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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

FOR ANNUAL AND TRANSITION REPORTS PURSUANT TO SECTIONS 13 OR
15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

xx ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(D) of the SECURITIES EXCHANGE
ACT OF 1934 FOR THE FISCAL YEAR ENDED DECEMBER 31, 2009

OR

¨̈ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(D) of the SECURITIES
EXCHANGE ACT OF 1934

Commission file number 1-00267

ALLEGHENY ENERGY, INC.
(Name of Registrant)

Maryland 13-5531602
(State of Incorporation)

800 Cabin Hill Drive, Greensburg,

Pennsylvania

(IRS Employer Identification Number)

15601
(Address of Principal Executive Offices) (Zip Code)

(724) 837-3000
(Telephone Number)

Securities registered pursuant to Section 12(b) of the Act:

Title of each class

Name of each exchange on which

registered

Common Stock, par value $1.25 per share New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. Yes x No ¨
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OVEC (Chelsea, OH) (Madison, IN) (b)
11 78 67 11

Pumped-Storage and Hydro:

Bath County (Warm Springs, VA) (c)
6 1,109 658 451 1985; 2001

Lake Lynn (Lake Lynn, PA) (d)
4 52 52 1926

Allegheny Lock & Dam 5 (Freeport, PA) (e)
2 6 6 1987

Allegheny Lock & Dam 6 (Freeport, PA) (e)
2 7 7 1989

Green Vally Hydro (f)
21 6 6 Various

Gas Fired:

AE Nos. 3, 4 & 5 (Springdale, PA)
3 540 540 2003

AE Nos. 1 & 2 (Springdale, PA)
2 88 88 1999

AE Nos. 8 & 9 (Gans, PA)
2 88 88 2000

AE Nos. 12 & 13 (Chambersburg, PA)
2 88 88 2001

Buchanan (Oakwood, VA) (g)
2 43 43 2002

Hunlock CT (Hunlock Creek, PA)
1 44 44 2000

Oil-Fired (Steam):

Mitchell (Courtney, PA)
1 82 82 1949

Total Capacity
9,756 7,015 2,741
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(a) AE Supply purchased hydroelectric generating facilities at Allegheny Lock and Dam Nos. 5 & 6, previously PURPA stations with
generating capacity of 13 MW, in December 2009.

(b) As required under the terms of a Maryland restructuring settlement, Potomac Edison offers the 180 MW output of the AES Warrior Run
project to the wholesale market and will continue to do so for the term of the AES Warrior Run contract, which ends on February 10,
2030. Revenue received from the sale reduces the AES Warrior Run surcharge paid by Maryland customers.
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Eric S. Gleason has been Vice President, Corporate Development and Quality, of AE since October 2009. Mr. Gleason joined
Allegheny in August 2008 and served as Vice President, Corporate Development until October 2009. Prior to joining Allegheny, Mr. Gleason
was employed by JPMorgan Chase & Co. since 2002, and served as Executive Director, Natural Resources Investment Banking from 2005 to
2008. Prior to that, he served as Vice President in the Investment Banking Division of Goldman, Sachs & Co.

Kirk R. Oliver has been Senior Vice President and Chief Financial Officer of AE since October 2008. Prior to joining Allegheny,
Mr. Oliver was employed by Hunt Power since June 2006 and served as a senior executive from June 2007 to October 2008. Prior to that,
Mr. Oliver spent eight years at TXU Corp, starting as Treasurer and then serving as Executive Vice President and Chief Financial Officer.

William F. Wahl, III has been Vice President, Controller and Chief Accounting Officer of AE since May 2007. He joined Allegheny in
2003 and served as Assistant Controller, Corporate Accounting from February 2005 to May 2007. From 2002 to 2003, Mr. Wahl was
employed by PNC Financial Services Group, Inc. Prior to that, he was employed by Dominion Resources, Inc.
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unsecured notes due in 2015 and also entered into a new $350 million senior unsecured revolving credit facility with a three-year maturity.
TrAIL Company used the net proceeds from the sale of the notes, together with funds from its new credit facility, to repay all amounts
outstanding under the $550 million senior unsecured credit facility that it entered into in 2008.
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Net income
307.1 117.9 (9.0 ) 416.0

Net income attributable to noncontrolling interests
(13.1 ) (0.7 ) 10.0 (3.8 )

Net income attributable to Allegheny Energy, Inc.
$294.0 $117.2 $1.0 $ 412.2
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Income before income taxes
$371.8 $513.5 $484.4
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(In millions)

2009 2008 2007

Other income (expense), net
$1.0 $7.8 $24.0

Other income (expense), net decreased $6.8 million in 2009 compared to 2008, primarily due to lower interest income resulting from
decreased average investments at lower rates.

