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On January 10, 2011, the Utilities Board (Board) issued its "Final Decision and 

Order" (Final Order) in an electric rate case involving Interstate Power and Light 

Company (IPL), identified as Docket No. RPU-2010-0001.  On January 28, 2011, IPL 

and the Consumer Advocate Division of the Department of Justice (Consumer 

Advocate) each filed timely requests for rehearing.  Consumer Advocate filed a 

response to IPL's request for rehearing on February 8, 2011; IPL filed a response to 

Consumer Advocate's request on February 11, 2011. 

IPL concurred with two of Consumer Advocate's rehearing requests.  First, in 

the Final Order, the Board allowed IPL to recover its investment in the cost overrun 

associated with IPL's Whispering Willows-East (WWE) turbine costs over a 20-year 

term, but did not allow IPL to earn a return on those costs.  Consumer Advocate 

asked the Board to clarify that the allowance of costs for WWE wind turbines, 

including cost overruns, will be 25 years rather than 20.  Consumer Advocate said 

this is consistent with the ratemaking principles approved for WWE on February 6, 

2008, in Docket No. RPU-07-5. 
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The Board will modify its Final Order to reflect this change.  While the 

depreciation life of WWE as determined in the ratemaking principles proceeding is 

not binding for cost overruns that are not governed by the ratemaking principles, both 

IPL and Consumer Advocate agree that a 25-year period for recovery of the cost 

overruns (with no return on those costs) is reasonable and is consistent with the 

depreciation life for the remainder of WWE, which is covered by the ratemaking 

principles awarded in Docket No. RPU-07-5. 

IPL also agreed with Consumer Advocate that the amount excluded from IPL's 

rate base with regard to the Sixth Street Generation Station (Sixth Street) should be 

increased to 47.5 percent, rather than 23.75 percent, which IPL said was the 

percentage used in the Final Order.  However, this statement by IPL on the 

percentage used in the final order is inaccurate.  The Board's calculations made the 

52.5 percent allocation to electric customers and used an average balance to 

determine a representative amount to use in rate base to account for accelerated 

depreciation, and appropriately excluded 47.5 percent of the Sixth Street plant 

balance, the amount allocated to steam.  On rehearing, IPL provided calculations that 

are more precise than the Board's because IPL had current information that was not 

available to the Board regarding accumulated deferred income tax and export steam 

quantities.  The changes to the Sixth Street calculations will be accepted because 

they are more precise than the information available to the Board at the time of the 

order.  The Board notes that IPL did not accept another part of Consumer Advocate's 
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request related to the exclusion of construction work in progress (CWIP) for Sixth 

Street; this will be addressed later in the order. 

Three of IPL's rehearing requests were not contested by Consumer Advocate.  

First, IPL said that the Final Order appropriately reduced IPL's utility plant in service 

when it disallowed a portion of WWE's generator costs, but the Final Order did not 

make a corresponding adjustment to accumulated deferred income taxes (ADIT).  

IPL is correct; the ADIT adjustment should be made.  The Board will amend its Final 

Order and Schedules to include the ADIT adjustment. 

Second, the Final Order disallowed total WWE generator costs over the cost 

cap.  As pointed out by IPL, this disallowance should be limited to the Iowa 

jurisdictional portion and the Board will use IPL's system coincident peak allocator to 

determine the Iowa portion; the Board will make this change to the schedules. 

Third, IPL said that although it is unlikely, there is a possibility that the Final 

Order created a tax normalization issue.  IPL said a potential normalization issue is 

created because the Final Order included the amount over the WWE cost cap in 

IPL's cost of service via depreciation, but excluded the amount from rate base.  IPL 

asked for the Board's assistance in obtaining a private letter ruling from the Internal 

Revenue Service to confirm that a tax normalization issue has not occurred.  This 

request is reasonable and the Board will provide IPL any reasonable assistance on 

this potential tax normalization issue. 

Since tax normalization did not become a potential issue until the Board 

issued its Final Order, IPL included with its rehearing request prefiled testimony on 
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tax normalization and a request to reopen the record in Docket No. RPU-2010-0001 

to admit this testimony.  No objections were filed.  The Board will grant IPL's request 

to reopen the record for the limited purpose of including this testimony in the 

evidentiary record. 

The Board will now address the three contested issues on rehearing.  These 

are allowance of construction work in progress (CWIP) related to Sixth Street, 

research and development credits, and the calculation of IPL's refund obligation. 

 
ALLOWANCE OF CWIP RELATED TO SIXTH STREET 

Consumer Advocate argued that the Final Order requires IPL's customers to 

pay both a return on and a return of the portion of the Sixth Street assets allocated to 

electric customers that are no longer used and useful in providing service while 

former steam customers do not have to make such payments.  Consumer Advocate 

said including CWIP adds to this unfairness. 

IPL said it should be allowed to include CWIP related to Sixth Street, which 

would be consistent with the treatment of cancellation costs associated with IPL's 

proposed Sutherland Generating Station Unit No. 4 coal plant.  These costs were 

addressed in IPL's prior rate case, Docket No. RPU-2009-0002. 

