
 

 
 

Christopher D. Anderson 
Associate General Counsel 
218-723-3961 
e-mail canderson@allete.com 

 
      October 21, 2013 
 
VIA ELECTRONIC FILING 
 
Dr. Burl W. Haar 
Executive Secretary 
Minnesota Public Utilities Commission 
121  7th Place East, Suite 350 
St. Paul, MN 55101-2147 
 
 Re: Minnesota Power’s Petition for Approval of an Affiliated Interest 
  Agreement with Superior Water, Light and Power Company 

Docket No. E015/AI-13-_____ 
 

Dear Dr. Haar: 
 
 Minnesota Power hereby electronically submits its Petition for Approval of an 
Affiliated Interest Agreement between Minnesota Power and Superior Water, Light and 
Power Company.  This Petition was originally filed as a Compliance Filing in Docket No. 
E015/AI-11-978 on July 31, 2013 (attached as Attachment 1). The Department 
subsequently requested that the information be submittted for approval as a new docket, 
along with the filing of the Electric Service Agreement (Attachment 2) in its entirety. A 
verification page is included as Attachment 3. 
 

As explained in the prior filing, only Exhibit B contains changes to the 
previously-approved Electric Service Agreement with Superior Water Light and Power. 
 

As reflected in the attached Affidavit of Service, this letter has been filed on all 
parties on the general service list utilized by Minnesota Power. 
 
 Please direct any questions to me regarding this filing at the number listed above. 
 

Yours truly, 

 
Christopher D. Anderson 

 
kl 
c: Service list 
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Christopher D. Anderson 
Associate General Counsel 
218-723-3961 
e-mail canderson@allete.com 

 
      July 31, 2013 
 
 
VIA ELECTRONIC FILING 
 
 
Dr. Burl W. Haar 
Executive Secretary 
Minnesota Public Utilities Commission 
121  7th Place East, Suite 350 
St. Paul, MN 55101-2147 
 
 
 Re: Minnesota Power’s Petition for Approval of an Affiliated Interest 
  Agreement with Superior Water, Light and Power Company 

Docket No. E015/AI-11-978 
 
 

Dear Dr. Haar: 
 

Minnesota Power hereby submits electronically its Compliance Filing, or 
alternatively, an update to its Petition for Approval of an Affiliated Interest Agreement 
Between ALLETE, Inc. and Superior Water, Light and Power Company originally filed 
on September 29, 2011 in the above-referenced Docket. 

 
I. Compliance Filing 
 
By Order dated September 7, 2012 the Minnesota Public Utilities Commission 

(“Commission”) approved Minnesota Power’s most recent wholesale electric service 
agreement with Superior Water Light and Power Company (“SWLP”), a subsidiary of 
ALLETE, Inc. and an affiliate of Minnesota Power. That Docket is  referenced above 
 

The purpose of this letter is to notify the Commission that Minnesota Power has 
modified Exhibit B (the Cost-based Formula Rate Calculation Methodology) of each of 
its seventeen wholesale Electric Service Agreements  (ESA) to include applicable 
Production Tax Credits (PTCs) being generated by Minnesota Power’s new wind 
generation assets in North Dakota.  These credits are a result of federal tax legislation to 
encourage investment in wind assets. Exhibit B was updated for each wholesale electric 
service customer to ensure that the PTC was credited through the formula rate process. 
This change, along with other minor changes to footnotes as described in Exhibit B, were 
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made to all of Minnesota Power’s wholesale electric service agreements effective July 1, 
2013.  
 

Each wholesale customer executed an updated ESA, and included with this letter 
as Attachment A is a complete copy of the modified Exhibit B to the ESA with SWLP. 
Attachment B is a page summarizing the changes to the formula rate for all wholesale 
customers. 

 
 
II. Updated Petition for Approval 
 
Alternatively, historically the Commission has requested that a new Petition for 

Approval of an Affiliated Interest be filed for any change to the ESA with SWLP. If the 
Commission wishes to treat this request as a new Petition, then Minnesota Power has 
updated the Petition as indicated below: 

 
1. A heading that identifies the type of transactions. 
No change from original Petition. 

2. The identity of the affiliated parties in the first sentence. 
No change from original Petition. 

3. A general description of the nature and terms of the agreements, 
including the effective date of the contract or arrangement and the length of the 
contract or arrangement. 

The agreement was executed on July 15, 2013 by both parties and is effective July 
1, 2013.   

The substantive change to the ESA is the revision to Attachment B (the Power 
Supply Formula Rate Calculation)  is to flow through Production Tax Credits (PTCs) 
being generated by Minnesota Power’s new wind generation assets in North Dakota. 
Credits are a result of federal tax legislation to encourage investment in wind assets. 
The following pages changed to incorporate these credits:  

• Page A-2 Determination of Energy-Related Costs and Energy Charges  
• Line added: 10. A Production Tax Credit (PTCs) generated.  
• Page A-6 Production Related Electric Plant in Service, footnote e/ Accumulated 

Deferred Income Taxes, FERC accounts 281,282,283, and 190. Include in the 
total balance “Direct Assignment Production only #190” the balance related to 
PTCs.  

• Page A-17 Production Related Income Tax: Line 11 ITC and PTC Adjustment, 
added column “PTC” lines 8-11. 

 
In addition to these changes, various footnotes and reference comments were 

updated to help clarify sources of information or inputs. All of these changes are 
described and summarized in Attachment B to this Letter.  
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4. A list and the past history of all current contracts or agreements between 
the utility and the affiliate, the consideration received by the affiliate for 
such contracts or agreements, and a summary of the relevant cost 
records related to these ongoing transactions. 

No change from original Petition. 

5. A descriptive summary of the pertinent facts and reasons why such 
contract or agreement is in the public interest. 

No change from original Petition. 

6. The amount of compensation and, if applicable, a brief description of 
the cost allocation methodology or market information used to 
determine cost or price. 

