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RPU-2009-0002 

DOUBLE LEVERAGE 

THE COST OF CAPITAL FOR A REGULATED SUBSIDIARY 
OF A HOLDING COMPANY 

Other Than Emery Generating Station 

Alliant Energy Company 

Cost 
Amount Ratio Rate 

(A) (B) (C) (D) 

Long-term Debt $402,500,000 12.496% 2.500% 

Common Equity $2,818,487,279 87.504% 10.000% 

TOTAL $3,220,987,279 100.000% 

Interstate Power and Light Company 

Cost 
Amount Ratio Rate 

(A) (B) (C) (D) 

Long-term Debt $1,125,768,622 43.859% 6.989% 

Preferred Stock $183,609,920 7.153% 7.646% 

Common Equity $1,257,421,015 48.988% 9.063% 

TOTAL $2,566,799,557 100.000% 
Weighted Average Cost of Capital 

Sources: 
Lines 1 and 3: Alliant Energy Company's capital structure from 

Workpaper-Parker-SJP-1 Sch A, pages 16-19. 
Line 2: Cost of equity from OCA witness Mr. Vitale. 
Lines 4 - 8: IPL's capital structure from OCA Witness Parker, 

Workpaper-Parker-SJP-1 Sch A, pages 1-15. 

Weighted 
Cost 
(E) 

0.312% 

8.750% 

9.063% 

Weighted 
Cost 
(E) 

3.065% 

0.547% 

4.440% 

8.052% 
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RPU-2009-0002 

OTHER THAN EMERY GENERATING STATION 

Interstate Power and Light's Effective Equity 
(A) (B) (C) (D) (E) 

Utility's Percent 
Parent Common Supported by 
Ratios Equity Ratio Parent 

Long-Term Debt 12.496% 48.988% 6.122% 

Common Equity 87.504% 48.988% 42.866% 

100.000% 48.988% 

Interstate Power and Light's Effective Capital Structure 
Cost Weighted 

Ratio Rate Cost Amount 

Long-term Debt 
Parent 6.122% 2.500% 0.153% $157,129,450 a 
Utility 43.859% 6.989% 3.065% $1,125,768,622 

49.980% 3.218% $1,282,898,072 

Preferred Equity 7.153% 0.07646 0.547% $183,609,920 

Common Equity 42.866% 10.000% 4.287% $1,100,291,565 b 

100.000% 8.052% $2,566,799,557 

a: (12.496% long term debt parent ratio x $1,257,421,015 utility company equity) 
b: (87.504% common equity parent ratio x $1,257,421,015 utility company equity) 

Interstate Power and Light's Effective Weighted Cost of Capital 
Cost Weighted 

Amount Ratio Rate Cost 

Long-term Debt $1,282,898,072 49.980% 6.439% 3.218% 
Preferred $183,609,920 7.153% 7.646% 0.547% 

Common Equity $1,100,291,565 42.866% 10.000% 4.287% 

Total $2,566,799,557 100.000% 8.052% 
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RPU-2009-0002 

DOUBLE LEVERAGE 
THE COST OF CAPITAL FOR A REGULATED SUBSIDIARY 

OF A HOLDING COMPANY 

E11lelY Generating Station 

AIliant Energy Company 

Cost 
Amount Ratio Rate 

(A) (B) (C) (D) 

Long-term Debt $402,500,000 12.496% 2.500% 

Common Equity $2,818.487,279 87.504% 12.230% 

TOTAL $3,220,987,279 100.000% 

Interstate Power and Light Company 

Cost 
Amount Ratio Rate 

(A) (B) (C) (D) 

Long-term Debt $1,125,768,622 43.859% 6.989% 

Preferred Stock $183,609,920 7.153% 7.646% 

Common Equity $1,257.421,015 48.988% 11.014% 

TOTAL $2,566,799,557 100.000% 
Weighted Average Cost of Capital 

Sources: 
Lines 1 and 3: Alliant Energy Company's capital structure from 

Workpaper-Parker SJP-1 Sch A, pages 16 - 19. 
Line 2: Cost of equity is 12.23%. 
Lines 4 - 8: IPL's capital structure from OCA Witness Parker, 

Workpaper-Parker SJP-1 Sch A, pages 1 - 15. 

Weighted 
Cost 
(E) 

0.312% 

10.702% 

11.014% 

Weighted 
Cost 
(E) 

3.065% 

0.547% 

5.396% 

9.008% 
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RPU-2009-0002 

EMERY GENERATING STATION 

Interstate Power and Light's Effective Equity 

W m) ~ ~ ~ 

Utility's Percent 
Parent Common Supported by 
Ratios Equity Ratio Parent 

Long-Term Debt 12.496% 48.988% 6.122% 

Common Equity 87.504% 48.988% 42.866% 

100.000% 48.988% 

Interstate Power and Light's Effective Capital Structure 
Cost Weighted 

Ratio Rate Cost Amount 

Long-term Debt 
12 Parent 6.122% 2.500% 0.153% $157,129,450 a 
13 Utility 43.859% 6.989% 3.065% $1,125,768,622 
14 49.980% 3.218% $1,282,898,072 

15 Preferred Equity 7.153% 0.07646 0.547% $183,609,920 

16 Common Equity 42.866% 12.230% 5.243% $1,100,291,565 b 

17 100.000% 9.008% $215661799!551 

a: (12.496% long term debt parent ratio x $1,257,421,015 utility company equity) 
b: (87.504% common equity parent ratio x $1,257,421,015 utility company equity) 

