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ALLETE Reports Second Quarter Earnings

Duluth, Minn. — ALLETE, Inc. (NYSE: ALE) today reported earnings of 47 cents per share for the second quarter of 2002. Net
income was $38.8 million on quarterly operating revenue of $376.7 million. Excluding exit charges related to the vehicle
transport businesses, earnings were 50 cents per share for the quarter. In the second quarter of 2001, ALLETE reported $42.5
million of net income on operating revenue of $405.1 million, and earnings per share of 57 cents. Last year’s results included
the largest real estate transaction in company history.

“We remain bullish on our core businesses,” said David Gartzke, ALLETE Chairman, President, and CEO. “We remain
committed to our strategy that looks for ways to increase the value of our company.”

Earnings from Automotive Services increased by $8.7 million in the quarter compared with the second quarter of 2001. The
42 percent earnings increase came from mandated goodwill accounting changes, lower interest expense and increased auction
efficiency. The receivables portfolio at Automotive Finance Corporation rose by 12 percent for the quarter compared with last
year.

Energy Services earnings for the quarter were about the same as last year. While total kilowatt-hour sales were higher than
in the second quarter of 2001, weak prices in the wholesale energy market contributed to flat earnings.

For the second quarter, ALLETE recorded a loss of $5.7 million in Investments and Corporate Charges, compared with
$9.2 million in income during the same period last year. During the second quarter of 2001, the company realized an $11.1
million gain on its largest real estate transaction ever. Difficult market conditions in the second quarter of 2002 contributed to
less than acceptable returns from ALLETE’s securities portfolio, which will be liquidated to eliminate future exposure to market
uncertainties. Proceeds from this liquidation will be used to reduce the company’s debt balance.

Water Sale Update

The company remains engaged in discussions relating to the proposed sale of ALLETE Water Services. The Florida
Governmental Utility Authority has informed us it may not be taking any action regarding its potential purchase of Florida Water
Services assets until September. Meanwhile, ALLETE continues to examine other opportunities for the sale of Florida Water.
ALLETE has hired an investment banker to facilitate the sale of Heater Utilities and Georgia Water Services. That sale process
is now in progress. The company expects to close both transactions in late 2002 or early 2003.

Earnings Guidance

ALLETE is revising its earnings-per-share estimate for 2002 to be in the $2.00 to $2.10 range excluding the 5 cents of year-to-
date exit charges as well as any gain from the sale of Water Services assets. This estimate reflects year-to-date performance,
the planned liquidation of the securities portfolio, operating losses incurred prior to the exit from the vehicle transport business,
and lower wholesale power prices for the year. The company continues to expect that Automotive Services will grow earnings
by 30 percent in 2002 over 2001.

ALLETE's corporate headquarters are located in Duluth, Minnesota. ALLETE’s holdings include ADESA, the second largest
wholesale vehicle auction network in North America; AFC, the leading provider of independent auto dealer inventory financing;
Minnesota Power, a low-cost electric utility that serves some of the largest industrial customers in the United States; and Florida
real estate investments. For more information about ALLETE, visit the company’s Web site at www.allete.com.

The statements contained in this release and statements that ALLETE may make orally in connection with this release that are
not historical facts, are forward-looking statements. Actual results may differ materially from those projected in the forward-
looking statements. These forward-looking statements involve risks and uncertainties and investors are directed to the risks
discussed in documents filed by ALLETE with the Securities and Exchange Commission.
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ALLETE, Inc.

