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FOR IMMEDIATE RELEASE

Allegheny Energy Reports Strong Second Quarter 2007 Results

GREENSBURG, Pa., July 26, 2007 -- Allegheny Energy, Inc. (NYSE: AYE) today reported financial
results for the three months and six months ending June 30, 2007.

$ millions Per share
Three Months Ended June 30 2007 2006 2007 2006
Consolidated net income-GAAP $77.0 $31.1 $0.45 $0.18
Adjusted net income 77.0 37.8 0.45 0.22
Six Months Ended June 30
Consolidated net income-GAAP $186.8 $144.5 $1.10 $0.86
Adjusted net income 186.8 152.0 1.10 0.90

There were no adjustments to net income for the second quarter of 2007. The adjusted results for the
second quarter of 2006 exclude a $9.5 million (pre-tax) charge for the write-off of prior deferred
financing costs, and a $0.9 million (after-tax) loss from discontinued operations.

“We achieved strong financial results for the second quarter,” said Paul J. Evanson, Chairman, President
and Chief Executive Officer of Allegheny Energy. “Favorable generation prices, higher retail delivery
sales and lower corporate expenses were the key contributors. In addition, we achieved two important
goals this quarter, reaching an investment grade credit rating and gaining PJM’s approval of our second
transmission project. Despite two disappointing regulatory decisions, we expect solid earnings growth
for 2007 and beyond.”

Second Quarter Consolidated Results

Net income for the second quarter of 2007 increased by $39.2 million compared with adjusted net
income for the same period in 2006. Key factors contributing to the results include:

e Operating revenues increased by $104.2 million compared to the second quarter of 2006,
reflecting higher market prices, higher generation rates in Pennsylvania, increased generation
output and increased retail sales.
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o Fuel expense increased by $39.6 million due to higher coal prices and increased gas
consumption.

e Purchased power and transmission expense increased by $11.3 million primarily due to PURPA
power purchase costs.

e Operations and maintenance expense decreased by $9.8 million, reflecting lower costs for
outside services and claims reserves.

e Interest expense decreased by $4.0 million.

e Income taxes increased by $32.5 million largely due to higher pre-tax income.
EBITDA for the second quarter of 2007 was $263.8 million, an increase of $70.1 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 these figures and a reconciliation of EBITDA to net

income are attached to this release.

Second Quarter Segment Results

Three Months Ended June 30

($ millions)

2007 2006
Generation and Marketing:
Net income - GAAP $43.6 $7.8
Adjusted net income 43.6 135
Delivery and Services:
Net income- GAAP $33.4 $23.3
Adjusted net income 334 24.3

There were no adjustments in either segment for the second quarter of 2007. For the second quarter of
2006, both segments’ adjusted net income excludes the write-off of prior deferred financing costs
previously mentioned, and the Generation and Marketing segment’s adjusted net income also excludes
results of discontinued operations.

Generation and Marketing: Net income for the quarter increased $30.1 million compared to adjusted
net income for the same period a year earlier. Key factors contributing to the improved results were
higher Pennsylvania generation rates, higher market prices and a 5 percent increase in kilowatt-hours
generated, partially offset by higher fuel costs. Income taxes increased due to higher pre-tax income and
a higher effective tax rate.

Delivery and Services: Net income for the quarter increased by $9.1 million compared to adjusted net
income for the same quarter of the prior year. Kilowatt-hour sales increased by 6 percent, reflecting
customer growth, increased usage per customer and favorable weather. The related revenue increase was
partly offset by increased costs of purchasing power to meet demand and a base rate decrease in West
Virginia.




Discontinued Operations: Discontinued operations had no impact on results for the second quarter of
2007, compared to a $0.9 million (after-tax) loss for the same period of the prior year. The 2006 loss
relates to the Gleason generating facility, which Allegheny sold in the fourth quarter of 2006.

Six-Month Segment Results

Six Months Ended June 30

($ millions)

2007 2006
Generation and Marketing:
Net income - GAAP $107.9 $74.8
Adjusted net income 107.9 81.3
Delivery and Services:
Net income- GAAP $78.9 $69.7
Adjusted net income 78.9 70.7

There were no adjustments to net income for the first six months of 2007. Adjusted net income for the
same period of 2006 excludes items described in the attached reconciliation of non-GAAP financial
measures. Adjusted net income is a non-GAAP financial measure.

