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STATE OF MINNESOTA 
BEFORE THE 

MINNESOTA PUBLIC UTILITIES COMMISSION 
 
************************************************************************ 
In the Matter of Minnesota Power’s  
Petition for Approval of Docket No. E-015/AI-15-____ 
Affiliate Interest  Between PETITION FOR APPROVAL 
ALLETE and ALLETE 
Clean Energy  
 
************************************************************************ 

SUMMARY OF FILING 

 
Minnesota Power hereby files this Petition seeking Minnesota Statute 216B.48  

authorization for a new Lease Agreement between ALLETE Clean Energy and ALLETE 

for office space in Duluth, Minnesota.  
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STATE OF MINNESOTA 
BEFORE THE 

MINNESOTA PUBLIC UTILITIES COMMISSION 
 
************************************************************************ 
In the Matter of Minnesota Power’s  
Petition for Approval of Docket No. E-015/AI-15-____ 
Affiliate Interest Between PETITION FOR APPROVAL 
ALLETE and ALLETE 
Clean Energy 
 
************************************************************************ 

I. Introduction 
 
 

ALLETE Clean Energy was organized on July 27, 2011 to serve as an 

independent, second-tier subsidiary that intends to acquire or develop generation projects 

throughout North America that deliver energy with minimal environmental impact. 

ALLETE Clean Energy is a Federal Energy Regulatory Commission (FERC) 

jurisdictional utility marketing energy in the national wholesale energy market, and is a 

non-regulated (not retail rate regulated) entity subject to state affiliate interest regulations 

to the extent it has or will deal with ALLETE.  

 

ALLETE Clean Energy was authorized by the Commission to lease its 

administrative business office space from ALLETE in Docket No. E015/AI-11-868 via 

an Order issues June 23, 2012. Since that time, ALLETE Clean Energy has grown such 

that the former space has become unworkable, and has moved across Superior Street to 

the Lake Superior Place building (which is also owned by ALLETE). The resulting new 

office space lease is subject to Minnesota Statute 216B.48. 
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II. Background on ALLETE Clean Energy 
 

ALLETE Clean Energy has been successfully executing its growth strategy since 

being formed in 2011.  ALLETE Clean Energy 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.  

 

In January 2014, ALLETE Clean Energy acquired wind energy facilities located 

in Lake Benton, Minnesota (Lake Benton), Storm Lake, Iowa (Storm Lake II) and 

Condon, Oregon (Condon) from The AES Corporation (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 1999, 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. 

 
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 North Dakota Public Service 

Commission on June 30, 2015 for approximately $200 million. Construction is expected 

to be completed in December 2015. 

 
In December 2014, ALLETE Clean Energy acquired a wind energy facility in 

Storm Lake, Iowa (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 2018.  
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On April 15, 2015, ALLETE Clean Energy acquired wind energy facilities in 

southern Minnesota (Chanarambie/Viking) from EDF Energy Holdings Limited for 

$47.9 million, subject to a working capital adjustment. The facilities have 97.5 MW of 

generating capability and are located near our 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).  

 
On July 1, 2015, ALLETE Clean Energy acquired a wind energy facility located 

near Troy, Pennsylvania (Armenia Mountain) from The AES Corporation (AES) and a 

non-controlling interest from a minority shareholder for $108.0 million, plus the 

assumption of existing debt. The agreement with AES is subject to a purchase price 

adjustment. 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 2025. 

 

ALLETE Clean Energy was established as a “non-regulated” (not retail rate 

regulated) renewable business and as a separate subsidiary from the Minnesota Power 

operating division that is part of ALLETE.  ALLETE Clean Energy has obtained market 

based rate authority as a public utility under FERC regulations, and the majority of its 

wind farm facilities qualify as exempt wholesale generators (EWGs) under FERC 

regulations. ALLETE Clean Energy’s renewable energy developments have been 

separate and distinct from any Minnesota Power project and are held in a separate 

corporate structure; no energy or capacity from the ALLETE Clean Energy developments 

have been utilized by Minnesota Power ratepayers.   