The Board will not modify its order or schedules and CWIP will continue to be 

included in rate base.  As noted in the Final Order, costs for Sixth Street were 

prudently incurred and IPL should be allowed to fully recover those costs related to 

the provision of electric service.  (Final Order, pp. 30-33).  The fact that former steam 
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customers will not have to make similar payments is a benefit to those customers and 

a detriment to IPL, but it is irrelevant to the question of whether electric customers 

should pay for costs prudently incurred to provide electric service to them. 

 
RESEARCH AND DEVELOPMENT (R&D) CREDITS 

The federal R&D tax credit expired at the end of 2009.  Because the tax credit 

had not been extended by the time of the hearing and the record was closed, the 

Final Order removed the R&D credit from IPL's cost of service.  Consumer Advocate 

said that legislation renewing and retroactively reinstating the R&D credit was signed 

by President Obama on December 17, 2010, two days after the Board's oral decision 

meeting and prior to issuance of the Final Order.  Consumer Advocate’s argued that 

the credit should again be part of IPL's cost of service; otherwise, IPL's Iowa 

jurisdictional electric customers will be paying rates that are $278,647 too high 

reflecting an annual deferred income tax expense that will not be incurred. 

IPL argued the Board should not make an adjustment to include a legislative 

action that occurred after the close of the record.  IPL quoted from the Final Order at 

page 39: 

IPL said that its cost of service should reflect the elimination 
of the R&D credit, but if the credit is extended prior to the 
closing of the record, then the credit can be restored and 
reflected in final rates.  (Tr. 219).  Consumer Advocate 
accepted IPL's proposal.  (Tr. 219). 
 
This is an equitable solution.  As of the time of hearing, the 
R&D credit had not been extended.  (Tr. 1666-67).  No 
subsequent filings have been made and the record is closed, 
so the R&D credit will be removed from IPL's cost of service. 
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IPL argued that the R&D tax credit decision came too late for consideration 

and implementation by the Board.  IPL maintained that the established process 

would be damaged by reopening the matter now, after an agreement by the parties 

and acceptance by the Board that a date-certain would be the determinative factor in 

allowing the credit. 

The Board will not modify the Final Order on this issue.  IPL and Consumer 

Advocate agreed to a resolution of this issue and that agreement was accepted by 

the Board.  The R&D credits were not extended prior to the record in this proceeding 

being closed.  IPL likely has had changes to numerous other expenses since the 

record in this proceeding was closed for which it could have asked rehearing, but 

there must be finality to a rate case decision and the Board will not reopen the record 

to reflect this single change.  Unlike the potential tax normalization issue, which 

resulted from the Final Order, R&D credits were fully litigated and an agreement 

reached by IPL and Consumer Advocate.  There might be circumstances where 

reflection of a post-hearing change is warranted, but this is not one of them. 

 
IPL REFUND OBLIGATION 

IPL is concerned that its refund obligation as a result of the Final Order has 

arisen, in part, from the application of regulatory liability account funds as an offset to 

WWE's rate base.  IPL said without the rate base offset, IPL's revenue requirement 

would be about $3.3 million higher.  IPL said it does not oppose the use of these 

funds for the WWE offset, but notes that this use was not one of the uses specified in 
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the orders in Docket Nos. SPU-05-15 and SPU-05-17 creating these accounts.  IPL 

said that the level of refund should be reduced because IPL could not have offset 

WWE rate base in temporary rates.  IPL argued that the $3.3 million reduction in rate 

base by applying the funds was not foreseeable because it was not based on 

previously-established regulatory principles. 

Consumer Advocate acknowledged that the rate treatment adopted by the 

Board (and not objected to by IPL) reduced IPL's revenue requirement and increased 

IPL's refund liability.  However, Consumer Advocate said that the resulting refund is 

not unreasonable and IPL's arguments are inconsistent with Iowa Code § 476.6(10). 

Consumer Advocate noted that § 476.6(10) provides that in the event a utility 

places temporary rates in effect, the temporary rates are conditioned upon the refund 

of "amounts collected in excess of the amounts which would have been collected 

under rates, charges, schedules, or regulations finally approved by the board."  

Because the temporary rates implemented by IPL exceed final rates, Consumer 

Advocate said that the statute mandates a refund.  Consumer Advocate maintained 

that whether the temporary rate levels were calculated in a manner inconsistent with 

previously-established regulatory principles is irrelevant to the amount of refund 

liability under § 476.6(10). 

IPL selected the newer option in § 476.6(10) for temporary rates.  Instead of 

having the Board establish temporary rates applying previously-established 

regulatory principles (§ 476.6(10)"a"), IPL chose to implement temporary rates on its 

own, without Board review, within ten days of its initial rate case filing pursuant to 
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§ 476.6(10)"b."  Pursuant to § 476.6(10)"b," refunds are required if final rates are 

below temporary rates.  There is no exception in the statute for amounts offset by 

regulatory liability accounts or anything else—the key, and only, statutory 

determination is whether final rates are below temporary rates. 