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, July 27, 2007. To listen to the broadcast, visit www.alleghenyenergy.com. A taped
replay will be available after the live broadcast.

Allegheny Enerqgy

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-Looking Statements

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; regulatory matters; and
accounting issues. 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; 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; changes in PJM, including changes to participant rules and tariffs; the effect of accounting policies issued periodically by
accounting standard-setting bodies; 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.

-HHH-
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ALLEGHENY ENERGY, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

(unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
(In thousands) 2007 2006 2007 2006
OPErating FEVENUES. .........cveveiireriieteiestetee sttt etee st e sre e sseresesnens $826,482 $722,235  $1,674,107  $1,567,881
Operating expenses:
FUEB oot 231,330 191,765 463,555 410,452
Purchased power and transmisSiON .........ccoceovrereenensienenee e 106,407 95,097 199,673 196,329
Gain on sale of OVEC power agreement and Shares ...........c.cooeevrevneenn — (1,124) — (6,124)
Deferred energy costs and other regulatory adjustments, net .................. (8,245) 413 (9,700) 5,406
Operations and MaINTENANCE ........cvevrerieirierieiseee e seenes 190,514 200,291 351,058 356,674
Depreciation and amortization .............cccoeierinenininieie e 70,726 68,169 142,707 136,011
Taxes other than INCOME TAXES .......cccvviireirier e 48,868 52,201 104,758 105,868
Total OPerating EXPENSES......c.cieierrerieeiereerresesresreseeeeeesre e e sreanas 639,600 606,812 1,252,051 1,204,616
OPErating INCOME.....c.uciiiiiie ettt see e 186,882 115,423 422,056 363,265
Other income and eXPenSeS, NEL .......ccovvrviiriiiiie s 6,905 10,258 12,767 17,929
Interest expense and preferred dividends:
INEEIEST EXPENSE ... iveivirieriitiierestesiereete sttt ese st te st s et be e te st s eresaens 62,919 76,425 122,155 143,813
Preferred dividends of subSidiary ..........ccocooeiiiiiiiiiiii s 293 293 586 586
Total interest expense and preferred dividends.............ccocooceieienens 63,212 76,718 122,741 144,399
Income from continuing operations before income taxes and minority
INEEIEST ..ottt ettt 130,575 48,963 312,082 236,795
INCOME TAX EXPEINSE ..ttt sttt sttt ee bbbttt e b e sae s 52,878 16,741 124,256 89,245
Minority interest in net income of subsidiaries...........ccccoevevevcneieninne, 653 191 1,040 1,369
Income from continuing OPErationsS .........cccccoveeeveneseseeeeiee e 77,044 32,031 186,786 146,181
Loss from discontinued operations, net of taX........c.ccocvevvvvevcvcniennnennn, — (898) — (1,664)
NET INCOME .ttt et sb et sb e sbe e $77,044 $31,133 $186,786 $144,517
Common share data:
Weighted average common shares outstanding
BaSIC. ettt e 165,794 163,526 165,645 163,304
DIULEA ... 169,469 168,608 169,326 168,557
Basic income (loss) per common share:
Income from continuing OPErationS ............ccccereerererererisissee e $0.46 $0.20 $1.13 $0.89
Loss from discontinued operations, net of taX .........ccoceeeveneiiiininnnens — (0.01) — (0.01)
Net inCome Per COMMON SNAIE.............c.cveverevirieeeie e $0.46 $0.19 $1.13 $0.88
Diluted income (loss) per common share:
Income from continuing OPErations ..........c.cceeeveveverereeieeeeeesee e $0.45 $0.19 $1.10 $0.87
Loss from discontinued operations, net of taXx .........ccccevevevciicvininiininnns — (0.01) — (0.01)
Net income per COMMON SNArE.........cc.ccvvveiiiieiiesee e $0.45 $0.18 $1.10 $0.86




