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Powering the New Landscape
Cranes erect new structures to serve renewable energy plants that will
employ hundreds and fuel rural economies. Miles of new transmission line
traverse the countryside along county roads, carrying electricity to new loads.
White wind turbines clustered on top of the highest ridges turn in unison,
generating renewable power that diversifies energy portfolios.

Iowa’s landscape is changing. As emerging technologies provide new ways
to use rural resources such as abundant corn, high-yielding soybeans and
plentiful wind, new landmarks appear on the horizon.

Corn Belt Power Cooperative, with its ongoing mission to improve the quality
of life in rural Iowa, continues its work “Powering the New Landscape,”
providing safe, reliable and reasonably priced power to fuel Iowa’s growth
and development.
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Corn Belt Power Cooperative, headquartered in Humboldt, Iowa, is a generation

and transmission (G&T) electric cooperative owned by its member systems. As a

Touchstone Energy Cooperative, Corn Belt Power is committed to the values of

accountability, integrity, innovation and commitment to community.

Corn Belt Power provides electricity to 11 member cooperatives and one municipal

electric cooperative that serve farms, rural residences, small towns and commercial

and industrial members in 28 counties in Northern Iowa. Corn Belt Power

Cooperative is committed to providing a safe and reliable supply of electricity, and

helping to make the quality of life in our communities the best it can be.

Corn Belt Power Cooperative
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Executive Report
With record-high sales of electricity to our member cooperatives, the addition of several large

loads on member cooperatives’ lines, and record-high installations of electric heat and water

heaters, Corn Belt Power Cooperative experienced a positive year of growth in 2005. The year 

also saw exceptional operation of Corn Belt Power’s generating units with Wisdom Unit 1 generating

more output than it has in any year since 1978 and the Duane Arnold Energy Center experiencing

an excellent operating record and the third-shortest refueling outage in its history.

Although many measurements show a positive year, 2005 was not without its challenges. Wildly

escalating increases in energy market costs required us to adapt and respond as those increases

affected Corn Belt Power’s daily operations, power purchases and costs of doing business.

In 2005, the price of natural gas soared to more than three times what it had cost a year earlier.

This was at the same time that Corn Belt Power needed to purchase additional power from the

market to continue to supply our member cooperatives’ growing needs and to compensate for

maintenance outages. Power market costs are driven directly by the price of natural gas.

Corn Belt Power dealt with increased expenses by decreasing its budget wherever possible.

By cutting costs and adding additional revenue from increased sales, we were able to deal with

rising market prices with minimal impact to our member cooperatives in 2005.

DALE M. ARENDS
Executive Vice President & General Manager

DONALD FELDMAN
President, Board of Directors
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As we continue to deal with the challenges of rising costs, there are certain things that won’t 

be sacrificed. Safety is the first. We will continue to operate in the safest way possible, always

keeping at top of mind that we generate and deliver a product that must be dealt with responsibly

to protect both employees and members.

Secondly, we won’t sacrifice reliability. Our member cooperatives and the people they serve

expect their power to be supplied with few interruptions. We will continue with ongoing system

maintenance to ensure power is generated and delivered reliably.

As we work hard to hold the line on rates, we also must adjust to the tremendous increase in

sales our member cooperatives are experiencing. Growth in electric sales is a positive result of

active marketing and economic development efforts. Industry growth provides more jobs and tax

revenue for communities and allows for sharing the fixed costs associated with generating and

delivering electricity to rural areas.

Corn Belt Power does everything it can to lessen the effect of the volatile and costly electricity

market. Along with several other utilities, Corn Belt Power is in the process of building the Council

Bluffs 4 coal-fired plant, which will come on line in 2007. This plant will help reduce Corn Belt

Power’s need for buying market power. Also, Corn Belt Power uses a diverse portfolio of fuels to

generate power, including coal, nuclear, hydro, natural gas, fuel oil and wind. This diversity helps

stabilize costs should one type of fuel spike in price.
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Board of Directors

From left: Donald McLean, secretary, Grundy County REC; Scott Stecher, Prairie Energy Cooperative;
Donald Feldman, president, Butler County REC; Norman Kolbe, Sac County REC; Ronald Deiber, vice president,
NIMECA; Donald O'Tool, Calhoun County REC; Charles Gilbert, treasurer, Midland Power Cooperative;
L. Kirby Range, Iowa Lakes Electric Cooperative; LeRoy Weber, assistant secretary/treasurer, Humboldt County
REC; Roger Rust, Franklin REC; and John Schumacher, Glidden REC, visit the site of Tall Corn Ethanol, a member
of Glidden REC located near Coon Rapids, Iowa. In 2005, Corn Belt Power constructed new transmission and substation
facilities across rural Iowa to serve new commercial and industrial loads similar to this existing ethanol plant.
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E x e c u t i v e  R e p o r t  { c o n t i n u e d }

In 2005, the Corn Belt Power board approved participating in the process of the sale of the Duane

Arnold Energy Center when the nuclear plant’s principal owner, Interstate Power and Light (IP&L),

decided to auction its share. It was our duty to perform due diligence and consider an offer to buy

Corn Belt Power’s 10 percent share of the plant. After thorough analysis of the offer and its

accompanying purchase power agreement, the board concluded that Corn Belt Power should

maintain its ownership interest in the plant. The Duane Arnold Energy Center has been a reliable

source of generation for our member cooperatives. We look forward to working with the new

owner of IP&L’s share, FPL Energy, which has been a good partner in the Hancock County Wind

Energy Center.

In 2005, the board of directors concluded that a site in Western Iowa held in trust by Allied Power

Cooperative for Corn Belt Power would not be used in the future for a new power plant. With farm-

land prices high, the board determined the land should be sold at auction, which was conducted

in December.

In the past, it has been the philosophy of Corn Belt Power to own its sources of generation. That

directive has served us well with the ownership of Council Bluffs 3, Neal 4, Wisdom Units 1 and 2

and the Duane Arnold Energy Center. What has worked well in the past, however, may not continue

to work well in the future. Options such as entering into purchase power agreements would

reduce the risk of having a plant we own undergo a forced outage.

Load projections for 2006 show continued growth in our members’ systems. Next year, Corn Belt

Power will continue to be challenged to provide power at the most reasonable cost while dealing

with market prices that will likely stay exceptionally high.

As we look ahead, it will be important for the growth we’re experiencing in our communities today

to continue. Commercial and industrial growth will allow future generations to have a place to live

and work and to enjoy the quality of life that only rural Iowa offers. Working together, Corn Belt

Power, its member cooperatives and the Iowans they serve will continue to put local interests first,

making decisions based on the welfare of our neighbors and continuing to provide safe, reliable,

and reasonably priced electricity.

Senior Staff From left: Kenneth Kuyper, senior vice president, engineering and system operations; Mike Thatcher, vice 
president, generation; Jim Vermeer, vice president, business development; Karen Berte, vice president,
finance and administration; Dale Arends, executive vice president and general manager; and Kathy Taylor,
vice president, corporate relations, visit the Hancock County Wind Energy Center near Duncan, Iowa. Wind 
turbines installed across the landscape are visual reminders of the renewable energy potential of rural Iowa.

5
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Year in Review 2005
S a l e s , P e a k  a n d  R a t e s

Corn Belt Power Cooperative sold more electricity in 2005 than in any previous year. Total sales

in 2005 to member cooperatives, NIMECA, Webster City Municipal Utilities and others were up

7.3 percent to 1,607 million kilowatt-hours, surpassing the previous record of 1,498 million kilo-

watt-hours set in 2004. Sales to member cooperatives were also at a record high at 1,234 million

kilowatt-hours, which is 4.5 percent greater than 2004 sales.

The increase in sales was primarily due to new commercial and industrial loads, including two

new ethanol plants and one ethanol plant expansion that came on line in 2005. Weather also had

some effect on sales with a warmer than average January and February offset by a much colder

than average December. Although a warmer than average summer in 2005 helped increase sales,

the fall crop-drying load was significantly smaller in 2005 than it was in 2004.

Corn Belt Power experienced its 2005 system peak in August, reaching 261 megawatts. This system

peak was just three megawatts below the annual record peak of 264 megawatts, which occurred

in October 2004 due to the significant crop-drying peak that year.

On Jan. 1, 2005, Corn Belt Power’s wholesale rate to member cooperatives was raised one mill

per kilowatt-hour, an approximately 2.3 percent increase from the previous rate. The addition of

large loads and the need to cover plant outages required Corn Belt Power to purchase additional

market power in 2005, which was priced 46 percent higher heading into the 2005-06 winter

heating season than it was a year earlier. In December 2005, market power was priced at more

than six times the cost of generation from one of Corn Belt Power’s coal-fired plants.
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Following a careful and thorough analysis of a proposal to purchase Corn Belt Power’s 10 percent
share of the Duane Arnold Energy Center, the Corn Belt Power board of directors decided Sept. 30
that the sale as proposed would not be in the best interests of its member cooperatives.

