Fundmg 4 625% Jumor Subordmated )

Notes due 2018; =~ "~ *" - ‘ ) . ‘ f‘l

, 2010 Purchases Contract(s) a contract that is a component ofa 2010 Equ1ty Un1t requ1r1ng holders to purchase shares
~ of PPL common stock on or pnor to July 1 2013. .

2011 Equ:ty Unlt(s) -a PPL equity unit, 1ssued in April 2011, consisting of'a 2011 Purchase Contract and, 1n1t1ally, as. 0% L
undivided benéficial ownersh1p 1nterest in $1 000 principal amount of PPL Capital Funding 4.32% Junior Subordinated
Notes due 2019




2011 Purchase Contract(s) - a contract that is a component ofa2011 Equ1ty Unit requiring holders to purchase shares of
PPL common stock on or prior to May 1,2014.

401(h) account .A sub-account established within a qualified pension trust to provide for the payment of retiree med1cal
costs.

Act 11 - Act 11 of 2012 that became effective on April 16, 2012. The Pennsylvania legislation authorizes the PUC to
approve two specific ratemaking mechanisms: the use of a fully projected future test year in base rate proceedmgs and,
subject to certain conditions, a DSIC. . .

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

AEPS - Alternative Energy Portfolio Standard.

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

AOCI - accumulated other comprehensive income or loss.
ARO asset retirement obllgauon
Baseload generatlon - includes the output provided by PPL's nuclear coal, hydroelectrlc and qual1fy1ng facilities.

Basis - when used in the context of derivatives and commodity tradmg, the cornmod1ty price differential between two
locations, products or time periods. .

"Bcf - billion cubic feet.

Cane Run Unit 7 - » a natural gas combined-cycle unit under construction in Kentucky, jointly owned by LG&E and KU,
which is expected to prov1de add1t1onal electric generatlng capacity of 640 MW (141 MW and 499 MW to LG&E and KU) in
2015.

CCR - Coal Combustion Residuals. CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes.

" Clean Air Act - federal legislation enacted to address certain environmental issues related to air emissions, including acid

rain, ozone and toxic air emissions.

COBRA - Consolidated Omnibus Budget Reconciliation Act which provides individuals the option to temporarily contmue
employer group health insurance coverage after termination of employment.

COLA - license application for a combined construction permit and operating license from the NRC for a nuclear plant.
CPCN - Certificate of Public Convenience and Necessity. Authority granted by the KPSC pursuant to Kentucky Revised
Statute 278.020 to provide utility service to or for the public or the construction of certain plant, equipment, property or
facility for furnishing of utility service to the public.

CSAPR - Cross-State Air Pollution Rule.

Customer Choice Act - the Pennsylvania Electricity Generation Customer Choice and Competition Act, legislation

_ enacted to restructure the state's electric utility- industry to create retail access to a competitive market for generation of

electricity.

Depreciation not normalized - the flow-through income tax impact related to the state regulatory treatment of
depreciation-related timing differences.




DNO - Distribution Network Operator in the U.K.

Dodd-Frank Act - the Dodd-Frank Wall Street Reform and. éonsumer Protection Act that was signed into law in July 2010.
DOE - Department of Energy. .

DOJ - Department of Justice.

DPCR4 - Distribution Price Control Review 4, the UK. five-year rate review period applicable to WPD that commenced
April 1, 2005

DPCRS - Distrrbutlon Price Control Rev1ew 5, the UK. ﬁve-year rate review period applrcable to WPD that commenced
April 1, 2010. , .

DRIP - Dividend Reinvestment and Direct Stock Purchase Plan.

DSIC - the Distribution System Improvement Charge authorized under Act 11, which is an alternative ratemaking
mechanism providing more-timely cost recovery of qualifying distribution system capital expenditures. "

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

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

EBPB - Employee Benefit Plan Board. The administrator of PPL's U.S. qualified retirement plans, which is charged with =~
the fiduciary responsibility to oversee and manage those plans and the investments associated with those plans.

ECR - Env1ronmental Cost Recovery Pursuant to Kentucky Rev1sed Statute 278 183 Kentucky electrlc utrhties are entitled.
to the current recovery of costs of complying with the Clean Air Act, as amended, and those federal, state or local

environmental requirements that apply to coal combustion wastes and by- products from the productlon of energy from coal.

EEI - Electric Energy, Inc., owns and operates a coal-fired plant and a natural gas fac111ty in southern Illln01s KU's 20%
ownership interest in EEI is accounted for as an equity method investment.

E.ON AG - a German corporation and the parent of E.ON UK plc, and the indirect parent of E.ON US Investments Corp "
" the former parent of LKE.

EPA Envrronmental Protectlon Agency, a U. S government agency.
EPS - eamlngs per share
Equity Units - refers collectively to the 2011 and 2010 Equity Units.

ERCOT - the Electric Reliabrlity Council of Texas, operator of the electrlclty transm1ss1on network and electricity energy
market in most of Texas.

ESOP - Employee Stock Ownership Plan..
EWG - exempt wholesale generator.
E.W. Brown - a generating station in Kentucky with capacity of 1,594 MW.

FERC - Federal Energy Regulatory Commission, the U.S. federal agency that regulates, among other things, interstate
transmission and wholesale sales of electricity, hydroelectric power projects and related matters.

4 .




Fitch - Fitch, Inc., a credit rating agency.
FTRs - financial transmission rights, which are financial instruments established to manage price risk related to electricity
transmission congestion that entitle the holder to receive compensation or require the-holder to remit payment for certain

congestion-related transmission charges based on the level of congestion between two prlcmg Iocatlons known as source and
sink.

GAAP - Generally Accepted Accounting Principles in the U.S.
GBP - British pound sterling.
GHG - greenhouse gas(es).

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

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

Holdco - Talen Energy Holdings, Inc., a Delaware Corporation, which was formed for the purposes of the spinoff
transaction. :

IBEW - International Brotherhood of Electrical Workers.

ICP - Incentive Compensation Plan.

ICPKE - Incentive Compensation Plan for Key Employees.

If-Converted Method - A method applied to calculate diluted EPS for a company with outstanding convertible debt. The
method is applied as follows: Interest charges (after-tax) applicable to the convertible debt are added back to net income and
the convertible debt is assumed to have been converted to equity at the beginning of the period, and the resultmg common
shares are treated as outstanding shares. Both adjustments are made only for purposes of calculating diluted EPS. ThlS
method was apphed in 2013 and 2014 to PPL's Equity Units prlor to settlement

Intermedlate and peaklng generation - includes the output provided by PPL's 0il- and natural gas-fired units.
Ironwood Acquisition - In April 2012, PPL Ironwood Holdings, LLC, an indirect, wholly owned subsidiary of PPL"
Energy Supply, completed the acquisition from a subsidiary of The AES Corporation of all of the equity interests of AES
Ironwood, L.L.C. (subsequently renamed PPL Ironwood, LLC) and AES Prescott, L.L.C. (subsequently renamed PPL
Prescott, LLC), which together own and operate, a natural gas combined-cycle unit in Lebanon, Pennsylvania.

Ironwood Facility - a natural gas coiﬁbined—eycle unit in Lebanon, Pennsylvania with a summer rating of 662 MW.

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

KPSC - Kentucky Public Service Commission, the state agency that has Jurlsdlctlon over the regulatlon of rates and service
of utilities in Kentucky.

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

kV - Kilovolt.
kWh - kilowatt-hour, basic unit of electrical energy. ‘

LCIDA - Lehigh County Industrial Development Authority.




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

, LIBOR - London Interbank Offered Rate: ‘
LTIP - Long Term Infrastructure Improvement Plan.

MACRS - Modified Accelerated Cost Recovery System that is used to recover the basis of most business and investment
property placed in service after 1986.

MATS - Mercury and Air Toxics Standards.

MDEQ - Montana Department of Environmental Quality.
MEIC - Morrtana Environmental Information Center.

MMBtu - One million British Thermal Units.

Moody'’s - Moody's Investors Service, Inc., a credit rating agency.
MW - megawatt, one thousand kilcwatts.

MWh - megawatt-hour, cne thousand kilowatt-hours.

