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Operator: Good day, and welcome to the ALLETE first-qué®4.2 financial results

call. Today's call is being recorded.

Certain statements contained in this conferencel@lldre a not a description
of historical facts are forward-looking statements, sasterms 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 statemdtactors that
could cause the results to differ materially from thexgaressed or implied by
such forward-looking statements include, but are not ldtibe those
discussed in filings made by the Company with the SecuatidsExchange
Commission.

Many of the factors that will determine the Company's &utasults are
beyond the ability of Management to control or predlasteners should not
place undue reliance on forward-looking statements wieitiéct
Management's view only as of the date hereof. The Coynpadertakes no
obligation to revise or update any forward-looking stateroetd make any
other forward-looking statement, whether as the reguiew information,
future events, or otherwise.

For opening remarks and introductions, | would now likeita the
conference over to your host today, ALLETE Chairmaeskent and CEO,
Mr. Al Hodnik. Sir, you may begin.
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Good morning, and thank you for joining us. Mark SempBLLETE's Chief
Financial Officer, is also with me today.

This morning we reported our first-quarter earnings resfilf.66 per share.
Other than a $0.05 per share impact on our earnings duedgttbemely mild
winter weather we had in our region, the quarter'stestdre as we had
anticipated. Mark will go through the financials shorlyt | want to point
out that our 2012 earnings guidance remains unchanged. Wetéa earn
between $2.45 and $2.65 per share in 2012.

Before | turn to Mark, let me summarize some ofikée events for the
guarter. On March 1st, Minnesota Power received largepdemand
nominations for the May through August time period. Timeljcate our
industrial customers plan to continue at near full prodadgvels for the
four-month period similar to the first four months of thesar. As |
mentioned during our last conference call, we assuménceuat strong
production levels for our industrial customers for 2012.

With regard to new industrial development in our regiessar Steel
Minnesota, who is served by the City of Nashwauk, or@iofmunicipal
customers, continues to move forward with constructfatsmew 70 to 110
megawatt taconite mining and pellet plant production fgcilEssar Steel has
received all of their required permits to now produce seniion tons of
taconite annually, and they are on track to begin opegaitio2013.

Construction activities are also well underway foo twew Magnetation
facilities. The first of these two is now completed is expected to be
operational in May or June. The second, a joint veriiat&een Magnetation
and Steel Dynamics, the majority owner of Mesabi Nugmed Mining
Resources, is on schedule to be completed during thedskatirof this year.
Both of these facilities are expected to require betvise to seven
megawatts each.

Turning to our capital investments, our two newest Nortkoeawind
projects, Bison 2 and Bison 3, are expected to be coeapdetd fully
operational by year end. Site preparation is currentbemay, with about
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135 construction workers on site. Total project costestimated to be
approximately $320 million combined, for both projects. Andulgh the
first quarter we have spent about $65 million. We antiieifiing petitions
with the Minnesota Public Utilities Commission during first half of this
year to establish customer billing rates for the approwstirecovery, which
should begin during the second half of this year.

We have had a solid start to 2012, as we continue to prageess on our
multifaceted, multi-year growth strategies. | willkeasome additional
comments before we take your questions, but at thisltiiéturn the call
over to Mark. Mark?

Thanks, Al, and good morning, everyone.

Before | begin | would like to remind you that we filegr d.0-Q this morning
and | encourage you to refer to it for more details.

For the first quarter of 2012 ALLETE reported earnings pareshf $0.66 on
net income of $24.4 million and operating revenue of $240 mitimmpared
to reported earnings per share of $1.07 on net income df §8lfion and
operating revenue of $242.2 million in 2011.

Last year's first quarter included the reversal of a 8fildn, or $0.18 per
share, deferred tax liability related to a revenue ratdévthat Minnesota
Power agreed to forego as part of a 2010 rate case stipudatosettlement
agreement. Excluding this reversal the first quarter of 28tings per share
of $0.66 and net income of $24.4 million compares to earningshaee of
$0.89 and net income of $31 million for the same period in 2011.

