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Good day and welcome to ALLETE first quarter 2Qianttial results call.
Today's call is being recorded.

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

Factors that can cause results to differ materiediyn those expressed or
implied by such forward-looking statements include, buhatdimited to,
those discussed in filings made by the Company with the Heswand
Exchange Commission. Many of the factors that wilkdeine the
Company's future results are beyond the ability of manageimeontrol or
predict. Listeners should not place undue reliance avafa-looking
statements which reflect management's view only aseadake hereof. The
Company undertakes no obligation to revise or update anyrdaaking
statements or to make any other forward-looking stateméther as a
result of new information, future events or otherwise.

For opening remarks and introductions, | would now likeito the
conference over to ALLETE's President and Chief Exec@ifieer, Alan R.
Hodnik. Please go ahead.

Good morning, everyone. Thank you for joining YWsth me on today's call
is Mark Schober, ALLETE's Chief Financial Officer.
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Earlier this morning, we reported ALLETE's first quastarnings of $0.83
per share which were in line with our expectations. @aseour quarterly
results, and expectations for the remainder of the yeaare reaffirming our
earnings guidance of $2.58 to $2.78 per share for 2013. Mark witeran
analysis of our quarterly earnings performance in a femembs. In addition
to a strong quarter financially, we also made progressiomalti-faceted,
multi-year growth strategies.

In late January, Minnesota Power announced its energsafd plan and
energy vision designed to assure reliability, protectrdébility, while further
improving an already strong record of environmental stewardgimergy
forward initiatives are subject to regulatory approval ancewecluded in
Minnesota Power's 2013 Integrated Resource Plan which iedsvith the
Minnesota Public Utility Commission on March 1. Our @ydiorward plan
provides the foundation for the various capital investmemstplan to make
related to further environmental upgrades, renewable erandytransmission
reliability, initiatives that we have been sharing wittlu for some time. | will
provide updates on these initiatives later on in this call.

Let me turn now to organic growth and new customer develosne
mineral-rich Northeastern Minnesota. Two significailestones were
reached during the first quarter relating to the new E3tssal Minnesota
project, which is served by one of Minnesota Power's nualicustomers,

the City of Nashwauk. First, installation of all rteld transmission assets was
completed and those assets were placed into service i Agihis marked
the beginning of the new electric service agreementsNaghwauk and

Essar Steel and a new stage in our relationship witherties. Billings to
Essar to recover our transmission investments begaprih

Second, and an even greater consequence, Essar @ted|si10-year off-
take agreement with ArcelorMittal, the largest ste&nan the world. Under
terms of the agreement, Essar will supply 3.5 milliarstof pellets annually
to Arcelor through 2024. Essar is expected to begin blastimgg and
commissioning of equipment during the second half of 2013 aneatly
portion of 2014 which require insignificant electric pow#s a result, and as
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we've included in our earnings guidance, we expect minimadct on our
results of operations from electric sales to Ess@0ii8. Essar Steel is
expected to begin increasing its electric power requinésres production
ramps up in 2014. The taconite portion of the Essar Stegelct will
ultimately result in approximately 110 megawatts of addéidoad for
Minnesota Power.

Another new customer, Magnetation, which started tews facilities in
Minnesota Power's service territory last year, isantty undergoing a $20
million expansion at its 5-megawatt mining resourcesifgcillhe expansion
underway at Mining Resources, a shared facility betweagnbtation and
Steel Dynamics, is expected to go online this summer dhdtherease
concentrate output and also electric load by an addit®t@a5 megawatts.

On the non-ferrous mining front, PolyMet Mining has retyeannounced a
new financing plan, under which it will receive $60 milliorncash and a $20
million short term loan from Glencore. Glencore laa ownership stake in
PolyMet and is its concentrates marketing and financinm@ar PolyMet has
indicated that the proceeds will be used in part to help&imthe
environmental review and permitting process and for detargtheering
costs in preparation for the start of project consimact

The PolyMet Supplemental Draft Environmental Impactestaint, or SD
EIS, is now expected to be completed in the third quastarthe possibility
of final permits being issued in early 2014. Given a 12- to 16Hmo
construction timeline, PolyMet could be online by early 2@1580- to 70-
megawatt load already under contract with Minnesota Powés have had a
good start to 2013 and | look forward to reporting continued pesgiuring
the year.