Interstate Power and Light's Effective Weighted Cost of Capital 
Cost Weighted 

Amount Ratio Rate Cost 

18 Long-term Debt $1,282,898,072 49.980% 6.439% 3.218% 
19 Preferred $183,609,920 7.153% 7.646% 0.547% 
20 Common Equity $1,1 00,291,565 42.866% 12.230% 5.243% 

21 Total $2,566,799,557 100.000% 9.008% 
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Double Leverage Effect on Allowed Return 
Other Than Emery Generating Station 

Capital Structure ofInterstate Power and Light Company - Utility 
NO Double Leverage 

Cost AfterTax Pre Tax 
Amount Ratio Rate Weighted Cost Weighted Cost 

(a) (b) (c) (d) (e) 

$ 1,125,768,622 43.859% 6.989% 3.065% 3.065% 

$ 183,609,920 7.153% 7.646% 0.547% 0.936% 

$ 1,257,421,015 48.988% 10.000% 4.899% 8.384% 

8.511% 12.385% 
$ 2,566,799,557 100.000% 

Company's All Other Rate base $ 1,505,000,000 
Allowed Return $ 186,400,017 

Capital Structure ofInterstate Power and Light Company - Utility 
WITH Double Leverage 

Cost AfterTax Pre Tax 
Amount Ratio Rate Weighted Cost Weighted Cost 

(a) (b) (c) (d) (e) 

$ 1,125,768,622 43.859% 6.989% 3.065% 3.065% 

$ 183,609,920 7.153% 7.646% 0.547% 0.936% 

$ 1,257,421,015 48.988% 9.063% 4.440% 7.598% 

8.052% 11.600% 
$ 2,566,799,557 100.000% 

Company's All Other Rate base $ 1,505,000,000 
Allowed Return $ 174,574,300 

"Other Than Emery Generating Station" Annual Overcharge $ 11,825,718 
"Emery Generating Station" Annual Overcharge $ 3,221,289 

Total Annual Overcharge $ 15,047,007 

WHEN double leverage is NOT recognized 

If double leverage is not recognized, ratepayers would be overcharged approximately $15 million per year. 

Sources: 
Rate base from OCA witness Mr. Turner Exhibit_(BWT-l), Schedule A, Page 1,Line 1, Col. B. 
Weighted average cost of capital from OCA Exhibit __ (SJP-l), Schedule A. 



1 

2 

3 

4 
5 
6 

7 

8 

9 

10 
11 
12 

13 

Long-term Debt 

Preferred Equity 

COlmnon Equity 

Long-term Debt 

Preferred Equity 

Common Equity 

Sources: 

OCA Exhibit __ (SJP-1) 
Schedule B 
Page 2 of2 

RPU-2009-0002 

Double Leverage Effect on Allowed Return 
EmelY Generating Station 

Capital Structure ofInterstate Power and Light Company - Utility 
NO Double Leverage 

Cost After Tax Pre Tax 
Amount Ratio Rate Weighted Cost Weighted Cost 

(a) (b) (c) (d) (e) 

$ 1,125,768,622 43.859% 6.989% 3.065% 3.065% 

$ 183,609,920 7.153% 7.646% 0.547% 0.936% 

$ 1,257,421,015 48.988% 12.230% 5.991 % 10.254% 

9.603% 14.255% 
$ 2,566,799,557 100.000% 

Company's Emery Rate base $ 316,000,000 
Allowed Return $ 45,045,870 

Capital Structure ofInterstate Power and Light Company - Utility 
WITH Double Leverage 

Cost After Tax Pre Tax 
Amount Ratio Rate Weighted Cost Weighted Cost 

(a) (b) (c) (d) (e) 

$ 1,125,768,622 43.859% 6.989% 3.065% 3.065% 

$ 183,609,920 7.153% 7.646% 0.547% 0.936% 

$ 1,257,421,015 48.988% 11.014% 5.396% 9.234% 

9.008% 13.236% 
$ 2,566,799,557 100.000% 

Company's Emery Rate base $ 316,000,000 
Allowed Return $ 41,824,581 

Emery Generating Station Annual Overcharge $ 3,221,289 
WHEN double leverage is NOT recognized 

Rate base from OCA witness Mr. Turner Exhibit_(BWT-I), Schedule A, Page 1,Line 1, Col. A. 
Weighted average cost of capital from OCA Exhibit __ (SJP-I), Schedule A. 
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RPU-2009-0002 

Ten Year Earnings, Dividends Paid, and Equity Infusions 
IPL, WPL, Resources, and Other subsidiaries of AlIiant Energy 

Interstate Power and Light 
Cash 

Earnings Dividends Equity Infusions Repayment of 
Available Paid to Parent Remainder from Parent Capital to Alliant 