 

In order to ensure that there is adequate separation of business activities and 

ensure that there is no co-mingling of regulated and non-regulated resources, services 

provided by ALLETE personnel to ALLETE Clean Energy have been tracked through 

specific work orders with direct costs charged to ALLETE Clean Energy.  Minnesota 

Power’s Cost Allocation and Accounting Methodology Docket procedures govern the 

allocation of costs and direct charges to ALLETE Clean Energy. That allocation 

methodology has been consistently reported to the Commission in the annual compliance 
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filing in the Cost Allocation and Accounting Methodology Docket.  In addition, FERC 

regulations have been adhered to relating to the separation of a marketing affiliate from a 

regulated utility operation.  It is for that reason that ALLETE Clean Energy entered into a 

separate lease agreement within the General Office Building in Duluth to ensure that 

there is a separate location, separate computer services and separate file systems available 

to ALLETE Clean Energy.  The attached Lease Agreement supersedes the original lease 

arrangement between the parties. 

III. Procedural Matters 
 

A. General Filing Information 

 Pursuant to Minn. rule 7829.1300, Minnesota Power provides the following 

required general filing information. 

1. Summary of Filing (Minn. Rule 7829.1300, subp.1) 

A one-paragraph summary accompanies this Petition. 

2. Service on Other Parties (Minn. Rule 7829.1300, subp. 2) 

Pursuant to Minn. Stat. §216.17, subd. 3 and Minn. Rules 7829.1300, 

subp. 2, Minnesota Power eFiles the Petition on the Minnesota 

Department of Commerce – Division of Energy Security and the 

Residential Utilities Division of the Office of Attorney General. A 

summary of the filing prepared in accordance with Minn. Rules 

7829.1300, subp. 1 is being served on Minnesota Power’s general service 

list. 

3. Name, Address and Telephone Number of Utility (Minn. Rule 
7829.1300, subp. 4(A)) 

 Minnesota Power 
 30 West Superior Street 
 Duluth, MN 55802 
 (218) 722-2641 

4. Name, Address and Telephone Number of Utility Attorney (Minn. 
Rule 7829.1300, subp. 4(B)) 

 Christopher D. Anderson  
 Associate General Counsel 
 Minnesota Power 
 30 West Superior Street 
 Duluth, MN 55802 
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 (218) 723-3961 
 canderson@allete.com 

5. Date of Filing and Date Proposed Rate Takes Effect (Minn. Rule 
7829.1300, subp. 4(C)) 

Minnesota Power makes this filing on July 30, 2015. There is no 

requirement for an effective date of the Commission’s Order in this 

Docket. 

6. Statute Controlling Schedule for Processing the Filing (Minn, Rule 
7829.1300, subp. 4(D)) 

Minnesota Statute 216B.48. 

7. Utility Employee Responsible for Filing (Minn. Rule 7829.1300, subp. 
4(E)) 

Herbert G. Minke 
Director, Regulatory Affairs 
Minnesota Power 
30 West Superior Street 
Duluth, MN 55802 
(218) 723-3919 
hminke@mnpower.com 

8. Impact on Rates and Services (Minn. Rule 7829.1300, subp. 4(F)) 

 This request will have no effect on Minnesota Power’s base rates. 

9.  Service List (Minn. Rule 7829.0700) 
  

Christopher D. Anderson Herbert G. Minke, III 
Associate General Counsel Director, Regulatory Affairs 
Minnesota Power Minnesota Power 
30 West Superior Street 30 West Superior Street 
Duluth, MN 55802 Duluth, MN 55802 
(218) 723-3961 (218) 723-3919 
canderson@allete.com hminke@mnpower.com 
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IV. Affiliate Interest Requirements 

 

A. A heading that identifies the type of transaction. 

The affiliate interests that this Petition seeks authorization for a new Lease 

Agreement between ALLETE Clean Energy and ALLETE for office space 

in Duluth, Minnesota. 

 

B. The identity of the affiliated parties in the first sentence. 

The affiliated parties under this Petition are ALLETE, Inc. and its wholly 

owned second-tier subsidiary ALLETE Clean Energy, Inc. 

