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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

X Quarterly Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the quarterly period ended September 30, 2015

or

Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the transition period from to

Commission File Number 1-3548

ALLETE, Inc.
(Exact name of registrant as specified in its charter)

Minnesota 41-0418150
(State. or cher jurisdiction of incorporation or (IRS Employer Identification No.)
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30 West Superior Street
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(218) 279-5000
(Registrant’s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. x Yes ~No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). x
Yes "No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one):

Large Accelerated Filer x Accelerated Filer ~
Non-Accelerated Filer ~ Smaller Reporting Company ~
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Definitions

The following abbreviations or acronyms are used in the text. References in this report to “we,
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us” and “our” are to

ALLETE, Inc., and its subsidiaries, collectively.

Abbreviation or Acronym

AFUDC

ALLETE
ALLETE Clean Energy
ALLETE Properties
ALLETE Transmission
Holdings

ATC

Bison

BNI Coal
Boswell

Cco,

Company
CSAPR

DC

EIS

Enbridge

EPA

ESOP

FASB

FERC

Form 10-K

Form 10-Q
GAAP

GHG

GNTL

IBEW

Invest Direct
Item

kv

kWh

Laskin

LIBOR

MACT
Magnetation
Manitoba Hydro
MATS

Mesabi Nugget
Mining Resources
Minnesota Power
Minnkota Power
MISO

Montana-Dakota Utilities

Term

Allowance for Funds Used During Construction — the cost of both debt and equity
funds used to finance utility plant additions during construction periods
ALLETE, Inc.

ALLETE Clean Energy, Inc. and its subsidiaries

ALLETE Properties, LLC and its subsidiaries

ALLETE Transmission Holdings (formerly Rainy River Energy Corporation -
Wisconsin)

American Transmission Company LLC

Bison Wind Energy Center

BNI Coal, Ltd.

Boswell Energy Center

Carbon Dioxide

ALLETE, Inc. and its subsidiaries

Cross-State Air Pollution Rule

Direct Current

Environmental Impact Statement

Enbridge, Inc.

United States Environmental Protection Agency

Employee Stock Ownership Plan

Financial Accounting Standards Board

Federal Energy Regulatory Commission

ALLETE Annual Report on Form 10-K

ALLETE Quarterly Report on Form 10-Q

Generally Accepted Accounting Principles in the United States of America
Greenhouse Gases

Great Northern Transmission Line

International Brotherhood of Electrical Workers

ALLETE’s Direct Stock Purchase and Dividend Reinvestment Plan
Item ___ of this Form 10-Q

Kilovolt(s)

Kilowatt-hour(s)

Laskin Energy Center

London Interbank Offered Rate

Maximum Achievable Control Technology

Magnetation, LLC

Manitoba Hydro-Electric Board

Mercury and Air Toxics Standards

Mesabi Nugget Delaware, LL.C

Mining Resources, LLC

An operating division of ALLETE, Inc.

Minnkota Power Cooperative, Inc.

Midcontinent Independent System Operator, Inc.

Montana-Dakota Utilities Co., a division of MDU Resources Group, Inc.

ALLETE, Inc. Third Quarter 2015 Form 10-Q
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Abbreviation or Acronym
MPCA

MPUC

MW / MWh

NAAQS

NDPSC

NOL

Non-residential

NO,

NOx

Note

NPDES

Oliver Wind I
Oliver Wind II
Palm Coast Park
Palm Coast Park District
PolyMet

PPA

PPACA

PSCW

SEC

SIP

SO,

Square Butte

Steel Dynamics
SWL&P

Taconite Harbor
Thomson

Town Center

Town Center District
TransAlta

U.S.

U.S. Water Services
USS Corporation
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Term

Minnesota Pollution Control Agency

Minnesota Public Utilities Commission

Megawatt(s) / Megawatt-hour(s)

National Ambient Air Quality Standards

North Dakota Public Service Commission

Net Operating Loss

Retail commercial, non-retail commercial, office, industrial, warehouse, storage and
institutional

Nitrogen Dioxide

Nitrogen Oxides

Note ___ to the Consolidated Financial Statements in this Form 10-Q
National Pollutant Discharge Elimination System

Oliver Wind I Energy Center

Oliver Wind II Energy Center

Palm Coast Park development project in Florida

Palm Coast Park Community Development District
PolyMet Mining Corp.

Power Purchase Agreement

Patient Protection and Affordable Care Act of 2010

Public Service Commission of Wisconsin

Securities and Exchange Commission

State Implementation Plan

Sulfur Dioxide

Square Butte Electric Cooperative

Steel Dynamics, Inc.

Superior Water, Light and Power Company

Taconite Harbor Energy Center

Thomson Energy Center

Town Center at Palm Coast development project in Florida
Town Center at Palm Coast Community Development District
TransAlta Energy Marketing (U.S.) Inc.

United States of America

U.S. Water Services, Inc.

United States Steel Corporation

ALLETE, Inc. Third Quarter 2015 Form 10-Q
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Forward-Looking Statements

Statements in this report that are not statements of historical facts are considered “forward-looking” and, accordingly,

involve risks and uncertainties that could cause actual results to differ materially from those discussed. Although such
forward-looking statements have been made in good faith and are based on reasonable assumptions, there can be no

assurance that the expected results will be achieved. Any statements that express, or involve discussions as to, future
expectations, risks, beliefs, plans, objectives, assumptions, events, uncertainties, financial performance, or growth

strategies (often, but not always, through the use of words or phrases such as “anticipates,” “believes,” “estimates,” “expects,”
“intends,” “plans,” “projects,” “likely,” “will continue,” “could,” “may,” “potential,” “target,” “outlook” or words of similar m
not statements of historical facts and may be forward-looking.