Other income (expense), net decreased $16.2 million in 2008 compared to 2007, primarily due to an $8.4 million gain relating to an
exchange transaction involving real estate in La Paz, Arizona that was recorded during 2007, as well as lower interest income resulting from
lower average investment balances at lower interest rates.
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Income before income taxes
$272.0 $95.0 $191.4
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Operating Revenues

Regulated Operation revenues were as follows:

(In millions)

2009 2008 2007

Retail electric:

Generation and ancillary
$2,280.0 $1,902.7 $1,891.2

Transmission
118.6 124.2 123.8

Distribution
661.7 675.1 699.0

Total retail electric
3,060.3 2,702.0 2,714.0

Transmission services and bulk power:

PJM revenue, net
(198.8 ) (34.2 ) (5.4 )

Warrior Run generation revenue
52.7 86.0 52.7

Transmission and other
100.1 73.2 74.7

Total transmission services and bulk power
(46.0 ) 125.0 122.0

Other
36.9 28.3 19.3

Total operating revenues
$3,051.2 $2,855.3 $2,855.3

Total operating revenues increased $195.9 million in 2009 compared to 2008, primarily due to a $358.3 million increase in retail electric
revenues, partially offset by a $171.0 million decrease in transmission services and bulk power revenues.

Retail Electric

Retail electric revenues increased $358.3 million in 2009 compared to 2008, primarily due to:
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The effective tax rate for the twelve months ended December 31, 2007 was 38.5%. Income tax expense for the twelve months ended
December 31, 2007 was higher than income tax expense calculated at the federal statutory tax rate of 35%, primarily due to state taxes, which
increased the rate by 3.1%, the ratemaking effects of depreciation differences, which increased the rate by 2.2%, and changes in tax reserves
related to uncertain tax
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Transition Bonds
Aaa AAA AAA

First Mortgage Bonds
Baa1 BBB+ BBB+

Senior Unsecured Debt
Baa3 BBB- BBB-

TrAIL:

Senior Unsecured Debt
Baa2 BBB- BBB

AGC:

Senior Unsecured Debt
Baa3 BBB- BBB-

(a) Issuer Default Rating

MARKET RISK INFORMATION

Allegheny is exposed to market risks associated with changes in commodity prices and interest rates as well as credit risk. The
commodity price risk exposure results from market fluctuations in the price and transportation costs of electricity, coal, natural gas and other
energy-related commodities. The interest rate risk exposure results from changes in interest rates related to variable-rate debt and debt that is
maturing and will be refinanced. Allegheny has a program designed to systematically identify, measure, evaluate and actively manage and
assess market risks.

Allegheny has a Corporate Risk Policy adopted by its Board of Directors and compliance with this policy is monitored by a Risk
Management Committee, which is chaired by its Chief Executive Officer or his designee and is composed of senior management. An
independent risk management group within Allegheny also measures and monitors the risk exposures to ensure compliance with the policy
and to ensure that the policy is periodically reviewed.

Commodity Price Risk

Allegheny has commodity price risk to the extent that the amount of energy it generates and contracts to purchase differs from the
amount of energy it has contracted to sell. Allegheny is also exposed to market risks associated with changes in commodity prices resulting
from changes in supply and demand, fuel costs, market liquidity, weather, environmental regulation and other factors.

To manage its exposure to market price changes relating to its energy related assets, liabilities and other contractual arrangements,
Allegheny sells and purchases physical energy at the wholesale and retail level and

89
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ALLEGHENY ENERGY, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

Year ended December 31,

(In millions, except per share amounts)

2009 2008 2007

Operating revenues
$3,426.8 $3,385.9 $3,307.0

Operating expenses:

Fuel
886.6 1,080.9 930.8

Purchased power and transmission
502.0 395.6 393.2

Deferred energy costs, net
(64.4 ) (63.7 ) (10.1 )

