ALLECGHENY ENERGY, | NC.
Consol i dated Statenments of Operations

(I'n thousands, except per share data)

Total operating revenues

Cost of revenues:
Fuel consuned for electric generation
Pur chased energy and transm ssion
Nat ural gas purchases
Def erred energy costs, net
O her
Total cost of revenues
Net revenues

O her operating expenses:
Wor kf orce reduction expenses
Oper ati on expense
Depreciation and anortization
Taxes ot her than incone taxes

Total other operating expenses

Qperating i nconme (I oss)

O her income and (expenses), net

Interest charges and preferred divi dends
I nt erest on debt
Al |l owance for borrowed funds used during
construction and interest capitalized
Di vi dends on preferred stock of subsidiaries
Total interest charges and preferred
di vi dends

Consol i dated i ncone (|l oss) before incone taxes,
mnority interest, and cunul ative effect of
accounti ng changes

Federal and state incone tax (benefit)
Mnority interest (benefit)

Consol i dated | oss before cunul ative
ef fect of accounting changes

Cunul ative effect of accounting changes, net
Consol i dated net | oss

Aver age basic and diluted commobn shares
out st andi ng

Basic and diluted | oss per share:
Consol i dated | oss before cunul ative effect of
accounti ng changes

Cunul ative effect of accounting changes, net
Consol i dated net | oss

Unaudi t ed
Three Mont hs Ended Year Ended
Decenber 31, Decenber 31,
2003 2002 2003 2002
$ 759, 967 $ 661, 653 $ 2,472,432 $ 2,988, 487
140, 229 155, 282 593, 819 591, 548
63, 488 81, 435 313, 329 346, 933
65, 825 228, 165 203, 527 660, 264
(5, 003) (1, 814) (35, 650) 9, 094
6, 144 16, 149 33,571 93, 416
270, 683 479, 217 1, 108, 596 1, 701, 255
489, 284 182, 436 1, 363, 836 1, 287, 232
. 3, 438 --- 107, 608
221, 063 430, 287 1, 010, 372 1,144, 371
83, 811 75, 326 326, 935 308, 552
63, 352 57,271 225,015 225, 841
368, 226 566, 322 1,562, 322 1,786, 372
121, 058 (383, 886) (198, 486) (499, 140)
9, 648 (18, 582) 106, 415 (46, 426)
127, 068 83, 423 477, 998 312,599
(875) (3,561) (16, 728) (13, 046)
1, 259 1, 259 5, 037 5, 037
127, 452 81, 121 466, 307 304, 590
3, 254 (483, 589) (558, 378) (850, 156)
14, 960 (192, 908) (216, 990) (334, 471)
1,948 (8,907) (7,174) (13, 509)
(13, 654) (281, 774) (334, 214) (502, 176)
--- --- (20, 765) (130, 514)
$ 13, 654) $ (281,774) $ (354,979) $ (632,690)
126, 968, 238 126, 243,338 126, 848, 253 125, 657, 979
$ (0.11) $ (2.23) % (2.64) $ (4.00)
- --- (0.16) (1.04)
$ (0.11) $ (2.23) $ (2.80) $ (5. 04)




ALLEGHENY ENERGY,

I NC.

Consol i dated Statements of Cash Fl ows

(I n thousands)

Cash flows from operations:
Consol i dated net | oss
Cunul ative effect of accounting changes, net
Consol i dated | oss before cunul ative
ef fect of accounting changes
Reappl i cation of SFAS No. 71
Depreci ation and anortization
Loss (gain) on disposal of assets, net
Loss on sal e of businesses before effect of minority
i nt erest
M nority interest
Deferred investnent credit and i ncone taxes, net
Unrealized | osses on commodity contracts, net
Wor kf orce reduction expenses
Restructuring charges and rel ated asset inpairnent
| npai rment of unregul ated investnents
| mpai rrent of generation projects
O her, net
Changes in certain assets and liabilities:
Accounts receivable, net
Materials and supplies
Taxes receivabl e/accrued, net
Accounts payabl e
Benefit plans’ investnents
Commodity contract term nation costs
O her, net
Net cash flows from operations

Cash flows used in investing:

Construction expenditures (less allowance for other
t han borrowed funds used during construction)

Acqui sition of generating assets
Proceeds from sal e of businesses and assets
Increase in restricted funds
O her investnents

Net cash flows used in investing

Cash flows from financi ng:
Short-term debt, net
I ssuance of notes, bonds and other |ong-term debt
Retirenent of notes, bonds, and other |ong-term debt
Proceeds fromissuance of common stock
Cash dividends paid on comron stock

Net cash flows from financi ng

Net change in cash and tenporary cash investnents
Cash and tenporary cash investnments at January 1
Cash and tenporary cash investnents at Decenber 31

Ended
Decenber 31,

2003 2002
(354, 979) $ (632,690)
20, 765 130, 514
(334, 214) (502, 176)
(75, 824) .-
326, 935 308, 552
22,054 (22, 387)
--- 31, 450
(7,174) (13, 509)
(158, 432) (205, 195)
468, 375 358, 240
--- 97, 658
--- 28, 880
--- 44,672
--- 244,037
(26, 700) 12,579
80, 040 (68, 305)
(23, 707) (1, 353)
186, 869 (122, 925)
(81, 686) 86, 510
47, 309 54,769
(47, 706) 47,965
(6, 073) (53, 658)
370, 066 325, 804
(254, 460) (403, 142)
(318, 435) -
57, 645 22,337
(42, 676) (744)
11, 707 2,780
(546, 219) (378, 769)
(1,079, 210) (106, 762)
2,274,098 1,143, 304
(694, 354) (670, 767)
--- 3,992
--- (150, 551)
500, 534 219, 216
324, 381 166, 251
204, 231 37, 980
528, 612 $ 204, 231




