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ALLETE

Moderator: Al Hodnik
February 15, 2013
10:00 a.m. ET

Good day, ladies and gentlemen, and welcorhe #®LLETE fourth-quarter
2012 financial results conference call.

At this time, all participants are in a listen-onlgae. Later, we will conduct
a question and answer session and instructions will fadiotlat time. If any
one should require assistance during the conference, plesssestar then
zero on your touchtone telephone. As a reminder, tmfecence call is being
recorded.

Certain statements contained in this conferencelelidre not descriptions
of historical facts are forward-looking statements saagterms defined in the
Private Securities Litigation Reform Act of 1995. Becasiseh statements
can include risk and uncertainties, actual results nfégr dnaterially from
those expressed or implied by such forward-looking statement

Factors that could cause results to differ materfedign those expressed or
implied by such forward-looking statements include, buhatdimited to,
those discussed in filings made by the Company with the Beswand
Exchange Commission. Many of these factors thatdetiérmine the
Company's future results are beyond the ability of manageimeonntrol or
predict. Listeners should not undo — should not place uredag&ce on
forward-looking statements which reflect managementis vigly as of the
date hereof.
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The Company undertakes no obligation to revise or updattamsgrd-
looking statements or to make any other forward-lookinggstant, whether
as a result of new information, future events, or otiss.

For opening remarks and introductions, | would now likeita the call over
to ALLETE President and Chief Executive Officer, AlanHtbdnik (sic).
Please go ahead.

Thank you and good morning everybody. Joiningadayt is Mark Schober,
ALLETE's Chief Financial Officer.

This morning we reported ALLETE's year-end earnings reuit2012. For
the year, we earned $2.58 per share, which was near theamubef our
revised guidance range of $2.50 to $2.60 a share. We deliveyad stsults
in 2012 and look forward to continued earnings growth as we execut
strategies.

Beyond financial success, significant progress on ouifacgted multiyear
growth strategy was achieved. Minnesota Power's mingstbmers
experienced strong production levels in 2012, and we believev2l 12 just
as strong. Despite one of the warmest winter seasagasent memory,
Minnesota Power recorded the highest total kilowatt hdas &ver due to its
retail and municipal customers.

With respect to organic growth, Magnetation began ojp&mat two new
production facilities within Minnesota Power service tersi. Also, Essar
Steel Minnesota, which is served by one of our municipdaboers, the City
of Nashwauk, made significant construction progresssomettv taconite
processing facility.

In December we commissioned our Bison 2 and Bison 3 windrgéng
facilities. Combined with Bison 1, we now own and operaarly 300
megawatts of North Dakota wind generating capacity. Gowgrstrategic
positioning and the adaptability of our Bison location, weeexploring an
additional investment which | will comment on in a fewments.
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During 2012 we also announced our intent to retrofit our laxyesdtfired
facility, Boswell Unit 4. While regulatory approval Bquired, we estimate a
total investment between $350 million and $400 million willhtede to meet
state and federal environmental rules.

We also announced plans for a major new transmisisierlesigned to
deliver competitively priced carbon-free hydroelectriergy from Canada to
Minnesota Power's territory. This project, which weehaamed the Great
Northern Transmission Line, will be a strategic capitvestment for the
Company in the second half of this decade.

While | will talk more about this effort a little biater, we are very excited
about the Great Northern.

Solid 2012 results, strong execution of multifacetedesgias and overall
positioning resulted in ALLETE's Board of Directors nagsthe quarterly
dividend by 3.3 percent in January. This action is a téleof their
confidence in ALLETE's management team, of our longamntearnings
outlook, and our ongoing commitment to building value fou,your
shareholders.

It's an exciting time at ALLETE, and | will return éatwith further
observations on our outlook for 2013 and beyond. But fimgill turn the call
over to Mark, who will provide details on 2012 financialdark?