9 ¢

LT3 29 ¢ LT3 LT

In connection with the safe harbor provisions of the Private Securities Litigation Reform Act of 1995, we are
providing this cautionary statement to identify important factors that could cause our actual results to differ materially
from those indicated in forward-looking statements made by or on behalf of ALLETE in this Form 10-Q, in
presentations, on our website, in response to questions or otherwise. These statements are qualified in their entirety by
reference to, and are accompanied by, the following important factors, in addition to any assumptions and other
factors referred to specifically in connection with such forward-looking statements that could cause our actual results
to differ materially from those indicated in the forward-looking statements:

our ability to successfully implement our strategic objectives;

elobal and domestic economic conditions affecting us or our customers;

wholesale power market conditions;

federal and state regulatory and legislative actions that impact regulated utility economics, including our allowed rates
of return, capital structure, ability to secure financing, industry and rate structure, acquisition and disposal of assets
and facilities, operation and construction of plant facilities and utility infrastructure, recovery of purchased power,
capital investments and other expenses, including present or prospective environmental matters;

changes in and compliance with laws and regulations;

effects of competition, including competition for retail and wholesale customers;

effects of restructuring initiatives in the electric industry;

changes in tax rates or policies or in rates of inflation;

the impacts on our Regulated Operations segment of climate change and future regulation to restrict the emissions of
greenhouse gases;

the impacts of laws and regulations related to renewable and distributed generation;

the outcome of legal and administrative proceedings (whether civil or criminal) and settlements;

weather conditions, natural disasters and pandemic diseases;

our ability to access capital markets and bank financing;

changes in interest rates and the performance of the financial markets;

project delays or changes in project costs;

availability and management of construction materials and skilled construction labor for capital projects;

changes in operating expenses and capital expenditures and our ability to recover these costs;

pricing, availability and transportation of fuel and other commodities and the ability to recover the costs of such
commodities;

our ability to replace a mature workforce and retain qualified, skilled and experienced personnel;

effects of emerging technology;

war, acts of terrorism and cyber attacks;

our ability to manage expansion and integrate acquisitions;

our current and potential industrial and municipal customers’ ability to execute announced expansion plans;
population growth rates and demographic patterns; and

voning and permitting of land held for resale, real estate development or changes in the real estate market.
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Additional disclosures regarding factors that could cause our results or performance to differ from those anticipated by
this report are discussed in Part 1, Item 1A, under the heading “Risk Factors” beginning on page 29 of the Form 10-K
for the year ended December 31, 2014, and in “Item 1A. Risk Factors” in this Form 10-Q on page 64. Any
forward-looking statement speaks only as of the date on which such statement is made, and we undertake no
obligation to update any forward-looking statement to reflect events or circumstances after the date on which that
statement is made or to reflect the occurrence of unanticipated events. New factors emerge from time to time, and it is
not possible for management to predict all of these factors, nor can we assess the impact of each of these factors on
our businesses or the extent to which any factor, or combination of factors, may cause actual results to differ
materially from those contained in any forward-looking statement. Readers are urged to carefully review and consider
the various disclosures made by us in this Form 10-Q and in our other reports filed with the SEC that attempt to
identify the risks and uncertainties that may affect our business.

ALLETE, Inc. Third Quarter 2015 Form 10-Q
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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
ALLETE

CONSOLIDATED BALANCE SHEET
Millions — Unaudited

Assets

Current Assets

Cash and Cash Equivalents

Accounts Receivable (Less Allowance of $1.3 and $1.1)
Inventories

Prepayments and Other

Deferred Income Taxes

Total Current Assets

Property, Plant and Equipment — Net
Regulatory Assets

Investment in ATC

Other Investments

Goodwill and Intangible Assets — Net
Other Non-Current Assets

Total Assets

Liabilities and Equity

Liabilities

Current Liabilities

Accounts Payable

Accrued Taxes

Accrued Interest

Long-Term Debt Due Within One Year
Notes Payable

Other

Total Current Liabilities

Long-Term Debt

Deferred Income Taxes

Regulatory Liabilities

Defined Benefit Pension and Other Postretirement Benefit Plans

Other Non-Current Liabilities

Total Liabilities

Commitments, Guarantees and Contingencies (Note 15)
Equity

ALLETE’s Equity

Common Stock Without Par Value, 80.0 Shares Authorized, 49.0 and 45.9 Shares

Outstanding

Unearned ESOP Shares

Accumulated Other Comprehensive Loss
Retained Earnings

Total ALLETE Equity

Non-Controlling Interest in Subsidiaries
Total Equity

September 30, December 31,

2015

$103.0
110.7
119.1
42.5
28.0
403.3
3,639.1
353.3
126.0
113.5
212.9
83.7

$4,931.8

$125.0
34.8
14.5
49.1

94.3
317.7
1,549.0
593.6
105.8
189.6
352.7
3,108.4

1,264.9

1.4
(20.6
578.8
1,821.7
1.7
1,823.4

2014

$145.8
103.0
80.5
82.0
7.5
418.8
3,284.8
357.3
121.1
114.4
4.8
59.6

$4,360.8

$134.1
38.7
18.0
100.7
3.7
120.8
416.0
1,272.8
510.7
94.2
190.9
265.0
2,749.6

1,107.6

(7.2 )
(21.1 )
530.1

1,609.4

1.8

1,611.2

10
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Total Liabilities and Equity
The accompanying notes are an integral part of these statements.
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ALLETE
CONSOLIDATED STATEMENT OF INCOME
Millions Except Per Share Amounts — Unaudited

Quarter Ended Nine Months Ended

September 30, September 30,

2015 2014 2015 2014
Operating Revenue $462.5 $288.9 $1,105.8 $846.1
Operating Expenses
Fuel and Purchased Power 76.8 88.9 242.9 268.7
Transmission Services 13.9 11.9 40.1 33.2
Cost of Sales 149.8 16.8 233.3 59.2
Operating and Maintenance 81.3 65.7 246.4 214.3
Depreciation and Amortization 43.2 334 123.5 99.5
Taxes Other than Income Taxes 12.3 114 38.5 339
Total Operating Expenses 377.3 228.1 924.7 708.8
Operating Income 85.2 60.8 181.1 137.3
Other Income (Expense)
Interest Expense (17.7 )(13.2 )  (49.0 )(39.5
Equity Earnings in ATC 5.5 53 14.1 15.6
Other 1.7 2.1 3.5 6.0
Total Other Expense (10.5 )(5.8 ) (14 )(17.9
Income Before Non-Controlling Interest and Income Taxes 74.7 55.0 149.7 119.4
Income Tax Expense 14.4 13.4 27.0 27.1
Net Income 60.3 41.6 122.7 92.3
Less: Non-Controlling Interest in Subsidiaries (0.1 )— (0.1 )0.4
Net Income Attributable to ALLETE $60.4 $41.6 $122.8 $91.9
Average Shares of Common Stock
Basic 48.8 42.9 48.0 42.1
Diluted 48.9 42.9 48.1 423
Basic Earnings Per Share of Common Stock $1.24 $0.97 $2.56 $2.18
Diluted Earnings Per Share of Common Stock $1.23 $0.97 $2.55 $2.17
Dividends Per Share of Common Stock $0.505 $0.49 $1.515 $1.47

The accompanying notes are an integral part of these statements.