NDT - PPLISusquchanna's nuclear plant decommissioning trust.
NERC - North American Electric Reliability Corporation.
NGCC Natural gas- ﬁred combmed cycle generating plant.
NOL - Net operating loss.

NorthWestern - NorthWestern Corporation, a Delaware corporation, and successor in interest to Montana Power's
electricity delivery business, including Montana Power's rights and obligations under contracts with PPL Montana.

NPNS - the normal purchases and normal sales exception as permitted by derivative.accounting rules. Derivatives that
qualify for this exception may receive accrual accounting treatment. :

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

NUGs - non-utility generators, generating plants not owned by public utilities, whose electrical output must be purchased by
utilities under the PURPA if the plant meets certain criteria.

OCI - other comprehensive income or loss.

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

Opacity - the degree to which emissions reduce the transmlssron of light and obscure the view of an object in the
background. There are emission regulations that limit the opacity of power plant stack gas emissions.




OVEC - Ohio Valley Electric Corporation, located in Piketon, Ohio, an entity in which LKE indirectly owns an 8.13%
interest (consists of LG&E's 5.63% and KU's 2.50% interests), which is accounted for as a cost-method investment. OVEC
owns and operates two coal-fired power plants, the Kyger Creek plant in Ohio and the Clifty Creek plant in Indiana, with
combined summer rating capacities of 2,120 MW.

PADEP - the Pennsylvania Department of Environmental Protection, a state government agency.

PEDFA - Pennsylvania Economic Development Financing Authority.

PJM - PJM Interconnection, L.L.C., operator of the electricity transmission network and electricity energy market in all or
parts of Delaware, Illinois, Indiana, Kentucky, Maryland, Michigan, New Jersey, North Carohna Ohio, Pennsylvania,
Tennessee V1rg1n1a West Virginia and the Dlstrlct of Columbia.

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

PP&E - property, plant and equipment.

PUC - Pennsylvania Public Utility Commission, the state agency that regulates certain ratemaking, services, accounting and
operations of Pennsylvania utilities.

Purchase Contract(s) - refers collectively to the 2010 and 2011 Purchase Contracts, Wthh are components of the 2010
and 2011 Equity Units. .

PURPA - Public Utility Regulatory Policies Act of 1978, legislation passed by the U.S. Congress to encourage energy’
conservation, efficient use of resources and equitable rates.

RAY - regulatory asset value. This term, used within the U.K. regulatory environment, is also commonly known as RAB or
regulatory asset base. RAV is based on historical investment costs at time of privatization, plus subsequent-allowed additions
less annual regulatory depreciation, and represents the value on which DNOs earn a return in accordance with the regulatory
cost of capital. RAV is indexed to Retail Price Index in order to allow for the effects of inflation. Since the beginning of
DPCRS in April 2010, RAV additions have been based on a percentage of annual total expenditures. Although calculated
differently, RAV is intended to represent expenditures that have a long-term benefit to WPD (similar to capltal projects for.
the U.S. regulated businesses that are generally included in rate base).

RCRA - Resource Conservation and Recovery Act of 1976.
RECs - Renewable Energy Credits.

Regional Transmission Expansion Plan - PJM conducts a long-range Regional Transmission Expansion Planning
process that identifies changes and additions to the grid necessary to ensure future needs are met for both the reliability and
the economic performarnce of the grid. Under PIM agreements, transmission owners are obligated to build transmission
prOJects assigned to them by the PIM Board

RFC ReliabilityFirst Corporation, one of eight regional entmes with delegated authority from NERC that work to safeguard
the reliability of the bulk power systems throughout North America. :

RIO-ED1 - RIIO represents "Revenues = Incentive + Innovatlon + Outputs - Electr1c1ty Distribution." RIIO-ED1 refers to
the initial eight-year rate review perlod applicable to WPD commencing Apr11 1,2015.

Riverstone - Riverstone Holdings LLC, a Delaware limited liability company and ultimate parent company of the entities
that own the competitive power generation business to be contributed to Talen Energy other than the competitive power
generation business to be contributed by virtue of the spinoff of a newly formed parent of PPL Energy Supply.




RJS Power - RJS Generation Holdings LLC, a Delaware limited liability company controlled by Riverstone, that owns the
‘competitive power generation business to be contributed by its owners to Talen Energy other than the competitive power
generation business to be contributed by virtue of the spinoff of a newly formed parent of PPL Energy Supply.

RMC - Risk Management Committee.

RTO - Regional Transmission Organization.

" S&P - Standard & Poor's Ratings Services, a credit rating agency.

Sarbanes-Oxley - Sarbanes-Oxley Act of 2002, which sets requirements for manhagement's assessment of internal controls *
for financial reporting. 1t also requires an independent auditor to make its own assessment.

Scrubber - an air pollution control device that can remove particulates and/or gases- (prrmarlly sulfur d10x1de) from exhaust
gases. :

SEC - the U.S. Securities and Exchange Commission, a U.S. government agency prrmarlly responsible to protect investors -
and maintain the 1ntegr1ty of the securities markets

SERC - SERC Reliability Corporation, one of eight regional entities with delegated authority from NERC that work to
safeguard the reliability of the bulk power systems throughout North America.

SIFMA Index - the Securities Industry and Financial Markets Association Municipal Swap Inden.

SIP - PPL Corporatlon ] 2012 Stock Incentive Plan.

Smart meter - an electrlc meter that utlhzes smart metering technology

Smart metering technology technology that can measure, among other things, time of electricity consumption to permit
offering rate incentives for usage during lower cost or demand 1ntervals The use of this technology also has the potential to

strengthen network reliability.

"SMGT - Southern Montana Electric Generation & Transmission Cooperative, Inc., a Montana cooperative and purchaser of
electricity under a long-term supply contract with PPL EnergyPlus that was terminated effective April 1, 2012,

"~ SNCR - selective non-catalytic reduction, a pollution control process for the removal of nitrogen oxide from exhaust gases
using ammonia.

Spark Spread - a measure of gross margin representing the price of power on a per MWh basis less the equivalent measure
of the natural gas cost to produce that power. This measure is used to describe the gross margin of PPL and its subsidiaries'
competitive natural gas-fired generating fleet. This term is also.used to describe a derivative contract in which PPL and its
subsidiaries sell power and buy natural gas on a forward basis in the same contract.

Superfund - federal environmental statute that addresses remediation of contaminated sites; states also have similar statutes.

Talen Energy - Talen Energy Corporation, the Delaware corporation formed to be the publicly traded company and owner
of the competitive generation assets of PPL Energy Supply and certain affiliates of Riverstone.

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

Toliling agreement - agreement whereby the owner of an electricity generating facility agrees to use that facility to convert
fuel provided by a third party into electricity for delivery back to the third party.

Total shareowner return - change in market value of a share of the Company's common stock plus the value of all
dividends paid on a share of the common stock during the applicable performance period, divided by the price of the
common stock as of the beginning of the performance period.




TRA - Tennessee Regulatory Authority, the state agency that has Jurlsd1ctlon over the regulation of rates and service of
utilities in Tennessee.

Treasury Stock Method - A method applied to calculate diluted EPS that assumes any proceeds that could be obtained

upon exercise of options and warrants (and their equ1valents) Would be used to purchase common stock at the average market
price during the relevant period. :

VaR - value-at-risk, a statistical model that attempts to estlmate the value of potential loss over a given holding period under
normal market conditions at a given confidence level. :

VEBA Voluntary Employee Beneﬁt ‘Association Trust, accounts for health and welfare plans for future beneﬁt payments
for employees retirees or the1r beneﬁmanes

VIE - variable interest entlty

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

VSCC - Virginia State Corporation Commission, the state agency that has jurisdiction over the regulation of Virginia
corporations, including utllltles .




BUSINESS
General
(All Registrants)

PPL Corporation, headquartered in Allentown, Pennsylvania, is an energy and utility holding company that was incorporated
in 1994. Through its subsidiaries, PPL delivers electricity to customers in the U.K., Pennsylvania, Kentucky, Virginia and
Tennessee; delivers natural gas to customers in Kentucky; generates electricity from power plants in the northeastern,
northwestern and southeastern U.S.; and markets wholesale or retail energy primarily in the northeastern.and northwestern -
portions of the U.S. Beginning in 2010, PPL expanded the rate regulated portion of its business, principally through the 2010
acquisition of LKE and the 2011 acquisition of WPD Midlands. In addition, in June 2014, PPL and PPL Energy Supply *
executed definitive agreements with affiliates of Riverstone to combine their competitive power generation businesses into a
new, stand-alone, publicly traded company named Talen Energy. See "Anticipated Spinoff of PPL Energy Supply" below for
more information.

