
EXHIBIT E 

INCOME STATEMENT 

Attached as Exhibit E are the statements of Income for IES Utilities Inc. and 
Interstate Power Company at December 31, 1999, and Pro Forma Statements of Income 
combining the entities in an accounting treatment similar to that of pooling of interest 
accounting. There are no other adjustments made to arrive at the Pro Forma Statement of 
Income. 

Exhibit E also includes the Notes to Financial Statements for each Applicant as 
included in their respective FERC Form No. 1 
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Report amounts for accounts 412 and 413, Revenue and Expenses from Utility Plant Leased to Others, in another Utility column (i. 
-n, o) in a similar manner to a utility department. Spread the amount(s) over Lines 02 thru 24 as appropriate. include these amounts 

,olu~ns (c)and (d) totals. 
Report amounts in account 414, Other Utility Operating income, in the same manner as accounts 412 and 413 above. 
Report data for lines 7,9, and 10 for Natural Gas companies using accounts 404.1,404.2,404.3. 407.1 and 407.2. 
Use pages 122-123 for important notes regarding the statement of income or any account thereof. 
Give concise explanations concerning unsettled rate proceedings where a contingency exists such that refunds of a material amount 

lay need to be made to the utility’s customers or which may result in a material refund to the utility with respect to power or gas 
Jrchases. State for each year affected the gross revenues or costs to which the contingency relates and the tax effects together with 
1 explanation of the major factors which affect the rights of the utility to retain such revenues or recover amounts paid with respect to 
wer and gas purchases. 

Give concise explanations concerning significant amounts of any refunds made or received during the year 
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1. Report amounts for accounts 412 and 413. Revenue and Expenses from Utility Plant Leased to Others. in another Utility column (i. 
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5. Give concise explanations concerning unsettled rate proceedings where a contingency exists such that refunds of a material amount 
may need to be made to the utility’s customers or which may result in a material refund to the utility with respect to power or gas 
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an explanation of the major factors which affect the rights of the utility to retain such revenues or recover amounts paid with respect to 
power and gas purchases. 
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IES UTILITIES INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(a) General - The Consolidated Financial Statements include the accounts of IES Utilities Inc. (IESU) and its consolidated 
subsidiaries. In the fourth quarter of 1999, IESU’s subsidiaries were merged into IESU. IESU is a subsidiary of Alliant Energy 
Corporation (Alliant Energy) and is engaged principally in the generation, transmission, distribution and sale of elecbic energy; the 
purchase, distribution, transportation and sale of natural gas; and steam services. All of IESU’s retail customers are located in Iowa. 

‘fhe tinancial statements are prepared in conformity with generally accepted accounting principles, which give recognition to the rate 
making and accounting practices of the Federal Energy Regulatory Commission (FERC) and state commissions having regulatory 
jurisdiction. Certain prior period amounts have been reclassified on a basis consistent with the current year presentation. 

The preparation of the financial statements requires management to make estimates and assumptions that affect: a) the reported 
amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the fmancial statements; and b) the 
reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. 

(b) Regulation - 1ESU is subject to regulation by the FERC and the low Utilities Board (IUB). 

(c) Regulatory Assets - IESU is subject to the provisions of Statement of Financial Accounting Standards (SFAS) 71, “Accounting 
for the Effects of Certain Types of Regulation.” SFAS 71 provides that rate-regulated public utilities record certain costs and credits 
allowed in the rate making process in different periods than for unregulated entities. These are deferred as regulatory assets or 
regulatory liabilities and are recognized in the Consolidated Statements of Income at the time they are reflected in rates. At December 
31, 1999 and 1998, regulatory assets of $141.6 million and $161.4 million, respectively, were comprised ofthe following items (in 
millions): 

Tax-related (Note l(d)) 
Energy efficiency program costs 
Environmental liabilities (h’ote 9(f)) 
Other 

1999 1998 
$ 83.0 $ 81.4 

22.2 39.8 
32.4 35.2 

4.0 : 5.0 
$141.6 $161.4 

Refer to the individual notes referenced above for a further discussion of certain items reflected in regulatory assets. If a portion of 
IESU’s operations becomes no longer subject to the provisions of SFAS 71 as a result of competitive restructuring or otherwise, a 
write-down of related regulatory assets would be required, unless some form of transition cost recovery is established by the 
appropriate regulatory body that would meet the requirements under generally accepted accounting principles for continued 
accounting as regulatory assets during such recovery period. ln addition, IESU would be required to determine any impairment to 
other assets and write-down such assets to their fair value. 

(d) Income Taxes - IESU follows the liability method of accounting for deferred income taxes, which requires the establishment of 
deferred tax assets and liabilities, as appropriate, for all temporary differences between the tax basis of assets and liabilities and the 
amounts reported in the fiancial statements. Deferred taxes are recorded using currently enacted tax rates. 