$ 77,300,000 $ 27,600,000 $ 49,700,000 $ - $ -
$ 93,900,000 $ 120,600,000 $ (26,700,000) $ - $ -
$ 99,700,000 $ 80,300,000 $ 19,400,000 $ - $ -
$ 94,700,000 $ 80,300,000 $ 14,400,000 $ - $ -
$ 88,000,000 $ 81,800,000 $ 6,200,000 $ 60,000,000 $ -
$ 87,100,000 $ 89,100,000 $ (2,000,000) $ 168,780,000 $ -
$ 110,300,000 $ 102,000,000 $ 8,300,000 $ 100,000,000 $ -
$ 149,700,000 $ 109,900,000 $ 39,800,000 $ - $ -
$ 157,000,000 $ 109,800,000 $ 47,200,000 $ 26,000,000 $ 110,000,000 
$ 274,900,000 $ 109,900,000 $ 165,000,000 $ 100,000,000 $ 500,000,000 
$ 126,200,000 $ 29,100,000 $ 97,100,000 $ 200,000,000 $ 75,000,000 

$ 1,358,800,000 $ 940,400,000 $ 418,400,000 $ 654,780,000 $ 685,000,000 

Wisconsin Power and Light 
Cash 

Earnings Dividends Equity Infusions Repayment of 
Available Paid to Parent Remainder from Parent Capital to Alliant 

$ 32,300,000 $ 58,300,000 $ - $ - $ -
$ 67,500,000 $ 58,400,000 $ 9,100,000 $ 30,000,000 $ -
$ 68,100,000 $ - $ 68,100,000 $ - $ -
$ 70,200,000 $ 60,500,000 $ 9,700,000 $ 35,000,000 $ -
$ 77,600,000 $ 59,214,670 $ 18,385,330 $ 61,000,000 $ 385,330 
$ 111,600,000 $ 70,600,000 $ 41,000,000 $ 200,000,000 $ -
$ 110,400,000 $ 89,000,000 $ 21,400,000 $ - $ -
$ 101,800,000 $ 89,800,000 $ 12,000,000 $ - $ -
$ 102,000,000 $ 92,200,000 $ 9,800,000 $ 42,600,000 $ -
$ 110,200,000 $ 91,100,000 $ 19,100,000 $ - $ 100,000,000 
$ 115,100,000 $ 91,300,000 $ 23,800,000 $ 100,000,000 $ -

$ 934,500,000 $ 702,114,670 $ 232,385,330 $ 468,600,000 $ 100,385,330 
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RPU -2009-0002 
Ten Year Earnings, Dividends Paid, and Equity Infusions 

Alliant Energy Resources, LLC 
Cash 

Earnings Dividends Equity Infusions Repayment of 
Available Paid to Parent Remainder from Parent Capital to Alliant 

1998 $ (8,800,000) $ 2,000,000 $ (10,800,000) $ - $ -
1999 $ 38,300,000 $ 8,200,000 $ 30,100,000 $ 5,000,000 $ -
2000 $ 227,200,000 $ - $ 227,200,000 $ - $ -
2001 $ 1,400,000 $ - $ 1,400,000 $ - $ -
2002 $ (60,600,000) $ - $ (60,600,000) $ - $ -
2003 $ (1,900,000) $ - $ (1,900,000) $ - $ -
2004 $ (68,900,000) $ - $ (68,900,000) $ 17,382,750 $ -
2005 $ (261,800,000) $ - $ (261,800,000) $ - $ -
2006 $ 46,400,000 $ - $ 46,400,000 $ - $ -
2007 $ 35,300,000 $ - $ 35,300,000 $ - $ -
2008 $ 37,300,000 $ - $ 37,300,000 $ - $ -

Total $ (16,100,000) $ 10,200,000 $ (26,300,000) $ 22,382,750 $ -

Other 
Cash 

Earnings Dividends Equity Infusions Repayment of 
Available Paid to Parent Remainder from Parent Capital to Alliant 

1998 $ - $ - $ - $ - $ -
1999 $ (700,000) $ - $ (700,000) $ - $ -
2000 $ (100,000) $ - $ (100,000) $ - $ -
2001 $ 200,000 $ - $ 200,000 $ - $ -
2002 $ 200,000 $ - $ 200,000 $ - $ -
2003 $ (2,300,000) $ - $ (2,300,000) $ - $ -
2004 $ 1,100,000 $ - $ 1,100,000 $ - $ -
2005 $ 200,000 $ - $ 200,000 $ - $ -
2006 $ (100,000) $ - $ (100,000) $ - $ -
2007 $ - $ - $ - $ - $ -
2008 $ - $ - $ - $ - $ -

Total $ (1,500,000) $ - $ (1,500,000) $ - $ -

Notes: 
IPL information is for IPL and IPL's predecessor company(s). 

Sources: 
Responses to OCA Data Request Nos. 8, 14 (Revised June 10,2009) and 15. 
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RPU-2009-0002 
Demonstration of how a Thirteen-Month Average Capital Structure 
is More Representative than a Year-End Capital Structure 

Over/(Under) Statement of Year- End Retained Earnings when 
Compared to Thirteen-Month Average Retained Earnings 

Year Ended 1999 $ 15,558,757 
Year Ended 2000 $ 20,040,780 
Year Ended 2001 $ 18,139,784 
Year Ended 2002 $ 12,565,146 
Year Ended 2003 $ 7,915,737 
Year Ended 2004 $ 24,174,620 
Year Ended 2005 $ 41,306,133 
Year Ended 2006 $ 20,350,654 
Year Ended 2007 $ (311,077,041) 
Year Ended 2008 $ 65,786,179 

Year Ended Dec. 2008 
$ 20,998,683 
$ 4,813,578 
$ 10,027,313 
$ 15,843,270 
$ 20,138,388 
$ 20,181,661 
$ 32,528,754 
$ 58,957,306 
$ 76,277,651 
$ 91,864,266 
$ 95,236,613 
$ 98,679,057 13-month Avg. 
$ 116,730,572 $ 50,944,393 

Difference Between 
Year-End and Avg: $ 65,786,179 

Response to OCA Data Request No. 20. 
Pages 2 and 3 of this Schedule D. 