Operations and maintenance
687.1 674.8 687.0

Depreciation and amortization
282.1 273.9 277.0

Taxes other than income taxes
213.6 214.9 211.8

Total operating expenses
2,507.0 2,576.4 2,489.7

Operating income
919.8 809.5 817.3

Other income (expense), net
7.0 22.3 36.8

Interest expense
291.1 231.9 187.3

Income before income taxes
635.7 599.9 666.8

Income tax expense
241.6 204.1 250.8
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Net income
394.1 395.8 416.0

Net income attributable to noncontrolling interests
(1.3 ) (0.4 ) (3.8 )

Net income attributable to Allegheny Energy, Inc.
$392.8 $395.4 $412.2

Earnings per share attributable to Allegheny Energy, Inc.:

Basic
$2.32 $2.35 $2.48

Diluted
$2.31 $2.33 $2.43

Average shares outstanding:

Basic
169.5 168.5 166.0

Diluted
170.0 170.0 169.5

Dividends per share
$0.60 $0.60 $0.15

See accompanying Notes to Consolidated Financial Statements.
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ALLEGHENY ENERGY, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

As of December 31,

(In millions)

2009 2008

ASSETS

Current Assets:

Cash and cash equivalents
$286.6 $362.1

Accounts receivable:

Customer
188.2 188.3

Unbilled utility revenue
116.4 122.7

Wholesale and other
64.4 61.5

Allowance for uncollectible accounts
(14.0 ) (13.3 )

Materials and supplies
110.6 115.1

Fuel
206.4 128.2

Deferred income taxes
81.5 69.6

Prepaid taxes
48.4 44.8

Collateral deposits
20.8 33.4

Derivative assets
4.6 113.1
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ALLEGHENY ENERGY, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note Page

Number

1
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2
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3
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4
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5
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6
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7
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8
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9
Earnings per Share 139

10
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11
Pension Benefits and Postretirement Benefits Other Than Pensions 145

12
Segment Information 152

13
Fair Value Measurements, Derivative Instruments and Hedging Activities 155
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Total
6.3 47.9 (9.9 )

Income tax expense (benefit)-deferred:

Federal
232.7 170.2 251.3

State
6.2 (10.4 ) 13.0

Total
238.9 159.8 264.3

Amortization of deferred investment tax credit
(3.6 ) (3.6 ) (3.6 )

Income tax expense
$241.6 $204.1 $250.8
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Other state income tax, net of federal income tax benefit
29.1 4.6 12.7 2.1 17.5 2.6

Amortization of deferred investment tax credits
(3.5 ) (0.6 ) (3.6 ) (0.6 ) (3.6 ) (1.5 )

Changes in tax reserves related to uncertain tax positions and audit settlements
3.5 0.6 (3.4 ) (0.5 ) 1.8 0.8

Other, net
4.7 0.7 (4.4 ) (0.8 ) 1.4 0.6

Income tax expense
$241.6 38.0 $204.1 34.0 $250.8 37.6
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September 30, 2007 to December 31, 2008 was recorded as current year benefit costs and three fifteenths of the total cost was charged to
retained earnings as of December 31, 2008, net of tax. The adjustment to retained earnings in the amount of $6.8 million was comprised of
$6.0 million of pension benefit costs less income tax effect of $2.4 million and $5.4 million of other benefit plan costs less income tax effect
of $2.2 million.

Allegheny uses the market-related value of pension assets to determine the expected return on pension plan assets, a component of net
periodic pension cost. The market-related value recognizes changes in fair value on a straight line basis over a five-year period. Changes in
fair value are measured as the difference between the expected and actual plan asset returns, including dividends, interest and realized and
unrealized investment gains and losses. Allegheny uses the fair value of assets to determine the expected return on postretirement benefits
other than pension assets.
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Net amounts recognized at December 31
$(410.9) $(374.8) $(187.0) $(203.6)
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Projected benefit obligation
$1,226.4 $1,124.9

Accumulated benefit obligation
$1,122.4 $1,035.2

Fair value of plan assets
$815.5 $750.1

The assumptions used to determine net periodic benefit costs for the years ended December 31, 2009, 2008 and 2007 are shown in the
table below.

