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Allegheny
Energy, Inc

1.5 million customers, Coal-fired, PIM Existing system,

PA-MD-WV-VA 48.6 million MWH* new lines

* 12 months ended December 31, 2006
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Infrastructure Investment Costs:

Generation

> Opver the next 10-20
years, net generating
additions are expected to
shift to more expensive
baseload capacity (mostly o
coal)

Projected Capacity Additions
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Information provided by EEI
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Infrastructure Investment Costs:

Transmission

> Signiﬁcant 1ncrease in

1 1 1 4 { Average And Planned Transmission Investment
investment coinciding wih
surge 1n generating capact
g g g p ty ($ Millions [Real $2005])
> From 2000-2005, industry has 9,000 s23s 8:354
invested more than $28 billion 8,000 s

in nation’s transmission system 7,000

5,803

From 2006-2009, industry is 5000 .
planning to invest $31.5 billion 5000 41y aaza s 5 I

in the transmission system, 4,000
nearly a 60% increase over the 3,000
amount invested from 2002- 2,000
2005 1,000

0
> Beneﬁts include newer 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

I— Actual —I I—Planned*é

Note: In 2004 and 2005, the industry exceeded investment projections in their transmission capital budgets.

technologies, bigger markets,
: : : ] : The Handy-Whitman Index of Public Utility Construction Costs used to adjust for inflation from year to year.
10 \X} er prlce S 5 rehab | S; Data represent both shareholder-owned utilities and stand-alone transmission companies.

*Planned total industry expenditures are estimated from 90% response rate to EEI's Electric Transmission
Capital Budget & Forecast Survey. Actual expenditures from EEI's Annual Property & Plant Capital
Investment Survey & FERC Form 1s.

Source: Edison Electric Institute, Business Information Group.

© 2007 by the Edison Electric Institute. Al rights reserved.

Information provided by EEI
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Infrastructure Investment Costs:

Distribution

> The need to replace an aging o o
d 1 st ribu ti on 1 n fra structu I'C, Construction Expenditures '{/ﬁ:'litli]lssglg;tlgr:g hll)é/msirtlj;Ler;{ce):‘tlller-Owned Electric Utilities
coupled with continued Rl
population and demand o
growth, will require a )
continued increase in
distribution system
investments

If recent investment trends
persist, distribution investment
will average $14 billion per
year over the next 10 years

Likely to exceed generation
and environmental capital
Spendlng ln the neXt decade Source: EEI (www.eei.org/industry_issues/industry_overview_and_statistics/industry_statistics/T-DConstructioExpend.pdf)

Information provided by EEI




CO, Reductions ... Technical Potential*
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* Achieving all targets is very aggressive, but potentially feasible.

EIA Base Case 2007

\

Technology
Efficiency

EIA 2007 Reference
Load Growth ~ +1.5%/yr

Load Growth ~ +1.1%/yr

Renewables

30 GWe by 2030

70 GWe by 2030

l Nuclear Generation

12.5 GWe by 2030

64 GWe by 2030

Advanced Coal Generation

No Existing Plant Upgrades

40% New Plant Efficiency
by 2020-2030

150 GWe Plant Upgrades

46% New Plant Efficiency
by 2020; 49% in 2030

500 CCs None Widely Deployed After 2020
10% of New Vehicle Sales by 2017,
PHEV None +2%l/yr Thereafter
DER < 0.1% of Base Load in 2030 5% of Base Load in 2030
0 T T T T T T T T T T T T T T T T T T T T T
1990 1995 2000 2005 2010 2015 2020 2025
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Increase in Real Electricity Prices...2000 to 2050
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Trillion KWh per Year
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2 Both Scenarios meet the same economy-wide CO, Cap*

2000 2010 2020 2030 2040 2050 2000 2010 2020 2030 2040 2050

*Economy-wide CO, emissions capped at 2010 levels until 2020 and then reduced at 3%/yr

© 2007 Electric Power Research Institute, Inc. All rights reserved. 8
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Political Overview
(Where the Rubber Meets the Road)

> Recent industry polling of businesses and residences in
PA, WV and MD showed:

» Consumers don’t believe there is a real problem and those
who do, think it can be solved through renewables
combined with energy conservation.

> The industry is not a credible source on this issue.

» Consumers want more renewable energy but aren’t willing
to pay more than 10% more for it.
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WATT Watchers Programs

»ENERGY STAR™ Partner

> Pledge a Light Campaign/Compact Fluorescent
Lighting (CFL)

» Home Energy Audits (PA Home Energy)

» Wind Energy Service Program

»Energy Efficiency Customer Energy Kits
» WV Grid Modernization Project (Smart Grid)

Some programs are subject to regulatory approval
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What does all of this mean with respect
to carbon reduction?




