ALLEGHENY ENERGY,
Consol i dated Statenments of Operations

Unaudi t ed Unaudi t ed
Three Mnt hs Ended Ni ne Mont hs Ended
(I'n thousands, except nunber of shares and Sept ember 30, Sept enber 30,
per share data) 2003 2002 2003 2002
Total operating revenues $ 637,560 $ 537,136 $ 1,712,465 $ 2,326,834
Cost of revenues:
Fuel consuned for electric generation 160, 764 166, 095 453, 590 436, 266
Purchased energy and transmni ssion 82, 046 75, 060 249, 841 265, 498
Nat ural gas purchases 16, 198 128,572 137, 702 432,099
Def erred energy costs, net (10, 023) (3,675) (30, 647) 10, 908
O her 7,241 37, 287 27, 427 77, 267
Total cost of revenues 256, 226 403, 339 837,913 1,222,038
Net revenues 381, 334 133, 797 874, 552 1,104, 796
O her operating expenses:
Wor kf orce reduction expenses --- 104, 170 --- 104, 170
Qper ati on expense 213,127 218, 704 789, 309 714,084
Depreci ation and anortization 86, 039 77, 359 243,124 233, 226
Taxes other than inconme taxes 50, 301 52, 381 161, 663 168, 570
Total other operating expenses 349, 467 452,614 1, 194, 096 1, 220, 050
Qperating i ncome (I o0ss) 31, 867 (318, 817) (319, 544) (115, 254)
O her income and (expenses), net 15, 154 (34, 867) 96, 767 (27, 844)
I nterest charges and preferred divi dends:
I nterest on debt and ot her 127, 282 81, 183 350, 930 229,176
Al I owance for borrowed funds used during
construction and interest capitalized (2,432) (3,610) (15, 853) (9, 485)
Di vi dends on preferred stock of 1, 259 1, 260 3,778 3,778
subsi di ari es
Total interest charges and preferred
di vi dends 126, 109 78, 833 338, 855 223, 469
Consol i dated | oss before inconme taxes,
mnority interest, and cunul ative effect of
accounti ng changes (79, 088) (432,517) (561, 632) (366, 567)
Federal and state income tax (benefit) (26, 554) (164, 883) (231, 950) (141, 563)
Mnority interest (benefit) (1,537) (4, 618) (9, 122) (4, 602)
Consol i dated | oss before cunul ative
ef fect of accounting changes (50, 997) (263, 016) (320, 560) (220, 402)
Cunul ative effect of accounting changes, net
of (20, 765) (130, 514)
taxes of $12,974 and $79, 596
Consol i dated net | oss $ (50,997) $ (263,016) $ (341, 325) $ (350,916)
Wei ght ed average basic and diluted common
shares out st andi ng 126, 959, 283 125,691,877 126, 800, 176 125, 460, 716
Basic and diluted | oss per share:
Consol i dated | oss before cunul ative effect of
account i ng changes $ (0. 40) $ (2.09) $ (2.53) $ (1.76)
Cunul ative effect of accounting changes, net (0.16) (1.04)
Consol i dated net | oss $ (0.40) $ (2.09) $ (2.69) $ (2.80)




ALLEGHENY ENERGY, | NC.
Consol i dat ed Statenents of Cash Fl ows

Unaudi t ed
Ni ne Mont hs Ended
Sept enber 30,

(I'n thousands) 2003 2002
Cash flows from operations
Consol i dated net |oss $ (341, 325) $ (350, 916)
Cunul ative effect of accounting changes, net 20, 765 130, 514
Consol i dated | oss before cunul ative
ef fect of accounting changes (320, 560) (220, 402)
Reappl i cati on of SFAS No. 71 (75, 824) ---
Depreci ation and anortization 243, 124 233, 226
Anortization of adverse purchase power contract (14, 298) (17, 345)
Loss (gain) on disposal of assets 21, 334 (15, 033)
M nority interest (9,122) (4,602)
Deferred investnment credit and incone taxes, net (159, 600) (7,432)
Deferred energy costs, net (30, 647) 10, 908
Unrealized | osses on commodity contracts, net 483, 811 184, 497
Wor kf orce reduction expenses --- 94, 220
| mpai rment of unregul ated investnents --- 38, 036
| mpai rrent of generation projects --- 38, 488
Changes in certain assets and liabilities:
Accounts receivable, net 100, 066 (34, 238)
Materials and supplies (38, 163) (40, 487)
Prepai d taxes (16, 252) (10, 185)
Taxes receivabl e/ payabl e, net 181, 433 21, 044
Accounts payabl e (46, 539) 100, 765
Benefit plans’ investnents 20, 993 30, 583
Accrued payrol | (12, 300) (32,087)
I nterest accrued 22, 447 25, 653
Pur chased options 10, 053 (24, 075)
Contract term nation costs (47, 706) ---
O her, net 18, 447 370
330, 697 371, 904
Cash flows used in investing:
Acqui sition of electric generating assets (318, 435) ---
Construction expendi tures (205, 604) (330, 300)
Proceeds from sal e of businesses and assets 55, 894 16, 556
(468, 145) (313, 744)
Cash flows from financing:
Proceeds fromcredit facilities, notes, and bonds 2,317, 257 735, 960
Restricted funds on deposit with trustee (34, 175) 605
Proceeds fromissuance of conmpn stock --- 647
Paynents on credit facilities, notes, and bonds (417, 797) (352, 399)
Cash dividends paid on comon stock --- (145, 044)
Short-term debt, net (1,131, 966) (100, 582)
733, 319 139, 187
Net change in cash and tenporary cash investnents 595, 871 197, 347
Cash and tenporary cash investnments at January 1 204, 231 37,980