Thank you Al, and good morning everyone. uladviike to remind you that
we filed our 10-K this morning and | encourage you to reférfto more
details of our 2012 results. For the year, ALLETE earneti8her share on
net income of $97.1 million, compared to $2.65 per share oing@me of
$93.8 million in 2011. Total operating revenue for 2012 was $961liamil
compared to $928.2 million in 2011.

Excluding two nonrecurring items in 2011, an $0.08 per shaogrie tax
benefit and an $0.18 per share reversal of a deferredbéliy, ALLETE's
pro forma earnings were $2.39 per share in 2011.
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On a pro forma view, 2012 results were $2.58 per share ver89 . share

in 2011, an increase of eight percent. The year'stsesale at the upper end

of the Company's 2012 revised earnings guidance range of $2.50 to $2.60 per
share.

Income from ALLETE's Regulated Operations segment lwimcludes
Minnesota Power, Superior Water, Light and Power andnwesstment in the
American Transmission Company was $96.1 million in 2012 coadpaith
$100.4 million in 2011. As | mentioned a moment ago, net iecfam2011
included the recognition of a $2.9 million income tax bamefated to federal
health-care legislation and the reversal of a $6.2anillieferred tax liability
resulting from a rate case stipulation and settleragreement. Excluding
these two items, 2011 net income would've been $91.3 million.

Total 2012 Regulated Operations revenue increased $22.5 roWior2011.
Let me give you some of the contributing factors.

Cost recovery rider revenue increased $22.1 million dingteer capital
expenditures for our Bison and CapX2020 projects. Reveauoedur
municipal customers decreased $1.6 million, primarily due tiogbever
period fluctuations in the the annual true-up for actual passisions of the
contracts under formula-based rates.

Revenue decreased $1.1 million due to a 0.7 percent onextadtion in total
regulated utility kilowatt hour sales. The decreasmial kilowatt hour sales
was largely due to lower sales to residential custommetother power
suppliers.

Residential sales compared to 2011 were down slightly dueseasonably
warm weather during the first four months of 2012. Heatimgge®edays in
Duluth were approximately 22 percent lower than in trst four months of
2011. In addition, total kilowatt hour sales to other posugapliers decreased
9.3 percent from 2011. These decreases were partially biffs®ntinued
strong sales to our industrial customers which increasgegdercent over
2011.
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Transmission revenue increased $7.3 million primarily duggher Midwest
Independent Transmission System Operator, or MISO reyeasulting from
our investment in CapX2020.

Fuel adjustment cost recoveries decreased $1.7 milliotodowrer fuel and
purchased power cost attributable to our retail and municisabmers.

On the expense side, fuel and purchased power increasedi$®i or one
percent from 2011, primarily due to a $3.2 million increag@éncapacity
component of our Square Butte power purchase agreefmbatcapacity
component is not recovered through our fuel adjustmeunsela

Regulated operations, operating and maintenance expersasied $8.5
million or three percent from 2011, mainly due to highearsalbenefit, and
transmission expenses. Benefit expenses rose due & pgsion expense
resulting from lower discount rates. Transmission egps reflect increased
MISO expense. These increases were partially dffs&iwer plant outage
and maintenance expenses in 2012.

Depreciation expense increased $8.5 million or 10 perapdtinterest
expense was up $4 million or 11 percent, both directlybatible to the
capital investment program at our Regulated Operations.

This year's earnings from our investment in ATC weghtlly higher than
2011 results due to a larger investment balance in 2012.

Income tax expense rose by $7.2 million or 17 percent #0Hi, primarily
due to the nonrecurring tax benefits that we recordéqdas. As |
mentioned, 2011 included the recognition of a $2.9 million iretas benefit
related to federal health-care legislation and thersal of a $6.2 million
deferred tax liability resulting from a rate case sfpioh and settlement
agreement.

The Investments and Other segment reported net emcd®1 million
compared to a net loss of $6.6 million in 2011. The iner@a2012 was
primarily due to lower state tax expense and lowerastezxpense, partially
offset by increased business development expenses.
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Finally, our (largest) share balance was over laatyeue to funding our
capital investments, had a dilutive impact of $0.16 per gha2012.

