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ALLETE Reports Second Quarter Results; reaffirms guidance for 2005 earnings growth
Kendall County charge impacts quarterly earnings

For the second quarter 2005, ALLETE, Inc. (NYSE: ALE) today reported a loss of $1.45 per share from continuing operations
that included a previously-announced charge of $1.84 per share related to the assignment of the Kendall County, Ill. power
purchase agreement.

Excluding the Kendall County charge, ALLETE's earnings from continuing operations were 39 cents per share compared with
eight cents per share in the second quarter of 2004. The company's earnings in the second quarter of 2004 were adversely
affected by an impairment charge.

"We're pleased that our core energy and real estate businesses continue to perform at a high level," said Donald J. Shippar,
CEO of ALLETE. The company reaffirmed its guidance of 45 to 50 percent earnings growth in 2005 from continuing operations,
excluding the Kendall transaction and any earnings from investments it may make in growth initiatives.

"Two significant events occurred during the quarter," Shippar said. "First, the Kendall County transaction was a key strategic
accomplishment for our company. Second, site preparation began at our Town Center at Palm Coast project, which we expect
will contribute substantial earnings over the next few years."

Quarterly net income from continuing operations at the company's Regulated Utility segment climbed five percent to $7.8 million
compared to the second quarter of 2004, due to continued strong electricity sales to retail customers and other power
suppliers.

Real Estate income from continuing operations was $2.8 million in the second quarter of 2005, compared with $2.1 million in
the same period a year ago. During the quarter, ALLETE Properties recorded its first sales from Town Center at Palm Coast, a
major development project now taking shape in the fast-growing northeast Florida community.

Results from Nonregulated Energy Operations reflected the Kendall County charge, which was announced by ALLETE in April
of this year. The elimination of operating losses incurred at the Kendall County facility was partially offset by increased
expenses at the Taconite Harbor generating facility and less income at other Nonregulated Energy Operations businesses.

In ALLETE's Other business segment, the second quarter produced income from continuing operations of $300,000 compared
to a loss of $7.2 million a year ago. This quarter the company benefited from lower interest expense due to reduced debt
balances and debt refinancing. In the second quarter of 2004, the company recorded a $3.2 million after-tax impairment in its
emerging technology investment portfolio.

ALLETE, headquartered in Duluth, Minn., provides energy services in the upper Midwest and has significant real estate
holdings in Florida. More information about the company is available 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.


