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The	Registrants	face	various	risks	associated	with	their	businesses.	Our	businesses,	financial	condition,	cash	flows	or	results	of
operations	could	be	materially	adversely	affected	by	any	of	these	risks.	In	addition,	this	report	also	contains	forward-	looking
and	other	statements	about	our	businesses	that	are	subject	to	numerous	risks	and	uncertainties.	See"	Forward-	Looking
Information,""	Item	1.	Business,""	Item	7.	Combined	Management'	s	Discussion	and	Analysis	of	Financial	Condition	and
Results	of	Operations"	and	Note	13	12	to	the	Financial	Statements	for	additional	information	concerning	the	risks	described
below	and	for	other	risks,	uncertainties	and	factors	that	could	affect	our	businesses	and	financial	results.	As	used	in	this	Item
1A.,	the	terms"	we,""	our"	and"	us"	generally	refer	to	PPL	and	its	consolidated	subsidiaries	taken	as	a	whole,	or	PPL	Electric
and	its	consolidated	subsidiaries	taken	as	a	whole	within	the	Pennsylvania	Regulated	segment	discussion,	LG	&	E,	KU	and	their
consolidated	subsidiaries	taken	as	a	whole	within	the	Kentucky	Regulated	segment	discussion,	and	RIE	within	the	Rhode	Island
Regulated	segment	discussion.	Order	of	Subsection	Presentation	A.	Risks	Related	to	Registrant	Holding	Company	B.	Risks
Related	to	Regulated	Utility	Operations	C.	Risks	Specific	to	Kentucky	Regulated	Segment	D.	Risks	Specific	to	Pennsylvania
Regulated	Segment	E.	Risks	Specific	to	Rhode	Island	Regulated	Segment	F.	Risks	Related	to	All	Segments	(PPL)	A.	Risk
Related	to	Registrant	Holding	Company	PPL	is	a	holding	company	and	its	cash	flows	and	ability	to	meet	its	obligations	with
respect	to	indebtedness	and	under	guarantees,	and	its	ability	to	pay	dividends,	largely	depends	on	the	financial	performance	of	its
respective	subsidiaries	and,	as	a	result,	is	effectively	subordinated	to	all	existing	and	future	liabilities	of	those	subsidiaries.	PPL
is	a	holding	company	and	conducts	its	operations	primarily	through	subsidiaries.	Substantially	all	of	the	consolidated	assets	of
PPL	are	held	by	its	subsidiaries.	Accordingly,	PPL'	s	cash	flows	and	ability	to	meet	debt	and	guaranty	obligations,	as	well	as
PPL'	s	ability	to	pay	dividends,	are	largely	dependent	upon	the	earnings	of	those	subsidiaries	and	the	distribution	or	other
payment	of	such	earnings	in	the	form	of	dividends,	distributions,	loans,	advances	or	repayment	of	loans	and	advances.	The
subsidiaries	are	separate	legal	entities	and	have	no	obligation	to	pay	dividends	or	distributions	to	their	parents	or	to	make	funds
available	for	such	a	payment.	The	ability	of	PPL'	s	subsidiaries	to	pay	dividends	or	distributions	in	the	future	will	depend	on	the
subsidiaries'	future	earnings	and	cash	flows	and	the	needs	of	their	businesses,	and	may	be	restricted	by	their	obligations	to
holders	of	their	outstanding	debt	and	other	creditors,	as	well	as	any	contractual	or	legal	restrictions	in	effect	at	such	time,
including	the	requirements	of	state	corporate	law	applicable	to	payment	of	dividends	and	distributions,	and	regulatory
requirements,	including	restrictions	on	the	ability	of	PPL	Electric,	LG	&	E,	KU,	and	RIE	to	pay	dividends	under	Section	305	(a)
of	the	Federal	Power	Act.	Because	PPL	is	a	holding	company,	its	debt	and	guaranty	obligations	are	effectively	structurally
subordinated	to	all	existing	and	future	liabilities	of	its	subsidiaries.	Although	certain	agreements	to	which	certain	subsidiaries	are
parties	limit	their	ability	to	incur	additional	indebtedness,	PPL	and	its	subsidiaries	retain	the	ability	to	incur	substantial
additional	indebtedness	and	other	liabilities.	Therefore,	PPL'	s	rights	and	the	rights	of	its	creditors,	including	rights	of	debt
holders,	to	participate	in	the	assets	of	any	of	its	subsidiaries,	in	the	event	that	such	a	subsidiary	is	liquidated	or	reorganized,	will
be	subject	to	the	prior	claims	of	such	subsidiary'	s	creditors.	PPL	may	not	realize	the	anticipated	benefits	of	the	RIE	acquisition,
which	could	materially	adversely	affect	PPL'	s	business,	financial	condition	and	results	of	operations.	PPL	may	not	realize	the
anticipated	financial	and	operational	benefits	from	the	RIE	acquisition	if	the	business	is	not	integrated	in	an	efficient	and
effective	manner	or	if	integration	takes	longer	than	anticipated	.	These	integration	risks	include	potential	difficulties	in
conversion	of	systems	and	information,	difficulties	in	harmonizing	inconsistencies	in	standards,	controls,	procedures,	practices
and	policies,	disruption	from	the	acquisition	making	it	more	difficult	to	maintain	relationships	with	customers,	employees	or
suppliers,	and	diversion	of	management	time	and	attention	to	integration	and	other	acquisition-	related	issues.	In	addition,	PPL
has	incurred	,	and	will	continue	to	incur,	significant	costs	in	connection	with	the	integration,	and	additional	unanticipated	costs
may	arise.	No	assurance	can	be	given	that	the	anticipated	long-	term	benefits	from	the	acquisition	will	be	achieved	or,	if
achieved,	the	timing	of	their	achievement.	These	risks	and	their	consequences	could	result	in	increased	costs	or	decreases	in	the
amount	of	expected	revenues	associated	with	the	Rhode	Island	Regulated	segment	and	could	have	a	material	adverse	effect
on	PPL'	s	business,	financial	condition	and	results	of	operations.	(All	Registrants)	B.	Risks	Related	to	Regulated	Utility
