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FOR IMMEDIATE RELEASE

Allegheny Energy Reports First Quarter 2007 Results

GREENSBURG, Pa., April 26, 2007 -- Allegheny Energy, Inc. (NYSE: AYE) today reported financial
results for the first quarter of 2007.

Three Months Ended March 31

$ millions Per share
2007 2006 2007 2006
Consolidated net income-GAAP $109.7 $113.4 $0.65 $0.67
Adjusted net income 109.7 114.2 0.65 0.68

Allegheny also reported adjusted financial results for the first quarter of 2006 by excluding a $0.8
million loss from discontinued operations. There were no adjustments to net income for the first quarter
of 2007.

“We had solid operating performance in the first quarter,” said Paul J. Evanson, Chairman, President
and Chief Executive Officer of Allegheny Energy. “But despite a 5 percent increase in retail sales and
power plant performance in line with our expectations, earnings decreased due to lower market prices
for power and increased coal costs.

“We made progress in key areas during the quarter, obtaining approval of our Maryland rate transition
plan, completing the Fort Martin scrubber financing, and filing for state approval of our Trans-
Allegheny Interstate Line transmission project. Recently announced plans for further transmission
investments strengthen our confidence in Allegheny’s long-term growth prospects.”

First Quarter Consolidated Results

Net income for the first quarter of 2007 decreased by $4.5 million compared with adjusted net income
for the same period in 2006. Key factors contributing to the results include:

e Operating revenues increased $2.0 million compared to the first quarter of 2006, reflecting
higher generation rates in Pennsylvania and increased sales due to colder weather, partially offset
by lower market prices for power, including hedges and market-based contracts, and the
expiration of a power purchase agreement with the Ohio Valley Electric Corporation (OVEC).
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e Fuel expense increased by $13.5 million due to higher coal costs and increased coal usage.

e Purchased power and transmission expense decreased by $8.0 million, reflecting reduced
purchases from OVEC.

o In the first quarter of 2006, Allegheny recorded a $5.0 million (pre-tax) gain on the 2004 sale of
a portion of its interest in OVEC.

e Operations and maintenance expense increased by $4.2 million, largely due to a benefit related to
the Hunlock Creek transactions in the first quarter of 2006.

e Depreciation and amortization expense increased by $4.1 million, reflecting higher plant in
service.

e Interest expense decreased by $8.2 million due to lower debt levels.

e Income taxes decreased by $1.1 million as a result of lower pre-tax income.
EBITDA for the first quarter of 2007 was $312.6 million, a decrease of $9.5 million compared to
adjusted EBITDA for the same quarter of the prior year. EBITDA and adjusted EBITDA are non-GAAP
financial measures. Details on the calculation of EBITDA and adjusted EBITDA and a reconciliation of

EBITDA to net income are attached to this release.

First Quarter Segment Results

Three Months Ended March 31

($ millions)

2007 2006
Generation and Marketing:
Net income - GAAP $64.3 $67.0
Adjusted net income 64.3 67.8
Delivery and Services:
Net income - GAAP $45.4 $46.4
Adjusted net income 45.4 46.4

There were no adjustments in either segment for the first quarter of 2007. Adjusted net income in the
Generation and Marketing segment for the first quarter of 2006 excludes results of discontinued
operations.

Generation and Marketing: Net income for the quarter decreased by $3.5 million compared to
adjusted net income for the same period a year earlier. Key factors contributing to the decrease in
earnings were lower market prices for power, including hedges and market-based contracts, higher coal
costs and the previously mentioned OVEC gain and Hunlock Creek transactions recorded in the first




quarter of 2006. Segment results benefited from a 1 percent increase in kilowatt-hours generated, higher
generation rates in Pennsylvania and reduced interest expense.

Delivery and Services: Net income for the quarter decreased by $1.0 million compared to the same
quarter of the prior year. Retail sales increased by 5 percent due to colder weather and customer growth,
but the related increase in revenues was more than offset by higher costs of purchasing power, including
costs to serve higher demand and the effect of a generation ownership exchange in West Virginia, and a
higher effective tax rate.

Discontinued Operations: Discontinued operations had no impact on results for the first quarter of
2007, compared to a $0.8 million loss for the same period of the prior year. The 2006 results relate
solely to the Gleason generating facility, which Allegheny sold in the fourth quarter of 2006.