Wisdom Station employees Tony Borkowski, Clay Burkhart and Ray Lathrop work on the 
Wisdom Unit 1 generator. Wisdom Unit 1 had an excellent operating year in 2005.
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G e n e r a t i o n

On Jan. 28, the Corn Belt Power board of directors agreed to participate in the process of a potential

sale of the cooperative’s share of the 598-megawatt Duane Arnold Energy Center (DAEC). This

decision came after Interstate Power and Light (IP&L), a unit of Alliant Energy Corp. and owner of 70

percent of the nuclear plant, announced in December 2004 its intention to sell its share of the

plant. Central Iowa Power Cooperative owns the remaining 20 percent of the plant and also partic-

ipated in the sale process.

On July 5, 2005, IP&L announced that the company would sell its DAEC interest to FPL Energy,

LLC. Following a careful and thorough analysis of a proposal from FPL Energy to purchase Corn

Belt Power’s 10 percent share of DAEC, the Corn Belt Power board of directors decided Sept. 30

that the sale as proposed would not be in the best interests of Corn Belt Power nor its member

cooperatives.

In December 2005, the Iowa Utilities Board approved IP&L’s sale citing the intentions of FPL

Energy to relicense the plant.

In May, the Environmental Protection Agency published a new rule that will affect Corn Belt

Power’s coal-fired generation. The Clean Air Interstate Rule (CAIR) requires more than a two-thirds

cut in electric utility sulfur dioxide (SO2) and nitrogen oxide (NOx ) emissions.

Complying with CAIR will be especially challenging at Corn Belt Power’s Wisdom Unit 1 due to the

baseline time period used to determine the plant’s SO2 emission allowances. This baseline was

set in the 1980s when Wisdom did not operate frequently. Those measurements don’t accurately

reflect the 2005 operating schedule, during which the unit operated more than in any year since 1978.

Wisdom
Unit I

DAEC

CB 3
Neal 4

Basin

Hancock
Wind

WAPA

Other
Generation and

Purchases
Wisdom
Unit 2

Wisdom Unit 1 138,410 MWh 8.24%

Wisdom Unit 2 998 MWh 0.06%

DAEC 453,849 MWh 27.01%

CB 3 201,663 MWh 12.00%

Neal 4 455,030 MWh 27.08%

Basin 104,067 MWh 6.20%

Hancock Wind 27,417 MWh 1.63%

WAPA 133,040 MWh 7.92%

Other Generation and Purchases 165,725 MWh 9.86%

Total Energy Available 1,680,199 MWh 100.00%

Generation Summary 2005
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Y e a r  i n R e v i e w  { c o n t i n u e d }

CAIR will also affect operations at Corn Belt Power’s jointly owned plants, Neal 4 and Council

Bluffs 3. Both plants already burn low sulfur coal. Emissions control equipment will be added in

the future; until that time, SO2 allowances will be purchased. Low NOx burners were installed at

Neal 4 in the fall of 2005 and are scheduled for installation at Council Bluffs 3 in 2006.

Council Bluffs 4, now under construction and expected to come on line in 2007, will include a dry

flue gas desulfurization system for SO2 emissions, a bag house for particulate emissions and

selective catalytic reduction technology for NOx emissions.

Also in May, the EPA signed the Clean Air Mercury Rule (CAMR), the first-ever rule to reduce mercury

from coal-fired power plants. This rule will require installation of continuous emissions monitoring

systems (CEMS) for mercury and purchase of mercury emissions allowances at Wisdom Unit 1,

Neal 4 and Council Bluffs 3. Council Bluffs 4 will be one of the first new coal-fired plants in the

country to include mercury control technology.

During 2005, construction continued on Council Bluffs 4, which was 71.7 percent complete at

the end of the year. When completed, the 790-megawatt unit will be the largest power plant in

Iowa and the first in the nation to use advanced supercritical technology, which will convert coal to

electricity more efficiently and significantly reduce emissions.

In 2005, Wisdom Unit 1 generated more than twice as much electricity as it did in 2004, due in

part to its being available to operate for an additional three months in 2005. The unit’s output was

the highest since 1978 and the 15th highest in its 46-year history. Due to high natural gas and

fuel oil prices, Wisdom Unit 2 rarely operated during 2005.

A nine-week maintenance outage was completed at the Neal 4 unit during which new low NOx

burners were installed in the boiler to aid compliance with CAIR.

DAEC underwent a refueling outage in the spring. Condensate pumps and motors and several

feedwater heaters were replaced, resulting in a 1.3-megawatt increase in Corn Belt Power’s

share of the plant’s annual average accredited capacity.

Louisa Generating Station had a scheduled maintenance outage in the spring that lasted longer than

anticipated. Although not an owner of the Louisa unit, Corn Belt Power must cover a portion of the

outage due to its joint-dispatch and risk-sharing arrangements with MidAmerican Energy Company.

In June, an extension of a purchase agreement with Basin Electric Power Cooperative for 15

megawatts of capacity was approved.

Concerned about increasing railroad costs for shipping coal, Corn Belt Power joined the

Consumers United for Rail Equity (CURE) in August. CURE is a coalition of captive rail customers

focused on congressional and administrative policies that affect the development of competition

in the freight rail industry.

   



11P o w e r i n g  t h e  N e w  L a n d s c a p e

Dan Amato, control operator, works at the controls for Wisdom Unit 1. In
2005, the unit generated more than twice as much electricity as it did the
previous year. Wisdom Unit 1’s output was the highest since 1978 and the
15th highest in its 46-year history.

Construction continues on the Council Bluffs 4 coal-fired unit, which will come on line in June 2007. The air quality control
system at the plant will include a dry flue gas desulfurization system for SO2 emissions, a bag house for particulate emis-
sions and selective catalytic reduction technology for NOx emissions.

   



Extended workdays and expanded equipment availability assisted

Corn Belt Power crews in handling the heavy workload of new

construction, facility upgrades and ongoing system maintenance

in 2005. These projects will serve new or expanding commercial

and industrial loads and strengthen reliability.

Six Corn Belt Power Cooperative linemen assisted in power

restoration efforts following an ice storm that hit South Dakota

Nov. 27, knocking power out to thousands of electric cooperative

members in the eastern part of the state. The storm caused the

worst widespread damage South Dakota has seen in over a decade.

The Seams Operating Agreement crafted by Mid-Continent Area

Power Pool (MAPP) members that are not part of the Midwest

Independent System Operator (MISO) was approved Jan. 26 and

filed with the Federal Energy Regulatory Commission (FERC). The

agreement formed by the non-MISO MAPP members establishes

equitable use of constrained transmission among the utilities

involved and defines data exchanges and other protocols between

MISO and the non-MISO MAPP members.

T r a n s m i s s i o n  a n d  E l e c t r i c a l  M a i n t e n a n c e
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Jack Bennett, general maintenance foreman, and Joel Harklau, apprentice electrician, unload a structure for the
Feldman Substation, which will serve US Bio Albert City, a member of Iowa Lakes Electric Cooperative.

Bill Fort, journeyman electrician, works on 
a new substation that will serve Western
Iowa Energy, a member of Sac County REC.

   



Whittemore Junction
Completed in 2005, the Whittemore Junction project included erection of a new switching station
and construction of one mile of double-circuit line. Southeast of Emmetsburg, the new facilities
were added for improved reliability.

Fredericksburg Dual Circuit
Completed in May of 2005, this half mile of dual circuit ties in the newly built Fredericksburg
Switching Station and increases reliability in the area.

Feldman Tap and Substation
The Humboldt transmission crew began building the six-and-three-quarter-mile Feldman Tap
southeast of Albert City. Named for Marlowe Feldman, the former Corn Belt Power director from
Iowa Lakes Electric Cooperative, the new 69 kV line and adjoining Feldman Substation will serve
the U.S. Bio Albert City ethanol plant, a member of Iowa Lakes Electric Cooperative.

Stout Substation
In August, grading was completed for the Stout Substation located near the intersection of
Highways 20 and 14. The new substation and adjoining six and one-half miles of 69 kV line will
serve the new Grundy County Heritage Center, a member of Grundy County REC. Construction of
the facilities began in the fall.

Horizon Substation and Tap
Also begun in the fall, this project included construction of the new Horizon Substation and two
miles of 69 kV line near Jewell. These facilities will serve the Horizon Ethanol plant, a member of
Midland Power Cooperative.

Peterson Substation
Construction began in August on the Peterson Substation located near New Hampton, which will
serve Progress Casting Group, a member of Butler County REC. The new substation taps off the
New Hampton line and will not require construction of additional transmission line.

Schroeder Tap and Substation
Work began on the Schroeder Tap and its connecting substation, which will serve the Western
Iowa Energy soy biodiesel plant, a member of Sac County REC located near Wall Lake. The facilities
will be named after H.G. “Gus” Schroeder, who donated land for the Western Iowa Energy project.
Construction of the substation and four miles of 69 kV line began in the fall.