Operations	Our	regulated	utility	businesses	face	many	of	the	same	risks,	in	addition	to	those	risks	that	are	unique	to	each	of	the
Kentucky	Regulated,	Pennsylvania	Regulated	and	Rhode	Island	Regulated	segments.	Set	forth	below	are	risk	factors	common	to
the	regulated	segments,	followed	by	sections	identifying	separately	the	risks	specific	to	each	of	these	segments.	Our	profitability
is	highly	dependent	on	our	ability	to	recover	the	costs	of	providing	energy	and	utility	services	to	our	customers	and	earn	an
adequate	return	on	our	capital	investments.	Regulators	may	not	approve	the	rates	we	request	and	existing	rates	may	be
challenged.	The	rates	we	charge	our	utility	customers	must	be	approved	by	one	or	more	federal	or	state	regulatory	commissions,
including	the	FERC,	KPSC,	VSCC,	PAPUC	and	RIPUC.	Although	rate	regulation	is	generally	premised	on	the	recovery	of
prudently	incurred	costs	and	a	reasonable	rate	of	return	on	invested	capital,	there	can	be	no	assurance	that	regulatory	authorities
will	consider	all	of	our	costs	to	have	been	prudently	incurred	or	that	the	regulatory	process	by	which	rates	are	determined	will
always	result	in	rates	that	achieve	full	or	timely	recovery	of	our	costs	or	an	adequate	return	on	our	capital	investments.	Federal
or	state	agencies,	intervenors	and	other	permitted	parties	may	challenge	our	current	or	future	rate	requests,	structures	or
mechanisms,	and	ultimately	reduce,	alter	or	limit	the	rates	we	receive	.	The	requests	for	rate	increases	and	the	frequency	of
rate	cases	could	face	resistance	from	customers	and	other	stakeholders,	especially	in	a	rising	cost	environment	.	Although
our	rates	are	generally	regulated	based	on	an	analysis	of	our	costs	incurred	in	a	base	year	or	on	future	projected	costs,	the	rates
we	are	allowed	to	charge	may	or	may	not	match	our	costs	at	any	given	time.	Our	regulated	utility	businesses	are	subject	to



substantial	capital	expenditure	requirements	over	the	next	several	years,	which	may	require	rate	increase	requests	to	the
regulators	in	the	future.	If	our	costs	are	not	adequately	recovered	through	rates,	it	could	have	an	adverse	effect	on	our	business,
results	of	operations,	cash	flows	and	financial	condition.	Our	utility	businesses	are	subject	to	significant	and	complex
governmental	regulation.	In	addition	to	regulating	the	rates	we	charge,	various	federal	and	state	regulatory	authorities	regulate
many	aspects	of	our	utility	operations,	including:	•	the	terms	and	conditions	of	our	service	and	operations;	•	financial	and	capital
structure	matters,	and	issuance	of	securities;	•	siting,	construction	and	operation	of	facilities;	•	mandatory	reliability	and	safety
standards	under	the	Energy	Policy	Act	of	2005	and	other	standards	of	conduct;	•	accounting,	depreciation	and	cost	allocation
methodologies;	•	tax	matters;	•	affiliate	transactions;	•	acquisition,	retirement	and	disposal	of	utility	assets;	and	•	various	other
matters,	including	energy	efficiency.	Such	regulations	or	changes	thereto	may	subject	us	to	higher	operating	costs	or	increased
capital	expenditures	and	failure	to	comply	could	result	in	sanctions	or	possible	penalties	which	may	not	be	recoverable	from
customers.	Our	regulated	businesses	undertake	significant	capital	projects	and	these	activities	are	subject	to	unforeseen	costs,
delays	or	failures,	as	well	as	risk	of	inadequate	recovery	of	resulting	costs.	The	regulated	utility	businesses	are	capital	intensive
and	require	significant	investments	in	energy	generation	(in	the	case	of	LG	&	E	and	KU)	and	transmission,	distribution	and
other	infrastructure	projects,	such	as	projects	for	environmental	compliance	and	system	reliability.	The	completion	of	these
projects	without	delays	or	cost	overruns	is	subject	to	risks	in	many	areas,	including:	•	approval,	licensing	and	permitting;	•	land
acquisition	and	the	availability	of	suitable	land;	•	skilled	labor	or	equipment	shortages;	•	construction	problems	or	delays,
including	disputes	with	third-	party	intervenors;	•	increases	in	commodity	prices	or	labor	rates;	•	potential	supply	chain
disruptions	or	delays;	and	•	contractor	performance.	Failure	to	complete	our	capital	projects	on	schedule	or	on	budget,	or	at	all,
could	adversely	affect	our	financial	performance,	operations	and	future	growth	if	such	expenditures	are	not	granted	rate
recovery	by	our	regulators.	We	are	or	may	be	subject	to	costs	of	remediation	of	environmental	contamination	at	facilities	that
are	currently	owned	by	us	or	that	are	owned	or	operated	by	our	former	subsidiaries.	We	may	be	subject	to	liability	for	the
costs	of	environmental	remediation	of	property	now	or	formerly	owned	by	us	with	respect	to	substances	that	we	may	have
generated	regardless	of	whether	the	liabilities	arose	before,	during	or	after	the	time	we	owned	or	operated	the	facilities.	We	also
have	current	or	previous	ownership	interests	in	sites	associated	with	the	production	of	manufactured	gas	for	which	we	may	be
liable	for	additional	costs	related	to	investigation,	remediation	and	monitoring	of	these	sites.	Remediation	activities	associated
with	our	former	manufactured	gas	plant	operations	are	one	source	of	such	costs.	Citizen	groups	or	others	may	bring	litigation
regarding	environmental	issues	including	claims	of	various	types,	such	as	property	damage,	personal	injury	and	citizen