At this time, | will turn the call over to Mark forraview of our financials but
later, | will have some additional comments beforetake your questions.
Mark?

Thanks Al, and good morning everyone. | wikddo remind you that we
filed our 10-Q this morning and | encourage you to refer tritrfore detalils.
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For the first quarter, ALLETE earned $0.83 per share omoeme of $32.5
million and operating revenues of $263.8 million compared t16650er share
on net income of $24.4 million and operating revenue of $24@min

2012. Earnings from ALLETE's Regulated Operations segmaanth
includes Minnesota Power, Superior Water, Light and Pcawer our
investment in the American Transmission Company, nasa $24.4 million
in 2012 to $32.1 million in 2013, an increase of 32 percent.

Operating revenue increased $22.8 million, or 10 percemt 2012.
Kilowatt-hour sales to Minnesota Power's customess tay about 3 percent
over the same quarter last year, resulting in a $5.8®milthcrease, due to a
combination of unseasonably warm weather experienc ifirst quarter of
2012, and a 14 percent increase in sales to other power suppli@®13,
heating degree days in Duluth, Minnesota, were approximatepercent
higher than the same period in 2012. Fuel adjustment adlacseeries were
up $7.2 million over the same quarter last year due to hfgkkand purchase
power cost attributable to our retail and municipal custerbecause of the
increased kilowatt-hours sales.

Cost recovery rider revenue grew by $4.9 million from 2Gltha Bison 2
and 3 wind-generating facilities were in service forftHequarter of 2013.
We also had higher revenue due to increased investment @apéix 2020
projects. Gas sales at Superior Water, Light and Pmserby $1.9 million
from 2012, also as a result of unseasonably warm weathegdbs first
quarter last year.

Turning to the expense side, Regulated Operations ogepeagienses
increased $17.1 million, or 10 percent over the same quar2&P. Most of
this change was due to a $9.4 million increase in fuel andhased power
expense from 2012 due to higher kilowatt-hours sales sold aodgsed
power prices. Operating and maintenance expense increasaitién, or

5 percent from 2012. Purchased gas expenses which are esttveiugh an
adjustment clause, increased with the higher sal8s@arior Water, Light
and Power.



Alan Hodnik:

ALLETE
Moderator: Al Hodnik
05-08-13/10:00 a.m. ET
Confirmation # 31733644
Page 5

Higher taxable plant balances and rates resultedjirehproperty tax
expense compared with last year. Depreciation expensagsad $3.6
million and interest expense was up $1.1 million forgharter, both directly
attributable to the capital investment program at our RégdilOperations.
Earnings from our investment in ATC were slightly higtiean the same
guarter of 2012. Income tax expense decreased $2.2 mithom2012,
primarily due to higher federal production tax credits in 2@&l&ted to the
Bison 2 and 3 wind generating facilities. ALLETE's Inveshts and Other
segment, which includes results from BNI Coal, ALLEFperties,
ALLETE Clean Energy and other corporate income ameeditures,
reported $400,000 in net income for the quarter compared to imcoate
for the same quarter in 2012.

Our effective tax rate in the first quarter of 2013 wapdi@ent compared to
25 percent for the same period last year. We anticthateffective tax rate
for 2013 will be approximately 20 percent. We generated $5&milti cash
from operating activities and carry a 45 percent debt-pitadaatio at
guarter-end 2013. In summary, we are pleased with our falaesults in
the first quarter and we are confident in our prospectthe full year. As Al
mentioned, our first quarter results were consistett @utr expectations and
we reaffirm our full-year guidance range of $2.58 to $2.78 lpares Al?

Thank you, Mark. ALLETE is an energy Compamh multi-faceted, multi-
year earnings growth opportunities. Organic growth withinemal-rich
Northeastern Minnesota, such as the projects | mesttiearlier, will
continue to drive topline revenue increases. We haveifigergignificant
capital investment opportunities that will provide for raése growth
throughout the decade. We also remain very disciplinddrary focused;
this as we analyze potential energy-centric investipergpects.