ALLETE, Inc. Third Quarter 2015 Form 10-Q
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ALLETE
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
Millions — Unaudited

Net Income

Other Comprehensive Income (Loss)

Unrealized Gain (Loss) on Securities

Net of Income Taxes of $(0.4), $—, $(0.3), and $0.1

Unrealized Gain on Derivatives

Net of Income Taxes of $—, $—, $0.1, and $0.1

Defined Benefit Pension and Other Postretirement Benefit Plans
Net of Income Taxes of $0.3, $0.2, $0.7, and $0.6

Total Other Comprehensive Income (Loss)

Total Comprehensive Income

Less: Non-Controlling Interest in Subsidiaries

Comprehensive Income Attributable to ALLETE

The accompanying notes are an integral part of these statements.

ALLETE, Inc. Third Quarter 2015 Form 10-Q
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Quarter Ended
September 30,
2015 2014
$60.3 $41.6
0.7 ) (0.1
— 0.1
0.3 0.2
0.4 ) 0.2
59.9 41.8
0.1 ) —
$60.0 $41.8

Nine Months Ended
September 30,
2015 2014

$122.7 $92.3

0.6 ) 0.1

0.1 0.1

1.0 0.8

0.5 1.0

123.2 93.3

0.1 ) 04
$123.3 $92.9

13
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ALLETE
CONSOLIDATED STATEMENT OF CASH FLOWS
Millions — Unaudited

Operating Activities

Net Income

Allowance for Funds Used During Construction — Equity
Income from Equity Investments — Net of Dividends
Gain on Sales of Investments and Property, Plant and Equipment
Depreciation Expense

Amortization of Power Purchase Agreements
Amortization of Other Intangible Assets and Other Assets
Deferred Income Tax Expense

Share-Based Compensation Expense

ESOP Compensation Expense

Defined Benefit Pension and Postretirement Benefit Expense
Bad Debt Expense

Changes in Operating Assets and Liabilities

Accounts Receivable

Inventories

Prepayments and Other

Accounts Payable

Other Current Liabilities

Changes in Regulatory and Other Non-Current Assets
Changes in Regulatory and Other Non-Current Liabilities
Cash from Operating Activities

Investing Activities

Proceeds from Sale of Available-for-sale Securities
Payments for Purchase of Available-for-sale Securities
Acquisitions of Subsidiaries — Net of Cash Acquired
Investment in ATC

Changes to Other Investments

Additions to Property, Plant and Equipment

Cash in Escrow for Acquisition

Proceeds from Sale of Property, Plant and Equipment
Cash for Investing Activities

Financing Activities

Proceeds from Issuance of Common Stock

Proceeds from Issuance of Long-Term Debt

Changes in Restricted Cash

Changes in Notes Payable

Repayments of Long-Term Debt

Acquisition of Non-Controlling Interest

Debt Issuance Costs

Dividends on Common Stock

Cash from Financing Activities

Change in Cash and Cash Equivalents

Nine Months Ended
September 30,

2015 2014
$122.7 $92.3
(2.6 ) (5.9 )
(3.7 ) (3.0 )
0.2 ) (0.2 )
120.7 99.5
(17.1 ) (9.0 )
5.0 0.8

26.5 25.2

2.1 1.7

7.3 6.7

11.5 9.6

0.8 1.1

11.6 16.9
(24.1 ) (9.2 )
0.4 ) 8.8

— (1.2 )
(0.8 ) (12.8 )
(6.2 ) (13.0 )
1.5 3.8

254.6 212.1

0.7 3.3

(1.1 ) (4.3 )
(324.8 ) (23.1 )
(1.2 ) (3.1 )
— 31.1
(208.2 ) (467.8 )
— 5.4

0.3 —
(5343 ) (4585 )
155.2 128.9
240.0 375.0
2.2 (1.4 )
3.7 ) 2.7

(81.8 ) (134.1 )
— (6.0 )
(1.0 ) (3.1 )
(74.0 ) (62.4 )
236.9 299.6
(42.8 ) 53.2

14
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Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period
The accompanying notes are an integral part of these statements.
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145.8
$103.0

97.3
$150.5
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The accompanying unaudited Consolidated Financial Statements have been prepared in accordance with the
instructions to Form 10-Q and Rule 10-01 of Regulation S-X and do not include all of the information and notes
required by GAAP for complete financial statements. Similarly, the December 31, 2014, Consolidated Balance Sheet
was derived from audited financial statements, but does not include all disclosures required by GAAP. In
management’s opinion, these unaudited financial statements include all adjustments necessary for a fair statement of
financial results. All adjustments are of a normal, recurring nature, except as otherwise disclosed. Operating results for
the nine months ended September 30, 2015, are not necessarily indicative of results that may be expected for any other
interim period or for the year ending December 31, 2015. For further information, refer to the Consolidated Financial
Statements and notes included in our 2014 Form 10-K.

NOTE 1. OPERATIONS AND SIGNIFICANT ACCOUNTING POLICIES

Reclassifications. As a result of recent acquisitions, certain financial statement captions have been added and we have
reclassified certain prior-period amounts on our Consolidated Balance Sheet and Consolidated Statement of Income to
conform to the presentation for the current period.

Consolidated Balance Sheet. In conformity with the current presentation of Goodwill and Intangible Assets - Net on
the Consolidated Balance Sheet, we have reclassified our December 31, 2014, Consolidated Balance Sheet to include
$1.6 million and $3.2 million of goodwill and intangible assets previously disclosed in Property, Plant and Equipment
- Net and Other Non-Current Assets, respectively, under Goodwill and Intangible Assets - Net. There was no impact
to Total Assets as a result of the reclassification.