challenges	to	compliance	decisions	on	the	enforcement	of	environmental	requirements,	which	could	subject	us	to	penalties,
injunctive	relief	and	the	cost	of	litigation.	We	cannot	predict	the	amount	and	timing	of	future	expenditures	(including	the
potential	or	magnitude	of	fines	or	penalties)	related	to	such	environmental	matters,	although	they	could	be	material.	C.	Risks
Specific	to	Kentucky	Regulated	Segment	(PPL,	LG	&	E	and	KU)	We	are	subject	to	financial,	operational,	regulatory	and	other
risks	related	to	requirements,	developments	and	uncertainties	in	environmental	regulation,	including	those	affecting	coal-	fired
generation	facilities.	Extensive	federal,	state	and	local	environmental	laws	and	regulations	are	applicable	to	LG	&	E'	s	and	KU'	s
generation	supply,	including	its	air	emissions,	water	discharges	(ELGs)	and	the	management	of	hazardous	and	solid	wastes
(CCRs),	among	other	business-	related	activities,	and	the	costs	of	compliance	or	alleged	non-	compliance	cannot	be	predicted
and	could	be	material.	In	addition,	our	costs	may	increase	significantly	if	the	requirements	or	scope	of	environmental	laws,
regulations	or	similar	rules	are	expanded	or	changed	as	the	environmental	standards	governing	LG	&	E’	s	and	KU’	s	businesses,
particularly	as	applicable	to	coal-	fired	generation	and	related	activities,	continue	to	be	subject	to	uncertainties	due	to	rulemaking
and	other	regulatory	developments,	legislative	activities	and	litigation,	administrative	and	permit	challenges.	In	recent	years
The	Biden	administration	is	considering	a	wide	range	of	potential	policies	,	executive	orders,	rules,	legislation	and	other	--	the
initiatives	in	connection	with	federal	government	has	undertaken	various	efforts	aimed	at	addressing	climate	change	,	some
of	which	remain	subject	to	legal	challenge,	that	may	affect	these	costs	.	The	Registrants	are	unable	to	predict	changes	in
regulations,	regulatory	guidance,	legal	interpretations,	policy	positions,	and	implementation	actions	that	may	result	from
the	change	in	Presidential	administrations	.	Depending	on	the	extent,	frequency	and	timing	of	such	changes,	LG	&	E	and	KU
may	face	higher	risks	of	unsuccessful	implementation	of	environmental-	related	business	plans,	noncompliance	with	applicable
environmental	rules,	delayed	or	incomplete	rate	recovery	or	increased	costs	of	implementation.	Costs	may	take	the	form	of
increased	capital	expenditures	or	operating	and	maintenance	expenses,	monetary	fines,	penalties	or	forfeitures,	operational
changes,	permit	limitations	or	other	restrictions.	At	some	of	our	older	generating	facilities	it	may	be	uneconomic	for	us	to	install
necessary	pollution	control	equipment,	which	could	cause	us	to	retire	those	units.	Our	ability	to	retire	plants	we	believe	are
uneconomic	is	expected	to	be	subject	to	receipt	of	regulatory	approvals.	Market	prices	for	energy	and	capacity	also	affect	this
cost-	effectiveness	analysis.	Many	of	these	environmental	law	considerations	are	also	applicable	to	the	operations	of	our	key
suppliers	or	customers,	such	as	coal	producers,	power	producers	and	industrial	power	users,	and	may	impact	the	costs	of	their
products	and	demand	for	our	services.	(PPL	and	LG	&	E)	We	are	subject	to	operational,	regulatory	and	other	risks	regarding
natural	gas	supply	infrastructure.	A	natural	gas	pipeline	explosion	or	associated	incident	could	have	a	significant	impact	on	LG
&	E’	s	natural	gas	operations	or	result	in	significant	damages	and	penalties	that	could	have	an	adverse	impact	on	LG	&	E’	s
financial	position	and	results	of	operations.	The	PHMSA	Pipeline	and	Hazardous	Materials	Safety	Administration	enforces
regulations	that	govern	the	design,	construction,	operation	and	maintenance	of	pipeline	facilities.	Failure	to	comply	with	these
regulations	could	result	in	the	assessment	of	fines	or	penalties	against	LG	&	E.	These	regulations	require,	among	other	things,
that	pipeline	operators	take	certain	measures	with	respect	to	pipeline	integrity.	Depending	on	the	results	of	integrity	tests	and
other	integrity	program	activities,	we	could	incur	significant	and	unexpected	costs	to	perform	remedial	activities	on	our	natural
gas	infrastructure	to	ensure	our	continued	safe	and	reliable	operation.	Recent	pipeline	incidents	in	the	U.	S.	have	also	led	to	the
introduction	of	proposed	rules	and	possible	federal	legislative	actions	which	could	impose	restrictions	on	LG	&	E’	s	operations
or	require	more	stringent	testing	to	ensure	pipeline	integrity.	Implementation	of	these	regulations	could	increase	our	costs	to



comply	with	pipeline	integrity	and	safety	regulations.	D.	Risks	Specific	to	Pennsylvania	Regulated	Segment	(PPL	and	PPL
Electric)	We	face	competition	for	transmission	projects,	which	could	adversely	affect	our	rate	base	growth.	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	electricity	transmission	planning	activities.	The	PPL	Electric
transmission	business,	operating	under	a	FERC-	approved	PJM	Open	Access	Transmission	Tariff,	is	subject	to	competition
pursuant	to	FERC	Order	1000	from	entities	that	are	not	incumbent	PJM	transmission	owners	with	respect	to	the	construction	and
ownership	of	transmission	facilities	within	PJM.	Increased	competition	can	result	in	lower	rate	base	growth.	We	could	be	subject
to	higher	costs	and	/	or	penalties	related	to	Pennsylvania	Conservation	and	Energy	Efficiency	Programs.	PPL	Electric	is	subject