Minnesota Power has made sales to SWLP in the following amounts since 2010: 

2011       686,659 MWh sales and $34,633,560 revenue 
2012       698,410 MWh sales and  $35,884,437 revenue 
 

7. If the service or good acquired from an affiliate is competitively 
available, an explanation must be included stating whether competitive 
bidding was used and, if it was used, a copy of the proposal or a 
summary must be included.  If it is not competitively bid, an explanation 
must be included stating why bidding was not used. 

No change from original Petition. 

 

8. If the arrangement is in writing, a copy of that document must be 
attached. 

See Attachment A, which is a complete copy of the modified Exhibit B to the 
ESA with SWLP. 

9. Whether, as a result of the affiliate transaction, the affiliate would have 
access to customer information, such as customer name, address, usage, 
or demographic information. 

No change from original Petition. 

10. The filing must be verified. 
No change from original Petition.  

 
III.  Future Filings 
 
 Minnesota Power will continue to require various updates to the wholesale ESAs 
with its seventeen wholesale customers. These agreements are filed with FERC as part of 
ALLETE’s quarterly reporting process and are subject to ALLETE’s market based rate 
authority. 
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 The Public Service Commission of Wisconsin has issued an order requiring that 
SWLP provide an updated ESA any time it is modified and the changes are uniform for 
all ESAs. However, SWLP must seek approval of the ESA if SWLP is treated 
substantially different, or if any modification is either preferential or discriminatory to 
SWLP.  
 
 Minnesota Power respectfully requests the same treatment of the affiliate 
relationship by the Commission in Minnesota: modifications to the agreement that are 
uniform across all ESAs could be provided to the Commission via a compliance filing, 
and any other changes that are unique or materially different for SWLP as opposed to 
other wholesale customers must be filed for approval. This ensures the Commission that 
SWLP is kept current on the affiliated relationship, and regulatory review of the 
relationship is triggered if material or unique changes to the SWLP ESA are 
implemented.  
 

Please contact me at the number above should you have any questions related to 
this filing. 
 

Yours truly, 

 
Christopher D. Anderson 

 
kl 
c: Service List 
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ALLETE, Inc., d/b/a Minnesota Power

TOC Cost-based Formula Rate Calculation Table of Contents:

A-1 Determination of Demand-Related Costs and Generation Capacity Charges
A-2 Determination of Energy-Related Costs and Energy Charges
A-3,  A-3.1 CP Demand with Losses and NCP Demand @ Meter 
A-4 Off-System Sales/Revenue Credits 
A-5, A-5.1 Return on Production Related  Investment A-5 Capital Asset Accounting Capital Asset Accounting
A-6 Production Related Electric Plant in Service
A-7 Production Related General Plant Allocation
A-8 Production Related Cash Requirement
A-9 Production Related Materials & Supplies
A-10 Production Related Administrative & General Expense Allocation
A-11 Composite Cost of Capital
A-12 Long Term Debt
A-13 [Intentionally Left Blank]
A-14 Production O&M Expenses
A-14(a) Classification of Fixed and Variable Production Expenses
A-15 Production Related Depreciation Expense
A-16 Production Related Taxes Other than Income Taxes (TOTI)
A-17 Production Related Income Tax
A-18 Computation of Effective Income Tax Rate

MP-4 Exhibit 2013 final
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For the period July 1, 2XXX to June 30, 2XXX  

Cost-based Formulas - ALLETE, Inc. d/b/a Minnesota Power 
A-1
Determination of Demand-Related Costs and Generation Capacity Charges
Twelve Months Ended December 31, 2XXX___-Actual 

Reference  Demand Related 
1. Return on Capital Investment pg A-5, L 18, Col 2 $
2. Operation & Maintenance Expense pg A-14, L 7, Col 2 $
3. Depreciation Expense pg A-15, L 6, Col 2 $
4. Taxes Other than Income Taxes pg A-16, L 9, Col 3 $
5. Income tax pg A-17, L 7, Col 2 $
6. Subtotal Sum L1 thru L5 $
7. Less: Off-System Sales/Revenue Credits pg A-4, L 1, Col 2 $8.
8. Less: Ancillary Service Revenues Note 1 $
9. Annual Production Fixed Cost L6 - L7 - L8 $

10. Total 12 Months System Peaks FERC 1, p. 401b, Col d XX,XXX/MW Municipals SWLP

11. Demand Cost at Generation L9 / L10 / 1,000 $                               /kw $                    /kw $                    /kw

12. CP Demand with Losses (60 minutes) A-3 col. (g) L18 a, L19 XXX.XXX XXX.XXX
13. Annual Demand Revenue Requirements L11 X L12 $                    /kw $                    /kw
14. NCP Demand @ Meter Note 2  A-3.1 col (a) L18 a, L19 XXX.XXX XXX.XXX
15. Generation Capacity Cost L13/L14 $                    /kw $                    /kw
16. Plus:  Customer related Costs not in Cust. Charge Docket ER08-397 Stmt BL $0.15/kw $0.10/kw
17. Generation Capacity Charge $                    /kw $                    /kw

Note 1:  Line 8 Ancillary Service Revenue for Municipal customers, SWL&P & Dahlberg from MP's OATT or equivalent MISO rate.   

Note 2:  Line 14 - Budgeted NCP Demand at Meter is based 60 min NCP.  Actuals will be on 15 min 
NCP as reported in the FERC Form 1.  CP Demand w/losses is 60 minutes for actuals and budgets.