Consolidated Statement of Income. In conformity with the current presentation of Cost of Sales on the Consolidated
Statement of Income, we have reclassified $16.8 million from Operating and Maintenance expenses to Cost of Sales
for the quarter ended September 30, 2014, and $59.2 million for the nine months ended September 30, 2014. Cost of
Sales includes purchased gas at SWL&P, expenses incurred to deliver coal at BNI Coal, and the cost of land and other
sales at ALLETE Properties. Cost of Sales also includes costs associated with the manufacture and delivery of
inventories at U.S. Water Services, our integrated water management company which was acquired on February 10,
2015. (See Note 4. Acquisitions.) In addition to the presentation of Cost of Sales, we have created new captions on the
Consolidated Statement of Income to provide additional detail for Transmission Services and Taxes Other than
Income Taxes. Transmission Services are MISO-related costs incurred for the transmission of electricity. In
conformity with the current presentation, we have reclassified from Operating and Maintenance expenses

$11.9 million of Transmission Services and $11.4 million of Taxes Other than Income Taxes for the quarter ended
September 30, 2014, and $33.2 million of Transmission Services and $33.9 million of Taxes Other than Income Taxes
for the nine months ended September 30, 2014. There was no impact to Operating Income, Net Income, or Net
Income Attributable to ALLETE as a result of these reclassifications.

Inventories. Inventories are stated at the lower of cost or market. Amounts removed from inventories in our Regulated
Operations and ALLETE Clean Energy segments are recorded on an average cost basis. Amounts removed from
inventories in our U.S. Water Services and Corporate and Other segments are recorded on an average cost, first-in,
first-out or specific identification basis.

) September 30, December 31,
Inventories

2015 2014
Millions
Fuel $54.0 $29.0
Materials and Supplies 52.6 51.5
Raw Materials 3.1 —

16
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Work in Progress
Finished Goods

Reserve for Obsolescence
Total Inventories
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0.7

8.9

0.2
$119.1
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NOTE 1. OPERATIONS AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Prepayments and Other Current Assets September 30, December 31,

2015 2014
Millions
Deferred Fuel Adjustment Clause $16.3 $16.3
Construction Costs for Development Project (a) — 48.2
Restricted Cash (b) 8.1 2.7
Other 18.1 14.8
Total Prepayments and Other Current Assets $42.5 $82.0

Construction Costs for Development Project relate to ALLETE Clean Energy’s project to develop and construct a

wind energy facility in 2015. Beginning in the second quarter of 2015, these costs have been net against contract

billings. (See Billings in Excess of Costs and Estimated Earnings in Other Current Liabilities table and Note 4.

Acquisitions.)

Restricted Cash related to ALLETE Clean Energy’s wind energy facilities’ operating expense and capital

(b)distribution reserve requirements, and cash pledged as collateral by U.S. Water Services for stand-by letters of
credit.

(a)

Goodwill and Intangible Assets.

Goodwill. Goodwill is the excess of the purchase price (consideration transferred) over the estimated fair value of net
assets of acquired businesses. In accordance with GAAP, goodwill is not amortized. To align with the annual
budgeting and forecasting process, goodwill is assessed annually in the fourth quarter for impairment and whenever an
event occurs or circumstances change that would indicate the carrying amount may be impaired. Impairment testing
for goodwill is done at the reporting unit level. An impairment loss is recognized when the carrying amount of the
reporting unit’s net assets exceeds the estimated fair value of the reporting unit. The estimated fair value is generally
determined using a discounted cash flow analysis.

Intangible Assets. Intangible assets include customer relationships, patents, non-compete agreements and trademarks
and trade names. Intangible assets with definite lives consist of customer relationships, patents and non-compete
agreements, which are amortized on a straight-line or accelerated basis with estimated useful lives ranging from
approximately 3 years to approximately 22 years. We review definite-lived intangible assets for impairment whenever
events or circumstances indicate that the carrying amount of an asset may not be recoverable. Indefinite-lived
intangible assets consist of trademarks and trade names, which are tested for impairment annually in the fourth quarter
and whenever an event occurs or circumstances change that would indicate that the carrying amount may be impaired.
Impairment is calculated as the excess of the asset’s carrying amount over its fair value. Fair value is generally
determined using a discounted cash flow analysis.

Other Non-Current Assets.

Restricted Cash. Included in Other Non-Current Assets on the Consolidated Balance Sheet was restricted cash of
$11.9 million and $5.3 million as of September 30, 2015, and December 31, 2014, respectively, related primarily to
ALLETE Clean Energy’s wind energy facilities’ major maintenance, debt service, and other reserve requirements.

ALLETE, Inc. Third Quarter 2015 Form 10-Q
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NOTE 1. OPERATIONS AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Other Current Liabilities September 30, December 31,

2015 2014
Millions
Customer Deposits $17.6 $19.7
Power Purchase Agreements (a) 23.8 19.4
Construction Deposits Received for Development Project (b) — 54.3
Billings in Excess of Costs and Estimated Earnings (c) 8.8 —
Other 44.1 274
Total Other Current Liabilities $94.3 $120.8

Power Purchase Agreements were acquired in conjunction with ALLETE Clean Energy’s wind energy facilities
acquisitions. (See Note 4. Acquisitions.)

Construction Deposits Received for Development Project relate to ALLETE Clean Energy’s project to develop and
construct a wind energy facility in 2015. Beginning in the second quarter of 2015, these deposits have been net
against contract costs and estimated gross profit. (See Billings in Excess of Costs and Estimated Earnings below
and Note 4. Acquisitions.)

Billings in Excess of Costs and Estimated Earnings represents the excess of contract billings over the construction
costs incurred and estimated earnings recognized. In the second quarter of 2015, the NDPSC approved the sale
agreement ALLETE Clean Energy has with Montana-Dakota Utilities to develop, construct, and sell a wind energy
facility in 2015. (See Note 4. Acquisitions.)

(a)

(b)

(©)

Other Non-Current Liabilities September 30, December 31,

2015 2014
Millions
Asset Retirement Obligation $126.3 $109.2
Power Purchase Agreements (a) 143.9 110.7
Contingent Consideration (b) 37.4 —
Other 45.1 45.1
Total Other Non-Current Liabilities $352.7 $265.0

Power Purchase Agreements were acquired in conjunction with ALLETE Clean Energy’s wind energy facilities
acquisitions. (See Note 4. Acquisitions.)
Contingent Consideration relates to the estimated fair value of the earnings-based payment resulting from the U.S.