Established regulatory principles are inapplicable to the situation here.  If the 

Board sets temporary rates (the option IPL did not select), the Board's decision must 

be based on established regulatory principles.  If the company selects the option 

implementing temporary rates within ten days without Board review, the statute is 

silent on established regulatory principles, with one exception.  Section 476.6(10)"b" 

provides that if, at the conclusion of the proceeding, the Board determines temporary 

rates were not based on established regulatory principles, it could consider ordering 

refunds based upon the overpayments made by each individual customer class, rate 

zone, or customer group.  This portion of the statute is not at issue on rehearing in 

this matter. 

The amount of the refund due, as contained in the schedules attached to the 

Final Order, is correct, subject to any adjustments made in this rehearing order.  Rate 

base, for purpose of the refund calculation, will not be increased by $3.3 million for 

the WWE offset.  To do that would be contrary to § 476.6(10). 

The changes to the Final Order made on rehearing reduce IPL's revenue 

requirement.  IPL's new revenue requirement will be approximately $800,000 less 

than that calculated by the Final Order. 
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ORDERING CLAUSES 

IT IS THEREFORE ORDERED: 

1. The request for rehearing filed by Interstate Power and Light Company 

on January 28, 2011, is granted to the extent discussed in this order and denied in all 

other respects. 

2. The request for rehearing filed by the Consumer Advocate Division of 

the Department of Justice on January 28, 2011, is granted to the extent discussed in 

this order and denied in all other respects. 

3. Interstate Power and Light Company's request to reopen the record for 

the limited purpose of admitting in the evidentiary record the affidavit of Joan 

Thompson regarding normalization is granted. 

4. On or before the expiration of 15 days from the date of this order, IPL 

shall file revised tariffs setting schedules of electric rates in compliance with the 

findings of this order and attached schedules A through J.  Schedules A through J 

are incorporated into this order by reference.  IPL shall include with its compliance 

tariff filing a revised version of Exhibit DV-1, Schedules A, B, and C, in electronic and 

hardcopy format.  The compliance tariffs shall become effective upon approval by the 

Board. 

5. IPL shall file any necessary revisions to its refund plan consistent with 

this order and the schedules attached hereto within 30 days from the date of this 

order. 
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6. Any argument in the rehearing pleadings not specifically addressed in 

this order is rejected either as not supported by the evidence or as not being of 

sufficient persuasiveness to warrant comments. 

UTILITIES BOARD 
 
 
       /s/ Robert B. Berntsen                           
 
 
       /s/ Krista K. Tanner                               
ATTEST: 
 
 /s/ Joan Conrad                                    /s/ Darrell Hanson                                  
Executive Secretary 
 
Dated at Des Moines, Iowa, this 25th day of February 2011. 



Line
No. Description

(A)

Other Whispering Winds Emery

1 Rate Base 1,842,708,142 265,987,302 280,951,509

2 Rate of Return 7.860% 8.613% 8.847%

3 Return On Rate Base 144,836,860 22,909,354 24,856,266 192,602,479

4 2008 Net Operating Income 126,004,689

5 Income (Excess) Deficiency 66,597,790

6 Tax Effect 47,380,971

7 Revenue (Excess) Deficiency 113,978,761

8 Operating Revenue 1,267,788,737

9 Percent Increase/Decrease 8.99%

10 REVENUE REQUIREMENT 1,381,767,498

Interstate Power and Light
Revenue Requirement

Test Year Ended December 31, 2009
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INTERSTATE POWER AND LIGHT COMPANY

IOWA ELECTRIC UTILITY

COST OF SERVICE

YEAR ENDED DECEMBER 31, 2009

(a) (b) (c) (d) (e)
Additional Total
Revenues Revenues

Actual Adjusted Required Required
Line Test Year Test Year to Yield to Yield
No. Description Results Adjustments Results 8.060% 8.060%

9.0%
1 Operating revenues 1,257,692,609$ 10,096,128$        1,267,788,737$   113,978,760$    1,381,767,497$   

Operating expenses:
2   Operation expenses 852,319,960 46,803,847 899,123,807        899,123,807        
3   Maintenance expenses 45,663,894 13,745,374 59,409,268          59,409,268          
4   Depreciation and amortization 121,513,893 35,671,748 157,185,641        157,185,641        
5   Property taxes 35,344,657 (2,259,894) 33,084,763          33,084,763          
6   Miscellaneous taxes 6,655,957 13,452 6,669,409            6,669,409            

  Income taxes - 
7     Current federal (61,850,575) 33,299,951 (28,550,624)         35,857,718        7,307,094            
8     Current state 6,236,545 (21,341,766) (15,105,221)         11,523,253        (3,581,968)           
9     Deferred 106,205,801 (62,676,390) 43,529,411          43,529,411          

10     Production Tax Credits 0 (12,981,626) (12,981,626)         (12,981,626)         
11     Investment tax credits (580,779) 0 (580,779)              (580,779)              
12       Total operating expenses 1,111,509,353 30,274,695 1,141,784,048     47,380,971        1,189,165,019     
13 Operating income 146,183,256$    (20,178,567)$       126,004,689$      66,597,790$      192,602,478$      