Before we take your questions, | would like to update yothe progress of
some of our capital investment opportunities, beginning authrenewable
energy development. As we disclosed in our 10-K filireg Eebruary, our
current five-year capital expenditure plan includes $226anifior about 100
megawatts of additional wind development in North Dakaetr the 2016 to
2017 timeframe. However, with the extension of thef@ld&roduction tax



ALLETE
Moderator: Al Hodnik
05-08-13/10:00 a.m. ET
Confirmation # 31733644
Page 6

credit, Minnesota Power is currently evaluating an lacagon of those
expenditures to commence in 2013 as well as increasingzthefdhese
projects. We have been very busy all winter and now ha0¢d00 acres of
land under lease out in North Dakota.

We are currently in the final stage of evaluation og pinocess and expect to
be able to announce through a filing with the Minnesotai® ubility
Commission, the size, timing and estimated investmernhi® additional
wind energy development presently. ALLETE Clean Enésalso awaiting
the production tax credit extension impact as it exatigarious projects and
partnership opportunities out in North Dakota.

Similarly, we hope to be in a position very soopitovide additional detail
regarding our plans for the Great Northern Transmidsioe. As you
probably know, we, along with Manitoba Hydro, have progasmstruction
of a 500-kilovolt transmission line between Manitoba andndsota's Iron
Range with a target in-service date of 2020. AdditionMipnesota Power
and ATC are evaluating the joint development of a 345-&ltavansmission
line from the Iron Range to Duluth as part of the Greatirn Transmission
Line project. Total project costs, ownership shares astlatlocations are
still to be determined.

We are expecting a decision from the Minnesota Publityy@iommission
sometime during the latter part of 2013 regarding the estih$380 million
to $400 million Boswell Unit 4 mercury emission reduction @cbj On
March 1, the Minnesota Pollution Control Agency issuecpantan support
of our plan and recommended that the Minnesota PublicyJ@iltmmission
accept the Minnesota Pollution Control Agency findin@&e project is
designed to comply with new rules issued by the EPA, wiaghires all coal
units to be in compliance by April of 2015. To achieve bd?AEnd State of
Minnesota mercury requirements and deadlines, and to daasmost-
effective manner for ratepayers, Minnesota Power mustr@nce with this
project during 2013, something we fully expect to do.

So with that, | will now ask the operator to open uplihes for your
guestions.
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Thank you. Ladies and gentlemen, if you hapeeation at this time, please
press star then one on your touchtone telephoneutfquestion has been
answered or you wish to remove yourself from the queueselar@ss the
pound key. Once again, if you have a question at this please press star
one.

Ouir first question is from Chris Ellinghaus from Witha Capital. Your line
iS open.

Were there any unusual items in thetey®?a
None at all. Pretty clean quarter foQlsis.
OK. What did the weather look lilke¥sus normal?

The heating degree days were up, as | medtio the call, about 20 percent
so we're closer to normal in the first quarter her20df3 versus last year
which was quite warm.

Did you quantify what the weather henersus last year was?

Yes, if you go to the 10-Q, we do includie there. It's about a bump of
about $5 million in revenue.

OK. Just getting to the guidance, tlage quarter for you for the first
quarter. Are there any notable drags or timing issues @emnegs that play
out throughout the rest of the year?

Really, two things going on. We reaffumer guidance, so what you're
seeing is a piece of that is the timing of O&M expersgethat is included in
there. And you have to recall or remember that waydvhave a bit of
seasonality, too, so our strong quarters are Q1 and @4tail little bit in
the middle quarter so that's a piece of it, too, buthferfull year, we're right
where we need to be.

One last thing. Bison 2 and 3, tteyie online pretty late in the fourth
quarter last year, if | recall; is that true?
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Yes, they came in November, Decembkasoiear.

Our next question is from Paul Ridzon fromBac. Your line is open.
Congratulations on a solid quarter.

Good morning Paul. Thank you.

| just had a question your RFP. Trying terpret what you said. Has
Minnesota Power won the RFP or is there — have yolit -ddsvn to a
shortlist?

Yes, there is a process, a fairly lengtbgess that Minnesota Power goes
through so we put out an RFP for up to 200 megawatts of megv WIP
obviously bid into that so the evaluation of all of thbgis is what's going on
as we speak. We use an independent third party there totevhlose
responses to make sure that what we file with our Cesion is in the best
interest of our rate payers. So that's the proted's [going on right now.
Once that process is complete, as Al mentioned, weh&ih prepare our
filing. And as we have with the prior Bison projectathwhen we — once
we make that filing, that's when we'd announce to you #eeasid the scope
of that project.

