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PROSPECTUS

3,641,133 Shares of Common Stock

(Without Par Value)

Invest Direct® is ALLETE, Inc.’s direct stock purchase and dividend reinvestment plan. Invest Direct provides
investors with a convenient method of acquiring shares of ALLETE common stock through cash payments and
reinvestment of dividends.

At ALLETE’s option, common stock will be obtained through purchases of newly-issued shares, directly from
ALLETE or through open market purchases of shares or in privately negotiated transactions. The price per share for
newly-issued shares will be the closing price of ALLETE common stock on the New York Stock Exchange on the
applicable investment date (or the next preceding day on which the New York Stock Exchange is open, if it is closed
on the investment date). Shares purchased on the open market or in negotiated transactions will have a price per share
equal to the weighted average price (excluding any related brokerage fees, commissions or other service charges) at
which such shares were purchased by the independent agent during the applicable investment period. See “The
Plan-Source and Price of Purchased Shares” beginning on page 10 for additional information.

If you are currently participating in the plan, you will remain enrolled in the plan and you do not have to take any
action unless you wish to terminate your participation or change your election in the plan.

ALLETE’s principal executive offices are located at 30 West Superior Street, Duluth, Minnesota 55802 2093,
telephone number (218) 279 5000.

See the discussion of risk factors, if any, contained in ALLETE’s annual, quarterly and current reports filed with the
Securities and Exchange Commission under the Securities Exchange Act of 1934, which are incorporated by reference
into this prospectus, to read about certain factors you should consider before purchasing any of the securities being
offered.

ALLETE’s common stock is listed on the New York Stock Exchange and trades under the symbol “ALE.”

You should keep this prospectus for future reference.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a
criminal offense.

The date of this prospectus is May 3, 2016.
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Where You Can Find More Information

ALLETE files annual, quarterly and other reports and other information with the Securities and Exchange
Commission (“SEC”). You can read and copy any information filed by ALLETE with the SEC at the SEC’s Public
Reference Room at 100 F Street, N.E., Washington, D.C. 20549. You can obtain additional information about the
Public Reference Room by calling the SEC at 1 800 SEC 0330.

In addition, the SEC maintains a website (www.sec.gov) that contains reports, proxy and information statements, and
other information regarding issuers that file electronically with the SEC, including ALLETE. ALLETE also maintains
a website (www.allete.com). Information contained on ALLETE’s website site does not constitute part of this
prospectus.

Incorporation by Reference

The SEC allows ALLETE to “incorporate by reference” the information that ALLETE files with the SEC, which means
that ALLETE mays, in this prospectus, disclose important information to you by referring you to those documents. The
information incorporated by reference is an important part of this prospectus. ALLETE is incorporating by reference
the documents listed below and any future filings ALLETE makes with the SEC under Sections 13(a), 13(c), 14 or
15(d) of the Securities Exchange Act of 1934, until this offering is terminated. Information that ALLETE files in the
future with the SEC will automatically modify and supersede this information.

ALLETE’s Annual Report on Form 10 K for the year ended December 31, 2015;

ALLETE’s Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2016; and

:ALLETE’S Current Reports on Form 8 K filed with the SEC on February 12, 2016 and March 1, 2016 (other than any
documents or portions of documents not deemed to be filed).

You may request a copy of these documents, at no cost to you, by writing or calling:
Shareholder Services

ALLETE, Inc.

30 West Superior Street

Duluth, Minnesota 55802-2093

Telephone: (218) 355-5974 or (800) 535-3056

Fax: (218) 355-3802

e-mail: shareholder @allete.com

www.allete.com

Upon request, ALLETE will provide to each person, including any beneficial owner, to whom this prospectus is
delivered, a copy of any or all of the information that has been incorporated by reference in this prospectus but not
delivered with this prospectus.

Forward Looking Statements

Statements in this prospectus 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,” “targe
words of similar meaning) are not statements of historical facts and may be forward-looking.

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 prospectus or any

99 ¢ 99 ¢ LT3 LR T3 LT LN
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supplement to this prospectus, 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;

4
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changes in and compliance with laws and regulations;
changes in tax rates or policies or in rates of inflation;
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;
changes in operating expenses and capital expenditures and our ability to raise revenues from our customers in
regulated rates or sales price increases at ALLETE Clean Energy, Inc. and U.S. Water Services Holding Company;
the impacts of commodity prices on ALLETE and our customers;
our ability to attract 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;
population growth rates and demographic patterns;
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;
effects of competition, including competition for retail and wholesale customers;
effects of restructuring initiatives in the electric industry;
the impacts on our Regulated Operations segment of climate change and future regulation to restrict the emissions of
greenhouse gases;

effects of increased deployment of distributed low-carbon electricity generation

resources;
the impacts of laws and regulations related to renewable and distributed generation;
pricing, availability and transportation of fuel and other commodities and the ability to recover the costs of such
commodities;
our current and potential industrial and municipal customers’ ability to execute announced expansion plans;
real estate market conditions where our legacy Florida real estate investment is located may not improve;
the success of efforts to realize value from, invest in, and develop new opportunities in, ALLETE Clean Energy, Inc.
and U.S. Water Services Holding Company; and
factors affecting ALLETE Clean Energy, Inc. and U.S. Water Services Holding Company, including fluctuations in
the volume of customer orders, unanticipated cost increases, changes in legislation and regulations impacting the
industries in which the customers served operate, the effects of weather, creditworthiness of customers, ability to
obtain materials required to perform services, and changing market conditions.
Additional disclosures regarding factors that could cause our results or performance to differ from those anticipated by
this prospectus are set forth in the discussion of risk factors, if any, contained in our annual, quarterly and current
reports filed with the SEC under the Securities Exchange Act of 1934, which are incorporated by reference into this
prospectus. 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 prospectus and in our other reports filed with the SEC that attempt
to identify the risks and uncertainties that may affect our business.
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ALLETE, Inc.