Rate Base:
14     Emery Generating Station 280,951,509$    -$                     280,951,509$      280,951,509$      
15     Whispering Willow East 23,025,995        242,961,307        265,987,302        265,987,302        
16     All Other 1,550,711,809   291,996,333        1,842,708,142 1,842,708,142     
17 Total Rate base 1,854,689,313$ 534,957,640$      2,389,646,953$   2,389,646,953$   

18 Cost of Capital: 7.882% 5.273%
19     Emery Generating Station 8.847%
20     Whispering Willow East 8.613%
21     All Other 7.860%
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INTERSTATE POWER AND LIGHT COMPANY

IOWA ELECTRIC UTILITY

SUMMARY OF ADJUSTMENTS TO COST OF SERVICE

YEAR ENDED DECEMBER 31, 2009

Line 
No. Brief Description of Adjustment:

Increases In 
Salaries & 

Wages
Changes in 
OPEB Costs

Changes in 
Pension Costs

Changes in 
Medical 

Insurance 
Premiums

Adjust 
Production 

Maintenance to 
a 5-Year 
Average

Major Changes in 
Insurance Expense

Changes in 
Capacity 
Demand

1 Operating Revenues

Operating Expenses:
2   Operation Expense 2,233,778$        (485,266)$         (3,369,885)$      997,099$           155,661$                3,576,080$         
3   Maintenance Expense 561,807 4,399,375$         
4   Depreciation and Amortization
5   Property Taxes
6   Miscellaneous Taxes 204,597

  Income Taxes-
7       Current Federal at 31.46% (943,857) 152,665 1,060,166 (313,687) (1,384,043) (48,971) (1,125,035)
8       Current State at 10.11% (303,318) 49,060 340,695 (100,807) (444,777) (15,737) (361,542)
9       Deferred 

10       Production Tax Credit
11       Investment Tax Credit
12           Total Operating Expense 1,753,007 (283,541) (1,969,024) 582,605 2,570,555 90,953 2,089,503

13 Operating Income (1,753,007)$       283,541$          1,969,024$       (582,605)$          (2,570,555)$       (90,953)$                 (2,089,503)$        
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INTERSTATE POWER AND LIGHT COMPANY

IOWA ELECTRIC UTILITY

SUMMARY OF ADJUSTMENTS TO COST OF SERVICE

YEAR ENDED DECEMBER 31, 2009

Line 
No. Brief Description of Adjustment:

1 Operating Revenues

Operating Expenses:
2   Operation Expense
3   Maintenance Expense
4   Depreciation and Amortization
5   Property Taxes
6   Miscellaneous Taxes

  Income Taxes-
7       Current Federal at 31.46%
8       Current State at 10.11%
9       Deferred 

10       Production Tax Credit
11       Investment Tax Credit
12           Total Operating Expense

13 Operating Income

Depreciation 
Study Update

Changes in Firm 
Wheeling 

Interest on 
Customer 
Deposits

Rate Case 
Expenses

Adjust 
Distribution 

Maintenance to 
a 5-Year 
Average

Adjust Injuries & 
Damages to a 5-

Year Average 
Increase in 

Postage Costs

 

47,659,867$        346,345$          235,814$        1,806,477$           38,248$             
1,351,453$       

(3,661,404)$      

1,151,878 (14,993,794) (108,960) (74,187) (425,167) (568,318) (12,033)
370,168 (4,818,413) (35,015) (23,841) (136,632) (182,635) (3,867)

(2,139,358) 27,847,660 202,370 137,786 789,654 1,055,524 22,348

2,139,358$       (27,847,660)$       (202,370)$         (137,786)$       (789,654)$        (1,055,524)$          (22,348)$            
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INTERSTATE POWER AND LIGHT COMPANY

IOWA ELECTRIC UTILITY

SUMMARY OF ADJUSTMENTS TO COST OF SERVICE

YEAR ENDED DECEMBER 31, 2009

Line 
No. Brief Description of Adjustment:

1 Operating Revenues

Operating Expenses:
2   Operation Expense
3   Maintenance Expense
4   Depreciation and Amortization
5   Property Taxes
6   Miscellaneous Taxes

  Income Taxes-
7       Current Federal at 31.46%
8       Current State at 10.11%
9       Deferred 

10       Production Tax Credit
11       Investment Tax Credit
12           Total Operating Expense

13 Operating Income

Depreciation for 
Non-Revenue 

Producing Major 
Plant Additions in 
service by 12/31/09

Revenues and 
Expenses for 
Minor Plant 
Additions in 
Service by 
12/31/09

Changes in 
Capacity Sales

Eliminate Out of 
Period Items 

and Other 
Adjustments

Emery 
Generating 

Station's Long 
Term Service 
Agreement

Adjustment to Treat 
the Capital Leases 

as Operating Leases

Increase 
Associated with  

IDNR Title V 
Permit Fees

$1,312,611 (740,565)$        $6,022,442

335,808 3,788,585 420,962$                   
1,292,254$      (187,452)$            

7,205,269$               1,755,804 (287,728)

(2,266,778) (245,074) (232,982) 702,771 (406,543) (41,915) 58,972
(728,453) (78,757) (74,871) 225,843 (130,647) (13,470) 18,951

