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Forward looking statement 

Any statements contained in this presentation and statements that ALLETE, Inc. representatives may make orally in connection with this 

presentation 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, Inc. with the Securities and Exchange Commission. 

 

ALLETEôs presentation and other communications may include certain non-Generally Accepted Accounting Principles (GAAP) financial 

measures. A "non-GAAP financial measure" is defined as a numerical measure of a company's financial performance, financial position or 

cash flows that excludes (or includes) amounts that are included in (or excluded from) the most directly comparable measure calculated and 

presented in accordance with GAAP in the company's financial statements. See page 55 in this report for a reconciliation of GAAP reported 

results to pro forma results. 

 

Non-GAAP financial measures utilized by the Company may include presentations of earnings (loss) per share and earnings 

before interest, taxes, depreciation and amortization. ALLETE's management believes that these non-GAAP financial measures provide 

useful information to investors by removing the effect of variances in GAAP reported results of operations that are not indicative of changes 

in the fundamental earnings power of the Company's operations. Management believes that the presentation of the non-GAAP financial 

measures is appropriate and enables investors and analysts to more accurately compare the company's ongoing financial performance over 

the periods presented. 

 

This presentation was prepared as of April 11, 2018, and ALLETE, Inc. assumes no obligation to update the information or the forward-

looking statements contained herein. The 2018 outlook contained herein was provided on February 15, 2018. 

2 

For more information, contact: 

Vince Meyer 

Director, Investor Relations and Treasury 

(218) 723-3952 

vmeyer@allete.com 

 

Visit our website at www.allete.com 

 

mailto:vmeyer@allete.com
http://www.allete.com/


ALLETE IS AN ENERGY COMPANY 

PROVIDING SUSTAINABLE SOLUTIONS 

FOR FUTURE GROWTH 
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Our family of businesses is well positioned to support 
societal expectations, regulation and resource scarcity 

requiring sustainable energy solutions. 



The challenges of climate change are real, complex, interrelated, and urgent 

ÅALLETE Strategy:  Energy-Water Nexus ï delivering a cleaner, more efficient energy future   

ÅMinnesota Power/SWL&P:  EnergyForward = 40% Renewables and 30% CO2 reduction by 2025 

ÅALLETE Clean Energy:  ALLETE = 4th largest investor in renewables as a percentage of market cap 

ÅU.S. Water:  water scarcity, conservation, and re-use 

Bridging the opportunity gap to help people and communities thrive 

Å$1 million in annual giving 

ÅYellow Ribbon Company ï recognized for strong support of military-connected employees & families 

Values-based culture and best-practice governance 

ÅDemonstrated commitment to diversity and best practice by Board of Directors and leadership 

ÅStrategy provides enduring value for all of our stakeholders 

    
At ALLETE, we recognize that impacts from human activity, including 

climate change, are real, complex, and interrelated.  We are committed to 

answer the call to transform  the nationôs energy and water landscape 

through innovative and sustainable solutions.  

Environmental, Social and Governance: 

Sustainability is an ALLETE value 
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The Rajala Woods forest legacy initiative 
is one example of how ALLETE 
demonstrates its core value of 

environmental stewardship. 

Employees across ALLETE give back to 
the community. 

The ALLETE board of directors 
People, culture and leadership are what 

set us apart from others. 

A sustainable future: 

planet, people and prosperity 

5 

www.allete.com/Sustainability 

The transformation to a clean energy 
future with its smartphones, electric 
vehicles, smart buildings, solar panels 
and wind turbines also requires the 
responsible use of natural resources such 
as precious metals and the taconite used 
in steel-making that is supplied by some 
of the industries we serve. The journey to 
sustainability depends upon responsible 
use of natural resources, environmental 
stewardship, and an affordable and 
reliable supply of energy. 

Our grants have resulted in millions of 
dollars for projects and programs in areas 
of arts and culture, community 
enrichment, education, and health and 
human services. Our employees 
volunteer thousands of hours each year 
to make a meaningful difference in the 
lives of others and our recognition. 