Reconciliation of Non-GAAP Financial Measures

This news release and the attached table include non-GAAP financial measures as defined in the
Securities and Exchange Commission’s Regulation G. Where noted, we present financial information on
an adjusted basis to exclude the effect of certain items as described herein. By presenting adjusted
results, management intends to provide investors with a more complete understanding of the core results
and underlying trends from which to consider past performance and prospects for the future. We also
present EBITDA as an additional measure of our operating performance.

Users of this financial information should consider the types of events and transactions for which
adjustments have been made. Neither the adjusted information nor EBITDA should be considered in
isolation or viewed as substitutes for or superior to net income or other data prepared in accordance with
GAAP as measures of our operating performance or liquidity. In addition, neither the adjusted
information nor EBITDA is necessarily comparable to similarly titled measures provided by other
companies.

Pursuant to the requirements of Regulation G, we have attached tables that reconcile non-GAAP
financial measures, including those presented in this release, to the most directly comparable GAAP
measures.

Investor Conference Call

Allegheny Energy will discuss these results in a live Internet broadcast at 8:30 a.m. Eastern Daylight
Time on Friday, April 27, 2007. To listen to the broadcast, visit www.alleghenyenergy.com. A taped
replay will be available after the live broadcast.

Allegheny Enerqy

Headquartered in Greensburg, Pa., Allegheny Energy is an investor-owned electric utility with total
annual revenues of over $3 billion and more than 4,000 employees. The company owns and operates
generating facilities and delivers low-cost, reliable electric service to over 1.5 million customers in
Pennsylvania, West Virginia, Maryland and Virginia. For more information, visit our Web site at
www.alleghenyenergy.com.

Forward-L ooking Statements
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In addition to historical information, this release may contain a number of "forward-looking statements" as defined in the Private
Securities Litigation Reform Act of 1995. Words such as anticipate, expect, project, intend, plan, believe, and words and terms of similar
substance used in connection with any discussion of future plans, actions, or events identify forward-looking statements. These include
statements with respect to: rate regulation and the status of retail generation service supply competition in states served by Allegheny
Energy’s distribution business, Allegheny Power; financing plans; demand for energy and the cost and availability of raw materials,
including coal; provider-of-last-resort and power supply contracts; results of litigation; results of operations; internal controls and
procedures; capital expenditures; status and condition of plants and equipment; capacity purchase commitments; and regulatory matters.
Forward-looking statements involve estimates, expectations and projections and, as a result, are subject to risks and uncertainties. There
can be no assurance that actual results will not materially differ from expectations. Actual results have varied materially and
unpredictably from past expectations. Factors that could cause actual results to differ materially include, among others, the following:
plant performance and unplanned outages; changes in the price of power and fuel for electric generation; general economic and business
conditions; changes in access to capital markets and actions of rating agencies; complications or other factors that render it difficult or
impossible to obtain necessary lender consents or regulatory authorizations on a timely basis; environmental regulations; the results of
regulatory proceedings, including proceedings related to rates; changes in industry capacity, development and other activities by
Allegheny Energy’s competitors; changes in the weather and other natural phenomena; changes in customer switching behavior and their
resulting effects on existing and future load requirements; changes in the underlying inputs and assumptions, including market conditions
used to estimate the fair values of commodity contracts; changes in laws and regulations applicable to Allegheny Energy, its markets or its
activities; the loss of any significant customers or suppliers; dependence on other electric transmission and gas transportation systems
and their constraints or availability; inflationary and interest rate trends changes in market rules, including changes to PIM participant
rules and tariffs; the effect of accounting pronouncements issued periodically by accounting standard-setting bodies and accounting
issues facing our organization; and the continuing effects of global instability, terrorism and war. Additional risks and uncertainties are
identified and discussed in Allegheny Energy’s reports filed with the Securities and Exchange Commission.
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ALLEGHENY ENERGY, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