Consolidated operating and maintenance expense increa$8dlyillion
compared to last year's first quarter. The key contrildottris increase is the
timing of maintenance activities, which can vary yeardar. While quarter-
over-quarter comparisons will fluctuate due to these timifigrdnces, we
expect full-year consolidated operating and maintenaxpense will be
approximately five percent higher than in 2011. This increadedes higher
salaries, pension expenses, and expenses at BNI Coal for 2hé2e
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increases were included in the original earnings guidanceade last
December.

I will now highlight a few points from our Regulated Ogeénas segment,
which includes Minnesota Power, Superior Water Light & Roaed our
investment in the American Transmission Company. hEme for this
segment was $24.4 million for the quarter compared to $3illidmior the
same period in 2011. The decrease is due to the deferresl/éazal | just
mentioned, lower kilowatt hour sales, higher costs undeiSquare Butte
purchase power agreement, and higher operating and maiceesad
depreciation expenses, partially offset by higher cuestt recovery rider
revenue.

Now, for some of the details for the quarter. TotadjiRated Operations
revenue decreased $4.4 million, or two percent, from 2011. aBjedtment
clause recoveries decreased $5.4 million, or 20 percent,Z011 due
primarily to lower purchase power costs. Unseasonaatynwveather
negatively impacted sales primarily to our residentistamers. Heating
degree days in Duluth were approximately 25 percent lowarithide first
guarter last year, and 20 percent below normal levelsveMer, these
decreases were partially offset by increased sales tetiaicustomers. So,
total kilowatt hour sales were down only about one peritem a year ago,
despite the unusually warm weather.

Current cost recovery rider revenue increased by $2lidmiprimarily due
to higher capital expenditures related to our Bison pr&jeCurrent cost
recovery rider revenue will grow in 2012 as our capital edjtare levels
increase for the remainder of the year.

Regulated Operations operating and maintenance expensasedr$6.9
million, or 10 percent, over the same period in 2011. ifitrease reflects the
timing difference | mentioned earlier, as well as higtedaries and benefit
costs, property taxes, and transmission expenses. dpre expense
increased $2 million and interest expense was up $1 milliothhéoquarter,
both directly attributable to the capital investment paogat our regulated
operations.
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Earnings from our investment in ATC for the quartereniarline with 2011
results.

Income tax expense increased $2 million, or 21 percem, 2@l 1 even
though pretax income was lower. This was primarily duthé 2011 reversal
of the $6.2 million deferred tax liability.

The Investments and Other segment reported no e for the quarter
compared to a net loss of $1.2 million in 2011. The imprewerm 2012 was
mainly due to lower state income tax and interest expeastially offset by
increased business development expenses.

Our consolidated effective tax rate for the first geraof 2012 was 25.4
percent compared to 18.1 percent for the same periogelast Excluding the
reversal of the $6.2 million deferred tax liability frdast year's taxes, the
effective rate was 31.8 percent. We anticipate tfeetfe tax rate for 2012
will be approximately 25 percent because of increased edyleviex credits
as a result of our Bison projects.

An increase in the average number of common shatetanoding in 2012
from a year ago resulted in dilution of $0.04 per share tinefirst quarter of
2011. Proceeds from our equity issuances are used to fuoaltite
investment program.

Our cash flow was strong for the quarter. As of M&@thve generated
approximately $69 million in cash from operating activiaesl carried a 44
percent debt-to-capital ratio.

In summary, we are satisfied with our financial resin the first quarter and
we are confident in our prospects for the full yearcdpx for the approximate
$0.05 per share weather-related impact this quarter, rasrgsconsistent
with our internal expectations.

Quarterly comparisons to 2011 results will fluctuate. Zair2 current cost
recovery revenue will increase throughout the yedh@®8ison 2 and 3
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projects progress. And, as | previously mentioned, thagmf operating
and maintenance expenses can vary quarter to quarter.

Our earnings guidance for the full year remains unclényiée continue to
project that 2012 earnings per share will be within a rang.45 to $2.65
per share.

Al?
Thank you, Mark.