Reconductoring and other maintenance
Amid the new construction projects, Corn Belt Power crews continued to reconductor sections of
line and complete ongoing maintenance activities. Eleven miles of the Dickens-Fostoria line were
reconductored in August. An extensive maintenance schedule was initiated after the crops were
out of the fields.

2005 Construction Projects 

Transmission crewmembers build line to serve new commercial and industrial loads throughout the Corn Belt Power system.
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C o n t r o l  C e n t e r

On Oct. 11-12, system operators in the Corn Belt Power control center participated in a practice drill

to simulate a regional power outage. The two-day drill concluded with a simulated black start process.

In response to concerns over critical infrastructure security and emergency restoration of those

facilities, Corn Belt Power installed an alternative control center off site from its main headquarters

facility in November. Should Corn Belt Power’s primary control center ever become incapacitated,

operations could be transferred to the alternative facility. The alternative control center is secured

but not staffed during normal operations. It will also be used for emergency preparedness drills.

The Midwest Reliability Organization (MRO) compliance staff conducted an on-site reliability

review at Corn Belt Power Nov. 16-17. The four-person review team found Corn Belt Power to be

100 percent compliant with 27 North American Electric Reliability Council (NERC) and MRO cyber

security standards included in the 2005 Compliance Program.

Construction of the new digital microwave system was completed in April. The new microwave

system provides for voice communications, supervisory control and data acquisition (SCADA)

communications, a wide-area network and video-conferencing capabilities for both Corn Belt

Power and its member cooperatives. Al Becker, communications superintendent, was recognized

for his work by being named a finalist for the 2005 United Telecom Council’s Apex Award.

Communications and electrical maintenance crews install the alternative control center. Should Corn Belt
Power’s control center ever become incapacitated, operations could be transferred to the alternative facility.
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G o v e r n m e n t  R e l a t i o n s

Putting the power of grass roots efforts to work, representatives from Corn Belt Power met with

their Congressional delegation in Washington, D.C., May 2-4 to discuss the pending federal energy

bill, funding for the Rural Utilities Service, renewable energy incentives and the increasing expense

of transporting coal to power plants that are captive to one railroad.

Approximately 200 electric cooperative representatives discussed co-ops’ views on current issues

with their state legislators March 22 during REC Day on the Hill in Des Moines. Electric cooperative

representatives met with state legislators at gatherings held across Iowa in November to update

them on their views regarding net metering and to report on the many co-op programs that help

grow Iowa’s rural economy.

F i n a n c e  a n d  A d m i n i s t r a t i o n

In 2005, Corn Belt Power experienced a positive margin that met both the times interest earned

ratio and debt service coverage ratio. Details of Corn Belt Power’s financial strength and the margins

allocated to member systems can be found starting on page 23 of this report. Gain on the sale of

the Allied Power Cooperative property was approximately $1,763,000.

In January, Corn Belt Power’s Web site address was changed to www.cbpower.coop and email

addresses were standardized to firstname.lastname@cbpower.coop. The .coop domain allows

Corn Belt Power to better identify its business structure.

Corn Belt Power was approved for its AF8 loan in September. The $24,195,000 Rural Utilities

Service loan will be used for generation projects at Council Bluffs 3, Neal 4 and Wisdom Unit 1.

Corn Belt Power Highlights
2004 2005

Total Energy Sales 1,498,028,569 kWh 1,606,809,842 kWh

REC Peak Demand (no losses) 220,900 kW 211,205 kW

System Peak Demand 263,517 kW 261,437 kW

Miles of Transmission Line 1,647.62 1,671.79

Distribution Substations 136 137

Employees 91 93

Rep. Tom Latham meets with electric
cooperative representatives Christian
Nygaard, Donald O’Tool and Chuck
Soderberg in Washington, D.C., in May.

     



16 C o r n  B e l t  P o w e r   |   A n n u a l  R e p o r t  0 5

C o r p o r a t e  R e l a t i o n s  a n d  M a r k e t i n g

Marketing results in 2005 broke records from all previous years since the programs began in the

1980s. Electric water heater installations were five percent higher than in 2004, the previous

record year. There was a 40 percent increase in resistance heat installations compared to the 

previous record. Air-source heat pump installations showed a 61 percent increase and geothermal

heat pump installations were 18 percent higher than the previous 2004 record.

Corn Belt Power and its member systems paid about $1 million in marketing incentives during

2005 to members who installed water heaters and electric heating systems. A new program 

component in 2005 based heat pump incentives on energy-efficiency ratings of the equipment,

offering greater rebates for higher-efficiency models.

The Touchstone Energy Challenge completed its final year in 2005, with Iowa Lakes Electric

Cooperative winning first place in total points and volunteer hours. Franklin REC won the top 

percent growth award and Glidden REC earned the top electric heat kWh growth award. During

the year, employees and directors from Corn Belt Power and its member systems reported almost

18,000 hours of voluntary community service.

With Iowa’s other G&Ts, Corn Belt Power created UseElectric.com, a Web site launched in January

to promote the efficiency and benefits of electric power, products and technology.

A 2005 rebate effectiveness survey conducted by Corn Belt Power to evaluate marketing incen-

tives revealed that two-thirds of the respondents indicated they would have installed their electric

heat systems or water heaters without receiving rebates. About one-third of those respondents

said they would not have installed electric heat or water heaters if it were not for the rebates

offered by their cooperatives.

Corn Belt Power, along with Iowa’s Touchstone Energy Cooperatives, hosted the Momentum is

Building Conference Feb. 2-3 in Des Moines to promote energy-efficient building techniques and

heating and cooling options to contractors. Energy-efficient remodeling workshops, sponsored by

Corn Belt Power and its member cooperatives, were held Nov. 12 and Nov. 19 for electric cooperative

members thinking of remodeling their homes.

Corn Belt Power and its members continued to actively promote the Touchstone Energy brand in 2005.

Advertising awareness research conducted in November showed that 67 percent of cooperatives’

members are aware of the Touchstone Energy brand and that 57 percent connect the brand with

their local cooperative.

The KCCI-TV SchoolNet program expanded in the Corn Belt Power system with the addition of

weather equipment at schools in Union and Eagle Grove, bringing the total to 20 weather units

sponsored by Corn Belt Power and its member cooperatives.

Touchstone Energy nationally honored Kathy Taylor, vice president, corporate relations, at the Connect

2005 conference in May with the 2005 Touchstone Energy Brand Champion Award for her work

building the Touchstone Energy brand. Corn Belt Power also received two Spotlight on Excellence

Awards: an Award of Merit in the Best Touchstone Energy Program category for the Touchstone Energy

Challenge and an Award of Excellence in the Best Wild Card category for a promotional item.

In August, Corn Belt Power announced a partnership with Iowa Lakes Community College,

Estherville, to offer a $500 annual scholarship to students who study wind energy and turbine

technology. In addition, three students were awarded Corn Belt Power scholarships at Northwest

Iowa Community College, Sheldon, in the power line and electrical technology areas.
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2005 Touchstone Energy Challenge Point Totals

10,000

20,000

30,000

40,000

50,000

60,000
Bu

tle
r

Ca
lh

ou
n

Fr
an

kl
in

Gl
id

de
n

Gr
un

dy

Hu
m

bo
ld

t

Io
w

a 
La

ke
s

M
id

la
nd

Pr
ai

ri
e

Sa
c

35,633

17,328

27,959

22,194

10,434

26,053

54,741

21,125

44,510

16,981

Top: Presenters at remodeling workshops held in November demonstrate
energy-efficient building techniques to electric cooperative members.

Bottom: Eagle Grove elementary students welcome KCCI-TV’s John
McLaughlin, arriving via helicopter, to their school as part of the Touchstone
Energy SchoolNet program.
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B u s i n e s s  D e v e l o p m e n t

Expansion of the ethanol industry in Iowa surged ahead during 2005. Iowa has become the number-one state

in the production of ethanol, with capacity totals expected to reach one billion gallons annually in the near future.

In 2005, four existing ethanol plants on Corn Belt Power’s member cooperatives’ lines either expanded or

announced plans to expand. Two additional plants were under construction during 2005. Also under 

construction was the first soy biodiesel plant in the Corn Belt Power system.

In 2005, USDA Rural Development teamed with Corn Belt Power to add $625,000 to a loan fund that

strengthens rural communities and businesses in a 14-county area in Iowa. Representatives from USDA

Rural Development presented a plaque to Corn Belt Power in recognition of the cooperative’s involvement.

USDA Rural Development, through its Intermediary Relending Program (IRP), loaned $500,000 to Corn Belt

Power, which in turn contributed $125,000 toward an existing fund that makes loans to organizations for

business acquisition, development of land and purchase of equipment. The additional dollars bring the revolving

loan fund total to $2,610,000.