ALLEGHENY ENERGY, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(unaudited)
June 30, December 31,
(In thousands) 2007 2006
ASSETS
Current Assets:
Cash and Cash BQUIVAIENTS ...........ccvciiiiiiiiiee ettt se bt ne b e er s $142,753 $114,138
Accounts receivable:
L1110 0 11 S 194,414 167,792
UNDITEA ULTTILY FEVENUE ....eeeieeie ettt sttt et sttt e eneesaenneneenne s 101,632 117,977
VA A aTo] (oo [=N TaTo o] 1 g T=] TR 99,267 63,894
Allowance for uncollectible aCCOUNTS .........coiiiiiiiiiri e (14,139) (14,591)
MaLerialS and SUPPIIES. ... .ottt bbb bbb e et e e e e e et e 101,478 96,117
1= RSP PSTTRRRR 77,573 74,951
Deferred INCOME TAXES .. veiuviiieiee ittt e e s e s e s be et e et e eae e s aeesbe e beesbeesbesteestaesteesreeseennnas 125,432 127,531
=T o U0 I PSSR 51,964 44,603
L000] | P =T s o [T 0oL | (PSS 52,465 39,399
[@0 T4 0T0 1§V 0] 0] £ r-Uot iSRS 6,054 1,430
R E (T (=0 I Vo S 19,527 12,923
R0 ] (0] Vs TTT=] OSSN 49,442 39,128
L@ 11 OSSOSO 19,341 24,130
TOMAL CUMTENE ASSEES. ...uviitiiiiie ittt ettt ettt et e et e s be e sbe e be e b e eabesbeesbe e beesbeesbesteesbaesbeereennas 1,027,203 909,422
Property, Plant and Equipment, Net:
LC =Yg TCT LT ) o TSSOSO 5,858,768 5,820,278
BT S]  0TESES] o) USRS 1,060,809 1,056,759
D1y (4] o101 o] 4 RS RRR 3,674,609 3,597,405
L@ 11 OO 457,944 412,894
ACCUMUIALEA AEPIECIALION ....vicvveiicic ettt st e st e s be e beetaeasere e e e tesresreneees (4,759,201)  (4,636,972)
10 o o] v | OO OSSOSO PSSR 6,292,929 6,250,364
CONSLIUCTION WOTK TN PIOGIESS ...vvvriererierieiestestesesseeseeseesteseeste e sseereeseesseseessestesaesseaseesseseessesseseensessesns 420,540 262,529
Total property, plant and eqUIPMENT, NEL ........cocvvveieiercre e ens 6,713,469 6,512,893
Investments and Other Assets:
Restricted funds — Fort Martin SCrubber ProjJECt ..o 411,267 —
L0 T 11T | USSR 367,287 367,287
Investments in unconsolidated affiliates .........c.ooviiiiiiiic s 27,868 28,259
L 1 1Y OSSOSO 13,464 27,932
Total INVeStMENES AN OtNEE SSELS.......c.eeiiiieiieii e e e re e be e beeraesreeannas 819,886 423,478
Deferred Charges:
o U] L (0] VA= TXT=] OSSN 732,135 674,095
L@ 11 OSSOSO 40,650 32,558
QLI I 1= (T (=0 o] L TS 772,785 706,653
TOLAL ASSELS .....veiicteiteeete ettt ettt et e et e et e et et e et et be et et ebeebe st eteebe st ebeebe st etesbe st eteebe st eteebe st ebeebe st eteeteseeteate e $9,333,343 $8,552,446