PPL's principal subsidiaries at December 31, 2014 are shown below (* denotes a Registrant).

PPL Corporation*
PPL Capital Funding
| I | 1
PPL Global LKE* . PPL Electric* PPL Energy Supply*
e Engages in the @ Engages in the .

regulated distribution : regulated
of electricity in the ' transmission and
U.K. distribution of

electricity in

Pennsylvania

LG&E*
@ Engages in the
reguiated generation,

KU*
® Engages in the
regulated generation,

PPL EnergyPlus
o Performs energy ® Engages in the
marketing and trading competitive generation

PPL Generation

]
'
1
|
|
1
|
1
(
(
|
1
'
1
)
1
]
]
'
]
1
1

]
1
i
activities E of electricity, primarily in
]
]
]
]
i
]

transmission, transmission,
distribution and sale of distribution and sale of ® Purchases fuel Pennsyivania and
electricity, and electricity, primarily in Montana
distribution and sale of Kentucky
natural gas in Kentucky
U.K. Regulated Kentucky Regulated Pennsylvania Supply
Segment Segment Regulated Segment Segment

In addition to PPL Corporation, the other Registrants included in this report are:

PPL Energy Supply, LLC, headquartered in Allentown, Pennsylvania, is an indirect wholly owned subsidiary of PPL formed
in 2000 and is an energy company that through its principal subsidiaries is primarily engaged in the competitive generation
and marketing of electricity in the northeastern U.S. PPL Energy Supply's principal subsidiaries are PPL EnergyPlus, its
marketing and trading subsidiary, and PPL Generation, the owner of its generating facilities in Pennsylvania and Montana.
As noted above, in June 2014, PPL and PPL Energy Supply executed definitive agreements with affiliates of Riverstone to
combine their competitive power generation businesses into a new, stand-alone, publicly traded company named Talen
Energy. See "Anticipated Spinoff of PPL Energy Supply" below for more information.

PPL Electric Utilities Corporation, headquartered in Allentown, Pennsylvania, is a direct wholly owned subsidiary of PPL
incorporated in Pennsylvania in 1920 and a regulated public utility that is an electricity transmission and distribution service
provider in eastern and central Pennsylvania. PPL Electric is subject to regulation as a public utility by the PUC, and certain
of its transmission activities are subject to the jurisdiction of the FERC under the Federal Power Act. .
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LG&E and KU Energy LLC, headquartered in Louisville, Kentucky, is a wholly owned subsidiary of PPL since 2010 and a
holding company that owns regulated utility operations through its subsidiaries, LG&E and KU, which constitute
substantially all of LKE's assets.. LG&E and KU are engaged in the generation, transmission, distribution and sale of
electricity. LG&E also engages in the distribution and sale of natural gas. LG&E and KU maintain their separate corporate
identities and serve customers in Kentucky under their respective names. KU also serves customers in Virginia under the Old
Dominion Power name and in Tennessee under the KU name. LKE, formed in 2003, is the successor to a Kentucky entity
incorporated in 1989,

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

Kentucky Utilities Company, headquartered in Lexington, Kentucky, is a wholly owned subsidiary of LKE and a regulated
utility engaged in the generation, transmission, distribution and sale of electricity in Kentucky, Virginia.and Tennessee. KU
is subject to regulation as a public utility by the KPSC, the VSCC and the TRA, and certain of its transmission and wholesale
power activities are subject to the jurisdiction of the FERC under the Federal Power Act. KU was incorporated in Kentucky
in 1912 and in Virginia in 1991. KU serves its V1rg1n1a customers under the Old Domlmon Power name and its Kentucky
and Tennessee customers under the KU name

(PPL and PPL Energy Supply) -

Anticipéted Spinoff of PPL Energy Supply

In recognition of the changes in recent years in the wholesale power markets, PPL performed an in-depth analysis of its
business mix to determine the best available opportunities to maximize the value of its competitive generation business for-
shareowners. As a result, in June 2014, PPL and PPL Energy Supply executed definitive agreements with affiliates of
Riverstone to combine their competitive power generation businesses into a new, stand-alone, publicly traded company

- named Talen Energy. Under the terms of the agreements, at closing, PPL will spin off to PPL shareowners a newly formed -

entity, Talen Energy Holdings, Inc. (Holdco), which at such time will 6wn all of the membership interests of PPL Energy
Supply and all of the common stock of Talen Energy. Immediately following the spinoff, Holdco will merge with a special
purpose subsidiary of Talen Energy, with Holdco continuing as the surviving company to the merger and as a wholly owned
subsidiary of Talen Energy and the sole owner of PPL Energy Supply. Substantially contemporaneous with the spinoff and
merger, RJS Power will be contributed by its owners to become a subsidiary of Talen Energy. Following completion of these
transactions, PPL shareowners will own 65% of Talen Energy and affiliates of Riverstone will own 35%. -PPL will have no
continuing ownership interest in, control of, or affiliation with Talen Energy and PPL's shareowners will receive a number of
Talen Energy shares at closing based on the number of PPL shares owned as of the spinoff record date. The spinoff will have

" no effect on the number of PPL common shares owned by PPL. shareowners or the number of shares of PPL. common stock

outstanding. The transaction is intended to be tax-free to PPL and its shareowners for U.S. federal income tax purposes and
is subject to customary closing conditions, including receipt of certain regulatory approvals by the NRC, FERC, DOJ and
PUC. In addition, there must be available, subject to certain conditions, at least $1 billion of undrawn credit capacity under a
Talen Energy (or its subsidiaries) revolving credit or similar facility. Any letters of credit or other credit support measures
posted in connection with energy marketmg and trading transactions at the time of the spmoff are excluded from this’
calculation. :

On December 18,2014, the FERC issued afinal order approving, subjéct to certain market power mitigation requirements,

‘the combination of the competitive generation assets to form Talen Energy.. On January 27, 2015, PPL and an affiliate of

RJS Power filed a joint response with the FERC.accepting additional market power mitigation measures required for the
FERC's approval. PPL and RJS Power originally proposed divesting either of two groups of assets each having
approximately 1,300 MW of generating capacity. PPL and RJS Power have agreed that within 12 months after closing of the
transaction, Talen Energy will divest generating assets in one of the groups (from PPL Energy Supply's existing portfolio,
this includes either the Holtwood and Wallenpaupack hydroelectric facilities or the Ironwood fa0111ty) and limit PJM energy
market offers from assets it would retain in the other group to cost-based offers.

The transaction is expected to close in the second quarter of'2015. Talen Energy will own and operate a diverse mix of

approximately 14,000 MW (after divestitures to meet FERC market power standards) of generating capacity in certain U.S.
competitive energy markets primarily in PJM and ERCOT.
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Following the transaction, PPL's focus will be on its regulatéd utility businesses in the U K., Kentucky and Pennsylvania,
serving more than 10 million customers. PPL intends to maintain a strong balance sheet and manage its finances consistent
with maintaining investment grade credit ratings and providing a competitive total shareowner return; including an attractive
dividend. Excluding costs required to provide transition services to Talen Energy and following the spinoff transaction, PPL
expects to reduce annual ongoing corporate support costs by approximately $75 million. -

See Note 8 to the Financial Statements for additional information.

Montana Hydro Sale

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

See Note 8'to the Frnanc1al Statements for additional 1nforrnat10n

Dlstrlbutlon of PPL Global (PPL Energy Supply)

In January 2011, PPL Energy Supply dlstrlbuted its entire membershrp 1nterest in PPL Global to its parent, PPL Energy
Funding (the parent holding company of PPL Energy Supply and PPL Global with no other material operations), to better
align PPL's organizational structure with.the manner in which it manages these businesses and reports segment information in
its consolidated financial statements. The distribution separated the U.S.-based compet1t1ve energy marketmg and supply
business from the U.K.-based regulated electricity distribution business.