Except as noted below, income tax expense includes provisions for deferred taxes to reflect the tax effects of temporary differences 
between the time when certain costs are recorded in the accounts and when they are deducted for tax return purposes. As temporary 
differences reverse, the related accumulated deferred income taxes are reversed to income. Investment tax credits have been deferred 
and are subsequently credited to income over the average lives of the related property. 

yonsistent with Iowa rate making practices for IESU, deferred tax expense is not recorded for certain temporary differences 
q$marily related to utility property, plant and equipment). As the deferred taxes become payable (over periods exceeding 30 years 

_. 



for some generating plant differences) they are recovered through rates. Accordingly, IESU has recorded deferred tax liabilities and 
regulatory assets for certain temporary differences, as identified in Note l(c). 

A&ant Energy tiles a consolidated federal income tax return. Under the terms of an agreement between Alliant Energy and its 
subsidiaries (including IESU), the subsidiaries calculate their respective federal income tax provisions and make payments to or 
receive payments from Alliant Energy as if they were separate taxable entities. 

(e) Temporary Cash Investments -Temporary cash investments are stated at cost, which approximates market value, and are 
considered cash equivalents for the Consolidated Statements of Cash Flows. These investments consist of short-term liquid 
investments that have maturities of less than 90 days from the date of acquisition. 

(I) Depreciation of Utility Property, Plant and Equipment - IESU uses the remaining life method of depreciation as approved by 
the IUB. The remaining life of the Duane Arnold Energy Center (DAEC), of which IESU is a co-owner, is based on the Nuclear 
Regulatory Commission (NRC) license end-of-life of 2014. Depreciation expense related to the decommissioning of DAEC is 
discussed in Note 9(h). ‘Ihe average rates of depreciation for electric and gas properties of IESU, consistent with current rate making 
practices, were as follows: 

1999 1998 1997 
Electric 3.5% 3.5% 3.5% 
Gas 3.5% 3.5% 3.5% 

(g) Property, Plant and Equipment - Utility plant (other than acquisition adjustments) is recorded at original cost, which includes 
overhead and adminis@ative costs and Allowance for Funds Used During Construction (AFUDC). At December 3 1,1999, IESU had 
$25.6 million of acquisition adjustments, net of accumulated amortization, included in utility plant ($6 million of such balance is 
currently being recovered in IESU’s rates). AFUDC, which represents the cost during the conshwtion period of funds used for 
construction purposes, is capitalized as a component of the cost of utility plant. The amount of AFUDC applicable to debt funds and 
to other (equity) funds, a non-cash item, is computed in accordance with the prescribed FERC formula. These capitalized costs are 
recovered in rates as the cost of the utility plant is depreciated. The aggregate gross rates used in 1999, 1998 and 1997 were 7.9%, 
8.9% and 6.?%, respectively. 

Other property, plant and equipment is recorded at original cost. Upon retirement or sale of other property and equipment, the cost 
and related accumulated depreciation are removed from the accounts and any gain or loss is included in ,,Miscellaneous, net“ in the 
Consolidated Statements of Income. Normal repairs, maintenance and minor items of utility plant and other property, plant and 
equipment are expensed. Ordinary retirements of utility plant, including removal costs less salvage value, are charged to accumulated 
depreciation upon removal from utility plant accounts and no gain or loss is recognized. 

(h) Operating Revenues - IESU accrues revenues for services rendered but unbilled at month-end in order to more properly match 
revenues with expenses. 

(i) Utility Fuel Cost Recovery _ IESU’s tariffs provide for subsequent adjustments to its electric and natural gas rates for changes in 
the cost of fuel and purchased energy and in the cost of natural gas purchased for resale. Changes in the under/over collection of 
these costs are reflected in “Electric and steam production feels” and “Cost of utility gas sold” in the Consolidated Statements of 
Income. The cumulativ&fects are reflected on the Consolidated Balance Sheets as a current asset or conent liability, pending 
automatic reflection in future billings to customers. At IESU, purchased capacity costs are not recovered from electric customers 
through energy adjustment clauses. Recovery of these costs must be addressed in base rates in a formal rate proceeding. 

(j) Nuclear Refueling Outage Costs - The IUB allows IESU to collect, as part of its base revenues, funds to offset other operation 
and maintenance expenditores incurred during refueling outages at DAEC. As these revenues are collected, an equivalent amount is 
charged to other operation and maintenance expenses with a corresponding credit to a reserve. During a refueling outage, the reserve 
;s reversed to offset the refueling outage expenditures. 

L&Q Nuclear Fuel -Nuclear fuel for DAEC is leased. Annual nuclear f&l lease expenses include the cost of fuel, based on the 



quantity of heat produced for the generation of electric energy, plus the lessor’s interest costs related to fuel in the reactor and 
administrative expenses. 

(2) MERGER 
On April 21,1998, IES Industries Inc., WPL Holdings, Inc., and Interstate Power Company (IPC) completed a merger forming 
Alliant Energy. The merger was accounted for as a pooling of interests. 