to	Act	129,	which	contains	requirements	for	energy	efficiency	and	conservation	programs	and	for	the	use	of	smart	metering
technology,	imposes	PLR	electricity	supply	procurement	rules,	provides	remedies	for	market	misconduct,	and	made	changes	to
the	existing	Alternative	Energy	Portfolio	Standard.	The	law	also	requires	electric	utilities	to	meet	specified	goals	for	reduction
in	customer	electricity	usage	and	peak	demand.	Utilities	not	meeting	these	Act	129	requirements	are	subject	to	significant
penalties	that	cannot	be	recovered	in	rates.	Numerous	factors	outside	of	our	control	could	prevent	compliance	with	these
requirements	and	result	in	penalties	to	us.	E.	Risks	Specific	to	the	Rhode	Island	Regulated	Segment	We	are	subject	to
operational,	regulatory	and	other	risks	regarding	natural	gas	supply	infrastructure	in	Rhode	Island.	A	natural	gas	pipeline
explosion	or	associated	incident	could	have	a	significant	impact	on	RIE'	s	natural	gas	operations	or	result	in	significant	damages
and	penalties	that	could	have	an	adverse	impact	on	RIE’	s	financial	position	and	results	of	operations.	The	PHMSA	Pipeline
and	Hazardous	Materials	Safety	Administration	enforces	regulations	that	govern	the	design,	construction,	operation	and
maintenance	of	pipeline	facilities.	Failure	to	comply	with	these	regulations	could	result	in	the	assessment	of	fines	or	penalties
against	RIE.	These	regulations	require,	among	other	things,	that	pipeline	operators	take	certain	measures	with	respect	to	pipeline
integrity.	Depending	on	the	results	of	integrity	tests	and	other	integrity	program	activities,	we	could	incur	significant	and
unexpected	costs	to	perform	remedial	activities	on	our	natural	gas	infrastructure	to	ensure	our	continued	safe	and	reliable
operation.	F.	Risks	Related	to	All	Segments	Pandemic	health	events	and	their	impact	on	business	and	economic	conditions
could	negatively	affect	our	business.	A	resurgence,	or	new	variant	of	COVID-	19	or	other	pandemic	health	event	and	related
remediation	efforts	could	present	challenges	to	businesses,	communities,	workforces,	markets	and	supply	chains.	At	this	time,
the	Registrants	’	cannot	predict	the	ways	in	which	and	the	extent	to	which	these	or	other	pandemic-	related	factors	may	affect
their	business,	earnings	or	other	financial	results.	Our	business	operations	are	continually	subject	to	cyber-	based	security	and
data	integrity	risks	from	vulnerabilities	related	to	our	IT	systems,	operational	technology	infrastructure	and	supply	chain
relationships.	Numerous	functions	affecting	the	efficient	operation	of	our	businesses	are	dependent	on	the	secure	and	reliable
storage,	processing	and	communication	of	electronic	data	and	the	use	of	sophisticated	computer	hardware	and	software	systems
and	network	infrastructure.	The	operation	of	our	transmission	and	distribution	systems,	including	gas	distribution	systems,	as
well	as	our	generation	plants,	are	all	reliant	on	cyber-	based,	complex	and	integrated	technologies.	Systemic	issues	could	arise	as
a	result	of	upgrades	to	particular	software	or	human	error.	In	addition,	these	complex	systems	are	subject	to	the	risk	that	they
could	be	the	target	of	disruptive	actions	by	terrorists,	nation	state	actors	or	criminals	or	otherwise	be	compromised.	Attacks	may
come	through	ransomware,	software	updates	or	patches,	use	of	opensource	software,	firmware	that	hackers	can	manipulate	to
include	malicious	codes	for	exploitation	at	a	later	date,	or	the	compromising	of	hardware	by	bad	actors,	creating	serious	risks	to
our	security,	the	security	of	our	customers'	information,	and	potentially	to	our	ability	to	provide	power.	Attacks	could	also	target
our	personnel	or	contractors	through	attempts	to	gain	access	or	credentials	that	could	be	used	to	breach	our	systems.	As	a	result,
operations	could	be	interrupted,	property	could	be	damaged	and	sensitive	customer	information	lost	or	stolen,	causing	us	to
incur	significant	losses	of	revenues,	other	substantial	liabilities	and	damages,	costs	to	replace	or	repair	damaged	equipment	and
damage	to	our	reputation.	Threats	to	our	systems	and	operations	continue	to	emerge	as	new	ways	to	compromise	components	of
our	systems	or	networks	are	developed.	Additionally,	cybersecurity	risks	also	threaten	our	supply	chains,	including	aspects	that
are	not	under	our	control,	such	as	the	incorporation	of	opensource	software	in	systems	or	software	that	we	use,	that	despite	our
efforts	do	not	meet	our	current	security	standards.	In	addition,	under	the	Energy	Policy	Act	of	2005,	users,	owners	and	operators
of	the	bulk	power	transmission	system,	including	PPL	Electric,	LG	&	E,	KU	and	RIE,	are	subject	to	mandatory	reliability
standards	promulgated	by	NERC	and	enforced	by	the	FERC.	As	an	operator	of	natural	gas	distribution	systems,	LG	&	E	is	also
subject	to	mandatory	reliability	standards	of	the	U.	S.	Department	of	Transportation	and	is	also	subject	to	certain	security
directives	related	to	cybersecurity	issued	by	the	Department	of	Homeland	Security	(DHS)	Transportation	Security
Administration	(TSA)	in	2021.	The	TSA	has	determined	that	LG	&	E	is	critical,	while	RIE	has	not	been	notified	of	this
distinction	and	is	therefore	not	currently	subject	to	the	security	directives.	Failure	to	comply	with	these	standards	could	result	in
the	imposition	of	fines	or	civil	penalties,	and	potential	exposure	to	third	party	claims	for	alleged	violations	of	the	standards	.