ALLETE is comprised of three business segments:

Regulated Operations includes our regulated utilities, Minnesota Power, an operating division of ALLETE, Inc., and
Superior Water, Light and Power Company (SWL&P), as well as our investment in American Transmission Company
LLC, a Wisconsin-based regulated utility that owns and maintains electric transmission assets in parts of Wisconsin,
Michigan, Minnesota and Illinois. Minnesota Power provides regulated utility electric service in northeastern
Minnesota to approximately 145,000 retail customers. Minnesota Power also has 16 non-affiliated municipal
customers in Minnesota. SWL&P is a Wisconsin utility and a wholesale customer of Minnesota Power. SWL&P
provides regulated electric, natural gas and water service in northwestern Wisconsin to approximately 15,000 electric
customers, 13,000 natural gas customers and 10,000 water customers. Our regulated utility operations include retail
and wholesale activities under the jurisdiction of state and federal regulatory authorities.

ALLETE Clean Energy, Inc. was established in 2011, and focuses on developing, acquiring and operating clean and
renewable energy projects. ALLETE Clean Energy, Inc. and its subsidiaries currently own and operate, in four states,
approximately 535 Megawatts (MW) of nameplate capacity wind energy generation that are under long-term power
sales agreements. In addition, ALLETE Clean Energy, Inc. constructed a 107 MW wind energy facility for sale to
Montana-Dakota Utilities Co., a division of MDU Resources Group, Inc.; construction and sale were completed in
2015.

U.S. Water Services Holding Company is our integrated water management company which was acquired on
February 10, 2015.

Corporate and Other is comprised of BNI Coal, Ltd. d/b/a BNI Energy, our coal mining operations in North Dakota,
ALLETE Properties, LLC and its subsidiaries, our legacy Florida real estate investment, 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.

The Plan

The terms of the Invest Direct plan are set forth as follows.

Purpose of Invest Direct

The purpose of the Invest Direct plan is to provide investors with a convenient way to purchase shares of ALLETE
common stock and to reinvest all or a portion of the cash dividends paid on an investor’s holdings of ALLETE
common stock in additional shares of common stock. When shares of common stock purchased under the plan are
acquired directly from ALLETE, ALLETE will receive additional equity funds which are expected to be used for
general corporate purposes as described in “Use of Proceeds.”

Advantages

Some of the advantages of the plan include:

The plan provides a convenient way to purchase ALLETE common stock without paying fees or commissions.

You may choose to have cash dividends payable on all or a portion of your shares of ALLETE common stock
reinvested.

%Y ou may make optional cash investments in ALLETE common stock.
€Common stock certificates may be deposited with the plan for safekeeping.
Disadvantages

Some of the disadvantages of the plan include:

You will not be able to precisely time your purchases and sales through the plan; therefore you will bear the market
risk associated with fluctuations in the price of ALLETE common stock pending investment or sale.
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You will need to transfer shares of ALLETE common stock out of your plan account if you wish to sell more than 200
shares from your plan account in any calendar year.

No interest is paid on cash dividends to be reinvested, initial cash investments or optional cash investments received
by the plan.

6
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Eligibility and Enrollment

If you are currently participating in the plan, you will remain enrolled in the plan and you do not have to take any

action unless you wish to terminate your participation or change your election in the plan.

You are eligible, whether or not you own ALLETE common stock, to join the plan, provided that:

1)you properly enroll in the plan; and

2) your participation in the plan would not violate securities or other laws of the state, territory or country where you
reside that are applicable to ALLETE, the plan or you.

We reserve the right to restrict participation in the plan if we believe that your participation may be contrary to the

general intent of the plan or in violation of applicable law.

Shareholders of ALLETE common stock with shares registered in their own names may join the plan by returning a

completed Shareholder Authorization Form to the plan administrator. If your shares of ALLETE common stock are

registered in the name of a broker, bank, or other intermediary account, you can instruct the broker, bank, or

intermediary to register some or all of your shares directly in your name, and you can then join the plan with those

shares by returning a completed Shareholder Authorization Form to the plan administrator. A Shareholder

Authorization Form may be obtained by contacting the plan administrator as provided under “Contacting the Plan

Administrator” on page 8.

Other eligible investors may participate in the plan by making a minimum initial cash investment to purchase

ALLETE common stock through the plan and by obtaining from, and returning to, the plan administrator a completed

Account Authorization Form.

If you are not an ALLETE customer, as defined below, the minimum initial cash investment is $250. We will waive

the minimum initial cash investment requirement for investors who commit to optional cash investments of at least

$50 per month via automatic cash withdrawal from their bank for at least a six month period. The minimum initial

cash investment for custodial accounts is $50. ALLETE customers are permitted to make a minimum initial cash

investment of $10. Interest will not be paid on any initial cash investments held pending investment in the plan. See

“Timing of Share Purchases” on page 9. We will not return initial cash investments unless we receive a written request

no later than the last day of the Investment Period within which we receive such initial cash investments.