4,210,038 1,767,781 (307,853) 4,717,199 755,064 77,849 (109,529)

(4,210,038)$              (455,170)$            (432,712)$        1,305,243$        (755,064)$       (77,849)$                    109,529$             
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INTERSTATE POWER AND LIGHT COMPANY

IOWA ELECTRIC UTILITY

SUMMARY OF ADJUSTMENTS TO COST OF SERVICE

YEAR ENDED DECEMBER 31, 2009

Line 
No. Brief Description of Adjustment:

1 Operating Revenues

Operating Expenses:
2   Operation Expense
3   Maintenance Expense
4   Depreciation and Amortization
5   Property Taxes
6   Miscellaneous Taxes

  Income Taxes-
7       Current Federal at 31.46%
8       Current State at 10.11%
9       Deferred 

10       Production Tax Credit
11       Investment Tax Credit
12           Total Operating Expense

13 Operating Income

Recovery of 
Asset 

Retirement 
Obligation Costs 
Spent Since Last 

Rate Case
Lean Six Sigma 

Savings

Reflect Full Year 
of Whispering 

Willow East Wind 
Farm Expenses

Adjustments 
Related to 

Docket No. RPU-
2009-0002

Elimination and 
Recovery of 2009 
Incremental O&M 
Flood Expenses 
Over a Four Year 

Period

Revenues, 
Expenses, and 

Depreciation on 
Post-Test Year 

Capital Additions In 
Service by 9/30/10

Sixth Street 
Retirement

74,983$             1,122,958$                

703,517$            (548,905) 1,479,804$          1,473,914$          (5,174,786)$            (850,111) (764,088)
(78,630) 7,412,265 (306,420) (699,278)

15,600,606 2,331,009 13,141,025 773,293

33,973 (90,904)                -                          (134,214)                

(221,326) 221,012 58,494,718 (1,072,031) 1,627,988 (3,513,439) 259,321
(71,126) 71,025 (21,998,329) (344,508) 523,171 (1,129,080) 83,335

(59,388,400)
(12,981,626)

0
411,065 (335,498) (11,346,988) 1,991,061 (3,023,627) 7,648,395 (481,631)

(411,065)$           410,481$           11,346,988$        (1,991,061)$         3,023,627$             (6,525,437)$               481,631$                
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INTERSTATE POWER AND LIGHT COMPANY

IOWA ELECTRIC UTILITY

SUMMARY OF ADJUSTMENTS TO COST OF SERVICE

YEAR ENDED DECEMBER 31, 2009

Line 
No. Brief Description of Adjustment:

1 Operating Revenues

Operating Expenses:
2   Operation Expense
3   Maintenance Expense
4   Depreciation and Amortization
5   Property Taxes
6   Miscellaneous Taxes

  Income Taxes-
7       Current Federal at 31.46%
8       Current State at 10.11%
9       Deferred 

10       Production Tax Credit
11       Investment Tax Credit
12           Total Operating Expense

13 Operating Income

Regulatory Offset 
to WWE

2011 ITC Midwest 
True-Up

2010 Health Care 
Reform Increases

2010 Short-Term 
Capacity Sales

Adjustment to 
Reflect Change 
in Property Tax

Elimination of 
Out-of-Period 
Income Taxes

Non-Property 
Deferred 

Income Tax

0 0 0

(1,186,127)
(2,259,894)$       

373,156 0 0 0 710,963 (94,970)$            1,899,441$        
119,917 0 0 0 228,475 845,776 7,612,910

5,567,434 (9,134,071)

(693,054) 0 0 0 (1,320,456) 6,318,240 378,280

693,054$                  -$                         -$                         -$                       1,320,456$        (6,318,240)$       (378,280)$          
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INTERSTATE POWER AND LIGHT COMPANY

IOWA ELECTRIC UTILITY

SUMMARY OF ADJUSTMENTS TO COST OF SERVICE

YEAR ENDED DECEMBER 31, 2009

Line 
No. Brief Description of Adjustment:

1 Operating Revenues

Operating Expenses:
2   Operation Expense
3   Maintenance Expense
4   Depreciation and Amortization
5   Property Taxes
6   Miscellaneous Taxes

  Income Taxes-
7       Current Federal at 31.46%
8       Current State at 10.11%
9       Deferred 

10       Production Tax Credit
11       Investment Tax Credit
12           Total Operating Expense

13 Operating Income

Elimination of 
R&D Credits

Recapture of 
Manufacturing 

Deduction
Significant Load 

Changes
Second Nature 

Transaction

Economic 
Development 

Discounts
Out-of-Period 
Adjustments

Adjustment for 
Final Rates in 

Docket No. RPU-
2009-0002

(162,341)$          (506,945)$          (1,171,018)$       (112,432)$          1,539,606$        

10,127 (451,458) 445,030 (6,413,770)

-$                      (2,292,757)$          (54,258) (17,456) (368,402) (175,378) 2,502,132
0 137,565 (17,437) (5,610) (118,390) (56,359) 804,086

278,647

278,647 (2,155,192) (61,568) (474,524) (486,792) 213,293 (3,107,552)