Artificial	intelligence	(AI)	is	an	emerging	area	of	technology	that	has	the	potential	to	impact	various	aspects	of	our
business	operations	and	customer	interactions.	AI	technologies	are	still	in	their	early	stages	of	development	and
deployment.	Ineffective	or	inadequate	AI	development	or	deployment	practices	by	PPL,	its	subsidiaries	or	third-	party
vendors	could	result	in	unintended	consequences.	While	we	seek	contractual	protections	with	our	third-	party	vendors
regarding	the	use	of	AI	technology,	we	may	not	have	full	awareness	of,	or	control	or	visibility	over,	the	quality,
performance,	security	or	compliance	of	the	products	and	services	that	incorporate	AI-	related	technology	used	by	such
vendors.	AI	algorithms	that	we	or	our	third-	party	vendors	use	may	be	flawed	or	may	be	based	on	datasets	that	are
biased	or	insufficient.	These	limitations	or	failures,	or	inaccurate	results	generated	as	a	result	of	our	employees’,
contractors’	or	vendors’	use	or	misuse	of	AI	technologies	could	lead	to	operational	interruptions	or	otherwise	adversely
affect	our	business,	reputation	or	financial	results.	Developing,	testing,	and	deploying	resource-	intensive	AI	systems	may
require	additional	investment	and	increase	our	costs.	In	addition,	the	rapidly	evolving	nature	of	AI	technologies	may
cause	new	laws	and	regulations	to	be	enacted	which	could	dramatically	affect	business	practices,	including	the	costs	to



comply	with	such	new	laws	and	regulations.	We	cannot	predict	the	future	development	of	AI	technologies	and	the	nature
of	any	related	new	laws	and	regulations,	and	their	costs	and	consequences.	Natural	disasters	or	operational	accidents
may	adversely	affect	the	Registrants’	operating	results.	Natural	disasters	or	operational	accidents	(such	as	wildfires,
earthquakes,	hurricanes	or	natural	gas	transmission	pipeline	explosions)	could	have	direct	or	indirect	impacts	on	the
Registrants	or	key	contractors	or	suppliers.	Further,	the	generation	of	electricity	and	the	transportation	and	storage	of
natural	gas	involve	inherent	operating	risks	that	may	result	in	accidents	involving	serious	injury	or	loss	of	life,
environmental	damage	or	property	damage.	Such	events	could	affect	the	Registrants	through	civil	or	criminal	legal
proceedings	or	changes	to	policies,	laws	and	regulations	the	compliance	costs	of	which	may	have	a	significant	impact	on
the	Registrants’	results	of	operations,	financial	position	and	cash	flows.	Existing	insurance	policies	may	not	cover	all	of
the	potential	exposures	in	connection	with	such	incidents.	Any	losses	not	covered	by	insurance,	or	any	increases	in	the
cost	of	applicable	insurance	as	a	result	of	such	incidents,	could	have	a	material	adverse	effect	on	the	results	of	operations,
financial	position	and	cash	flows	of	the	Registrants	.	We	are	subject	to	risks	associated	with	federal	and	state	tax	laws	and
regulations.	Changes	in	tax	law	as	well	as	the	inherent	difficulty	in	quantifying	potential	tax	effects	of	business	decisions	could
negatively	impact	our	results	of	operations	and	cash	flows.	We	are	required	to	make	judgments	in	order	to	estimate	our
obligations	to	taxing	authorities.	These	tax	obligations	include	income,	property,	gross	receipts,	franchise,	sales	and	use,
employment-	related	and	other	taxes.	We	also	estimate	our	ability	to	utilize	deferred	tax	assets	and	tax	credits.	Dependent	upon
the	revenue	needs	of	the	jurisdictions	in	which	our	businesses	operate,	various	tax	and	fee	increases	may	be	proposed	or
considered.	We	cannot	predict	changes	in	tax	law	or	regulation	or	the	effect	of	any	such	changes	on	our	businesses.	Any	such
changes	could	increase	tax	expense	and	could	have	a	significant	negative	impact	on	our	results	of	operations	and	cash	flows.
We	continue	to	evaluate	the	application	of	relevant	laws,	including	the	TCJA	and	the	IRA	in	calculating	income	tax	expense.