In summary, we are pleased with our financial resaft2012. Our cash flow
was solid for the year, generating $239.6 million in casimfoperating
activities. Our balance sheet remains strong, and eeyebwe carried a 46
percent debt to capital ratio.

As disclosed late last year, we expect 2013 earningshpee to be in a range
between $2.58 and $2.78. We anticipate that our industriaroass will
continue to have strong electricity usage.

In December, our taconite customers' demand nominatidicated full
production levels for the first four months of 2013. We &spect an
increase in rider recoverable revenue and federal produetk credits related
to higher renewable investment balances and Minnesota Bammegoing
investment in CapX2020 transmission assets.

Rider recoverable capital investment will also begmoiur Boswell 4
environmental project, subject to regulatory approval, thatilhtalk about

in a moment. We project similar earnings results fBih Coal and Superior
Water, Light and Power and about the same net Io&ELETE Properties as
in 2012.

On the expense side we expect higher depreciation amdsihexpenses in
2013 due to ongoing capital investment. In addition, we ipatie an
effective tax rate of about 20 percent because of produietiocredits and we
expect $0.10 to $0.15 dilution from share issuances supportingoiteilc
investment program. Al?

Thanks Mark. ALLETE is an energy Company vaihitifaceted and
multiyear earnings growth opportunities. Organic growthamaswill
continue to provide topline revenue increases. Significgpitad investments
across several fronts will provide for continued ratsebgrowth. And we
remain disciplined and focused on other energy-centmastructure and
infrastructure service investment prospects.
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Before we take your questions, let me take a few mirtatepdate you on
organic growth, capital investment, and other strategic¢iposig aspects.

Minnesota's Iron Range is mineral rich, and Essal Blieaesota sits upon
an extensive and relatively high quality ore reserveoumDecember
earnings guidance, we assumed Essar would have minimaitioyaur
financial results until late in 2013. We expect they midlve toward full
production levels in 2014 that ultimately result in 110 meganatmore of
additional load for Minnesota Power.

On February 11, 2013, Essar announced a landmark 3.5 miliicanthual 10-
year pellet offtake agreement with ArcelorMittal. &ss also currently
exploring other strategic partnerships relative to the ptaxtuof direct
reduced iron or the production of steel slab, or botheit site in the 2015 or
later timeframe.

Magnetation, which started up two new facilities in 20&2ently announced
equipment additions that are under way at one of tlzesi@giés. This
expansion will result in an additional 3 to 5 megawattsledtric load.

A joint venture between AK Steel Corporation andglletation contemplates
building two new additional facilities with constructibkely to commence
this year. The first of these could come online ie @14, with the second
shortly thereatfter, to supply a new AK Magnetationgigillant under
construction in Indiana. These two new facilitiesud result in
approximately 20 megawatts of new load for Minnesota Power.

Our largest customer, United States Steel, has previaoslyunced plans to
restart an idle pellet line at its Keewatin Taconinpl United States Steel
has the necessary environmental permits and is workihgtia state to
extend them. That said, United States Steel continumsalgze project
economics and market conditions to select the right famamplementing
this exciting 60 megawatt expansion project.

Relative to nonferrous mineral mining developments, PoligM@bg-awaited
supplemental draft environmental impact statement, or SDE kxpected to
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be released during the second quarter of this year. Asglsuccessful
completion of the SDEIS process, plans are currentigldped for
completion of final environmental permitting activitiesate 2014.
Construction activities could commence thereatfter.

Recall Minnesota Power already has a 10-year contidtcPelyMet and
could begin to serve 45 megawatts or more of load ag &af015.

A few weeks ago, Minnesota Power announced its strategpirce plan
called Energy Forward. Energy Forward is a balanced agipaesigned to
ensure reliability, protect affordability and further impresteong
environmental performance. Energy Forward is our stratégj@n to
develop and deliver cleaner carbon-free resources, fugbace emissions
and reliance on coal, as well as the addition of nagisgeneration to the
mix around 2020.