2009 2008 2007

Discount rate:

Pension (Qualified Plan)
6.50% 6.40% 6.00%

SERP
6.40% 6.40% 6.00%

Postretirement benefits other than pension
6.60% 6.40% 6.00%

Expected long-term rate of return on plan assets, net of administrative expenses
8.25% 8.25% 8.25%

Rate of compensation increase (a)
3.60% 3.60% 3.60%

(a) Weighted-average rate for age graded scale.
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Total other income (expense), net
$7.0 $22.3 $36.8
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Controls might include additional Scrubbers, activated carbon injection, selective catalytic reduction or other currently emerging technologies.
On
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S-2

SCHEDULE II

ALLEGHENY ENERGY, INC. AND SUBSIDIARIES

Valuation and Qualifying Accounts
For Years Ended December 31, 2009, 2008 and 2007

Additions

Description

Balance at

Beginning

of Period

Charged to

Costs and

Expenses (a)

Charged to

Other

Accounts (b) Deductions (c)

Balance at

End of Period

Allowance for uncollectible accounts:

Year Ended December 31, 2009
$13,279,774 $15,663,668 $3,870,943 $18,773,715 $14,040,670

Year Ended December 31, 2008
$14,252,059 $16,770,586 $3,744,337 $21,487,208 $13,279,774

Year Ended December 31, 2007
$14,590,972 $17,324,986 $3,571,084 $21,234,983 $14,252,059

(a) Amount charged to bad debt expense.
(b) Collection of accounts previously written off.
(c) Uncollectible accounts written off during the year.
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a)(1)(2)
The financial statements and financial statement schedules filed as part of this Report are set forth under Item 8. Reference is
made to the index on page 192.
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SIGNATURES

Pursuant to the requirements of Section 13 of 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to
be signed on its behalf by the undersigned, thereunto duly authorized.

ALLEGHENY ENERGY, INC.

By: /s/ Paul J. Evanson
(Paul J. Evanson, Chairman, President

and Chief Executive Officer)

Date: March 1, 2010

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on
behalf of the registrant, in the capacities and on the date indicated.

Signature Title Date

(i)
Principal Executive Officer:

/s/ Paul J. Evanson
(Paul J. Evanson) Chairman and President, Chief Executive Officer

March 1, 2010

(ii)
Principal Financial Officer:

/s/ Kirk R. Oliver
(Kirk R. Oliver) Senior Vice President and Chief Financial Officer

March 1, 2010

(iii)
Principal Accounting Officer:

/s/ William F. Wahl, III
(William F. Wahl, III) Vice President, Controller and Chief Accounting

Officer

March 1, 2010

(iv)
Directors:

/s/ H. Furlong Baldwin
(H. Furlong Baldwin)

/s/ Ted J. Kleisner
(Ted J. Kleisner)

/s/ Eleanor Baum /s/ Christopher D. Pappas
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(Eleanor Baum) (Christopher D. Pappas)

/s/ Paul J. Evanson
(Paul J. Evanson)

/s/ Steven H. Rice
(Steven H. Rice)

March 1, 2010

/s/ Cyrus F. Freidheim, Jr.
(Cyrus F. Freidheim, Jr.)

/s/ Gunnar E. Sarsten
(Gunnar E. Sarsten)

/s/ Julia L. Johnson
(Julia L. Johnson)

/s/ Michael H. Sutton
(Michael H. Sutton)
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in Registration Statements on Form S-8 (Nos. 333-65657, 333-31610, 33-40432,
333-113660, 333-117117, 333-151647, and 333-119397) of Allegheny Energy, Inc. of our report dated February 27, 2008, except for the
effects of changing the manner in which the Company presents noncontrolling interests as discussed in Note 2 and the change in the
composition of reportable segments discussed in Note 12 to which the date is March 1, 2010, relating to the financial statements and financial
statement schedules, which appear in this Form 10-K.

/s/ PricewaterhouseCoopers LLP
Pittsburgh, Pennsylvania
March 1, 2010
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POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS THAT the undersigned directors of Allegheny Energy, Inc., a Maryland corporation, do
hereby constitute and appoint PAUL J. EVANSON and KIRK R. OLIVER , and each of them, a true and lawful attorney in his or her name,
place and stead, in any and all capacities, to sign his or her name to the annual report on Form 10-K for the year ended December 31, 2009,
under the Securities Exchange Act of 1934, as amended, and to any and all amendments, of said company, and to cause the same to be filed
with the SEC, granting unto said attorneys and each of them full power and authority to do and perform any act and thing necessary and
proper to be done in the premises, as fully and to all intents and purposes as the undersigned could do if personally present, and the
undersigned hereby ratifies and confirms all that said attorneys or any one of them shall lawfully do or cause to be done by virtue hereof.