Increases	in	electricity	prices	and	/	or	a	weak	economy	can	lead	to	changes	in	legislative	and	regulatory	policy,	including	the
promotion	of	energy	efficiency,	conservation	and	distributed	generation	or	self-	generation,	which	may	adversely	impact	our
business.	Energy	consumption	is	significantly	impacted	by	overall	levels	of	economic	activity	and	costs	of	energy	supplies.
Economic	downturns	or	periods	of	high	energy	supply	costs	can	lead	to	changes	in	or	the	development	of	legislative	and
regulatory	policy	designed	to	promote	reductions	in	energy	consumption	and	increased	energy	efficiency,	alternative	and
renewable	energy	sources,	and	distributed	or	self-	generation	by	customers.	This	focus	on	conservation,	energy	efficiency	and
self-	generation	may	result	in	a	decline	in	electricity	demand,	which	could	adversely	affect	our	business.	We	could	be	negatively
affected	by	rising	interest	rates,	downgrades	to	our	credit	ratings,	adverse	credit	market	conditions	or	other	negative
developments	in	our	ability	to	access	capital	markets.	Our	businesses	are	capital-	intensive	and,	in	the	ordinary	course	of
business,	we	are	reliant	upon	adequate	long-	term	and	short-	term	financing	to	fund	our	significant	capital	expenditures,	debt
service	and	operating	needs.	As	a	result,	we	are	sensitive	to	developments	in	interest	rates,	credit	rating	considerations,
insurance,	security	or	collateral	requirements,	market	liquidity	and	credit	availability	and	refinancing	opportunities	necessary	or
advisable	to	respond	to	credit	market	changes.	Changes	in	these	conditions	could	result	in	increased	costs	and	decreased
availability	of	credit.	In	addition,	certain	sources	of	debt	and	equity	capital	have	expressed	reservations	about	investing	in
companies	that	rely	on	fossil	fuels.	If	sources	of	our	capital	are	reduced,	capital	costs	could	increase	materially.	A	downgrade	in
our	credit	ratings	could	negatively	affect	our	ability	to	access	capital	and	increase	the	cost	of	maintaining	our	credit	facilities	and
any	new	debt.	Credit	ratings	assigned	by	Moody'	s	and	S	&	P	to	our	businesses	and	their	financial	obligations	have	a	significant
impact	on	the	cost	of	capital	incurred	by	our	businesses.	A	ratings	downgrade	could	increase	our	short-	term	borrowing	costs
and	negatively	affect	our	ability	to	fund	liquidity	needs	and	access	new	long-	term	debt	at	acceptable	interest	rates.	See"	Item	7.
Combined	Management'	s	Discussion	and	Analysis	of	Financial	Condition	and	Results	of	Operations-	Financial	Condition-
Liquidity	and	Capital	Resources-	Ratings	Triggers"	for	additional	information	on	the	financial	impact	of	a	downgrade	in	our
credit	ratings.	Our	operating	revenues	could	fluctuate	on	a	seasonal	basis,	especially	as	a	result	of	extreme	weather	conditions,
including	storms,	or	from	changes	in	average	temperatures	for	extended	periods,	which	may	be	caused	or	exacerbated	by
climate	change.	Our	businesses	are	subject	to	seasonal	demand	cycles.	For	example,	in	some	markets	demand	for,	and	market
prices	of,	electricity	peak	during	hot	summer	months,	while	in	other	markets	such	peaks	occur	in	cold	winter	months.	As	a
result,	our	overall	operating	results	may	fluctuate	substantially	on	a	seasonal	basis	if	weather	conditions	diverge	adversely	from
seasonal	norms.	Extreme	weather	and	other	significant	disruptive	events	could	significantly	affect	our	profitability	or	operations
by	causing	outages,	damaging	infrastructure	and	requiring	significant	repair	costs.	Storm	outages	and	damage	often	directly
decrease	revenues	and	increase	expenses,	due	to	reduced	usage	and	restoration	costs.	The	effects	of	climate	change	may	cause,
contribute	to	or	magnify	fluctuations	in	our	operating	results.	Our	businesses	are	subject	to	physical,	market	and	economic	risks
relating	to	potential	effects	of	climate	change.	Climate	change	may	produce	changes	in	weather	or	other	environmental
conditions,	including	temperature	or	precipitation	levels,	and	thus	may	impact	consumer	demand	for	electricity.	In	addition,	the
potential	physical	effects	of	climate	change,	such	as	increased	frequency	and	severity	of	storms,	floods,	and	other	climatic
events,	could	disrupt	our	operations	and	cause	us	to	incur	significant	costs	to	prepare	for	or	respond	to	these	effects.	Climate
change	may	also	contribute	to	heightened	risk	or	severity	of	wildfires,	which	could	disrupt	our	operations	and	cause	us	to	incur
significant	costs,	though	the	annual	FEMA	National	Risk	Index	for	wildfires	in	the	jurisdictions	in	which	we	provide	service	is
very	low	to	relatively	moderate.	These	or	other	meteorological	changes	could	lead	to	increased	operating	costs,	capital	expenses
or	power	purchase	costs.	Greenhouse	gas	regulation	such	as	the	EPA’	s	May	2024	rule	governing	emissions	from	certain
fossil	fuel-	fired	electric	generating	units	could	increase	the	cost	of	electricity	,	particularly	power	generated	by	fossil	fuels	,
and	such	increases	could	have	a	depressive	effect	on	regional	economies.	Reduced	economic	and	consumer	activity	in	our
service	areas--	both	generally	and	specific	to	certain	industries	and	consumers	accustomed	to	previously	lower	cost	power--
could	reduce	demand	for	the	power	we	generate,	market	and	deliver.	Also,	demand	for	our	energy-	related	services	could	be