(a)

(b)Water Services acquisition. (See Note 4. Acquisitions and Note 6. Fair Value.)

Supplemental Statement of Cash Flows Information.

Nine Months Ended September 30, 2015 2014
Millions

Cash Paid During the Period for Interest — Net of Amounts Capitalized $46.6 $39.4
Cash Paid During the Period for Income Taxes $0.1 $2.8
Noncash Investing and Financing Activities

Decrease in Accounts Payable for Capital Additions to Property, Plant and Equipment $(26.8) $(6.5)
Capitalized Asset Retirement Costs $7.8 $0.6
AFUDC-Equity $2.6 $5.9
ALLETE Common Stock Contributed to the Pension Plan — $19.5
Contingent Consideration $35.7 —

Subsequent Events. The Company performed an evaluation of subsequent events for potential recognition and
disclosure through the time of the financial statements issuance.
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NOTE 1. OPERATIONS AND SIGNIFICANT ACCOUNTING POLICIES (Continued)
New Accounting Standards.

Reporting Discontinued Operations and Disclosures of Disposals of Components of an Entity. In April 2014, the
FASB issued an accounting standard update modifying the criteria for determining which disposals should be
presented as discontinued operations and modifying the related disclosure requirements. Additionally, the new
guidance requires that a business which qualifies as held for sale upon acquisition should be reported as discontinued
operations. The new guidance was effective beginning in the first quarter of 2015, and applies prospectively to new
disposals and new classifications of disposal groups as held for sale. This guidance is not expected to have a material
impact on our Consolidated Financial Statements. We will consider the requirements of this standard if future
transactions arise.

Revenue from Contracts with Customers. In May 2014, the FASB issued amended revenue recognition guidance to
clarify the principles for recognizing revenue from contracts with customers. The guidance requires an entity to
recognize revenue to depict the transfer of goods or services to customers in an amount that reflects the consideration
to which an entity expects to be entitled in exchange for those goods or services. The guidance also requires expanded
disclosures relating to the nature, amount, timing, and uncertainty of revenue and cash flows arising from contracts
with customers. Additionally, qualitative and quantitative disclosures are required regarding customer contracts,
significant judgments and changes in judgments, and assets recognized from the costs to obtain or fulfill a contract.
This accounting guidance was to have been effective for the Company beginning in the first quarter of 2017 using one
of two prescribed retrospective methods. On July 9, 2015, the FASB decided to defer the effective date of the standard
by one year which will make the guidance effective for the Company beginning in the first quarter of 2018. Early
adoption is permitted beginning in the first quarter of 2017 for public companies. The Company is evaluating the
impact of the amended revenue recognition guidance on the Company’s Consolidated Financial Statements.

Presentation of Debt Issuance Costs. In April 2015, the FASB issued revised guidance addressing the presentation
requirements for debt issuance costs. Under the revised guidance, all costs incurred to issue debt are to be presented
on the Consolidated Balance Sheet as a direct deduction from the carrying amount of that debt liability. The revised
guidance is effective for interim and annual reporting periods beginning after December 15, 2015. The adoption of
this update is not expected to have a material impact on our Consolidated Financial Statements.

Simplifying the Measurement of Inventory. In July 2015, the FASB issued an accounting standard which requires
entities that measure inventory using the first-in, first-out or average cost methods to measure inventory at the lower
of cost or net realizable value. Net realizable value is defined as estimated selling price in the ordinary course of
business less reasonably predictable costs of completion, disposal and transportation. This accounting guidance is
effective for the Company beginning in the first quarter of 2017; early adoption is permitted. The adoption of this
update is not expected to have a material impact on our Consolidated Financial Statements.

NOTE 2. BUSINESS SEGMENTS

During the quarter ended September 30, 2015, management updated our reportable segment presentation to reflect the
manner in which we operate, assess, and allocate resources after our recent acquisitions. We will now present three
reportable segments, Regulated Operations, ALLETE Clean Energy, and U.S. Water Services. Prior period amounts
have been revised to conform with the current business segment presentation.

Regulated Operations includes three operating segments which consist of our regulated utilities, Minnesota Power and
SWL&P, as well as our investment in ATC, a Wisconsin-based regulated utility that owns and maintains electric

transmission assets in parts of Wisconsin, Michigan, Minnesota and Illinois. ALLETE Clean Energy is our business
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aimed at acquiring or developing capital projects that create energy solutions by way of wind, solar, biomass, hydro,
natural gas, shale resources, clean coal technology and other emerging energy innovations. U.S. Water Services is our
integrated water management company which was acquired on February 10, 2015. The ALLETE Clean Energy and
U.S. Water Services reportable segments comprise our Energy Infrastructure and Related Services businesses. We
also present Corporate and Other which includes two operating segments, BNI Coal, our coal mining operations in
North Dakota, and ALLETE Properties, our Florida real estate investment, along with other business development and
corporate expenditures, unallocated interest expense, a small amount of non-rate base generation, approximately 5,000
acres of land in Minnesota, and earnings on cash and investments.

ALLETE, Inc. Third Quarter 2015 Form 10-Q
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NOTE 2. BUSINESS SEGMENTS (Continued)

Millions
Operating Revenue
Regulated Operations

Energy Infrastructure and Related Services
ALLETE Clean Energy
U.S. Water Services

Corporate and Other

Total Operating Revenue

Net Income (Loss) Attributable to ALLETE
Regulated Operations (a)

Energy Infrastructure and Related Services
ALLETE Clean Energy
U.S. Water Services

Corporate and Other (a)
Total Net Income Attributable to ALLETE

Quarter Ended
September 30,
2015 2014
$250.2 $255.8
151.1 6.8
36.1 —
25.1 26.3
$462.5 $288.9
$43.8 $40.9
13.2 0.5
1.0 —
2.4 0.2
$60.4 $41.6

Nine Months Ended
September 30,
2015 2014
$743.0 $749.6
197.5 22.6
86.0 —

79.3 73.9
$1,105.8 $846.1
$108.1 $91.6

18.7 1.2

1.5 —

(5.5 )(0.9
$122.8 $91.9

During the third quarter of 2015, the Company entered into an intercompany loan agreement, and allocated
long-term debt to ALLETE Transmission Holdings, which owns approximately 8 percent of ATC, to better reflect
the capital requirements of ALLETE Transmission Holdings and our investment in ATC. ALLETE Transmission
(a)Holdings recognized interest expense of approximately $0.3 million after-tax in the third quarter of 2015 which is
reflected in our Regulated Operations segment. Our Corporate and Other segment recognized interest income of the
same amount. The amounts are eliminated in consolidation. Prior period segment results have been revised to
conform to the current presentation as if the intercompany loan existed as of January 1, 2014.