Dated: March 1, 2010

/s/ H. Furlong Baldwin
(H. Furlong Baldwin)

/s/ Ted J. Kleisner
(Ted J. Kleisner)

/s/ Eleanor Baum
(Eleanor Baum)

/s/ Christopher D. Pappas
(Christopher D. Pappas)

/s/ Paul J. Evanson
(Paul J. Evanson)

/s/ Steven H. Rice
(Steven H. Rice)

/s/ Cyrus F. Freidheim, Jr.
(Cyrus F. Freidheim, Jr.)

/s/ Gunnar E. Sarsten
(Gunnar E. Sarsten)

/s/ Julia L. Johnson
(Julia L. Johnson)

/s/ Michael H. Sutton
(Michael H. Sutton)
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EXHIBIT INDEX
(Rule 601(a))

Documents

Incorporation by

Reference

2.1** Agreement and Plan of Merger, dated as of February 10,
2010, by and among FirstEnergy Corp., Element Merger
Sub, Inc. and Allegheny Energy, Inc.

Form 8-K filed February 11, 2010, ex. 2.1

3.1 Articles of Restatement, dated September 4, 2008 Form 10-Q filed November 6, 2008, ex. 3.1
3.2 Amended & Restated By-laws of the Company adopted

December 3, 2009
Form 8-K filed December 9, 2009, ex. 3.1

10.1 Amended and Restated Revised Plan for Deferral of
Compensation of Directors

Form 8-K filed October 6, 2006, ex. 99.1

10.2 Amended and Restated Revised Plan for Deferral of
Compensation of Directors

Form 10-Q filed November 7, 2007, ex. 10.4

10.3 Allegheny Energy Amended and Restated Supplemental
Executive Retirement Plan

Form 10-K filed December 31, 2005, ex. 10.4

10.4 Allegheny Energy Amended and Restated Supplemental
Executive Retirement Plan

Form 10-Q filed November 7, 2007, ex. 10.8

10.5 Executive Life Insurance Program and Collateral
Assignment Agreement

Form 10-K filed December 31, 1994, ex. 10.5

10.6 Restricted Stock Plan for Outside Directors Form 10-K filed December 31, 1998, ex. 10.7
10.7 Amended and Restated Restricted Stock Plan for Outside

Directors
Form 10-Q filed November 7, 2007, ex. 10.3

10.8 Deferred Stock Unit Plan for Outside Directors Form 10-K filed December 31, 1997, ex. 10.8
10.9 Allegheny Energy, Inc. 2004 Non-Employee Director

Stock Plan
Schedule 14A Definitive Proxy Statement filed April 4, 2004, Annex A

10.10 Allegheny Energy, Inc. Annual Incentive Plan Schedule 14A Definitive Proxy Statement filed April 4, 2004, Annex B
10.11 Allegheny Energy, Inc. Amended and Restated Annual

Incentive Plan
Form 10-Q filed November 7, 2007, ex. 10.7

10.12 Form of Stock Option Agreement Form 10-K filed December 31, 2004 ex. 10.12
10.13 Stock Unit Plan Form 10-K filed December 31, 2004, ex. 10.13
10.14 Amended and Restated Stock Unit Plan Form 10-Q filed November 7, 2007, ex. 10.7
10.15 Form of Stock Unit Agreement Form 10-K filed December 31, 2004, ex. 10.14
10.16 Allegheny Energy, Inc. 1998 Long-Term Incentive Plan

revised as of January 1, 2004
Form 10-Q filed March 31, 2004, ex. 10.1

10.17 Allegheny Energy, Inc. 1998 Long-Term Incentive Plan
amended and restated as of January 1, 2008

Form 10-Q filed November 7, 2007, ex. 10.5

10.18 Allegheny Energy, Inc. 2008 Long-Term Incentive Plan Schedule 14A Definitive Proxy Statement filed March 20, 2008, Annex B
10.19 Executive Severance Plan Form 8-K filed July 16, 2008, ex. 10.1
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Company, LLC, the Lenders party thereto, and Bank of America, N.A., as
Administrative Agent.
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101.DEF XBRL Taxonomy Extension Definition Linkbase Document

101.LAB XBRL Taxonomy Extension Label Linkbase Document

101.PRE XBRL Taxonomy Extension Presentation Linkbase Document

* Confidential treatment has been requested from the commission for portions of this document.
** Schedules have been omitted pursuant to Item 601(b)(2) of Regulation S-K. Allegheny will furnish the omitted schedules to the SEC upon

request by the Commission.
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