(3) LEASES 
IESU has a capital lease covering its 70% undivided interest in nuclear fuel purchased for DAEC. Fuhwe purchases of fuel may also 
be added to the fuel lease. This lease provides for annual one-year extensions and IESU intends to continue exercising such 
extensions. Interest costs under the lease are based on commercial paper costs incurred by the lessor. IESU is responsible for the 
payment of taxes, maintenance, operating cost, risk of loss and insurance relating to the leased fuel. The lessor has a $45 million 
credit agreement with a bank supporting the nuclear fuel lease. The agreement continues on a year-to-year basis, unless either party 
provides at least a three-year notice of termination; no such notice of termination has been provided by either patty. Annual nuclear 
fuel lease expenses (included in “Electric and steam production fuels” in the Consolidated Statements of Income) for 1999, 1998 and 
1997 were $12.7 million, $14.2 million and $16.6 million, respectively. 

IESU’s operating lease rental expenses for 1999, 1998 and 1997 were $8.9 million, $9.0 million and $8.3 illion, respectively. IESU’s 
future minimum lease payments by year are as follows (in millions): 

Year 
2000 
2001 
2002 
2003 
2004 
Thereafter 

Less: Amount representing interest 
Present value of net minimum 

Capital Leases operating Leases 
$15.6 $8.8 

10.5 7.1 
8.7 5.7 
4.3 5.2 
3.9 4.7 
1.3 10.2 

44.3 $41.7 
5.0 

capital lease payments $39.3 

(4) UTILITY ACCOUNTS RECEIVABLE 
Utility customer accounts receivable, including unbilled revenues,, arise primarily from the sale of electricity and natural gas. At 
December 3 1, 1999, IESU was sewing a diversified base of residential, commercial and industrial customers and did not have any 
significant concentrations of credit risk. 

IESU has an accounts receivable financing agreement to sell up to a predetermined maximum amount of accounts receivable to a 
financial institution on a limited recourse basis. Accounts receivable sold include receivables arising from sales to customers and to 
other public. municipal and cooperative utilities, as well as from billings to the co-owners of the jointly-owned electric generating 
plants operated by IESU. The amounts are discounted at the then-prevailing market rate and additional administrative fees are 
payable according to the Rtivily levels undertaken. All billing and collection functions remain the responsibility of IESU. Specifics 
of the hvo agreements include (dollars in millions): 

Year agreement expires 2000 
Maximum amount of receivables that can be sold $65 
Effective 1999 all-in cost 5.58% 
Average monthly sale of receivables - 1999 $55 

- 1998 $63 
&&eivables sold at December 31, 1999 $59 



(5) BENEFIT PLANS 
IESU has a non-contributory defined benefit pension plan that covers substantially all of its employees who are subject to a collective 
bargaining agreement. Plan benefits are generally based on years of service and compensation during the employees’ latter years of 
employment. Effective in 1998, eligible employees of IESU that are not subject to a collective bargaining agreement are covered by 
the Alliant Energy Cash Balance Pension Plan, a non-contributory defmed benefit pension plan. The projected unit credit actuarial 
cost method was used to compute pension cost and the accumulated and projected benefit obligations. IESU’s policy is to fund the 
pension plan at an amount that is at least equal to the minimum funding requirements mandated by the Employee Retirement Income 
Security Act of 1974, as amended, and that does not exceed the maximum tax deductible amount for the year. 

IESU also provides certain other postretirement benefits to retirees, including medical benefits for retirees and their spouses and, in 
some cases, retiree life insurance. IESU’s funding policy for other postretirement benefits is generally to fund an amount up to the 
cost calculated using SFAS 106, “Employers’ Accounting for P&retirement Benefits Other Than Pensions.” 

The weighted-average assumptions as of the measurement date of September 30 are as follows: 

Discount rate 

Qualified Pension Benefits Other Postretirement Benefits 
1999 1998 1997 1999 1998 1997 

1.75% 6.15% 7.25% 7.15% 6.75% 7.25% 
Expected return on plan assets 
Rate of compensation increase 
Medical cost trend on covered charges: 

Initial trend range 
Ultimate trend range 

9% 9% 9% 9% 9% 9% 
3.5% 3.5% 4.75% N/A ii/A N/A 

N/A N/A ii/A 7% 8% 8% 
N/A N/A N/A 5% 6% 6.5% 

The components of IESU’s qualified pension benefits and other postretirement benefits costs are as follows (in millions): 
Qualified Pension Benefits Other P&retirement Benefits 

1999 1998 1997 1999 1998 1997 
Service cost $ 2.6 $2.9 $ 5.4 % 1.5 $ 1.5 $ 1.5 
Interest cost 7.6 8.0 14.1 

(z) 
4.2 3.5 

Expected return on plan assets (10.3) (11.3) (15.1) (1.1) (0.7) 
Amortization of: 

Transition obligation (asset) (0.2) (0.74 (0.3) 1.8 1.9 1.9 
Prior service cost 0.9 0.9 1.8 - -- __ 
Actuarial gain 

Total 
(0.4) __ - _- __ 

S 0.6 ($0.1) $ 5.9 % 5.7 $ 6.5 $ 6.2 

During 1997, IESU recognized an additional $3.8 million of costs in accordance with SFAS 88 for severance and early retirement 
programs. In addition, during 1998, IESU recognized $1.2 million of curtailment charges relating to IESU’s other poshetirement 
benefits. 