Dec-06 
Jan-07 
Feb-07 
Mar-07 
Apr-07 
May-07 
Jun-07 
Jul-07 

Aug-07 
Sep-07 
Oct-07 
Nov-07 
Dec-07 

Year Ended Dec. 2007 
$ 357,635,639 
$ 342,937,984 
$ 347,188,045 
$ 351,402,786 
$ 328,433,797 
$ 333,686,515 
$ 346,534,123 
$ 352,603,548 
$ 382,104,455 
$ 395,635,816 
$ 375,282,873 
$ 382,540,145 13-month Avg. 
$ 20,998,683 $ 332,075,724 

Difference Between 
Year-End and Avg: $ (311 ,077,041) 
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RPU-2009-0002 
Demonstration of how a Thirteen-Month Average Capital Structure 
is More Representative than a Year-End Capital Structure 

Over/(Under) Statement of Year- End Retained Earnings when 
Compared to Thirteen-Month Average Retained Earnings 

Year Ended 1999 $ 15,558,757 
Year Ended 2000 $ 20,040,780 
Year Ended 2001 $ 18,139,784 
Year Ended 2002 $ 12,565,146 
Year Ended 2003 $ 7,915,737 
Year Ended 2004 $ 24,174,620 
Year Ended 2005 $ 41,306,133 
Year Ended 2006 $ 20,350,654 
Year Ended 2007 $ (311,077,041) 
Year Ended 2008 $ 65,786,179 

Year Ended Dec. 2008 
$ 20,998,683 
$ 4,813,578 
$ 10,027,313 
$ 15,843,270 
$ 20,138,388 
$ 20,181,661 
$ 32,528,754 
$ 58,957,306 
$ 76,277,651 
$ 91,864,266 
$ 95,236,613 
$ 98,679,057 13-month Avg. 
$ 116,730,572 $ 50,944,393 

Difference Between 
Year-End and Avg: $ 65,786,179 

Response to OCA Data Request No. 20. 
Pages 2 and 3 of this Schedule D. 

Dec-06 
Jan-07 
Feb-07 
Mar-07 
Apr-07 
May-07 
Jun-07 
Jul-07 

Aug-07 
Sep-07 
Oct-07 
Nov-07 
Dec-07 

Year Ended Dec. 2007 
$ 357,635,639 
$ 342,937,984 
$ 347,188,045 
$ 351,402,786 
$ 328,433,797 
$ 333,686,515 
$ 346,534,123 
$ 352,603,548 
$ 382,104,455 
$ 395,635,816 
$ 375,282,873 
$ 382,540,145 13-month Avg. 
$ 20,998,683 $ 332,075,724 

Difference Between 
Year-End and Avg: $ (311 ,077,041) 
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RPU-2009-0002 

Demonstration of how a Thirteen-Month Average Capital Structure 
is More Representative than a Year-End Capital Structure 

Year Ended Dec. 2006 Year Ended Dec. 2005 
$ 420,533,697 Dec-04 $ 380,713,867 
$ 406,114,289 Jan-05 $ 360,465,856 
$ 306,766,778 Feb-05 $ 366,115,701 
$ 316,186,367 Mar-05 $ 371,880,292 
$ 292,162,471 Apr-05 $ 345,900,687 
$ 299,685,827 May-05 $ 349,496,961 
$ 313,617,852 Jun-05 $ 364,297,821 
$ 313,300,409 Jul-05 $ 365,782,171 
$ 331,975,604 Aug-05 $ 392,770,099 
$ 350,262,966 Sep-05 $ 416,359,837 
$ 331,632,209 Oct-05 $ 395,355,887 
$ 344,830,700 13-month Avg. Nov-05 $ 400,285,454 13-month Avg. 
$ 357,635,639 $ 337,284,985 Dec-05 $ 420,533,697 $ 379,227,564 

Difference Between Difference Between 
Year-End and Avg: $ 20,350,654 Year-End and Avg: $ 41,306,133 

Year Ended Dec. 2004 Year Ended Dec. 2003 
$ 372,108,102 Dec-02 $ 374,137,993 
$ 359,376,665 Jan-03 $ 363,708,762 
$ 365,166,073 Feb-03 $ 365,628,803 
$ 359,793,096 Mar-03 $ 374,205,567 
$ 333,990,296 Apr-03 $ 353,221,767 
$ 333,350,056 May-03 $ 351,537,145 
$ 342,895,286 Jun-03 $ 357,349,097 
$ 338,723,701 Jul-03 $ 355,472,242 
$ 355,332,014 Aug-03 $ 376,705,941 
$ 375,775,217 Sep-03 $ 373,548,210 
$ 354,997,507 Oct-03 $ 357,139,173 
$ 362,788,326 13-month Avg. Nov-03 $ 359,737,944 13-month Avg. 
$ 380,713,867 $ 356,539,247 Dec-03 $ 372,108,102 $ 364,192,365 