Acquisitions * -
(PPL, LKE, LG&E and KU)

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

(PPL) : S

On April 1, 2011 PPL, through an 1nd1rect wholly owned subsrdrary, PPL WEM acquired all of the outstanding ordinary
share capital of Central Networks East plc and Central Networks Limited, the sole owner of Central Networks West plc,
together with certain other related assets and liabilities.(collectively referred’to as Central Networks and subsequently defined
herein as WPD Midlands), from subsidiaries of E.ON AG:. WPD Midlands operates two regulated distribution networks in
the Midlands area of England and is included in the U.K. Regulated segment. .

Segment Information.
(PPL)

PPL is organized into four reportable segments as depicted in the chart above: U.K. Regulated, Kentucky Regulated,
Pennsylvania Regulated and Supply. PPL's reportable segments primarily reflect the activities of its related Subsidiary
Registrants; except that the reportable segments are also allocated certain corporate level finaricing and other costs that are
not included in the results of the applicable Subsidiary Registrants. The U.K. Regulated segment has no related Subsidiary
Registrant. - Upon completion of the anticipated spinoff of PPL Energy Supply in the second quarter of 2015, PPL willno -
longer have a Supply segment.

A comparrson of PPL's three regulated segments is shown below:
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Kentucky Pennsylvania

U.K. Regulated Regulated . Regulated
For the year ended December 31, 2014: . ' :

Operating Revenues (in billions) . $ 26 § . 32.. % 2.0
* Net Income Attributable to PPL Shareowners (in mllhons) .8 982 § 312 ' $ 263
 Elecric energy delivered (GWh) . ' 75,813 31,543 ' 37,026

At December 31,2014 ’ : '
Regulatory Asset Base (in billions) (a) 3 - 95 % 83 °$ ’ 4.9
Service area (in square miles) 21,600 9,400 10,000
End-users (in millions) 7.8 1.3 1.4

(@) Represents RAV for UK Regulated, cani_talization for Kentucky Regulated and rate base for Pennsyllvania Regdlated. ‘

See Note 2 to the F inancial Staternents for additional financial information about the segmenté.

(All Registrants except‘ PPL)

PPL Energy Supply, PPL Electric, LKE, LG&E and KU each operate within a a'ingle reportable segment;:
« UK Regulated Segment (PPL) |

- Consists of PPL Global which primarily includes WPD's regulated electricity distribution operations, the resilts of
hedging the translation of WPD's earnings from British pound sterling into U.S. dollars, and certain costs, such as
U.S. income taxes, administrative costs and allocated financing costs. :

WPD, through indirect wholly owned subsidiaries, operates four of the 15 regulated distribution networks providing
electrlcrty service in the UK. The number of network customers (end—users) served by WPD totals 7.8 million across 21,600
square miles in Wales and southwest and central England

Bs

Details of revenue by category for the yearé ended December 31 are shown below. -

2014 : . 2ms . . 2012

Revenue ‘% of Revenue .. Revenue % of Revenue Revenue % of Revenue
Utility revenues o - % 2,573 98 3 2,359 R 9% % 2,289 . 98
Energy-related businesses C 48 ] 2 : 44 ] 2 ' 47 2
Total : $ 2,621 100 . § © 2403 - 100" $ 2,336 ] 100

The majority of WPD's utility revenue is known as DUoS and is from providing regulated electricity distribution services to
licensed third party energy suppliers who use the network to transfer electricity to their customers ‘the end users.

WPD's energy-related business revenues include ancrllary activities that support the distribution business.

Franchise and Licenses

The operations of WPD's principal subsidiaries, WPD (South West), WPD (South Wales), WPD (East Midlands) and WPD
(West Midlands), are regulated by Ofgem under the direction of the Gas and Electricity Markets Authority. - The Electricity
Act 1989 provides the fundamental framework of electricity companies and established licenses that require each of the
DNOs to develop, maintain and operate efficient distribution networks.

WPD is authorized by Ofgem to provide electricity distribution services within its concession areas and service territories, = -
subject to certain conditions and obligations.” For instance, WPD is subject to Ofgem regulation with respect to the regulated

" revenue it can earn and the quality of service it must prov1de and WPD can be fined or have 1ts licenses revoked it it does not

meet the mandated standard of service.

Ofgem has formal powers to propose modifications to each distribution license. In January 2014, Ofgem and WPD agreed to
a reduction of £5 per residéntial end-user in the 2014/15 regulatory yéar to be recovered in the 2016/2017 regulatory year.
See "Combined Management's Discussion and Analysis of Financial Condition and Results of Operations - Overview -
Distribution Revenue Reduction" for additional information. In May 2014, Ofgem made license changés as part of the RIIO-
ED1 process discussed below. . o v ' :
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Competition

Although WPD operates in non-exclusive concession areas in the UK., it currently faces little competition with respect to
end-users connected to its network. WPD's four d1str1but10n businesses are, therefore, regulated monopolies which operate
under regulatory price controls.

Revenue and Regulation

Ofgem has established a price control mechanism that provides the amount of base demand revenue that a regulated business
can earn and provides for an increase or reduction in revenues based on incentives or penalties for exceeding or
underperforming relative to pre-established targets. WPD is currently operatrng under DPCRS which is effective for the
period from April 1, 2010 through March 31, 2015. '

In October 2010, Ofgem announced changes to the regulatory framework that will be effective for the U.X. electrrcrty
distribution sector, including WPD, beginning’ April 2015. Throughout the following discussion of this regulatory
framework, the use of the term "customers" refers to the end-users of WPD's regulated distribution networks. The

" framework, known as RIIO (Revenues = Incentives + Innovation + Outputs), is intended to: ,

e encourage DNOs to deliver safe, reliable and sustainable network service at long-term value to customers
¢ enable DNOs.to finance the required investment in a timely and efficient way; and
¢ remunerate DNOs according to their delivery for customers.

In addition to extendlng the price control period from ﬁve to elght years the key components of RIIO-ED1 are:
. increased emphasis on outputs and incentives; :
enhanced stakeholder engagement including network customers
a stronger incentive framework to encourage more efficient investment and 1nnovat10n
replacernent of the current Low Carbon Network Fund to continue to stimulate innovation;
depreciation of RAV for additions after April 1, 2015 will be extended from 20 years to.45 years; with a transitional
. arrangement that will gradually change the life over the price control period that will result in an average life of 35
years for RAV additions during RIIO—EDl RAYV at March 31, 2015 will continue to be depreciated over 20 years.
*_ The asset lives used to détermirie depreciation’ expense for U.S. GAAP purposes are not the same as those used for
the depreciation of the RAV and as such vary by asset type and are based on the expected useful lives. of the assets;
"o the ability for DNOs to be fast-tracked through the process, prov1d1ng several benefits to the qualified DNOs,
’ including the ability to collect the fast-track incentive, which is additional revenue equivalent to-2.5% of total annual
. expenditures during the 8-year price control period (approximately $43 million annually for WPD), greater revenue
certainty and a higher level of cost savings retention; and -
e capital return comprised of a 10 year trailing average debt allowance, to be adjusted annually, and an equity
-allowance determined by Ofgem with a debt to equity ratio of'65:35. The real cost of equity determined by Ofgem
for fast-tracked DNOs was 6.4% and 6.0% for slow-tracked DNOs and will be uplifted by inflation as measured by
the Retail Prrce Index (RPI) to determine the nominal cost of equity.