(278,647)$             2,155,192$           (100,773)$          (32,421)$            (684,226)$          (325,725)$          4,647,158$        
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INTERSTATE POWER AND LIGHT COMPANY

IOWA ELECTRIC UTILITY

SUMMARY OF ADJUSTMENTS TO COST OF SERVICE

YEAR ENDED DECEMBER 31, 2009

Line 
No. Brief Description of Adjustment:

1 Operating Revenues

Operating Expenses:
2   Operation Expense
3   Maintenance Expense
4   Depreciation and Amortization
5   Property Taxes
6   Miscellaneous Taxes

  Income Taxes-
7       Current Federal at 31.46%
8       Current State at 10.11%
9       Deferred 

10       Production Tax Credit
11       Investment Tax Credit
12           Total Operating Expense

13 Operating Income

Wholesale 
Portion of Rate 

Increase
Weather 

Normalization
Management 

Efficiency CIPCO

Workforce 
Reduction

Interest 
Synchronization Total

2,716,830$        10,096,128$       

0 0 (845,000) 46,803,847
13,745,374
35,671,748
(2,259,894)

13,452

854,715 0 0 0 265,837 (6,034,423) 33,299,951
274,672 0 0 0 85,430 (1,939,225) (21,341,766)

(62,676,390)
(12,981,626)

0
1,129,387 0 0 0 (493,733) (7,973,648) 30,274,695

1,587,443$        -$                       -$                     -$                     493,733$               7,973,648$               (20,178,567)$     
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INTERSTATE POWER AND LIGHT COMPANY

IOWA ELECTRIC UTILITY

THIRTEEN MONTH AVERAGE 
RATE BASE

YEAR ENDED DECEMBER 31, 2009

(a) (b) (c) (d)
Line Schedule Thirteen Adjusted
No. Description Reference Month Average Adjustments Rate Base

Investment in plant:
1 Utility plant in service C-1 3,739,089,264$           784,076,472$         4,523,165,736$    

2 Accumulated provision for depreciation and 
amortization C-2 (1,646,370,807) (158,822,273)         (1,805,193,079)

3 Accumulated deferred income taxes C-3 (305,884,505) (103,382,159)         (409,266,664)
4 Customer advances for construction C-4 (4,656,296) -                          (4,656,296)
5 Customer deposits C-5 (4,164,416) -                          (4,164,416)
6 Unclaimed Property C-6 (13,160) 13,869,360             13,856,200
7 Accumulated provision for uncollectibles C-7 (1,542,932) -                          (1,542,932)

8
Accrued liability for property insurance, workers 
compensation insurance  and injuries and 
damages C-8 (5,192,712) (903,239)                 (6,095,951)

9 Accrued vacation C-9 (4,136,925) -                          (4,136,925)
10 Accrued pension plan/OPEB obligations C-10 (14,490,852) -                          (14,490,852)
11     Total net investment in plant 1,752,636,659 534,838,161 2,287,474,820

Working capital:
12 Materials and supplies inventory C-11 27,349,491 (1,443,939) 25,905,552
13 Prepayments C-12 4,410,522 646,127                  5,056,649
14 Fuel inventory C-13 80,296,888 0 80,296,888
15 Cash working capital requirements C-14 (10,004,247) 917,291 (9,086,956)
16     Total net working capital 102,052,654 119,479 102,172,133
17 Total rate base 1,854,689,313$           534,957,640$         2,389,646,953$    

Rate Base:
18 Emery Generating Station C-15 280,951,509$              -$                        280,951,509$       
19 Whispering Willow East C-16 23,025,995 242,961,307 265,987,302
20 All Other 1,550,711,809             291,996,333           1,842,708,142      
21 1,854,689,313$           534,957,640$         2,389,646,953$    

Source:

  Lines 1-17, column (c):  From Exhibit_(AGW-1), Schedule D.
  Lines 15, column (b):  Exhibit_(AGW-1), Schedule D-15, line 30, column (4).
  Lines 15, column (c):  Exhibit_(AGW-1), Schedule D-15, line 30, column (7).

  

  Lines 1-15, column (b): Schedules referenced in column (a).

  Line 18, column (b): Company workpapers.
  Line 19, column (b): Company workpapers.
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INTERSTATE POWER AND LIGHT COMPANY

IOWA ELECTRIC UTILITY

SUMMARY OF ADJUSTMENTS TO THE RATE BASE

YEAR ENDED DECEMBER 31, 2009

Line 
No. Brief Description of Adjustment:

Non-Revenue 
Producing Major 

Plant Additions in 
Service By 
9/30/2010

Minor Plant and 
Major Revenue 

Producing Plant 
Additions in 
Service By 
9/30/2010

Investment Related 
to Whispering 

Willow East Wind 
Farm

Regulatory Offset to 
WWE

Adjust Thirteen 
Month Average 
Accumulated 

Depreciation to 
12/31/09

Investment in plant:
1 Utility plant in service 133,430,942$           55,928,864$         340,542,206$           (25,648,590)$            
2 Accumulated provision for depreciation and amortization (7,947,476) (2,333,693) (17,443,041) 1,186,127 (57,492,548)
3 Accumulated deferred income taxes (11,158,807) (4,697,607) (61,954,863) 6,059,479
4 Customer advances for construction