An “ALLETE customer” means any person who is:

1)a customer of the ALLETE family of companies (including, but not limited to, Minnesota Power and SWL&P);

2)a lessee of real property owned by an ALLETE company; or

3)a member of another category of persons with an ongoing business relationship with an ALLETE company as such
category may be approved for ALLETE customer status under the plan by the plan administrator.

The laws of certain jurisdictions require that shares of ALLETE common stock offered under the plan to persons,

including ALLETE customers, who are not presently record holders of common stock can be offered only through a

registered broker dealer. Also, the laws of certain jurisdictions prohibit the offer or sale of shares of common stock

offered under the plan to persons other than ALLETE’s employees, executives, consultants, existing shareholders and

lenders. We will not make offers or sales in those jurisdictions unless we have satisfied the requirements of the

securities laws applicable to the operation of the plan.

Plan Administration

ALLETE Shareholder Services, as plan administrator, administers the plan for you, keeps records and performs other

duties relating to the plan. The responsibilities of ALLETE Shareholder Services in connection with the

administration of the plan are administrative in nature.

If the plan purchases shares on the open market, we will appoint an independent agent to act on your behalf in buying

such shares. An independent agent will also sell plan shares on behalf of participants. ALLETE Shareholder Services,

as custodian under the plan, holds shares acquired under the plan and shares deposited into the plan for safekeeping.

ALLETE Shareholder Services may resign as plan administrator or as custodian at any time upon the appointment of a

SUCCEeSSOr.
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Contacting the Plan Administrator; Information Available Through the Internet
All questions, requests for the various forms referred to in this prospectus and other communications concerning
Invest Direct should be directed to the plan administrator at:

Shareholder Services

ALLETE, Inc.

30 West Superior Street

Duluth, Minnesota 55802-2093

Telephone: (218) 355-5974 or (800) 535-3056

Fax: (218) 355-3802

e-mail: shareholder @allete.com

www.allete.com

Extensive information about ALLETE and the plan is available through ALLETE’s website listed above. Within the

Investor section, you can download various transaction request forms and obtain access to shareholder account

information, including shares and transactions associated with the plan. Information contained on ALLETE’s website

does not constitute part of this prospectus.

Reinvestment of Cash Dividends

Through the plan, you may reinvest all or a portion of cash dividends earned on your shares (whether held in

certificate form, through ALLETE’s direct registration system, or in your plan account). If you elect “reinvest all cash

dividends,” all cash dividend payments on all shares will be reinvested. If you elect “partial dividend reinvestment,”

dividends received on the percentage of shares you specify will be reinvested and you will receive cash dividends on

the remaining shares. If you do not indicate an investment option on the Shareholder Authorization Form, your plan

account will be automatically enrolled in the “reinvest all cash dividends” option.

You may change your method of receiving cash dividends at any time by sending a completed Shareholder

Authorization Form to the plan administrator.

Dividend instructions must be received on or before a Dividend Record Date in order to be effective for the next

Dividend Payment Date. If the plan administrator receives a Shareholder Authorization Form after a Dividend Record

Date, the new instructions will not take effect until the next Dividend Payment Date.

A “Dividend Payment Date” is the date on which dividends are payable on the shares of ALLETE common stock, as

determined by ALLETE’s Board of Directors. The timing and amount of future dividends will depend on earnings,

cash requirements, the financial condition of ALLETE and its subsidiaries, applicable government regulations and

other factors deemed relevant by the ALLETE Board of Directors. These dates are normally the first day of March,

June, September and December.

A “Dividend Record Date” is the date on which shareholders, including plan participants, must be shareholders in order

to receive dividends on their shares of ALLETE common stock with respect to a particular Dividend Payment Date.

Usually, the Dividend Record Date is the 15th day of the month preceding the Dividend Payment Date.

Without withdrawing from the plan, you may request the plan administrator to stop the reinvestment of any cash

dividends on shares of common stock registered in your name by giving the plan administrator written notice. In order

to stop the reinvestment of a cash dividend payment, the plan administrator must receive such written notice not later

than the Dividend Record Date for that dividend payment.

Optional Cash Payments

After enrollment in the plan, you may purchase additional shares under the plan by:

1)delivering to the plan administrator an Optional Cash Payment Form and a check or money order payable to
ALLETE; or

2)making a request for an automatic cash withdrawal from your bank.

You may arrange for an automatic cash withdrawal from your bank either by returning Electronic Banking Form to

the plan administrator or online at our transfer agent’s website, www.shareowneronline.com. Funds are generally

withdrawn five or six business days prior to the first Investment Date of a month. Optional cash payments may vary in

amount, but may not be less than $10 per payment nor more than $250,000 per calendar year.

13
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The plan administrator will include an Optional Cash Payment Form with each Statement of Account or send one
upon request.

8
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We will not pay interest on any optional cash payments held pending investment in the plan. See “Timing of Share

Purchases” below. We will not return optional cash payments unless we receive a written request no later than the last

day of the Investment Period within which we received such optional cash payments.