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

(unaudited)
June 30, December 31,
(In thousands, except share amounts) 2007 2006
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current Liabilities:
Long-term debt due Within ONE YEAI ..........cccvciiiiriiiieee e $201,410 $201,189
ACCOUNES PAYADIE ......eiieie ettt ettt st e b e ne e s et e e stesrenteaneerae e et e neeneennn 288,143 236,706
Yo o] U 1=T0 I 7 D (= TR 103,139 136,216
(0o T 400 1§y 0] ] £ r-Uod £ PSR RSRSSN 5,936 5,984
YN o o] g0 (=0 BT g1 (=] =) AP R 107,996 99,854
L 11 OO PSPRTPRSPRIN 127,752 140,830
Total CUITENE TIADITITIES ......veeiiee bbb ae e sae e s aeesre e 834,376 820,779
LONG-TEIIMN DEDT......eiiiiiitiee bbbt b bbb bbbt b 3,790,080 3,383,986
Deferred Credits and Other Liabilities:
(@0 0T 100 1§y o0] 1] £ r-Uot £ PSS 15,924 17,982
INCOME tAXES PAYADIE ... ecuiiieieeeiec ettt te e e s e e et e saesbesteeneenee e eneeseeneeneen 59,903 —
NV (LT R v D ot (=Y [ PSR 71,146 72,938
DETEITEA INCOME TAXES ..vveeitieeiirie ettt ettt ettt etee ettt e sbe e et e e sbe e e ebeeeebeeebesesbeesabesabessabessnbessabesanbeesabessnreesabees 1,058,246 936,911
ODbligations UNder CapPItal IEASES.........vieiieierieiere sttt r e neereene e 29,536 26,007
REQUIALONY THaDIITIES ... .o bbbttt se bbb 449,194 464,092
Adverse power PUrChase COMMITMENT..........oiuiiiiiiiie et se e e b 158,368 166,937
L 1 1Y OO RSPRTPRSPRIN 525,619 547,706
Total deferred credits and other HabilitieS.........cccoieiiiirciiie e 2,367,936 2,232,573
Commitments and Contingencies
IMIINOTTEY TNEEIEST ...t h et e e bbbt b et e e b e bt eb e bt et e et enbeneesbenbe e 11,753 10,713
Preferred StOCK Of SUDSIAIANY........c.ciiiiiii ittt e e e e e besreane 24,000 24,000
Common Stockholders’ Equity:
Common stock—$1.25 par value per share, 260 million shares authorized and 166,117,768 and
165,409,908 shares issued at June 30, 2007 and December 31, 2006..........ccocererereriereeiieieene e 207,647 206,762
Other Paid-in CAPITAL ........ooeie bbbt e et se b e b b 1,905,441 1,907,879
R C t L g T=To =T T 1TSS 243,762 74,698
Treasury StoCK at COSE; 49,493 SNAIES........cccviieiieiiiie et b e e e e sr e te e e eas (1,756) (1,756)
Accumulated other COMPreNENSIVE 10SS..........viiiiiicicie et (49,896) (107,188)
Total common StOCKNOIAErS™ EQUILY .....cvevverieiecieiece e 2,305,198 2,080,395
Total Liabilities and Stockholders’” EQUILY ........ccocoiiiiiiiie e s $9,333,343  $8,552,446