In November 2013, Ofgem determined that the 8-year business plans of all four of WPD's DNOs were suitable for :
accelerated consideration or "fast tracking" and as a result merited early settlement of their price controls for the S—year ROO- .
ED1 period startlng April 1, 2015. This was-confirmed-in February 2014

The UK. regulatory structure is an incentive-based structure in contrast to the typical U.S. regulatory structure which
operates on a cost-tecovery model. The base demand revenue that a DNO can earn in each year of a price control period is
the sum of: (i) the regulator's determlnatlon of efficient operating costs, including certain pension deficit funding, (ii).a
return on capital from RAV plus an annual adjustment for inflation as determined by, the RPI, (iii) a return of capital from
RAV (i.e. depreciation), (iv) an allowance for taxation less a potential reduction for tax benefits from excess leverage, (v)
legacy price control adjustments from preceding price control periods and (vi) certain pass-through costs over which the |
DNO has no.control. As WPD's four DNOs were fast-tracked through.the price control review.process for. RIIO-ED1, their
-base demand revenue also includes the fast-track incentive discussed above. The RIIO-ED1 price control will also include.an
Annual Tteration Process. This will allow base demand revenues to be updated during the price control for financial .
adjustments covering tax, pension and cost of debt issues, adjustments relating to actual and allowed total expenditure
together with the total cost incentive mechanism and the information quality incentive (IQI) discussed below, and legacy
price control adjustments from preceding price control periods. This process calculates an incremental change to base
revenue, known as the "MOD." RIIO-ED! prices will be set using a forecast of RPI which is trued up 2 years later.
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During DPCRS5, WPD's total base demand revenue for the five-year period was profiled in a manner that resulted in a
weighted-average increase of about 5.5% per year for all four DNOs. In the first year of RIIO-ED1, base demand revenue
will decrease by about 11.8% primarily due to a change in the profiling approach and a lower weighted-average cost of
capital. For each regulatory year thereafter, base demand revenue will increase by approximately 1% per annum before
inflation for the remainder of RIIO-ED1.

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

During the price control period, WPD's revenue is decoupled from volume. However, in any fiscal period, WPD's revenue °
could be negatively affected if its tariffs and the volume delivered do not fully recover the allowed revenue for a particular
period. Conversely, WPD could also over-recover revenue. Over and under-recoveries are added or subtracted to base
demand revenue in future years. Over and under-recovered amounts arising from 2014/15 onwards and refunded/recovered
under RIIO-ED1 will be refunded/recovered on a two year lag (previously one year). Therefore the 2014/15 over/ under-
recovery adjustment will occur in 2016/17 instead of in 2015/16. In 2016/17, WPD.will recover the £5 per residential
network customer reduction provided for in 2014/15 as that amount is currently considered an under-recovery. Under
applicable U.S. GAAP, WPD does not record a receivable for under-recoveries, but does record a liability for over:
recoveries. WPD is not subject to accounting for the effects of certain types of regulation as prescribed by GAAP. See Note
1 to the Financial Statements for additional information.

Ofgem has established incentive mechanisms to provide significant opportunities to enhance overall returns by improving
network efficiency, reliability and customer service. Some of the more significant incentive mechanisms include:

e Information Quality Incentive (IQI) - The 1QI is designed to incentivize the DNOs to provide good quality information in
the business plans they submit to Ofgem during the price control review process and to execute their business plans as
submitted. The IQI eliminates the distinction between capital expenditure and operating expense and instead focuses on
total expenditure: '

e DPCRS - 85% of all network related expenditure is allocated to RAV and currently recovered over 20 years through:
the regulatory depreciation of RAV and 15% is recovered in the year of expenditure together with business support,
" non-operational capital expenditures and traffic management expenditures. The IQI provides for incentives or ..
penalties at the end of DPCR5 under the rolling RAV incentive mechanism based on the ratio of actual expenditures
-to the expenditures submitted to Ofgem that were the basis for the revenues allowed for the five-year price control
period. In addition, at the beginning of DPCR5, WPD was awarded $301 million in IQI revenue of which $222
million will be included in revenue throughout the current price control perrod w1th the balance recovered over 20
years through the RAV mechanism. :
e RIIO-EDI - 80% of total costs will be allocated to RAV with 20% recovered in the year of expendlture As a result
of being fast-tracked, WPD's DNOs are able to retain 70% of any amounts not spent against the RIIO-ED]1 plan and
bear 70% of any over-spends. The cost incentive or penalty mechanism will be calculated each year on a 2 year lag
basis as part of the annual MOD process discussed above.

e Interruptions Incentive Scheme (IIS) - This incentive has two major components: (1) Customer interruptions (CIs) and
(2) Customer minutes lost (CMLs), and both are désigned to incentivize the DNOs to invest and operate their networks
to manage and reduce both the frequency and duration of power outages. During DPCRS the target for each DNO is .
based on a benchmark of data from the last four years of-the prior price control period. The IIS target under RIIO-ED1
will be divided into interruptions caused by planned and unplanned work. The target for planned work will be calculated
as the annual average level of planned interruptions and minutes lost over a previous three year period. The target for
unplanned interruptions for the first year of RIIO-ED1 is spemﬁed in the DNO s license and targets for both the Cls and
CMLs become more demanding each year.

' In addition to the IIS, the broad measure of customer service is enhanced. This broad measure encompasses:

e customer satisfaction in supply mterruptrons connections and general inquiries;
complaints;

stakeholder engagement; and

dehvery of social obllgatlons

The following table shows the amount of incentive revenue, primarily from IIS, Whlch WPD has earned since the beginning
of DPCR5:
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. Incentive Earned . " Regulatory Year Ended Incentive
Regulatory Year Ended (in millions) Included in Revenue

March 2011 $ ‘ . 30 March 2013
March 2012 83 March 2014
March 2013 104 March 2015
March 2014 125 March 2016

For regulatory years 2015/16 through 2018/19 allowed revenue will also be reduced to reflect Ofgem's final decision on the
DPCRA4 line loss incentives and penalties mechanism. WPD has a liability recorded related to this future revenue reduction;
therefore, this will not impact future earnings. See Note 6 to the Financial Statements for additional information.

Customers

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

o  Kentucky Regulated Segment (PPL)

Consists of the operations of LKE, which owns and operates regulated public utilities engaged in the generation,
transmission, distribution and sale of electricity and distribution and sale of natural gas, representing primarily the
actzvmes of LG&E and KU. In addition, certain f nancing costs are allocated io the Kentucky Regulated segment.

(PPL, LKE, LG&E and KU)

LG&E and KU, direct subsidiaries of LKE, are engaged in the régulated generation, transmission, distribution and sale of
electricity in Kentucky and, in KU's case; Virginia and Tennessee. LG&E also engages in the distribution and sale of natural
gas in Kentucky. 'LG&E provides-electric service to approximately 400,000 custoimers in Louisville and adjacent areas in
Kentucky, covering approximately 700 square miles in nine counties and provides natural gas service to approximately
321,000 customers in its electric service area and eight additional counties in Kentucky. KU provides electric service to
approximately 515,000 customers in 77 counties in central, southeastern and western Kentucky, approximately 28,000
customers in five counties in southwestern Virginia, and fewer than ten customers in Tennessee, covering approximately
4,800 non-contiguous square miles. KU also sells wholesale electricity to 12 municipalities in Kentucky under load
followmg contracts. In V1rg1n1a KU operates under the name Old Domlmon Power Company.

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

2014 2013 . 2012
) % of . . % of : % of
Revenue . Revenue ~__ Revenue Revenue . Revenue Revenue
Commercial $ 815 26§ 770 26 $ - 723 26
Industrial . } 627 . 20 587 20 551 ) 20
Residential . 1,281 40 1,205 40 1,071 39
Retail - other 279 9 . 260 9 270 10
Wholesale - municipal ' 109 3 110 4 102 T4
Wholesale - other (a) - ' 57 2 44 - 1 .42 - 1
Total ’ 3 3,168 100§ 2,976 100§ 2,759 100

16




2014 2013 2012

% of : % of © %of
Revenue Revenue Revenue Revenue Revenue Revenue

LG&E

Commercial $ 433 28 3 405 29 % 374 28
Industrial 194 . 13 186 13 . 170 13
Residential 650 43 614 44 © 548 41
Retail - other , 130 8 119 8" 131 10
Wholesale - other (a) (b) 126 8 86 6 101 8
Total . ' $ 1,533 100 $ 1,410 100 3 1,324 . 100
Commercial $ 382 22 3 365 22 3 349 23
Industrial 433 25 401 25 381 25
Residential : ‘ 631 36 591 36 © 523 34
Retail - other 149 ) 9 141 9 139 . 9.
Wholesale - municipal 109 6 110 7 102 7
Wholesale - other (a) (b) 33 2 27 . 1 .30 ' 2
Total ) $ 1,737 100 $ 1,635 100 $ 1,524 100

(@) Includes wholesale power and transmission revenues.
(b) Includes intercompany power sales and transmission revenues, which are eliminated upon consolidation at LKE.