Business development events in 2005 included the Touchstone Energy Invitational Golf Tournament held in

July at the Fort Dodge Country Club and the Touchstone Energy Day at the Ballpark held in August at an Iowa

Cubs game. Corn Belt Power once again co-sponsored the Mid-Iowa Community Development Conference,

“Meeting Challenges through Community Leadership,” with Iowa State University in March.

• Midwest Grain Processors, Lakota, served by Iowa Lakes Electric Cooperative (ILEC)
With the expansion completed in December 2005, the plant processes over 33 million bushels of corn
into more than 95 million gallons of ethanol and 285,000 tons of distiller’s grain annually. The plant grew
from being a five-megawatt load to a 10-megawatt load.

• Tall Corn Ethanol, Coon Rapids, served by Glidden REC
Originally a 40-million-gallon-per-year ethanol plant, the facility underwent an expansion that added other
by-products to its production list and increased production 20 percent. It grew from being a five-
megawatt load to a 10-megawatt load.

• Hawkeye Renewables, Iowa Falls, served by Midland Power Cooperative
This plant processes over 16 million bushels of corn into 45 million gallons of ethanol and 150,000 tons
of distiller’s grain annually. A five-megawatt load, the plant may double in the near future.

• Pine Lake Ethanol, Steamboat Rock, served by Midland Power Cooperative
This 20-million-gallon-per-year ethanol plant began production in February 2005. Owned by farmer
investors, this plant will likely triple production to 60 million gallons annually in one to two years.

• US Bio Albert City, under construction near Albert City, will be served by ILEC
The 10-megawatt load will produce 100 million gallons of ethanol per year.

• Horizon Ethanol, under construction near Jewell, will be served by Midland Power Cooperative
This five-megawatt load will come on line in the spring of 2006, producing 60 million gallons of ethanol
per year. The plant may expand in the near future, possibly up to 20 megawatts.

• Western Iowa Energy, Wall Lake, will be served by Sac County REC
This plant was under construction during 2005 with plans for operation beginning in 2006.
The one-megawatt load will produce soy biodiesel fuel.

Renewable Energy
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New commercial and industrial loads such as the US Bio Albert City ethanol plant, a member of
Iowa Lakes Electric Cooperative, are becoming landmarks on the rural landscape as emerging 
technologies provide new ways to use rural resources.

Dennis Ernst, mechanic first class, works on the Schroeder Substation, which will serve Western
Iowa Energy, a member of Sac County REC. Miles of new transmission line along with numerous
new substations and switching stations under construction throughout the Corn Belt Power system
will serve new loads on member cooperatives’ lines.
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1 Iowa Lakes Electric Cooperative

2 Sac County REC

3 Calhoun County REC

4 Glidden REC

5 Humboldt County REC

6 Boone Valley Electric Cooperative

7 Prairie Energy Cooperative

8 Franklin REC

9 Midland Power Cooperative

10 Butler County REC

11 Grundy County REC

• North Iowa Municipal Electric Cooperative Association

Member Cooperatives
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2005 kWh Billed by Corn Belt Power 338,215,930
Miles of Line 4,668
# of Meters Served 11,873
# of Employees 62

Iowa Lakes Electric Cooperative

1 2005 kWh Billed by Corn Belt Power 55,923,544
Miles of Line 945
# of Meters Served 1,875
# of Employees 14

Humboldt County REC

5 2005 kWh Billed by Corn Belt Power 146,165,190
Miles of Line 2,890
# of Meters Served 9,219
# of Employees 35

Midland Power Cooperative

9

2005 kWh Billed by Corn Belt Power 23,079,856
Miles of Line 494
# of Meters Served 1,015
# of Employees 8

Sac County REC

2 2005 kWh Billed by Corn Belt Power 8,892,147
Miles of Line 62
# of Meters Served 141
# of Employees 1

Boone Valley Electric Cooperative

6 2005 kWh Billed by Corn Belt Power 135,767,101
Miles of Line 1,804
# of Meters Served 4,978
# of Employees 34

Butler County REC

10

2005 kWh Billed by Corn Belt Power 37,642,479
Miles of Line 758
# of Meters Served 1,736
# of Employees 11

Calhoun County REC

3 2005 kWh Billed by Corn Belt Power 230,201,732
Miles of Line 2,017
# of Meters Served 4,923
# of Employees 34

Prairie Energy Cooperative

7 2005 kWh Billed by Corn Belt Power 101,862,822
Miles of Line 915
# of Meters Served 2,302
# of Employees 15

Grundy County REC

11

2005 kWh Billed by Corn Belt Power 96,388,339
Miles of Line 764
# of Meters Served 1,677
# of Employees 13

Glidden REC

4 2005 kWh Billed by Corn Belt Power 59,805,144
Miles of Line 825
# of Meters Served 1,860
# of Employees 13

Franklin REC

8 North Iowa Municipal Electric Cooperative Association
(NIMECA) includes the municipal electric utilities of 
Alta, Bancroft, Coon Rapids, Graettinger, Grundy Center,
Laurens, Milford, New Hampton, Spencer, Sumner,
Webster City and West Bend.

NIMECA

12
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N e w  E m p l o y e e s :

Mike Cowell, general plant worker
Joel Harklau, apprentice electrician
Brad Hill, communications technician
Jeff Lindaman, apprentice lineman
John Naber, apprentice mechanic and electrician
Matt Newton, maintenance and inventory assistant
Lisa Shimkat, development finance director
Tim Stetson, network administrator

R e t i r e m e n t s :

Al Becker, communications superintendent
Charles Carrier, shift operator
Richard Hegna, system supervisor
Rich Van Gorp, journeyman electrician

P r o m o t i o n s :

Dennis Berry, control operator to shift operator
Shane Darr, lineman to journeyman lineman 
Corie Erickson, maintenance and inventory assistant to apprentice mechanic
Brian Gibson, communications technician to SCADA technician
Jon Girres, electrician to journeyman electrician 
Joe Hanrahan, system supervisor to chief system supervisor
Joel Haynes, apprentice mechanic to system supervisor
Lynn Miller, assistant communications superintendent to communications superintendent
Kevin White, general plant worker to control operator

2 0 0 5  S e r v i c e  A w a r d s :

45 years: Jim Johnson, engineering and construction superintendent
Jim Roling, plant manager

40 years: Richard Hegna, system supervisor

35 years: Dave Stockdale, journeyman electrician

30 years: Steve Curry, meter technician
Ray Lathrop, electrical and control

25 years: Steve Bohan, assistant to the general manager
Ken Kuyper, senior vice president, engineering and system operations
Ron Lowrey, warehouse clerk

20 years: Kevin Hilton, journeyman lineman
Randy Rohr, journeyman lineman

15 years: Dean Jensen, journeyman lineman

10 years: Dennis Berry, shift operator
Clay Burkhart, electronics technician
Rod Stephas, shift operator

5 years: Corie Erickson, apprentice mechanic
Jody Hawkins, information technology director

Human Resources Update
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2005 2004

ELECTRIC PLANT (Notes 2 and 8):
In service .............................................................................................................. $  288,020,451 $   274,800,807 
Less-accumulated depreciation ............................................................................ 158,687,872      150,437,798

129,332,579 124,363,009

Construction work in progress ................................................................................ 37,064,057 19,033,143
Nuclear fuel, net of amortization (Note 2) ................................................................ 5,693,273 6,785,869

172,089,909      150,182,021
OTHER PROPERTY AND INVESTMENTS:

Non-utility property ................................................................................................ 287,421 319,357
Investment in the National Rural Utilities Cooperative 

Finance Corporation (Note 2) ........................................................................ 4,905,922 2,529,289
Land held for future use (Note 2) ............................................................................ 0 2,977,665
Decommissioning fund (Note 2) .............................................................................. 26,063,953 23,788,474
Other investments (Note 3) .................................................................................... 1,323,609 1,258,614
Notes receivable (Note 3) ...................................................................................... 4,291,906 3,890,534

36,872,811 34,763,933
CURRENT ASSETS:

Cash and cash equivalents (Note 2) ........................................................................ 116,843 769,983
Member accounts receivable .................................................................................. 7,639,761 5,824,162
Other receivables (Note 2) ...................................................................................... 5,409,707 495,874
Inventories –

Fuel, primarily coal, at last-in, first-out cost .................................................... 3,147,483 2,623,302
Materials and supplies, at average cost.......................................................... 5,771,239 4,105,864

Prepayments ........................................................................................................ 588,795 305,481
22,673,828 14,124,666

DEFERRED CHARGES:
Deferred Department of Energy 

decommissioning costs (Note 11) .................................................................. 271,585 408,773
Deferred refueling costs (Note 2) ............................................................................ 852,249 154,263
Decommissioning regulatory asset (Note 9) ............................................................ 39,071,337 38,313,057 
Other .................................................................................................................... 2,615              10,653

40,197,786 38,886,746
$ 271,834,334 $   237,957,366

Balance Sheets
December 31, 2005 and 2004

Assets

See accompanying notes to the financial statements.
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Balance Sheets
December 31, 2005 and 2004

See accompanying notes to the financial statements.