As part of the plan, we are planning a $15 million congersif our 110
megawatt Laskin Energy Center from coal to natural gaskin then will be
our first all natural gas fueled peaking facility. We aisb retire Taconite
Harbor Unit 3 in 2015.

Energy Forward initiatives are subject to regulatory apgdroVhey will be
included in an integrated resource plan filing with the Mintee&ublic
Utilities Commission on March 1.

On the energy centric development front, | offerfdilewing. With respect
to renewable development, and the production tax credhgxin, we have
included $226 million in ALLETE's five-year plan. This accaufar at least
100 megawatts of additional wind generation in the 2016 to 20&fréime.

However, given the production tax credit extensiomndsota Power is
currently evaluating an acceleration of their investneterhaps begin in
2013. Naturally, ALLETE Clean Energy is also assesginguction tax
credit related build opportunities, and we will provideiyoore detail about
these energy-centric investment prospects and timingaas frm up.
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With respect to transmission, we have included $38anilielated to the
Great Northern Transmission Line in our five-year pl@reat Northern is
strategic for both Minnesota Power but also ALLETE lorigem. Minnesota
Power needs to deliver 250 megawatts of Hydro to its seetideory by
2020.

Minnesota Power and the American Transmission ComuardTC, are also
concurrently evaluating the joint development of a 343ik& from the Iron
Range to Duluth. Project costs and associated cosatdias are still to be
determined. But we anticipate we will be able to proviiditaonal clarity
this year.

Capital investments facilitated with ALLETE plans hdezn included in the
updated five-year table in the 10-K we filed this morning.

In summary, ALLETE's location at the intersectafrenergy-rich Canada and
energy-rich North Dakota, as well as in the hearhioferal-rich northern
Minnesota, positions it for multidimensional earnings gfowwVe look
forward to updating you further as we execute our plansnkshiar your
interest and thanks for your investment with us.

At this time, | will ask the operator to open up thedif@ your questions.

Thank you. Ladies and gentlemen, if you hayeeation at this time, please
press star one on your touchtone telephone. If youtiqondsas been
answered and you wish to remove yourself from the queueepiass the
pound key. Again if you have a question, please presthstaone.

Our first question comes from Paul Ridzon of KeyBaYiour line is open.

Congratulations on a solid year. Do yaiktiiour March 1 IRP will have
clarity on Bison 4?

Well, we've included obviously our renewable plaresbroader sense in the
Energy Forward thesis and will be included in the IRP stibmiRight now
we're obviously researching the turbine supply market. Watré@oking at
the notion of a request for proposal or RFP that wouldigoit in terms of
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providing our regulators with sort of a cost if you wilt,acost analysis that
we look more holistically at to build itself.

So, we're putting those kinds of things in place, PBuit the beauty of the
Bison situation in North Dakota of course, as you knevit;9 fully adaptable.
We have land under lease. We have the transmissibwaare very well
positioned to take advantage of this PTC extension.

So Paul, we are aggressively looking atpihertunities to accelerate Bison
4. We are excited about that, but we need to work thatigi. We need to
see the final IRS reg, exactly when we have to #tattconstruction, then we
need to work with regulators and customers, etc. to @ga'svight here. But
we're certainly excited about the opportunity.

March 1 could be a little soon. But we hope to haveesioimg out around the
end of the quarter, maybe even into the second quartexegbate moving as
quickly as we can.

Any updates on the Florida real estate nfarkety activity there?

Yes. We continue to look at our Florekl estate market. We are seeing
more activity, more folks looking, more inquiries inhetassets that we have
for sale. We anticipate, then, that we'll hopefullyabée to make some sales
later this year, but nothing concrete yet at the entleoféar into the first
quarter here.

Any sense of the magnitude of the salesr @s fthe percentage of acreage?
No. They would be pretty small at thisfpo time.

And then just in your discussions with austs, any — you sounded pretty
confident, but any signs that we could see some riskltadatinations for
the rest of the year?