Consolidated Staterment of Income
For the Periods Ended June 30, 2002 and 2001

hillions Bxcept Per Share Amourts

Guarter Ended Year to Date
o0z 2001 00z 2001
Operating Rewvenue
Energy Services F1541 F147.5 FI97.0 F306.5
Putomotive Sendces 7.6 2147 4311 4186
Inrestments 5.0 424 1.6 55.4
Total Operating Revenue Iv6.T 4051 7407 oz
Operating Expenses
Fuel and Pumhased Power 592 56.8 1086 119.2
Operations 1445 2622 5.8 505.0
Interest 16.2 138 32 381
Total Operating Bxpenses 9.4 TR G365 Gz
Operating hcome from Cortinding Operations 568 673 113.2 oy
Di=tribisti ons on Redeernable
Preferred Securities of ALLETE Capital | 1.8 15 3.0 0
Income Tax Expense 221 263 436 455
Incorne from Cortinuing Operations 332 3948 13 0.2
Incorne from Discontinued Operations 5.6 3.0 7.4 52
Met Incomme i Fo2h F 740 F Thd
Buerage Shares of Cormmon Stock
Baszic R TiF a0.F TIT
Diluted 2.7 4.3 8213 733
Earnings Per Share of Common Stock
Basic — Continuing Operaions 041 .54 083 F0.97
Dizzontinuad Operations 0.07 0.04 0.09 0.07
U4 p 2 LRl IR .04
Dilutad — Continuing Operations 040 .53 F0.82 F0.96
Diszontinuad Operations 0.07 0.04 0.04 0.07
047 057 0. F1.0:
Dividerds Per Share of Cormmon Stock F0.274 FO.2675 F0.55 F0.535
ALLETE, Inc.
Consolidated Balance Sheet
tfllions
Jun. 30, Dec. 31, Jun. 30, Dec. 31,
2002 2001 2002 2001
Desets Liakbilities and Sharehd ders’ Equity
Cument fesats Foos21 % 90909  Cument Liabilties Fora3e F vOd45
Praperty, Plant and Bquipment 1,368 6 13222 Long-Term Debt Q352 Q338
Irrestments 1192 1410 Other Liabilities 266 .9 705
Goadwill a01.0 4944 Dizcontinued Opergions 16007 15449
Cither 1147 1036  handatorily Redeemable Prefemad
Diszontinuad Operaions 303 0.3 Securties of ALLETE Capial | 5.0 5.0
Shareholders' Bquity 1.210.2 11428
Total f=szets Fr409 532825 Total Lisbiliies and Shareholders’ Equity $2.401.0 32825
Quarter Ended TYearto Date
June 30, June 30,
ALLETE, Inc. 2002 2001 2002 2001
Het Income
hfllions
Energy Services %oy 08 F12.8 Fiiz
Putomotive Senvices 2.2 w05 5314 8.6
Imrestments and Corporate Changes 5.7 a.z 6.1 a.4
Trcome from Continuing Operations kN 305 666 02
Income from Discontinued Operations ™ 5.6 3.0 7.4 5.2
Mt Income i k] F740 754
Diluted Earnings Per Share
Continuing Operations 040 .53 0.82 F0.96
Diszontinued Operdtions ™ 0.07 0.04 0.09 0.0v
047 .57 0.0 F1.03
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Statistical Data

Corporate
Common Stochk
High .10 F26.13 .10 F26.13
Low v .09 F22.04 F2d 25 Fz0.19
Cloze 7.0 F22.50 270 Fzi.40
Book walue F4.21 F3.40 Fi4.21 F13.40
Enerruﬁly Services
ionz of Kilowathours Sold
Fegulated
Retail
Rezidential 1318 3 ] 5186 5117
Commercial 2951 883 G096 GOG .4
Industrial 1,765.2 17144 3,405.0 33120
Cther 17.8 17.8 3T 6 vz
Razale 400.8 404.5 2437 1,074.4
ryoly 2 543 4145 55522
archarnt 197 .1 - 1418 -
15958 25431 5,657.3 55522
Atormotive Serdoas
“wizhicles Sold
Wholesale 454,000 458,000 915,000 924,000
Tatal Lozs 7,000 34,000 a4,000 59,000
507,000 T T.009,000 Q9,000
Corrersion Rate - Wholesale MWehicles 597 S8.5% G2 6% 61.0%
‘ihicles Financed 241,000 232,000 472,000 453,000
EBITOAL (hllions)™ WhE.o 502 Bk FTT
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