Membership Capital 
and Liabilities

2005 2004

MEMBERSHIP CAPITAL:
Memberships, at $100 per membership ................................................................ $           1,300 $         1,300        
Deferred patronage dividends, per accompanying

statements (payment restricted as indicated in Note 4) .................................. 9,594,700 9,744,400
Other equities, per accompanying statements ........................................................ 28,626,912 28,557,825
Unrealized gain in market value of investments (Note 2) ........................................ 1,419,596 1,919,919

39,642,508 40,223,444

LONG-TERM DEBT (Note 6):
Rural Utilities Service ............................................................................................ 1,275,702 2,384,135
Federal Financing Bank ........................................................................................ 103,158,049 92,573,634
Pollution control revenue bonds ............................................................................ 545,000 795,000
NRUCFC .............................................................................................................. 43,601,039 25,533,248
USDA Intermediary Relending Program .................................................................. 1,569,903 1,338,350

150,149,693 122,624,367

Less – Current maturities of long-term debt .......................................................... 17,908,073 7,789,489
132,241,620 114,834,878

OTHER LONG-TERM LIABILITIES:
Deferred Department of Energy decommissioning 

costs (Note 11) ............................................................................................ 0 147,062
DAEC decommissioning liability (Note 2) ................................................................ 67,302,000 64,097,000
Other .................................................................................................................... 10,000           10,000

67,312,000 64,254,062

CURRENT LIABILITIES:
Current maturities of long-term debt...................................................................... 17,908,073 7,789,489
Short-term debt (Note 5) ...................................................................................... 3,500,000 225,000
Accounts payable ................................................................................................ 6,906,342 6,149,678
Accrued property and other taxes .......................................................................... 2,106,478 2,258,602 
Accrued interest and other .................................................................................... 2,217,313 2,222,213

32,638,206 18,644,982
$ 271,834,334 $ 237,957,366
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See accompanying notes to the financial statements.

Statements
of Revenues

and Expenses
For the Years Ended 

December 31, 2005 and 2004

2005 2004

OPERATING REVENUES:
Sales of electric energy .......................................................................................... $    69,885,395 $    58,843,324    
Other .................................................................................................................... 4,066,080      3,832,895

73,951,475    62,676,219

OPERATING EXPENSES:
Operation –

Steam and other power generation ................................................................ 24,571,775 20,901,835
Purchased power, net.................................................................................... 18,080,286 7,848,723
Transmission ................................................................................................ 3,390,959 3,303,632
Sales............................................................................................................ 2,267,141 2,228,260
Administrative and general ............................................................................ 4,181,277 4,066,817

Maintenance –
Steam and other power generation ................................................................ 5,119,197 4,729,215
Transmission ................................................................................................ 957,695 924,828
General plant................................................................................................ 38,764 40,704

Depreciation and decommissioning (Note 2)............................................................ 10,836,912 9,725,244
69,444,006       53,769,258

Net Operating Revenues................................................................................ 4,507,469 8,906,961

INTEREST AND OTHER DEDUCTIONS:
Interest on long-term debt...................................................................................... 7,597,467 6,844,616
Interest during construction (Note 2) ...................................................................... (1,262,194) (1,027,428)
Other interest and deductions ................................................................................ 300,470 147,180

6,635,743 5,964,368
NET OPERATING MARGIN (DEFICIT) ................................................................................ (2,128,274) 2,942,593

NON-OPERATING MARGIN:
Gain on the disposition of property .......................................................................... 1,803,505 0
Interest and dividend income .................................................................................. 284,016 235,842
Other, net (Note 2) .................................................................................................. 579,355 50,307

2,666,876 286,149
NET MARGIN ................................................................................................................ $ 538,602 $    3,228,742
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Statements 
of Cash Flows

See accompanying notes to the financial statements.

For the Years Ended 
December 31, 2005 and 2004

2005 2004

CASH FLOWS FROM OPERATING ACTIVITIES:
Net margin ............................................................................................................ $         538,602 $     3,228,742 
Adjustments to reconcile net margin to cash provided by operations:

Depreciation and amortization ........................................................................ 9,692,700 8,748,838
Amortization of nuclear fuel ............................................................................ 1,949,071 2,073,217
Amortization to deferred refueling costs, net of amortization ............................ (697,986) 925,581
Amortization of Department of Energy decommissioning costs.......................... 143,482 139,429

Changes in current assets and liabilities:
Accounts receivable ...................................................................................... (3,751,767) 1,016,579
Inventories .................................................................................................... (2,189,556) (24,575)
Prepayments.................................................................................................. (283,314) (68,648)
Accounts payable .......................................................................................... 756,664 (2,192,456)

Accrued property and other taxes............................................................................ (152,124) 118,152
Accrued interest and other liabilities ........................................................................ (7,027) 1,564,881
Payment to Department of Energy for decommissioning .......................................... (147,364) (142,187)
Other .................................................................................................................... 8,038 (4,722)

Net cash provided by operating activities ........................................................ 5,859,419      15,382,831

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from long-term debt ................................................................................ 32,140,000 38,084,998
Repayment of long-term debt.................................................................................. (6,955,233) (29,759,318)
Short-term borrowings, net .................................................................................... 3,275,000 0
Deferred patronage dividends paid .......................................................................... (649,700) (1,275,000)

Net cash provided by financing activities ........................................................ 27,810,067 7,050,680

CASH FLOWS FROM INVESTING ACTIVITIES:
Additions to electric plant, net ................................................................................ (31,559,976) (18,149,382)
Additions to nuclear fuel ........................................................................................ (856,475) (2,559,558)
Sale of non-utility plant, net .................................................................................... 31,936 24,904
Additions to decommissioning fund ........................................................................ (1,462,290) (1,314,697)
Change in other investments .................................................................................. (475,821) 113,687

Net cash used in investing activities ................................................................ (34,322,626) (21,885,046)

Net increase (decrease) in cash and cash equivalents ...................................................... (653,140) 548,465

CASH AND CASH EQUIVALENTS AT:
Beginning of year .................................................................................................. 769,983          221,518
End of year ............................................................................................................ $         116,843 $      769,983
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Statements
of Deferred
Patronage

Dividends and 
Other Equities

Statements of
Comprehensive

Income

For the Years Ended 
December 31, 2005 and 2004

For the Years Ended 
December 31, 2005 and 2004

2005 2004
DEFERRED PATRONAGE DIVIDENDS:

Balance assigned beginning of year........................................................................ $      9,744,400 $      8,244,400 
Net margin ............................................................................................................ 538,602 3,228,742 
Revenue deferred patronage dividends.................................................................... 30,485 109,406

10,313,487 11,582,548 

Patronage dividends paid ...................................................................................... (649,700) 0 

Appropriation of margin –  
Reserve for contingent losses ...................................................................... (69,087) (1,565,148)
Statutory surplus .......................................................................................... 0 (273,000)

Balance assigned end of year ................................................................................ $  9,594,700 $      9,744,400

OTHER EQUITIES:
Appropriated Margins  

Reserve for
Statutory Contingent

           Surplus             Losses Total
Balance December 31, 2003 $        4,414,484 $     22,305,193 $    26,719,677 

Appropriation of margin             273,000          1,565,148 1,838,148
Balance December 31, 2004 $        4,687,484 $     23,870,341 $    28,557,825 

Appropriation of margin                       0 69,087             69,087
Balance December 31, 2005 $        4,687,484 $     23,939,428 $    28,626,912

2005 2004

Net margin ............................................................................................................ $         538,602 $      3,228,742 
Change in unrealized loss in market value of investments .............................. (500,323) (441,166)

Comprehensive income.......................................................................................... $           38,279 $      2,787,576

See accompanying notes to the financial statements.
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Notes to Financial Statements
December 31, 2005 and 2004

NOTE (1) ORGANIZATION:
Corn Belt Power Cooperative (the Cooperative) is a Rural Utilities Service (RUS) financed generation and transmission cooperative created and owned by 11 distribution cooperatives and one municipal cooperative 

association. Electricity supplied by the Cooperative serves farms, small towns and commercial and industrial businesses across 28 counties in Northern Iowa.
The Cooperative’s Board of Directors is comprised of one representative from each member cooperative and is responsible for, among other things, establishing rates charged to the member cooperatives.