Franchises and Licenses

LG&E and KU provide electricity delivery service, and LG&E provide's natural gas distribution service, in their respective
service territories pursuant to certain franchises, licenses, statutory service areas, easements and other rlghts or permissions
granted by state leg1slatures cities or munlc1pa11t1es or other entmes

Competition

There are currently no other electric public utilities operating within the electric service areas of LKE. From time to time,
bills are introduced into the Kentucky General Assembly which seek to authorize, promote or mandate increased distributed
generation, customer choice or other developments. Neither the Kentucky General Assembly nor the KPSC has adopted or
approved a plan or timetable for retail electric industry eompetition-in Kentucky. The nature or timing of legislative or
regulatory actions, if any, regarding industry restructuring and their impact on LKE, which may be significant, cannot
currently be predicted. Virginia, formerly a deregulated Jurlsdlcnon has enacted 1eglslat10n that lmplemented a hybrld model
of cost-based regulation.- KU's operations in Vlrglma have been and remain regulated.

Altemative energy sources such as electricity, oil, propane and other ,fuels provide indirect competition for natural gas
revenues of LKE. Marketers may also compete to sell natural gas to certain large end-users. LG&E's natural gas tariffs
include gas price pass-through mechanisms relating to its sale of natural gas as a commodity; therefore, customer natural gas
purchases from alternative suppliers do not generally impact profitability. However, some large industrial and commercial
customers may physically bypass LG&E's facilities and seek delivery service directly from interstate pipelines or other
natural gas distribution systems.

Power. Supply

At December 31, 2014, LKE owned, controlled or had a minority ownership interest in generating capacity (summer rating) -
of 8,087 MW, of which 3,342 MW related to LG&E and 4,745 MW related to KU, in Kentucky, Indiana, and Ohio.

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

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

. , , GWh .

Fuel Source . o LKE _ LG&E KU

Coal (a) 33,768 14,944 18,824°
Oil / Gas . 1,505 522 983
Hydro . 344 272 72

Total (b) 35,617 15,738 19,879
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(2) Includes 896 GWh of power generated by and purchased from OVEC for LKE, 620 GWh for LG&E and 276 GWh for KU.
(b) This generation represents a 1.4% increase for LKE, a 5:4% increase for LG&E and a 1.6% decrease for KU from 2013 output.

A majority of LG&E's and KU's generated electricity was used to supply its retail and rﬁunicipal customer base.

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

As a result of environmental requirements, LG&E and KU anticipate retiring five older coal-fired electric generating units at
the Cane Run plant in 2015 and the Green River plant in 2016, which have a combined summer capacity rating of 724 MW.

In addition, KU retired the remaining 71 MW coal-fired unit at the Tyrone plant in February 2013 and retired a 12 MW gas-

fired unit at the Haefling plant in December 2013.

Fuel Supply

Coal is expected to be the predominant fuel used by LG&E and KU for baseload generation for the foreseeable future.
However, natural gas will play a more significant role starting in 2015 when Cane Run Unit 7 is expected to be placed into
operation as baseload generation. The natural gas for this generating unit will be contracted from suppliers separately from
LG&E's natural gas customers. Natural gas and oil will continue to be used for intermediate and peaking capacity and flame
stabilization in coal-fired boilers. :

Fuel inventory is maintained at levels estimated to be necessary to avoid operational disruptions at coal-fired generating
units. Reliability of coal deliveries can be affected from time to time by a number of factors including fluctuations in
demand, coal mine production issues and other supplier or transporter operating difficulties. To enhance the reliability of
natural gas supply, LG&E and KU have secured long-term pipeline capacity on the interstate pipeline serving the new NGCC
unit at Cane Run and six s1mple cycle combustion turbine units. .

" LG&E and KU have entered into coal supply agreements with various suppliers for coal deliveries through 2019. and
normally augment their-coal supply agreements with spot market purchases, as needed. '

For their existing units, LG&E and KU expect for the foreseeable future to purchase most of their coal from western
Kentucky, southern Indiana and southern Illinois. In 2015 and beyond, LG&E and KU may purchase certain quantities of
ultra-low sulfur content coal from Wyoming for blending at TC2. Coal is delivered to the generating plants by barge truck
and rail. : -

(PPL, LKE and LG&E)

Natural Gas Distribution Supply

Five underground natural gas storage fields, with a current working natural gas capacity of approximately 15 Bcf, are used in
providing natural gas service to LG&E's firm sales customers. By using natural gas storage facilities, LG&E avoids the costs
typically associated with more expensive pipeline transportation capacity to serve peak winter heating loads. Natural gas is
stored during the summer season for withdrawal during the following winter heating season. Without this storage capacity,
LG&E would be required to purchase additional natural gas and pipeline transportation services during winter months when
customer demand increases and the prices for natural gas supply and transportation services are typically at their highest.
Several suppliers under contracts of varying duration provide competitively priced natural gas. At December 31, 2014,
LG&E had 12 Bcf of natural gas stored underground with a carrying value of $54 million.

LG&E has a portfolio of supply arrangements of varying terms with a number of suppliers designed to meet its firm sales
obligations. - These natural gas supply arrangements include pricing provisions that are market-responsive. In tandem with
pipeline transportation services, these natural gas supplies provide the reliability and flexibility necessary to serve LG&E's
natural gas customers. ‘
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LG&E purchases natural gas supply transportation services from two pipelines. LG&E has.contracts with one pipeline that
are subject to termination by LG&E between 2015 and 2020. Total winter season capacity under these contracts is 194,900
MMBtu/day and summer season capacity is 88,000 MMBtu/day. Additionally, LG&E has a contract with the same pipeline
for the month of January 2015 with a total capacity of 35,000 MMBtu/day, and a contract with a second pipeline with a total
capacity of 20,000 MMBtu/day during both the winter and summer seasons that expires in October 2018. .

LG&E expects to purchase natural gas supplres for its gas distribution-operations from onshore producing regrons in South -
Texas, East Texas, North Louisiana and: Arkansas, as well as gas originating in the Rockies, Marcellus and Utica production -
areas. . o

(PPL, LKE, LG&E and KU)

T ransmis‘sion o

LG&E and KU contract with the Tennessee Valley Authorlty to act as their transrmssmn reliability coordinator and contract
with TranServ International, Inc. to act as their 1ndependent transmission operator.

“InF ebruary 2013, LG&E and KU submitted a complrance filing to the FERC reflecting their participation with other utilities
‘in the Southeastern Regional Transmission Planning group relating to certain FERC Order 1000 requirements. FERC,Order

1000, issued'in July 2011, establishes certain procedural and substantive requirements relating to participation, cost allocation
and non-incumbent developer aspects of regional and inter-regional electric transmission planning activities. - '

Rates

LG&E is subJect to the Junsdwtlon of the KPSC and the FERC and KU is subject to the Jur1sdlct10n of the KPSC the FERC
the VSCC and the TRA. LG&E and KU operate under a FERC- approved open access transmission. tarlff (OATT)

LG&E's and KU's Kentucky base rates are calculated based on a return on caprtahzatlon (common equ1ty, long -term debt and
short-term debt) including adjustments for certain net investments and costs recovered separately through other means. -As
such, LG&E and KU generally earn a return on regulatory assets : :

KU's V1rg1n1a base rates are calculated based on a return on rate base (net ut111ty plant plus worklng caprtal less deferred
taxes and mlscellaneous deductrons) All regulatory assets and liabilities, except the levelized fuel factor, are excluded from
the return on rate base utrllzed in the calculation of Virginia base rates; therefore, no return is earned on the related assets.