You may stop making optional cash payments at any time without withdrawing from the plan.

Timing of Share Purchases

Newly issued shares will be purchased on the applicable Investment Date and shares acquired on the open market or in

privately negotiated transactions will be purchased during an Investment Period (or as soon as practicable thereafter if

the independent agent has not completed purchasing shares during the Investment Period), and, in any case, will be

credited to your plan account as of the Investment Date. There are two investment periods per month. Note that since

one Investment Period begins on the fourth business day before the first day of the month and the other Investment

Period runs from the fourth business day before the 15th day of the month, if an investment or payment is received on

any of the four business days before the Investment Date, it will not be credited to your plan account until the next

following Investment Date. In all cases, we will purchase common stock under the plan within 25 days following

receipt of an initial cash investment or optional cash payment or promptly return any remaining funds to you, without

interest.

“Investment Date” means the date on which a participant’s account is allocated shares of ALLETE common stock for

investments made during a particular Investment Period:

1)If newly issued shares are purchased under the plan, the Investment Date will be the next first or 15th day of the
month following the end of the Investment Period.

2)If open market or privately negotiated purchases are made, the Investment Date will be the later of:

a)the next first or 15th day of the month following the end of the Investment Period; or

b) the day following the end of the Investment Period on which all open market or privately negotiated purchases are
completed by the independent agent.

“Investment Period” means the period during which cash payments are accepted from participants for investment in

ALLETE common stock to be credited to plan accounts on the Investment Date. For the Investment Date occurring on

the first day of the month, the Investment Period begins on the fourth business day before the 15th day of the

preceding month and ends on the fifth business day before the first of the next month. For the Investment Date

occurring on the 15th day of the month, the Investment Period begins on the fourth business day before the first of the

month and ends on the fifth business day before the 15th day of the month in which the Investment Date falls.

If the plan administrator receives any Shareholder Authorization Form directing reinvestment of cash dividends on or

before a Dividend Record Date, we will reinvest that dividend in shares of common stock in accordance with your

instructions and credit the shares to your account. If the plan administrator receives the Shareholder Authorization

Form after the Dividend Record Date, we will pay those dividends in cash and begin reinvestment under the plan with

the next dividend. To the extent shares will not be purchased on the Dividend Payment Date or are to be purchased on

the open market, cash dividends will be delivered to an escrow account pending investment. The Dividend Record

Dates for the payment of dividends on ALLETE common stock are customarily fifteen days before the Dividend

Payment Dates. The Dividend Payment Dates usually are the first day of March, June, September and December.

For example, in the case of a common stock dividend paid by ALLETE on March 1, for which the record date was

February 15:

If we receive the Shareholder Authorization Form directing reinvestment on or before February 15, then we will

reinvest the March 1 dividend in shares of common stock and credit those shares to your plan account as of the

Investment Date following that February 15 record date.

If we receive the Shareholder Authorization Form after February 15, then we will pay the March 1 dividend in cash

and not begin reinvestment under the plan until the next dividend.

Even though we may have received optional cash payments for the February Investment Period on or before February

15, your plan account will not be credited with the March dividend on the shares of common stock newly acquired

with those optional cash payments because you did not own those newly acquired shares on the February 15 record

date.
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In all cases, we will use dividends to purchase common stock under the plan within 30 days following the related
Dividend Payment Date. We will not pay interest on any cash dividends held by us pending reinvestment in the plan.

9
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Source and Price of Purchased Shares

At ALLETE’s option, common stock will be obtained through purchases of newly issued shares directly from ALLETE
or through open market purchases of shares or in privately negotiated transactions. The price per share for

newly issued shares will be the closing price of ALLETE common stock on the New York Stock Exchange on the
applicable Investment Date (or the next preceding day on which the New York Stock Exchange is open, if it is closed
on the Investment Date). Shares purchased on the open market or in negotiated transactions will have a price per share
equal to the weighted average price (excluding any related brokerage fees, commissions or other service charges) at
which such shares were purchased by the independent agent with respect to a particular Investment Period.

Neither you, ALLETE nor any of its affiliates may exercise any control or influence over the timing, price, amount or
manner of purchases of the common stock purchased by the independent agent.

We cannot change our determination that shares will be purchased on the open market or in negotiated transactions or
directly from ALLETE more frequently than once every three months.

The number of shares purchased for your plan account with respect to any Investment Period depends upon:

1)the amount of the cash dividends to be reinvested and optional cash payments to be invested; and

2)the price of the shares of ALLETE common stock purchased.

In every case, available funds will be fully invested in both whole and fractional shares of ALLETE common stock
(computed to three decimal places). No one can predict the number of shares that will be purchased with respect to
any Investment Period, and the plan does not permit the plan administrator to honor a request that a specific number of
shares be purchased.

Safekeeping

Shares of ALLETE common stock that you buy under the plan will be maintained in your account in book entry form.
If you hold ALLETE common stock in certificate form, you may deposit your certificate with the plan administrator
for safekeeping into your plan account. Certificates representing shares to be deposited for safekeeping should be sent
to the plan administrator, together with a completed Shareholder Authorization Form. You should use certified or
registered mail when sending stock certificates. You should not endorse certificates surrendered for safekeeping. We
will send you a notification when we receive certificates sent to us for safekeeping. It is your responsibility to retain
records relative to the cost of any shares represented by certificates deposited for safekeeping. Common stock
surrendered for safekeeping will be treated in the same manner as shares purchased through the plan.