NOTE (2) SIGNIFICANT ACCOUNTING POLICIES:
The Cooperative maintains its accounting records in accordance with the Uniform System of Accounts as prescribed by the RUS. The preparation of financial statements in conformity with accounting principles generally

accepted in the United States requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. The significant accounting policies are:

A. Electric Plant –
Electric plant is stated at original cost which includes payroll and related benefits, sales and use taxes, property taxes, interest during the period of construction and the estimated asset retirement obligation.
Costs in connection with repairs of properties and replacement of items less than a unit of property are charged to maintenance expense. Additions to and replacements of units of property are charged to electric

plant accounts.
Depreciation is provided using straight-line methods and RUS-prescribed lives. These provisions, excluding nuclear facilities, were equivalent to a composite depreciation rate on gross plant of 3.30% and 3.22%

for 2005 and 2004, respectively.
Under a joint-ownership agreement, the Cooperative has a 10% undivided interest in the Duane Arnold Energy Center (DAEC), a nuclear-fueled generating station, which was placed in service in 1974. The

Cooperative is depreciating its interest in the DAEC and each year’s property additions subsequent to 1984 on a straight-line basis over the remaining term of the initial Nuclear Regulatory Commission license for DAEC
(2014). The composite depreciation rate on gross plant for DAEC was 4.02% and 3.87% for 2005 and 2004, respectively.

B. Decommissioning of DAEC –
A Nuclear Regulatory Commission estimate of the decommissioning costs of DAEC was updated in 2004. This report estimated the Cooperative’s share of the decommissioning costs of DAEC to be approximately

$62,860,000 (in 2004 dollars). The Cooperative is providing for overall nuclear decommissioning costs using a funding method which assumes a 5% rate of inflation and a 5% real rate of return. The method is
designed to accumulate a decommissioning reserve sufficient to cover the Cooperative’s share of decommissioning costs by the year 2014.

Decommissioning costs are included in depreciation and decommissioning expense, in the Statements of Revenues and Expenses. Such costs were $1,462,208 and $1,314,483, for 2005 and 2004, respectively.
These decommissioning costs are being recovered in rates.

The total market value of the decommissioning funds accumulated at December 31, 2005, was $26,063,953, of which $17,214,797 has been placed in a fund legally restricted for use in decommissioning DAEC.
The remaining $8,849,156, while not legally restricted, has been designated by the Cooperative for use in decommissioning DAEC. Prior to SFAS No. 143, “Accounting for Asset Retirement Obligations,” (SFAS No. 143),
the Cooperative recognized dividends, interest and realized gains (losses) on the sale of decommissioning fund investments as direct increases (decreases) to the DAEC decommissioning liability.

In 2003, with the implementation of SFAS No. 143, the decommissioning liability is the current cost of the asset retirement obligation, and will continue to increase until the DAEC retirement date of 2014. See
further discussion of SFAS No. 143 in Note 12.
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Notes to Financial Statements
December 31, 2005 and 2004

At December 31, 2005 and 2004, decommissioning investments were classified as available for sale and consisted of the following:
Amortized Unrealized Unrealized Market

Cost Gains Losses Value
2005:
Obligations of U.S. gov. & agencies $  5,715,458 $ 40,920 $  54,133 $ 5,702,245 
Corporate bonds 2,527,395 3,559 47,875 2,483,079 
Common & preferred stock 13,851,812 1,784,746 300,046 15,336,512
Funds held in trust 2,542,117 0 0 2,542,117 

$24,636,782 $1,829,225 $402,054 $26,063,953 
2004:
Obligations of U.S. gov. & agencies $  5,103,973 $ 33,330 $9,687 $ 5,127,616
Corporate bonds 1,713,103 30,777 12,016 1,731,864
Common & preferred stock 12,589,224 1,973,794 88,787 14,474,231
Funds held in trust 2,454,763 0 0 2,454,763 

$21,861,063 $2,037,901 $110,490 $23,788,474 

Realized gains (losses) on investments available for sale were $985,871 and $962,000 for 2005 and 2004 respectively. These gains and losses result in a corresponding decrease or increase, respectively, to the
decommissioning regulatory asset.

The following table shows the gross unrealized losses and fair value of the Cooperative’s investments with unrealized losses that are not deemed to be other-than-temporarily impaired, aggregated by investment
category and length of time that individual securities have been in a continuous unrealized loss position, at December 31, 2005.

Less Than 12 Months 12 Months or Greater Total
Market Unrealized Market Unrealized Market Unrealized

Value Losses Value Losses Value Losses
Obligations of U.S. gov. & agencies $  4,013,296 $ (23,133) $1,688,949 $  (31,000) $ 5,702,245 $  (54,133)
Corporate bonds 2,297,741 (39,859) 185,338 (8,016) 2,483,079 (47,875)
Common & preferred stock 14,735,020 (238,818) 601,492 (61,228) 15,336,512 (300,046)

$21,046,057 $(301,810) $2,475,779 $(100,244) $23,521,836 $(402,054)

Because the Cooperative has the ability and intent to hold these investments until a recovery of fair value, which may be maturity, the Cooperative does not consider these investments to be other-than-temporarily
impaired at December 31, 2005. Individually, none of the investments that have unrealized losses greater than 12 months are significant to the financial statements.

C. Nuclear Fuel –
The cost of nuclear fuel is amortized to steam and other power generation expenses based on the quantity of heat produced for the generation of electric energy. Such amortization was $1,949,071 and

$2,073,217 for 2005 and 2004, respectively.

D. Land Held for Future Use –
In 2005, the Board of Directors concluded that a site in Western Iowa held in trust by Allied Power Cooperative for Corn Belt Power would not be used in the future for a new power plant. In December, the land 

was sold at auction resulting in a receivable of $4,741,360 from Allied Power Cooperative. A gain on the disposition of the property of $1,763,695 was recorded.
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December 31, 2005 and 2004

E. Deferred Refueling Costs – 
The Cooperative defers extraordinary operation and maintenance expenses incurred during refueling outages of DAEC. DAEC nuclear refueling occurs every two years and occurred in March 2005. These deferred

costs are being amortized to expense based on the expected generation of the next fuel cycle which corresponds with the period the Cooperative is recovering these costs in its rates. Such amortization was $806,678
and $925,581 for 2005 and 2004, respectively.

F. Interest During Construction – 
Interest during construction represents the cost of funds used for construction and nuclear fuel refinement. The average rate was 4.9% and 4.6% for 2005 and 2004, respectively, and is based on the

Cooperative’s costs of financing.

G. Capital Lease – 
The Cooperative has a long-term lease agreement with the City of Webster City (Webster City) under which Webster City has agreed to provide certain generation and transmission facilities to the Cooperative.

In return, the Cooperative will pay a minimum charge which approximates the debt service on these facilities. The Cooperative has capitalized this lease and reflected it in electric plant and has reflected the related 
obligation as a capital lease obligation.

As of December 31, 2005, no additional debt is owed under the current capital lease. The Cooperative continues to operate certain Webster City generation and transmission assets and pay for the operation,
maintenance and capital additions associated with those assets. In the future, the Cooperative may request additional financing from Webster City for its share of capital additions to the combined system.

H. Income Taxes – 
The Cooperative believes that it is exempt from federal and state income taxes under sections 501(c)(12) of the Internal Revenue Code. Accordingly, no provision for income taxes has been included in the

Cooperative’s financial statements.

I. Statements of Cash Flows –
For the purpose of reporting cash flows, the Cooperative considers temporary cash investments purchased with a maturity of three months or less to be cash equivalents. Cash paid for interest was $7,607,739

and $5,597,208 for 2005 and 2004, respectively.

J. Cash and Cash Equivalents –
The carrying amounts of cash and cash equivalents of $116,843 and $769,983 at December 31, 2005 and 2004, respectively, approximate the fair value because of the short maturity of these investments.

K. Operating Revenues and Cost of Power – 
The Cooperative recognizes sales of electric energy and the related cost of electric energy produced or purchased when energy is delivered to customers.

L. Regulatory Matters – 
The Cooperative’s utility operations are subject to provisions of SFAS No. 71, “Accounting for the Effects of Certain Types of Regulation.” Therefore, its utility operations recognize the effects of rate regulation by

the Board of Directors and, accordingly, have recorded regulated assets to reflect the impact of regulatory items for which future rates will be increased to recover. The regulatory assets are included within deferred
charges on the balance sheet.

M. Emission Allowances –
The Clean Air Act established the requirement for fossil fuel electric generating plants to hold sulfur dioxide (SO2) emission allowances, which currently permit the owner of the allowance to emit one ton of SO2 for

each allowance. The Clean Air Act allocates a certain number of emission allowances to owners of fossil fuel generating plants and established an SO2 emission allowance trading program. Emission allowances that
have been granted to the Cooperative as a result of the Clean Air Act do not have any cost, and therefore, the use of these emission allowances does not result in expense. From time to time, the Cooperative will purchase 
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SO2 emission allowances to ensure an adequate number of allowances are held. The purchased allowances are combined with the allocated allowances to derive at an average allowance cost each year. Emission
allowances are charged to fuel expense as they are used in operations.