MP-4 Exhibit 2013 final
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Cost-based Formulas - ALLETE, Inc. d/b/a Minnesota Power 
A-2
Determination of Energy-Related Costs and Energy Charges
Twelve Months Ended December 31, 2XXX___-Actual 

Reference  Energy Related 
Fuel & Purchased Power Base

1. Total fuel pg A-14, L 10, Col 4 $
2. Purchased power (555) pg  A-14, L 1, Col 4 $
3. Subtotal fuel & purchased power L1 + L2 $
4. Less: Off-System Sales/Revenue Credits pg  A-4, L 1, Col 3 $
5. Total Fuel & Purchased Power Base L3 - L4 $

Non-Fuel Energy Charge 
6. Non-fuel energy production expense pg  A-14, L 4, Col 3 $
7. Administrative and general expense pg  A-10, L 19, Col 5 $
8. Return on capital investment pg  A-5, L 18, Col 3 $
9. Depreciation Expense pg  A-15, L 6, Col 3 $

10. Income tax pg  A-17, L 7, Col 3 $
10.A Less:  Production Tax Credit (PTC) generated  pg A-17, L11, Col 3 $

11. Total Non-Fuel Energy Charge Sum (L6:L10) $

12. Net MWh generated and purchased, less MWh sold FERC 1, p. 401 a & b XX,XXX,XXX/Mwh
13. Non-Fuel Energy Charge L11 / L12 / 1,000 .XXXX/kwh
14. Fuel and Purchased Power Base L5 / L12 / 1,000 .XXXX/kwh
15   Combined Non-Fuel Energy & Fuel/Purchased Power Base L13 + L14 .XXXX/kwh

MP-4 Exhibit 2013 final
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Cost-based Formulas - ALLETE, Inc. d/b/a Minnesota Power 
A-3

ALLETE, Inc., d/b/a Minnesota Power

Cost-Based Formulas A-3

Demand Responsibility for Power Supply Costs Based on 12-Month Average CP Demands (MW)

2XXX 

Lowest Level of Allocation Power Supply Transmission Power Supply Production
Lowest Level Demand Losses to Demand Losses on Demand Losses on Demand

Line  of Allocation at Meter Meter Point at LLA Dist Bulk Del at Trans Trans Sys at Prod
(No) (kV) (a) (b) (c) (d) (e) (f) (g)

Group A - Full Requirement Customers
1              Buhl ## #.### #.### #.### #.### #.### #.### #.###
2              Gilbert ## #.### #.### #.### #.### #.### #.### #.###
3              Keewatin ## #.### #.### #.### #.### #.### #.### #.###
4              Mountain Iron ## #.### #.### #.### #.### #.### #.### #.###
5              Nashwauk ## #.### #.### #.### #.### #.### #.### #.###
6              Pierz ## #.### #.### #.### #.### #.### #.### #.###
7              Randall ## #.### #.### #.### #.### #.### #.### #.###
8              Biwabik ## #.### #.### #.### #.### #.### #.### #.###
9              Ely ## #.### #.### #.### #.### #.### #.### #.###

10            Aitkin PST #.### #.### #.### #.### #.### #.### #.###
11            Brainerd PST ##.### ##.### ##.### ##.### ##.### ##.### ##.###
12            Grand Rapids PST ##.### ##.### ##.### ##.### ##.### ##.### ##.###
13            Hibbing PST ##.### ##.### ##.### ##.### ##.### ##.### ##.###
14            Proctor PST #.### #.### #.### #.### #.### #.### #.###
15            Two Harbors PST #.### #.### #.### #.### #.### #.### #.###
16            Virginia PST ##.### ##.### ##.### ##.### ##.### ##.### ##.###
17            Group A - Total ###.### ###.### ###.### ###.### ###.### ###.### ###.###

Group B - Private Utilities
18            Superior Water, Light & Power Company PST ##.### ##.### ##.### ##.### ##.### ##.### ##.###

19            Group B - Total ##.### ##.### ##.### ##.### ##.### ##.### ##.###

Notes: DTRAN DPROD
Demand at LLA (c) = (a) + (b).
Demand at Trans (e) = (c) + (d).
Demand at Prod (g) = (e) + (f).

Demand loss factors:
Secondary (%) @ 0.68
Line Transf (%) @ 1.69
Primary (%) @ 3.93
Distribution Subs (%) @ 0.33
Dist Bulk Delivery (%) @ 1.48 1                   
Transmission (%) @ 4.89 -                    

Transmission losses supplied through MISO and not allocated here.

MP-4 Exhibit 2013 final
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Cost-based Formulas - ALLETE, Inc. d/b/a Minnesota Power 
A-3.1

ALLETE, Inc., d/b/a Minnesota Power

Cost-Based Formulas A-3.1

2XXX Actual 12-Month Average NCP (15-min) Demands (MW)

NCP Lowest Level of Allocation Power Supply Transmission Power Supply Production
Lowest Level Demand Losses to Demand Losses on Demand Losses on Demand

Line  of Allocation at Meter Meter Point at LLA Dist Bulk Del at Trans Trans Sys at Prod
(No) (kV) (a) (b) (c) (d) (e) (f) (g)

Group A - Full Requirement Customers
1              Buhl ## #.### #.### #.### #.### #.### #.### #.###
2              Gilbert ## #.### #.### #.### #.### #.### #.### #.###
3              Keewatin ## #.### #.### #.### #.### #.### #.### #.###
4              Mountain Iron ## #.### #.### #.### #.### #.### #.### #.###
5              Nashwauk ## #.### #.### #.### #.### #.### #.### #.###
6              Pierz ## #.### #.### #.### #.### #.### #.### #.###
7              Randall ## #.### #.### #.### #.### #.### #.### #.###
8              Biwabik ## #.### #.### #.### #.### #.### #.### #.###
9              Ely ## #.### #.### #.### #.### #.### #.### #.###

10            Aitkin PST #.### #.### #.### #.### #.### #.### #.###
11            Brainerd PST ##.### ##.### ##.### ##.### ##.### ##.### ##.###
12            Grand Rapids PST ##.### ##.### ##.### ##.### ##.### ##.### ##.###
13            Hibbing PST ##.### ##.### ##.### ##.### ##.### ##.### ##.###
14            Proctor PST #.### #.### #.### #.### #.### #.### #.###
15            Two Harbors PST #.### #.### #.### #.### #.### #.### #.###
16            Virginia PST ##.### ##.### ##.### ##.### ##.### ##.### ##.###
17            Group A - Total ###.### ###.### ###.### ###.### ###.### ###.### ###.###

Group B - Private Utilities
18            Superior Water, Light & Power Company PST ##.### ##.### ##.### ##.### ##.### ##.### ##.###

19            Group B - Total ##.### ##.### ##.### ##.### ##.### ##.### ##.###

Notes:
Demand at LLA (c) = (a) + (b).
Demand at Trans (e) = (c) + (d).
Demand at Prod (g) = (e) + (f).