As of September 30,
Millions

Assets

Regulated Operations

Energy Infrastructure and Related Services
ALLETE Clean Energy
U.S. Water Services

Corporate and Other
Total Assets

ALLETE, Inc. Third Quarter 2015 Form 10-Q
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2015

$3,836.3

565.7
257.8

272.0
$4,931.8

2014

$3,519.9

184.4

363.6
$4,067.9

)
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NOTE 3. INVESTMENTS

Investments. At September 30, 2015, our investment portfolio included the real estate assets of ALLETE Properties,
debt and equity securities consisting primarily of securities held in other postretirement plans to fund employee
benefits, the cash equivalents within these plans, and other assets consisting primarily of land in Minnesota.

Other Investments September 30, December 31,

2015 2014
Millions
ALLETE Properties $88.3 $88.2
Available-for-sale Securities (a) 18.5 18.9
Cash Equivalents 2.6 2.9
Other 4.1 44
Total Other Investments $113.5 $114.4

As of September 30, 2015, the aggregate amount of available-for-sale corporate debt securities maturing in one
(a)year or less was $0.2 million, in one year to less than three years was $1.6 million, in three years to less than five
years was $3.0 million, and in five or more years was $6.4 million.

ALLETE Properties.

Land Inventory. Land inventory is accounted for as held for use and is recorded at cost, unless the carrying value is
determined not to be recoverable in accordance with the accounting standards for property, plant and equipment, in
which case the land inventory is written down to fair value. Land values are reviewed for indicators of impairment on
a quarterly basis and no impairments were recorded for the quarter and nine months ended September 30, 2015 (none
for the year ended December 31, 2014).

Available-For-Sale Securities

Millions Gross Unrealized
Cost Gain Loss Fair Value
September 30, 2015 $20.1 $0.1 $1.7 $18.5
December 31, 2014 $19.6 $0.2 $0.9 $18.9
Net Gross Realized
Proceeds Gain Loss
Quarter Ended September 30,
2015 — — —
2014 $0.6 — —
Nine Months Ended September 30,
2015 $0.7 $0.1 —
2014 $3.3 $0.2 —

ALLETE, Inc. Third Quarter 2015 Form 10-Q
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NOTE 4. ACQUISITIONS

The acquisitions below are consistent with ALLETE’s stated strategy of investing in energy infrastructure and related
services businesses to complement its core regulated utility, balance exposure to business cycles and changing
demand, and provide potential long-term earnings growth. The pro forma impact of the following acquisitions was not
significant, either individually or in the aggregate, to the results of the Company for the nine months ended

September 30, 2015, and year ended December 31, 2014.

2015 Activity.

U.S. Water Services. On February 10, 2015, ALLETE acquired U.S. Water Services. Total consideration for the
transaction was $202.3 million, which included payment of $166.6 million in cash and an estimated fair value of
earnings-based contingent consideration of $35.7 million to be paid through 2019. The contingent consideration is
presented within Other Non-Current Liabilities on the Consolidated Balance Sheet. The Consolidated Statement of
Income reflects 100 percent of the results of operations for U.S. Water Services since the acquisition date as the
Company has acquired 100 percent of U.S. Water Services. U.S. Water Services, an integrated industrial water
management company headquartered in St. Michael, Minnesota, provides integrated water management for industry
by combining chemical, equipment, engineering and service for customized solutions to reduce water and energy
usage and improve efficiency. U.S. Water Services helps customers achieve efficient and sustainable use of their
water and energy systems, is a leading provider to the biofuels industry, and has a growing presence in the power
generation and midstream oil and gas industries.

The acquisition was accounted for as a business combination and the purchase price was allocated based on the
estimated fair values of the assets acquired and the liabilities assumed at the date of acquisition. The allocation of the
purchase price is subject to judgment and the preliminary estimated fair value of the assets acquired and the liabilities
assumed may be adjusted when the valuation analysis is completed in subsequent periods. Preliminary estimates
subject to adjustment in subsequent periods relate primarily to income taxes; subsequent adjustments could impact the
amount of goodwill recorded. Fair value measurements were valued primarily using the discounted cash flow method.

Millions

Assets Acquired

Cash and Cash Equivalents $0.9
Accounts Receivable 16.8
Inventories (a) 13.4
Other Current Assets (b) 53
Property, Plant and Equipment 10.6
Goodwill (¢) 127.7
Intangible Assets (d) 83.0
Other Non-Current Assets 0.2
Total Assets Acquired $257.9
Liabilities Assumed

Current Liabilities $19.2
Non-Current Liabilities 36.4
Total Liabilities Assumed $55.6
Net Identifiable Assets Acquired $202.3

Included in Inventories was $2.7 million of fair value adjustments relating to work in progress and finished goods
inventories which will be recognized as Cost of Sales within one year from the acquisition date.

Included in Other Current Assets was $1.6 million relating to the fair value of sales backlog. Sales backlog will be
(b)recognized as Cost of Sales within one year from the acquisition date. Also included in Other Current Assets was
restricted cash of $2.1 million relating to cash pledged as collateral for stand-by letters of credit.

(a)
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(c)For tax purposes, the purchase price allocation resulted in $3.2 million of deductible Goodwill.
) Intangible Assets include customer relationships, patents, non-compete agreements and trademarks and trade
names. (See Note 5. Goodwill and Intangible Assets.)

Acquisition-related costs of $3.0 million after-tax were expensed as incurred during the first quarter of 2015, and were
recorded in Operating and Maintenance on the Consolidated Statement of Income.
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NOTE 4. ACQUISITIONS (Continued)
2015 Activity (Continued)

Chanarambie/Viking. On April 15, 2015, ALLETE Clean Energy acquired wind energy facilities in southern
Minnesota (Chanarambie/Viking) from EDF Renewable Energy, Inc. for $48.0 million.