Cash and tenporary cash investnents at Septenber 30 $ 800, 102 $ 235, 327




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

Unaudi t ed
Sept enber 30, Decenber 31,
(I n thousands) 2003 2002
ASSETS
Current assets:
Cash and tenporary cash investnents $ 800, 102 $ 204, 231
Account s receivabl e:
Bi |l ed:
Cust oner 243,599 316, 260
Energy trading and ot her 107, 676 93, 700
Unbi I | ed 117, 195 166, 055
Al |l owance for uncollectible accounts (43, 399) (29, 645)
Materials and supplies (at average cost):
Qperating and construction 110, 402 111, 267
Fuel 111, 802 74,768
Taxes receivabl e --- 185, 691
Deferred i ncome taxes 52, 667 46, 102
Commodity contracts 15, 741 156, 313
Prepai d t axes 66, 209 49, 957
Assets held for sale --- 9, 259
Restricted funds 111, 835 2,351
O her, including current portion of regulatory
assets 97,102 77,563
1,790, 931 1, 463, 872
Property, plant, and equi pnent:
In service, at original cost 11, 632, 793 10, 976, 166
Construction work in progress 162, 603 380, 959
11, 795, 396 11, 357, 125
Accunul at ed depreciation (4, 686, 817) (4,474, 551)
7,108,579 6, 882, 574
I nvest ments and ot her assets:
Excess of cost over net assets acquired (Goodwill) 367, 287 367, 287
Benefit plans’ investnents 7,538 47, 309
Unregul at ed i nvestments 54,233 56, 393
I nt angi bl e assets 38, 648 38, 648
O her 44,520 22, 685
512, 226 532, 322
Def erred charges:
Commodity contracts 4,870 1, 055, 160
Regul atory assets 563, 809 558, 811
O her 142, 624 107, 540
711, 303 1,721,511

Tot al assets $10, 123, 039 $ 10, 600, 279




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

Unaudi t ed
Sept enber 30, Decenber 31,
(I n thousands) 2003 2002
LI ABI LI TI ES AND STOCKHOLDERS' EQUI TY
Current liabilities:
Short -term debt $ --- $ 1,131,966
Long-term debt due wi thin one year 699, 289 257, 200
Debent ures, notes, and bonds recl assified
to current 4,888, 410 3,662, 201
Account s payabl e 326, 556 380, 019
Taxes accrued — ot her 92, 791 97, 049
Adver se power purchase conmmtnents 18, 297 19, 064
Commodity contracts 41,514 191, 186
I nterest accrued 85, 058 62,611
O her, including current portion of
regulatory liabilities 180, 067 189, 537
6, 331, 982 5, 990, 833
Long-t erm debt 407, 291 115, 944
Deferred credits and other liabilities:
Commodity contracts 62, 959 590, 546
Unanortized investnment credit 91, 415 96, 183
Def erred i ncone taxes 934, 506 1, 079, 151
ol i gation under capital |eases 34, 815 39, 054
Regul atory liabilities 51, 445 111, 967
Adver se power purchase commtnents 222,616 236, 147
O her 308, 114 313,106
1, 705, 870 2, 466, 154
Mnority interest 11, 685 21, 841
Preferred stock of subsidiary 74,000 74,000
St ockhol ders’ equity:
Conmon st ock 158, 761 158, 261
O her paid-in capital 1, 447, 830 1, 446, 180
Ret ai ned ear ni ngs 16, 564 357, 889
Treasury stock (1,179) (411)
Accunul at ed ot her conprehensive | oss (29, 765) (30, 412)
1,592, 211 1, 931, 507

Conmitments and conti ngenci es

Total liabilities and stockhol ders’ equity $ 10,123, 039 $ 10,600,279




(In mllions)

Total operating revenues:
Delivery and Services
Generation and Marketing
Eli m nations
Tot al

Operating income (loss):
Delivery and Services
Generation and Marketing
El i m nations
Tot al

ALLEGHENY ENERGY, | NC
Resul ts by Busi ness Segnent

Three Mont hs Ended

Ni ne Mont hs Ended

Consol i dated income (loss) before
cumul ative effect of accounting

changes:
Del i very and Services
Generation and Marketing
El i m nations
Tot al

Cunul ative effect of accounting

changes, net:
Delivery and Services
Generation and Marketing
Tot al

Consol i dat ed net

Delivery and Services
Generation and Marketing
El i m nations

Tot al

i ncone (loss):

Sept enber 30, Sept enber 30,
2003 2002 2003 2002
$ 689.0 $ 857.8 $ 2,205.3 $ 2,561.9
305.5 56. 7 619. 6 867.9
(356. 9) (377. 4) (1,112. 4) (1,103.0)
$ 637.6 $ 537.1 $1,712.5 $ 2,326.8
$ 64.9 $ 28.7 $ 198.5 $ 189.2
(41.1) (349.2) (513.7) (301. 2)
8.1 1.7 (4.3) (3.3)
$ 31.9 $(318. 8) $ (319.5) $ (115.3)
$ 29.2 $(23.2) $ 82.9 $ 41.9
(85. 1) (240. 6) (400. 7) (260. 1)
4.9 0.8 (2.7) (2.2)
$ (51.0) $(263.0) $ (320.5) $ (220.4)
$  --- $  --- $ (1.2) $ (130.5)
--- --- (19.6) ---
$ --- $ --- $ (20.8) $ (130.5)
$ 29.2 $(23.2) % 81.7 $ (88.6)
(85.1) (240. 6) (420. 3) (260. 1)
4.9 0.8 (2.7) (2.2)
$ (51.0) $(263.0) $ (341.3) $ (350.9)
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