5 Customer deposits

6 Unclaimed property

7 Accumulated provision for uncollectibles

8
      

compensation insurance and injuries and damages

9 Accrued vacation

10 Accrued pension plan obligations

11       Total net investment in plant 114,324,659 48,897,564 261,144,302 0 (18,402,984) (57,492,548)
Working capital:

12 Materials and supplies inventory 219,988
13 Prepayments

14 Fuel inventory

15 Cash working capital requirements

16       Total net working capital 0 0 219,988 0
17 Total rate base 114,324,659$           48,897,564$         261,364,291$           # (18,402,984)$            (57,492,548)$    
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INTERSTATE POWER AND LIGHT COMPANY

IOWA ELECTRIC UTILITY

SUMMARY OF ADJUSTMENTS TO THE RATE BASE

YEAR ENDED DECEMBER 31, 2009

Line 
No. Brief Description of Adjustment:

Investment in plant:
1 Utility plant in service

2 Accumulated provision for depreciation and amortization

3 Accumulated deferred income taxes

4 Customer advances for construction

5 Customer deposits

6 Unclaimed property

7 Accumulated provision for uncollectibles

8
      

compensation insurance and injuries and damages

9 Accrued vacation

10 Accrued pension plan obligations

11       Total net investment in plant

Working capital:
12 Materials and supplies inventory

13 Prepayments

14 Fuel inventory

15 Cash working capital requirements

16       Total net working capital

17 Total rate base

Emery's Long Term 
Service Agreement 

Adjustment
Injuries & Damages 

Adjustment

Post Test Year Capital 
Additions Expected to 

be in Service by 9/30/10

Change in Accumulated 
Depreciation and 

Accumulated Deferred 
Income Taxes from 

12/31/09 through 9/30/10 Six Sigma Savings

328,719,236$                 
(13,141,025) (81,398,977)
(29,485,513) (1,089,669)

-$                             (903,239)

0 (903,239) 286,092,698 (82,488,646) 0

(1,663,928)$             
646,127 -$                                    

646,127 0 0 0 (1,663,928)
646,127$                 (903,239)$                    286,092,698$                 (82,488,646)$                      (1,663,928)$             
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INTERSTATE POWER AND LIGHT COMPANY

IOWA ELECTRIC UTILITY

SUMMARY OF ADJUSTMENTS TO THE RATE BASE

YEAR ENDED DECEMBER 31, 2009

Line 
No. Brief Description of Adjustment:

Investment in plant:
1 Utility plant in service

2 Accumulated provision for depreciation and amortization

3 Accumulated deferred income taxes

4 Customer advances for construction

5 Customer deposits

6 Unclaimed property

7 Accumulated provision for uncollectibles

8
      

compensation insurance and injuries and damages

9 Accrued vacation

10 Accrued pension plan obligations

11       Total net investment in plant

Working capital:
12 Materials and supplies inventory

13 Prepayments

14 Fuel inventory

15 Cash working capital requirements

16       Total net working capital

17 Total rate base

Capital Leases 
Treated as if 

Operating Leases Sixth Street Prairie Creek
Cash Working 

Capital Total

(2,638,623)$         (44,809,013)$       (1,448,550)$           784,076,472$        
270,358 18,391,184 1,086,818$            (158,822,273)        

(1,085,502) 30,322 (103,382,159)        
-                        
-                        

13,869,360 13,869,360            
-                        

(903,239)               
-                        
-                        

(2,368,265) (13,633,971) (331,410) 534,838,161

(1,443,939)
646,127

0
917,291 917,291

0 0 0 917,291 119,479
(2,368,265)$         (13,633,971)$       (331,410)$              917,291$          534,957,640$        
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INTERSTATE POWER AND LIGHT COMPANY

IOWA ELECTRIC UTILITY

PRO FORMA ADJUSTMENT TO REFLECT INTEREST SYNCHRONIZATION

YEAR ENDED DECEMBER 31, 2009

Pro forma
Line No. Adjustment

1 Rate base 2,389,646,953$ 

2 Weighted average cost of long-term debt 2.722%
3 Interest on rate base 65,046,190

4 Booked long-term debt interest 45,864,933
5 Difference 19,181,257

6 Federal income tax adjustment (6,034,423)$   
7 State income tax adjustment (1,939,225)$   
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INTERSTATE POWER AND LIGHT COMPANY

IOWA ELECTRIC UTILITY

DETERMINATION OF CASH WORKING CAPITAL REQUIREMENTS

YEAR ENDED DECEMBER 31, 2009

Days of Lag
Estimated revenue lag:

1 Metering period 15.2
2 Processing bills 2.9
3 Collection period 21.9
4    Total 40.0

Pro Forma Adjustment
(1) (2) (3) (4) (5) (6) (7)

Expense Cash Expense Cash Req.
Per Day Days Cash Requirement Pro forma Per Day for Adjust.