For more than 100 years, ALLETE has 
prospered in the face of diverse 
challenges. A solid foundation built from 
financial strength, a culture of integrity 
and operating excellence has delivered 
sustainable results. The boardôs 
Corporate Governance Guidelines reflect 
the belief that good corporate governance 
is a competitive advantage and drives 
superior performance. Diversity is valued 
in the boardroom and throughout the 
company, and we have earned national 
and regional recognition for our 
commitment to women leaders. 

http://www.allete.com/Sustainability


Energy Infrastructure & 

Related Services 

ALLETE has a compelling business mix 

Generates, transmits and 
distributes electricity in a 
26,000 square mile region of 
northern Minnesota rich in 
natural resources 

Provider of electric, natural gas 
and water service in 
Northwestern Wisconsin 

8% ownership: ATC owns and 
operates the electric 
transmission system in portions 
of Wisconsin, Michigan, 
Minnesota & Illinois 

Leverages industry knowledge 
and innovation to bring clean 
energy to customers across 
North America 

Specializes in developing, 
acquiring, constructing, 
managing and optimizing clean 
and renewable energy projects 

Provides integrated water 
management, combining 
chemical, equipment, 
engineering and service 
options for customized 
solutions to reduce water use, 
save energy and improve 
efficiency 

Operates a lignite mine near 
Center, North Dakota, 
producing about 4M tons 
annually, under a long-term 
cost-plus fixed-fee arrangement 
to 2037 
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Regulated 

Net income from Regulated Operations is expected to be 

approximately 80% of consolidated income in 2018. 



ALLETE is an attractive investment with a 

unique value proposition 

7 

* Defined as earnings growth plus dividend yield 

Regulated, contracted or 
recurring energy revenues 

Strong and growing cash 
flow from operations 

Solid balance sheet and 
credit ratings 

Sustainable energy/water 
solutions 

Multi-faceted earnings 
growth potential 

Attractive and 
growing dividend 

Financial Targets 

Annual total shareholder return* 9 - 10% 

Consolidated average annual earnings growth 5 - 7% 

Consolidated payout ratio 60 - 65% 

Long-term dividend growth align with earnings 



ALLETEôs growth mindset and cultural 

attributes create value 

Invest in 
businesses we 

know 

Leverage 
competencies 
and skillsets 

Maximize 
synergies 
between 

businesses 

Maintain 
financial 
discipline 
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Superior returns to 
shareholders 

Exceeding cost of 
capital results in 

success for individual 
businesses 

Employee 
engagement and 

development 

High customer 
satisfaction 



ALLETEôs differentiated growth outlook 
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$2.39*  

$3.19*  
$3.35  
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2011 2017 2018 (mid-point) Future

(pro forma EPS, see page 2 & 55)* 

Average 

annual 

long-term 

growth 5-7% 

2012-2017 

CAGR: 

4.14% 

Key components of average annual long-term EPS growth expectations of 5 percent to 7 percent 

ÅRegulated Operations segment to grow average annual ~3-4%  

ÅEnergy Infrastructure and Related Services segment to grow average annual ~15%  

$0
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$4
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2017 2018 2019 2020 2021 2022

Base Plan 

Energy Infrastructure & Related Services* 

Regulated Operations 

Corporate & Other 

EPS EPS 

ALLETE is and will remain predominantly regulated. 

*consists of ACE and U.S. Water, including Clean Energy #1, South Peak, plus 2 additional ~100 MW projects in service 2021 



74% 
71% 71% 

66% 66% 66% 66% 67% 

$1.78  $1.84  $1.90  $1.96  $2.02  $2.08  $2.14  
$2.24  

$0.00

$0.50

$1.00

$1.50

$2.00

$2.50

$3.00

2011 2012 2013 2014 2015 2016 2017 2018* 2019 2020 2022

Payout Ratio Dividend Amount

(pro forma) 

Payout ratio 

60-65% 

ALLETE anticipates long-term 

dividend growth 
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In January of 2018, the ALLETE Board of Directors 
increased the annual common stock dividend by 4.7%, from $2.14 to $2.24 per share. 

ALLETE has paid common stock dividends consecutively since 1950. 

*based on midpoint of 2018 earnings guidance 
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Taconite Tons Dividend

Dividend growth 

through business cycles 
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Actual taconite tons are from the MN Department of Revenue reports on taxable production. 
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42% 42% 

2017 projected 2018

Debt to Capital Ratio 

ALLETE will maintain its financial 
discipline as it executes on its strategy 

Credit Ratings 

 Issuer Credit 

Rating 

Commercial 

Paper 

Standard & 

Poorôs 
BBB+ A-2 

Moodyôs A3 P-2 
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Regulated, contracted or recurring revenues are consistent 
with our risk profile and business investment thesis. 