Demand loss factors:
Secondary (%) @ 0.68
Line Transf (%) @ 1.69
Primary (%) @ 3.93
Distribution Subs (%) @ 0.33
Dist Bulk Delivery (%) @ 1.48 1                   
Transmission (%) @ 4.89 -                    

Transmission losses supplied through MISO and not allocated here.

MP-4 Exhibit 2013 final
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Cost-based Formulas
A-4
Off-System Sales/Revenue Credits 
Twelve Months Ended December 31, 2XXX___-Actual 

Production
Ref. Total Demand Energy

1. Off-System Sales Revenues/Revenue Credits a/ $ $ $

a/ See FERC Form 1 p 311.1 subtotal line non-RQ, column h.  Also includes industrial economy, non-firm, and interruptible sales. 

Economy Energy: 2XXX
Boise $
Blandin $
Sappi $
Silver Bay $
Total Economy Energy $
Total other energy $
Total off system sales$

MP-4 Exhibit 2013 final
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Cost-based Formulas - ALLETE, Inc. d/b/a Minnesota Power 
A-5
Return on Production Related Investment
Twelve Months Ended December 31, 2XXX___-Actual 

 Production 
Ref. Total Demand Energy

1. Electric plant
2. Gross plant in service pg  A-6, L 6, Col 2 $ $ $
3. Accumulated depreciation pg  A-6, L 12, Col 2 $ $ $
4. Accumulated Deferred Taxes pg  A-6, L 13, Col 2 $ $ -
5. Net plant in service L2 + L3 + L4 $ $ $
6. ARO (net 2300 & 1832) c/ $ $ -
7. Construction work in progress a/ A-5.1 $ $ -
8. Subtotal - Electric Plant L5 + L6 + L7 $ $ $
9. Working capital

10. Materials & supplies
11. Fuel pg  A-9, L 2 $ -                          $
12. Non-fuel pg  A-9, L 4 $ $ -                       
13. Total M&S L11 + L12 $ $ -                       
14. Prepayments b/ b/ $ $ $
15. Cash requirements pg A-8, L11 $ $ $
16. Total investment L8 + L13 thru L15 $ $ $
17. Composite cost of capital pg  A-11, L 4, Col 4 % % %
18. Return on investment L16 X L17 $ $ $

a/ Production amount only -  "X #" Major 100% pollution control projects at page A-5.1. 
b/ Classified and functionalized using General Plant:Prepayments 2XXX AVG Ending Bal

FERC-1 p.111 L57 $
A-7 line 16 % Demand Related
Total Prepayments $ % $

c/   ARO Average Balance L6 12/31/2XXX 12/31/2XXX Average Balance
          FERC Form 1- p 112 line 34 $ $ $

              FERC Form 1- p 232 line 3 $ $ $
                       Total above line 6 $ $ $

MP-4 Exhibit 2013 final
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Cost-based Formulas
A-5.1

Construction Work in Progress
For Thirteen Months Ending December 31, 2XXX

BEC 4  Net

Environmental Less BEC 4

Line No. Month Proj. # 103698 AFUDC Environmental

1 December 2XXX $ $ $
3 January 2XXX $ $ $
5 February $ $ $
7 March $ $ $
9 April $ $ $
11 May $ $ $
13 June $ $ $
15 July $ $ $
17 August $ $ $
19 September $ $ $
21 October $ $ $
23 November $ $ $
25 December 2XXX $ $ $

 Average $ $ $

100% Pollution Control $

MP-4 Exhibit 2013 final
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Cost-based Formulas - ALLETE, Inc. d/b/a Minnesota Power 
A-6
Production Related Electric Plant in Service
Twelve Months Ended December 31, 2XXX___-Actual 

Production
System Total Demand Energy

(1) (2) (3) (4)
1. Gross plant in service
2. Plant in service, excl G&I & Non-regulated a/ $ $ $ -                        3. Less: ARO related plant -                            -                        
3. Plant in service $ $ $ -                        
4. GSUs included in accts 353 & 362 above f/ $ $ $ -
5. General & intangible pg A-7, L 18 $ $ $ $
6. Total Adj. Gross Plant L3 thru L 5 $ $ $ $
7. Gross Plant allocator L6/L6 % % % %
8. Accumulated Depreciation & Amortization
9. Plant in service, excl G&I & Non-regulated c and h/ $ $ $ -                        10. Less: ARO related plant -                            

10. GSUs included in accts 353 & 362 above f $ $ $11. Adjustment to depreciation rates d/ -                            -                           -                           
11. General & intangible b/ $ $ $ $12. Adjustment to depreciation rates b/, d/ -                            #VALUE! #VALUE! #VALUE!
12. Total Adj. Accum. Deprec. & Amort. L9+L10+L11 $ $ $ $
13. Accumulated Deferred Taxes e/ -                            $ $ -                        

a/ Gross plant in service is the average of beginning and ending balances (FERC-1, p 206 & 207).  See footnote g below.  
b/ % from P A-7, L16

c/ Accumulated depreciation is the average of beginning and ending balances (FERC-1, p 219)

e/FERC accounts 281,282, 283 and 190 adjusted to exclude retail related deferred taxes and FAS 109 and FAS 133 deferred taxes.
Directly assigned demand related based on statements AF & AG and general plant allocated on gross plant.
Direct assignment Production only #281 tax credits $
                                                              #282 prop. tax credits$
                                                               #283-other credits$ ADIT pension related liability removed
Total Deferred Income Tax Credits -production $
Direct assignment Production only #190 $
Net accumulated deferred taxes 100% Production $
General Plant 281,282,283 total net of #190 $
Allocation gross plant factor %
Net accumulated deferred taxes 100% Production $
Total Deferred Income Tax 100% demand  $

f/ See FERC Form 1 p 206 Transmission Plant  acct #353 transmission station equipment and acct #362 distribution station equipment. 
These accounts contain generation step-up transformers (GSU's) located at MP's generating stations are sub functionalized to production demand and energy. 