Well, I don't anticipate any at this pointime. What we see in the auto
sector, certainly, remember again all of the taconitb@greatest percentage
of taconite — 95 percent or greater — ends up in the Gagat region. And
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so what we see in the auto sector right now, witbngfrdemand for autos, we
continue to see strong demand in fracking and steel pipthangs that go
with that.

So at this point in time, although we don't sit in thwiardrooms and, you
know, what not, we do have a strong relationship wigmth And we are
expecting strong production from our mineral customers #as.y

Thank you very much.

Thank you. Again if you have a question attithis, please press star one.
Our next question comes from Brian Russo of Ladenburghidral. Your
line is open.

Just curious. You quoted a $226 million costdditional wind. On 100
megawatts it seems kind of high, dollar per megawatspasd it seems like
it's a lot higher than what it costs you to build Bisd, 2, and 3. Maybe you
can just elaborate on that a little bit.

Specific to the site, where we're lookingt,aBrian so there may be
incremental transmission that's in there to conteettte grid. And it would
just be pricing — our estimate of pricing for turbines and tewet three
years. So it's just ordinary increases in costs. Se ttwsts could certainly
be different then, if we accelerate that projeat e 2013 timeframe.

OK, got you. And then will you guys evaluatelect bonus depreciation on
the construction of this windfarm if it's acceleratetd 20137

Sure we would, absolutely.
Do you know what kind of impact that could haverms of deferred taxes?

| don't have a number right now, butweald certainly have that for you as
we look at accelerating that project.

Remind me, did you take any bonus deprecatigison 1, 2, or 3?
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Yes we did. | think it was at 50 per@trihat point in time, and then up to
100 percent in earlier years.

OK, and then in the K, you guys disclogéak for the first time some
sensitivities around taconite production, and 1 milliondbange equates to
about negative — equates to about $0.03 of EPS. Could yddndsif walk
us through that calculation?

Yes. So what we looked at, Brian,ighé&srequest we've had from investors
is to try to get a feel for what happens as our tactoutgs fluctuate. So what
we've looked at is really what our standard contractsaack|ooking
historically as we — our taconite flexes up and down.t'Saot negative
$0.03. It's plus or minus $0.03.

Then the biggest driver there, and you will see thatimdisclosure, too, is
that that's assuming wholesale power market pricesegsitat the end of the
year. So we'll continue to revise that number up ormdaswe see material
changes in wholesale markets going forward.

Right, so it's essentially the loshefdemand charge or megawatt hours
related to the decrease of one million tons of prodocti

Correct, and then taking that power tick@taat very soft wholesale power
market prices today.

Right. Are there potential additiond@ts on cost-cutting?

Yes. And that's not included in the numb&o if it was — if you go back to
what happened in 2008, 2009 a significant decrease that woultielneled.
We would manage the business different. We would lockstttakeouts and
other opportunities. Those are not included in the number.

And ultimately, if there is long-term changes in producievels, that would
obviously entail some rate activity at some point infthare.
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OK, and also in the K you mentioned up to 6@awatts of industrial
demand currently in the pipeline. At what point willyneed to build new
generation to support the additional industrial demand?

Well, Brian, right now we're in pretty gopdsition. Recall, again, we
continue to build wind out of North Dakota. So if we buwk accelerated a
Bison 4 tranche, depending on the size of that, of coue&thave that in the
mix.

We've talked and looking at the type of load, for exantpdsar Steel — if they
did get to advancing their slab steel production, that ty@ad is just a little
bit different than taconite load. But, if some ofttleead materialized, we
would obviously be looking at a gas combustion turbinestbwlt. And

that's why | signal, again, adding gas kind of latehendecade, certainly no
earlier than 2017, probably more around the 2020 timeframe.

Oh, so even if Essar builds a ste¢im#015, 2016 you can satisfy that
demand with your existing portfolio?

No. | didn't say that. If they were talduhat plant and somehow have that
up and running in 2015, we would definitely look at adding a gas combusti
turbine at that point in time.

OK. I guess they'd have to give you somebktaad time, because it would
take two years to build a gas plant.