CONSOLIDATED RESULTS OF OPERATIONS

Income (Loss) Summary

Three Months Ended Three Months Ended
June 30, 2007 June 30, 2006
Delivery  Generation Delivery Generation
and and and and
(In millions) Services  Marketing  Eliminations Total Services Marketing  Eliminations Total
Operating reVENUES.........c.oveveerereerereeereeenenns $678.5 $525.3 $(377.3) $826.5 $632.5 $414.1 $(324.3) $722.3
FUEL .ot — 231.4 — 231.4 — 191.8 — 191.8
Purchased power and transmission 454.1 274 (375.1) 106.4 4149 2.7 (322.5) 95.1
Gain on sale of OVEC power agreement
AN SNAIES ... — — — — (1.1) (1.1)
Deferred energy costs and other regulatory
adjustments, Net........ccocevvreririeeereresseeeens (1.3) (6.9) — (8.2) 0.4 — — 0.4
Operations and maintenance .. 84.6 108.2 (2.2) 190.6 93.1 108.9 (1.8) 200.2
Depreciation and amortization ... 41.1 29.6 — 70.7 37.9 30.3 — 68.2
Taxes other than income taxes... 30.1 18.7 — 48.8 31.9 20.3 — 52.2
Total operating eXpenses ..........ccccceevene. 608.6 408.4 (377.3) 639.7 578.2 352.9 (324.3) 606.8
Operating iNCOME .......ccccevvrneiriicirieiennns 69.9 116.9 — 186.8 54.3 61.2 — 1155
Other income and expenses, net 4.4 4.1 (1.6) 6.9 6.9 4.3 (1.0) 10.2
Interest expense and preferred dividends..... 18.6 46.2 (1.6) 63.2 22.3 55.4 (1.0) 76.7
Income from continuing operations before
income taxes and minority interest............ 55.7 74.8 — 130.5 38.9 10.1 — 49.0
Income tax expense from continuing
OPEIALIONS ... 22.3 30.6 — 52.9 15.6 1.2 — 16.8
Minority iNterest..........coeeerievrccrerrreiene — 0.6 — 0.6 — 0.2 — 0.2
Income from continuing operations.............. 334 43.6 — 77.0 23.3 8.7 — 32.0
Loss from discontinued operations, net of
EBX ettt — — — — — 0.9) — 0.9)
NEt INCOME ...ooviiiiecee e $33.4 $43.6 $— $77.0 $23.3 $7.8 $— $31.1
Six Months Ended Six Months Ended
June 30, 2007 June 30, 2006
Delivery  Generation Delivery Generation
and and and and
(In millions) Services Marketing  Eliminations Total Services Marketing  Eliminations Total
Operating reVeNUES...........ccveeeerrerreeererennenes $1,436.4 $1,049.8 $(812.1) $1,674.1 $1,335.1 $921.2 $(688.4) $1,567.9
FUEL e — 463.6 — 463.6 — 410.5 — 410.5
Purchased power and transmission 954.9 51.6 (806.8) 199.7 862.6 18.4 (684.7) 196.3
Gain on sale of OVEC power agreement
AN SNAIES ... — — — — — (6.1) — (6.1)
Deferred energy costs and other regulatory
adjustments, Net.........coceeveverrneciirirreienes (2.8) (6.9) — 9.7 5.4 — — 5.4
Operations and maintenance .. 170.9 185.5 (5.3 351.1 179.9 180.4 3.7) 356.6
Depreciation and amortization ... 81.3 61.4 — 142.7 75.6 60.4 — 136.0
Taxes other than income taxes... 65.6 39.1 — 104.7 65.2 40.7 — 105.9
Total operating expenses ... 1,269.9 794.3 (812.1) 1,252.1 1,188.7 704.3 (688.4) 1,204.6
Operating iNCOME .........ccccccovrenne 166.5 2555 — 422.0 146.4 216.9 — 363.3
Other income and expenses, net............ 7.4 8.2 (2.8) 12.8 11.2 8.1 (1.4) 17.9
Interest expense and preferred dividends..... 37.2 88.3 (2.8) 122.7 42.2 103.6 (1.4) 144.4
Income from continuing operations before
income taxes and minority interest............ 136.7 175.4 — 312.1 1154 121.4 — 236.8
Income tax expense from continuing
OPETAtIONS ...t 57.8 66.5 — 124.3 457 435 — 89.2
Minority interest...........cooeveveinnnieeens — 1.0 — 1.0 — 14 — 14
Income from continuing operations............. 78.9 107.9 — 186.8 69.7 76.5 — 146.2
Loss from discontinued operations, net of
tax — — — — — @.7) — .7
Net INCOME ... $78.9 $107.9 $— $186.8 $69.7 $74.8 $— $144.5




RECONCILIATION OF NON-GAAP FINANCIAL MEASURES
CONSOLIDATED DATA FOR THE THREE MONTHS ENDED JUNE 30, 2007 AND 2006
(in millions, except per share data)

(unaudited)

INCOME FROM
CONTINUING
OPERATIONS BEFORE
INCOME TAXES AND DILUTED INCOME
THREE MONTHS ENDED JUNE 30, 2007 MINORITY INTEREST NET INCOME PER SHARE
Calculation of Adjusted Income:
Income - GAAP Basis $130.5 $77.0 $0.45
Adjustments:
Loss from discontinued operations -- --
Adjusted Income $130.5 $77.0 $0.45
Calculation of Adjusted EBITDA:
Net Income - GAAP basis $77.0
Loss from discontinued operations --
Interest expense and preferred dividends 63.2
Income tax expense 52.9
Depreciation and amortization 70.7
EBITDA from continuing operations 263.8
No adjustments --
Adjusted EBITDA from continuing operations $263.8
INCOME FROM
CONTINUING
OPERATIONS BEFORE
INCOME TAXES AND DILUTED INCOME
THREE MONTHS ENDED JUNE 30, 2006 MINORITY INTEREST NET INCOME PER SHARE
Calculation of Adjusted Income:
Income - GAAP Basis $49.0 $31.1 $0.18
Adjustments:
Loss from discontinued operations 0.9
Write-off of prior deferred financing costs® 9.5 5.8
Adjusted Income $58.5 $37.8 $0.22
Calculation of Adjusted EBITDA:
Net Income - GAAP basis $31.1
Loss from discontinued operations 0.9
Interest expense and preferred dividends 76.7
Income tax expense 16.8
Depreciation and amortization 68.2
EBITDA from continuing operations 193.7
No adjustments --
Adjusted EBITDA from continuing operations $193.7