NOTE (3) INVESTMENTS AND NOTE RECEIVABLES:
The Cooperative has investments in the following:

2005 2004 
Obligations of the U.S. government and its agencies $        1,203 $ 7,248 
Common and preferred stock 179,946 178,738 
Funds held in trust 230,498 308,938 
Other investments 911,962 763,690 
Investment in NRUCFC 4,905,922 2,529,289 
Economic development loans 4,291,906 3,890,534 

$10,521,437 $7,678,437 

The above investments are included as follows in the accompanying balance sheets:

Investment in NRUCFC $ 4,905,922 $2,529,289 
Notes receivable 4,291,906 3,890,534 
Other investments 1,323,609 1,258,614 

$10,521,437 $7,678,437 

The Cooperative has an investment of $4,905,922 and $2,529,289, at December 31, 2005 and 2004, respectively, with the National Rural Utilities Cooperative Finance Corporation (CFC). This investment is required in
order to allow the Cooperative to borrow funds from CFC. The investment earns interest of 5% on $2,195,507 which matures between 2070 and 2080, 3% on $319,289 which matures between 2007 and 2025 and 4.88%
on $2,340,559 which matures in 2008. The remaining balance of the investment does not earn interest.

Notes receivable consist of notes to member cooperatives and other businesses to assist in economic development of qualifying industrial sites, speculative buildings, rural housing and certain joint venture projects.
Interest rates on these notes receivable range from 0% to 6%.

For investments in CFC, economic development loans and other associated organizations of $5,272,406 and $4,862,266 at December 31, 2005 and 2004, respectively, for which there were no quoted market prices,
a reasonable estimate of fair value could not be made without incurring excessive costs.

The fair value of the Cooperative’s other investments are based on quoted market prices for those or similar investments, where available. The carrying value of these investments approximate fair value as of 
December 31, 2005. The unrealized loss in market value of other investments totaled $7,574.

NOTE (4) DEFERRED PATRONAGE DIVIDENDS AND OTHER EQUITIES:
In accordance with the Iowa Code, the Board of Directors is required to allocate a portion of the current year’s net margin to statutory surplus until the statutory surplus equals 30% of total membership capital. No addi-

tions can be made to statutory surplus whenever it exceeds 50% of total membership capital. The Board of Directors appropriated $273,000 of the 2004 net margins to statutory surplus; however, in 2005, an appropriation
was not required.

The equity designated “Reserve for contingent losses” in the Statements of Deferred Patronage Dividends and Other Equities is an appropriation of equity by the Board of Directors. The Board of Directors appropriated
$69,087 and $1,565,148 of the 2005 and 2004 net margin to reserve for contingent losses. There is no statutory restriction of this equity.

Notes to Financial Statements
December 31, 2005 and 2004
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The Board of Directors is permitted by the Iowa Code to allocate the current year’s net margin to deferred patronage dividends upon meeting certain requirements and is required to make such allocations if the net
margin for the year exceeds specified maximums. The Board of Directors has appropriated $500,000 and $1,500,000 of the 2005 and 2004 net margins to deferred patronage dividends. Deferred patronage dividends are
to be paid in the future as determined by the Board of Directors.

Under the conditions of the Cooperative’s mortgages, deferred patronage dividends cannot be retired without approval of the RUS and the CFC unless the remaining equity meets certain tests. The Cooperative did not
meet these tests at December 31, 2004 and 2005. However, the Cooperative received permission and retired $169,400 of the 1992 and $480,300 of the 1993 patronage dividends during 2005. No patronage dividends
were retired in 2004.

NOTE (5) SHORT-TERM DEBT:
The Cooperative has a line of credit with CFC in the amount of $12,000,000 of which $1,000,000 is available only in the event of a nuclear incident and $2,000,000 is available for use as a letter of credit.

At December 31, 2005, only $3,500,000 of this line of credit had been used at a variable interest rate of 6.10% on December 31, 2005, and is required to be repaid no later than December 31, 2006.

NOTE (6) LONG-TERM DEBT:
Long-term debt consists of mortgage notes payable to the United States of America acting through the RUS and the Federal Financing Bank (FFB), notes issued in conjunction with the issuance of pollution control 

revenue bonds, CFC financing, and notes borrowed through the USDA Intermediary Relending Program (IRP Notes). The Cooperative applied for the IRP Notes in 1999, 2000 and 2005 and received the proceeds in 2000,
2001, 2004 and 2005. The proceeds of these IRP Notes are then lent to other eligible businesses within certain approved counties in the Cooperative service area. Substantially all the assets and all rent, income, revenue
and net margin of the Cooperative are pledged as collateral for the long-term debt of the Cooperative, except for IRP Notes, which are not secured by assets of the Cooperative. Long-term debt is comprised of:

2005 2004 
Mortgage notes due in quarterly installments:

RUS 2%, due 2006-2008 $ 1,275,702 $ 2,384,135 
FFB 4.5%-10.7%, due 2006-2027 103,158,049 92,573,634 
CFC 2.725%-6.125%, due 2006-2020 18,222,039 16,533,248 

122,655,790 111,491,017 

Pollution control revenue bonds – 6.125%, due 2006-2007 545,000 795,000 
CFC interim loan – 6.25%, due 2006-2008 25,379,000 9,000,000 
USDA Intermediary Relending Program – 0%-1%, due 2006-2029 1,569,903 1,338,350 

$150,149,693 $122,624,367 

Maturities of long-term debt for the next five years are as follows: Year Maturity
2006 $17,908,073 
2007 8,851,436 
2008 24,916,059 
2009 8,840,635 
2010 9,097,609 

Thereafter 80,535,881 
$150,149,693 
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In 2002, the Cooperative entered into an interim loan agreement with CFC. The CFC interim loan allows the Cooperative to borrow up to $17,000,000 to fund construction commitments of which $9,000,000 had been
drawn as of December 31, 2005. In 2004, the Cooperative entered into a second interim loan agreement with CFC. The CFC interim loan allows the Cooperative to borrow up to $64,000,000 to fund construction commit-
ments of which $16,379,000 had been drawn as of December 31, 2005. It is expected both these loans will be repaid upon receiving long-term financing from RUS.

Based on the borrowing rates currently available to the Cooperative for debt with similar terms and maturities, the fair value of the long-term debt was $95,258,377 and $77,107,372 at December 31, 2005 and 2004,
respectively. Restrictive covenants required the Cooperative to set rates that would enable it to maintain a times interest earned ratio (TIER) of 1.05 and a debt service coverage (DSC) of 1.0 on average in at least two out of
every three years. As of December 31, 2005 and 2004, the Cooperative was in compliance with its covenants on long-term debt, including financial ratios.

In June 2004, the Cooperative refinanced its 5% RUS notes with the CFC. The new notes come due between 2006 and 2020, with interest rates ranging from 2.725% to 6.125%.
During 2005, the cooperative borrowed $15,471,000 to finance transmission construction with rates ranging from 4.505% to 4.595%.
The USDA requires all IRP loans to be fully insured. The Cooperative maintains IRP accounts with Bank Iowa. In October 2005, Bank Iowa entered into an agreement with UMB Bank and pledged a $500,000 security in

the form of a Repurchase Agreement to guarantee the IRP accounts in the case of default. The Cooperative does not incur any expenses related to this agreement as all expenses are paid by Bank Iowa. The maturity date of
the agreement is September 2012.

NOTE (7) COMMITMENTS AND CONTINGENCIES:
Total construction expenditures for 2006, including expenditures for the jointly owned units, are estimated to be $42,406,640, of which $2,851,000 is for the purchase of nuclear fuel at DAEC.
In 2002, the Cooperative entered into a joint ownership agreement with several other utilities, cooperatives and municipals to construct a coal-fired facility with a planned capacity of at least 750 megawatts. The

Cooperative is expected to have a 5.33% undivided interest in the plant. The Cooperative’s cost to construct the plant is estimated to range from $65,000,000 to $72,000,000. As of December 31, 2005, approximately
$31,809,000 has been expended and is included in construction work in progress in the accompanying balance sheets. The plant is expected to be put in service during 2007.

In 2002, the Cooperative entered into a power purchase agreement to purchase 11.49% of the monthly generation from the Hancock County Wind Energy Center up to 11.22 megawatts. This agreement is effective
through December 31, 2022, and rates are firm for the life of the contract.

The Cooperative and MidAmerican Energy Company have an agreement wherein the cheapest power source between the two companies is used to meet the total area load requirement. This agreement can result 
in the Cooperative being either a net producer or receiver of power in any one month. During the last few years, however, the Cooperative has generally been a net receiver of power. In April 2003, MidAmerican gave the
Cooperative notice of its intent to terminate the dispatch agreement. The Cooperative and MidAmerican reached an agreement in October 2004 whereby interchange between the parties will be at market-based rates.
The Cooperative will also be responsible for purchasing power to cover its unit outages and can also purchase other blocks of power as desired.