That's right. We work very closely witbhrocustomers. Our key account
management team is embedded right in every one of @er iladustrial
operations. And, while we don't know every waking mowy timake, we
have a great relationship with them and we would havaginadvanced
signaling from them on their plans to help us make ouisplan

OK and one more question on BNI Coal.olkit supplies coal to two co-
ops, | believe. Are there any issues with those cosofisose plants that — at
any risk of retirement?
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No. Not at this point in time. The two urthere are largely owned by one
unit, Young 1 by Minnkota Power, so that co-op. And then SdBuatte co-
op essentially is a cooperative of Young 2 between MotagBower and
Minnkota Power. We shared that unit. We of course swapgeaf unit 2
overtime for the transmission line out of North Daka@tsyou know.

Right now those plants and facilities have — meetintgdéral air
requirements. They've been making significant investsnarith in Young 1
and Young 2 right along. Naturally they continue to loofoatard
regulations and all the rest, with the same soryefearery other coal-fired
operator does. But for right now they fully meétratjuirements and we
expect them to continue to operate.

So, they meet the MATS requirement.

Lignite is under a different regime, of cajrspeciation of coal for MATS.
They are looking at their plans for MAT scrubbing, furtMAT scrubbing of
Young 1 and 2. And under any circumstance, BNI Coal ioos$ contract
with Minnkota Power or with Square Butte has sort of &-phbss feature to
that, and so all those costs are accounted for witieiBNI context.

OK. Thank you very much.

Chris Ellinghaus, Williams Capital.

Chris Ellinghaus: Will the ATC transmission projecaks it into the IRP at all?

Alan Hodnik:

Are you talking about the joint developmentspexcts between Iron Range
and Duluth?

Chris Ellinghaus: Right.

Alan Hodnik:

Well, we talk about the Great Northerrilarger context Chris from a
permitting perspective in the sense that our plans rightarewo permit the
Great Northern from the Canadian border all the wayuloith. But
specifically, what the integrated resource plan wouldlspe& the
Minnesota Power portion, essentially the 250 megawatt &®l&he delivery
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of that, and the transmission associated with thad, & wrapped up in the
Great Northern. But we won't speak specifically to anystiment with the
ATC in the integrated resource plan.

Chris Ellinghaus: OK. But you did say we'll know somarenabout that later this year.

Alan Hodnik: It's possible we'll know more about the &idorthern in a macro sense. It's
possible that we will know more about our relationshigpii will, on
contractual terms on delivery of the 250 megawatts anttahsmission

associated with that.

The ATC portion continues to be under development. And think about
those as related in the sense that they are in @&t Giorthern Transmission
Corridor. | would say the one that we are working notistely on at the
moment right now is the Minnesota Power portion ageteready for the
integrated resource plan filing.

Chris Ellinghaus: OK. And the ATC component, you'll jpatticipate in your normal
ownership rate.

Mark Schober:  That's where it gets a little bit — wheeeshaven't come to the conclusions on
how that will be financed and structured, Chris, so | coeddasvariety of
options there, where ATC would build it and we would ja&e our eight
percent. Or we could be a partner with ATC on thatipoih addition to our
eight percent ownership.

So that's the kind of stuff that's on wheels right mswve continue to look at
those opportunities to build that line and north froeréh or south of there in
the Iron Range and into Duluth and Wisconsin.

Chris Ellinghaus: OK. That's kind of what | wantechear. | don't know; Al, did you give us a
number on what Essar's additional project might meaerms of load? |
don't think | caught that.

Alan Hodnik: Well, we have said that a slab steel arallireduced iron or some
combination of both might be sort of an additional 300 meqds of load. So
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that's kind of the number that Essar has provided totusight be plus or
minus from there.

Chris Ellinghaus: OK, and given the size of that, would really be thinking about just a
combustion turbine as opposed to a combined cycle ghohat?

Alan Hodnik: Well we've been looking and are looking atréewa of technologies
associated with that. It would depend on the load agaithensize and how
quickly it develops. Obviously a combined cycle would be redfieient
than a combustion turbine.