Have people been in PPAs?
Yes, yes.

OK. And we should be a few weeks or withé timeline you think we'll get
that regulatory filing?

What we anticipate is making that filigghtiaround midyear so close to the
end of the quarter.

It's a very similar timeline to what wsed with Bison 3 last year. So we
need to make a filing by the middle of the quarter and getlatory approval
to meet the IRS REGs here where we can start cotistriny the end of
2013 if we win that RFP to take advantage of productionreits.
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That's the other issue, Paul, is waitinglR$® guidance which they just issued
here recently with respect to the PTC extension atitisrcase, unlike last
year, where we were concerning ourselves more witkrtelate, this time
around, we are more concerned with the definitions faatwstart means. And
so we finally got those guidelines as well. So we're vmgrkinrough the
process.

You indicated that you now had 130,000 acres laa$er in North Dakota;
was that previously 80,0007?

It was something like 65,000 to 70,000. We've nowtbddhkat to 130,000
acres, yes. So we've continued to be busy all winterraagland and
working with landowners to obtain leases. Minnesota Ptwasg a very good
reputation. So does ALLETE Clean Energy out in North Dealaoid of
course, North Dakota Wind is Saudi Arabia of wind, a verysoipwind
compared to other locations, so yes, we've been veyyduighere acquiring
more land.

How far along are your discussions at A@E negards to maybe
partnerships or projects?

Well, again, there's ACE is continuing to kaith developers that might
have an interest for one cause or another of additienawables and
certainly with the PTC extension, it makes the ifigil economics around
wind even more enhanced, if you will. So, | would justtbey had a variety
of conversation with people out in the western paNaifth Dakota and also
in other parts of the upper Midwest. That's where lleave it at this point in
time.

Ladies and gentlemen, if you have a questithrisaime, please press star
one.

Our next question is from Brian Russo from LadenburgurYiae is open.

I'm just curious, did ALLETE Clean Energyibtd the RFP?
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No. No.

No? OK, and you may have mentioned thigdafwd | missed it, but Bison
2 and 3 went through a similar RFP; correct?

Yes, they did.

OK. Assuming ALLETE wins or Minnesota Powms the RFP, how
should we profile the spending. You'll have to start in 209&yuld assume
there's very little CapEx at the end of '13 but can sse@me construction
cycle of about a year or so, full year of operatiofib?

That's exactly what we're looking gbas of this process, Brian. We need to
start construction to meet the IRS REGs and | thinkribatber is 5 percent
needs to be in the ground of the project by the endeoje¢hr and then you
need to have continuous construction. So that's whet \@eking at and |
won't know that until we make our filing closer to the ntedaf the year
where | can give you some of the metrics and whenntieigate bringing it
into service. | can envision scenarios where thdsmale into service at the
end of 2014 but | could also envision scenarios where sothésafill move
into 2015, too. It's a lot of, | think, especially if wavie to go with 200
megawatts, a lot of turbines that need to be put up andytheve got winter
weather in North Dakota so it would be lot of work to d@be in a short
period of time.

Brian, just as a point of clarification, Wwad originally done Bison 1 and we
had conducted an RFP at that time for our regulators. Hemdwith the
production tax credit expiration date looming, our regutathemselves had
asked about building additional wind, Bison 2 and BisoABd so in that
particular instance, we work with our regulators and usiagRiRP outcomes
for Bison 1, the regulators were satisfied with our Bi2aand Bison 3 likely
costs and so we move forward in that case based bBidmn 1 RFP.

But enough time has passed at this point in time that e kmworking with
our regulators that they would and we would, on behaltiofatepayers,

expect a RFP or fresh RFP. So I just wanted to pusthatety in there just
to make sure that we were clear about how these BEiRally work. But we
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continue to have a very good working relationship with egulators and we
expect to bring similar products forward to them that wouldtrtigeir
standards.

Brian Russo: OK, great. The additional wind farm, yountio@ed the new acreage that
you secured, but aren't these wind projects being buibh@Bison site?

Alan Hodnik: It's all sort of euphemistically, or softumiversally called Bison but just start
thinking about all that territory west of central NoBbkota. And so any
proposed projects by Minnesota Power called Bison 4 angever we
describe it, or even something that ALLETE Clean Energyhtrdo, is all
sort of in that central to western part of North Dakodad we all call it sort
of euphemistically, the Bison territory.