The pension benefit cost%own above (and in the following tables) for 1999 and 1998 represents only the pension benefit cost for 
bargaining unit employees of IESU covered under the bargaining unit pension plan that is sponsored by IESU., The pension benefit 
cost for IESU’s non-bargaining employees who are now participants in other Alliant Energy plans was $0.9 million and $2.7 million 
for 1999 and 1998, respectively, including a special charge of $1.9 million in 1998 for severance and early retirement window 
programs. In addition, Corporate Services provides services to IESU. The aUocated pension benefit costs associated with these 
services was $1.2 million and $0.5 million for 1999 and 1998, respectively. The other postretirement benefit cost shown above for 
each period (and in the following tables) represents the other postretirement benefit cost for all IESU employees. The allocated other 
)ostretirement benefit cost associated with Corporate Services for IESU was $0.4 million and $0.2 million for 1999 and 1998, 

iirespectively. 



$ 50.8 

A reconciliation of the funded states of IESU’s plans to the amounts recognized on IESU’s Consolidated Balance Sheets at December 
3 I is presented below (in millions): 

Qualified Pension Benefits Other Postretirement Benefits 
1999 1998 1999 1998 

Change in benefit obligation: 
Net benefit obligation at beginning of year $113.1 $206.1 IF 65.2 
Transfer of obligation (to)lfrom other 

Alliant Energy plans (99.1) 
Service cost 2.6 2.9 1.5 
Interest cost 1.6 8.0 4.4 
Plan participants’ contributions 
Plan amendments (E) 
Actuarial loss (gain) (14.3) 2.2 (20.1) 
Cullailments - 
Gross benefits paid (6.7) (7.0) (3.6) 

2.3 
1.5 
4.2 
0.4 

__ 
8.2 
0.4 

(2.6) 
65.2 Net benefit obligation at end of year 102.3 113.1 46.8 

118.7 225.7 21.7 
_- (97.5) 
14.1 (2.5) 5.6 

__ __ 6.2 
- __ 0.4 
__ 

(6.7) <7.0) 3.6) 
126.1 118.7 30.3 

Funded stahls at end of year 23.8 5.6 (16.5) (43.5) 
Unrecognized net actuarial loss (gain) (25.4) (7.3) (18.6) 5.7 
Unrecognized prior service cost 8.9 9.8 (0.3) (0.3) 
Unrecognized net transition obligation (asset) (1.4) (1.6) 23.6 25.9 

Net amount recognized at end of year $ 5.9 $ 6.5 ($11.8) ($12.2) 

$ 5.9 $ 6.5 $ -- 
__ __ (11.8) 
5.9 6.5 (11.8) 

The assumed medical trend rates are critical assumptions in determining the service and interest cost and accumulated postretirement 
benefit obligation related to postretirement benefit costs. A one percent change in the medical trend rates for 1999, holding all other 
assumptions constant, would have the following effects (in millions): 

Effect on total of service and interest cost components 
Effect on postretirement benetit obligation 

1 Percent Increase 1 Percent Decrease 
$1.3 ($1.0) 
$8.4 ($6.8) 

Change in plan assets: 
Fair value of plan assets at beginning of year 
Transfer of assets to other Alliant Energy plans 
Actual return on plan assets 
Employer contributions 
Plan participants’ contributions 
401(h) assets recognized 
Gross benefits paid 

Fair value of plan assets at end of year 

19.9 
__ 

0.1 
2.7 
0.4 
1.2 

(2.6) 
21.7 

Amounts recognized on tlte Consolidated 
Balance Sheets consist of: 

Prepaid benefit cost 
Accrued benefit cost 
Net amount recognized at measurement date 

$ -- 
(12.2) 
(12.2) 

Contributions paid after 9/30 and prior to l2/3 1 
Net amount recognized at 12131 

__ __ 3.4 
$5.9 $ 6.5 ($8.4) 

3.6 
($8.6) 
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Alliant Energy sponsors several non-qualified pension plans which cover certain current and former officers. The pension expense 
allocated to IESU for these plans was $0.8 million, $1.4 million and $2.3 million in 1999, 1998 and 1997, respectively. 

IESU employees also participate in defmed contribution pension plans (401(k) plans) covering substantially all employees. IESU’s 
contributions to the plans, which are based on the participants’ level of contribution, were $2.0 million, $2.8 million and $1.2 million 
in 1999, 1998 and 1997, respectively. 