Safekeeping protects your shares against loss, theft or accidental destruction. This also provides a convenient way for
you to keep track of your shares.

Transfer or Assignment of Shares

You may instruct the plan administrator to transfer or assign plan shares to another account or to a new account. These
instructions must be sent with appropriate documentation and comply with transfer regulations and applicable laws.
Please call the plan administrator for specific instructions for transferring shares.

Shares Pledged

You may not pledge shares held in a plan account as collateral. If you wish to use plan shares as collateral, you must
have those shares registered in your name by withdrawing the shares from the plan. See “Certificates for Shares; Direct
Registration System” on page 11.

Shareholder Voting

For each meeting of shareholders, you will receive notices of meetings, proxy statements and proxies covering the
total full and fractional shares held, including shares held directly and shares held under the plan. If you complete and
return a proxy, the covered shares will be voted as indicated. If you complete and return a proxy, but without
instructions as to how shares are to be voted with respect to any item on the proxy, the covered shares will be voted in
accordance with the recommendations of ALLETE’s Board of Directors. If you do not return a proxy, or return an
unsigned proxy, the covered shares will not be voted unless you vote in person at the meeting.

10
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Sale of Shares

Invest Direct allows you to sell up to 200 plan shares in one transaction per calendar year through the plan. This
includes shares of common stock deposited in the plan for safekeeping. We will not charge you an administrative
and/or broker commission fee for this service if less than one share is sold. We will charge you a nominal
administrative fee for sales of one or more shares, up to 200 shares, as more fully described under “Costs Under the
Plan” on page 12.

To sell plan shares, you must make a written request to the plan administrator by:

1)completing the Transaction Request form on the reverse side of the Optional Cash Payment Form; or

2)submitting a letter of instruction indicating the plan account number and registration.

The request should indicate the number of shares to be sold and must be signed by all plan account owners.

We will generally sell shares within five business days after receiving a request. However, we may delay sale requests
received during the period between a Dividend Record Date and a Dividend Payment Date.

You cannot control the terms and conditions of the sale of your plan shares. Neither you, ALLETE nor any of its
affiliates may exercise any control or influence over the timing, price, amount or manner of the sale of the common
stock sold by the independent agent. The independent agent will sell the shares.

We will issue a check for the proceeds of the sale minus applicable administrative fees and taxes as soon as
practicable after the sale of the shares. The check will be made payable to the registered holders only.

If you wish to sell more than once per calendar year or more than 200 shares, you or your stockbroker may request
that the shares be moved to ALLETE’s direct registration system, or DRS, or that a certificate be issued to you for the
shares. See “Certificates for Shares; Direct Registration System” below. Once you receive a certificate or move your
shares to DRS, you can place an order to sell through your stockbroker or request that we sell the shares for you
outside of the plan. If we sell shares for you outside of the plan, the cost will be a flat fee of $15 and $0.05 per share
sold, plus applicable taxes.

Shares held outside the plan may not be sold through the plan.

Certificates for Shares; Direct Registration System

You can request stock certificates or can request to move to the DRS any number of full shares credited to your plan
account, and may make such request without withdrawing from the plan. There is no charge for this service. The DRS
permits an investor to hold ALLETE common stock as the registered owner in book entry registration form on the
stock transfer books of ALLETE, with no need for a physical stock certificate.

You must make a written request to the plan administrator by:

1)completing the Share Transaction Request Form on the reverse side of the Optional Cash Payment Form; or
2)submitting a letter of instruction indicating the plan account number and registration.

The request should indicate the number of shares to be certificated or moved to DRS and must be signed by all plan
account owners. You must make a separate request each time a certificate or movement to DRS is requested. We
process requests as soon as practicable after we receive them. We will continue to hold any remaining full and
fractional shares in your plan account. Fractional shares cannot be issued in certificate form or moved to DRS.
Certificating your shares or moving them to DRS does not automatically stop dividend reinvestment. We will continue
to follow existing instructions regarding payment or reinvestment of dividends on shares moved to certificate form or
DRS until we receive new instructions. To make a change in method of dividend payment, you must make a request in
writing as more fully described under “Reinvestment of Cash Dividends” on page 8.

Withdrawal from the Plan

You may withdraw from the plan at any time by notifying the plan administrator in writing of your decision by:
1)completing the Share Transaction Request Form on the reverse side of the Optional Cash Payment Form; or
2)submitting a letter of instruction indicating the plan account number and registration.

The request should indicate that you wish to terminate participation in the plan. All plan account owners must sign the
request and indicate whether they wish to receive a stock certificate, move their shares to DRS, or sell their shares (if
the number of shares is 200 or less and they have not sold any other shares from their plan account that year).

11
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As explained above, you may terminate participation in the plan either by:

1 selling all the shares in your plan account through the plan (if that number of shares is 200 or less and you have not
sold any other shares credited to your plan account in the calendar year of termination); or

having a certificate issued for a specific number of whole shares or move a specific number of whole shares to DRS

and sell the remaining shares through the plan. If a termination request does not specify the manner of distribution

of shares, we will move the whole number of shares in that account to DRS and issue a check for the value of any

remaining fractional shares. The plan administrator will only issue certificates for whole shares.