Brian Russo: OK, is their transmission — or is thereess to transmission already or would
you need to construct something?

Alan Hodnik: Well, we continue to build 230 kV transmissaut from our DC line. We
call, first of all, the great advantage that ALLETE lia being able to move
quickly with wind on behalf of our customers is thatalready have the DC
line in service. So far, we've built about 23 to 30 mile238f kV line further
to the west. We would continue to add about another 20 tal@s oh 230
kV line to go to the west to do all that. So that isliopin any sort of
continued wind expansion but all very doable, all very soridimentary, if
you will, in terms of all that we've been doing so far.

Brian Russo: OK. Just remind me of the mechanics ofdkerecovery mechanism? Do
you get cost recovery as you spend or do you get AFUDGhamdcost
recovery return of and on when the project actually gaesservice?

Mark Schober:  We will be recording AFUDC once we gat firoject approval from the
MPUC and then the process we go through is to filet wieacall, a factor
filing and once we — which will take several more montAad once we get
approval of that, then we can actually start runningeloosts through to our
ratepayers and the cash flow will start.

Brian Russo: OK. Can you remind ...
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That's an annual filing so we update thos®ers on an annual basis
typically.

Can you remind us of your dividend policy?

Our dividend policy continues to be as we spekee, Brian. We want to
be consistent with our peers. We know dividend is impottaaur investors
and we look at payouts in the range of plus-or-minus 7@peig what's
typical for our peers.

OK. And have the assumptions in your guidamained the same in terms
of $0.10 to $0.15 of EPS dilution for higher share count?

Yes, nothing has changed from our — theéaliguidance that we issued in
December of last year.

OK. And has there been any movemertieopdtential for an Essar Steel
mill which would require a new compression turbine oftdI800 megawatts?

No, not at this point, Brian. Essar is vilw@dcused right now on finishing up
construction of their taconite facility. We expedatiwely robust
construction into the summer, fall and their focustrigow is really getting
the taconite portion up and running.

Thank you. Ladies and gentlemen, if you hayeeation at this time, please
press star one.

We have a follow-up from Paul Ridzon from Keyba®ur line is open.

Assuming you win the RFP, what's going ke dwhether the projects are
done in '14 or '15? And is it to protect the balance sirekavoid an equity
issuance or how are you thinking about financing?

Well, what's going to drive the timelineagainly the IRS REG so we need
to get a better understanding of what continuous constructeans and then
it's more of an operational standpoint than a finandiagdpoint. We're very
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comfortable that we can finance these through a miéebf and equity as we
have in the past, Paul.

Just changing gears, any word out of Pittelmmghe U.S. Steel conversion?

Yes, John Surma was just on a quarterlyhaiself, of course, with regard to
U.S. Steel's earnings. John indicated a couple of thinpeia that | thought
were interesting. One is, that the Keetac, or Keekpansion has been
delayed a bit or postponed, if you will. But implicittimat is that U.S. Steel
has worked out an agreement with the State of Minnésatatend their
permits, and so the permits facilitated with constactiarry forth, and that
was very good news.

He also further indicated in there that U.S. Steatiaues to evaluate this
whole emergent side of the business, direct reduced irspoke about this in
New York when | was out there with you all but direetluced iron or these
direct reduced iron nuggets, if you will, or products, enhdupediet products,
they're really becoming more in vogue because of loagirral gas pricing
and all the rest. And so while | wasn't at the meedimg) didn't sit in the call,
Paul, it was clear that U.S. Steel has slowed dowrgtnete-unquote, taconite
expansion, have maintained their permits going forward endamtinuing to
evaluate the role DRI might be able to play now in amiy&omining and
processing operations for U.S. Steel on the Iron Range.

Thank you. Ladies and gentlemen, if you hayeeation at this time, please
press star one.

We have no more questions at this time. | would like thhe conference back
to our President and CEO, Al Hodnik, for closing remarks.

Well, Thank you for your continued interesAinLETE. We look forward to
reporting our continued progress on our multi-faceted, mali growth
plans as the year continues to unfold. Thank you andéa&ey good day.

Ladies and gentlemen, this does conclude tadaysrence. You may now
disconnect.
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