(6) COMMON, PREFERRED AND PREFERENCE STOCK 
(a) Common Stock - IESU has common stock dividend restrictions based on its bond indentures and atiicles of incorporation. IESU 
has restrictions on the payment of common stock dividends that are commonly found with preferred stock. In addition, at IESU, its 
ability to pay common stock dividends is restricted based on requirements associated with sinking funds. 
(b) Preferred and Preference Stock - The canying value of IESU’s cumulative preferred stock at December 31,1999 and 1998 

was $18 million. The fair market value, based upon the market yield of similar securities and quoted market prices, at December 3 1, 
1999 and 1998 was $12 million and $15 million, respectively. 

(7) SHORT-TERM DEBT 
IESU participates in a utility money pool with Wisconsin Power and Light Company (WP&L) and IPC that is funded, as needed, 
through the issuance of commercial paper by Alliant Energy. Interest expense and other fees are allocated based cm borrowing 
amounts. Information regarding short-term debt is as follows (dollars in millions): 

1999 1998 1997 
As of year end: 

Money pool borrowings $ 56.9 $ -- $ -- 
Interest rate on money pool borrowings 5.84% N/A N/A 

For the year ended: 
Average amount of short-tan debt 

(based on daily outstanding balances) $ 24.6 $ -- $ 88.4 
Average interest rate on short-term debt 5.24% NIA 5.58% 

(8) LONG-TERM DEBT 
IESU’s Indentures and Deeds of Trust securing its First Mortgage Bonds constitute direct first mortgage liens upon substantially all 
tangible public utility property. IESU’s Indenture and Deed of Trust securing its Collateral Trust Bonds constitutes a second lien on 
substantially all tangible public utility properly while First Mortgage Bonds remain outstanding. 

Debt maturities (excluding periodic sinking fund requirements, which will not require additional cash expenditures) for 2000 to 2004 
are $51.2 million, $81.5 million, $0.6 million, $4.1 million and $0, respectively. Depending upon marketconditions, it is currently 
anticipated that a majority of the maturing debt will be refinanced with the issuance of long-term securities. 

The carrying value of IESU’s long-term debt at December 31, 1999 and 1998 was $602 million and $652 million, respectively. The 
fair market value, based upon the market yield of similar securities and quoted market prices, at December 31, 1999 and 1998 was 
$573 million and $687 million, respectively. 

(9) ESTIMATED FAIR VALUE OF FINANCIAL INSTRUMENTS 
Information relating to other financial instmments held by IESU is as follows (in millions): 



Nuclear decommissioning trust funds: 
Equity securities 

December 31,1999 December 31,199s 
G*OSS Gross 

Carrying Fair Unrealized carrying Fair Unrealized 
Value Value Gains/(Losses) V&X Value Gains 

$47 $47 $35 $45 $45 $29 
D;bt &curities 58 58 (1) 47 47 2 

Total $105 $105 $34 $92 $92 $31 

The carrying amount of IESU’s cunent assets and curxnt liabilities approximates fair value because of the short maturity of such 
financial instruments. The nuclear decommissioning trust fimds realized gains from the sales of securities of $2.5 million, $0.4 
million and $0. I million in 1999, 1998 and 1997, respectively (cost of the investments based on specific identification were $25.5 
million, $14.3 million and $14.6 million, respectively). Since IESU is subject to regulation, any gains or losses related to the 
difference behveen the carrying amount and the fair value of its fmancial instruments may not be realized by IESU’s parent. 

(10) COMMITMENTS AND CONTINGENCIES 
(a) Construction and Acquisition Program - IESU’s construction and acquisition expenditores for the years ended December 31, 
1999 and 1998 were $107 million and $1 I5 million, respectively. IESU’s anticipated construction and acquisition expenditures for 
2000 are estimated to be approximately $1 I5 million, of which 45% represents expenditures for electric transmission and distribution 
facilities, 26% represents generation expenditures, 15% represents information technology expenditures and the remaining 14% 
represents miscellaneous electric, gas, steam and general expenditures. IESU’s levels of utility construction and acquisition 
expenditmes are projected to be $127 million in 2001, $117 million in 2002, $118 million in 2003 and $123 million in 2004. 