See accompanying Notes to Reconciliation of Non-GAAP Financial Measures



RECONCILIATION OF NON-GAAP FINANCIAL MEASURES
SEGMENT DATA FOR THE THREE MONTHS ENDED JUNE 30, 2007 AND 2006

(in millions)
(unaudited)

DELIVERY AND SERVICES

GENERATION AND MARKETING

INCOME FROM INCOME FROM
CONTINUING CONTINUING
OPERATIONS BEFORE OPERATIONS BEFORE
INCOME TAXES AND NET INCOME TAXES AND NET
THREE MONTHS ENDED JUNE 30, 2007 MINORITY INTEREST INCOME MINORITY INTEREST INCOME
Calculation of Adjusted Income:
Income (Loss) - GAAP Basis $55.7 $33.4 $74.8 $43.6
Adjustments:
Loss from discontinued operations -- --
Adjusted Income (Loss) $55.7 $33.4 $74.8 $43.6

DELIVERY AND SERVICES

GENERATION AND MARKETING

INCOME FROM
CONTINUING LOSS FROM CONTINUING
OPERATIONS BEFORE OPERATIONS BEFORE
INCOME TAXES AND NET INCOME TAXES AND NET
THREE MONTHS ENDED JUNE 30, 2006 MINORITY INTEREST INCOME MINORITY INTEREST INCOME
Calculation of Adjusted Income:
Income (Loss) - GAAP Basis $38.9 $23.3 $10.1 $7.8
Adjustments:
Loss from discontinued operations - 0.9
Write-off of prior deferred financing costs” 1.6 1.0 7.9 4.8
Adjusted Income (Loss) $40.5 $24.3 $18.0 $13.5

See accompanying Notes to Reconciliation of Non-GAAP Financial Measures
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RECONCILIATION OF NON-GAAP FINANCIAL MEASURES

CONSOLIDATED DATA FOR THE 6 MONTHS ENDED JUNE 30, 2007 AND 2006

(in millions, except per share data)
(unaudited)

INCOME FROM
CONTINUING
OPERATIONS BEFORE
INCOME TAXES AND DILUTED INCOME
6 MONTHS ENDED JUNE 30, 2007 MINORITY INTEREST NET INCOME PER SHARE
Calculation of Adjusted Income:
Income - GAAP Basis $312.1 $186.8 $1.10
Adjustments:
Loss from discontinued operations -- --
Adjusted Income $312.1 $186.8 $1.10
Calculation of Adjusted EBITDA:
Net Income - GAAP basis $186.8
Loss from discontinued operations -
Interest expense and preferred dividends 122.7
Income tax expense 124.3
Depreciation and amortization 142.7
EBITDA from continuing operations 576.5
No adjustments --
Adjusted EBITDA from continuing operations $576.5
INCOME FROM
CONTINUING
OPERATIONS BEFORE
INCOME TAXES AND DILUTED INCOME
6 MONTHS ENDED JUNE 30, 2006 MINORITY INTEREST NET INCOME PER SHARE
Calculation of Adjusted Income:
Income - GAAP Basis $236.8 $144.5 $0.86
Adjustments:
Loss from discontinued operations 17
Write-off of prior deferred financing costs® 9.5 5.8
Adjusted Income $246.3 $152.0 $0.90
Calculation of Adjusted EBITDA:
Net Income - GAAP basis $144.5
Loss from discontinued operations 1.7
Interest expense and preferred dividends 144.4
Income tax expense 89.2
Depreciation and amortization 136.0
EBITDA from continuing operations 515.8
No adjustments -
Adjusted EBITDA from continuing operations $515.8

See accompanying Notes to Reconciliation of Non-GAAP Financial Measures
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RECONCILIATION OF NON-GAAP FINANCIAL MEASURES
SEGMENT DATA FOR THE 6 MONTHS ENDED JUNE 30, 2007 AND 2006