AVG acct #353 $
AVG acct #362 $

Total AVG GSU's Assets $
                                        Accum.depr.GSU's $

System Production Only
g/ Plant in service is adjusted for non-regulated plant: Column 1 above Column 2 above

Average plant in service, excluding G&I $ $
less average non-regulated plant $ $

Plant in service, excl G&I & Non-regulated $ $

h/Accumulated Depreciation adjusted for non-regulated plant:
Plant in Service, excl. G &  I $ $
less average accum deprec. non-regulated plant $ $
Total Adj. Accum. Deprec. & Amort. $ $

MP-4 Exhibit 2013 final
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Cost-based Formulas - ALLETE, Inc. d/b/a Minnesota Power 
A-7
Production Related General Plant Allocation
Twelve Months Ended December 31, 2XXX___-Actual 

 General plant accounts 101 and 106 
 Total system  Allocator  Production  Demand  Energy 

1. General plant FERC Form 1 p 206 Lines 86-96
2. 389 Land and land rights. $
3. 390 Structures and improvements. $
4. 391 Office furniture and equipment. $
5. 392 Transportation equipment. $
6. 393 Stores equipment. $
7. 394 Tools, shop and garage equipment. $
8. 395 Laboratory equipment. $
9. 396 Power operated equipment. $

10. 397 Communication equipment. $
11. 398 Miscellaneous equipment. $
12. Subtotal a/ $ % $ $ $
13. Percent of subtotal % $ $ $
14. 399 Other tangible property L-97 -                        % %
15. Total general plant $ -                       -                     $
16. Percent of total % % % %
17. Intangible plant $ FERC-1 p.204 L 5 $ $ $
18. General and intangible plant $ $ $ $

a/ FERC-1, p. 354:Production payroll/Total payroll excl. A&G 

b/ Allocation between demand and energy on production payroll:
Total production payroll $
Total production payroll-demand related $

% *

 * "Total production payroll-demand related " is classified by FERC O&M acct numbers between demand and energy  
 based on established FERC methodology used in rate cases.  See separate file "2XXX labor only O&M.xls" for individual FERC.  
 account classification between demand and energy.   

MP-4 Exhibit 2013 final
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Cost-based Formulas - ALLETE, Inc. d/b/a Minnesota Power 
A-8
Production Related Cash Requirement
Twelve Months Ended December 31, 2XXX___-Actual 

 Production 
Ref Amount Demand Energy

1. Fuel expense pg A14, L10 $ -                    $
2.
3. Purchased power pg A14, L1 $ $ $
4.
5. Total O&M excluding fuel pg A14, L5 $ $ $
6. Other O&M expenses (excl. fuel/purch power) L5 - L3 $ $ $
7. Other O&M expenses cash requirements L 6 * 1/8 $ $ $
8. Other cash requirements L7 $ $ $
9. Administrative & general expense- pg A10, L 19 $ $ $

10. A&G Cash requirements L 9 * 1/8 $ $ $
11. Total Cash requirements L8 + L10 $ $ $

MP-4 Exhibit 2013 final
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Cost-based Formulas - ALLETE, Inc. d/b/a Minnesota Power 
A-9
Production Related Materials & Supplies
Twelve Months Ended December 31, 2XXX___-Actual 

Reference System Allocator Production Demand Energy
1. Materials & supplies
2. Fuel - average balance a/ FERC-1 p.110 L 45 $ % $ -                      $
3. Plant materials (154) average balance b/ FERC-1 p.110 L 48 $ FERC-1 p.227 $ $
4. Total non-fuel plant materials line 3 $ $ $ -                      
5. Total materials & supplies L2 + L3 $ $ $ $

a/ FERC account 151 excluding non-regulated.  Average balance calculated by taking 12-31-XX balance (beginning balance)

and 12-31-XX (ending balance) and dividing by 2.    

b/ FERC account 154, excluding non-regulated materials.  Average balance is calculated by taking 12-31-XX (beginning balance) 

and 12-31-XX (ending balance) and dividing by 2.   See below:

12/31/XX 12/31/XX Avg Balance
Fuel Stock Inventory p 110 L 45 $ $ $

Plant Materials p 227 L7 $ $ $
deduct non-regulated  sch p 227 p 450.1 $ $ $
Net Reg. Plant Materials $ $ $

MP-4 Exhibit 2013 final
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Cost-based Formulas - ALLETE, Inc. d/b/a Minnesota Power 
A-10
Production Related Administrative & General Expense Allocation
Twelve Months Ended December 31, 2XXX___-Actual 

 Reference  System  Allocator  Production  Demand  Energy 
1. Administrative & general expense- (1) (2) (3) (4) (5)
2. Operations:
3. 920 Administrative and general salaries. FERC-1 p.323 L 181 $
4. 921 Office supplies and expenses. FERC-1 p.323 L 182 $
5. 922 Administrative expenses transferred— Credit. FERC-1 p.323 L 183 $
6. 923 Outside services employed. FERC-1 p.323 L 184 $
7. 925 Injuries and damages. FERC-1 p.323 L 186 $
8. 926 Employee pensions and benefits. FERC-1 p.323 L 187 $
9. 927 Franchise requirements. FERC-1 p.323 L 188 $