ALLETE is an energy company with a number of mudtdéfited and multi-year
growth opportunities that we believe will materializepthe next decade.
We are seeing the start of new organic revenue growth tjnitees with the
construction progress at Essar Steel in Nashwauk andheitivin
Magnetation initiatives. When our Bison 2 and Bisondqats are
completed at the end of this year we will have megmifecant portion of the
State of Minnesota's renewable energy mandate and, throughtatost
recovery, realized returns on our sizeable North Daketsstments.

Transmission investments in CapEx 2020, in the Americanshmission
Company, and in infrastructure designed to serve the E#sakfacility are
continuing. So, too, is developmental work on our exgiVianitoba Hydro
transmission delivery opportunity.

Lastly, with the issuance by the EPA of new mercutgs, final engineering
relative to our 585 megawatt Boswell Unit 4 is coming fottus. We have
until 2015 to meet these new rules and are currently dgtgrthat a $300
million to $400 million capital investment will be required.

We remain excited about our strategy and overall pasigp | look forward
to reporting our progress in future calls. Before we jake questions, thank
you once again for your investment in ALLETE.

At this time | will ask the Operator to open up the lir@rsybur questions.
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Thank you. Ladies and gentlemen, if you hapeeation at this time, please
press star one on your touchtone telephone. If youtiqondsas been
answered and you wish to remove yourself from the queueepteass the
pound key.

Again, if you have a question, please press star then Ounr first question
comes from Larry Solow of CJS Securities. Your Ismepen.

It's actually Arnie Ursaner, backing upry.&olow at CJS Securities. Two
guestions if | can — one is, we're hearing a lot of comsnabout the
resurgence of industrial activity in the Midwest and wouldh'td if you
would comment on how you see that impacting your busingsstioe next
several years, whether in fact you think that is a@traed how it could change
the way you manage your business.

Well, there's no doubt that there's a resurgenoeanufacturing in the
Midwest or, if nothing else, a recovery from the '08, period. But beyond
the recovery | think there is a resurgence in manufactuni the Midwest. Of
course, our customers are largely mining customers andahmetomers.
And most of the product that they produce, or all the proithegt produce,
stays domestic and is used in the processing, if youawifinishing of steel,
steel products and all the things that would go into a sudrgey will, in sort
of metals-related manufacturing.

And beyond that we're very excited about the exparnsiospects that they've
already — sort of have underway or have announced #airitend to pursue
further, both on the ferrous mining side, the traditionaling side up here,
and also on the nonferrous mining side, PolyMet Mining, TMartals, and
other companies that are exploring copper, nickel, platimnd palladium
opportunities on the eastern end of the Mesabi Irom&aso those projects
are a little bit further downstream with regards to ptng. But,
nonetheless, those companies are continuing to pursne\gpg those mines
and providing those kinds of critical vital natural resosneet only
domestically here, but overseas where their applicaitinake sense.
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So we're excited about that. We see prospects fogloaedh in our region
here, if all of this came to pass, at anywhere from 8@DO0 megawatts. And
so for us that is a tremendous load growth prospect, ebmieich, again,
with Essar Steel as | described earlier are alreadyrg to pass.

And so for us it's an exciting time, both on organic nereegrowth prospects,
opportunities for capital investment maybe down the roddhaw generation
if that was necessary to serve the load, and juseaarprosperity here in
the region in terms of secondary suppliers to these inesigxpanding their
businesses as well.

Brian Russo; Ladenburg Thalmann.

Could you just update us on the status of tfeometracker filing? And also,
what is the impact of the incremental pension expen2812?

Brian, that continues to move forwakd.you're aware, we filed earlier in the
year to — recovery on our pension expenses that areaod above what's in
our last rate case. That continues to move forwdvd.anticipate that will be
in front of the Commission sometime probably lates simmer. Comments
have come in from other parties to date and certaialystmore information
that the Commission will consider.

The overall impact on the Company for 2012 is probabtiierrange of $4
million to $5 million.

OK, and that's captured in the five percentase in year-over-year O&M?
Yes.

OK. Has staff filed comments yet?

No, they have not.