similarly	lowered	by	consumers'	preferences	or	market	factors	favoring	energy	efficiency,	low-	carbon	power	sources	or



reduced	electricity	usage.	The	Registrants'	responses	to	such	climate-	related	risks	include	compliance	with	evolving
governmental	policy	and	developing	and	implementing	strategies	designed	to	meet	net	zero	carbon	emissions	goals,	which	may
affect	our	financial	condition,	results	of	operations	or	cash	flows.	We	cannot	predict	the	outcome	of	legal	proceedings	or
investigations	related	to	our	businesses	in	which	we	are	periodically	involved.	An	unfavorable	outcome	or	determination	in	any
of	these	matters	could	have	a	material	adverse	effect	on	our	financial	condition,	results	of	operations	or	cash	flows.	We	are
involved	in	legal	proceedings,	claims	and	litigation	and	periodically	are	subject	to	state	and	federal	investigations	arising	out	of
our	business	operations,	the	most	significant	of	which	are	summarized	in	Item	1.	Business	and"	Regulatory	Matters"	in	Note	7	to
the	Financial	Statements	and	in"	Legal	Matters"	and"	Regulatory	Issues"	in	Note	13	12	to	the	Financial	Statements.	We	cannot
predict	the	ultimate	outcome	of	these	matters,	nor	can	we	reasonably	estimate	the	costs	or	liabilities	that	could	potentially	result
from	a	negative	outcome	in	each	case.	Significant	increases	in	our	operation	and	maintenance	expenses,	including	health	care
and	pension	costs,	could	adversely	affect	our	future	earnings	and	liquidity.	We	continually	focus	on	limiting	and	reducing	our
operation	and	maintenance	expenses.	However,	we	expect	to	continue	to	face	increased	cost	pressures	in	our	operations.
Increased	costs	of	materials	and	labor	may	result	from	general	inflation,	increased	regulatory	requirements	(especially	in	respect
of	environmental	regulations),	the	need	for	higher-	cost	expertise	in	the	workforce	or	other	factors.	In	addition,	pursuant	to
collective	bargaining	agreements,	we	are	contractually	committed	to	provide	specified	levels	of	health	care	and	pension	benefits
to	certain	current	employees	and	retirees.	These	benefits	give	rise	to	significant	expenses.	Due	to	general	inflation	with	respect	to
such	costs,	the	aging	demographics	of	our	workforce	and	other	factors,	we	have	experienced	significant	health	care	cost
inflation	in	recent	years,	and	we	expect	our	health	care	costs,	including	prescription	drug	coverage,	to	continue	to	increase
despite	measures	that	we	have	taken	and	expect	to	take	to	require	employees	and	retirees	to	bear	a	higher	portion	of	the	costs	of
their	health	care	benefits.	In	addition,	we	expect	to	continue	to	incur	significant	costs	with	respect	to	the	defined	benefit	pension
plans	for	our	employees	and	retirees.	The	measurement	of	our	expected	future	health	care	and	pension	obligations,	costs	and
liabilities	is	highly	dependent	on	a	variety	of	assumptions,	most	of	which	relate	to	factors	beyond	our	control.	These	assumptions
include	investment	returns,	interest	rates,	health	care	cost	trends,	inflation	rates,	benefit	improvements,	salary	increases	and	the
demographics	of	plan	participants.	If	our	assumptions	prove	to	be	inaccurate,	our	future	costs	and	cash	contribution
requirements	to	fund	these	benefits	could	increase	significantly.	We	may	incur	liabilities	in	connection	with	divestitures.	In
connection	with	various	divestitures,	and	certain	other	transactions,	we	have	indemnified	or	guaranteed	parties	against	certain
liabilities.	These	indemnities	and	guarantees	relate,	among	other	things,	to	liabilities	which	may	arise	with	respect	to	the	period
during	which	we	or	our	subsidiaries	operated	a	divested	business,	and	to	certain	ongoing	contractual	relationships	and
entitlements	with	respect	to	which	we	or	our	subsidiaries	made	commitments	in	connection	with	a	divestiture.	See"	Guarantees
and	Other	Assurances"	in	Note	13	12	to	the	Financial	Statements.	We	are	subject	to	liability	risks	relating	to	our	generation,
transmission	and	distribution	operations.	The	conduct	of	our	physical	and	commercial	operations	subjects	us	to	many	risks,
including	risks	of	potential	physical	injury,	property	damage	or	other	financial	liability,	caused	to	or	by	employees,	customers,
contractors,	vendors,	contractual	or	financial	counterparties	and	other	third	parties.	Our	facilities	may	not	operate	as	planned,
which	may	increase	our	expenses	and	decrease	our	revenues	and	have	an	adverse	effect	on	our	financial	performance.	Operation
of	power	plants,	transmission	and	distribution	facilities,	information	technology	systems	and	other	assets	and	activities	subjects
us	to	a	variety	of	risks,	including	the	breakdown	or	failure	of	equipment,	accidents,	security	breaches,	viruses	or	outages
affecting	information	technology	systems,	labor	disputes,	obsolescence,	delivery	/	transportation	problems	and	disruptions	of
fuel	supply	and	performance	below	expected	levels.	These	events	may	impact	our	ability	to	conduct	our	businesses	efficiently
and	lead	to	increased	costs,	expenses	or	losses.	Operation	of	our	delivery	systems	below	our	expectations	may	result	in	lost
revenue	and	increased	expense,	including	higher	maintenance	costs,	which	may	not	be	recoverable	from	customers.	Planned	and
unplanned	outages	at	our	power	plants	may	require	us	to	purchase	power	at	then-	current	market	prices	to	satisfy	our