ALLEGHENY ENERGY, | NC.
Consol i dat ed Bal ance Sheets

Decenber 31, Decenber 31,
(I n thousands) 2003 2002
ASSETS
Current assets:
Cash and tenporary cash investnents $ 528,612 $ 204, 231
Account s receivabl e:
Bill ed:
Cust orer 203, 801 229, 418
Energy tradi ng and ot her 94, 769 180, 542
Unbi | | ed 175, 554 166, 055
Al'l owance for uncollectible accounts (29, 329) (29, 645)
Materials and supplies:
Operating and construction 109, 651 111, 267
Fuel, including stored gas 98, 097 74,768
Taxes receivabl e --- 185, 691
Def erred i ncone taxes 44,610 46, 102
Commodity contracts 24, 390 156, 313
Restricted funds 120, 873 2,351
Regul at ory assets 68, 665 36, 623
O her 77,591 90, 897
1,517, 284 1, 454, 613
Property, plant, and equi pnent:
In service, at original cost:
Gener ati on 6, 597, 195 6, 034, 437
Transm ssi on 1, 010, 062 1, 005, 823
Di stribution 3,549, 813 3,432, 206
O her 525, 092 503, 700
Accumul at ed depreci ation (4,377,917) (4,118, 091)
7, 304, 245 6, 858, 075
Construction work in progress 149, 232 380, 959
7,453, 477 7,239, 034
I nvest ments and ot her assets:
Excess of cost over net assets acquired (Goodwill) 367, 287 367, 287
Benefit plans’ investnents --- 47, 309
Unregul at ed i nvestments 51, 479 56, 393
I nt angi bl e assets 41, 710 38, 648
O her 45, 007 31, 944
505, 483 541, 581
Def erred char ges:
Commodity contracts 5,536 1, 055, 160
Regul at ory assets 577,691 599, 251
O her 112, 425 83, 509
695, 652 1, 737, 920

Total assets $10, 171, 896 $ 10,973,148



ALLEGHENY ENERGY, | NC
Consol i dat ed Bal ance Sheets (conti nued)

Decenber 31, Decenber 31,
(I n thousands) 2003 2002
LI ABI LI TI ES AND STOCKHOLDERS' EQUI TY
Current liabilities:
Short-term debt $ 53, 610 $ 1,131,966
Long-term debt due within one year 544, 843 257, 200
Debent ures, notes, and bonds --- 3,662, 201
Accounts payabl e 281, 514 380, 019
Taxes accrued:
Federal and state income 10, 317 ---
O her 87,910 97, 049
Adver se power purchase conmm tnents 18, 042 19, 064
Commodity contracts 41, 486 191, 186
Regul atory liabilities 2,229 7,681
O her 240, 992 244, 467
1, 280, 943 5, 990, 833
Long-t erm debt 5,127, 437 115, 944
Deferred credits and other liabilities:
Commodity contracts 61, 125 590, 546
Unanortized investnment credit 89, 826 96, 183
Def erred i ncone taxes 860, 323 1, 079, 151
ol i gation under capital |eases 32,483 39, 054
Regul atory liabilities 436, 118 480, 767
Adver se power purchase conmmtnents 218, 105 236, 147
O her 462, 220 317,175
2,160, 200 2, 839, 023
Mnority interest 13, 457 21,841
Preferred stock of subsidiary 74,000 74,000
St ockhol ders’ equity:
Common st ock---$1. 25 par val ue per share,
260, 000, 000 shares authorized, 127,008,776
shares issued, and 126, 968, 238 shares
out st andi ng 158, 761 158, 261
O her paid-in capital 1, 447, 830 1, 446, 180
Ret ai ned ear ni ngs 2,910 357, 889
Treasury stock (1, 438) (411)
Accunul at ed ot her conprehensive | oss (92, 204) (30, 412)
1, 515, 859 1, 931, 507

Total and stockhol ders’ equity $ 10,171, 896 $ 10,973,148



ALLEGHENY ENERGY

I NC.

Resul ts by Busi ness Segnent

(In mllions)

Total operating revenues:
Del i very and Services
Generation and Marketing
El i mi nati ons
Tot al

Qperating inconme (loss):
Del i very and Services
Generation and Marketing
Tot al

Consol i dated i ncone (|l oss) before
cunul ative effect of accounting
changes:

Delivery and Services
Generation and Marketing
Tot al

Cunul ati ve effect of accounting
changes, net:
Del i very and Services
Generation and Marketing
Tot al

Consol i dated net income (lo0ss):
Del i very and Services

Generation and Marketing
Tot al

Unaudi t ed
Three Mont hs Ended Year Ended
Decenber 31, Decenber 31
2003 2002 2003 2002

$ 769.3 $ 958.8 $ 2,974.6 $ 3,520.7
366. 7 77.3 986. 3 945. 3
(376.0) (374. 4) (1, 488.5) (1,477.5)
$ 760.0 $ 661.7 $ 2,472. 4 $ 2,988.5
$ 87.6 $ 106.6 $ 286. 1 $ 295.9
33.5 (490. 4) (484. 6) (795.0)

$ 121.1 $(383. 8) $ (198.5) $ (499.1)
$ 29.0 $ 42.2 $ 111.9 $ 84.1
(42.7) (324.0) (446. 1) (586. 3)

$ (13.7) $(281. 8) $ (334.2) $ (502.2)
$ --- $ --- $ (1.2) $ (130.5)
--- --- (19. 6) ---

$ --- $ --- $ (20. 8) $ (130.5)
$ 29.0 $ 42.2 $ 110.7 $ (46. 4)
(42.7) (324.0) (465.7) (586. 3)

$ (13.7) $(281. 8) $ (355.0) $ (632.7)
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