(b) Purchased-Power, Coal and Natural Gas Contracts - Alliant Energy Corporate Services, Inc. (Corporate Services) has entered 
into purchased-power capacity contracts as agent for IESU, WPBIL and IPC. Based on the System Coordiiation and Operating 
Agreement, Alliant Energy ammaily allocates purchased-power contractS to the individual utilities. Such process considers factors 
such as resource mix, load growth and resource availability and as a result of that process, IESU was not allocated any of the 
purchased-power contracts for 2000 to 2004. IESU has entered into a contract for the purchase of $9.3 million of capacity in 2000 
from IPC. In addition, Corporate Services has entered into various coal contracts as agent for IESU, WP&L and IPC. Contract 
quantities are allocated to specific plants at the individual utilities based on various factors including projected heat input 
requirements, combustion compatibility and efficiency. However, in 2000 and 2001, system-wide contracts of $24.6 million(6.5 
million tons) and $12.5 million (3.6 million tons), respectively, have not yet been allocated to the individual utilities due to the need 
for additional analysis of combustion compatibility and efficiency. ‘Ihe minimum commitments directly assigned to IESU are as 
follows (dollars in millions, tons in thousands): 

2000 
2001 
2002 
2003 
2004 

Coal 
(including transportation costs) 

Dollars Tons 
$12.8 2,300 

10.4 1,556 
3.7 619 
3.3 _ 520 
3.2 475 

Corporate Services is in the process of negotiating several new coal contracts. In addition, it expects to supplement its coal contracts 
with spot market purchases to fulfill its future fossil fuel needs. IESU also has various natural gas supply, transportation and storage 
contracts outstanding. The minimum dekatherm commitments, in millions, for 2000-2004 are 93.8, 79.3, 72.1,60.X and 2.4, 
respectively. The minimum dollar commitments for 2000-2004, in millions, are $51.4, $39.0, $27.4, $23.5 and $1.3, respectively. 
The gas supply commitments are all index-based. IESU expects to supplement its natoral gas supply with spot market purchases as 

heeded. 



‘u 

(c) Information Technology Services - Alliant Energy has an agreement, expiring in 2004, with Electronic Data Systems 
Corporation (EDS) technology services. IESU’s anticipated operating and capital expenditures under the agreement for 2000 are 
estimated to total approximately $13 million. Future costs under the agreement are variable and are dependent upon IESU’s level of 
usage of technological services from EDS. 

(d) Financial Guarantees and Commitments - IESU has financial guarantees, which were generally issued to support third-party 
borrowing arrangements and similar transactions, amounting to $17 million and $18 million outstanding at December 3 1, 1999 and 
1998, respectively. Such guarantees are not reflected in the consolidated fmancial statements. Management believes that the 
likelihood of IESU having to make any material cash payments under these agreements is remote. 

(e) Nuclear Insurance Programs -Public liability for nuclear accidents is governed by the Price Anderson Act of 1988, which sets a 
statutory limit of $9.5 billion for liability to the public for a single nuclear power plant incident and requires nuclear power plant 
operators to provide. financial protection for this amount. As required, IESU provides this financial protection for a nuclear incident at 
DAEC through a combination of liability insurance ($200 million) and industry-wide retrospective payment plans ($9.3 billion). 
Under the industry-wide plan, each operating licensed nuclear reactor in the U.S. is subject to an assessment in the event of a nuclear 
incident at any nuclear plant in the US. The owners of DAEC could be assessed a maximum of $88.1 million per nuclear incident, 
with a maximum of $10 million per incident per year (of which IESU’s 70% ownership portion would be approximately $61.7 million 
and $7 million, respectively) if losses relating to the incident exceeded $200 million. These limits are subject to adjustments for 
changes in the number of participants and inflation in future years. 

IESU is a member of Nuclear Electric Insurance Limited (NEIL), which provides $1.9 billion of insurance coverage for IESU on 
certain property losses for property damage, decontamination and premature decommissioning. The proceeds from such insurance, 
however, must first be used for reactor stabilization and site decontamination before they can be used for plant repair and premature 
decommissioning. NEIL also provides separate coverage for additional expense incurred during certain outages. Owners of nuclear 
generating stations insured through NEIL are subject to retroactive premium adjustments if losses exceed accumulated reserve funds. 
NEIL’s accumulated reserve funds are currently sufficient to more than cover its exposure in the event of a single incident under the 
primary and excess property damage or additional expense coverages. However, IJ3.W could be assessed annually a maximum of 
$1.9 million for NEIL primary property, $2.8 million for NEIL excess property and $0.5 million for NEIL additional expenses if 
losses exceed the accumulated reserve funds. IESU is not aware of any losses that it believes are likely to result in an assessment. 

In the unlikely event of a catastrophic loss at DAEC, the amount of insurance available may not be adequate to cover property 
damage, decontamination and premature decommissioning. Uninsured losses, to the extent not recovered through rates, would be 
borne by IESU and could have a material adverse effect on IESU’s financial condition and results of operations. 

(f) Environmental Liabilities - IESU had recorded the following environmental liabilities, and regulatory assets associated with 
certain of these liabilities, as of December 31 (in millions): 

Environmental liabilities 1999 1998 Rewlatory assets 1999 1998 
MGP* sites $24.5 $26.6 MGP sites $24.5 $26.6 
NEPA** 7.0 7.8 NEPA 7.7 8.4 
Other 0.3 0.4 Other 0.2 0.2 -- 

__ $34.8 $31.8 $32.4 $35.2 

* Manufactured Gas Plant (MGP) 
** National Energy Policy Act of 1992 (NEPA) 

IESU’s significant environmental liabilities are discussed further below. 
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Manufactured Gas Plant Sites - IESU has current or previous ownership interests in 34 sites previously associated with the 
production of gas for which it may be liable for investigation, remediation and monitoring costs relating to the sites. IESU is working 
pursuant to the requirements of various federal and state agencies to investigate, mitigate, prevent and remediate, where necessary, the 
environmental impacts to property, including natural resources, at and around the sites in order to protect public health and the 
environment. IESU believes that it has completed the remediation at various sites, although it is still in the process of obtaining fmal 
approval from the applicable environmental agencies for some of these sites. 