V ALLETE companies carry appropriate 

capital structures to support consolidated 

investment grade credit ratings 

V Maintain a solid investment grade credit 

rating 

V 60-65% dividend payout ratio 

V Business segments must exceed their 

cost of capital and support the dividend  

In February 2018, Standard & Poorôs and Moodyôs revised 

their credit outlook to negative. Their issuer ratings for 

ALLETE were affirmed. 

Financial Discipline in Action 

 



Financing investment growth 2018 - 2022 

Access to tax 
equity partners 

Line of credit 
$400M 

Strong cash flow 
from operations 

Limited equity 
needs 
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($ in millions) 

Financing Activities - Base Plan 

 

Additional Growth 

 
+ Cash from new operations 

+ Tax equity 

+ Potential PIE/DRIP 

*supports capital expenditure table on page 57, includes South Peak project 

 $1,670  

 $1,160  

 $330  

 $180  

$0

$500

$1,000

$1,500

$2,000

Cash from
operations less

dividends

Debt Tax Equity Base Capital
Plan*



2017 

Remeasurement Impact 

2018 

Impact 

Regulatory 

Liability Net* 

Income Tax 

Benefit 

(Expense) 

Regulatory 

Liability Net* 

Income Tax 

Benefit 

(Expense) 

Regulated Operations (excess deferred taxes) $310* ½ ½ ½ 

Regulated Operations (annual impacts) ½ ½ $20 ½ 

Energy Infrastructure and Related Services  ½ $32.8 ½ $5.8 

Corporate and Other ½ ($19.8) ½ ½ 

Consolidated net income impact $13.0 $5.8 

Consolidated tax reform impacts 

On March 2, 2018, Minnesota Power submitted its initial filing to the MPUC regarding the Commissionôs investigation 
into the effects of the 2017 Tax Reform. 

ÅMinnesota Power proposed to use the tax benefits as an offset to other regulated costs, to the extent Minnesota Power 
is able to earn its ROE; the remainder of the tax benefits would be passed back to the customers through a rider. 

ÅThe Department of Commerce proposed to shorten lives of Boswell Units 3,4 and common facilities to 2035, from 2050 
as approved in recent rate case. 
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*Nearly all excess deferred taxes subject to the normalization method of accounting. Amount is subject to change as 

additional clarification and implementation guidance is received of interpretation of Tax Reform. 

EPS 25¢ 

($ millions) 

EPS 10¢ 



ALLETEôs 2018 guidance highlights 

ALLETE 2018 earnings guidance range $3.20 - $3.50 

Regulated Operations $2.45 - $2.65 

Energy Infrastructure & Services / Corporate & Other $0.75 - $0.85 

ÅAdditional cost recovery rider revenue from GNTL capital investments 

ÅAnnual industrial sales of ~7.0 ï 7.5M MWh, ~39M tons of taconite 

ÅOperating and maintenance expense slightly lower than 2017 

Regulated Operations 

ÅExpected total wind generation of 1.4M MWh 

Å~$5M PTC credits generated from Storm Lake 1 & 2 and Lake Benton wind facilities 

ÅSale for $85M of 50 MW wind energy facility to MDU 

ALLETE Clean Energy 

ÅRevenue growth 8%, 2018 revenues of $180 - $190M expected 

ÅEBITDA of approximately 12% of revenues 

ÅCash flow from operations at $15M, up from $12M in 2017 

U.S. Water Services 
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REGULATED UTILITY 

BUSINESSES 
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Regulated businesses 