The facilities have 97.5 MW of generating capability and are located near ALLETE Clean Energy’s Lake Benton
facility. The wind energy facilities began commercial operations in 2003 and have PPAs in place for their entire
output, which expire in 2018 (12 MW) and 2023 (85.5 MW).

The acquisition was accounted for as a business combination and the purchase price was allocated based on the
estimated fair values of the assets acquired and the liabilities assumed at the date of acquisition. In connection with
finalizing purchase price accounting, the Company recorded minor adjustments during the third quarter of 2015 to
certain assets and liabilities, which are reflected in the table below. The result of these adjustments had no impact on
the results of operations for the nine months ended September 30, 2015. Fair value measurements were valued
primarily using the discounted cash flow method.

Millions

Assets Acquired

Current Assets $4.8
Property, Plant and Equipment 103.0
Other Non-Current Assets (a) 1.0
Total Assets Acquired $108.8
Liabilities Assumed

Current Liabilities (b) $6.7
Power Purchase Agreements 49.0
Non-Current Liabilities 5.1
Total Liabilities Assumed $60.8
Net Identifiable Assets Acquired $48.0
@ Included in Other Non-Current Assets was $0.3 million of goodwill; for tax purposes, the purchase price allocation

resulted in no allocation to goodwill.
(b)Current Liabilities included $5.9 million related to the current portion of Power Purchase Agreements.

Acquisition-related costs of $0.2 million after-tax were expensed as incurred during the first six months of 2015, and
were recorded in Operating and Maintenance on the Consolidated Statement of Income.

Armenia Mountain. On July 1, 2015, ALLETE Clean Energy acquired 100 percent of a wind energy facility located
near Troy, Pennsylvania (Armenia Mountain) from The AES Corporation (AES) and a minority shareholder for
$111.1 million, plus the assumption of existing debt.

The facility has 100.5 MW of generating capability, began commercial operations in 2009, and has PPAs in place for
its entire output, which expire in 2024.

The acquisition was accounted for as a business combination and the purchase price was allocated based on the
estimated fair values of the assets acquired and the liabilities assumed at the date of acquisition. The allocation of the
purchase price is subject to judgment and the preliminary estimated fair value of the assets acquired and the liabilities
assumed may be adjusted when the valuation analysis is completed in subsequent periods. Preliminary estimates
subject to adjustment in subsequent periods relate primarily to property, plant and equipment, working capital and
PPAs; subsequent adjustments could impact the amount of goodwill recorded. Fair value measurements were valued
primarily using the discounted cash flow method.
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NOTE 4. ACQUISITIONS (Continued)
2015 Activity (Continued)

Millions

Assets Acquired

Current Assets (a) $9.0
Property, Plant and Equipment 156.7
Other Non-Current Assets (b) 14.4
Total Assets Acquired $180.1
Liabilities Assumed

Current Liabilities $3.4
Long-Term Debt Due Within One Year 5.9
Long-Term Debt 55.0
Other Non-Current Liabilities 4.7
Total Liabilities Assumed $69.0
Net Identifiable Assets Acquired $111.1
@ Included in Current Assets was $1.0 million related to the current portion of Power Purchase Agreements

and $6.0 million of restricted cash related to capital distribution reserve requirements.
Included in Other Non-Current Assets was $8.2 million related to the non-current portion of Power Purchase
Agreements, $6.1 million of restricted cash related to operating expense and major maintenance reserve
requirements, and $0.1 million of goodwill; for tax purposes, the purchase price allocation resulted in no allocation
to goodwill.

(b)

Acquisition-related costs of $1.6 million after-tax were expensed as incurred during the first nine months of 2015, and
were recorded in Operating and Maintenance on the Consolidated Statement of Income.

Montana-Dakota Utilities. In November 2014, ALLETE Clean Energy acquired a business for $27.0 million to
develop a wind facility near Hettinger, North Dakota. ALLETE Clean Energy is developing and constructing a 107
MW wind facility consisting of 43 turbines, which was approved to be sold to Montana-Dakota Utilities by the
NDPSC on June 30, 2015, for approximately $200 million. Construction is expected to be completed in December
2015.

The acquisition was accounted for as a business combination and the purchase price was allocated based on the
estimated fair values of the assets acquired and liabilities assumed at the date of acquisition. Fair value measurements
were valued primarily using the replacement cost method and determined that the assets acquired amounted to cash of
$3.6 million and construction in process of $23.4 million. There were no liabilities assumed and no recognition of
goodwill.

As a result of the NDPSC approval of the sale agreement with Montana-Dakota Ultilities in the second quarter of
2015, ALLETE Clean Energy began accounting for the project under the percentage of completion method of
accounting for contracts. The percentage of completion used to recognize revenue and cost of sales is calculated based
on the percentage of construction costs incurred at the measurement date compared to the estimated total construction
costs. We have selected this method because we consider construction costs to be the best available measure of
progress on the project. Any adjustments to the estimated percentage of completion or estimated earnings, and the
related impacts to operating income, are recorded in the period they become known.

The following table summarizes contract billings, construction costs, and estimated earnings recognized for the wind
facility:
September 30,
2015
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Millions

Contract Billings $169.7
Construction Costs 137.5
Estimated Earnings 234
Billings in Excess of Costs and Estimated Earnings (a) $8.8

(a)Included in Current Liabilities - Other on the Consolidated Balance Sheet.
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NOTE 4. ACQUISITIONS (Continued)
2015 Activity (Continued)

For the nine months ended September 30, 2015, revenue of $156.4 million and cost of sales of $133.0 million were
recognized under the percentage of completion method of accounting for contracts and were reported on the
Consolidated Statement of Income as Operating Revenue and Cost of Sales, respectively. Cash flows related to
construction costs incurred, contract billings, and estimated earnings were reported net on the Consolidated Statement
of Cash Flows as Current Liabilities - Other.

As of December 31, 2014, contract billings received were $54.3 million and construction costs incurred (including the
construction costs acquired) were $48.2 million and were classified as Current Liabilities - Other and Prepayments
and Other, respectively, on the Consolidated Balance Sheet.

2014 Activity.

ACE Wind Acquisition. In January 2014, ALLETE Clean Energy acquired wind energy facilities located in Lake
Benton, Minnesota (Lake Benton), Storm Lake, lowa (Storm Lake II) and Condon, Oregon (Condon) from AES for
$26.9 million.