10. 929 Duplicate charges—Credit. FERC-1 p.323 L 190 $
11. 930.1 General advertising expenses. FERC-1 p.323 L 191 $
12. 930.2 Misc. general expense FERC-1 p.323 L 192 $
13. 931 Rents. FERC-1 p.323 L 193 $
14. Subtotal a/  subtotal L3 to L13 $ % $ $ $
15. 924 Property insurance. FERC-1 p.323 L 185 $ % $ $ $
16. 928 Regulatory commission expenses. FERC-1 p.323 L 189 $ assigned $ $
17. Reg comm exp FERC annual assessment FERC-1, p. 351 - - -
18. 935 Maintenance of general plant. FERC-1 p.323 L 196 $ % $ $ $
19. Total total L14 to L18 $ $ $ $

a/ General plant allocator based on production payroll at page A-7 line 12.
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Cost-based Formulas - ALLETE, Inc. d/b/a Minnesota Power 
A-11
Composite Cost of Capital
Twelve Months Ended December 31, 2XXX___-Actual 

 Total company 
 Fixed  Cost Wtd cost

Reference (2) (3) (4)
1. Long term debt pg A-12 41% % %
2. Preferred stock 0% %
3. Common equity Note 1 below 59% % %
4. Total 100% %

New customer contracts effective 7-1-2011 include a lower ROE of 10.38%.  Not retroactive to Jan. 1, 2011.

 Common Equity 
Cost of Capital 
The Cost of Capital used to determine the rate of return on investment will be calculated using a return on equity
(ROE) that is matches the retail rate until June 30, 2019.
The capital structure will be fixed at 41% debt and 59% equity until June 30, 2019.  
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Cost-based Formulas - ALLETE, Inc. d/b/a Minnesota Power
A-12
Long Term Debt
Twelve Months Ended December 31, 2XXX___- Actual

Debt Balances

Average Balance
1.  Total Long-term Debt FERC-1 p.112 L 24 [(c)+(d)]/2 $

2.  Interest on Long-term Debt FERC-1 p.117 L 62 col c $
3.  Amort. Of Debt Disc. And Expense FERC-1 p.117 L 63 col c $
4.  Amortization of Loss on Reacquired Debt FERC-1 p.117 L 64 col c $
5.  Amort. Of Premium on Debt-Credit FERC-1 p.117 L 65 col c $
6.  Total Interest L2+L3+L4+L5 $
7.  Cost of Long-term debt L6/L1 %
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Cost-based Formulas - ALLETE, Inc. d/b/a Minnesota Power 
A-14
Production O&M Expenses
Twelve Months Ended December 31, 2XXX___-Actual 

 Variable 
 Total company Fixed Non-fuel Fuel

(1) (2) (3) (4)
1    555 Purchased power b/ FERC-1, p.327 $ $ $
2    556 System control and load dispatching. FERC-1, p.321 L77 $ $
3    557 Other expenses. FERC-1, p.321 L78 $ $
4    Other production expenses pg A-14(a) $ $ $
5    Total production excluding fuel used in generation L1 + L2 + L3 + L4 $ $ $ -                        
6    A&G expenses pg A-10 L19 col (3) $ $ $ -7    GSU related O&M -                        -                        -                   
7    Total O&M, excluding fuel L5 + L6 $ $ $ -                        
8    501 Fuel a/ FERC-1 p.320 L 5 $ $
9    Less Gains on Disposition of Allowance FERC-1 p 114 L 22 $ $

10  Total Fuel L8 + L9 $ -                        -                   $
11  Total Production O&M L7 + L10 $ $ $ $

1    
a/ FERC account 501, excluding non-regulated:
                     FERC Form 1, p. 320, line 5 Fuel $
                 deducted non regulated fuel expense $
       Total regulated fuel expense at line 8 above$

b/Purchased power at page 327 is energy charges plus lines 11 + 14  other charges col (l) .
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Cost-based Formulas - ALLETE, Inc. d/b/a Minnesota Power 
A-14(a)
Classification of Fixed and Variable Production Expenses
Twelve Months Ended December 31, 2XXX___-Actual 

Demand Energy
1        FERC-1 p.320 L 4 500 Operation supervision and engineering. $
2        FERC-1 p.320 L 5 501 Fuel xx
3        FERC-1 p.320 L 5 501 Fuel-handling
4        FERC-1 p.320 L 5 501 Fuel-sale of fly ash
5        FERC-1 p.320 L 6 502 Steam expenses $
6        FERC-1 p.320 L 7 503 Steam from other sources. $
7        FERC-1 p.320 L 8 504 Steam transferred—Credit.
8        FERC-1 p.320 L 9 505 Electric expenses $
9        FERC-1 p.320 L 10 506 Miscellaneous steam power expenses $