If, during the same Investment Period, we receive an optional cash payment and a timely request to terminate

participation in the plan, we will return the amount of the optional cash payment. If the request is not timely received,

we will use those funds to purchase shares in accordance with the terms of the plan. Such shares will be sold and the

proceeds of the sale will be returned to you. In any event, certificates for whole shares allocated to a plan account

upon termination and/or the proceeds from the sale of any shares held in that plan account will be sent to you no later

than 30 days following the notice of termination.

Your withdrawal from the plan will stop all investment under the plan if in the case of:

1)reinvestment of dividends, we receive notification of withdrawal not later than the Dividend Record Date for a cash
dividend payment normally reinvested; and

2) optional cash payments, we receive notification of withdrawal on or before the end of the Investment Period during
which we receive the optional cash payment.

We will pay to you, without interest, any cash dividend or optional cash payment we receive for which investment has

been stopped by timely notification of withdrawal from the plan.

If your account contains less than one full share, we reserve the right to sell any fractional share remaining in the

account, forward the proceeds of the sale to you, and terminate your participation in the plan.

If you sell or otherwise dispose of all the shares of common stock registered in your name in certificate form, you will

not be automatically withdrawn from the plan. The plan administrator will continue to reinvest the dividends on the

shares credited to your plan account until the plan administrator is notified in writing of your intent to withdraw from

the plan.

Statements of Account; Shareholder Communications

You will receive quarterly a Statement of Account if there is any activity in your plan account during that quarter. In

any event, you will receive a Statement of Account at least annually. In addition, you will receive a statement for the

following transactions:

1) purchase of additional shares with optional cash payments;

2)deposit of shares into the plan for safekeeping;

3)sale of shares held in the plan;

4)withdrawal of plan shares;

5)transfer of plan shares; and

6)upon termination of the plan.

Your Statements of Account are your continuing record of the cost of shares purchased, their basis for federal income

tax purposes, the proceeds of sales and the amount of dividends reportable for federal income tax purposes. Therefore,

you should keep all Statements of Account for income tax purposes.

You will also receive copies of the same communications sent to all holders of ALLETE common stock, including

ALLETE’s Annual Report to Shareholders, Notice of Annual Meeting and Proxy Statement and tax information for

reporting dividends paid.

Statements of Account and other communications will be sent to your address on record with us. If you move, you

must promptly notify us of your change of address to avoid delays in receiving up to date information.

Costs Under the Plan

You will not incur any brokerage fees, commissions or other charges for shares purchased for your plan account.

However, if we pay any such charges, we are required to report them to the Internal Revenue Service (“IRS”) as income

to you. Because of the volume of shares purchased through the plan, commissions that we pay on your behalf should

be less than those that you would otherwise pay if you purchased, individually, the same number of shares on the open

2)
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If you request that we sell shares of common stock through the plan (other than a request for the sale of less than one
share), you will be charged a fee for the sale. Once per calendar year, you may sell up to 200 shares for a flat fee of $5
plus applicable taxes. If you want to sell more shares or more often, you or your stockbroker may request that the
shares be moved to ALLETE’s DRS, or that a certificate be issued to you for the shares. See “Certificates for Shares;
Direct Registration System” on page 11.

There are no other service charges for participating in the plan. We pay all costs of administration of the plan.
However, we reserve the right at any time to charge an administrative fee for costs that are reasonably related to actual
administrative costs incurred by us as plan administrator. These costs include printing and mailing costs for
prospectuses, brochures and forms, administrative handling fees for paperwork requested by you, and other similar
costs. If we decide to charge such fees, you will be notified 90 days before their effective date.

Rights Offering and Stock Split

A rights offering takes place if ALLETE issues to its existing shareholders the right to purchase additional shares of
ALLETE common stock in proportion to the shares they already own. In a rights offering, warrants representing rights
on all shares held directly by you, including those credited to your plan account, will be sent directly to you in the
same manner as to shareholders not participating in the plan.

Rights based on a fractional share held in the plan will be sold by the plan administrator and the proceeds will be
credited to your plan account under the plan and applied as cash dividends to purchase common stock to be credited to
your plan account as of the Investment Date following the next Investment Period in which common stock is
purchased with reinvested dividends.

Any shares issued in connection with a stock split on shares credited to your plan account will be added to your plan
account. If you hold your plan shares outside the plan, any shares issued in connection with a stock split will be sent
directly to you in the same manner as to shareholders who are not participating in the plan.

Liability

Neither ALLETE, in its individual capacity or as plan administrator, nor any independent agent appointed by
ALLETE under the plan, will be liable for any act done in good faith or for any good faith omission to act with respect
to the plan, including, without limitation, any claim of liability:

arising out of failure to terminate a plan account upon a participant’s death before receipt of notice from an
authorized representative of the estate of such death in writing (all instructions and requests by an authorized
representative of a participant’s estate must be accompanied by appropriate documentation and must comply with
the transfer requirements of the plan and any applicable laws);

2)with respect to the prices or times at which, or sources from which, shares are purchased or sold; or

3)with respect to any fluctuation in market value before or after any purchase or sale of shares,

provided that nothing contained herein shall be construed to affect any right to bring suit under the federal securities
laws of the United States.