Type of Expense Amount (1)/365 Required (2) x (3) Amount (5)/365 (3) x (6)
Labor:

5   Bi-weekly              79,009,628$       216,465$         27.0 5,837,202$           
6        Total Labor 79,009,628 216,465 27.0 5,837,202 2,795,585$         7,659$       206,793$        

Fuel Burned:
7   Coal, including freight 136,014,564 372,643 19.2 7,141,716
8   Oil 6,016,773 16,484 30.0 495,130
9   Natural Gas 72,333,615 198,174 (2.0) (394,558)

10   Top Deck 2,279 6 (2.0) (12)
11   Other (for pro forma adjustment only) (6,519,293) (17,861) (219,690)
12 Total Fuel Burned 214,367,231 587,307 12.3 7,242,276 (6,519,293) (17,861) (219,690)

13 Electricity purchased 343,036,996 939,827
14 Off-system sales (37,274,822) (102,123)

15 Electricity Purchased, net 305,762,174 837,704 14.6 12,250,611 3,576,080 9,797$       143,272$        

Other operation and maintenance:
16   Total operation and maintenance 877,716,591 2,404,703
17   Less: Labor 79,009,628 216,465
18             Fuel Burned 214,367,231 587,307

            Electricity purchased,
19               before Off-system sales 343,036,996 939,827

      Total Other Operation
20         and Maintenance 241,302,736 661,103 4.2 2,805,406 60,696,848 166,293 705,668

Other:
21   Property taxes 35,344,657 96,835 (323.8) (31,358,638) (2,259,894) (6,191) 2,004,867
22   Federal income taxes (61,850,575) (169,454) 2.2 (375,516) 69,157,669 189,473 419,878
23   State income taxes 6,236,545 17,086 (13.0) (222,698) (9,818,513) (26,900) 350,614
24   Interest on long-term debt 45,864,933 125,657 (51.3) (6,444,189) 19,181,257 52,551 (2,695,024)
25   Preferred dividends 12,913,456 35,379 (5.7) (201,093)
26   FICA taxes 6,578,083 18,022 24.7 444,531 13,452 37 913
27   Federal unemployment taxes 49,920 137 93.5 12,805
28   State unemployment taxes 27,955 77 65.7 5,056
29        Total Other 45,164,973 123,739 (308.2) (38,139,742) 76,273,970 208,970 81,248
30 Total 885,606,742$     2,426,318$      (4.1) (10,004,247)$        136,823,191$     374,858$   917,291$        

 
    Source:  Evidence, Volume V, Tab 5, for supporting workpapers.
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INTERSTATE POWER AND LIGHT COMPANY
IOWA ELECTRIC UTILITY

13-MONTH WEIGHTED AVERAGE CAPITAL STRUCTURE - WHISPERING WILLOW EAST (WWE) ONLY
TEST YEAR ENDED DECEMBER 31, 2009

Line No. Capital Structure Components

Adjusted 13-
Month Average 

Balances

Adjusted 
Capitalization 

Ratios

j  
Average 
Cost of 
Capital 

by 
Compone

nts

Adjuste
d 

Averag
e Cost 

of 
Capital

1 Long-Term Debt 1,280,836,927$ 45.325% 6.006% 2.722%
2 Preferred Stock 183,134,419      6.481% 8.410% 0.545%
3 Common Equity 1,361,947,486   48.194% 11.092% 5.346%
4 Total 2,825,918,832$ 100.000% 8.613%
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INTERSTATE POWER AND LIGHT COMPANY
IOWA ELECTRIC UTILITY

13-MONTH WEIGHTED AVERAGE CAPITAL STRUCTURE - EMERY GENERATING STATION (EMERY) ONLY
TEST YEAR ENDED DECEMBER 31, 2009

Line No. Capital Structure Components

Adjusted 13-
Month Average 

Balances

Adjusted 
Capitalization 

Ratios

Adjusted 
Average 
Cost of 

Capital by 
Component

s

Adjuste
d 

Averag
e Cost 

of 
Capital

1 Long-Term Debt 1,280,836,927$ 45.325% 6.006% 2.722%
2 Preferred Stock 183,134,419      6.481% 8.410% 0.545%
3 Common Equity 1,361,947,486   48.194% 11.578% 5.580%
4 Total 2,825,918,832$ 100.000% 8.847%
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INTERSTATE POWER AND LIGHT COMPANY
IOWA ELECTRIC UTILITY

TEST YEAR ENDED DECEMBER 31, 2009

( a ) ( d ) ( e ) ( f ) ( h )

Line No. Capital Structure Components

Adjusted 13-
Month Average 

Balances

Adjusted 
Capitalization 

Ratios

Adjusted 
Average 
Cost of 

Capital by 
Component

s

Adjuste
d 

Averag
e Cost 

of 
Capital

1 Long-Term Debt 1,280,836,927$   45.325% 6.006% 2.722%
2 Preferred Stock 183,134,419        6.481% 8.410% 0.545%
3 Common Equity 1,361,947,486     48.194% 9.531% 4.593%
4 Total 2,825,918,832$   100.000% 7.860%

13-MONTH WEIGHTED AVERAGE CAPITAL STRUCTURE -                                                                                                  
IPL'S BALANCE OF UTILITY PROPERTY (EXCLUDING EMERY AND WWE)
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