Difference Between Difference Between 
Year-End and Avg: $ 24,174,620 Year-End and Avg: $ 7,915,737 
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RPU-2009-0002 

Demonstration of how a Thirteen-Month Average Capital Structure 
is More Representative than a Year-End Capital Structure 

Year Ended Dec. 2002 
$ 368,202,467 
$ 352,782,215 
$ 355,019,572 
$ 360,137,461 
$ 358,510,802 
$ 340,836,508 
$ 355,000,537 
$ 356,935,271 
$ 372,144,238 
$ 379,174,373 
$ 361,771,247 
$ 365,794,326 13-month Avg. 
$ 374,137,993 $ 361,572,847 

Difference Between 
Year-End and Avg: $ 12,565,146 

Year Ended Dec. 2000 
$ 334,501,702 
$ 322,857,699 
$ 327,716,707 
$ 332,441,930 
$ 334,832,776 
$ 316,304,966 
$ 321,931,147 
$ 322,557,586 
$ 343,683,409 
$ 353,480,349 
$ 335,243,689 
$ 340,554,818 13-month Avg. 
$ 353,886,410 $ 333,845,630 

Difference Between 
Year-End and Avg: $ 20,040,780 

Dec-OO 
Jan-01 
Feb-01 
Mar-01 
Apr-01 
May-01 
Jun-01 
Jul-01 

Aug-01 
Sep-01 
Oct-01 
Nov-01 
Dec-01 

Jan-99 
Feb-99 
Mar-99 
Apr-99 
May-99 
Jun-99 
Jul-99 

Aug-99 
Sep-99 
Oct-99 
Nov-99 
Dec-99 

Year Ended Dec. 2001 
$ 353,886,410 
$ 341,129,158 
$ 345,566,918 
$ 348,633,121 
$ 349,287,170 
$ 330,569,333 
$ 339,853,454 
$ 339,173,720 
$ 357,345,529 
$ 370,221,614 
$ 350,807,885 
$ 356,138,095 13-month Avg. 
$ 368,202,467 $ 350,062,683 

Difference Between 
Year-End and Avg: $ 18,139,784 

Year Ended Dec. 1999 

$ 310,910,790 
$ 315,441,107 
$ 321,219,223 
$ 302,992,271 
$ 304,341,031 

$ 311,095,145 
$ 312,695,480 
$ 327,441,216 
$ 340,453,744 
$ 321,982,709 
$ 324,240,922 12-mo. Avg 
$ 334,501,702 $ 318,942,945 

Difference Between 
Year-End and Avg: $ 15,558,757 
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SUMMARY OF CASES ADDRESSING INTERSTATE POWER COMPANY'S 
1979 PREFERRED EXCHANGE 

Docket RPU-81-24 Proposed Decision and Order April 15, 1982: 

In mid-1979, Interstate Power Company exchanged 
173,228 shares of$50 par 9% (New Preferred Exchange) 
for 110,074 shares 4.68% $50 par 
and l39,545 shares 4.36% $50 par 

The gain on exchange ofthis stock was used by Company to increase the common equity 
Account No. 211, Miscellaneous Paid in Capital. 

FINDINGS OF FACT: 
3. Company should not be permitted to include in common equity $5.5 million derived from 

the exchange of shares of preferred stock. 

Docket RPU-81-24 Order on Appeal from Proposed Decision and Order May 20,1982: 

FINDINGS OF FACT: 
1. The Examiner properly excluded the 1979 preferred stock exchange amount of $5,542,967 in 

account 211 from the common equity portion of the Company's capital structure and included it 
as preferred stock capital. 

Docket RPU-83-27 Proposed Decision and Order April 11, 1984: 

FINDINGS OF FACT, page 57: 
3a. The $5.5 million gain arising from the exchange of preferred stock in 1979 should be excluded 

from the common equity portion of the capital structure as previously ordered by the Commission. 
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Docket RPU-S5-21 Final Decision and Order June 27, 1986: 

Page 12: The Commission perceives no reason to depart from its previous decisions on this issue. Interstate Power 
Company, Docket No. RPU-SI-24; Interstate Power Company, Docket No. RPU-S3-27. The logic underlying the 
prior decisions continues to hold true: nothing of substance was gained from the transaction; no additional capital was 
raised; and Interstate received no funds to invest or to pay existing debt. Commission approval ofthis type of 
recapitalization would undoubtedly generate enormous activity by other utilities with no substantive change and no 
substantive benefit to ratepayers. 

FINDINGS OF FACT: 

7. Interstate shall not recover a common equity return on gain resulting from its 1979 preferred stock exchange. 

Docket RPU-86-8 Final Decision and Order March 2, 1987: 

FINDINGS OF FACT: 
46. Recognition of the accounting gain realized from the 1979 preferred stock exchange engineered by Interstate 
would produce unjust and unreasonable rates. 

Docket RPU-93-6 Final Decision and Order June 3, 1994: 
At the time ofthe final rollover, May 1993, Interstate issued $27,250,000 of [6.40%] preferred stock to rollover 
$25,473,750 of preferred stock. (Tr. ISO). Both parties agreed that a preferred stock exchange which occurred in 
1979 should not be recognized in this rate case. (Tr. 174, 154). Interstate reflected the entire amount ofthe new issue 
in the test year less the stock from the 1979 exchange, while Consumer Advocate included only the preferred stock 
existing in the test year after subtracting the stock from the 1979 stock exchange. Consumer Advocate used 72.079 
percent of the new issue's unamortized balances while Interstate used 77.105 percent. (Tr. 179, lSI). The Board will 
use Consumer Advocate's proposed approach for each ofthe three rollovers. 