(unaudited)
Three Months Ended March 31,
(In thousands) 2007 2006
OPErating FEVENUES ......c.eviiiitirtieietcnt ettt ettt $847,625 $845,646
Operating expenses:
FUBL o 232,225 218,689
Purchased power and tranSmiSSION ..........cccvvvrerereeierieree e 93,266 101,232
Gain on sale of OVEC power agreement and Shares...........ccoceeveneienenieennen. — (5,000)
Deferred energy COSES, NEL .......cciiiiieieiirese e (1,455) 4,993
Operations and MaINTENANCE ..........c.couiririieii e 160,544 156,381
Depreciation and amortization.............coceeeieienenene e 71,981 67,842
Taxes other than INCOME tAXES........vvviireire et 55,890 53,667
Total OPerating EXPENSES.......cvvierereeeereeieriesieseesesesreseeeeeeseesseseeseens 612,451 597,804
(@0 =] = L o T ot ] o S 235,174 247,842
Other income and eXPeNSES, NEL........coviiiiiirieii e 5,862 7,671
Interest expense and preferred dividends:
INEEIEST EXPENSE ....vveiieiiee e se et te et e et e steesteeste e e e e sneesneenneenes 59,236 67,388
Preferred dividend of subsidiary..........cccccovvviiiiiciiicie e 293 293
Total interest expense and preferred dividends..........c.ccocveiiieiiinnnene 59,529 67,681
Income from continuing operations before income taxes and minority
(101 T =] O SOURPPPTRTR 181,507 187,832
INCOME TAX EXPEINSE ...vieniiieite ettt ettt ettt b ettt ettt e bbbt st e et e e e sbenbe b 71,378 72,504
Minority interest in net income of subsIdiaries ...........cccocceevie v, 387 1,178
Income from continuUINg OPEratioNS.........c.cooeereriiieieree e 109,742 114,150
Loss from discontinued operations, Net Of taX ........ccccccvvereieneviciese e — (766)
N oo SR $109,742 $113,384
Common share data:
Weighted average common shares outstanding
BASIC ottt b et sr e bt nre e 165,494 163,080
DIHULEA <ottt sttt et sbe et sne e 169,181 168,504
Basic income per common share:
Income from continuing OPErationS............ccccevvieiicieseseie e $0.66 $0.70
Loss from discontinued operations, net of taX .......cc.cevvevvevenene v, — —
Net inCOme Per COMMON SNAME .........cvcueurreriiieiererieise e $0.66 $0.70
Diluted income (loss) per common share:
Income from coNtinUING OPEratioNS.........c.covovvvvieeeueueeieeeere s eeeeeeenes $0.65 $0.68
Loss from discontinued operations, net of taX .........ccccocereieiennincieieneeees — (0.01)
Net income Per COMMON SNATE ...........cvvvverieeereteeeeeere ettt $0.65 $0.67




ALLEGHENY ENERGY, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(unaudited)
March 31, December 31,
(In thousands) 2007 2006
ASSETS
Current Assets:
Cash and €ash eQUIVAIENTS ...........ccovviviiiiicis s $68,642 $114,138
Accounts receivable:
(G101 (0] 11 1=T USRI 220,788 167,792
UNDilled ULHTTY FEVENUE ......ocveieieieieiee e s 97,553 117,977
WHhOoIeSale and OLNEN .........covviiiiicc et 72,948 63,894
Allowance for uncollectible aCCOUNTS........ccccvcveiereiere e (13,758) (14,591)
Materials and SUPPIIES ....ecvvirreiece e 98,661 96,117
FUBL. ..ottt et ettt st e e st e e s be e sbe e nae s e s aeeeaeeereeebeenees 71,556 74,951
Deferred INCOME TAXES ... .cviiviireicre ettt ettt ettt sbe e sbe b e e saeesbeeebeenees 129,636 127,531
] O 1T IR VSR 79,145 44,603
LO00] | Fo 1T 0 7 001 | P 47,264 39,399
COomMMOMILY CONTIACTES.......cueiieiieeeieie ettt e resbesneereas 34 1,430
RESLICIEA TUNGAS .....viivieciic ettt sbe e ebe e 11,601 12,923
o 0] F o) Ve XL PR 40,784 39,128
(@] 10 =] OO 14,766 24,130
TOtAl CUMTENT ASSBLS. .. ecuviiviecriectee ettt sttt ebe e ere e e rbe st sree s 939,620 909,422
Property, Plant and Equipment, Net:
[T g =T oL [o] o O RRROURTPRN 5,831,687 5,820,278
TEANSIMISSION L1euveeitiectee et et eebe e et esebe e e be e s be e e beesbeesabessabesebeesabeesnbeesnbeesnreesnreeanns 1,061,692 1,056,759
[ LISy Ao V1o RSP 3,632,429 3,597,405
(@] 3= 448,625 412,894
Accumulated depreCiation .........c.cviiieieie i (4,706,362) (4,636,972)
Y001 ] v | I OTRTRRORN 6,268,071 6,250,364
CoNSLruCtioN WOIK I PIOQIESS. .. cuecuveeiieitestestesieeteeeeee e see sttt e e e sbe b sae e 308,708 262,529
Total property, plant and eqUIPMENE, NEL........c.coeviieiiiieiie e 6,576,779 6,512,893
Investments and Other Assets:
(€T 0010 1Y/ 1 | RPN 367,287 367,287
Investments in unconsolidated affiliates..........c.cccvviiiviici i 28,114 28,259
(@] 3= P 28,714 27,932
Total investments and Other ASSELS.......c.eciiiiiiiiiie e 424,115 423,478
Deferred Charges:
o 0] F o) Ve X SR 657,746 674,095
(@] 12 =1 TSR 36,020 32,558
Total deferred Charges ......cveeeeie e 693,766 706,653
QI 7 L N1 I $8,634,280 $8,552,446