KU's rates, to 12 mumclpal customers for wholésale requirements are calculated based on annual updates to a formula rate
that utrlrzes a return on rate base (net utility plant plus working capital less deferred taxes and miscellaneous deductlons) All
regulatory assets and liabilities are excluded from the return on rate base utilized in the, development of municipal rates;
therefore, no return is earned on the related assets. In April 2014, nine municipalities submitted notices of termination, under
the original notice period provrsrons to cease taking power under the wholesale requirements contracts. Such terminations

‘are to be effective in 2019, except in the case of one municipality with a 2017 effective date In addition, a tenth mun1c1pahty

has a preVIously settled termination.date of 2016
See Note 6 to the Financial Statements for additional inforrnatlon on cost recovery mechanisms,
Rate Case

On November 26, 2014, LG&E and KU filed requests with the KPSC for increases in annual base electricity rates of
approximately $30.million at LG&E and approxrmately $153 million at KU and an increase in annual base. gas rates of
approximately $14 imillion at LG&E. The proposed base rate increases would result in electricity rate increases.of 2.7% at
LG&E and 9.6% at KU and a gas rate increase of 4.2% at LG&E and would become effective in July 2015. LG&E's and
KU's appllca.t10ns each include a request for authorized returns-on-equity of 10.5%. The applications are based on a
forecasted test year of July 1, 2015 through June 30, 2016. A number of parties have been granted intervention requests in

the proceedings. A hearing on the applications is scheduled to commence on April 21, 2015. LG&E and KU. cannot predict '
the outcome of these proceedmgs A . S .
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o. Pennsylvania Regulated Segmént (PPL)
: Inch@’e& the régurared electricity delivery operations of PPL Electric.
(PPL and PPL Electric) |
PPL Electric delivers-electricity to approximately 1.4 million customers in a10,000- sciuare mile territory in 29 counties of
eastern and central Pennsylvania. PPL Electric also provides. electr1c1ty supply to rétail customers in this area as a PL.R under

the Customer Choice Act. °

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

2014 . 2013 . 2012
Revenue % of Revenue Revenue % of Revenue Revenue % of Revenue
Distribution ) ‘ . ‘ S .
Residential ‘ ' $ 71,2857 63 % - 1,215 65 § 1,108 - - 63
. Industrial . 52 s 23 S 52 . 3. ' 53 C3
Commercial 367 18 363 19 366 . 21
Other . . - . o , 5 ’ . an 26 o !
Transmission . ' 335 16 ' 251 13 210 . - 12,
Total = : ’ 3 2,044 100§ 1,870 100§ . ~1,763 : 100

Franchise, Licenses and Other Regulations

PPL Electric is authorized to provide electric public utility service throughout its service area as a result of grants by the

" Commonwealth of Pennsylvania in corporate charters to PPL Electric and companies which it has succeeded and as a result
of certification by.the PUC. PPL Electric is graited the right to enter the streets and highways by the Commonwealth subject
to certain conditions. In general, such conditions have been met by ordinance, resolution, permit, acquiescence ot other
action by an appropriate local political subdivision or agency of the Commonwealth.

~

Competition

Pursuant to authorizations from the Commonwealth of Pennsylvania and the PUC, PPL Electric operates a regulated
distribution monopoly in its service area. Accordingly, PPL Electric does not face competition in its electricity distribution
business. Pursuant to the Customer Choice Act, generation of electrrcrty isa competrtrve busmess in Pennsylvama and PPL .
Electrrc does not own or operate any generation facilities.

The PPL Electric transmission business, operatlng under a FERC-approved PJM Open Access Transmrssron Tariff; is subject
to competrtron pursuant to FERC Order 1000 from éntities that are not incumbent PTM transmlssron owners with respect to
the construction and ownershlp of transmission facrhtres w1th1n PIM. -

Rates and Rezulation

Transmission

PPL Electric's transmission facilities are'within PJM, which operates the electr1c1ty transmission network and electric energy
market in the Mid-Atlantic and Midwest regions of the U.S.

PJM serves as a FERC-approved RTO to promote greater participation and competition in the region it serves. In addition to
operating the electricity transmission network, PJM also administers regional markets for energy, capacity and ancillary
services. A primary objective of any RTO is to separate the operation of, and access to, the transmission grid from market
participants that buy or sell electricity in the same markets. Electric utilitiés continue to own the transmission assets‘and to
receive their share of tranismission revenues, but the RTO directs the control and operation of the transmission facilities.
Certain types of transmission investment are subject to competitive processés outlined in the PTM tariff. :

As a transmission owner,,PPL Electric's transmission revenues are recovered through PJM in accordance with a FERC
approved tariff that allows recovery of incurred transmission costs, a return on transmission-related plant and an automatic
annual update based on a formula rate mechanism. Asa PLR PPL Electric also purchases transmission serv1ces from PIM.

See "PLR" below.
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See Note 6 to the Financial Statements for additional information on rate mechanisms.
. Distribution

PPL Electric's distribution base rates are calculated based on a return on rate base (net utility plant plus a cash working -
capital allowance. less plant-related deferred taxes and other miscellaneous additions and deductions). All regulatory assets
and liabilities are excluded from the return on rate base; therefore, no return is earned on the related assets unless specifically
provided for by the PUC. Currently, PPL Electric's Smart Meter rider and the DSIC are the only regulatory assets earning a
return. Certain operating expenses are also included in PPL Electric's distribution base rates including wages and benefits,
other operation and maintenance expenses, depreciation and taxes.

Pennsylvania's AEPS requires electricity distribution companies and electricity generation suppliers to obtain a portion of the
electricity sold to retail customers-in Pennsylvania from alternative energy sources. ‘Under the default service procurement
plans approved by the PUC, PPL Electric purchases all of the alternatlve energy generatlon supply it needs to comply w1th
the AEPS.

Act 129 created an energy efficiency and conservation program, a demand side management program, smart metering o
technology requirements, new PLR generatlon supply procurement rules, remedies for market misconduct and changes to the
existing AEPS. '

Act 11 authorizes the PUC to approve two specific ratemaking mechanisms: the use of a fully projected future test year in -
base rate proceedings and, subject to certain conditions, the use 6f a DSIC. Such alternative ratemaking procedures and
mechanisms provide opportunity for accelerated cost-recovery and, therefore, are important to PPL Electric as it is in a period
of significant capital investment to maintain and enhance the reliability of its delivery system, including the replacement of
aging assets. In January 2013, PPL Electric filed a petition requesting permission to establish a DSIC. In May 2013, the
PUC approved PPL Electric's proposed DSIC with an initial rate effective July 1, 2013, subject to refund after hearings. The
PUC also assigned four technical recovery calculation issues to the Office of Administrative Law Judge for hearing and
preparation of a recommended decision. In August 2014, the presiding Administrative Law Judge issued a recommended .
decision which Would not have a s1gn1ﬁcant impact on PPL Electrlc This matter remains pendmg before the PUC.

See "Regulatory Matters - Pennsylvanla Act1V1t1es" in Note 6to the F 1nan01a1 Statements for addltlonal 1nf0rmat10n regardlng
Act 129, Act 11 and other legislative and regulatory impacts.

PLR

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

PPL Electric's cost of electricity generation is based on a competitive solicitation process. The PUC approved PPL Electric's
default service plan for the period June 2013 through May 2015, which includes 4 solicitations for electricity supply held in
April and October, annually. Pursuant to this plan, PPL Electric contracts for all of the electricity supply for residential,
small commercial and small industrial customers, large commercial and large industrial customers who elect to take that
service from PPL Electric. These solicitations include a mix of 12- and 9-month fixed-price load-following contracts for
residential, small commercial and small industrial customers, and 12-month real-time pricing contracts for large commercial
and large industrial customers to fulfill PPL Electric's obligation to provide customer electricity supply as a PLR. In April
2014, PPL Electric filed a new Default Service Plan with the PUC for the perlod of June 1, 2015 through May 31,2017. The
petition was approved by the PUC on January 15, 2015.

Numerous alternative supphers have offered to prov1de generation supply in PPL Electric's service territory. Since the cost
of generation supply is a pass-through cost for PPL Electric, its financial results are not impacted if its customers purchase
electricity supply from these alternative suppliers. See "Energy Purchase Commitments" in Note 13 to the Financial
Statements for additional information regarding PPL Electric's solicitations.

21



o Supply Segment (PPL)

Consists primarily of the activities of PPL Energy Supply's subsidiaries, PPL Generation and PPL EnergyPlus. PPL
Generation owns and operates competitive domestic power plants to generate electricity and acquires and develops
competitive domestic generation projects. PPL EnergyPlus markets and trades electricity, natural gas, and other
energy-related products in competitive wholesale and retail markets. In addition, certain financing and other costs are
allocated to the Supply segment. Upon completion of the anticipated spinoff of PPL Energy Supply in 2015, PPL will no
longer have a Supply segment. See "Anticipated Spinoff of PPL Energy Supply” above for additional information.