http://www.allete.com/

ALLETE, Inc.
Consolidated Statement of Income

For the Periods Ended June 30, 2005 and 2004
Millions Except Per Share Amounts

GQuarter Ended Year to Date
2005 2004 2005 2004
Operating Revenue F1e68 5186.2 33037 53852
Operating Expenses
Fueland Purchased Power 703 T2 139.4 146.1
Opemting and Maintenance 215 772 16547 160.8
Heandall County Charge 7Ta - T7a -
Depreciation 127 125 253 249
Total Operating Expanses 2425 166.9 407.3 331.8
Operating Income (Loss) from Continuing Operations [55.7) 183 [13.6) 634
Other Income [Expense)
Intzrest Expense 8.7) 8.1} [13.5) [18.2)
Other 1.5 [3.5) (2.7} (3.1}
Total Other Expense 5.2) (12.6) (16.2) (21.3)
Income (Loss) from Continuing Operations
Before Mincrity Interestand Income Taxes (50.9) 8.7 [29.8) 421
Minority Interest 2.2 0.5 1.4 1.9
Income (Loss) from Continuing Operations Before Income Taxes 51.1) 6.2 31.2) 402
Income Tax Expense (Benefit) [21.5) 3.8 (9.6} 165.4
Income (Loss) from Continuing Operations
Before Change in Accounting Principle (39.86) 2.4 [21.6) 238
Income (Loss) from Discontinued Operations — Net of Tax [0.7) 343 (1.3} 6556
Change in Accounting Principle — Met of Tax — - - (7.8}
Net Income (Loss) 5(40.3) 5 367 5(22.9) 5814
Average Shares of Common Stock
Basic 272 284 272 282
Diluted 272 285 272 284
Basic Earnings [Loss) Per Share of Common Stock
Caontinuing Opemtions 5(1.45) 5008 5(0.79) 5085
Discontinued Opemtions (0.03) 1.21 (0.05) 2.32
Change in Accounting Principke - - - [0.28)
5(1.48) 51289 5(0.24) 5289
Diluted Earnings [Loss) Per Share of Commaon Stock
Caontinuing Cpemtions 5(1.45) 5008 5(0.79) 3084
Discontinued Opemtions (0.03) 1.21 [0.05) 2.3
Change in Accounting Principke - - - [0.27)
T(1.48) 5129 5(0.54) 5288
Dividends Per Share of Commaon Stock 50.3150 508475 06150 516950
Consolidated Balance Sheet
Millions
Jur. 30, Dec. 31, Jur. 30, Dec. 31,
2005 2004 2005 2004
Assefs Liakilities and Shareholders’ Equity
Cash and Cash Equivalents 5 781 5 4489 CumentLishilities 5 857 5 978
Restricted Cash - 303  Long-Term Debt 3893 390.2
Short-Term Investments 930 143.2  Other Lisbilities 295.6 300.9
Othar Curent Asssts 162.9 141.7 Discontinued Opemtions 8.5 1210
Property, Plant and Equipment 883.0 883.1 Sharsholders’ Equity 576.4 §30.5
Investments 123.3 124.5
Discontinued Opemtions 4.0 448
Other 481 528
Total Assets 51,3634 51,431.4 Total Liabilities and Shareholders’ Equity 31,353.4 31,4314




Gluarter Ended Year to Date

June 30, June 30,
ALLETE, Inc. 2005 2004 2005 2004
MNet Income (Loss)
Millions
Regulated Hility 5 T8 374 3207 519.9
Monregulated Energy Operations (3) (50.5% a1 [48.9) 0.1}
Feal Estatz 2.8 2.1 a7 130
Other 0.3 [7.2) (3.1} (5.0}
Incame (Loss) from Continuing Operations [39.8) 2.4 [21.8) 2338
Income (Loss) from Discontnued Operations 0.7} 343 (1.3} 656
Change in Accounting Principk - - - (7.8}
Met Income 40.3) 536.7 3229) 581.6
Diluted Earnings {Loss) Per Share
Continuing Opemtions 5(1.48) 5008 5(0.79) 5084
Discontinued Opemtions (0,03} 1.21 (0.058) 2.3
Change in Accounting Principlke - - - [0.27)
5(1.48) 5129 5(0.84) 5288

() im Apnl 2003 ALLETE recorded 3 5304 milon, or 5184 perdivied share change relsfed fo fhe assignmenf of the Kendzl Counly power
purchase sgreemant

Mote: In 2008, we began sllocating corporste charges and interest expense o our business segments. For comparative pumposes,

segment nformation for 2004 has baen resteted o refiect the new sllocation method used in 2005 for coporate chages and
interast expense. This restatement had no impad on consolidsted net ncome or=amings per shars.

Kilowatthours Sold

Millions
Ragulated LHility
Retailand Municipals
Residential 229.9 228.8 548.7 5391
Commercial 300.5 294.3 640.3 026.2
Industrial 1.746.9 1.770.0 3.524.0 3.636.8
Municipals 198.3 188.0 421.3 402.8
Other 181 178 385 380
2.4947 2,499.9 5,173.8 5,142.9
Other Power Suppliers 366.9 168.4 603.6 385.6
2,861.6 2,668.3 57774 5.628.58
Monregulated Energy Operations 39948 414 6 7H3.8 548 .5
3,261.5 3.082.9 6,631.2 86,3771
Real Estate
Acres Sold 86 158 7 1.427
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