commitments	or,	in	the	alternative,	pay	penalties	and	damages	for	failure	to	satisfy	them.	Although	we	maintain	insurance
coverage	for	certain	of	these	risks,	we	do	not	carry	insurance	for	all	of	these	risks	and	no	assurance	can	be	given	that	such
insurance	coverage	will	be	sufficient	to	compensate	us	in	the	event	losses	occur.	We	are	required	to	obtain,	and	to	comply	with,
government	permits	and	approvals.	We	are	required	to	obtain,	and	to	comply	with,	numerous	permits,	approvals,	licenses	and
certificates	from	governmental	agencies.	The	process	of	obtaining	and	renewing	necessary	permits	can	be	lengthy	and	complex
and	sometimes	result	in	the	establishment	of	permit	conditions	that	make	the	project	or	activity	for	which	a	permit	was	sought
unprofitable	or	otherwise	unattractive.	In	addition,	such	permits	or	approvals	may	be	subject	to	denial,	revocation	or
modification	under	certain	circumstances.	Failure	to	obtain	or	comply	with	the	conditions	of	permits	or	approvals,	or	failure	to
comply	with	any	applicable	laws	or	regulations,	may	result	in	delay	or	temporary	suspension	of	our	operations	and	electricity
sales	or	the	curtailment	of	our	power	delivery	and	may	subject	us	to	penalties	and	other	sanctions.	Although	various	regulators
routinely	renew	existing	licenses,	renewal	could	be	denied	or	jeopardized	by	various	factors,	including	failure	to	provide
adequate	financial	assurance	for	closure;	failure	to	comply	with	environmental,	health	and	safety	laws	and	regulations	or	permit
conditions;	local	community,	political	or	other	opposition;	and	executive,	legislative	or	regulatory	action.	Our	cost	or	inability	to
obtain	and	comply	with	the	permits	and	approvals	required	for	our	operations	could	have	a	material	adverse	effect	on	our
operations	and	cash	flows.	In	addition,	new	environmental	legislation	or	regulations,	if	enacted,	or	changed	interpretations	of
existing	laws	may	elicit	claims	that	historical	routine	modification	activities	at	our	facilities	violated	applicable	laws	and
regulations.	In	addition	to	the	possible	imposition	of	fines	in	such	cases,	we	may	be	required	to	undertake	significant	capital
investments	in	pollution	control	technology	and	obtain	additional	operating	permits	or	approvals,	which	could	have	an	adverse
impact	on	our	business,	results	of	operations,	cash	flows	and	financial	condition.	War,	other	armed	conflicts	or	terrorist	attacks
could	have	a	material	adverse	effect	on	our	business.	War,	terrorist	attacks	and	unrest	have	caused	and	may	continue	to	cause
instability	in	the	world'	s	financial	and	commercial	markets.	In	addition,	unrest	could	lead	to	acts	of	terrorism	in	the	United
States	or	elsewhere,	and	acts	of	terrorism	could	be	directed	against	companies	such	as	ours.	Armed	conflicts	and	terrorism	and



their	effects	on	us	or	our	markets	may	significantly	affect	our	business	and	results	of	operations	in	the	future.	In	addition,	we
may	incur	increased	costs	for	security,	including	additional	physical	plant	security	and	security	personnel	or	increased	capability
following	a	terrorist	incident.	We	are	subject	to	counterparty	performance,	credit	or	other	risk	in	the	provision	of	goods	or
services	to	us,	which	could	adversely	affect	our	ability	to	operate	our	facilities	or	conduct	business	activities.	We	purchase	from
a	variety	of	suppliers	energy,	capacity,	fuel,	natural	gas,	transmission	service	and	certain	commodities	used	in	the	physical
operation	of	our	businesses,	as	well	as	goods	or	services,	including	information	technology	rights	and	services,	used	in	the
administration	of	our	businesses.	Delivery	of	these	goods	and	services	is	dependent	on	the	continuing	operational	performance
and	financial	viability	of	our	contractual	counterparties	and	also	the	markets,	infrastructure	or	third	parties	they	use	to	provide
such	goods	and	services	to	us.	As	a	result,	we	are	subject	to	risks	of	disruptions,	curtailments	or	increased	costs	in	the	operation
of	our	businesses	if	such	goods	or	services	are	unavailable	or	become	subject	to	price	spikes	or	if	a	counterparty	fails	to	perform.
Such	disruptions	could	adversely	affect	our	ability	to	operate	our	facilities	or	deliver	services	and	collect	revenues,	which	could
result	in	lower	sales	and	/	or	higher	costs	and	thereby	adversely	affect	our	results	of	operations.	The	performance	of	coal	markets
and	producers	may	be	the	subject	of	increased	counterparty	risk	to	LG	&	E	and	KU	currently	due	to	weaknesses	in	such	markets
and	suppliers.	The	coal	industry	is	subject	to	increasing	competitive	pressures	from	natural	gas	markets,	political	pressures	and
new	or	more	stringent	environmental	regulation,	including	regulation	of	combustion	byproducts	and	water	inputs	or	discharges.
We	are	subject	to	the	risk	that	our	workforce	and	its	knowledge	base	may	become	depleted	in	coming	years.	Our	businesses
depend	upon	our	ability	to	employ	and	retain	key	officers	and	other	skilled	professional	and	technical	employees.	We	experience
attrition	due	primarily	to	retiring	employees,	with	the	risk	that	critical	knowledge	will	be	lost	and	that	it	may	be	difficult	to
replace	departed	personnel,	and	to	attract	and	retain	new	personnel,	with	appropriate	skills	and	experience.