(in millions)
(unaudited)

DELIVERY AND SERVICES

GENERATION AND MARKETING

INCOME FROM INCOME FROM
CONTINUING CONTINUING
OPERATIONS OPERATIONS
BEFORE BEFORE INCOME
INCOME TAXES TAXES AND
AND MINORITY MINORITY
6 MONTHS ENDED JUNE 30, 2007 INTEREST NET INCOME INTEREST NET INCOME
Calculation of Adjusted Income:
Income - GAAP Basis $136.7 $78.9 $175.4 $107.9
Adjustments:
Loss from discontinued operations - --
Adjusted Income $136.7 $78.9 $175.4 $107.9

DELIVERY AND SERVICES

GENERATION AND MARKETING

INCOME FROM INCOME FROM
CONTINUING CONTINUING
OPERATIONS OPERATIONS
BEFORE BEFORE INCOME
INCOME TAXES TAXES AND
AND MINORITY MINORITY
6 MONTHS ENDED JUNE 30, 2006 INTEREST NET INCOME INTEREST NET INCOME
Calculation of Adjusted Income:
Income (Loss) - GAAP Basis $115.4 $69.7 $121.4 $74.8
Adjustments:
Loss from discontinued operations 1.7
Write-off of prior deferred financing costs® 1.6 1.0 7.9 4.8
Adjusted Income $117.0 $70.7 $129.3 $81.3

See accompanying Notes to Reconciliation of Non-GAAP Financial Measures
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Notes to Reconciliation of Non-GAAP Financial Measures:

@ Included in interest expense on the Consolidated Statements of Operations.
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RECONCILIATION OF NON-GAAP FINANCIAL MEASURES

ADJUSTED EXPENSES

(in millions)
(unaudited)

THREE MONTHS
ENDED JUNE 30, 2007

THREE MONTHS
ENDED JUNE 30, 2006

Interest expense and preferred dividends:

As reported $63.2 $76.7
Write-off of prior deferred financing costs -- (9.5)
As Adjusted $63.2 $67.2
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ALLEGHENY ENERGY, INC. AND SUBSIDIARIES

OPERATING STATISTICS
(unaudited)
Three Months Ended June 30,

2007 2006 Change
DELIVERY AND SERVICES:
Retail electricity sales (million KWH) 10,665 10,049 6.1%
Usage per customer (KWH):
Residential 2,745 2,470 11.1%
Commercial 15,232 14,481 5.2%
Industrial 155,522 155,257 0.2%
GENERATION AND MARKETING:
Total generation (million KWH):
Supercritical coal 9,311 9,185 1.4%
Other coal 1,461 1,392 5.0%
Gas 388 97 300.0%
Hydro and other 599 560 7.0%
Total 11,759 11,234 4.7%
Net capacity factor:
Supercritical coal 71% 70% 1%
All coal 66% 65% 1%
Equivalent availability factor:
Supercritical coal 79% 78% 1%
All coal 78% 78% 0%
DEGREE DAYS:
Heating 599 530 13.0%
Cooling 276 172 60.5%
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ALLEGHENY ENERGY, INC. AND SUBSIDIARIES

OPERATING STATISTICS (cont.)

(unaudited)

Six Months Ended June 30,

2007 2006 Change
DELIVERY AND SERVICES:
Retail electricity sales (million KWH) 22,377 21,231 5.4%
Usage per customer (KWH):
Residential 6,484 5,941 9.1%
Commercial 30,338 29,118 4.2%
Industrial 301,657 302,279 -0.2%
GENERATION AND MARKETING:
Total generation (million KWH):
Supercritical coal 20,059 19,735 1.6%
Other coal 3,214 2,951 8.9%
Gas 479 174 175.3%
Hydro and other 1,099 1,391 -21.0%
Total 24,851 24,251 2.5%
Net capacity factor:
Supercritical coal 76% 75% 1.0%
All coal 2% 70% 2.0%
Equivalent availability factor:
Supercritical coal 84% 84% 0%
All coal 83% 84% -1%
DEGREE DAYS:
Heating 3,375 2,956 14.2%
Cooling 278 172 61.6%
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