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ITEM 5. OTHER EVENTS

SHAREHOLDER SUIT AGAINST
THE MONTANA POWER COMPANY AND PPL MONTANA, LLC

On August 16, 2001, a purported class—action lawsuit was filed by a group
of shareholders of The Montana Power Company ("MPC") against MPC, the directors
of MPC, certain unnamed advisors and consultants of MPC, and PPL Montana, LLC
("PPLM") . The lawsuit was filed in the Montana state court for Silver Bow
County, Montana. The plaintiffs allege, among other things, that MPC was
required to, and did not, obtain shareholder approval of the sale of MPC's
generation assets to PPLM in 1999.

Although most of the claims in the complaint are against MPC, its board of
directors, and its consultants and advisors, one claim is asserted against PPLM.
That claim alleges that PPLM was privy to and participated in a strategy whereby
MPC would sell its generation assets to PPLM without first obtaining MPC
shareholder approval, and that PPLM has made net profits in excess of $100
million as the result of this illegal sale.

The complaint requests that the court impose a "resulting and/or
constructive trust" on both the generation assets themselves and the alleged
$100 million of net profits realized by PPLM from such assets. The complaint
also seeks 10% per annum interest on the amounts subject to the trust.

PPIM will have 20 days from the date that it was formally served with the
complaint to serve and file its response. PPLM is unable to predict the outcome
of this matter.
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