serve a resource rich 

economy 

ÅNatural Resource Rich Minnesota 
Å Largest producer of iron ore in the United 

States 
Å Decades of saleable reserves 

ÅOne of the largest undeveloped mineral 

deposits in the world 
Å 2nd - 3rd largest copper, nickel and precious 

metals deposits 

Å 5th largest producer of mineral value in 

the United States 
Å Taconite iron ore, sand, gravel and stone 

Å 17.4 million acres of forestland 
Å Serves timber, paper, and wood product 

industries 

ÅEnergy Rich North Dakota 
ÅRanked 9th in the nation in wind energy 

potential 

ÅMinnesota Powerôs 500-mile DC line has 

upgrade potential 

ÅEnergy Rich Canada 
Å 2nd largest producer of hydroelectricity 

Å 5th largest producer of oil and natural gas 

ÅAbout half of Canadaôs 3 million barrels of 

oil per day pass through the Superior, 

Wisconsin terminal 
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$2.6 

$2.1 

Total MP MN
Jurisdictional

2017 
Rate Base 
($ in billions) 

ÅRate increase of $13M / EITE discount of 
$15M expected 

Å9.25% return on equity 

Å53.81% equity ratio 

Å Interim rate reserves 

ÅBoswell 3 & 4 and common extend to 2050 

Minnesota Power request 
ÅRate increase of ~$55M 

Å10.25% return on equity 

Å53.81% equity ratio 

Å Interim rates revised to ~$32M 

ÅBoswell Energy Center extend to 2050 

MPUC decision 
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Initial order setting forth the Commission's decision was received March 12, 2018. 

Minnesota Power is currently reviewing this order for potential reconsideration of certain items. 

Minnesota Power rate case update 

Q1 

ÅWritten order issued 
(March 12) 

Q2 

ÅRequests for reconsideration 
filed April 2 

ÅMPUC hearing on 
reconsideration 

ÅMPUC order on 
reconsideration 

Q3 

ÅMP submits its compliance 
filing (30 days after MPUC 
final order) 

 

Q4 

ÅFinal rates in effect (or date 
set by MPUC in approving 
compliance filing) 

ÅInterim rate refunds 
(or Q1 2019) 



Regulatory overview 
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Minnesota Public Utilities Commission (MPUC) 

Nancy Lange (Chair) D March 4, 2013 January 7, 2019 

Dan Lipschultz D February 14, 2014 January 6, 2020 

John Tuma R February 2, 2015 January 4, 2021 

Matt Schuerger I February 1, 2016 January 3, 2022 

Katie Sieben D January 23, 2017 January 23, 2023 

Constructive Regulatory 
Framework/Outcomes 

+ Forward test year 

+ Interim rates 

+ Current cost recovery riders 

+ Fuel adjustment clause 

+ Conservation Improvement Program (CIP) 

+ North Dakota ITC reconsideration 

Rate Case Outcome 

+ Boswell depreciation extension 

+ EITE revenue neutral 

+ Capital structure 

ī ROE 9.25% allowed (XEL 9.20%, OTTR 9.41%) 

ī Disallowance of certain expenses 

ī Disallowance of pension asset 

ī ARRM 



Minnesota Powerôs path to 

earning allowed ROE 

Expense management 

Boswell 1 & 2 closure 

Customer load 

Rate case reconsideration 

Pension asset recovery 
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Target - 9.25% 
return on equity 

100 basis points 
improvement 

~$20M pre-tax 

~8.25% 

2018 2019 

9.25% 

Tax reform filing 

with MPUC 



Balanc ing Rel iab i l i ty,  Affordabi l i ty and Env i ronmenta l  Stewardship  

Minnesota Powerôs unique load requires 

balanced and diversified energy sources 
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Environmentally Compliant 
Boswell 

Bison 1-4 

NTEC 

Other 

Other 

Supports Additional Renewables 

~~~~~~~~~~~~~~~~~~~~~~~~~~ 
MP 

Load 

2005 ~10% renewable             2017 = 30% renewable             2020 ~40% renewable 



                      

Retire 135 MW 
Boswell Units 1& 2 

by end of 2018 

~$330M 
Great Northern 

Transmission Line 
(2017-2020) 

 
Manitoba Hydro 

PPAs 
(2020+) 

250 MW wind 
20-year PPA 

2020 
(option to purchase) 

Mandate of 1.5% 
solar energy 

by end of 2020 

~$350M 
NTEC 

proposed 
~250 MW natural 

gas combined-cycle 
 by 2025 
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ÅNTEC/renewable-enabling natural gas plant 
Å To be owned by ALLETE non-regulated subsidiary 

Å July 2018 natural gas PPA recommendation from ALJ 

Å 2nd half of 2018 MPUC decision related to PPA recommendation 

Å 2022 construction of NTEC gas plant begins 

 

Assuring reliability, protecting affordability 

and further improving environmental 

performance 