ALLEGHENY ENERGY, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS (continued)

(unaudited)
March 31, December 31,
(In thousands, except share data) 2007 2006
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current Liabilities:
Long-term debt due Within 0N YEar............cccceeeeeeiieieieiceeeeeeeeee e $187,136 $201,189
ACCOUNES PAYADIE.......c.veiiiiie e sreens 243,002 236,706
ACCTUBH TAXES .ttt sttt bbbttt bt 100,590 136,216
(@F0] T 400 14V o0] 1) - Uot £SO 10,272 5,984
ACCTUBH TNEETESE ...ttt bbb 108,043 99,854
(011 SO OO PRT ST 130,019 140,830
Total current HabilitieS .......c..coovviieiiii e 779,062 820,779
LONG-TEIM DEDT ..ottt 3,363,668 3,383,986
Deferred Credits and Other Liabilities:
ComMMOUItY CONIACES.....cuveieieie et nrenre e 15,324 17,982
TaXES PAYADIE ..o 42,880 —
INVESEMENE tAX CrEdit......cve e 72,042 72,938
Deferred INCOME TAXES .. .o.vcviieieirieeee e e 1,000,120 936,911
Obligations under capital [€aSES ........ccccvvviiveeeieerierercse e 26,962 26,007
Regulatory labilitiesS.........ccoveviiiiere e 443,211 464,092
Adverse power purchase COmMmItMENt..........ccccveiviieieiene e 162,653 166,937
(@1 1= SO PSSO PRROIN 516,229 547,706
Total deferred credits and other liabilities..........ccocvevveiiiiicieicie e 2,279,421 2,232,573
Commitments and Contingencies
MINOFTLY INTEFEST ...t e 11,120 10,713
Preferred Stock Of SUDSIAIAIY ........ccoiiiiiiiiii e 24,000 24,000
Common Stockholders’ Equity:
Common stock, $1.25 par value, 260 million shares authorized and
165,654,590 and 165,409,908 shares issued at March 31, 2007 and
December 31, 2006, reSPECLIVEIY .......cceiiiiriiiiiee et 207,068 206,762
Other paid-in CAPITAl ........ccviiieiie et 1,913,920 1,907,879
REtAINEA BAIMINGS .....eiuieeiieiie e et 166,718 74,698
Treasury stock at cost; 49,493 ShAres .........cccoveiiiiin i (1,756) (1,756)
Accumulated other comprenensive 10SS.........c.cciiiieieneie e (108,941) (107,188)
Total common stockholders’ eqUILY .........cccvevieiiicievccc e 2,177,009 2,080,395
Total Liabilities and Stockholders’ EQUILY ............coovieiriiicieniee s $8,634,280 $8,552,446