It would be our preference, given that we run a higHigiefit generation
fleet as it is, and so we would look that way. Butagiaall depends on how
the load materializes to size. Certainly if we bthé CT, Chris, we would
make sure it was adaptable to become a CC later on.

Chris Ellinghaus: Right. So it's possible also thaatgver they do could be done in phases as
well?

Alan Hodnik: That's right.

Chris Ellinghaus: OK. As far as the fuel switching amel Taconite Harbor 3 retirement, |
assume that will be in the IRP as well?

Alan Hodnik: Yes, both the Laskin decision to convergjas or interest that we have to
convert to gas, and also the retirement of Taconitbdta8 is in our Energy
Forward plan, will be submitted in the integrated resoptae March 1.

Chris Ellinghaus: OK. One more thing please. PolyMeterms of the speed at which they
can get to their rather sizable load, can you just gieeltide color in terms
of getting from the final environmental retrofit — or envineental permitting
phase to actual production, can you just give us a lilter @bout what
they're actually doing there?

Alan Hodnik: Well, recall again one of the greatest gjties1of the PolyMet project beyond
the ore body is the fact that they acquired the folii& mining taconite
processing facility. So, PolyMet already has in plakkef the coarse
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crushing, fine crushing and concentrating assets that you wepedteand
would see in a normal taconite processing facility, thelkiof facilities that
Essar is already building or building today.

So, all that is in place at PolyMet, and gives them@e strategic advantage
in terms of startup versus perhaps another operatiomvthdtl have to build
everything from the ground up. So the portion that they dvbate to build
is the autoclave or the portion that would ultimassparate the various
precious metals, copper, nickel and the other P-metaid. sé the
construction for something like that is 12 to 18 months.th&@t piece has to
be built. But with respect to the larger concentratangshing, and grinding
assets, they are already in place.

Chris Ellinghaus: OK great. Thanks a lot guys.
Operator: Michael Bates, D.A. Davidson.

Michael Bates:  Most of my questions have been asked ameteats but | did want to follow
up on a couple of items. In the K, you mentioned thatgm expecting an
increase in pension expense for 2013. Can you give uk diitmore color
as to the magnitude of the increase that you are ergeditthis point?

Mark Schober: I really can't give you a number Micha&hat we are looking at there, very
similar to what happened here in 2012, is just the disaatgs continue to
remain at very, very low levels that that's goingltive an increase in our
expense. And | think the number for this year was $3 mitii$4 million.

Michael Bates: OK. And were those assumptions fiedliwhen you issued 2013 guidance
last December?

Mark Schober:  Yes, they are very close. So we cagtiinose in our guidance, yes.

Michael Bates:  And earlier in the call, you did mentibat capacity payments for the Square
Butte PPA increased and were not included in your fuel €la@an you give
us an idea as to whether there's going to be movemt@ capacity
payments going into 2013?
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Yes. A couple of things going on, on 2013. $owakok at those capacity
payments, Al kind of already touched on what's going @yatre Butte as
they've modernized those units and put on additional scruabdrsapital
equipment. That's why you've seen our capacity payngentp. So we've
captured a lot of those already.

But as you look into 2013, 2014, 2015, some of that powebw/i# Minnkota
or Square Butte will be keeping that power, so our cappagynents will be
coming down because of that. And we've also capturedhtbat guidance
that you have, too. So we expect overall some de@@aseir portion of
Square Butte costs.

Can you give us an idea as to the magnifutie decrease?

No. | don't have that number offhaBdt again it's captured in our guidance
for the year, Mike.

Thank you.

I'm showing no further questions in the queuasatittie. I'll hand the call
back to Mr. Al Hodnik for closing remarks.

Well, thank you everyone for joining us again todsark and | look forward
to seeing you, or many of you, where possible at our upcomiagfast in
New York. | wanted to thank you again for your questamd your interest,
and certainly thank you for your investment in ALLETEauvd a good day.

Thank you. Ladies and gentlemen, this conctheesonference for today.
You may all disconnect and have a wonderful day.

END