IESU records environmental liabilities based upon periodic studies, most recently updated in the third quarter of 1999, related to the 
MGP sites. Such amounts are based on the best current estimate of the remaining amount to be incurxd for investigation, remediation 
and monitoring costs for those sites where the investigation process has been or is substantially completed, and the minimum of the _ 
estimated cost range for those sites where the investigation is in its earlier stages. It is possible that future cost estimates will be 
greater than current estimates as the investigation process proceeds and as additional facts become known. The amounts recognized 
as liabilities are reduced for expenditures made and are adjusted as further information develops or circumstances change. Costs of 
fuhzre expenditures for environmental remedialion obligations are not discounted to their fair value. 

Management currently estimates the range of remaining costs to be incurred for the investigation, remediation and monitoring of 
IESU’s sites to be approximately $16 million to $33 million. 

The IUB has permitted utilities to recover prudently incurred MGP-related costs. As a result, regulatory assets have been recorded by 
IESU which reflect the probable future rate recovery, where applicable. Considering the current rate treatment, and assuming no 
material change therein, IESU believes that the clean-up costs incurred for these MGP sites will not have a material adverse effect on 
its fmancial condition or results of operations. 

Settlement has been reached with all of IESU’s insurance carriers regarding reimbursement for its MGP-related costs and all issues 
have been resolved. Insurance recoveries of $18.5 million were available as of December 3 1,1999 and 1998. 

Pursuant to the applicable rate making treatment, IESU has recorded its recoveries in “Other long-term liabilities and deferred 
credits.” 

National Enerw Policy Act of 1992 - NEPA requires owners of nuclear power plants to pay a special awzwnent into a “Uranium 
Enrichment Decontamination and Decommissioning Fund.” The assessment is based upon prior nuclear fuel purchases. IESU is 
recovering the costs associated with this assessment through its electic fuel adjustment clauses over the period the costs are assessed. 
IESU continues to pursue relief from this assessment through litigation. 

(g) Spent Nuclear Fuel - Nuclear Waste Policy Act of 1982 assigned responsibility to the Department of Energy (DOE) to establish 
a facility for the ultimate disposition of high level waste and spent nuclear fuel and authorized the DOE to enter into contracts with 
pa&s for the disposal of such material beginning in January 1998. IESU entered into such contracts and has made the agreed 
payments to the Nuclear Waste Fund held by the U.S. Treasury. IESU was subsequently notified by the DOE that it was not able to 
begin acceptance of spent nuclear fuel by the January 3 ],I998 deadline. Furthermore, the DOE has experienced significant delays in 
its efforts and material acceptance is now expected to occur no earlier than 2010 with the possibility of finther delay being likely. 
IESU has participated in several litigation proceedings against the DOE on this issue ana the respective courts have aftirmed the 
DOE’s responsibility forspent nuclear fuel acceptance. IESU is evaluating its options for recovery of damages due to the DOE’s 
delay in accepting spent nuclear fuel. 

The Nuclear Waste Policy Act of 1982 assigns responsibility for interim storage of spent nuclear fuel to generators of such spent 
nuclear fuel, such as IESU. In accordance with this responsibility, IESU has been storing spent nuclear fuel on site at DAEC since 
plant operations began. IESU will have to increase its spent fuel storage capacity at DAEC to store all of the spent fuel that will be 
produced before the current license expires in 2014. To provide assurance that both the operating and post-shutdown storage needs 
are satisfied, construction of a dry cask storage facility is being planned. Legislation is being considered on tbe federal level that 

LJ ould, among other provisions, expand the DOE’s permanent spent nuclear fuel storage to include interim storage for spent nuclear 



fuel as early as 2003. This legislation has been passed in the U.S. Senate and submitted in the U.S. House. The prospects for the 
legislation being approved by the U.S. Senate and the President, and subsequent successful implementation by the DOE, are uncertain 
at this time. 