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

ALLETE Clean Energy has entered into a standard commercial lease with 

ALLETE, Inc. for 5,540 square feet of office space in the Lake Superior 

Place Building at 21 West Superior Street in Duluth.  This lease was not 

subject to bidding because there is abundant office space available in 

downtown Duluth, and ALLETE Clean Energy is paying a similar rate as 

other third-party leaseholders in the building. The lease is a ten-year term 

beginning July 1, 2015 and terminating on June 30, 2025.  The initial 

monthly rent is $6,925 per month.  This amount may be increased 

pursuant to a Consumer Price Index amount annually each July 1, 

beginning in 2016.  The lease agreement is virtually identical to other third 

party lease agreements entered into by ALLETE for use of space within its 

General Office Building and Lake Superior Place. Like all other third-

party leases in the two buildings, ALLETE’s contracted property manager 



  8

(Oneida Realty Company) assisted the Company in negotiating the lease 

terms and provided the justification for the reasonableness of this market 

rate arrived at for the leased space. 

D. 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. 

The Commission previously approved (in part) an affiliate interest 

agreement between ALLETE and ALLETE Clean Energy, which included 

the original office space lease between the parties, in Docket No. 

E015/AI-11-868 via an Order issues June 23, 2012.      

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

The Lease Agreement allows ALLETE to lease space available in its Lake 

Superior Place building on a long-term basis at a market rate with no 

negative impact on Minnesota power ratepayers. ALLETE Clean Energy 

also vacates current space within the General Office Building for any 

growth or expansion of Minnesota Power or other corporate activity. The 

lease further facilitates the separation of office space and employee 

interaction and activities pursuant to FERC regulations, while retaining the 

positive aspect of sharing an IT network and lowering certain “common 

costs” across the ALLETE enterprise. 

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

The lease is a ten-year term beginning July 1, 2015 and terminating on 

June 30, 2025.  The initial monthly rent is $6,925 per month.  This amount 

may be increased pursuant to a Consumer Price Index amount annually 

each July 1, beginning in 2016.  This lease was not subject to bidding 

because there is abundant office space available in downtown Duluth, and 

ALLETE Clean Energy is paying a similar rate as other third-party 
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leaseholders in the building, and in downtown Duluth in general. Like all 

other third-party leases in the two buildings, ALLETE’s contracted 

property manager (Oneida Realty Company) assisted the Company in 

negotiating the lease terms and provided the justification for the 

reasonableness of this market rate arrived at for the leased space. 

G. 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. 

There are no goods or services being acquired by Minnesota Power from 

ALLETE Clean Energy under this requirement of the Commission’s rules. 

The lease agreement is at a market rate consistent with other tenants in the 

Minnesota Power General Office Building, Lake Superior Place and 

downtown Duluth.  

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

This Petition includes an executed copy of the Lease Agreement between 

ALLETE Clean Energy and ALLETE. 

I. 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. 

ALLETE Clean Energy has not and will not have any access to Minnesota 

Power’s customer information or demographic information.  Such 

information is not required in the course of performance under the 

Agreement.  All relations with utility customers continue to be directly 

maintained by Minnesota Power notwithstanding the existence of, or 

interaction with, ALLETE Clean Energy. 

J. The filing must be verified. 

  A verification of this Petition is attached hereto.  
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VIII. Conclusion 

 Minnesota Power requests the Commission approve the Lease Agreement 

between ALLETE Clean Energy and ALLETE for separate office space within the Lake 

Superior Place building at 21 West Superior Street in Duluth, Minnesota.  This Petition 

has established that the lease is at a market rate negotiated by a third-party, that there will 

be no negative impact on Minnesota Power or its customers as a result of the agreement, 

and that the clear separation in business operations between the two companies will be 

adhered to in satisfaction of the public interest standard. 

   

 

Dated:  July 30, 2015     Respectfully submitted, 

        
 
Christopher D. Anderson 
Associate General Counsel 
Minnesota Power  
30 W. Superior Street 
Duluth, MN 55802 
 

 
 

 



























 
 
 
STATE OF MINNESOTA )    AFFIDAVIT OF SERVICE VIA 
 ) ss    ELECTRONIC FILING  
COUNTY OF ST. LOUIS  )    
 
 
----------------------------------------------------------------------------------------------------------- 
 
 Susan Romans of the City of Duluth, County of St. Louis, State of Minnesota, 

says that on the 30th day of July, 2015, she served Minnesota Power’s Petition for a new 

Lease Agreement between ALLETE Clean Energy and ALLETE to the Minnesota Public 

Utilities Commission and the Office of Energy Security via electronic filing.  

     
 
            
      Susan Romans 

sromans
SR
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