(PPL and PPL Energy Supply)

PPL Energy Supply's generation assets are primarily located in Pennsylvania and Montana. - PPL Energy Supply enters into
energy and energy-related contracts to hedge the variability of expected cash flows associated with its generating units and
marketing activities, as well as for trading purposes. PPL EnergyPlus sells the electricity produced by PPL Energy Supply's
generation plants based on prevailing market rates. . PPL Energy Supply's total expected generation in 2015 is anticipated to
be used to meet its committed contractual sales. PPL Energy Supply has also entered into commltments of varying quantities
and terms for 2016 and beyond.

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

2014 E - 2013 T 2012

Revenue % of Revenue Revenue % of Revenue Revenue % of Revenue
Ener;
%J}xl'lregulated wholesale energy (a) $ 0 1,892 51§ 2,960 . 65 $ C 4,054 76
Unregulated retail energy : 1,243 .~ 33 1,027 23 : 844 i 16
Total energy - 3,135 : 84 - 3,987 - 88 4,898 92-
Energy-related businesses (b) . 601 16 527 12 448 8
Total ) $ 3.736 : 100 § ° 4514 100 - $ 5,346 100

(a) Included in these amounts for 2014, 2013 and 2012 are $84 mlllton $51 million and $78 mllllon of wholesale electricity salés, to an afﬁllate PPL ~
Electric, which are eliminated in consolidation for PPL..

_(b) Energy-related businesses primarily support the generation, marketmg and trading businesses of PPL Energy Supply. Their actlvmes include

developing renewable energy prOJects and providing energy-related products and services to commercial and industrial customers through their
mechanical contracting and services subsidiaries. Energy-related businesses for PPL's Supply segment had additional revenues not related to PPL
Energy Supply of $13 million for 2012, which are not included in this table.

Power Supply
PPL Energy Supply owned or controlled generating capacity (Summer rating) of 9,896 MW at December 31, 2014.
Generating capacity controlled by PPL Generation and other PPL Energy Supply subsidiaries 1ncludes power ¢ obtamed
through PPL EnergyPlus power purchase agreements.

During 2014, PPL Energy Supply owned or controlled power plants that generated the followmg amounts of electricity.

GWh
Fuel Source ' Northeastern Northwestern Total
Nuclear , g ’ , ’ 16,903 16,903
0il/ Gas ' : © 11,080 4 11,080
Coal T ' 16,074 4,030 20,104
Hydro(a) - 931 3,318 4,249
Renewables (b) ) : 413 413

Total _ A ) ' 45,401 . 7,348 52,749

(@ The Northwestern amount reflects generation from hydroelectric generating facilities that were sold by PPL Montana to NorthWestern in November -
2014. See Note 8 to the Financial Statements for additional information.

(b) PPL Energy Supply subsidiaries own or control renewable energy projects located in Pennsylvama New J ersey, Vermont and New Hampshxre ‘with a
generating capacity (summer rating) of 25 MW. PPL EnergyPlus sells the energy, capacity and RECs produced by these plants into the wholesale
market as well as to commercial and industrial customers..
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PPL Energy Supply's generation subsidiaries are EWGs that sell electricity into wholesale markets. EWGs are subject to
regulation by the FERC, which has authorized these EWGs to sell the electricity generated at market-based prices. This
electricity is sold to PPL EnergyPlus under FERC-jurisdictional power purchase agreements. PPL Susquehanna is subject to
the jurisdiction of the NRC in connection with the operation of the Susquehanna nuclear units. Certain of PPL Energy
Supply's other subsidiaries are subject to the jurisdiction of the NRC in connection with the operation of their fossil plants
with respect to certain level and density monitoring devices. Certain operatrons of PPL Generation's sub51d1ar1es are also
subject to OSHA and cornparable state statutes. - »

Fuel Supply

Coal
Pennsylvania

PPL EnergyPlus actlvely manages PPL Energy Supply's coal requ1rements by purchasmg coal pr1n01pa11y from mines located
in northern Appalachia. .

During 2014, PPL Generation purchased 5.6 million tons of coal required for its wholly owned Pennsylvania plants. Coal
inventory is maintained at levels estimated to be necessary to avoid operational disruptions at coal-fired generating units.
Reliability of coal deliveries can be affected from time to time by a number of factors including fluctuations in demand, coal
mine production issues and other supplier or transporter operating difficulties. PPL Generation, by and through its agent PPL
EnergyPlus, has agreements in place that will provide more than 16 million tons of PPL Generation's projected coal needs for
the Pennsylvania power plants from 2015 through 2018 and augments its coal supply agreements w1th spot market purchases
as needed. : . .

A PPL Generation subsidiary owns a 12.34% interest in the Keystone plant and a 16.25% interest in the Conemaugh plant.
PPL Generation owns a 12.34% interest in Keystone Fuels, LLC and a 16.25% interest in Conemaugh Fuels, LL.C. The
Keystone plant contracts withi Keystone Fuels, LLC for its coal requirements, which provided 4.5 million tons of coal to the
Keystone plant in 2014. The Conemaugh plant requirements are purchased under-contract from Conemaugh Fuels, LLC
which provided 4.5 rmlhon tons of coal to the Conemaugh plant in 2014. : :

All wholly owned PPL Generation coal plants within Pennsylvania are equipped with scrubbers, which use limestone in their
operations. Acting as agent for PPL Generation, PPL EnergyPlus has entered into limestone contracts with suppliers that will
provide for those plants' requirements through 2016. During 2014, 430,000 tons of limestone were delivered to Brunner
Island and Montour under these contracts. Annual limestone requirements range from approximately 400,000-500,000 tons.

Montana

PPL Montana owns a 30% interest in Colstrip Unit 3 and NorthWestern owns a.30% interest in-Colstrip Unit 4. PPL .

. Montana and NorthWestern have a sharing agreement that governs each party's responsibilities and rights-relating to the . .
operation of Colstrip Units 3 and 4. Under the terms of that agreement, each party is responsible for 15% of the total non-
coal operating and construction costs of Colstrip Units 3 and 4, regardless of whether a particular-cost is specific to Colstrip
Unit 3 or 4 and is entitled to take up to 15% of the available generation from Units 3 and 4. Each party is responsible for its
own coal costs. PPL Montana, with the other Colstrip owners, is party to contracts to purchase 100% of its coal requirements
with défined coal quality characteristics and specifications. PPL Montana, with the other Colstrip Units 1 and 2 owner, has a
long-term purchase and supply agreement with the current supplier for Units 1 and 2, which provides these units 85% to
100% of their coal requirements (at owners' option) from January 2015 through December 2019. PPL Montana, with the
other Colstrip Units 3 and 4 owners, has a long-term coal supply contract for Units 3 and 4, which pr0v1des these units 100%
of their coal requlrements through December 2019 -

- These units were or1g1nally built contamrng scrubbers and PPL Montana has entered into a long—term contract to purchase the
limestone requirements for these units. The contract extends through December 2030. g

Coal supply contracts are in place to purchase low-sulfur coal with defined quality characteristics and specifications for PPL
Montana's Corette plant. The contracts covered 100% of the plant's coal requirements in 2014 and similar contracts are in
place to supply 100% of the expected coal requirements through the suspension of plant operations scheduled for no later
than April 2015. The plant is expected to be retired in August 2015.
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Oil and Natural Gas
Pennsylvania

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

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

. For PPL's Tronwood combined-cycle facility, PPL EnergyPlus has long-term transportation contracts that can deliver up to
approximately 25% of Ironwood's maximum daily gas requirements. Daily gas requirements can alsobe met through a
combination of short-term transportatron capacity release transactions coupled with upstream supply.

In addition, PPL EnergyPlus has:secured long-term natural gas supply for approximately 10% of the combmed needs of
Ironwood and Lower Mt. Bethel through 2016. , T

_Nuc'lear

The nuclear fuel cycle consists of several material and service components: the mining -and milling of uranium ore to
‘produce uranium concentrates; the conversion of these concentrates into uranium hexafluoride, a gas component; the
enri