NOTE (8) JOINT PLANT OWNERSHIP:
Under joint-ownership agreements with other utilities, the Cooperative had undivided interests at December 31, 2005, in four electric generating units as shown below:

Wisdom Council
Unit 2 Neal #4 Bluffs #3 DAEC

Total electric plant $17,906,595 $46,116,437 $14,603,569 $95,761,243 
Accumulated depreciation $ 887,219 $33,236,707 $ 9,908,975 $61,812,997 
Unit accredited capacity (MW) 79 644 690 592 
Cooperative’s share (%) 50% 11.3% 3.8% 10%

Notes to Financial Statements
December 31, 2005 and 2004
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Each participant provided its own financing for its share of the unit. The Cooperative’s share of direct expenses of the jointly owned units is included in the operating and maintenance expenses on the Statement of
Revenues and Expenses.

During 1991, the Cooperative, one of its members, North Iowa Municipal Electric Cooperative Association (NIMECA), and the City of Grundy Center (the City), a NIMECA member, entered into a long-term lease agree-
ment for the use by the City of two megawatts of the Cooperative’s capacity in the Neal #4 generation facilities. The Cooperative will continue to act as the Neal #4 partner on behalf of the City. The above plant statistics have
been reduced to reflect the agreement.

In 2001, the Cooperative entered into a joint ownership agreement with Basin Electric Power Cooperative to construct an 80-megawatt, natural gas-fired peaking facility adjacent to the Cooperative’s Wisdom Station.
The Cooperative has a 50% undivided interest in the plant. The plant was put in service in April 2004.

NOTE (9) ASSET RETIREMENT OBLIGATION:
The Cooperative adopted SFAS No. 143, “Accounting for Asset Retirement Obligations” on January 1, 2003. SFAS No. 143 provides accounting requirements for the recognition and measurement of liabilities associated

with the retirement of tangible long-lived assets. Under the standard, these liabilities will be recognized at fair value as incurred and capitalized and depreciated over the appropriate period as part of the cost of the related
tangible long-lived assets.

SFAS No. 143 required the Cooperative to recognize and estimate the liability for its 10% share of the estimated cost to decommission DAEC. SFAS No. 143 requires the recognition of the present value of the asset
retirement obligation the Cooperative incurred at the time it was placed into service in 1974. On January 1, 2003, the Cooperative recorded an asset retirement obligation of $54,696,000. In addition, it increased the property
and equipment balance, net of accumulated depreciation, by $4,214,000. These amounts were estimated based on the calculation guidelines of SFAS No. 143. The Cooperative also established a regulatory asset for
$34,284,964, which represents the accretion of the liability since 1974 and the increased depreciation expense associated with the increase in plant. This asset will be recovered from the Cooperative’s members in future rates.

The scope of SFAS No. 143 as it relates to the Cooperative includes decommissioning costs for DAEC. A reconciliation of the changes in the asset retirement obligations is depicted below:

2005 2004 
Balance at January 1 $64,097,000 $57,431,000 
Accretion expense 3,205,000 3,224,000 
Revision in estimated liability 0 3,442,000 
Balance at December 31 $67,302,000 $64,097,000 

In March 2005, the Financial Accounting Standards Board (FASB) issued FASB Interpretation No. 47, “Accounting for Conditional Asset Retirement Obligations,” which establishes a liability for the fair value of a legal 
obligation to perform asset retirement activities that are conditional on a future event if the amount can be reasonably estimated. Management has determined that FIN 47 will not have a material impact on the financial
statements of the Cooperative.

NOTE (10) NUCLEAR INSURANCE PROGRAM:
The Cooperative, under the provisions of the Price-Anderson Amendments Act of 1988 (the 1988 Act), has the benefit of $10.8 billion of public liability coverage. The coverage consists of $300,000,000 of insurance

and $10.5 billion of potential retroactive assessments from the owners of each commercial nuclear power plant. Under the 1988 Act, for losses relating to nuclear accidents in excess of $300,000,000, each nuclear reactor
may be assessed a maximum of $70,400,000 per nuclear incident, payable in annual installments of not more than $7,000,000. The Cooperative’s assessment on its 10% ownership in DAEC may be up to $7,040,000 per
nuclear incident with a maximum of $700,000 per year. These limits are subject to adjustments for inflation in future years. Existing nuclear power plants, including DAEC, are covered under the insurance system of the 1988
Act for the remainder of their operating lives.
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Pursuant to provisions in various nuclear insurance policies, the Cooperative could be assessed retroactive premiums in connection with future accidents at a nuclear facility owned by a utility participating in the particu-
lar insurance plan. In addition, the Cooperative could be assessed annually $2,220,000 related to coverage for excess property damage if the insurer’s losses relating to an accident exceed its reserves. While assessment
may also be made for losses in certain prior years, the Cooperative is not aware of any losses in such years that it believes are likely to result in an assessment.

In the unlikely event of a catastrophic loss at DAEC, the amount of insurance available may not be adequate to cover property damage, decontamination and premature decommissioning. Uninsured losses, to the extent
not recovered through rates, would be borne by the Cooperative and could have a material adverse effect on the Cooperative’s financial position and results of operations.

NOTE (11) NATIONAL ENERGY POLICY ACT:
The Federal National Energy Policy Act of 1992 requires owners of nuclear power plants to pay a special assessment into a “Uranium Enrichment Decontamination and Decommissioning Fund.” The assessment is

based upon prior nuclear fuel purchases. The remaining liability is estimated at $150,312 on December 31, 2005. A corresponding deferred charge was set up for the total assessment of $1,814,613 which is being 
amortized over a 15-year period, beginning in 1992. As of December 31, 2005 there was $271,585 of the total assessment left to be amortized.

NOTE (12) BENEFIT PLANS:
The Cooperative participates in the National Rural Electric Cooperative Association (NRECA) Retirement & Security Program (the Program). The Program is a defined benefit pension plan qualified under Section 401 

and tax exempt under Section 501(a) of the Internal Revenue Code. The Cooperative recorded a total current period service cost to the Program of $805,233 and $736,202 for 2005 and 2004, respectively. In this multiple-
employer plan, which is available to all NRECA member cooperatives, the accumulated benefits and plan assets are not determined or allocated separately by individual employer. The Cooperative also provides a 401(k) 
plan, available to all employees, with the Cooperative matching 40% of the employees’ contributions up to 5% of the employees’ wages. At December 31, 2005 and 2004, the Cooperative contributed $98,689 and $93,
141, respectively, to the 401(k) plan.

NOTE (13) NIMECA COMBINED TRANSMISSION SYSTEM:
In 1989, the Cooperative and one of its members, NIMECA, entered into a joint transmission agreement which allows several members of NIMECA an individual undivided ownership interest in and access to the

Cooperative’s transmission system. The Cooperative will continue to operate and maintain the system. NIMECA members will reimburse the Cooperative for the proportionate share of operating expenses of the system and
will contribute proportionately for all future capital additions of the system. The reimbursement of the 2005 and 2004 operating expenses were $583,269 and $461,905, respectively, and were recorded as other operating
revenues. Additionally, the Cooperative and NIMECA entered into a capacity sharing agreement which provides for the sharing of generating resources through at least 2009.

NOTE (14) CLEAN AIR ACT:
The 1990 Clean Air Act (Act), as amended, made significant reductions in the amounts of sulfur dioxide (SO2) and nitrogen oxide (NOx) emissions allowed on an annual basis nationwide. The Cooperative’s coal-fired 

generating stations are in compliance with the standards established by Phase I and Phase II of the Act. In January of 2002, the Cooperative submitted a final alternative emissions limit petition for NOx emissions for the
Wisdom Unit 1 Generating Station.

In March of 2005, the EPA issued the Clean Air Interstate Rule (CAIR) and the Clean Air Mercury Rule (CAMR). CAIR will permanently cap emissions of SO2 and NOx in the eastern states. CAMR will permanently cap
emissions of mercury from all coal-fired power plants. When fully implemented, CAIR will reduce SO2 emissions by over 70% and NOx emissions by over 60% from 2003 levels in the states affected. Likewise when fully
implemented, CAMR will reduce mercury emissions in the United States by nearly 70%. The Cooperative believes that the combination of the costs for the required capital investments, increased operational expenses, and
purchase of emission allowances resulting from these new regulations will be significant.

Notes to Financial Statements
December 31, 2005 and 2004
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TO THE BOARD OF DIRECTORS OF CORN BELT POWER COOPERATIVE:
We have audited the accompanying balance sheets of Corn Belt Power Cooperative (a cooperative association incorporated in Iowa) (the Cooperative) as of December 31, 2005 and 2004, and the related statements of

revenues and expenses, cash flows, deferred patronage dividends and other equities, and comprehensive income for the years then ended. These financial statements are the responsibility of the Cooperative’s management.
Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the circum-
stances, but not for purpose of expressing an opinion on the effectiveness of the Cooperative’s internal control over financial reporting. Accordingly, we express no such opinion. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Corn Belt Power Cooperative as of December 31, 2005 and 2004, and the results of its operations
and its cash flows for the years then ended in conformity with U.S. generally accepted accounting principles.

KPMG LLP
Kansas City, Missouri
March 13, 2006

Independent Auditor’s Report
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