10      FERC-1 p.320 L 11 507 Rents -                    
11      FERC-1 p.320 L 12 509 Allowances.
12      FERC-1 p.114 L 22 Less: 411.8 Gains from Disposition of allowances xx
13      FERC-1 p.114 L 23 Plus: 411.9 Losses from Disposition of allowances xx
14      FERC-1 p.320 L 15 510 Maintenance supervision and engineering $
15      FERC-1 p.320 L 16 511 Maintenance of structures $
16      FERC-1 p.320 L 17 512 Maintenance of boiler plant $
17      FERC-1 p.320 L 18 513 Maintenance of electric plant $
18      FERC-1 p.320 L 19 514 Maintenance of miscellaneous steam plant $
19      Total steam power generation
20      FERC-1 p.320 L 24 517 Operation supervision and engineering
21      FERC-1 p.320 L 26 519 Coolants and water
22      FERC-1 p.320 L 27 520 Steam expenses
23      FERC-1 p.320 L 28 521 Steam from other sources
24      FERC-1 p.320 L 29 522 Steam transferred—Credit.
25      FERC-1 p.320 L 30 523 Electric expenses
26      FERC-1 p.320 L 31 524 Miscellaneous nuclear power expenses
27      FERC-1 p.320 L32 525 Rents 
28      Total nuclear operating
29      FERC-1 p.320 L 35 528 Maintenance supervision and engineering
30      FERC-1 p.320 L 36 529 Maintenance of structures
31      FERC-1 p.320 L 37 530 Maintenance of reactor plant equipment
32      FERC-1 p.320 L 38 531 Maintenance of electric plant
33      FERC-1 p.320 L 39 532 Maintenance of miscellaneous nuclear plant
34      Total nuclear maintenance
35      FERC-1 p.320 L 44 535 Operation supervision and engineering. $
36      FERC-1 p.320 L 45 536 Water for power. -                    
37      FERC-1 p.320 L 46 537 Hydraulic expenses $
38      FERC-1 p.320 L 47 538 Electric expenses -                    
39      FERC-1 p.320 L 48 539 Miscellaneous hydraulic power generation expenses $
40      FERC-1 p.320 L 49 540 Rents.
41      FERC-1 p.320 L 53 541 Maintenance supervision and engineering $
42      FERC-1 p.320 L 54 542 Maintenance of structures $
43      FERC-1 p.320 L 56 543 Maintenance of reservoirs, dams and waterways $
44      FERC-1 p.320 L 58 544 Maintenance of electric plant $
45      FERC-1 p.320 L 57 545 Maintenance of miscellaneous hydraulic plant $
46      Total hydraulic
47      FERC-1 p.321 L 62 546 Operation supervision and engineering. $
48      FERC-1 p.321 L 63 547 Fuel. $
49      FERC-1 p.321 L 64 548 Generation expenses
50      FERC-1 p.321 L 65 549 Miscellaneous other power generation expenses $
51      FERC-1 p.321 L 66 550 Rents. $
52      FERC-1 p.321 L 69 551 Maintenance supervision and engineering $
53      FERC-1 p.321 L 70 552 Maintenance of structures $
54      FERC-1 p.321 L 71 553 Maintenance of generating and electric plant $
55      FERC-1 p.321 L 72 554 Maintenance of miscellaneous other power generation plant $
56      FERC-1 p.321 L 74 Total other power generation
57      FERC-1 p.320 L 76 555 Purchased power. xx xx
58      FERC-1 p.320 L 77 556 System control and load dispatching xx
59      FERC-1 p.320 L 78 557 Other expenses. xx
60      L1 to L59 Total Demand and Total Energy $ $
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Cost-based Formulas - ALLETE, Inc. d/b/a Minnesota Power 
A-15
Production Related Depreciation Expense
Twelve Months Ended December 31, 2XXX___-Actual 

Regulated

Reference
 Production 

related  Demand  Energy 
1     Steam production (net of non-regulated utility) FERC-1 p.336 L 2 (f) $ $2     Nucelar production-none -                    -                      3     Hydro production4     Conventional5     Pumped storage
2     Other production (Hydro & Wind) FERC-1 p.336 L 4 + 6 (f) $ $
3     Subtotal L1 + L2 $ $ -                4     Adjustments
4     Production related G&I plant a/ $ $ $
5     GSU-related depreciation expense Actual @ b/ $ $ -                
6     Total production depreciation expense L3 + L4 + L5 $ $ $

a/ General & Intangible Plant Depreciation Expense FERC-1 p.336 (f) L 1+10 $ includes $          amortization intangible

Allocator from General Plant A-7  A-7 line 12 %
Production Related General & Intangible Deprec Exp. $

b/ GSU's 20XX Depreciation Expense $
           $

Total $
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Cost-based Formulas - ALLETE, Inc. d/b/a Minnesota Power 
A-16
Production Related Taxes Other than Income Taxes (TOTI)
Twelve Months Ended December 31, 2XXX___-Actual 

                                                  

Line Description Reference
 System

(1) 
 Allocator

(2) 
 Production

(3) 
1        Unemployment FERC -1, p 263 line 3+8 col (i) 

2        FICA FERC -1, p 263 line  2 col (i) 

3        Total taxes related to wages & salaries L1+ L2 $ % $
4        Real and personal property tax Direct assignment Prod. $ assigned $
5        MN Wind Assessment on production Direct assignment Prod. $ 100% $
6        MN Air Quality Emission Fee Direct assignment Prod. $ 100% $
7        Total taxes related to property & Other L4 +L5 +L6 $ $
8        Total taxes other than income taxes L3 + L7 $
9        Total TOTI sum above $ $

10      Difference L9-L11 -
11      Total TOTI FERC-1 p.114 L 14 $

(1) System - FERC-1, p. 262-263
(2) Allocator:

Total taxes related to wages & salaries - Wages & salaries - A-7

Line 4 Real and personal property taxes are related to production only
Steam $
Hydro $
Wind $
Total Production $
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Cost-based Formulas - ALLETE, Inc. d/b/a Minnesota Power 
A-17
Production Related Income Tax
Twelve Months Ended December 31, 2XXX___-Actual 

Line Description Reference
 Total

(1) 
 Demand

(2) 
 Energy

(3) 
1     Total Rate Base Investment pg A-5, L16 $ $ $
2     Weighted return on L T Debt + Equity pg A-18 % % %
3     Return L1 X L2 $ $ $
4     Combined income tax factor pg A-18 $ $ $
5     Subtotal L3 X L4 $ $ $
6     ITC Adjustment line 11 below $ $ $
7     Total Income Tax $ $ $

8     Amortized Investment Tax Credit PTC
9     1/(1 - T) from line 1 @ A-18 1.7056                1.7056             

10   Amortized Investment Tax Credit Ref @ Note 1 $ $
11   ITC and PTC Adjustment L9 *  L10 $ $

Note 1:  This calculation method is consistent with FERC approved MISO Attachment O.