Dockets RPU-95-1 and RPU-95-8: 
These cases were stipulated. Interstate's witness filed testimony consistent with the Board's Order in RPU-93-6 to 
reflect only the portion ofthe 6.40% not involved with the rollover of the 9% Preferred Exchange stock. 
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These cases were decided by Board Order. In these Orders, the Board adopted OCA's preferred equity portion of the 
capital structure. OCA made adjustments to preferred equity as if the 1979 exchange did not occur, and recognized 
only a portion ofthe 6.40% preferred not involved with the rollover ofthe 9% Preferred Exchange stock. 

RPU-02-3: Final Decision and Order, April 15,2003, Schedule F; and 
OCA Exhibit __ (SJP-I), Schedule A-2, page 1. 

RPU-02-7: Final Decision and Order, May 15,2003, Schedule C; and 
OCA Exhibit __ (SJP-I), Schedule A, page 1. 
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When Substituting the New Preferred Weighted Dividend Rate 
for the "Old" Preferred Weighted Dividend Rate 
For the years 2003 through 2009 

2003 
2004 
2005 
2006 
2007 
2008 
2009 

Total 

Increase when 
8.107% is Substitued 

for 5.538% 

$1,600,097 
$1,580,647 
$1,561,197 
$1,541,747 
$1,522,297 
$1,502,847 
$1,483,397 

$10,792,231 

Note: This compares the weighted cost of the seven series of "old" 
preferred equity redeemed in September 2002 with the weighted cost of 
the "new" preferred equity of $150,000,0008.375% series issued in 
December 2002 and $40,000,0007.10% series issued in September 2003. 
This comparison is based on the increased cost calculated by IPL in its 
response to OCA Data Request No. 10 in Docket RPU-2009-0002. 
Further details can be found in OCA Exhibit __ (SJP-l), Schedule E, 
and Parker Workpapers. This analysis illustrates the increased cost to 
ratepayers and the necessity of the preferred adjustment discussed in Ms. 
Parker's direct testimony. This total increase in preferred equity 
dividends does not include any loss on reacquired preferred equity, which 
was approximately $2.4 million in September 2002. (See Response to 
OCA Data Request No.1 05 in RPU-2009-0002). Responses to Data 
Requests are included in Parker Schedule F. 

Source: Pages 5 and 6 of this Schedule E. 



Annnal Dollar Increase in Preferred Stock Dividends 

September 2002 Redemption of All Prefened Equity 

Weighted 
Ln. Description Par Amount Dividend Rate Dividend Rate 

1 4.80% 6,000,000 4.80% 0.457% 
2 4.30% 7,320,300 4.30% 0.499% 

3 6.10% 5,000,000 6.10% 0.484% 

4 4.36% 10,000,000 4.36% 0.692% 

5 4.68% 8,300,000 4.68% 0.616% 

6 6.40% 21,417,850 6.40% 2.174% 
7 7.76% 5,000,000 7.76% 0.616% 

8 $ 63,038,150 5.538% 

9 New prefened 8.375% 

Difference in Cost: 
10 Par Amount $ 63,038,150 

11 Increase in Dividend Rate 2.837% 
12 Dollar increase in annual dividend $ 1,788,490 

13 Weighted cost of both series of New Prefened 8.107% 

Difference in Cost: 

14 Par Amount $ 63,038,150 

15 Increase in Dividend Rate 2.569% 

16 Dollar increase in annual dividend $ 1,619,548 

2004 

Weighted 

Ln. Description Par Amount Dividend Rate Dividend Rate 

1 4.80% 6,000,000 4.80% 0.474% 
2 4.30% 7,320,300 4.30% 0.518% 
3 6.10% 5,000,000 6.10% 0.502% 

4 4.36% 10,000,000 4.36% 0.718% 

5 4.68% 8,300,000 4.68% 0.639% 
6 6.40% 19,138,991 6.40% 2.016% 
7 7.76% 5,000,000 7.76% 0.639% 

8 $ 60,759,291 5.506% 

9 New prefened 8.375% 

Difference in Cost: 
10 Par Amount $ 60,759,291 

11 lucrease ill Dividend Rate 2.869% 

12 Dollar increase in atillual dividend $ 1,743,482 

13 Weighted cost of both series of New Prefened 8.107% 
Difference in Cost: 

14 Par Amount $ 60,759,291 
15 lucrease ill Dividend Rate 2.601% 
16 Dollar increase in arumal dividend $ 1,580,647 

Year End 2003 

Ln. Description Par Amount 

1 4.80% 6,000,000 

2 4.30% 7,320,300 

3 6.10% 5,000,000 

4 4.36% 10,000,000 

5 4.68% 8,300,000 

6 6.40% 20,278,420 

7 7.76% 5,000,000 

8 $ 61,898,720 

9 

Difference in Cost: 