You must recognize that ALLETE cannot assure you a profit, or protect you against losses, on shares purchased under
the plan. The market price of ALLETE common stock can fluctuate substantially. You accept the risks as well as the
benefits of the plan. You participate in the plan at your sole discretion, risk and responsibility.

Modification or Termination of Plan; Termination of Participants; Governing Law

We reserve the right to suspend, modify, amend or terminate the plan at any time and to interpret and regulate the plan
as we deem necessary or desirable in connection with the operation of the plan. ALLETE will provide notice of any
such suspension, modification, amendment or termination. We also reserve the right, at our sole discretion, to
terminate participation in the plan if your plan account is no longer active or if your account contains less than one full
share. In addition, we may terminate your participation in the plan if we believe that your participation may be
contrary to the general intent of the plan or in violation of applicable law. We will send you a certificate for whole
shares and a check for the cash value of the fractional shares in any plan account so terminated.

The terms and conditions of the plan and its operation shall be governed by and construed in accordance with the laws
of the State of Minnesota.

1y
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UNITED STATES FEDERAL INCOME TAX CONSEQUENCES

The following is a brief summary of certain U.S. federal income tax consequences of participation in the plan. This
summary does not describe all of the material U.S. federal income tax considerations that may be relevant to plan
participants in light of their particular circumstances or to plan participants that are subject to special rules. In
addition, this summary does not address the effect of any state, local, foreign or other tax laws. This summary is based
upon the Internal Revenue Code of 1986, as amended, administrative pronouncements, judicial decisions and final,
temporary and proposed regulations, all as in effect on the date hereof, and all of which are subject to change, possibly
with retroactive effect. You are advised to consult your tax or financial advisor with respect to federal, state, local,
foreign and other tax laws which apply to your specific situation.

Dividend Reinvestment

With respect to reinvested cash dividends used to purchase shares in the open market, a participant will be treated for
federal income tax purposes as having received on the Dividend Payment Date a distribution in an amount equal to the
cash reinvested, plus any brokerage fees paid by ALLETE to obtain the shares. That amount will be treated as
dividend income to the participant to the extent of ALLETE’s current or accumulated earnings and profits, as
determined for federal income tax purposes. The initial tax basis of the shares so purchased will be equal to the
amount of the cash reinvested, plus any brokerage fees paid by ALLETE.

With respect to reinvested cash dividends that are used to acquire shares of common stock directly from ALLETE, a
participant will be treated for federal income tax purposes as having received on the Dividend Payment Date a
distribution in an amount equal to the fair market value on that date of the full number of shares and any fractional
shares purchased with the reinvested dividends. The fair market value of those shares on the Dividend Payment Date
will be treated as dividend income to the participant to the extent of the current and accumulated earnings and profits
of ALLETE, as determined for federal income tax purposes. The tax basis of the shares so purchased will be equal to
the fair market value of those shares on the Dividend Payment Date.

Certain dividends are eligible for a reduced rate of federal income taxation for individuals (not exceeding 20%),
provided that the dividend is paid with respect to shares held for more than 60 days during the 120-day period
beginning 60 days before the ex-dividend date, the individual is not obligated to make related payments with respect
to substantially similar or related property, and certain other conditions are met. If such dividends do not qualify for
the reduced rates, they will be taxable at regular ordinary income tax rates (at a maximum rate of 39.6%).

In addition, investment earnings, such as dividends and gains from the sale or exchange of our common stock will be
subject to a 3.8% Medicare tax in the hands of individuals having adjusted gross income in excess of $200,000
($250,000 in the case of joint returns) (the “Medicare Tax”). The same tax will apply in the case of certain trusts and
estates.

Other Purchases

Participants who purchase common stock through voluntary payments to the plan are not treated for federal income
tax purposes as recognizing income by virtue of the voluntary payment. A participant’s share of brokerage
commissions paid by ALLETE in respect of such purchases will constitute taxable income to such participant. The tax
basis of shares of common stock purchased with optional cash payments will equal the amount invested, plus the
amount included in income as a result of brokerage commissions paid by ALLETE in respect of such purchases.

Sales

Gain or loss will be realized by a participant when shares are sold pursuant to the participant’s request to sell shares
held in the plan and when whole shares are sold by the participant. A participant who receives on termination of
participation or termination of the plan a cash adjustment for a fractional share interest will recognize gain or loss with
respect to such fraction. Such gain or loss will be measured by the difference between the amount the participant
receives and his or her tax basis for the shares, or fraction of a share, sold. Shares of common stock will normally
constitute long- or short-term capital gain or loss depending on the period for which the shares were held. Note that
the Medicare Tax will apply to gains from the sale of our common stock.