Note 1:  FERC Form 1 p 266, column (f) line 8 less transmission and distribution related ITC. 
Total Company  ITC $
Less Transmission and Distribution$
Net Production related ITC $
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Cost-based Formulas - ALLETE, Inc. d/b/a Minnesota Power 
A-18
Computation of Effective Income Tax Rate
Twelve Months Ended December 31, 2XXX___-Actual 

Tax Calculation from Transmission Formula:
1         T=1 - {[(1 - SIT) * (1 - FIT)] / (1 - SIT * FIT * p)} = 41.37%
2         CIT=(T/1-T) * (1-(WCLTD/R)) = %

       where WCLTD=(A-11, line 1 col 4) and where
       R= (A-11, line 4 col 4 )
       and where FIT, SIT & p are as given below.
      1 / (1 - T)  = (from first line of tax calc)

where FIT rate = 0.3500               
where SIT rate = 0.0980               
where p= (percentage of federal income tax deductible for state purposes) 0.0000
where WCLTD =  (A-11, line 1. Weighted Cost Long Term Debt) %
where R = (A-11 line 4.  Total weighted cost long term debt + equity) %

Note:  The above method is consistent with the MISO Schedule O calculation of Effective
Income Tax Rate and the Combined Income Tax Factor.  
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ALLETE, Inc., d/b/a Minnesota Power 
 
Power Supply Formula Rate Calculation (Attachment B) 
 
Summary of Changes Effective July 1, 2013: 
 
Production Tax Credits: 
The purpose of the change is to flow through Production Tax Credits (PTCs) being generated by 
Minnesota Power’s new wind generation assets in North Dakota.  Credits are a result of federal 
tax legislation to encourage investment in wind assets.   The following pages changed to 
incorporate these credits: 
 
Page A-2 Determination of Energy-Related Costs and Energy Charges 
Line added:  10. A  Production Tax Credit (PTCs) generated.  Reference column:  page A-17, 
L11, Col. 3 
 
Page A-6 Production Related Electric Plant in Service, footnote e/ Accumulated Deferred 
Income Taxes, FERC accounts 281,282,283, and 190.  Include in the total balance “Direct 
Assignment Production only #190” the balance related to PTCs.          
 
Page A-17 Production Related Income Tax 
Line 11 ITC and PTC Adjustment, added column “PTC” lines 8-11. 
 
Footnote and reference changes to add clarity:  
 
Page A-5 footnote a/ 100% Pollution control projects is currently only one project instead of 
three.  Change to “X#” projects because the number may vary from year to year.  Footnote b/ 
added “2XXX AVG Ending Bal.”  to clarify that it is consistent with the other average balances 
found on page A-5.  Footnote b/ added “Demand Related” column to show the actual calculation 
for clarity.    
 
Page A-6 added footnotes g/ and h/ to show the actual calculation in detail for values-    in 
System column (1) lines 2 and 9.   In footnote e/ in the #283 – other credit line added “ADIT 
pension related liability removed” for clarity, to match the prepaid pension asset that is not 
included in rate base.  
 
Page A-7 added footnote “*” asterisk to further explain classification methodology of FERC 
O&M accounts into the demand and energy columns.   
 
Page A-9 added more detail on the Fuel Stock Inventory and Plant Materials average balance 
calculation for clarity.  In footnotes a/ and b/ made date references generic “12/31/XX” to reflect 
that they will be updated each year.  
 
Page A-11 Corrected footnote related to Cost of Capital to show that ROE will match the retail 
rate.  
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Page A-12 detailed FERC Form 1 references added to lines 1-5 for clarity. 
 
Page A-14 footnotes a/ and b/ added more detail on the fuel and purchase power expenses for 
clarity.    
  
Page A-15 footnote b/ eliminated depreciation rate percents for GSU assets – actual depreciation 
expense is used, and the percentage was for information purposes only.  
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STATE OF MINNESOTA )    AFFIDAVIT OF SERVICE VIA 
 ) ss    ELECTRONIC FILING  
COUNTY OF RAMSEY  )    
 
 
----------------------------------------------------------------------------------------------------------- 
 
 
Roshelle Herstein of the City of White Bear Lake, County of Ramsey, State of Minnesota, 
says that on the 31st day of July, 2013, she served Minnesota Power’s Compliance Filing 
to the Minnesota Public Utilities Commission and the Minnesota Department of 
Commerce via electronic filing.  
 
 
     /s/ Roshelle Herstein 
     __________________________ 
 
 
Subscribed and sworn to before 
me this 31st day of July, 2013. 
 
/s/ Jill N. Yeaman 
___________________________ 
Notary Public - Minnesota 
My Commission Expires January 31, 2016 
 

Affidavit of service.doc 
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Affidavit of service.doc 

 
 
 
 
 
STATE OF MINNESOTA )    AFFIDAVIT OF SERVICE VIA 
 ) ss    ELECTRONIC FILING  
COUNTY OF ST. LOUIS  )    
 
 
----------------------------------------------------------------------------------------------------------- 
 
 
Kristie Lindstrom of the City of Duluth, County of St. Louis, State of Minnesota, says 
that on the 21st day of October, 2013, she served Minnesota Power’s Petition for 
Approval of an Affiliated Interest with Superior Water, Light and Power Company to the 
Minnesota Public Utilities Commission and the Energy Resources Division of the 
Minnesota Department of Commerce via electronic filing. The remaining parties on the 
attached service list were served as so indicated on the list. 
 
 
      /s/ Kristie Lindstrom   
     __________________________ 
 
 
Subscribed and sworn to before 
me this 21st day of October, 2013. 
 
 
 /s/ Sheryl A Miskowski 
___________________________ 
Notary Public - Minnesota 
My Commission Expires Jan. 31, 2015 
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