10 Par Amount 

11 lucrease in Dividend Rate 

12 Dollar increase in amma1 dividend 
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Weighted 

Dividend Rate Dividend Rate 

4.80% 0.465% 

4.30% 0.509% 

6.10% 0.493% 

4.36% 0.704% 

4.68% 0.628% 

6.40% 2.097% 
7.76% 0.627% 

5.522% 

New prefened 8.375% 

$ 61,898,720 

2.853% 

$ 1,765,986 

13 Weighted cost of both seIies of New Prefened 8.107% 

Difference in Cost: 

14 Par Amount $ 61,898,720 

15 Increase in Dividend Rate 2.585% 

16 Dollar increase in annual dividend $ 1,600,097 

2005 

Weighted 

Ln. Description Par Amount Dividend Rate Dividend Rate 

1 4.80% 6,000,000 4.80% 0.483% 

2 4.30% 7,320,300 4.30% 0.528% 

3 6.10% 5,000,000 6.10% 0.512% 

4 4.36% 10,000,000 4.36% 0.731% 

5 4.68% 8,300,000 4.68% 0.652% 

6 6.40% 17,999,561 6.40% 1.932% 
7 7.76% 5,000,000 7.76% 0.651% 

8 $ 59,619,861 5.488% 

9 New prefelTed 8.375% 

Difference in Cost: 

10 Par Amount $ 59,619,861 

11 lucrease in Dividend Rate 2.887% 

12 Dollar increase in annual dividend $ 1,720,979 

13 Weighted cost of both series of New PrefelTed 8.107% 

Difference in Cost: 
14 Par Amount $ 59,619,861 

15 Increase in Dividend Rate 2.619% 

16 Dollar increase in amlUal dividend $ 1,561,197 



Ln. 
I 
2 
3 
4 
5 
6 
7 

8 

9 

10 

II 
12 

13 

14 
15 
16 

Ln. 
I 
2 
3 
4 
5 
6 
7 

8 

9 

10 

11 
12 

13 

14 
15 
16 

Annual Dollar Increase in Preferred Stock Dividends 

2006 
Weighted 

Description Par Amount Dividend Rate Dividend Rate 
4.80% 6,000,000 4.80% 0.492% 
4.30% 7,320,300 4.30% 0.538% 
6.10% 5,000,000 6.10% 0.522% 
4.36% 10,000,000 4.36% 0.746% 
4.68% 8,300,000 4.68% 0.664% 
6.40% 16,860,132 6.40% 1.845% 
7.76% 5,000,000 7.76% 0.663% 

$ 58,480,432 5.471% 

New preferred 8.375% 
Difference ill Cost: 
Par Amount $ 58,480,432 

Increase in Dividend Rate 2.904% 
Dollar increase in annual dividend $ 1,698,475 

Weighted cost of both series of New Preferred 8.107% 
Difference in Cost: 
Par Amount $ 58,480,432 
Increase in Dividend Rate 2.636% 
Dollar increase in arumal dividend $ 1,541,747 

2008 

Weighted 
Description ParAmount Dividend Rate Dividend Rate 

4.80% 6,000,000 4.80% 0.512% 
4.30% 7,320,300 4.30% 0.560% 
6.10% 5,000,000 6.10% 0.543% 
4.36% 10,000,000 4.36% 0.776% 
4.68% 8,300,000 4.68% 0.691% 
6.40% 14,581,272 6.40% 1.660% 
7.76% 5,000,000 7.76% 0.690% 

$ 56,201,572 5.433% 

New preferred 8.375% 
Difference in Cost: 

Par Amount $ 56,201,572 

Increase in Dividend Rate 2.942% 
Dollar increase in annual dividend $ 1,653,467 

Weighted cost of both series ofNewPrefened 8.107% 
Difference in Cost: 
Par Amowlt $ 56,201,572 
Increase In Dividend Rate 2.674% 
Dollar increase in annual dividend $ 1,502,847 

Sources: 
IPL's Responses to OCA Data Request Nos. 10, 105, and 106. 

Workpaper-Parker SJP-I Sch E pages 1-3 and 7-9. 

2007 

Ln. Descdption Par Amount 
I 4.80% 6,000,000 
2 4.30% 7,320,300 
3 6.10% 5,000,000 
4 4.36% 10,000,000 
5 4.68% 8,300,000 
6 6.40% 15,720,702 
7 7.76% 5,000,000 

8 $ 57,341,002 

9 
Difference in Cost: 

10 Par Amount 

11 Increase in Dividend Rate 
12 Dollar increase in annual dividend 
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Weighted 
Dividend Rate Dividend Rate 

4.80% 0.502% 
4.30% 0.549% 
6.10% 0.532% 
4.36% 0.760% 
4.68% 0.677% 
6.40% 1.755% 
7.76% 0.677% 

5.452% 

New prefened 8.375% 

$ 57,341,002 
2.923% 

$ 1,675,971 

13 Weighted cost of both sedes of New PrefelTed 8.107% 

Difference in Cost: 
14 Par Amount $ 57,341,002 
15 Increase in Dividend Rate 2.655% 
16 DoBar increase in annual dividend $ 1,522,297 

2009 

Weighted 

Ln. Descdption Par Amount Dividend Rate Dividend Rate 

1 4.80% 6,000,000 4.80% 0.523% 
2 4.30% 7,320,300 4.30% 0.572% 
3 6.10% 5,000,000 6.10% 0.554% 
4 4.36% 10,000,000 4.36% 0.792% 
5 4.68% 8,300,000 4.68% 0.705% 
6 6.40% 13,441,843 6.40% 1.562% 
7 7.76% 5,000,000 7.76% 0.705% 