ALLEGHENY ENERGY, INC.—CONSOLIDATED RESULTS OF OPERATIONS

Income Summary

Three months ended March 31, 2007

Delivery  Generation

and and

(In millions) Services Marketing  Eliminations Total
OPEIALING TEVENUES ......voveveveeeeveteeeetetee ettt e et et e et et e s st be s et et eas st sessstebessssesens $757.9  $5245  $(434.8) $847.6
FUBL .. bbbt — 232.2 — 2322
Purchased power and tranSmMiSSION .........cuevverueierereseeeseeeeseese e ste e ree e e e 500.8 24.2 (431.7) 93.3
Deferred eNergy COSES, NEL ......cveiieie et (1.5) — — (15
Operations and MAINTENANCE .........c.oiriieiee et 86.3 77.3 (3.1) 1605
Depreciation and amOrtization ...t e 40.2 31.8 — 72.0
Taxes other than INCOME TAXES........civiree e 35.5 204 — 55.9

Total OPErating EXPENSES. .....ccveivirreireieerieeeiteresrestestesre s e see e s estesresre s e sseereeeeneens 661.3 385.9 (434.8) 612.4
(@] oI LT a o T ToTo] 11 SRS 96.6 138.6 — 2352
Other income and EXPENSES, NEL........cccviviiererere e se et re e seenees 3.0 4.1 1.2) 5.9
Interest expense and preferred dividends..........coceve v 18.7 42.1 (1.2) 59.6

Income from continuing operations before income taxes and minority interest.... 80.9 100.6 — 1815
INCOME TAX EXPEINSE. ... ittt ettt ettt sb ettt st be e sbeesbe e b e s sresaeanreens 35.5 35.9 — 71.4
Minority interest in net income of SUDSIAIAIIES..........ccovieiiieiiie e — 0.4 — 0.4

NEL INCOME ...ttt bbbttt a et r e e e e e $45.4 $64.3 $— $109.7

Three months ended March 31, 2006

Delivery  Generation

and and
(In millions) Services Marketing  Eliminations Total
OPEIAtING FTEVENUES ......veveveireiteteetesteteete st e e ste st e e te st esesbe st sesbe st esesbe st esesbe st esesbesaenesbensens $702.6  $507.1  $(364.1) $845.6
FUBL . ettt — 218.7 — 2187
Purchased power and tranSMISSION .........ccuveiiirieiiiriee e 447.7 15.7 (362.2) 101.2
Gain on sale of OVEC power agreement and SharesS...........cococevenenienieieniencnie e — (5.0) — (5.0
Deferred eNergy COSES, NEL ......cuiiiiiiie ettt e 5.0 — — 5.0
Operations and MAINTENANCE ..........coiiireiiaieeee ettt bbb 86.8 715 (1.9) 156.4
Depreciation and amortization...........ccocveveiiieieniie e 37.7 30.1 — 67.8
Taxes other than INCOME TAXES .......viviiieieiieee e 33.3 20.4 — 537
Total OPErating EXPENSES. ......cveirviieiirieiest et 610.5 351.4 (364.1) 597.8
OPErating INCOME.....c.oiiiiiiieiiiteiete ettt ettt et bbb bbb 92.1 155.7 — 2478
Other iNCOmMe and EXPENSES, NEL.......ccveiiiireiiieriee et 4.3 3.8 0.9 7.7
Interest expense and preferred dividends. ..o 19.9 48.2 (0.4) 67.7
Income from continuing operations before income taxes and minority interest.... 76.5 111.3 — 187.8
INCOME TAX EXPEINSE....vvievieeeie st sieeste et e st e ste et e e s e ss e st e steesteeeesneesreesreeneeeneeeneenneensaens 30.1 42.3 — 72.4
Minority interest in net income of SUbSIdIArIES..........ccvveierereie s — 1.2 — 1.2
Income from continUING OPErAtiONS ..........cceieririiieieere e e 46.4 67.8 — 1142
Loss from discontinued operations, Net of taX ........cooeieieiineinn e — (0.8) — (0.8)
INEE INCOME ...ttt e ettt s e s $46.4 $67.0 $— $1134



RECONCILIATION OF NON-GAAP FINANCIAL MEASURES
CONSOLIDATED DATA FOR THE THREE MONTHS ENDED MARCH 31, 2007 AND 2006
(in millions, except per share data)

