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Utility Coal Inventory Levels
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Y/Y Comparison RETAC Utility Members

Inventory Levels - Verbatim

= Still high but much lower than last year
= \We’re comfortable with our current hedge position

= Currently 50 — 60 days on the ground and
growing, looking for off site storage opportunities

= Qur inventory levels have returned to normal and
we don’t anticipate any problems for the
remainder of the year
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Inventory Reduction Strategies

Employed

* Purchasing strategy modified to create
flexibility

= Move contract purchases into 2014
= | eave current open positions unfilled

= Contract buyouts and resell opportunities are
difficult in the short term due to poor market
conditions

SEiy “. i ," J .
Sogent 'o‘.:: 25
4 I S
© PPL Corporation 2013 pp S
\\ T



Railroads and Coal Suppliers

» Rail service has improved due to lower traffic
volumes

= Some shippers report aggressive pricing in lllinois
Basin rates

= Suppliers willing to discuss optionality and
fixed/variable pricing structures

= Some evidence of flexible short term rail pricing
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Impact of Low Natural Gas Prices

= Coal generation still being challenged (plant
location and other variables)

= Gas combined cycle new build

= Capacity factors for base load coal increased
slightly YTD August compared to 2012

= Capacity factors for gas combined cycle up about
20% YTD August compared to 2012 depending
on location
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Generation New Resources/Retirements

= New Resources

Natural gas capacity accounted for 20 GW of the more
than 30 GW added in 2012, this was more than three
times the amount announced in 2011

More than 13 GW of wind capacity added in 2012, about 3
GW more than the previous record set in 2009

The photovoltaic industry (solar) added 2 GW of capacity
in 2012, 20% more than the previous year

= Retirements

Industry retired more than 9 GW of coal capacity in 2012,
which is comparable to the coal retirements of last five
years combined

* Source from Edison Electric Institute (EEI
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NYMEX Forward Price Trend

Forward NYMEX Gas Prices From Jan 1 to Aug 23, 2013
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From the beginning of March through the end of April, the balance of 2013 forward
market has increased substantially more than the later cals. Since April, some contangg,.: ;

has come back to market but overall prices have fallen. b I
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Historical and projected annual TETCO M3 gas basis

Annual TETCO M3 Gas Basis
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0.00 Q

(0.25) 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020
e Actual 099 | 072 | 073 | 063 | 023
= CERA 0.23 | 018 | (0.08) | (0.08) | (0.08) | (0.08) | (0.09) | (0.09) | (0.10)
e V13 Forward 023 | 015 | (0.24) | (0.23) | (0.19) | (0.19) | (0.19)

Most recent forward basis price collapse started in Jun 2013.
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Henry Hub Annual Price Comparisons

Forwards (8/23/13) — Since the beginning
of May, some additional contango has
come back in the long term forwards but
prices are lower.

CERA is now in line with forwards through
2015. Moderate bump in 2016 from
MATS impact.

BENTEK price projection assumes that
increased drilling efficiencies,
infrastructure improvements and
substantial associated gas production will
offset any production shortfalls from low
gas rig counts. This price forecast (from
May) is above current market.

ESAI are more bullish than the market,
especially when coal retirements and new
LNG exports kick in.

Barclays expects some industrial demand
growth and coal retirement displacement
offset by increased Marcellus production
and lower overall well costs.
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CERA Monthly Gas Storage Inventory

CERA US 48 Nat Gas Inventories 2008 to 2015 (08/23/13 Update)
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balance: historical period occurred in 2012, HH [~y
—_— spot prices averaged $2.7/MBtu. . / .
« Five year average storage levels 3,500 |- b A2 [ NN -
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* March 2013 storage dropped to _ :
the 5 year average which is a 5 2500 L NN T ALY X Nov2013&2014: |
total winter withdrawal of 2.2 Tcf. @ Storage above 2012.

CERA's latest 2013 storage level }-’

projection (solid orange) now X - ( :

exceeds high end of range by — e [ IR el S

Nov. Prior month projection for i —

2013 (dashed orange) had lower \. \ Lowest storage value for 5 year

Storage values. 1,500 | X )—K—J' —————————— historicalpe_riod occurred in 2008. HH | -
e The all important Oct, 2013 S ’ spot prices were $8.8/MBtu.

storage has increased from

31410 In May’s prOJeCtlon to 1,000 Jan Feb Mar | Apr | May | Jun Jul Aug | Sep Oct Nov | Dec

3,874 now — a bearish Signal. — % —2008 Act 2,056 | 1,465 | 1,266 | 1,436 | 1,840 | 2,178 | 2,517 | 2,866 | 3,161 | 3,399 | 3,346 | 2,840
e 2014 (red Iine) now stays above — + =2012 Act 2,916 | 2,455 | 2,477 | 2,613 | 2,890 | 3,118 | 3,246 | 3,409 | 3,693 | 3,930 | 3,799 | 3,413

2013 Proj 2,703 | 2,103 | 1,724 | 1,858 | 2,272 | 2,628 | 2,914 | 3,164 | 3,549 | 3,874 | 3,804 | 3,394

S.year average.and 2015 (green —a— 2014 ij‘ 2,642 | 2,111 | 1,892 | 2,081 | 2,464 | 2,835 | 3,006 | 3,241 | 3,593 | 3,929 | 3,929 | 3,367

Ime) does n(_)t dlp below 5 year —&— 2015 Proj 2,604 | 2,093 | 1,896 | 2,084 | 2,459 | 2,794 | 2,932 | 3,121 | 3,438 | 3,738 | 3,703 | 3,123

average until AUg of that year. Prior 2013 Proj| 2,703 | 2,103 | 1,724 | 1,827 [ 2,252 | 2,628 [ 2,800 | 3,036 | 3,384 | 3,727 [ 3,747 | 3,267

— ¢ =5YrAg 2,343 1817 | 1,726 | 1,952 | 2,342 | 2,665 | 2919 | 3,161 | 3,485 | 3,750 | 3,719 | 3,101 |

p S
%

© PPL Corporation 2013 11 ppl S
~ ™



Shale Drilling

Shale Technology Accesses New Resources

Vertical Directional Horizontal
Well Well Well

Traditional
Reservoir

Primary Migration

S ’ / \ / *\ Primary Migration
rook AN N NN

= Exposes more of the reservoir to the well bore, improving access to reserves
= Increases permeability which promotes higher flow rate
= Can be applied to shales, tight sands and other low permeability formations
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A Thought About the Future

* The market will continue to experience change
and evolution
Supply/Demand Balance
Coal production alignment/Coal inventory - dispatch
Gas production rationalization (Shale Gas)

Coal retirements and new gas generation build
(Location)

Demand growth
Policy Balance
Policy agenda versus economy
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