When can we expect that?

| would anticipate that sometime withm tiext quarter, sometime you'll see
that.
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OK, great. And it's my understanding tisgsaESteel is also contemplating
up to 300 — a steel mill that would require up to 300 megawhlbsd in the
2015 timeframe. Any update you can give us on the developrhémt?
And would you need to build a gas plant to serve thatdoa

Well, the communications that we've had wids& Steel, Brian, indicate that
the direct reduced iron (and) steelmaking facilities mté@eir sort of long-
term plans, so they are definitely contemplating théthink they have
indicated that they would have to take a look at the nsrketh in India in
terms of their needs there and also sort of Northrigae needs before they
would move forward with that project. | think their foaught now is to
complete the taconite facility which, as | said egrlhas been permitted now
to a seven million ton capacity. So it's certainlgdifor what it is they're
looking at, not only for pellet production but long-termest@aking. And
we'll just have to wait and see as to how that mdizgm It would be
roughly a 300 megawatt load if it came to pass and they dalibin that
2015/2016 timeframe.

And for us, given the nature of that type of load — staking is a little bit
more cyclical up and down, if you will, by just the waey produce steel
compared to taconite, which is sort of a 24-hour day, roumalock
concentrating crushing and grinding operation. We probablydytaed
some different type of an asset to serve that anywawl as I've said on prior
calls, that next asset is likely to be some forra gas combustion turbine.

OK. So I guess in summary, it's earlindhat process and we should look
for developments maybe after they complete the tazerjpansion?

That would be my sense. | think they'll focusvmas much as they're able to
get the taconite facility up and running in 2013. And then dmeg dort of
shake that out and understand where they're at thengakee a look at the
next steps.

OK. And then lastly, when might we expeat to file your next general rate
case in Minnesota?
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That's something we look at, Brian, cggalar basis. And at this point in
time there is no date out there when we're planninijing. So we'll look at
our results and our plans for 2013/2014 and if there's drivess tih@ush us
in — pension could be one of them. But at this pointietihere's nothing
firm that we have to file a rate case.

OK. Then just back on the pension tratleee you had — is there precedent
for this type of filing, meaning have you experienced highasip& expense
and rates and got a tracker for it?

Yes. | believe there's precedence in stasrs, Brian. But | don't think there
is in Minnesota.

OK, great. Thank you very much.

Thank you. Again, if you have a question atithis, please press star one on
your touch tone telephone.

Our next question comes from James Bellessa of Da&idSon. Your line is
open.

You indicated that O&M perhaps mighipbieve percent in 2012 versus
2011. By my arithmetic that puts it at about $400 millissithat what you're
talking about?

No. When we look at O&M on a — for fileyear, consolidated O&M, Jim,
we anticipate a five percent increase. And that'sadhv@ibout an $18 million
increase in O&M then.

Yes, that's —

OK? And that's split, then. About ldlfhat is going to be on the Regulated
side of the business and the other half will be orrthestment and Other.
And that's primarily increases at BNI Coal. And yowiready seen some of
that in Q1 here.
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The most recent quarter was almost $li6@ m O&M. So your average
quarterly rate will be at this speed, it sounds like. Now

No, that —

Now, the utility O&M was $78 milliorthie most recent quarter. Is that the
high for the year for the utilities side or is tharether higher quarter?

Jim, we don't give quarter-to-quarter guiddndexhen you look at the
number that we'd given you and the five percent consolidasedl you look
where the (regulated) O&M is for the full — for thenander of the year for
2011 regulated utility O&M should be pretty consistent witterve it was for
2011 for the remaining three quarters. You will see somedegdarquarter
fluctuations, but when we come in at the end of the yemll be up about
five percent. And most —

| was understanding that last year @&M regulated business was back-
end loaded. This year it's front-end loaded. Is thatr@counderstanding or
am | wrong?

No, that's correct. So that's why —

Thank you very much.

Yes, that's why you see the quarter-to-gquemt@ance. You got it.
Thanks, Jim.
Thank you. I'm showing no further questionsargtireue at this time. ['ll

hand the call back to Al Hodnik for closing remarks.

Well, thank you everyone for your questions andtimdsr your continued
support for ALLETE. Mark and I look forward to visiting twiyou directly
along the way the rest of the year. And thank you afgaiparticipating in
the call.

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