(unaudited)

INCOME FROM
CONTINUING
OPERATIONS BEFORE DILUTED
INCOME TAXES AND INCOME
THREE MONTHS ENDED MARCH 31, 2007 MINORITY INTEREST NET INCOME PER SHARE
Calculation of Adjusted Income:
Income - GAAP basis $181.5 $109.7 $0.65
Adjustments:
Loss from discontinued operations -- --
Adjusted Income $181.5 $109.7 $0.65
Calculation of Adjusted EBITDA:
Net Income - GAAP basis $109.7
Loss from discontinued operations --
Interest expense and preferred dividends 59.5
Income tax expense 71.4
Depreciation and amortization 72.0
EBITDA from continuing operations 312.6
No adjustments --
Adjusted EBITDA from continuing operations $312.6
INCOME FROM
CONTINUING
OPERATIONS BEFORE DILUTED
INCOME TAXES AND INCOME
THREE MONTHS ENDED MARCH 31, 2006 MINORITY INTEREST NET INCOME PER SHARE
Calculation of Adjusted Income:
Income - GAAP basis $187.8 $113.4 $0.67
Adjustments:
Loss from discontinued operations -- 0.8
Adjusted Income $187.8 $114.2 $0.68
Calculation of Adjusted EBITDA:
Net Income - GAAP basis $113.4
Loss from discontinued operations 0.8
Interest expense and preferred dividends 67.7
Income tax expense 72.4
Depreciation and amortization 67.8
EBITDA from continuing operations 322.1
No adjustments --
Adjusted EBITDA from continuing operations $322.1




RECONCILIATION OF NON-GAAP FINANCIAL MEASURES
SEGMENT DATA FOR THE THREE MONTHS ENDED MARCH 31, 2007 AND 2006

THREE MONTHS ENDED MARCH 31,

(in millions)
(unaudited)

DELIVERY AND SERVICES

GENERATION AND MARKETING

INCOME FROM

CONTINUING

OPERATIONS BEFORE
INCOME TAXES AND NET

INCOME FROM

CONTINUING

OPERATIONS BEFORE
INCOME TAXES AND NET

2007 MINORITY INTEREST INCOME MINORITY INTEREST INCOME
Calculation of Adjusted Income:

Income - GAAP Basis $80.9 $45.4 $100.6 $64.3
Adjustments:

Loss from discontinued operations - -- - --
Adjusted Income $80.9 $45.4 $100.6 $64.3

DELIVERY AND SERVICES

GENERATION AND MARKETING

INCOME FROM INCOME FROM
CONTINUING CONTINUING
OPERATIONS BEFORE OPERATIONS BEFORE
THREE MONTHS ENDED MARCH 31, INCOME TAXES AND NET INCOME TAXES AND NET
2006 MINORITY INTEREST INCOME MINORITY INTEREST INCOME
Calculation of Adjusted Income:
Income - GAAP Basis $76.5 $46.4 $111.3 $67.0
Adjustments:
Loss from discontinued operations - -- -- 0.8
Adjusted Income $76.5 $46.4 $111.3 $67.8
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ALLEGHENY ENERGY, INC. AND SUBSIDIARIES
OPERATING STATISTICS

Three Months Ended March 31,

(unaudited)

2007 2006 Change
DELIVERY AND SERVICES:
Retail electricity sales (million KWH) 11,711 11,182 4.7%
Usage per customer (KWH):
Residential 3,739 3,472 7.7%
Commercial 15,106 14,637 3.2%
Industrial 146,134 147,028 -0.6%
GENERATION AND MARKETING:
Total generation (million KWH):
Supercritical coal 10,748 10,550 1.9%
Other coal 1,753 1,559 12.4%
Gas 91 77 18.2%
Hydro and other 500 831 -39.8%
Total 13,092 13,017 0.6%
Net capacity factor:
Supercritical coal 82% 80% 2%
All coal 7% 75% 2%
Equivalent availability factor:
Supercritical coal 90% 91% -1%
All coal 89% 91% -2%
DEGREE DAYS:
Heating 2,776 2,426 14.4%
Cooling 2 0 N/A
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