Cost Basis

The statements you receive from the plan administrator are your continuing record of the cost of your purchases and
should be retained for tax purposes.
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IRS Treasury Regulations require dividend reinvestment plan participants to reinvest at least 10 percent of all

dividends (if any) paid on each share they hold in the plan in order for the participants to use the “average basis method”
when determining the tax basis of any shares sold. ALLETE’s Invest Direct plan has not adopted this requirement
because it would force participants to reinvest dividends. Consequently, participants will not be able to use the

“average basis method” in determining the tax basis of any shares they sell under the plan. The plan has adopted the
first-in, first-out “FIFO” method as its default when determining the tax basis of any shares sold. Participants may
designate their preference for “specific identification” cost basis at the time of the request for the sale by identifying this
preference in writing to the plan administrator.
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Tax Reporting

The IRS Form 1099-DIV mailed to each participant with respect to each year will report the dividend income realized
by the participant during the year, including such participant’s share of brokerage fees paid by ALLETE in respect of
reinvested dividends or optional cash investments. That income may differ from the total of the reinvested dividends.
An IRS Form 1099-B will be furnished to the participant in respect of any sales of shares through the plan.
Withholding

If you fail to furnish a properly completed Form W-9 or its equivalent, then the “backup withholding” provisions of the
Internal Revenue Code may cause us to withhold the required tax from any dividends or sales proceeds.

The information explained above is only a summary and does not purport to be a complete description of all tax
consequences of participation in the plan. The description may be affected by future legislation, IRS rulings and
regulations, or court decisions. Foreign shareholders should seek advice from their independent tax advisor regarding
the tax consequences of participating in the plan and of acquiring, owning, and disposing of shares.

Description of Common Stock

General. The following statements describing ALLETE’s common stock are not intended to be a complete description.
For additional information, please see ALLETE’s Articles of Incorporation and Bylaws. Each of these documents has
been previously filed with the SEC and they are exhibits to the registration statement filed with the SEC of which this
prospectus is a part. Reference is also made to the laws of the State of Minnesota.

ALLETE has the following capital stock authorized by its Articles of Incorporation: 80,000,000 shares of common
stock, without par value, and 3,616,000 shares of preferred stock. As of April 30, 2016, 49,285,032 shares of common
stock were issued and outstanding and no shares of preferred stock were issued and outstanding.

Dividend Rights. ALLETE’s common stock is entitled to dividends only after ALLETE has provided for dividends and
any sinking fund requirements on any issued and outstanding preferred stock. ALLETE’s Articles of Incorporation
contain provisions which would restrict net income available for the payment of cash dividends on outstanding
common stock in the event that shares of ALLETE’s preferred stock were outstanding and certain common stock
equity capitalization ratios were not met.

Voting Rights (Non Cumulative Voting). Holders of ALLETE’s common stock are entitled to receive notice of and to
vote at any meeting of shareholders. Each share of ALLETE’s common stock, as well as each share of any of
ALLETE’s issued and outstanding preferred stock, is entitled to one vote. Holders of ALLETE’s common stock do not
have cumulative voting rights. Each director is elected by the vote of a majority of the votes cast with respect to the
director at a meeting of shareholders called for such purpose at which a quorum is present. At any such meeting for
which the number of nominees (other than nominees withdrawn on or before the sixtieth (60th) day before the first
anniversary of the preceding year’s annual shareholder meeting) exceeds the number of directors to be elected,
directors are elected by a plurality of the votes present and entitled to vote on the election of directors. In addition,
whenever dividends on any of ALLETE’s preferred stock are in default in the amount of four full quarterly payments
or more, and until all the dividends in default are paid, the holders of ALLETE’s preferred stock are entitled, as one
class, to elect a majority of the directors. ALLETE’s common stock, as one class, would then elect the minority.

The Articles of Incorporation include detailed procedures and other provisions relating to these rights and their
termination, including:

guorums;

¢erms of directors elected;

sacancies;

class voting;

meetings; and

adjournments.

The Articles of Incorporation contain provisions that make it difficult to obtain control of ALLETE through
transactions not having the approval of the Board of Directors. These provisions include:

& provision requiring the affirmative vote of 75 percent of the outstanding shares of all classes of ALLETE’s capital
stock, present and entitled to vote, in order to authorize certain mergers or consolidations, or sales or leases of a

26



Edgar Filing: ALLETE INC - Form S-3ASR

significant amount of assets, of ALLETE, and other significant transactions that may have an effect on the control of
ALLETE. Any of those transactions are required to meet certain “fair price” and procedural requirements. Neither a 75
percent shareholder vote nor a “fair price” is required for any of those transactions that have been approved by a
majority of the “Disinterested Directors,” as that term is defined in the Articles of Incorporation;

a provision permitting a majority of the Disinterested Directors to determine whether the above requirements have

been satisfied; and
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a provision providing that some parts of the Articles of Incorporation cannot be altered unless approved by 75 percent
of the outstanding shares of all classes of ALLETE’s capital stock, present and entitled to vote, unless the alteration is
recommended to the shareholders by a majority of the Disinterested Directors. The parts of the Articles of
Incorporation that cannot be altered except as stated above include some parts relating to:

mergers or consolidations, or sales or leases of a significant amount of assets, of ALLETE, and other significant
transactions that may have an effect on the control of ALLETE; and

the number, election, terms of office and removal of directors of ALLETE and the way in which vacancies on the
Board of Directors are filled.

Liquidation Rights. After ALLETE has satisfied creditors and the preferential liquidation rights of any of its
outstanding preferred stock, the holders of its common stock are entitled to share ratably in the distribution of all
remaining assets.

Miscellaneous. Holders of ALLETE’s common stock have no preemptive or conversion rights. ALLETE’s common
stock is listed on the New York Stock Exchange. The transfer agents and registrars for ALLETE’s common stock are
Wells Fargo Bank Minnesota, N.A. and ALLETE.

Use of Proceeds

We will receive no proceeds from 