(h) Decommissioning of DAEC - Pursuant to the most recent electric rate case order, the IUB allows IESU to recover $6 million 
annually for its share of the cost to decommission DAEC. Decommissioning expense is included in “Depreciation and amortization” 
in the Consolidated Statements of Income and the cumulative amount is included in “Accumulated depreciation” on the Consolidated 
Balance Sheets to the extent recovered through rates. 
Additional information relating to the decommissioning of DAEC included in the most recent electric rate order (dollars in millions): 

Assumptions relating to current rate recovery figures: 
IESU’s share of estimated decommissioning cost 
Year dollars in 
Method to develop estimate 
Annual inflation rate 
Decommissioning method 

Year decommissioning to commence 
After-tax rehun on external investments: 

Qualified 
Non-qualified 

External trust fund balance at December 31, 1999 
Internal reserve at December 31, 1999 
After-tax earnings on external trust funds in 1999 

$252.8 
1993 

NRC minimum formula 
4.91% 

Prompt dismantling 
and removal 

2014 

1.34% 
5.98% 
$105.1 

$21.7 
$4.8 

The rate recovery figures for DAEC included an inflation estimate through 1997. IESU is funding all rate recoveries for 
decommissioning into external trust funds and funding on a tax-qualified basis to the extent possible. All of the rate recovery 
assumptions are subject to change in future regulatory proceedings. In accordance with its regulatory requirements, IESU records the 
earnings on the external tmst funds as interest income with a corresponding entry to interest expense. The earnings accumulate in the 
external trust fund balances and in accumulated depreciation on utility plant. 

IESU’s 70% share of the estimated cost to decommission DAEC based on the most recent site-specific study completed in 1998 is 
$334.2 million, in 1998 dollars. This study includes the costs to terminate DAEC’s NRC license and to retllm the site to a greenfield 
condition. IESU’s 70% share of the estimated cost to decommission DAEC based on the most recent NRC minimum formula, using 
the direct disposal method, is $35 1.2 million in 1998 dollars. The NRC minimum formula is intended to apply only to the cost of 
terminating DAEC’s NRC license. The additional decommissioning expense funding requirements which should result from these 
updated shldies are not reflected in IESU’s rates. 

(i) Legal Proceedings - IESU is involved in legal and administrative proceedings before various courts and agencies with respect to 
matters arising in the ordinary course of business. Although unable to predict the outcome of these matters, IESU believes that 
appropriate reserves have.een established and final disposition of these actions will not have a material adverse effect on its fmancial 
condition or results of operations. 

(II) JOINTLY-OWNED ELECTRIC UTILITY PLANT 
Under joint ownership agreements with other Iowa utilities, IESU has undivided ownership interests in jointly-owned electric 
generating stations and related transmission facilities. Each of the respective owners is responsible for the financing of its portion of 
the construction costs. Kilowatt-hour generation and operating expenses are divided on the same basis as ownership with each owner 
reflecting its respective costs in its Consolidated Statements of Income. Information relative to IESU’s ownership interest in these 

bxilities at December 31, 1999 is as follows (dollars in millions): 



coal: 
Ottumwa Unit I 48.0 1981 716 s195.3 S107.8 so.5 $193.1 $102.7 $0.8 
Neal Unit 3 28.0 1975 515 592 32.1 59.0 32.4 0.1 

Nuclenr: 
DAEC 70.0 ,974 520 515.8 264.4 8.6 507. I 247.2 1.4 

Total s770.3 s404.3 $9.1 $759.2 $382.3 S2.3 

(12) RELATED PARTY ISSUES 
In association with the merger, IESU, WP&L and IPC entered into a System Coordination and Operating Agreement which became 
effective with the merger. The agreement, which has been approved by FERC, provides a contractoal basis for coordinated planning, 
conshuction, operation and maintenance of the interconnected electric generation and transmission systems of the three utility 
companies. In addition, the agreement allows the interconnected system to be operated as a single entity with off-system capacity 
sales and purchases made to market excess system capability or to meet system capability deficiencies. Such sales and purchases are 
allocated among the three utility companies based on procedures included in the agreement. The sales amounts allocated to IESU 
were $18.1 million and $18.0 million for 1999 and 1998, respectively. The purchases allocated to IESU were $71.3 million and $56.0 
million for 1999 and 1998, respectively. The procedures were approved by both FERC and all state regulatory bodies having 
jurisdiction over these sales. Under the agreement, IESU, WP&L and IPC are fully reimbursed for any generation expense incurred to 
support the sale to an affiliate or to a non-affiliate. Any margins on sales to non-affiliates are distributed to the three utilities in 
proportion to each utility’s share of electric production at the time of sale. 

Pursuant to a service agreement approved by the Securities and Exchange Commission under Public Utilities Holding Company Act 
of 1935, IESU receives various administmtive and general services from an affiliate, Corporate Services. These services are billed to 
IESU at cost based on payroll and other expenses incurred by Corporate Services for the benefit of IESU. These costs totaled $93.9 
million and $59.3 million for 1999 and 1998, respectively, and consisted primarily of employee compensation, benefits and fees 
associated with various professional services. Corporate Services began operations in May 1998 upon the consummation of the 
merger. 

At December 3 1,1999 and 1998, IESU had an intercompany payable to Corporate Services of $16.4 million and $20.9 million, 
respectively. 
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