Lake Benton, Storm Lake II and Condon have 104 MW, 77 MW and 50 MW of generating capability, respectively.
Lake Benton and Storm Lake II began commercial operations in 1998, while Condon began operations in 2002. All

three wind energy facilities have PPAs in place for their entire output, which expire in various years between 2019
and 2032.

ALLETE Clean Energy acquired a controlling interest in the limited liability company (LLC) which owns Lake
Benton and Storm Lake II, and a controlling interest in the LLC that owns Condon. The acquisition was accounted for
as a business combination and the purchase price was allocated based on the estimated fair values of the assets
acquired and the liabilities assumed at the date of acquisition. Fair value measurements were valued primarily using
the discounted cash flow method.

Millions

Assets Acquired

Cash and Cash Equivalents $3.8
Other Current Assets 14.3
Property, Plant and Equipment 156.9
Other Non-Current Assets (a) 7.5
Total Assets Acquired $182.5
Liabilities Assumed

Current Liabilities (b) $15.2
Long-Term Debt Due Within One Year 2.2
Long-Term Debt 21.1
Power Purchase Agreements 99.4
Other Non-Current Liabilities 10.6
Non-Controlling Interest (c) 7.1
Total Liabilities and Non-Controlling Interest Assumed $155.6
Net Identifiable Assets Acquired $26.9
@ Included in Other Non-Current Assets was $0.3 million for the option to purchase Armenia Mountain, and

goodwill of $2.9 million; for tax purposes, the purchase price allocation resulted in no allocation to goodwill.
(b)Current Liabilities included $12.4 million related to the current portion of Power Purchase Agreements.

(©)
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The purchase price accounting valued the non-controlling interest relating to Lake Benton, Storm Lake II and
Condon at fair value using the discounted cash flow method.

In February 2014, ALLETE Clean Energy purchased the non-controlling interest related to Lake Benton and Storm
Lake II for $6.0 million. This was accounted for as an equity transaction, and no gain or loss was recognized in net
income or other comprehensive income.
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NOTE 4. ACQUISITIONS (Continued)
2014 Activity (Continued)

Storm Lake I Acquisition. In December 2014, ALLETE Clean Energy acquired a wind energy facility in Storm Lake,
Towa (Storm Lake I) from NRG Energy, Inc. for $15.1 million.

Storm Lake I has 108 MW of generating capability and is located adjacent to Storm Lake II. The wind energy facility
began commercial operations in 1999 and has a PPA in place for its entire output which expires in 2019.

The acquisition was accounted for as a business combination and the purchase price was allocated based on the
estimated fair values of the assets acquired and the liabilities assumed at the date of acquisition. In connection with
finalizing purchase price accounting, the Company recorded minor adjustments during the first quarter of 2015 to
certain assets and liabilities, which are reflected in the table below. The result of these adjustments had no impact on
the results of operations for the nine months ended September 30, 2015. Fair value measurements were valued
primarily using the discounted cash flow method.

Millions

Assets Acquired

Cash and Cash Equivalents $0.4
Other Current Assets 4.7
Property, Plant and Equipment 47.3
Other Non-Current Assets (a) 11.4
Total Assets Acquired $63.8
Liabilities Assumed

Current Liabilities (b) $8.2
Power Purchase Agreements 23.5
Non-Current Liabilities 17.0
Total Liabilities Assumed $48.7
Net Identifiable Assets Acquired $15.1
@ Included in Other Non-Current Assets was $0.4 million of restricted cash and an immaterial amount of goodwill;

for tax purposes, the purchase price allocation resulted in no allocation to goodwill.
(b)Current Liabilities included $7.5 million related to the current portion of Power Purchase Agreements.

NOTE 5. GOODWILL AND INTANGIBLE ASSETS

The following table summarizes changes to goodwill by business segment for the nine months ended
September 30, 2015:
ALLETE Clean U.S. Water

Energy Services Total
Millions
Balance as of December 31, 2014 $2.9 — $2.9
Acquired Goodwill 0.4 $127.7 128.1
Balance as of September 30, 2015 $3.3 $127.7 $131.0
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NOTE 5. GOODWILL AND INTANGIBLE ASSETS (Continued)

Balances of intangible assets, net, excluding goodwill as of September 30, 2015, are as follows:

lz)glcjmber 31 Additions () Amortization  Other (b) ggll’tsember 30,
Millions
Intangible Assets
Definite-Lived Intangible Assets
Customer Relationships — $60.1 $(2.2) — $57.9
?Csveloped Technology and Other $1.9 6.4 0.6) $(0.3) 74
Total Definite-Lived Intangible 19 66.5 2.8) 0.3) 65.3
Assets
Indefinite-Lived Intangible Assets
Trademarks and Trade Names — 16.6 n/a — 16.6
Total Intangible Assets $1.9 $83.1 $(2.8) $(0.3) $81.9

(a) Additions are primarily the result of the U.S. Water Services acquisition. (See Note 4. Acquisitions.)

(b) Armenia Mountain was acquired on July 1, 2015, at which time the purchase option intangible asset was
reclassified as a component of the acquisition consideration.

(c)Developed Technology and Other includes patents, non-compete agreements, and land easements.

Customer relationships have a useful life of approximately 22 years and developed technology and other have useful
lives ranging from approximately 3 years to approximately 13 years (weighted average of approximately 9 years). The
weighted average useful life of all definite-lived intangible assets as of September 30, 2015, is approximately 21
years.

Amortization expense of intangible assets for the nine months ended September 30, 2015, was $2.8 million.
Accumulated amortization was $2.9 million and $0.1 million as of September 30, 2015, and December 31, 2014,
respectively. The estimated amortization expense for definite-lived intangible assets for the remainder of 2015 is $1.1
million. Estimated annual amortization expense for definite-lived intangible assets is $4.3 million in 2016,

$4.2 million in 2017, $4.1 million in 2018, $4.0 million in 2019, and $47.6 million thereafter.

NOTE 6. FAIR VALUE

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date (exit price). We utilize market data or assumptions that market
participants would use in pricing the asset or liability, including assumptions about risk and the risks inherent in the
inputs to the valuation technique. These inputs can be readily observable, market corroborated or generally
unobservable. We primarily apply the market approach for recurring fair value measurements and endeavor to utilize
the best available information. Accordingly, we utilize valuation techniques that maximize the use of observable