8 $ 55,062,143 5.413% 

9 New prefened 8.375% 
Difference in Cost: 

10 Par Amount $ 55,062,143 

11 Increase in Dividend Rate 2.962% 
12 Dollar increase in almua! dividend $ 1,630,964 

13 Weighted cost of both sedes of New Preferred 8.107% 
Difference in Cost: 

14 Par Amount $ 55,062,143 
15 Increase in Dividend Rate 2.694% 
16 Dollar increase in almual dividend $ 1,483,397 



2 

3 

4 
5 
6 
7 

8 

9 

10 

11 
12 
13 
14 

15 
16 
17 

Long-term Debt 

Preferred Equity 

Common Equity 

Long-term Debt 

Preferred Equity 

Common Equity 
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Preferred Equity Adjustment Effect on Allowed Return 
Other Thall Emery Gellerating Station 
Capital Structure of Interstate Power and Light Company - Utility 
Company's Preferred Equity Amount and Cost Rate 

Cost After Tax 
Amount Ratio Rate Weighted Cost 

(a) (b) (c) (d) 

$ 1,141,948,472 44.364% 7.020% 3.114% 

$ 183,134,419 7.115% 8.410% 0.598% 

$ 1,248,962,934 48.521% 11.400% 5.531% 

9.244% 
$ 2,574,045,825 100.000% 

Company's All Other Rate base $ 
Allowed Return $ 

Capital Structure of Interstate Power and Light Company - Utility 
OCA's Preferred Equity Amount and Cost Rate 

Cost After Tax 

Pre Tax 
Weighted Cost 

(e) 

3.114% 

1.024% 

9.467% 

13.605% 

1,535,860,560 
208,956,305 

Pre Tax 
Amount Ratio Rate Weighted Cost Weighted Cost 

(a) (b) (c) (d) (e) 

$ 1,141,948,472 44.356% 7.020% 3.114% 3.114% 

$ 183,609,920 7.132% 7.646% 0.545% 0.933% 

$ 1,248,962,934 48.512% 11.400% 5.530% 9.465% 

9.189% 13.512% 
$ 2,574,521,326 100.000% 

Company's All Other Rate base $ 1,535,860,560 
Allowed Return $ 207,526,323 

"Other Than Emery Generating Station" Annual Overcharge $ 1,429,982 
"Emery Generating Station" Annual Overcharge ~$ __ -,2""9:....:4",,,3,-=2,-,,5 

Total Annual Overcharge $ 1,724,307 
Due to redemption of Lower Cost Preferred Equity 

If OCArs preferred equity adjustment is not recognized, ratepayers would be overcharged 
approximately $1.7 million per year. 
The different amount of and cost rate of the preferred equity proposed by IPL and OCA also affects the 
ratios and weighted costs oflong-term debt and common equity. Because OCArs adjustment does recognize 
a portion of the "new" preferred at a higher dividend rate, the increased cost is lower than when simply 
substituting the "new" dividend rate for the "old" dividend rate. 

Sources: 
Rate base from IPL witness Mr. Hampsher Exhibit_(CAH-1), Schedule A. 
Weighted average cost of capital from Mr. Bacalao Exhibit __ (EB-l), Schedule A. 
Line 9 from Ms. Parker OCA Exhibit __ (SJP-1), Schedule A, page 1. 
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Amount 
(a) 

$ 1,141,948,472 

$ 183,134,419 

$ 1,248,962,934 

$ 2,574,045,825 
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Preferred Equity Adjustment Effect on Allowed Return 
Emery Generating Station 
Capital Structure of Interstate Power and Light Company - Utility 
Company's Preferred Equity Amount and Cost Rate 

Cost After Tax Pre Tax 
Ratio Rate Weighted Cost Weighted Cost 

(b) (c) (d) (e) 

44.364% 7.020% 3.114% 3.114% 

7.115% 8.410% 0.598% 1.024% 

48.521% 12.230% 5.934% 10.156% 

9.647% 14.294% 
100.000% 

Company's Emery Rate base $ 315,686,205 
Allowed Return $ 45,125,478 

Capital Structure ofInterstate Power and Light Company - Utility 
OCA's Preferred Equity Amount and Cost Rate 

Cost AfterTax Pre Tax 
Amount Ratio Rate Weighted Cost Weighted Cost 

(a) (b) (c) (d) (e) 

$ 1,141,948,472 44.356% 7.020% 3.114% 3.114% 

$ 183,609,920 7.132% 7.646% 0.545% 0.933% 

$ 1,248,962,934 48.512% 12.230% 5.933% 10.154% 

9.592% 14.201% 
$ 2,574,521,326 100.000% 

Company's Emery Rate base $ 315,686,205 
Allowed Return $ 44,831,152 

"Emery Generating Station" Annual Overcharge $ 294,325 
Due to redemption of Lower Cost Preferred Equity 

Rate base from IPL witness Mr. Hampsher Exhibit_(CAH-1), Schedule A. 
Weighted average cost of capital from Mr. Bacalao's Exhibit __ (EB-1), Schedule A. 
Line 9 from Ms. Parker OCA Exhibit __ (SJP-1), Schedule A, page 1. 


